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ICELAND

ESTABLISHMENT OF DIRECT OFFICIAL RELATIONS BETWEEN THE
GOVERMENT OF ICELAND AND THE GOVERNMENT OF THE UNITED
STATES

S59A.01/42
The Danish Minister (Kauffmann) to the Secretary of State

W asmiNaTON, April 10, 1940,

St I have the honor to inform you that the Icelandic Parliament
last night passed the following two resolutions

First: Due to the present situation in Denmark it is impossible for
His Majesty the King of Iceland and Denmark to exercise the execu-
tive power vested in him under the Constitutional Act of Iceland. It
has, therefore, been necessary for the Icelandic Parliament to declare
that the Icelandic Cabinet for the time being is entrusted with the
conduct of the said power.

Second : Due to the present situation Denmark for the time being is
not in & position to safeguard the foreign affairs of Iceland with
which Denmark is entrusted in accordance with Art. VII of the
Danish-Icelandic Union Act.' Furthermore Denmark is not in a
position to earry out the Fishery Inspection within [calandic terri-
torial waters in accordance with Art. VIIL of the said Union Act,
It has, therefore, been necessary for the Icelandic Parliament to de-
clare that the Government of Iceland for the time being has taken
over the entire charge of the said affairs.

1 avail myself [etc.] Hexpig KAUFFMANN

T01L.50A11/1 ; Telegram

The Icelandic Prime Minister (Jonasson) to the Seeretary of State

Rerusavie, April 15, 1940

| Rocoaved April fi- W Mam |

In view of the status of Iceland created by | mientary resolu-

tions of April 10th, already notified to you, the leelundic (Government

propose to establish a Legation in Washington and at the same time to

appoint consular representative in New York. With this object in

view they intend to appoint Mr. Vilhjalmus Thor, Icelandic Gov-

! For text of Dauish law of November 80, 1818 providing for nnion of Den-
mark and lceland, see British and Foreign Biaie U'spers, vol. cxI, P. T703.
875




676 FOREIGN RELATIONB, 1040, VOLUME I

ernment Trade Commissioner in New York and temporary Consssl
General for Iceland in New York; to entrust him to be in charge of the
Legation in Washington. Icelandic Governnient would be glad te
learn by telegram whether this proposed appointment of Mr. Villjal
mur [Thor] as Consul General for Iceland in New York and in chasge
of Legation in Washington would be acceptable to the United States

Government.
HervanN Jonansess

T01.580A11/1 ; Telegram
The Secretary of State to the Icelandic Prime Minister (Jonasson)

WasHiNGTON, April 18, 1040

I have the honor to acknowledge the receipt of Your Excelleney's
telegram of April 15 informing me that the Icelandic Government
proposes to establish a Legation in Washington and a Consulate
General in New York, and that it is intended to appoint Mr, Vilhjal-
mur Thor as Consul General for Iceland in New York as well as to
entrust him with the charge of the Legation in Washington.

The establishment of direct diplomatic and consular relations be-
tween the Government of Iceland and the Government of the United
States in the existing circumstances will be welcomed by my Govern-
ment. My Government considers, however, that if an Icelundic Le-
gation is established in Washington it should be placed in charge
of a diplomatic officer who would be resident in Washington and
would confine himself to the performance of diplomatic duties.

As a first step in reciprocating direct relations between our two
Governments my Government is anxious to open a Consular Office in
Reykjavik and desires to appoint Mr. Bertel E, Kunilolm, o career
Foreign Service officer of the United States, as Consul in charge of
such office. I trust that this will be agreeable to Your Excellency.

Corperr, Hurr

T01.50A11/8
Memorandum of Telephone Conversations, by Mr. Hugh 8. Cum-
ming, Jr., of the Division of European Affairs

[WasHINGTON,] April 17, 1040,

This morning Mr. Thor telephoned me from New York and in-
quired as to the nature of the reply which the Secretary of State had
made to the Icelandic Prime Minister’s telegram proposing dirvect
Icelandic consular and diplomatic representation in the United States.
I gave Mr. Thor the substance of Mr. Hull’s telegrum to the Prime
Minister, dated April 18, particularly that portion which indicated
that should an Icelandic Legation be opened in Washington this
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Government would prefer that it be in charge of a diplomatic officer
who would confine himself to the performance of diplomatic duties.

This afternoon Mr, Thor telephoned and said that after his con-
versation with me this morning he had telegraphed his Government
that there appeared two alternatives, first, to open a Legation in
Washington in charge of a Chargé d’Affai together with a Con-
sulate General in New York in charge of a Consul General, and sec-
ond, to forego for the moment the establishment of a Legation in
Washington, (particularly since the United States at this time was
only establishing a Consulate in Reykjavik) and open a Consulate
General in New York. He said that he had informed his Govern-
ment that he was sure that as Consul General he would be permitted
to transact necessary business with the State Department, but that it
would not of course give the Icelandic Government the direct rela-
tionship with the American Government which could be maintained
only through a Legation. i

Mr. Thor then said that he had just received a telegram from his
Government which had evidently crossed his of this morning, asking
him to inquire whether in his opinion it would be satisfactory to the
American Government if Iceland at this time confined itself to the
establishment of a Consulate General. He said that his Government,
in view of their limited funds and the comparatively small amount
of official business between the two Governments, would prefer their
first suggestion, namely, the establishment of a Legation in Washing-
ton to be in charge of their Consul General in New York.

I told Mr, Thor that T would consult my superiors and try to give
him an answer informally in the morning.?

T01.50A11/2
The Danish Minister (Kauffmann) to the Seoretary of State

Wasnrxaron, April 18, 1940.
Smz: Continuing my note dated April 10th 1940 pertaining to the
temporary measures taken by the Icelandic Government in regard to
the conduct of the Foreign Affairs of Tceland 1 have the honor to
inform you that I have been apprised of the radiogra sent to the
Department of State by the said Government notifying you of the
Government’s proposal to appoint Mr. Vilhjalmur Thor, the present
Icelandic Government Trade Commissioner to the United States, act-
ing Consul General for Iceland in New York and to entrust Mr. Thor
with the charge of the Legation in Washington.
* Marginal note by Mr. Cumming states that he telepboned Mr. Thor on April

18th that it would be perfectly satisfactory If an Icelandic Consulate General
only were opened.

CInkaskialasain Biarna Benedikisconart Baroarckialasatn Revkivll
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mity with the above I have already handed over to Mr.

v the diplomatic and consular matters hitherto handled by this

legation and the Danish Consuls General, Consuls and Vice Consuls
in the United States.

I avail myself [ete.] Hexgie KAUFFMANN

T01.66A11/4 : Telegram

The Ieclande: Manaster for Foreign Affairs (Stefansson) to the
Secretary of State

Revxravik [undated].
[Received April 22, 1940—9: 24 p. m.]
I have the honour to refer to the Prime Minister’s telegram April
15 and to Your Excellency’s reply April 16 and to express profound
appreciation of the Government of Iceland of your attitude towards
their proposal in the éxisting cireumstances to establish direct relations
between the Government of Iceland and the Gove nt of the United
States of America and to assure you that Mr. Bertel E. Kuniholm will
be hea welramed in Teeland as Cansul for the United States. Fur
ther I may mention that Mr, K | = noeareer consul will enjoy
in this country a1l such rights, privileges and imnn s as generally
afforded diplomatic ng 5 4 first step in reciprocating direct rela-
tions between our two Governments. My Government is anxious to
open immediately a Consulate General in New York to deal with
commercial and financial matters, ete., and desire to appoint Mr. Vilhj-
almur Thor as Consul General in charge of such offico with all the
rights, privileges and immunities thereto appertaining, trusting that
this will be agreeable to Your Excellency. I propose that Mr. Thor
from the receipt of your reply may be considered as having taken
charge as Consul General for Iceland in New York.*
' N JoH. STEFANSSON

ity lils oy t on April 2 1940, to serve
L ta United L% ! 'as officially recognised
ut by an e natur A 1040,

Iceland r ste t spresented in the United
r rather than a Charg i T yjnest was approved,
reland, who in September

1940 had replace Thor as Con .
of credence to ¥ R t on November 1, Bome weeks earlier,
on October 1, Mr. Line Mar gh had presen higs credentigls as Unlted

States Minister to Iceland.
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DISINCLINATION OF THE UNITED SBTATES TO TAKE ICELAND UNDER
ITS PROTECTION FOLLOWING GERMAN INVASION OF DENMARK
AND BRITISH OCCUPATION OF ICELAND

BBOA.01/45

T'he British Ambassador (Lothian) to the Secretary of State

No. 201 Wasamvaron, May 10, 1940.

Siz: On instructions from His Majesty’s Principal Secretary of
State for Foreign Affairs T have the honour to inform you that since
the German seizure of Denmark it had become nec ary for His
Majesty's Government in the United Kingdom to reckon with the
possibility of a sudden German descent upon Iceland. Tt was clear
that in the face of an attack on Iceland, even on a very small scale,
the Icelandic Government would be unable to prevent their country
falling completely into GGerman hands.

His Majesty's Government accordingly decided to preclude this
possibility, which would deprive Teeland of her independence, by them-
selves landing a force in Iceland ; and that was done this morning.

They have explicitly assured the Icelandic Government that they
are acting solely to ensure the security of Iceland against a German
invasion, that the force will be withdrawn at the end of the war and
that they will not interfere with the administration of the Island.
They are also prepared to negotiate an agreement on trade matters
which should bring material advantages to the inhabitants of Teeland.

I have the honour [ete.] Loraian

BEBA.01/48 : Telegram
The Chargé in Germany (Kirk) to the Secratary of State

Berrin, May 11, 1940—35 p. m.

[Received 7:385 p. m.]

1302. My 1176, May 1, 1 p. m.;* Yesterday’s and this morning’s
press published reports of the British occupation of Iceland which is
pictured as an unprovoked aggression against a small and utterly de-
fenseless people and thus as demonstrating the hvpocr sy of Fogland's
righteous indignation against Germany for its action to progest the
neutrality of other small nations from British swncrosclio I'he
DAZ* this afternoon publishes a brief editorinl which arg s that [ee-
land is closer to Greenland in which the United Stutes has nnnifested
interest tham to Scotland and therefore is to be regurded s in the
Western Hemisphere and as falling within the scope of the Monroe

! Not pristed.
' Dewtache Algemeine Zeitung.
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Doctring I'he British action which is described as a side show to di
vert public attention from British failures on the Continent is said
weordingly to be of primary interest to the United States and not to

(Germany.

Kmx

850A.01/45

The Secretary of State to the British Ambassador (Lothian)

Wasmr~naToN, May 15, 1940,

ExorLLency: I have the honor to acknowledge the receipt of your
note of May 10, 1940 stating that in order to preclude the possibility
of a German re of Iceland, the British Government landed a force
in Iceland on the morning of May 10.

I am pleased to note that assurances have been given to the Ice-
landic Government, that the British Government is acting solely to
insure the security of Iceland against a German invasion and that
the British forces will be withdrawn at the end of the war and that
they will not interfere with the administration of the island.

Accept [etc.] For the Secretary of State:

Sumyer WerLee

01/49 : Telegram
Tonsul at Reykjavik (Kuniholm) to the Secretary of State

teYyRIAVIK, May 29, 1940—11 a. m.
[Received May 31—3: 84 p. m. ]

occupation of Iceland proceeding without resistance. Prime
® estimates troops at 4,000, Other oflicials put figure as high
Heaviest concentration at Reykjavik where German air raid

is expected. R station, harbor entrance, bridges, piers, and pr
cipal public buildings oceupied. Warships in hiding Alfjordur
lL.I!'r' ] .. {fur] Bay mouth of which has been mined.

Iceland Government feels that capital is now a defended city and a
legitimate object for total bombing. Feeling generally is that mili-

cessary evil not only to prevent Germans fry
establishing air base but more particularly submarine base which could
be used with Norway to k blockade of North Atlantic.
' er British defensive measur

raft setup as yet.
mail abroad m

* H. Jonaason
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British Tegation established with Mimster to Copenhagen in

charge.
K1 N1HOLM

710.11/2651

Memorandum of Conversation, by the Assistant Secretary
(Berle)

[W asmiNgTON,] July 12, 1940.

The Consul General for Tceland, Mr. Thor, came in to see me today,
at his request. Mr. Cumming 7 was present.

Mr. Thor asked two questions. The first was whether the United
States would not include Iceland in the Western Hemisphere and put
it under the protection of the Monroe Doctrine.

I said that this question could not be answered casually, since 1t In-
volved very grave considerations. The political Western Hemisphere
did not turn altogether on the theoretical meridian of division; his-
torically, the Monroe Doctrine had been fairly close to the American
continent: I could not give assurance, though I should be glad
to study it.

He then asked whether perhaps Iceland could not be mcluded in a
customs union, pointing out that now their trade with the United
States constituted the bulk of the means by which they could live.

I | said that that also ratsed some very gra
out that we had had every friendship for Iceland, as was evidenced by
the fact that the Export-Import Bank had made them a loan of a mil-
lion dollars. At present, however. Iceland was occupied by foreign
troops and I was not clear what policy our governmen vould adopt
towards it

ve questions. I pointed

A, A. Benig, JR

50A.20/2 : Telegram

The Oonsul at Reylkjavik ( Kuniholm) te

Department’s July 19, 6 p. m., ¢
sant to the Department some time ago.
I'otal co ]

of one division plus coast defs
brigade covers north from northy

concentration at Akureyri and s

Taorh B. Oun
HHagh N, Vame

the devyelopIneIaLs
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divimonal strength is around Reykjavik in west and south. Several
fighter plunes are at airfield north of Eyrarbakki. Motor transport,
tanks and anti-aireraft recently augmented.

No naval vessels here now except armed trawlers. Attack feared
daily. German forces in Norway believed to number 10 divisions and
ready ton at any time.

German bomber sank fishing boat off east coast of Island on July 12.

KunNraoLM

AO14/0

morandum of C ation, by Mr. Hugh 8. (
ion of F-[(_rf.rg_:f‘-".r s

[ WasmsiNGTON, ] September 5, 1040,
Participants: The Secretary of State, Mr, Cordell Hull,
Mr. Vilhjalmur Thor, Retiring Consul General of Ice-
land,
I'hor Thors, Newly Appointed indic Consul
(General,
Hugh S. Cw . Jr., Division of European
A ffairs.
called on the Secretary
: i\]t‘ h Ve ln-ful'v returning to Iceland to
rector of the National Bank of Iceland, and to present his successor, Mr,
'[Imr I‘lu'-.r-'~.

.'\ffl"?.' an exchange ol ame ] 12 ‘hich \Ir ”—1;1] ,w]-. ecdd My,
Thor suce 1 his » position, the newly appointed Consul General,
Mr. TL IS, pre: _ mission to the Secretary of State.

me length the de : :
a# more intimate ionship, both ec ic and political, between
Iceland and the United St: ‘rom time to time ] Tho

quiesced in Mr. Thor’s remarks and supplemented them wl(h ob
tions of ] 3

The substance of "'.Il. 'lh r’s remarks was that all Teelanders

concerned over the position of Iceland in a war-torn world,
Fe A B ' : the difficulties which w _11|-J f'u.'t' his com in the event of a German
' AR ¢ LTy victory. He said that he had already discussed with officers of

Department the question of facilitating the sale of Icelandic goc
to the United States. He understood rhn.-- difficulties in the way o
obtaining any tariff concessions through trade agreement or otherwi
but he still hope d that a ﬂ;]iluu ) '-»"n“l]-‘l lu—' fuu!'ll.

L M hor then said that s

: I | TEY } with the knowledge and

: : peat the inquiry which }

|

T

e /=
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Jarle that the United [States] take Teeland
through some sort of a declaration which « '
was in the Western Hmmw[ shere, and w’w-.. would e
Doctrine so us to include that island. . .

Mr. Hull told Mr. Thor that the United States continued to have
a very deep and friendly interest in the welfare of Iccland, and of
course sympathized with the desire of the Icelandic people to do
t"T'(?I'_\'ll'lill_:: }H.-.~".~'if_.=]e'* to nsure the maintenance of their i1'|1ii‘]'ni.‘!zl]:‘lli
status during the present disturbed world conditions. Mr. Hull said
that he sure that the interested offic of the Department would
continue to study possibilities of supplementing the help alveady given
Iceland through the million dollar credit extended by the Export-
Import Bank.

With respect. to the extension of the Monroe Doctrine to include
Icoland, Mr. Hull said that we wonld of course bear Mr. Thor’s Sug-
gestion in mind, but that he s sure that Mr. Thor would understand
that dealing as this Government constan itly was with the many com-
plicated phases of problems 1 ng ont of the European situation
and the situation in the Far East, w 1ld make no definite answer
at this time,

During subsequent, con at ; \.hvn.m Chief of the
Division of European A ffairs, : y stant Secretary of State Ber
Mr. Thor and Mr. 'Hu':r- (i i f :
versation with the Seer

the same replies as those gi

A/8 : Telegram

T he Seeretary of S

Wasmmvaron, Jannary 18, 1941—3 p. m.

Your despatch no. 56, December 247 Please orally inform the
Foreign Minister that you have reported the substanee of your con-
versation to your Government and have been instructed to say that

we readily appreciate and sympathize with the apprehension which

his Government feels with respeet to the future of th nidie peaple

in the rapidly changing world situation, and he may be assured that
we will continue to give the most serious attention to the effect upon
the relationship between the United States and Teeland of the now
unpredictable course of events. We feel sure, however, that upon

¥ Not print yate e il 0t Revkl
tion with t elr Mi 0 \"‘~t rs
latter discvissed Infc f
States aloug the lUro
memorandnm of cor
aupra.
802434
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reflect i hie will understand that, owing to the existing international
Sttunting, i Seems nee ry that we retain a freedom of action that
will enable us the more effectively to meet any situation affecti
interests that may arise.
For your guidance: It will be elear to you from the foregoing that
ile we can not close our eyes to the fact that the war may touch
Teeland in such a way finite deci
to what action this Government might feel it advisable to take rela-
tive to Teelund, we wish to be in a position to that decision, if it
chould be forced on us, free from prior commitments. Accordingly,

=

you are 1':1'-1'[1!1.-.~-h'-|i neither to enconrage nor discourage an .A!.l])\'n'l'r'f'l h}*

the Icelandic Government with respeect to this guestion but to con-

tinue to report fully any expressions of public or priva vion that

may come to your attent 101.
HorL
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NEGOTIATIONS BETWEEN THE UNITED STATES, HE
DOM. AND ICELAND REGAKDING ICELANLDI TRADE;
AGREEMENT BETWEEN THE | NITED STATES AND ICH

G11.50A51/8
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611.59481/18
The Icelandio Consul General at New York City (Thors) to the
Secretary of State

Ref. 40.E.1 New York Crry, August 7, 1941.
[Received August 11.]
Sir: With reference to previous correspondence regarding trade
between the United States and Ieelund, terminating with my letter of
July 26th,? I have the honor to inform you that the Icelandic Govern-
ment has appointed a trade delegation which is expected to leave
Iceland in the near future to come to the United States to discuss, in
cooperation with me, various matters of mutual interest with the Gov-
ernment. of the 1Tnited States.
My Government informs me that they are desirous, among other
matters, principally to negotiate the following matters:

1. Sale of Icelandic products in the United States, including re-

duction of duty where same should be required.

9. Purchase of commodities in the United States.

8. United States assistance in chartering freighters to Iceland.

4. Currency matters,

5. Permits for Icelandie fishing vessels to land their own catches
free of duty in American ports and to purchase there coal,
fishing gear and other requirements.

Direct mail and telegraphic service between Icelund and the
United States.

7. War risk insurance for vessels, property and goods.

The delegation from Ieceland consists of the following three
members:
Asgeir Asgeirsson, Managing Divector of Utvegsbanki Islands
_ (Fisheries Bank of Iceland) and Memher of Parliament.
Bjorn Olafsson, Importer and Exporter
Vilhjalmur Thor, Managing Director of Landsbanki Tslands (Na
tional Bank of Iceland)

Accept [ete.] Tror Triors

811.580A81/13
T he ;"\'{-‘r‘rf_‘ﬁ(u‘y (Jf Stale to the Teelandie Conswl G enepe New Fork
(-\‘.r‘r'/ { T}n:;w )

Wastinuron, August 20, 1941,

My Dear Mg, Tuors: The receipt is acknowledged of vour letter
dated August 7, 1941 (reference 40.15.1) informing me of T||‘1' names of
the members of a trade delegation which has been appointed by the

* Not printed,
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Government of Iceland to come to the United States to discuss in co-
operation with you matters of interest to the Icelandic and Tnited
States Governments.

The officials of the Department of State will be pleased to receive
the gentlemen in question upon their arrival in Washington and to
discuss with them the matters covered by their instructions.

Sincerely yours, For the Secretary of State:

Breckinrince Long
Assistant Secretary

011.69431 /24
Memorandum by Mr. Randolph Higgs of the Division of Ewropean
Affairg®

[Wasarveros,] August 28, 1941,
Mr. Thor Thors, Consul General of Iceland at New York. called on
Mr. Atherton, Acting Chief, Division of FEuropean Aflairs, this morn-
ing at 10: 50 to present the members of the Icelandic Trade Delegation :
Vilhjalmur Thor, Chairman of the Delegation and General Man-
ager of the National Bank of Tceland.
Asgeir Asgeirsson, General Manager of the Fisheries Runk.
Bjorn Olafsson.
Mr, Thor Thors, Consul General of Teeland in New York.
Mr. Jonsson, Icelandie Vice Consul at New York and Seeretary
of the Delegation.
Mr. Atherton welcomed the Delegation and, in company with My
i Division of European Affairs, took the Delegation to M.
Welles' ¢ office.
[TTere follows account of courtesy eall upon the Under Secretary of
State, ]
At 11:15 the Delegation, accompanied by Mr. Atherton and Mr.
Higgs, called upon Mr. Acheson. Also present were Mr. Charles
and Mr. Cumming® After being welcomed by
Acheson, Mr, Thor read a memorandum * setting forth the de-
ata of the Icelandic Delegation. Afier fin ing reading rhe
randum, Mr. Thor handed a copy thereof to Mr. Acheson, Mr.
 stated that the desiderata set forth by Mr. Thor appeared to
cide almost enfirely with the ideas of the United States Gaovern

*Addre i Secretary of SBtate; Charles Chrtls,
of the Di i rments ! Bernard D, Meltzer, As.
s it Secretary of State Acheson: and Herbort Feis, Adviser on

L nomic Affair

* Bumner Walles, Under Sec Ty of State

:Iimﬂ: 8, Comming, Jr., of the Division of European Affairs,

Infra.
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ICELAND 759

ment with respect to the development of trade relations between Ice-
land and the United States. He remarked that the prineipal diference
seemed fo He in the greater emphasis which the United States Govern-
ment placed upon the continuation of Icelandic exports to Great Brit-
win. Mr, Acheson then told the Icelandic Delegation that Mr. Berle,
Assistant Secretary of State, Mr, MacVeagh, newly appointed Amer-
ican Minister to Iceland, Mr. Atherton, Acting Chief of the Division
of European Aflairs, ahd he himself would be principally concerned
with the negotiations with the Delegation in so far as the United States
18 concerned. He stated that as a practical matter, however, it had been
decided that Mr. Cumming of the Division of European Affuirs, Mr.
Curtis and Mr. Meltzer would begin conversations with the Delegation
with & view fo assembling relevant factual data which would later
form the basis of negotiations looking toward a formal agreement be-
tween Iceland and the United States,

The several members of the Icelandic Delegation expressed their
satisfaction with Mr. Achezon’s suggestions as to the procediure to be
followed in conducting the negotiations and the meeting elosed with
the usual amenities,

B11.00A31/24

T'he Ieelandic T'rade Delegation to the Department of Stale’

As a consequence of Lthe fact that the United States has assumed the
protection of Iceland *in accordance with messages exchanged between
the President of the United States and the Prime Minister of Iceland.®
the economie and commercial relutions of the two countries are bound
to undergo a fundamental change.

The war in Europe which now has lasted two years, hus entirely
dislocated the foreign trade of Iceland and cut her off from markets,
on which her economic structure had depended to a great extent, and to
which needs the Icelandic export industries had ndapted themselves.
Iceland has during the war depended upon Great Britain and the
United States for the sale of her products and the supply of her needs.
For obvious reasons Iceland must now more and more, as the war goes
on, depend upon the United States for supply of necessities for the sub
sistence of the population and maintenance of her production, as well
as the marketing of her products.

Great Britain has from the beginning of the war showed a friendly
and understanding attitude towards Iceland and exhibited her

“This memaranduam was hunded by Mr. Thor to Assistunt Seeretary of State
Acheson on August 23, 1941,

* See pp. 776 L
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oss to lessen the difficulties which the war imposed upon trade
and production of the Teelandic people by purchasing most of their
products at remunevative prices and by supplying Iceland with most
of her necessary imports. But ns a natural cc 1sequence of the war,
it is becoming increasingly diflicult for Great Britain to provide lce-
land with the most vital necessities.

With this in mind and especially with a view to the fundamentally
altered circumstances due to the United Stutes assuming the protection
of Iceland and the promise of the United States Government to further
the interests of Lceland in every way, including that of supplying her
with suffici ities nnd coneluding with her a favorable eco-
nomic and commercial agreement, the Government of Iceland has now
sent a special Delegation to Washington to negotiate with the Govern-
ment of the United States regarding questions of finance, trade and
shipping, which are of vital importance to Ieeland.

The exports of Iceland consist mostly of Foodstuffs, the bulk of
which at present goes to Great Britain, where these valuable food
products are now meeting an urgent need. Bot as already mentioned,
it is for obvious reasons becoming more and more difficult for Great
Britain to supply Iceland’s needs of goods in exchange for her export
products. But unless Teeland is supplied with the equivalent of these
export products in the form of necessary commodities and services,
her production will definitely decrease and eventually come to a
standstill.

With a view to the messages exchanged bétween the President of the
United States and the Prime Minister of Iceland, as well as the contact
now established, the Ieelandic Government is fully confident that the
Government of the United States will do everything in its power to
further the interests of Tceland in every way under the unusual and
difficult conditions now prevailing, The Icelandic Government further
ventures to express the hope that the United States Government will
treat these negotiations in the light of the exceptional circumstances
which have made these dis ions nec The Icelandic Govern-
ment has authorized the Del for discussion the fol-
lowing subjects:

L. Currency and financing of Imports to Iceland from the United
States.
Import of Icelandie products to the United States and reduction
u} Import duties to facilitate the marketing of various
products.
3. Supply of goods required by Teeland and facilities of producing
permits and export licenses.
Shipping facilities. .
. Direct mail and telegraph connections.
6. Facilities for Icelandic fishing vessels to land and sell their
catehes in the United States free of duty.

Various other matters.
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Further particulars concerning these items will be submitted by the
Delegation during the first meetings or whenever desired.

In view of the traditional friendship and historical ties botween the
United States and Iceland, the Tcelandic Government trusts that the
present negotiations may form a lasting basis for economic and com-
mercial cooperation between the two countries.

811.008A81/22

T'he Department of State to the British Embassy
MeMORANDUM

The British Embassy’s memorandum dated July 29, 1941 sets forth
the view that owing to the limitations of available supplies in the
United Kingdom, most of Iceland’s requirements must to an increasing
extent be drawn from the United States and Canada. Accordingly, it
is proposed by His Majesty’s Government in the United Kingdom :

(1) that the British Government and the United States Govern-
ment dis the means by which they may cooperate in fulfilling their
respc_ective obligations to provide for the economic welfare of Iceland;

) that the United States assume the responsibility for roviding
the tonnage ne y to transport such of Iceland’s eivil :mfﬂ military
requirements which must be drawn from North America:

(3) that the United States arrange to t Teeland to obtain such
additional United States and/or Canadian dollars as may be needed to
meet increased Icelandic purchases in North America ;

(4) that the British Government continue to pay i erling for
purchases in Iceland of mutton, fish and fish oil ne ry to fulfill
the British food program; and

(5) that the United States provida tonn for the transportation
to Iceland of British military requirements to be purchasec
shipped under lend-lease arrangements.

Before entering into detailed discussions of the British prop
the Department of State wounld appreciate being informed as soon as
practicable whether the British Government would be disposed to
agree in principle to & procedure under which the United States Gov-
ernment would purchase in Iceland, in United States dollars from
lend-lease appropriations charged to British account as defense aid,
supplies of mutton, fish, fish oil, et cetera, which would then be moved
from Iceland to the United Kingdom under shipping arrangements to
be made by the British Government. Such purchases could provide
Iceland with dollar exchange to cover payment of increased Icelandic
purchases in the United States, The determination of the amount and
value of such purchases will require dis iong concerning the value
BED248—00— 40
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and quantity of supplies to be purchased by Iceland from the United
Kingdom and the United States, respectively, and the supplies to be
purchased by the United Kingdom from Iceland.

Upon being informed that this procedure is agreeable to the Hritish
Government, the Department of State will discuss the matter with the
Government of Iceland,

While awaiting the reply of the British Goyernment immediate con-
sideration will be given to other phases of the British proposals.

WasniNaToN, August 29, 1941,

611.60A581 /224 ; Telegram

T'he Secretary of State to the Consul at Reykjavik (Kuniholm)

WasniNagTON, September 6, 1941—8 p. m.

51. At a meeting on September 5 the Icelandic Government Trade
Delegation was informed that careful study had been given to the
problem raised by the desire of the British to continue their heavy
purchuses of Ieelandic fish and other products while at the same time
decreasing their exports to Iceland and transferring to the United
States the principal burden of supplying Iceland’s needs and the
tonnage necessary to carry such supplies from the United States to
Iceland. After consideration of several possibilities the conclusion
had been reached that the procedure which would best meet the needs
of the British for lcelandic produce and the needs of Iceland for
dollar exchange would be one under which the United States Govern-
ment would purchase in Iceland in United States dollars, from Lend-
Lease appropriations charged to British account as defense aid, sup-
plies of mutton, fish, fish oil, et cetera, which would then be moved
from Iceland to the United Kingdom under shipping arrangements
to be made by the British Government. The Delegation was informed
that the details of the quantities and value of such purchases would
have to be worked out in consultation between Great Britain, Iceland
and ourselves but that we felt that this procedure would provide Ice-
land with the necessary dollar exchange to cover inereased purchases
in this country. The Delegation was also informed that the British
Government had already indicated its approval in principle.

The Chairman of the Delegation indicated that the procedure would
be satisfactory to the Icelandic Government.

In your discretion you may orally inform the appropriate Teelan:
authorities of the foregoing.
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B11.59A31/37

T'he Chairman of the Icelandic Trade Delegation (Thor) to the
Secretary of State

Wasninaron, September 18, 1041.

Simz: I have the honor to refer to & meeting with Assistant Secre-
tary of State Mr. Adolf A. Berle Jr. on September 5, 1941, at which
the Icelandic Govermment Trade Delegation was informed that the
United States Government in order to solve Iceland’s dollar problem
would undertake to pay in dollars Iceland’s export to Great Britain
but that it would take a few days to find suitable forms for the
procedure,

With a view to the comprehensive contract which Iceland has re-
cently made with Great Britain for the sale of fish products from
July 1, 1941-June 30, 1942 it was discussed whether the United
States Government could take over this contract from July 1, 1941,
Later the Delegation was given to understand that it would be un-
practicable to pay in dollars any goods shipped prior to the contract
being formally overtaken by the United States Government. Ae-
cordingly Iceland can not expect to obtain dollars for any goods
shipped to Great Britain until these formalities are concluded.,

The bulk of the export of the most valuable Icelandic fish products
is presently taking place and it is therefore of vital importance for
Teeland that the new arrangement can enter into effect without delay.

Therefore the Icelandic Government sincerely request that a final
arrangement be made now concerning this matter.

Accept [ete.] ViLnsamor Tuor

611.50A81 /48

The Department of State to the British Embassy *°
MesonsaNpua

Reference is made to the memorandum of the British Embassy
dated July 29, 1941, proposing to the United States cooperation in
fulfilling parallel obligations to Iceland. It was pointed out that
the British Government must continue to carry fish and fish oils
from Iceland to the United Kingdom, but that “most of Iceland’s
requirements must to an increasing extent be drawn from the United
States and Canada.”

Reference is likewise made to the conversations had hetw een Mr.
Hugh Cumming of the Department and Mr. E. Wyndham White

¥ Substance of this memorandum was sent to the Minister In Tceland as tele-
gram No. 80, October 9, 11 p. m,
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of the British Embassy, from which proceeded the memorandum of
the British Embassy dated September 5, 1941.* That memorandum
stated that the British Government would welcome “an arrungement
whereby the United States Government would purchase, in 1 1 sl
States dollars from Lease-Lend appropriations charged to the Bri <k
account as defense aid, all future imports from Iceland to the Unite
Kingdom apart from those covered by the recent Fish Agreement
between the British and Icelandic Governments,” As respects the
latter, should the Icelandic Government press for inclusion f that
contract under the Lease-Lend arrangements, the British Government
would be prepared to consider such a suggestion favorably

The Department has been in communication with the leeis
Government, and discovers that the Icelandic Government now press
for inclusion of the Fish Agreement under the proposed Lease-Tex
arrangements, as well as the other future imports from Ieeland v
the United Kingdom.

The Government of the United States, in view of the ver
obligations assumed by it under the exchange of message
the Prime Minister of Teeland and the President of the Uniteo I =t
considers that the only practicable arrangement is the purchas
it until further notice of all imports from Iceland to the United Koy
dom, these to be supplied to the British (Government and charged
the British account as defense aid, The difficulty of taking only
part of these importations is obvious, particularly in view of the
portance which the Icelandic Government attaches to this featnrs
and to their unwillingness to increase further the balances of hliwke
sterling which have been accumulated in London,

The Icelandiec Government has alse drawn to the attention of
United States the existence of an agreement made between Iceland
and Great Britain on the occasion of the sile by Britain to Tealand
of approximately $2,000,000 of Canadian and United States exchaung
last summmer. That ¢ nent. calls upon Iceland, out of the firs:
incoming dollars she might receive, to repurchase blocked sterling ani
thereby replace the amount of Canadian and American dollnrs wld
to her.

The Icelandic Government has indicated that it feels this require
ment is oppressive since it had already shipped goods to Britain rep-
resented by the blocked sterling; and is now obliged to ship further
goods against American purchase under the Lease-Lend operation
and required to use the dollars to repurchase the blocked sterling
Further, since in effect this would result in an allocation of Lease
Iend funds part of whose purpose would be to purchase blocked

“ Missing from Department files




ICELAND

sterling, the officials of the United States Treasury Department have
indicated an objection. The United States Government, accordingly,
believes that this agreement exacted from Iceland should be waived.

Finally, the Icelandic Government has raised the quesfion as to
whether some use might not be made of the very large balance of
blocked sierling accumulated in London and from which, at present,
the Icelandic Government can derive no benefit. Specifically, it is
suggested that Iceland be given an opportunity to pay off or acquire
the Icelandic debts held in Britain and there payable in pound ster-
ling. Note is taken of the fact that £510,400 from this blocked fund
18 to be used in paying off the balance of the Icelandic 514 percent
loan of 1080. There remain, however, upwards of £300.000 of loans
which are held in Britain and which could, perhaps, be reacquired by
Iceland against proper debit to her blocked sterling account.

In view of the need for prompt flow of supplies to Iceland, the
United States Government is proceeding on the basis of the arrange-
ment accepted in the memorandum of the British Embassy of Septem-
ber 5, referred to above; and will send a representative of the Lease-
Lend organization to Teeland in the near future.

It is planued to take over all of the unexpired contracts by which
Iceland is obligated to supply goods to Britain, and by agreement with
Iceland the goods naturally are to be made available to Britain.

Those goods which are not under contract but which are currently
supplied, such as fisherman’s cargoes. can be arranged for on the
ground between the representative of the Leasc-Lend organization
and the British representatives there.

As the unexpirved contruets run out, the Government of the United
States will be glad to confer with the British Government.

Wasnixeren, October 7, 1941.

611.08A81/51
Memorandum of Conversation, by Mr. Hugh S. Cumming, Jr., of the
Division of Furopean Affairs

[ WasuiNaToN,] October 18, 1941,

On instructions from Assistant Secretary Berle, I got in touch with
Mr. Wyndham White, First Secretary of the British Fmbuesy, late
this afternoon and told him that in convection with our efforts to
extend economic and financial assistance to lceland, particularvly to
meet their immediate needs for some two million dollars with which
to pay for urgently needed purchases in the United States, we had
reached the conclusion that dollurs could best be supplied in the form
of a stabilization fund loun. The deaft of u stabilizition preement
had been prepared but after the Icelandic Delegation had examined
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the draft they had informed us that the terms of an agreement con
cluded last spring between the British Government and the leelandie
Government would make it impossible for Iceland to sign the proposed
stabilization agreement with the United States,

I told Mr. Wyndham White that Assistant Secretary Berle’s obser-
vations to Sir Ronald Campbell *2 Jast week during which Mr. Berle
expressed the hope that the British Government would release Tceland
from its obligation to refund to Britain the first dollars which might
come into Iceland’s possession, included, of course, the expectation of
the United States that any and all other agreements between Iritain
and Iceland which might impede or bar the conclusion of economie
and financial agreements between Iceland and the United States would
be waived by the British Government.

Myr. White said that he would disputch a telegram to London im-
mediately, since he felt sure that, since the A nglo-Ieelandie ugree-
ments of last spring were negotiated and concluded without the
possibility in inind that the United States might enter into the picture,
his Government would relesse Icelund from the obligations which 1
had mentioned,

I told Mr. White that the matter was rather urgent and thanked
him for undertaking to dispateh a telegram at once.

811.589431 /61

T'he British E'mbassy to the Department of Stute '

With reference to the Department’s memorandum of October Tih
regarding the cooperation between the United States and British (Goy-
ernments in fulfilling their obligations to Iceland. we are nuthorized
to state that the British Government ngree in principle to the fuliow-
ing proposals made by the Department in the aforementiomed
memorandum.

(@) That the (ish agreement shall be ineluded in the proposed Ieass
Lend arrangements.

(0) That in order that it may fulfill its brond obligations o e
the exchange of letters between the President and the Prime M ister
of Iceland, the United States Government should purchase, uztil fur-
ther natice, all imports from Iceland into the United Kingdom, these
to be supplied to the British Government and charged to the British
account as defense aid.

(¢) That the United States Government should take over all of the
unexpired contructs by which Tceland is obligated to supply goods to
Britain. It is understood that goods which are not under (vintract

* British Minister, 3

*Left ot the Department on October 20 by Mr, Wyndham White. The
Bubstance of this memorandum was sent to the Mintster in lesland (o telegram
No. BS, October 21, 11 . m.
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will be the subject of arrangements to be made between the Lease Lend
representative and the British representatives in Reykjavik, and fur-
ther, that as unexpired contracts run out the United States Govern-
ment will confer with the British Government,

The British authorities are communicating to the British Food Mis-
sion in Washington details of the working of the fish contract in order
that d:acumom may take place with the United States authorities in
order to ascerfain how the proposals referred to above may be put into
effect, Details of other ontstanding contracts will also be transmitted
to Washington.

As regards the question whether the British Government would
require the Icelandic Government in accordance with the financial
agreement between the two Governments to repay out of the dollars
accruing under the present arrangements some two million dollars of
Canadian and United States exchange advanced to Iceland by Great
Britain last summer, we are instructed to say that the British Govern-
ment would wish the Icelandiec Government to admit their obligation
to resell foreign exchange, but we are authorized to assure the United
States Government that the British Government would not press the
Teelanders to resell until they have substantial dollar balances.

Finally, in reply to the Department’s suggestion that the Icelanders
should be allowed to utilize sterling funds for re-purchase of Icelandic
debts held in Britain, we are authorized to state that the British
Government would raise no objection to a suggestion of this kind
provided that the transaction were effected throngh paying agents.

[WasmineTon,] Qctober 20, 1941,

811.50431/61
The British Embassy to the Department of State™

Reference is made to the Embassy’s memorandum of even data
about arrangements for cooperation between the British and TUnited
States Governments in fulfilling paralle] obligations to Iceland. The
new situation brought about by the Department’s memorandum of
October Tth compels the British Government to reconsider its gen-
eral financial relations with Teeland which hitherto have been based
on the agreement of March 14th, 1941. We are asked, therefore,
to obtain the Department’s views on the following proposals which
the British Government are considering making to the Icelandic
Government :—

(a) His Majesty’s Government to renounce their right to control

over Iceland’s expendlture of foreign exchange and to agree to abolish
committee of 2,

“Uleft at the Department on October 20 by Mr. Wyndham White. The » ? i I 4
substance of this memorandum was sent to the Minister In Iceland In telegram : i e 1y M e o
No, 98, October 21, 11 p. m. Y el .
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(b) His Majesty’s Government to renounce their right to control
Ieeland’s import programme. ]

(¢) His Majesty’s Government to agree that Iceland’s sterling
accrued and to accrue shall remain available for any payments to
rvesidents of sterling area.

(d) Icelandic Government to renounce the right to call on His
Majesty’s Government to meet any deficit of foreign exchange (not
only ted States dollars but all other currencies than sterling and
in particular Canadian dollars) including any deficit arising from
service of export import bank credit.

(¢) Icelandie Government to adhers to their obligation to resell
to His Majesty’s Government out of eventual surplus sums made
available in foreign exchunge by his Majesty’s Government since
beginning of Dritish occupation,

(7) His Majesty’s (Government to agres to relinquish control of
Krone-eterling rate provided that Icelandic Government agrees to
mnke available without limit and at present rate the Krone required
by Ilis Majesty’s GGovernment for British forces in Teeland.

The above proposals are not being communicated to the Icelandic
Government until the views of the United States Government are
known.

[ WasmiyeTon,] October 20, 1941,

811.50A31/82

Memorandum of Conversation, by Mr. Hugh S. Cumming, Jr., of the
rision of Evropean Affairs

[WasmiNaron,] October 21, 1841,

Mr. Thor and Mr, Asgeirsson called at Mr. Berle’s office at the lat-

‘equest at 4 o’clock this afternoon. Mr, Cumming was present
during the conversation which ensued.

Mr. Berle referred to his conversation with the members of the
Teelandic Government Trade Delegation some days ago during which
he had informed them of the substance of the representations which
he had made to the British Embassy on behalf of the United States
regarding United States views as to the alterations which should take
place in British-Icelandie trade and fiscal relations in order to clear
the way for fulfillment. by the United States of the broad obligations
which it has assumed townrds Iceland. Mr. Berle then read to M.
Thor Mr. Wyndham White's memorandum numbered I** which he
delivered to the Department on October 20. Mr. Thor listened at-
tentively and expressed himself as being satisfied with the British
memorandum with the exception of the statement that the DBritish
Government desired the Teelandic Government to admit their obliga-

% Ante, p. T66.

Bt =0 e e 5 2 e f o~ .




ICELAND 769

tion to resell foreign exchange to cover some two million Canadian
and United States dolla anced to Tceland by Great Britain last
summer. Mr. Berle pointed out that while the British Government
had not fully acceded to his suggestion that the British entirely relieve
Teeland of the obligation to repay this exchange, they had, accord-
ing to the memorandum, in writing given an undertaking to the
United States Government that they would not press the Icelanders
to resell this exchange until Iceland should have accumulated sub-
stantial dollar balances; this therefore was an undertaking by the
British Government to the United States and left the way open for
the matter to be taken up again by the United States with the British
when necessity therefor should arise. Some discussion took place at
this point during which Mr, Berle emphasized that in his opinion the
British had gone such a long way towards meeting the views of the

Inited States and leeland that the Ieelundic Government might con-
sider it wise to accept the British view in this respect for the time
being,

In this last connection Mr. Berle, while reiterating his statement that
it might be well to let further discussion of the point remain in abey-
ance until Iceland should have accumulated large dollar balances and
the British should have made a claim against these balances for the two
million dollars of exchunge advanced Iceland by them, made the
further personal suggestion that at some point the Icelandic Govern-
ment might wish to consider offering to the British Government to
utilize two million dollars’ worth of United States :xchange for the
purchase of the Icelandic d outstanding in Britain.

Mr, Berle then read to Mr. Thor, Mr. Wyndham White's memoran-
rum numbered I1® cautioning Mr. Thor that this memorandum
shonld be considered confidential since it contained proj s which
the British Government had not yet mude to Iceland but was onlv
considering making. ITe added that the Department had informed the
British Embassy that in its opinion the proposals made in the two
memoranda left by Mr. White were fair and reasonable and that the
Department would recommend that the Icelandic Government aceept
them as the basis for further negotiations between Iceland and the
United Kingdom with respect to their fiscal relations

With respect to sub-paragraph (f) in Mr. White's memorandum
numbered II, Mr. Cumming said that he had been informed by Mr.
White and by Mr. Kenneth Bewley, of the British Supply Council,
that in their personal opinion the British Government might liave had
in mind not an undertaking by the Icelandic Governmer . sell the
British unlimited kronur “at present rate” but an undertaking to sell

“ Supro,
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to the British against sterling at whatever rate might be current at
time of purchase of the kronur needed for the use of the British troops
in Tceland.

Mr. Thor was somewhat doubtful as to the validity of the opinion
expressed by Mr. White and Mr, Bewley and said that his knowledge
of the course of Icelandic-British negotiations led him to believe that
the British meant exactly what they said in the memorandum.

After further general discussion and expressions of appreciation by
both Mr. Thor and Mr. Asgeirsson on behalf of their Government
of the aid which had been given them by the United States, the meeting
broke up.

611.59A81/60 : Telegram
T'he Minister in Iceland (MacVeagh) to the Secretary of State

Revisavik, October 27, 1941—9 p. m.

[Received October 28 —-6: 17 a. m.]

72, My No. 65, October 24, 9 p. m."" The British Minister told me

this afternoon that he has today, under instructions, presented to the

Icelandic Government the five proposals listed in paragraph 2 of your

No. 98 of October 21, He gave me a copy of his note, and said that

the British Embassy in Washington has been instructed to inform

the Department and request its support. The note concludes with
the following:

“If the above proposals are acceptable to the Teelandie Government,
His Majesty's Government would [apparent omission] to telegraph
the draft of the new agreement which would presumably take the form
of an exchange of notes in the same manner as the agreement of March
14 last past.” ;

MaiaVeaon

611.68A81/60 : Telegram

The Secretary of State to the Minister in Iceland (MacVeagh)

Wasnivgron, October 28, 19415 p. m.

101. Your 72, October 27, 9 p. m. Please informn the Icelandic

Government. that in our opinion the British proposals are fair and

reasonable and we recommend, as we have already done to the

Icelandic Trade Delegation, that the Icelandic Government accept
them as the basis for negotiations.

How

n Not 'rl"i]'lrt."i"
® Bee footno 18 and 14, pp. 768 and 767 respectively
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611.59481/81
Memorandum of Conversation, by Mr. C. S. Campbell, Jr., of the
Division of Commercial Policy and Agreements

[WasmmzaToN,] November 13, 1941,

Participants: Mr. Vilhjalmur Thor, Chairman of the Icelandic
Government Trade Delegation
Mr, Turkel, TA ™
Mr. Campbell, TA

Mr. Thor called today at his request in order to have a preliminary
discussion about the general provisions which might be included in a
trade agreement. The standard general provisions were explained
to him. Mr. Thor seemed to think that they would, in general, be
acceptable to his Government, although he said that the articles
relating to quantitative restrictions, exchange control, and monopolies
and government purchases were extremely rigorous.

The subject of herring oil was also discussed. Mr. Thor was told
that herring oil was not included in the list of products approved by
the Trade Agreements Commiltee but that it was desirable to take
advantage of his presence in this country to get some information in
case a concession to Ieeland should ever be considered. He answered
various questions regarding the production of herring oil and the
possibility of selling it profitably on the American market. Mr. Thor
said that the maximum reduction in the duty and the import tax n
ba of benefit to Iceland under certain special circumstances which
might arise during the war but thit in more normal times such a reduc-
tion would not be suflicient to enable Icelandic producers to compete
on the American market.

B611.50A31/83

Memorandum of Conversation, by Harry R. Turkel of the
Divigion of Commercial Policy and Agreements

[ Wasnixoron,] November 14, 1041,

Participants: Mr. Thor
Mr. Asgeirsson, Icelandic Delegation
Mr. Fowler,® TA
Mr. Turkel, TA

Mr. Thor and Mr. Asgeirsson ealled on Mr. Fowler at 4 p. m. today
to present a request for speedy action in respect to the announcement

“ Diviglon of Commercial Policy and Agreements
® Wwilliam A. Fowler, Asslatant Chief of the Divislon of Commerclal Pollcy
and Agreements,
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by this Government of an intention to negotiate a trade agréement
with Teeland.

Mr. Thor stated that his delegation had arrived in Washington two
and one-half months ago in order to obtain fulfilment by this (o vern.
ment of the promises * made by the President of the United States
to the Prime Minister on the ocension of the entry of American troops
into Iceland on July 7, 1941. One of the promises made was in
respect of a favorable trade agreement with Iceland. On arrival the
delegation was fold that action could be expected in the very near
future, and thus {ar there had been nothing but exploratory conver
sations. The delegation was leaving for Iceland on Tuesday of
Wednesday and desired to know what report it could make o the
Icelandic Government and people.

Mr. Fowler replied that the procedure for announcement of inten
tion to negotiate often became complicated and took more time than
had been originally anticipated; that a considerable amount of prog
ress had been made on the proposed agreement and that it wus resson
able to expect early action. Mr, Fowler further stated that he would
discuss the matter with Mr. Hawkins ** in an effort to expedite it, that
if formal announcement were made before Wednesday the delegation
would be informed at once, and if later than Wednesday, the A merican
Legation at Reykjavik would be informed and they would communi-
cate with the delegation members.

Mzr. Thor stated that some members of the Icelandic Althing and
public had stated that at the time it was decided to permit the estab-
lishment of American bases that it would be much easier for Ieeland
to obtain specific concessions before the troops were admitted and
accordingly he was much disappointed that he might have to return
to Iceland without the specific concessions which had been promised
last July.

611.00A81/74n : Telegrom

The Seoretary of State to the Minister in [oeland (MacVeagh)

‘WasHiNGTON, November 17, 1041-—5 p. m.

124. Public announcement of intention to negotiate a trade agree-
ment with Tceland was issued today.® Listed below are the para-
graph numbers of the United States Tariff Act of 1930 * which include

U Qee point 6 In draft message to be sent by the Prime Minister of Yceland te
Presldent Boosevelt, p. 786, aud draft reply, 87.

B Harry €. Hawking, Chief of the Division of Commercial Policy sad
Agreements

= For list of products on which the United Btates agreed to consider grenting
concessions, see Department of State Bulletin, November 22, 1041, pp #13-412

™ 48 Stat. 580

iy e Pe it frmbilywae o get ol gd b




il

ICELAND 773

the items on which the United States has announced its intention to
consider granting concessions to Iceland. Following the numbers are
listed the products of particular interest to Iceland which are to be
considered under the respective tariff parsgraphs, T17(e), mainly
dried, unsal sh, inclading “stockfish” (@) . mainly
dinavian specialties as qumg fillets in oil, or in oil and sauc ,
mainly such Scandinavian canned fish specialties us ~mumll herring
fillets and boiled codfish balls; 719(2), mainly dried and gr een- -salted
cod ; 719(4), salted herring of different kinds of cut and cure TZ0(¢
(6), mainly smoked lake fish; 721(d), fish roe other than sturgeon;
1685 and 1780, fish scrap and meal for fertilizer and for other than
human consumption; 1780(%), cod oil and cod-liver oil; 151 )a),
dressed lamb and shee

The closing date for submission of briefs is December 8, and a
public hearing will be held on December 15,

Further instructions will follow,

Huru

611.50A81/94n
The Secretary of St - e Chairman of the lcelandic Trade
5;-.:(@:).«1 (T}L(:‘J”Jl

WasmiNaron, November 21, 1941.
My Dear Mzr. Tuor: I have the honor to refer to yOur memoran-
I dum dated August 26, 1941 * and to the conferences which hav
fed held between the Icelandic Government T'rade Delegation and officers
of the Department of State regarding trade relations between the
United States and Iceland, and to confirm to you my understanding
that the situation with respect to each of the major points which lm\L
been under discussion is as follows:
1. Pursuant to the obligations assumed by the Government of the
United States under the exchange of messages between the President
of the United States and the Prime Minister of Iceland, as well as to
further its policy of aiding the British war effort, this Government
has proposed, and the Governments of Iceland and the United
dom have agreed, that until further notice this Government “111 pur-
chase all exports from Iceland to the United Kingdom, the price of
the supplies so purchased to be paid from Lend-Lease funds. In this
connection it is understood that the Government of the United States
will take over all of the unexpired contracts by which Iceland
obligated to supply goods to the United Kingdom, including the so-

* Not printed.

—mﬂﬂﬂﬁﬁlﬁmi'l"n'iﬁﬁ'iﬁliﬁiﬁl’llfiﬂﬂ'ﬁiﬁﬂlll:mamll\lumnmtnl:ﬂmmum.:
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called “Fish Agreement” which expires June 30, 1942. It is further
understood that goods which are not under contract but which are
currently supplied by Iceland to the United Kingdom, such s fisher-
men’s cargoes, will be the subject of arrangements to be made in lce-
land by the representatives there of the three Governments concerned.

9. In response to the request of the Icelandic Government that ar-
rangements be made to facilitate the sale of Icelandic products in the
United States, this Government has announced its intention to negoti-
ate a trade agreement with Iceland covering products of importsnce
to the Icelandic export trade, such as herring of different cuts and
cures, dried and salted cod, cod liver oil, herring oil and other fishery
products as well as dressed lamb and sheep skin.

3. The procurement by Iceland from the United States of necessary
imports will, it is anticipated, be facilitated by the Lend-Lease Agree-
ment between the United States and Iceland * which has been con-
cluded after discussion with the Icelandic Trade Delegation,

4. In order to contribute to the fulfillment of the Icelandic Gov-
ernment’s wish to open direct mail and tele-communication services
between the United States and Iceland, as well as to increase the
security of the United States military and naval forces in Tceland, this
Government has agreed to the request of the Icelandic Government
that during the present emergency United States Government per-
sonnel undertake to maintain in Iceland censorship of telegrams and
mail to and from Iceland. Arrangements are now being made, and it
is hoped will be concluded shortly, to establish the necessary censor-
ship organization in Iceland.

5. It is understood that the Iceland Trade Delegation hns been in
direct communication with the United States Maritime Commission
with respect to the supply of shipping facilities essentinl to the lce-
landic-United States trade and that arrangements satisfactory to
Iceland have been agreed upon.

6. Other questions which have been raised by the Icelandic Trade
Delegation, such as those relating to the discharge in the United States
of the cargoes of Icelandic fishing vessels, are still under considers-
tion by the responsible agencies of this Government,

Let me take this opportunity to express my appreciation of the co-
operation extended by you and by your colleagues, Mr. Asgeir Asgeirs-

son and Mr, Bjorn Olafsson, in the course of the negotiations under

reference.
Sincerely yours, Cruoerr. Homu

™ See telegram No. 183, November 26, 11 p. m., to the AMinlster in Iceland, infrs.




ICELAND

SI1.00AB1 /100 = Telegrum
The Secrctary of State to the Minister in Ieeland (MaoVeagh)

Wasamsoron, November 26, 1041—11 p. m.

133. On Friday, November 21, the Lend-Lease Agreement between
the United States and Iceland ** providing, in substance, as follows,
was execnted:

(1) The United States will procure defense articles for Teeland
insofar as both Governments deem such procurement in their mutual
best interests.

(2) Iceland will pay for such articles before delivery, except when
the United States deems prior payment necessary to protect its
interests.

When the agreement was signed, the Secretary handed a note * to
the Tcelandic Minister, stating that the United States would consent
to distribution of the material procured under the agreement by usual
distributing agencies within Tceland, subject to certain specified
conditions.

The Delegation was also handed a memorandum * which set forth
the basis upon which products within Teeland would be purchased by
the United States for ultimate transfer as Lend-Lease aid to the
British. A telegram dealing with this memorandum and related
questions follows.

A copy of the Lend-TLease Agreement and the related note 1s being
sent to you.

HuwLn

[In January 1942, at the request of the Icelandic Government, nego-
tiations for a trade agreement were transferred to Iceland. With
ingtruetion No. 41, March 19, 1942, proposed schedules and general
provisions were sent to the Chargé in Teeland. The subject, however,
received only intermittent attention and the reciprocal trade agree-
ment was not signed until August 27, 1943. For text of ngreement,
sea Department of State Executive Agresment Series No. 542, or 57
Stat. (pt. 2) 1075.]

¥ For text of agreement, see Department of State Executive Agreement Series
No. 420, or 58 Stat. (pt. 2) 1455, ]

= Not printed.

™ Not found in Department files, but see letter to the Chalrma v lealundie
Trade Delegatlon, aupro.
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AGREEMENT WITH THE ICELANDIC GOVERNMENT FOR SENDING OF
AMERICAN TROOPS TO ASSUME PROTECTION OF ICELAND*

S0LA20/17

The British Embassy to the Department of State

The British authorities have been informed by Admiral Ghormley *
that the United States Government have decided to send a force to
Iceland in the very near fufure,

The British authorities are not clear whether the United States
Government have as yet made any communication on this subject to
the Icelandic Government but on the assumption that the latter have
so far been left in ignorance of the United States Government’s in-
tentions, the British anthorities feel that it would be prefernb]e, for
military and tactical reasons, that no advance information of the
proposed despatch of United States forces should be given. The
British authorities would suggest that the best course would be for
the Icelandic Government to be presented with a fait acocompli as was
the case when the British Lroops occupied Teeland.

If the United States Government equally feel that it would be un-
desirable to disclose their intentions beforehand to the Icelandic
Government, it would nevertheless seem necessary for the Icelandic
authorities to be informed and for some public announcement to be
made, either when the United States troops actually land or very
shortly before the landing takes place. Furthermore, it seems very

ant that in : 1 may be tnken in this direction,
the United States and British ( roments should speak with the
same voice. The United States (Government have no doubt already
taken this aspect of the matter into consideration and His Majesty’s
Government would be very grateful to learn how the United States
authorities feel that the question should be dealt with.

The British Government venture to suggest for the consideration
of the United States authorities that one method of dealing with the
matter—based on the analogy of what was done when the British
forces occupied Iceland—would be for the United States Consul *** and
the British Minister ¥* in Reykjavik to make oral coinmunications to
the Icelandic Prime Minister® and for simultaneous statements on
the subject to be issued to the press in the United States and in Great
Britain. These statements, it i suggested, might perhaps be some-
what on the lines of the following paragraphs, the first of which is

® For previons correspondence on the attitude of the United States toward
taking Iceland under its protect ¢ Foreipn Relations, 1840, vol. 11, pp. 670 L

®¥iece Adm, R, L. Ghormley, Chief of Special Miszlon to the United Kingdom.

¥t Bertel Erie Kuntholm.

b (3, Howard Smith.

= Hermann Jonagson,

1



ICELAND

based on various passages in the President’s radio address
May 27th>

“It is the declared policy of the United States to keep Hitlerism
away from any pmn!u in the world which could be used and would
be used as bases of attack the Americas. Iceland constitutes
one of these points and its occupation by the Nazis would involve an
immediate threat to the United Sta It would also gravely menace
the delivery of supplies to I n which the United States in con-
formity with the ancient American doetrine of freedom of the seas
and the declared intention to render all possible aid to the democracies
in the fight against Hitlerism, are determined shall be delivered,

“For these reasons and in order to relieve Britain of the task of pro-
tecting a friendly and neutral country from being added to the list
of victims of Nazi uggression, the United States Government have
decided, in concert with H Majesty’s Government, to assume direct
responsibility for the defence of Iceland and ;_{r'ulnnllv to relieve the

resent British garrison by stationing United States troops in the
island.”

The PBritish authorities also suggest for the consideration of the
United States Government that it micht be desirable to add to the
above-mentioned statement something to the effect that the United
States Government declared it to be their intention not to interfere
in the internal administration and economie life of Iceland beyond
what might be nes ry to ensure the security of the garrison, which
would be withdrawn when the democracies had won the war against
Hitlerism. A similar assurance was given by IHis Majesty’s Govern-
ment at the time of the Britich occupation and it might be desirable
for it to be repeated again in order to relieve any possible appre-
hensions on the part of the Icelandic population.

[WasaixeToN,] June 16, 1041,

BS0A.20/1T

Memorandum of Conversation, by the Under Secretary of State
(Welles)

[WasainaroN,] June 18, 1041,

Mr. Butler ¥ of the British Embassy called to see me this morning
at his request.

I stated to Mr. Butler that the President had requested me to in-
form the British Government that the plan of procedure concerning
Iceland which was set forth in the secret memorandum ** handed me
by Lord Halifax* two days ago and which I had submitted to the
President yesterday was entirely unacceptable to the President.

*® For text of address, see Department of State Bulletin, May 31, 1041, p. 647,
#e Nevile M. Butler, British Minister,

= Qupra,

o Briush Ambassador.

380248—09 50
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The President desired to inform the British Government that the
plan of procedure he envisaged was as follows:

The nece iean forces, ships and troops, would be concen-
trated at either Newfoundland or Bermuda, or both. The President
estimated that approximately four days would be required for these
forces to reach Iceland from the point of concentration. As soon as
the concentration had been completed, the President believed that the
British authorities should state to the Prime Minister of Iceland that
because of their own defense requirements and military requirements
in other parts of the world, it had become inconvenient for the British
(Government to muintain any longer their forces of occupation in Tce-
land and that, consequently, they were prepared to withdraw. The
British authorities would likewise state to the Prime Minister of
Iceland that the British Government was informed that the Govern-
ment of the United States, because of its determination to defend the
Western Hemisplhere against any danger of attack by Germany, would
be prepared to send forces to Iceland in replacement of the British
forces in order to assist in the defense of the integrity and independence
of Iceland and that, consequently, the Prime Minister of Iceland
should send a message to the President of the United States requesting
the United States to undertake the task of defending Iceland. Im-
mediately upon the receipt of such a message from the Prime Minister
of Tceland, the President would reply stating that American forces
would immediately be sent for that purpose and would likewise state
that the United States had no intention of impairing in any manner
whatever the independence or sovereignty of Iceland and that as soon
as the present emergency was passed, all American forces of occupa-
tion would be withdrawn., As soon as these messapes had been ex-
changed, the American forces would be dispatched to Tceland to take
over from the British forces.

I further stated that the President did not approve the suggested
statement to be made by him as contained in the British memorandum
and did not agree that any statement to be made by him should give the
unfounded impression that the steps taken by the United States were
taken “in concert with His Majesty’s Government.”

I stated that Ambassador Winant * had been fully instructed by the
President along the lines I had just indicated to Mr. Butler, but that
in view of my belief that time is extremely Lmportant in this matter
now, I felt the President wished his views to be conveyed without delay
to the British Government.

S[umner] W{eLes]

* John G. Winant, Ambassador in the United Kingdom.

 alis
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RE0A.20/204

Memorandum of Conversation, by the Acting Secretary of State

[ WasaINGTON, | June 22, 1941,

Lord Halifax ealled to see me this morning at his request.

The Ambassador brought up the question of Iceland. He informed
me that the British Foreign Office and the British Minister to Iceland
saw serious dangers involved in the procedure determined upon by
the President. The British Minister in Iceland believed that it was
doubtful whether Iceland would ask the United States Government
to assist in its defense, and both he and the Foreign Office fearod that
there would be danger of lenkage since there was no censorship of
the press in Ieeland and likewise no control over wireless installations
on Icelandic fishing vessels. The British Government stated, how-
aver, that it wonld be prepared to acquiesce in any plan of procedure
upon which the President was fully determined.

I replied to the Ambassadar that the President had requested me to
say fo him that the plan of procedure which the President had out-
lined was the only plan of procedure which he desired to follow. 1
emphasized the fact that the President believed thut in as much as
the whole basis of our relations with the other American Republics
was based upon our policy of non-aggression and non-intervention,
the occupation by the United States of Iceland without having re-
ceived from the Icelandic Government a request to do so, wonld
destroy in great measure the confidence which the other American
Republics possessed in this Government and would be utilized by
axis propagandists throughout the Western Hemisphere. The Presi-
dent felt, I said, that exactly the same strong argument presented
itself in so far as any action which we might later tale with regard
to the Azores was concerned. It must be elear to the British Govern
ment that if the United States occupied through force the territory
of Iceland without receiving any request from the Icelundie author-
ities to take such action, the fears of Portugal with regard to our
possible action in the Azores would be materially stimulated and would
be exploited to our disadvantage and that of the British by German
propaganda in Portugal.

The Ambassador then propounded the following questions:

1. Is it correct that United States forces would move upon Iceland
in two movements, from Newfoundland and Bermuda, the first move
ment starting June 2217

I said to Lord Halifax that as T had previously explained to Mr.
Butler, the President had asked me to make it clear that all that he
envisaged was the concentration of the American forces required for
the occupation in either Newfoundland or Bermuda, or both, and that
no movement fowards occupation would be undertaken until these
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concentrations had been completed. (The President subsegus
asked me to confirm this statement in his name to Lord Halifax ari
add that Ambassador Winant would make this completels i
through a personal message which the President had instris e

to deliver to Mr. Churchill.?*)

2. Does the United States ngree that during the interim jes
while American and British troops are both in %cul:md that the e
of such troops should not be less than the present total of the Hrir s
qarrison? (The President subsequently asked me to state fo !
Talifax that he confirmed this understanding with the provise ‘he
of course, in certain eventualities the total number might be versy «
siderably greater than the present total of the British garrison.)

3. The British Government desired to know, since they themmelss
preferred to make no statement upon their departure from I slas:
whether the United States Government was agreeable to their refrain
ing from making any statement. (The President asked me to el
Lord Halifax know that this would be entirely agreeable to him.)

With regard to the statement which the United States would make
after the procedure insisted upon by the President had been completed,
the British Government was quite willing that the United Stutes
should omit any reference in such stutement to any action taken by
the United States “in concert with Great Britain®, It was further
suggested by the British Government that there be omitted from any
American statement, the first two sentences in the original draft pre-
sented to us for our congideration because of the British feeling that
the two sentences which they had previously suggested would injure
Portuguese susceptibilities.

Finally, the British Government asked whether they might be given
the opportunity to see the draft of the proposed American statement
before it was issued in order that they might be afforded the oppor-
tunity of making any suggestions they thought would be nséful.

I told Lord Halifax that T would be very glad to sea that that was
done.

S[uawer] WeLies]

§504.20/20 %
Memorandum of Conversation, by the Acting Secretary of State

[Wasniyeron,] June 25, 1941,

The British Ambassador called to see me this evening at his request.

The Ambassador gave me to read a telegram received under date of

June 24 by the British Foreign Office from the British Minister to
Iceland. This telegram set forth the following facts:

1. The British Minister had spoken to the Icelandic Prime Min-

ister of the need for the Icelandic Government to request the United
States Government to defend Iceland and replace British troops of

*s Winston 8. Churchill, British Prime Minister,
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859A.20/204
The British Embassy to the Department of State ™

TrLrarAs FroM Brrrisa MinisTer aT REYEIAVIE TO THE FOREIGN
Orrice, pATED JUNE 27, 1941

Despite my every argument and insistence Iceland Government
refuse to use word “invite”, Their position is that during last ses-
sion of Parliament there was large majority in all parties against
asking United States for protection. They cannot therefore assume
responsibility for “inviting” without consulting Parliament, but they
are anxious that whale plan should not come to nought. Therefore
they ask me to send following reply in hope that it will be sufficient
for President’s purpose. It will be seen that impression conveyed is
that this question has been discussed between United States and Tce-
jand and that Teeland ngrees that it is in her interest that United
States troops come and therefore non-aggression platform of President
ie completely defended. It is also not expressly stated which side
took the initiative.

9. T deeply regret that I failed, but in fairness to Iceland Govern-
ment I must point out that T was instructed that three points were
essential, speed, secrecy and definite invitation. Reply comes one
day after completion of United States concentration. Iceland Goy-
ernment realise the importance of secrecy, and have not summoned
Parliament, although this put very great responsibility on themj they
point to the recent action of Swedich Government n having secrat
session of Parlinment. After our insistence on strategic importance
of Teeland they decline to believe that British troops would actually
leave, if United Sta id not come. Qovernment maintain that they
are taking great risk in going so far as they have. President can
surely regard the form of words used as tantamount to invitation.
Iceland conditions, although meticulous, are not unreasonable, and T
trust United States Government will not cavil at raising status of
representatives, It will make a great difference when United States
troops come and very greatly please Icelande

[The remaining part of this telegram contains n message from the
Prime Minister of Iceland to President Roosevelt, part of which is
quoted verbatim and part in substance. For fext of the message
agreed to by President Roosevelt, see page 7

0/204
smorandum of Conversations, by the Acting Secrelary af State
[Wassxaron,] June 28, 1941,
The British Ambassador called me up late yesterday afterncon at

my house to tell me that he had now received a report in regurd to

" Handed by the British Ambassador to the Acting Secretary of Biate on
June 28,

b




The text
_'\ !’:!:I
Min

cover Lhe

!!I YWEevVer,




aplation would be immediately

y two messages might be made
wreed upon

3 I comumunicatad
further agreed that 1 should
on of the President
at had approved
Prime Minister of
President would make
ents to the Ambassador
them to the Government of
telegram to the American

wl been done.

S[uvasesen] Wlennes]




8594.20/19)
Memorandwmm of Telephone Uonversations, by the Acting Secretary
of State

[Wasmineron.] June 28, 1941,
I read to the President by telephone this evening at six-thirty the
suggested text of the message (o be sent to him by the Prinie Minister
of Iceland and the text of a message to be sent by the President in reply.
The President approved the two texts, s
I asked the President if I was correet in my understanding that as
soon as we now had word that the Teelundie Government approved the
texts of these two messages that the troops now concentrated be im-
mediately sent on their way to Icelund and that the texts of the two

messages would be made public simultaneously with the arrival in
Icelund of the first detachment of onr forces. The President said that
this was his desire and understandine.

[ then called up the Dritish Ambassador on the telephone and teld

him that I was sending to him immediately by specinl messenger copies
of the texts of the two messiuges ns now approved by the President.
I said that T had not as yet received any reply to the message I &

the American Consul General at Reykjavik and that I should con-
sequently appreciate it, in order to avoid any delay, if the Dritish
Ambassador would clear these two messapes as promptly as possible
with the Prime Minister of Teeland and let me have the final and
definite reply of the Teelandic Government as soon as possible, Lord
Halifax veplied that he would be glad to doso. T then informed Lord
Halifax of the President’s decision that as soon as final word from
the Icelandic Government that the texts of the two messaoes were sitis-
factory was received by this Government, the forces of concentration
would start immedintely for Ieeland and would be due to arrive there
approximately four days from the date of departure, 1 further stated
that the President had confirmed by understanding that the texts of
the two messages would be made public here as nearly us possible
simultaneously with-the arrival in Iceland of the first detachmenis

of our forces. 7 iy
Slumser| W/ ennes|

BIDA.20/1

Draft of Message To Be Sent by the Prime Mi

r‘./.-_;.?.l.:r,w.-.-u_ri) to President Roogsevelt ™

In a conversation of June 24th, the British Minister explained that
British forces in Iceland are required elsewhere. At the sume time

=t Infra.

= Photostatic copy obtalned froin the Frankiln D, Roosevelt Library, Hyde
Park, N. Y. Marginal note on oriz | : “Approved by the President hy telephone
6:30 P, M. June 283—S[umner) Wlelles]’
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