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I PROPOSAL FOR THE ESTABLISHMENT OF, AN INTEWATIONAL AUTHORITY 
FOF. THE 8UIJZ -- CANAL , 

1, - --The UNITED KINGDOM REPRESENTATIVE d i s t r i b u t e d  d r a f t  
proposals f o r  t h e  establishment of an i n t e r n a t i o n a l  a u t h o r i t y  
f o r  t h e  Suez Canal ( ~ n n e x ) .  He explained t h a t  t h e s e  groposa ls  
had been drawn up by the Governments of France, the  United Kingdom 
and t h e  United S ta tes .  ' The t h r e e  sponsoring governments considered 
t h a t  the  proposals '  incorpora ted  the  minimum requirements t o  ensure 
i n t e r n a t i o n a l  non-discriminatory con t ro l  of t h e  Canal. They were 
t o  be s e n t  during t h e  day t o  t h e  governments i n v i t e d  t o  t h e  
meeting t o  be he ld  i n  London on 16th  August, bu t  the re  might be 
some s l i g h t  delay i n  t r a n s m i t t i n g  them t o  t h r e e  coun t r i e s  - 
Egypt, t h e  Soviet  Union and Indonesia - which had not y e t  formally 
accepted i n v i t a t i o n s  t o  t h a t  conferenceg Hg had asked f o r  t h e  
p resen t  meeting because h i s  a u t h o r i t i e s  had f e l t  t h a t  they  would 
be l ack ing  i n  t h e i r  duty  t o  NATO no t  t o  inform t h e i r  a l l i e s  of 
t h e  proposals,  A s  f o u r  NATO c o u n t r i e s  - Belgium, Canada, Iceland 
and Luxembourg - had not been i n v i t e d ,  he wished t o  explained 
t h a t  t h e  c r i t e r i a  used t o  determine t h e  24 coun t r i e s  , t o  which,  
i n v i t a t i o n s  had been sen t  were: 

(1) t h e  e igh t  remaining s i g n a t o r i e s  t o  t h e  Convention 
of 1888; 

( 2 )  t he  coun t r i e s  wi th  t h e  most tonnage of shipping 
a s s i n g  through t h e  Canal, excluding those under 

9 ,  

( 3 )  t he  coun t r i e s  wi th  the  most volume of t r a d e  pasSing 
through t h e  Canal, excluding those under ( 1 )  and 
(2)- 

2, Referr ing t o  t h e  reasons why h i s  Government had reac ted  
so  s t r o n g l y - t o  the  a c t i o n  of t h e  Egyptian Government, t h e  United 
Kingdom Representat ive pointed out t h a t  they  were convinckd , tha t  
v i t a l  i n t e r e s t s  were a t  s t a k e ,  not only f o r  t h e  United Kingdom 
but  f o r  Western Europe and indeed f o r  a l l  coun t r i e s  i n t e r e s t e d  
i n  world t r ade ,  For example, i n  1955, 67 m i l l i o n  tons  of o i l  
had passed through t h e  Canal, represent ing  one ha l f  t h e  supp l i e s  
of Western Xurope, Moreover, th ree  q u a r t e r s  of the  tonnage 
using t h e  Canal was owned by NATO count r ies ,  While i t  was hoped 
t o  avoid making a NATO i s s u e  of the  m a t t e r ,  i t  was c l e a r  t h a t  the  
Egyptian a c t i o n  was a blow a t  t h e  p o l i t i c a l  cohesion of NATO 
and t h e  Western world, 

3@ The United Kingdom Government had done everything 
poss ib le  t o  remain on f r i e n d l y  terms with Egypt: they had con- 
concluded t h e  Base Agreement, thus e n t r u s t i n g  a p a r t  of t h e i r  
s e c u r i t y  t o  Egyptian goodwill; they had very generously r e l eased  
Egypt ' s s t e r l i n g  ba lances ,  and they had concluded t h e  agreement 
on t h e  Sudan i n  order t o  remove any poss ib le  impression t h a t  
Egypt had an unfr iendly  power on i t s  southern border. Further- 
more, t h e  United Kingdom had o f fe red  s u b s t a n t i a l  sums f o r  the  
cons t ruc t ion  of the  Aswan Dam and had only withdrawn i%s o f f e r  

' 

when i t  became c l e a r  t h a t  Egypt 's  economy was not s t a b l e  enough 
t o  support  t h e  Egyptian cont r ibut ion  t o  t h e  scheme. Despite 
these  e f f o r t s  the  United Kingdom had met with nothing b u t  
h o s t i l i t y  from t h e  p resen t  T a p t i a n  Government. It was aga ins t  
t h i s  background t h a t  t h e  j u d i c i a l  a s p e c t s  of the Egyptian claim 
t o  n a t i o n a l i s e  t h e  Canal should be examined, 

NATO SECRXT . -2- 
1 



--3- NATO SECRET. . 

. < 

C-R( 56 ) 45 

4. The Council would c e r t a i n l y  be aware t h a t  the  rights 
and s t a t u s  of the  Suez Canal Company and the  Canal i t s e l f  were 
governed by the concession of 1856, the  Convention of 1888 and 
other  accords, the  l a t e s t  of which was dated no longer ago than 
10th June 1956. Egypt had then endorsed the  concession, which 
was t o  continue i n  fo rce  u n t i l  1968. Nevertheless, sho r t l y  
afterwards, Colonel Nasser had repudiated a l l  the  agreements 
without exception and i t  was, the re fore ,  d i f f i c u l t  t o  have confi- 
dence i n  Egyptian statements regarding the  maintenance of t he  
freedom of navigation i n  accordance with the Convention of 1888. 
While the  Egyptian au tho r i t i e s  had announced t h e i r  in tent ion t 0 use 
the  revenue f r o m  the  Canal f o r  bui ld ing the Aswan Dam, it was c l e a r  
t h a t  a f t e r  providing f o r  the  normal upkeep of the  Canal, the  sW 
remaining would hardly be su f f i c i en t  t o  cover c a p i t a l  works and 
t o  provide compensation t o  shareholders. There was no question of 
funds f r a n  revenue being avai lable  t o  finance the  Dam. Moreover, 
the Canal was even now only being kept i n  operation by non-Egyptian 
techriicians who were being forced t o  remain i n  E g s t  by the threat  
of very heavy pena l t i e s  i f  they should leave.' 

5. The United Kingdan Government had decided tha t  i t  could 
not r i s k  leaving such v i t a l  i n t e r e s t s  t o  the caprice of one power 
which had made such unfriendly ges tures  i n  the recent  past. It 
had, theref  ore, joined the  French and United S t a t e s  Governments 
i n  drawing up the  paper which had been c i rcula ted;  t h i s  paper would 
be submitted t o  t h e  conference of 16th  August. W i l e  h i s  Govern- 
ment was not asking NATO t o  take a pos i t ion  on the  question, it 
was hoped tha t  t he  invi ted  NATO countr ies  would study the proposah 
a t t e n t i v e l y  and be able t o  susport them. 

6 .  The UNITED STATES REPRESENTATIVE, supporting the United 
Kingdom Representative, pointed out t ha t  what had been done was not 
merely the na t iona l i sa t ion  of an Zgyptian company. It was in te r -  
ference wi th  an i n t e rna t iona l  waterway previously administered 
under genuinely in te rna t iona l  arrangements. There had been no 
consult a t  ion and complete neglect of a l l  the  normal procedures 
f o r  negotiat ion between countries,  r e su l t i ng  i n  a u n i l a t e r a l  
denunciation of es tabl ished agreements. Furthermore, Colonel 
Nasser had given purely n a t i o n a l i s t i c  and s e l f i s h  reasons f o r  h i s  
Government's action. If he f e l t  himself f r e e  t o  denounce in ter-  
na t iona l  agreements f o r  s e l f i s h  ends, he was bound t o  prejudice 
the a b i l i t y  of other countries t o  accept h i s  assurances f o r  the 
fu ture ,  

7. The United S ta tes  was impre~sed  by the importance of 
the  Canal t o  w o r l d  conmdrce. Some 15,000 ships per  annwn passed 
through the  Canal and these ca r r ied  a subs t an t i a l  share of world 
trade. It was not possible f o r  the c i v i l i s e d  world t o  allow one 
man who had acted i n  such an abrupt and i r r egu la r  manner t o  be in 
a pos i t i on  t o  i n t e r f e r e  with the  f r e e  movement of  such a large  
proportion of world commerce. For the  present ,  h i s  Government was 
a c t i n g  on the assumption tha t  if the  countries inv i ted  t o  t h e  
conference formulated reasonable proposals, the  Egyptian Government 
would not oppose them. H e  d id  not bel ieve tha t  i t  was worthwhile 
contemplating a t  t h i s  s tage what should be done i n  the  event t ha t  
the Egyptians refused t o  co-operate. I n  the  meantime everything 
must be  done t o  make the  conference succeed. 

i 
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8. The FRENCH REPRESENTATIVE emphasised the extremely firm 
position which his Government was taking in the present situation, 

W The unilateral ~ction by the Egyptian Government had been against 
3 all established international rules. If it appeared likely to 
 succeed, the Western world would have permitted what might be the 3 first of a series of events which were likely to lead to disaster. 
a ~ a c k o f  courage had in*the past been shown to lead to catastrophe 
3 and the present unilateral action of the Egyptian Government in 
& parti'cularly shocking circumstances was clearly an occasion for 

firm action. In these circumstances the Government of France had 

2 conferred with the Governments of the United Kingdom and the United States; the agreed approach t,o a solution had been explained by 
the previous speakers and in the paper circulated by the United 
Kingdom Representative. 

' 9. 'Iqhile his own Government and the others affected had 
felt it necessary to inform the Council in accordance with the 

W spirit of the Forth Atlantic Treaty, they did not wish to make it 
W 2 matter for decision by PATO, as this was likely to have certain 
Q9 disadvantages. They were anxious to avoid the matter developing $ into an East-West conflict or to give it the appearance of a ' 

I struggle Between Western countries and the Arab powers, The 
conference which had been called to take place in London on 

H 16th August had been planned with these considerations in mind, 'It 
was for this reason that, for example, Israel had not beon invited. 

Q9 
Q9 10. A rapid solution of the problem was clearly of great e cconomic im~ortance for the irnrncdiate future. He therefore , 2 believed th>t all governments with any conscience in international 

affairs would stand together in the face of a government acting 
Q with the irresponsibility shown by Egypt, They could but hope that 

the conference on 16th August would lead to satisfactory results by 
peaceful means, 
' 

1 1 . The CANADIAN REPRESEBITATIVE welcomed the statements made 
m b y  the representatives oP the powers convening the conference on 
0 16th August. Hls Government hoped that the NATO countries taking 

part in the conference and directly concerned with the outcome would 
keep their other KATO partners fully informed, as this was clearly 
a matter of the greatest importance to the alliance as a whole. 

H 

U 12, His Government believed that, if time allowed, it would be " 3 useful to have a discussion of the matter in the Council before 
a the conference began, VJhiIe the pRper circulated by the United 
3 Kingdom Representative probably represented the views of the 
& majority, it would be most valuable to know if there were any 

I divergent views. 'such preliminary discussions, he suggested, 
Q might help to stress the strategic importance of the Suez Canal to 
f NATO, and to eliminate any differences which might exist. 

H 13. The UKITED KINGDOE'I RZPRCSENTATIVE was certain that if - 
delegates wished to comunicatc their views to their EAT0 

4 partners his authorities would be glad to receive them, At the 
presenttstage he could, however, do no more thaq mention the 

U suggestion to London. 
W 
Q 14. The UNITED STATES REPRESENTATIVE pointed out that one 

purpose of the independent contacts now being made with the 
countries invited to the conference was to ensure that the NATO 
countries were in harmony. If it emerged that a Council meeting 
would be useful, his authorities would, of course, consider it, 
Time, however, was extremely short, . 

\ 
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15. The FREITCH ; i T P S T T I  proposed in the light of the 
Canadian ~epresentrtive's raga-rks that the Internz-tional Staff 
might prepare a note indiczting the importance of the Canal to the 
world economy, supported by st~.tisticnl d~.ta. His Delegation 
would, of course, be prepared to contribute to such a survey. 

16. In reply to the Belgian Representative, who enquired 
whether the Council would be kept inforrned of events during the 
conference , the UNITED STATTS REPRESENTATIVE explained that it was 
hoped that the conference would not last for more t h m  one week. 
The Council vi~ould, of course, be kept informed, but it had been 
envisaged th2.t this would not be possible until after the 
conference. If, however, it lasted for more than a week, other 
arrzng~rnents might h2vc to be made. 

7. In conclusion, the COUNCIL: 

(I ) took note of the stcternents made .by the 
representatives of France, the United Kingdom and 
the United States and of the proposal for the 
establishment of an international authority for the 
Suez Canal circulated by the United Kingdom 
Representative; 

(2) noted that n document would be prepared showing the 
importance of the Suez Canal to the world economy 
(to be circulated later); 

(3) agreed that no publicity should be given to the 
present meeting. 
, 

NATO CONFIDETJTIAL 

1 8. The STMJDING GROUP RTPRESEFTATIVE reported thct he had 
spent about twelve days in the United States visiting the Standing 
Group and SACLANT. He would.like to report to the Council, at 
its meeting on ILth August, 1956, on the scope of the military 
re-appraisnl now bcing carried out, He would make his report 
based on the discussions which he hrd in Washington. 

1 9. The COUI\SCIL : 

took note of the statement by the Standing ~ r o u p  
Representative. 

NATO RESTRICTED 

20. The COUNCIL agreed to meet in Private Session on 
14th August, 19569 at 10.15 a.m., the agenda to be circulated later, 

Palais de Chaillot, 
Paris, XVIe. 
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PROPOSAL FOR THE E S T A B L I  SHPENT 03'2 
INTERJXATIONAL AUTHORITY F O R  THE SUEZ CANAL 

France, thc 
agreenent that at the 

United Kingdom and the 
conference a resolution 
ion3.l zuthority for the 

United States are in : 
shall be tabled 
Suez Canal on the setting up. an internat 

following lines. 

2, The purposes and functions of this international 
authority would be : 

(i> 

(ii) 

to take over the operation of the Canal; 

to ensure its efficient functioning as a free, 
open and secure international waterway in 
accordance with the principles of the Suez Canal 
Convention of -l888; 

to arr9,nge for the payment of fair compensation to 
the Suez Canal Company; 

(iii) 

to ensure to Egypt an equitable return which will 
take into zccount all legitimate Egyptian rights 
and interests; 

Failing agreement with the Company or with Egypt on either of the 
last two points, the matter. would be referred to 2.n arbitral 
commission of three members to be cppointed by the International 
Court "of Justice. 

The constituent organs of the internati~nal~authority 3 8 

would be 

(i) a council' gf ndministmtion, the members of which 
would be nornincted by the powers chiefly / 

interested in navig~.ti.on and sea-borne trade 
through the Canal; 

(ii) the necessary technical, working and administrative 
organs. 

The powers of the international authority would in 
particular include : 

- .  
(i) the carrying out of 211 necessary works; 

(ii) the determination of the tolls, dues wid other 
charges on a just m d  equitable basis; 

(iii) all questions of finance; 

(iv) general powers of administration and control,, 
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