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Peterson wa.s delayed i n t r affic and entr~· a t the meet !.ne, 
and at the time of his arrival Mr . De.l t on was speaking about 
the cost of tM British Armed Forces Ylhich were being used to 
help t he united States i n the control of Germany . 

trr . Dal t on r eferr ed t o r ubber from which dollar earn i ngs 
were falling r apidly . I t was t he best do l lar earner snong 
colonial ex;>orts and the break in p rices t o 31 1/8 Strai ts 
settlement cents (a re~~ction of one-th i rd or one - f ourth) was 
serious. I t was caus ed by US pol icy regardi:1.g syn thetic rub- ·· 
'ber, which und er mixing r egula tions requ1 red cona~;.mer~ t o u3e 
synt het ic production of ',\'hich no w approximated 500,000 t on s 
annually. This repx•esent ad state intervention o f a protection 
character. The Ba t t Report pr oposed 250 , 000 t on!l o r" s ynthetic, 
and if t his v1as made operat i ve the resu. l ting additiona l market 
for 250,000 t ons of natur al r ubber •;ould mean ~100 nUll ion to 
rubber exporters, most of whom were in the UK ar es. , }.tr. Dalt on 
knew tha t this ma tr.c.r ·nas com:tn.g before t ha rubb~r .s tud..,. ?,.r oup 
at Par is s hor t l y. • · 

Re ferril"_g to l4·r. !>a l ton's re fer ence t o e:xpen~e f or bi ­
zonal .e.rrs.ll{ierr.ents, Mr . Cle.yton qtestioned. the assertion tha t 
t h e u:< we...s pu t ting up money t ·o help us occupy Europe". I t 
was a join t occupation and t he BritisO wero not in n position 
of helping us, but in t bis general respect he r ecogftized th~ 
differ9oCe in t be UK posit ion ver.sus Con t inental European 
countries . 

A$ for rubber, the War Department insisted on mixing re ­
quirement s in the production of f inished art ic l es, ma inly t i rea . 
The y had been unable tO f i gure out a:ry_y other method o f keeping 
s ynt b.etic plants going. Th ei r pres ent capaci t y ;·1s.s over a 
mi llion tons a onually and popul ar demand was t hat one- quarter 
be kept a..s goin_~ conce r ns in easA of troub l e . We were caugh t 
in a bad £1x i n tha l8st wtLr and woul d not s oon forge t tho 
di.f;f1eul tie::~. We 1te-re trying t o fine~ a way o f ke<1ping syn­
thetic plants going other than by the mi xinf. lm'( but snbs1di­
za.t1on was not f ea-sibl e . (Dalton interjected that peopl e 
prefer nstura.l Fubber , and r eceived an aff1 rms.t1 va r eply) . 
N.. .... Clayton t hen reiterated t ba.t subsidizati on was not s. prac ­

. t ::!. cabl e approach , bec&.u-a,&' while a subsidization v.o u l d produc e 
synthet i c rubber, 1t '~0nl~not f orce peopl $ to u se it. I t was 
intended to get synt het ic producti on down frotr, 500 ,000 ton a 
t o 250,000 t ons and the Department want ed the new law l imited 
to two years. Re believed synthetic pr oduct ion v1ould be brought 
down t o 250,000 tons and on tha1; be.sis thought thE! l)S would be· 
bacl< to i ts pr ewar importations of natural rubber. In r f}s ponse 
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to a request for 8S9urance that tile US woul<.\ 30on t:-e resutr.~1ng 
rubb~~ i mports, Mr . Cl ayton said thA purchn~e of r ubber had 
been released from government control and private buyers ;H>I't:t 
doing the importing . .M.r . !>alton er:tpha s ited tha~ l'ubber was a 
sore point and Cripps o.a1-:ed i f we could encourage peopla to 
como !.nto the mo.rket ea.rly, to which Mr. Cla:yton rQp l ied t be t 
s:Lnce pr1ve.te people \<rere now doing the impor•tlng, it would 
be diffic.ul t for the Gover n."l)en t to do a.nything a·oout the mat­
ter. 

Mr. Be,;in so.id the rubber problem it~~.pin~ed upon UK treat­
):tent of ne. ti ves . 'Ia th pri ces t ot" .such i nd igenou-s produc t s 
falling t hel'e was trouble to augmen t that whi ch already ex­
isted on a low r a t i on of four to f ive ounces of 1"1¢& dail y .. 
ne sa:1.d t hi.s was e !'undamental consider a tion and had political 
implications. 'f'he UK wes on u razo:r edgA 1o Male.ya tt.nd we 
should avoid making a gift t o our 11mutua.l friends". He spoke 
of the Sri tish Special Cotunisaionor r s wc1•k 1n Sou th-Ee.s t Asia 
( tord Killern) and the report s froT'J Ual colm V.a.cDonald in Singa­
pore . Bevin sa id t h a Com.'t.uni at movemen t was 11go1ng" in In­
dorleSi a, agents pouring in and this development was on top of 
other difficulties i n Sou th- Eo.at Asia . He a.::~ ked 1£ us rulfoer 
bu.;;ers could be :thown the wisdonl o f the bnaic price .. 

Nr. Clayton ·.-.·ould look into .t his but thought it would in- / 
volve e.n agreement among 1)uyers in conflict wit!:i our basic 
laws (anti- trus t ) but Bevin said so~ething s imilar had beoo 
don& wi th tin in which the US had cooperated , or At le-ast abicicd 
by an. agreement. Bevin s aid the tin people did not Sr"'LO..r::ll)la but 
sa•,.; o.dvant~ge3 in e. ste~:.dJ' s.od ate.bl<~ lcve:l for t in. Bevi n 
fa.vored stab i l ity ln prices o.r fundar.tentully impor tant cormnod.-
1t1es aa a principle and augp;EI!ite<l on rubbeJ~ a pr:l.\·Ate ag:r•ee­
ment might be wol•ked up . l.lr. Clayt on reiterated t hat US policy 
was to get Q\l&y from government pu; ·chaae. Ho'lle ver, he would 
ta.ke up t be QL\estion of rubber at hor.to, particularly (l) the vt 

shift to 250 , 000 tona and (2) ''lou l d look i nto rr.e.rket fo.ctor9 
nnd the possible resumpti on of pri•.ra te buying. 

ll!r. Cla7ton wo.s surprised at t he reported pr i ce change::~ 
{Cripps :1a.1d le•J.&ls were belo.,., p1•oductlon coot). rur. Clayton ..,. 
·t~•ould not ovel'look the pol1tice.l con::1idor~ttiona whi ch },~r . B~vin 
Again mentioned. 

M.r . Bevin a~ t.hfl ner.t point 3ought eluc1dti.t.ioo of }.tl• . Y 
Cla~;ton' s belief t::"lat tbe UJ\ problem mus t be l wnped into the 
problem of EUrop~, becau::se if that ware the cn.se, in forth­
c omlng me etings , Ml'. Bevin t 3 O.Pl>roo.ch would ;ua. ve tc be changed . 
ll.r . !levin ilad plann ed (l) a stee r ing co:nnit~M (2) grou po to 
analyze needs 1rt relation to European produc tion (3) groupfi on 
:f1n&.oce ( 4) groups on ra~1way probl ems , t heir nec.Jds o.nd ore,an!­
zation (5) groups on motor trAnopoJ·t (difficult because of cat­
down 1n Genumy, the bigg_est pr oC.ucer ) and ( 6) groups regarding 
c:red1 ta, currency, etc: . 

\'/ben the pl 9lla of these '"'orking parties were compl eted 
and in operation Be vin thought the only e.Cfoct on tbe UK would 
be that--in time , a year or t wo- -Europe woul d be in somewhat 

bett er 
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better pos1~1on to pay for Br1tish imports bue a1nce ln the 
l nterltn per io:i Buropo 1:ould consl.:..t'le e.ll sh6 could prQduce s 

there would be 1 1ttle of roct on the <K posit ion oxcept perhaps 
ror an increase in dollar receipts £roo Gerrum exporta. 

As to German~, loll' . Dalt on men tioned t he coat of the 3yrnes 
Agreement . Originally 1'0 1' an <>ightoen-ll'.onth per1o<l £ r om Janu­
Qry, 1947, tot al cos t ~<a n contempla ted as $860 lnillion of' wn ioh 
the UK share wos $460 million 'NhiCh in terms of: dollar drain 
on the UK was e 9timated as ~200 million . This loot flgure, 
rov1$ed beesuso o~ price changes was now $27~ million. A fur­
ther overall increase ln coa ts for Germany to provide additional 
calories had a dded $150 ~illion to the total bill ($75 million 
to the u . K . ) " hich modo tho present rate of drain on the UK for • 
Oercany some '$350 t:~1 ll1on . "Pretty poor11 , according to Dalton . 

Mr. Bevin noted tha t 1f Pol and t eeds EuropeJ ?olend dcaanda 
doll a rs i n exchange bocau~ e t h e Pol ish Pr i me M1n!o ter has a 
sol1d case as t o nis needo o£ u.s , equipment . Be vio was cul­
tivating the Polis~. Prlme r~1n1ster , ha ving doolded to cent e r 
3:rlt1ah pol icy llt'oun<l tbo new leader 'flhom he bo.d consul t ed on 
r e turo f rom J.1oscow. Ho believed this plen would be frui tful. 
Similar appr oach es wero boing made in Yugoslavia wher e Sevin 
had talked . He was conv1ncod t hat Yugoelavlo ·•ould gradu ally 
como west . yugosl av noeds were agrlo~ltural 1~plements, 
railway equipment , tlmb&r·cutting equipment, e~c . which ~~~s1e 
eould not s tppl y . In connection With yUgoslavia mention was 
made of "Tieste and ~~o street or ~~· opening of that port on 
YUgoalevi e.'s west~r~ connections . But when eevl n asked Cripps 
what he cou ld g ive up for YUgo sla~ia, Cripps could o ffer litt l e , 
primaril~ because of the steel shortage , This was the patter n 
where1n Br i tain got i n to o. dol lar ta.ng l e ln o1•dor to 11get going " 
on eoos truet~ve political r olations n i ;>s . ~l r . Dov1n d i d not 
forosoc early sol uti on of these pol1 tied ~1trioulties . We 
mua t ha ve patience but be waa confident . M:r . Bevin said t ha t 
tf the u.s. took 'the l ino tha t the U. K. Wll$ tho u&m& e.~ any 
other Eu.ropean eountry th1a would be unfor tunate beco.ua.e t he y 

UK could cont r i bute to economic re,r1 val . The i.."'K hold stocks 
or rubber and wool and "we, aa t he 3r1t1sh Empire", coul d as ­
a1at materially. Tho Br i tish did noe want to ~o into the 
program and ~ot do an,th1~--thi s would sacrifice the "little 
bit of dignity wo have loft" . 

Mr . Cl s.yton d ld not quit e see hoVI the \17. posit ion wo.s 
41fforent from t hat o!' other Europ0an countrie s . The whol@. 
trouble aro.s& frot:1 o. ohottnge of doll~r3 but tb.1a in t;urn { 
reprooented f ailure of Europe to produce . Tho produot;lon 
bo t t leneck should be e ... od :Ln a. Ce>1 years--p&rho.ps by 1951. 
'!'he IJJC had a dollar short•se t he oa"$ as o thor Jwrop enn 
eountrie> ar.d i f t he US cou l d do s onething to easo t bi• snort~go 
he wonder ed wber& th& difLoronce i n 1~pact upon the J K aro~e. 
Sir St&.fi'ord Cr!.pps res-ponded that t he CK ·naa a natural o.e.rket 
!'or EUropean goode toT which the US were not buyers . ur . Claj ­
ton bad some QU&3t!on on this point ~ut Crippa mentioned tinDer, 
foedst~rs (espec1alll por1shables, C~7 produeta and dried 
fru its ) and sai~ "it you want to r ehabilitate b~pe tr~t ~a~­
ket (the eli) must be rop~bil1tated . Tho dollar drain is co~ing J 

thro\lgh the UK" , 

t.!r. Cl ay ton 
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llr . Clayton still eoul<\ not see the dlfferonco . He thought 
lf the trt.: received dollars froo 1-es traC.e w1 eh Europe the11' 
position would be· satisfactory. Mr . Clayton thought. the l!.nr­
ohall idea would put dollars i nto Europe by toJ<ing care of 
the1l" 6ssertt:1al 1mpol~to, ltw.ving rr,_orc of' 1~h.& l)l"Oceeds of t h•d.r­
ex...a>orts twail able fol" po.yment f or c;ood~ 1mportod rrom Br i tai~1. 

M:r . Clayton add that in the us examination of the dol­
lar pl'oblem it seemed to fall into t wo pnrts--(1} 8 s hort­
range problem, ~alnly re4~1renents of food a~ !Uel·-per!~ps 
fiber--which alght cost three aod one- half to four billion 
dollars (2) reconstruction and developoent ~here rospons1 -
b111tJ fell ~n the International Bank. The Sank was getting 
eell orgacl~ed, hnd a good starr and us and JX controlled it . 
It there was a sol ution or the short- toro Euro~e4n probl em ~ 
there woul d be a firm t'oundntion for the Bank to go o..~ead with 
longe:r-term recon~ tl"' 1C t1on and development . ;.tr . Cl ayton 
thoul.:ht he :nay have 5ivGn an incorrect impreooion t hat 'JS 
&1.0 'tlould ·oe set f orth npoc1f1cal ly in food and b$.31 c raw 
n~nterials . I f t ho u;c noeded food •~te d l.d not mean tha< the 
US would necessarily oe~ppl y i t . There should be no " tied l oun" • 
principl e . The US would simpl y look at tho omerse~cy Europoao 
probl4tm in bulk., II.a1nly the three "f 's t'--f'ood.., !'u4l and !' iber . 
!n these obs er vat1ono v.r . ClaJt~n ws.s meroly thinking aloud 
but lt waa his 1d&$ that ·w:»ate,·e!' the US would do w:>uld 
probabl} te untied , Just as was the Br1t1ah loan . 

Jl.r . Bevin asked 1f the US could not brlng Can!\da and Ar­
gentina into such A Lan4-teas6 eonception Gnd thu9 savo the 
U.K. on dollars... In mentioning Lend- Lease, J1Jr . BtJ vln did not 
contelnplate s t rict ropet1 t1on of s u.eh o. dev1oe b\\t thou.c;ht 
aomo th1ng skin t o Lend-r,eaao wo\lld t e tho o nd ra.ult . 

Sir Edward Bridgoo recapi t ulated t hG lti.ot point that Mr. 
Cloyton ~ nve--(1} ohort-tot'rr. aBsistu.ltce tor Europe (2} as ­
llura.noes :'r~:nn Z..1ropo tla to what lt 'HOuld do to help itself and 
(3) a ea:r tain integ ration of "~egree or e looeneas" of ecc:'lo:oic 
relations in EUro~e sa an essential component . a o ~a.1d the 
UK did not contem;>lato going into a Eur~poon CUs tOl:ls Unl:>n. 
!ven 'the UJ(- F'rench pl~s (Ot" integration ·~rere not CO'Zllplete a.nd 
although Belglua, ~ethorland•, ar-d Lux«nbourg were going ahead 
w~th tho CUs toms Onion they had encountered dltfl c·~lt1es . A. 
£ull blueprint for Europe woul d tnks too lons tor tho ~resent v 
elnergenc:v . 

Sir Edward nnkM ho w Dri tn1n would fit tn~o the plnn . 
If t he US was t hinl<inS of holp .\n k i nd from tho US the effect 
would be only to pro l o ng by " f e w months tho do te when t he 
credit wou.lci be exba.utltoa . J!e t bough t M:r. Clo.yton•s rcms.rk:a 
abowed an understand1ng t~6t as far &3 tho UK was eoneerned 
t~1r requ1re~enta could'not be confined to goods tro~ the 
US but would bo neede4·rro~ us~sl sources . 30 understood 
there was a rurther point , n.mely , chat EU~ope ahould Join 
together ln giving assursnce~ . The U~ hnd a fo8r of the 
"European pool" idea in tho tr.:ar3ball Plan which he t!lought / 
would bring the UK down to the level of tho lo••eat in ::%rope. 
Sir Ed'Rard a l so understood t he U.S con templated 11 u~ries of b1-
later3l agreementa ,.,1 th i nd 1 vidual Eur opean countries 'N'h1ch 
would take into a<:coun t tho d 1 i't eronc ea i n economic n eeds of 
the various countr1oq u.ne! yet permit 'the progrom t o be put to 
Cong ress as a unified. sohomo . Ur ~ Cl&:4t on s uid. ther a \'tllS no 
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"pool1ne;" idea current 1n washi ngton ; it wa.a hia i dea t.ha t 
there would bo bilatero.l agreemonts within the fx•amework or "" 
• Buropean prosram of r ehnb111tati on . 

Sir Wilfrid Ee.dy aought. reaoaura.'1ee that the US con­
sidered the Internat ion•l Bank an erfective meehan~aa for th& 
!looond stage. Mr . Cla.yton said the primary need "as to crea tfl 
lnveuto r ·s 1 confidence i n pr osp&c ta of :repaymonts o.r loo.na. 
}.{r . Dalton noteO t he Bank had been tilow in or ganization, wi th 
Meny cbangea in manage~ent and th1a caused much disoouruge­
ment a~ong tho Br1t1ah. He aoked it l~ . WCCloy thought the 
Bank would go i nto Europe e.nd )!r. Clayton replied aCfli'lll8-
t1vely. •tr . Bevin aoke<l how far political consideration 
would come lnto lending by t M llnnlt. He presume<! bnnk l oan­
ing would bo de~endent upon t ho conclusion of treat ies wi t h 
~omor enem1ea and that &5 f or Alli e rJ t hore would bo assur­
ances under tbo1r United Nations obligations . ~ith Europe 
s tr1v1ng to produce there would ~e reas ,na~le c3anee ot re­
pnym•nt . 

ur . Cl ayton said thnt the Bunk ' • eonsti tution l'equired 
that political considerations should not enter into dce1siona 
on l oans and noted that 1n connection with the Poliah loan a 
delegati on wa3 ma~~ng a n on- t he-apot 1nveet1gat1on and ~~­
doubtedly t ho Bank WO\tlO reo_u1••• an agreement regardine, 
Polish coal (bot h preocnt production and thnt attributabl e 
to the new mach1nery) before fundn for re-equiprn~nt would be 
torthco~ng. Other det~1ls ot operst1ons of the InternationAl 
3&nk were discussed. 

Mr. Dal t on r a1aec;t. the nonCU.ecr;iminution clause 1n t ile 
Flnancie. l Ag>•eement . The Brl tleh dollar pooitlon r eQuired 
them to look at their import pr-ograms where tbe}" were un­
willing (and ahoudn ' t) redu ce food i mporto . llut cert-ain 
articles, for o~an~le , fru it, oould be purchased from sort V 
currency coun~r1es )'Ot this could. not b6 the &;xc lu:J1ve aoure& 
un<ler the nondi•cr im1no.t1on c l nuoo . Frui t Crom the US added 
'' ve ry much 11 t o t h& d ol l ar pl'Oblem. Tobaoeo waa a uitnilar c&ue 
in po1nt. He t~d tDkOn ~ax action to out imports and ln other 
d1rect1ons the UK "~1 t8k& aet1on" . In tbe ease or fll~ he 
;,ad taken power to set wh ich he tel t th6 Governacnt must have 
lf 1t were neee3sary luter to tako a~6 Action . 

In connection wi th nond1s cr1mins t1on, d.1!Jcu99.10n arose 
regarding tho present llr1ttsh interpreta tion of Clause 9 of 
the Financial ~roemont ao e.ppl1ed to trade bet.,~en the UK 
and. 1 ts Colon1al Ar&a ll for which the UK provided a eomn:on 
quot• i n the Monetary FUnd . An the 'Department i s a ware , 
t ho 8r1t1sh oons1de~ therus elva3 free to dieoriminato in favor 
of trade within th is. 1m~ Coloni al A r oe.. Tho !lrl.thll expraso 
belief that th1a i rtterpretation wou l U ee~e the impact of t he 
nond1aor~odnat1on clauae . Mr . Clayton ana the Ambass ador 
agreed and di4 not chal l enge th1a 1nterprotKt1on of Clause g , v' 

J,Jr . Clayt on •aid With empha>ls that tho ma tter of non ­
dlso r1m1na.t ion ucomes ao late 11 • The l oan w ... ., an oot of' 

Congress 
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congree3 and relief on nond13cr~1nation meont passage of a 
joint re~olution where man3 questlona would bo asked and this 
might cMll fo1• exposu1•e or oome :revelPtion or the UK situa­
tion. 

Sir Ed•ard Brldgos ~entloned tho clause regarding ~~porta 
from count.riea with war -shattered eeonw.ies and Mr. Dougl.aa v 
agreed that we and the Pr1 t13h could t ake s loo~( at variouo 
coJIDnOdi ties and. their a our coo to s oo what a:>uld be done. Ml.". 
Dalton oaid the last thing ho wanted was a deoato in congress 
on nondiscrimination and Mr. Clayton thought an approach to 
Congress on this subject would endanger larger plans now under­
root. 

Sir Stafford Cri pps mentioned steel and 'K dependence on 
impo~ts . Two years ago be placed contracts 1n the OS and be­
cause of understandable d1t:f1.cul tiea the1•e the at e el waB not 
obt•1n&d. Thio hod handicApped UK dd to r~urop•, eb.e manu­
facture of trae tors and other productive equipment4 Was there 
any poaoible wa~ of getting steel? The Brltieh had given UK 
s te&l producers thelr full coa.l requirel'lente a.r..d "·ould get 
th1r teoh million tona of stee l this ye6r b1.1t tho1r requlre­
JOent s were six teen r.r.1ll ion tons. Mr . Clayton ou tl1ncd the 
dLfF1cult1ea a~leing from '~~rtagea at ho~o, f~ctor1e5 on 
short-tioe because or lack of steel and ir.ternal pressure ror 
steo l but thoue;ht thore 11was n.lv:a:y!'J a pos.s1b111ty". Tho 0~-
pert,.ont of St.,te 71(1" f1ght1ng for OX)>Orts OVery <1£<;,o . Mr. I 
Clayton asked for a tr.emor anduro .f1•om Sir stofford on t heir eteel 
needs . 

f{Jr . :Bevin then o.sked r.or e. $Omewb.at tr,ore con.ciae state­
ment or the ))l"OsAnt us atti tuda t:OWt\I'd Europ& S. r~d the Mat.~ohull 
program. In r espcns& !Jr . Clayton sa.S.d tha t he :forostn<: tho 
folloTtlng phaees: ( 1) ' EUrope abould. &xplaln why 11\0:-e progress 
bas not thu~ far ~cen made ~1nce ~he cessation cf ho~t~11t1$a 

·with the holp alr!>.ttdy recoj.ved { 2} E\.tropee.n coun tr:!.e s s hould 
.set forth in a concroto and {tubstantial way a. sto.t oment oJ' 
what they pl"Oposerl to de w help t..hemsel ves , how lOa& 1 t \\'111 
take and by ·nh..at steps --vrhnt rn1n1ml.ln u.ss1stanee is required 
from the US, wh y it 1o nec~!lso.ry and when ·t.he load on the US 
would bo reduced--pro::~urn.o.bly o n o. slid~ng scale. },{!• . Clo.:,~tcn 
again stros.sed it would not be ea.!ly to aoll t he tdoo i n tr.e 
u-s . :'here was atch 1n the press o !' what the us 11ha.B sot to do"' 
and much about &meric~n need s t or ~xpor~ markets . Ur . ClAyton 
.knew the US n et>:l for GT..pOl"t nw:r)(e t D but r.to.ny of h14 fellOT/ 
ci t1zons had other views .£md i n orl..tor to p\tt th13 pl'ogrrun acro :ls 
the tJS ~nust know when :tu.rcpo will bo able to e;et on its own 
.feet 4 'Io su,ppl$tttent 'tbi:;.; ~ 1r possible, tho US would :1:-te acme 
p:ropooal~ regarding ~ _d'lo:;,e:r in t egration or Europoun economy . ., 
Re di<l not """""'" tl)ttt anything in g r eut detuil eoul<! \;e pro­
vided 1n s. 3hort t ime and o1ted bin oonveraa.tion wlth s~no.tor 
Milliken as en exa~plo of why a ~irm plan ror Euro~e L~eludi~ 
European in tegration wa!l ne co:.utary to cottvinec congress on the 
nEieos~::.. ty of~ additional as 31{1 to. nee by t he OS . 

Vx . Bevin said integration raised an 1ntar est1ng point 
beceuao •n::tenever he took steps in this diroctlon, tor exhlple v 
·,.i th F1rance and Bols :lum, Sil' Stafford C'rlppe said he ;.-:9.3 vlo .. 
lating ITO pt•inciJ;l<:o . Apporcntl:; to poi.nt out tho US nee<'! 
for oxpor ta , he said in 1~27 he bad oxam1no6 economic f actors 
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in the OS and g1 von the na.rrow1ll8 of ou1~ lrr:.ports and t he 
wnstef"ul character of cur investmente, i}e had predicted the 
Ameri can slu:ttp t wo ·s·ee.rs ln a.d vance . J~ut on t he point of 
integration he f ound 1n !::'!J.l'O.P0 e. de51re t o do what t.tr~. Clay- •· 
t ·on sought but I'ou.nc:'l Eut•ope in affect conm~:t. tted "b y ITO not 
to 1nteg!'ate. !1' Mr. Clayton could make • public s tatement .-· 
on E'Urop{)a.n i ntegrat ion ·thi:J- \'<'ould he l p . ''In EUrope we ca.rl't 
reach a custo'r:ls union at onee", but JAt•. Bev1n sugge5ted 
Europe should act .sensibl y. He had in mind an int&f'lUt tiona.l 
board to devel op and utilize ws. t;or- power from the Alps. lTe 
also mention ed t he Teschan political prob lem and thot:.ght a 
coal mine \'Ja,s at the root or t his e.nd t he aolut ion would be 
found in joint operst!.on o£ the n:1n a and shari ng of tb6 out­
put . BUt thes e attempts toward r ebu i lding cane in t o conflic t 
With trading rules . 

Mr . Clayton mentioned the prooras~ mada in the Benlux 
Cuato~s 'U'nion and said this cer tai nly did not vlol et e ITO r ·.tle-s. 

Mr . Bevin then m()nt:toned Anglo- Ft'ench plans for inteF,ra­
tioh--tractors t o ·~e produced in the VK , food in France and a. 
free exchange of' the t \",'O; mu!!:tcal lnstru:-nonts to be produced 
i n :Jrance, no ccrn.petitlvo plant set '.J.P in tho U?: and Prench 
lnstrwne.nts f reely admissib l e int o the UK even t hough they 
might b e t axed 1'rom other aonrces . Si r Ste.fi'ord Crip})s said 
such plan:.t n0eded a:~9·..a :r-&r:.ea :)f socH$ pel"manencA. IJr- . Clayton 
agreed that t he principle of nondi scrin!ina.tion a.s now undel'- (/ 
.st~od would he vi olated 1n auch .Pl'Oposal s . 

:ur. Bevlr. ss.1d thD Bl"!t ish might obteln agr eement 1.n 
p 1•1ne!.ple .f'ot~ e. CHs toms Un l.<m and wonde:rod t 1' th1.s 'r.Q ·<.1ld be 
eno\l..f,;h to comply v:i th IT() r ules . u'.'le ha ve in ItO D.n 1dao- ./ 
logical plan which t'rlwa:rts reconstt~nct1on" arld felt a five­
year pl a.n for the first s ta.~ es of i n tegr o.tion would b e 
necessary. The very wol'ds 11customs Ut11cn 11 would l)c objected 
to in France by the Conn-;;.unists . 

Mr 4 Douglas thought the lntegt~e.t1oh pl'Oblcm l'S.i:H,~d t·1t0 
questions . Fi rst, decisions rega1~ing interchanges srlslng 
f l'Om nev1 plan t s s.nd onlsx•gements of o l d plants (to 7th1ch poi nt 
Sir· Stafl'or'd Cripps int erj e cted t hAt the Br i tisl: nmst have 
f r ee entr y :Col' thf) products conce,..ned ) . This i nterj ec t i on 
precluded MI' . Dougl as fro'!rl defining the scoeon.d c.a.tegcroy or 
goods, ns:moly , pt~odl.lCt ion trom exist i ng plant s (r,~r . Dougls.s ,, 
inte-nded to explore the pos31b1l1t y of special tre o.tment for 
i ntegra tion of new production and noncii s cl'ilf:ina:t.lon in trnde 
arising from existing pl ant} . 

~-'r. Clayton said tha t onc.e t f\.e Qa.t•s were let down on the 
principle or nondit~e>rim1J1at.ioo a ll ki nds of \Uldesira.ble arr&nge­
rn~nt3 'llcul d. take place t-end ing toVIE'trd b ilateralism which had 
been p •cved unsound . ~:l.r Stafford e r•ipp s thought the 1'1'0 Dele­
gation 1:1ight make pro vi sion for certain phAses of integro.tlcn 
o.nd we ttight l ook lnto tb(,J matter jointly. Mr . Cl ayton, think-
ing a l oud , Daid something 1n tho nature o:t' :.~peei.al interim ,. 
exceptions to nondi~c:r lmination work1n6 gradually up to a. Cus­
t oms Union might be presented t o OUl' poo ple a.t GAnevl.l.. 

Af'te:r thE:l Pr-ime J,:ini ster i ndicated tile rneet1ng munt br>ee.k 
up because of t ho hour , M:r· . Douglas added on e further poi nt to 
tbe g eneral plan fot• Eu.:t'ope. ! t here mus t be ncceptnnce in prt n-
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ciple at least of ccnatruot1vo measures in tho f ield or fiscal 
atta1r•. Budgetary reform, l ike in t egration or European 
economy, would be most acoept O:ble to tha prosont Congresa and .,.. 
would bo an important f actor in acti on by tho Internat ional 
Bank relat i ve to Europe . Mr . Douglas also raised •tith Mr. 
Dalton the ~t.atter of onabl1ng l egislation rela tive to filca, 
which subject h as been covered by separate tolcgrn~ to the 
Department . 

At tho eo..-,c lusion 1t 1fes agr eed that tabulations regard­
log the l!'r1t1sh financiftl position could be eent on to \'Tash­
ins t on t or highly r eatr1ctee uao on tho bnsis that the act~l 
tip;u reo he.d not been "put through or checked 11 and {lll gh t. be 
chonge~ 1n twenty- four hours . The tables had been prep~red 
under pressure an<1 Troaaury e:x.pert.s looked upon t l'.tcm cb.1efl:r 
aa an approach i n proe•nt1ng t h e problem. 

APP:vl ;v-s 
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