
NAA: A2671, 88/1942

Series number: A2671

Control symbol: 88/1942

Barcode: 7593905

Number of pages: 22

War Cabinet Agendum - No 88/1942 - Lease lend agreement with United States of America

These copies are provided for research or study purposes. Before making use of the material for other purposes (for
example publication) you should familiarise yourself with any copyright obligations.

http://recordsearch.naa.gov.au/scripts/AutoSearch.asp?O=I&Number=7593905


V'***—'E**'E E H  Z E 7?‘{_ £5 - \z.lt>i\\r>.SECRETCONFIDENTIALDEPARTMENT 0F DEFENCE C0-0RDlNATl0N.Subject : E - E.............. ________________________________________________Q_£_____4%’/7Lfrigin
_______._‘_  _, .‘hi 1' 1 ~* ' B-’ ,,,,,_.._



1I/ .‘ T-\.'£>Ix;;_II~4‘/’ ‘I I u\l\t\‘ ~ 0/] . \scmzi  ~’>\\f°'\'@1 ‘I ‘/G.~mIEi:1iA. A..0.'1‘.1; M31942Thn rilii x for necessary actionDeparted at the EnvyV:_-=-‘-‘€“ qr-w 1'_»;*:' 3, .. ._= wr_r;;-* .=»‘.= 1 ;_-_o__._.@..- ma» 1: 1',I~'('$§<_.":£-
‘?fHBantu 10 rerun-doting;recording the Quinton or In Gubinet imwllaIUb10Ii- '5%faI- (137lfiOGpI'I0~Z§0.1'ilwL§!m!llI.i.ll1lO8n61OlQ4-Copiesto:SecretaryColonel WilsonMr. PerryMr. PortSec., Dept. of Navy (25)_Min. for
NavyHNNNWNavy L. 0. 226; .1Sec., Dept. of Army 12Min. for ArmyArmy L.O. éizgSec., Dept. of Air lhMin. for AirAir L.O. 217%Sec. , Dept. of S.& D. 28Min. for S. & D.. Sec., Dept. of Muns.(29)Min. for Munit1ons~Sec., Att. Gen.
Dept(3O)Att. Gen.Att. Gen. L.0. (31)./zxzg4 \n,"3 ,,g) I/lblv ' "//1n“YSecry,tor 'I1VBII@I!'IDept. of TreasuryTreasurerTreasury 'L. O.Ass.Sec.,Det».C0. DivCom.Qen.Dept. of T. & O.(Div.Min.Secry,Min.Secry,Min.Secry,Min.Secry,of
Import Procuremfor T. & C.Dept. of Commercefor CommerceDept. of Ext. Afffor Ext. Affs.Dept. of Home Secfor Home Sec.Admin. Plng. CtteChairman, Admin.Plng. Cttee. (58ent3)O 22;6?, o)(32)s.(S.(?%é3337Auditor-General
(2h(under separate letter)J)35)8>.>



\>\__’  J;-‘,1 \I .v\.:‘ /0’mm G1‘-BINLT mmrrm ¢5|‘30l \ LY]SE BET *~cA:-mm2,.~. - 10‘I‘I1 mam"-Jay 191:2°4>4*»1 (1878) llxGEN11]T‘."l ITO,  - lE,ASE$;'-?I1E§§}? A_GEE:sI€}fEi‘,1[i QQTII  :./,;TES KYF, .3111?-',B1CJ“x\P
’\up~11'5It was rlecided mm.:-\1 (Q) ‘m1- ugreament spoulcl he reacneacl with the United Staten‘ Guvarmnent on lease-lend as e-nrly as pésaible;/-aF5’”) Article ‘III  expressed. in the revised draft of the£Ir.it.ed Ska?-a.a
IC‘=awemu'ne‘nt shoultl net at.and in thé wayuf‘ an agreement. and mi;5;1»t be accepted as a working,‘ basic;\(u) subject to a clear UI'lde.!‘.,=§‘2:{.!11nU.‘\'1§; tfhat the zontributiona> *0 be maria by the United Stanes and other
co\'r::f1-iesmvmt, b»: adequate arr} cor-mnenaaurate, Austr-alia vzmujd he‘ prepared tn accept the corrrrnitmezxts involved in~A1~ti¢le ‘T11 au and:->a*ro-u::* to give effect to themI even if tzlis r-equirezi a mo>di_1‘1cn.t-ion of
Imgerialpl’-‘3~ii’\8X":‘¥n(:.E ;\ (61) the intr=:r1't1:’mz Of the Ir?1iAt:-*=d St'a‘1:e& Government. migntbe more :=.de<1un*aré1;§.= ssqmessewi ‘by an mneniime-at to thewavziing 1:-f Ax-1'.i<:1e VII 1:1? zlzmifie by an exchzrngu1 of
notes, and the Australian Goverrlrwnt would be1 ;v1":_T_,ar’e'l to egree with  c~r.1::ndment. sf the Ari-.1<:le av:the a<;~c:=}»ta2.1ce of a p1"‘iu.ct!‘p1e: es"l2ablj.ahei1 by “chezzeimonge of n'.=te.s, c1az'i‘f‘y1n§' thee point at isms
andmntu:».1_;y zmcspiaable tn ne Uzlits.-Id. K’ir~g-gum: and Uniter1 states C%c>ver'nme;1t.‘s‘;1\{_ 9) it \;"ou.Lrt be p1":vi'w.>ialJ1~e and wzzulrl 1;1?r>bably~ mnr.'|=~ neazrly\ expz"-era‘: 2-he :'.:;tem<.10n 1f‘ ihe phraae, "the
eliminmaizmof all Po):-ms sf‘ r15;§v;cg~1n;in.Qto1'y i.rea_tmenT~" i>nr:1_mIed1 in Article VEI  anemiied to read "the }g_;":9,"_>;-= 1"assi"veel1mt_nati~3"~: 9;? all f‘:.ur~ms of r5.sc:-ilrqinatory "sreatmemt",;‘( 15'}
i.\l'|e'zat11enf!rnent ;ue"?;ioneG. m (1,) aij;ou_ju"_ ’l'1e allgijated tothe U'13i.t-ed $’i;'11;ea Gsverruuerst, but 11' the amendmentpr-owes un%1cce7,>f'.?‘b1a tn that £‘~oin:;rnment, "its irmlnrsionhouli mm‘ be pressed.1 .1 c was
d.ir‘ected »t.3|:~t the above views of theGo~zer1>nmer.t he -zumreyérl to the Secret: Py of State for Dcxminion1‘.1‘f='ai;<-F: =-ad that :1 copy of the cable despatcned be also trans-; udtned to the I-\u:at1-111,121; Minister in
Washington.Secrets ry,“%17;r~ Cabinet.\\iAi\i4



‘ v ’<af,*_"!T!;‘,.* ‘ ;‘n»,5.;wv ‘~ ‘ \ ~+\,m:|s¢,’. I /V . 7; T _ w V"   ‘= "-“  1|/s0|||:"; 'i - SE RET.“W Z HCANBERRTT_ _w“9th February, 19L2.The SecretaryDepartment of Defence Co—ordination/The Department of the Treasury
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:. ~-- ~ /. ej ' 7/0/VDeer Sena tor Keane,‘W ‘;,»|’.R[;'T/,/\\\fuw] .s _.ECRE xauuuuun- '="' Gtn Febmuy, 1942In confirmation of telephoned advice to your PrivateSecretary today, the Prime Iinieter desires me to oak that younuke it
convenient to attend the meeting or Iar Cabinet, which into be held in Canberra at 10.30 a.m. on Tuesday, 10th Rebruary,for consideration 01‘ an agendum which is being prepared by theTreeeury on Article 7 of the Lease-Lend
Agreement with U.S.A.V’ Yours einoerely,/>2»/’/‘/V71 ’"‘ ”{.il"' %   r< V»/-~s a~~i"Senator the Hon. R.V. Keene,linieter for Trade and Customs,Commonwealth Offices,IELBOURNE. C-2.%>”!Secretary.



iH‘uIin\1J-Qt , __ _9 _ _ 15 I '-'~ '/1'14/ Agendum mo. Ed. 1942-/ _, Coov No. 11_ “, 1" ' DEFENCE C0-ORDINAION , -’ seem1; “”  AGENWM. "‘“_ . 5| as’? ,PROPOSED UNITED KINGDOM ~ UNITED STAT . ¢v< *AGREEMENT
IN CONSIDERATION FUR LEASE~LEND.--v-__.-Q‘...-=_.-Q ,A. OUTLINE OF D§§§kDPM§2§&Under Section Eib} of the United States Lease-LendAct, it is laid down that the conditions on which any Governmentreceives lease-
lend aid Fshall be those which the Presidentdeems setisfactay, and the benefits to the United States may bepayment or repaynent in kind or property or any other direct orindirect benefit which the President deems satisfactory".2.
The United States Government does not interpretthese conditions as involving return for lease lend aid in termsof money or goods“ Instead it asks that the consideration theUnited States receives in return for lease=lend aid
should be inthe form of an undertaking by the Governments concerned tocollaborate in a post-war trade policy directed towards theobjectives desired by the United States.3. _ In conformity with this intention a draft agreementin
consideration of lease-lend aid was communicated to the UnitedKingdom Government by the American State Department at the endof September last. (Annex 1).4. The significant clause in the draft agreement isArticle 7. In
telegram D.59l of 30th September, the UnitedKingdom Government stated that it regarded the preamble and thefirst six articles as acceptable. On Article 7, however, it wasfelt that it was not possible to enter into a commitment
whichwas ambiguous in its phraseology and which could be held to pre-judge the right of the British Commonwealth to maintain animperial protection system.5. Subsequently, to meet the difficulties raised byUnited Kingdom, the
United States submitted e revised draft whichplaced greater emphasis upon the positive aims of promotingemployment, production, consumption and exchange and or; the factthat the agreed action provided for in the redraft
would followconversations and be governed by economic conditions athe time.The redraft read -"In final determination of the benefits to beprovided to the United States of America by the Governmentof the United Kingdom in
return for aid furnished under theAct of Congress of llth March, 1941 the,terms and conditionsthereof shall be such as not to burden commerce between thetwo countries, but to promote mutually advantageous economicrelations
between them and betterment of world wide economicrelations. To that and they shall include provision foragreed action by the United States of America and the UnitedKingdom open to participation by all other countries.of
likemind directed to the expansion by appropriate Internationaland domestic measures of production, employment and exchange



V. e_=:.e- we » ll .__ v___ __\ , V‘ , _ _i :3a I/,7 .it 2 itand consumption of goods'wLich are the material foundationof liberty and welfare of all peoples; to the elimination -‘ of all forms of discriminatory treatment in
internationalcommerce and to the reduction of tariffs and other trade‘ barriers; and in general to the attainment of all economicobjectives set forth in the joint declaration made on 12thAugust, 1941, by the President of the United
States of _America and the Prime Minister of the United Kingdom."At an early convenient date, conversations shallbe begun between the two Governments with a view to.determining in the light of governing economic
conditions,the best means of attaining the above stated objectives bytheir own agreed action and of seeking agreed action of otherlike minded Governments. (D.O. D.754, 29/12/1941)."6. ‘ The principal objections seen by the
United KingdomGovernment to this redraft were (Telegram D.?63, 20th December):-(1) The words “elimination of all forms of dis-criminatory treatment in international commerce“ were notoualifisd and therefore committed the
United Kingdom toa policy involving the ultimate elimination of imperialpreference and other bi~lateral trade arrangements.. (ii) The wording of Article 7 was capable of varyinginterpretations which might prove embarrassing to
bothGovernments unless an agreed interpretation could be secured.7. In ensuing exchanges between the United KingdomGovernment and the British Ambassador at Washington, the latter-smphaaiaed -(1) That great importance
was attached to theagreement by the United States Administration and by the-President in particular; p" (ii) That there was no chance of the United StatesGovernment revising its main decision on Article 7; and, (iii) That the
agreement involved the United Kingdomin no more than an undertaking to work towards certain Vobjectives on lines to_be agreed upon and provided thatthe United States also worked towards them.8. -In reference to the
question in'a telegram of 2ndFebruary, the Australian Minister at Washington also pointedout that the Americans admit that they have in mind the removalof imperial preference, although they say it is an objectiveand not a specific
undertaking. Mr. Casey's impression is thatthe Americans do not hope to secure the entire removal ofimperial preference, but to make material progress towards thatend as one of several measures designed to make and keep
_international trade fluid. - . ‘, .-'9. The State Department originally asked for a reply' from the United Kingdom Government by mid-January, but no decisionhad been come to in London by that time, partly because Mr,Churchill,
while in Washington, had gained the impression thatthe whole question of the agreement could non be deferred in; , ‘view of the new situation arising from the entry of the United' States into the war. This impression, however, has
not been -.di’, confirmed by recent communications from Lord Halifax who reportsI__<__\ _ d . V ,_ - ~ ,-    . - -.  >1= _  lx'=1@‘.‘ngsi



4Q ..4. -3-that, on the contrary, the United States Administration,including the President, are anxious to obtain signature of theagreement at the earliest possible date, including Article 7 inits existing form. One reason for this
concern is the fearthat if a settlement is not reached Congress might take thematter into its own hand with unfortunate results.10. In these circumstances, the United KingdanGovernment has now decided to accept the American
rsdraft ofArticle 7 and to conclude the agreement, subject to an exchangeof interpretative notes with the United States Government whichwill, among other things, make it clear that the United KingdomGovernment does
not.regard the word "discrimination" in Article7 as applying to special arrangements between the members ofthe British ommonwealth, and that before accepting anydefinite commitments involving modification of the
existingsystem of imperial preference, the United Kingdom Governmentwould recuire to consult the Dominione. Lord Halifax has al-ready been instructed to approach the State Department in thissense. (Telegrams D.66 and D.67
of 6th February). Thisproposal does not include acceptance of the draft agreementas it stands without exchange of interpretative notes, and thusobviously indicates that the United Kingdom Government stillmaintains the
objections referred to in peragrqah 6 above.ll. Although the Dominions have been kept informed ofdevelopments by the United Kingdom, their views have not yetbeen specifically requested. In view of all that is involvedin the
question, it is considered that the opinion of theCommonwealth Government should be b rought before the UnitedKingdom at the earliest possible moment. Mr. Casey has reportedthat Canada has already notified its agreement
with the wholeof the proposed agreement, including Article 7. Meanwhile, theUnited Kingdom Government has been nformed that we are commni-cating our views in the immediate future, and that we hops,therefore, that it will be
possible to defer Lord Halifax‘sapproach until these are received.3-  »12. A decision must be made as to whether, ig_ggtg;g_g; g%g§1!g, t Commonwealth Government will recommend to the nitedK ngdom e course impliciy
committing the British Commonwealthto collaborate with the U.S.A. in a post-war trade policy, thestated objective of which is to reduce restraints on trade. Weneed to recognise that this may involve the modification andultimately
the elimination of imperial preference and will limitour freedom to continue import and exchange control and otherwar time measures for trade purposes in the post—wer period. Ineffect this decision involves a choice as to
whether we workwith the U,S.A. towards the stated objective of freer multi-lateral international trade or whether by refusing we acceptthe prospect of a probable drift into the system of restrictivebi-lateral agreements and exchange
control. A first step inthe application of this collaboration would be to reach agreementon the trade negotiations now in progress with the U.S.A. _13. This is a major decision snd_imposes definiteobligations on the Governments of
the British Commonwealth.Accordingly, an inter-departmental committee representingdommsrcs, Customs, Treasury and External Affairs, was asked to



.- ->_T L774 N'*:""'* _ _F v ‘L " s lreport upon the affect of these obligations on our own economy,and to draft a telegram to the Dominions Office; Because ofthe importance of the issues concerned we urge that their reportwhich is
attached should be closely examined.~.=-anC - §3_Ql1§l_~_U$'-i_9_1!§a _QI5-I.__'1?l'5;“3_.CP.F.".1i5_T,'RTI?!3‘-or -14. The Fcmmittees conclusions may be summarised asfollows:- 'Ll? If we accept Article VII we undertake to
work stepby step with U-S.A, to expand international trade and-torelax trade barriers; if we reject we must face an almostcertain drift into world trade governed by restrictiveagreements in which countries would exploit economic,
poli-tical and military advaitages to secure favourable tradeterms. '£2) Acceptance of Article VII would involve being pre-prrcd to modify imperial preference, with possibly adverse‘ effects on certain export industries and would limit
ourfreedom to impose prohibitively high tariffs. Nevertheless,on balance Australia would probably gain from a relaxationof trade barriers even if imperial preference were modifiedor ultimately eliminated.{BF A general return to
restrictive national tradepolicies would lead to contracting world trade offeringlittle future for Australia. \(4) We should at the same time sympathise with theUnited Kingdom in her fear of incurring a definite commitmewithout seeing
clearly either the circumstances in whichshe will be called upon to honour it or the precise com-pensating advantages. Therefore, we should support anyattempt to emphasise the reciprocal character of_theagreement and the
importance of expanding production andtrade in making relaxation of trade barriers acceptable.nt(5) If the reciprocal character of the agreesnt isrecognised and the positive aims of expanding production "' etc. can be achieved,
the kind of post-war collaborationimplied in Article VII is in the long-term interest of theBritish Commonwealth and provides a basis for peaceful"international relations. -3' 11\'1“='1ED1f%'§E__ l?‘3"1*?l‘iE1é_i1=_»'?.}‘:Qf.P.<2Z’$fli-
.15. There can be no doubt that the United States -administration and the President attach great importance to theearly acceptance of the Lease—Lend Agreement. This urgencyapparently arises from two factors - ‘ A(a) A
conviction that unless the United States and United; Kingdm bind themselves now to collaborate economicallyafter the war, world economic conditions will become "chaotic and collaboration will become practicallyimpossible. _ ' '
j(b) A desire to present to Congress an agreement Bfflr .ciently precise to represent an acceptable retnrn_for 1lease-land aid. (Recent cables have emphasised that *\ 4 \. ~ A \§._. ___]._ _ . ~ _ -. - _ K |_“;r." ’= |1; -  NJ.. I1



B n- 5 -- if the United States administration does not soonannounce an agreement Congress itself may wish to laydown terms which would almost certainly be lessfavourable to the United Kingdom than those nowsuggested).16.
Experience in the last w*r indicates that it isdangerous to wait until the war ia over before laying thefoundations of the post—wsr order. Furthermore, after ggneralagreement has been reached close atudy will be necessary
todetermine the scope and character of the collaboration.17. The British Commonwealth and Australia in particular,are vitally dependent upon United States material and militaryassistance. It is in our interests to show a
sympatheticunderstanding of the American viewpoint.18. Furthermore, it should be remembered that ArticleVII is only an expansion of undertakings to which both theUnited Kingdom and Australia have given adherence in
theAtlantic Charzer. (Annex 2). We cannot with consistencyavoid giving precise definition to these undertakings wheninvited to do so. -E . Race-msrnA"g;1_o§.19. We are in broad agreement with the conclusions of theCommittee
and feel that political considerations make itimperative that an agreement acceptable to the United Statesshould be reached promptlya We recommend therefore -1. That a cable be despatched to the United Kingdom outlin~ -ing
on views and stating -(e) that provided contributions by United States andother countries are adequate and commensurate weare prepared to accept and do our best to giveeffect to the obligations imposed by Article VIIeven if this
involves the modification of imperialpreference.(b) that we consider that the intentions of the UnitedStates administration could be more adequatelyexpressed either by an amendment to the wording ofArticle VII or by an exchange
of notes in the termssuggested (excluding Clause 4 which seeks to excludeimperial preference from the scope of the agreement);but(c) that we consider the meaning both of the proposedamendment and the remaining clauses of
the draftnote already implicit in Article VII and that there“fora these matters should not be pressed if theym'ove unacceptable to the United States of America.in draft telegram is attached).



v- 5 -2. That the Reconstruction Committee on InternationalRelations be instructed to consider the principles onwhich United States and British collaboration shouldoperate in order to achieve in particular the positive aimsof that
collaboration“Hdvb EVATT, oMinister for External Affairsa\ J c Be CHIFLELTreasurer.



v\-,,»; : »~Ua"' . -i- ~’< - s" =*w‘~." ‘” '  ~ ‘ a’    2°1¢81‘=1" ‘=9 P9I!*lB$911a~Q1§£1eailenaon. ft-:T.,_<,5,’—-l i*..V ' ‘“a.\\ _ , ‘ Your telegram D.6? and-earlier telegrams Leaee~i ,Lend Agreement. . . - -H _ On the basis of your earlier
advices the Ccmon-.wealth Government has for soe time oeen'giving close considera-f10H_t0 this question.‘ In the light of this. consideration and ' \your latest advices we offer the following outline of our views.\» \' It is evident
from your advices of Hal1fax‘s viewsthat the U.S. Governent and the President in particular attach Vconsiderable importance to the agrement and that they would beunwilling completely to exclude Imperial preference and
similararrangements from the scope of "agreed action" as contemplated in‘ \Article VII, The Empire"s immediate need of U,8. aid is eo* _ purgent that we feel every effort should be made to come to.agreementwith U.S. in this
matter.v.1In our view a general relaxation of trade barrierswould be possible if the positive aims of collaboration referred‘to in Article VII are achieved, i.e. "the expansion of production;employment and the exchange and
consumption of ‘goods which are thematerial foundation of liberty and welfare of all people".Australia would be willing to share in agreed action to achievethese aims.‘ y _v ‘ We note your desire to establish by an exchange
ofnotes an understanding that Imperial preference and similar arrangermnta would not_-be regarded as discriminatory for the purposes oagreed action under Article VII, Australia's experience in thelast ten years has been that the
commitments in respect of our own _tariff which Imperial preference has involved, coupled with theadoption by many foreign countries of exchange ccntro1.and~ b1~ '='lateralim; have'greatly limited our capacity to make
satisfactory -trade agreqmets, and have operated adversely against our economic " ‘interests, Furthermore we are conscious that Imperial preference‘ ., is regarded as discriminatory by foreign countries and ita.cxo1uBion_-1from
the scope of agreed action would prejudice their willingness e 1to collaborate. We feel that the avoidance of discriminatory ~bilateral agreements and exchange control, and even the moderationand in ems cases removal of
Imperial preference would produce ‘economic benefits if other countries made concurrent adequatereductions of tardffs and removed other barriers to international'Vtrade. y - _1F- ~ Fgp our part,~subject to a clear understanding
thatthe contributions to be made by United States and other countriesmust be adequate and comensurate we would be prepared to acceptthe \c0mmitmente involved in Article VII and do our best to giveeffect to them even if this
required modification of Imperialpreference. -\I_ We fully recognise that bilateral treaties and ex-change control for trade purposes may be very important to UnitedKingdm in the imediate post-war period, and may afford
protection-to your export income not immediately available by other_msans, We‘ . also believe that Imperial preference may mtefilly h@1P the V o iexport trade of all Empire countries during the period when efforts vi;made
towards freer international trade. Furthermore we kare being A » r ,perceive that an undertaking to avoid bilateralism and ;xchange- §orecontrol and to reduce or remove Imperial preference is _ar m . w;g~>|.prscise'than any
undertaking by United States under the prOpO89§£ _ Q;Article VII, However despite these difficultieg w: gglgggg h p 1*w so i t . rs ou V Asub5¢t t° the “n¢§r§tand1ng refeigg cgllgbgration implied fa W5Artélehvgihwoulgebgongigg
giégegggggge however that h¢ 991" ‘4"§%§;. 3 a , -l4;. <"_{T1»1gp»orati.on‘ of other @011-Y1 _ e kl as _ -- - . @oi;ss;m:i=c. ‘ --. - ' . ,_?f_%%.@.%]= fl-""*"la.J " 3  '. 7 \ - ' " '-'  '. *7‘W. T?“ F-.i+ r ~‘ "~‘W1~»~ ~»<~: ~ \ . -- :".*.rw,
_,-=.)>__ - ;- _., ___  _____   H _|,‘ _ ,_ . ,_, ,..=‘ >- "F 5- -E » ---~ - " — " '-- -'  %_3‘_-:w1}.‘.t _ .~ .< .. _ _  , . --H. .%!T:.k4_*-  ‘ ¥‘~r.‘='**—: .1 7; _ V.\the kind of post-war British-Amer Sta of the British ;:%,L. Ommp, q V» H trié
should be sought ag quic y :@§@r%   ~ P‘ b _ /If Article vi: -" _;i7°11ii}e*»" E» _ _ * _ _ _ _ ‘ ‘
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If Article VII is approved,_wo consider the convegsae-'.jt19hs referred to in sub-paragraph B of majon importance. Accordingly”we are giving preparatory consideration to the principlgg upQn~wh1¢- v}\collaboration must be based
in order to achieve the positive a1m5' ., set out in Article VII and so to produce conditions in which res=" trietiva national trade policies can be relaxed. It is desirable _that other countries particularly those receiving Lease+Lend
and-- should participate in these discussions, ’ - \7 we consider that the present wording of Article VII ycould ussfull be varied so as more nearly to-express what we unierstond‘to be the intgntions or the U.S. by emphasising that
the elimination- of discriminatory trade policies is dependant on success in achieving‘ the positive aims of the collaboration, Accordingly we suggest thatU.8. might be asked to consider the following variation of Article VII e. to
follow on from "welfare of all peoples" - "and _ ‘. _§%g2-zgther with such _ex%a_13e_i_on__ the Jarogg-ess_i_y_e7e imina€ion of all orms of discriminatorytreatment in international commerce and tothe reduction of tariffs and
other tradebarriers; ‘and in general to the attainmentof all economic objectives set_forth in theJoint declaration made on 12th August, 1941, bythe President of the United States orAmerica and the Prime Minister of the
UnitedKingdom". _While we believe this amendment expresses the V .purpose of the article more clearly we consider its meaning is alreadyimplicit in the present wording and accordingly we do not consider -that it should be
pressed if it proves unacceptable to U;B.A, orappears likely to be interpreted as an attempt to delay agreement.With specific reference to the draft notes-referred_totin your D.6? we consider it unwise to seek the inclusion
of_Glanoo ‘4, We believe that benefit. would be derived from an exchange of h 737notea in the terms of the remaining clauses. However, we believe "=their meaning.is already implicit in Article VII and from our point_ ~‘of view we
would not consider it necessary to press for the exchange 'of notes. V' ~ _' V‘ While we recognise that the 0.x, must give the fullestconsideration to the nature of the commitments this agreement would ',\place upon her, the
Gommonwealth Government after full considerationis of the opinion that Article VII should be accepted, if possible inthe amended form suggested above or with the exchange of.notesA y ,. _(excluding Clause 4 of the draft note
from U.S. Secretary of Bt8PQ),_.j-2If these piove unacceptable the American draft as given in youn D.0a' ,w~i154-should, in our opinion, be accepted. 5 ' ~q.1, ‘AI.hw,\I _. -' ‘ -A?@'Q.'l _.. . AJ;¢%%§§¥§E?e»%\w "‘~; -4'." L . '
'~m€ 5 5?‘-»ua;'-‘>-;7~‘4.?7'-= L»"_!\’_-_ -;-n_—L\7;—s.-;-=é.a  _. __-__ ___ ' ;_ at-L__, § oi» <;'_-'  "‘ '



, ‘ 7 7 77 V 7 ‘('7 77 Vtiivi ' if4 \‘imposes definite obligations on the Governments of the British, .K BRTLCLE_YIIiDFLLEA§E:LEN@ AQBEEMENQ,B9E2?t,°?rlnjergdqpartmental_Commit§ee - IThe collaboration b t U,S,A, th t
_wealth and other like minded natigngeggoposed in A§t?§iei3¥1G§§§§-sents an attempt by U.S,A. to build up in the poat~wsr.wor1d asystem of freer and expanding international trade, Since acceptanceOomonwealth it is
desirable that the implications of a decision toZggggt Article VII should be fully explored. Three main questions(a) what are the alternatives open to us,(b) what will be the effect on Australia of thepolicy foreshadowed in Article VII -
bothdirectly and through its effect on U,K,(c) in what conditions will the collaboration_ prove successful.A. TEE ALT§§§ATIVE$ ~1, Ereer multi=1atera1 trad; »It must be recognised that almost every attempt inrecent years to bring
about general relaxation of trade barriers byagreement has failed, This has been due to many reasons the mostimportant of which are the national desire for military selfsufficiency and the fact that the internal adjustments
required bysuch relaxations have been judged impracticable in a world ofgenerally contracting trade, Something more than proposals forrelaxation of trade barriers is required. It is'necessary tocreate conditions in which such a
relaxation wou1d.be acceptable.The United States proposals recognise this andArticle VII states positive objectives including "the expansion ofproduction employment, exchange and consumption of goods which areth t rial
foundation of liberty and welfare of all peoples .e ma eSuccess in achieving these objectives might create conditions inmore becomewhich the relaxation of trade barriers would oncepossible.2, Bi~latera1 Trade -Failing the
sccessful outcome of the Ur. planbe forced to exercise great cotrol over theirGovernments mayexternal trade in order to impose discriminating measures whichf this alternative werethey will feel necessary. The main lines oevident
in the pre-war world. Oountries sought increasing self-sufficiency frequently at the expense of their own living standardsand the prosperity of the producers of other nations. The declininsvolume of trade flowed through channels
established by discriminatorybi-lateral agreements in which each country exploited the bargaining ‘powers it derived from its economic, political, geographic or militaryadvantages,Economically the great expansion in production
andtrade and consequently in living standards envisaged by the U.8.plan could not occur if this position were allowed to develop.Politically this form of trade leads to increasing nationalantagonism: and_orfers little hope of
peaceful iniePBti°nB1relations in the future./B. rm: tmrrsn



tn ~21 4.; ~ °kB. I!iE_UNI'1§En KINGDOM P0_S,IT_IO1\_I - VUnited Kingdom°s position in the post war world willbe difficult, , Her income from international investments, shipping,financial services, etc. will be greatly reduced. If
she is tohave the means to purchase the larger flow of imports which will berequired to reconstruct her industry and repair the damages of war,her exports will need to be relatively much greater than in thepre-war period.Influential
opinion in United Kingdou holds that UnitedKingdom can only meet this situation by a deliberate policy of bi-lateral trade backed by exchange control. Under this policy UnitedKingdom would oblige countries with sterling balances
to spend themV on U.K, exports and would direct import purchases to those marketsgiving preference to United Kingdom exports. This opinion whichpossibly lies behind the United Kingdom unwillingness to comitherself to Article
VII in its present form may arise from -‘ (a) a judgment that the prospects or freer multi-lateraltrade are remote and that the only realistic policyis to prepare for bi-lateralism; or(b) a judgment that in a world of bi-lateral trade
UnitedKingdom will be in relatively strong positionbecause of her bargaining strength and that in viewof the uncertain success of United States plans itwould be unwise to sacrifice this certain if limitedadvantage for hypothetical
benefits; or(c) a recognition that United Kingdom has an active balanceof payments with Empire countries owing largely to theinfluence of the preferential system, The retentionof this favourable position is obviously desired by_‘
the United Kingdom.C. EEEEGT ON AUSTRALIA -Australia's interesm in international trade policy arisefro -(a) her position as an e;porter of foodstuffs and rawmaterials;(b) her desire to build up a balanced economy
byindustrialisation.' The benefits which Australia has secured from Imperial ‘preference are comonly exaggerated, It is true that we havecome to regard the sugar, wine, dried fruits and canned fruitsindustries, and to a less obvious
extent the meat and dairyingindustries, as depending for their existence on a continuance ofImperial preference. In responsible quarters, however, the viewhas been held for a number of years that Australia has more to gainfrom
an expansion or international trade than from a continuance ofpreference on the present basis and scale, such imprtngd t dccommodities as wool, wheat and metals are dependent on wor raiand canot benefit from preferences,
and the meat and da%PY1n§ 3*dustries stand to gain much by greater freedom in intsrna ionatrade In addition Australia has a definite interest in expandintrade'in other foodstuffs (e.s. wheat) and in PB" m@‘=°1'1a1B °-Eawool,
metals) which must follow the igdusrgglrgeggéggmgg ggB:€b§€1_developed countries such as China. ur e 1 dai reduce andr A stralian exports (e 2- metals’ "°° v "Y P _ties or u -certain classes of meat) in the American market
itself-/lt has been



gin"? “I:-Zi, ' '-r€’ff?' ’ * ’ " ' < '~*—~ W‘ "W ' '%~~ e 1 I‘-.'%_" -—* ~~*><-‘saw. —- \-~'!—/-?§—+-_~ . _, .\ V-___’., _ p _ ,“i'!:', -I :3  . - ’"‘‘ > i _ » V ' \. 51  R _ _ 5° 4tf _ :_;i_ p It has been found, moreover, that our commitments " 1“T
;- to the United Kingdom and other Empire countries in respect of ‘ 1gf ’~" "preferences made it difficult in the four or five years prior to QY ' the outbreak of the present war to reach satisfactory trade agree-L gments with such
countries as Germany, France, Italy, Belgium,‘ Poland and Japan. This had serious effects because we dependedupon our active trade balances with those countries to meet our- adverse balance of payments with other countries
including UnitedKingdom and United States,i _ In other words it can conclude that while preference.- may have been desirable as a protective measure in s world of ;.nationalistic pO11CieB it should not be allowed to prejudice
thehope_of an expanding world trade whidiwould make such measures~ unnecessary. alt would be unwise therefore for Australia to insistthat Imperial preference should be placed outside the scope of~ __ agreements envisaged
in Article VII;l From the point of view of industrialisation Article VIIi limits our complete freedom to impose prohibitive or highly protec-tive duties, Rational development of Australian industry ifnecessary by tariff protection need not,
however, be held back by'the collaboration with U.S. Indeed collaboration may, by the' provision of capital, speed such developnsnt, However, we must .be prepared to consider modifications in our present tariff structure»as part
or general agreements to be concluded. ' ‘The general alternative of bi-lateral trade holds little F. hope for Australia, Imperial preference itself offered no hope of \‘ _ expanding markets and the privileged position it gave us in the ‘1
probably declining markets of United Kingdom must be progressivelyencroached on as United Kingdom concludes other bi-lateral agree- » ‘ments, This sncroachent was evident even in the pre-war period _§(e.g. United Kingdom
agreement with Argentine). In negotiating 1other bi-lateral agreements our bargaining position would be weakas many of our major exports are in excess supply or threatened by QJsubstitutes and our freedom restricted by our
obligations under ~ ‘preference, ' 'Nevertheless the United Kingdom market is by far our Imost important market and it is important to us that the United. ~\ Kingdom should retain, after the war, the greatest possible ;‘ importing
capacity. We are, therefore, vitally intersted in the P} study of United K1ngdm”s post~war problems which will have direct _i influence on our own economic position, But, provided the UnitedKingdom economy can be adjusted to
it, a post war policy which -A ifrowns on exchange control and restrictive bi-1atersl'agreementB ‘‘should be good for Australia, even if (and to some extent espeoiklly W' 1\Vit) it is accompanied by a reduction of Imperial preference
in cx- .change for freer international trade,‘ AxIn coming to our decision, we must recognise that theindustries which have been referred to as partly dependent onimperial preference may be dismayed at the prospect of losing this
~ V;protection, which they have come to regard as one of the essential ‘conditions of their existence, This is true in particular of the 'sugar industry and the wine, canned fruits and dried fruits _ _industries. However, the problems
created would be much less‘ serious than those now facing export industries. The war has shownthat these problems can be solved if boldly handled, A-1;,\ p - However, if Article VII is adopted some careful‘ publicity in Australia
will be called for and it will be necessary _to ensure that necessary adjustments are planned in advance, i V‘u o ‘ /D. Posyrxvn _ .1 lg"_." : _ > _ =.- V§'. < 1 It 4%!2 t _ -. K J1“ ‘ A v_.P5‘  ’ 1 I _ _ -';‘..€\ ,;-57':-'\_ -_"<;;';y1'.='_ \- .(_
1...‘;  _ , _ _ _ .__;;.,_ .'  -__,_>_¢-’-1;.‘ "‘ -‘ ' i __ 4__f_.‘._', (7-._=i1__ |_= _-_v '__ .



~ 5,‘, " ail» 1 g 4, .._ ri_I§;iZ;$.IIL‘IVE ASPEGIS or '1-\R‘I!IQLE, vii - " , 'A; 5|:-__, -- .: " ‘ '  . > ‘_ 54&Vf*w _ A practical weakness of the yhole plan proposed by_ _{ksh_is_that its sponsors may not carry it far enough. A
majorconsideration is whether the collaboration proposed can achieverthe-positive aims of Article VII. This depends upon the scope.snd character of the action to be taken. Certain principles suggthemselves as essential if this
action is Ato be effective -(a) United States must have an import surplus which will .enable her creditor and other foreign income to bepaid in goods; this may involve not only aliberal tariff policy but an internal policy ofincreasing
consumption and possibly directgovernmental purchases abroad. .,(b) Lnternationa1.contro1 of production and trade will be_necesesry in basic export products. a ‘ -(c) collaboration must provide for planned derelopment of,'
.underdeveloped parts of the world to ensure greater7productivity and rising liying standards.4 (d) There must be participation by the largest number or4 countries possible, *Further examination of these problems is necessary but
if the Unitstates is prepared to ensure such action the positive eims.of ArtiVII can be achieved. It should be noted that in signing the ogremant'U.8. becomes politically committed to action along these linesIf article VII is accepted
we should fully examine the nature oflfparagraph 2. ' - ~ ~_Intergretat1on -' . -negative aims of Article VII, i.e. the relaxing of trade barriersparticularly as affecting Imperial preference. _It may be desirable therefore in agreeing to
Article- ‘ _ _ . .‘VIto re~emphasiss what has tended to be obscured in these diecussienthat_the positive aims of expanding production, trade and livingstandards are in Article VII given equal if not'prior importanceand that
unielateral action is not called for from either party. 'to give greater emphasis to these aspects or by preparing an agreeinterpretative document. Because Lord Halifax considered that,_ This could be done either by an amendment
to the Uor&Vm1§~attempt to secure an agreed interpretation~sould be regarded as"s#aWe recommended askin U.S to consider the followi aendmentr ,, 4 Q \ - "8(additions under1inod;_~ a" » "..... agreed action ...., directed to
the expansion---.- of;production, employment and_exchange. asand consumption of goods which are the materialfoundation or liberty and welfare of all peopleg»and otggeiner with _su<zh_¢_xi>sne1o:1gj:_he lg?-
ggneegivreéliminatioii of E111 rams of aiiscriniia cry £1-ca7t'»<mant in international commerce and to the reductionof tariffs and trade barriers; ...-." .The UQK has however recommended an exchange of n0€§-. , - . ~ as ~ = * 4_
oiausaa of the draft note (which states. that Imperial preferencg. _ ,1];is*not-to be regarded as "discriminatory' in the sense intended‘ n»o -ngitlcle VII) must be regarded as an attempt to change the meinigg >. Qfnlrjglg VII in 3
may which we_pe1i°V° '°uld :et:na23g?Eg: gtsg@f~ '-~"~- v§l}*'!i".i and inconsistent with the basic P\1l'P°B°5 0 ° _  _,~L‘ ‘ r I ' - _ , _ _ _ - u  _»J‘ g“ the remainder however merely make more PP@@iBQ,%h9¢,;,, H_\’l“ e _ :..: :3-.\
1' .\:‘»'-__‘__; »   _> _ _ _ ’T1£Q£ i; £»;'Li;§;:lsn4a: Q#;§_ U to . _ .;;ni sis ls;s_i;o;l;:;;; c *—‘i"“" a4action to be agreed upon before the conversations_referred to in-sub— ‘1Exchanges betnean U.S. and U.K. have centred round-the
‘ii. A]--.1J. ‘Iv:' —————1'~ — —1~.;r':i "I-7J7’ ’>"“*-'=r-?*1*-,;- ~€~ ' '7' —' ‘ ‘ >'- ;=  ?=<'-*-'1==.-—-".;~*—'~ . 1»-_=L" -Eh u _ ,-._ - _. _ _‘=_\ '-  > L,‘ -,__> '\_|__|r,\-~ __ .% . _ _  _w\i__:gv'_»‘_ ,_ ‘__,,v; is-_r-1 ‘ , ~ '.= V . A»-~‘»
~‘§~;1_:=.- , Q:-= l-_ i V ' - — -. ‘s-U’ _ ‘1‘\\6J»_:ai in __n:,'?s!'.E§.=_.“lA_as-“Li~<\1' »’.



  M“ '_‘""' “" * ff"? “~*"-= ""*‘~=—'~"*" - V-— _>‘,.1_| _<“_§ - - , . ~__ _ - ‘J4" |_ ' 0 - '- . ‘J1 Q.  V. 1‘:;_-_~ ,'Q%APti‘(:1~‘§ V11. The sig:nif‘ic>an_t» clauses st-ate  ___‘ocv> @¢<y " . . ' - 1;]5 " -» Clause 2 Q In considering agreed
action the par esQV‘ f~?; f ‘ ' will take into account the otherlc p086»1;-_  _ war difficulties, - -1" >-1 " /(5 -= The special balance of "p_ay:nen11_B problem of _“ _ ,/'" U.K. is recognised by U.s./h 6 Q The problem of internal
adjustment necessary inU.S. if she is to take her appropriate place\ _ in international trade is_recognised by U,K,lateral aitl Q1159 mix-squire-i of either country.or notes to clarify these points and it should be acceptable’ notes as
an attempt to evade the issue. I1‘ Conclusions = . _favourable trade terms. ,is modified or ultimately eliminated,Australia.' and the positive, aims of Article VII. »5 If the reciprocal character of the agreement isedrecognised p Kwar
collaboration implied in Article VII is in the long~termmi‘ international relations‘H Recomendationa — ,‘ *_ 1, that a cable be despatched to the U_.K. in terms ofRf‘, ‘ the attached draft,i " 2, that the Reconstruction Committee on
International% relations be instructed to consider the principles; on which U.S. and British collaboration shouldj operate in order to achieve in particular the , -T » positive aims of that collaboration, _l“ §pte - Mr; Moore suggested
that accsp once" 6 = Attainment of aims must be gradual and uni= \-l . There would appear to be some advantage in an exchangeto ”Australia provided U.8, does not regard the negotiations for such1. If we accept Article VII we
undertake to work step bystep with U,S.A, to expand. international trade and to relax trade -barriers; if we reject we must face an almost certain drift intoV worId.trade governed by restrictive agreements in which countrieswould
exploit economic, political and military advantages to secure_ 2; _ Acceptance of Article VII may well invglye modifyingImperial preference, with possibly adverse effect certain exportindustries and would limit our freedom to
impose prohibitively_‘high tariffs. Nevertheless on balance Australia would probablygain from a relaxation of trade Harriers even if Imperial preference3, _ A general return to restrictive national trade policies‘-would lead to
contracting world trade offering little future for ’4, We should at the same time sympathise with the U.K. inher fear of incurring a definite commitment without seeing clearlythe circumstances in which she will be called upon to
honour it orthe precise compensating advantages, Therefore we should supportany attempt to emphasise the reciprocal character of the agreement' and the ositive aims can be achisv the kind of post; '" interest of the British
Commonwealth and provides a basis for peace_- -V 3 . ' p_  _ z ‘oi’ Article VII should , _ §iYj1 fair _ ‘be aecompanieq by a statement that our adherence snap. "_€r rim?E? P; ' ' support would be forthcoming while its purposes
were _%*~§§;{1§%§"“7“ ’*-_ ‘being achieved or offered reasonable prospects oi he;n%_J¥$F2 ."..- V1 achieved. The mason w of the Oomittee cQn1@@9@1:r'“¥!5?§l;7"‘? é  1 _- ' lauchn a _-statement "W88 11m1e<=°BBa¥‘¥-
‘=“."i‘7* 1139??» ..*"» -b9?,‘  5° -,°?e¥’.”r1_Y°'-. %Fm§°‘17‘*¥7‘? ‘?.:f-??... J\v\\J11vI.-1‘1J.5



 ._ At   _\. >§§l5A§2E‘L-==LEl‘&3 C/Q‘Ij'§j>I;£?§i§¢;f_?:§_§__ -  ,‘F -\\ V ' ,' ~ .4\. The United States of America will continue to supply Vthe United Kingdom with such defence articles, defence services;~and defence infcnnation as
the President shall authorise to be‘ transerred or "rcvidedArticle Tl. :\ ‘The United Kingdom will continue to.contributc to the .defence of the United States of America.and the strengthening 'thereof and, should circumstances arise
in which the United StatesQf m@Pi¢& in its own defence or defence of Americas may requireArticles, services or infonmation, will provide such Articles, e_ The Government of the United Kingdm will not withoutapproval of the
President transfer the title to, or possession of,' any defence article or defence information transferred to it under_ the Act or permit the use thereof by anyone not an officer, employee.or agent of the Government of the United
Kingdom, ‘‘ U \ Article IV. iIf, as a result of the transfer to the Government of the- United Kingdo of any defence articles or defence information,_itbecomes necessary for that Government to take any action or make '_nny payment
in order fully to protect any of the rights of citizensQ of the United-States of America who have patent rights in and_to anyouch defence articles or information,'the Government of the United\ Kingdom will take such action or make
such payment when requested toV do so by the President, '‘ ' . Articln V?’ V - The Government of the United iiingéorn will retum to the ’United tates of America at the and of the present emergency, as deter=agreement as shall not
have been destroyed, lost or coneued and as _nha1l_be determined by the President to be useful in the defence ofthe United States of America or of the Western Hemisphere or to be» the-United States of America full
cognizance shell be taker of all‘ _property, services, information, facilities, or other benefits or_ consideration provided by the Government of the United Kingdomsubsequent to 11th March, 1941, and accepted or acknowledged by
the‘President on behalf of the United States of America. . -K ' The terms and conditions upon which the United Kingdom _rece1v&' defence aid from the United States of America and the beneiteto be'received by the United States
of America in return therefor, asthe two coutriea but to promote mutually advantageous economicrelations between them and the betterment of world-wide oconomic__ H3 ‘ ;relat1ons; they shall provide against discrimination in
either the ’1! ‘United States of America or the Uni-ted Kingdom against importation _g‘ ‘of any produce originating in the other country; and thei Bhll "7' *1 =‘“ ' ~ ' Article VIII» ' '- . A . =;‘Z§;“‘ J‘- »’ ‘ §£§l§l§§_Qi Draft.Agreémen£. "- -
* Article  *‘ l1ll\‘ égticle 1:11, . 'services or information as it may be in a position to supply,F1nined by the President, such defence articles transferred under this Qotherwise of use to the United States of America, - ‘LV - In the final
determination of the benefits to be yrovided to; ' " -provide‘-for formulation of measures for achievement of it; @Bé~@n§B@»>j>!-giArticle VI. t V r I~Jxi' Article VII. U ' '- "finally detennined, shall be such as not to burden
commerce between E. -7Q;’*-";-'T$;5_;;; ; ' - ems  .;fr'om}=he rcetgg -=*-ii~ ~  ~ * W" 1 two oovernm~*i“v' ’ ’I



L'7 9PI ‘ ‘~,{ ‘TERANNEX 2ATLANTIC CHAR ,Meeting between Mr. Churchill and PresidentRoosevelt.JOINT DECLARATQON."The President of the United Btates and the Prime Minister (Mr,Churchill) representing Hie Ma3csty°s
Government in the UnitedKingdom, being met together, wish to make known certain coumonprinciples in the national policies of their respective countrieson which they tase their hopes for a better future for theworld. They are ~1,
Their countries seek no aggrandisement, territorialor other, _2. They desire to see no territorial changes that do notaccord with the desire and freely expressed wishesof the peoples concerned.3. They respect the right of all
peoples to choose theform of governmnt under which they will live andthey wish to see sovereign rights and selfegovernmentrestored to those who have been forcibly deprived ofthenn4. They will endeavour, with due respect to
their existingobligations, to further the enjoyment by all States,_ great or small, v;ctor~or vanquished, of access onequal terms to trade and raw materials of the worldwhich are needed for their economic prosperity.5, They desire
to bring about a full collaboration betweenall nations in the economic field, with the object ofsecuring for all improved labour standards, economicadvancanent, and social security,6. After the final destruction of Nazi tyranny, they
hopeto establish a peace which will confer on all nationsthe mess of dwelling in safety within their ownboundaries and which will afford assurace that allmay live their lives in freedom from fear and want.7, Buch peace should
enable all men to traverse the highseas and oceans without hindrance.B, They believe that all nations of the world, forrealistic, as well as spiritual reasons, must come tothodmndonment of the use of force. Since no futurepeace
can be maintained if land, sea or air armaentscontinue to be employed by nations which threaten ormay threaten aggression outside their frontiers, theybelieve, pending the establishment of a wider andpermanent-system of
general security, that the dis»armament of such nations is essential, They willlikewise aid and encourage all other practicablemeasures which will lighten for peace-loving peoplethe crushing burden of armament that is upon than;
l_ aéi



_ , I ',6-do   s- '*"'= 7 Y_ , .; %€N'F ~’ ~11. i DEPARTMENT OF EXTERNAL AFFAIRS  'CABLEGRAM.  DECYPHER FROMADS. lEGATIO§J_WASHINGTQN. Date sent 4th Feb. 1942.12.29 a.m.No.205t Rcvd. 5th Feb‘ 1942-
IMMEDIFTE‘ I saw Acheson unofficially today on the subject matterof your telegram No 133. State Department and Treasury are justabout to discuss this general subject. Acheson takes sympatheticand sensible view. He explains
powever that United Statesadministration went to be able to say to their potential domesticpolitical critics that every country was doing everything itpossibly could by way of wilitary and finsncisl effort on its ownaccount and in the
common interest. He says United Ststesadministration want to be able to avoid criticism that it is lendleasing everything it possibly can and that at the same timeAmerican forces abroad have to psy cash for all_their requirements'
He realizes our difficulty in meeting our own constantly in»creasing war expenditure at honw and abroad, and of meetingAmerican requirements in Australia as well» He wants to be ablefind a way round this obvious and easy
criticism. He would like tohave some rough enalysis of the “wo;ks" (first line of yourtelegram} and also some quantitative description of our sterling1 ad dollar commitments oversees, in order to see if it is notpossible to work out
some jndir§g§ means whereby Australia canmeet the cost of American requirements in Australia ani UnitedStates can reimburse us by helping us to moot some of our otheroverseas financial obligatio: to roughly an equivalent
amount.He suggests (quite unofficially) that we tell them what our dollarobligations are, outside of what we expect to get under lend-leesearrangements, so that they can see what dollar gmyments they mightbe able to relieve us
of. He even suggested that we say what oursterling obligations are with the idea that something mightpossibly be worked out between United States, Sritoin ami Australia,by which an offset would be arranged to meet the
approximateequivalent of the cost of American requirements in Australia. Herealizes thit there is a limit to taxation and borrowing to meetour out go beyond which we cannot go with safety, and that whenthis limit is reached some
sensible means must be devised of copingwith the situation. It would be helpful if you could reply onabove within 48 hours. CASEY: ' ” .i-»V‘;,.U)5 As received.Copies to - P.M¢Min.ElA.Treasury (for attention)CommerceDefence
Co-ordinationi ./A74» (~51 ..,/Ppf(\;_.~/1"‘ ’£4 k 4 w I ~A/ml/b ' /',_ ~'-'“i* m~"—""“‘*'=*Y;=——"_/- —"” i,’-—_V 1 ._


