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&,~y Ol' ."TBJ$? U6ETn!C OJf tlliD&R 
Si!:CRJT.'Jt{ CL:,YTOl! ,\liD J~:.:BkSSADOR 
~a'l'H BIUTrS!i CPJUJI.<:T l.!EJ.!Bl!!RS . 

Mr . Bevin 

The onronic troubles ot EUrope are interwoven witi> 
politics and our dollar problem really comes from EurOpe. 
:::.tr ope can contribut s llllttel"ially to t he solut ion but 
Britai n wi th an ~pire is on a different basis . 

I a~ loo~ng ter some temporary interim solution 
t o enabl e tne U.K. to play its purt . ~he ~ - ~- ~ollar 
problem is seen in Balkan countries as wall aa in t he 
U. K. a nd al l we try to do or say in Jur ope is conditioned 
by our own reaouroos . 

I went aboad on the Marshall Plan without asking 
questions and I f eel tha t it is the qui ckest way to 
break down ;;be i r on curtain. !Jy recent experience in 

. Franco shows that I!'J.ss1a ca•lnot holu i~s eatelli~as 
against tbe attrac tion o1" fund~ental holp to11ard 
economic revival in 3urope. I f the O.K. in playing i~s 
part in t nis progre.m sboul<! encount.er snags we would <it­
~1re and hope that the u. s. oan put the U.K. in posi, lon ' 
to go ahead. oe really ask to be in .ne position whiob 
we held in 1923- 24 in economic reconstruction aft er the 
last war. I woul d 1mpress upon e·1eryone ·the importance 
ot quick action it anything is to be ~one . 

I eJ> worried nbout the loa11 and for practically 
all or my plane ~(r . Dalton puts in a caveat as r esards 
our resources. Th.a rise in prioe a has t b1·ovm u.s a yea,r 
out and tbe U. K. pOsition coapelled Jll9 at looscov; to 
dra•.'l in my horns . For that reason :;: could not SU.I)port 
Secretar y J;;aral>all to the extent I <!esired and I Lbink 
it would pay the U.s . end the world for the u .s . and 
the U.K. to eetablish a tin~ncie.l partnership. 

'l'be first E'.aopee.n need is tor rood . }78 need a 
bett er pi peli ne. an<\ a securi ty o1' rations . I need oix , 
or eie;ht weeks stockpile o~ grain to g uarontu a ration 
of 1800 calor ies 'to 191.9 (yt•oaUf.lllbly re1'arring to Oernany . ) 

l!lr • DtU. ton 

Reviewed the financial position and found rapid 
worsening at their position in the last six months . 
';.'be rate of drawings upon the 10110 !tns r ieen rapi<lly 
and this loan (which they had expected would carr y 
Britn1n throusn the •d1rt!oult" period) would be ex­
boustlld at t ho end, or the year . 
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In socertsining WQy this had happened be men­
tioned wbolasele p~ices up by 40 per oent . This bed 
in atrect reduced tbe value of ~be loan'by $1 billion. 
Secondly, Canada end -~gentina bad donanded dollars to 
a r&»14ly increasing extent in payoent tor ~itain•s 
imports from those countries an~ third, this action 
revealed a dollar short~ge t hroughout tbe world which 
was 1'unduentnl to dif'ticulties raced. by Brltain . 
The rotil reason for the di1'ficulties IVBS the slow 
rato ot world recovery includine; rooover:r in the 
J'ar :S:as t o.nd In<ionesia wh i ch wet·e i mportant tc the 
UnHeli Kingdom . The world problem bad an impact re­
quiring vary urgent action. 

In tllcir own fiel d they might takG d o1'onshe 
act ion by cutting U . x . imports but this would start 
o oirole or restrictionisa> ·t~hicb shoulO be avoided. 
Sir :,t<U'1'ord Cr1p.;>s interj ected that the U. l>. . hc<i -. 
enoountere« incr easing diftioultioa in eernill(l foreign r ,.)" 
exohnngo, oent~oning iaport halU>icaps in Latin )Jnerica ,.., 
end recent cancellations or u.s: contracts ror example · 
tor linen and hosiery. ~~ese troubles arose from a 
dollar shortage e.J.l over ~he world.. 

~lr . Clayton said !4r. Bev 1o' s speed in actir.g after 
the Secretary's speec~ createo a nigAly tovorable ~­
pression in tbe United States. In the u.s . viewpoint, 
no rur t ber piecemeal assistance was :oaaible for Europe. 
The ;p robl<llt. must be d ealt w1cn a• o. whole . Italy might 
today be in t he worst _position o:r lUropean countries ·cu t 
solution of I t alian problems must ll'o'l0.1 t o proe raJll for 
tho whole pr oblem. Thus s_poca •;;os ceeent1d . 

lJr. Clayton refet·re/J. to all oponi ne :remet·Js. by }.:r . 
Bevin to tbe e:!'foct thot the U. 7.. W<l,ll~&d to be o 
J>llrtner in the .::u:ropean :i?lun o.nd 11' 1 t could not be 
equipped 1'1nenoinlly to carr:• ouu sue h n partnership 
ita r~lot1ona 1\itll tlle u.::. . wou:~ become sonewllet 
e1£l!.lar to relntionsbip between tl1e • • I) .... ~. R. a::1d Yueo­
slovio . Lr . c:a;rton cou;.d :~ot neo be>, tlte t:.ii:. could 
fiod 1 taelr in a "lugos: cvn posi t.iOn . a .. O ;..skod how the 
U. - · ,probltW wo;s Oiffereot. f.rOI:L o~hor ;uropea.n ct\unt:ries . 

. .x. Cle~·to:1 referreci tc tr1e pnr.or .eHvereo at 
j86hin6tO.:l rece.rdi~ the .., • l• · tinoncit\l t..L.t. traoine; f:OSi ­
tion and uoderstoOQ c~e ~ifriculties . AO tor rt~ssia's 
.;;e.~ttllHe& 1n _,;asterr: ;:urope he <io•thtoa 1·1th 1.r. Eevilt 
1\iletile:t: the l: . S . S . R. could llolc or iQProve 1ts ;)Osit.:.cn 
tMt·e , because those countries would bo oo1Upelled rcr 
a long tiaa to trade' ac •ively t~1tll the rest . 

I 
Mr . Clayton -reitel'ated :: hot he wa.& unnblo t o viS1.tal­

izo the Ad.tr.ini n1;r4t i on going t o Coneros• regarding new 
prol>osuls f or any ona count ry and he f •1l t that a Euro­
po~tn pl11n mus1; be worked cut . In this, :Jr. Bavin•s 
continued leadel'ship wo uld be Vlelcomod. 

: .. T . ~av1n 

Srh-~~· l.iscussicn in<iicctod tno.t Hov1:. ie ;,e>st 
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nn.xious ;.or ao:.e i.nterin. l'i;t. 'lOic1!. !..::'"l't.fi._;CJ ~ r ·ra». 
the ~J . Q . to at.op a bac:-t- b!.t!.n. o: .kl,_ "~roi ·1. l rr:d .. rs 
"'klVes by- r.oor.le at hone r:ho \u!re vlncted t:y t.ti' irlt.~sh 
filtb.lCittl V081 tion . ::e eon&!.dereO the :J , .. ~. . ,roc.lnotion 
tr.C recovery recor d s:.nee the wo:: ce a eooo. ona. ;:r . 
Clry~an £>r.Uon.oc~ •bbt !lot ll cr Lho t' nanclol d~rT1-
eu~:1ee \Jere Que tc ~ho; t. .s . !•l·lee T'tse . ·..::. DV:"'ln 
aald :t.e "clr~:lo" oust be '!)ro~en . n.:;an• t sooo tKror­
&ry s.rronc ... ent r.nnL'lo!;. ;:o 1947 ond ' 48 ~e t<Orkod o'.lt? 
Give a.e 5 .W.l~1on to:1s ot ,:rcih ttnd I •11ll broCIJ< the 
'>roouHion probleo: i n G-err.ll>.nlf " . 

:1r . Dnleon i llt orjac t c<l 11i th ruter~no o to Ill: . Clay­
t on • ~ ',ll&Sti Oll t ha t one (]iff &l'AOOO bOtVICOO tne v.:(. 
end othur .:uropoan co·.mtriea woo that the ·J .. , . l a !Jelp -
1ng 1n 3e~ony . ~ . Sevi n, revert ing to food, eaid the 
u . ~ . o:.. . k . >JU flush wit!! cercol!o ond he weo tr;-1ns to 
ee~ .:;rail. rro:n the<L. ?ola.,<l ..... ln NlltiM:e , on the 
genel"al _.·,ropeaJI ;>lar. Le te~ iL Aind det~liu .. 11l~b :reed, 
cool, noel oto . in .!)!'.:'allel col=ns to a !low reo;uir e­
"011ta o1' 1r,d1vi<lu..U ccu.ntrlet . I:ut t.e needee aoue 
1\Soure.nce Ot' COntinui~;,- 01' S"Jppl~• ln l9~7-~--porhaps -' 
1~49--wbich ho called ·~.o Gcepe:aLe years• . 

~1r •. ~at'torc. cri p;>s 1nterjeotad tr.at internal 
aeaaure.a opo!i t.o t.ha t: . :{. cou!e not ma!o..e core t:u1.n 
s!x wee.~; a altl'el"Qncc i c tte ex.Juust.ioc. cf' crl t: r1h re­
aouroes aoc.. Uso ex-oressed :•·<~~~ o .... inion t3r.t. t. ,ere we.s 
" <lltt'eror.c< botl>eoo t:.e . ... ,a ot:~er Ulropur. oow:­
&r1ea b:.rcoi.aae o.C l . .. : . tt'tt<in t.! th non-.:u.roJH,llU ooor.tr!.es . 

:::.· . l!cvln e .. i,. t hat. !f l• .... '""" oonsJ.oal'U'I just 
FJno char •;uropoo.u country t h! o \,ould f'1 t. in '' 1 t h t~us s ian 
St ro teey , nt,li'+:Gly , that t he '-' · U• \JOuld 01100UJt tO.l' U SlUnltJ 
and \':ould wi t hUl.'Q\', t roc :.;uropo, ~ iln 'l d { . woulO be help­
l eBO o.no:l out ot' do~era bnd roA rr.oroly anothor \o.tropea.n 
oountJ.•y t.he :d.!J.Cicns, in c oa.nttncl of the ContiJ~ont, 
cou:.<l denl ,,j tb uritain 1n duo course. .:.~oak1n., o~ 
tooc, t...Je fl'1r e j :iniste:- c:cntionod. t:tet ::.r! tein h4d. 
to ~ttt .~otralie.n su?::lla~ ~o to : .... ulc t.o uvola flt.ar­
""tion ecc cot"&~roplla :-or r.!j.ot lri t., 1n held poli tic:E:.l 
l'418,90n~1o!~1ty ar ... u eioile.r co1.n1d ~r~tious •'1lrl1e4,1L 
parts or .~rico . 

Lr. Dcurl"" 

~. e .n G~kt:orre:farru~ t.o .i ... ure' reco:::.vod :r:o.:a 
tAO .:Te~~r~ e:. Ju c.s .. ~ .-.:...et.l"dr t .. ,l ttraw-~0\J!'l ot tt1~ ~oen 
in ~r.e ne>:L slx .oc:n.ao ~o-, ...... ~ 111 ra:l!.d e.tt 1•. L.1o :·! .. rat 
alx . .ontna 01' lS47 · IIa ""'ntic>neG tt.ut , . ..rt cr U:e re­
ce&t drtt1 n a a a 1 01 .. the :·urpoeo ot' reple:ti•hi•w ~toe if& 
\tt1oa lutd been ruL tco\\L in '=.ne !'1.t•!ft S}tUrt of t. . .-. ... 
eOO/\CIU1C reV\Vt1l <fnd dlSO tlol> ~ Uriti811 p\ll.' Oi\l\00 Ot 
t;;hJ.ps v.o.c. u non- J·e cUl'l'11tr., !.t em. .l' tor momo.ntat·y thought 
l:r •• ;&lton M i ll ho we.s no t lloputul o:r 1mpt'<Wilii10ilt . He 
Ut>ree<l t ho t TOJ:Il onis runen& o1· stool<a emd slllp Jllll'Ohese 
W.,Jllt not roour b"Jt rsplP.ni&llo.'IOJit ,,oulu corr y ever a 
twolYe-.-,or.th ,..er10<1. Contr to tt ..... a "ore the cost or 
cor.7ert1b111&y (sea below) $bcu: ~u1ch tbe Jrltieb uad 
er;_'Ue<l. at .• aA,Unct.on, t!le dollDl" coat or wh!.oa .,. co""ld 
not- oeti..aete . or..;t1scri:lin!!.t1or ln Uport.• "QI lllao 
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.. en~1oned . :.:r. Bevin in~erjectod tbe:< oonvert1'o11Hy / 
o.n:i nonQi:;crimination obl1satione upon the u. ;<. hnd 
i n hi s opini on been dated t l1ree years t oo a ocn . Sir 
Staf f"ox-cl Cripps :t\onti oned that the iT export estir.tatos 
Jllight prove high lllld recent closing ot ru~rkets raises 
the question that oven ~hough the British could aako 
the sooes they misht not be able to sell thea. In re­
aponso to Mr . Clayton ' s q_ue s ti on he sai d he t hought 
J.rgentine marketing difticul t i es repr esented hit-or­
aass measures by :.:ir,ndo of the .ll"aentine <oovernrt.ent . 

llr . Cla7ton then osked pointedly •:; hy :.:r . Dalton 
had not come earlier wit h t he se troubl es no t i ng tho.t 
ConEl'ass would adjourn Jul y 26 and exceptional casoe 
for relief t~om governmontel commitoents might be 
di~ficult to handle at th13 s ession. =• would not 
prophesy inabi lity to handle eases in this congress 
bu t wond.ored why the Br itish autl•orl.t i es hod not tako n 
up t;,e problem when it fh·at arose . T:he British response 
was that Canada and ;s gentina demands for dollars caused 
muet ot tbe trouble and this bed arisen rapidly and some­
wba t sur~ept i tiously . 

1£r . Dal ton, in r e f erring 'tO oonv et·t 11:l1li ty of a•er­
l1ng lttlde it cleer be we.s not asking for or suggesting 
any chense i>l tbie C<>"'-~lit.me:\t under tile ll'inenc1ol i.s;ree­
m.ent . l~oreover 1 he pointed cut t~at !."eij&rdless ot t!te 
terms ot the I'1nano i a l l.r,reement l1 lar ge ~art of t llo 
dif f i cu l ti e s now facing tlH> Br itish woul d ht~.V C arisen 
anyway. 

lfr . Clayton 

Jloterri ng to t!.r . Bov1n ' s naad of f ood , Mr . Clayton 
sa1a that f ood up till now we s a question o1' produc~icn 
ana not money, nctine chat &he 15 million ton export of 
u.s. o~reRl s was a vast etror t an~ reached' obout ~ho 
maxi mUlO. whi ch trans pol'~ ond trone1 t. :faci l ities would 
o.llovl . Hu egr ee<J. t he 1:, $ . was wol l f ed Wld )>o.Ssi bly 
wa s teful of f ood but tMs d i d. not indi cate unw1lline­
ness to share witb other& since the t r nLsit probl~ 
'11«S eho bottleneck . :;e c..iC. n.ot ht:~te t2.e boxcal'S, ter­
min~ls , port ~anilitie s , o tc . and could not orea to tte~ 
over -night . Pe~haps ono ..Ulli on o•or" t ons of cora•ll s 
could bo eo~ ten out b.;t there wee a limit . . ,. . r.ovl u 
observed that in ccntrest to Gill! .... cper .. t1one the 
hUthor1t1cs could concentrate necG.$ cf food be"!"ter at 
present Olld could avoi6 ·,:~st e in ..,.\trope . 

ltr . 5ev:t..'l 8pok~ c!' GIJ:rma:t a'f!\3irs , :ncntioning re­
cent cor~vcrsations ,.t;i !h Oene!"al .obertson ~!'tci diff1-
oult1ea in too.r1C"illt. out ploos Oeca.usc of t .~ . ::.ud;-flt.er:.r 
l.1a1te.~1on.s . "In ot\r pl,tui.c , ·nill v;e btf belci up b:l 
c._pprop:t'1ations•l" 11Cl ay ood F.obf:lr\i~on ae~o1 forever 
tied by appro?riu. t i on t;.uostic :ts" . 1:r . Cl:.wton anid 
tnot ~'!' oours.s 8!"J>ro;r.riatio:l.S "Jere a 11:"liti~ i"t?cto.r 
in o:u- tonr. of co,•srattent ·:.~:ue ::t6 would look intc the 
dif'1'1oul~y . 



Ll" . Clt,yl..on roitel'Rte6. that t:1e i,.l •• ~ • .r:~f> ~ pu1•tner 
i n tho l:tl:r3tal l ~1·o.:;r~Hl l'U t her L.Jh'n a p;,:t,l't 01 ... ur opl;l , 
· .. i tll .!!peoial osolsttwce to t.he t; .J:. par1;ner · .. ot.:.ld 
viclata t .oa !)rincipl& that no piecooeal cp;>roecil to the " 
__;'.ll'OlHlOII prob~ett. \'.oulo be -.muer~c . .;"!n. ~.e &!d~ t hat i n 
the .; • ::.. . even a non- piooouafll AP,i>l'O&<.~f~ •:,oulc Oe Mrd · 
~0 :ell to tite r ' E) . public v nd. COf\!z!l'CSS aile iHl t'r&ld\ly .... 
onu no .!'OSsi bU1ty of Lt\erim .::.:-re.nre!:tent.s t·or the t: . :< . 
~s I·8l't or tile lUl"'!l'""' E.) .l'l"OCCI • l..t tH6 p::in~ I 
thout;•lt 3ir .:.~c:rror<t Cripps re.i"e' t•·;o pointe in tt.e 
lius.ncit~,l . ..g:-e-omesn;. , ntlfilel~' , cor~verti~')1).1 ty and c.nn­
d1scriml.Jlat1cn ill i mporta which ..U0.ht bo lcot:ad into 
es som a relief to t~e Ertt1ah dollcr ;>roblorr. . ill" . O:.t!lt er 
i s no~ qui ~<> sure if ttis t:ae spocitically re1sed by 
Cri i'J'S ) • 

• Lt thin point :.:r . ClE'.:;ton r a 18e<i. t he ~· ir$t o'f his 
cri t1ci!'JJJls o:f" t.hc t,. . ~c., 11.(1Jlio l y . t.hc ir :r.twC..l1ne of tt.e 
1Uhr cool .)l"Oble.a. :-_e F l.e.o tbet) rei sea t:1o GUeetion o'£ 
u.:.:. 5¢~1on regal'dlns :eets.a.res in Jap.an. bot h ot l'tl:ieh 
bao. been covered. s~;.aret6l3~ . 

~~o suoaa.rize , r r. Clayton doecrib od the idea l).te­
eeat:et. by i>ee.ratory 1-:~rahc::...l as invo:vir.,e q .really big 
rro"cle:o. T:oe :r .s . . ~ciml.nie trat!.on >1\I.Di.ed ictcrution 
f rom ull or the intere~tea ~t\ropenn countries as to v 
why recovery i n :.~uropa h.o.d been so slov.•, wha t E'!u~ope 
could do to help it&el l', and hm·• lone it lrlE;llt take, 
with a mi~U» of aes i stonce ~ron the United 5~ato& 
tor ~rope to ee~ beck on its ann teet . 

1!-"0llowing vicms on J:oason~:~ :r.or el ow .recovery a nd 
rerr.ed1al aea s\U'OS, we wculd need ini'or••ation ree;o.rding 
tood requ.i:-etr:.ent.8, tuel requiremc.nts a.nd other enere ency 
essentials . 

P.rime l·U.ni&ter, r e1'erl•ing t o Mr . Cla.y1~on t s remar k 
on social1o;ation, s aid that new aoc1al!.at structu1•ea 
·ner e created as alternat ives to a~ruct.uree created by 
the llezis wbich eyo<iiceteiJ could not be alla-r.ed to re­
aowree nnd i:' t hey d i d would cause fears tn neighboring 
c ountries . 1<!:1'. Bevin t hought th e trouble i n Germany 
otemmed from unao t t led lovel- ct- 1ndustry ~uestione 
on6 mentioned oontrcve~sy of whether ~eraan ~teel »ro~ 
duction was to be ll ~lion <one or so~e other tisure . 
He e l so <hlprecat~d Oi smantlill8 ot :;err.w':'l industr y and 
asked that Clay s et t l.e thi$ question so tho Germane 
will know where titcy Sti!Jld, expr•euing willingnees to 
fight out "ith tbe 7renoh IUl:f US-OK egreen;ents which 
were not peleteble~ Besides level -o.f 1ndua~y pro­
blems, be thought t3e Potsdan Agree~ent, forced on 
him 1n his f i rst day ot office, left rouo h to be deo1rod . 
Syndicates in GerlllOny warG a war p otentisl. and could 110t 
be put back . In general , l \:" ." Bevin thouS)lt u.s . and 
11. «. . plans for Cormany >Jere not ta.r a;:ert . l.!r. Cl.A}-ton • 
said he woul~ look into the levol-of- 1ncuetry problem 
in Gel;'l'na,ny . 

/On tho 
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Oil ~be point o~ :;e,.lln •"M8e.:lt!D~, tbe Alrbassedor 
exproaeed bls .;>ersonel rt .... tba~ part or ~n· protle:o 
"1n#·ed en the :;uestion ot clot .ur.s aanat:era o~ tbe in­
dustrial operations with enoU8~ authorltr to cet pro­
d~et1on &Qing. He also belie•ed t~t the lack cr a 
currencr in Geror.any •hlch Ccat40Ge4 public eont1de:'lce 
waa e root ditriculty, decreasing 1Dcent1Yaa, clvert­
lng rasouroea, cresti~ oleck car&eto &nd chicanery. 
(There ~•• eeneral agre~ent tbat tho lack or confi­
dence in currency was ~ prob.e«. which opnlled over 
all ;:uropo). Mr . Bevin asreed on tho ourr oncy •Iues ­
tlon o.nCI .11ent ioned hi s t hought that the currency !'or 
tho non-l!ullSlan zones could b o linkod with tbe l•'rench 
t l'ono, tho Belgion !'ranc and tho llut ch (!;Uilder. He 
ref<>r.rod to conl'usion or author1t.Y' i n oolll OIJ0rat1ons 
and sda J\e was t rying to get ~ll.ia aL:r-6i(lhtenod out. 
'!he proposal. of Clay tor a sine,l& truatoo bo thought 
would not work. 
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