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JUlle 26, 1947 

SUMhL\..ll'! OF :'HIRD MEETnm OF UNDER 
SECRETARY CLAYTOH -~;;o .'u'ffii.SSADOR 
l'o'I'l'd BRITISH CABTitET MEMB~S . 

Sir Sta1'tord Cripps wes no~ presen~ at this 01eetiag 
but Si= John Henry Wooc and J~es Helooro represented the 
Board ot: Trade; Sir !!<!.ward Bridges and Sir •.~Ut:rid Eady 
end !lr. R. ll . B. Glerke were present for the Treasury; 
Sir Orme Ser gent end Sir ~dmund Rall-Patch represen•ed 
tlle Yoreign Office. JIIJ in previous neetines, !.lr . Peter­
eon end Mr . Gun t er attended for the Embassy. 

Participants et the ~eating had copies Of the re­
vised "eide me.-noire" for the Foreign Secretary. 

J,!r. Bevin ~hougllt the lllemOrf!lldUJll set t orth accu­
rately the views expressed and received at previous 
meetings. Be could not tel l what line would be t~en 
at Paris or what the outcome "oulci be but tor his gui­
dance he thought be could use •he me:oorandUill with rea­
aoneble safety as an approech in the Parle discussions . 
\Vh1le he knew the roeo:orandu.. was >~itl:out commitment he 
sought assurance that it represented the u.s . .AdntJ.nis­
tration • .s approach to the European economic problem. 

llr . Cl a yton thought this 'lias so . The memornndu.m 
contained .some th1nes which hail not been discussed in 
Washington, for example the outline of the ditterence 
between the anergency phase and the long- term phase ot 
!Uropean rehabilitation. There had been l ittle discus­
sion ot the whole s ubject at " ashington ann none· at ell 
1n t be NAC, which ooUIJ. ttoe 1\'as described, and practi­
cally all or the eonaidsration tbus far given--meager 
indeed--bad beeL in tbe Depertaont of State. 

~lr. Bevin understood that the Mara hall idea encoa­
passed n relatively short-term, say 1'our years, al)d in­
volved help to ~urope in ita purchases from. the wostern 
Hemisphere while Europe itaelf was getting underway. 
This would be ol' tremendous help . 

J.:r . Clayton said. ho could only incli cete vlllat hG 
thought tbe A~nistrat1on woulcl r ecommend to Congress 
ana believed that the British authorities would under­
stand this distinction in our form o~ government which 
understanO.ine he thought wns hi&llJ.y lr.~por toM . !Jr . 
Clayton though~ some countries would be f'ound in no 
present difficulties as regards their balance or pQy­
ments but that these might heve some long-term devel­
opmen t problem. For tho letter tile Ull Oreenization had 
established a ban~. 

/l.!r . llevin 
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12-. !levin oentioned ano~her thou gilt regsr<U.na the 
rour-yenr term ot aaeista nce . This was rela~ed to e 
question in the House of co:r.mons June 23 by blr. '.larbey 
who a s Ked Bevin to bear in mind the i~rtence tor the 
U.K. or securi ng a balanceli oconouuc dev elopment or 
~~ope and ensuring that tbere sboul~ be no one- si6ed 
stimulat i on of the industrial 'Nea t without a corr espond­
ina stimulation o~ the agrarian East. 

lJl meetinei ;Surope •s rood neeoa ~:r . Eovi n wanted t.o 
avoid sowifi8 too mueb wheat end while he agreed with 
l.U' . Clayton • s i dea or a s liding seal e adjustment or egri - ' 
culture in .l!urope he believed that if eer aals production 
was s timulated too much an agricultural surplas would be 
created and would "burs t thi ngs". !Jr. Bevin tbougbt it 
best to work to a balance in European agriculture in 
t hr ee years whereby 1t woul d revert t o the 19)4- 35 levels 
o~ imparts ot huoan foods . 

Discussion. then analyzed tho prGwar pe:tt orn of 
Zuropean food prOduction, J;azi metboca e.nd e:.:ceptionally 
bigll protection on grnin resultin(l i n e xorbitant prices. 
Jir , Bevin did not t hink it would be poesible tor Eur ope 
to get int o bal anced agricultura l pr oduction in loss 
then three years . 

Mr . Cla yton mentioned t he necessity ot: getting away 
from current aimormal i mpor ts of food a r.d fuel. Ho did 
not wish to s ee a r etur n to the abnormal grain production 
ot the de.;;s of Bi t lar and J;iussolioi or other artific ia l 
st1sulat1ons which affected the pattern ot distribution 
in 1936-JS . 1ir. Doug las mentioned that even before 19)J­
)4 there was some artificial stimulation or wheat proauc­
tion in Italy. 

At the end ot tbe diocussion on food production it 
was genera lly agreed tbat a European balance should not 
be support eO by subsid i e s . 

!Jr, Bevill tiJan discus sed t he lone;-term phase or 
auropea."l recovery; He assun:tod tha.t if uwe as e. club go 
t o the U.s. e.n.d f ind a will i nsness to support tbe put­
tin;; up of a plant", he assw.ed that the lending bank 
would give cons16era~icn to (e) repayment prospects and 
(b) the r ationality of t b.e projeot . ~lr . Clayton tbougbt 
thia '""' correct e.nd that rational! ty meant t hat t.b.e 
t::.lant YIOUld have reesooable prospects of econocnic 
survival . 

' Mr . Dousles,bel ieved the bank, for example in con-
siderins a new -steel r ollins mill, would analy~e exist ­
ins capacity, tho new mill 's COO!pet11>1ve position, 
questions of tar iff protect i on a nd if t he pr o ject v:aa 
not economically sound in theee respects it m1Sbt not 
reoa1ve bank suppor t . In th1a r~:r . Clayton agreod . In 
absence of tbese measures on the par t of the bank's 
borrowere , investnents oarketa would not abaorb tho 
securities ot the i ns t itut i on . 

/~:r . Bevin 



TOP SZCRET 

3 

Mr. B6vin remarkec1 that Burop& was so extensively 
Qevastated tbat he waa anxious not to force it to export 
products too soon and as repayment or leans would arise 
trom exports be iDquired rege..rdina tbe re.J>8.v.wnt terJ>s 
o~ the International Bank. 

Mr. De.lton interjected to ask the extent to which 
t be Bank ' s loann ~~st be ate uniform rate ano at a 
uniform time of ropoyment . J,Jr . Douglas thought the Dank 
held wide authority in tbese ::"ielda, t~ . Cl ayton adding 
that certain minima 1o interest ratos -,ere established, 
namely, 3 per cent on loans to the 'ublic, plus a l per 
cent com.'lliesion charge . !fr . Clayton mentioned 4 .P<>r 
cent ae a oinimum rate. 

l~ . Dalton a akod that if the Bank in making a series 
of loans could ·oolo.noe out i t s aggregate position to meet 
tb.e required minimum \Jy having h1gber ra<es and aborter 
repe.ymenc on one loon and lower rates and longer repay­
ment on another indiviclusl loan . Ur. Clayton thought 
thet a rat.e :nuch ebove 4 per cent 'JJOUlci be too high . :;;r . 
Delton ment ioned that the Bank had interest - tree contri­
butions fr0.1l participating gov OrDIII&IItS and Yli th reference 
to !1!r . Clayton• s undot·a tanl!1ng t hat reserves ware invested 
in Troosury billa Mr. Delton tb.ought it m.l.ght be possible 
to place some funds in higher- yield s ecurit i es tb.us to 
per~t a lower lcen1ng rate. 

Kr . Bevin nuggeated that at the forthcoming Paris 
meeting tbe USSR v;ould demand prio::-1ty in i ts application 
t:or cro~i ts and woul<\ sweep other applicants a aide. lJ:r . 
Bevin expect ed a Russian demond in tbis direction !\nd 
asl<:ed regarding the U. S . attitude. Mr . Clayton said he 
could no t give a categorice.l answer regarding the u.s. 
attitude toViard credi to tc Russia but stated as hie 
opinion that there would bavo to be a racical chango in 
the Ruea1an position rega=dir~ Buropoan recovery and 
other related mat ters before the Aoerice.n people would 
approve the extension of financial assistance to Russin. 
Mr . Cln:;ton referred to tho Secretary's definition t hat 
Europe included territor:r we s t ot: t..eia. On tllis subject 
roany things had to be considered in tba u.s . But Mr. 
Clayton suggesteC that Russie did not need tood . fuel ~ 
end tiber and would tbus h~ve little basis tor partioi­
petin~ in the short-term phase . The need for s~ort-term 
assistance varied 1nvoraely as one went east. A1J tor 
food, Russia had offered VJ!leat to France (del1vored nct u­
ally 180,000 tons eocording to Hall-Patch ) and J~r . Clay­
~ on understood thor~ were sue:eeations that Russia furnish 
wheat to the U. K. ,Tho ~~R also sent cotton t o Balkan 
countries and as·tor t ue l, ac~uiro4 5 ~llion tons of 
coal annually ~~om ~oland as repara~ioos, costing ~2 . 50 
to ~3 . 00 a ton . Finally Russia held gold . ls . Clayton 
tb.ought the USSR would hove difficulty i n "'aking a case 
for the short-term phose although ror toe long-term tl:ere 
m.l.ght olearly be a baaia for Russian needs of credits for 
capito.l equipment, for reconstruction, dev elopment, e tc. 

/J.!r . Bevin 
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~~r. Bevin thoiJ8ht 1:- Ruuia did uot get i n on t he 
short-term schene t lle:r would not ple)· in the l.lers~all 
~rogrea:. It so, he asked ~lr . Clayton ~f the British 
'110\ll<i be suppor ted o:; the u.s. in going along with the v 

others, Mr . Clayton replied in the uffiroativo. 

!~ . Dal~on then ttentioned with regard to the lone­
term that Rllsaia VJU.S not a participant in the Inter.r.a­
tional Bank, and tte:-efore, could not borr ow . 1-!:cwover, 
it wae open to Huasia t o Join tho eanJ< but as centioned 
by a Treasury ,repre&e:ttoti"e, this see!lled unlil<ol y be­
cause. ea a member the USSR would be requir ed to =eveal 
ita gold ho:din~a . 

l'r . bevin then broueiJt up tllo question of ·ca lencod 
budgets in Eux·opo . Does t his apply in tile eJ>ort or the 
long tero.? Ho montionad Fre.noo, wherei n a bal anced 
budge t might create a difficult si;uation. 3Ut it a 
oalanced budget was a consideration 1'or tho long- term 
thnt Jllight bo r easonable fo r France. Similar conditions 
obtained in Italy. !Jr . Bevin would look »ith greater 
f avor en balanc eU buoge~s ~5 a condition in the longer 
term. 

Mr . Doueles reJ'err(;td to tl:e text c 1' t he a:emorttndwo 
and the v1crds 1'as soon ae 'ossiblo". 

Mr . Be, i n npplied this .9hrase 1:0 France no~ine the 
"gripes" elr eody arisi ng free fiscal oeaaur es courage­
ously in t r oduc ed and said ne VIOu.ltl net like the u.s. 
and the G. iL to ttppear es a source of nr es sw.·o-- dof'lll­
tionary pres sure u9on t~e ~rene~ people. 

Mr . Cla yton thought the le.nguage of ;.rticlo \'III 
could be accepted by any reas ona ble int erpr etation. 
~,r . D£tlton thoug!:lt i..r t icle VIII contCJ:lpleted e. JDeOage­
able buC.getary position, tho oort of t hing he was doing 
i n tho u . K. Tllere might be surpl~s one year--de~icit 
another- -but ovar a ter~ ot year s a balanc ed pos i tion 
should be sought . 

' 

Mr . DouGlas agreeu that JUrope wes in a dilapidated 
po81 tion, oucJ: ot" wb1c~ had. been inherited l>ot h as l'O­
garde f i scal &ftairs ana productivity . He 4id not t~ink 
olle stf!t emcnt contemplated dr ast iC budgetar y measures nnd ' 
t hought it meant r eosonablo ste~s . Lx. Bevin intdrjected 
that that would be St>.tisfactor:~o l,;r. Douglas continued 
the.~ there should. be a."l inte.'1tlon to aa1nta1n a a:.anage­
able budgetary po~tion although be realized "hat one 
government cou!d,.not bind its successors. !1:' . :aevin. 
then ...,de what -ho called a frl.ondly s uggestion to •Joe 
rr .&. t.o use ce:..1t1ou.s language in t.l:eae ma~ters . !a the 
u.x. during the depres aion an attitude arose -.;ooding ~o 
olOLoc tt.e u.s. for its difric•>lties end this caused ten 
years of un::leaaant l\es s . Caution was th.eretol'C v.A:tranted 
and he agreed t:~e el'.d reeult but eeid care must be takon 
to e.voili a. pOli 'ti cal r O'II . 

/i :r. Clayton 
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:~ . Cl6yton suggest ed •bat in jUropean re:ief as 
o whole tt.e distinction bet~aen s hort end lonr. term 
esaiatance llight aot be ;reci•c !.n the think.ill!; or 
various cou.ntries of .t-"Urope and the Paris ooeting would 
of course find it necessar y to ta~e in bo~h prob:~. 
'Ihe onl)' distinction t:Oe u . s . "esired "as to drew a l ine 
batweon u.s. assistance and Interc .. o t1onal Bank asslsta,.llc e .... 

Ltr . Bev in fMmt 1oned t:!l e a ttrac tion of: thG prospect 
of free aes1st9nec f'cr t hose i n :iire naod with wl:ioh ;:r. 
Clayton osroed . l:.r . Ee'Ji ::t .Stun«.uri zod t hat we de«l 'llith 
t ho Conr.;rau on dire n e eds a nd on t lto long-tern must 
deal with t l.e Ealtl< . 

J 

:~l' . Bev1nJ outlining Paris ;.lana , reco~nized the 
neee. :!'or ercat speed . 1-:e- "n .. nted a sa.n.l l r epresentattva 
body , perhaps ~rem five cou:ttrios {m.e r4t1onins l~'t"succ, 
czoc.toalovokia and I tal.;•) to \\ark u:> so tile proposals ·c~r 
early ~ug:us t. t or \;.Se in the ~ . s . in 30l'tombe:- . :.~r . 
c:uy~on ~!\ough-: th i s ':':Ould btt se,:;.tsftteto::.- and d1SCUS-
81CO t. h ll~ tu:-n.ed on tt.c i n clusion ct I:a:.y on the coa:­
liitl.e& or sub- coc:.n:.t~ee , substance or \\t:1ch :-u'!!l been 
pr bvioual; repor~ed . 

•. ;r . Devir: thon rei' erred to tJ.e . edS:~rre:tean • .ree 
VU(. ex ~}ras&ed bope ttnt. ':~hat l:c ct&lloG the ''Ge:toe. C!'Cl e·• 
coul<J ba resto!"ed . :'he : o!;lrd of rt:~.de ropresel Jtn't1ves 
confirrtt:u the iJ.J)ort..e.nc e- ot' t)i.s . ;Jc·;it~ sn!.tl :1e had 
once oalculatea. the e::lployncnt of be:VtJ39n ?5C , C~O c.nU 
l m1ll1or~ persona in t iJ-e U . ,._~ . Qe,;tan(iOG on Italy, wi t h 
particulnr e:r.pllc.sis i n ~outh 't':o.l ea , 

Hr . Jlalton then r cr ,,rrec to tne Oc>nvert 1bl.l.i t y ob­
ligation . Cons16ering the al:or ~ p~r i od 'oo:fore t he ef­
!'Qc tive <!etc s or.te cases o~' nsquceza" aee.cr.ea li.ltel~r to 
a riflo . i.!e unu~rstood th&t :..n i aoi•JiUita:.. ea.sau relief 
froru co.lver t1h11! t ;· c.oul o. btj: t;..l'l'a!'lre<i '"it ;lOU': :-e:-eret ... ce 
to Con·aess . t·:r . Cle.yton sui"' tt.1a ... .;o.a correct . .:r- . 
Del ton aCc.el l1e o,.~as rr.e.rei; a.:rinb hi ' \' 1ewa so tl'.nt if 
lace ... 10 · .. iaheC. to l'l!.ise the cu.estion .w ,.,ould l".t:ve t h e 
rrol)totr Oosis . Lr . :.Ous:a.s ne:ltio:a.ou that the ut::l"&~cn t 
provided ror this 'tO be doJJe i n eAee,t.,ional co.ses • 

..;1r rii:.trl<.i .:.:e.dy said t he;;• .lsc! :\0 cnaes ot. '.')X'eSent 
and a1c. :10t conto!.!plate e:n;:r senere: oscop<! tro11 tJ:e con­
\1ert1'b lllt.!l o'Dlic:et~on but ha antic1pe.1,ec.:. the i.eed ~or 
t~mporary relief in t!te case o~ countr1oa r.cldin.: a~erl­
in~ balances \tit:'l v1hich no agreamont could ba res.cheQ. i:>y 
July 15. He also •ne:•t.l.oned China . The 3 rit1S:1 •oculd 
e;ive WI 1rnprees1v e list of countries '"ith \\hioh eonver­
t 11..lil1ty woul d ba JhaO.e o_per a tive (una &t &rlbt~ bBlonce 
eereBmenta conc luded) 1:.ut ~hey toign t hOve ~ = use t he 
oaco.pe cla use !'Or India . Er . ;Jo•J.t:le:$ Cll{;l\OStod that ! .): . 
De.l ton work out t he _propel' procudur c o.r.<'l i nf or.n us as 
pro.:nptly es possible because a dvance 1 1\forn:~.otion \'•ould 
evoid. embarra.ssJtH:mt . The informt:\~10JI. sur.ees t od woul <l b a 
treated with extrcm.e couf'idenco. 

/De . La lt on 
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:r . ualten olosed on the noto that the t1~eta~le 
ot tiho Fin~.nclel .~rectt.ent was "so wrong ". He did not 
bl atne tt.e IJ.S.-- '11 t is our reult,n but ho doubted ·nhother 
tile hret>on ':ooda agroeo.ento ·,Jbicll eontcw.plated a tive­
yo.:>r transition period would 91' 0'10 >~orke.ble . In the 
mea?>t.l.rr.e l. t v;as diffioul t fol' t i1e 11 .:<. to -onke t ho 
burden ot convertibi~J:y . 

;\FP:V'.S :L 
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