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AIDE MEMOTRE FOR THE FOREIGH SECRETARY

[This note has beon proparaed for the personal guidsnce
of the Forsign SBseretary sfter informal and oreliminary
dlacussion with the United States Ambassador and Mr,Clavton,

It has been shown to ths United States Ambassador and

Mr, Clayten but must rot be regarded as In ary senze 2

somni trent /7,
Introductory
Ta It i3 an essentlal point idn the UV.8. approach to the
present situstion thst whotever schems is dreawn up should

deal corprehensively wlth the nesds of Hurope, ord not
piecemesl with particular countries, A prime conditicn

on which substantial help is 1ikelw =2 be forthecoming from
the peopls of the Inited States (and it locka sz though
nothing sffectlve could be done wilithout help on &8 really
subatantlel acale} iz that Shey Lol confident that this
help will te used, not =lone as a tecmorcry slleviation of
the ills of particulor ecguntries, but esssntially for a wsll-
thought=out sehone whick is demonatrebly dirscied to
remedying the underlying savses of tho Zurppesn situstion
58 a whole, In pérticular, the achems muat be dirscted o
restoring Burcpean production within a stoted pericd to =
level which will rendsr unmecesasry Europs's pressnt
aonormal dependence on imporis. Ue2. thought nlso atiaches
importance to avelding the perpeitusticn of unsosonomic
rilvelriss heuweéﬂJthe countrles of Europs.

1 B Sltotament &

w

to the present position,

As 8 Tirst atep, therefore, it would Se helpful 17 she
ceuniries of Burops could oé-opsrats in preparing a
statomsnt themselves as to why in 1947 = two yoara after the
ard of the war - they stlll find thoselves in smeh sericus

eeonomle and financial difficultics,

o



(The U,8. sdninietrotion have, of course, & good drsl
of information themeelvem on fthis, But from the point of
view of Congress and publlt opinlon 1t would te of great
helg to huv? such a gtatemsnt carrying the sutharity of the
Governments of tho sountriss of Purcpe).

1il. tatenent of needa,

Next, the Buropesn countries concerned sheuld draw up
a stz tement of thoir own neada and produsticn capabilitios.
Taking coel ma an oXsmple, the stetement would show:-

(a) Consumption: ths present rate, and the reguir.-
nents for coensuription at the present time unl
over the onauing {sﬂy} four yeara, and fron
woot acurces it 18 propossd that the requiromans
should be met.

{p) Eurnpean production: the present rate, and tho
extont to whleh production ean be expanded over
the enauing four yenrs to nect home needs, and
for export.

(=) What speclal steps are propcsed to ineresse the
rate of produstion, npnd &ny specisl help required
to thig ond; o.f. In the way of lmportstion of
cdditionel equipnent,

Statements nn sinmilar linea shmald bhe drawn up in

regnrd tor=

Ths principal fuodstulfls;

Fertlliasra;

Steal:

Fibroa; et

#

Tranapert: road and ralil;

Machinary for immediote sxpanoion of output,

IV. Sta tenent of long=term cbjectives,

Tho above relates prinarily to imrmedlate nesds.
Statereonts on broodly similar lines will also ke reguired
covering plana for lcongor term reconstruction and

development., i



Ve Furpose of thoag Sisterents, These statements will
enanlo cnnprnhnﬁsiva schomea tn be drawn up which will show -
both as regaris primary needz2 and long=tern resonatruction =
Ea}' whet Murope neseds in ormder to get on her Teet
ngalng
(b} how much of whet is needed for the purpose can
ba found from within Rurope iteelf &nd how
nwnh st be found fron outside;
{c) tho sconorniz cbjoctivea towards which Zurope
will amree io work, aover the next four yssrs;
{dj how long the Jjoo will take, amd - assuming for
axﬁmplu that it will wake four yesrs — the
minimum amount of hdp whioh will be required in
enaly of thoua Tour vyrars, ragumsbly this will
be nn 1 descending scala,

Yi. Countriss tu be anvoraod

More will bo Xnowrn noout the attitude of the
countriss of Enstern hirocpe towairnds the sohens after the
forthcoming maoting in Parig,

1t is underatrod thet, while it is hopod that tha
schene will cover Eurcpe £g 2 whole, the U.S.
Afninistration would be ssti=fied if it could be atarted
with the Western countries of Forope o8 & nucleus, on
the understanding that the schone would be open to
other countrien if they so desired,

VII. Integration of Production

Fubliec opinion in the United States attaches grout

importencs to gbﬁn sgaurarce being given by the countrica
o Burope that their goods and products of =11 kinds will
be fresly svallable to cach other an that the needs of
Europe will, so lap cs is sconomicslly practicadbls, be

met from Buropesn resources, and that this should be
reflectod 1n the paltern of . reconstruction and developments.
United gtates opinion ls thus thinking of a ‘aontinentall
rather than a esuntry approsch to the present trade and

production probhlame of Europe,
i



Tha tirat resction of U,K. officiasls To this 23

ga follows:-

any proposal that went so far 2s asking for assurances
even in principlc that the Buropsin countriesa would
conatitute themaclves into a Customs unien would precsnd
great diffisulties and would almost parteinly involve
delay which in present circumstances would oo disestrons,

cn the other hard, =28 there is m great shortage of
the essential resources for capltal re-eguipment,
there 1s scope for congidersbls co-operation hotwsen
countries in order o avoid unnscesssry duplicatirn of
gffort 1ln copital sxperditure,.

Tt mist be recognisad, howevsr, that schonass for
integrated production must carry some securlty to the
producer that he will have an assured market avd to
the uger that he Will obtain suppliea,

The working out of fthies conception thus presonts
senalderable difficulties, But 1% prebably presents
the natural 1ine of zvolution towards the conception of
the continent of Furocpe Bs & viaoble economic unilt,

Moreover, the poaition of Great Britair, which is not
merely a Luropean zountfy but an internstional tradsr,
pregente very specigl diffienlties.

VIII. Pinsncial Stobility

Fuclie opirlen in the United Stotes also attaches
Freat impcrtancé;tn satlafactery sasurances that
particlpating countries will tsxe all reasonsble actiar
to place their budgetary affairs in a menagesble positicn
a5 soon 38 po&sible, #a an esgentliel preliminary step

toward the stabllity snd convertibility of thelr surrencies,

i
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IX, Fethods of pperction

While no declsion hes yet been reached, it ie presumed
a% the memert 4has the Vnited Stetes Government cnntemplate
that the immedinte help reguired might be provided by some
neans whish would ‘be generszlly eguivalent in ita Tinanclal
effects to grante in aid, oltheough in appropriate Instances
the United States Government msy seek somo sort of coomedity
sonsiderntion in conroetion with 1ts strategic s tockpile
programme,

The needs of leng-tern reccnstruction ehouwld, however,
be met by the International 3ank. It is true that tho Dank
has az yet cnly mede oné subatantial loan, It 18 thoaght
thot the Bank would be mixch more rasdy to make furds
avpilable 1f:- '

(o} » comprehensive scheme Tor Burepe had beon

drswn up; and

{b) through the nasistance of the United Stantes, a

firm economic foundation hmd beon l2id for

EBurcpe's rseovery from her irmmesdiate problems,
X. It ils understood thot the United States Administoation
contemplatoe that, slthough the approsch to the problem is
esgentizlly European, the arrangements for giving help for
immzdiate needs wWould toke the form of & series of aprec-

ments betwsen the Jnited Ssates Zovernment and each of the

countries concernad,

o,

In thia cnntgytict it is underatcoé that thore might
well be differences in the objects or purposes fror whioh
help was given teo different countries according the
varying nesds wund situaticne of asueh countries. Top
exariple, kelp tec Orest Rritain would not nooessarily be
limited %o bkelp in regoré to aupplles which Gremt Aritaln
drows from the United Stntes, In her csge, the help would

-



heve to be 4n o form which would enaoble ker %o
obtain essentiml aupplies fronm, &.Z2. Cenoda ond

Latin Amsrioa,
XI. inin The U.E, officinls regard 1t £s eagential

that the atotenents in II, IXI, IV snd V shruld heve been

corpls ted not later than 1at September, 1Y,

th ne, 1947
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