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Mr., Clayton April 3, 1946

Mr. Randolph Paul
Swiss~-Allied Negotiations

I should like to make a second interim report in
connection with the Swiss~Allied negotiations on the
sub ject of German external assets. My previous report
carried through the meeting of Monday, March 25, at which
time committees on procedures, claims and looted property,

including gold were established.

During the week of March 25, several meetings of
these committees were held, during which some general )
exploration of possible procedures took place, and during
which we received from the Swiss a certain amount of
information on their claims against Germany and at the
same time furnished them with a considerable amount of
information on the looted status of the gold which they
had purchased. Incidentally, on this latter point, the
Swiss appeared greatly startled to learn that Sweden had
rejected gold offered by Germany at the same time that
Switzerland was purchasing it in quantity.

At the end of the week, after discussing matters
with the staff which had attended the committee meetings,
my British and French colleagues and I decided to prepare
a memorandum which would set forthga fairly definite
proposal, We came to this decisiorl after learning that
Mr., Stucki, the Chief of the Swiss Delegation, was to
return to Switzerland for a week's consultation on
Sundsy Marsh 31, We decided that it would be well to
put. into hi's hands a proposal which he could discuss
with his people in Bern and 1t might, if accepted, at
least in principle, accelerate our discussions,

. The proposal which wags, drafted 1s contained in the
memorandum of March 29 whioh is attached hereto., (a) In
it we made a further concession to the Swiss than the
Procedures Committee had recommended, by stating that we
would accept procedures under which liquidation of the
German . interests would be handled by a Swiss Agency, which
would be supervised by a jJoint Swiss-Allied Commission,
disputed questions to be referred to arbitration. (b) We
informed the Swiss that we would be prepared to agree to
a sharing of the proceeds of the liquidation of the German
interests in Switzerland., (¢) We proposed that the equivalent
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' of 25 million ¢ollars would be taken over, from the first
prcessds, to the [ater~Governmontsl Conmittes on Refugees
ia acoordanoe with the Paris Reparations sgreemsut--ocur
feeling being that thias would aseord with the ressed
Swiss desire to make furthsr sontributions 8¢ relief and
rehabilitation, (d) The meworanfum algo xentioned the
queation of looted ;o1d, snd (e) fndloated that sertain
swhaldiary questions, such ap pateats and tredemarks, had
not as yet Dem diaseuiassed. )

This memoreadun was delivered to Xr, Stuckl the
esvening of ¥areh 39. On Werch 30 my British ead Prensh
e0lleagues and I cigoussed the nemcrandum with kr, Stucki.
Ee seemed to feel that t:s memorancdus had acvensed mattsrs,
and ha¢ put the dlssussions on & more cxxawte and speeific
basis. He seemed badly shaken by the faots with respsot to
tho eequisition of looted zo0ld by Switzerland (porhaps the :
nore so bescause of 3Iwitxer 's pudlioc ¢eclarations to the !
offect jhat all looted property woulé be retumed) and j
agked for further slucildation cn the question of zold and
the queation of the peraentage which would de sllosated to

the Swigs, ’

on Sunday h 31, my Allfsd colleagues and I prepared .‘
& mexormdum aetting out eertain feots with respest to footu :f
gold, and s memorsndum on the sudjest of ths pereentage. The !
g0ld memoranduz was primarily factual; the nemorandum on !
the Swiss persentage pointed out that slmost all of the |
Swiss olaims were reichasmarks odligations, and therefore :
wisoavertidle into hard surrenciss for the forsesadls
future., In addition eertain of the olaims were olains,
a3 for example the German defieit 1a the Swiss-Oerman
cl.ur:nf, whish merely reflested eredits extended dy
Switzerland to Germany cduring the war, snd whish the
, Swiss themselves had indioated a willingness te renocunce
1f a satfafactory overall agreement were reached. The
némorandun also alluded to the exiatense of aimilar
slains in Allled nations upon whioh sompensation would
undoubtedly be very small and prodbadly distant in peing,
of time. sseorsadus proposed alloostion to the
Swisa of twenty peresat of the prosseds of liguidation,
plus a two pureent coilestion fes. Both of these
" memoranduu, on gold and on the perseatage, together
with sigijowering letter, ars attachbed hereto.

: : I am Informed that Zr, Stueki left Wasiington omr

: the unight of Narch 3) and that he will digcuss these

matters in a meeting of the Swigs Pederal Couneil on April 3.
He 1s to return to Washiangton in about ohe week. Im the ‘
interim most dissussions between the Allled snd 8Swiss !
delogation will. sease oxngt posaidly for esrtain dis- |
ocusslsns on the technical level, 3inge ¥y, Stueki's
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- departure is cortain to excits s~me press cowszent, I
i have canvassed with my British an French eollessues the
§ question whethlar an explanator’ press release would be
; cesirable. We have sgreed tnat & release woulé not be
; demirsble asd [ nave therefors !ssued strioct orders to
; all perscns 2n the American stasf that, despite the
i questinns which may srise during the next few days, no
; ‘nforeatlon whatsoever ¢:oept c:nfirmation of the fact of
| ¥r. Stuski's departuro and the a-ticipsted date of his return
| are to be c¢lgclosed to the press.
|
E
é
|
|
% ast kr. 3irnes
|
= 537 1SIN 1pkf d=3-48
% ¥ ;
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v The Allied Delegations are surprised that at this stage
in the negotiations the proposél should again be made by the
Swiss Delegation that the cuestions in issue should be submitted
to arbitration. A suggestion to this effect was made in Stucki's
statement on March 21, but was not pressed. It reappears now
only after the Allied Delegations had fully answered all the
points raised by the Swiss Delegation, and had, in a spirit of
negotiation and to meet the Swiss point of view, made considerable
concessionse. _
The Allied Delegations are unwillihg to regard the offer
of arbitration as other than a demand by the Swigs that the
search for a method acceptable to Switzerland of giving effect
to the Just gequirements of the Allies should be indefinitely
postponed. The only result would be that, even if some technical
point could thus be decided, precisely the same issue of practical
measures to meet ths situation would nevertheless remain to be
settled, Further, such a delay would involve the deterioration
of the German assets which have to be liguidated, and possibly
the prolongation of measures which for their part the Allies
wogld have to maintain to ensure that no Gernan assets fail to
be uncovered. _
The Allied Delegations remain of the opinion that since the
Swiss D;legationthas itSelf advanced proposals which were based upon
the uncovering and liquidation of German assets in Switzerland, no
fundamental issue of national or international law wXists as an
impediment to the execution.of the proposals made in the Allied
memorandum of March-29. The question put by the Allied Delegations
is whether Switzerland is willing to cooperate in uncovering German
assets and German loot in Switzerland and devoting them to such
I purposes as the Allied Governments decide to be proper. This question
is not one of law, but of expediency to be decided by the Swiss

Government itself, Accordingly the Alied Delegations conclude
that
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arbitration is put forward as an expression of Swiss reluctance
to take practical measures to meet a state of affairs for which
world opinion demands an early and satisfactory solution.. The
Swiss proposal to arbitrate means that these negotiations, which
the Swiss as well as the Allles requested, should terminate forth-
with. The Allied Delegations are relﬁctanx to assume that the
Swiss Delegation seeks a ground upon which to withdraw from these
negotiations and to prolong the present unhappy situation.

It is, I think, admitted thay for their part the Allied
delegations made notable concessions to Swiss oPinion and cir-
cumstances, In deference to Swiss sovereignty it has been proposed
that the Swiss Government with Allied assistance should itself
proceed with the uncovering, nnrshalling and liquidation of German
assets in Switzerland; that from the proceeds which are claimed
by the Allied Powers a share, and a percentage to cover the cost
of collection, should be devoted by the Swiss Government towards
those claims of its nationals upon Germany which merit special
consideration, The Swiss delegation for its part conceded that
Swiss claims upon Germany which it might be reasonable to take
into account in any agreement could be susgeptible of reduction,
for example, the elimination of the clearing debt due to the Swiss
Treasury, Procedural questions apart, therefore, the chief out=-
standing issue is the measure of tpe Swiss claims which ought to be
treated, in total, as haQing a special position, The Allied
delegations recognize that the allocation of a Swiss share among
individual Swiss claimants would be a question solely for the

Swiss Government,
. The question of looted gold, it must be recorded, is a matter ¢
which, falling solution here, would have further to be.examined
in the light of the Allied Declarations.of January 5, 1943, and
February 22, 1944, as it affects those who may now be holding
gold to which those declarations apply. The countries whose
and institutions have been the victims of German robberies can
308,
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not long postpone the taking of appropriate measures for the
restoration of their property whose location is lmown,.

The Allied delegations therefore think it well at this
point to state firmly that they did not assemble here in
Wiashington to debate whether it is consistent with the status of
neutrality to refuse to grant recognition to acts and procedures
which it is not disputed would have been open to the late Reich,
Total sovereignty within Germany bas been freely surrendered to
them, and the Allies rest confidently upon their rights derived
therefroms They feel that public opinion not only in their own
countrles but in Switzerland itself, when the facts are fully
knmown, will confirm that the only real issue 1s agreement upon
practical measures which the Allied Delegations continue to
seek with Swiss cooperation.

Finally, the Allied delegations think it well to remind
the Swiss delegation that they act here as trustees and spokes-
men for all the countries which have just claims upon German
external assets, and are therefore in a position to make adjust-
ments and to offer concessions, This position only obtains if a
speedy and satisfactory solution is found, Had the Allled powers
less concern for possible effects on the Swiss economy, it would
have been open to them already to have made such transfers of title
to individual German assets, or arrangements with the countries
for whom they speak, as would have created a position adversely
affecting Swiss relationships with those countries.

The Allied delegations do not propose therefore for the
time being to treat the statement they have just heard from Mr.
Stuckl as his last worde They will find themselves, however, before
long, under a duty to disclose in all appropriate quarters that
Switzerland has refused to cooperate in the attempt to find practical
measures for marshalling German assets and returning certain classes

of German loot, Informed public opinion will inevitably draw its own

conclusions,




