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"Q Outward Tele_egrani from Commonwealth ’Relati,qﬁs Office J/
| | Jef().

U.K, HIGH COMMISSICNER=TMiocrafer—=ii MAIL)
U, K. HIGH COMMISSIONZR IN AUSTRALIA
U.K., HIGH COMMISSIONER IN NEW ZEALAND /
U.K., OIGH COMMISSIONER IV SOUTH AFRICA (BY AIR MAIL)
U.K. HIGH COMMISSTONER IN INDIA -
U.K. HIGH COMMISSIONER IN PAKISTAN
U.K, HIGH COMMISSIONSR IN CEYLON
: : U.K. HIGH COMMISSIONER I 'THE FEDERATION gBY ATR
O RHODESIA & NYASATRAND MA TL

[.a

(SENT: 23.40 hours, 29th January, 1957)
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W, No, 148 SECRET

Alr Msil to U,K. High Commissioners in Ottaws,
Cape Town, Colombo and Salisbury.

My telegram W, No. 139,

 NIGOTIATIONS FOR CANAL SRTTLEMENT -

In discussion with Minister of Defence in Washington
Dulles said he proposed cending letter to Hemmarskjeld urging
importance of reaching some srrangement before Canal re-opens.

2a Dulles agreed matter was urgent, In his view twe -«
things werse important:-

(a) Essential that srrangement should be made befors
Canal re-opens for payment of dues by =2ll users
to somebody other than Egyptian authority, e.ge
I.7.R.D. o7 some machinery set up by S.C.TU.A,.
Admittedly, Ezyptians were unlikely to agree to
any arrangement which 4id not provide fTor proportion
in which dues weould he paid to IDgyptians for running
expenses, to lenders for repayment of loasns, and to
fund for improvements, ete,, but this sspeet wes

: _ scoondery to need for initisl payment of dues to an

. sgreed nen-Sgyptian authority.

1 44 e P S TR MR T o R AT I T R AT

P R s L AR

{b) In first instance Hammarskjold should try to get
United Kingdom snd France only designated to represent
users' interezts, Other users could be brought in
later, WNegotistions at this stage over designstion
pf other user representstion would involve unacceptable
delay in resehing final sgreement,

2 Ministar of Defence hoped Duiles wonld keep up pressure
cu Lammarskjold. '

Lie Dulles has now sent letter to Hammarskjold which broadly
incorporetas ahove points whilst not explicitly steting that dues

must be pald to somebody othsr than Igyptian suthorities. Letter
refers to ilammerskjold’s negotistions lsst October with representatives
of Zgypt, France and Unitcd Kingdom and suggssts that those discussions
should be resumed at carliest wmomsnt and follow pattern set then,

i.cs, consultetion with Unitcd Kingdom and France representing users!

/interests
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U. K. Embssszy Washington
U.. Delegetion te the
U.Ns, New York
Accra Governor's Office
¢/o High Commissioner
Tor the Federation,
Kuala Lumpur,
Melaya
U. K, High Commissioner
UK, High Commissioncr
U.K, High Commissioner
U.K, High Commissioner

SOUTH ASTA & MIDDLE TAST DEPT.

SA.190/28
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Thercafter consultstions could be brosdened to include

e e " - ki R Sl Bl b Bl S

Mr. J.Relhe Bottomley

" Mr, T.W.Kceble
MI". F.Eo GMing“Bruce

Mr. R.CsCa Hu‘n,t
in Qttoaws '
in Cape Town (4)
in Colombeo (L
in 8alisbury (4)
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HIGH COMMISSIONER IN OANADA JF— U-lm{ 3¢7).

HIGH COMMISSIONER IN AUSTRALILA

HIGH COMMIZSIONER IN NEW ZEALAND

HIGH COMMISSIONER IN SOUTH AFRICL (AIR Mn.IL)

HIGH COMMISSIONER I IWDIA

HIGH COMMISSIONER IN PAKISTAN _

HIGH COMMISSIOWER IN CEYLON

HIGH COMMISSIOMER IN- THE FEDERATION}{AIR M.:-:.IL)
OF RHODESIa AND NYASALAND
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j, CYPHER .
- - PRIORITY

W. No. 191 CONPIDENTLAL

4ir Mail to U,K., High Commissioners in Cape Town, Colonbo,
and Salisbury. junATMf

-

My telegram W, No, 173. ~
| SUE7 - CANAL

Cn 7th February, Mr, Dulles lnstructed United States
delegation in New York to explain to Mr. Hammerskjold the kind of
interim agreement which United States thought should be negeotiated
between users and Egypt prior te opening of Canal, Thig
explanation covers Tollowing points:-

(i} that immediately Canal is opened, all dues should be
paid in first instance inte an account held by an
agreed neutral agency, €. . International Bank;:

(11) that half the receints would be transferred.immedlately
from this account to the EBgyptian authority;

(iii} that remaining 50% would remain impounded to be disbursed
in proportions and on conditions to be agreed on as
rart of final settlement and in accordance with six
principlss establighed by Security Council.:

2, State Department view is thot if 50% of dues are tied up
indefinitely in this way it will give us substantiasl lever over
Ha&ser, while 50% is nevertheless a realistic proportion from
Hasser's point of .view since 1t will in fact give him silght
increase over his actual takings batween natlonallsatlon 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 weuld raise conitentious
arguments and 8o 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 wnuld be expected to cover,

L, Instructlons in paragraph 1 above are variation of our own
proposal and one which would meet our essential requlirements. We
are, therefore, prepared to support them, We are also prepared, if .
necessary, to accept arguments in paragraph 3.

- | | /5.
/z(q'/}._
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,,....J —y—&ﬁ) P. ‘Dixon has again discussed interim arrangements with
Secretary General on she cccasion together with his French
colleague, - He has given Hammarskjold aide-~memoire setting out
our views as given in paragraphs 1 and 2 of my telegram W, No. 173. ’
Lide-memoire has genersl support of French repregentative whe
emphasised That Paris would insist on payment of dues being made to
‘8 neutrel custedian. - ' '

T s T

6, Secretary General continues to reiterate his argument that
interim payments should be made to an ageount held in the name of
Beypt (see pearagraph 3 of my W, No. 173). He has been told we do
not accept this thesis, Becretary-General is ready fo discuss
problem further with FPrench, l‘mericans and ourselves.

T AR [ e e ) My

3 . Copy- to:=- D, TIL
CeR.0, Mr. Lamafque

Forelgn Office Mr. ~.D.M, RoOSS
: : Mr. H. Beslsy
Mr, J,H.i. Watson
: _ Mr, Brenchiey.
! . ~ Mr. R. sroulus
: ‘ Mr. J. Wilton

H.M. 4mbassador for U,K., 1in Dublin
: ' U,K, BEmbassy Washington - Mr. J.R.A, Bottomley
| _ - U.¥X, Delegation to U,H, '
- New York Mr. T,W. Keeble
Acera Governor's Office Mr., F,E, Cumming-Bruce
c/o High Commissioner
: for the PFederation, '
Kuala Lumpur, Malaya Mr. R,C.C,. Huat
K, High Commissioner in Cape Town (4}
K, High Commissioner in Colombo (4) |
K. High Commissioner in Salisbury (L)

oo

BOUTH L8IL AND MIDDLE E.ST DEPT.
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& Inward Telﬂram ‘to Commonwealth Relations Office

TR

_ FROM: U,K, HIGH COMMISSIONER IN PAKIST
] D¢ Karachi 22,10 hours 12th February, 1957
R: 18.%2 hours 12th February, 1957
CYPHER
IMMEDTATE

o, 197 SECRET
E UEZ

Prime Ninister t0ld me this morning that dvring the
debate on Foreign Affalrs which is due to take place in
3 the National Assembly next week, he has it in mind to
4 state the United Kingdowm case in relaticn to Buez. As
] I undersiood him, he intends to deal not only with the
d Anglo/Prench inferventicn but alsc with the events of
last sumier and Nasser's nationalisation of the Canal.

L ' 2e He has asked me for information on a number of

: points, I am endeavoring to prepare answers to these
from papers avallable in this office and will telegraph

] tomorrow if any further factual material is reguired. In
k the meantime I should be grateful if you would consider

; urgently whether fthere is any guidance as regards his

i general approach to this guestion whieh you would wish

j me to give to the Prime Minister,

% Copy tos-
' D.II

: —eii

SUEZ CANAL DISTRIBUTION

ALLOTTED TO SOUTH ASIA AWD MYDDLE EAST DEPT.
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&'\ Inward Telegram to Commonwealth Relations Office

h) .
FROM . U.K, HIGH COMMISSIOHWER IN BRKISTWIT- %
D: Karachi 19,10 hours 13th February 1957
R: 15.47 hours 13th February 1957 if/
OYPHER . - |
ThMEDLATE J guml 3[ L
Ho. 203 SECRET d |

_ l*a(ﬂ‘

S REEZ

My telegram No. 197,

Points on which PrimeMinister asked me for information are:-

(a) Details of Convention of 1888 and extent to which that
Convention or subsequent agreements affect the position
of Begyptian Government and its &bility to interfere
with the administration of the Canal. Best material
available here on history of Canal regime appears to
e contained in your telegram W, No., 202 Saving of
27th July, 1956. May I have auwthority to give this to
Prime ¥Minister supplementing as necessapry from Ford
paper of 3rd Lugust, 1956 (reference M180/56 JEiL2f/210
and COI reference paper. 'The Suez Canal - a background
rcle'? I would alge give him a copy of the 1888
Convention.

(b) When we left Suez what did we say about the future of the
Canal and what effect did cur agreements at that time
have on the administration of the Canal? Is there
‘anything on this heyond fArticle 8 of Agreement of
19th October, 19549

(¢} How has the Canal been administered in the past and what

was Bgypt's part in that administration., Here W. No.202

Saving seems to £111 the bill.

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

(e) Why d4id we withdraw our offer of asgsistance 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
8 mere reference to 'economic circumstances'' in Egypt.
Is it poseible to provide details of these ‘economic
circumstances' of a type that the Prime Minister could
uge and which would carry conviction with his sudience?

(f} The Prime Minister also said that he hed it in mind to
give the United Kingdom case for the intervention in
Egypt and details of the 8inai and Port Saild campsigns

to demonstrate the poornegs of the Egyptian performance,

We have of course material in the speeches made by
United Kingdom Ministers and 2 certain amount of
information about the campaignsg., I should bs grateful

/however

B i I L AT

C%fzf? ‘“ﬂ'duyéik,r c#-#u«-ﬁﬂ&nhﬂ
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however for guldance as to how at this stage you
wonld like this meaterial presented. I should also
like to know how Tar I am at liberty to give the

Prime Minister for use in Parliament informatisn about
. the campaigns and especially aboul the Bgyptian
performance,

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

T P T N O A A P

ot Sl s - g ) T

L I

Copy toi=
D.IT

SUBZ C.ll.l DISTRIBUTION

LLLOTTED TO SOUTH LSLL WD MIDDLE E-{\LST. DEPT,
iy .
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Y.K., HIGH CQ MMISSINER TN PAKISTAN
D:  Eeraehi 12.10' heurs 13th Pebrpar
R: 47 he

1957
urs 13th Bebruag 1927

E CYPHER

g DOEDTATE

% Ne. 203  guppey
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:

Hy t&lm Ke, 19?&

S U3z

Peinte en which Priméginister

Rgked me Pepn infermation fre:-

(8) Datails ep Cenventien of 1888 ang extent te whieh that
Canventien er 2ubaequent bgresmants affact the pesitien

&7 Gevernpent and 1ts ability te interfers
P with the Stratien of the Camal, BReat R terig)
L available heps *1 hisbery of Cansl regine apmears tg
be centained in Jour telegram w, Be, 202 Saving ef
| 2Ttk July, 19546, M2y T have 2Ttherity te give tnig te
ter sipplementing ag neceasm

fream Fepd
reference M180/56 Jmik 210
reference papsn, ‘vhe Suez Canal « a Yaekor : )
Telaty 1 him a cepy or the 1888
Cesnventien,

(b) When we 2ert Suez what

814 we say abeyt the fu'tuz-e e the
Canal ang what sffect

did sur Rgreenments &t that tigme
have sn the administra
V- soythin

tlen of the canel? Is thera
2 on this beyend Article 8
19th Uetebar,

L
of Agrosment of -
19549 !
(6) Hew nas tne Genel been adminigtersq in the past ang what ,
) was Egypi's part in that administratien, Hers W, Ne,202 -
1N Saving seems te £i11 the b111, .
. {(8) Detaiig or Nusser's egresment with
Do June, 4956,

Cansl Ceimpany of
Imntmnothmg-nthiamdmnbe
Lapr mhrial.-

{e) Wwhy aia ¥e withdraw eup effer of samistance Ter Aswan Dum% %
I wewlé net pmgm te give Prime Minister £gi3 stary ‘Qw'
- in enclesure @ Yeur telegram W, He, 198 Saving o -
e 26th Nly, 1956, On the re 18 needed than
2 mers refersnce ie ! sivcumstancest in
Is it pessibie tg previde detalila of these *ecensmic
¢ircunstancss® oF & type that the Prige Hinlater ceuld
use and which weuld aarpy conviotien wiih his audience?

grateful

Aput/ hewavar
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hewever fer guidunce as te hew at thie stage yeu
weuld like thiz material pressnted, I sheuld =lsae
like te know hew far I am at liberty te give tha
Prime ¥inistar fer use in Parlisment infermaflen abautb
the canpaigns and especizlly absut the Egyptian
perfemmhes,

Gratelfwl fer raply tegether with any eiher pmterlal yeu
censider I sheuld give Prime linister, by Friday merning lecal
time, '
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* Outward Telegram from Commonwealth mlaﬁzié'ﬁéléﬁi g -

Cidl Diés ' .

TO: UK, HIGH COMMISSIONER IN
U.K, HIGH COMMISSIONER IN LUSTRALIA
U.K. HIGH COMMISSIONER IN NEW ZELL-ID = -
U.K, HIGH CUMMISSIONER IN SOUTH &F=ICi (BY #IR MALIL)
U.K. HIGH COMMISSIONER IN INDI.
UK, HIGH COMMISSIONER IV P.KISTLN
U.K. HIGH COMMISSIONER IN CEYVION
U.K. -HIGH COMMISSIONER IN THE FEDERATICK}{BY AIR MAIL)
OF RHODESIL AND NY.SALAND

——— e et ——

{gent 09,05 hours 14th February 1957}

CYPHER |
W, No, 209 CONFIDENTIAL

iir Moil to U.K, High Commissioners in Cape Town, Colombo
and Salishbury. ' {&1 =t ‘3.

My telegram W, No., 191, _7
SUEZ_CANAL

State Departacnt propesals far interin setilement are still
as set out in paragraph 1 of my telegram W, No., 191, but with
additional stipulation that the "neutral agericy" which weould be
"chosen" by agreement between Egypt and the . users, would actually
be "appointed" by ERgypt. .JLccount would, however, not be held
"in the name of Fgypt" but undser some neutral designation such as
"Syuez Canal Account", _ S '

2e 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 Bgypt" which will be
necessary inwrder to bring him to the point of ncgotiation ot all.

&5 a counter-weight to this concession, State Department believe their

plan makes the maximum use of Wassert'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 Ceneral.

Be 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 guestion of Canal
ownership, They argue, however, that in weality question is already
prejudged in practice; EBgypt has got the Canal and is

certainly not going to give it up. While, therefore, we ought not to
sacrifice the theorstical Pposition except in exchange for sume

' concrete advantage, they think that an agreement which gave the users

50%0f dues as a lever on Nesser, pending a final sgttlem&nt, would
be so substantial a gain ass to be well worth the risk.

-

/Ccopy to:—

A wf,
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A - Outward Telegram from Commonweplth Relatidns Dffice
; - - . =

T0: U.K, HIGH COMMTSSIONER IN PAKISTAN

RPTD: U.X. HIGH COMMISSIONER IN CANADA \)
UK, HIGH COMMISSIONZR IN AUSTRALIA

|3 U.K. HIGH COMMISSIONER IN NEW ZEATLAND .- ) BY

U.K. HIGH COMMISSIONER IN SCUTH AFRICA

: U,K, HIGH COM<ISSIONZR IN INDZ: AIR

: . U.K, EIGY COMMISSIONER IN CEYIQN .-

| UK, HIGH COMMISSIONER IN THE MATL

r FEDERATION OF RHODESLA AND NYASATAND

; (8ent 19,50 hours 14th February, 1957)

! *  CYPHER

_ PRIORITY

] W. No. 222  SECRET

Repeated Air ¥Mail to U,K. High Commissioners in

Ottawa, Canberra, Wellington, Capetown, Delhi, Colombo,
and Salisburye. Ju?
. .

Your telegram No, 197. d
! | . SUEZ
T We welcome this opwortunity. 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 i prominent Asian
Stateman +to state in public reasons against Jeaving Canal in
exclusive Egyptian control. Interest of users of Canal, hoth

East and West, is so considerabls that it is impossible to plan
economie future of mony countries, thelr ordered development,

or raising of standards of living of their peeoples without &
system of adeguate guarantecs which ensures that flow of goods
through the Canal will not be capriciously interrupted. EBurcpe
needs Canal essentially for oil and present experience shuws that
Europsan scconomy can ab o pinch get encugh cil round Cape and from
Americans to keep going, But Eastoern countries depend upon Canol not
only for effeetive delivery to their pripcipal markets of their
principal exports, but alsc for prompt and cheap transport
essential capital goods without which their whole future 1is
jeopardised,

e . Mr.Suhrawardy might go on to say that no Asian country,.
and certainly not a Muslim power like Pakisgtan, would countenance
any system humiliating to Egypt, or dercgating from her
suovareigney over the canal, But a system of .dequate guarantees
is perfectly reconcilable with thise Indeed, U,N.3ecretary
Gensral exchangcd with Egyptian Foreign Minister an outline of
such a system in Octuber. Interest of Pakistan, as of many other
nations both in ssia ond in Burope, is to see such a system worked
out to the satisfection of both Beypt end the users and put into
practice. '

Le 4/
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c Outward Telegram from Commonwealth Relations Ofﬁc?/'

T0:  U,K. HIGH COMMISSIONER IH PAKISTNT
(gent 17.00 hours 15th February 1957}

 —— s Tt B iy e e

; OYPEER
WRI TITY

fo, hot SECRET .- ,
. T ‘i‘if £

© Your telegram Mo, 203.
g UB Z
Following are answers to points raised in your telegram:-

(a) TIn regard both to this item ang fo other items, you have
full discretion to. use available gaterial as you think
fit, - You may wish to impress on Tikistan Prime
Minister thot 1888 Convention ig the key to the %
situatisn and Egypt has repeatedly affirmed her
intention to abide by it. No other agreement derogates
fpom it. The preszsure of world opinion is necessary t0
keep Bgypt to the terms +f the Convention, For sxample,
. Egypt might, to please Russia osr India, hold up ArMmS
deliveries to Pakistan and other membars of Baghdad
Paoct and S,E...,Te 0. .

(b) 'The agreement of 155k regarding the Suez Canal base 18
. guite separate from the questicn of the ganal, though
our interest in the latter wagisafeguarded by article 3.
The Bgyptians svidently regarided British withdrawal
from Lhe base as o step towards the seizure of the
cannl, The agreement had no practical effect on the
 administration of the Canal.

{¢) You have adequats material on this.

(A} 1In the face of Fgyptian Financlal laws of 167 and 1952
affecting forelgn enterprises in Egypt, an agreement was
reached in 1956 between the Company and the Bgyptian

Government. By an sxchange of letters on 30th May, 1956,
it waz agreed that the Company should be exempted from
these -1aws but should invest in Egypt £6 million to be
raised by ilncrements to g15 millicn by 1958, with
further payments up to 1963. The money was to remfin
invested #t the chsice of the Company until the axplry
»f the concessicn, and was ts be separate from the
investment in the Canal itaelf, The terms of the
Bgyptian Minister of Finance's reply to the Company
implied throughout that Egypt accepted the Company's
 continuance until 1963, But nationalisation followed

within .a few weeks.

() . The best point for public -use iz that Egypt had mortgaged

7 her mein crep for three years ahend to obtain arms from
Russia and was clearly prepared to sacrifice sorely
needed schemess for the sconsmic improvement of the
country t5 hér ambition for pussian arms, Her defence
expeniditure for 1956-57 showed an increase of £520
-million over previous years., It was, therefore,

/aoubtful’

/%
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ubtful whether Egypt could any longer hope to
inanceé even the locel currvency costs involved in the
High Dam project and virutally certoin thet she could
: not service any international loan given her for the
; - external costs. She had also falled to reach agreement.
f with the Sudanese over the Nile Waters., There is also
background material in Foreign O0ffice intel No, 151 and
in my telegrams V. Hos. 286 and 294, American and
British withdrawol of offers of aid does not mean loss
of interest in the future of the Nile Waters, In
answer to a Question, (P.Q.46) on 11th Pebruary,
Forelgn 0ffice Parliamentary Under-Secretary said "It
.. is certainly desirable that the interested Governments
> ghould co-operate to ensure the best and most equitable
- v use of the Nile Waters, - Many questions of & technical
o o nature are involved, as well as policy, and Her
Mejesty's Government would be in favour of holding a
conferasnce ot the appropriate time,  For sbvious
pelitical refstsons It is not practicable to hold one at
present,

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

Our case is mset forth in speeches made by EBir Anthony
Eden and the Porelgn Secretary in the House of Commons
in days lmmediately followling 30th October. Guidance
telegrams Nosg, 112 and 114 of 1st and 2Znd November
respectively are also relevant. United Kingdom
Government's warm welcome for the ildea of an inter-
naticsnal force 1s set sut in guidance telegrams Noz,.
120 and 132, Telegram Ho. 127 guidance shows how the
limited objectives »f our intervention were successfully
achieved, :

(1i) THE SINAT CAMPAIGH

Egyptian resistance to the Israeli attack was cpparently
slight and the Egyptian forces suffered great losses of
“men and material. Some 5,800 Egyptian officers and men
ware taken priscner, The Egyptians took three Israeli
prigoners, No factual statement about the size and
. "nature of Egyptian losses in the Sinai canmpaign shouid,
~ hewever, be attributed to the United Klngdom Government,
It is important that the Sinai campaign and the action
in Port Said should be clearly distinguished,

{ii1) PORT 8.ID ACTION

Guidance telegrams ¥os, 133, 135 and 140 are relevant.
Despite Bgypt's huge masses of equipment, the British
and French forces suffered negligible losses, The
Begyptians seem to heve been unable to use efficiently
the weapons they had mortgaged the future of thelir

. country to buy,., Hevertheless, when fighting was resumed
after the first, abortive, cessge-fire, Egyptian
resistonce was atouter and their performance sheuwld not
be decried, While it is true that many Egyptian troops
donned civilian wear, they did not take to their heels,

g ik e v ey A

Copy to:—' D.IT
SUERZ O WAL DISTRIBUTION

SOUTH ASI: AND MIDDLE EAST DREPT.
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4 | . _ After the Foreipgi Seerstiry's statement in the
_House on December 17, ¥r. Hammarskj$ld told Sir P. Dixon,
on. December 19, that "the Rmtian Governnent was

willing ‘o a:went‘h/he'ﬂ,saw some British crews on the

CLEARBNCE.

Ki Gep) for the time found
o ha withﬂi'ew thia aﬁ&tamt on beecnber 20, |
[ B me 'I;ha.t hg -_ MMamaratmd thEEmtian Poreign
- Eini&ter. | After the ﬁth&mal of British £n§r‘ces

_ .from Boet Said, Geméral Wheeler rem into diffieulties

i .Becpetariat, Messrs. Cordier end Katzin, to settle any

S .. . . ‘difficulties that they could, and report. These two

Mr. HammerskJ8ld on Detember 31. Their recommendations,

! ]

whiéh he wee disposed to .ﬁﬁféie;zt , waret-
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(e) ene’ B:-usw: amort ahip (ILJE.ﬁ. Btriksr)
to remain a’t Em't Sﬁftd.;, w:. witkbat ba.ﬁas
_relieved, until end. oﬁ Jaxm&rx, by ﬂhen

it was expected that_ all Allied -gh;pst
*wau;.@. ha.vs ¢omple‘bed thei.l‘ 'baska anﬂ.
weﬁld'lsaf‘ﬂ-ﬁe:;

(4) .prqtqutio:; ahﬁ Mtiea ﬂez.-- _Allied
veés.el-g ana. | érewg on lines. prafiqﬁaly

agreed by 8ir P. Dixtn w.ith the Secretary-

. Gemeradi. -

_'___'a ﬂ:l.nal pian d;id. not

. J:*aq;aire tha 8ix ahipa 2@:::' uae s@nth oﬂ E‘l Ga@, we
_ hsd at- this stags 11t.'b1.s optiam bﬁt ta mquiesce
in Kr. Hamﬂarskj&lﬁ‘a dge;tsid-n. Th,are is need :

for caution abau:h the mxerenae 'ehi-a w:Lll make

: .'in ppa&‘hiae ta the time rﬂ;"_f;: .._;d' t.o-’.ciés,r th&'
Genal | ’I'echni«eal mﬁﬂ-s ai‘r tha Mmiralty recentl:r

astimated that, 1f the :t:mr

.' _shj@g-_opigj.na,lly
under chartér 40 u;a. wam usaa. hr tha Unite;_‘i._ '-ﬁa—t_ians.{.
tlee‘a, the e:!.’feet o:r emlu&ins !witiah anﬁ i‘rench

ship's 'would be nagli:g;l.»fb;_g._" aml cerﬁainly the rirat

tigures of seven wgeks anﬁ. ﬂwtem w&eks reﬁkm&

fﬁha& feﬂ.!:‘
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= 'l:-he rw Gerhan ehips aa pe_;rt otqur own’ fleet.

‘nhe Amniralty have ame revised their opinion

e and I understemﬁ tha'b the First Lord will proposs

'.that we ehaulé. make r.:lea:c to M.r., amnarskjﬂld ony

diﬂ?s;gi-"mment' with Gaaaral;}._m@e? » assessment. |

-.Though t.here is rwm ff.u: ﬂ.iaagreement-, and thnugh

the advic':e -g:l.sren_tp General Whae‘.!.er by his. Duteh
-and Danish salvag& amtraatora, ms.w' e 1n.f.'1uen¢ed
-by t.heir own aommial advantage, it Beems claar

that Gm.eral maaler a me ﬁ.a at leagst arguﬁble

'-'tmhnicnlly, ami that We mu].d‘ :h.azu'e ﬂiﬂﬂiwl‘ty in

: prcving him wrr.mg b;eyond reasona’ble é.aﬂbt,

eapeeially ag he is on 'bhe spot and. we are mt.

3 ﬁeneral ’Hhe.aler has sxmouneed th’at eﬂeﬂti'ire

] -aalvnse omaeratioma ﬁam;ﬁ o¢ E& Gag &&saﬂ an .

4 omoerr r_;'ﬁmﬁ!é_;,igéj

presant concentrating o;n aseurina yermiasmn -bo

rep:lface the presmt Mt&.sh amqpart ahip b:,r g mare

_ su:l.ta‘nle one (pemt (c) a‘bova)

CF]N&L

SE,TT Ll: ﬂfrﬂ

- 5.-: Gm tha canal Sat’clmt 1;he Beeratuy—&mral

/is maiﬁenns

£

Nl

maZm;




b P

| 2 oms "~ PUBLIC RECORD OFFICE T ! T 2

i T 2 2SSOS X F17Y

Please note that this copy is supplied subject to the Public Record Office’s termis and conditions and that your
use of it may be subject to copyright resirictions. Further information is given in the anclosed Terms and
Conditions of supply of Public Records' leaflet

moOZm;

Rl

\ .

_ia eonsidering ‘l:he’:-.ﬂ'_é.g-;'@t_a;}%y,;# Btate's ideas put
| to .hi:_n, berarechgisms t’erﬂritain&adli‘rance to
teke & 1esﬂpromment9w= inths nﬂsﬁtiﬂt ions
e $ewet&w—‘3ma15 ﬁirﬁtreactiﬂn wss that
the 1mediate pm‘blem is to éét as soon q.a. poasible
| oome ktnd of mvuel sommisnens betwesn tho Untted
Kinzdam, _Franﬁé end Egypt, | a.ﬁdffto_-éonser#e the
| connnéh -ground ést&biigheﬁ, in his letter of October 2L

by resuming-disenss 55#.:.33 Whm -they wene Jeft off.

the very near . rnt'are , ancl then " te rdll.'da_w Dr., Fawzi
to -Gg;i*ro' for talks with -ﬁas ser. -
6. ': There ' 5_-8‘ ﬁl;uﬁ?' eﬁdanee thatHr. Mcﬁloy i’a at

. work cma. pia’.ﬁ to enaure amaaﬁreor ;@#’E:#M‘bionﬁl
supervision of the &mmml tne Interngtional

~ Bemk, Which would colleet the tolls and ‘disburse

them on en sgreed plen includimg compemsation for |
the Suez Osnel Compény. . This would put the Bank

in & 'pqsit—iqn' ,s_imj.l_’a.’_z;&tﬁ,_ ‘but periiaps more effective

 then, whet could be chieined through & watersd-dewn

Laterial levsl o a

8.0.0.4. | - Negotistions st mim

/oans)

s
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8ir P, Dixen

.
Jamaary 3, 19%7,

.

' Reputtd mawmm o Tas w r mm:m).
My telegram Yo, 30: bﬁﬁm
Personsl for Secretary of State, .

o

Although Razmarskjoeld ne douht belleves that a vigit by
hingel? to Calro 1s ths best way of launohing negotiations for a
settlement, I am doubtful whather it is in our lnterest for him to
go, for the following reasony;

{s) Hasnarskjoeld, as you know, teuds t0 the view that the
position of Bgypt an the injured party deserves particular

~ ‘attention, He has alyrsaly had nsmercus discussions with Pawsl
on the guestion of a settlemsnt and a visit to Cairo would
Anevitadly result in publiocity for Egyptian privr sonditions,
with whish ta Sscretary-General wanm appear to de umhtod.

{b) By retiining Hanzarskjoeld as the intermediary bstween
curselves and the Egyptiens wo run the risk of the Genersl -

Asseubly insisting om having & ssy i the negotixtions.

{6) The soener we oan estadlish some form of direct sontast

between ourselves and the Rgyptians the detiar, in order to
prepare the way fo vesumption of rTelations over the.whole

field and thus extrioats onrselvés from the @iy of Ake United

Nations and its swﬂtm Gezaral tm our Middls Esstmpm poliales,

2. I understand that Hammarskjosld mm&u m to Mm shortly
after Powsl leaves New York in & week or s One'Way to stop this
might be for curselves and ‘the French to offer to weet together with
Fawsl in New York, under Hsmaarskjoeld’s suspices, is arder %o
disouss progedure far resumptlon of negotiations, My Frensh
ecolleages thizks that M. Pinean will n-nhbl; aoms hare mxt wosk

.,
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(paragraph 4 of Paris te
that, if you could joln
gtart these talks going, despl

legram No. 2 to you); and 1t osurs to we

nim for & fev days, wo might be able to '
egpite any initisl relustance on Fawsi's

part, Ve knov that Haamarskjosld would welooms this.

'3, My Frensh colleagi® is in go
views, If you and ¥, Pinean were

peral agresaent with these
in favour of this move I

velieve that Hammarskiosld woold use all bis lufluende with
Fawsi to secure Bgyptiad wnt-. _

el K

N“W )“é'y
ok pb”
 Udigad Nk SV

s
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He asmmed that we would kesp in close

{oush with My. Lodge in New Yerk. |
Foreign Office pliase pss to Paris, Oslo, Rome

mbo &8 Ny raus Nos,3, 1, 1 and 1

vely.

d %o Paris, Oslo sxd Reme snd oopy semy to
e it *%o B.X.H.C. Coloabol.
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Your telegrams Now. wmm@w. [Cam Betttament/,

Fallowing for Minister of Stats,

mmmmwmm wmmm'
1o discusy the next stups to be takem in peparing for " “hm
futizrw B Canel 2igime, Wuwmmﬂmmmm Fowsi
1040 Yo utmat to Feash . agrevmest i pestulure befere el by
or the Secretary-Gensrsl lsaves for Culro, med that
trough the Seevetary-Guneral withect any RbemR cn our pact & MK o
contact with De. Fawsl
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T supedrs from iew Vorh bologroas 100450 that

son . Toppmarsijold s probably already onptainis

459

these o8 "owocsdur:, couiealbs, naprtieipents, tindng 8hd
atmosnhere™. The lost waid sppenrt Lo dewend on ¥
other rour, on wkich 6 aopmzals wr: 08 Z0L1TWY.

o e hovo iunstruchad 3ir T Dixon to t:ll the Seorotory-
Ca cepul bthaed we thiax i pest imvortiat thot e Trotedurs
far pagotistioas ghiould be detormined LY sprzement bhetween
LI -
£

Sgant, -wance and the Untted Hiogdowm. Thin, if 1t were

"y P P

done auiekly Guaugi, wouULl avaid v

r
-
tah
—
b

tlra Cengsol nssenilys e noveo slso $old Lhe Seeretary-
nonerol that we havs 8a oren mind on the ruestion of o

shoutd serticipate In e avendusnl aogotiatl ne, e Ao

net iagist oo conduoting thacsm alase with Hhe Findh, o

e o oS FVED axelude Tho noanilility that we chould not

1 . ' - e P e ot PR = e Tan -
tale gay "ERT 2L 01k, SuP veaniroments rorily Cewuls

{a} migt Lhe acgotigtarns shiould e agprsed upon
by Sg ni, FEEal and phe united Iingdow, and
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s~oatined 0 ragernients
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with & sericug iptereat in ihe fFuguve of the

T Je o puenered b9 regerd XX, Jsmmerskield's letter

Cof oetoher 20 b oF. —awsl &g the probilb stazrtiong poink

[1:’{; o E_"-.(_z)f i

N TR RLTY
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for frzeh negodlatllong, and this to & large extent delfines
tirenr content. 4t e same Bime W& OUYE continuing to uim

a2t o syesi-m cffering BhE UEELS erivolent pusrentees o
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those they would have obtained under the lE-fower

Ly

\ )
ety

i

proposais.  ITL ve tage port in the negotiations we
ehnll therefare wish to amend and £ill out the Lerms
of ¥r. Pommerssjold's letter with this aim in view.

L, Gensrsl Jdneelsr has said th:t ke ecan clear @
ehen.el through the Cunsl soon alter the beginning of
Vareh. The opening of this chemnel will &t cuce rzisge
diificuit nroblems ior us, iscluding the question of
how British shivnowncrs erc to &y tihelr quos. The

negotistions with Lgypt &re therzfore ¢ matter of sowe

el

urgency. 31t is mort unlikely trhat & fiisl setbtlement

son be resched in the next few weeks, bBut o deternined
effort ehould e node te avrive ot some kind oi provisicnel
srrengement designed to avoid disputes over the raymelit

of Gues ené similar guesti-na vending the gompletion of
negotiatine fop ¢ final settlewent. {The two aslterustlves
which have been under c¢oasiderstion in the committes of
oisicinle worki:g on fthis cuestion &rc: {a) that we

chould try tc pet an agreement with Bgypt under which

aCUh would crovisionslly receive the dues or (b) that ve
chould try to pervsuede the Tnterpnational Zank to receive

$he dues pending the cunclusion of the fiasl ggreenent).

£, Tn hig %eleg.vw o.35l Sir ¥.Dixod suguests that you
should inin Honsieur iineau in ew York for & lew Gays

in orGaer to Sattls the rocedural points &nd propérs Ifor

the launching of the tolks. ke welieves thet the Seciztory-
Gepsrsl would wes wll nis influeace with Dr, fewzi 1o rFooure
mpyobian spresnsat o this wroeedure. X underatand it to

Le your wiew, "ONEVED, thet 417 talks of this vind are to

Jteke

& moOozZm:
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e ¥inister ol Btobte.

e

{(H,Peciey) -
Jenvary b, 1957

conducted by th
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SECRAT \'J E!w{ 0

After my interview with Mr. Krishna Menon orl
Jenuery 1, I wes told by Hews Degartment, that the Times
Diplomatic Correspondent hed been acked by Mp. Menon
to go to Cleridges to see him, Mr, Menon geve him whet
purported to De an sccount of his conversation with me
end indiceted that he had had many interesting ideas 10
digcuss with me but I had not stpesred to went to do
this., He felt that he had oveen given a "hrush-of L
by me.

T saw ¥rs. Pandit on Jarwary 4, ook her through
the record of my conversation with Mpr. Menon end told
ner apout what the Times Diplomatic Correspondent said.
I said thet I wanted her Lo understend that I would be
very ready to listen LO omy NEW ideas which Mr, henon
in fect wented to put forward end that I was only oo
willing et sny time 10 hear the thinking of the Indian
Govermment, on current probiems srnd to exemine carefully
their suggestions., 1 ssid thet ¥r. Menon might well
have reported to Delni in the seme sence thaet he hed
snoken to the Times correspondent,,  Therefore T did

not, went there Lo he any misunderstanding.

S. 1
pl
Januery . 4, 1957

o MmO Zm;
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LY \':
{United Kingdom Delegation to the Unitad Netioms)
Cypher/OTP MIDDLE EAST SECRET 1
DISTRIBUTICN J a2z

Sir P, Dixom
Nos 8h De 12.15 a.m. Janvary 10, 1957
January 9, 1957, R. 1.28 a.,a, Janvary 10, 1957,
TLNVEDIATE .
CONFIDENTIAL U

Addressed to Porsigm Office telegrem No, 84 of January 9,
Repeated for imformation to: Paris Rome

shingtol T.K.H.C. Colombo
0slo ;aj"f; - (ince

Your telegram No, 117 and my telegram No. 74 (not to all)
Canal settlement.

Followiag from Mimister of State for Foreigm Affairs.

Pinesu did not receive the tslegram from Chauvel till last
right end wa sew the Secretary General togethsr this morning.
Hammarskjold expressed imterest in the idea of bringimg inm Norway,
Ttaly and Ceyloa "or countries of that kimd”, His opiniov was thet
Fawgi would say that it was too early "for protocol reasoms” to
set up the suggested committee formally but might well have no
objections to bringimg the other countries in laformally, I said
thet even an informal beginning might pave the way, but was upable
to get a defimite assurance from the Secretary Gemeral thai he

would put the ides to Fewgl a® his own before he had gone over the

ground already covered with him to give greater preBiSiOI to the
progress o far achleved,

2, Hammerskjold led off with this latier idea and Pineau,
who hed just seen MeCloy, took it up sctively and rather at the
expense of the idea of bringing in Iisly, Norway and Ceylom st
this stage, Pinesu said that he had found MaCloy imterested im
the ides of & tripertite organization with Egyptisn panazement,
3.C.U,A, and the Bamk. MeCloy had given his view that the
Egyptiams wers more likely to accspi sueh & set-up om & grovislomal
begis to cover the period of clearance, dredginmg and deftlﬁ%ﬁqa@’

savrim ' . 8
/1 g T 5

Cap¥
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. UKDEL NEw York telegram No, 84 to Forsigm Offise

ﬁ?“

leavigg & fimel settlemint toc & future time which Pleeau saié

-would not be bad apd Hammarskjold said was more likely to be aecept-

abls to the Egyptisas, MoCloy had msde the point that whereas the
re-opening of the Canal to oll tenkers was & prime interest to
Europe other shippimg through the Canal was of more interest to
Aglia, .

3, Hammarskjold seemed heppy about the ides that the
Bank would through financial questioms have a part tc play im the
settlement question and expressed his opinion that Fawszi wag likely
to teke & positive view on this, He propesed that we whould meet
again the the mext few days at a time motually comvenlent to go
over and reeapitulete ocur idess om the settlement questiom with
perticular referance to the six poimts, the Seereiary General's
letter of October 2 and the cutcome of subsequent discussioms
while Fawzi did the seme for his side im order to get a firmer
idse of what ware the poimts of daparture for future negotistions
and the degree of urgeney inveolved,

Pleasé repeat to Paris, Oslo, Rome and Colombo as ny
telegrams Noe. 12, 1,5 and 1 respectively,

[Repeated to Paris, Oslo, Rome and dopy sewt Telegrsph
Section, C.Re0, for repatitios to Colombe)

ADVANCE COPTES:w

Private Secretary

8ir I. Kirkpatrick

¥Mr, Ress

My, ¥right

Hesd of Afrioam Department

Head of United Natioms Dspartment

20 =0=0~0

mao 2Zm;
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CONFIDENTIAL

PROM NEW YORK TOQ FORLIGN OFFICE \
(1740 Tinsiom ot LeLs bimn b/ﬂ«s Tniten Botione)

Cypher/0TF . MIDDIE EAST (SECRET)
% ISTRIBUTIO

Je u.,ml n DISTRIBUTICN

$ir P, Dixem

Yo. 1 ] D..1.30 &.r, Jamoary i1, 1957

Jamuary 10, 1957 . R. 2.14 a.p. Jemuary 11, 1957

DAEDIATE W

CONFIDENTIAL el

Addressed to Foreign Office telegrgpxﬁo. 104 of January 10,
Repested for information te Washingtop-amd Paris,

¥y immedistely preceding telegram? Canal Settlemsnt,

This new evidence of Fawzi's prevarication goes to confirm
growing impression that, using the Secretary Geweral perhaps ss aa
unconscions instrument, the BEgypiiens sre hopling to string us zlong
with inconclusive discussions on procedure, in the hope that mean~
while the Capal will have been cleared amd shipping passing through
under the control of the purely Egyptlan Sues Csmel authority.

This impression is supported to some extent by thut of UKSU reported
in peragraphs 9 and 10 of his telegram No. 081230, M, ripeav
tells me that he thinks this may well be the higyptiam ides,

2. If I am right in this I suggest that the time"has come when we
should make urgent use of the influeace which we cen exercise
through the meed for money to complete Canal clesrance and pave the
wey for Canel development, This is of course consistent with your
telegram No, 135, I feel however that it cerrles implications in
regsrd to our sethod of approech, sinee, whereas the weans of sccess
for the negotiation of a political setilement must be the Secretary
Geaersl, we can besi "make money speak" by our influense over the

eof any subsequent international bapk loan., It scems to me that
the price which these Govermments can demand for their assistance,
together with the urgent need for finance, are our best levers in
persuading the Seeretary General and, through him, the Lgyptiens,
that & functionsl imternationalizatiom of the Canal must be set up
before the Canel is recpened. - - |

3. If you sgree with the sbove I should like to be ‘431¢"to put the
tinancial aspect ~f the guestion, in the sense of yonfptclegran ¥0.135

to the Secretary Gemeral as soon as possible, I alsd stgges} that,
- g
| /in i Y

\Jy;ﬁﬁyarious Goveruments which have already been asked to provide emergency
7 finance for Censl clesrance and which will be involved a3 quaraniors

i
s *‘
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Suez Canal Settlement

Monsieur Chauvel is e¢alling on the Secretsry of

State 2%t 530 p.rm. to discuss this.

2. Two officials of the French Eunbassy called on e

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

Monsieur Chauvel's visit. The views of ths French

Government,in brief, are as follows:

(a)

/

¥
o

u//s {p)

{c)

(a)

{e)

! V"’A-‘
pr

We should not at present seek direct contact
with Dr, FPawzi, einee to do 86 would court a
rebuff, and if on the other hand Dr. Fawzi
agreed to a meeting he might then insist on
digoussing the Ieraeli withdrawal from Gaza
in advance of all other topiles.

The form of negotiations on the future of

the Suez Cenal should thercfore he discussed
through Mr, Hammarskjold.

In the negotiations themeelves France and

the United Kingdom should take pari, but they
should agree with Egypt, on additional
partieipants, They would like these fo Dbe
Italy, Norway and Ceylon.

Those Governments participating in the
negotistions with Egypt who are also members
of SCUA should maintain contact with SCUA
during the negotistions.

Since a final settlement is probablyimpossible
before the beginning of Merch, an interim

regime for the Canal should be negotiated first.

qqﬂgﬂw¢ 3. In practice, and il we egree, this means that Monsleur

Pineau and Commander Noble should be instructed to

/aprroach
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sch Mr, Hammarskjold in the next day or

two to ask him to approach Dr. Fswzi with the
suggestion of 6-Power discusslons (Egypt, France,
the U.K., Ceylon, Italy and Norway). The
‘ggﬁrwould impress on Monsisur Chesuvel the urgeney

of this move,

//zzué,)

{H.Beeley)
JANUAT 1 .

repregentatives of the French Embassy hoped that %ﬁfm&-ﬁ Y,

r o, mozZzm:;
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FOREIGN AFFAIRS

Susg, Count  Lettbumsnd

Count Plgnattl, on instructions from the Italien Minister,
read out %o me on January 10 a2 number of points from an
Italian telegram reporting a conversation on Decsmber
baetween the Italian Ambassador at Cairo and the Permanent
Secretary of the Egyptian Hinistry of Foreign Affairs. The
Anbassador had raised two questions: the future of the Suez
Cenal, and the renewal of eontzet  with the British and French
Govarnments. '

2. On the firat question the Permanent Searetary had said
that the future of the Canal need not be linked with the
gquestion of compensation for war demage, which could bs dealt
with through other channele. Hosfever nepgotiations could not
atart yntil the General Assemdly's Rescolution of November 2
had bean Tully complied with: this sntailed the withdrawal
of Iarasli foreces to the armistice line and consequently the
evacuation by Israel of Gaza and of the islands at the mounth
of the Gulf of Agaba. Acsording to General Burns however
the Israells should have eompleted this evagnation by
January 15,

B As regards the second question, vhe Egyptian Government
were not prepared tc take up direct contact with the British
snd French Governments, There were tharofors two sltermative
posgibilities for the resumption of negotiations. On the one
hand th® Secretary-General of the United Natione could telk in
turn to either gide, and asct as a go-between, On the other
hend & negotiating committee including the Bgypiians, Prench
and British, snd other nations as well could be set up.

Either alternative would be acceptable to the Egyptian
Government. (I em not sure that this correctly represents
the Bgyptisn attitnde. In the light of Dr. Fewzi'e
conversstions with Mr. Eammarskjold, it seems more provable
that theee are not alternative procedurea btut are rather
complementary to each other, the committee stage succeeding

the go-between stags.)

D. D. Brown.

}JL ) ] & ? lh&:‘anuarx 10, 1957.
of “en efrea .

12{c
Plowst whad s Nab T TR N S WY
ul Qudg( Tof
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CONFIDENTIAL &
FROIM NT7 YORK TO FOREIGN OFFICH
{(United Kingdom Delegation to the Unlted Nations)
Cypher/0TP - MIDDLE RAST SWCHET
LT, DISTRIBUTION
Sir P, Dixon e |
No, 160 =- . 1D, L.05e.m Jemusry 16, 1957
January 15, 1957 ',E{i - R. 5.10 a.m. Jsnuary 16, 1957
PRIORITY S
CONFIDTNTT AL

Addressed to Foreign Office telegram No, 160 of Jesnuary 15.
Repeated for information to: Paris Washington
UEHC Ottaws

My telegraf No. 158; Suez’' Canal Settlement. ‘
Following from Minister of State for Poreign. Affairs,

We exnlained to Pesrson that, as seen from here, Fawzi
geemed to bhe trying to string us sll slong until the Canal is
clenred and the Bgyptisns can say that “this is our canal"™ and
sssert their claim to have all dues psid to them. We showedgrisal/:;
nim my telegrams Fos, 103 - 105 and your telegram No, 1697 We
slso left him 2 further dopy ‘of your telegram No, 135 with B
request to ignore paregraph/7, g .

Sl H e ; R ii‘:-,f
2. e explained thet we wé}e iﬁ fevour of going for some
interim arrsngement ss we were now unlikely to be embsrking on
negotistions for a permsnent settlement before the Csnal was
cleared, Te also explained McCloy's ides of tackling the
financisl prohlem in three sisges with the International Bank
playing & role in the latter stages, (my telegrsm Yo, LB}

fel g I-C
3, Pesarson thought the idea of an interinm arrangement was the

right spprosch, He was somewhat doubtful, however, whether the
Bank would be preparad to engage itself as deeply ag we had In
mind, He did not, for insgtance, think the Bank would wish 1o
supply the capitsl eguipment for the Cenal unless it could somehow
get £ Firm guarantee that the Bgyptiane would not eventuslly
expropriste the equipment, 1In any case, he d4id not think the
Bank would put up its own capital but would have to.ralde the
money from contributors snd finance it out of a supercharge on
/the

%
.
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-
.
FROM NEW vOR 70 FOUETGN OFFICE
{(United Kingdom Delegation to the United Nations)

Cypher/OTP e WIDDLT RAST SRCRET
$ir P. Dixon B '
Neo. 179 . \1b-, D. 4.30 w.m, Jonusry 17, 1957
Janu=sry 16, 1957 B ™ R. 5.17 a.m, Jenuary 17, 1957
PRIORITY
CONFTDRIWTTAL

Addressed to Foreign Qffice telegram Wo. 179 of January 16.
Repested for informstion to: Paris
. Taghington

- B
My telegram No, 103: Canal Settlement.

Hammarskioeld raised this guestion during cur long talk
todsy. He did not think there had been any real chsnge of
position on the Egyptian side, though the atmosphere had not
been improved by the reports of M, Pinesu's efforts in Waeshington,
Yoreover, Fswzl was finding it difficult to get Wasser's
attention on the problem while he was preoccupied with the
question of Israel withdrawals in Sinai and Caza,

2. In order to break through snd get something golng,
Hammarskijoeld hed given Fawzi a draft letter desipgned fo
crystallize the vague exchanges thot had teken place by seeking
formal suthority for Fawzl to start talks and asking for the
Bgyptian Government's views on what other user interesis might
he brought in, Fawzi had indiceted that something might he
done on this very soon, and Hammarskjoeld wag aiming to pin
him down to a serious discussion on the detsalls of the
suggestions in his letter of October 2L, possibly at the end

of this week, /3

~— mMmOZEZm;
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CONFIDENTTAL

UXDPL New ¥xk teleprem No, 179 teo Fereipn Office

- 2—

3. Hsmmarskjoeld was, on the whole, surprisingly optimistie,
though he emphasigzed that much would depend on how things
developed in respect of the Israel withdrewal, 1T 4id not
mske the obvious point that this was a piece of Egyptian
blackmail gince T think it best thet Hammarskjoeld should be

left to dlscover for himself what the Egyptilans are reslly
up to, '

Pleagse repent {o Paris ag my telegram No. 29,

[Repeated to Paris],

bbbbhh
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CONFIDENTIAL
oM §TON_TO GN_OFFICE
Cyrher/OTP MIDDIE E RET ,.(
Sir H, Caceda ... D 2| J
No, 82 . T Y D12,20 aum. Jamary 17, 1957
Janmery 16, 1957 1 . . _R’:?&B a.n, January 17, 1957

. Addrepse Lcpeder VLY slogram Ho, 82 of Jamuery 16
“Repeated for intormation to: UKDEL, New York

Lt n ve
TN Peris. ‘ Jr{-.ltrfl!,ﬂ?

My telegranm No. bh: Canal Settlement.

I have now had a further talk with ¥xr, Phleger. He sald that
it was important to reach some settlement, even 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 Departnent meant io use all their influence to get hin
to get a move on. The main instruments with which Hammayskjold
could be prodded were, (A) his need for expert knowledge ebout
the operation of the Canal, and (B) finance,

2, As regards (4), this was whers S5.C.U.A. came in, If the
Asgoociation could tuild itself up al once by means of technical
studies into the one really technical body on all questions
connected with the Canal, Mr. Hammarskjold would be bound to
turn to it for help in the task allotied to him by the General
Asgembly, Full instruotiong had . been sent to the United States
Embassy in London on this aspect and you will no doubt have
been informed.

3. As regards (B}, when the United States had agreed to advance
£5 million, towards the initial expenses of Canal clesrance,
they exchanged confidential notes with Mr, Hammarsiklold setilng
out the bagis on which the advance was being made, The State
Department yesterday gave a member of my staff coples of drafts
of these letters but sxplained that some minor alterations had
baen made in the final texts which they would give us later., On
belng asked for these today the State Department sald it had

now been decided that they could not be given to us without

Mr. Hommersjold's agreement, The draft texts in my two lmmediatel;
following telegrams should therefore be treated with some roserve
and in the sirictest confidence.

MO Zm;
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¥rowm vhet Dr. Malik seys snd Ifrom sll our other
information it =zeems to me clear that Fasser 1o defermined
to use the Luez Ssnal as a Torm of pressure on the countries
which use it. French and British ships will not be zllowed
throuph until Ceza is evacusted by the Jaws. snd we st
exnect sccess to the Cansl to be closed to us later becesuse
of what 18 heornening in aden; s&nd closed to the ¥Freuch
because of slgeria; and powsibly to the Portuguese because
ol Coa, atc., e, n a wvord, Yasser has not the clightest
intention of &biding by the 1886 Convention or adhering to
his promise to Jivorce the Canal from politics.

Ze e must conslider what we should do in this situation.
It meems rather ironicsl to be spending a Lot of western
money in order to wlace thals weapon in his hands. But we
cannot afford noi to repair the Canal. I am incl ined to
think that the moet usefvl course might pe to aleyt the
Americons ocnd S5CUa and »ossibly even the Secretary-Genersl.

3a I seked Dr. Malik lzst night how Masser nrooosed
o oey for the damage he had done to the Canal Company's
property, (suni dredgers, wrecked buildings snd equipment}.
v, Malik ssid that Fasser had explained that he would pay
for this out of the dollars which he was ssking the suericans
to unfreeze. Dr. Malik then enculired what he would do 1F

the Americens declined to unfreeze the Zollars. The realy
wes not very clear, but Dr, ¥alik pot the impression thav it
was Nasser'es intention in that eventuality to get the

neceasary mohey Irom the Russisans. when I told .r. Halik

/that
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that T believed that Nesser wac tied to the Russians

hand and foot he A4id not demur.,

\j‘ JAGbpa Ko
Jmm
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OCFLDENTIAL
SUEZ OCANAL SETTLEMRRY
Note on the Principles to be smbodied in any
new intermational instrument
A, ﬁon—aiamum_

1,  Our ainm must ba 4o give effect %o the first of the mix pofuts approved
hylthe Seourdity Council on 13tk Ootober, 1956, namaly that "there should be froe
and open transit through the Canal without discriminstien, overt or covert®.

2. Sefeguards against gvert diporimination are provided in the 1388
Convention. Egypt has abused the right given under Article X %o take measures
for securing “the defence of Bgyph end the maintenance of public ordsr®, but
the gquestion of ascuring some Iimitation of her rightll in this respect dapends
on the United Nations' suocess in finding & solution of %he Palestine probiem
and the degres to which the Unlted Nations partioipate in the Busz Canal settle-
mmt. ’

3. A situstion mey well arise (not only whem the Canal ie xe-gpsned in a
fow montha' time but alse later en if the growth of traffio exceeds its ocapasity)
in which the Hgyptisns will meek to impose prioritles on vesscls seeking tramsit
throagh the Canal, and to serve political emds in doing se. Our interests
reqguire that vessels should be dealt with on the prineiple of "first ocoms, first
served", leaving any necessary adjustments of the flow of traffioc 4¢ be made
before vesacls reach the Canal. I% would, therefere, be desirable to reinforce
the safeguards againﬁ overt disoriminstion in the 1838 Convention hs aptablishing
%he principle that no preforeace shell be glven by the Egyptisn authority %o one
vamgal over another voamssl, as regards access to and transit of the Canal, save
as mMAY be necessaTy raf the safety of mavigation and the maximum speed of passage
of shipping through the Cansl. (Article 17 of the 1955 edition of the Sues
Canal) Company's Bules of Navigatiom provides that “when several vesgsls are
ra8dy Yo got under way at the ssme time, ths order of thelr sailing either into
the Capal or out to ses will be fixed by the Company. The Company will pro-
soribe the movements of vessals wnder way in order to onsure the maximam safety
4o navigation. Consequesatly, no vessel my demand immeliate pasaage throwgh

the Conal and ne elaim for delay arising from the faregeing csumes scan be
admitted"

k. fovert dlsorimination carmot im practice be prevented by paper wnder-
taiings. But it is desirable at leamt to establish Egypt'a cbligation to susure

that agual treatment is given in all reapects %o all vessels, in such terms as

-t
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to provide grullﬂﬂl for yrotest against sotions which might not be clearly in
breach of the 18388 Convention. In sadditien Yo nﬂ;u_mﬂa sgainst discrimine-
$lon in regard to Cenal dues and charges (ses Seotion B belew), & general

mﬁuﬁﬂngbyﬁmﬁmi@ﬂu sought ~ on the lines of the old Company ' s

" obligation wader Article 15 of the Second Aet of Goncession - %o the effeck

that in ne circumstances will any bensfits cr prefarences be given to Ay
vetsol, company or individuel which are pot given in the samé oonditions
a1l other vensels, companies or 1ndividuals.

5. It is also important to provide against the possibility that sovears
disoriminetion at the ports of access, &.§. in the levying of pert and ocumtons
gharges, mey be exercised by the Egyptian WaMt (es distinct from the
Egyptien Canel Autherity). Article 9 of the 192# Barcelona Comventien om
Navigable Waterways provides B precedent.

B. Qanal dues and oharges |

6. The finel settlement mmst give effect to the fourth of the Securlly
Counoil's "six points" that "the msmmer of fixing tolls sad charges mhonld be
aeclded by agresment between Bgypt and the gsers®. In order that the arrange-
ments %0 be eatablished feor sonsultation with users, and for settling dispates,
mey work sffectively, Lt is desirable %o lay domn in the final settlement tha
gmmlprmoip].es thﬂ-huulagmnthoﬁmeofml and charges, 30 &8
tmhtonmutheampo'rurmwmmumgiw mmw:mmm»
asy be appointed ta sottle Alsputes. ¥Without move agresd limits to ita dis-
aretton in setiling disputes, the tribumsl will bo subjsct $o cenatant prossurs
ﬁmwsmmhﬂxnhsﬂntmuw*smﬁtﬂthsmm of the
users snd of the efficient operation and development of the Canal, and the
toAbumel, may not bs able to resist such pressure. | |

7. One principle mast be that there should be uo diserinination betmwesmn
vessels in rogard to duss and obarges. This principle wis 1244 down in
Apticle 6 of the Suss Cansl Compeny's First Ast of Concession {"the tariffs of
dnes shall be alweys squal for sl) naticna; ne pertioular advaniage oan sver
be stipulated for the exclusive benefit of any one comtry”); it wes reilverated
in Artiolen 17. of the Second Ast of Conosssion.

8. 1% will be desirable to set out in the final setilement the purposes
sur which dues mAy be levied, namely

~m moaZm;
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{a) aduinistrative and maintsnance sxpensss,

(») development of the Canal,

() profit to Egypt,

{d) such other expenditure as it say be agresd ia the final settlement

should be met frou duss.

It would be difficult to lay down principles about (a), although there is
an obviocus danger of Egyptian extravagance., Ag regards (b), the £ifth of ¢he
Security Council's "spix peints" providea that "a fair proportion of the duea
should be alletted to development®; the question qf what & "fair proportion"
should be is considersd belew. Aw regards (o), the declaration which emerged
from the Pirst Loudor Conference (August, 1956) stated that there should be "a
roturn to Bgypt Por the use of the Sues Cannl which will be fair and equitable
and increasing with enlargements of its oapacity and greater pae™; the gquestion
of applying this prinociple is considered below. The scope of {4) cannet be
finalised uakil the ultimets lisbility has boen setiled fer the eost of alearing
the Canal and of replasing destroyed squipment and installations, but it ia
assumod here that, withmtt prejudice to ultimete liabiliyy, the finaneing of
loans maized foyr these purpeses will be met from dwes. If the Egyrdian

-1iability for compensation to the Sues Canal Company ia to bha met from dues,

any exount expended for this purpose from dues szhonld be at the sxpenne of
Baypt's profit from the Carmal.

9. Egypt will be ohiefly interested in the =ire of the profit shs will
obtzin from the Canal. Therefore, the most important guestion of principls to
establish will be the besis on whioh Egypt's profit is to be determined - and,
above all, whether 1% is to be & gusrantoesd profit whioh oan inorease but net
diminish, or ouly a residual suz after other charges have been met. The latter
basis pay not be mooeptabla to Egypt. Moreover, on thls baais, it secms coxrtain
that Egypt would insist om reising the duss inm order to inerease her profit, and
there would be & ccntimuing conflict between her interests and those of the
wsers. If, on the other hand, Egypt was guarantesd & wminimg profit at a
reasanable level, es a fiyed charge oun the revenuss of the Cemal, there isx s
betser chence that she will be eontent to look for fuwrther profiis by way ef
increasing the traffic through the Camal. It should be easier, on this basis,
for a ®fair propartion® of the dues to be allotted for devolopment, as this will

-3~
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not them reduce Egypt's profit although it may peatpons the growih of that

profit. There is, therefore, mmoh to be said for trying to mgree in the final

settiswent upon a guarantesd profit for Egypt, in additien to which furthay
oroflt could accrue o Sgypt in future years according %o the inercase in
treffio. The whole of the revenus from inorsssed traffic should not gn as
profit 4o Egyp%, however; =2 formula will have to be devised by which the
beneft goss partly to the users in the form of reductions in dusn.

10. 7The follewing prineiplss are, therefore, suggeated:

(a) the sole criterion for determining expenditure on development ahould be the
tachaical needs for develomment of the Jsnal sz established by consultation
hetwean the Egypilan Authority and the users, and the servicing of loans
for this purpose should be met from the dues;

(b} %f there ars charges under heading (4} of paragraph £ to be met from &ues,
this sheuld be ﬁthout prejudice to ultimate liability, and any charge on
account of compensakion to the Suer Canal Company should be atth_cm
of Egyps's profis; _ |

{c) Egypt sbould be gaaranteed & minimm profit (subject o adjustmens 1if
compensation to the Sueg Canal Oompany is padd from dues), and sheuld
recaive an agreeld percentage of revenuss ascrulng from inoresases in
traffio, the balance going Sowards pericdical reductions in the level of
thes;

{4) thers should bLe no increases in dues solely for ths purpese of inoyeasing
Bgypt's profii above the guaranteed minimum; subjeet o thet, duss shoudld
be fixed so0 as to cover tha charges at (a), (b) and (o).

[The final settlement will have to provide for the mamner of collection of duas

and for the conditions on whigh, i dues are azot collected by Egypt, sll or part

of them may De withheld frwm her. This question iz net comsidered in this nﬁtg? .

C. Efficiengy of the Cenal
1.  Article 7 of the Sues Canal Company's Seaond Aot of Comoeasion provided

that the Canal and i%s dependent perte shoeuld be conatantly maintained in good
eondltioen. It will be ésslrebhle to satablish & similar obligetion on the part
of Egyp%, 20 as to give grounds for represantations ahould Egypt fail tc run the
Oanal sffioiently.

12, Awmong the funotlons to be given to the Users' representation,

by

T mozZzm:
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provision should be made for consultatiem with Egypt about revision of the
fues Canal Company's Rules of NHavigation, and any future mi.ui.ei of the Rules.

13. Provision should be made for the Egyptian Canal Autherity to oomsuld
a teshnioal bedy sguivalent to the present Internatiomsl Advisory Comxdasion
for Suoz Canal Werks (see 1.E.(0)(8.0.)(57)5), in order to emeure that the
Canal 45 kept 1n geod condltion and that the best advioe is available iu
ragayd to nw woarks. ‘

1% 1% should be provided that all negeasary farilities should be made
svailable in Egypt for the Usere’ ﬂmlenﬂﬁm. }tho tribuynale, and the Works
Conmission, %o perform thelr functions.

Ministy of Trenspert and OQlvil Avisticn
15%h January, 1357




