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S;MA e, V .
The Americen Initiative

1. Tvo vory eorious drneers moy be foreseen in connexion
vith thie forthconing food conference, namely,

(e) that we may be led into the discussion of the terms
of trade in foodstuffs, including Drlces cna quotas
(on the lines ofythe Wheat Agcreement),
circumstances unfgvourable to us owing to the absence
of subgtantie 1.rppfﬁspntct10n of importing countries
(rnd possibly :lso owing to th bevclu ion of metrls

such ©s the tin in vhich we m:y, have = b rguining adventoge)

or

(b) in our endesvour to avoid commitments under (a), that
we m.y seem to the Zmericins to be etonevelling their
first big esscy in long-renge -l:nning, 'nd tht this
ny eurencthen the hino of tnelr is ;utlonlmts while
m: klnv the coll=borztionists think of us zs « Jover to

e circumvented r-ther th.n consul teo, vhenever »ounlYle.

<. It is the jurpose of sgefe notDC 1o sws H— e
— : our rLeﬂftes 1ol 1cd§nAL tihe uon%]e LAV nt

(1) tL11 it rises 1oglem1*y out of the terms of raference wnd

coull be Jusu;fled #.s eminently .ublic-sgrited nd humi ne

_tthough not im;ractical, nd (*1) that, if well-T-ndled, it s
sheutd yield ug substinti: 1 advent e,

3. With reference to 1(b) it m=y be useful to tuzke stock of our
position in regerd to long-ringe plennirg both to see if, ir the
event of this initi.tive roving :=bortive, there :re other sur ecte
on wvhich we could regiin face and retrieve the alqu}ointment, cnad
also to gzuge hov far the Americans regard this conference s of
centr 1 1mwortcnce for long-renge plinning.

‘7L6 of my orifin: ﬁb@rrit (The Clecr

ng-Union).
(cinal’ draflt (Commercil i:LéZZon).

Au rt from these two ‘uestions, the only other subjerts of
evu 1 renge =re (z) the industrizlization of reletivelw
backwerd countrle end (b) intern-tion:1 investizent ocenerally.
There is denger that (b) vould in practice bring (s) rether
prominently “orwird. A food conference, on the other hend, if
well hendled, ought to reach the conclusion th-t there is .reut

scope for beanlclwl internationel investment in food
groduction, not only in improving methods but elso in brinzing
in new lend snd restoring lend thet his been desicented. This,
though we need not point the morzl, would ~utomctic:lly reduce
the volume of capitalaveiloble for forms of industri-lization
likely to be injurious to us.

/"’;. It nppezrs to follow from this th.t we ought to try to m ke
si

success of the Tfood conference on the risht Tines, nce frilure
rizht drive us onto topics which wre either premcturs or dunzerous.
he ides of mukine th conference = success is inconsistent with the
idex of confining it to generclities or mere relimincries. This
ie not to say that it should be :lloved to irinch out into more

senercl topies (exchunges, trode ete.) nor thel the conference
&

A



can reach finnl conclusions. It is bound to adjourn while “
committees mcke the necessary quantitative estimates to give
content and significance to the various proposals. But 1t wmnas b
ghieve some tangible results pointing to definite

types of intern 1anul actlon, so that th er of Americans

A survey o: 'es also suggests that the President
ave deliberately chosen this topic as the best way of

ing the plunge into long-range planning. There is no doubt
jifference of mental habit batween ourselves znd the

icans. We should be more inclined first to discuse in
stract terms the general principles which should govern
ternztionzl investment. They seem disposed to go straight

0 concrete instances - food, materizls, transport etc. But,

of course, one can alwys 1ntroduce the General crinciples as :nd
when they are relevant. One should reach the same result in
either way; the method of approach is a guestion of taste, =zn
academic question, about which we can de%er to the Americans,
as it seems we must, without any cost save that of mental
vexation. What they will cer not appreciate is the ides
thet, because the subject is a ¢ ete one, it is not
fundameﬂal and central san be rushed rather 11ght1y aside,

- and agalnst

f we treat it as

s will misjudge us and
~al batruatlveness -

itled t@ urge ~ and thls,
kly - that the majority of
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SECRET

THE AMERICAN INITITATIVE

/

' . /
1« * The following notcs concern the decisions which have
to be taken in response fu the recent American initiative.
In order to condense I have had to over-simplify;  (for
instance "undcvelopcd™ country is a vague exyression covering
a wide variety of typeg, cach with special »roblems and
requiring different trgatoent;) and, besavsc the point of
vicw expressed is rather different from that which has
appeared to prcevail reccntly, I may have been guilty of over-
statement in places.
24 It is clear that we still ought to strive all we can
to come to prior bilateral understandings with the Unitcd
States on essential points. I am afraid that we have let
opportunities slip (i) by our many months' delay in signing
“"consideration" and, (ii) becouse we did not - I am subjeet o
corrcction - ask in the most formal and wgent way to have
bilateral talks undpr Article VII as soon as we had doubts in
mid-41942 whether the imcricans intended to procced in this waye
It is no good behaving now as though much watcr had not
mearwhile passed under the bridge. “Je can no longer avert
an early gathcring/of the larger group. Qur best chance of
making good use of| fleceting opportunitics to "get together"
with the United Stiates is to have and urge (by informal menns)
positive views on [the subjccts they want to talk aboute (of
what our views shguld be, see below). I emphasise the “"they".
We are naturally much pre-occupied with our own difficulties,
of which the Americans have alrcady hecard much and, in my
Juligement, for the time being quite enoughe Oour difficulties
cannot be their splc interest in post-war planning. And if
we show no signs pf constructiveness in the broader field
(save for our exgecllent initiative on currency, of which they
have shown their|[appreciation by drafting an alternative very
similar to it - put from their point of view this currency
question is only| a small part of the whole field to be covered),
we cannot expect| them to think that much is to be gained by
having elaborate prelimirary pour-parlers with us.

3 If we think it vexatious of them to thcey She

discussions open, we no doubt balance our judgement by
remembering that imerican public opinion would probably not
approve of far-peaching bilateral discussions, and that if

these arc carripd boyond a very informal stage, the fact that
they are taking] placc cannot be kept sccret, Probably the

kind of informgfl diccussion which has in fact occuwmii on the
Clearing Union [is the most they can afford to allow, and, if

we had put forward constructive ﬁroposals.on other topics, they
would have givdn them as favorable consideration as they gave
the Clearing Urion - and still will, They may infer - and ,
they would not |be far off the mark if they did -~ from our silence
on other mattens that we have nothing very constructive to urge.
It is clearly not for them to go against their public opinion,
exposed as they are to cross examination later, and take a
formal initiatilve in inviting vs to make proposalss

Liq Now they| have taken an initiative of their own on what is
clearly a fundamental subject -~ Foode The only other subjects

of equel range that I can think of on which they might have
proposed to cpeh internationel discussions, are the industrialize-
tion of undevelgped countries or international investmente. It

is only too lik¢ly that the latter would have proved in effect

to be tantamount to the férmer. It therefore seems to me that

the subjcet proposcd is the most advantageous from our point of
view that they copld have chosen. Ifproperly handled the Food Confirence aight to

=




insist thot the scope for int€rnatiogdl investment in
additional food production i6 very great indecd., ,, And,
‘although we need not point Ahe morgl, the effect would
be ‘that much less internafionel cgpital would be
available for industrialjbation fhat is likcly to be
harmful to us. : ‘ _

Se I submit for cgnsiderafion that there are no
topics other than thgse mentioncd in the last paragraph,
on which they could/suitably open international
o discussionss Whay arc the/other possibiliticse
o et .
Shia 6s (F) There is the Clearing Union type ol subjcct. Now
¢ - .in this i%t-scems-to.mc_that we have made cxcellcent progress
A7 4 7 and are fon very good grounde Only a year ago people here
perm > sa¥ing that the Clearing Union scheme was so Utopian
were se ng a £ P
that it was almest embarrassing to put it forward. But
now the imericans have circulated o similar schcme to the
Unitcd Nations, which, as I argucd in a letter to Lord
Y Keynes on 2nd March, is more favourable to us than our own ,
scheme, and about which the eﬁ&?ﬁ%hing‘that can be said in
derogation is that the Americans cannot rcally mean i R T
Now it is truc thet these are only floating schemes,;.{But. Co
hoving made such good progress it may be wise not to press . el
/r'”“‘“wqjgg hard for a final @ecision at once. Meanwhile we are W
& wte, in Jam-sxeeitent position. We can attaeh as a rescrvation .., -
(iﬂf”vpx‘ “0  all conclusions on other topies that our agrecment. is Lol
subjcet to the adoption of some scheme for international
payments that is not less favorable to .ur interests (or, '
if we like to put it, not less favorable to potentially
debit countrics) then either our scheme or. the American
sciicme as circulateds — That cannot be ripresented as .
unfair to the imericans and it puts us in clovers Tt Swned -
soems. to—me=—that we make the ultimate adoption of one or
othcer of the schemes or some alternative more probable, if.
we now gn forward and meke our agreement T various matters
to which thc Americans may attach importance dependent on-
such adoption, rather than if we press for an outright
adoption nows The americans may think, probsbly rightly,
that a Clearing Union type of scheme, if presented in
isolation to Cingress, would be unpolatable, and are looking
IR about for sume Jam to present with it. S0
wel 77 we needregret that another topic is taken]before! th
S currenc}‘question?ﬁgﬁ;international discusSiofte ™ Furthermore e/ e
the President, whose pdTitical judgement cannot be altogether P A
despised, may well have felt that the rarified and technical ¢ ~“Twa i

question of foreign exchanges was not the—bestgzopiziﬁuhwwm CoNLEE

-

{/grfwhich to emen. international discussions, S E g
S phegdad o ;**u-al,w«n Tod GRunia e ' -» L e

1&55ﬁ0¢” 7. (8 There is the commercial qucstion.

5 g s that we shouldfwelcome a Presidential initiative on this topic

dma ™ as o first item. We heave put together a scheme, in which
every scction has been carcfully draftcd, quitc properly,
to sui® our partievlar intercsts. Some whgttling down .
therefore in international discussion would be inevitable, .
Yot even on the merits of this scheme sejdrafted Tt I8 By no s
‘means clear that we are in agreement oursclves. Fs—thisy .. .
2ﬁh@n;~a~subﬁee%-%@~mﬁ&ehrﬂ£+wﬁﬁﬂ$;ua~gfve~priofi%y%—-ésa¢ gven ( E
supposing that our own position were much happier, there is
o broad argpument against putting forward proposals for
greater fre~ndom of trade as thc Tirst item on the agenda for.

Do "



international co~operation.® What the nations will want to know is
what positive measures it is proposed to take by way of international
co-operation to secure better world demand and fuller employment.
= Jhat is where we hope to ,improve on the procedure of Geneva. IT we
e gQue. forward now and tgLi.the United Nations that our first and. fore~
mostiproposal for increasing world prosperity Al ree Trade, theyww.ld e
) ¥ridk-be-sick—to~deaths This is not.to belittle the importance of
Free Trade.or to imply that it is not eminently to be desired. But
surely the correct procedure - and this is implied in the order
of wording -of Article VII -~ is to plan positive measurss for raising
production, consumption and employment in the world as a whole and
_— then to proceed to the question of reducing barriers. . With "full
T } employment® the.resistance.to tariff reduction will be far less;
Q3?“7 ?,xindeedlpheztariffs-may drop like ripe fruit. Also the tariff
—— question will be much easier when we are in a position to give the
nations some good news about security.

N e
I e ,

i

8. I infer that'thé'é is noﬂtopic onfwhich we should have
preferred the Presidgnt to open proceedings rather than on Food.

O I infer, againy/ that it is now our duty to make this conference
a tremendous succesgs, first because only by .showing great enﬂg? ghdll
we be able to guid¢ proceedings on lines advantageous to ourscives -
and this opening hjas very great potentialities of advantage for us -
and secondly becayse the future of Anglo-American co-operation in
many fields depends on this. I take the second point first.

10. This is the/first.large scagle essay by the Americans, and it is
obvious that they will ‘want to make a success of iit. ~ If we put
difficulties in/the way &and manouvre so that it peters out in pious
generalities, this will be regarded as a conspicuously unfriendly
act. It has Yeen suggested that the President made this initiative
in a fit of abgeht-mindedness jor because he was rushed into it.
Even if this w¢re true, he will hope that his impetuosity will be
vindicated by successful upshot. But I camot believe in its
truth. If wef on our side arpe bound to conclude, as I submit we
are, that there is no topic ¢n which we should have preferred the
Americans to make an initiative, is it not possible that the
President reached the same cobnclusion, perhaps by different mental
processes, and chose Food qdite deliberately as ‘the ‘best topic?
It has also Yeen suggested fthat this initiativé may not have the
full backing [of the State Department byt represents the enthusiasms
of certain ofher departments. - It may be in our interest to work
closely with {the State Department. But we shall not improve our
relations with the State D¢partment by making the conference a flop -
that would mgrely play -int¢ the hands of isolationists - but rather
by steering 1t to the best: of our power on sound lines and safe-
guarding it from the impracticabilities of heady idealists. If

/L we comffort ourselves in this way we may expect a helping hand from
the State Dgpartment. i IR

I .
11. But thqre is an even |greater danger than that we ‘may be thought
unfriendly. It is that-vwe shall be thought mentally ‘and
temperamentqlly incapableiof construetive endedvour. I do not say
this in an patriotic vein becduse no doubt this unfavourable judge-
ment would pe based on a misunderstanding ‘6f our mental: processes.
There is great danger that instéad of thinking of us as useful and
helpful co-partriers in matters where we have a common interest, they
may form a habit of asking themselves how they can side-track our
congenital tendency to obgtruction, and get things across with the
minimum of ponsultation with us.  That would not be good for out
future co-operation: : After all, what is wrong with Food? It is
-clearly more fundamental than transport, housing or soeial security

] -
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which may in turn come up.- If we endeavenr t¢ block matters in
the case of food, they w111 argue, why should we do better on
anything else* : :

There is clearly a dlfference of’ mental hablt between us and
the Americans. We should be inclined- tnadlscuss in abstract terms

the general principles which are to goVErn.gpﬁgrnatlonal investment.

They seem disposed to go. straight to’ the iconcrete instances - food,
materials, transport ‘ete.. But, of ¢ourse, we can always bring in
our general pr1n01ples as &nd When they &are relevant. One should
reach the same result’in:the end either way, and the method of
approach is a qguestion of: taste, an Bcademic question, about which
we can defer to the Americans, as it/ seems we must, without any
cost save that of mental vexation.  But what we have to recognise
that this initiative on food represents just as fully a plunge
into the heart of leng-range problems as if they had proposed a
conference on the methods of international investment. And any
unwillingness by us to play on thls?round - as represented for
instance by an attempt to confine the conference to generalities -
will be interpreted-as sympgomatic. They will not be able to
conprehend the view that this food question is any less fundamental
and central in long-range planning $han the topics which we mlght

. regard as fundamental such as the t eory of foreign 1nvestemen

12. . The idea of making the conferénce a suctess, as- in my Jjudg-
ment it is imperative to do, is ingpnsistent with the idea of ,
confining 1tm¥o generalities or merely preliminaries. Of coursé
final conclusions cannot be reached. The conference is bound to
adjourn while the expert Committees prepare quantitative estlmates
which are neces8sary to give content and. signlflcanCe to the Tinal
conclusions. But-it ought to be possgible at the coming meeting
to map out the broad lines of the onclusions. - These broad lines
should comprise certain specific afid novel types of action
requiring internaticnal collaborat on (see below). To end
merely on the note that it would bg desirable for certain peoples
to be better fed and that Govermments are urged to endeavour to
raise the standards of their peoples would be to bring the,
American initiative to rldlcule. . b

13. To safeguard our interests, I think we are entitled and
ought to urge two points -} - i

(i) Tlme is needed ‘o ‘prepare our case. We cannot make
this excessive without seeming to sabotage. Late
in 1641 T urgod that it would be greatly to our
advantage to work-gut .our ewn. views on the subject of
nutritional standards. w:I- cannot now feel that I
was wrong. I have always. thought that nutrition N
was a subject which it would be to our advantage to'“'
have taken early. -

(i1) I think we shoéuld put the point at once that the
~.Conference should be so.constituted that only a
minority of delegates were connected with food
interests, whether by their pre-yar profession or. .
their attachment to agricultunal departments or
institutions. This minprity would be suff1c1ent
‘to keep the Conference informed on all technlcal
expert questions., oUButiif the ‘Conférence is -
conceived, as it should es ‘as the first in a chain .
whose combined findi ill secure redress for the
ecanaman maldd#ustme:g& from which the world was

—dw
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ential that the majority should
roadgecongmic issues, and

¥, by grinding the axe of a

£ foodstuffs, . ,
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th Qéfta

suffering’ in:1918-1939, it is esf
be primarily cdncerned with the
not, consciously 'or unconscious
particular foodstuff- é¥ group

ncerned for the moment
ith the nerve of our-

with the way %t .is to be Mdiyessdd, ' ,
verngeneral>points:—

own thinking about it. 41 \¥egin -
Al WL&O /b [ . R L et

14, What should our polic bgg' T

ST e (1) It is in our interest as an importer that food
Lo s o ' production .in the wepld should be encouraged and
nd g 24 incresgsed. The more food there is the cheaper ws
‘ are lilkely to get it, whatever the manoeuvres of
producers. B

(i1) It is-in our interest that more people-in the less
dgveloped countries should find food production
profitable. Otherwise the tempo ©of ‘industrialisation
in ithose countries will be increased. -

(iii) It is in our interest that as much foriegn ‘investment as
possible should go to improving methods of producing
food (and raw materials). The more that goes that
way the less there will be to spare for industrialisation.
The alternative that it should not go at all is not to
our advantage, since, if countries tending to
favourable balances (and nothing we can devise will
stop thir so tending) do not invest the balance abroad,
the rest of the world is plunged into deflation and
protectionism, both of which &re unfavourable 1o us.

IfTWé{Have these three idéas_firmly in mind, we may
work things round to our advantage at a Nutrition
Conference in & way that we could under no other

. title. ‘ , ,
o M fetowiyi s Ma sholebon o falic, el wi chowtd sFon ho oo
" ri oy : B —it—would be—sta $ -
o RS S . -
& (1) We want first to establish dietetic deficiencies on a

scientific basis, and to compare these in quantitative
terms with the food output potential of the world as
it is at present organisedv: ' We make a preliminary
case that there is a big deficiency. The details "
of this would be worked out by an expert Committee
‘after adjournment of the Conference.

(1 It is presumably mot a sound policy to make charity the
basis of a.long-rangé economic plan. Now the -
populationsiseriouSIyédeficient in nut*ition are so
because of their low productivity. Therefore if ‘
their condition is to be improved otherwise than by
perpetual charity this can only be done by inecreasing .
their efficiency. (Charity is of course not miled - out
as an exceptional post-war measure and on special
occasions from time to time, e.g. in the event of an

. exceptionally bad crop in a certain region). - "Efficiency
can be increased Dby instruction and capitalization.
(i1i) Now the essential point is that' the Ffact of a
deficient global world supply: -of food, particularly
protective food, must be married to the fact that

5w




the position of the peoples suffering most from
deficiency can only be improved if their
efficiency is raised.. It is mainly their higher
efficiency which must £ill the gap. ﬁ;;ythink

 this p;ght ig implicity in MgeDougall' o
memdrapfum: / it Avould/be fof our delegates to
lay the gpéategt poséible stress upon it).

~ (iv) The new feature in the situation is that we hope
o by our ipternational machinery bto canalize the
surplus savings of rich countries and make them
‘available at low interest rates for improving
agriculture in ‘the backward countries. We
ghould not think of this merely in terms’ of
changing the crops and methods, but also of
bringing new land under cultivation and re-
c¢laiming land that has been spoilte I understand
that big money could be used profitably in re-
. ¢lamation,re-afforestation to restore humidity,
and irrigation. From our point of view the
bigger the money the better, If this prineiple
is agreed on at the first session, an expert
committee should be: set up to make the
quantit~tiive estimates. o

(v) 4And who is to provide this ocapital? Here, I
think, if it worked this out in detail, "the
conference would be going beyond its proper terms
of reference. But it would be safe and indeed
desirable for the confercnce (which should always
have its eye on broader economic problems) to
affirm that the capital should be raised not in
specified and pre-arranged proportions from the
different countries, but, through the agency of
an international institution.working on agreed
general principles, from whatever various and
changing countries proved from time to time to
have an export surplus and a volume .of surplus
saving redundant to their internal mneeds, The
provenance of the funds might thus well change
from year to year accordingN to the working of
the trade cycle and other circumstances. Power
to ‘'vary the provenance in raising funds and
adjust it so as to secure equilibrium is jus?t
‘as important in the mechanism for curing
depression, as the maintenance .of sufficient
capital outlay. It is most important that
this principle should be recognised as soon as
possible and there would be no harm whatever in
its emanating ‘from the Food Conference. '
Preparing plans for an institution to deal with
raising capital would of course be the business

2 of a different conferenci>,/ L
“_46, Next I want to pick out the ideas on which we should
lay constant stress:= L

(1) - Nutrition. © - This is a trump.card in the

' argument which we-should prize highly. We
should emphasise the objectivity of scientific
opinion on this subjects It is by that method

. that we establish that, whatever may be the case

with one or two special crops, fopd production
in the world as a whole 1s inadequate., This
does not mean that we should aim at sufficiency
in the near future. That would be a hopelessly
impracticable piefe of idealism. But we should

L .
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(1) We want to get “the whole emphasis of. the
- conference on more PRODUCTION of food; and
particularly on increasing production in ways
- thot will enable backward peoples to flnance
their own higher standards, . \

(1i1) we ought to lay great stress on the princlple of
Ny conservation and reclamation of lande I ‘

s undorstand that there are large areas of the -
world's surface whieh have been spoilt by faulty
treatment. The Americans have their domestic
.experience of this.. This is the great opening
for big money.. There must be available in
this country a great accurmulation of knowledge
among colonial experts, soil experts, plant
egologists, ete,. which should be tapped at

.‘once, 1f we mean business, and translated into

vK\\;;;;_;fvgﬂfa brief for our delegates, A pewih 4 srufhd, rolls

o raken u-»,e»r ackeenm .
pt Nexﬁ I look through the argument for danger pointsse=
‘3 (1) The mass producers mlght claim that they alone,
given the inccntlve, could f£ill the gap. I

. think we want to keep them happy (a) by pointing

- out that with an expanding world ecdnomy, they
will be able to dispose of increasing quantities
year by yeary and (b) by promising them a buffer
stock or some such arrangement to give them
greater stobility of prices and outlets within
the trade cycle.  But their potential capacity
to £ill the "gap" (if they claim to have it) is
of no use for our particular problem (a) beeause
it would not solve the problem of the standard
of living of backward peoples who at present

~eould not afford if they wished to buy their
produce; “and (b) because we have in mind
4especially the protective foods - vegetables,

- etey - for these backward peoples. The question
of protective foods would appear at several .
Places in an expanded discussion and we should
be well briefed upon ite -

(11) 1t mlght e argued that the stendard of 11v1ng !
problem should be solved by the 1ndustr1allzation
of backward peoplées, . Some sgelective -
industrialization we shall no doubt have to
allovws . This is an awkward p01nt for us and we
shall have to proceed warlly. &But it is surely
mich less awkward if our world planning ‘begins
by establishing a great defici®ney of food than
-1f- 1t cameup in any other way. We can argue

that it would be quite wrong to take people away
from their hereditary amd skilled calling, so
long as the world deficiency exists., - The primary
emphasis in, say, a ten year plan should be upon
getting thls deflclency made goods -Thereafter,

-.7—



we can conslder the doslrability of the wholcsale
transfer of people to a new(industrial) way of
life, ‘I have always felt that for a. .
confercnce which is playing with objcctive
.. selentific criteria (e.g, nutrition and soil ‘
- conservation) we ought to mébilise the expertism
of anthropologists who .would lay down’rules, most
helpful to us, about the ‘maximum rate at which
it is hecalthy to wean members of an age old ..
agricultural comuunity from agriculturél;pur@uits.

It does not seem to me-that these points are so
dangerous &s'to counterwcigh the advantages to us of opening
world planning discussions on the subject of nutritional _
deficiencics,: | “, = f“;fzﬁszgéﬂa;ﬁ
. ) o . PR AP 3 N
¢« I am afraid thot all these argunents are at a rather oo
simple 1ev§1 and of the ngture of rirst approximations only,’ ““F4“H
But I submit that thef;prov1desa sceffolding on whiclh expeorts sprcat
in the variouds topics can get to work to make o £ild brief for Ko
us, « @y T Fma
, (san & © 1, » . Wi o
ry 49, I have made no reference [to the question of agricultural
prices, trade or quotas, F-held—that WS should insist
that the conference should lay primary ‘stress on the
fundamental questions of production, conswiption and
deficicencies, and treat the quostion of trade as .
subordinate and indced only cepablc of detailed discussion
when the map of production and consumption.is fairly fully
filled in - probably aftor the adjournment, \

Of coursc it would he fatal and tantamount to sabotage
to proposc deforment of the pricc question if it was in our
minds and in.those of others that this was the main e
qucstion, Such a coursc would only be justdifiableAf we
have far-reaching constructivc proposals of the kind I have
briefly sketched out for our.main bill of fare,

/é 20« If, however, we are pressed on to the price issue, then

: we have our own cxcellent buffer stock scheme, This would
be clearly the time to bring it forward, I suggest that
we should state quite firmly and toughly that we are not
prepared to consider any form of price-fixing save if
safeguarded by a plan of the buffer stock kind, . We should
say frankly that we signed the Wheat Agreement. against our
own conviction, as a token of willingness to go-opecrats at
a time when this was the only token availablzs to us, But now
that we are coming on to the ground, of gencral settloments,
which will shape. the ¢ourse of world economics .for a number
of yesars, we can have no truck with principles which we
believe to be essentially unsound. " We should make it plain
that we could not possibly endorse any price. fixing plan
Ssave i1f safeguarded by the buffer stock prineiple) until it

s possible for other importers to be more adequately -

répresented, But we should go further, We should say that
we had not the slightest intention “of persuglding the said
importers to assént to any sqchnplan,i':And_we;should add
that, even 1if they agreed; we sliould be unwilling to do so
ourse¢lves,  On the contrary we should rescrve our frecdom
to buy in the eheaopest markeét, —4etldally we are probably

\
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in o fairly strong position, since by offering long-term .
centracts, as we could if: ariven to it, we could probably
breck any rlng supported only by prodncers

,1 ~21., The last parcgraph may sound o little truculent.: T
think it is our right and duty to be truculéent, if our buffar

stock schemne is turned down, But only would: fnis. be the
case, if we had shown our goodwill and construetive purpose
By unterlng sympathetica llJ and wholm—heartudly into far’
rcaching plans for raising weérd consumption and nutrltlonal
standards This is a great opportunity for us to show
OUPSLquS collaborutlvc—w1naud along lines that not only Wlllnot
be 1n3urlouo but should be benbf101a1 to. us, v

¥ 22. T havc urged in faégur-oﬁ—a food confcrence that @5 makes
o more propltlous opening for us than the industriclizstion of

backwurq regions, the only other topic of equal range, that,
as'Il sce it, uhC Americans eould have proposcd to inplcment

the cﬂrller scetion of srticle VITI. But this is by no mcans
the end of the matter, We—should—rot—riercly thimk—of —this-es
a-tesscer c¢vil, but. as-semethinvggood-and-necsssary, Not

only arc wc commltt :d by specoches, but we have it in our

minds that it would be a good thing for the world economy to

bec more "“expansionist" than it was in 1918-39, vat in fact

we have nothing so far on tho stocks in our proposals for
intcrnational co-oporation to make the system cxpansionist,
This is dangerous, In rmuch of our discussions about internal
rcconstruction we tend glibly to assume that the external world
will be mors buoyant, f%~&s—h&g§~t&me;f@giéfﬁiﬁ*WE‘ﬁﬂrnrd to

consider how we con meke it so,

fﬂ <%, The Clcaring Union provides e good framework within which
a more expansionist systom could opurate' but it does not
itself prov1de any expairsionist force, It is arguable that
the provision of debit quotas, when these first come into
operation - nresumably after the '"transition" period - will
gire the world cconomy an initial f£illip, 30 much may be
graonted, RBut this is the end of the mattor:; there is
nothing in the Clearing Union plan to prevent subseguent
depression, We have got to devisc methods for ploughing
the surplus savings of credit countrics into capitol outlay
in the others, If we fail we shall lapse back into
depression, as before,

BQﬁ' It is thersfore dcsirable to add to the points enuwnerated
in paragraph 16 as those on which we should lay stress, a 400
g fewpdh point, namely :

v .
(&%) Nutritional plans should be judged by their
powcr Lo make ¢he world economy "expansionisth,
amcly to give openings for profitable ca01ta1
outlay. :

This Is & rcason for urging that e majority of delegatces
should not bc food cxperts in the narrow scnsc, This should

ey

be regarded as the first wm—e—shain /0T conforencss for 7T 4

1ﬁploment1n” the idea that we want to meke the world S 'Af*%*m.}
economy cxpansicnisty indeed it would suit us 1f it turncd
I out that this was thp main method to bb used,’ This being
N " the Food Conference should be regarded as the most
R di importan% ST ERC] ekedia, and we should use our influcnco
: therefore to get SSPﬂblud at it, those on whom 1t is ‘
intended that the nmain reSponolbllluv for working out long-
ronge plens should fall,
s Ty
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25, The spirit of our #grst eply to the american Anitictive
was cxcellent. = Sccond thougZhts. scem to have been/rather
different, To pyt it bBluntly, the sccond ideo sgéms: to

have been to sscure thdt the conference should bt achieve any
concretc resultg, It/ has been suggested that £he contents

of telegrams rdlating/to such matters usuelly ge

the Ameriecans,/ If that/is so’'we shall losec
the pmericons will dg¢spdir of us as patentia ,
world planning and ¢itker be driven towards Asolationism or
acquire & sstfled habit of thinking of us ag a power.tor
be eircumvented refher than c.nsulted in-svch plans as ‘
they haye, /I ncgd hardly add that the. sympathies of the
Dominidns Wi}l bﬁ/wjth'them end not with us,

/
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Memorandum by Mr. Harrod

Secret,

The American Initistive

le Twa very serious dangers may be foreseen in connsxion
with the forthcoming food conference, namely,

(a) that we may be lad into the discussion of the terms
of trade in foodstuffs, including prices and Juotas
(on the lincs of the Jheat Agresment), in
clrcumstences unfavourablc to us owing to the abscnce
of substantial reproscntation of importing counirics
(and poseibly also owing to the cxclusion of motule
such ag the tim in which we may later have a
bargaining advantagc); orp

(r) in our endsavour to avoid commitments under (:),
that we may seem to the Americanc to *.o stor.v: Lliag
their first big essay in long-range planning, ond

hot this may strengthen the hand of their
isolationists whils making the ollaborationists
think of us zs a povwsr to be cirqumventecd rathor
than consulted, whenever poscsiblc.

e It iz thc purpose of thecc notes to summarisc the linc
of policy on which our delcgatcs should be o brisfed, which
hzs the double advantaze (1) that it arisces logically out of
the terms of rcefersncc and could be Jjustificd as cuincntly
ublic-spiritcd and humsne although not impracticzl, and
ii) that, if well-handlod, it may yicld us substantizl
advantage.

3.  With rcfercnez to 1(b) it may be useful to tzke stock

of our position in regord to long-rangc planning both to so.
if, in tho svent of this initiastive proving abortive, thirs
arc othor subjccts on which we could regain facc and rotricve
the disappointment, and 2lso to gauge how far tho Ancricanc
rcgard this confurcnce s of cocntral importance for long-
rangc plenning,

4o Thore is the Cloaring Union typc of subjcct. Now in
this we have made sxccllent progress and erc at proscnt on
vory food ground. Only = ysar asgo pcoplc herc were soying
that the Clcaring Union scheme was so Utopian that it wes
almos® embarrassing to put it forward. But now the Amoric nn
have circulated a similar schome to the United Nations,
wnich, as I grgu:d in a lctter to Lord Keyncs on 2nd inrei,
is morc favourable to ues than our own schoeme, nnd sghout wuilceh
the mein thing that con be sald in derogetion is thet tho
Amcricans cannot roazlly mean it. Now it is truc that tho.oo
arc only floating gchencs; and we do not know what will
smorge from tho droposed Confersncce But having mode suech
£ood progross it may be wisc not to press too hard for o
final deciglon ot oncse Meanwhile vie zre in a favourahle
position. 4o cun =tiach 2s a rescrvation to all conclusions on
Othur topics thot dour agrecment is subjcet to the adoption
of somc schome for intornational paymonts thet is not loss
fevourabls/



favorable to ocur intcrests (or, if we likce to put it, not

loss favorable to potentially debit countries) than gither

ur scheme or the smerican scheme as circulated. That

cannot be represented a2s unfeir to the Americans and 1t puts
us in clover. Surcly we make the ultimate adoption of one or
othcr of thc schemes or some altsrnative more probablc, irf

we now go forward and makc our agreement to various mattors

to which thc imericans may attach importance depcndent on

such adoption, rathcr than if we press for an outright
adoption nows. Thoc Amcricans mey think, probaebly rightly,

that a Cl-aring Union typec of schemc, if presentcd in
isolation teo Congress, would bz unpslatable, and arc looking
about for sonc Jam to prescent with ite. So perhaps we nocd not
rcgret that onothor topic is taken for internntional
discussion before final scttlement of the currcncy cucstion.
Furthcrmors thu Prosident, whosc political judgenent chnnot

he altogethur despiscd, may well have felt that the rarifica
ond tcechnicsl quostion of forcign exchanges was not o good
topic to which to confine the opening of internsti-ncldiscussionse

5e Thers 1s the commercisal guestion. Surely we should

not welcome a Presidentiael initistive on this topie a8 =
first item, Ve hzvs put togsther a scheme, in which cvery
section has een carefully drafted, guite properly, to suit
our particulsr int.rests. Some whittling down thorefore

in intornational discussion would be incvitable. Yot cven
on the merits of this scheme ss draftsed it is by no asans
clear t ot we ars in agrecment ourselvese Zven sudposing
that our own posltion were much happicr, thcre is & broad
argumcnt against putting forward proposals for groator
froodom of trads as the firgt item on the agenda for
internaticnal co-operation. What the netilons will want to
know is what positivc measurcs it is proposcd to takc by w7
of intcrnational co=operation to securec better world domand
and fuller cmployment. Thet is where we hops to improvs on
the proccdurc of Genovas. If wWe came forward now and told
the Unitcd Netions that our first and foremost proposal for
increasing world prosperity was Frec Trade, they would bo
gricvously dissppointed. This is not to belittlc tho
importance of Frco Tradc or to imply that it is not
emiacntly to bz desirsde But surcely the corrcct procidurc -
and this is implicd in the order of wordimg of Articls VII -
is to plan positive measurcs for raising production,
consuiption and cmployment in the world as a whole :nd

then to procccd to the quostion of reducing berricrs. With "rull
cmployment" the rosistance to tariff rcduction will bu for loss;
indecd many of the teriffs may drop like ripe fruit. Also
the tariff gquosticn will be much casicr when we arc in o
wosition to give the nationa some good news about sccurity.

6o Apart from these two guestions, the only other subjects
of equal range «re (a) the industrialization of relatively
backward countries ond (b) internstional investment

gencérally. There is danger that (b) would in proctice

bring (aj athor preningntly forwerd. 4 food confcrencc, on
thé other hend, if well handlsd, ought to rcach the conclusion
that theore is gpset scope for beneficisl internationnl
investment in food production, not only in improving mithods
tut also 1n bringing in new land and restoring lead that n-s
bson desicenteds This, though we nced not point the moral,
would automctically rcduce the volume of capitnl svail- ble for
forms of industrialization likely to- be injurious to us.

7o/



Te It avrears to foliow Trom this that we ought to tiy to
mose a success of the food conference on the right lincs, since
failurc night drive us onto topics which arc cither promaturce or
danserous. The idea of making the confercnes a succecss 1s
inconsistent with the idca of confining it to guncralitics or
nere preliminaricse. This is not to say that it whould be allowed
to branch out into morc guncral topics (exchanges, trade ote.)
nor thit the confcorcnce cun roach inal conclusions. It is
bound to adjourn whilc commnittces makce thu nceossary quantitative
vstinates to give contont and significance to the various propoeals.
But it would be dusirable that it should achicve sonie toncilblo
r.sults nointing to definite types of intcerenationcl zetion, oo
thoet the hunger of Amcricongs and othors for somcthing to bitc w o on
should he torporarily assungcd. To pgot no further than
platitudes such as that it vHopld be desivable for pcoplc to Lo
better fed and thot sover.vients should be urcced to roisc stond ois
of living, would bring the Ancricrn initictive to ridicule.

8. A survey of alternatives also suprcests that the Presidlont
ney hove deliboerately choscn this topie os the best woy of
trking the nlunge into long-ronge planning. There is no dount
ooaifferenee of nentol hobit botween oursclves and the Ancricnns,
YIe should bo more ineclinced first to discuss in abstroct toers thoe
general nrincinlos which should govern intcernationsl invostiient,
They scon disposcd to <o giraisht to concrcte instances - food,
neteriales, tronsport cte. But, of coursc, onc can always
introducs the goncral princinlcs as and whon they arc rcelovant,
onc should rcach the same rusult in cither woy: the nethod of
approach is a guestion of tistec, un ccndemic question, obout
which we con defer to the Ancricans, ~s 1t gcoms we nust, without
any cogt sove thot of mentol vexation. What they will corileinly
not apprcciatc is the idceca that, becausc the subjcet is o conerato
onc, it is not fundai.cntol and contral and can be brushced rithor
lightly wside, and nade to wait upon the scttlement of cortoin
abstract gucstions,. “hile o concrcte subjuct is dangurous bucenuse
of thu likuly rppearance of sinister intorcsts - ane againgt thosce
wo rust naturally Lo cwost vigilont - if we trcat it ~s o pod
hereing or irrclevance, the Ancricons will nisjulzc us and rcrird
our attitude as o syviptont of congenitel obstructivencss - with vory
bad c¢ffeets on 11 futurc collboration,. After all this is thoir
first atteompt, and it is only hunan that they should want it to e
Qo SUCCCSS.

9. But to enfciunrd oursclves and idnindisc the langser of
sinistcr intcrests, woe ~ro surcly ontitled to urge - and thig,
if donc, nust clearly be donc quickly - that the najority of
delepates should not have o professionnl intcrcest in food
questions, G.ge Dy their attachiiont to agricultural dopertuonts
or institutions, bHut should be coimetent to consider the
c¢ff'cet of various mceasurcs on the world ccononic systcen s
a wholao. The ninority »f food cxperts should e sufficicnt
to keep the confercnce inforncd on tochnicnl quistions,. IT thoe
conference is conceived, os it should be, as onc in a chain
vhose cortbines findingg will sccecurc redrcess from the
ceonnimice maladjustrients from which tho world wos suffering
in 1918-39, it is csscntinl thot the najority should be
concorned with broad cconyiic and social issucs, and not,
consclously or unconsciocusly, crinding the axc of any
particular foodstuff or roup of foodstuffs.

10.



10. “hat then should our policy be? First it noy boe well
to sct out cortrin fun qrental Doints of sclf intcrcst that we
P B

should hove ot the back of our ninds to inform and ~uide dcceisions
on the variocus voints that nny nrisc:-

(1) It is in our inturcst s an inporter that food
proluction in the world should be cncourascd and
inercoscd. The norc food there is tho cheaper wo
are lixely to ¢t it, whotever the manocnvros of

DIOCRCLIS .

(ii) 1t is in our intcrcst that more people in the loss
developed countrics should ©ind food oroduction
srolitoble, Otherwisc the tenpo of industrislisation
in thosc esuntrics will be ineronscd.

in our intorcst that o8 nwach forcign investiient s

possible shoulld o to irorovings ncthods of nrocacing

200 (and row nnterials), Thc oore thot ~ocs thnt
Jay the loss there will Lo to sprrc for inlustrialis tion,
The nltorastive thnt it should not co nt 1l is not to
our ~aventare, sines, if countrics tendling to
fovourcble bolineos {(and nothing we can fovisc will
stop their 5o ton’ing) 2o not invest tho balonece abrond,
the rogt off the vorld is plungsed into deflation nd
proteetionien, Doth of which arc unfovourable to U3,

It we hove these three ideas firmly in nind, ve nay
voris thinss round to our poventooe at a Nutrition
Confercnee in o wry that we could under no other
titlc.

11. The following is the skcloton of »olicy which we shoull
strive to mnke the conforcnco accenty - ‘

(1) ¢ want first to cstablish dictoetic Gcficicneics on o
scicntific Dosis, ~nd to coripare these in quantit..tive
tornis with the food outnut potentianl of the world s
it is =t presont orsrniscad. Je nake o preliaincory
casce that thorc is o birs Ce¢ficiency. The details
oI this woull Lo w rkced out by on cxpert Committec
aftor adjourniient -f the Conforchnec.

(11) It is proesusnbly not o sound Doliey to nake charity tho
busis of  long-ran~¢ ceononic plan, Now the
populations soriously leficiocnt in nutrition -ro 50
buenuse of their 1w Droductivity. Thercfore if
their condition is to e irgproved otherwisc than by
perpetunl chirity this ean only e donc by inerosing
their cfficicncy., (Charity is of cuursc not ruicd out
a8 an exeo rtionel post-urnr ncosurc onG on spCcelial
occaslions Irom time to ting, c.ge in the cvent of an
cxception-lly bad crop in a curtnin rosion).
Efficicncy can be inercrocd Ly instruction ~nd
cnpitolisation,

(iidi)



(i1i)

(iv)

No

v tht cssenticl Hoint is that the fret of o
Geficicnt ~lounl world supply of food particul rly
Srotcetive food, nust be narricd to theanct thot
the position of the ncoples suffering nost from
ceficicney con only Do irproved it their
¢fficicney is raiscd,. It is nainly their hi:hoer
cificicncy which must £i1l thc map.

The ncw fenture in the situation is that wo hopo

by our intcrnctional mechincry to canalizc the
surhlus savin~s of rich countrics and make them
syvoilable ot low intoerest rates for dmproving
arriculture in thoe baclward countrics,. e

should not thinli of this mcrcly in tcrns of
chornisings the crops oanG ncthods, but also of
brin-ins now lond under cultivation and re-
cloinine 1:nd that hos boeen gpoilt. I untoerst-nd
that Di- noncy eould Lo uscd profitably in ro-
clanction, rc-afforcstetion to restorc hunidity,
and irrisation.  From our point of vicw the
bir~er the noncy the better,. If this principlc
is arrced on ot the first scssion, an cxpurt
coryrittec should Lo sct up to nake the
quantitative cstimatoes.

who, is to provide this copital? Here, I
think, if it workcd this out in dctail, thc
confcrence would be solng beyond its proper terms
of roforcencec, But it would be safc and indecod
dusirable for the conference (which should always
hove its cyc on broader ccononic problens) to
“fPirm thnat the capital should be raiscd not in
spceificd and pre-arkanged proportions from thoe
diffecrent countrics, but, throush the ~rcney of
~n internctional institution working on agrccd
conercl prineiples, from vhatever various and
chancing countrics proved from timc to tine to
have an cxport surplus and o volumce of surplus
soving rcedundant to their internal nccds. The
provenonce of the funds misht thus well chaoangc
from ycar to ycar according to the working of
the trade ceyelc and othur circumstanccse. Power
to vary thoe orovenance in raising funds and
adjust it so as to sccurc cguilibrium is just

as importoint in the mechanism for curing
dopregsion, os the naintenance of sufficicnt
capital outlay. It ig nost inmportant that

this princinlce should e recogniscd s soon o8
nossiblc an' therc would Lo no harm whotover in
its c¢nanating from the Food Confcrcencc.
Preoaring pleons for an ingtitution to acal with
raising copital would of coursc Lo the busincss
nf o diffcerent conforenco,

12,



12, Next I want to pick out the ideas on which we should
lay constant stress:-

(i) Nutrition. This is a trump card in the argument
which we should prize highly. We should empheasise
the objectivity of scientific opinion on this
subject. It is by that method that We establish
that, whdtever may be the case with one or two
special Crops, food production in the world as
& whole is inadequste. This does not mecan thet
we should aim et sufficiency in the near future.
That would be a hopelessly 1mpract10uble plece
of idealism. But we should establish & reasonablc
target such es an approach to sufficiency ot the
rgte of 5% per annums. Some may fcel 1ncompl‘uc
confidence in the scientific criteric and belicve
thot some of the scicntists' findings &rc o llttlu
crinkye. Tut 1s it necessary to be s0 very
porticular? Thuse ideas have clearly been
proninent in discussions that have already taken
pléce. The anmericens are known to have great
respect for the latest findings of "science'.

An attitude of scepticism at this point would
be guite out of place,

(ii) We waznt to get the whole emphasis of the confererce
on more PRODUCTICN of food; and particularly on
increasing production inwys that will enable
backiard peoplss to finence their own higher
standards,.

(iii) We ought to 1lay grect ctress on the principle of
conservation and reclamation of land. I
understand that there sre large areas of the
world's surface which have been spoilt by faulty
treatment., The Americans have thelr domestic
experience of thise This is the great open*nr
for hig moneys There must be available in
tnis country a great accumulation of knowledge
among colonial experts, soil experts, plant
ecologists, etce. which should be tapped =t
once, if we mean business, &nd translated into
a brief for our delegates. This point, if
accepted, cells for rather urgent cction.

(iv) Lnother point we ought to meke play with is thad
fo.cign investment seeking high profit and brscd
on an exploitation of the native, regardless of
his social welfare, is not only contrary to the
spirit of the Atlantic Charter but also is
petering out for lack of scope. To restore
equilibrium in the balance of peyments we ncecd
to devise a new type of lending at low intercetd
retes for meking capital available to thoe small
producer, working not on plantations but snsll hol-
dings end producing largely the things he noeds
moat to roaise his tandards,,whioh in th. coming
period mey be thought of as protuctive foodstults.

13. Next I look through the “rgumcnt for danger polints:-~

(i) The mess produccrs might claoim thit they cloicy
given the incuntive, could £ill the gep. I
think we want to keep them happy (2) by pointing
it thet with an expanding world cconomy, they
will be eblc to dispos. of .increasing qucnti'i:g
yeor by year; wnd (b) by promising them a bhufler
stook



stock or some such arrangement to give them
greater stability of prices and outlets within
the trade cycle. But their potential capacity
to fill the "gap" (if they claim to have it) is
of no use for our particular problem (&) becaute
it would not solve thc¢ problem of the standard
of living of backward peoplecs who &t prescnt
could not afford if they wished to buy their
produce; and (b) because we have in mind
gspecielly the protective foods = vegetablos, ctce =
for these backvard pcoples. The gquestion of
protective foods would eppear &t several placos
in an expandcd discussion end we should be well
briefcd upon it,

(ii) It might bc srgued thet the standard of living
problem should be solved by the industricliz:tion
of buckward peoplés. Some slcetive industris-
lizetion we shall no doubt have tomtup withe This is
an awkward point for us and we shall hove to
proceed worily. But it is surely much loeos
awkword 1f our world planning begins by
cstohlishing & groezt doficicney of food than if 1%
came up in any other woy. We can erguc that it
would be guite wrong to take people aw.y freom thoir
hercditary and skilled calling, sc long s tho
world deficiency cxists., The primary cmphi.els in,
Soy, & ten yenr plan should be upon getting this
deficicney made gohods Thereafter, we can considor
the desirability of the wholeszle tronsfor of pooplc
to o new (industricl) way of life. I hove alwo. s
fclt thet for & conference which is ploying with
sbjective scientific criteric (e.ge nutriticn wnd
501l ernscrvation) we ~ught tc mobilise the
exXportism of anthre pL1 ygists whe would lay down
rulcs, moot helpful to us, cbhout the maximnmm rote
at which it is hoclthy to wean memeocrs of on agc
¢ld agriculturel community from cgriculturslursuivs.

It docs not seem to me that thése peints src so
dengerous o5 to countorwelgh the advantages to us ofF
opening world planning dluCUuulunS on the subject o F
nutritional deficicneics,

14. I am afreid thut o1l thése arguments ave a2t 2 rother
simple level and of thoe noture of first approximetions only;
for cxample populations doficient in nutrition belong to &
wide varicety of types, each presenting special probluiz and
requiring different mcthods. RBut I oubmlt thit tho
argument provides & scaffolding on which cxperts in tho
various toplecs can get to work to nelke o good brici for us

15. I hove node no refercnce (save in 81) to the guostion
of zgricultural prices, trade or quotas. ¢ should insist
that the conference should loy primcry stress on the
fundcnental guoestions of production, congumption and
dJef'icicneios, anc troot the gucstion of trade 29
stbordinttc and indecd only capable of cteiled discussion
wicn the map of production and consumgtlon ig faeirly fully
filled in - probebly =zfter the adjournmente

Our best method of deferring discussion on the priee
question, without laying ourselves open to eriticism for
obstructivenes, would be to have far-reaching constructive
proposals of the kind I have bricfly sketchcd out for our
main bill of fare.

16.

.



16. If, however, we are pressed on to the price issue, then
we have our own excellent buffer stock scheme. This would
be clearly the time to bring it forward. I suggest that

we should state quite firmly and toughly that we are not
prepared to consider any form of price~fixing save if
safeguarded by a2 plan of the buffer stock kind. Ye should
say frankly that we signed the Wheat Agreement against our
own conviction, as 2 token of willingness to co—-operate at

a time when this was the only token available to us. But now
that we are coming on to the ground »f general settlements,
which will shape the course of world economics for 2 number
of years, we can have ns truck with principles which we
believe to be essentially unsound. We should make it plain
that we could n»t possibly end~rse any price fixing plan
(save 1if safeguarded by the buffer stock principle) until it
i1s possible for other importers to be more adequately
represented. But we should go further. e should say that
we hnd not the slightest intentiosn -f rersuading the ea2id
importers t- assent to any such plan, And we sh»Hould add
th=t, even if thev agrecd, we should be unwilling to> d» s
ourselves. On the cwmtrary we should reserve nur freed m

t» buy in the cheapest market, Actually we 2are probably

in 2 fairly strong position, since by »ffering long-term
contracts, as we could if driven t- it, we could probably
break any ring supported only by producers.

17. The last paragraph may sound 2 little truculent. 1
think it is Hur right and duty to be truculent, if our buffer
stock scheme ieg turned down. But only would this be the
case, 1f we had shown sur grodwill and constructive purp:se
by entering sympathetically and whole~heartedly int» far
reaching plans for paising world consumption and nutritional
standards. This is a great opportunity for us t> show
ourselves collabosrative-minded 2long lines that not only will
not be injuri-us but should be beneficial t- uo.

18, I have urged in regard t» the food conference that it
mikes a2 more propitiosus opening for us than the industrialization
of backward regions, the snly sther topic of equal range, that,
28 I see 1t, the Americans could have proposead to implement

the earlier sectinn »f Article VII. But this is by no mzans
the end »f the matter. N»t only are we committed by speeches,
but we have it in our minds that it would be a gi>d thing for
the world economy to be more "expansionist" than it was in
1918-39, Yet in fact we have nothing s» far on the stickes in
our proposals for international co-speration to make the system
expansionist. This is dangerousi In much »f »ur AliscussiHnsg
about intern2l reconstruction we ten? glibly t» assume that the
external world will be more busyant. Sooner or later we must
turn t> consider how we cin moke it so.

19. The Clearing Union provides a g»>d framewonrk within which
a more expansionist system could sperate; but it does not
1tself provide =any expansisnist force. It.1ls arguable that
the provisisn »f debit quotas, when these first come into
operation - presumably after the "transition'™ perindl - will
give the world economv an initial rillip. §9 much may be
granted, But this is the en? >f the matter; there is

nothing/



nothing in the-:Clearing Union plan t> prevent subsequent.
depression. We have got to devise methods for ploughing
the surplus savings »f credit countries into capital outlay
in the nthers. If we fail we shall lapse back into
lepressiosn, as before.

20. It is therefore desirable to ad’ to the points enumerated
in paragraph 16 as those on which we should lay stress, =
fifth point, namely

(v) Nutritional plans shoull be julgel by thelir
power to make the world econimy "egxpansionist",
nanely t3 give openings for profitable crpital
c>utlay.

This is a reason for urging that a majority »f ielegntes
should not be £ experts in the nwrrow sense. This shoul
be regardecd as the first ~f a2 number »f conferences for
implementing the iden that we want to rinke the world ec nomy
expansiconist; indee? it woul? suit us if 1t turned cut th:t
this was the main meth~>? t5 be used. This being so, the
FroY Conference shoul?l be regurded 25 the most important of
the number, and we should use ~ur influence therefHrre tH get
assembled 2t it, those on whom it is intended that the muln
reeponsibility fHr working out long-range plans should fall.



