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It is not necessary for me to emphasize .the interest which Canada
has in the successful outcome of these talks . '7e do not look for any pat
solutions to the difficult and intricate problems rrhich we shall have to
consider . Nor do c:e expect to discover in the course of these few day s
any panacea. C+hat rre look for is agreement among our three countries that
the present direction of events must be reversed and agreement on the first
steps Rhich will have to be taken if that reversal of direction is to be
accomplished .

Our ocsm national interest in obtaining such a reversal is well
known. The present structure of our economy in Canada is largely dependent
on a flourishing international trade . Canada is so organized that we are
at the same time the principal supplier of the United .Kingdom and the
principal customer of the United States . We are therefore inevitably found
in the middle of any .squeeze which the United Kingdom feels in her dollar
position, and we are one of the instruments .through which the shock of such
a squeeze is transmitted to the .United States .
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The recent deterioration in the British dollar position has
naturally filled us with great misgivings in Canada . If the British are
obliged as a continuing diet to cut severely into their purchases from us,
onr economy, which is at present operating at a very'high level, is bound to
be adversely affected . •And we in turn will be unable to maintain our
purchases of American goods and rrould inevitabl•t transmit some of these adverse
effects to this country . Restriction rrill be cumulative throughout th e
vorld, and .we shall all be poorer as a result . The hope of expanding inter-
national trade on a r.,ultilateral basis which has been shared by all our Govern-
aents will be indefinitely deferred .

The problems th~t we face - tough ones yielding to no simple or
single treatment - are as much political as they are economic and financtal ;
in their origins, and in the cause and conseçuences of our success or
failure in dealing r.ith them .

As to their origins, we know that they are found, largely, in the
upheaval on the vprious count.ries that took part in them . Vie don't forget
that from 1939 to 1945 the people of the United Kingdom - vrhose present
financial difficulties bring us here - r;ere mobilized for total war to an
extent not reached by the other Western Allies ; and that the gieantic effort
tren made is a r•a jor source of the difficulties which they are experiencir{ ;
today. We also knonr that r:hen victory was won they cïid r.ot relax . They
kept on c•orking . We in Canada pay tribute to that spirit - and to the nag-
nificsnt assistance and encouragement given to it by the Governnent and
people of the United States .
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- Thé two things together makè a fine châpter. .in the story of
co~peration between countries . It would be nothing less than t ragedy - from
which only the men behind the Kremlin vralls would bènefit - if that cobpera-
tion in which Canada and I'm sure other countries .would wish to share - could
not be effectively continued in the search for a solution to the problems on

our agenda . Certainly no solution can be found except through codperative
action - extending beyond this meeting . Such action means, of course, more
than finding a solution which requires action only by someone else ,

In recent months the Western democracies have made great progress
in building a structure for political cotfperation, particularly throug h

the Atlantic Pact . In that Pact, we recognize the simple but essential .fact

that an attack on one is an attack on all and that we will, individually and
in concert, t ake the necessary action to restore and maintain security~ That
principle is as important in economic as it is in political cobperation . In

fact, one may not be able to exist without the other. Economically andin
the field of human welfare our fortunes are also linked and we go up or down

together .

If we really believe that, we have some real chance of finding a
solution for the problem before us - and possibly .going on eventually .to

something bigger . If we dont t, we might as well go home, and learn the

bard Fay that it is true .

The forces of aggressive Communism have recently been set back
by concerted political action . They hope to regain that lost ground by

exploiting the economic instability and difficulties which they claim are
inherent in our system . It is up to us here - and in what follows these
talks - to prove that these hopes and calculations are false .

I think that it is important at the beginning of these talks that
we should take stock of the position we have reached in the financial and

economic relations among us . The present problem presents itself as an
acute loss of dollar reserves by the sterling area and as an apparent
inability of that important section of the trading lsorld to finance its
dollar requirements without restrictive measures which will impair its pro-

ductive capacity. This is the third or fourth time since the end of the
war that an acute dollar problem has arisen. The first post-war problem

ras dealt with through UNRRA . Then we had the establishment of the Bretton

Woods Institutions, the Fund and the Bank. Simultaneously, the United

Kingdom obtained large loans from the United States and Canada . Finally,

last year the European recovery program was adopted, which provided further
very substantial financial assistance from the United States .

One is tempted to ask whether the presént problem is merely a
further instalnent in the same series ; whether recurrent dollar crises are
chronic in the post-war relations among us . One is also tempted to ask
whether thé emergence of new difficulties at this time is evident that
the previous efforts have been misguided; whether the money was wasted .
For our part on the Canadian side we don't think any such attitude is
justified for a moment . In our view the money rrhich has been provided by
the United States and Canada to finance European recovery up to the
present ïias been well spent . There is no doubt in our minds that had it

not been for this assistance the economic and political problems confronting
us in the Western !orld today would be of a much graver and more menacing
character .

VPe feel that the present period may be taken to mark the
beginning of a new phase in the relationship between the United Kingdom on
the one hand and the North American countries on the other . It seems to
us that the task of post-war reconstruction in the physical sense can noR
be regarded as more or less completed . The present crisis takes place on
the basis of a much hieher level of output, a much higher level of
efficiency, a much higher level of living standards than the earlier crieé s
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did. So far as the United Kingdom and the rest of the sterling area are
concerned, the physical .job of reconstruction of the damage .caused by the
way has not been substantially,accomplished . _This accomplishment- has .been

aided by the help .which the ;United States and Canada have given, but it is

~inly due, and I :do not think it'inappropriate .to call attention to this,
to the efforts of the British people themselves, who`have in .a very short

time, .while living on short rations, made ;great headway,in repairing the

physcial ravages of the most destructive war .in world history . :

VYhat we are faced with now is not so much a further effort at re-
construction, but rather adjustment to .the new situation in world .affairs
which has been created largely as a result of the war . The present problem
is one of serious unbalance in world trade which_reflects'inadeqiua4e adjust-
ments to the basic structural changes .which have occurred ., This unbalance
is illustrated in the acute payments difficulties that the United Kingdom
is now experiencing even though her aggregate exports are substantially
higher than before the war and her aggregate imports substantially lower .

The further adjustments which are required will not be easy ,
and will call above everything else for good will and understanding on the
part of all the Governments and all the people of all the countries con-

cerned . There is no doubt that the underlying position of all our countries
has been materially affected by the events of the past decade, and that we
must all re-examine our economic policies to see whether they are of a
character which is appropriate to the new position . It is not for me to say

what should be the precise character of the adjustments which other s

should make, but it is apparent that the position of the United Kingdom in
xorld economic affairs has been profoundly altered . She sold a large part

of her foreign investments to pay war costs . She gave up established
positions previously held on a competitive basis in world markets . Compared

with the situation immediately preceding the vrar, the terms of trade vrith
the rest of the world have gone against her . The real purchasing power of
some of the most important sterling area exports has fallen drastically, and
in addition the m?rket for others has been severely ctrtailed by technological
developments of a far-reaching character . The worsening in the world
economic position of certain sterling area countries has imposed a heavy
burden on the United Kingdom - the accumulation of sterling balances as a
result of British rar expenditures and in other ways has enabled these
countries to draw on the United Kingdom to cover their post-war trading
deficits .

In the result it seems clear that basic adjustments are required
which will give tangible recognition to the facts which affect the United
Kingdom position in the world .

Adjustments are also going to be called for in American policy and

in Canadian policy . The United States now finds itself in a position of
leadership in r.orld economic and financial affairs . The United States is
virtually the sole creditor country in the world, virtually the only country
of any size which has almost complete freedom of action in the field of
internr:tional economic policy. It is clear that the adjustments to thi s
new position must take time, but it is also clear that the adjustments now

are incomplete and t.hat, just as the United Kingdom must re-examine her
economic policies to determine ahether they are appropriate to her inter-
national position, so must the United States re-examine her economic policiés
to determine whether they are appropriate . I have in mind not only the
importance to the rest of the world of the maintenance of domestic levels
of'employment and income which facilitate dollar earnings, but also the
question whether tariff policy, policy regarding customs administration,,
policy regarding foreign investment, policy regarding the distribution o f
the financial burden of political responsibilities in various parts of the
world, is appropriate to the present internation-l position .

So far as Canada is concerned, I believe t.hat all aspects of
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policy require re-examination, too , in order to determine whether our
policies are appropiate to our present international position. In maqy

respects our situation is less clear cut than that :of either the United
giagdom or the United States , since we are in a sense creditor of one
and debtor of the other. But I think on the basis of our past record
that I am entitled to ask you to believe that we shall approach this
problem realistically, and that we shall not expect anyone to go further

in riaking adjustments than we are ourselves prepared to g0 on the

Canadian side .

Sfihat is required at tihe present stage, in our view, is to
face our problems realistically and with un3erstanding of_each other's

difficulties . . With the good-will on all sides which we knoev to be
present, we are certain that out of .these .meetings there can come the
beginning of a new and more hopeful turn in the events that have, brought

us here.

S/C ----•.- . -


