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Dear John, Covsy (for their eyeés only)

Bizonal [gdblaa - BGines.1 la keaping ﬂo carbons, including nonse
of this letter, I cannol be quite sure hLow fully I ha?eluJﬂw the present
topic in my recent letiers, General Braper has been hundlin; the negotiations
with Generel Robertson on the yuestion slome, Yesterday, howsver, Zd Mason
got in on it with Draper so thet I am beginuing to have & better picture of
the insues and developmente, I'dé-nol hz?ﬂ uupiau of the paperas for sending
you, however, sinees “d has only two papers in one cppy each and needs tuﬂm
daily,

The primary issue turns out to be not exporte but industrial
ﬂlﬁﬁﬂlnq. Clay PJ}hrﬂhtlj thought that deteiled planning of the Gemman
economy by tqe bizonal agencies was contrary to US policy =2nd impractical,

The British, who 22 you recall had not sllowed the Laender in their zone io
eatablish ministries in trensport, finance, GUMJHHlGEﬁlDH’, industry and foreign
trade proposed to leave the Laﬂndar out of ecomomic eperations, It wes this
difference in view which precipiteted the recemt row,

The British now want & document signed by the {two Secretaries of
Stute which will constitute & new charter for the bizonal merger, I hed a
glance &t the second British draft last svening, The firet half of the
cocument is devoled to principles of administration and foreign trade, the
second to the sstablishment of & bizonal level of industry and the rﬂsumption
of reparation deliveries, including thomse to the Soviet Union, (It is reported,
however, that the phrfurmanue of the Soviet Union on the Four-Fower Treaty
has weakened Bevin's resolve to deliver reparation equipment to it).

To take the second half firsty; there isl little new in the present
British ideas for esiablishing a level of industry for the bizonsl area except
the introduction of terminal datea for the completion of wvarious operations -
egtablishing the new level - July 1, I think, Listing the plante by Aupust 15,
Consideration will be given tb the establishment of a reserve against the day
when the Safr le transfered to Trence and against the comtingency that the
Soviet Tnion has removed more than the new level of induetry on a Germen wide
basis would permit from its zone, ( You n ticed, I hope, the irony fto which
I eulled stiemtion in one of the memoranda’ of cﬂnvnrﬂation to our change in
position: we previously refused to move plants becauss of failure to achieve
sconomic unity; now we went a reserve sgainst ihe possibility that we obtain
unity). The British draft contains urovision for & bilateral annpuncement
immedistely after the close of ithe g;asnnt session, ¥r, Bavin has abandoned,
howevar, hic idea of trying once more in we CFN fo gel azreement on & new
leyal of industry and will take mo initistive in reieing tl oroblem,

rom my point of wview, the Briftieh position ie CK, with the possible
excepkion of the immediate announcement, Fenersl Dreper, however, and

I gesume Fepersal O1: x i ;
H 1 Cley, would dislike & great deal of it. In & memorandum to
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_ » ane aaparel drafted for his =signeture and L,5,Masog he "\
Beg Oohen yhich The, d%fhe possaibility of excluding the USSR from dpifveries
on the ground thet they have taien more reparetion from the Lastern gone
than they are entitled to. This meane of course a complats change in the
ground we ere standing on, I regard it as undesirabls, The change in ground,’
however is necessary if we want to deliver to the French., The problem will \
be =ettled here in Moscow by Bevin and Narshall, '

J
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The first pert of the British draft covers s wvariety of topics mo=t of
which will be left for =ettlement by Clay and Robertson in Derlin, DBevin does
want the Secretery's egreement lere, however, to what I would cond der to be
&en unworkable arrengement under which the plenning of distribution of foods
and rew materiels in short supply, and of industrial production is handled
centrally ‘but the executidn of the plans is handled on a Laender basis,

Ld Veson has just come down from the'Secretary's morning staif meeting
with the news that Draper; Cohen and Murphy all decried the proposed charter
a= & Sritish ettempt to railroad the Secretary into something, They held that
no cherter was neceszsary, Ud stated the opposits wview and was & minority of one,
Turther discuseion 1= proceeding amony Dreper, Meson and Murphy to which it
ia not convenient for me to be invited,

paragraph

One mhxpkay of the a:;reement in the firsl pert calls for freedom of
contract negotistion for exports by Germens with foreigners =ubject only
(my italics) to the necessity for foreign exchange control, T have suggested
to Id thet the State Teperiment could ajree to primerily but not to this
beckhended way of abolishing cnrtel restrictions, safehaven, undesirable
trade contzcte, allocmtions of scarce materiels nesded for reconstruction, eic,

The peragreph on imports is o.k.. It calls for great care in importing
raw meterizls nesded for the reconstruction of the Serman economy and "boldness”
in purchasing materials needed to axpand exporis,

The Britieh view is that Devin and the Secretary should azree on thrre
or four meéin points here and nmowj that Marshall should stop off by 12:119 fn
Serlin and work out the rest with Glay and Robertson (who plens to mfurn to
Berlin tomorrow), initial the tdocument before he tekes off t s

later

The foregoing was= intsrrupted by alarums and excursions on the subjecks
of the coal agresment with the French, whore changes of words, places for
press releage, times etc keep intervening, and for sitiing in on ihe tail-end
of the Robertson-Cley conversetion with Murphy and Megon, Robertson read out
the passaze in eir's telegram xhixk concerning his converration with Cley
which had =0 upsei people in Yoscow and London, It said that since we dise;ree
a0 fundamentally politikally, it might be desirable if we went out separate
weys economically, dividing up our appropriations 60-40 and going throuzn the
motions of bizonel administration but each running hia zone separately, Clay
=tated thet he was opposed to centrel plumning of production &nd foreign trads,
Tobertson's attempt to get & charter signed by the two secreiaries is because
he believes thet' in faet the politicsl ideas of the two countries are not very
for apart,

Tneidentally, the British propose for incorporation in the document &
parazraph seying that consideration will be given to devising means whereby
the British will get as re arations i@ such plants as they really want,

Robertson siatee that thees are two in numbsrr the rolling mill of the Hermon
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" yoewing Works at Selsgitter and & hydrogen peroxide plant, The former is needed - .\
becauee Brilain does not have thet type of sgquipment and is unable to pm duce or
buy it fop‘the next sevaral years; the letter for national d afense, I asked whether
ruch un-indertaking would commit ue in TARA vhere we might be eallad upon to
erbitrate, It was pointed out that the amgreement would only bind General Clay
to consider, It would not require the U3 to senction & unilsteral withdrawal
outaide of TARA, The Britioh fsxumt nay they do not know what they mean by
degicen, I sus=pect they &re as anxious as they appear to be to deck re plents
ayailable right now before fixing the level of indusiry because they want to choke
TARA with similar type plants bafore bringing forth eaci of their prizes, holding
back on the firet sun of plante and getting in s good poaition in TARA on the
sscond, They probebly also went support against the Tusesians in the four-power
negotiation to allocate in Berlin,

Mr, Bevin and the Secrstary met at lunch and agreed not to make an imnmediate
announcement of their level of industry reparstion delivery plens but o weit
aix wesks, It was ngresd thei the allocations would be made quadripartite and
+hat deliveries would go to the USSR, It wme agreed to concentrete the bizonal
agencies in one apoit ma soon ne accomodations could be found, No early
announcement on this point, Yo mgreement was reached on the divieion of powers
batween the fokurexcsnkeskxzax military govermmeni, the bizonnl agenciss and
{ke Laender, =lthough the Secretary agreed that we should wake this division of
powers conform to our long-run desires for ihe division of power between the
future cemtral Jerman govermment and the Laender (see CFN (47) M 122), This is
the nub of the Clay-Weir comtroversy which sbakted the bizonel difficuliies,
I'11 tell you more about ii whem I =ee you,

Genaral Robertson will go to Berlin tomorrow to discusz the othsr issuse
4n the British original peper with Ceneral Clay, The Secratary will stop .
overnizit in Berlin on his wey back and ese Clay and Robertson, I don't know
yhat will emerge on such matiers as mmrxx financiel reform, the printing of
eurrency issus, etc,

T ar too tired to write you further ol the Suar cosl dissus, Suffiece it
to say thet T am getting out the telegram lonight and hope that you will
haye seen to it thet the ennouncement is properly made on Nonday,

Sincerely yours,



