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(April 3, 1933)
War Debts and Recovery
By Pror. W. Y. ErrioTT.
PresipEnT CHALMERS :—To-day it is our great pleasure
and privilege to greet an old friend, Dr, W, Y. Elliott, head

of the department of government at Harvard University.
Dr. Elliott has given a number of addresses in Canada and:

-always in his addresses he has shown himself to be a true

and valued friend not only of Canada but of the British
Empire. His understanding of British problems and Bri-
tish psychology I imagine dates back primarily to the time
when he was a Rhodes scholar from the United States at
Oxford. He is, I think, a living monument to the far-
sighted genius of Cecil Rhodes. There is an old saying,
“If you send an American to London as Ambassador to the
Court of St. James he returns to his native land more
British than the British themselves. T think that is an
exaggeration, but we do know when you have an intelligent
and educated American understanding the British view-
point, or when you have an intelligent and educated Bri-
tisher understanding the American psychology, you have
the most useful citizen. Professor Elliott to-day will dis-
cuss the subject of the War Debts and he will deal with
the conversations recently going and that will continue to
go on between Great Britain and the United States on the
war debts, and will discuss this as a prelude to the World
Economic Conference. I have the greatest pleasure in ask-
ing Dr. Elliott to address you.

Proressor Errtorr:i—Mr. Chairman and gentlemen,
in the altogether too kind words of your chairman in intro-
ducing me I seem to remember the expression on a monu-
ment to the wisdom of the late Cecil Rhodes. “Living
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monument” somewhat helps the sitnation but even a living
monument presumably has the function of maintaining a
dignified silence.

I wish the times were such that my mission here to-day
would be to pronounce a benediction and nothing else, but
unfortunately the world is not in such a situation as to per-
mit methat luxury. T am coming here not as an Anglophile,
although T profess my friendship for the English began at
nty birth and because of my antecedents, and was strength-
ened before I went to Oxford by having served in a division
- which was brigaded with the British troops, and the Dom-
inion troops beside them. T do not come here with any
great professions, because really they would be idle. We
know we speak as {riends about these matters and in an
atmosphere of friendship, and that the subjects under dis-
ctission are going to require that that atmosphere be main-
tained. But it is idle to ignore the fact that there are the
gravest difficulties in the way of conversations which are
now proceeding or are about to begin once more between
the United States and the Government of the United
Kingdom. It would be equally idle to ignore that upon the
success of those conversations depends in large part the
probable success of the Economic Conference of the entire
world which it is hoped is to follow. Therefore, I propose
to address you as Canadians and as friends in this atmos-
phere, at a time when quite clearly steps are to be taken
which will profoundly affect the course that, not only your
nation and my nation, but the world will take in the next
few years and probably for centuries to come. Because if
my interpretation is an adequate one, and T hope it is neither
romantic nor exaggerated, the complete failure of the
Economic Conference this summer would rean pushing
every nation that takes part in it very far in the direction
of national socialism. ‘

My reasons for asserting that fact are these. TIn the
first place the price structure of the world operates on the
theory of a world market. And that market is largely dis-
appearing at the present time into a group of separate econ-
omic systems which operate with an effort to atain self

T
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sutficiency. Now that concept was one of the factors that
was fatal to the Greek city-state and is certainly as much
an anachronism as the Greek city-state itself would be in
the present world, and yet you see every day the tide that
is bearing nations toward the effort to build a self-complete
economy within their own boundaries.

That tide has been momentarily arvested. It has, I hope,
been permanently disappointed. I say it has been arrested
because in the administration of the United States, not only
in"the person of the president, but in the person of the
Secretary of State, Mr, IHull, a fellow Tennesseean of mine,
yotut have a man who is convinced that that way lies destrue-
tion and he will certainly oppose in every way possible
the tendency of trade economic isclation for the United
States of America. But the factors that are making for
that economic isolation are world wide in their scope, and
if the stagnation of trade as hetween countries becomes
absolute, and it is very fast approaching that point, the
investments of every country which has foreign investment,
can be written off, because they can only be paid back in
goods. War debts or private debts, the same reasoning
applies.

The internal economics of those countries which depend
on export markets—and this interests you, although you
have become an exporter of capital in the last year—thase
countries which must depend on export markets must
recognize that they will be forced into a narrowed economy
which constricts those export markets and forces them into
a suicidal type of competition for the disposal of surplises
in the home market. That is the inevitable tendency under
the system. We have operated under the system. for some
time and its effects are become, 1 hope, fully apparent.

Now that way lies closing up the systems of the world
into separate systems warring with each other for the
possession of natural resources. The position of the United
States is more fortunate relatively than other systems. The
position of the British Empire as an Empire is extraordi-
narily fortunate in this kind of system, but T watched with
great interest the conference at Ottawa this summer and I
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was not entirely convinced that the results of that confer-
ence meant that the materials of all parts of the British
Empire were pooled in a common pool. [ may have been
mistaken in my judgment but I watched it with what 1
hope was a detached interest. You are faced with a turn-
ing point in the traditional policy of the British Common-
wealth of nations and particularly of the United Kingdom,
because the United Kingdom has been forced to depend in
the past, and probably as a great exporting country miust
continue to depend, upon the widest possible export markets
for its goods. We were assured by Mr. Baldwin at that
conference, and I believe his views were shared at least in
Ottawa by the other members, that the results of the Ottawa
conference were aimed at freeing the world economically,
at creating a larger area, a freer international trade, at in-
creasing these territories which were within the low tariff
areas.

Now, as to whether the Ottawa agreements really
achieved that purpose there is dispute. But the contention
was two-fold, T take it. The Ottawa agreements clearly
did put the governments of the British Commonwealth and
particularly that of the United Kingdom in a strong bar-
gaining position, in so far as those agreements could be
used as the basis for bargaining. And that question, I
think, underlies, and is fundamental, whether we like it or
not, to the success of the approaching conversations, because
it underlies the prospects of any successful tariff revision
throughout the world, and particularly with the United
States. _

In other words, if the Ottawa agreements are to become
a standard to which, as Washington says, the wise and the
just can repair and if they are capable of extension through-
out the world, the principle of lowering tariffs can he fol-
lowed instead of the principle of raising tariffs. That
means one thing. It means something hopeful. It means
something to which T hope the present administration in
the United States is committed. If, on the contrary, the
Ottawa agreements are rivetted upon the British Common-
wealth of Nations in such a way that no alteration is pos-
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sii).le for five years and that, substanti i

quite politely but quite definitely told, ‘:c'l?}llli)sr’ is(.) Iﬁlﬂféi fve
and exaluswe. affair” then I leave it to your common s:;ve
and to your judgment of the possibilities of concrete tar'sg
negotiations as between your country and mine and ag 1’c
how much can be done in the way of reciprocal ta.r'i;
negotiations. In other words the extension of the 11
ciples {?f the Ottawa agreements means one thing: mll:a.lr?_
something hopeful. The restriction of those princ,iples tg
the closed Er.npire policy means something that I think i
deﬁ111étely z;n’upathetic to the spirit that must precede ’chi;S
(\:Zl?lr d (i;);d.erence, and to the success of any results that

I have spoken at the outset very challengingly and

frankly, because I want to bring to your attention that
there is the real basic principle we must establish in m
country before we can proceed to the next question Whi(_‘,f;
Is Just as important. from our point of view just ;13 diffi-
cult, as the proposed Ottawa agreements are t’o the govern-
ments of thf} United Kingdom and perhaps this govern-
ment, That is the question of war debts and their revision
When M. Lav?.l, one of the succession of French Premiers.
caine to Wash1ngtor_1 a few years ago, or a vear or two agc;
—it seems a long time so rapidly have events moved—ithe
poet—am_bas_sador at Washington, M. Claudel, is reported to
have said, in proposing the toast, “Here is to the little pause
between the crisis and the catastrophe.” It is in thatplittle
pause we have been living for a long time. I think we have
be_c(_)me to some degree hardened to this atmosphere of
crists, and, particularly if one lives on the other side of the
border, the atmosphere tends to become chronic. It has its
good aspects, unpleasant as it tay be in some ways, it has
already convinced the American people that they havé found
common political Ieadership. It has restored Qualities
which P.Iave been already demonstrated in the president of
the United States, the confidence of the people in the will-
mgness of their government to follow something other
than a policy of drift, to attack by bold measures the dr
rot which has set in in the economic life of the country. d
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Now unquestionably mistakes will be made. No one is
going to claim, I imagine, that all the program of this
administration is marked by an equal demonstration of
wisdom. But at any rate there is an administration which
can act and which has acted and will act and is acting. That
administration has sought powers of an emergency chai-
acter which as you know are more sweeping than those
granted to any American president during the past time.
But before that administration can really solve its domestic
difficulties it must arm itself with powers to deal with inter-
national problems because there can be no solution of our
foreign problems until we get the basic commodities raised
in their prices to a degree where the purchasing power of
the world is restored and we can get the exchange barriers
between mations modified to such a degree that markets
can exist as world markets. There are many people who
do not share that point of view in the United States. Omne
of my colleagues at Harvard, Dean Dunham, has written a
book, “Business adrift,” a very appropriate title, although
some of his unkinder colleagues have suggested that the
proper title would be “Dunhant adrift.”  The substance
of that worls is that we should forego the export markets
which mean only ten per cent of our total production
roughly, that we should erect tariff barriers and live as far
as possible a seclf-enclosed life. The dean has recently and
under some pressure recognized that the- implications of
this policy mean foregoing the collection of debts of all
sorts. He hasn’t carried the analysis on to the next step.
It would mean that the sfate steps in and rescues those
bankrupt industries which are left in the wake of such 2
policy. There is a sufficient amount of them already. But
the question is whether this is to become a final or fixed
step or whether we are facing in the other direction, And
that problem faces the administration in the United States
to-day. It has power to act under what is probably the
clumsiest political system in the world—constitutional sys-
tem--rivetted on it by one hundred and fifty years of
feudalism. And Mr. Roosevelt has demonstrated he cary in
the domestic sphere act with the backing of the country so

r
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as to malk Awi i i
4 o ma e that unwieldly machine move in z continuous
But when he comes to the internati i5 di
cg.(l)tnlas imncrease. You know as tfrfeﬁags nlallﬂsllz)l';:rfh{alil:s d}11fﬁ—
gf)re cll)uf; nigtganbt p?wers to h1.m in the domestic sphere the;v w?ﬁ
et e g s move i e o
: , 1t he finds that i hi
Iéqﬁxitttizil onO the war debts he is faced on the paitt lglf til:l'iz
b Whicﬁrei}'ilment in_particular, because that is the one
i recentle- mus.t begin these_ tlegotiations, with the
e sowaront ¥ egpxess-ed by Neville Chamberlain, 1 think
i powers of aﬁt_lon will be from that point considerabl
of solution thrgngIﬁ{ (tjlz)a;;[gﬁ: on hetting The s any 501‘};
will be required to act from Csor? rr get_tmg' e Pt et
definitely prejudiced by the rgrjiii{;v etilf N e
] at Mr. i
ghl.zltmberlalp made. If you remember, they weri: sg)z?ﬂk—i
h?rt)lr]e;osgsllls effetcﬁ t};:;t, “Gentlemen, the payment of aill;—ly
s on the Americar i i
:Eoixled gt';vernme_ntf of the Ull'li:;i(f:ecll3 ' Ig?tfggz(;zme \;VH:&P?'SG:ZE:{E
ebts as painful to you fo collec ;
pay. .Wq do not therefo?e propose t; ﬁ?‘cﬂszm t? ol to—
with receipts on this score.” you fusthe
o It I;zmm_d(;ad me of a letter I got from a Scotch national-
See-med tosal:ll my name was a good Scofch name, and T
o o avg some Lll?et'alr_sm and he offered me a pro-
e 1; cotch nationalist policy to which he invited
o e hp ton.h Ie sa}l}d our program is briefly this, “Let
o hgland V.:we the df,:bt —which T thought was a sound
pootish 1§Wpo1%t— keep off these grouse-shooting Eng-
st Lot s trom England and turn it into a place for people
 live 1n again. Free trade all around and the best R} i
wines for one shilling a hottle.” To an American suff ing
under E-rohlbﬂ{o‘n and able to imbibe only hy frequeute 1':11113
somewhat fugitive trips to Canada in matters al hc'
that had a somewhat pleasing ring, ' wieoholic,
e Bu_il:rthe remarks of Mr, Chamberlain were coupled with
e willingness to let America have the debt so t 1
with the denial that that should be considered in cl'esigfii)z
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to any of the other problems which confront the world.
Tariff systems must be altered, but not in the United
Kingdom, not in the Dritish Commonwealth., Fxchange
should be stabilized but in no way that would affect the
freedom of the British Government to act. Well, that
sounded to me startlingly like the doctrine T had been heat-
ing in twelve long years of Republicanism at home and
almost the same kind of impossibility that was represented
by the Republican doctrine about the debt. The Republicans
did not dare say, cancel the debt, because they knew it was
political suicide to ask the American people to take over
the greater part of the burden of the war. At the same
time they were unwilling to collect these debts in the way
other countries could pay by lowering tariffs. - And they
were left in that dilemma. I could understand the British
position. But now the rules are reversed and we are told
when we consider really doing something about the debts
and tariffs, the things for which Britain has been concerned
for years and years, that the time has gone by: it is just
too bad: let us go on and talk about something else.

Now we cannot go on and talk about something else
until we thresh this out and there is not much use going
into conference when the prospects of that conference are
rendered inadequate prospects of success at the outset. The
collection of war debts of course does not affect the British
alone. I was present in the chamber of deputies the night
the French parliament ratified the Miller-Bellanger agree-
ments and it was a very unpleasant action. I often had had
the pleasantness of being mistaken for a Canadian and 1
had 2 book called “Canada and World Politics” under my
arm and ¥ assure you I displayed the title quite freely. And
I hoped such halting French as 1 have would be mistaken
for good Canadian French. Americans were not popular
in that chamber. And I heard my country castigated more
even than ever I did. -

There were explosions, fish-shakings, epithets and
sounds which seemed from the tone of voice to be horrible,
“although I could not make out quite what they meant. The
whole thing culminated in the speech of a deputy who was
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tZYII%i 58 é)ersuade them that after all they would have +
gnﬁ P00, \22,3000 for the war stocks they bought in the Wa?
S 1o reason in the world for doing this thi
and he was silenced for the moment. If there ghthllS thing
another war— should come
Well, I don’t know wh
s ether that has entirely di
$
lf];m;] the 1prospects of Europe, but the aid of )j&meiﬁzeat;:?f
d'pl would not be of the same type. But at any ratepth
: 11‘1()) rtljlmg:tlllc p?s,lgon'of thj\ French requires some benevolenc:
" standpoint. i i
crom our pictufe. nd that prospect is not entirely
It caused a dead silence i
. ( ce in the chamber of deputi
TR 1 t '
ilsdtull;: fg]lie 01:gy.51lence I ever heard in that (I:)ha;fj;eit
owed 1t up with a magnificent and ic
gesture. His name is Cote, the £ " o e
_ : erfumer, and al
owner of the Figaro and other ' it} e oo
twist. He was speakin b war that ot se E0gic
: g about the war that might
ﬁnd .I;nocked out the -glass on the ledge in ’Erontg an(cloﬁi?—'
dappl ly to cap the whole business a strong odor of créme
1 wmenthe arose thrg)ughout the chamber. You can imagin
what an explosion it caused, and it was finally cappedg h\?
Islci)gseelwgrageol% th‘t“:r})ack I;;anches who left his seat and made
_ ard, o publicity here.” But M. Bri i
medItately got his vote of confidence. - Briand fm-
am going to suggest to you some of i
) ‘ he things that
;‘easonable men might do at this stage to assure p%liticiﬁ
_uccesg on both sides of the Atlantic. 1 think it is ver
%T.%rc_) able that we can expect any government in Grea}t’
meln ';un %‘Jh ;m.ke the Next payments of this June 15 instal-
. 1s my mmpression, I think that will h
) pre: ave t
betput off without prejudice to a seitlement, until we havi
ﬁ;) Een a permanent settlement. But that does not mean
“ f? ;&; aézbgt:mg tt? lgle jockeyed out of position into putting
) until they are no longer of any val
counter in the argument. Let u e can do in
r . s see what we i
scaling down war debts and in the way of an oﬂ:sgi1 o in
- I amlc nE)t one of those official advisers. T have written
Oremos.I ?1. thc—} government. Whether they have read them
not [ think is extremely doubtful but if there is 2 “brain.
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trust” in the United States 1 hope we are not in for an
era of price-boosting. I have 1o mentality of that sort.
I am not among the legion who pose as advisers for the
president. What I am saying has no official sanction. It is
just exploring with you prospects of a settlement. Suppose
at the outset we accept the principles of the British note,
and they seem to be sound principles, and say these debts
were contracted in commodities at an exaggerated price
level. And look at what has happened the price Jevel since.
They have to be paid back in terms double and sometimes
more than double their value. Suppose we accept that prin-
ciple and say we will put in a gold purchase clause in out
agreements, including the British agreements, that would
at once scale down those debts fifty per cent at 2 blow. But
‘+ would also make provision for the fact that if there were
subsequent inflation the dehts would scale upward. It would
relieve the strain at this time which is too greal. 1t ought
to be coupled at the outset with an extended moratorinm.
Because 1 do not believe direct payments at this stage are
possible, but on that point there is diversity of -opinion.
Many people in England itself feel the principle of a mora-
torium is not a happy principle. And they would rather
make direct payments if they can get reasonable ones. Well,
let us see what we can get in the way of reasonable payments.
There are two or three important measures that might
be taken. One might scale down the British interest rate
to the same terms as the French. That would make intervest
payments very much smaller than they are. It would reduce
the subsequent burden to terms that could operate between
the countries. 1 do not mind tearing down the whole tarift
structure but even with the tariff structure we have they
could manage quite easily. Let us say in order to make
this burden of intergovernmental debis as small as possible
we should offer a convenient offset of those repudiated
state debts in the United States, many of which were re-
pudiated, nearly all of which, excepting three states, two
of which made partial promises. Mississippi stands alone,
pranded with a deliberate default of a quite legitimate debt.
But if you consider the reconstruction state debts which are
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something. The folly of the protectionist theory is that
you can protect one country—that is very nice for that
country, but protect them all: that is not so good. Britain
has tried to demonstrate that for a long time and I think
she has done it. You cannot remove these tariff barriers
at a blow but you can extend the principle and not allow
them to block trade agreements between countries. When
they stand in the way of such they ought to be modified.
That is a thing we should consider. There is another thing
I think England should be prepared to drop, or should be
if she holds to traditional policy. In this matter England
is not alone concerned. That is access to the raw materials
of the world without discrimination. .Now the colonial
dependencies—-I used this language in the English Quarterly
and was overwhelmed by a storm of protests from dis-
tinguished critics in England, on the ground I had offered
by the use of the word colonies to include the Dominions.
Heavens! I was shocked at it myself. And the accusation
that T was talking about Dominions showed where the state
of mind of my critics was. But the word colonies since
the Statute of Westminster has logical application and it
hasn’t had for two generations any real application. But
the colonial dependencies under the control of the colonial
office to a very large degree do not want the discriminatory
tariffs. Some of them said, “we cannot control them. FLook
at what happened in Ceylon.” And unless the raw materials
of the world are made accessible to other countries the
closed door policy means future difficulties of a very grave
order. It means departure from. the British policy. And
it means a man has no assets to ptt on the table. Equal
accessibility to those raw materials and no discrimination
among nations. Now that does not prevent a government
putting on a revenue tariff. It does prevent discritinatory
action between governiments and that applies much more to
France and Belgium than to Britain. It would of course
have to be extended to American colonies, if we are asked
for it, otherwise we would not get the benefits. That is a
prime point of great importance to the future. It means
that the closed system is being extended to colonial de-
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penderncies all over the world. Export controls—I do not
mean just the rubber thing—but tin and minerals and other
important things. We permit anybody, with a very low
minimum of discrimination and practically none, to own
mines and to prospect in the United States. The Royal
Dutch Shell owns a very substantial proportion of the
petroleum resources of our country. It is a question whe-
tl}er we ought to encourage this thing from the point of
view of England because retaliation would hurt everybod
If the American nation is forced back—and this is whatyi
fear on the kin:d of philosophy represented by the Saturday
Evening Post in my country—if they are forced back on
that at this time it is a very serious set-hack for the whole
W(}I‘ldf and not only for my own country. But as an
Amqrzc‘an I am sure I shall feel it and my children will
feel it rather more closely than the rest of the world.

If the British American negotiations succeeded and if
we can find medium ground between the two countries, if
we can approach the Ottawa agreements in the spirit tiley
were offered by Mr. Baldwin, if we can hope to see some
joint action of the central bank systems of the world in a
co-operative construction, if we can see some stabilization
of the exchanges and some removal of exchange barriers and
quotas, we shall see a rift in the clouds, and we are at that
delicate point in which confidence is being built up pain-
fully. Once it is established the movement will be I think
reasonably rapid. But if it is not established and it goes in
another direction, how much longer do you give your coun-
try or my couniry going in the direction it is to-day with-
out seeing a government stepping into a socialistic way:.
Wl:lether of Fascism or any other way, and running those
things without a real sense of the magnitude of the prob-
lems and destroying those qualities of British individual
charac_ter? The issues are large but they are heing obscured
by nationalism, and we have to make headway by a strategy

that outflanks nationalism. You cannot get rid of it as a

force. Itis 2 useful force. But it is being used in a wrong
direction. We have to direct it in my state: you have here

and peoﬂe have all over the world, if we are not to see the
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system which we have built up wrecked, It is not capitalism
whick: is destroying the world. It is nationalism of a most
arhitrary type which is interfering with the basic things.

Now 1 admit that there are faults in the system. 1 hope
these faults will be corrected and a betrayal of high trust
will be exposed without fear or favor. That is not the
point. The point is the causes of this thing have to be
analyzed in order to be cured and we are present at a turn
of the world, at a point where vision is required more than
it ever was, and vision in the sense of a dispassionate, hard-
boiled analysis of the facts of the situation. .And your co-
operation is needed—not just as Canadians, not just as
fellow-inhabitants, not even as people speaking the same
language-—hecause we in the south feel perhaps a more
direct kinship for Canadians than any others on this con-
tinent—but as human beings faced with responsibility at a
critical time in the history of mankind, and T think if you
view it in that light, and if we can get your support, which
is worth more than any other f{factor, we shall get
somewhere.

Sometimes people have said Canada is pulled hetween
these two great systems, and unkind people have said it is
like being between two worlds, “one dead and the other
powerless to be born.”” Aside from the animus behind
that jibe it is simply not true. The gravitational pulls you
exert on England are greater than the pulls England exerts
on you. And as a student of foreign policies I say that
your position is of extraordinary importance. Your posi-
tion with respect to the Ottawa agreements is a eentral one.

The fact that they held the conference at Ottawa indicates’

your importance on that matter. And I appeal to you as
strongly as T can to view it as a member of the British
Commonwealth and put your weight in the direction it
seems to me the weight of every man who values the in-
stitutions in which we have lived so far should be directed
at this time. :
PresmunT CHALMERS:—In reading over again “The
New British Empire,” Dr. Elliott’s magnificent work, 1
copied out one setitence which I should like to read because
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it bears on the last moments of his remark i

L) * . S. H “
new British Empire is the stoutest bulwark of w?:gﬁdfaea';hs
That is the opmion that Dr. Elliott holds as to the Izu.:e
of Great Britain and the British Dominions, and I tIl)link

that sentiment has run through all his remarks to-day

While he was very careful to tell ;
the authority of tY , ell us he does not speak with

. he United States Governmen i

of us will hope that he at least is interpreting ttf.hIe t:ol;i?ll;o?lls]
of thqse in charge of the United States foreign policy at
thz.e Dresent time, And in thanking him for this n)*rl t
brilfiant address, I do mot think I can say anything stron Os :
tha_n that I trust, and in fact feel, that if this address wgr1
delivered before a similar audience of intelligent people i:

the United States it would meet wi
: with th iasti
acclaimn.  Theste you. e same enthusiastic




