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suBJECcT:Swiss Accord

Reference is made to the memorandum of October 25 from Mr. Fisher
in which it was suggested that GEA examine the question whether full and
immediate compensation to German owners of assets in Switzerland would be
convrary to the vital sacurity interests of the U.S. and shouid therefore
pe avoided even av tne cost of reiusing to arbitrate our disagreement with
the Swiss on this peint.

GER cannot state that such compensation would involve vital security
interests ox the U.S. under any reasonable definition of that term. GER
does feel that requiring the German Goverrment to pay full and immediate
compensation would be “harmful to Allied interests in Germany and that the

offects would be sufficiently harmful to render arbitration extremely
jnadvisable. Aside from placing a heavy burden on an already over-strained

German budget, full compensation would have important political repercus— 5
sions. It would run counter to the spirit of the law on equalization of }\;,
burdens now being considered by the Germans and would therefore alienate N

the German Govermment. (Adenauer has already made this plain in several
letters and statements.) It would cause considerable resentment among the
large group of refugees who would see their chances for obtaining needed
relief compromised by the generous treatment of one particular group who o
may not need any relief or assistance. It would cause resentment among
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Germans whose property in other neutral countries was liquidated without }
compensation and Germans whose property elsewhere abroad was so liquidated. \
The picture is not at all imgroved by the obvious fact that this discrimi- N
patory treatment 13 based oL _the desire of some of the @8 10 €
at this late date a comparatively few Swiss francs for reparataon. A% a
fime when we are striving for a closer political, econemic and spiritual }

alignment of Germany with Western Europe and the North Avlantic community.
any needless antagonization of Germany and the German people should be ’
avoided.
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These considerations lead us to the conclusion that we would be ill
advised to agree to full compemsation or run the risk of such compensation
through arbitration. It also leads to the conclusion pointed out in
Mr. Prud'homme's memorandum of October 20 to Mr. Peterson that we should
avoid losing control of ths sitvation by ﬂtg@g@_ﬁgﬂgggég;ﬁﬁéé"""'“
“thie course entails the risk of a proposal Ffor full compensation being put
before the High Commission by the remaining or alternate trustees and the
risk of not being able to stop such a proposal at that stage. It must be

. pointed out in this connection that withdrawal from the trusteeship raises
the possibility that the remaining or alternate trustees will permit the
compensation issue to go to arbitration. The process of arbitration may
well take from 6 months to 2 years. During that period it may become
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advisable or necessary for the occupying powers to relinquish the reserved
powers under which they are presently technically able to provide for full
compensation in Germany. However, having notice that an issue has been
placed before an arbitral tribunal which may require action by the occupy-
ing powers, they could not in good faith relinquish the powers which would
be required to act on the decision of the tribunal, regardless of the
merits of other considerations which may speak for such relinquishment.
The tail would indeed be wagging the doge

If the matter cannot be stalled indefinitely as suggested in GEA's
memorandum of October 20, then the solution preferred by GER is to con-
tinue the current argument over linking the intercustodial issue to the
Accord until the Swiss recede from their position. We should then agree
. to_renew negotiations on the Accord and present to them the plan for par~

_tial compensation which was developed last May at Frankfort. If the Swiss
reject this plan as inadequate and call for arbitration we should state
very frankly that, regardless of whether or not we have an obligation
under the Accord to provide full and immediate compensation, conditions in
Germany have changed so that we simply cannot implement in 1950 an agree-
ment negotiated in good faith in 19L6 if such agreement is interpreted as

providing such compensation. We would point out that this is not a dis-
- agreement on the interpretation or application of the Accord which would
be subject to arbitration but is instead a recognition of a situation of
fact which cannot be erased by any amount of arbitration. If we are then
unable to reach an agreement with the Swiss, the most likely result would
be cancellation of the Accord by mutual consent which would leave us free
t0 deal with German assets in Switzerland in accordance with the Potsdam
Agreement or in some other manner.

GER recognizes that the problem of the Swiss Accord is primarily the
responsibility of EUR and that any recommendations made by GER must be
evaluated as to their practicability by the office which would be called
upon to implement them.

If it is cencluded that the procedure suggested above is not possible
in the light of the present status of our negotiations with the Swiss
GER must obviously accept EUR's recommendation for withdrawal at this time
on the basis of a conflict of interest between our position as trustee for
TARA under the Accord and our independent position on the intercustodial
problem.

cc: Mr. Byroade
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