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Reciprooal eid
Note by the Treasury for Mre Stettin..s

1¢ The develoyment of reciprocal eld has been rather topsy=
twrevy. Negotiations in Washington on the general principles are still
not concluded = as four parties are involved they are bound to be slow =
but practice has gone for aheads There were isolated examples of
reciprooal. aid a year or more ago; but it only became a large=-scale
operation when UsSe forces started coning to this country. From
then on, we have been going full steam ahead, and in spite of the
lack of a genoral inter-Govermmental agreement we have been able
fairly successfully to settle, and even to formalise, its general
principles. TFor example, it is several months since an Army Council
Instruction, laying dovm for the benefit of the British Arvmy the
principles by which they should be gulded, was agreed between our War
Offiocc end the United States War Department.

2+ Fihancial backpgrounds Reoiprooal aid is the oounterpart of
lend~-lease, but there are soveral important reasons why the two vary
in scope and methods The First is the fact that the original reason why
lend=lease was instituted does not apply to reciprocal aid, ILend=
lease was in origin, and still is, a device to get over the Bwritish
lack of dollarse It has since been found to have many secondary
advantages, all of which also apply to reciproocal aid: it facilitates
combined procurement, it cuts down unnecessary eccounting, it is the
naturgl counterpart in the financial field of the principle of poolings
But the United States have no difficulty in obtaining sterling; on the
contrary, cach time they pay for any supply or service which might
otherwise be given as reciprocal aid, they lighten the financial
problem which Lend=Lease wos deaigned to mect,

3 Scope of reciprocal aid, This difference has led to the
exclusion from reciprocal ald, by cammon agreement, of two classes of
supplicss The first is raw materials (including foodstuffs) purchased
by the United States fram the sterling ares (other than supplies :
furnished for the use of the U.S. Forces)s This applies whether the
method of procurement is purchose by private UsSe importers or by en
agenoy of the UeSs Goverrment, The second is miscellaneous civil
supplies, which in the normal course do.not pass through Goverrmental
channels of procurement and are partly passed on by the Govermment to
rrivate personse To give them under reciprocal aid would mean an
upset of normal procedure which would only be jJustified if the prime
purpose of rcoiprocal aid were to minimise U.S, expenditure of sterling,
which it is not. ‘ :

4e Reciprocal, aid is therofore not 100% reciprocal and this
fact is recognised in the catalogue of subjeats of reciprocal ald in
the draft exchange of notese It is primarily a military and
govermmental affeir; its main field is supplies and services of all
kinds for the United States forces and shipping,.

5¢ What reciprocal ald has to oovers This leads us on to the next
big difference bebween lendmiesse and reoiprooal aids Practically
everything which we get on lend=lease is in the nature of what the Army
call a "headquarters issue", The requirements of the couhtry as a
whole for a given ocormodity » aeroplenes, steel, dried milk, office
‘machinery, whatever it may be = are ocentralised in London and forwarded
to Washington as a wholee There they are cest into 2 requisition and
filed with OLLA; and if the requisition is accepted the procuring
department places a oontract or contracts, from Washington, for the
whole requirements Everything, by its nature, is centraliseds Almost
the only cxception is shipping disbursements, which inevitably come up
piecemeal, and for them a_special procedure has had to be devised,
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6e There are similar cases under reciprocal aid teo (radialecation
aquipment, barrage balloons, etce shipped to the United States)s, But,
they are much the least important part of ite  The background of
wociprocal aid, for us and for the Dominions,is the presence, in various
parts of the Empire, of large and increasing numbers of United States troops,
whose needs we are anxious to meet as quickly as possible and with the least
possible red tape, It is reciprocal aid when we ship to the United States
the makings of a shell factoxy or when we supply the UsSe Axmy here with 80,000
standards of wood; but it is no less reoiprocal ald when scmething goes
wrong with the motor bloycle of a UsS, despatch rdder in Northern Ireland and he
drops into a British axmy workshop for a replacement parte The last example
may be trivial, but we have to cator for ewerything between the two extremes;
and our objeot is to have a system so flexible that it will apply to all oases,

7+ Procedure, The obvious need, therefore, 18 for maximun decentralie
satione  There would be infinite delay and difficulty of all demands
had to be put through a central office; there must be thousands a day, all
over the country, and indeed all over the world, since we are responsible for
reciprocal aid in the Colonies tooe Therefore we have no OLLAs  The Treasury
makes it its Job to see that the genoral principles are observedy but we
interfere as little as possible with thes practicel applicatione This is
the business of the relevant departmonts; and they 4n twn glve instructions
to the man on the spot, so that the loocal commandéxs and the local represens=
tatives of the civil departments lmow what to do and can give reciprocal
aid within the limits of their instructions without referemce to headquarterss

8e Reoiprocal aid and su . Owr guiding principle, in determining
whether 2 given supply or servicé should be given as reciprocal aid or
not, is efficiency of supply, We have as few 2 rules as possible.
Cne of them, which applies also to lendwlcase not dn question,
is that the United States Goverrmont provides the pay and alloweances of its
troopse Beyond that, relative effioiency deoidess Supplies and services
mequired in this countxy by UsSe foroes are of three kindsie

(a) supplies which cen most cfficiently be imported direot from
the United States by the UsSe forces (eege most military equipment)
and servioes which can best be rendered Ly UsSe personnel; '

(b) supplies and sorvices which can most efficiently be rendered Yy
a Pritish Govermment agency;

(o) supplies a.nd services which can best be procured on the spot by
the local U.Se conmanders without the intervention of the British
Government,

" Owr pringiple is that (a) and (o) should be paid for hy the United
States, while (b) should be provided as reoiprocal aid, But we always
try to avold pudhing a given service or supply out of the class into which
it naturelly falls into another ome in order to give, or to awoid glving,
reglprocal aid on & ori groudse Our jdeal is that the who are
ooncerned with suppﬁ %o the UeSs forces should not have to r their
heads one way or another about reciprocal aid, since they would lnow that thet
would follow automatically from thelr decisions .

9¢ Same factorss The tendenay is constantly for (b) to

incresse at Uf ses of (&) and (o) = leee more end more is being _
supplied by HiM. Govermment, and therefore supplied as reciprocal aid, VWhere
the UeSe forces require scmething = e.ge timber = which we also need to import,

it is usually more econamical of shipping that we shouldbe the sole :
importers and should provide what the U.Se forces requiies To some extent
shipping can be cut out altogether where we can produce locally scamething
which the UeSe forves would normally lock to the UsSe t0 supply = Cege
uniforms, and to same extent fighter aspoplanes. At the other end of the
scale local procurement tends to become diminished, in the interest of

w2



efficient supply and the avoidance of campetitive buylng = ‘though there
are sane small things which will always be most efficiently bought

on the spote .

10, Some failurese The picture painted above is one of general
principles and aims to which we are ¢cndings How far have we fallen
short in practice? Perhaps our worgt failure is that neither we nor,

I think, the UsSe frmy, quite kmow how many oases there are where our
principles have not been. earried right throughe  The penalty of
decentralisation is that there can never be complete knowledge at the
centre or camlete wnifommity of practice at the peripherye Practice
lags behind principle in same cases, for two reasanss First, our belief
is that too much local purchasing and probably toe muwh direct importing
is going on in some places, if only because on a short-term view, as the
local cormander sees it, it is the quickest way of doing things. We are
going over the fisld and twying to get explicit arrangements to cover as
much as pdssible; already they cover all the really big itemse

414 The scoond failure is the mere administrative difficulty of
setting up adequate arrangements readily understandable by all concerned,
to cover all the cases; this is closely tled up with the point made in
the parograph aboves This failure is most marked in the realm of
shipping, where there arc immense camplicationse For disbursements in
this country, practicsllync reciprocal ald is presently being given;
not for any lack of goodswill, but because it is only within the last
ten doys that we have managed to fix up with U,S.As how it should be done,
Things should soon Laprove. ,

12¢ This does not claim to be an exhemstive list of shortcomings
(ot of successes); but we are keeping a constant eye on the overall
%icture, and in this we have admirable cowoperation from the UeSe Army
(Sexrvices of Supply) and tho Harrimes Mission, with whom we are in
daily touchs

13, Some examplese For the reasons mentioned above, we have no
-complete records in the Treasury of the cases of reciprocal aid which are
being randered, Put the following examples, Jjotted down from the
vwriter's manory of what he had heard, give a picture not so much of
the extent of reciprocal ‘&idhi"gu“h of its very miscellsneous naturc. 4 U.S.

ir s 5 o . : : : cnt co
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reciprooal aid, .IF thev come in amerlcan yessels, the ships disburscments
ought; 1o be, bt probably are not yet, reciprocal aid. Te men and materials

are transporited wnder reciprocal aid to an aerodrame provided under
reciprocal aid, Accomodation (whether huts, billets, or hotels supplied
as running concerns) are given as reciprocal aid. It is not the policy

of the U.Ss Arny Alr Forces to employ British administrative persomnel,
but till their own arrive, we may be providing under reciprooal aid the
services of airmen and members of the WeheA.Fo Similarly, they will have
the use of store depots handed over entire to the U.S. Army, and manned
under reciprocal aid, by British Govermment civil employees. Their
acroplanes, lorries etc. will be uncrated, assambled and tested (and
later repaired) under reciprocal aid (but U.S. technicians at the

factory will be paid by the U.S.)., British fighber aeroplanes will be
provided as reciprocal aid, if that suits all concerned. The pilots
will be trained, under reciprocal aid, for the conditions of actual
combat in an unfamiliar theatre of operations. Rations will partly be
provided as reciprocal aid - more and more, as arrangements are

finalised, Petrol and oil are furnished, but that is probably only

a return of what we have received under lend-lease., Barbed wire,

laundry services, pots and pans and a myriad minor R.A.Fe issues will

all be furnished as required.

14e This is not necessarily camplete; nor may all these
supplics and services be needed in each case; nor is word for word
accuracy vouched for. But i does show what a variety of things
reciprocal aid caters for: it is not only a big wholesaler; it must
alse be ready to act as a five and ten cent store.
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15. Reciprocal aid eutside the United Kingdan. What has been said |

refers to reciprocal aid given in the United Xingdam, Beside this, we
give similar aid in the colonies, wherever it is needed; +the Dominions
make their own arrangements. It is acoepted as a principle that we

are not responsible for local expenditure of U.S, forces in the non-
British countries of the Middle East, but of course such of their needs
there as are furnished from British Army and other Govermment stares

are furnished as reciprocal aid, and there are other cases where we give
reciprocal aid far special reasons outside Rritish territory (.e.g. cil
far the U.S. Navy from the refinerdes of the Anglo-Iranian 0il Company

at Abadan), This reciprocal aid outside the United Kingdam is not yet
oan a very large scale, since the occasion for it is only Just arising;
but it is important. Far example, aeroplanes are flown to China via
Africe, the Middlo East and India, and reciprocal aid holps allalong the
route,

16, Same military starcs are sent fram the United Kingdom to the
U.Ss In amount, of course, they are insignificent campared to what
we have preceived; bdut they have been important enough, since they
have served to fill gaps in American production., Far more impartant
s the technical information which we have been able to furnish, Three
years of suoccesses and fallures heve taught us many lessons of design
and production, all of which is at the disposal of the United States,
who can avoid our mistekes and use our achievements.

17. Recerds, This rough survey of a miscellany of supplies and
services furnished all over the warld leads us on to 2 major difficulty
~ that of the keeping of recards. This would not be easy even if
everything came through a centralised office; but, as has been shown
above, that is out of the question, Ouwr om system of recarding and
accounting for service issues has had to be drastically streamiined
far lack of manpower., We are quite wwilling to divert a single man ar
machine fram more essential wark for the produotion of recards ar
statistiocs which are not vitally needed. Therefore we can do no more
for the recording of reciprocal aid than we can far our own stares.

The U.S. Army asks for what it wanta on a simple farm now being
designed (it is a tribute to the cooperation which exists that this
farm is designed for caman use by the U.S. Army, the British Army
and the R.A.F, = and it is believed to be the first farm far the
camon use of the British Army and the R.A.F. on which agreement has
been reached since the R.A.F. was founded]) And when they get it, a
simple receipt is signed, describing the supplies or service provided,
but giving no valve in terms of mamey. We cannot furnish such values,
even far our own use, though we are attempting far damestic purposes
to produce a very rough estimste of the total value of reciprocal aid
given each quarter, The unvalued receipts will be accumilated, but
we cannot spare the mampower to enalyse them during the war; and in
any case it is pretty plain that many will be lost en route from the
various perts of the world where they will be signed,

18, This may sound defeatist sbout the possibility of keeping
worthwhile records, but we are very clsar that thls is not an object
to which we can divert menpower. In any case, dees it matter? Ouwr
belief is that it does not, The enly purpose of keeping exact reccrds,
with details in pounds, shillings and pence, would be to sirike a balance
between lend-lease and reciprocal aid. This does not seem to us a
useful end, It tends to reintroduce the dollar sign, by drawing
attention to the net balance between the two figures. It purparts to
value in money terms things which cennot be valued - infarmation is the
most striking exemple of this. Neither side is trying to get or glve
money's worth; each is trying to supply what the other needs to help
in the camon purpose, We do not want it to be lmown that we have
given the U.S, so meny million pounds' warth of supplies; we do went
it to be ¥nown that we have given them what we could and what they have
asked fore The irony of exact accaumnting in this field is obvious
when one considers that we are debited if the U.S, send tovEnglgnd
an seroplane for us to £ly; but if thoy send a plan complete with
pilot, not only ere we not debited, we are credited far the aserodroae,

the pilot's rations and so farth. '
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19¢ The public showing, The main importance of our. records, or
the lack of incrm, is in the showing which we make of reciprocal aid
when we tolk of it to the publice Let it be admitted at once that 1t
might be casier to male a story which the public on both sides of the
Atlantic could appregiate if we had figures available comparable to those
which OLIA is legally bound to keep, and which the President publishes
in his report, Bubt onc cammot say more than that it might be easiers
The figures, reduced to dollars and cents, would at presen show such
o disperity between the two contributions that the story might not
work the way we both want it tos Iater on, when the UsS. forces in
British territory reach a really high mumber, the current disparity will
be less; but we cannot talk about that in advance. :

20, The whole question of the extent to which we should relcase
news about reciprocal aid has given us a good deal of thoughte The
Washington Post, in a recent editorial, has pointed out how 1ittle the
public know of it and how advantageous it would be if they knew mores
With that we agree, thoush as stated above we are not at &1l anxious -
to put it in the forefront as a kind of rivalry of generosity, with
ourselves trailing behind os a contributor. What we want to be knhown
is that the principle of pooling is carried out in the financial field
as well, and that in the unprecedented effort which the forces of owr
two coumntries are making to work in together md to'treat their cambined
resources as one, reciprocal aid is helping to remove any possible friction
and red tape on the accounting sides It is perhaps, significant that
the writer, who had olways regarded reciprocal aid as a very ancillary
part of the pooling arrangements, was told the other day by an R.A.F.
officer who is concerncd with the details of coordinaticnm with the UeSe
Ammy Air Forces, that he regarded reciprocal aid as the cornerstone of
our arrongementse .

21 But in making the position olear to the public we are
constantly up against the bar of military scourditys The examples
given in parageaph 13 would make an admirable story; but almost all
of them have been bonned for publication on security groundse The
picture is not quite the same as in the case of lend=-leases There is
no secret about the limitless requirements of the United Kingdom; but
the fact that there is a programme to bring here a really large United
States force is a secrete This means that not only the scale, but also
the, directions in witich reciprocal aid is developing, cannot be talked
aboute We are confined to generalities, more's the pity.

22, Conditions and limitations of recigrooel aide The limitations
imposed by finance have been dealt with aboVes er limitations and
conditions exist, but are not serious, Our position vis-a-vis Parliament
15 not at a1l the same as OIIAYs vis~e~vis the Congresse We are acting
not wnder a fairly precise Act, but under very broad statutory powerss

We do not have to defend specific appropriations; reciprocal ald

is simply one of the many forms of expenditure for the prosecution

of the vmr which are met fram the Votes of Cpedit which are periodically
voted en bloo by Parliament, Above all, there is no element in
Parliament which would ever criticise a wide and genereus extension of
reciprocal aids All other reasans apart = and they ave many = lend-lease
is not forgotten or wmappregiateds : , ' ‘

23, We therefore have fewer limiting factors than OLLA meets with as
regards lend-lease, There are a few simple oonditions which we must make,
none of which are in disputes For example, in certainm circumsiances '
(issues to U.S, Covernment contrasctors, payment of ships! disBursements:
which are for account of ovners other than the VeSehs) we provido benefits
which might, unless arrangements were otherwise made, go to the profit =
of private individuals, We naturally ask for the assurance of the
UsSe Goverrment (on the lines of the latter part of the White Paper)

Z?at they will seoure all benefits fxom such trapsactions for themselves
OlBe
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2ie Ve have not come across many cases of divergence of view as to
what should be covered by reciprocal aide Here again, the only limitations
(within the byoad framework of policy which will be laid dowm by the exchange of -
notes) are those imposed by common sense and a reasonable political views
A case came up the other day which will serve as an example, It was suggested
that we should deal under reciprocal aid with claims for damage by residents in
this country against members of the UsSe Arxgre This seemed to us unsound;
a tortious act is not a defence artislo like a machine gun, and nothing but
criticism could came to both of us if we were to foot the bill for any act of
negligence by a UeSe soldier, We disoussed the matter further with the
UsSe Army, and we believe they now share our views We anticipate no difficulty
from similar divergencies of view in the future: they are marginal, and can
easily be sottleds

25e lend=lease articless Some of the things which the U.S, forces require in
in this country will have been supplied to us under Lend-lease, 0il is the
most striking examples This offers no diffioculty: we simply hand it
back as reciprocal alde On the other hand, local purchasing officers may
find that they have bought some lend=lcase articles by chance (cege & few
tins of Spam)s This cannot be helped, since lend=lease food is everywhere,
but we believe that it will be wholly unimportant,since nearly all articles
of fypes which we get under lend-lesase are equally of types which the U.S. forces
will get from us not locally but from HeMe Government, which means that they
will get them as reciprocal aids This point has been under discussion in
Washington, and should give rise to no difficulties,

264 S_lr‘oz;lies from other countries. Some of the supplies which we give
as reciprocal aid wi ve been imported from, or will have to be replaced
by further imports from other countriess We have told the Harriman Mission
that we do not intend to restriot reciprocal aid by reference to this fact.
If at any time it lands us im financial diffioculties, we may have to discuss
those difficulties with the United States, But there is no reservation
which we wish to make now, except in the case of Canadas, Supplies from the
United States offer no prohlem, since presumably they will come under
lend-lease, Supplies fram the sterling area we can manage, Supplies which
we have to pay for in dollars or gold are covered by owr general financial
arrangements with the United States = they are only a small part of owr
dollar problems Supplies fran those countries (South American countries
in particular) who accept payment in special account sterling are a gemine
burden to us, but one which we can carry at present,

27+ Canada presents a problem of a different orders When we provide
Canadian wheat to the UsSe forces as reciprocal aid we are giving to the
United States something which Canada = not a country within the lend=lease system =
has given to us for our owh use by means of the billion dollar contributions
This is obviously a point which cannot, in honesty to the Canadiam Government,
be passed over in silence, and we are thercfore bound to make this reservation
pending discussion between our three Govermmentss In tems of money, the problem
is not a very large one, ‘

28e Return of articles furnished as reciprocal sid, This is a question
which we consider can very well be Kept over to be decided on common sense
grounds at the dnd of the wer, We are handing over, as quickly as possible,
without delaying matters to consider questions of legal title, everything from
rations destined to be consumed at once to buildings whose title is retained
by the original owmer and are simply requisitioned by use VWhat is consumed,
lost or destroyed wo do not expect to see again, and we have affiymed our
willingness to dispense with "property accountability" = the system by which
in peacetime a Ue.Se officer is made personally responsible for official
property of which he takes custody = in respect of articles and facilities
furnished as reciprocal aide Our general feeling is that, the fewer strings we
attach te what we furnish to the UsSe forces, the better use they will be able
to make of it, ' .
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2% Conclusion. The foregoing is a very general and discupsive
sketch of reciprocal aid as we see it at presente For the most paxt,
it Just crowed like Topsy; and in fact is still growing so fast that
it is difficult to give a full or precise picture of its We believe
that its growth is on sound lines, and are above all anxious that any
faults which aryone on the United States side can find with it should
should at once be brought to our notices Our general principle is
that, if it works perfectly, it should not even be noticeds It is
simply a Ilubricant to the mochinery that has got to win the war,

Treasury Chambers, SeWele
20th July, 1942,



