Y / { { A

LIBRARIES

UNIVERSITY OF WISCONSIN-MADISON

Foreign relations of the United States
diplomatic papers, 1941. The British
Commonwealth; the Near East and Africa.
Volume III 1941

United States Department of State
Washington, D.C.: U.S. Government Printing Office, 1941

https://digital.library.wisc.edu/1711.dl/G50AT7XT7HRHX84

As a work of the United States government, this material is in the public
domain.

For information on re-use see:
http://digital.library.wisc.edu/1711.dl/Copyright

The libraries provide public access to a wide range of material, including online exhibits, digitized
collections, archival finding aids, our catalog, online articles, and a growing range of materials in many
media.

When possible, we provide rights information in catalog records, finding aids, and other metadata that
accompanies collections or items. However, it is always the user's obligation to evaluate copyright and
rights issues in light of their own use.

728 State Street | Madison, Wisconsin 53706 | library.wisc.edu



Foreign Relations
of the

United States

Diplomatic Papers

1941

* (In Seven Volumes)

Volume IIT
The British Commonwealth
The Near East and Africa

United States
Government Printing Office
Washington : 1959



DEPARTMENT OF STATE PUBLICATION 6809

HISTORICAL DIVISION
BUREAU OF PUBLIC AFFAIRS

For sale by the
Superintendent of Documents, U.S. Government Printing Office
Washington 25, D.C. - Price $4.25 (Buckram)



PREFACE

The principles which guide the compilation and editing of Foreign
Relations are stated in Department of State Regulation 045 of October
31, 1955, a revision of the order approved on March 26, 1925, by Mr.
Frank B. Kellogg, then Secretary of State. The text of the current
regulation is printed below:

045 DocuMENTARY RECORD oF AMERICAN DipLomacy

045.1- Scope of Documentation

The publication Foreign Relations of the United States, Diplomatic
Papers, constitutes the official record of the foreign policy of the
United States. These volumes include, subject to necessary security
considerations, all documents needed to give a comprehensive record
of the major foreign policy decisions within the range of the Depart-
ment of State’s responsibilities, together with appropriate materials
concerning the facts which contributed to the formulation of policies.
When further material is needed to supplement the documentation in
the Department’s files for a proper understanding of the relevant
policies of the United States, such papers should be obtained from
other Government agencies. ’

045.2 Editorial Preparation

The basic documentary diplomatic record to be printed in Foreign
Relations of the United States, Diplomatic Papers, shall be edited by the
Historical Division of the Department of State. The editing of the
record shall be guided by the principles of historical objectivity. There
shall be no alteration of the text, no deletions without indicating where
in the text the deletion is made, and no omission of facts which were
of major importance in reaching a decision. Nothing shall be omitted
for the purpose of concealing or glossing over what might be regarded
by some as a defect of policy. However, certain omissions of docu-
ments or parts of documents are permissible for the following reasons:

a. To avoid publication of matters which would tend to impede
current diplomatic negotiations or other business.

b. To condense the record and avoid repetition of needless details.

¢. To preserve the confidence reposed in the Department by in-
dividuals and by foreign governments.

d. To avoid giving needﬁ:;s offense to other nationalities or in-
dividuals.

e. To eliminate personal opinions presented in despatches and
not acted upon by the Department. To this consideration
there is one qualification—in connection with major decisions
it is desirable, where possible, to show the alternatives pre-
sented to the Department before the decision was made.

oI
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045.3 Clearance

To obtain appropriate clearances of material to be published in
Foreign Relations of the United States, Diplomatic Papers, the Historical
Division (HD) shall:

a. Refer to the appropriate (}policy offices of the Department and
of other agencies of the Government such papers as appear to
require policy clearance.

b. Refer to the appropriate foreign governments requests for
permission to print as part of the diplomatic correspondence
of the United ]S)tates those previously unpublished documents
which were originated by the foreign governments.

The responsibilities of the Historical Division for the preparation of
this Foreign Relations volume were entrusted, under the general super-
vision of the Chief of the Division, G. Bernard Noble, to the Foreign
Relations Branch, under the direction of the Chief of that Branch
(Editor of Foreign Relations), E. R. Perkins, and the Assistant Chief
of the Branch, Gustave A. Nuermberger.

The compilers of Foreign Relations, 1941, Volume III, were N. O.
Sappington, Francis C. Prescott, and Kieran J. Carroll.

The Division of Publishing Services is responsible with respect to
Foreign Relations for the proofreading and editing of copy, the prepara-
tion of indexes, and the distribution of printed copies. .Under the
general direction of the Chief of the Division, Norris E. Drew, the
editorial functions mentioned above are performed by the Foreign
Relations Editing Branch in charge of Elizabeth A. Vary, Chief, and
Ouida J. Ward, Assistant Chief.

For 1941, the arrangement of volumes is as follows: Volume I,
General, the Soviet Union; Volume II, Europe; Volume III, The
British Commonwealth, the Near East and Africa; Volume IV, The
Far East; Volume V, The Far East; Volume VI, The American
Republics; Volume VII, The American Republics.

E. R. PErkINs
Editor of Foreign Relations

MarcH 12, 1959.
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THE BRITISH COMMONWEALTH OF NATIONS
UNITED KINGDOM

CONFERENCES AT WASHINGTON BETWEEN PRESIDENT ROOSEVELT
AND PRIME MINISTER CHURCHILL, WITH THEIR ADVISERS, DECEM-
BER 1941-JANUARY 1942

[Prime Minister Churchill came to Washington for conferences with
President Roosevelt, December 22, 1941-January 14, 1942, inter-
rupted by trips to Ottawa and Palm Beach. ,

The Declaration by the United Nations, signed January 1, 1942, was
negotiated and issued while this Conference was in progress. Cor-
respondence on this Declaration is scheduled for publication in For.
eign Relations, 1942, Volume I.

The Free French on December 24 seized the islands of St. Pierre
and Miquelon. For correspondence on this subject, see Volume II,
pages 540 ff. Later correspondence is scheduled for publication in
Foreign Relations, 1942, Volume I1. '

This Washington Conference dealt primarily with plans for the
military and naval conduct of the war. The records of the Conference
are scheduled for publication in a subsequent volume of Foreign
Relations.]

NEGOTIATIONS FOR A LEND-LEASE AGREEMENT BETWEEN THE
UNITED STATES AND THE UNITED KINGDOM

841.24/1388
The British Prime Minister (Churchill) to President Roosevelt*

I agree with your proposal to stave off our difficulties by sending a
warship to Cape Town to collect the gold at our disposal there amount-
ing, I believe, to about 30 million sterling. I ought to let you know
that this transaction will almost certainly become known to the world
with varying reactions. .

Meanwhile I learned with pleasure from Mr. Purvis? of his talk
with you and Mr. Morgenthau ® on Monday.* Instructions have been
given to furnish you with any further figures about our requirements
which you may seek. - o

*Transmitted to the President by Mr. Nevile Butler, Counselor of the British
Imbassy, on January 2, 1941, ' ) . ) .

? Arthur Purvis, Chairman of the British. Supply Council in North America.

® Henry Morgenthau, Jr., Secretary of the Treasury.
* December 30, 1940,

1
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We are deeply grateful for all your understanding of the problems
which will be thrown up in the interval before Congress approves
your proposals.® It is not only a question of total amounts but of
how we are to live through a period which may perhaps extend to
February 15th. What would be the effect upon the world situation if
we had to default on payments to your contractors who have their
workmen to pay? The idea that in the interval we shall either have to
default or be stripped bare of our last resources is full of danger and
causes us profound anxiety. I feel sure this will be ever in your
thoughts. _

Furthermore apart from the general totals and interim period there
arises a group of problems about the scope of your plan after being
approved by Congress. What is to be done about the immensely heavy
payments still due to be made under existing orders before delivery is
completed? Substantial advance payments on these same orders have
already denuded our resources. We have unceasing need for various
American commodities not definitely weapons: for instance raw ma-
terials and oil. Canada and other Dominions, Greece and also Poland
and Czechoslovakia, have clamant dollar needs to keep their war effort
alive. I do not seek to know immediately how you will solve these
later questions. We shall be entirely ready for our part to lay bare
to you all our resources and liabilities around the world, and we shall
seek no more help than the common cause demands. We naturally
wish to feel sure that the powers with which you propose to arm your-
self will be sufficiently wide to deal with these larger matters, subject
to all proper consideration. Without prompt and effective solution
of these problems Hitlerism cannot be extirpated from Europe,
Africa and Asia.

841.24/1387 _
Memorandum by President Roosevelt to the Secretary of State

Hype Park, N. Y., January 11, 1941.

I think you have seen a copy of this message from Churchill which
I got on January second. I really ought to send some answer.®

1. The situation in regard to British payments for materials already
ordered in this country is not clear.

S The proposals referred to related to President Roosevelt’s decision to lease
goods to the British rather than demand dollar payment for them. See address
ll)g4llzhe I:;resident, December 29, 1940, Department of State Bulletin, January 4,

» P. 0. .

$ No record of an answer is found in Department files. See, however, telegram
dated January 16, 1941, from President Roosevelt to Prime Minister Churchill,
printed in F. D. R., His Personal Letters, 1928-1945, vol. 11, p. 1107.
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2. The situation in regard to the payment for future orders would
be clear if Congress passes the proposed legislation ? and follows it
up with an appropriation.

In regard to No. 1, the question of total British assets is involved.
I do not know who told you that they amount to 18 billion dollars
all over the world. In my judgment that figure is altogether too high
because what we are referring to are obviously British assets which
they cannot either (@) sell or (b) pledge through the Government of
Great Britain. My figure would be 9 or 10 billion dollars instead of
18 billion dollars.

Still speaking of No. 1, it seems probable to me that through the
investment trust method in New York, and with the aid of Jesse
Jones,® perhaps the British can raise about one billion dollars in the
next few weeks. I do not think their total assets in this country
amount to more than a total of one billion five hundred million—and
the last five hundred million dollars is not of a character on which to
raise cash quickly except at a very heavy and unwarranted loss.

In regard to British assets outside the United States, it is clear that
in many cases they have to be used in the locality in which they exist,
i. e., Canada, to pay for munitions and food; Argentina, to pay for
beef, wheat, etc., and other South American countries in the same way.
. Assets in South Africa are probably already earmarked to pay for

things they are getting from South Africa. Assets in India, Straits
Settlements, China, etc., may be of some value to them to put up with
us as security but there is real doubt as to how much value such assets
would have for us ultimately—as, for instance, British property in
Shanghai.

In regard to No. 2, i. e., putting up some form of security for the
future program of orders, I need not assure you that I am wholly
sympathetic in doing something like this in order to get the bill
through. But, again, I am skeptical as to the value of British owned
properties which could be put up as security.

There is always the possibility of their putting up their sovereignty
to and over certain colonies, such as Bermuda, the British West Indies,
British Honduras and British Guinea [ Guéana?]. I am not yet clear
in my mind, however, as to whether the United States should consider
American sovereignty over these Islands and their populations and
the two mainland colonies as something worth while or as a distinct
liability. If we can get our naval bases why, for example, should
we buy with them two million headaches, consisting of that number of
human beings who would be a definite economic drag on this country,
and who would stir up questions of racial stocks by virtue of their new
status as American citizens?

" Lend-Lease Bil], introduced in Congress January 10, 1941,
® Secretary of Commerce and Federal Loan Administrator.
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In the Pacific there are certain small British Islands which not from
the population or economic point of view, but from the military and
naval point of view, might be a distinct asset, and, at the same time,
might be a definite liability. These are the Islands south of Hawaii
(Canton, Enderbury, Christmas, the Phoenix group, etc., and down
to Samoa) and the Islands southwest of Hawaii and south of the
Japanese mandated Islands (the Gilbert and Ellice groups). If we
owned them they would be valuable as stepping stones in the control
of the central Pacific area, but, at the same time, they would be diffi-
cult to defend against Japan or a combination of Japan with some
other naval power.

You see the difficulties of all this—the dangerous over-estimates
which have been made of British assets and the problem of finding
other substitutes.

We might talk it over when I get back on Tuesday.®

F[rankuIiN] D. R[00sEVELT]

841.24/440
Memorandum of Conversation, by the Secretary of State

[WasHINGTON,] January 11, 1941,
Sir Frederick Phillips* called at his request. I understood that
Secretary Morgenthau had requested him to call to explain to me why
the British Government could not put up any collateral, at least any
substantial amount, as security for payment in connection with the
five and one-quarter billion dollars worth of British orders in this
country. Sir Frederick was reticent as to most of the figures I de-
sired. I inquired as to how much cash or its equivalent the British
Government expected to pay out in this country for military supplies
obtained since the beginning of the war, that is, their estimated total
expenditures up to the point where they would cease to make further
payment and permit our Government to pay for all British supplies
and deliver the same to Great Britain with barter or other arrange-
ments, if any, that might later be entered into in regard to payment in
whole or in part. He promptly indicated that he did not know what
these figures were, but that they were available somewhere. I made
further inquiries about the British financial situation, but with simi-
lar scant results. ‘
I then said that this matter has been in the hands of Secretary Mor-
genthau and the President, and that I had virtually nothing to do
with the drafting of the pending bill in Congress to authorize aid to

® January 14.
* Adviser to the British Treasury in the United States.
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Great Britain; that I had suggested thrvee or four points which I
thought would facilitate the passage of the bill and preserve increas-
ingly favorable public opinion in support of the policy of aid to Great
Britain; that one of these suggestions was that if the British intend
to make any kind of payment during the next twelve months or so for
military supplies procured in this country, now is the one accepted
time for them to do so in the form of collateral with a minimum of a
billion and a half or two billion dollars; that this action would go fur-
ther to disarm critics and to keep this whole movement on a favor-
able basis than anything else that might be said or done. I elaborated
on this phase. I still got nothing virtually from Sir Frederick in
the way of either arguments or facts or figures. I made it clear that
my purpose was to help Great Britain most effectively, through the
aid furnished by this country, by keeping favorable public opinion
behind our Government. I emphasized that every fact and phase of
the entire British financial situation would be brought out in the
Congressional Committee hearings on the pending bill to aid Great
Britain ; and I reiterated that the matter was in the hands of Secretary
Morgenthau and the President, adding that I was determined to aid
Great Britain to the best of my judgment and ability and hence I was
making this and certain other suggestions, which were intended to
facilitate the passage of the bill and its general support by the coun-
try. I made no impression whatever so far as I could see.

ClorpELL] H[u1L]

[For statements of the Secretary of State in support of the Lend-
Lease Bill before the House Foreign Affairs Committee, January 15,
1941, see Department of State Bulletin, January 18, 1941, page 85.]

841.24/603%
President Roosevelt to the Secretary of State

WasaINgTON, May 16, 1941.
Drar Corperw: I wish you would work out the over-all arrangement
between the United States and the British Government relative to
the consideration or considerations to be given us by the British in
return for the material provided under the Lend-Lease Act.:
I should like to discuss it with you at an early opportunity because
I think it is important that we reach an agreement with the British at
an early date, ’
Although I presume the agreement will not provide primarily for
a return to us of cash, I think, nevertheless, you should consult with

“ Approved March 11, 1941 ; 55 Stat. 31.
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Secretary Morgenthau in regard to the broad provisions of the agree-
ment,.
Very sincerely yours, FrangwIN D. RoOSEVELT

841.24/635% ;

Memorandum of Conversation, by the Assistant Secretary of State
(Acheson)

[WasuINGTON,] July 7, 1941.

Mr. Keynes 2 called on me at his request to give me the substance of
a conversation which he and the British Ambassador ** had with the
President upon the subject of the considerations to be contained in
the Lease-Lend Agreement. Mr. Keynes stated that the President
asked him to inform me of the conversation so that we might proceed
with the drafting along the lines indicated. Mr. Keynes also showed
me a cable which he and the Ambassador sent to the Prime Minister
today reporting the conversation and asking for authority to submit
to us a draft transmitted by cable, which Mr. Keynes also showed me.
He expects an answer on Wednesday * or Thursday.

Mr. Keynes reported the President’s views as follows:

The President feels that he is not under pressure from Congress for
the early publication of a Lease-Lend Agreement with the British.
He believes that at the time he requests further appropriations for
lease-lend or makes his next report to Congress it would be sufficient
for him to report that discussions with the British are entering their
concluding phase and are progressing satisfactorily. He believes that
if an agreement were published by the first of the year it would be
within sufficient time. However, the President believes that there
should be some agreement worked out now which can be in the nature
of a preliminary agreement and which would be available for publi-
cation if that proved to be necessary.

The President discussed with the Ambassador and Mr. Keynes cer-
tain ideas which he did not desire to formulate in an agreement at the
present time because he believes the situation is not sufficiently clear.
These were the possible creation of an international force to preserve
peace after the war and also the creation of customs agreements with
the West Indies and with the Dutch East Indies after the war. These
did not contemplate any territorial concessions, which were not re-

2 John Maynard Keynes, financial adviser to the British Government.
3 yiscount Halifax,
¥ July 9.
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garded as in the interest of the United States. For these reasons the
President did not think it desirable to formulate at the present time
or to crystallize too rigidly the considerations moving from the British.

The Ambassador and Mr. Keynes raised with the President the de-
sirability of negativing certain types of consideration, even though
it might not be possible to state positively the precise considerations
which should be given. They mentioned to the President the impor-
tance inherent in the lease-lend idea of not creating a money debt and
suggested phrases to indicate that the considerations should not be -
such as to interfere with the economic and commercial relations be-
tween the countries or between either of them and other countries.
The President is reported to have believed that this would be possible.

They further discussed with the President the question of separating
the obligations growing out of a transfer of warlike articles which

- were consumed or destroyed and purely civilian articles. They urged
that this should not be done and reported that the President concurred
in this view.

Mr. Keynes reported also that the President, in discussing the unde-
sirability of crystallizing the considerations to be given, suggested that
certain types of consideration might be mentioned under broad head-
ings. These consisted, as I recall them, in an obligation to return
unused material, to transfer defense articles when required for the
defense of the United States, to transfer defense articles which might
be required in connection with any project to preserve international
peace, to enter into arrangements for post-war relief and reconstruc-
tion, to enter into arrangements for economic organization.

The idea of the conversation, as I gathered it from Mr. Keynes, was
that the President was agreeable to something in the nature of a
preliminary or skeleton agreement which would negative an obligation
by the British to pay for defense articles in cash and which would
indicate very broadly the general areas in which the considerations
were later to be worked out in detail.

Mr. Keynes said that he hoped to present to me on Wednesday or
Thursday the draft which he had sent to London for approval and
that he hoped that we might conclude within a couple of weeks a
preliminary agreement. I told Mr. Keynes that as soon as we had a
draft we would discuss it with the Acting Secretary, who would
probably wish to discuss it with the President and that I would reply
to him as soon as possible in the light of their comments.

Deanx AcHEson
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841.24/617b : Telegram

The Acting Secretary of State to the Ambassador in the United
Kingdom (Winant)

‘W ASHINGTON, July 9, 1941—6 p. m.

2483. From Hopkins.”
“The Lend Lease appropriation may be made more difficult by re-
. ports that British are exporting steel manufactured into consumer
goods items to South America, Canada and the United States. Have
heard rumors of other consumer goods material requiring aluminum.
‘Would it be possible for you to examine the items of British export
during recent months and let me know whether there is anything in
this criticism and if so what steps, in your opinion, are to be taken to
correct it. There are also reports here that American cheese is sold
at as much as 90 cents a pound and is unrationed. I have been won-
dering whether all food sent from here should not be rationed. Obvi-
ously our agricultural people will go into this later. My concern now
relates to the next lend lease bill and I am anxious to have no unneces-
sary hurdles to get over. Have seen Woolley.”

WELLES

811.20 (D) B. M. D. E./111a: Telegram

The Acting Secretary of State to the Ambassador in the United
Kingdom (Winant)

‘WasHINGTON, July 18, 1941—3 p. m.
2657. For Frank Coe from Secretary Morgenthau. Please take
up with Hopkins and Harriman ¥ the question as to how Lend-Lease
commercial items purchased by Procurement Treasury are distributed
in England. Is the English middleman permitted to make a profit
- on these items? Get authority from Ambassador Winant and Hopkins
to investigate this question yourself. Please give me an answer as soon
as possible. [Morgenthau.]
WELLES

¥ Harry L. Hopkins, Special Assistant to President Roosevelt, with primary
responsibility at this time for Lend-Lease affairs.

% Assistant Director of the Division of Monetary Research Treasury De-
partment, on detail in London.

¥ W. Averell Harriman, Special Representative of President Roosevelt in the

gnit«iad Kingdom, with rank of Minister, to expedite lend-lease aid to the British
mpire.
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811.20 (D) B. M. D. H./116 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
of State

LoxpoN, July 24, 1941—9 p. m.
[Received July 24—6 p. m.]

8189. Personal for Mr. Morgenthau. Delivered message to Coe
as your telegram 2657 July 18, 3 p. m. Two weeks ago I asked Sir
John Anderson, Lord President of the Council, who has charge of
the over-all statistical and accounting services which reach into all the
Ministries of the Government to give me information on some aspects
of the problem you raise in your telegram. At the same time I went
to the Prime Minister and told him it was essential we have informa-
tion and he promised his support and cooperation.

For your information, I brought to the attention of the Chancellor
of the Exchequer ** and Mr. Keynes before he left for the United
States the possible embarrassments that might result from introducing
raw material purchased under the Lend-Lease Act into ordinary
channels of commercial trade, particularly the export trade. I sug-
gested an independent accounting of such material with return pay-
ment. There is also reference to this problem as it relates to food
stuffs in a confidential report I forwarded sometime ago to Wash-
ington.

Ben Cohen * is aware of the conversation and has read the report.

Yesterday I took Coe to meet the Chancellor and Sir John Ander-
son. The Chancellor has promised us as soon as possible a full report
on the distribution of lend-lease articles. Sir John Anderson gave
me a short memorandum in answer to my earlier inquiry.

It is substantially similar to Keynes’ statement on the re-export prob-
lem issued in Washington a fortnight ago. He also answers the in-
quiry about 90-cent cheese.

Today Coe met other Treasury officials working on the problem and
expects by a series of interviews and memoranda from various De-
partments to obtain a general picture for you in the next few days.

Following is the text of Sir John Anderson’s memorandum:

“We fully realize the importance for the appropriation debates of
fivin a full and clear answer to the suggestions that we are using
end-lease goods to push our export trade to South America, Canada
and the United States.

So far as goods containing steel are concerned, individual orders
from Canada are carefully examined and steel is not released for their
manufacture unless we are satisfied either that they are essential to

® Sir Kingsley Wood.
* Jegal adviser to the Ambassador in the United Kingdom.

409021—59——2
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the Canadian war effort and cannot be supplied from the United States
or Canada, or that they can be produced and shipped without inter-
fering with war production in t}{)is country and represent a high con-
version value. As for the United States, it is our policy only to ex-
port goods containing steel where it is in the interests of both coun-
tries that we should do so. The amounts concerned are small. For
South America we try to export no goods containing steel in appre-
ciable quantities, except that we have felt bound to maintain in some
degree our export trade with the Argentine in view of the necessity of
keeping up means of payments for our food supplies from there; but
the amount of exports containing steel has rapidly diminished and
if it is needed from the Congressional point of view, we are prepared
to stop any new orders being accepted with very minor exceptions.

As regards aluminum there is no found action [no foundation?] for
this criticism. Civilian use in this country and export use together
amount to less than one percent of our consumption. Tiny amounts
are found ‘necessarily in electrical equipment and machinery’ and
thus a few pounds may have got to South America but that is all.

In general, exports made now which give rise to many of the com-
plaints are in fulfillment of orders placed months ago when the cir-
cumstances were completely different. There must always be a time
log [lag] where production is involved between policy and its final
performance.

Keynes has been taking up all these points in Washington and we
have given him the material for a detailed answer which he drafted
in consultation with the State Department and the Treasury. He
tells us that it seems to have been completely adequate.

The Ambassador also mentioned reports in the United States that
American cheese is being sold unrationed at as much as 90 cents a
pound. There is no truth in this rumor. There was a small quantity
of Argentine cheese which for special reasons as a non-recurring
matter we allowed to be sold without restriction and off the ration so
that it fetched a fancy price. Probably this is at the bottom of the
story.”

Thank you for assigning Coe here.
WINANT

841.24/820

Memorandum of Conversation, by the Assistant Secretary of State
(Acheson) :

[WasHINGTON,] July 28, 1941.

Mr. Keynes called at my request in accordance with the instructions
of the Acting Secretary. I handed Mr. Keynes a copy of the draft
proposal  for a temporary lease-lend agreement which had been ap-
proved by the President and told Mr. Keynes that the President saw
no reason why he should change his plans, which contemplated flying

* See annex.
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to England on Tuesday, July 29. I also told him that the President
did not regard the draft as final on his part, but that he had given his
approval for a discussion of it with the British Government as a basis
for a temporary lease-lend agreement.

Mr. Keynes, after reading the draft, inquired whether Article II
meant that the United States might require the British to furnish
articles, such as tin, rubber, etc., without payment. I replied that
Article IT was inserted to provide for reciprocal action on the part of
Great Britain to the extent that Great Britain might be in a position to
take such reciprocal action and in the event that the necessities of our
national defense might require us to ask for it; that it did not imply
any present intention on the part of this Government to alter existing
arrangements, but that no one could foresee the future and that, if the
necessities of the future required us to request action by the British
comparable to our own lease-lend procedure, Article IT meant that the
British would take such action, just as we were now taking it, so far
as they were in a position to do so.

Mr. Keynes then turned to Article V which requires the United
Kingdom to return at the end of the emergency such articles as have
not been destroyed, lost, or consumed, and which the President may
request to be returned. He pointed out that in his draft the obligation
to return had been “so far as practicable”, and stated that this phrase
had been inserted to cover the situation in which the United Kingdom,
with the permission of the President, might have transferred to an-
other Government lease-lend articles, thus placing them beyond the
control of the British Government. I replied that this situation might
be taken care of at the time of such transfer in one of two ways. Either
the President’s permission might exempt such articles from the pro-
visions of Article V, or the terms of the transfer might provide that
the transferee Government should return them to the United States
under the same conditions as provided in Article V. He seemed satis-
fied with this. ,

Mr. Keynes then raised Article VII, and stated that very serious
considerations were raised by the provision that the final settlement
should provide against discrimination in either the United Kingdom
or the United States against the importation of any product originat-
ing in the other country. He asked whether this provision raised the
questlon of imperial preferences and exchange and other trade con-
trols in the post-war period. I said that it did raise these questions,
but that the Article was drawn so as not to 1mpose unilateral obliga-
tions, but rather to require the two countries in the final settlement to
review all such questions and to work out to the best of their ability
provisions which would obviate discriminatory and nationalistic prac-
tices and would lead instead to cooperative action in preventing such
practices.



12 FOREIGN RELATIONS, 1941, VOLUME III

Mr. Keynes then spoke for some time quite strongly about this pro-
vision. He said that he did not see how the British could make such
a commitment in good faith ; that it would require an imperial confer-
ence and that it saddled upon the future an ironclad formula from the
Nineteenth Century. He said that it contemplated the impossible and
hopeless task of returning to a gold standard where international trade
was controlled by mechanical monetary devices and which had proved
completely futile. He said that the only hope of the future was to
maintain economies in balance without great excesses of either exports
or imports, and that this could be only through exchange controls,
which Article VII seemed to ban. ,

He went on to say that the language used in Article VII had a
long history; that it permitted all sorts of cunningly devised tariffs,
which were 'in fact discriminatory and prohibited sound economic
monetary controls. Finally, he said that at the end of the war we
will probably have a great excess of exports, the British would require
a considerable excess of imports, and that the formula provided in
Article VII was wholly impossible.

I replied to Mr. Keynes that I thought he was taking an extreme
and unjustified position and that it must be clear to him that no one
would be less likely to impose a rigid and unworkable formula upon
future developments than the President.

I said, and Mr. Keynes agreed, that the proposal made by him had
been wholly impossible, inasmuch as it provided merely that lease-lend -
aid should be extended ; that the British should return what was prac-
ticable for them to return; that no obligation should be created ; and
that they would be glad to talk about other matters. I pointed out to
him that such a proposal could not possibly be defended in this coun-
try. To this he did not demur. ‘

I then said that the purpose of Article VII was to provide a com-
mitment which it should not be hard for the British to give that,
after the emergency was over and after they had received vast aid
from this country, they would not regard themselves as free to take
any measures they chose directed against trade of this country but
would work out in cooperation with this country measures which
would eliminate discrimination and would provide for mutually fair
and advantageous relations. I added that there was nothing narrow
or technical about the provisions of Article VII, but that the British
should realize that an effort of the magnitude of the lease-lend pro-
gram on our part imposed upon them the obligation of continuing
good will in working out plans for the future and that they must
consider our position as well as their own during that future period.

After some further discussion along these lines, Mr. Keynes stated
that he would take the proposal back to London and would discuss
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it there, and said that the British Government might propose some
alteration in the language or might wish to have some further clari-
fication on the Article.

He then said that there was considerable difference of opinion in
London about future courses. There were some who believed that
Great Britain should return to a free trade policy; there was a mid-
dle group, among whom he classified himself, who believed in the
use of control mechanisms; and there was a third group who leant
toward.imperial policies. I said that I realized this and that we
hoped that in his discussion of the Article he would not take a nar-
row or technical view regarding the language as a draftsman’s prod-
uct, to be carefully analyzed in order to see what might or might not
be done under it, but would try to direct attention to its major purpose
and attempt to get agreement in order that the major purpose should
be achieved. ‘

At the end of our talk he seemed more reconciled to the Article,
but by no means wholly so. He insisted that he agreed with the broad
purpose and believed that it could be worked out.

Dran Acurson

[Annex]

Draft Proposal for a Temporary Lend-Lease Agreement Handed by
Mr. Acheson to Mr. Keynes on July 28, 1941

Whereas the United States of America and the United Kingdom
of Great Britain and Northern Ireland declare that, with self-re-
straint and sober purpose, they are engaged in a cooperative under-
taking, together with every other nation or people of like mind, to
the end of laying the bases of a just and enduring world peace securing
order under law to themselves and all nations;

And whereas the President of the United States of America has
determined, pursuant to the Act of Congress of March 11, 1941, that
the defense of the United Kingdom against aggression is vital to the
defense of the United States of America;

And whereas the United States of America has extended and is
continuing to extend to the United Kingdom aid in resisting aggres-
sion; ’

And whereas the final determination of the terms and conditions
upon which the United Kingdom receives such aid and of the benefits
to be received by the United States of America in return therefor
should be deferred until the extent of the defense aid is known and
until the progress of events makes clearer the final terms and condi-
tions and benefits which will be in the mutual interests of the United
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States of America and the United Kingdom and will promote the
establishment and maintenance of world peace;

And whereas the Governments of the United States of America and
the United Kingdom are mutually desirous of concluding now a pre-
liminary agreement in regard to the providing of defense aid and in
regard to certain considerations which shall be taken into account in
determining such terms and conditions, and the making of such an
agreement has been in all respects duly authorized, and all acts, con-
ditions and formalities which it may have been necessary to perform,
fulfill or execute prior to the making of such an agreement in con-
formity with the laws either of the United States of America or of
the United Kingdom have been performed, fulfilled or executed as
required ;

The undersigned, being duly authorized for that purpose, have
agreed as follows:

Articie I

The United States of America will continue to supply the United
Kingdom with such defense articles, defense services, and defense
information as the President shall authorize to be transferred or
provided.

Articte 11

The United Kingdom will continue to contribute to the defense of
the United States of America and the strengthening thereof and,
should circumstances arise in which the United States of America in
its own defense or the defense of the Americas may require articles,
services, or information, will provide such articles, services, or in-
formation as it may be in a position to supply.

ArticLe 111

The Government of the United Kingdom will not without the con-
sent of the President transfer title to, or possession of, any defense
article or defense information transferred to it under the Act or per-
mit the use thereof by anyone not an officer, employee or agent of the
Government of the United Kingdom.

ArticLe IV

If, as a result of the transfer to the Government of the United
Kingdom of any defense article or defense information, it becomes
necessary for that Government to take any action or make any pay-
ment in order fully to protect any of the rights of a citizen of the
United States of America who has patent rights in and to any such
defense article or information, the Government of the United King-
dom will take such action or make such payment when requested to do
so by the President. :
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ArticLE V

The Government of the United Kingdom will return to the United
States of America at the end of the present emergency, as determined
by the President, such defense articles transferred under this Agree-
ment as shall not have been destroyed, lost or consumed and as shall
be determined by the President to be useful in the defense of the United
States of America or of the Western Hemisphere or to be otherwise of
use to the United States of America.

ArticLe VI

In the final determination of the benefits to be provided to the United
States of America full cognizance shall be taken of all property,
services, information, facilities, or other benefits or considerations
provided by the Government of the United Kingdom subsequent to
March 11, 1941 and accepted or acknowledged by the Pre31dent on
behalf of the United States of America.

Articre VII

The terms and conditions upon which the United Kingdom receives
defense aid from the United States of America and the benefits to be
received by the United States of America in return therefor, as finally
determined, shall be such as not to burden commerce between the two
countries but to promote mutually advantageous economic relations
between them and the betterment of world-wide economic relations;
they shall provide against discrimination in either the United States
of America or the United Kingdom against the importation of any
product originating in the other country; and they shall provide for
the formulation of measures for the achievement of these ends.

ArticLe VIII

This Agreement shall continue in force from the date on which
it is signed until a date agreed upon by the two Governments.

Signed and sealed at Washington in duplicate this . . . . . day
of ..... ,1941.

On behalf of the United States of America:

(Title)
On behalf of the United Kingdom of
Great Britain and Northern Ireland :

(Title)
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811.20 (D) E.M.D.E./118: Telegram

The Ambassador in the United Kingdom (Winant) to the Seoretary
of State

Lonpon, July 28, 1941—9 p. m.
[Received July 28—3: 35 p. m.]

3251. For Secretary Morgenthau. Following up your cable 2657,
July 18, 8 p. m., I had a conference this morning with the Chancellor
of the Exchequer ‘Sir John Anderson, head of the Privy Council;
Lord Portal, the Deputy Minister of Supply; and Lord Woolton,
Minister of Food, on the handling of lend-lease articles and also dis-
cussed the question of the export of British materials in cases where
they are asking us to supplement their own supplies with similar
materials from the United States, for which there exists a shortage in
the United States.

‘We were promised a statement within 48 hours. I believe they are
making a genuinely sincere effort to meet the situation. I feel that
the Anderson statement was so limited in scope that the Chancellor’s
promised memorandum should be complete. I believe it will be so
and that it will be supported by appropriate action.

Coe is assisting me. We will forward their conclusions for your
criticism and comment as soon as the information is available.

WINANT

841.24/6483

Mr. J. M. Keynes, Financial Adviser to the British Government, to
the Assistant Secretary of State (Acheson)

‘ New Yorg, July 29, 1941.

My Drar-AcuEson : I should not like it to be thought because of
my cavilling at the word “discrimination” that the excellence and
magnanimity of the first part of that Article VII and of the document
as a whole had gone overlooked.

I will do what I can to interpret the mind of the President and of
the State Department to people at home and feel some confidence
that a right conclusion will be reached.

The Ambassador comes on leave in about a fortnight and I dare say
that the main discussions will await his return. So do not expect a
reply in the very near future.

My so strong reaction against the word “discrimination” is the re-
sult of my feeling so passionately that our hands must be free to make
something new and better of the postwar world; not that I want to
discriminate in the old bad sense of that word—on the contrary, quite
the opposite.
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But the word calls up, and must call up—for that is what it means
strictly interpreted—all the old lumber, most-favored-nation clause
and the rest which was a notorious failure and made such a hash of
the old world. We know also that won’t work. It is the clutch of

“the dead, or at least the moribund, hand. If it was accepted it would
be cover behind which all the unconstructive and truly reactionary
people of both our countries would shelter. We must be free to work
out new and better arrangements which will win in substance and not

_ in shadow what the President and you and others really want. As

I know you won’t dispute this, we shall be able to work something

out. Meanwhile forgive my vehemence which has deep causes in my
hopes for the future. This is my subject. I know, or partly know,
what I want. I know, and clearly know, what I fear.

Sincerely yours, J. M. KryYnNEs

841.5018/714 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
' of State

Lownpon, July 31, 1941—noon.
[Received July 81—10:45 a. m.] .

8310. Personal for the Acting Secretary for the Secretary of the
Treasury. In Mr. Hopkins’ message to me 2483, July 9, and in Secre-
tary Morgenthau’s message to Coe 2657, July 18, in which I was asked
to collaborate and also in a section of Secretary Wickard’s * message
2761, July 24,” inquiries were made as to the distribution of articles
under the Lend-Lease Bill. I have made replies to these messages in
my messages 8189, July 24; 8251, July 28; and 8278, July 29, to the
Secretary of the Treasury and also in my message 3229, July 26,2 to
the Secretary of Agriculture.

Mr. Hopkins asked me to follow this matter up for him as he did
not have time to press the importance of the issue himself. Since
there seems to be no agreement in principle, I asked the Chancellor
of the Exchequer for a statement as I explained in my message 3251,
June [July] 28.

The statement handed to me this evening by the Chancellor is as
follows:

“1. All materials which we obtain under the Lend-Lease Act are
required for the prosecution of the war effort. This principle governs
all questions of the distribution and use of such goods and His Majes-
ty’s Government have taken and will continue to take action to see

# Claude R. Wickard, Secretary of Agriculture.
# Not printed.
* Telegrams Nos. 3278 and 3229 not printed.
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that these goods are not in any case diverted to the furtherance of
private interests.

Eaxport Policy.

2. No lend-lease materials sent to this country have been used for
export.

?I)). For some time past exports from the United Kingdom have been
more and more confined to those essentials Si) for the supplir of vital
requirements of overseas countries, particularly in the sterling Em-
pire; (ii) for the acquisition of foreign exchange particularly in
the Western Hemisphere. His Majesty’s Government will now adopt
the policy summarized below:

(ig In the future no materials on which the use is being restricted
in the United States on the grounds of short supply and of which we
obtain supplies from the United States either by payment or on lend-
lease terms will be used in exports with the exception of the following
special cases:

(@) Material which is needed overseas in connection with sup-
plies essential to the war effort for ourselves and our allies, and
which cannot be obtained from the United States. This would
enable us (i) to export supplies essential to the war effort to coun-
tries within the Empire and to our allies, and (ii) to export such
articles as tinplate for canning to Portugal and the Argentine
for our food requirements, if such tinplate could not be supplied
by the United States of America.

(%) Small quantities of such materials needed as minor though
essential components of exports which otherwise are composed
of materials not in short supply in the United States.

((10) Repair parts for British machinery and plant now in use,
and machinery sea plant needed to complete installations now
lfmder construction so long as they have already been contracted

or.

Steps will be taken forthwith to prevent the execution of existin
contracts for the export (except to Empire and Allied territories) o
such goods which do not come within the exceptions referred to in
(a), %b) and (¢) above. (i. a.) Materials which are not in short
su%ply in the United States but which we obtain on lend-lease terms
will not be used for export in quantities greater than those which we
ourselves produce or buy from any source.

Distribution in the United Kingdom Ohancelleries Lend-Lease Goods.

4. The general principle followed in this matter is that the re-
muneration received by the distributors, whatever the method of dis-
tribution, is controlled and will be no more than a fair return for the
services rendered in the work of distribution. The arrangements
rigorously exclude any opportunity for a speculative profit by private
interests from dealing in lend-lease goods. In most cases lend-lease
supplies will be distributed through organizations acting as agents of
His Majesty’s Government in the strict sense of the term and not as
principals.  Where, for strong practical reasons, this cannot be done
a full explanation will be supplied to the United States administra-
tion and their concurrence sought beforehand in any alternative
arrangements proposed. The justification for retaining existing
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channels of distribution operating under strict Government control
is that the creation of elaborate new organizations in their place would
inevitably result in loss of efficiency and the wasteful use of manpower,
and retard the war effort. -

5. Food is a special case. Only some 5 or 6 percent of the total
British food supply will come from the United States and without
great practical complications it would be impossible to have a separate
system for the distribution of lend-leased food. Food distribution is
carried out in the United Kingdom by wholesalers to whom the Gov-
ernment sells food as principals. In fact the Ministry of Food has
established a close control over all district margins so that neither the
wholesalers nor the retailers receive any greater remuneration than is
adequate to cover the cost of the services performed. No food obtained
on lend-lease terms is or will be sold at uncontrolled prices. Thus,
the general arrangements as re;gards the issue of lend-leased food fit
into His Majesty’s Government’s policy of stabilizing the whole price
level of foodstuffs, a policy to which the Government contributes
pounds 100 millions a year.

6. In some cases direct free distribution is practicable and will be
adopted. For example, some milk products (including lend-leased
supplies from the United States) are distributed direct and free of
charge to children and others in need through schools, clinics and
hospitals. The distribution is undertaken by state agencies and the
cost of the distribution is borne by the Government.”

The statement handed me by the Chancellor should be read in con-
nection with the public announcement made in the House by the
Prime Minister in his address of Tuesday (see message 3278, July 29).

Coe is preparing, with the cooperation of British Treasury officials
an exact description of the methods of distribution of all articles
under the Lend-Lease Bill which will be forwarded on completion.

I would appreciate your informing the President on this matter as
I understand from Mr. Hopkins that he is interested in this situation.
It would also be helpful if you would let General Burns? have
copies of this entire correspondence for his own information and for
Mr. Hopkins on his return.

I explained to the Chancellor that I was forwarding this state-
ment toyou. An early answer would be greatly appreciated.

' WinanT

841.24/6433

Memorandum by the Chief of the Division of Commercial Treaties
and Agreements (Hawkins) to the Assistant Secretary of State
(Acheson)

[WasHiNGTON,] August 1,1941.

Mz. AcugsoN: Mr. Keynes’ views on the most-favored-nation clause
are not very clear from this letter.? It is apparent, however, that he

* Maj. Gen. James H. Burns, Executive Officer, Office for Bmergency Manage-
ment, Division of Defense Aid Reports.
* Letter to Assistant Secretary of State Acheson, July 29, p. 16.
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doesn’t like it. Taking some of his oral remarks in conjunction with
this letter, the main terms of his indictment can be made out. I set
them down with my comments:

On one occasion recently Mr. Keynes stated that obviously the most-
favored-nation principle did not in fact result in nondiscriminatory
treatment since it often happens that a country, despite its most-
favored-nation obligations, will apply a generally higher level of duties
to the characteristic products of a particular foreign country than
those applicable to the characteristic products of another country;
hence it discriminates against the former without calling it discrimi-
nation. For example, France used to claim that we discriminated
against her because our level of duties on her typical products (luxury
products) were higher than those on the typical products of other
countries.

The answer is, of course, that the most-favored-nation clause does
not pretend to insure that a country’s policy will be wholly nondis-
criminatory or even equitable. It has a much more modest and
attainable objective which is simply that any given product of a par-
ticular foreign country will not be placed at a competitive disadvantage
as compared with the like product of any third country. It aims to
prevent artificial diversion of trade as between foreign supplying
countries; to insure that the efficient producer in one foreign country
will not, because of discriminatory practices in the importing country,
lose his market to less efficient producers in other countries.

Mr. Keynes’ argument regarding discriminatory general tariff levels
is not an argument against the most-favored-nation clause because
that clause does not even profess to cover such generalities. Our
tariff rates on silk fabrics may, for example, impose a greater burden
on this typically French product than do our rates on Argentine
canned beef. The most-favored-nation clause does not even seek to
cover such a situation since no diversion of business away from French
producers and into the hands of less efficient foreign suppliers is
involved. :

This leads to another contention of Mr. Keynes which is set forth in
his letter to you of July 29, namely, that the most-favored-nation prin-
ciple is a shelter for reactionaries. There is an element of truth in
this. The policy of the United States during the twenties illustrates
the point Mr. Keynes has in mind. During that period we insisted
on the right to impose any tariff we saw fit for the protection of domes-
tic producers and at the same time insisted on receiving as favorable
treatment in each foreign country as that granted to our competitors
in third countries. In short,if we could have made this stick, we could
have maintained any tariff we chose without danger of paying a stiff
price for it by having our export trade diverted into the hands of our
competitors. In those days we did in fact what Mr. Keynes suggests;
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attempted to take shelter behind the most-favored-nation clause in
order to impose exorbitant tariffs without suffering the consequences.

It is to be admitted that the most-favored-nation principle alone,
without a moderate level of nondiscriminatory rates, is not sufficient
of itself to promote a healthy international trade. The United States
has since recognized this fact in the enactment of the Trade Agree.
ments Act.?® In the post-war period we should seek to get the widest
possible acceptance of both of these principles.

Mr. Keynes argues in this letter to you that the most-favored-nation
clause “made a hash of the old world”, (presumably meaning the pre-
war world). This is a most unwarranted statement. It would be
much more accurate to say that the British, and other countries, made
a hash of the most-favored-nation clause by negotiating bilateral ar-
rangements and other agreements which resulted in widespread
discriminations.

On the whole, the tenor of Mr. Keynes’ argument seems to be that
we are attaching too much importance to nondiscriminatory treat-
ment of our trade; that discrimination is not after all a matter of such
significance as to justify our interfering with the bilateralistic plans
which Mr. Keynes has in view. If definite proof were needed that
nondiscriminatory treatment ¢s important, and important to the Brit-
ish themselves, it could easily be had by suggesting that this obsolete
instrument, the most-favored-nation clause, be omitted from the re-
vised trade agreement now under discussion. This would allow us to
impose higher duties on British goods than apply to like products
from competing sources, and would be our counterpart of the free-
dom which the British wish to reserve for themselves to discriminate
in the application of their exchange control. It would be a perfectly
safe experiment, as they would never agree to it.

It seems to me that what Mr. Keynes has completely failed to see-
and understand is that the idea of nondiscrimination (in the prop-
erly limited sense as used above) is not a philosophical concept but
rather a matter involving considerations of practical politics and eco-
nomics. The imposition of high, though nondiscriminatory, trade
barriers for the protection by a country of its own producers does and
has aroused resentment, but this resentment is mitigated by the fact
that a certain degree of preference by a government for its nationals
is understandable and tolerable. But discrimination in favor of other
foreigners is not so regarded. And above all, he fails wholly to see
that after the sacrifices the American people are being called upon to
make to help Great Britain in the present emergency (even though
we are thereby helping ourselves), our public opinion simply would
not tolerate discrimination against our products in Great Britain

* Approved June 12, 1934 ; 48 Stat. 943.
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and, at Great Britain’s instance, in other countries. Mr. Keynes’
failure to grasp this humble fact probably explains his failure to un-
derstand the impossibility of collaboration between the United States
and the United Kingdom in the atmosphere which his kind of policy
would create and hence the serious consequences to both countries
and to the world which could result from that policy.

841.24/659a : Telegram

The Secretary of State to the Ambassador in the United Kingdom
» (Winant)

W asHINGTON, August 6, 1941—7 p. m.

2994. Personal from Harriman:

“Brendan Bracken #' asked me to report to him misconceptions that
America had of Britain. Will you please tell him the belief is preva-
lent among political and business circles that:

1. Britain is using Lend-Lease materials to foster and retain her
commercial export markets.

2. Large profits are being made by commercial interests in process-
ing and distributing Lend-Lease raw materials.

I believe Bracken has an interest in getting the facts and seeing that
in future accurate information is released from London so that the
Americans will understand the British Government’s general attitude
and will not be upset by accidental incidents that may occur from time
to time even after the understanding which you are now working on
is reached.”

Huowu

841.24/688 : Telegram

The Secretary of State to the Ambassador in the United Kingdom
(Winant)

W asHINGTON, August 15, 1941—6 p. m.
3165. From Oscar Cox.?

“I am told by the British Purchasing Commission that London is
holding up formulation of a definite policy with respect to the re-
export and commercial distribution of Lend-Lease articles pending
receipt from us of comments on Sir Kingsley Wood’s memorandum
forwarded by you on July 31, 1941.% % understand also that on
receipt of this memorandum the Treasury cabled you suggesting that
Mr. Purvis was familiar with our point of view here and that you
might wish to get in touch with him.

2 British Minister of Information.
2 Counsel of the Office of Emergency Management.
* See telegram No. 8310, July 381, noon, p. 17.
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‘We discussed the problems presented by re-export and commercial
distribution of Lend-Lease articles fully with K/Ir. Purvis, and ex-
pressed the policy which would be satisfactory to us in two letters,
which Mr. Purvis took with him to London and with which I under-
stand he was in substantial agreement. Mr. Harriman has also been
consulted about these letters and has approved them. I am transmit-
ting at the end of this telegram the texts of these two letters with
slight modifications recently developed here.

ou will see that the only basic difference between our statement
and Sir Kingsley Wood’s is that his criterion for limitations on re-
export is short supply, whereas ours is competition.

ould you be able to find out from Sir Kingsley Wood whether he
discussed these letters with Mr. Purvis and whether he approves the
policy which they express. If so, we can exchange them with the
British here immediately.”

Following is the text of a draft letter dated August 14 from Gen-
eral Burns to the Chairman of the British Supply Council :

- “In view of current public discussions of British export policy and
its relation to the administration of the Lend-Lease Act, it seems
timely to set forth in concrete form certain of the principles which
have guided this Division in the administration of the Lend-Lease
Act and will continue to do so in the future.

As you know, it has been the policy of this Division from the outset
to limit the aid rendered under the Lend-Lease Act to that which is
essential to the maintenance of the war effort and to refuse consent
under Section 4 of the Act to the use of Lend-Lease articles for re-
export in commercial trade. To execute this policy we have required
a stipulation in the requisitions that Lend-Lease articles which might
be available for such export be used in the United Kingdom or in other
parts of the Empire and only for needs essential to the maintenance
of the war effort. )

We appreciate that Great Britain must continue exports in order
to obtain imports. However, this Division has urged and will con-
tinue to urge upon His Majesty’s Government the importance of Great
Britain’s making every effort to concentrate her exports in the field
of traditional articles and to cut down exportation of articles similar
to, or made of materials similar to, those being provided through
Lend-Lease funds to the irreducible minimum necessary to supply
or obtain materials essential to the war effort.

I would appreciate your confirming that the foregoing conforms
to your understanding of the basis upon which Lend-Lease articles
are being provided and receiving your assurance that every effort will
be made to carry out the foregoing policy to the fullest extent.”

Following is the text of a draft letter dated August 14 from General
Burns to the Chairman of the British Supply Council :

“Section 4 of the Lend-Lease Act requires the consent of the Presi-
dent to any retransfers of lend-lease articles by His Majesty’s Gov-
ernment. Distribution through commercial channels in the United
Kingdom and in other parts of the Empire of necessity involves a
retransfer and Presidential consent.
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In the administration of the Lend-Lease Act the President will
expect that, insofar as practicable, lend-lease articles will be dis-
tributed through Government agencies and, in the case of foods, on
the free list. Where such distribution is not practicable, the President
will, before granting his consent to commercial distribution, require
agsurances that:

a. The articles to be distributed commercially, and those into
Wéxich they are incorporated, are essential to the British war
effort.

b. The commercial channels of distribution to be used are the
most effective and economical means of assuring the efficient use
of the articles or their prompt delivery to the places where they
are needed.

¢. No profiteering by commercial distributors of the articles
will be permitted.

d. There will be no discrimination against American firms.

Since the nature of distribution and ultimate destination of the
various articles to be commercially distributed either in their original
or in an advanced form naturally varies widely with a particular
article, it is impossible for any blanket consent to retransfer to be
given and each case must be determined on its own facts. The follow-
ing, however, are suggested as items of information which would
assist the President in determining whether the basic criteria set
forth above have been met:

1. Destination of articles—in original and advanced form,
e. g. United Kingdom, Dominions, Colonies, etc.

9. Intended use of articles and those into which they are to be
incor&orated, e. g., military, civilian, etc.

3. Method of distribution to be adopted, showing the channels
through which the materials pass to the user. -

4, Evailability of Government distribution agencies.

5. The status of the distributors, i. e. whether they are acting
as agents of the distributing Government or as principals pur-
chasing to re-sell to consumers.

6. The extent to which Government supervision is exercised
over distributors to insure that the prices and fees charged by
them will be limited to a minimum reasonable remuneration for
services actually performed.

7. Details of distribution, e. g. will the recipient Government
sell the articles to a manufacturer, or will it deliver them to
him gratis for incorporation in a completed article.

More detailed information will be expected in case of distributions
in the Dominions and other parts of the Empire than in the United
Kingdom in view of the strict controls known to be in force in the
United Kingdom. '

The foregoing are suggestions only and are not intended to be all-
inclusive, as the necessity for further and different information will
undoubtedly become apparent in particular cases. I am confident that
most cases will fall into more or less standardized patterns, so that
a method of presenting the necessary information can be worked out
which will avoid useless repetition and complication of requisitions.”

HuowL
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841.24/689 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
of State

LoxooxN, August 19, 1941—1 p. m.
[Received August 19—10:30 a. m.]

8722. Personal for Oscar Cox. In answer to your 3165 of August
15, L had a long talk with Mr. Purvis the morning of August 14. We
discussed at some length the negotiations in regard to the treatment
of British exports in relation to the materials received from the
- United States under Lend-Lease. He was leaving that afternoon at
Lord Beaverbrook’s® request for Scotland to take a plane back to
the United States without having finished the contacts he meant to
make here or completing discussions on important items. He intended
to return to London within 4 or 5 days. He told me that he had not
as yet taken up with the Chancellor the draft letter from General
Burns directed to the chairman British Supply Council. When I
called on the banker yesterday afternoon he confirmed this fact. I
gave Sir Kingsley Wood a copy of General Burns’ letter which he read
and after reading said he wanted to take time to consider it. When
I saw him the last time in regard to this matter I explained that it
would be necessary to wait until Mr. Hopkins returned before reach-
ing a decision. I told Mr. Hopkins this just before he left. Mr.
Purvis planned to talk about this situation again with Mr. Hopkins
as a result of our conversations. He also took with him a letter to
Mr. Hopkins and copies of all exchanges of messages on this subject.
This letter was burned with all other documents that Mr. Purvis took
with him. I had copies made immediately but due to the delay in
arrival of the American transport plane it will probably not leave
before Thursday. It should reach Mr. Hopkins the end of the week
as I explained to him in my message 3653 of August 15, 8 p. m.3

You suggest in your message 3175 [3165], Avugust 15, 6 p. m. “that
the only basic difference between our statement and Sir Kingsley
Wood’s is that his criterion for limitations on re-export is short supply
whereas ours is competition”. The idea of including short supply as
the criterion was suggested by Mr. Hopkins and I insisted on its in-
clusion in my discussions with the Chancellor.

I found indirectly that a copy of General Burns’ letter had been
forwarded from the United States to the [apparent omission] here
and had at least been discussed by the men who have to deal directly
with these problems.

The British would like to export cotton goods and other articles
where the raw materials are not in short supply in the United States.

 Minister of Aireraft Production.
# Not printed.

409021—59——3
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Your first principle of competition would seem to prevent this but
your second principle would seem to allow it. Since the British
consider cotton goods exports to be important it would be helpful to
receive your interpretation of whether your draft proposals would
allow such exports. A decision on this commodity might or might not
apply to other commodities. In my discussions with Mr. Purvis he
suggested exceptions and said he thought that you had committee
machinery in Washington that might deal with these specific problems.
Would you please ask Mr. Hopkins after he has read your cable to
me and my reply to you if he would personally take the matter up
with Mr. Morgenthau explaining the reasons for delay which trouble
me as I realize that a conclusion on the subject in principle at least

should be reached promptly.
WINANT

841.24/698 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
of State

Lonpox, August 22, 1941—midnight.
[Received August 22—9:10 p. m.]

3821. Personal for Mr. Hopkins. I would greatly appreciate a
reply to my 3722 of August 19 directed to Oscar Cox.

The day before yesterday the Chancellor of the Exchequer asked
me if T would have an informal talk with him at the Treasury. He
there explained to me that I had asked for a conference on the use of
lend-lease materials in the British export trade and that several min-
isters of the Government had sat in on that conference, that after
considerable preliminary investigation and discussion he more than
2 weeks ago had submitted a memorandum * which I had agreed to
forward to the United States for consideration and comment, that
simultaneously with my action here a letter covering the same subject
was submitted by General Burns in Washington. :

The Chancellor suggested that he would be glad to have the discus-
sion undertaken in Washington or in London. He said he would be
glad to withdraw the memorandum of his Government which he sub-
mitted to me and which I communicated to Secretary Morgenthau and
read to you. He then said that after withdrawing his memorandum
he would be willing to negotiate on General Burns’ letter. He did not
feel that to negotiate in London on his memorandum while a counter-
negotiation was going on in Washington was particularly helpful.

I asked that he continue to stand on the memorandum as presented
to me until you personally could reply from Washington.

2 See telegram No. 3310, J uiy 31, noon, p. 17.
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The increasing number of people who negotiate with the British
Government often without definite assignment to the Embassy and
efforts to reach agreements on both sides of the water at the same
time seriously interfere with the work of the Embassy. The more
times I uselessly contact government agencies here the less chance I
have of making effective contact when action is necessary. 1 want
very much to have our relations with the British both friendly and
orderly so that we can build confidence that permits continuing trust
and cooperation. Please help me.

WINANT

841.24/698 : Telegram

The Secretary of State to the Ambassador in the United Kingdom
(Winant)

WasaINGTON, August 28, 1941—7 p. m.

3466. In reply to your 3821 to Mr. Hopkins and 3722 to Oscar Cox,
who have both been away. The Chancellor’s statement forwarded in
your 3310 has been considered by Mr. Hopkins, Secretary Morgenthau,
General Burns and representatives of this department. This Govern-
ment regards it in the main as an admirable statement which would be
acceptable if the following modifications could be made :

1. Section “2” to read “Lend-Lease materials sent to this country
have not been used for export and every effort will be made in the
future to ensure that they are not used for export.”

We think it important to establish the principle that actual material
furnished under Lend-Lease should not itself be re-exported. We
can assure the British that in cases where complete physical segregation
of Lend-Lease material is impracticable, we will be satisfied that they
have lived up to their undertaking if they consume as much or more
of the material in the United Kingdom as they obtain under
Lend-Lease.

2. Last sentence of last paragraph of section “3” to read “Where
materials being provided through Lend-Lease funds are not in short
supply in the United States, the export of similar materials or articles
made of similar materials will not be restricted except in cases where
such exports compete with American exports. Insuch cases of compe-
tition, every effort will be made to restrict such exports to the irreduci-
ble minimum necessary to supply or obtain materials essential to the
war effort.” This would permit export of cotton, for example, to the
extent that such export is necessary to supply Dominion or Allied
forces or to obtain foreign exchange for imports essential to the war
effort.

8. Add to paragraph “4” the sentence: “In the distribution of Lend-
Lease goods there will be no discrimination against United States
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firms.” We feel that this addition is necessary in the light of reports
this Department has received concerning discrimination against
American firms.

Howw

841.24/720 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
of State

LonpoN, September 3, 1941—8 p. m.
[Received 8:35 p.m.]

4059. For the Secretary and Under Secretary. The day following
receipt of your 3466, August 28, 7 p. m., I discussed the question of
the modifications you asked for which required amendments to the
Chancellor’s statement forwarded in my 3310 and asked for their ac-
ceptance. At the Chancellor’s request, I sent him a letter containing
the amendments and the substance of the Department’s interpretative
comment. He asked for time for consideration and consultation. On
September 2, I received a letter from him which read in part as
follows:

“My colleagues and I have considered these amendments and sub-
i ﬁct to the drafting points which I mention below we are glad to accept
them.

On the amendment to paragraph 4, I have no comments to make.
We agree with it entirely. '

The amendment to paragraph 2 is entirely satisfactory when read
together with your comments on it; but, owing to the fact that in the
case of some commodities, such as cotton, I regret that segregation is
completely impossible, we feel that, unless the qualifications W%lich you
propose is incorporated in the text itself we run too near thé risk of
undertaking the impossible. I therefore suggest that paragraph 2
of the memorandum should run as follows:

‘Lend-lease materials sent to this country have not been used for export and
every effort will be made in the future to ensure that they are not used for ex-
port, subject to the principle that where complete physical segregation of lend-
lease materials is impracticable domestic consumption of the material in ques-

tion in the United Kingdom shall be at least equal to the amounts received under
Lend-Lease.

We accept the essence of the second amendment but it would not be
easy for the Board of Trade to administer it unless it were made a
little more precise; and the principle which it embodies is so important
that I should like to give it rather more emphasis. I suggest, there-
fore, that we should leave the end of paragraph 3 as it is, but insert
?e{:lween the revised paragraph 2 and paragraph 3 a new paragraph as

“follows:

‘His Majesty’s Government have not applied and will not apply any lend-lease
materials in such a way as to enable their exporters to enter new markets or to
extend their export trade at the expense of the United States exporters. Owing
to the need to devote all available capacity and man power to war production, the
United Kingdom export trade is restricted to the irreducible minimum necessary
to supply or obtain materials essential to the war effort.’ ”
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The Chancellor, and particularly Sir Andrew Duncan, President
of the Board of Trade, in agreement with other Ministers, felt that
it would be far easier from the British point of view and ultimately
create less friction as between the United States and Great Britain
if the interpretation in paragraph 2 of your 3466 was made a part of
paragraph 1 section 2 as amended.

I believe the second suggested change is simply an effort at pre-
cision and to facilitate administration. [Apparent omission] no ob-
jection to it. The amendment to paragraph 4 is accepted without
comment.

In order to set up a possible alternative to the British position and
because I realize that the Department had reason for excluding from
the agreement the interpretation of paragraph 1 section 2, I sug-
gested an exchange of notes to cover interpretation of this section.
The question of publication of the interpretation was raised. The
British would accept the Department’s decision on the matter.

I feel that Duncan is tough but honest and would like to get the
negotiations in exact terms and in the open on a practical working
agreement so as to minimize friction and misunderstanding on both
sides and that he genuinely accepts the moral and military need of
restricting “exports to their irreducible minimum necessary to supply
or obtain materials essential to the war effort”.

For your convenience I am setting out below the paragraphs under
discussion, giving first, the version in the Chancellor’s statement for-
warded in 3810, secondly, the suggested amendments contained in 3466
from the Department, and thirdly, the amendments contained in the
letter of September 2 from the Chancellor, which is quoted above.

1. Paragraph 2.

a) Chancellor’s original statement reads: “No lend-lease ma-
terials sent to this country have been used for export”.

(6) Amendment suggested by Department: “Lend-lease materials
sent to this country have not been used for export and every effort
will be made in the future to ensure that they are not used for export”.

(¢) Chancellor’s amended statement: “Lend-lease materials sent to
this country have not been used for export and every effort will be
made in the future to ensure that they are not used for export, subject
to the principle that where complete physical segregation of lend-
lease materials is impracticable, domestic consumption of the material
in question in the United Kingdom shall be at least equal to the
amounts received under Lend-Lease”.

2. End of paragraph 3.

(a) Chancellor’s original statement: “Materials which are not in
short supply in the United States but which we obtain on lend-lease
terms will not be used for export in quantities greater than those which
we ourselves produce or buy from any source.”

() Amengment suggested by Department: “Where materials
being provided through lend-lease funds are not in short supply in
the United States, the export of similar materials or articles made
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of similar materials will not be restricted except in cases where such
exports compete with American exports. In such cases of competi-
tion, every effort will be made to restrict such exports to their irre-
ducible minimum necessary to supply or obtain materials essential
to the war effort”.

(¢) Chancellor’s amended statement: The Chancellor proposes
that a new paragraph shall be inserted between the revised paragraph
2 and paragraph 3 as follows: “His Majesty’s Government have not
applieg and will not apply any lend-lease materials in such a way as
to enable their exporters to enter new markets or to extend their
export trade at the expense of United States exporters. Owing to
the need to devote all available capacity and man power to war pro-
duction, the United Kingdom export trade is restricted to the irreduci-
ble minimum necessary to supply or obtain materials essential to the
war effort”.

The Chancellor proposes that the end of paragraph 8 shall remain
as in the original draft: “Materials which are not in short supply in
the United States but which we obtain on lend-lease terms will not
be used for export in quantities greater than those which we ourselves
produce or buy from any source.”

3. Addition to paragraph 4.

(b) Suggested statement by Department: “In the distribution of
}iend-}ease goods there will be no discrimination against United States

rms”.

(¢) The Chancellor’s amended statement: “In the distribution of
lend-l,ease goods there will be no discrimination against United States
firms”.

An early decision on this matter would help here.
WINANT

841.24/720 : Telegram

The Secretary of State to the Ambassador in the United Kingdom
(Winant)

WasHINGTON, September 5,1941—midnight.
3613. In reply to your 4059 * the changes suggested by the Chan-
cellor are satisfactory, subject to minor drafting changes suggested
below to make clear the understanding that references to “Lend-
Lease materials” appearing subsequent to Paragraph 1 of Section 2
mean materials similar to those provided under Lend-Lease and not
actual Lend-Lease materials themselves. Otherwise there would be
an inconsistency with Paragraph 1 of Section 2.
To accomplish this result suggest the following: First sentence of
new paragraph proposed by Chancellor for insertion between revised
Paragraph 2 and Paragraph 3 to read:

“His Majesty’s Government have not apﬁlied and will not apply any
materials similar to those supplied under Lend-Lease in such a way as

 Supra.
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to enable their exporters to enter new markets or to extend their export
trade at the expense of United States exporters.

Subdivision (i) of Paragraph 8 of the Chancellor’s original state-
ment to begin “In the future no materials of a type the use of which
is being restricted in the United States, etc.”

The last sentence of Paragraph 8 of the Chancellor’s original state-
ment to read “Materials similar to those being provided under Lend-
Lease which are not in short supply in the United States will not be
used for export in quantities greater than those which we ourselves
produce or buy from any source.”

We would like very much to announce this agreement in the Presi-
dent’s Lend-Lease report to Congress, planned for September 9. Can
you advise at your early convenience if foregoing is satisfactory.

Huw,

841.24/741 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
of State

Loxpon, September 7, 1941—5 p. m.
[Received September 7—2:19 p. m.]

4130. This morning the Chancellor telephoned me to say that his
Government was glad to accept the drafting changes asked for in
your 8613, September 5, midnight.

He suggested that there be an exchange of letters between Mr. Eden,
the Foreign Secretary, and myself to establish formal acceptance. I
am sending the texts they suggest to you in a separate message.

You may want to suggest some other method of confirmation.

The British are anxious to have a simultaneous release timed with
our release from Washington. Their release will be in the form of a
White Paper. They are asking their Embassy at Washington to ar-
range the timing with the Department.

WINANT

841.24/740 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
of State

Loxvox, September 7, 1941—11 p. m.
[Received September 7—6 : 55 p. m.]
4133. My 4130, September 7,5 p. m. Following suggested drafts of

letters for exchange between Mr. Eden and myself just received from
the Foreign Office.
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“8th September 1941. .

My Dear Ambassador: With reference to the conversations about
lend-lease material which have recently taken place in London and in
which you have participated I enclose an agreed memorandum on the
policy which His Majesty’s Government intend to follow with regard
to exports from this country and with regard to the distribution here
of lend-lease material. I shall be glad if 1;;ou will transmit it to your
Government. Yours sincerely, (sd.) Anthony Eden.”

“8th September 1941.

Dear Mr. Eden, Thank you for your letter of September 8th, en-
closing a memorandum on United Kingdom export policy and on the
distribution of lend-lease material. I have caused the memorandum
to be transmitted immediately to Washington for the information of
my Government. Sincerely yours, (sd.) John G. Winant.”

Foreign Office states it is requesting British Embassy at Washington
to arrange with you for release of the President’s report at 12 noon
on Tuesday, Washington time or as near thereto as possible so that
the British White Paper may be released at 6 p. m.

See my immediately following telegram * for final text of the mem-
orandum as received from the Foreign Office with the draft exchange
of letters.

WINANT

841.24/742 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
of State

Lonpon, September 7, 1941—midnight.
[Received September 7—10:25 p. m.]

4134. My 4133, September 7, 11 p. m. Following text of memoran-
dum on export and distribution of lease-lend material received from
Foreign Office together with draft exchange of letters.

“Memorandum.

1. All materials which we obtain under the Lend-Lease Act are re-
quired for the %rosecution of the war effort. This principle governs
all question of the distribution and use of such goods and His Majesty’s
Government have taken and will continue to take action to secure that
th:se goods are not in any case diverted to the furtherance of private
interests.

Ewxport Policy.

2. Lend-lease materials sent to this country have not been used for
export and every effort will be made in the future to ensure that they
are not used for export subject to the principle that where complete
physical segregation of lend-lease materials is impracticable domestic
consumption of the material in question shall be at least equal to the
amounts received under Lend-Lease.

 Infra.
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3. His Majesty’s Government have not applied and will not apﬁly
any materials similar to those supplied under Lend-Lease in such a
way as to enable their exporters to enter new markets or to extend
their export trade at the expense of United States exporters. Owing
to the need to devote all available capacity and manpower to war
production, the United Kingdom export trade is restricted to the ir-
reducible minimum necessary to supply or obtain materials essential
to the war effort.

4. For some time past, exports from the United Kingdom have been
more and more con&ed to those essential (1) for the suliply of vital
requirements of oversea countries, particularly in the sterling empire;
(23 for the acquisition of foreign exchange, particularly in the West-
ern Hemisphere. His Majesty’s Government will not [sic] adopt
the policy summarized below: (1) In future no materials of a type the
use of which is being restricted in the United States on the grounds
of short sup}f)ly and of which we obtain supplies from the United
States either by payment or on lend-lease terms will be used in exports
with the exception of the following s%ecial cases: (@) material which
is needed overseas in connection with supplies essential to the war
effort for ourselves and our Allies, and which cannot be obtained from
the United States. This would enable us (1) to export supplies essen-
tial to the war effort to countries within the Empire and to our Allies
and (2) to export such articles as tinplate for canning to Portugal and
the Argentine for our food requirements if such tinplate could not
be supplied by the United States; () small quantities of such ma-
terials needed as minor though essential components of exports which
otherwise are composed of materials not in short supply in the United
States; (¢) repair parts for British machinery and plant now in use
and machinery a,ndp plant needed to complete installations now under
construction, so long as they have already been contracted for. Steps
will be taken forthwith to prevent the execution of existing contracts
for, the export (except to Empire and Allied territories) of such goods
which do not come within the exceptions referred to in (), (8) and (¢)
above. (2) Materials similar to those being provided under Lend-
Lease which are not in short supply in the United States will not be
used for export in quantities greater than those which we ourselves
produce or buy from any source. ’ '

Distribution in the United Kingdom of Lend-Lease Goods.

5. The general principle followed in this matter is that the remuner-
ation received by the distributors, whatever the method of distribution,
is controlled and will be no more than a fair return for the services
rendered in the work of distribution. The arrangements rigorously
exclude any opportunity for a speculative profit by private interests
from dealing in lend-lease goods. In most cases, lend-lease supplies
will be distributed through organizations active as agents of His
Majesty’s Government in the strict sense of the term and not as prin-
cipals. Where for strong practical reasons this cannot be done, a full
explanation will be supplied to the United States Administration and
then concurrence soué t beforehand in any alternative arrangements
proposed. The justification for retaining existing channels of distri-
bution operating under strict Government control, ‘is that the creation
of elaborate new organizations in their place would inevitably result in
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loss of efficiency and the wasteful use of manpower, and retard the war
effort. In the distribution of lease-lend goods there will be no dis-
crimination against United States firms.

6. Food is a special case. Only some 5 or 6 percent of the total
British food supply will come from the United States, and, without
great practical complications, it would be impossible to have a separate
system for the distribution of lend-leased food. Food distribution is
carried out in the United Kingdom by wholesalers, to whom the Gov-
ernment sells food as principals. In fact, the Ministry of Food has
established a close control over all distributive margins so that neither
the wholesalers nor the retailers receive any greater remuneration
than is adequate to cover the cost of the services performed. No food
obtained on lend-lease terms is or will be sold at uncontrolled prices.
Thus, the general arrangements as regards the issue of lend-lease food
fit into His Majesty’s éovernment’s policy of stabilizing the whole
price level of foodstuffs, a policy to which the Government contributes
100 million pounds a year.

7. In some cases, direct free distribution is practicable and will be
adopted. For example, some milk products (including lend-leased
supplies from the United States) are distributed direct and free of
charge to children and others in need through schools, clinics, and
hospitals. The distribution is undertaken by state agencies and the
cost of the distribution is borne by the Government.

8th September, 1941.” :

‘WINANT

841.24/749a : Telegram

The Secretary of State to the Ambassador in the United Kingdom
(Winant)

WasHINGTON, September 8, 1941.

3656. The President’s message to Congress regarding lend-lease
has been deferred until Thursday.®®> We would accordingly prefer
that the simultaneous publication of the text of the exchange of letters
be timed on the following basis—namely, no later than Thursday, but
even before that time if the changes we have suggested can be cleared
and arrangements made for earlier publication. Please telegraph at
once if this is agreeable to the British government.

We would like to suggest two changes in the text of the British
memorandum as given in your 4134,% as well as a slight change in the
text of Mr. Eden’s letter.”” These suggestions will be cabled to you
tomorrow morning.

Huown

* September 11.

3 Qupra. )

¥ See telegram No. 4133, September 7, 11 p. m., from the Ambassador in the
United Kingdom, p. 81.
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841.24/742 : Telegram

The Secretary of State to the Ambassador in the United Kingdom
(Winant)

WasHINGTON, September 9, 1941.

3672. My 3644 and 3656.® Further consideration by this De-
partment of the text of the proposed agreement with the British, as
contained in your 4134 of September 7, 1941, leads this Department to
suggest that an urgent effort be made, before signing, to get the British
to agree to the two following changes:

1. Certain changes should, it is felt, be made in the text of section
4 of the memorandum, and also in Mr. Eden’s letter, for the purpose
of avoiding the implication that the British have been guilty of
serious transgressions as regards the matters referred to which they
will now undertake to correct. From a publicity standpoint this
seems unfortunate, and doubtless the British will be as anxious as
ourselves to avoid raising such an implication when it is not necessary
to do so.

The changes referred to are as follows:

1. Second sentence of section 4 to be changed to read as follows:
“His Majesty’s Government has adopted the policy summarized below :

(1) no materials”, etc., to end of the sentence.
2. The next to the last sentence of section 4 to be changed to read:

“Steps have been taken to prevent the export”, etc.

3. The first sentence ofp Mr. Eden’s letter to be changed so that the
portion which now reads “I enclose an agreed memorandum on the
policy which His Majesty’s Government intend to follow with regard
to exports,” ete., will, as revised, read as follows: “I enclose a memo-
randum on the policy of His Majesty’s Government with regard to
exports”, etc.

2. Section 4, omit the whole of the second sentence under Excep-
tion A, which begins “This would enable us”, etc.

The reason for this suggestion is the difficulty which arises in con-
nection with the second part of the sentence, pertaining to tinplate.
It seems certain that critics will raise the question as to how it is pos-
sible, considering the fact that provision has been made for purchase
by lend-lease of large amounts of tinplate for the British Empire,
that the British can have surplus tinplate of their own production to
send to Argentina or Portugal. The specific inclusion of this in-
terpretative provision seems certain to invite criticism which might not
otherwise be raised. Furthermore, it seems desirable in a memoran-
dum of this kind to avoid reference to specific commodities and
countries.

* September 8, 4 p. m., not printed.
® Supra.
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If the second part of this sentence is omitted, then the first part
Seems unnecessary, since its meaning is already incorporated in the

preceding sentence. v
HuoLu

841.24/751 : Telegram

The Ambassador in the United Kingdom (Winant) to the Secretary
of State

Lonpon, September 9, 1941.
[Received September 9—2:43 p. m.]

4183. Your 3672, 9th. Thanks helpful suggestions. Seeing the
Chancellor early tomorrow morning for final concurrence.

I am also suggesting that in numbered paragraph 6, second sentence,
the words “in tonnage” be inserted after “6 percent.” This seems es-
sential for clarity in meaning as the percentage in values is greater
than 5 or 6 percent. In same sentence I am suggesting that phrase
“is coming” be substituted for “will come.”

I will include these minor changes in the final document “ unless
I hear from you to the contrary.

WiNANT

841.24/811c: Telegram

The Secretary of State to the Ambassador in the United Kingdom
(Winant)

WasHINGTON, September 27, 1941—8 p. m.

4079. On July 28 last, Assistant Secretary Acheson handed to Mr.
Maynard Keynes a draft Lease-Lend agreement between the United
States and the United Kingdom. Mr. Keynes was to take this draft
with him back to London and to place it before the British Govern-
ment for its consideration. Since that time, we have had no word
from the British Government in regard to this proposed agreement.
1 am sure you realize the importance which we attach to concluding
such an agreement at an early date. I hope therefore that you will
get in touch with Mr. Eden and ask him to expedite the consideration
of this draft by the British Government in order that the negotiations
looking to the agreement may be pressed to a conclusion.
‘ HuowLw

© Por text of the final document, together with exchange of letters between
Mr. éﬂozgg O%nd Mr. Winant, see Department of State Bulletin, September 13, 1941,
pp. . ' '
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841.24/811 : Telegram

The Ambassador in the United Kingdom (Winant) to the
Secretary of State

Lonpon, September 29, 1941—midnight.
[Received September 29—8: 50 p. m. ]|

4606. Personal for the Secretary. In answer to your telegram 4079,
September 27, 8 p. m. I got in touch with Mr. Eden this noon. 1
asked him to help me expedite consideration of the draft agreement
between the United States and the United Kingdom. I explained to
him that Mr. Maynard Keynes had been given a copy of this draft
by Assistant Secretary Acheson on the 28 of J uly. He told me that
he would get in touch with Sir Kingsley Wood, the Chancellor. This
afternoon Mr. Eden telephoned me to say that the Chancellor was
sending at once a memorandum to Lord Halifax and that a copy
would be forwarded to me this evening. If you want me to pursue
this matter further, I will gladly do so.

Since Dr. Penrose  arrived I have gone over all the questions that
Mr. Acheson discussed with him as well as going through all the trade
and economic material that you have forwarded to me.

Before your message 3674, September 9, noon, and since I have
taken every occasion to emphasize our views as set forth in the second
paragraph of that message. I believe that we have made some
progress.

WinaNT

841.24/814 ; Telegram

T'he Ambassador in the United Kingdom (Winant) to the Secretary
of State

Lonpox, September 30, 1941—2 p. m.
[Received September 30—10: 15 a.m.]

4617. Personal for the Secretary. In relation to my message 4609
[4606], September 29, midnight. This morning the Chancellor asked
me if I would see him. He explained that Mr. Eden’s telephone con-
versation with me was not exactly accurate in that Lord Halifax had
taken with him draft memoranda which he wanted to discuss per-
sonally with Dean Acheson. He asked that I not request a copy of
the memoranda until Lord Halifax had an opportunity to speak with
Mr. Acheson. He further told me that the Dominion Governments
were being consulted and that they expected a reply within the next
2 or 3 days.

q “ Ernest F. Penrose, economic adviser to the Ambassador in the United King-
om.
“Vol. 1, p. 372.
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It is my guess that the British may ask to make a similar substitu-
tion of language (my message 4013, September 1, midnight ) as was
suggested by them when we discussed the exception clause “with due
respect for their existing obligations” in the fourth article of the
Roosevelt-Churchill statement.# In this situation and at this time
contrary to the advice I gave in the last paragraph of my message
4018, September 1, midnight, I believe we should insist on articles
even of the provisional draft given me when I was last in Washington
including the provision against discrimination. I think this can be
gotten without open debate in Parliament but if it came to debate on
this issue while the Parliament was considering Lend-Lease I believe
the majority of the Conservatives, Liberals, and the entire labor block
would give their support. I doubt if you will get a better opportunity
to press this matter.

For reasons that are good and that you would understand and
approve I would particularly ask that this message to you be not given
to Lord Halifax or any other British representative.

WINANT

841.24/898

Memorandum of Conversation, by the Assistant Secretary of State
(Acheson)

[WasHiNGTON,] October 8, 1941.

The British Ambassador called at his request after his conversation
with the Secretary. He referred to the draft temporary Lease-Lend
Agreement which had been given to Mr. Keynes in July and to the
conversation which I had had with the Ambassador just before he
left for England.

He told me that immediately upon his arrival in England he had
spent the weekend with the Prime Minister and had discussed the draft
agreement with him. He reported that the Prime Minister had stated
that, second only to the winning of the war, the most important thing
for the British Empire was to reach a satisfactory economic accord
with the United States and that all its other arrangements should
fall in line with this paramount matter.

The Ambassador then stated that he had then talked to Treasury
Officials. He mentioned Mr. Kingsley Wood, Mr. Keynes, and
“others”. He stated that they were also sympathetic with the objec-
tives of the agreement and appreciated its generosity. They felt,
however, that the clause in Article VII relating to the provisions
against discrimination should be clarified in order that there should

“Vol. 1, p. 370.
“ Joint statement by President Roosevelt and British Prime Minister Churchill
on August 14, 1941, known as the Atlantic Charter; for text, see vol. 1, p. 367.
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be no possibility of charges of bad faith or grounds for misunder-
standing. He said that the Treasury officials had been working on a
suggested clarification which the Ambassador had hoped to bring with
him. However, it had not been completed before he left and it will be
brought over by Mr. Opie,* who would be coming sometime this week.
This suggestion he said was along the lines of the suggestion which Mr.
Eden had made to Mr. Winant when Mr. Winant had proposed a
clarification of Article IV of the Atlantic statement. (The matter to
which the Prime Minister referred was as follows: By cable of August
25,% the Secretary had suggested the following as part of a joint
statement—*“The fourth point in the statement by the President and
Mr. Churchill is a forthright declaration of intention by the British
and American Governments to do everything in their power, now and
in the post-war period, by means of the reduction of trade barriers and
the reduction or elimination of preferences and discriminations, ‘to
further the enjoyment by all States, great or small, victor or van-
quished, of access, on equal terms, to the trade and to the raw materials
of the world which are needed for their economic prosperity.’” The
British suggested that the words immediately preceding the inner
quotes be changed to read “by means of the reduction or elimination of
harmful restrictions as part of a general scheme.”) The Ambassador
went on to say that he earnestly hoped that we could accept the sug-
gested change, but that before presenting the draft formally he would
like to present it to the appropriate officials informally so that he
might hav