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March 25, 1948

NEZMORANDUM
To: A=C - ¥Hr, Clayton
From: Randolph Paul

At tbhe conclusion of the first week of the
negotiations, I would like to make a brief progress
report. In accordance with Mr, Byrnes! letter of
Earch 14, 1946, I sm addressing this report to you.

As of March 25, we have had six meetings with
the Swiss representatives. In the first meeting the
opening statements wers presented. This meeting was
followed immedlately by s meeting in which general
discussion took place, during the course of which
the Swiss raised certain specific questions about
the veating deoree issued by the Alllied Control Council
snd brought out certain points reapecting their concept
of neutralifyr and Swiss sovereignty. A memorandum
atteupting to answer aome of the questions raised by
the Swiss was then drafted and presentsd to them at
the next meeting, during which some general discussion
also took place., Thereafter the Swiss requested a
postponement of a day, during which they drafted a
mexzorandum containing a proposal for a so-called
basic agreemsnt which was presented to the Allied
reproassntatives at the next full session. On Priday,
March 22, a further mseting with the Swiss was held,
at wnich time the Allied reply in memorandum form was
handed to them. At the next meeting, on March 25, the
Swiss replied by memorandum. At that meeting, it was
agreed also that three committees would be set up to
look into some of the basic factual problems: looted
property, including golds Swiss claims against Germany}
and progedures for elimination of German interests, for
sale of properties, etc.
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I am attaching hereto coplea of the following
documents: (1) the statements presented by the four
representatives at the opening session} (2) the
memorandum of the American Delegation, concurred
in by the other Allied representatives, which was
handed to the Swiss at the third meeting with them;
(3)the Swiss memorandum of March 21; (4) the Allied
memorandum of March 22, in reply to the Swiss memo-
randum of March 21, and (5) the Swiss memorandum of

Karch 25,

Theae documents are rather lengthy. I believe
they can be summarized as follows:

ls The United States opening statement emphasized
the desiradbility of achleving an amicable settlement,
underlined the security and reparations considerations,
and stated that we belleved that our proposals could be
Justifiea on principles of international law and equity,
%6 streased the fact that we had taken into considera-
tion the question of the rights of neutrals and that
we had no desire to complain of Swiss neutrality, but
that we were 3imply attempting to mobilige German assets
of all descriptions to respond to the claims of victinms
of German aggression.

The British and French opening statements supported
this genersl line and reiterated the importance of the
negotiations, ; In addition, ghe French opening statement
roi;rrod to the protlem of looted property, including
gold,

2. The Swiss reply was couched in much stronger
language than the opening statements of the Allied
Delegations, It emphasized Swiss concepts of neutrality
and ‘sovereignty and took the occasion to defend Swiass
neutrality during the war, (It may be noted that in
later private conversations, members of the Swisas Delega-
tion stated that their opening statement had been drafted
in Bern and cafessed that {t answered charges which were
not made in the Allied opening statements, )

Therearter the swiass ralsed certain questions
relating to the scope of Law No, 5, to its alleged
application to the -property of refugees, e tc. The
Allled memorandum of Maroh 19 attempted to take up
seriatim the questions raised by the Swiss in these dis-
cussions and to outline answers to certain of the queations

which
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which they had proposed, as well as to state briefly
and simply the Allied interpretation of the pertinen
principles of international law, :

3. The Swiss memorandum of ¥arch 21 was, in

their terms, a proposal on the basis of which certain
general mrinciples might be settled, after which detailed
exploration could bs made in Bern. It was agreed among

the Allled Delegations, however, that the 3wiss proposal
was, in effect, nothing more than a proposal to enable

the Swiss to mobiligze German property in Switzerland '

in order to pay Swiss, rather than Allied, claims, In
effeoct, the Swiss took & position inoconsistent with the »
position assumed in their opening statement., In the opening
statement, they had argued that any use of German external
assets wuld be contrary to the principles of international

law; in their ¥arch 21 proposal they intimatod that the
international law question could be evaded or eliminated

if only the property were devoted to Swias purposes
rather than to 4llied purposes.

4. The Allied memorandum of Karch 22 pointed out
thet the Swiss proposal did not meet even the security
needs of the situation, since it mersly provided for
auch elimination of German holdings as Switserland might
deem desirable, made the point that the ies had not
planned these negotiations merely to assist Swiss realiza-
tion on undefined Swiss claims, and pointed out that the
grave ambiguities in the Swiss proposal, especially w th
respect to the categories of claims whioch would be satis-
fied, made it impossible to comment on the over-all
significance of the proposal. It was pointed out in the
Alliled memorandup, however, that the Swiss proposal, in
effect, converted these negotiations from a means of
realizing on German assets for Allied purposes to a
:g:nl :i pr:vidingltho Swiss with a legal basis, which

J otherwise would not have, of usi all Ge
in Switzerland to satisfy pursly Sviaggclnimg.rm.n Aasets

- The Allled memorandum of Kargh 22 neverthel
met one question ralsed by the Swiss b; stating.t;::.
we would agree that compensation in reichsmarkas would be
paid to the German owners of property in Switzerland,
This 13 suggested by Article 5 of Law No, 5, and was
strongly urged by the French. At the March 22 meeting
the Swiss also stated that theip claim against Gornany'
arising out of the German deficlit in the Swiss=-Gorman
clearing wuld be waived by Switzerland, but intimated

that
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~ that other Swiss claims would entirely exhaust whatever

available funds might arise out of liguidation of the
German property in Switzerland.

In later informal meetings with the Swiss, their
representatives stated that the proposal was necessarily
incomplete and that the subject of Swiss claims would
have to be further explored and defined, '

8. The Swiss memorandum of March 25 attempted
to clarify some of the points in the Svi ss memorandum
of March 21, in which questions of interpretation had
arisen, It was agreed that further informal exploration

WAS necessary.

6. A further complication in the nsgotiations arose
out of the fact that Mr, Stucki issued a public state-
ment on March 22 to the effect that Swl tzerland would
not yleld German assets in Switzerland for reparation
purposes, Lg thus squarely presented to the Ameriocan
press the position until now taken privately by the
Swiss Delegation and made the poseibility of a negotiated
agreement on this subjest more difficult by publiocly
announcing his position. This has excited conalderable
comment in the press.

7e At the March 25 meeting, the suggestion was
made that the negotiations be broken down into separate
parts, so that committeesn can be set up to deal with
particular aspects of these negotiations. The committeos
mentioned adbove were then set up., Their first meotinzs
are scheduled for March 28,

8. I shall keep Jou further informed as the negotia-
tiona proceed.

Randolph Paul
Specisl Assistant to the President

8 attachments.

cc;Mr, “yrnes
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