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Jear ..arrod,

Tlany taanks for your letter of aurust 14th.
You nay care to see a cony of a lLinubte which 1 dictated
some ¢ays afo on the buffer stock plan. i do not think
therc is ruclh dangcer of tlie sresident Leing taben in by
tie Jergusson note, but personally hClCOuC the idea
tiat you s..ould have a tall with hin., This will, no
doubt, make hiim even nore lilely to tuke o firm line at
the Reconstruction Committee.

James 'eade Lias sent on to me 2 cony of jour
comrients on Iiis »ronpossls Tor international comrmercial

union. You may Wossjbly carce to see tlhie enclosed cony
of ny corvients on this nlan. The redraft, which 1 lLiave

just rccelved, takes dceount of alnmost all crLuloLQIQ,

1 trink, anu, excepnt Tor some wealncsses in stvle, scens
to me an excellent document. a8 1 think leade exzﬂn*xeo
to you, the wiole idea must be kent extremely sccret Jjust
for the monent. Gtrerwise, 1ts rccention may be nuch
less favourable.

8 you are coning up to London so soon, and

Tor a weekb, would vou have lunch with me one day? 1
sucgest -u@soa", the 25th. Perhans you would 7ive e
a ring about this

Yours ever
é; y e | L’

Ty norr T -
Red Harrod, Dsq.
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INTERNATIONAL RLGULATION OF PRIILAIY 2HOLUCTS.

1. Z hope you will support the proposals in this paper
which, in ny view, make a valuable, though modest, contribution
to a sensible post-war economic order.,

2. The main points in the plan, of which unfortunately
there is no surmary.in the paper, are -

{a) The ecstablishment of an international control for
each coprodity.

{(b) The establishment of a Genersl Council 7o cormodity
controls with certain supervisory powers over tle
individual commoduity controls.

(¢) Fach control will each year fix a basic osrice for its
commodity and will be prepared to buy unlinitcd
nuantities at 105 below the basic price, anc sell
unlimited amounts at 10% above the basie price.

(d) Thus, so long as the control holds any stocks, the
price will be held within the buying and selling
points. Fluctuations will be limited to a range of
204 per annum compared with an average annual price
range of 67% in the decade before 1928 for four
representative commodities - rubber, cotton, wheat,
and lead.

(e) Long-term adjustments will be stimuiated by changes
in the basic price from year to year, which, however,
should not normally exceed 105 and, in times of .
depression, should not be allowed to exceed 5. per
annurn,

(f) “here there is an obvious surplus of a particular
comuoGity, and the price which would equilibrate
supply and deriand is hopelessly uneconorical for
producers, then a restriction scheme can be introduced
ant export quotas zlldted to producing countries.
This step, however, can only be taken after the
importing Covernments have put their point of view
to the General Council and at the sare tine all
pcssible steps have been taken to stimulate demands.
The restriction scheme must 2lsc be so arranred as to
encourage the production of low-cost, and discourage
the production of high-cost, producers. The schenes
are to be temporary only, and so long as they are in
existence, the pricc is to be allowed to fall by 2
each year,

3. The advantages of this plan are -

(a) Its beneficial effect on the trade cycle. By buying
commodities at more or less fixed prices, the controls
maintain the incomes of primary producers and so check
the vicious downward spiral of falling incomes, falling
demand, and falling incomes. Or, to put it in another
way, the purchase of stocks on such a gigantic secale
rmeans the pumping into circulation of substantial
amounts of noney.

/(b)



d

D

(b) 1t provides adequate control of restriction schemes
an¢é allows them only when adjustments are really
needed, and prevents them from tecoming rionopoly
racxets.

(c) It sets up ccotrol of primary products by an official
international body armed with strong financial power.

(d) It mipht casily develop from a trading organisation
into an internationa rlanning body.

(e} It in no way interferes with State trading by
individual countries.

(f) 1t fits in extremely well with the proposals on
commercial policy vhich 1 hope to discuss with you
shortly.

4, 1 hope you vill not be misled by the extremely
specious note by Sir Donald Fergusson, This note grossly
misrepresents the proposals in the parer, whiech certainly do
not "seek to continue the principle of unregulated production”.
Sir L.¥ergussonspreference for schemes of regulation of
production and marketing is no doubt baged on the hope that
in this way British agriculture can be maintained st a hope-
lessly uneconomic level at the expense of the British consuner
and our good relations with america.

iI.G.
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