" FORTHCOMING CONVERSATION WITH THE
UNITED STATES ON ECONOMIC GUESTIONSs

1. -~ The primary purpose of the forthcomlng conVersations |
with the.United States is to reach mutual understanding

and discover a ba51s of oommon oplnlon. ~ If we failed in
this, if we parted company with feellngs of sﬁSpicion, and

’ without having made progress towards the definition of a
joint policy, the. dlsaster for us would be especially severes
Various alternatives are open povthevﬁmerlcans; but our,
plight Will,certain;y be 1uckless.and forlorn if we have to
conduct our ‘business after the:waf'ih the face of an
un-cooperative and poeeibljieveh hos t1le@hérioas

2e ~Alongside this primary ﬁurbbse'must be set what is no
less important, the preservatlon and furtherance of aur own
vital interestse It would be al ogether premature to assert
that there need be any confllct be%ween these two major
purposes. i On the other hand ¢t 1s ev;dent that the order and
“emphasis. which we use in settlﬁg out matters touching ourxr
‘vital interests may greatly afiect our siccess in dispelling
suspicion and reaching mutualbnrderstandlng. The whole
scope: of our agenda should be examlned from this- point of
view and the order and empha31s pﬂescrlbed in - advance,:

e We have to recognlze that taere is some leeway . to
make Upe Some suspicion already 8X¢StSo‘ Lord Halifax

has frequently warned'us; and we know i% ,aependently.

The delay in signing the maiosl AiA Asreement and the

haggle ever wheat have noﬁ helped. Whatkis the nature

of the suspicion? It is the fear that we may be too
small-minded, narrewly self-intereéted‘and parochial in

our outlook to be an easy parfherrin untried enterprises.
Isolationist opinion is strong in America’and there may

well“be a reaction to it when the war is ever. Those of



them who want to adopt a mere responsible and ambitious
policy in World affairsenust.therefore be sureithat they
are oun. flnn ground, that their would-be partner is truly
llke—mlnded, can appreclate thelr dlfflcultles at home,

and will not in. some crucial issue stand son na rrow
ground and tw1st matters to her private advantage. Our
American frrends oannot run the risk of belng branded and
pilloried in their own country as having been‘"had for mugs%
4. All this_makes for awkwardness. A4 great natlon does
not like to be put in the dock, to be tested and trled for
its integrity, especially if that nation be one Whlch has'
a certain tendeney ~ such is our historic reputatlon -:U?t'sf
towards self-rlghteousness. That reputatlon may yet

stand us in good stead. I do not belleve that in order

to meet American suspicion we have elther to abate our
demands arising from broad con31derat10ns of'self-

1nterest nor yet to make proposals, by way of gesture or t
token, in which we do not whole-heartedly belleve. Rather
-1t is a gquestion of sorting out our own 1deas, w1th a

view to determining the proper order and empha31s. Progress
has already been made; the important document entltled
External Monetary and Economic Pollcy is a valuableiu
contrlbutlon.- But I think further progress 1s stlll
possible. ’

5. ,.One of our vital interests is the maintenance of-our
balance of trade after the war. This has bulked large in
the discussions among ourselves. And rightly. We are
entitled to conpideration in‘this matter. It would be a
poor return for our mighty effort in the common cause to

be, jostled out of our foreign markets and deprived of the

means of paying for the imports which are so essential to us.



We are entitled to a margin over'éna:above what is barely
neecessary. We: canmot :expeet and should not des1re an
absolute guarantee of markets, for that would remove the
jspur to exertion and might. usher us in to a phaae of lethargy
and deecline: But we 4o need and mist claim a reasonable
opportunity. -

Ge But this, though essent1al,$;hou1d not be the limit of
our ambltion, aaAfgcr_a;l,_pefore the war our - trade wag in
balance}”~but”weawer¢;by no méans satisfied with our-;
condition, Our export tpade’was‘subject to great
fluctuation; we-suffgpqufrom Sévere unemployment;
successive setbacks .in other countries made us" altogether
nervous about the futu;e&;lthe expansion of world trade ..*¢
which had proceeded for a ééntury seemed to have encountered
some new and obstinate forces of resistance.’ ““It.should be
part of our programme to overcome these forces and set the
world eeonomy on a better foqting.

7. This world~wide economioc éisorder is a cause: of oconcern
to the Americans as well as to aurselves, while our balance
of trade is a private problem. It is evident,. therefore,
that in conversations intended to elicit a common.point of
view we should begin with the subject that affects the vital
interests of both countries and postpone the subject that

is private to ourselves. }Happilyifhié'nwder of procedure
is already sanctioned by the Aﬁéficéﬁﬁ“themselves; for in
the wording of Article VII of the Mutual Aid Agreement,
which can be- taken as the basis of aiSCussion, "action ..
directed to the expansion .; of productioh, employment, and
the exchange énd”oonsumptlon of goods" comes before the
reference to the “el;mingtion .. of diféffminatory treatment

in intérnational~°°mm$r96’?rt'



8. Furthennore until we have considered and agreed

togetber about what action 1is requlred and what action is

L.—

prapi@mable to secure "expawdion" and have made a rough

§ sketch of how the world economy will appear when that action

. has been taken, it is 1mpossib1e-to form a judgement, that is

worth anything, about how our balance of trade is likely to

il

nhstand, or what spec1di safeguards we may regiire in the

_}ong run. - Therefore to raise this question at an early

stage would not only show an unseemly sgoism, thus confirming

Americanisuspicions, but would alsd iay us open to the charge

.. 9of not taking the larger projects seriously at alls It
“ wgglg;imply that we do not really believe that the larger
,_g;ejects will make any differences

;inﬁirb; Again, when we do ultimately‘seﬁe round to our

balagee;nfiﬁfade, we may find it “cbrvenient, though this

eannot yet be foreseen clearly, to raise i1t not as a private
issue, but as part of the more general problem of what
safeguards are needed for any country which has to import a
large part of her necessaries of Tife, If it seems that
liberty must*beialiowed for countries‘so placed to retain
certain safeguards, the prlnciple will apply to us
automaticallye. That may prove a Tedd 1nV1dious way of
reaching the d631red conclu31on.

10. There are varlous methods of safeguardlng the balance of
trade position, e.g. bJ an agreed zoning of export markets,

by an ggreed speciallzation on oertain types of commodlty etce
One method which has recelved a good deal of attentlon in our
preliminary discussions is what may most conveniently be
valled the Schachtian system of trade control. (This name is
less ambiguous than *bi—lateralism“); About this system
opinion here is dividéd, Itis now enjoying the voguc v «
“new-found weapon whichYWe are using to good effecte  But

many think it must exhaust its usefulness after a short period

=L \



and would finally injure any country which employea it for
long. Save under force or threat of force the customer .
countries would find means of escaping. the helotage thﬁt 1t
entails; and thus good eXport markets would be losts We oj '
must not llghtly repudiate the doctrine of multlulaterallsm a
which is baBSed on two and a half centuries of experiogce ,
as well as Gommon Sensce

11, It 15 aifficilt to see how the Schachtian method

could be a ingredient: of an agreed internatiional system;

and it is probably for this reason mainly that the Amoricans
very much diglike e It rivets tikade to politics aod topns
every ‘néw ‘coime reial ‘developtent into. an.aet of economlc'_ 'w
warfape.d THET DI e | S
12.13J‘“Wﬁ%fﬁé?foﬁﬁfbéianbezoﬁkﬁrade'problem willureouioo
specific treatment cannot be known until we have more_ﬂl‘

definits 1deds about mow the: weorld economlc,problems can be':

handléa. *"The Schaechtian: system is but one among varlous
poééiﬁié'méthOds'of epecific freatments Thus 1t is doubly '

far removed “FProm tholehmtters: with. whloh We should open -

a4

the convérsationdi-v It is & special case of a speclal case.

i v L
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ft ig ‘ofi¢ eiforgrrihuy wemedies,: dangerous in 1tself and of

doubtful efficacy; “Porar-illness for whlch we should now be

( I

hoping to find a prevent1t1Ve rather, than a, cure.‘. IE 1s a

U R AR
;

red fag‘ﬁo'the'Americans;". It:is. w1dely condemned 1n thls
couﬁtfyf” It would probably be- obnox1ous to our other allies
and to the  tongtiered peoplese.: We have prov1s1onally foresworn

it'ih‘tﬁé;Mutuaiiki&;Agraemqpt,5g We. should, clearly not )

Y - .
BELE

propose it fov diseyssion. .save ag a last

RS S A S G )
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desperate resourée whem @l else had falled.‘

[T R
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13, 7" But “thé dméricans may . raige . the subaect at the outset.
'kgow1ng qulté WQll ‘how such: it has. been 1n our mlnds they

may want a reacsirance that Qe hDVG genulnely repudlated 1t.
Without this, they may fecel that prolonged discussions would be

a waste of time. There can surely be no 3doubt what ous
-'5-
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answer should be. No final commitments arc possible until

‘the whole picture is filled in. They eould not expect
“a’one-sided commitment to be made in advances ~ But we should
I8y that we earnestly desire to abendon the system as soon

ms possible and that it is for us a primary purpose of the

" ‘conversations to find means of doing so with safety. To say

less Would be to commit a double howlers It would at once
remove all sense that we are standing on common ground, for

‘they will be umable %o conceive - indeed who could conceive? —

a paclflc and feftlllzlng growth of interchange among a

Sty oF natlons,’when ‘one so important member contemplates

the dée“ofudn4ﬁeighbbﬁrly‘ahd warlike tactics. And it would

" ‘confirm théir suspicion of us, since we should seem to be

un—saylng what we had so recently said in our s1gnature of

PO

the Mutal Aid Agreement.

14, 'Théré‘reméins thé question of Imperial Preference.

This has a double s1gn1flcance, as a symbol of Empire and as

Gé'method’bf ecbﬁomic’adjustmeht. We may . Wish td retain it

for | 1ts polltlcal symbollsm and our rlght to do this should

'not be foresworn or even dlscussed in conversatlons on

'"ecohomic“mettérs}'brbvfded>that'uﬁder this head we regard it
"imefely as a token and not :"aﬁmajoﬁ'ecenomie’weeﬁonj and

agrée to restrict it accordingly.

1B, "But we may also wish to retain it as a method of

* goonemic adJustment. " Under this head if must clearly be

b-isubaect to AngloaAmeeecan dlSCUSSlOH. It may ﬁfovevto be

llncons1stent n1th the plan for a general orderlng of world

affairs Whluh emerges from our conversatlons. Or, it may
happen that so%e kind of agreed zwoning of markets is

contemplated au deelweble.' In this case Imperlal Preference

X

' maylprove after all to’ flt naturally into the systems - Or

—6—
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the genordl bacﬁﬁrounc vcry brlefly; o gnd R PREN A

again, some other nuthod of zoning may seem better; in that
case we should abauion Imperial Preference as a major
economic weapon, not mefely indeference to the Americans

but beaus: from our am point of view it would then be 6tioses  One
point we must bear in mind,n Theﬁe”ie”ﬁc doubt that the idea
of a world New'beal appeals to the'Dominiens and that they
willbattach great ﬁmportlnce o our ach1ev1nﬁ close o
collqboratlon with the Americans in brlnglng 1t about.« ;They
W111 have no sympathy w1tn us if we afall to come to termse
Thus there is ‘a real danger that by being too obdurate in
defence of Imperial Prefefcnce we might lose an Emplreo

16, So much by way of negatione But wnat shouldLbe;c
the scope of our coustructive proposals? What kind of.oction
is recuired to secure an expansion’ of production and con-. .

sumption? What is to be the nature of'ﬁﬁe‘World New Deal?. .

'Certaln proposals are embodie&,;ni”Exterﬁél Moth"nyﬁndw oo

‘mconomlc-Policy‘;” beforc L comment «on* them, I w111 coneiden~

¢ );-,w

-17,f N have aIre dy referred AR thevmalulse énd doldrums

Wthh ex1sted between thc two Warse.:. (Eaéh counvrj ucUHHUWht
1tself _of:expedien ts for 1mp~ov1nc 1tE - 1nternai trade gnd, i T
employmentg But each caudt:y Found 1tself 1mpeded by shocks
anc dlsturbances ouf31dec It seemed that purely natlonal
qctlon Was - 1nsufxlclent “nu that concerted ¢ ctlon Was requireds:
But the Dolltlcal 81tuat10n did not allow the executlon Qr

even the planning of conccrted actions; - It is 1mp11ed 1n T

the Ati antic Charter ﬂnﬂ tne Ilutual Aid Agreement thqt thls,q SR

country and the Unitedl Sﬁatcs will take the lead in securlnca;fﬁn”

O MRS
P

concerted action after the wars

18, T¢ be more specific, the chara cterlstlc 0V11$ were.

T L

disorders in the monctary SJsfem shown in great fluctuutlons;,
of prlces and e ;“LL““U(U "r* thc uneven: dlstrlbutlon of gold,

lack of balance bLtwcen. ,qe, pr;cesvof primary and finished
el ' BEEE

v (t?1.j
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products, an unprecédcnted fluotuation in the valﬁme of

world output end still more of trade, lack of. 1nvestTent
opportunity; ideficient adaptablllty of industry owing to
immobility of labour, management etc.,_all this resulting in
poverty:.in the midst of plenty omd wnemployment despite
unsatisfiedfneedsa:’5I"£ﬂiﬁkyéﬁgse héqu would appeal:to-the
plain mgn, as well as"t6 the expert, as covering most of the
grounds A resolve by the two countries jointly to

grapple with each of these world problems would implement

the undertaking of the Mutual Aid Agreement to secure an
expansion of production, employement, exchange and consumptions
1% Now it is the peculiarity of these kind of problems that *
the appropriate remedies, unlike piece-meal measures of reform,i’
entail no substantial burden on the tax-payers They are to a
large degree costless or Seif—finéncing, What they do require
is planning on a world scale, and.sufficignt world prestige on
the part of those essaying to ecarry out the plan.. The British
Empire and the United States tdgethér héve sufficient prestige,
and the possibility of théiflwofking:pogéther thus presents a
unique opportunity to scotch beéeﬁtiﬁé e%ils and_open a new
chapters | e

20s Somé of these reforms could bé“éxecuted by the uni-
lateral action of the two greut powers, all the co-operation
that n@ed be dsked of other natlons belng to .refrain from
concerted sabotage. An example is an international bank, on
the lines of Mr. Keynes' “Clearing Union", to deal with monetary
disorders. Stabilisation in the prices of priary commodities
could also probably be effected unilaterally. In the case of
other problems willingness on the part of a number of counfries
to take concerted measures on advice or on the tender of a

financial inducement must be presupposed.

—R



21e I propeuse to imagine the establishment of an
institution or group of institutions responsible fow
planning, advising and executing under each of the heads
specified in paragraph 18 and. to call it the Anglo=~
American Serviccs The nature of this service will be
described more precisely below.

22 Some may h:ld that other countries should be
brousht into partnership in the Service and éiven a share
of control, uur other allies, for instance, or the allies
and neutrals, or even all nations -in the worlde This is’
a political question‘which need not be discusséd by the
economic expertse, It would be premature to discuss it
NoWe Happily there is no need to await its settloment.
The ﬂnglo-ﬁmérican prartnership should beOSfrong enoush to

make a good begirning,

23¢ In the carlier period betweennthe wars, before the
international situation had so far deteriorated, great
efforts were made uunder the auspices of the Leacue of
Nations, and otherwise, to improve economic felations,
These were meinly directed to the removalvofﬁreduct}on of
trade barriers. This is a consummation dévoutly to be
wished. At that time the efforts did not have much
suceess; and fhefe are objections to making such an
epproach the firét instalment of a new order of co=-
operation.  Countries eic ccliod +~ take down the defences
in which they have trusted, to remove protection, fo Uity
mine certain structures and throw certain workers ouf of
employmentsl . They are urged on by the philoséphical and
indeéd-unimpeachgble argument that in théulong ran they
will begre-couped and more than ‘re-couped for their losses
by the risins ticde of world demand. The argument is
corréct, but ' ncomfcertable and aus tere. It would make

an unhappy incgural address to the new comity of nationse.

~Om



24, Purthermore it is widely and correctly held that thev
removal of barriers by itéeif ismnot enough, It needs to be
supplemented by the constructive tasks of the Anglo-American
Service, It would be wise therefore to make an announcement
of the service the first instalmept in the progranme of reforms
25 If these views are correct, our proper course in the
Conversations is clearly indicated. We should press hard for
the Anglo-Amegican Service; that is for a number of reforms
whieh I have grouped together under this titlee We could do
80 with dignity and, I hope, coavictions The fears and
suspicions that our poiﬂt of view is toosclf-cehtred would be
dispelleds - Indeed if we are forthcoming and even rather bold
~in our proposals we might make the Americans take the role of
cautiods critic. | Tﬂat‘would be o ‘immense advantase to us;

when two parties are seeking accord it is the critic who has

- the more uncomfortable and thereby weaker position; we should

ij‘put ourselves right with the Dohinidns; and we should greatly

'1“strengthen our case in demaﬁdina special safeguards, if that
proved-necessary at a 1aterlstaveg

- 366 . . Qplnlons no dsubt dlffer in America, as elsewhere, The
-State Department may lay creater emphasis on free trade,
~representative New Dealers on more positive and constructive
measures, We should of.course be most "receptive" to proposals
for freeing trade and will hear with interest what tariff
coneessions on the American side are thought feasible,

276 Anxiety has been expressed lest we proceed some way on

the path of reclprocal con06331onsand then find our plans brought
to nought by, Amerlcan unw1111ngness to implement them, owing, for
instance, to a change »f Admiriectro+im theres By making the
concessions mutually dependent, we should avoid.all risks of
suffemwing actual injury. 3ut still, we do not wish t0 be

‘left with all our plans in the aire The danger is greatest

in the case of tariff concessions; and we should put & curb

upon our hopess The danger is less in the case of the Anglo=

-10--



Amerjecan Service, and this is a further reason for
presaing it strongly. It ought to be poszible to arrange
that the Service should impose no substantial burden on:
the Americén tax~-payer, nor interfere with his liberties
and privileges, unor raise party issuesg It would be a
very drastic measure for a new Administration to dissolve
Anglo-ﬂmeriaan institutions already .in beging; and it
~should be possible to bring them into being within the
certain life-~time of the present Administration,

,_?8f_,  4};“tQ¢se arguments in favour of the Service
wpuld_hgvg been valid and cogent had such .an opportunity
fog‘Agg%Qzﬁmepican leadership occurred before the war,, -
qu;avnqugpavity has. been a-dded to thems, . The word hasg:
gone ,O.vut,:.ﬁhat "this must. never happen again", - That word
mist be. fulfilleds . The horrific.possibilities of the -
most_mpdern sc;encémahoqlq,make‘our resolution as grim as
deathe : R S R

2% . But how is. the word to be fulfilled?  Anglo-

MiAmefiéan-accord.must be maintained in_the“fage;of;the,f?“
:tremendous tendency in human nature,toffratepna; bickering.

Responsibilities and burdens must be~undértaken by the -

| two peoples,  Will their legislatures be willing o go. .
far enough? = Policing must entail interference with

- national sovereignties. - Will there be general consent
. to this? Shall we have the vital energey to make it
permanently effective in the absence of consent?

BQ, This world responsibility has its economie sides

'Paradoxicallyg.put:pappily, the task of economic
surveilléncc se far from adding to our burdens should
make the political tasks easier, The economic Service
is twice blest; it should benefit the prowers undertaking
it as well as -he other nations, If the same powers
which take the lead in enforcing an unwelcome policing
Giscipline ar. seen to be responsible for immédiate and

tangible economic “enefits, the discipline may be
P

R



more readily accepteds. Policing must 1h;olve some inter-
“férence with smverelanty, .the . eoonamlcréerflcemneed noti
And onoubriside if what. the 1eﬁlslatures have to vote in
setting ¥p -the Service: involves no subatantlal burden on
“gonEtituents and may Je.shown to be of areat advantaﬁe, they
“should dovse without. demaps. . But haV1ny bullt one part of
a fabric of Anglo-Aimerican . condomlnulm —“ene thls ecanomlc
part can‘be..done during the war - they may the more eq31ly
be led-along to endorsing doint enternrlses that are not
86 painless. - Again, the economlo SGPVlce woule prov1de
practice anc experience in co-~operations We alreaay have
“oioﬁération»in‘Wer; - 1f: to that s adJe( the beainnlnv of

CO~OpGPQthn A the gconomic tasks of peace, the flnal step

o JOlntrpeece—tlme policing: should not bo 50 dlfflcult.

"31s © I'must now repurn . to. the prowosals of "External

Monetary and Economie Pollcy . How far do these go in

‘giving body to the idea of ;an Ancloquerlcan Serv1ce and
in covering the problems specified. 1n paraaraph 18 above?
Do they deal with the -whole agenda constltuted by Artlcle
VII of the Mutual Aid Agreement?.

- ags " The two principal proposals. on our 81de are (1) the

wCltaring Union™ put. forward by Mr._Keynes and (11) the plan,

.referred ‘60 in paragraph 18 butrpt yet set out, for "steadying

the “griées- of primary ‘products. .and the holulng of buffer stocks",

" There' are references. to expected Amerlcan pr0posals. And there

i a “Plidimentary sketch:in Appendix III (me auctore, this
Cescrlptlen involves no breach of manners) of an Anvlo—American
1nvestment ‘board;: it is not clear, howevef,rif Mlnlsters are
asked to give thisAplan?theiy;bleselnw9w‘ Promlnence is also
given to the proposal that..capital moveﬁents ought to be

restricted; but this belongs to a different category (see

Annex I to these notes)e
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5 3e The two major prop-sals are adyirable in conceptione
4dlone they arc =not sufficient Lo complete my idca of an
”Anglo-American Jervice, Nor 4o they cover the whole
Agenda of Articii VII. There is a tendency to waitand
see what the Americans will put forwards This casts us
for the role of critic which, in my judgmeﬂt, is
injudiciouse. Moreover thec Americans.may be hatching
plans to which we are bound to objects We shall be in a
very weak position if we have not an ample reserve of
counter-proposalss It is too late now to work out any-
thing fresh in detail; but I think that there is a way

in which this difficulty nmay be overcome,

- B4, If the %wo major proposals vere nut forward in
isolation, tnere is i cne danger that they might »e mis-
construed, The Americens xnow that we are worried about
our balance of trade and that we arc reluctant to pay what
they regard as a proper price for whecat.

M.zht not *ﬁh‘iﬁofiﬁgﬁb §hiﬂk‘th&$ we o wre sEL1E

thinking moze of oar privetc and. perhuaps poehty

interests than of the world‘balance, that the Clearing
Union is merely putting a gfahéose international facade
onto the request for a litile aredit and that the
elaborate interuational - wmodity scheme 1is but a ruse for
shuffling our of our wheat commitment and avoiding a fair
deal on cotton? I think shat both schemes are
intrinsically just ardnecsssary, and that the suspioi~l.
may be obviated if they are put forward in the right order
cnd with thﬂbvﬁﬁht ermibosin,

35, One principal purpose of the Clearing Union is to

resulate the rciotions betwasen creditor and debtor countriess
This badly needs d-ing, To make the Union an efficient

instrument for thils purpos: the bracketted altcrative under

85(4}c should be made inding and brought into full promin-

.i

5

&

ence; - I have ~wplainca this in Annex IT %o thest

-

; for world

1’ - - ) T
notes,” ~ Essuntial though this regulation is

e e -

I understand that
my amendmcente

1o

B

chere is no objectlion in principle to
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order, yet it must be admitted that it bears intimately

on our self-regarding anxicties and to that extent provides

a bad introduction to the discussions,.

36, But there ig another aspect 6f the Clearing Unione

It is a bank, 4As such it will have resources, As the

world central bank it should have great resources. And

thus it may give financial support, indeed may be regarded

as the financial corner stone, for the conseries of functions
which together make up the Anclo~imerican Service, This
point is taken in paragraph 15 of the Memoranduii I should
mlay the greatest emphasis upon it. It Jjustifies the attention
| which haévbeen given to this particular scheme and the detail
in which it has been worked oute fifter all we have not had
much time to breparc for these conversations; we are pre-
occupied with the war effort;  we cannct be'expected to come
with cut and driéd schemes covering a vast fields But because
this particular scheme is the cornier stone of the whole we have
'felt it necessary to lavish more thought upon it. Ancdfor the
same reason we suggest ﬁhat it be given priority in the
discussion. From this point of view I could wish that it
were called é.Bank rafher than a Zurroncy Union or a Clearing
Union; a Clearing Unibn suggests a mere channel; a Bank has

the wherewithall to make aivance53

l’If the Clearing Union confines itself
to Clearing, it would have its liabilities
\credits) backed to the cxtent of 100%
by asscts of perfect iiquidity; for it is
only c¢blimed to convert bancor into the
currcncics of cther couniriese But this
backin - iz unnecessarily larsca It should
thersicrc be able to make advances on a
cmsilcrable scales

~14
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. .on,both sides of the Atlantie;. mgpyirreTAnalc gl

37 The Memcrandum introduces its plan for commodity
resulation (paragreph 18)by referring to the American
Administration's pre~occupation with this subjecte It

is certainly wise to have counter proposals ready; and

~we may edmit among ourselves that we fgar.furthen

American price. raising plans. - But this-should.not be

our main motiye, . esoteric or publico- Whether we 1look

-~,¢'q§;ﬁrtiqle VII or paragraph 18 of these nptes, it is.
J;%$§§9E§1t??t the Trade Cycle shongLbe a,-dominant, theme
mqur‘ digeusslons;... 1t affects a1l oupr, planS.:se-dn my

._,view_xedpctionsin_thengcellg@;gpﬂpﬁxfanmgpriqes;and

incomes,would be the most effectiye. s ingle measure for

e §

. mlt igating th‘is » C‘;”‘-’.’*‘%“'{: oo RIS S S .o

 38s - - Qpnquest.of”the TradeaCyclgzis_a,well—worn:subject

fortheoming, with regard:to 1te;..:Buf in-so far as- they

- Bre connected-with public works and .public,finance,
+-8pecific remedics cannot-be suggested Without,a~prior
aﬂﬁig;;f spugy;of the -special cqnditions in -each.separate .countrys,
”ahgﬁpheyAwillgdepen&.ogqthe_collaboration of each countrye
-But. the regulgtion of primary cpmmodity prices may be

... applied yniformly on a world scale by the unilateral

-agtion of the British Empire.and-United Statess: I suggest

that the Trade Cycic should be given high priority in the

..arder ~f “ficwcolion; o and that.great emphasis sheuld be
“lg;gggg;the;eligibility of, -the - commodity. scheme for carly
. -execution as .papt. of: " bhe: Serwices .

3% . ;,Thu&;thag@marqggooaﬁgrgunds for giving priority

ana_emphasis,poigyprtwo3§Qhemes,.to‘the Clearing Union

because it-is the gorner stene, pnd . to commodi taksde:

<. regulation beeomeg this is: the biggest gingle: remedy for
. the Trade. Cycle: that can be :applied by unilateral actions

.- But the GﬁSQ%Will,only be convincing if we seem to mean

I SICRTIE s
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business in regard to the wholc range of problems, and we
coPtainly shall not’ seem to meap business if we treat these
-$wo schemes as a sufficient ooﬁfribﬂtion to their solutions
A0} But if we have not any other schemes? We need not
apologisce The plain fact is that it is impossible to go
‘much further by means of abstract mchemes. We must. revert
to ‘economic geogfaphy:‘ The special problems of each sub-~
. -continent and country must be considered in turne

41, I therefore propose that we should urge the Americans
- .to agree to set up‘Joint Committecs with us td‘rc?ort back
on the main lines of future developments required in each
region, This cannot be done in detail, of coubse,“during
' the ware More profound study must be left to the World
Resources Survey of Messrse Hansen and Gulicke But rough
approximations are poSsible. We want to get a preliminary
sketch of the kind ahd'Scope of assistance whieh the ingloe
American Serviee may be able to pivee Rougﬁ'quantities are
sufficient but we A want some quantities. Incicdentally
these Joint Committecs would bring Anglo-iAmerican co-operation
into being at once. | |

42, The committces must consist of men with first hand
- knowledge of the ‘regions. They should be weighted in favour
of those who have administrative and scientifie interests
apeinst what may be called the prospector interests  The
Anglo—~American Service‘will be interested in weclfare and
- shum  cxploitation. Bach committce should have a pure
eeonomist and a~pure“sfétistician, who need know nothing of
. 1oeal needs, to keep an eye on the relevamac of plans and
projects to the general worldnlance and to the problems

referred to in paragraph 18 of these notes.

43, The scheme for an Anslo-American board (dAppendix III of
the Memorandum) is largely a paper constitution and should be

regarded as illustrative rather than definitives It may be



considered in conncxion with the proposals of Messrse
DL i

Hansen and Gulick. Parasraph 22 of thé Memorandum
‘rcferé:to "severely practical cdifficutties", This is
ho coubt, JuSt‘. but we must escheW'pessimlsm» For this

is preclsely the p01nt on which we.imist show the greatest

-eetormlnatiqn. ~Some institution of-this king is
ihdiebehsable-if we are. to exercisé’dfébh%rgfiihg
influonce on the Balance of the worldﬁ5%o%%m§i 4ana I
have ﬁo}doubt that if plans- for Gebhbmic eurveillance
fail plans for policing. will fail £60e

44, Besides a constitution,-thiéﬁapbendix setsbout
‘three;governing principles (pps 79+~ 80) For
convenlence I reproduce them heres< |

1.  The BPltlSh and Americans would w1sh to have
scrupulous regard to aspects of welfare other than
" economi ce In the case of primitive peoples care
. would be taken to avoid interfering with family,
- communal and religious practices and traditions.
It would be no part of the plan to tear village
comminities up by the roots, to proletarianise
. vast masses of nativesor create new and dangerous
" 'social problems among thems . Theré must be no
suspicion of exploitation. To safeguard the.
position the Board could set up an 1ndependent
advisory tribunal of eminent men, regardless of
nationality, who are recongised authorities on .
.this type of anthropologlcal subaect, and publish
its reportse R R

2« = The Board would take a. lorig views For many
years there has been a strong tendency towands
national autarky, This: has been due ‘to some extent

..no doubt to motives of security, but also tothe

“growing obstructions and uncertainties in inter—
national trade and t0 periodic depressionss The
better success the Board had in maintaining the
volume and balance of world trade, the less motive

" would countries have for seeking to obtain self—
sufficiencye.

Thus the Board would have regard to the most.
advantageous division of labéur in the long run and
not finance the development of industries inconsistent
with thats For instance markets must be left for
the export of manufactured goods from countries which
cannot provide their own food and raw materials.,
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3. We do not yet know whether England and Amcrica

© will ‘Fointly or severally undertake the policing of
~ . world disarmament., This if taken. seriously must
. ‘have regard not only to finished weapons but also

~ the .types. of industry readily capable of gonversion

L popr armament purposes and to the production of key
.materials in regions which cannot. be fully relied
‘on*to6 pursue a peace=loving policy. ~Before approving
any project the Board would consult. the.policing
Guthority. the.polich

I surgest -that-each of these topics shoild” be proposed by

us fbrféiséﬁésions'With strong emphasis." R '
‘45, This discussion is bound to lead %o the Guéstion how
“far, suppoéiﬁé that the greater part of world féréigﬁ
investment is cdnalised through the AnglowAméfiéaﬁJSérvice,
we oan regulate development without seeming to domineer.

It ie in the ‘6ommon intcrest that recent tendencies to
autarky should be dhecked. These have largeiﬁjﬁéen'due

to the féapvéﬁdffégt"foWar and to the fearégnq;?act ~f trade
dgbressiéthjﬁéﬁdiijiméy_qul be hoped thaﬁ'inféimore secure
and orderly Wéfl&ffhé;aétiratipns”of‘peoplés:Wiil turn in a
healthier direction,.” But it will take_timevﬁéjre-establish
confidence; . there may be an awkward intepludélﬁf It might be
wiqe:thgéﬁtémﬁlgtélahdHQVen‘té”&éfinéfén;inﬁcfiﬁ period
vipﬁﬁhiéhgé éhaiijgléyithe governessjrathéf md?éf&igorously
than we should plan to do when confidéhde}ahd éééurity were
fully re-established.. . This is clearly aniimpoiiant matter

" for disoussione .. _ . - T
46, My sccond principle concerns the ‘international division
_Qf.}db@ﬁféiL;?hisJﬁigﬁifwglifbe:fhe?b¢St place at which to
pféﬁéctUCUr éniiéty;éonde%ﬁing‘bﬁr‘béiahée'of»trédc into the
diaonssiop, 1 hope,thatuthis,may illustrate my contention
‘regg?@?ﬁéio?&én:andlaﬁﬁﬁaéigf_ :Qur5main.emphééis should be

on ﬁﬁéfgf%yiﬁy:andMQbmﬁléiiiy;éffﬁﬁéﬁqogiqﬁbroﬁlém, which is

a ‘common cauéé'of“concefnﬁéﬁtﬁfoéthéLtW87éountriés. We should
devise & logieal order for considering appropriate remedies.
Some topics arising within this order are bound to be re lated
to ouf private anxieties; then will be the opportunity to

ventilate them; until then they should be suppressed,
-1 8w



47. When it does come round to our own case, we should
be strong and insistent in our demands, The more self-
restraint we show at the outset, the greater is the reserve
of moral foree with which we arm ourselves. We should go
to these conversations as a potential joint victorious
power.planning & pax Anglo=-Saxonica and world prosperity,
and not as a mendicant, hat in hand, Then, when a point
apises touching ourselves, there will be an irresistible
tendency to give us fair, yes, and generous terms.' But

if we pay scant attention to the world problem and keep
'puttlng our dlffleultles in the forefront, we shall forfeit
the respeoct that secures prcferentlal treatment ‘and belie
the sense of respon81b111ty that deserves it

48, In paragraph 23 the Memorandum refersto +the”
probebility that the Amerlcans W111 raise: +he question of
nutritional policiess . Nothlng is said about SUp atts e,
I believe that. this is a most hopeful llne of ‘advance, . and
that we ought to be ready with proposals,'or, at worst,
counter~proposalsa | f” Ve

49, Articele VII refers to the eépensien effcbnéumption.
Well, food is the most basloe of(all forme of consumption.
50, It will probably. be agreed by both sides that if we

" are to have suecess in handiing.the‘prebiems-refErred,to

in Article VII and in paragraph lu of these notes, pump-
priming expenditure will be necessary. " This is too often
"associated exclusively with capltal construetibn; “but
there is danger of a surfeit of capital construction.

¢ think it important that the advantage of direoting pump-
priming money straight inte consumption'should be recogniseds
I‘suggest that we should propose to 1link nutritional.:
proaects with the problem of pump-primings’

51. "~ This also tles up most happily with our wish to checek ,
"the trend to autarky and unlversql industrialisation, and

to promote a healthy development among backward peoples.
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524 It also has the advantage of having a brcath of
humanity. Banks, investment boards, buffer stocks are all
extraordinarily impersonal, They also smack uncomfortably of
pluto~demoeracy and international capitalism, Let us brin{; we lfare
into the picture, Let us think of the poor and 'under-nourished.
And then let us think of cows and pigs. Let us tell the
peasants of the world that we intend to help them to earn a
better livelihood in occupations congenial to them,

53. The nutritional problem is one which must be tackled

in detail by reference to the special problems of each lcenl’ oo
Ii should thereTore be included in the terms of rcference of the
"joinﬁ comﬁittees appointed to report on desirable developments

by regions and countries,

g4, ‘-It does not appear that our machine of government is
ﬂltogether well adapted to handle the economic planning of the
world. The Board of Trade. and the Colonial Office can without
| dnubt make contrlbutions of great value., But we shall need
some furthcr organisation, -The,moment‘is'inauSpicious. Yet
the issues are so vital, and the impartance: of ‘our being as
well documented and 1nstructed as the Americahs- 56 great, that
it may seem worth whlle to draw. some few seore people from our
pool of man-power to form a. planning: bureat, The question of
mlnisterlal responslblllty should also:be- considered.

.55. I have heard the.p01nt put~that.in.*bo period
1mmed1ately after the war the ‘prevailing maladies will nos

be depr6581on,vunemploymentxand poverty in’ the midst of

- piéﬁﬁy, buf shortages of materiala,.shipping'and'man-power
and a tendency to inflation..'-Izacoeptithefpointfahd

' weloome it, | |

“56; .Tho post=war problems of'reliefgwreconstruction and
pfioritios should be tackled by,the:Anglo—Amefioan Service.
These would prov1de tasks.of a familiar kind,” -- The 1mmed1ate

post-war economics Wlll be of the same general nature as war
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esconomigs, There is adventage in the Serwvice having for

its first exercise a kind of work of which the technique

is already known, By experienee of co-operation in these

comparatively straight forWard.ﬁasks,it should.g&hlsfrengﬁhami

cohesion, and become a going concern, before it has to

tackle the new and untried solutions of the long-range

‘p characteristic modern problems of unemployment and poverty
Jin the midst of plenty,

ST This, however, is not a reason for not discussing

the longer range problems now. For it is in regard to

them that vital decisinns and commitments have to'be made,
and the war-time so]idarity of “the two. countrles offers an

:Qpportunity for reaching agreement on these matters that
may not recur, S

CEpa

58. To summarlsc, I propose‘

{1i) that the main text for . the conversations shouldbe
the words in Artiole VII relating:to the exparsion
of#productioh, employment exchange and consumption
1nterpreted in the light of the typlcal modern -
problems set out in paragraph 18 of these notes;

(11) that to deal w1th these we -should propose o
establish a permanent Anglo-American Service,. »
to full partnership in which Russia or other
_powers, ocould be admitted, as and when
convenient;

(i4i) that Mr. Keynes' Clearing Union should be put
forward and recommended primarily as the
~q5fin§nciai corner-stone of the Service;

(iv) ,t@at‘it should alsc be recommended, as a means
of dealing with the monetary side of the
general problem and particnlarly with the
relations betwecn debtor and creditor countries;
(there would be no need to refer to our own
anxieties at this point);

-1



(f) that the question ~f the Trdadé Cyclc be raised for

general. discussion at an carly stage, and that

~the: buffer sﬁéck scheme be offered as the biggest

singlenpontribution which the Service could make

to this »roblem by unilateral aotiéh; .but,that

it be recognised that this should »nly be part

of more far~re-ching plans in regard tn the

Trade Cycle;

(vi) that the necessity be urged of having some such

| institution as an Investment Board for controiling
the international fiow of capital and thereby to
some extent the difeétion of devclopment in
regiong which ﬁeed to import capital; and that
the three principlcs sct out in paragraph 44 above

be brought prominently forward for discussion in

[
Py
=Y

BT L M

this comnection;
(vii) that under the heading of the second principle
' regarding the international division of labour
the problemqu maintaining export markets for
countries Wﬁiéh have to import the necessaries
of life and raw materials be considered; and
'thgﬁ'tho désirability of such expedlents as the
zoning of markets or agreed specialisation in
certain types of crport goods be considered,
;.(viii) thatﬁthe need for preliminary realistic reports on the
B f*r,speqific‘brobléms of:sub-continents and countries
and their most advantageous trend of development
be urged;_ and that joint Anglo-American committecs
~be appointed for this purpose;
(ix) that under the head of "expansion of consumption"
we shnqld urge the importance of the Service having
a WelfareAside, not only for reasons of publicity

but also as likely to promote healthy economic
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develoements; that nutrition might well be
taken as the first branch of welfare to be
dealt with; and that welfare schemes should
be brought into relation with the problem of
pump~priming expenditure;
(x) that the Anglo-American Service be instituted
as soon as possible; and
(x1) that it be entrusted, by way of initiation, with the

tasmsof post-war rellef and reconstruction.

59. I also: ‘raise the question whether some aduition to
our maching. of government is needed to deal w1th these
vast problems.. L i o
60. I put forward these notes with dlffidencc-.ﬁf hope
that they carry the 1deas of the Memorandum a 11%t1e =
.further forward' I have at the same time the sense that
Lthey are ‘stili: very tcntatlve and prelimlnary, and that
. with further thought we should sonn ‘be. able to 1ntroduce

mach greater olarity and order into mlx!r'programme, SRR
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ANNEX I.

Control of Capital Movements, .

I cannot feel entifely sonvinoced that, the ﬁroposal
to control capital movements should ‘be: daken. Qo early in
the discussions. It appears “to ms to be.too detailed and
technical, apyhgw‘if”advanced'on the: grounds spated in the
memorandum.n_fgiw.“-m | B |

As a matter of proper order and empha51s I suggest
that the question of capital movements ought 1n ﬁhe first
instance to be oonsidered 4in the 11ght of the obscrvatlwns o
set out in paragraph 44 of these notes. | :

The exp101tation and dera01natinn of backward peoples:
the unhealthy trend to autarky:. the greation of war potential
among thé less peace-loving peoples: these are great questions
of poliey in urgent need of discussion, If it be objected
that capital secks profit and therefore any tendency of foreign
eapital to develope countries on autarkic lines must be healthy
and natural, the answer is of course that the profit may owe
its existence to protection. ¢combines plant out their
affiliates all over the world to avoid tariffs. Now it may
be less difficult to curb this tendency by controlling the
channels of foreign investment, anyhow initially, than to
persvwade countries to disrobe themselves of their protecting
garb before they have had muech time to experience the benefits
of the new systemn,

It is to be considered whether we should hope to
canalise a large part of forelgn investment or even all of
it through the Service, and whether any residuc proceeding
privately should be licensed for the nature of the investment.
This subjeot appears to be more fundamental than that of hot
money and therefore due for prior discussion. When the greater

question is settled it may be easier to decide the smaller onhee.
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_Therevare seme prima facie objecetions toc the proposal
as presented, Would not the arguments in favour of it, which
are set out in paragraphs 36-50 of the memorandum be largely
supepseded 4f the Olearing Union came into existence?
Speoulatlve movements dould be approx1mately estlmated, and
Jtheir effects would be counteracted by the automatlo

abeumulation of oredits (and” deblts). The amounts

transferred, ceuld be sbtradtsd rrom- credit and deblt accounts

when these wcre to be used as’ ériterla %@% the appllcatlon of

e
,."‘ ST I

remedies to' a lacm of balance on ouf%ent account.

¢

Furthermore, will not the more stable condltlens which
wo hope to see established after a certain lapse of time -
and that controls nust be retained for a certain period is
not in question - remove}the causes of the more vexatious

movements?

May not this proposal saveur rather strongly of the_
Sohaohthulway of . thinking? And is it not in fact. a -reli¢
of that?  Will it be easy to persuade “the - ‘Arieriocang, that 1t
is p0581ble to - establlsh regulatlon of capital dy.:the. method .
of ‘éxchange .control alone W1thout hav1ng gither:toy rest content”
with a very low level of efflciency or to “enforece-- such an o
elaborate control as to jeopardise the multilateral. system ;Vu‘

fob-ourrent transactlons by whleh they set so ‘maeh | store?

f.' .

Finally is the proposal really in“our own- interest? .

-----

that we may have: earned as much as £200‘mllllon by proflt A

etk K £ :,!‘

£,

on these’ transactions. 1n the period f§$2—19$8, -Sueh 2, .sum

wiE AT

is not to be; despised by a natlen very anx1ous about . her

I »

balance of: payments.{ _ R e
. . AL Frooo s v TS

I do not know. by what v1rtue o cunnlng Englishmen —

succeeded in inflicting such losses on fbrelgn speculators. (

Anyhow they ‘were: of. h@lp te thelr ceuntry. Tedly the%gleptey;;

=t

prising spirit to be stambed out? 5 eveﬁy?spag@ﬂog

initiative to be extinguished? Are %gﬁfeallygbgunq @93_?ﬁ5

reduce ourselves to the bread and butter level of ordinary

mortals? And why?

—OF



It is intelligible that the government of a poor

country should wish to compel her'citizens to husband their

. resources at home. But it is very paradox1cq1 for the second

‘riohest country 1n the world to do so ‘when her citizens have
recently put‘ﬂmﬂr llberty to sueh good account, '  Why should we
suspend agalnst our own interest the law that £6 him thqt ‘hath

shall be given? ' Is this the manifestation of an uncofiscicus

- LT

sulcidal 1nst1nct?

Why, even if 1t 1s deolded to omntrol 1nVestment in
Oapltal construation abroad for the larger reasons of - poliey,
-.it might stlll be possiblc, and 1n that case ‘surelv also
desirable, te leave Englishmen the means of earning some money
by speculatlon 1n'wa11 Street at their Alséhetion,-

_ The case agalnst speculative movements ig" “Ehe ‘shock
ws;ch they gave to exchanges, when these Were subgect to the
somewhat precarious methods of COhtrol'Which“were’the'best
possible in pre-war conditions, " With thé Tléaring’ Union all
that will be altered. | R

I suggest that the proposal for exchang% ‘sontrol of

-
L

PRI IRy

capital movements mlght well be adaourned. Lo Al
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S ANNEX II.

Prqposed Amendment to Clearing Union Plan,

The following note is intended to show that- the
bracketed alternative in paragraph 85(4)(C) should be
made mandatory and would then become a dominant . .
feature of the scheme.

The basic idea in the Olearing Union is simple and
of vital importance. If a nation earns credit by exporting
goods or services, she can enly use it to import goodsfnrlend.
Buu hitherto if & nation had a tendency to earn more than
she was disposed to spend in elther of these two ways, in
the process.of-adgustment she was apt to compel her
neighbours to deflateor suffer their.currencies to
depreciate - Depreciation once bcgun was apt to be
‘1rregular and excess1ve. | ’

‘ The ‘purpose of the Clearlng Unlon is to alter the
process of ;adjustment: to avoid deflatlon and secure
that any - currency depreciation 1s ordorly and no greater
than requlred +to establish equllibrium.

» In doing this it will throw 1nto limelight and
bring to the attention of nations the fact that credits
earged by exports can ornly be used for 1mports;or lendingi
abresd . The credits will take the forn of bancor accounts,
Whlch Wlll .enly be usable for the purposes for whioh -
forelgp;qurencynls required, N

‘vplf a nation does not import or lend sufficiently she
wili’see;thaﬁushevis not using her credits, They will
accumulete,;_,Debits'will also\accumulate by an equal
amount,

| If the creditor nations will not use their. creditis
for the only purposes for which they can be used, they
will have no grounds for complaint, No blame will attach
to the.dobtor countries, -



Thus the onus of righting the bal;ﬁdé is to some
extent thrown .onto the credit countfies;- vatﬁéy’dé*noﬁ~-
choose to import Qy“lgﬁalﬁére, ﬁhéir money will stand .
idle, visibly idle.

So far so good; urgﬁf:wifhdut’the.proposed;h.
amendmenththelﬁysﬁgmHWOqld not be pushed to its legical
conclusion; sag,,might soonfall £6 achiéve its purpose
altogethem: i -

If we neglect %he éltefnéiive‘offeréd~in brackets,
after credits. (and tlcreby doblts) have accumulated to a
certain amount, palﬂg and penqltles begin to be inflicted on
the debtor countrles, not merely adgustments in their rates
of exchange, WQ}ch may‘be'deéifable because. remedial, but
more drastic measurcs, /

Thus Whegkthis point is reached, thec.onus-ccaoses to
be on the cr@@ltdcbunfries.‘ But why this? The larger the
credits theyiaccumulate, the more:dog~in~thewmangenish,they
are being., Why take the onuébdff them as scon as they become
sufficiently so? For a pertain stage you tell them that they
cannot have their cake and eat it. But if they accumulate a
sufficiently big cake, do they become exempt from this law
of *nature?

| Now there is a véryvgood rcason for impesing pains and
penalties on debtors after a certain stage, It is to prevent
any- counitry or group of countrles embarking on a rake's progrcss.
The general- level of deblts dbpends on the degree of dog-ine
+he—mangsr13hness of oredlt countrlus -~ but the level of debit
of a particular country may bc due to its own uncontrolled
and profligate hebits. It may expleoit the system to.lndulge
in a career of razzleQddzzle. This must clearly be checked,
Or ‘it may be in a disastrous economic situation; this should
indeed e remedied by posiﬁiﬁe measures but cannot be allowed
to go on indefinitely at the cost of‘oﬁher?people.
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y 4

objeets of throwing the onus of using taelr credits

It is perfectly possible to combine the two

onto credit countries and of keeping a check on dcebit
countries whosc position is radically unsound, The
criterion for subjecting a dcbit country to pains and
penﬁlties should not be the.size of its debit. in relation
to its quota (which we.may cail its index of debit) but the
sime of this index of debit compared with that of the

debit countries generally,

Thus if the debits of all countries increased in
step, ncimatter how much, the onué would still be on

'éiodit'countries to right matters by buying or lending
mbre;7~but«if the index of debit of one country increased
much more than the average that would be a signal for
subjeeting it to-pains and penalties,

RN understand that there is no objection to this
proposal in pringiplg,and indeed‘the clause in brackets
bears witness to this; but it would fequiré a more
complicated formula than those given in the text; and
‘there is advantage in simpliéity.

But this amendment is so crucial‘that we should
introduce it at an early stage even at the price of a
little complexity. | . |

With the omendment, the plan prévides a radical
and permaonent cure for the disturbance caused by credit'
countries that will not buy or lend, Without the
amendment the plan may merely glve a temporary breathing
space, It moy well happen that the debit countries
gencrally will move more or less rapidly towards the
point at which their overdrsft facilities 8&re exhausted
and pains and pehalties become imminent; they would then
have to impose deflation in order to avold the pains and
penealties, In fact we éhould be back at the old state of
affairs, the Clearing Union availing nothing,

- -20-



h Y
Of course the size of -parmitted overdrafts could be1“~ .
:hpngrGSSiveiy cilarged from time to time; but such revisions
:Would undermine confidence in-the System. It is much better
to make it automatic from the beginning.
The following changes would suffice:-
Pdragraph'85(4)$v insert definitions:-~ The amount of
4 country's debit balance divided by its quota will be called
Rﬁifé'deﬁithihdek, :”Thé'amount of the debit balances of all
éoudfriéé divided by cne half of the. sum of ¢uotas of all
countrles in thé %ys+vm will be called the world debit index.
’:(The one hﬁlf comes i1 to allow for the fact that only some out
'of cll countrles Wwill be in deblt the remalnder being in credit).
ihe world deb t 1ndeujshows what may be called the average level
of 1ndcbuodness at ”uy ‘1mva | |
(a) line 2. ) Inuerf"after quota "if this couses its
debit 1ndex to 1ncreasc bj riope than tw1ce the increase in the
lworld deblt 1ndex " (Thls aaditional prov1so will not apply to
the sccond seqtence) - o
| (b) llnc 4, | Inéert after remedyn"and if this increase
Hof déblt causes its debit index to incredse by more than four
tlues the increase in the world debit index",

(e) 1ine 2, Insert in place of the words in brackets

"and six times the world's debit index®,
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