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Between Moral and Commercial Debt:
Israel, Holocaust Compensation, and the Conference on German External Debt, 1951–52
Abstract
In early March 1951, the Chancellor of West Germany, Konrad Adenauer, announced to the powers occupying his country that his government was ready to acquiesce to their demands and settle the external debts it had accumulated before and after World War II. The announcement was made at roughly the same time as Israel presented its claim for reparations, which was added onto the other two kinds of compensation claims it had been promoting in the aftermath of the Holocaust: claims for restitution of property and personal indemnification. Elements at the Israeli Ministry of Foreign Affairs were gravely worried about the possibility that West Germany would not be able to settle its moral debt to the Jewish People due to the need to settle its commercial debts in the international arena. The present article examines the policies implemented by Israel in the aim of avoiding such a scenario.
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Introduction
On March 21, 1952, a conference commenced in the Dutch town of Wassenaar not far from the Hague with the participation of representatives of Israel, Diaspora Jewry, and West Germany who convened to discuss the three types of Israeli-Jewish claims seeking compensation for the ravages of the Holocaust: reparations, restitution of property, and personal indemnification. Approximately half a year later, on September 10, the three parties signed the Luxemburg Agreements, which included the Israeli-West German Reparations Agreement and two additional agreements between the Federal Republic and a pan-Jewish representative body. 
Over the seventy years that have passed since that historic event, many studies have been written examining the Israeli-Jewish-German negotiations in Wassenaar. One of the key factors pertaining to these talks, which has been discussed in the research literature, is the Conference on German External Debt held at the same time in London. This conference deliberated over West Germany’s foreign debt to countries and financial institutions around the world. Bonn insisted on creating a link between the two conferences in order to avoid taking on a double financial commitment—in Wassenaar and in London—and thus hampering its recovering economy. This German position plunged the Wassenaar negotiations into an acute crisis and there was a very real possibility that the talks would come to nothing.
The close interdependence created between West Germany’s commercial debt (to international factors) and its moral debt (to the Jews) has been discussed in the research literature exclusively in the context of the Wassenaar talks. However, this connection had already been established a year earlier, in the spring of 1951, when the idea of the London Debt Conference was placed on the international order of business. Already at this point in time, Israel had begun to examine the impact that the London Conference would potentially have on the settlement of the Israeli-Jewish compensation claims and pursued a clear policy designed to prevent any possible obstacles to these claims from emerging. In the present article, I seek to examine this important subject, which has been completely neglected in the research literature. By doing so, I intend to provide a broad, complete, and accurate view of an issue that had such a dramatic impact on the historical talks in Wassenaar.
Property Restitution and Personal Indemnification Claims
The issue of material compensation from Germany was raised on the Jewish agenda immediately after the outbreak of World War II, and became a focal point of deliberations in the following years. During the first three and a half years of the war, the discourse focused on the right of Jews who lived under Nazi rule to claim the restitution of their usurped property or receive compensation for property destroyed or badly damaged as a result of German actions. Beginning in the spring of 1943, as reports of the scope of the Nazi assault against the Jews began to accumulate, two additional kinds of claims emerged. The first was for indemnification to be paid to individuals for one or more of the following types of damages incurred at the hands of the Nazi regime: injury to health, loss of freedom, economic damage, or death of an immediate family member. The second was for collective compensation to be given to a representative Jewish body for the criminal act committed against the Jewish People.

The three Western occupying powers in Germany—the United States, Great Britain, and France—had voiced their opinions on the issue of compensation even before the end of World War II, and continued to do so with greater urgency after it. The first category of Jewish claims to be practically addressed was that of restitution of property. On November 10, 1947, Military Government Law #59 was enacted in the American occupation zone. According to the new law, Jewish survivors or relatives of the murdered victims whose property in Germany had been plundered during the Third Reich were entitled to submit a claim for restitution or demand compensation if the property had been badly damaged or destroyed. The law also enabled a Jewish successor organization to claim recognized Jewish property of individuals and communities whose owners (or their relatives, in the case of individuals) could not be found.

With the enactment of Military Government Law #59, the leading Jewish organizations in the world established a special body—the Jewish Restitution Successor Organization (JRSO)—for the purpose of restituting the property of Jewish individuals and communities who had been annihilated in the Holocaust to the Jewish People. The American military government appointed the JRSO to be the sole beneficiary for Jewish heirless property in the American occupation zone. In the summer of 1948, after a number of months of preparations, the new organization set to work.
 The JRSO operated at an impressive pace, and by the end of 1948, it had already logged some 163,000 claims for the restitution of Jewish property.
 The French legislated a restitution law in their occupation zone (Decree #120) on the same day that the American law was enacted. However, it was only in March 1952 that a Jewish successor organization was authorized to start claiming and receiving restitution. In the British occupation zone, a law for restitution of property was passed in May 1949, and a year later, a Jewish successor organization in this sector—the Jewish Trust Corporation for Germany (JTC)—began its operations.

The value of Jewish property in Germany (West Germany especially) was enormous. The Israeli Minister of Finance informed his fellow ministers at a cabinet meeting in early June 1949 that, so far, the JRSO and private plaintiffs had filed property claims in West Germany amounting to about 600 million deutsche marks (DM) (roughly $140 million). Some of this capital, the minister alleged, was intended for the State of Israel.
 In January 1950, a source at the Jewish Agency
 who was well versed in the subject appraised the total value of Jewish property in West Germany that could be claimed at approximately three billion DM (roughly $715 million). He estimated that about a third of that amount could go to Israel.
 A comprehensive document authored by a senior official at the Israeli Ministry of Trade and Industry in December 1950 stated that the total value of the claims of Israeli citizens in the category of restitution of property in West Germany stood at approximately $72 million. Of this amount, a total of $4.3 million had already been settled in favor of survivors who were now Israeli citizens.

Close to two years after the Americans had passed property restitution legislation in its occupied German territory, developments occurred in relation to an additional category of compensation—that of personal indemnification. In the course of the month of August 1949, the local German authorities in each of the four Länder that comprised the American occupation zone legislated a law that allowed indemnification to certain categories of Holocaust survivors.
 Israeli officials who monitored the Germans’ actions in the field of personal indemnification determined in December 1948 that about 50,000 Israeli Holocaust survivors would be entitled to claim personal indemnification under the new law.
 A document authored by the official at the Ministry of Trade and Industry stated that tens of thousands of claims for personal indemnification of Israeli citizens had been filed so far, and that the Germans would probably be willing to pay out a sum approaching $38 million. Were the British and the French authorities to legislate personal indemnification laws in their occupied territories in Germany, Israeli citizens would be able to claim an additional $42 million.
 On January 16, 1951, Israel sent a letter to the three Western occupying powers on the subjects of property restitution and personal indemnification.
 The powers were asked, among other things, to speed up the handling of property restitution claims as well as to enforce the Personal Indemnification Act according to the existing model in the US-occupied area (with a few improvements) throughout West Germany.

The Reparations Claim

In the latter half of 1950, the Israeli Ministry of Foreign Affairs (IMFA) began an in-depth examination of the third category of compensation—collective compensation, or reparations, as it began to be commonly termed. On the recommendation of the heads of the ministry, the government in Jerusalem filed a claim in this category as well. It was submitted on March 12, 1951, to the three Western powers as well as the USSR. These were requested to ensure that their two protégés—West and East Germany, respectively—would pay Israel $1.5 billion in reparations, two-thirds of which would be paid by the former and the remaining third by the latter (in line with the territorial-demographic disparity between them). This amount was based, firstly, on the value of property lost to the Jewish People in Europe during the Holocaust, and secondly on “the financial cost involved in the rehabilitation in Israel of those who escaped or survived the Nazi regime,” who numbered half a million people.

As far as the Israeli government was concerned, the three compensation claims were founded on a clear historical-moral basis. Their settlement would, therefore, be a way to achieve material justice for the many direct and indirect victims of Hitlerism. However, the greater, in fact, the crucial motivation for the Israeli leadership to achieve the satisfaction of three compensation claims lay in its projected economic impact. The young Jewish state was, at the time, on the verge of economic collapse as a result of the destructive and costly 1947–49 Arab-Israeli War and mass immigration to the state. Seven hundred thousand Jews, both Holocaust survivors and repatriates from Islamic countries, most of them owning little more than the clothes on their backs, arrived between 1948 and 1951 in a country previously inhabited by roughly 650,000 Jews. The economic collapse of a Jewish state located in a hostile Arab-Muslim Middle East would have meant physical extermination. The political-economic leadership in Jerusalem estimated that of the three categories of compensation, reparations were the most promising source that could help lift the Israeli economy out of the gutter. In terms of the amount of money, its availability to the government, and its rate of arrival, this claim was immeasurably more advantageous than the other two compensation categories. With that in mind, Jerusalem focused all its efforts on promoting the reparations claim.
Israel’s reparations letter came to the attention of West German Chancellor Konrad Adenauer, prompting him to reach out to the leadership in Jerusalem via clandestine channels with a proposal to hold a preliminary discussion on the collective compensation claim and the possibility of opening negotiations on this matter.
 Jerusalem decided to take up the gauntlet, and on April 19, 1951, a secret meeting was held in Paris between the Chancellor and two senior Israeli officials to discuss the idea of negotiations. The meeting led to a dramatic statement delivered by the Chancellor to the German parliament—the Bundestag—on September 27, wherein he announced his willingness to begin negotiations with the Government of Israel and representatives of world Jewry on the subject of material compensation. About two and a half months later, in early December, the Chancellor met with Jewish-American leader Nahum Goldmann and provided him with an official letter expressing his readiness to discuss with Israel its reparations claim. The Israeli leadership could now approach the Israeli parliament, the Knesset, and through it the Israeli nation, and ask for its approval of Israeli-West-German negotiations on the issue of reparations. The leaders of the young state were very worried about the reaction of the political system as well as that of the Israeli-Jewish public to such a request since the Jewish People in Israel and abroad had imposed a total boycott on the German nation following the Holocaust. Indeed, the news led to a massive public outcry, the likes of which had not been seen in Israel before and would not be seen again for many years after. However, as a result of the government’s determination to open negotiations with the Germans, the Knesset ended up voting in favor of said negotiations on January 9, 1952.
Two and a half months later, on March 21, the talks between Israel and West Germany on the issue of reparations began in Wassenaar. At the same time, negotiations also took place in Wassenaar
 between an umbrella organization of the largest Jewish organizations in the West (the “Claims Conference”) and West Germany on the issues of personal indemnification and property restitution.
Germany’s External Debt

Several months before Israel brought its reparations claim to the world’s attention, the Bonn government was made to face another, commercial monetary claim. This issue requires a brief exposition.
On September 21, 1949, the political status of Germany changed significantly. The military government imposed by the Western powers on their occupied territories in Germany at the end of World War II was abolished, and the occupying powers’ authority in the country was transferred to a civilian body—the High Commission for Occupied Germany (HICOG), which acted in accordance with an occupation statute. On the same day, the establishment of the Federal Republic of Germany (West Germany, or the FRG) was declared. The FRG’s territory encompassed all three Western occupation zones.

Less than a year later, in May 1950, the foreign ministers of the Western powers held a meeting in London where it was decided to establish a committee that would prepare proposals for the revision of the occupation statute. The committee was asked to determine what powers—in terms of the management of internal and foreign affairs—would be transferred from the HICOG to the government in Bonn; in other words, to what extent the independence of the FRG would be expanded.
 In September 1950, the foreign ministers of the three Western powers convened in New York to consider the proposals prepared by the committee. Their discussions touched on, among other things, the question of Germany’s financial debts accumulated both before and after World War II. These included loans given by foreign governments or financial institutions to the government in Berlin, local authorities, and various German commercial entities before the war. The exact scope of these debts was unclear, but modest estimates valued them at 20​–25 billion DM (between five and six billion dollars). In addition, there were the loans given to West Germany after the end of the war, mainly as part of the American Marshall Plan. By the beginning of 1951, the amount of aid West Germany had received stood at about 6.5 billion marks (roughly $1.5 billion). The Western powers agreed that Bonn’s acknowledgment of its pre-and post-war debts was a preliminary condition for any change in the occupation statute.

After a number of meetings dedicated to this issue, Adenauer’s government decided to take responsibility for paying back the debt. There were three main factors behind this decision: fear that the powers might refuse to change the occupation statute; the powers’ promise to forgive approximately 50% of the debt; and perhaps most importantly, West Germany’s desire to restore its credit standing in the eyes of the world, especially in the financial arena.
 On March 6, 1951, in a letter to the HICOG, Adenauer declared that his government recognized the debts his country had accrued before and after the war and proposed to come up with a comprehensive plan to settle them as soon as possible.
 The HICOG received the message with approbation and informed the Chancellor that it intended to proceed immediately with the development of such a plan.
 Over the following weeks, the three Western powers formulated their position and, on May 25, published a press communiqué announcing the convention of an international conference in London in the fall of 1951, with the participation of the FRG and the countries who had loaned it money before and after the war (including their financial institutions), where the question of West Germany’s debt would finally be settled. The convention would not deal with claims related to the war—those would be settled only once an overall and final peace treaty between the Allies and the FRG was signed. Finally, it was announced that the three Western powers intended to establish a Tripartite Commission to prepare the conference in London. This commission would invite any countries who had vested interest is in the question of West Germany’s debts to attend its deliberations as observers.

Israel and the Tripartite Commission

The IMFA followed these developments with mounting unease. The ministry’s officials wondered how West Germany would be able to take on the settlement of its huge commercial debts and, at the same time, continue paying out material compensation claims—restitution of property and personal indemnification—and, most importantly, commit to a future payment of reparations.
 In consultation with senior ministry officials, it was decided to demand that the powers allow Israel to participate in the Tripartite Commission as an observer. Its role would be to make sure that the three material compensation claims, the reparations claim chief among them, would not be set aside to make way for the Allies’ claims. Yet, these concerns were not enough to grant Israel the right to attend the commission’s preparatory conference. The material compensation claims sought justice for the ravages caused by the violent campaign waged by the Third Reich against the Jewish People. In other words, they had no commercial-contractual aspects and arose mainly out of the war itself and as a result of it. If Israel had any hopes of entering the Tripartite Commission as a commercial creditor, these hopes were quickly snuffed out: an investigation carried out by the IMFA revealed that there was no basis for this category of claims—the scope of the commercial debts owed by the Third Reich to the Jews who settled in Mandatory Palestine was negligible.
Nevertheless, these facts did not deter the IMFA leadership. The reasoning they had agreed upon, and which Israel would present to the powers, was as follows: the overall scope of the property restitution, personal indemnification, and reparations claims was so great as to significantly influence any future arrangement regarding the repayment of West Germany’s commercial debts, and be significantly influenced by it in turn. Therefore, the powers must enable Israel to participate in the Tripartite Commission and bring its compensations claims to the commission’s attention even though they were not commercial claims.

On June 20, Israel sent an identical letter to three Western powers, stating that its citizens also have commercial lawsuits against elements in West Germany.
 However, the discussion of this type of claim was brief and came at the end of the letter, and it was clear that Israel did not intend to base its demand to be included in the preparatory committee on these grounds. Its “entry ticket” would be its material compensation claims. In its opening lines, the letter clarified that “a large number” of property restitution claims and personal compensation against “German citizens, German Länder, and the German Reich” had been filed by Israeli citizens. The next paragraph brought up the reparations claim, mentioning the Israeli letter of March 12, 1951.
Alongside these, Israel also brought up a new demand: to return to the survivors and the successor organizations any “securities, currency, bank balancers, gold, silver, etc.” that had belonged to Jews in Germany proper or in German-occupied territories and had been confiscated by the Reich authorities. The idea for this category of compensation had been tossed around by Israeli-Jewish elements for several months preceding the penning of the letter, but it was only examined thoroughly and formulated as a claim in its own right in the few weeks preceding its dispatch.
 Ostensibly, this category should have been included in the property restitution claims, but this was not the case. The laws enacted by the three Western powers on the subject of property restitution concerned only Jewish property in Germany that came into the hands of civilians or private bodies during Nazi rule. These laws avoided dealing with Jewish property that came directly into the hands of the Reich regime, not to mention any property that had been confiscated outside of Germany.
 As of spring of 1951, Jewish and Israeli officials demanded that the Bonn government take responsibility for any Jewish property seized by its predecessor—the Reich government—and return it to the survivors, the victims’ heirs, or successor organizations, just as civilians and private bodies had been made to do under the property restitution laws.
 Within a short time, thousands of survivors and heirs of victims, including Israeli citizens, as well as successor organizations such as the JRSO and the JTC, filed claims under the new compensation category.
 The legislative difference between this category of compensation claims and property restitution claims led to its being nicknamed the “third bloc” (the “first bloc” being property restitution claims, and the “second bloc” being personal indemnification claims).
 The Israeli reparations claim was not a “bloc” since it was a national or state-led collective claim rather than a claim filed by private individuals or successor organizations like the claims in the three “blocs.” At the end of its letter to the powers, Israel maintained that in light of the “scope and variety” of its claims, there was no question that “the objects of the plan for the settlement of [West] German [external] debts would best be served by taking these [Israeli] claims into account.” Based on this, Israel requested to be allowed to participate as an observer in the Tripartite Commission that was due to convene soon.
The powers did not take long to respond. In a letter from June 27 to Mordecai Kidron, an advisor to Israel’s legation in London, Britain stated that it would not be possible to invite Israel to the Tripartite Commission as an observer; this position was reserved exclusively for the big commercial creditors to Germany. This notwithstanding, the letter went on to say that Israel had no reason to worry. The commission did not intend to make any practical decisions on the subject of the debts; those would be made during the international convention planned for the fall of that year. The Israeli government could rest assured that “Israeli interests will not come under threat” 
as a result of its absence from the commission.
 A similar negative reaction to Israel’s request for participation in the Tripartite Committee came from the Americans. A senior official at the American Commissioner’s office in West Germany conveyed the message in a conversation with the Israeli Consul in Munich, Eliahu Livneh, on June 28,
 and two weeks later, US Secretary of State Dean Acheson sent an official letter to the Israeli delegation in New York.

Israel Demands to Participate in the London Conference

The powers’ response caused disappointment in Israel. The IMFA refused to take solace in the British promise that Israeli interests would not be harmed. Gershon Avner, director of the West European Division at the Foreign Ministry, believed the commission would decide on a “hierarchy of priorities” for West Germany’s various debts, which would push the reparations claim (as well as the other material compensation claims) to the bottom of the list. He, therefore, proposed to prepare another letter to be sent to the commission in order to “remind those who are going to set the priorities, that there are claims such as the Israeli reparations claim,” which deserve to be assigned “the highest priority among the rest of the claims” in light of the fact that “its moral foundation goes much deeper than all other claims.”
 Consul Livneh held a similar view and, like Avner, he too believed that “we have a duty to publicly declare that our claims (for restitution, indemnification, and reparations) deserve [moral] primacy over the commercial obligations of [West] Germany.”
 The idea was discussed at a meeting of the IMFA heads on July 26 and was accepted by the participants. It was decided that Eliezer Shinnar, a Foreign Ministry official who coordinated the ministry’s work on the issue of material compensation from Germany, would prepare a letter “to all participants in the above conference [the Tripartite Commission] emphasizing that our claim should be taken into account when determining priorities.” It was also decided that the letter should demand that Israel be allowed to participate in the Debt Conference to be held in the fall.
 This demand had already been raised as early as the beginning of July in a conversation between the Israeli ambassador to Washington, Abba Eban, and Henry Byroade, the director of the Bureau of German Affairs at the US State Department.
 In this regard, Israel could have drawn some encouragement from the powers’ responses from the end of June and the beginning of July, which hinted at the possibility that Israel would be invited to the Debt Conference in the fall.

The Foreign Ministry contacted Eliahu Elath, Israel’s Minister to London, and asked to provide up-to-date statistical material on Israel’s “commercial claims.”
 Consul Livneh felt that “this demand might get us into trouble.” The statistics would make the powers realize that Israel’s commercial claim was marginal at best, and if they insisted that only commercial creditors be allowed participation in the Debt Conference, then Israel may find itself left out “on the grounds that we are minor creditors.”
 Livneh’s warning was duly considered but rejected nonetheless. On September 10, at an IMFA meeting convened by Shinnar, it was decided to provide the powers with a memorandum containing statistical data about Israel’s claims, including its commercial claim, along with the letter intended for the Tripartite Committee.
 The decision was approved by the heads of the ministry three days later.

On September 28, Elath conveyed the letter along with the statistical memo to the Foreign Office in London.
 The same was done by Israel’s representatives in Washington and Paris.
 The letter emphasized the “substantial” scope of Israel’s compensation claims and determined that they would have an impact on West Germany’s foreign debt settlement. The Government of Israel expressed its confidence that, in light of the nature of its claims, it would be invited to attend the Debt Conference. The statistical memorandum presented updated numerical data on the three compensation “blocs.” The $1.5 billion reparations claim was not mentioned because it was already addressed in the letter. The scope of the Israeli claims in the first bloc (property restitution) was approximately 800 million DM (about $190 million). The scope of claims in the second bloc (personal indemnification) was estimated at roughly 150 million DM (about $35 million). With regard to the claims in the third bloc, there was an issue: this category was relatively new, and the number of claims filed under it by survivors and successors who were Israeli citizens did not reflect its full monetary scope. It amounted to about 6.5 million DM (roughly $1.5 million) worth of claims for restitution of funds that were deposited in banks, invested in other commercial institutions, or used to buy insurance policies. These types of liquid assets already appeared in the first Israeli letter of June 20, but the new letter included other types of assets within the framework of the third block. No financial data on these were provided because they were not yet available to the Israeli government.
The inclusion of additional types of assets was a by-product of an in-depth study of the third bloc category conducted in the summer of 1951 by Israeli and Jewish elements. The study’s conclusions led to the category’s expansion, and it now included two other types of assets: a) mobile property of Jews, which had been confiscated directly by the Reich authorities (e.g. jewelry, religious articles, works of art, and cultural artifacts) in addition to the liquid assets already mentioned in the past; b) sums of money calculated on the basis of discriminatory taxes and fines, such as the exit tax (Reischsfluchtsteuer) imposed on Jews seeking to emigrate from the territories of the Reich (Germany, Austria, and Czechoslovakia),
 and the Judenabgabe fine imposed on the Jews of Germany and Austria immediately after Kristallnacht in November 1938.
 Beyond these three compensation blocs, Israel stated that it was also a commercial creditor of West Germany; however, the amount specified—100,000 DM (about $24,000)— made it clear that it did not expect its requests to participate in the preparatory committee and the Debt Conference to be honored based on this negligible amount.
The Israeli appeal to the powers was crowned with success. In a conversation conducted in late November by Moshe Keren, a counselor at the Israeli legation in London, with a British Foreign Office official, he was told that Israel would probably be invited to the Debt Conference, which would take place in early 1952.
 An American confirmation of this message came a week later. In response to Israel’s letter, the American State Department made it clear that it wished for the Israeli government’s request to participate in the Debt Conference to be “considered favorably.”

Israel’s Conduct at the Conference

With the road to the conference now clear, Israel had to determine how to best promote its interests there. In a letter sent to Keren on January 1, 1952, Shinnar informed him of the government’s official line of action: Israel would “deliver a message” at the beginning of the conference wherein it would ask the creditor countries to take its compensation claims into consideration in light of their significant scope, and even accord them priority because of the moral stakes involved. That would be the sum of Israel’s contribution to the conference. “We do not wish to enter into a discussion of our [reparations] claim at this conference,” Shinnar wrote, “nor would we want to begin any kind of negotiations there.”
 A long memorandum prepared by Eli Nathan from the Office of the Attorney General of the IMFA regarding Israel’s participation in the Debt Conference clarified the government’s decision. The practical meaning of participating in the discussions, he explained, would be the inclusion of the Israeli claims in the overall settlement of Germany’s commercial debts, to be determined by the conference members. This, however, could have dangerous repercussions for Israel for a number of reasons: 1) an overall debt settlement arrangement would necessarily entail a decrease in the final sum Bonn would have to pay out to Israel; 2) it was likely that the settlement payments would be spread out over a very long period of time; 3) priority may be given to the settlement of debts that the Germans would have to pay in foreign currency over the debts to be paid in DM, to the detriment of the Israeli claims expressed solely in DM; 4) the satisfaction of the Israeli compensation claims would thenceforth be subject to the willingness of the Bonn government to honor its international commercial obligations.
 All these various perils, however, could be averted if Israel contented itself with notifying the conference members of its demands.
Yet Keren remained unconvinced of the efficacy of this line of action. “If we show up only to give a message,” he argued, “the demonstrative nature of our participation will stand out to the naked eye, and it will inevitably weaken our position.” In his opinion, Israel would be better off if it “sent our statement to all the participants in writing and not burdened ourselves with the conference.” 
 But Shinar did not share the London counselor’s fears or support his suggestion.

On January 12, the Israeli legation in London received the long-awaited official invitation to participate in the Debt Conference from the British Foreign Office. The conference, it was noted, would open in London on February 28.
 In consultation with the IMFA, it was decided that Keren would head the Israeli delegation to the conference. In a letter from the end of January, Shinnar clarified to Keren that he must bring Israel’s material compensation claims “to the attention of all participants in an appropriate manner.” Beyond that, he was charged with trying to persuade the representatives of the powers and the central creditor countries to “put our statement into the protocol [of the conference],” without taking an active part in the discussions that would follow.
 Two days later, Shinnar sent a letter to the Israeli representatives in the capitals of the powers and the major creditor countries, in which he asked them to act in accordance with the guidelines given to Keren within their spheres of influence.

Based on the instructions he had received, Keren met with John Gunter, the US representative on the preparatory committee, and let him know that Israel intended to make a brief announcement regarding its claims at the beginning of the conference and then act as an “observer” throughout the rest of the conference, without taking part in the discussions.
 A similar message was given by Keren to George Rendel, the British representative on the preparatory commission,
 and by Nathan to the French representative on the commission.

The Jewish Organizations and the London Debt Conference

The question of Jewish participation in the Debt Conference (whether through representatives of the State of Israel or Diaspora Jewry) provoked a lively debate among Jewish organizations in the West dealing with the question of compensation from Germany and led to the formation of two opposing camps: those for and those against it.
Maurice Boukstein, the legal advisor to the Jewish Agency in the United States, argued that Israel should not take part in the conference because all the creditor countries would stand against it as one entity.
 A similar position was held by Jerome Jacobson, a senior member of the American Jewish Joint Distribution Committee (JDC), who felt that the special “moral value” of the Jewish People’s claims against Germany meant that Jews must abstain from participating in a gathering based on ordinary commercial debt.
 Benjamin Ferencz, one of the leaders of the JRSO, who initially supported Jewish participation in the conference, changed his mind based on these arguments.

Nevertheless, there was a larger group who supported the move. Georg Landauer of the Jewish Agency maintained that if the Jews wished to get international attention on their claims from Germany, they must appear at the London Conference, which, he reminded, would have all of Germany’s distributable assets laid out before it.
 Saul Kagan of the JRSO suggested that the Jewish organizations take part in the conference in a fashion similar to that of Israel. In other words, they should distribute a memorandum among the participants containing a request to take the organizations’ claims into consideration when determining Germany’s payment capacity and send an observer on behalf of the organizations to report on developments in the course of the discussions so as to enable a swift response in case they went against Jewish interests.

Yet the ability of the Jewish organizations to participate in the Debt Conference was still in doubt. It was unclear whether the conference organizers would allow essentially social and humanitarian (rather than state or business) entities to take part in it. Some members of the organizations found it difficult to believe that they would be granted such permission. They, therefore, asked Israel to include in its delegation to the conference a representative on their behalf,
 who would serve as a kind of “listening post.”
 Israel complied with the request and added Kurt Hirschfeld, an economist and a representative of a company that assisted the JRSO in solving problems regarding the use of compensation funds, to the delegation.
 Hirschfeld was an ardent supporter of Jewish participation in the conference and a harsh critic of those who opined against it.
 Ahead of the conference, Keren, together with IMFA officials, finalized the roster of the Israeli delegation.
 At the same time, Keren and Nathan worked hard to prepare the announcement he would make at the opening assembly of the conference. Among other things, they decided that it should mention “the existence of Jewish claims [in the Diaspora].” This move, Keren clarified, was necessary “not only in order to officially inform the conference about the existence of these claims but also in view of the fact that the Jewish organizations will not be [independently] represented at the conference.”

The Opening of the Conference

The London Debt Conference opened on February 28, with twenty-three countries, Israel among them, taking part.
 The opening speech was delivered by George Rendel, Chairman of the Conference. He was followed immediately by the banker Hermann Abs, head of the German delegation. Like Israel, he also expected the conference participants to take into account the Israeli-Jewish compensation claims, even if he did not mention them explicitly: “quite recently, fresh transfer claims in considerable amounts have been brought against the Federal Republic of Germany, which so far had either not been anticipated at all or at least not in the amount asked for.” The purpose of the conference, he announced, was to reach a final settlement of all outstanding claims (i.e. including those of the State of Israel and Diaspora Jewry) presented against West Germany.

The next day, Keren read out Israel’s message regarding its claims to the conference assembly. The message detailed all the different kinds of claims Israel was pursuing: the reparations claim, first and foremost, followed by the three “blocs.” Keren made it clear that similar claims (apart from the reparations claim) were also being made by Jews living outside of Israel. The Israeli government requested that the conference take into consideration the existence of these claims “since no overall settlement of [West] Germany’s external liability would be either equitable or realistic which failed to take due account of them.”
 Having delivered his speech in accordance with the IMFA’s instructions, Keren served as an observer at the conference and abstained from participating in discussions. He and the other members of the delegation made efforts to hold informal conversations with conference participants, especially with representatives of the powers, as well as Abs and his fellow West German delegates.
Epilogue

Israel sought to avoid linking the Jewish moral claim with the international commercial claim, but the Federal Republic, as it turned out, had other plans. In a meeting that Abs held with Hirschfeld a few hours after his speech, he stressed that the approach that emerged from his statement, which bound the two claims—the commercial one discussed in London and the moral one to be discussed with Israel and world Jewry— together, fully reflected the Bonn government’s view on the matter.
 This German approach concerning the two conferences was formed sometime before the opening of the talks in Wassenaar. Its architects were Abs and the West German Finance Minister, Fritz Schäffer. As early as December 18, 1951, at the Bonn cabinet meeting during which Adenauer reported on his meeting with Goldmann earlier that month, Schäffer had stated that no payment should be put on the federal treasury’s budget until the results of the London Conference were clear. Further strident comments were made to Adenauer by Abs several weeks later.
 The pressure applied by the two men bore fruit: Adenauer and his men found themselves inclined to accept their approach, albeit without much enthusiasm. In mid-February, the Chancellor wrote to Abs to say that he recognized the importance of the London Conference for the future of the country’s economy and did not wish it to be geopardized as a result of the forthcoming talks with Israel and representatives of Diaspora Jewry (the Claims Conference).

 A month later, Walter Hallstein, West Germany’s Secretary of State for Foreign Affairs, told a US administration official that his country was in dire straits because it was discussing compensation at two separate conferences. He expressed hope that the two negotiations summits would be merged or at least conducted in the same city.

It was in this spirit that the Foreign Ministry in Bonn, shortly before the opening of negotiations in Wassenaar, decided that the West German delegation would demand that the conference be split into two stages.
 According to the German plan, in the first stage, the Bonn government would seek to obtain clarifications about “the nature, reasons, and detailed summaries” of the various Jewish and Israeli claims. Subsequently, it would examine and weigh them in light of the results of the deliberations in London. Only then would it “be able to come to a decision on how to integrate the Israeli and Jewish claims within the framework of [West] Germany’s payment capacity and the overall settlement plan of German debts.” This decision would be communicated to the Israeli and Claims Conference delegations in the second stage of the negotiations.

Adenauer instructed the Abs to bring the German position to Goldmann and Keren’s attention.
 Abs did so, as mentioned previously, in the statement he made on February 28 and in his conversation with Hirschfeld. He also highlighted the issue in a conversation he had with Goldmann on March 16 and in a meeting with Keren on March 21—the opening day of the talks in Wassenaar.
 Hirschfeld and his friends in the Jewish organizations felt that the Germans would “play a somewhat diabolic game and try to pass the buck back and forth” between the London Debt Conference and the compensation negotiations in Wassenaar.
 And indeed, as soon as the talks in Wassenaar opened, the Germans introduced the approach that bound Wassenaar with the outcome in London. This position led to a hiatus and, in fact, a crisis in the talks that lasted about two and a half months. The crisis was finally resolved, but only after Chancellor Adenauer realized that the moral debt owed by the German people to the Jewish People and the Jewish state was too important to hinge on Germany’s commercial debts. On June 24, talks between the German and the Jewish-Israeli sides resumed, and on September 10, 1952, the Luxembourg Agreements were signed, chief among them the Israeli-West German Reparations Agreement.
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