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I found your memorandum "Forthcoming conversation
with the United States on economic questiong" waiting
for me when I returned recently from a week's leave,
and I have reagd it with the greatest interest.

I share your general feeling of dissatisfaction
with the present position and also what is, I think,
your difficulty in getting away from sbstract
aspirations to concrete programmes.

The result of my own reflections is contained in
the short note, which I recently circulated to the
Official Committee, and of which I enclose a CODPY »

I cannot resist the feeling that our studies and those
of all other countriesg (except perhaps Russia of which
I know nothing) are much too indirect. while our
ultimate preoccupation is to get all that we want in
the way of supplies fronm overseas, we study not that
but the secondary question of how we are to pay for it.
The result is that, though what every-one really wants
is goods, what €very-one says that they want is money.
It is therefore not surprising that internationdl
money acquires so to speak a scarcity value and that
prices remain obstinately low, and markets sluggish.

I cannot help feeling that if we and every-one
else, instead of drumning into the rest of the world
how much we want to sell, tried to drum into them how
much we want to buy not only of absolute necessities
but even of complete luxuries, the picture would very
soon change.

It would, of course, be difficult to make suech a
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volte-facie in perfectly normal times; but times are not
noriaal, and at the end of the war every-one really will want
to buy so ardently that there will be no hiding their
feelings. It is true that at the beginning many countries
will not have much to pay with and that is where the
Clearing Union plan seems to me to come in so usefully, to
enable things to get started with a swing. But if the
initial dead-centre can be got over, and every-onhe can
manage to stick to the right idea that if every-one buys
they will also be able to sell, the momentum ought to
increase instead of fading away.

You will see that in my memorandum I have suggested
that the countries of the world at the Peace Conference should
in effect swap shopping lists. This may be rather a bold
idea to the timid, but it does seem to me to get the discussion
down from the abstract to the concrete. And it has one
advantage which I did not mention in the memorandum, but
which does seem to me very great. We all cherish (and sedulously
hide from our American friends) the conviction that the
country which abave all others will want to sell more than she
buys in the post-war period will be the United States of
america and that this will be the greatest single obstacle
to trade expansion after the war. She will hotly deny it,
and there will be no conceivgable means that I can see of
-bringing out the facts until we get down to the concrete
and sit her down with a pencil and piece of paner to make a
list of what she does want, or is at any rate prepared,to buy.
This also seems to me the only way of bringing her to a true
realization of the concrete obstacle which the United States
tariff presents to the doctrines set out in the Atlantie
Charter.

I do not claim that this somewhat negative virtue
is the only or the greatest virtue of my proposal, but it
should not be overlooked.
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1. an@ I dn aeco'nd to nonb “1f I'may venture so A
to. say, in my respect for the remarkable qualit;es or the
Treasury memorandum,” T sm afraid that T camnot dgree '
that it fulfils ?racﬁicalﬁy all the' reguirements implied
in the Committee’s terma of refex'ence. I cennot Voo
escape the feeling, whick is I believe shared by other“sJ
thet the Treasury memoranium falls short of our total
reguirements in two ways. In the first place it deals™®
primarily, if nct omly, with the mere strictly financial
aspects of cwrr economic policy, #md 1s, geénerally
speakirg, cabkt Iin a Tinasncial meuld. In the second -
place it makés: no attempt to deml with the ¢oncrete
problém of actual physical trade, that is the gooda whiﬁh
we want to buy and sell. t _

2. Trade is, after all, the exchange of actual
goods: - grain,. textiles iten and steel and a number of
other items, whigh, though numereus, can be logically :
classified’and enumerated. - The real ecenOmic problem -
of the post-war.world 1s how t0 prométe as great an -
increase as positble in the productivn, exchange and
céneumption” of “physionl  goodn wo-SHAL tHe standard: o o
living oft the peoples of the: world ‘may be ratsed’ and ) ‘[
closer approximation aehteveéd HBétweén whyt they receive -
and . what (on as brosld-afi interpreéiation as possible) they
require. How they are to pay for what they get, _
though' an important part of the prabldm, ‘8 only -
seconaary to iha probmem or wﬁdth&i ard hew ﬁhey aré bo
gﬁt i‘%o T ;
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3e It is in fae§¢a;oux&gumﬁmhqaogpngq;pf economic
study to-day that much mioré atténtion at any rate
in advanced countries, is Gevoted 40 gecondmry than
to primary problems. In our simpler Colonial
economics we have to devote a great deal of attention
to the simple end concrete problem how particular .
people are. to get physically enough to . keep them alive.

n the malter of. public works we tiiink only of what works are

required  in. order that.the people mmy have more of
what they need c¢ither in goods or in mervicesm, In
thia. eouniry there is nn unepoken assumption that
ahy drggyetyont through gome mesns or another (earnings,
ungarned. income, uneaployment asgistance, parish relief,
eﬁgE%%égrgoing,;oget enough to keep him alive and:
really active problems are suech things as the. .
aboligtiox.of umnemployment, that is the securing to
everyons Oof maich more- tuan the bare neeessities of:
14fe, and the initiation ef publie:works not so much
for the services which they will render, as for the
employment which they will create.

«, 4e. . War has of course, altered the situation to ,
some. extent and ever gince it started we, and.a nomber -
of ather countries, have had to.consider in detamiis'
~ what our actual physieal requirements sre.  The . .~ .
information .go. ¢ollected here and alsewnhere efferds - -
a stetistical foundation, probably never before available
- in %the hiastory.of the world .and no doubt etill requiring.
& greal deal of .«laberation fov .3 practical study-in '
~ terms of physical geods.of the post-wan economic problem.

5 '.In fget 1% would .be possible ‘for the United -

, Kingdﬂﬂaaﬁthﬂrittel¢ﬂ1§h;1&tt1Qv0P na trouble 30 compile-
a classified and itemized 1ist, showing our requirements .

over nearly the whole range of goods during the year 1942

-
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and whether they are to be met by domestic. .
production or impdért. o 'doubt ‘some minor itema of
the orsters and grouse veriety would have to be left
put, bhut a remarkable amoint.of detail would in fact'
be availgble. It would .be more Aifricult, but etill
not impogsidle, to compile :guoh & 1ist, with a certsin
mafgin of error né doubt, of our requirements for -
dome ot1é - consumption in a notional post-war year, -

or périod of two or three¢ years. The list would be,
and "could without detriment, be, less detailed e
but 1t would still be (n effeot Nomething very nedr

a cumprehensive shopping ligt for the nation,

Unfer each ftem it could be stated, at amy rate
.roughly, what proportion would be home produced snd
"What proportion imported and it could be divided
“into ‘three’ main:groups ‘ I

1. Eeeential goods (e.g. wheat)
2. Desirgble goods (e.g., oranges) = -
‘8. Acceptable goods fe.g. peaches)

Some itemsimight.appear in all three parts, eg. :
#dy 100,000 tons of rubber a yesr-might be regarded
ag-efipentf4l, another 25,000 as desirable and
another 10,000 as aceeptable. - The Yist would have
to be complled on the ‘assumption that no problem of

payﬁ&?t existed; that would come later, =
ooy 2 e ® T Al 1‘4w,': N A T 4 !: 4 v ‘:? 2, - oo f -

. +6, ' It‘would further be possible to: deviege &
-1198%, with nuch wider mapgins of error of the geods
wileh we ‘should 'be ‘williAg and: anxioue to export to
pay for these Peguirements, and to 1t would ‘have .to-
be appended a 1ist of the raw materfils which wé -
_-shoulcd have to import to manufacture t-ese exports.
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7o It can, I think, safely be¢ assumed that ..
practically every country -in -the world will tunn ap
at the peace eonferencc.- ;4fy when-they did a9, . .
they 'all had in their packet-au,a similar aet of three
Iiasts (domestie requirementa, .6xparty; offers,‘cont;nggnt

. Tequivements -£qn reeXpert), 14 would :be passible to.

get a far:elearer iden ef»the4gpnera} paqaibilitieq .
of expaniing world trade :and. genenakly pe-aking .giving
practical effect to the aspirations.stat d in the .
4th, 5th, and &th olaysss of -the :Atlantie. Charter, ...
that conlxd; be mm avatlable in a.ny otner way. -

Be:: Katurally I‘am neh 80 simple-minded ae tq
supp’stw§h¢t ‘all of shees listas -would be -egually .
valuabbe;or that ail. countries are competent. or hane st
enough to put them into really authoritative form; . but
there can hardly be any country in the world which, if
invited to state quitg freely and frankiy wnat goods it
must have, what gocds it would like to have and what
goods 1t would be quite wiliing to have, would
understate its reguirements; and if, as I suspect, the
sggregated totals of these lists, exceeded the aggregate
offers, then at any rate the discussions would start
from thespoint. of demand exseeding: supply-instead of.
from - the normal pre-war starting point of the contrary
position. Un the other hand, if in eertain - items,. as
seems very probable, sggregate. demands rell short.of sggregate
offere;, then it would .serve. as netice to the. producexs
of those goods that with the besi will in the werdd .
they could not sell ail they have got and that they
would have to-sit down and psrecel out $he markect. 30
far as raw msterials are coneerned, :400, the-information
collected would serve as-an indication of the extent..
of commodity. ‘congrol - ltkely- to- bo requiroa 1n regara
to 1ndtvidna1 coﬁﬂn&it&eo. :

'9. ’ I suggest therefore that the Committee should

consider



consider the possibility of inwiting the Board of
Trade and the other competent Departments to

compile a set of lists for the United Kingdom on the
above lines if only to see what they look like, and
of sdviging the Governmment to make it an instruction
to their representatives in the forthcoming

Ang b-American conversations that they should invite
the American Government to consider the possibility
of compiling similar lists and joining with

His Majeaty's Covernment in an invitation to the rest
of the vorld to get on wit!. the compilation of
similar lists in preparation for the peace conference,
80 that when the time comee cvery country will be
nrepared to state not only what goods it is anxious
to induce other countriec to buy (which was the
prircipal preoccupatiorn of sc many countries before the
war) but alsc the full cxtent of the gonods which it
would like to buy for ituelf, assuming that it could
find the funds to do so,

10Q. Incidentally the statements, taken together,
would alsn afford & valuable guide to the dimensions
of the financial »roblem inherent in the post-war
reorganization of world-trade,



