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12th Apr i l , 1954 

CABINET 

TRIESTE 

Memorandnm by the S e c r e t a r y of State 
for Fore ign Affa irs 

Attempts during October, November and D e c e m b e r to bring about 
a F i v e - P o w e r Conference on T r i e s t e having failed, s e c r e t tripartite A n g l o -
A m e r i c a n - Y u g o s l a v talks have been taking place in London s ince e a r l y 
February , with Italian a c q u i e s c e n c e , with the object of finding a r e a l i s t i c 
b a s i s for bringing about an agreed se t t l ement between Italy and Yugos lav ia . 

2.. After s o m e ten weeks of d i s c u s s i o n , the Yugos lavs are on the v e r g e 
of agree ing in principle to a t err i tor ia l solut ion approximating, with cer ta in 
frontier adjus tments , to the d iv is ion of the F r e e T e r r i t o r y along the zonal 
boundary, provided they can get sat i s fact ion on a number of Condit ions" 
which they have put forward. If we can reduce these "conditions" to 
reasonable proport ions , the next s tep wi l l be to embark on s i m i l a r tr ipart i te 
ta lks with the I ta l ians . 

3 . The Ital ians wi l l no doubt be disappointed at not getting back some 
of the Italian v i l l a g e s in Zone B. But a s they accepted the A n g l o - A m e r i c a n 
" d e c i s i o n " of 8th October, 1953, which p r e s c r i b e d a d iv i s ion of the F r e e 
T e r r i t o r y along the zonal boundary, it w i l l be difficult for them to r e j e c t 
the t err i tor ia l prov i s ions worked out with the Yugos lavs . It m a y not, 
however , be e a s y to get them to accept some of the Yugos lav "conditions" 
and they t h e m s e l v e s are l ikely to put forward counter-condi t ions . While 
therefore the outlook i s not unpromis ing , the extent to which pres t ige and 
emot ions are engaged on each s ide m a k e s it unwise to be unduly opt imis t ic 
about a s u c c e s s f u l outcome. 

4 . I do not w i sh to burden m y co l l eagues at this s tage with detai ls of 
the Yugoslav condit ions , but I mus t invite their attention to one of t h e m . 
It i s that, in return for the abandonment by the Yugoslavs of their c l a i m 
to the City and P o r t of T r i e s t e with al l i t s valuable ins ta l la t ions , the 
Ital ians should finance for the Yugos lavs the construct ion of a new port 
in Zone B at San Nico la (on the south s ide of the Muggia peninsula) and of 
a new rai lway l ine linking it with one of the ex i s t ing l ine s in the inter ior . 
It i s quite cer ta in that the Ital ians, who wi l l be expected , a s one of the 
other condit ions , to set t le financial i s s u e s outstanding between the two 
countr ies at a poss ib l e cost to t h e m s e l v e s of some $40 or $50 m i l l i o n s , 
would be neither able nor wil l ing to contribute to this venture . On the 
other hand, the Y u g o s l a v s , who are in s e r i o u s financial s t r a i t s , have made 
it an e s s e n t i a l e l e m e n t in any se t t l ement . The A m e r i c a n s have accordingly 
indicated that they are t h e m s e l v e s prepared to find $20 mi l l i ons in the 
current f i sca l y e a r , in the form of additional economic aid, towards the 
construct ion of the new rai lway. They have made it c lear that it would be 
helpful in Washington if, a s a token of so l idar i ty , Her Majesty's Government 
could a l s o find a s m a l l sum in s ter l ing . 



5, Despite our own financial p r o b l e m s , I would ask m y co l l eagues to 
agree to a smal l United Kingdom grant to supplement the sum which is 
being provided by the United States Government . It would of course be 
contingent on agreement being reached between the Italians and Yugoslavs 
on a solution of the Tr ie s te problem. My r e a s o n s are the fc l lowing:

(i)	 A se t t l ement of th is problem would not only r e l e a s e us from 
an e m b a r r a s s i n g international s ituation but would, I hope, 
lead on to a raprochement be tween Italy and Yugoslavia 
and to the deve lopment of a co -ord inated defence effort in 
the Adr ia t i c , It is therefore great ly to our interes t to 
bring about a se t t l ement . 

(ii)	 Al l ied Mil i tary Government in Zone A has for some eight 

years now been a joint A n g l o - A m e r i c a n respons ib i l i ty , 

with a certa in United Kingdom predominance in that we 

have a lways provided the Mil i tary Governor. It would 

look a l i tt le shabby fbz' us now to leave the A m e r i c a n s to 

foot the whole bi lL A re la t ive ly s m a l l contribution 

would sat i s fy t h e m . 


(iii)	 A solution of the T r i e s t e problem would enable us to 

withdraw our garr i son and so effect a cons iderable 

annual saving. 


6. If my co l l eagues a g r e e , a s I hope they wi l l , to a United Kingdom 
grant a s part of a se t t lement , if one is reached , the extens ion for one more 
year of economic aid to Yugoslavia , due to end in June, 1954, might furnish 
the m o s t convenient c o v e r . The sum I have in mind i s £2 m i l l i o n s . 

A . E . 

Fore ign Office, S. "W". 1. 

12th Apr i l , 1954, 


