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SECRET Buenos Alres, Argentina
Septewber 3, 1946

Dear %1ill:

I have by despabtches and letters to Sprullle Braden
kept the Department lnformed of developments in connec-
tien with tae Sritisiu negotiations here. The Britiah
Ambsssador from the outset kept me informed concerning
the progress of itne negotlations, and [ note from tele-
grams whioch our Zabassy in london is gending teo the
Department thet the Forelign Office in lLondon 18 keaping
the Department luformed, These negotiations, of course,
are very important, and in some ways are very interesting
to us, and for that resgon [ have heen following them
veéry closely.

I think that [ should give you a very brief susmary
of developnents,

Sir Herbert Leisching came here several months sgo
to tell the Argentlne Goverpment why the gritish Gouvern-
ment could not santer lato a long-ternm trade agreement or
treaty witi the Argentine at this time, and thererfore to
endeaver to get a proloagation of the agreement wiich had
already explred and wiich had temrorarily been prolonged.
leisching explained to the Argentine suthorities Lhat in
view of arrangesents with us with reference to prefer-
ences and in view of the world meeting whieh was to be
neld to Jdiscuss major sconomic problems, lritein was un-
der a commitment not to enter into any long range agree-~
ments untll after that meeting, and therefore wanted sn
extension of the preseat agreement wilth the argentine.
iesisching wes here only a short time and he endeavored

tc make the EBritish position clear, but it was hopeless
from the outset Legause Lhe Argentines simply 4o .not un-
derstand what is happening in the world sconomic piecture.
leisching dild his best, but it was odbvious that he uhad

naue

The lHonorabie
W. L. Clayton,
Under Secrstary of State for Heonomie Affairs,
washington.
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made no dent on the Apgeatiuses and the agrseaent, of
course, has now lapsed as the Argentines have refused
t0 make any extension thereof.

When the aew Brltish Ambassador arrived here,
Sir Reglnald leeper, he had a conversation with Perdn
Just before he became I'reslident, and asiked hia if it
was true thatl the Argeantine Coveraxeant wanted to buy the
rallways, and Ferdn sald that was the inteatlon of thae
argentioe GCovernument. Leeper theéen sald that the dritish
Covernment was prepared, If the Argentine Couvernuent de-
sired it, to send a mission to Lhe Lprgentlne te disguss
tas sterling balances, the meat prices, s«nd the sale of
the Argsentine rallways. 7The Argeatlue Gouvernment éxpressed
its desire that such a mlssion come and lndicated its
willingness to discuss all three of these matters.

'ne mission arrived, hLeaded by Oir Vlifred nady. The
argentine Goveranment appointed Liranda, the Iresident of
the Central Lunk, to conduct Lae uesgollations {cr them.
Miranda i1s a very Jdiffiocult man with very little xnow-
ledge of e¢ither flinance or broad econoamic problexs. He
18 merely a successful businessman who lisg made a lot of
money 1. cunnlng frults and vegetables. Dbesides this, he
ia extremely rough and crude and compielely lacking ia
courtesy and hag no 1love for uf nor muci more for the
British.

From the ocutset the negotiutions went badly. The
British wanted to talk about sterling balsnces, sale of
the rallwoays, and meat prices concurrently bLecause in
tnelr opinlon they formed part of the sane pioture and had
tc be dealt with together. AL the first meeting Miranda
blandly informed them that the irgentine Goveranmsnt ao
louger desired to buy the rallways, and he refused to dis-
cuss the rallways or meat prices. e defimitely and cate-
gerlecally sald that they wanted to dlscuss the sterling
balances and untlil the uestlon of sterling balances was
gsettled, the Argentine Covernment cculd not Jdlscuss elther
meat prices or tine rallways. =He did this in the crudest
and rudest maane and the Sritisn lesrned four the first
time what o8 to deal with the Argentines.

The British stuck to thelr polat thal all taree
matters must be discussed together. Mirsada did not budge
from his position and said that the Arygentine must have

2-1/2% interest
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2-1/2% interest on the sterling balances whioh amount

to some 125,000,000 pounds or these balances must be
conzidered as unblocked and freely available to the Argen-
tinea. The British answer to tnis was that they eould

not pay any interest and they could not unblock the balances
a8 this would oreate problems for them in almost every part
of the world and they could not give any special treatment
to the Asrgsntine.

They simply have not been abie really toc talk with
each other. The British and the Argeatine have stuck o
their positions. 7The Britisn Aimbassador, $ir «eglaald
Ieeper, is not a meuber of the commission and nas kept
himself in reserve. iHe went to0 see the Foreign ¥inister,
ir. Bramuglia, and explained (¢ bil that unless lhey could
make progress there would have Lo Le a breakdown in the
conversations, ile emphasized tLhat the mission had c¢ome
kere with the understanding that sll three matters could
be disgoussed and conecurrently and thul sirende waeg refus-
ing to do so. He said that under these clreumestances, a
breakdown of the conversations was
would sericusly interfere with srgentine~pritisk rela-
tions, anu he suggested Luat they call on the iresident.

Bramuglia, the Foreign kinister, Las shown a very
unaerstanaing atbtituds with respect tu Luls whole malter
and he therefore arrsnged for Leeper ane aizsell to call
on the FresiGsent, whici taey did aboul & wéek ago, and
leeper had sn cpportunity of setting forth the wihole posle
tion tu¢ the Preslient. The rresident sgreed that the
tiiree matters shoula be discussed coacurrently, but he
uld not give sny indication as to what recessions Lue
argentines would make with regard to Las 8terling balances
or with regard to meet prices. 50 far as tiae rallways
are concerned, the position is c¢lear that the isrgentine

Pa—

has ilandicated 1t will not buy tae rullways at tials tius.

The British mission was sc fed up that it was ready
to g0 home and take all of the risk lucident to 2 hrenk-
down of the negotiatioans. They have made a brief urlp
to MNontevideo &nd have now returned to suenos alres and
the negotiastions are to begin sgain. It is not improbable
that the Foreign dianilster, Jr. Braauglia, may laxe more of
a lead in the negotiations for the Aprgentines than iirands,
and in that case there 18 some hope of some arrangement.

With
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With Miranda dictating the Argentine attitude there is
no hope of any agreement for he is altogether lacking in
understanding of the consequences of 3 breakdown.
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¥o one was present at the conversetion other than
the Foreign Minister. I started out by saying that
although we were nol & party to these negotiations, we
were naturaily interested in them because anythlug which
affected Britain affected us. I said that the responsi-
bilities of Britain and the United States today were very
great becnuse they were the two principal scuntries which
stood for certaln trading prineiplee as well as certain
political iaeas and that these economic ideas and poli-
tical principles hed to control in the world or ther
could be no peace and securlty for sny ccuntry, inclu uins
the Argentine. I then went on te state that the subject
matter of the negotiations was very difficult. I realized
that the 125,000,000 pounds which the Argentine had immo-
bilized in B;i*ain were a gerious matter for her, but I
recalled to him that if the irgentine had not had thils
market for her meat durlag the war, her economy would have
gone %0 pleces, I v&c 1lled to him that 3: -ta n was not ia
a positicn to glve speclal treatment to ufv rgentine in
the way of l*tﬁr@QT or econ iplete freeing of Ll 1088 d£
this would mean arrangements with other
Britain simply could not make at present

could not meet the oblipations invelved.

I reonlled to the Preslident that we
great quantitlies of material to Hritaln
inocluding food =8 well as war materials
practically wiped the slate, T ‘
addition to tast we had glven &
lions to Britain which did not car
years bescause we realized that it 2
Britain get on her rfeet com pletoly; we r« lif&L tu#ﬁ Lde
strength of Hritain was dpczt&;“ for us e for all
ceuubriaa attached to ecertain principles, economic and
political. I teld him that it had naturaily been diffi-
cult to coanvince our Congress of all this, but that our
people had seen the light. I sald that we were by this
eredit helping Britain to reaily become a competitor with
ue on many markets, but that we recognized tx“t thls wes a
healthy thing in the long run.

I reminded him that if there was a breakdown in the
pegotiationz it would mean that Britain would have to cut
down her meat purchases and that she would have to look
for some of her supplies in other areas. I recalled to
him that sithough Argertine might eventually be able to
build up other markets and build up a fleet of refriger-

ator
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ator ships tc carry her meats, this, under the best eir-
cumstances, would take years.
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British smbassador lhunt [ was able Lo talk ove 1 thege
matters witn the rresident because he knew that I did

not talk them over with other persoans, and that 1 it be-
came known to the Fresident thet I discussed my conversa-
tions with nim with other !quwa, I would loze the oppor-
tunity of having these conversetions witi the Presidenc
which I can assure you, in all wodesty, have been very
helpful up to now. while Precident Ferdn is more s mil-
itary man, he hss some understanding of economic probieus
and he is very lntelligent, and I know bLhatl these gonverss-~
tions which I have hed with him xsve been very helpful to
him for bsckgrouna purposes snd have hed a very restrain-
ing effect when some huve urged on him erbitrary measures
in the economic field, Therefore, I emphasized to the
British Ambassador that I had msde mention of this matter
of the British negotictions to the Uresident on my own
initiative and without instructions because I thought 1t
was a matter of common luterest, but [ would sppreciate
his neot mentioning my having done 20 to any one here, and
if he made sny mention at all, it should be cnly to

Mr. Bevin, the Yoreign iinister, for his personsl back-

ground. The HBritish Ambassador scidé he thoroughly under-
steod and thst he would not mention my conversation with
the Freslident tc any one here. !e expressed deep gratl-
tude for wiat [ nad done and sxpressed the thought that
1t would be helpful.

told the Ambagsador that I Jdid not know whether

had done would be helpful, butl that [ felt I
e 1+ ~ - $ v sag ) i " oo N TR V. ¢ o N
use Lhe opportunity whieh [ had and had done sco,

all certain thoet it will be possible to
48 pramuslla willl be more in Gudl‘z‘;c’v
the y there is some h pe put the substance

Aiu. You koow
how dlfficaia tas 4&&2510& of the ng balances is,
both from the argentine aund the d"*fwb 1u;.Js of view.
The question of Lhe meat prieces 1ls alac y aifficult
on botn sides, The situation of the Ur Eiﬁﬂ rallways ls
not good, and I Jjust don't see wial hey can work out.
It i8 difficult to conceive of a negotiantion more diffi-
cult than tast whici vhe 2ritish have n;tu the Argen-
tines.
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I am hopeful tiat some kind of an arrangement may
be worked out. I a= confident that President Ferédn
wants tc find an srrangement. I think the Sritish, in
some respects, are belng almost as difficult as the
Argentines although, of ococurse, the greatest difficulty
is thet the Argentines sinply do not understend thcse
najor economic problems. The Argentine 1s one of the
few ccuntries that hasn't gone through the trisls and
tribulations thot most of ue hsve gone through, and her
public men, whether they are in or out of the Government,
and unfortunately, most of her EuﬁinU%5&P“, do nol under-
stand these broad economic problems which sre requiring
our attention ana the world's ettention these days.
This is a tremendcus handicsar when one is negotlating
on such dirfficult problems. The Zrit i"; nave the baek-
ground of these uxaﬂa problems and L ~entines do not,
The Argentines are learning, but UL:; re learning slowly,
and [ am not sure tha hey wi. learn 8 nwAik to
preveanl some very sericus economic dissa tneir
country.

: thing is
Q‘Li tt‘bun.
than 1t L ~

Lerﬁ who I&ﬁx;Za ,“et,
rangement mey 'L te found.
n the o " & - C o
goeme
tne
?hej
w;nﬁie@ and treated here,
every reason to be fed up.

The British Ambassador has been most understanding
and constructive in his ettitude, and it i3 a plece of
good Tortune for the British and, T believe, ror us that
they have a man of his uxduiétana;ny here.

I have wanted to glve you Lhis bacxgrd 4% there
is 80 much possibility taut the negotliastions lel break
down, and it is nothing that we can view wlth compla-
cenoy for a deterio r%t;oa in the Pritish-irgentine re-
lationships in the economic field will me g deteriora-

tion
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tion in the politiesl relations betwesn the two countries
and that is going to arcuse a lot ¢f resentment here in
the Argentine sgalinst forelgn {nterestes in general.

ith all good wishes,

Cordislly esnd falthfully yours,

ieasaeramlith




