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This document is the property of His Majesty’s Government
Confidentiol.
1903.

PERSIAN LOAN.

TELEGRAMS, 20TH JANUARY—I1ST APRIL.

From Secretary of State to Viceroy, 20th January 1903.

P.-—-Propuml lo make loan to Persia, contained in Sir A. Hardinge's
private telegram to Foreign Office of 13th January. Having regard to letter
to Foreign Office of 12th November 1901, enclosed to you with Secretary’s
letter, No. 5b, of 156th idem, please telegraph your views.

From Viceroy, 9th February 1903.

P.—Following is our opinion regarding Persian loan, asked for in
your telegram of 20th January. Situation has been carefully considered in
the light of later recent telegrams. The imminence of a third loan by Russia
renders a British offer, in our opinion, still possible and desirable.
If assistance is given, it should he shared by British and Indian
Governments, and must not be given by Indian Government alone.
Nor should the transaction be confined to a single loan of relatively small
amount, but future extension should be contemplated so that value and
permanency of our stake in Persia, thereby to be created, may increase.
As to channel through which to make loan, there would be a difficulty in
the way of using Indo-BEuropean Telegraph, which is a department of
Government of India, but it is one that might be evaded if a Perso-Indian
Company for special purpose of mew line were formed. An analogy for
such a Company is to be found in the concession Sor the Julfa-Kasvin road,
see Sir A. Hardinge's Despatch of 30th November 1902.
There seems to me to be no solid objection to the loan being made througl:
the Imperial Bank, as I proposed in October 1901. !
As to security, the first Russian loan is secured by the Persiam Customs i
receipts, excepling those of Fars and the Gulf ports; the security for the
second includes all Customs houses to be established in the Sfuture, a reference
of an unmistakable and dangerous character to the Customs line which it is |
proposed to establish along the Perso-Baluchistan frontier from Seistan to {
the sea, and at other places within the British sphere.  In case of both loans !
these conditions are in direct conflict with the promise made by the late Shah !
in October 1897, not to place the Customs of Southern Persia under foreign
supervision and control, a promise by which His Majesty’s Government have -
held the Persian Government to be bound. The discrepancy between it and :
the conditions attached tlo the Russian loans was pointed out to the |
Grand Vizier by Sir A. Hardinge on 10th May 1902, but no reply appears |
to have been received to his communication. We hope that His Magesty’s {
Government will insist upon this obligation of the Persian Government, in
which case the Customs of the whole of Southafrn Pel'ew. are available as
security. We suggest, therefore, that the combined security fo'r an Anglo-
Indian loan should be found in these - Qustoms, and the Persian share of
receipts from the new [L'l("(]r(g)h line underdthe Convention of 1901, the latter
ina the first security, and Customs secont. Rasr :
bﬂ%}lle m:‘z/(imnt of the first loan might be half a million sterling, half from
bly Persia might engage to come

British, half from Indian funds ; and posst Persi !
to us for nef,r( loan on our engaging to give it, subject to reasonable

conditions.
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loans. Better conditions might be secured fo

long, and a condition might be included that

lime(?) before the date specified in the contrae;

:: ‘;S’outhern Persia upon objects conducive
ade.

If we accept as security the Customs o Southern Persi
the condition that Persia should umlertakcf;wt to give eﬁ‘e;??o i:ﬂ?n:;:%;t
polzt_scal, territorial, commercial, or otherwise, in those territories to an ;
forezgfz Power without having first offered it to ourselves.  This condition z
a variation of that proposed by me on 26th October 1901, and is preferable
to that suggested by India Office in the JSollowing month.

Four per cent. interest might be charged on the loan.

Whether the loan should be payable and repayable in Krans is o question
that might be worth considering.

W'_helhm: the above proposals are feasible depends upon the question whether
qum desires to free herself from complete Russian control, and whether
His Majesty’s Government is willing to stake something for British interests
in Southern Persia, and to insist subsequently on the fulfilment of the
obligation entered into by Persia.

r a short term loan than for
if the loan be repaid at any
t, the money might be expended
to Perso-Indian interests or

From Secretary of State to Viceroy, 20th February 1908,

P.—Your telegram of 9th. There appear to us to be very formidable
difficulties in the way of making a simple loan to Persia. Her treaty
arrangements with Russia are opposed to it. The loan could only be made,
if it could be made at all, through the Imperial Bank, for the permanent
continuance of which as a Brilish institution we have no security.

1t might, however, be possible by some such plan as outlined below, to
safeguard our interests in Seistan and South Fast Persia ; and we should be
glad to have your opinion whether your Government think such a plan—the
only object of which is the defence of India—is of sufficient importance to
make it worth while for India alone to lend the necessary funds. The
Parliamentary difficulties in passing any Bill, at least during present
Session, employing British funds for this purpose would probably be great.

The plan is as follows :—That in return for the payment of a lump swm
we should obtain from Persia the sole right to construct roads and railways,
and possibly other commercial undertakings, in Seistan and South East

Persia, perhaps also in addition similar definite rights in the Karun Vulley
and between Mohammerah and Kermanshah. By a treaty with Russia
Persia has bound herself not to allow any railway construction till 1910, a
period that may possibly be etended for a further 10 years. A provision
might therefore be made that Persia should pay interest on the purchase
money until we can exercise the right to build railways, of which we have
purchased the monopoly. The Southern customs would be security for
payment of interest. ¢

: .’/l’hia pl({l‘b has the advantage that it would make it impossible Jor Russia
under any circumstances to absorb the territory in question by the process of
building roads and railways requiring, as she .wouh.i allege, to .be 'gum-ded by
Russian trooops. In fact, except from overt invasion the territories would be
safe. It is probable that no form of loan could secure more than this, if as

much.

From Viceroy, 26th February 1903.

lan you describe in your telegram of 20th
the protection of Karun Valley and region
h are matters, as we have often
is clearly not

P.—Persian Loans. The p
instant, embracing, as ttl %es, ot i
between Mohammerah and Kermanshal, Wit 7
argued, of Imperial rather than of Indian importance,
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(Arf,'/us/rwl‘r/ concerned with the defence of India Neverth :
tains, in our opinion, the germ of a valuable su ('?.l' 2wy mh‘)gs A
condition, it is a plan which we should be ]J;"]:?A;/)':l:;t,/{tll’[- e ot g
L.m'r/.l:/zip to pursue. The condition is that no //u/;[is left {/),,://,i(:).””/”/m.“], el
rwer and what is very vaguely defined as Seistan and »S‘oztf/z E’H/ 2 '“ [)\"/"f.'/
()//uwwisr Russia would be left free to reach the sea rrmwhnr:s /l/; {' =
intervening territory, and to build railways to BIIII([(‘I“/J]I]'I(IS‘ Bm;l!'/{l’ e
other ports. It is only on the condition that the pm,;r)‘x'mf;,m,,;)’ ol u?'mll' lor
the entire belt of Persia south of the line, Khanikin }7}05{)1"0 ~ll(t( 6}’19
Ispahan, Yezd, Kerman, Seistan, that we consider that [/'z«/imi :’Ulé oo
should be used for advance to Persian Government. We should be E’W_’l?;{t’fs
in return for such a monopoly to find a sum not exceeding 1,000,0001 1?; ped
or more instalments, interest at 4 per cent. being payable ‘t/tm"/'on u.;t[i{ (;Z(’
amount due as interest is covered by net revenue /'r(}m 1-nil:o/rr/§ roads, a L;
other works that may be constructed, the security bleing the r'uz'i;:(; ;-u?tam.; a:ul
excise revenue south of the proposed line, in so far as these are no't alread,
pledged. Care would have to be taken to drj/z'ué accurately l/te.;w rﬁven//ksv sz
as to preclude taxes being raised or hypothecated in fnfure for })the;- rr);d
unfriendly purposes ; also to prevent any third party b'eing bz'élt_r/ﬁ/ into the
monopolised area, should we be unwilling or unable to construct railways or
other public works there. Until, however, we know more of the situation
we reserve owr comments on these smaller points. 3

From Secrelary of State to Viceroy, 4th March 1903.

P.—Scheme for Persian loan suggested in my telegram of 20th February
was the outcome of a general conference between Foreign Office, Treasury,
and India Office. A similar conference, having considered the scheme )n'o:
posed in your telegram of 26th February, have arrived at conclusion that its
extent would be likely to cause Persia to reject it, and that it is desirable,
as India is, according to lhe proposal of His Majesty’s Government, to bear
the whole expense, that our plan should be limited to area strictly required
Sor defence of India. Could you give me an idea of minimum area which
would be sufficient for this purpose in opinion of your Government.

From Viceroy, Tth March 1903.

P.— Your telegram of 4th March asking owr views in regard to Persian
loan proposals. As far as defence of India is concerned, no one portion of
Southern Persia is, in our opinion, much more important than ancther.
A Russian port on the Gulf, connected with a Russian railway, involving the
Russification of the territory through which it passes, is the main danger to
be feared. We object to Russia having any Gulf port or any railway to it,
Our objection is not appreciably diminished by increased distance of such a
port Sfrom Baluchistan.

Consequently, we are not disposed to contract monopoly area recommended
by us on 26th ; but, as a possible suggestion, if His Majesty's Government are
prepared to interpret the promises, made by late Shah in_autograph letter of
16¢h September 1888, and confirmed by present Shak on 12th April 1900, as
conferring on Great Britain a monopoly in the country north of Shuster, then
our line might be from Ispahan to Shuster (thereby giving us claim to
Alwazdam), instead of from Ispahan to Burujird and Kermanshah.

The Shah’s promises were as follows :—

(a) Priority to British for construction of railway from South to
Teheran. ;
(b) That whenever a railway concession was given to others in the North,
i we should receive the concession of a line from Teheran to Shuster
or a similar line. = o
(e) That without consultation with the BJ'I‘/I.,\‘/I , Glll‘/‘{‘l[lll.(’ll{ no ,/m'.ezgn
- granted a concession for a line in the South.

B

company should be

S. 19.
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It must be remembered that assumin, ia i
( 7 g that Persia is to be held to her
promises, she has already conceded to us good deal of the monopoly which it

i8 now proposed to buy, and that there must be something substantial
JSor use of the Indian money market. T N

From Sir A. Hardinge to the Marquess of Lansdowne,
8th March 1903.

(Private.) M. Naus tells me confidentially that Russiansare still delaying
conclusion of Caspian Fisheries Loan, and that he may have to ask for my
help towards operation in London, as it is rather a large one for Imperial
Bank of Persia to cffect unassisted. He adds that Russians prefer the plan
of a regular loan, with, of course, political conditions, My idea of veutrali-
zing the Russian financial tutelage would be that His Majesty’s Government
should acquire, by purchasing a sufficient block of shares in the Tmperial
Bank of Persia, a control of that institution which would prevent ever-
present danger of its [? losing]| its British character, and would enable us to ‘
afford financial help to Persia without involving her in trouble with Russia. "
400,000L. would give us such a control with majority of Directors named by |
Crown, and the investment in itself would be good. India might find the
money originally, as secrecy would be essential, and, once position secured,
might be repaid, part or whole, by Parliament. The operation wounld be
analogous to Lord Beaconfield’s purchase of Suez Canal shares, and would g0
a long way to checkmating M. de Witte, without any financial loss or risk
to His Majesty’s Government.
Once we get power of making direct loans we can obtain political Con-
cessions by giving them on exceptionally easy terms, bat our first loan must
not be directly political, or we shall frighten Persian Government.
If your Lordship thinks that this scheme is feasible, the man through i
whom to work it is Mr. Walpole Greenwell, Stockbroker, Birchin Lane, who !
holds a large block of shares, and can arrange it. I believe that he made an
offer last year to M. de Witte, who declined, but he must be sworn to secrecy —
till all is settled. :
If above plan, which I think by far the simplest and most effective, is
considered impracticable, shall I sound Grand Vizier about a lump sum down
in return for some definite engagement ? i
They are very hard up just now, and have borrowed 40,000.. from Imperial
Bank of Persia for urgent needs. : : % ; i {
Seistan affairs are a proof of the power of injuring which this Russian |
control gives. If we could arrange the Caspian Fisheries Loan the situation
would, I feel sure, improve.
(Sent to Viceroy.)

(Extract.) Private telegram from Viceroy to Sir A. Hardinge,
12¢th March 1903.

I do not think Government of India would favour purchase of shares in
Imperial Bank of Persia with Indian money for no quid pro quo except
power of making further Joans in future. 'We could not justify such a use
of Indian funds. If latter are to be employed, we should have to point to
positive and immediate return.

-om the Marquess of Lansdowne to Sir A. Hardinge,
G : 12th March 1903.

/ gram of the 8th instant. : ?
'\lVO: rsltxiz;lrtiaD the view expressed by Viceroy as to pu.rc(llm(s;? of sgm:es h‘iI;
TImperial Bank, and we prefer an arrangement of the k}lll.l : lgﬁuls)se in i
telegram of 7th March. We are sending him a reply w lﬁl will be xiepgg:ade
to you, and we should be glad of your comments upon the proposals

therein,
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From Secretary of State to Viceroy, 13th March 1903.

P.—Conference similar to that described in m g )i
(*onslidered your telegram of Tth on Persian loan pzojgzzzga;z;;flfflfz/:thi(:“'ng
advisable to send following instructions to Sir A. Hartl’inge ;—Thtbl o
return for money payment he should attempt to obtain from Perslian Gov,er:zn
ment exclusive rights (1) throughout the whole area deseribed in your tele rmr;
of 26th February ; if he cannot obtain this he should iry successively ﬁg- (2)
area indicated in your telegram of Tth Mareh ; (3) that indicalé{l in m
telegram of 20th February, by which we should get a valuable security for oug'
money in Western Persia ; and (4) a triangle of territory, including Seistan,
Kerman, and Bunder Abbas, in South-Eastern Persia, so as to render i;
impossible for Russia to construct a railway to Bunder Abbas or any port
east of Bunder Abbas. With our practical possession of Mussendem pro-
montory, the Admirally think that this would obviate any serious danger from
any Russian port in the Persian Guif. It was the opinion of the Conference
that if India, by the payment of 400,000L. or 500,000L., on conditions stated in
my telegram of 20th February, could obtain this and nothing more, she would
be making a good bargain, as it might save her from largely-increased naval
contribution and military expenditure in the future. Please telegraph your
views. Probably Treasury would be willing in event of default to guarantee
a moiety of any deficit of interest that there might possibly be.

From Viceroy, 16th March 1903.

P.—The proposals of your telegram of 13th March respecting Persian
Loan appear to me suitable, except that I hope we may not have to fall
back on third alternative. If Persia objects to grant of monopoly in South-
West Provinces, perhaps we might regard these as protected by pledges
referred to in my telegram of Tth, and ask instead that Persian Government
should allow us to raise, upon strict analogy of the Persian Cossacks, corps
of Bakhtiaris and Lur tribesmen under British officers, as was proposed in
1896 by Sir H. M. Durand. By these means we should be securing our own
interests as well as fortifying the authority of the Persian Government,
thus killing two birds with one stone.

From Sir A. Hardinge to Marquess of Lansdowne,
17th March 1903.

(No. 55.) Your telegram of 12th March. 5 i
Viceroy has repeated to me Secretary of State for India’s telegram of

13th March and Yxis own reply. Chief difficulty to me seems that proposed

payment is in fact a loan from His Majesty’s Government, bearing interest

till an uncertain date, and that Grand Vizier can only accept loans from us

in two ways :—

1. Through Imperial Bank of Persia as nominal lender, which is method
he prefers, because Russians admit that they cannot object to it.

2. Through Indo-European Telegraph Department as a nominal discount
on royalties and receipts due to Persia, but for which other revenues
can be made collateral security.

A direct payment not bearing interest would, no doubt, prove very

attractive to Grand Vizier, but the grant by Persia all at once of the
extensive concessions we should ask in return might so incense Russia as to

S. 19, c
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precipitate an acute crisis here, and it
recommended the more cautious system o
to block fresh political loans and thus ne
control. From the first our loan

is for this reason that T have always
£ using the Imperial Bank of Persia
u'trathsehcﬁ'ects of Russian financial
ro projects have failed f; i
?]n'lbll:ltolu's' _uu% as y]?u have asked for my comments or(xE thi:ol';lte:)tel;jga.nto;
hink this is 1ts weak point ; but I will sound G Vizi i ¢
as I receive definite instructions to do so. il s o

(Repeated to Viceroy.)

From Marquess of Lansdowne to Sir A. Hardinge,
18¢h March 1908,

(No. 26.) Your telegram No. 55.

I do not understand how we could make a loan through Bank of Persia as
lender in view of objections raised in November 1901 to our proposed advance
through Bank. On what do you base your statement that the Russians
admit that they cannot object to it ?

As to scheme described in Viceroy’s telegram, do you believe that Persian
Government can accept from any source other than Russian financial assist-
ance which carries with it payment of interest over a number of years, and
if you do, what form would you suggest that it should take ®

From Sir A. Hardinge to the Marquess of Lansdowne,
19th March 1903.

(No. 86.) Your telegram of yesterday.

Russian objection [in] 1901 was to direct advance by His Majesty’s
Government : whether it was made or not through Imperial Bank of Persia
was not before Russians, but if avowed lender was British Government, they
would doubtless have objected whatever the agency. So longz, however, as
Imperial Bank of Persia is nominal principal they cannot object as they
have grudgingly admitted to Grand Vizier Persia’s right to borrow from that
institution, and she has, in fact, done so since loan contract of 1900 up to
240.0001., and would have borrowed more if Bank’s capital had allowed it.

Thus Grand Vizier asked me in the autumn of 1901 to obtain for him
300,0007. from Bank, and directors at first told your Lordship that they
could provide it, but afterwards failed to do so. Had they succeeded, and
had Russia asked questions as to how, with a capital of 650,000, Bank
could lend Persia 200,0007. in spring and 800,0007. in autumn, Grand Vizier
would have replied that he did not know. He might suspect that we had
helped either by purchasing shares or guaranteeing loan to Bank from other
financiers, but, unless he had official knowledge of this, it would be no
concern of his. :

He cannot deal direct with us or with a foreign Syndicate: he can with
Imperial Bank of Persia, and he is not obliged to know or ask what is
behind it. If, therefore, we could utilise our Bank as the Russians have
done theirs, finance it, and if it is desired to [group omitted?' its permanent
British character, buy shares as suggested by me in it, I believe we could
neutralize Russian loan monopoly, besides saving the Bank itself from
succambing to Russiavs, which would be a great blow to our position
he;i'ith regard to your Lordship’s second question Persia could, I imagine,
borrow from Indo-European Telegraph Department (as she has done from
TIndo-European Company) in the form of discount on future recelpte_mtéh,o
perhaps, other guarantees as collateral security ; and the same ap}l)lhesth
Darcy’s Oil Company. As regards fresh loans it does not matter twfo the
real provider of the funds is, so long as nominal lender is not foreign

Government or financier.
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From Sir A. Hardinge to Marquess of Lansdowne,
19tk March 1903.

(No. 37.)

M. de Witte has granted advance on the Caspian fisheries, ershi
which thus passes for 22 years, and probably for gver, from Sl’n;}l‘lv?g r;{}:llspsi:tf
Government. Being as yet unauthorized to make a counter-offer I could
not prevent this, hut I still beg to urge that we should have a proposal
ready, as I expect relief to Persian treasury will be only temporary. I have
little faith in the financial reform now under discussion. Only condition of
fisheries advance, so far as I know at present, is repayment of 40,000.
Jately borrowed from Imperial Bank of Persia. M. Naus will however, I
suspect, re-borrow it shortly. 3 3

(Sent to India.)

Sir A. Hardinge to the Marquis of Lansdowne,
20th March 1903.

(No. 88.) My immediately preceding telegram.

M. Naus, who stated yesterday that fisheries Agreement was concluded,
informed me confidentially to-day that Russian Bank has not yet received
zlluth.(;rimtion to pay advance, and there is evidently fresh hitch about
details.

Application to Indo-European Company has failed, latter asking excessive
conditions.

(Sent to India.)

From Marquess of Lansdowne to Sir A. Hardinge,
26th March 1903.

(No. 29.) If method suggested in your telegram No. 36 is open fo us we
are quite ready, instead of the scheme suggested in telegram to Viceroy of
13th March, to consider an advance of 500,0007. through the Imperial
Bank, provided that we get a sufficient quid pro quo. 'What we want is to
prevent Russian influence penetrating to south and south-east Persia by
means of roads, railways, telegraphs, control of customs, &e. How much
of this, in your judgment, can we buy for the money ? If 500,000L. is not
enough, we are prepared to consider a larger sum. For reasons already
telegraphed, we are, as at present advised, not prepared to buy the Bank
shares ; but can you suggest any efficient means for preventing our security
from passing into foreign hands ? ? :

It has been suggested that this object might perhaps be achieved if
securities given to Bank by Persiun Government were deposited in the
Legation. : X

Please reply to this without delay as fully as possible, as there is to be a
meeting of the Committee to discuss it early on Saturday.

From Marquess of Lansdowne to Sir A. Hardinge,
28th March 1903.

(No. 30.) Your plan for a loan of 200,000L or 300,000 through Bank

of Persia on drafts payable from customs of southern ports is not as effective
as our scheme, since it will be open to Russians to pay off drafts as they

i fall due, with the result that Persia will be more than ever under Russian
financial tutelage.

S. 19 P !
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] Moreovex:, if a British advance through a British-Persian Bank is not a
oan by British Government, a Russian advan

f 1 ce through a Russo-Persian
Bank would not be a loan by Russian Government, and ?t might be main-
(-]

tained that a Russo-Persian Bank (which might easily be formed) could

hqld drafts on southern customs without violatine Persian Agreement
with us 3 i :

. Still, if you are perfectly clear from your local kno
is impracticable, and if arrangements can be made for securing advance
now contemplated by you, and for preventing future advance on security
of southern ports to any other institution, as well as to any other Govern-
)(me’ }\]‘v are prepared to recommend plan to Indian Government and Indian
Jouncil.

(Repeat to India.)

wledge that our plan

From Sir A, Hardinge to the Marquess of Lansdowne,
28th March 1903.

(No. 42.) Your telegram No. 29.

It is difficult to say off-hand what conditions could be obtained, but no
doubt we could get more for a payment than for a regular loan by Bank.

I sounded Grand Vizier, as though from myself, as to former solution,
but he answered very guardedly, that he could express no opinion till he
had a definite proposal before him, and, in absence of precise instructions, I
shrank from saying more.

As your Lordship knows, I have always been in favour of beginning by a
small advance by Bank, say 200,000/ or 300,000/, without political
conditions, effect of which would simply be to prevent further loan from
Russia, to get hold of entire southern custom-houses, and to strengthen
position of English Bank.

I would then, a little later, when our position was stronger, ask for some
more formal guarautee about southern roads and railways, as suggested by
India, intimating that if this were given, a larger loan or payment on very
easy terms might be given.

We must get Persia a little more into our debt and under our influence
before we can negotiate for substantial gains insisted on by Viceroy; other-
wise we shall simply repeat mistakes of previous years, and miss our end by
over-shooting the mark. The situation 1s one of great delicacy, which can
only be dealt with, as it was by Russia in 1900, by very patient methods at
first.

Can your Lordship tell me why His Majesty’s Government object to my t
proposed purchase of Bank shares; this would render Imperial Bank of
Persia, which is our principal political lever here, indestructible as a British
institution, and place us at once on same level as Russia? Its disappearance
is a constant danger. : iR

I think if loan is made through it as nominal [? group omitted] principal
plan of placing securities in Legation or so ea\:-mark'lng our loan as to
prevent its passing into foreign bands quite feasible. There are, however,
details of which Persian Government must know nothing. :

Caspian fisheries advance is_still unconcluded, Russian Minister promises
it, but M. de Witte hangs back in hope of getting Persia deeper into
del};té T hear privately from Mr. Hardinge that Bank would take it up if
asked to, I have told Grand Vizier that I have reason to believe this

would be the case.
(Sent to India.)
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From Marquess of Lansdowne to Sir A. Hardinge,
28th March 1903.

(No. 31 Secret.) Your telegram No. 42.

The following objections have been mentioned in different quarters to
proposal to purchase Bank shares :—

1. Bank is said to be concerned in transactions which, from an English
point of view, would be regarded as usurious and somewhat shady. ¥

2. If such transactions were discontinued shareholders’ profit would be
largely diminished, and they would have a grievance.

3. Result of confidential inquiries is to show that it would be extremely
difficult to secure a large number of shares. Price of shares would certainly
rise if it became known that British Government was a buyer.

4. Prospect of the Imperial Bank being wound up is said to be remote.
lljpml what do you base your statement that its disappearance is 2 constant
danger r

As under the Charter majority of the Directors must be British subjects,
we are fairly protected from predominance of foreign interests.

If, on the other hand, the Government acquire the right of nominating a
majority of the Directors, the Government would become responsible for the
management of the Bank both towards the shareholders and to Parliament.

(Repeat to India.)

From Sir A. Hardinge to Marquess of Lansdowne,
28th March 1903.

(No. 43. Secret.) Russian Government have consented to make Caspian ™
Fisheries Loan, but on conditions which Persian Government is unwilling -
to accept, and which are, therefore, I suspect, political, since the Russian
bank's financial terms are usually better than those of Imperial Bank of
Persia. M. Naus has to-day applied to Imperial Bank of Persia for an
advance from 200,000, to 800,000 (latter preferred), which can only be
effected if the money is provided or some sort of guarantee given by His
Majesty’s Government. Grand Vizier has sent to ask your Lordship’s
assistance, and to beg you, on occasion of this first operation, to make no
political conditions which may alarm or be misunde.rstood by Shah, and so
upset arrangement. I venture strongly to urge this opportunity should
not be lost ; if we haggle, and the thing falls through, it may not recur
again.

bl(:\]}il]ity and secrecy are essential, Caspian fisheries by themselves
cannot be regarded as a sufficient security, since it is in the power of Russia
to diminish their value by higher duties under new tariff. The southern
customs must therefore be made a collateral, and it would probably be more
advantageous in view of our interests in the south that they should become
the main security. Interest would have to be at L.m.don rates, :}nd shoul_d 1
not exceed 4 to 5 per cent., including agent’s commission. I believe that if
His Majesty’s Government will assist this transaction, it may be first step
to recovery of our political position here, and pave way for all the other
concessions you desire. But it is essential that it should be in form of a
business and not of a political transaction, and that Tmperial Bank of Persia
should be nominal principal, though precaution suggested in your telegram
No. 29 might be adopted. . :

(Addressed to Foreign, Simla. Repeated to Foreign, with Viceroy.)
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From Sir A. Hardinge to the Marquess of Lansdowne,
30th March 1903.

(No. 14..) Your telegram No.

There is not, properly speaking, such a thing as a draft upon the Southern
Clustnn:_«. Local Custom-houses pay their receipts into the Imperial Bank
of Persia in the south and into Russian Baunk in north, and these credit
}’er.xiun Government to their amount, that Government making payment of
interest to each Bank out of those funds. =

Southern Customs would be the security proposed, as the northern are of
the Russian loan, and it should be stipulated in case of repayment of capital
or payments of interest falling in arrears that the advance should be the first
charge upon these Custom-houses.

The Persian Government are precluded from pledging the Southern
Custom-houses or placing them under foreign control, but there is nothing
to prevent their giving a draft on them to anyone they like. The above
pledge would, however, be greatly strengthened by the operation I propose.
I have not yet discussed with M. Naus the guarantees to be desired against
the reimbursement which I personally think remote, as Persia’s total debt to
English Bank will then be 500,000/, but I can do so as soon as I am
authorized to treat with entire question.

(Sent to India.)

30.

From the Marquess of Lansdowne to Sir A. Hardinge,
30th March 1903.

(No. 32.) Your telegrams Nos. 43 and 44 of 28th and 30th March seem in
general harmony with proposal in our No. 30, of 28th March, and as we
understand your present proposal, it would provide effectually for fulfilment
of our conditions. We are, however, doubtful as to there being any advantage
in requiring security of Caspian fisheries. This seems to be needlessly
provocative of Russia. We wish her to leave us alone in the south, and are
prepared to leave her alone in the north. We attach great importance to
guarantees againsi reimbursement.

(Repeated to India.)

From Secretary of State to Viceroy, 30th March 1903.

P.--Foreign Office telegram, No. 30 of 28th March, to Sir A. Hardinge,
regarding loan to Persia, crossed his telegram No. 43 of same date, .whwh
seems to strengthen necessity of some such policy as is .ezz{/yz'slfd in the
Foreign Office telegram, and renders it more than ever desirable that our
action should be rapid. The matter seems of great importance, and the
earliest possible expression of your views is desired, n'*z'/h a view to which T
repeat to you Lord Lansdowne's reply to Sir A. Hardinge :—* There appears
to be general harmony between your telegrams Nos. 48 and 44 of 28th and
30th March and my telegram No. 30 of 30th, and your present proposal, as
we understand it, would provide for effectual fulfilment of our conditions.
We attach great importance to guarantees against {'eimbm'amnmz/. I{'r'g/m-rlz',/y
Caspian fisheries we are doubtful whether there is any advantage in asking
Sor this security, which seems to be needlessly provocative of Russia. We
are prepared to leave her alone in the North, while we wish to be left alone

in the South”
/
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From Viceroy, 1st April 1903.

Persian Loan. Your telegram of 30th March. Latest proposal appears
to be that Indian Funds should be advanced to Persia for no political return
whatsoever, but solely in expectation of securing bigger loan with possible
quid pro quo later on. We have all along contended that, to justify exclu-
sive loan from Indian revenues, we must be able to point to material
protection (?) of Indian interests; this condition is absent from the proposed
transaction. We therefore think that, if loan is to be made on terms now
suggested, it should be shared by His Majesty’s Government with ourselves,
vide our telegram of 9th February. Opportunity seems to be exact replica
of that which His Majesty’s Government has always regretted having missed
in 1900, with difference that Indian Government is now prepared to share
responsibility. <
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