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PERSQNAQ‘"~ 4416th Januany 1938ly dear Prime Minister,I have received a Hamper of Australian ,produce, which Mr. Pike the acting Agent General forQueensland has forvaréei to me with your comnlimnts.F: have not
yet had an aprcrtunity of consuming itscontents, butwhen we do soI have no doubt they will be xdmirableI :se"\d you our _;v1'a*.e1'u]. thanks andap3ren1at1on of ycn? remembrance of us.The Rt.Hon. J.A.LYOHS, MP.With
kini reqards,Yours sincerely,*1J



The1-sMy dear Prime19th January 1955linister,Lady lay, who is the wife of Sir George layChairman of enpaying a visitvanbrugh.leaves LondonLady lay is lmKiss Vanbrughan mch obligelook after thawfacilitate theit would
be deof Custcus tosee than when .show the anynoC'1d881'O8e5!8HIand it would bDeoartmen toto see Pariiarthey wuld wisThyou to arrangeshown to Ladywith the Brittpreset of aincreasingly i9I5Rt.8on. J.A.LYOI8,
l.P.Prime linister of Australiae Import Duties Advisory Committee isto Australia accolpaniod by liss éiolatThey are selling on the "Strathnaver" whihe 27th January. I understand thatding at Eelbaurne 1n the th larch andat
Sydney on the 9th iarch. I should bif y~u wavld get the Custems people toand do aqthing that is possible toclaaring of their baggage etc. I suggirable if you would get the Ministerrrange tar the Customs Authorities tohey
arrivo in Fremantle and generallyossible courtesies.ath@r thqg also propose visiting Canbarrvvry Hel~ful if /an usuld gat youraim -'11-‘!‘rm¥&':8n!;s for them to nave facilint House dd to in aha other things thatto d while in
Canberra.reason for aw writing t3 you and asking9CG0Bties.for some courtcsies and facllitias to be2 . ' nay and ‘I55 Vawbrugh is thxt our relatioh Import Duties Advisory Committee are ast cordial nature, and as they will
be/thattmportaut as time goes on, it 1: very esanhl2stial



‘N.ii?-3-that anything we can do to stimulate the rightatmosphere should be done.with kind regards,Yours sincerely,



. 7* 19th January 1933ly dear Prime linister,I enclose herewith copy of a letterwhich lcDougall has written to Ir. Salter who is theChairman of the Nine Board in Australia .The facts with regard to the matterare that lc0u%ull
hes, over the past few years, donea lot of work or the Wine Board in London and hasbeen used by then as a Consultant with regar to alltheir problems.when Br. Salter was over here lastyear he expressed his gratitude to
McDouga1l for all hehue done and incicated that the Wine Boer: nssired topay him an honorarium of one hundred guineas. Thisconversation took place after the Ottawa Conference onewhen Icbougail spoke to me about
the matter I in;icatedto him that moat cienrly no payment of such a charactermust be regarded as being for services renaered atOttawa. You Illi see that lcbougall makes this pointclear in the letter which 1 enclose.After the
first discussion the latterwas rather left in the air, but the other cay the repre-sentative of the Wine Board received instructions to payIcbougall 100 guineas ano a cheque for this amount wassent. when lcDougal- received
the cheque he saw Ieand asked me whether I thought he ought to accept it.The Rt.Hon. J.A.Lwons, I.P.,Prime linister of Australia.Canberra. F-C-T-



--9-I told him that I saw no reason why, as he is only parttime employed by the Commonwealth thet he should notaccept for general services renaered to the Board, butthat 1 felt it was desirable he should only accept itwith
the knowledge and concurrence of the CommonwealthGovernment; that I was not preparec to accept that con-currence owing to the fact that HcDougall has alwaysbeen so very closely associated with me personally,
andsuggested he should concunicete with Ir. Salter down thelines he has now written, and at the same time I wouldwrite to you.Ir. Salter no doubt will get in touchwith you. Hy personal view is that there is noobjection to
agreeing to the honorarium being paid toHcD0ugall.Your s ei ncerely,



. " i  iiwjj1.,v20th Jenuary 1953ly dear Prime Minister,low that the Chri8tma8, lee Year holiday isout of the way it has been possible to take up againseriously the question of optional conversion operations.I have been busily
engaged on this matterfor the lest fortnight but the whole position is so oifficultand alters so rapid y that it is quite useless for no toattempt to write you a considered appreciation of it. Ian, however, speaking to you on the
telephone on Tuesdaynext when I will be able to outline to you what are thedefinite problems that we have to consider in relation toour future actions.I have also been somewhat actively engaged inconnection with the
question of cleaning up the position withthe White Btar Co. Considerable progress has been madebut at the loment there is nothing that I could usefullywrite e;though I wilt take the opportunity, when speakingon the
telephone on Tuesday, to deal with this latter also.As I indicated to you in one of ly earlierletters, situations change so rapidly that it is ellostimpossible to deal with letters of importance by correspond-ence. The telephone
and teiagraph have got to be, I anconvinced, our major source of communication.With kind regards,Iours sincerely,The Rt.Hon. J-A-LXON6, IP.Prime linister of AustraliaC8l\hO!'1'8- F-C020 '[ A



<1 ‘1'1: }$\‘v \ "tPRIME MINISTER25rd January, 1955Dear Mr. Bruce,I have to acknowledge the receipt of yourletter of December 5rd, with regard to the questionof appointing the Prince of Wales as a Vice AdmiralIn the
Royal Australian Navy.This matter I am taking up with Sir GeorgePearce on his return to Melbourne this week.Yours sincerely,K rThe Right Hon. S.M. Bruce, C.H.,M.C., M.P.,Australia House,STRAND. LONDON.



D8tothto.45-' .‘1s%§¥§?$..0 ar Mr- Bruce,PRIME MINISTER23rd January, 1953.I have to acknowledge the receipt of, andthank you for, your letter of December 5rd, one suhject of the attitude of the British
Governmentwards our war debt liabilities to them./,Vours sincerely,The Right Hon. S.M. Bruce, C.H., M.C., M.P.,Australia House,STRAND.L O N D O N.



1.~.1Z'§3~.4¥~*=#»1 ' ;:a',~.!_u,r \‘ ‘ _PRIME MINISTER25rd January, 1955.Dear Mr. Bruce,I have to thank you for your letter ofNovember 29th. in which you set out the position withregard to Imperial and International
CommunicationsLimited.We had a Sub-Committee of Cabinet appointsome time ago to deal chiefly with wirelesscommunications in relation to Amalgamated WirelessLimited, but owing to stress of other work towardsclose
of last year, we really did not have anopportunity to complete this work. However, earlthis year it will obviously be essential for usdefinitely to come to a decision on the matters sout in your letter.Yours sincerely,The Right
Hon. S.M. Bruce, C.H., M.C., M.P.,Australia House,STRAND. LONDON.edtheY812



1' §~'A ‘ ~>> PRIME MINISTER25rd January, l9§§-Dear Mr. Bruce,I have to thank you for your letter of5rd December, on the question of the future of theoffice of the Commissioner—Genera1 in the UnitedStates of
America.I have circulated your letter privatelyto Mr. Latham, Sir George Pearce and Senator MassyGreene, and I have also had prepared for Cabinet aMemorandum setting out the main points. This islisted for consideration
during the present week andI expect that we shall reach an early decision onthe matter.Yours sincerely,The Right Hon. S.M. Bruce, C.H., M.C-, .,Australia House,STRAND . LONDON .



I.i .4 'f?'g?'v-~ _ .  >33;PRIME MINISTER25rd January, 1955.Dear Mr. Bruce,I have your letter of 5rd December, onthe subject of the precedence to be accorded inthe Table of Precedence to the representative ofthe
Government of the United Kingdom in theCommonwealth of Australia.I propose to discuss this matter inMelbourne this week with Mr. Latham.Yours sincerely,Z  The Right Hon. S.M. Bruce, C.H., M.C., M.P.,Australia
House,STRAND . LONDON .k \ L



_J'K ‘_~_ * \ .  .: ,1; La».  N "1 PM 2, l  ' 44  ~,4' \ .blr- ‘. 1*fZB§§SC§%!»L :=: COi€i1I1'.El§i'Z'I:'*.L27th January 1953y deer Prime ilnietar,Iolloeing n telephone conversation with youon the 24th lnetenb, it 1e, I think, desirable
that I eheuldnow eec out at some lngtb the peeitlon with regard to theeoaverelon or the leene which we have eutetending beerlnlhigh retee of lntereet, in reepect to Ibleh we have theright be give netlee to pay off.As we will
probebly have to arrive at eoneehetfer reaching deielene la regard ta thie tier aver thenext tee er three nenthe it 1e eeeentiel that you and theOoveranent ehould have ail the teats clearly berere yon»Although the
larermetiea ls, of eouree evallebleto yen, for convenlnee I atteoh to tale letter, e iiet er theeeaurltlee bearing labereet of 5! or over upon Ihleh we havethe right to glee notice to pey eff.In order to appreciate the problem which
eon-oerne ue, it 1| neaeeeery ‘cu enould have in mid the eaeetpoeitlon in the London Ier et. On the let Juli leet eaembargo wee place by the Britieh Treasury upon e lhépitllleeuee in the Lnndoa lerket. The objeet of thle
embargowee to enable the Brltieh conversion o eretion of the2,000 million m- Stock I20! 53 to ah’: Daring the ~pe.!'10dthat thle embargo existed no oepltel iseuee eoul be eede ehthe London market either of the Trustee
type or any ether.this enbargo wee contlnuea until the 30th Beptember Ihen itwee partially lifted. By the partial lifting er theeabergo, certain very etrlctly defined eperetlone werepermitted. Theee operation: included (e) An
lseue er eThe Bt.Hon. J-A.L!0I8, .P., /newPrime Ilnleter of Australia-



Q01-22-Tho necessity or devioiug mean: for thefinancing of any balance which no night have to meet upona conversion operation only arise: it Io come to thedefinite conclusion that it is necessary to ettospt Aaior
operation.In my opinion that decision is entirelydependent upon the view we arrive at as to the reactionon Australian public ogsnion to the procedure of progressiveconversions for the re ativoly small aoouts which I
haveoutlined above. ' It on a careful survey of the positionwe cone to the doliberato conclusion that the probabilitieswore, or there were even very serious dan¢erI,thattnotralian public opinion would not accept the basil
ofsgogreloive conversion: tor limited nnouto, we, as Ivornoent would not be justitid in proceeding with thiscourse of action and tho hanoellor and the Governor of theBonk would be very ill advised in urging us to do no.Hy
reason for this view is an follous.~Ir no oeie an offer tor voraion and newnouoy in raspoct of the £i1,0oo,ooo ¢r°3§1 obligations,I, no the rosponoiblo iniator handling the transactionwould have to pursue oxeotly the some
couroo an I did inroepoct or the recent Haw South Ialee maturity. Thiscourse involved my making speeches here, obtaining themaximum publicity for Australia, seeing all tho FinancialEditors and other Press ropresonttiveo,
In all aapeoohel, interview: and other actions, I oaphooiaed theinprovod financial and economic position ot_An:tr:lia,our determination to stand up to and soot all our obligationsand assured the invootor that there was no
doubt tht Aus-tralian stock: were absolutely safe.How could I do this it I felt that there wasa grave doubt or what was being done being acooptoble toAustralia, that no night have ouch an outburst oolinet itme to dernine our
creoit and prevont any further oporetionsbeing ourried through.It no further conversion operation: could hocarried through, it 1:, to my mind, quite inovitoble thatat some point the bordo or overaeaa interest would over-
Shadoi all other questions in Australia and finally noQ



Q Ivv-23.would roach the point where Australia declared sh: vanldonly pay sons determined £1205 rate at interest, lush 1|3! or 45, even it she did not cosplotcly rnyediatn.In race or thsss possibllitlas not ceuldI plscs myself
an also the uverancnt, because tun; uualdbe responsible for I actions, in the position or havingknowingly asesived both those vhe eonvurtod into, and thosewho snbseribed to the new issue.From the point of view cf tun
British G¢IUfB-went and aha Bank at England, the position is oqunllyserious. If our final decision is that it 1: toodangerous to pursue the course of progressive convorsionafor llsitn amounts, it qould be mansss for
thlGhanesller and the Governor of thn ank to urge us topursue such a eoursa. II we made the 211,000,000cenvereian issue and ths disastrous position whichI have envisaged ensued, Australian credit would rscclvusuch s
shattering blur that oven s eaubinntion 6! thcBritish Governaent sud the Bank of znglsnd could not savetbs pozition. They would than be Qaeed with thoelauour of the holders at some £474 804,195 ofTrustee securities for
setica on thafr part, and thtyroule really he pcvarlsls to do anything otfcativc. .the reaction in the gilt edge market would bu er themost seriaus eharsctvr and the results upon inter-Inperinlrelations it 12 impossible for snyboéy
to Oltimatn. .Prom rhat I have writtam you I111 I00that we are faced with n host nsrinus and fats-fraughtdoeisiau. inst it is, it is fairly easy to stats. If,stter careful consiersties we cams to the conclullanthat Australian public
opinion ean he hold, than we shouldproceed sith our progressive conversions for amounts offrom 210,000,000 to 815,600,000 on the lines I barnindicated above.It, an the other hand, we case to thoonnclusion that
Australian public 0p1n1On can not hoheld, the dangers are so great that we wuul not biJustified in adopting the progressive plan of action but A



Q12-24-Inst go forward with a major operation.It our decision is that a oaior oioratioois imperative, it is essential that the henoel or andtho Govornor of tho Hank should oo-operate with us.Between tho alternatives of their
having to faoe the ioonpleto breakdosa of Australian orodit or the assistingof Australia in obtaining tes;ornry credit to thelnxilun extent of $15,000,000 to 520,000,000 there shoulobe no doubt as to their course of action.
Bforo,however we wula be Justified in approaching then ona question of such transcenéqnt importance we must beabsolutely convinced that the danger! are so great andthat the interests or British investors are so
involvedthat there is no alternative.I havo outlined the position to both of .them and Lave made it clear that ovorything in dependentupon the decision arrived at as to tho ottituoe of Austral-ien public opinion. that decision I
have told tho: cannot be mine, but must he the decision of the wholeGovornneut with full Oovornmont responsibility behind itotter the loot ooreful and mature oouoiaeration or theltloIn what I have written above I hope 1
haveset tho position out roir1§ and impartially. Uponthe receipt or this letter auggost you shuld oonsidortit with your Senior Colleagues, but in the first instance,in view of the seriousness of the quootioa involvoo, andtho
absolute necessity that nothing one: any ooneivnbleoirounatanoos shoulo lash out, I think it would he prefer-able that the Juior lonhera or the Cabinet should not beconsulted. Humbert at the Loon Council should not,it
appears to mo, at this stage, he taken into yourconfldanoa., I



 !u/Ii17 ’.*0 6;;KI1Ij5%5.-'75 6f5%’LOANS ON WHICH U?TION3 TO RhFhFM NOW EXIST, viz. ON1.11.52 (OUTSTANDING BALANCES A3 EXI$TIN AT 318T,,Q§IOBhR4_1931),N. S. Vales3.
AustraliaTasmaniaCommonwealthN. S, walesQueenslandS. AustraliaW. AustraliaN. S. WalesW. AustraliaN. S. WalesVictoriaIIN. S. walesVictoriaS.
AustraliaTasmania1st1st1st1st1at1st1st1st1st1st1st19%1stiat1stHggthnoticeAugust,HarchNavr-AugustSept.JulyJany.Sept.JunoOct.Oct.Sept.Oct.Oct.Oct.1930/#01930/ho1930/#01931/#1
.1930/no193°/#01930/#01930/n01925/35193°/k0192%/3%192k/3h1930/#01932/k21932/R21932/#21932/£2GRAND TUTAL:- EBL,O9},5BOCommonwealth £15,000,000$tatea '
69,031,580£§k|022|§§O353\.rl\:lUl\al\.I|33333UIUIDIUI£6,B27,L652,982,5002,000,g%011,50g,g
515,000,0009.527»°592,000,0002|977,800}2,22%,131u,901,232000liiiiiéé50,40080.8k9g:gg6:8003|979»05013,875,5005,533-3001 1 O O005%l\}|\)tn\D\D



1\rinsof,.Statemant oonpiloa from an analysis or the Balance snout:the n large London Banks; for the years 1931 and 1932. 5hoI1ng:-(a) Increases in ouutonex-5' deposits(b) Reductions in advaxuel ‘(0) Inn-oases in
iauaetnontaBankYear4IIIDepositsAQVUIOGI tocuatomarl1 Percentage or I Invqatmentlj advannni go _d._qpos1taw LvI>Inneuoin investment:Bare 1.51!19311932555,545,145391 .555-5°91112,191,521155,155,561‘ 514324
,‘ 63,257,9585 A1 i 40.11. ,1 94,945,10520,190,145L10 yd:19 311932$55,155,455552,142,104151,511,919141,194,509,f 50.19. “i se,524,zs59‘ é _z5.15. _ }{_1§1,o91,s§14173-55'!-535national Provi
will~19311952251,505,042221,554,952142,511,045122,251,9423 54.45. 1 25,242,1451 41,12. ; 44,151,559|21, 889 , 696Weatnlmter19311932212,405,492295,152,954121,555,455105,141,151,“ 45.22."
55,44.54,445,595_ 15,242,515”1>120,798,985‘ Imlani19311932550,241,495419,252,945119,455,055d 11o,421,o12_J 55.45. f ; 50,224,5201' 40.45., ;~:~1o1,151,14o50,924,520G1-and TO
ll1951P‘I545,454,520515,144,992' V? 52.01. _* 292,102,559!1932F‘0112,022,144612,154,152.I Z9) U7-495, 675,341. f $303,910,918I2l



"4Cypher telegram sent to the Rt.Hon. the Prime Minister. 9th February 1955SECRET AND CONFIDENTIAL SHIPS._ . . After protracted negotiations have nowreached a point where the P.& 0. and Orient Group
inconjunction with Shaw Savill are prepared to form anew company to acquire our ships from the White StarCompany, P. & 0. and Orient group holding 51% of capitaland Shaw Savill 49%. Have seen them with regard
topurchase price and their suggestion is £500,000 sterlingpaid in cash arrived at as follows.-Price suggested last June of £650,000 was a reasonableone and full market value. £650,000 made up byBays £100,000; Dales
£75,000. In interval_ . ' "Ferndale" has been lost reducing amount to £575,000.Depreciation for 8 months from last June at 10% equals£58,000, further reducing to £557,000. Commonwealth .‘\received over £200,000
insurance on Ferndale and theysuggested some part of amount received over £75,000valuation, say £55,000 should be allowed to purchaser ‘\ h \



Q On..4..ingbring/figure to £500,000. I indicated that figurewe had in mind was £575,000 arrived at by deducting£75,000 in respect of the Ferndale. Ly view is havingregard to the fact that valuation we obtained last Juneon
basis of willing buyer at present market prices wasapproximately £650,000, this is fair figure to start on.Think we should allow something for depreciation overthe 8 months but cannot make gratuitous gift in respect
offortunate accident of Ferndale insurance money.10% depreciation not unreasonable in view of the age ofthe ships and my suggestion is that we should allow the£98,000 reduction and you should authorise me to
negotiatefor sale at £525,000 as a convenient figure.BRUCE.



LDecy;her of cablegram received from the Rt.Hon. J.A.LYONSaddressed to 4r. S.Y.BRUCE.Canberra 15th February 1935SECRET AND CONFIDENTIAL Your telegram February 9thSHIPS —l. You are authorised
negotiate for sale on basissuggested but think that you should hold out for£525,000.2. As Shaw Savill will have an interest in newEompany I suggest that you should obtainsatisfactory settlement accounts on lines
draftagreezent and arrange for payment balanceprofits beyond £25,000 already paid.5. I assume that Voting Trustees are co-operatingin sale and that you will protect our rightswhatever they may be worth against White
StarLine for unpaid balance debt.LYONS..hé__ _ ___



F. L. 3'5? 'Q“: II‘‘V14th Februlry, 1933.My dear Prime Minister,On Jlnuary 25m. and again on February 14th.I clbled to you on the subject of the oz-itiell p0l1\-10!!of the dairy industry, nd prticularly vim refersnoeto the prices
whieh have been obtained on me Londonmarket. for butter. You nil]. be aware or the generalsituetion but. it may be desirlble for ms to reespituletethe position that feces us here._ In 1930 Great, Britain imported 6,822,000
esu.of butter and the sversge price of Austrslila butts: onwe London market. during that year was about. 123/’. In1932 the t.ot.a-1 imports had increased to 8,449,000 ewts.Immense as this increase we-e. it Bppelrs problble
thatthe year 1933 will see eonsideubly higher totels.I II advised that New Lea-land sntaleipstes IIinersese during 1933 of It least another 300,000 outs.and t.het.,11' the season continues propitious in Austrllis,The R!-.l-bn.
J.A. Lyons, :.4,r.,Prime Minister of Auetralis,CMJBEMU, F .C. T.‘I1IA



¢' 2.we may increase our exports by a figure considerably exceeding200,000 cwts.There is some evidence to show that, during 1932,European butter countries decreased’ their output to e smsllextent I-nd there was
certainly a slight diminution in the totalof foreign imports into the United Kingdom during that year,although the imports from Denmark showed e. little increase.Unfortunately the increase in the severity of therestrictions
imposed W Germany and other Continental butterimporting markets makes it almost certain that foreign exportingcountries will be forced to send an increased tonnage of butterto Greet Britain during 1933.The present price
of Australian butter is in theneighbourhood of "/6/— per cwt. I have consulted the bestJudges of the situation and I gather that they look forwardwith great anxiety to the position that will devdop in May andJune. They
foresee that, in addition to superebundent suppliesfrom Northern Europe, there will be I very considerable quentitieof Australian and New Zealand butter on the market and in coldstore in Australia and in London. Under
these circumstsncesthey ere by no means certain that than will not be anotherheavy fell in butter prices, perhe-ps to e figure of 65/- per cwt.or under.In order to complete this brief survey, I shouldB



3.else mention thet there is a ponibility that the Irish FreeState may be able to arrange for the ending of the economicdifficulties with Greet Britain and this would mom an increasedsupply or butter from that country.From
enquiriee that I have mode, I find thl-t between19% and 1932 the ooneumption of butter in Greet Britain huemode great stride: It the expense oi’ margarine. S0 much inthis the ease that the trade in higher quality margarine,
coldet prices from 8d. per lb end over, has been diminished tosmell proportions. There remeine e very considerable tradein margarine at prices oi‘ from 4d. to 6d. per lb. with whichbutter cannot compete eeve through a
reduction of wholesaleprices to unthinkable levele.These whole circumstances are causing very consider-eblo eoneern to British dairy formers. Britieh egrieulture ienot greatly intereeted in the prioe of butter but this
pricelargely governs that of cheese and has e direct influence uponthe prices which can be paid by the big milk distributingoompeniee for milk surplus to that required for liquidconsumption. The atumaé of the British dairy
farmer 1:.therefore, that the very large increases of suppliee fromAustralia and ew Zealend are endangering hie general marketingposition. As a. result, the Minister of Agriculture isconsidering whet lotion can be token in
order to remedy the\ 1



4;glutted condition of the market and his officials have hadone or two entirely tentative discussions with MoDougs-ll, andthe Minister has, equally informally, discussed the matter withme. I ms, therefore, anticipating that the
British Govermentwould make some suggestions in order to slfegusrd the positionof their own flrmers but before this could happen, Sir ThomasWilford, the_ High Commissioner for New Zsalsnd, addressed ememornndum
to the Secretory of State for Dominion Affairs. Inthis document, after reviewing the position of the UnitedKingdom mrket, the High Comnissicner suggested that, in theinterests of Home end Dominion agriculture, Great
Britain shouldimpose upon foreign countries I out of 2%! on the quantitiesexported in the year 1932, hAs s. result of the New Zealand initiative, I wasinvited to e meeting with British Ministers on January 23rd.The Secretary
of State for the Dominions was in the Chair sndhe wss accompanied by the President oi‘ the Board of Trade andthe Minister of Agriculture. ‘Sir Thomas Wilford was alsobresentMessrs; Thomas and Runcimsn made it clear
to SirThomas wilford that Great Britain was not prepred to imposea heevy out upon foreign countries. They proceeded to pointout that the glutted state of the market was elmost wholly meto the increase of supplies from the
two southern Dominions.



’_:V‘'\5.I suggested that the situation demanded the closestexamination md proposed that our officials should ismediatelyproceed to such an examination and that when this hsd beencompleted, another meeting of Ministers
should take place.Some delew ooourred owing to the pressure of other matters uponthe principal official of the United Kingdom Ministry ofIqrimlture concerned, mt the officials met on February 'Ith.and had arranged to meet
again on February 10th.At the meeting on February 7th. it was agreed thatunder present circumstances the preference of 15/- per cwt.,arranged at Ottawa, was he-vim no immediate beneficial effecton the market, that the
depreciation of the Danish exchange hadindeed more than neutralised the effect of the duty, and thatall that could be claimed for the duty, under the presentabnormal circumstinces, was that it was some deterrent toforeign
countries to continue to produce for the United Kingdommarket.The United Kingdom officials then suggested that theDominions might, in return for an effective scheme of qusntitrtive restriction, agree temporarily to waive
the duty arrangedat Ottaw.Upon this basis it was tentatively suggested thatthe United Kingdom Goverrment might propose to Denmark, andafter to other foreign countries, that in lieu of the duty these



.“<:6.countries should be required to reduce their exports to theUnited Kingdom by 20,1 on the 1932 figures and that, in order toensure a real improveinent of prices so that the gap created by ththe out in foreign imports
should not be immediately filled’by increased supplies from the Dominions, -that the Dominionsshould egree, during 1933» not to increase their supplies overthe figures for 1932; the United Kingdom officials pointingout that
1932 had represented a peak year for both Australiaand New Zealend.It was also tentatively suggested that, in order toabsorb considerable quantities of butter, the United Kingdomshould consider requiring Margarine
Manufacturers to incorporatesome 10% of butter in all margarine offered for sele-I understand that both Movcugell, who was representing ‘Australia, and Davis, of the New Zealand Dairy Export Control ‘Board, who was
representing New Lealand, stated that they werequite unable to indicate how the Dominion Governments wouldreact to these proposals but further stated that they felt thatthey could be regarded as a basis for
discussion.Before the second meeting of the officials couldteke place, however, I was notified that the British Ministersdesired to have another discussion on general policy beforefurther meetings oi‘ officials took place.A
meeting of Ministers was, therefore, held last



7.Monday, February 13th. On this occasion Mr.Runciman was notpresent but he was represented by two Senior Officials from theBoard or Trade.Mr. Thomas, who was in the chair, explained theimportance which the
Government attached to a satisfactoryoutcome of the negotiations about to commence with Denmark.He referred to the rapid growth of unemployment in GreatBritain and to the fact that Denmark was to be asked to
gusrenteeto take a ruininum quantity of British coal and to give speciallyfavourable treatment to British iron and steel, textile andother goods. Under these circumstances the British Governmentwas not prepared to ask
Denmark for heavy concessions in orderto stabilise the butter market,.unless these concessions wereshared by the Dominions., Mr. Thomas indicated that Mr. Bunciman had refused tocontemplate Baking Dermerk to.
agree to any restriction unlesssuch a restriction was fully shared by the Dominions. Mr.Thomsshowever, suggested that it might be possible to arrange for eZl restriction on Denmark and other foreign countries if
theDominions would accept 10% reduction on 1932 figures. Mr.‘!‘homasalso indicated that the Chancellor of the Exchequer stronglyobjected to the suspension or the duty on foreign butter on theground that such a
suspension would involve loss to the British ‘Treasury or £3,000,000 per smum.l



8.I pointed out that. in View of the prospectiveincrease oi’ supplies in 1933 from Australia and New Zenllnd,In agreement to a cut of 10$’. by our countries would reallypenalise Australia end New Leelsnd to e greater extent
thanthe suggested 20% on Denmark. I said that 1 thought that theutmoet that the Dominion Governments could even think ofagreeing to would be to limit their exports in 1933 to 1932figures, thus involving a substantiml out
on their prospectivesupplies“The Officials from the Board of Trade made it olesrthat Mr. Runciman would not consider this e possible basis fornegotiations with Denmark.It was finally decided that the officials should
meetagein simply to consider what total out would be necessary insupplies of imported butter in order to bring ebout a significenimprovanent in the United Kingdan market.‘ The Officials met yesterday and they hove
reported -um. s reduction or 60,000 tons might be expected to bringabout an increase irom the present level of prices to somewherein the neighbourhood of 100/— per cwt. They also stated theta total out ct about 5%, i.e.
roughly 10% on foreign supplies,might be expected to prevent lny further fall in prices andmight possibly restore the price level to somewhere betweenK)/~ end 85/- per owt.I 4.Q



9.1 incorporated this information, together with anoutline of the general position and problems facing us, in mycable of February 14th. ‘The position which we have to face is one calling forthe closest consideration and great
Judgment. There appear tobe two major alternatives. The first is to allow matters totake their course and for the Empire producer, with theassistance that has been obtained for him at Ottawa, to fightout the battle for the
possession oi‘ the United Kingdom marketfrom his foreign competitors.The advantages of this policy include the followingfactors: there would be a continuation of very cheep suppliesor dairy produce on the British market
and this might heezqpected to consolidate the market which butter has obtained atthe expense of margarine; the low prices, with the addeddiscouragement of the duty, might be expected gradually toforce e decrease of
production in foreign producing countries.In addition, the Australian producer would be in a position ofsome strategic auvantage in his fight with the Dane, or indeedwith New Leelend, owing to the existence of the
comparativelylarge home market where, under the Paterson Stebilisetion plan,he receives considerably more for his butter than is availablethrough export.The disadvantages of a decision to right it out,



up  _- z‘~10.however. are numerous. First, we should have to race e. growingirritation in United Kingdom agricultural circles at the effector Dominion supplies on prices. This could not have seriousdirect effect in the
immediate ruture owing to the protectionof the Ottawa Agreement but it might make a continuation ofsatisfactory tenns of entry for Australian dairy, and indeedother produce, difficult in the comparatively near
future.Secondly, we should probably have to face, tor e considerabletime ahead, ruinous prices for Australian dairy formers endthese very low prices would be an unfortunate reaction both uponAustralia/s financial position
and in some measure upon theprospects of world economic recovery.Finally, it seems clear that Austrslis e positionhas some strategic disadvantage in that our production may beaffected by drought end that in this event,
any consequentimrcvement of price would be to the benefit of New Zeslandand Denmark rather than to Australia.'1‘he second alternative is to urge upon the UnitedKingdom Government the adoption of quantitative
restrictionrealising the-t, in order to obtain United Kingdom consent, itwill be neoessl-ry for the Dominions to agree to limit their omexports.The advantages of this second alternative include:—e rise in price, as already
indicated, which, according to the



11.extent oi‘ the restriction, might bring prices up to from &)/—to 100/~ per owt.; that such a move would be in harmony withthe general desire of the United Kingdom Government and oi‘other Empire Governments for an
improved comodity price level.The disadvantages of the second alternative are thatit is most undesirable that a country. such as Australia, with-her immense scope for increase or dairy production, should beforced to limit,
or possibly decrease, her production’ andfurther it seems necessary to bear in mind that any quantitativerestriction scheme of the wpe which the British Governmentwould be prepared to accept, while decreasing suppliee
fromforeign countries, would by implication give the foreigner eomeassurance of being able to continue to send substantialquantities to this market.I am settingohe issues which we have to face atconsiderable length since it
seems clear that the point: raisedin regard to dairy produce are very similar to the situationin regard to meat, to eggs, and probably to some other products.In my view it the question;/V§.5s to whether Australiawould ggree
tor a period of several years to cell a halt to thedevelopment of her agricultural exports, I should unhelitatinglystate that it was undesirable that the Commonwealth Governmentshould agree to such s policy but, on the other
hand, it eeemequite clear that, in order to obtain prices which will enable



512-our producers to go on prouucing, we uust bring about a systemwhich will correlate production to effective demlnd. Thisdesirable obJeotive cannot be achieved by the action of Australiaalone. l, therefore, feel that
prOvideQ we can obtain fromthe British Government a clear and effective declaration thattheir policy in regard to gmpire agriculture as a whole issimilar to the phrase used in the Ottawa Meat Agreement, namely"The policy
of u.n. Government in the United Kingdom .... iefirst to secure development of home production and, secondly,to give to the uominions an expanding share of imports intothe United hingQOm", we should be prepared to oo-
operate withthe united Kingdom and other bmpire Governwente,and, if necessarywith foreign countries also, in order to substitute an orderlyprogression for the position which has brought about so unhappya condition from
the point of view of our primary produoerl.Yours sincerely,



ls.1'.-L,y : (;Eix44‘Cf' #3<\ ~:» A/~\»°~>_L\.~\ (’l>15th February 1953By dear Prime Einiater,' I enclose herewith a letter which has beendrafted by HoDou¢si1*with regard to the situation Ihiohhas srison in respact of butter
convorning Ihioh Icabled you on January 25th and februsry 14th.The letter which was drafted for my signature,is, I think, sn admirable summary of the position and setsout the alternatives with which we are raced» It
alsogive: some of the argumnts for and against the suggestedalternatives. It will bu neeesssry I tear to havearrived at our decision on this question of very mljtpolicy before you have had an opportunity of reading
thennoloeuro.The whole position is extremely iffieult andthe finding of a solution is complicated by the fact thatBritish Einisters have so many preoccupation: that it isimpossible for them to find the time to sit down
and‘formulate definite lines of policy. Hatters are dealtwith day to day ss they arise with little linking up ofthe sctions or different Ministers.What is happening with regard to the ptoblencreated by the glut of meat, butter and
other commodities,is s very good example. Elliot, as Kinistnr forAgrioulture, is spending is time trying to devise schemesfor the limitation of suppiios on the British market soas to bring about an increase in the price level of
thevarious commodities concerned, Bunoimsu, as Presidentof the Board of Trade is conducting negotiations forThe Bt.Hoa. §.A.L2oss, u.P.Prime liuistor of Austraiis»K 1



Y‘ _for trade agreements with Argentine, Denmark and theScandinavian countries. In these negotiations he ismainly concerned with obtaining an outlet for cool,end Britain's manufactured productions. In carrying onthese
negotiations, the successful renult of whichit is hoped will help to relieve the pressing problem of-unemployment, he is naturally reluctant to prejudice hieoese by insisting upon the limitation of supplies theforeign countries
concerned are sending in to Greet Britain‘ You have thus e conflioting attitude between the Ministerfor Agriculture and the President of the Beard of Trade.If their differences could be reconciled and e limitationof agricultural
products from foreign countriee oould bearranged, you are imedietely confronted with the positionof the Doniniona and their untremelled right with regardto butter for exengle under the Ottewe Agreenete to sendsupplies into
the itish market. in increase intheir supplies could fill the gap created by the decreasein the foreign supplies and the objective of railing griceebe defeated. The position is therefore one of coup eteconfusion which can only
he straightened out byBritish Iinieters sitting down and formulating e definitepo icy.Ihe first point to be decided in regard to suohe golicy is, are the British Government a£re!&"/ upon epo icy for the limitation of imports of
agriculturalproducts into Britain with e view to bringing about erise in the price level. On this point from uobservations, there is still a coneiderebie divergence ofview. Elliot and the liniatry of Agriculture are _enthusiastically in
favour of it, and Hunoimen end theBoard of Trade are very doubtful of it even if not activelyopposed to it.O-If e policy of limitation were agreed to thenext point that has to be determined is upon whom are therestrictions to
fell. On this question the hinietry ofAgriculture, I think would go to the point of consideringthey should fall on British agriculture, Dolinionagriculture and foreign agriculture. The severity of the __I



t w JQK-5-restrictions in their view would he nest mild on Britishagriculture, e little more severe on Dominion egrieultureend nost severe on foreign agriculture. The positionof the rest of the Cabinet is that some linisters arein
favour of restriction in principle but have givenlittle thought to the detail. Other Ministers havelittle know edge of the subject and have no very definiteviews. Ruoinan's sttitude influenced considersblyby the negotiations he is
carrying on at the moment wouldbe that teking in account the benefits obtained by theDoninions at Ottawa in eny restriction the foreigner andthe Doninions should be treated alike. It is obviousthat if Trsde Treaties are
entered into with foreigncountries before s definite policy hes been errived ston the question of how the restrictions are to fall aposition would be crested which would render impossiblethe giving effect to a carefully
p1amm.policy of restric-tion if such a policy was subsequently arrived st.It should be possible with s little clearthinking to formulate s definite policy. The policyI suggest should be that the point to which restrictionscould be
carried sgsinst the foreigner without inperillingthe possibilities of making e satisfactory trade egreenntshould be determined. Ihen that decision has been tekn,if the restriction placed on the foreigner is sufficient,then no
suggestion of restriction upon the Doinions shouldbe nnde. If, however, s restriction on the foreigneris not sufficient, than the Doninions should be asked intheir own and for the general interest, to agree to lonerestriction on
their imports. If, however, the positionwas such that what the Dominions were asked to doappeared unreasoneble, then restrictions should be placedupon British agriculture as well.A policy somewhat down these lincs
would becarrying out the underlying principle of Ottawa, whichwhile only expressly stated as to neat, was of generelspplicetion to all primary commodities, nsnely, -"The policy of His Isjesty's Governnnt in theUnited
Kingdom in relation to meet production is, first,to secure development of hone production, end, secondly,to give to the Doninions an expending share of importsinto the United Kingdom."



-4-There are, of course, other very eerioepoints to be considered. The outstanding one tron ourpoint or view being nhether a policy of restriction ofSupplies on the British aarket wee merely contemplatedea e temporary
expedient to meet the present financialand economic crieie, or as a permanent policy. Ihilewe night, upon a close examination of the fecte withregard to a particular commodity, be prepared to co-operatein en attempt to
raise the price to e remueretive levelby e restriction of supplies to meet the immediate marketpoaition, ve would have to think for e very long tilebetore we committed ourselves to e policy of restrictionvhich would curtail our
production in the future andconsequeubly our development.1 en, at the moment, doing all I can to induceBritish Zinietere to get down to the Job of determiningactually whet their policy is. How tar I shall besuccessful is
doubtful. I am, however, coat concernedabout the position beceuee I can see unless some definitepolicy is arrived at the erkets in a number of thecomaodities,in which we are vitally interested, going intochaos and prices
breekin; to e point that will create every serious situation.What I have written above is, I an afraid, merelygiving you the thoughts that are in my mind at the presentmoment. They may, however, help you to arrive atdecisions
which uay have to be taken by e cable exchangebetween us, ea the situation develops.4.e



rI. /r H. '  Qf((§_./é__o Ck !\/.11, ‘f2’c\C//9 .»Q30‘ "~"~\ I  &17m February 1913..My dear rrins Rinistar,I think it is desirable that I should nosforward to you copies or the conversations I have hadwith the Chancellor of the
Exchequer, the Governor ofthe Bank of England and Lord Glendyne with regard toour conversion operations. The record of these con-versations should, of course, be kept most secret.they deal only with the conversion
discussions. I donot think it is necessary to send you anything withregard to the conversations I heu in connectio with thelee South Isles lovemher maturity. They can be summarisedby my merely stating that in the
interviews I hed Iiththe Governor of the Bank in connection pith that trans-action I gave to him, at slnost tedious length, all thefacts with regard to Australia's eiforts to rehabilitateherself and the iustice and equity of the
externalinvestor coming in to help us when all that we had donshad been of such tremendous benefit to him. I also,of course, put to him all the points es to the effectupon purchases of British goods it we obtained, or didnot
obtain relief from our interest burden. Theresult of those efforts having been successful and theconversion of the Iovember maturity having been carriedout on satisfactory terms those conversations are oflittle interest. Ihet l
have told you about then willexplain to you, however, why those particular points arenot included in my conversations on the conversionproposals. It was only when I cane to my conversa-tion with the Chancellor of the
Exchequer on the 10thNovember that I had to go over this groud again-After my conversation with the Chancellor on thQ10th loremher, the unfavourable situation oevelopcd in theThe Rt.Hon. J.A.Lyons, E.P.Prime linister
of Australia./‘>3»; .  .‘-_',-C: -1i



-2-market here and between that date and when I reeuleddiscussions of the matter with the Chancellor on the 7thFebruary, the only canvereetimil had were with theGovernor and Lord Glendyno, the sole tOp1c under
consider:tion being what wee the market position and the result ofall thoee convereetione was complete agreement that itwas anch as to preclude our taking any action-Yours sincerely,I5"-3‘*3’
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KmL 4627Cablegram sent to the Prime minister, CanberraFrom the Rt. Hon. S. H. Bruce, London25rd February. L935Leaving for Geneva this afternoonThursday, proceeding Berlin Sunday to presentEmden name plate
Hope to be back in LOHdOuTuesday.l5BiI.Q.E



The Rt.\‘l| ‘k ‘Mm?PRIME MINISTER1st Earch, 1933.Dear Ur. Bruce,I desire to thank you for your note of 19thJanuary, regarding the visit to Australia of Lady May andMiss Violet Vanbrugh.I have issued instructions on the
lines yousuggested, and have received a report to the effect that theCollector of Customs, Western Australia, has been directed tocall upon these ladies immediately upon arrival‘of "Strathnaver"at Frenantle, and to show
them any courtesies that may bepracticable.The Collectors of Customs for Victoria andNew South Wales have been requested to arrange for the seniorofficer available to board the vessel upon its arrival atMelbourne and
Sydney, respectively, to arrange for the promptpassing by the Customs officials of the personal effects ofLady may and Kiss Vanbrugh.Preliminary action has been token to ensurethe grant to them of facilities and
courtesies at Canberra onthe occasion of their visit to the Federal Capital City.Yours sincerely,'-"vv r' THon. a..;.- Bruce’, -,.H., INC-, 1l-P- A 4w/n>§i,,;. Ma



(L \ __,,_ 4; 2?’. lY,_ v<nA kip' ‘W . in .61 5-.2».\;J  i‘:Z£l)\:\. Y ‘V _, \ 11J i km, _E ."" I ¢ \ ,_--/'TELEPHONE CONVERSATION WITH THE PRIME MINISTERMARCH "/tn, 1955Spoke to the Prime Minister on thetelephone.I
told him that the results of the loanwere not good and that an amount a little in excess ofa million had been subscribed by way of cash subscrip-tions.I told him I would be cabling the actualdetails in a few hours and would
indicate in mycable what it was safe for him to say.I asked him in the meantime to say nothingwhatever.He asked me what was the reason for theloan not having gone better, and I told him I was afraidthat the price had
been a little too high and had madethe loan unattractive to the market.BUTTER.I then at some length dealt with thebutter position.I told him that the British Government hadnow adopted a policy of restricting imports so as
tobring them more into relation with the consumption powerof the market and by this means to maintain prices on ahigher level.I told him that the policy was not anindefinite one but that it was contemplated that
anyarrangements come to would have to last for a period of



E. _2_from two to three years.That it was extremely probable that thepolicy would have to be applied to MEAT and otherprimary products.I pointed out the possibilities involvedin the present American financial position and
told himthat if as a result we had a closer approximation ofthe dollar and sterling, that it might involverestrictions in many directions because of the floodof goods that would possibly pour in from America.As far as we were
concerned I indicatedsuch things as dried and canned fruits.With regard to dairy produce, I pointedout the possibility of a flood of cheese from Canadaand possibly both butter and cheese from the U.S.A.Even without a
situation developing con-sequent upon the break of the dollar exchange therewas a danger of a further heavy drop in butter owingto the tremendous surplus supplies and that even finalityas to no possibility of restriction
might mean animmediate break to from something between 60 and 65/-I indicated that the fall was not limitedby this figure. We might see butter even lower.This would have a disastrous effect uponthe price of cheese and
raw milk and would hit theBritish agriculturalist very hard.That there was a danger with Britishagriculture being seriously affected with regard todairy produce of the blame being placed upon Australia



-5-and New Zealand because of their refusal to entertainany restriction scheme and a very serious antagonismagainst us growing up.That it was very undesirable that such asituation should develop but we should bear
itspossibility in mind in considering our course of action,as such an antagonism would clearly affect the sale ofall our products in the British market.I also told him that the negotiations fora Coumercial Treaty with Denmark
were nearing completionand that there was very great danger of Britain committingherself to something with regard to butter that mightprove very embarrassing in the future.That the British people were tremendouslykeen
upon the Danish Treaty as Denmark was offeringvery favourable terms for such commodities as Britishcoal, iron and steel.That the Danish trade with Britain hadshown remarkable expansion in the last two years;was now
worth about 25 million pounds a year to Britainand Denmark was taking about 40% of her imports fromBritain.That there had been an increase up tothe £25,000,000 from £9,000,000 in the last two or threeyears and that
this expansion in trade with Denmark wasone of the few bright spots with regard to British tradeat the present moment.I told him that I was sending a cable settingout the type of arrangement I imagined might be made
in~04



_4_connection with the restriction of butter imports.That the scheme was based upon my conver-sations with British Ministers and indicated what Ibelieved was the sort of thing W9 might get theiragreement to.I told him I
was sending a cable embody-ing this scheme so as to give them an opportunity toexamine it and weigh up the disadvantages of it againstthe serious situation that unquestionably would developif there was unregtricted
importation of butter into thismarket.I told him that a similar cable had beensent to New Zealand and suggested that he should againgo into the whole question exhaustively with the DairyControl Board and that the question
should be takenup between the Australian and New Zealand Governmentsand the respective Dairy Boards in the two countries.I finished by pointing out to him thatI recognised all the difficulties of the situation andhow
undesirable any policy of restriction was for acountry with the possibilities of development thatAustralia had.At the same time we had to bear in mindthe probability of a complete disorganisation of thebutter market with
unfortunate results to the dairyingindustry of Australia and also the creation of seriousantagonisms with British agriculture.The Prime Minister asked had we not theright for three years to send in butter without restriction



..-5-under the Ottawa agreement, and I told him that thatwas of course true, but that we had to consider thepossible results of our standing fimr on our rightsunder the Ottawa agreement.§HlB§lI told the Prime Minister that I
had littledoubt but that I should to—day receive an offerof£500,000 for the ships.The Prime Minister asked if this wassterling and I said Yes.I explained to him that my attitude on thematter had been that as £650,000 was
offered for theships last June and that our valuation taken at thesame time was about that figure, that we should take£650,000 as a starting point. That the £650,000 wasarrived at by taking the "Bays" at £100,000 and
the"Dales" at £75,000 each; that the "Ferndale" had beenlost in the interval and this reduced the £650,000to £575,000. That it was reasonable to allow a 10%depreciation for the 8 months that had gone,amountingto
£58,000, bringing the figure to £557,000.This amount I had taken and said we would accept£525,000. That arriving at the figure by this meansgave us a basis to justify the price we were accepting.That the point had now
been reachedwhen we had to make up our minds either to accept the*—————~a———~a——a—eaa-~ ~' e e __,ii4ulI



‘I._3_£500,000 or to reject it as not a fair offer.I pointed out that if we did reject thisoffer and the contemplated purchaser would not comeup to £525;OOO there would be no oggigh for us but togo straight ahead and take the
ships/and run themourselvesThe Prime Minister after consulting withLatham said that they were both clearly of opinion thatwe should not have to run the risk of taking theships over for a matter of £25,000.I then pointed out
that there wasanother reason for our being reluctagg to take over theships and that was that the form of/debenture wasextremely Dad and there were quite definite legal doubtsThe Prime Minister said that Lathamagreed
with this view, and the position was left thatthe £500,000, if such offer was made, was to be accepted  "7./14 ~ A_a—r’i;¥»\\‘Ki\ %\\iiA tas to what exactly our rights were. \i— —~—~' l



s,»7th larch 1955By d§ar Prime Minister,I ene1o:e harewlth draft 0? a latterwhich was prepared by Hajor Fnhrpan with regard tomy recent visit to Berlin. ¥h1le I aw not preparedto sign the latter as being aims, I send it to
youas it gives full information.Yaurs sincerely,The Rt.K9n- J.A.Ly0ns, RP.



. ,3lly dear Kr. Bruce,PRIME MINISTER8th March, 1933.I enclose copy of a latter whichI received today from Lady May, in regard to theg§>2-/“\l> Customs facilities afforded her on her arrival inAustralia.The Rt. Hon. S.M.
Bruce, C.H., M.C.,Yours si nc er sly, ,;';'



Copy.orm. ESPLANADE.P E R T H.‘ Feb. 28th, 1933.Dear Prime Minister,Thank you so very much on behalf ofKiss Vsnbrugh & myself, for so kindly sending Mr. Mitchellto meet us today, & to help me with landing my bags
here,& my big luggage at Sydney.He was very charming & very helpful& I think it most kind of you to remember me.I have only seen a little of WesternAustralia so far - but have already fallen in love withit, and am travelling
on by transcontinental train inorder to see more of this delightful country.when we come to Canberra we willgive ourselves the pleasure of leaving our cards on you.Meanwhile with grateful thanks,I am, dear Prime
MinisterYours sincerely(sga.) LILY MAY.



CYPHER CABLEGRAF €ENT TO THE PRIME MINISTER. CANBERRA.9MOST SEQEQE. SHIPS. Have nowgroup referred to my cable 9th Februato acquire Bay and Dale boats for £50Have fought very hard to get
£525,000this figure might imperil sale, actinconversation, have accepted £500,000.My acceptance was influelearned privately that there was consin group as to purchase price, one seshould be 500,000 Australian
pounds.Solicitors now in consulcompleting transaction. Will probaStar to new company with our concurremoney to us. Anticipate new companycompleted within a month.No publicity should be gAm pursuing question
ofrespect of profits, but sale of shipsto effect settlement this question asmost anxious retain ships and have mato me urging Commonwealth should notAm taking steps protect our positionbalance of debt. Consider rights
ofrecovery of further substantial sum.th March 1955received firm offer fromry to form a new company0,000 sterling.but fearing insistenceg on our telephonenced by my havingiderable dissensionction feeling stronglytation
as to method ofbly be sale by Whitence andformediven atfurthercannotpayment purchaseand matterthe moment.payments inbe made leverWhite Star Directoratede strong representationsexercise its power of saleas
unsecured creditors forvalue and anticipate eventual13_1l‘lQEi



\Deoypher of telegram received in 0.7. dated March ll 195$\A»“ V /' March llth 1955.BRUCE care GROTONATE LONDON-\» STRICTLY PERSONAL AND SECRET - Your letter has had mostQ pa earnest consideration of
myself Latham and Massey Greene.’ ‘ Thank you for full and lucid statement ofposition as you see it which has assisted us materially.We agree with you that questions raised turn largely upontrend of public opinion in
Australia and manner in whichthat expresses itself. No doubt in our minds that thereis a growing impatience at lack of action to interestrates on our overseas loans and an increasing part ofpublic regard continuance of
embargo in London market onour option to convert as arising from callousness orthoughtless indifference to our difficulties. Fiveper cent and higher is looked upon as an outrageous ratein the circumstances of today. If it is
permitted tocontinue a day longer than is necessary it is highlyprobable that prevailing discontent will create a positinn



2.that is full of danger to British bond holders.They are equally at least concerned in this matterwith ourselves and run the risk of grave 1°55 ifsecurities depreciate by reason of change in theAustralian attitude. It must not be
forgotten thatin approaching consideration of this matter thatAustralian people voted us and other Governments intopower in belief that London would react to deeiin Ofpeople and that, with a Government pledged to pay
itsway, lower interest rates would inevitably andwillingly follow. The public has been looking forsome gesture from London that full pound of flesh willnot be demanded however far this view may be fromreality it is a position
which regarded from the viewpoint of the business world is a real psychologicalforce which no Government can ignore. For thesereasons we think that we have got definitely to ruleout of consideration the slow orderly
conversionoperations underwritten in the normal way. Publichere when they realise what was contemplated wouldundoubtedly interpret this as playing with a situationwhich they regard as intolerable. In our opinionit is
inevitable that to start with normal progressiveconversions the public will be so dissatisfied that ourcredit will be undermined before we have made much o



‘O‘\3progress. This brings us to position that a majoroperation is essential and for such an operation thewholehearted support of Chancellor and Bank of Englandwould be absolutely necessary. To seek that supportwould
be such a serious departure from previous practiceand represents such a great change in inter-imperialrelations that we would not be justified in going to themon either twenty six millions or forty three which
youcontemplate. Having made such a vital decision webelieve that Chancellors’ support should be sought for aconversion covering full eighty four million pounds ofoptional loans. If we could deal with this in such amanner
we believe we could induce the public to be satis-fied and we could wait for other events to help us indirection of securing lower interest rate later on onhigh interest bearing loans over which we have not yetoptional rights.
Massey Greene leaves on March 16thfor New Zealand to discuss trade matters. While therehe will take an opportunity of sounding New ZealandGovernment as to its attitude towards interest rates atpresent being paid to
British bond holders. New ZealandGovernment is Just putting through an internal conversionoperation similar to that which we carried through in1931 and there has been some indication in the press that



4.they are doing this in anticipation of an approach beingmade later on to British bond holders. Massey Greenewill discuss these matters with Government of New Zealandwithout giving any indication of Australias'
attitudeand will endeavour to find out what they are likely to doYou will be advised in due course of thediscussions. ‘ IO   LYONS.__,$



H5 "' x '&H?PRIME MINISTER14th March, 1933.Dear Mr. Bruce,Since receiving your letter of 19thJanuary in regard to the decision of the Wine OverseasMarketing Board to pay Mr. F.L. McDougall an honorariumof one
hundred guineas in recognition of his servicesto the wine industry, a confirmatory communication hasreached me from the Chairman of the Board, Mr. J. WallaceSandford.I have approved the acceptance by Mr.Mchougall
of this honorarium, and the Chairman of theBoard has been so infonmed.Will you kindly inform Mr. McDougallaccordingly?Yours sincerely,  ZgmohThe Rt. Hon. S.M. Bruce, C.H., M.C., 6‘



Cable to Prime Minister telephoned to London.16th March, 1933.Ships - No objection statement in Parliament downlines agreement entered into for sale for £500,000sterling cash to new company to be formed by group
ofBritish shipping companies Lord Essendon of FurnessWithy & Company to be Chairman new company.Anticipated company formed and purchase price paidwithin a month. Rights against White Star for unpaidbalance of
course preserved. A’=\ 3  BBQQE-\L/  yy /‘\



lg‘By dear Prime Einister,Sy this mail yua number of reports an tha D1dateé larch Qth and arch IE\ should haveto my etupidity they wera notyou this line to free Chadianblame in the mattzr.YouésTh. Rt-BOB. J;-l.L]'0n5,
uoPn‘ Prime Iinistar of Australia.I\.. A27th Hatch 1955will be receivingsarmamant Conferencethese raportsth.gone forward by earlier malls but owingdespatched. I $and?ron any p9;5iDlOsincerely,



..P8§Q!§L.30th larch 1988My dear Prime Einister,when I eee in Geneva last, Dr. Riddeil,who is the permanent official that Canada has et theLeague of Nations, oeee to see re and reiaed the questionof ninion
representation upon the Council.You viii recollect that this question hasarisen previously. It came up in 1929 and 5;r Harrisonvoore, who was one of the Auetrelien delegates, vent intothe matter very closely. Lethem, of
course, can giveyou the whole story of what happened then. Put broadlythe conclusion arrived at ea: that if Auetreiia was tocontemplate election to the Council we had to recognisethe necessity of some permanent
representative of firstclass calibre being appointed to Geneva. A2 Lethe!will point out to you the matter evbntuelly disappearedowing to the attitude of the Iri:h ?ree State.The position at the ement is that theIrish Free 3tete!S
period expires with the next Assemblyand the question of Dominion representation will egaincone u;. Canada takes e very strong view that thereshould be a Dominion representative on the Council, andit we are not
prepared to stand unquestionably overtureswould be made to South Africa to take our place. This,for reasons I need not elaborate, would not be an altogeth-er satisfactory situation.The Rt.Hon. J.A.Lyons, ¥.?.1



ii"1F(2)In the event or Australia contemplatingbeing a Candidate, it will be necessary to make up ourminds iaeediately as it is noce sary to lot it be knownthat a contry is going to be a candidate zone monthsbefore the date
of the meeting of the Aasemnly.I suggest, when you get this letter, youshould have a talk to Latham about the matter andadvise me as to what your views are.Prom g3QB!19nCG bore one point is veryclear end thnt,ie get in
the event of our being on theCouncil it is very undesirable that whoever Ls represent-in; Australia in London should be expected to cover theLeague Council es well. It involves constant visitsto eneve and in fact it would
really be impoesible forthe person in London to do the Job properly. It seem:to me that if we contemplete candidature for the Councilwe have also got to contemplate the necessity of appoint-ing nose first class germanent
representative ofAustralia at Oeneva. By e first class peraon I meansomebody or the calibre of Sir Harrison koore.A2 time is getting on it will probablybe desirable that you should cable mo so that I canadvise the British
Government what our ittitndo towardsthe question is.Yours sincerely,
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_‘.,7O__ W * wan i\“” ,- 87th.lpri1, lean!_Q_§_I____§_§_§_§_§_I_lly deer Prime Hihister,o As you are aware there is e very inteee desirein Victoria that e Royalty should visit the State on theoccasion of the Centenary
celebrations. In my letter toyou or the 14th October lost I pointed out the difficul-ties in the way and indicated to you what the King'sattituo was torards the suggestion.This matter has come into prominence againduring the
visit of Sir Herold Luxton who I03 authorisedby the Centenary Committee to press in the strongestpossible ray the request for e Royalty to visit Australianext year. I have had many conversation: with SirHarold Luxton on the
subject and have also again openedthe subject up privately with Sir Clive ¥igran."51els3csty's attitude is still the some and he feels verystrongly that in view of the existing economic position itwould be quite wrong to incur
the expense involved in atr Royal * visit of the character contemplated.Ny own impression is that there is littlechance of its being poseible to make errengements for evisit of a Royalty for the special purpose of theCentenary
Celebrations. I have, however been givinga good deal of thoght to the matter and it appears to methat the intense desire for a Royalty in Victoria fortheir Centenary Celebrations might open the way for theeppointxent of a
Royalty es Governor General.As you know, we have never had e Royalty as a_ Governor General although both South Africa end CenedeThe Ht.Hon. J.A.L!0R8, E.P. /have ‘Prime Iinister of AustraliaY



have. There is the further point that it is becomingincreasingly evident that we cannot continue indefinitelythe practice of Governors of the States being broughtfrom England. I think it is obvious that we are movingtowards
the point where the Canadian sy ten of localLieutenant Governors will have to be adopted in Australia.It is, however, imperative that the position and theprestige of the Governor General should be maintained inExactly the
same way as it is being maintained inanada.I can imagine no better way or moving towardawhat appears to me to be the inevitable future systemthan by our being able to arrange for a Royalty tosucceed the present
Governor General. If e syetesuch as I have suggested above is to cone about, andat the same time the prestige of the Governor Generalis to be maintained, it appears to no necestary thatsome definite arrangement should
be entered into withthe States or Victoria and New South Iaies at all events,whereby the Governor General would spend a portion of theyear in those States and an official reaidenoe would beprovided for him. If there was a
definite understandingthat the Governor General spent a portion of his timein the States I have mentioned it should be possibleto make some arrangement whereby some portion of theexpense of maintaining the Governor
General would beborne by those States. If this were done it wouldget over the present difficultfthat that the Cenonwealthcan afford to pay the Governor General is not sufficientto enable the Governor General to do the job
as it shouldbe done unless he has private means. In the presentworld circumstances the number of persons with privatemeans is becoming very limited and in the case of theparticular Royalty I have in mind the private
means areentirely absent.The Royalties that I would suggest are theEarl of Athlone and Princess Alice. They aere, as youknow, in Both Africa and their success there was tremen-dous. He is,of course, the Queenie brother
and personally\_ 4.



-3-is an extraordinarily nice individual with a quitepresence and no particular outstanding ability.Princess Alice is quite charming and inwould, I an sure, be as popular in Australia, if nopopular, than the Ducheee of York was.
YI believe, if we so desired, there is agood chance of their being induced to go to Australand that the King would very readily give his consenThe alternative in the field of Royaltiothe Earl of Athlone and Princess Alice wold
be onegoodfactt moreV81"iat.s toofthe young Princes. The King would not agree to anunmarried ?rince going and in this view I have no dbut that he ia right. This would limit the fieldDuke and Duchess of York and in view of
the fact tbthe Prince of Wales is not married, there vould bechance of the King giving his consent to their gcinAustralia.Broadly the suggestion I would put to youyour consideration is that we should more for the anent or the
Earl of Athione and Princess Alice theGovernments of Victoria and New South Iales shouldapproached with a View to an arrangement being artat whereby official residences would be provided in9two States which would
co-operate in the expense, onunderstanding that a certain portion of each year wspent by the Governor Gneral in residence in thosenlar States. That the Governor of the Statesduring'the period that such an arrangement
existedbe e Lieutenant Governor, in the person probably orChief Justice.How New South Vales would re-act to suchoubtto theat .noB toforppoint-t the HbeivedthetheI8particshouldthesuggestion I do not know, but I am
inclined to thinkthat it would probably be acceptable. 'In the case of Victoria I an fairly defiin my opinion that once it is established that thernitoe is_\ 4I1



4,oi-r-4-no chance of getting o Royalty to their CentenaryCelebrations they would be prepared to co-operate in oecheoe such es I have suggested, which would esure theirhoving o Royolty on the spot during the period of
theCelebrations./,In considering the time of such on appoint-ment, the existing position has to be tekn intoaccount. In the case of the Governor General hisappointment is, of course, at pleasure and not ior anydefinite
period, and I have no doubt his resilnetioncould be obtained where the object was to note way forthe oppointnet of a Royalty as Governor enrol ofAustra in.Vietorio at the eenet has not got e Governorand while I gather they
are moving in the direction orasking for an appointment, nothing has yet been done.In the case of Ree South Ioles, I gather thatSir Philip Geaeis tine expires next year, and no doubtsome arrangement could be node
uherohy he loft beforethe expiration of his full tern.Hy own idea on the subject would be thatfairly early steps should be taken in the nutter, which,if it is proposed to give effect to the arrangement, nighhe node public in the
course of e row months, but theoctuel taking up of the position in Australia by theRoyalty would he postponed until some convenient tinenext year. The proposol of course embodies o revoraifrom the practice of appointing
an Australian as eGovernor General. This, however, need no involve opermanent departure from the practice, end if it was sodesired, the appointment of the Chief Justice es theGovernor General could he reverted to ofter
we had had nperiod with a Royolty in office.tODA



itll‘, .'\|IL-5-I put forward the suggertion for yourconsider1tion as I think it is desirable Australiashould have its turn with a Royalty as GovernorGeneral and because I feel we are likely to getintu a rather difficult and
embarrassing position ifsome arrangement cannot be made which enables Victoriato have a Royalty on the spot For its CentenaryCalobrations.Your: sincerely,



1. / 'Jecode og cablegram aucressed to the Rt. Hon. S.M.BruceDated Canberra 29tn April l955.Some difficulty may be edperienced in obtaining consentmembers Loan Council to any definite proposal for
optionalconversions involving less than eightyfour millions. As soonas proposals assume aeflnite form we would like personallyconsult as many Members as possible if the course of negotiationsgéyill permit. This would
probably delay reoly an extra day ct twodays. Would lio you to Keep this in mind xnen forwarding anydefinite proposal for approval. We do not however sant hamperposition at your one by any delay nt this enu.LYONS../ '
¢_;&‘*~'Qwia g6 Uwi‘  l._C.'{_(, K k w



DECODE OF OABLEGRAM ADDRESSED TO THE RT:HON:S.M.BRUOEDATED, CANBERRA MAY 8th 1933.PERSONAL. moszr steam. Your telegram May sun, We arerecommending to Loan Council larger operation
without under-writing and will let you know their views as early as possible.ill be glad to have proposed terms es soon as they areavailable. ‘LYONS.‘. I ‘M!   . \1



\ IDECODE OF CABLEGRAM ADDBEQSED T0 THE RT.HOH.S.M.BRUCE.DATED CANBERRA L0th HAY, 1953.PERSONAL. MOST SECRET. My telegram ma? 8th. Sufficient replies re-ceived to permit chairman Loan
Council authorise you to proceed withnegotiations for operation forty three million pounds without under-writing. when proposed terms are received it will be necessary referthem to Loan Council before definite instructions
can be given to youto announce offer convert. will send final decision on Tuesday atlatest. Full text reply from Premier Queensland is quoted hereunderfor your information (begins) I am of opinion that London proposalis
entirely inadequate and will not afford relief required and de-served by Australia. Operation should aim at conversion all loansfive per cent and over. Having regard to continued fall in pricelevels nothing less will suffice.
Australia for these reasons isentitled to same relief as Great Britain secured by its recent con-version. Chancellor and Bank of England should be advised thatfailure to assist may result in default much against wish of
Govern-ment and Australian people. Governments cannot grant relief sourgently required by their people if overseas interest not reduced.Agree negotiations being continued on above lines subject to furtherconsideration
when terms are available (ends). _LYONS.. \ ..-_ __ 1\ UL\ §\_. __ _ Q 21



— v. 3‘DECODE OF OLBLEGRIM IDDRESJED TO THE RT.HON.3.H¢BHUCBDITED CLNBERRI HIY 11th, 1933-PERSONAL AND SECRET. Owing to difference in views of someof the Premiere have convened meeting
of Loan Council for nextlonday. will be glad to have in the meantime any further inform-ation as to probable terms of forty three million pounds operationand whether those terms are likely to be less favourable than fortwenty
six million pounds. Lengthy press cables are reachingAustralia containing full disoussion of points relating to pendingconversion including probable amount and terms.LYONS.!I=:_=—4



 H; ". 0  t ,‘I‘TRAL h%zé_f'7 : 2”P-rvr.».v 'lI\:.- _ ,/’_, :,_:_ , _._, PRIME MINISTER20th April, 19)}EggM‘L%g&$\Dear Mr. Bruce,I write to acknowledge the receipt of two letterswhich I have received from you with regard to the
conversionof our Over-seas debt, the first dated January 27th, thisletter being of an exceptionally confidential nature; andthe second dated February 19th, with which you forwardedminutes of your conversations with the
Governor of the Bankof England.Yours sincerely,.227 //7'/Ayl, Z%L£k_’/_7*_;” The Rt. Hon. s.m. Bruce, C.H., m.c., M.P.,Australia House,K‘ Strand,‘ LONDON, W,c,g,



l$£&La‘ 1' -‘ '#$2Dear Ir. Bruce,I write to acknowledge the receipt of yourletter of February 14 on thewith which you enclosed a draft letter which had beenprepared by Mr. McDouga11.Yours sincerely,6The Right
HonourableS.M. Bruce, C.H., M.C., M.P.,Australia House,Strand,LONDON, W.C.2,L" _}‘_'s’ET §_, Q‘C-.\PRIME MINISTER20th April, 1955.position of the Dairy Industry,‘$4/D


