20th Febrary, 1342.
Dear iopKing,
7

. huve been readiung thce document which you sent me with
thie greatest intereste. snd I intended to mmie & further study
of ite

You w8k if there are any points which T wish t0 raise.
oy I mmaze one point now, an’ let you know cbout any others
sresentlye.

The point I mention now is of major importance. it
concernd & metter referred for ministerial decisisne’ The ‘ssue
seens to me to be set out in a way lisule to cause misappreueasion
in the minds »f “iniaters. I reTer 10 paragrapn 247, decision
on which is reguired in 260 (v and vi)e. I appreciate that tuis
may be ue to your not having had suf’icient time to considcr the
re=-drafting required by our decision to s.gn Jonsideration, and
that you may already have {urther re-drafting in mind. But 1 2
osund to comient on the text ss 1t staaisce -

T™wo nlternctives are gugrezted, an extrene and & "middle
gourse”., (The otier extrene is presuaably cthat ta<en to have
lapsad owing to our decision to sign)e  The extreme course is
thet we should rencunce every tyyoc of state regulation of treie.
Thie apoears to me to be more than the Americans would demend or
even 7ish (Sege Subsidies). Thi otier, "tlie middle course™,
invoives pousing to give defin.te undertakings to renounce
sartisnlar exprdients. This would, I asliould judge, be unacceptadle
to the .mericans; surcly by signing Gonsiderati n we have ¢lreudy
cormmi tted ourselves to diszussing such renunciation. Letween tnis
extreae an? this "1.ddle c niraa™ there lies a lorge range of
po-ss8ibilltlies, .sway o7 which woild und ubtedly be accejtable to
e anerpilcans and g8 vae of walen would in the oninion o7 many be no
less advantageous to us than the pgroposed "middle course®, It is
wiliniin tils renge thet 1t siould be poosible o “ind something
acoe.table to both »arties. No hintd of t .1is it iven in the
drafte I e:sure you willi cgree tuut tis ught ts be stated to
“inisters in $lsin terin. :

Hir Yichard Hoping, Gelebe,
dele Treasurye




Tt s stated in 24¢ that the /mericans woull agree to the
fi:t course {though it i: not hinted th-t this = yrobably more
than they wisi: to as<) and in 250 that we should have difflceulty
about the second,  _Singe the first c-urse will rightly erto
finisters too 93%f§¥2§£§g, they will be inclined to infer that if
we dare to have anything at all feasible or reasonsble some "difficulty
is inevitable. This inference would only be valid if there were
no great intermediste range of possibilities. N7 doudbt an
intelligent ¥Minister should be sble to perceive this and propose an
amendment accordingly. Do you not think that many “inisters would
wish to vote for the intcermedislec range? ™t it 1s rather hard that
in two of the six points Tor decision arising out of & weighty
document (weighty, even when summarised!) the ‘finister should have
t> make his wem interpolation. ' '

The large size of what I call the Iintermediate range i
evident. The expedients in question are oL jectionsble in'varying
degree, esch can be treate: separately, wni there are at lesst
five ways of treating each. 1 assune that in every case
renunciation would only take efrect at tlhe end ol say, two yeurs
after the war.

l. We can andertgke to renounce ite. ' '
2. fle can underts-e to renounce it, subject to the general
) ezonomic agreement embodying certain minimum conditions
satisfactory to us.
3. #e can undertake t7 renounce it, but reserve the r.ght’
t3 resume it should our halance of payments prove
i excesslively adverse. ‘
4. fe can undertake to renounce it, but only after our
balance of payments reaches equilibrium.
R. e aan rmefuce to rensunes 1t
There is also the possibility of making the remunciation
applicable t: csrtain regions only, e.g. to members of the Clesring
Inion or to states which come up to certain standards of good
neighbourliness etc.

Surely something can be found within this range agreeable
to both parties. )

80 mic.. by way of positive proposal for amendment of the
text. o

/st



But there 8 u point asboubl procedire wai.chi 1 haoculd slgo
1.k to rulpe. The g.'erence to "difficulty” .n 25 seems to
ineiy thut we shall be engaged in the orthconin  diucussions 8 o
n,t in gquarrelling et least in hagglia: over matters affecting
e brade pelences i very :mea hose that that wiil not te s80.
 tink it woull be a most profound, indeed & disastrous, 11istake.

I thinx that we must certeinly say at the outset that,
whaatever the settlement iz, 99 iehow or other we shall nave, in
order to live, to export goods worth at leaat £1,007 milli n per
annuia; that ¥e recognise that this desends in Lart on our own
efforts, on meintaining or raisin; the effic.ency of our
»rodnction sand merzhanting and on preventing our standanrd of
living rising to- quickdy: but that in the end we shall have t-
scrutinise any settlement ‘"rom this point of views (1 hope we
shall not Bpeak of that adverse balance of 21560 milliom; it is
mcn o> eonjectural and subject to verious assumptions; and
reference to it would t» my thinking sevour ~f a. mixture of
mendiocancy and feeblenessd,,

Then having made ou- clear asirtement I thin- we should
hold our peace about it until toe end o the PPOCend NHe The
next item on the agendes s how we ar- to Pix up tae econom.o
affairs of the world,  Thin is o very creat topic and will hardly
be completed at the "irat conversations. e spe sound o need
an interval Tor further study of particuler .spects =nd for making
up our ninds on certain broad issuese. “nly when th- win
problems are settléed should we revert to the eomoaratively snll,
thmigh $9 us inmportans, matter of ou- rivate .nzome aceount ond
ma<e what reservation: and do what hagrling we reciiire.

TP this in the right procedure, »e shoald soatent
onrgelves &t the outset with the statement of our expors
requiretanta, but rmuke no reservations about the nse of "expedients”
‘0 the gonirary +e should declare & completely ooen ind ond not
rale ot the posaibility that we nizght, in ‘greement with the
Dominions waere necessary, ren nce any or sll of the e This
alone gives a chance for that comprehensive discnission for whieh
we kn>vw the Americans wish. if there tre 50 e ex 'edieits to whieh
we are an aticched toat we cannot mn e such a preliminary
self-denying hypothesis, I think "inisters “h ' @ he told very
precisely what they are snd be gss-ed to endores themoas spccific
exceptions to the ysrineinle o7 all ombracing disongsionse.
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Only ‘hen +e nave before us the broad outlines »f &n
arreed settlement o’ the world problem, can We thinie what urtaer
rrso-vvations are necessary. It will be ti:n~ enough to start our
saggliing then. ‘en we have proved to the 4ericane how far we
Lo prepered to go with then in constructive collaboration, w
shall find them mach more ready than they are now to listen ¢
plens for exceptional treataent arising oul of our speciel
2ircumstances. ’

if you agrec that thia is the right procedure, I suggent
that a paragraph should be ingserted in the document and the suwmmary
to that effect.

There is no doubt thet the world expects - and 1t i3
implied in the Atlantic Charter ~ that ve shall lmay down certain
srinciples for the conduct of world production, trade, investnent,
monetary policy and finance desipned to reseue 1L from its
orevious doldrumse. Thepe i8 no doubt that the enemy has his
tlue-prints ready £ r making things hufe- Inekily for us ithap.ens
that ne is politikcally obnoxiouse “he proples of the world lonk
to the demooratic countries to .rovide en alternative system
consistent with democreecy :nd national freedo whichshall enable
them to work eand easrn a reasonably secure livelihnod and in due
course progress to higher standerds of livings Te ¥wanow tnet the
President has thie in mind.end ia prepared for large projectse
. This is a 'ascineting and exciting and great tes- and calls for
us to put out var besie Tt would be deplorsble if in themidat
of these difficult amsd far-resching questions we should hark bhack
to our balance of ypRyMents. After all tho purnose of the
c-mverations ic to connider the broad icsmes reised in the Tharter
and ..rticle VIIe

You have not so far reproached me for spenking frankly.
I 1live in hopece



Frice iinister's
3tntistical Branch,
nfficea of the Var

Cai:inet,
Grent Gacrge ‘treet,
U. l".

10th Narch, 1942,

Dear Hoplins,

This is perhaps not relevant to your meetiing
tomorr swy, but 7 thought you might like to know what =~ hnd
in nind,

T 4o not thin: that the Amarlcan nutriition axrerts
would make Furopran pestriction guite oo nrominent ns is
- suguested in your new concluding words. .o pararaph 23, But
tt they would that is a further argument for baving counter
osals ﬂeai T have saild nothin; about coatriciion in
-v very brior draft.

I think what they have in nmind is to enc..urua;e .
the eonsumption of live-atuck produce Wy sore world wide
blue stamp rlan, to encournge 1ive-atrek nraduction ir sity,
thus d1 erting some ladbour from cereals production and to let
world oereal surrluses £i11 the mnp., This io sensible in
itselr, Aut 1t is important that the restriction, if any,
should appear at the end and not at the begimning of the
chapter, C

S84r Richard Hopkinl, GeCeBay
Treasury Chambers,



1. vhere suould be set up an International Heifare Standards
Bosrd (founder states: U.H. and Us¥oe )y and 1te f‘irst task should

be to make enquiries and plans concerning Nutritional Standards.

2 It mast be 1lsid down s & prinoiple that no unifsm
internstional standerd is po:sible; the standard of living in

each country is primariiy dependent upon ita resources and the
erfiglency of its nationsls at working them up into conuodities
sither for tiemselves or to exchange abroad. Any plian for

raising living standaerds should have as 1ts object no“ ito secure
uniformity which would be Lupracticebie but rather a proportional
improveuent upon the initial position in each of the vurious comitxiu
participating in ihe scheme.

. The work »f the Board would have two parte, naneliy,

(1) research into the present posltion, and (11) jnitiation and
superintenience oif schemes designed to improve it.

4. The Bosrd wo:ld conduct research partly by ita own steifl,
partliy throuzh approved netional bodies in each countiry where
these were availeble, and partly through approved international
resoarch institutions such as the Roakefeller Foundation. It
would be the duty of the Bosmd to engure that the seme criterias

were used by the various research bodies.

B Researeh would be concerned with (i) comsumption and
(11) supplies,

6. Comsumption. The objeot of research would be fourfold,
nemsly,

(1) to determine groups of countries, %o whioh, having regard
to climate, physical and recial characteristics, kind of
lsbour performed by the people and social, religious and
culturel standards, & ocoumon nutritionsl standard would be
appropriate;

(11) to defins the nutritional standard for essh group, having
regard to the over-riding principle mentioned in £ ebove;

(111) to determins the proportion of the population falling
short of the standard in an average of yesrs of good sad
bed trade before the war end the size of the gap;
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(iv) to determine the kind of foodstuffs best suited %o
reducing the gap at 8 minimum oost,

7. pplies. Having regard to the information provided
under & snd by the "International Resocurces Survey" to determine
to what extent, if at all, the sap could be reduced by the
redundant ocutput of worid production at its éxieting ievel; to
determine, further, having regard to the existing industry of
each oocuntry, whether the additional foodetuffs recuired could
most appropristely be produced in the countries of nced or
elsewhere; to assess what ocupital assietance, if any, would be
required to secure this further production.
8, “ach state adhering to the acheme wouid undertake to
make plans at its discretion, adepting them from time to time,
to improve the mutrition of its people, No rigid obligstion
would be imposed, but it mi ht be underetood that the approyriate
outlay by the central and/or local government authorities would
be 2. (or some hisher figure?) of its average pre-war annual
budget expenditure, But in order to secure that the undertakings
were imp.emented as & general rule the Board wouid xive a grent
in aid proportional to the expenditure aztuslly undertaken to
promote an approved ascheme,
9 The pians fai. under two heads, namely (i) those to
increase consumption and (i1i) those to increase the production
of the foodstuffs required to reduce the dietary deficiencies.
10. ~onsumption. There are various ways of assisting the
consumptiion of &dditionsl food by the needy classoes; there i
the American stamp plan; free meels may be zsiven in schools;
& particular foodstuff insufficiently consumed may be distributed
below cost or gratis. There is no reason why the various
countries should not adopt different schemes according to their
circumstances; a scheme which would sult the United Eingdom
would probeabiy not suit China.
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il. A scheme should be adopted for a limited term of yesre
oniy. It is to be hoped that the additional consumption would
in due course establish iteelf and be paid for out of the improved
earnings of citizens; the government could then sbandon the old
subsidy (if necessary, by steges) and consider a further advanoe.
12, 18 the additionsl consumption to be financed whoily or
in part by taxation or otherwise? If b, loan, how is the
{ntercat payment to be justified’
1f the mutritional plan 1is regerded as 8 pump-prining

device clearliy the whole cost should not fall upon the taX=payere
strietly the amount so borne should vary according to the phase
of the trade cycle.

Would this be & suitable opportunity to experiment with the
interest-free principle

1t would oertain.y be very popular to aniounce that each
gear sny additional iasue of currency required for circulstion
purposes would be used to provide a free distribution of or
subsidy towards some article of diet hitherto in deficient SUPPLY
or each national government iight snnounce that it wouid use new
currensy for tuis purpose up to an smount spproved for each year
and esch country by the iiorld Fconomic Board (Hansen and Gulick).

An international inducement should dbe applied. The
Jelfare Board would arrenge for a grant in aid amounting to X.
of the ocost of any scheme which it had spproved. The funds for
this might be found from the profits of the Buffer Stock sontrol,
ory 3f thess werse inadequate, by a emall levy on the sales of
all food producsts to the Control.
13. rroduction. A government implementing a given acheme
for ten years would be tble to guarentee the purchese of a given
quantity of the foodasturf for that period. This guarentee miht
alone be sufficient to bring the required production into being.
14. Alternatively, especially in backward districts, =sone

ocapital and techniesl assistance would be required.
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The capitel sssistance would follow the ordinary routine
of rubiic Works expenditure. The government would have the
option of spplying to the International Investment Board in the
ordinary way, and would adduse the approval of the \ielfare Board.
Technieal assistance would be provided by the elfare
Board.



