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Reykjavik, 16 Dec.19uU8, \

Mr, John H., Sweet,

Circulation Director,

U.8. News & World Report,

Washington, e

—— ——

Dear Sir,

I am in receipt of your letter
of 3rd November, 1948, wherein you are
inquiring if I still serve in any
governmentsl capaglty aes I have resigned
from the office of Mayor of Reykjavik,

when resigning from the office
of Mayor of Reykjavik in February 1947
I took over as Minister for Foreign
Affairs for Iceland as well as Minister
of Justice in the Government of Ice-
land and am still in office.

Yours faithfully,

(Bjarni Benedlktsson)
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LEGATION OF ICELAND
" WASHINGTON 6.D.C.

31, desember, 1948.

Hr. utanrikisrddherra
BJjarni Benediktsson,
Reyk javik.

Keri vinur:

Eg bakka bréf pitt frd 16. desember,sem mér barst I |
fyrradag. 7 ‘
Eg vil med Srfdum ordum svara bpessu bréfi piﬁu, elnkum
vardandi Atlantshafs-bandalagiS. Eg er pér alveg samméla, al bezt
er fyrir okkur flengstu 1lBg ad bf{Ja dtekta. Petta mdl hefir ekﬁi
verid formlega upptekid vid okkur, og @edan svo er, vitum vid £
rauninni ekkert. Eg er pér ennfremur sammdla um al rétt er ad ad-
vara stj)érn Bandarfkj)anna um bad, ad vid purfum langang undirbin-

ing undir medferd bessa mdls, og ad pelr megl ekkert gjora dn bess

ad hafa advarad okkur { tfma, og gefid okkur tmkifsri til ad undir-

bia jJardveginn heima. Af bessum dstzdum finnst mér ekkl koma til }
mdla ad svo stdddu ad fara al senda neilna sendinefnd til Bretlands %
eda Bandarfkjanna til ad skyra sjénarmid okkar { mdlinu. Vi3 getum
einfaldlega ekki tekid afstddu til mdls, sem vid ekkl vitum hvernig
liggur fyrir. bPad geti ef til vill sf{ar verid heppilegt af innan- 1
lande édst»dum, ad menn fré pélitisku flokkunum fari slika sendi- |
for, Slfkt geti ordid til ad skapa pélitf{ska samabyrgd innanlands.

Um petta barf enga dkvSrfSun ad taka enn sem komid er.

Hér { Washington hefir aldrel neinn minnst & Atlantshafs-
bandalag vid mig, og eg bar af leidandl svo vel settur, ad eg hefi
ekkert purft um mdlid ad segla. Eg mun aldrel minnast & bpetta mdl
vi3 neinn ad fyrra bragdi, Verdi 4 pad minnst vid mig, mun eg gJBra
gem mest dr erfidleikunum heima fyrir. Mér er pé 1jbst, ad eins og
dstandid er nd { heiminum verdSum vid ad 1f{ta med skynseml & mAlid.

Fyrst og fremst frd pvi sjénarmidi, ad mannslffum sé ekki ad Spdrfu

stefnt { grimman voda.
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Eg vil skyra pér frd pvf, a8 { samtall okkar McNeil f

Paris um daginn minntist hann £ betta mdl,og spurdi hvernig vid

mundum 1fta & bad ef vid yrdum bednir a3 verda pdtttakendur { banda-

laginu, Eg sagdl a¥ fslenzka rikisst Jérnin hefd1 engin slfk til- l
mell fengiB, og benti honum £ pad, ad hlutleysiskenndin wveri mj)dg |
rfk { hugun messes Tslendinga, og betta mdl yr3i bvi =418 erfitt. ,
Eg sagdl, a3 bad yr& a3 fara { mé118 med mestu vaf}arﬁi,iog ;enni-
lega gmtum vi3 aldrei farid lengra &n a® hafa éinhverskonar "tacit
understanding". Eg sag3i McNeil, ad annars visel eg ekkert um af-
et83u rikisst jérnarinnar, bar sem madlid hefd1i ekki vefiB tekid upp,
og £é11 bvi tal okkar nidur um betta atridi. ar e L4
Eg vona a8 David Olafsson farl nd aftur til Frankfurt,

og bar verdi loksing gengld frd samningunum um flutning fredfisks-. "
ine. Pad eru mikil vonbrigdi hversu celnt hefir gengld ad hef jast ]

handa um flutningana, en pad er adallega vegna bess, ad allir

kvelnka sér undir hinu hda verdi. bPad verdur a8 hafa bad. Pening-
ana fédum vi3, og samningur er samningur.

Pad urdu mér m)8g sdr vonbrigdi, begar eg kom til Washington
og 84 a8 okkur var nd boBi8 upp 4 1én f stad "grant". I samtali 1
mfnu vid Mr. Wayne Taylor, adalfjérmlarddunaut ECA hinn 8. okt . |
lofedi hann ad ECA skyldi mmla med "grant" vid Natlonal Advisory i
Council. Er eg taladi vid hann aftur hinn 22. desember, daginn sem L
eg kom heim, kannadlst hann vid betta og lofadi ad reyna ad adstoda |
okkur, en ndi er bedid eftir komu Hoffman bann 3. jandar. Eg bfst ,
vi3 ad vita eitthved nénar um 5. jJandar. T dag taladi eg vid |
Hulley { State Department, og hann sagdi, ad State Department sé
okkur hlynnt, Ef til vill tala eg vi3 Snyder fjdrmdlardSherra
eftir helgina. Eg sima bér strax og eitthvad dkvedid ligegmr fyrir.

Eg sé ad Hans Andersen hefir f pvf elna samtall, sem hann
dtt1 vid ECA og Magnis V. Magmisson fér med honum f, ordid var vid

nokkurn misskilning hjd ECA manna & hdgum okkar. Eg hefi orSid
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var vid pad d8ur, ad peim bykir nokkud mikid um bfla & Ielandi,

og reynt ad skjyra pad, en annars er bad svo hJd ECA, ad alltaf er
verid ad skipta um menn, og barf bvi ad vidhafa sama barnalzrddm-
inn hvad eftir anna®. Annars hefir ECA adallega fré8leik einn fra
amer{ska sendirédinu { Reykjavik.

S
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ALLIS-CHALMERS MANUFACTURING COMPANY

Main Qffice
Milwaukee 1 Wisconsgin

December 7, 1948,

Mr. Richard Thors
President
Kveldulfur, Ltd.
Reykjavik, Iceland

Dear Mr, Thors:

The Allis-Chalmers Mfg. Company has been observing with great
interest the development of important postwar electrical utility
and industrial prolects as they are getting underway in Iceland.
The excellent cooperation we have had from your goodselves in
connection with the establishment of the solvent extraction
plant for the herring fisheries has ingreased our interest in
additional activities throughout Iceland of a nature that fits
in with this Company’s manufacturing progrsm and consequently

we would like to be of further service if we possible can.

We have also been following closely the so-called Marshell Plan
program (ECA) a&s regards Iceland a&and have been gratified to

note of late that arrangements are completed for a substantial
dollar loan to Iceland. We presume this loan will facilitate
the early development of the projects under consideration which
we understand include among other items a cement plant, a flour
mill, a fertilizer plant, and hydroelectric generating stations.

The cement plant and the flour mill as well as the hydroelectric
plants will be of more than ordinary interest te the Allis-Chalmers
Mfg. Co. As you are aware we are perhaps the major producer of
hydraulic wheels in the United States and are the only company

in position within its own organization to build wheels and
generators as well as transformers and electrical control and
switchgear equipment for such plants. The Company is consequently
in & position to assume an undlivided responsibility for such an
effort, on all these pleces of equipment. We have already sold
21l the major equipment for several hydroelectric plants in export
markets during recent years, As regards cement plants we are the
leading producers of such eduipment in the United States and are
prepared to entertain contracts for complete plants and are zlso
prepared to conslder doing the engineering for a plant of this
kind, or to cooperate closely with engineering companies in this
Country who &re prepared to uudertake such engineering,

It is estimated that 90% of the wheat used in producing flour in
the Uniteé& States passes through Allis-Chalmers flour milling
mechinery. The Vompany’s experience in building complete f1lour
mills abroad extends back nearly 50 years. Somewhat aver 200
flour mills have been bullt by the Company outslde the United
States.

We view considerable concern the fact that the Icelandic Govern— :
ment has to date not employed the services of an American specia-
1list in surveylng the contemplated cement plant, We understand
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the Government has turned to England for advice on thls matter
and in view of the fact that American dollars are to be used
to finance this plant we strongly urge that the Tcelandlc
Government now prepare to avell itself of American cement plant
advice in connection with this projected plant.

American cement plant engineering hes made & number of notable
advances during the course of the last decade and we sincerely
believe thet the Icelandic Government will find it of advantage

to avail itself fully of the knowledge and experience that

has been geined in this Country during the years when war
conditions prevailed as well as during the postwar period. The
Allis-Chamlers Mfg. Co. is today in & positlion to quote prices

and deliveries which we believe cannot be bettered (or perhaps
egualled .) elsewhere for comparable quality eaulpment of the
highest grade. We are prepared to recommend to the Icelandic
Government the names of American specialiste in the cement field
whose services we believe can be obtalned by the Icelandic Govern-—
ment for work in connection with the survey and egtabllishment

of & cement plant. These men are not connected with the Alllis—
Chalmers Mfg. Co. and theilr recommendations and advice consequently
will be of a neutral nature.

The Company itself is prepared to &ssist the Icelandic Government
in connection with the establishment of the flour mill aes well as with
the establishment of hydroelectric plants. Competent engineers -
can be placed at the service of the Icelandic Government from
here and &t the moment we have a competent hydroelectric engineer
established at 0Nslo, Norway whose services can also be made
available to the Icelandic Government.

We will very much appreclate whatever you can do to bring these
mattere before the competent officimls of the Icelandic Government.
We sincerely geel we are the present time in a position to render
valuable service to the Icelendic Government in connectlon with
these products, in view of the geveral decades of worldwlde
experience the Company has had in all three flelds of the projlects
outlined above.

We will look forward with very great interest to your reply.

Sincerely,
AT1.IS-CHALMERS MFG. CO.
(sign) Paul Dietz

Manager

Export Department
General Machinery Division |
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ALLIS-CHAIMERS MANUFACTURING COMPANY

Main Qffice
Milwaukee 1 Wisconsin

December 7, 191%,

Mr. Richard Thors
President
Kveldulfur, Ltd.
Reykjavik, Icelnnd

Dear Mr. Thors:

The Allis-Chalmers Mfg. Company has been observing with great
interest the development of important postwar electrical utility
and industrial projects as they are getting underway in Iceland.
The excellent cooperation we have had from your goodselves in
connection with the establishment of the solvent extrsction
plant for the herring fisheries has lncreased our interest in
additional activities throughout Iceland of a nature that fits
in with this Company’s manufecturing progrem and consecuently

we would like to be of further service if we poesible can,

We have also been following closely the so-called Marshall Plan
program (ECA) as regards Iceland and have been gratified to

note of late that arrangements are completed for a substantial
dollar loan to Iceland, We presume this loan willl facilitate
the early development of the vrojects under consideration which
we understand include among other items & cement plant, a flour
mill, a fertilizer plant, and hydroelectric generating stations,

The cement plant and the flour mill as well as the hydroelectric
plants will be of more than ordinary interest te the Allis-Chalmers
Mfg. Co. As you &re aware we are perhaps the major producer of
hydraulic wheels in the United States and are the only company

in position within its own orgesnization to bulld wheels and
generators as well as transformers and electrical control and
switchgear ecuipment for such plants. The (Company is consequently
in a position to as=ume &n undivided responsibility for such an
effort, on all these pleces of equipment. We have already sold
all the me jor equipment for several hydroelectric plants in export
markets during recent yesrs, As regerds cement plants we are the
leading producers of such eculpment in the United States and are
prepared to entertain contracts for complete plants and are also
prepared to consider doing the engineering for a plant of thils
kind, or to cooperate closely with engineering companies in this
@ountry who are prepared to uudertake such englneering,

It is estimated that 90% of the wheat used in producing flour in
the United States passes through Allls=Chalmers flour milling
mechinery. The CUompsny’s experience in building complete flour
mills sbroad extends back nearly 50 years. SYomewhat over 200
flour mills have been bullt by the Company outside the UUnited
States,

We view conslderable concern the fact that the Icelandic Govern-—
ment has to date not employed the services of an American specia-
list in surveying the contemplated cement plant, We understend
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the Government has turned to England for advice on this matter
and in view of the fact that American dollars are to be used
to finance this plant we strongly urge that the Icelandlc
Government now prepare to avail itself of American cement plant
advice in connection with this projected plant.

American cement plant engineering hes made a number of notable
advances during the course of the last decade and we sincerely
believe that the Icelandic Government will find it of advantage

to avail itself fully of the knowledge and experlence that

has been gained in this Country during the years when war
gonditions prevalled &s well as during the postwar period. The
Allis-Chemlers Mfg. Co. is today in a positlion to quote prices

and deliveries which we believe cannot be bettered (or perhaps
ecualled ) elsewhere for comparable quality eculpment of the
highest grade. We are prepared to recommend to the Icelandlc
Government the names of American speclelists in the cement fleld
whoee services we believe can be obtained by the Icelandlic Govern-—
ment for work in connection with the survey and establlishment

of a cement plant. Thece men are not connected with the Allls-
Chalmers Mfg. Co. and their recommendations and advice consequently
will be of a neutral nature.

The Company itself 1s prepsred to asslst the Icelandic Government
in connection with the establishment of the flour mill as well as with
the establishment of hydroelectric plants. Competent engineers
can be placed at the service of the Icelsndic Government from
here and at the moment we have a competent hydroelectric engineer
established at 0Nslo, Norway whose services can also be made
available to the Icelandic Government.

We will very much appreciate whatever you can do to bring these
mattere before the competent officials of the Icelsndlic Government.
We sincerely geel we are the present time in 2 position to render
valuable service to the Icelandic Government in connection with
these products, in view of the several decades of worldwlde
experience the Company has had in all three flelds of the projects
outlined above,

We will look forward with very great interest to your reply.

Sincerely,
ALLIS-CHALMERS MFG. CO.

(sign) Paul Dietsz

Manager l
Export Department
@General Machinery Division
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LEGATION OF ICELAND

WASHINGTON 8. D.C. p.t. Paris,

15th November, 1948,
! -
.f;;F;";?' LTy,

I am referring to the letter sent from the Minletry dated Nov. 1
regarding increased duties on Icelandic products sent to the
United States, It will be impossible for me to have any influence
on this matter until I arrive in Washington but most likely 1t will

not be needed then as I expect that Mr, Buttrick will have sediiéthe Sozv"l '

matter in the same way as I am informed that he ,5sold the frozen
fillets to Bizonia,

I think a strong appeal should be made to the U.S. Government
through the American Legation in ReykJavik to have this declsion
rescinded. It will have no good.influence on mutual. trade and
be difficult to explain to the enemies of the United States 1in
Iceland why we are being discriminated against in this way.

With regard to the proposals set forth by the Ministry and detalled
under Nos, 1 to 6, T think that either No. 2 or No, 6 would be the
most favorable arrangements, No. 2 proposes that the S.H, be
authorized to sell the figh at the actual market price to the U,S,
but then is refunded the amount corresponding to the difference,
which is to be used to try to find new markets for 1ts products,
No. 6 guggests that the export duties on frozen fish be abolished
and thlis may also be a convenient solution, The other four solu-
tions mentioned, namely Nos., 1, 3, 4 and 5, are, in my opinion, not
applicahle and would not gatisfy the U,S., Government,

I recommended to you the other day that Magnus Vignir should be our
representative at the FAO meeting, which convenes today in Washington.
I do not think we need any further representative &as the business of
FAO 1g8 no longer of any great lnterest to us,

A member of the American Delegation came to me and called to my
attention that the U.3. are greatly interested that the headquarters
of FAO continue in the U,S. On the other hand, the Danes have ex—
tended an invitation for the headquarters to be moved to Copenhagen.
I hope you have not made any promise to the Danes in this respect,
asg 1% sults our interests better to please the U,S. in thls inatance
and besides, now that FAO has been eastablished there and most of
its staff are English spesking people, 1t seems unnatural that it
should be moved to Copenhagen, I have already written to Magnus
about this but he will expect instructions from you,

The question of Franco-Spain will soon come up and I am not quite
sure what attitude we should tske, Last year we voted for uphold-
ing the decision of 1946 but that did not get sufficlent votes to
be confirmed,
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I spoke with Lange, the Forelgn Minister of Norway, the other day
and he thought that on account of party problems in Norway, they
would have to vote for upholding the decision of 1946, whereas
Norway might agree to admit Spain to 'at least some of the spe-

clalized agencles of the UN, He gaid his party would split if he _
were to vote for sending Ambagsadors or Ministers to Franco, 5
The strange thing is, however, ‘that the Norweglan Parliament has

agreed to take up trade negotiations with Franco Spain, There

their businese interests come in but this seeme to be rather in-
congistent,

Most 1likely the situation will dévelop into some compromise 80
I don’t have to worry about our attitude, but I should like %o
have your opinion,

On Saturday we were voting on disarmament proposals which were |
introduced by the Soviet Delegation as mere propaganda, They, \
however, got only the habitual six votes for any of their propo- '
salg, many of which sounded so attractive, All the Scandinavian

countries voted against their proposals and 1t was interesting to \
gee Unden taking such a firm stand,

I am sending you herewith the disarmament proposal as it was %
approved, the final vote being 40 for and 6 agalnst,

With reference to my previous remark about Butrlick and his

achievements in connection with the sale of the frozen fish, I
should like you to know that when we parted in Washington last
gummer, he said, "I regret there is nothing I can do sbout the
fish, but possibly you can do it", ‘

I hope that shipments can now start to take place to Germany
and I have urgently informed Magnus that the delay 1s causing
the greatest inconvenience as the freezing plants are full and
the fishermen cannot go on fishing,

- I have not heard anything further from London regarding the renewal
of the landing agreement in Germany for the trawlers but I expect
that Stefan will let me know if anything happens,

I gee from cables from Washington that Fridhjéfur Johannesson 1is
giving new and new reports to Johann Josefsson, I can only say
that T am extremely surprised at the patience shown by Johann and
I am not so sure that Frifpjéfur’s conatant interference in this
matter serves Iceland’s interests or enhances the prestige of the
Icelandic Government, This must be stopped,  This is not a case
of two 0ld friends working a business deal according to pre-war
methods but strietly.Government hbusiness,
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Today they decided to divide the Political Committee into two, so |

how am T possibly to attend both, T will try to follow up those

matters which I think are of most interest to us and maybe I can .

Vote on most of them, Tt would have been convenient if Pétur had N

also been appointed a delegate but I know he would not take 1t

into consideration, I am, however, going to mention thia to him

and in case there 1s any chance of his accepting, I will cable to
you,

I have already had more than -enough of Paris 2nd the United Nations,
hearing the same speeches day after day for almost two months now,
I guess, however, I will have to stay here until the bitter end,

I forgot to tell you that when the voting took place for the .
International Law Commission, Hans Andersen got U votes, I thought
these were the Scandinavian countries but then my friend from E1
Salvador told me that he had voted for our men, Norway had already
told me thet the{ had voted for Hans, so I asked the Danes. and they
sald, "Naturally", Then it was evident that the Swedes had betrayed
us, 80 I went to their delegates and told them: "You dia not vote
for our candidate. It isg very good to know it, I have twice 1n
this election voted for your candidate, and when 15 candidates are
to be elected you cannot afford to vote for Iceland even in the
firet round, This is what you Swedes call Scandinavian co-operation,
I am glad this became evident and it 1s no surprise to me," That
afternoon two or three of them came to me and apologized but I told
them 1t did not matter, in any case our man had no chance, it was
only interesting to note facts,

About the frozen fillets agaln -- only one remark. Magnus V, writes
to me from Washington that the reason for the delay in getting
shipments started is, according to ECA explanations, that T claimed
a reply on the spot when I was in Washington as to whether or not
they would teke the fish at our price and they apgreed, They 414a
not consult Bizonia beforehand, whic¢h is the business procedure °
alwaygs followed, Thie saved usg, because ‘¥f they had asked Bizonia
they would never have agreed to buy the fish a2t our price and
probably sald they did not want it at all becsuse other and cheaper
foodstuffs were more needed, Tt 1s always like that when You con-
gult the true experts -- then you get 'Juet the ‘market value and
nothing more,
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