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CABTHET

ITMPLEMENTATION OF THE FUSTON ARRANGEMBNTS
IN THE BRITISH AMND UNITED STATES ZONES OF GERMANY

Memorandum by the Secreitary of Eiate for Foreign AfTairs

My eollesgues should koow thet e fundamental differcnse
of opinion has arisen between the Americans [or; more exactly:
Gepersl Clay] apd ounrselves on toe steps o be balkenh Lo retteds
the shortcomifes of the erganisabion.set up in Gamlany e carry
cut the Fusion Agreement of 1lsst Decenber. We are all sgresd
that: shortcomimreE exist and oustE be oot righti -bhat, wheress wWe

thinlk thalt the-remedy Iies in & more effeciive cantrol =2hHd
planning both by tne Control authorities and German sgenciesy
ol the ecopomie liffe ol the combined sone, Geperal Qlay does nol
gocept bthe pegessity of eenbirel planning snd issgmeidlling to
reatrict the rights of the individusl L#sder in Iavoar of the
(Gerisn) hi-zZonal organs we have created.

2. I hed some discussicn off this wvitel guestion with

M. Marshall in Moscow dnd sagresd with him that General Tobertson
gnd Genersl Clay should endesvour to veach agpreenent. 5o fep
the pesults have been dissppointing owing o the intrensigence:
of Gepersl Cley. Subject to the endorsement of my collecasgues

I have therefore suthorised Genersl Robertson to bbing the issae
to a hesd by vpresenting to Genersl Clay the propossl reoroduced

i Appendix A Hy collesgnes will observe that thia contemplates
the egtablishnent of & Bizonal RBeonomiec Council with advisory
functions end eertsin powsrs of direction, and thst the whole
pronossl 1s consistent with the orinciples which they spoproved,
and which were gensrally agresd &t Moscow (subject to agresment

on other ocutstanding issues) for the eventual constitution of =
central Germen sdministrstion,

3 Gencral Olsy hag intimated that he would be more resdy
to agree to effective eentrsl control in the combined zZone 1T 1w
Wwere exercised uonder the direction of a bi-zonal parlisment.
gomplete political fusion on thisz scale would in oy view prejudice
the chances of agrecment with Russis whepn the Council of Foreign
Ministers resumes discussion of the Gerwmsn question in Hovember.

L therefore ask my tolleagues - :

() To approve the proposal &t Apendix 4 a&s & hasis of
negotiation;

(L) To apree that the constitution of & bi-zonal perliement
would be prometore;

(¢) Teo agree thet if no sstisrfasctory egrecment cen be
reached with Gencral Clay In Berlin, the quegtiﬂn
should be tshkeh up with #r. Marshall in Wsshington.

-
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i B I would cmphasise that nothing in the proposals
in fppoendix A affects the sgreed policy of smocialisatlon
in fthe Brltish Eolies In this ponncction I would invite
the attention of my collesgues to the goneluading sentoncs
of Berlin telcgran Mo, €81 (Appendix B).

-
(5T

4
i

Roreign Office, S.0. 1.

70th spril, 1947,
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APPENDIX A

BASIES HOE DIBCUS3SION WITH GENERAL CLAY
(Ad Refersndum)

SHL Establishment of a Bl<Ffonal Economiec Council:

(a) To be announced simultanecusly with declaration on
level of industry and reparations.

{(b) Constitution: As decided in MOSCOW for the German
Advisory GCouncil.

(e) Funciions:
(1) To advise the Bi-Zonal aunthorities on all
matters Within its field, and

(i) To direct, subject to our approval, the
reconsgtruaction. of the economic structure
off the two Fones on the basis of the
new plan for the level of indiostry and
reparations,

{d) Field of Action: 'The subjects covered by the
Bi-Zonal Agencles and reparstisns so far as
they are a German responalibillity.

{e) Powers: To be given power to issus dirsctives to
be binding upon the Land Governments, within
its fiaeld of action, and endorsed by US/UK
Militsary Government. The US/UK Militapy
Government to take fthe necessary legislative
or other opetion to ensure that the Land Goveroments
gre empowered fo carry out these divectives,

(f) The Council will nominate State Secretaries (or
their eguivalent) who will take charge of the
existing Bi-Zonsl fgenciss and direct thelr
cperationa, subiect o the hivectiweg of the
Councill.

(g) The existing Executive Comnittees will then be
i gbolished.

2 Tmmedliate Achtion:

WEIR and DRAPER to examine on the spot the i
Tonctioning of the present machinery snd maks recommendations
for 1ts improvement, withcout reference to 1 above, within
Tour wesks, The ausstion of conbrols to be examined and
discussed but no expression of our view to be given by us to
the Gormans. If at the end of 10 days it seems to either
Genaral Clay or General Robertson that Welir and [iraper are
unlikely fo be able to reach agreement upon Lthese
recommendations by Lhe end ol the tour week period, the
diBcUseione Detwoen Welr and Draper may be sutpenged and
Tesomed at & highor level.




L Fefarcnes o Goveroments:

If no sacpcement on 1 or 2 abewe by 15t Jong, 1947,
a Joint recommendstion that an Inter-Govornmsntal Conleranec
be convenesd. I8 atitheaend of 10 coye AL maema i fo edither
Genaral 2lay or Genoral Robertoon Lhobt 1L 165 Unlikely that
Thoy WLLL radun apreonent 0 18t Ju0e O 4 JOLilt reconmetaal i
sither Goneral Oloy or Genoral Hobertoon may Sck for the
disaugsions Detwaern Therl ©o De sugpetidad andg The moathers
Eﬁﬂ%ﬁ‘ﬂ?ﬁﬁﬁﬁ%Tﬁﬁ"ﬁlii DE DRauninoid 0N 81 INLer=govenimennal

L= = BN

28th: Applld, 1044
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APPENDIX B

COEY O TELSGRAM HO, 681 0F 297TH ARETL, 1947,
MROM BERLIN TO FOREIGN. OFFICE

MOST TMMEDIATE

CONOTTRERNTTATY,

*

Mol lowing from RooeilBaorl.

I maw Genersl Olay £his morning. T wos scecompsildce
by Birang asntd Wair, Murphy snd Drapoer ware slso presont,

Zlay said that sconsr than give his opinlon on the report

G oUP previous negotiations which I hsd shown him he would
Prdbier gt foo commest: onc il but: weuld be | ready o Have A
bitartite bosrd mesting with me at which we Should agree
upon a-joint repert to our respective Govornments reflecting

gar diffcrancan: I aceceptedithia propogal snd agskyhinm
Lo proparfs s fipst draft. I EHen discusssd bthe posgibilitiss

off some Torm of political Tusicwn londing round to the note
af wWhich & =zopy Wwas given to tho Sseretabyof Steate heidihe
irlp departurs, Slay repested hls view Thalt aprthing less
then a Tully censtitutod Blizonal Parliatvent would sive e
something Iogs then we needed to resolve oor difficulbies
and-problems whilu - not aoating the Flood of eniticistr from
the Boviel. Ho theoght that 1f any Gormat body were giverl
any: | regpensihil itlice reraeding the reparations plan St wondd
immaediately incor groast Unpopularity anieng tha Garmans:
Howswar, ‘he was in a4 . recephive mood and undeprtook fo considon
the nots ood Te obitain thy opinign of his government upen it
Irathesscd thelt tha-nobe Gteell il not netosgsapizly pel’ lael
His Majesty's Government's policy but could only bs regarded
a8 a proposal ad waforondan, T will roport Torther when
Glay oivas me hig reactlong, The guastion of scclaligation
of ltndustey camne up Incidentally, Murphy asked whathop wo
had decided To do 4t onia Iand bassis or onh g broasder basis,
Ha indicated plainily thaft a saslbtion on a Jand basis wolld
be. preforable From: the Unitod States paint of vieéw,
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