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FIRST MEETlNG (PUBLIC). 

Held on Friday, January 16th, 1931, at 11 a.m. 

Chairman : M. BRIA.ND (France). 

1. Opening of the Session. 

The CHAmliiAN [Translation]. -Before we take up our work, I should like to welcome 
you all ver~ w:armly and to express the hope that the present year will bring a less beavy 
load of anx1et1es and troubles of all kinds to statesmen and their peoples than that which 
has just closed. 

Scarcely four months have elapsed since twenty-seven European Governments, fortified 
b~ t~e League's _approval and in response to its invitation, formed themselves into a Com
rmsswn of Enquuy for European Union. That is a short period in the life of nations. and 
for it to have been productive of so many lessons there must indeed have been a remarkable 
degree of justification for our action. 

At no time since the war has the menace that overshadows the entire economy of tho 
European world appeared so imminent ; the menace of grave disorders that, in the end, 
unless prompt remedies are found, may cause a dangerous disturbance in the balance of 
.affairs, from which none can emerge unscathed. To judge from the steady growth of the 
movement of public opinion in our countries in favour of European union, the ptloples 
themselves have come to a clearer realisation of the peril. 

The events that have occurred since we last met, the development of an economic 
crisis which leaves no country untouched and the consequences of which may even now 
be affecting political and social order, have served only to enhance in the minds of our 
Governments the sense of their joint responsibilities. 

The presence of so many statesmen in this room testifies to our Governments' resolve 
to face the difficulties of to-day. "To unite in order to live", that was the conclusion eight 
months ago of the memorandum which the French Government was invited to submit for 
your consideration. It should be the conclusion to-day of all those Governments which are 
conjointly responsible for safeguarding our common heritage, European civilisation. 

At this moment, millions of human beings expect something more from us than a 
mere affirmation. They ask for an effective and constructive demonstration of tho will to 
safeguard peace, which will result in a first scheme of definite action in pursuance of the 
preliminary essays at European co-ordination, thereby securing the support of all right· 
minded men in Europe. 

If we are to be equal to the occasion, our message must be heard throughout the length 
and breadth of Europe, without distinction of frontier. It must come to all alike with a 
promise of peace, backed by the widest expression of the common will ever made in this 
quarter of the globe. 

In the work of practical organisation which we are about to initiate, we reject no 
willing offer, we refuse no loyal aid. It is work in which everyone who is sincerely and 
honestly anxious for the maintenance of peace in Europe has his share. It stands for all 
alike as a bulwark against all those forms of disintegration which lead to chaos, anarchy 
and war. 

The road is now open before us and no barrier will stop us as we traverse it together. 
The planning of that road, the first sketch of which we are to begin to-day, will be long; 
still longer will be our journey and we shall have to proceed cautiously. We must be 
equally careful not to disappoint our peoples and not to jeopardise our chances of success ; 
step by step, therefore, with foresight and firm resolution, we must map out the way 
methodically, keeping always before us practical possibilities, but never deviating from our 
final object. Let every nation do its utmost to facilitate our common ta~~k by direct and 
. steadfast co-operation in the general effort to relax the tension in international affairs. 

France, at any rate, has made the most magnanimous offers in the hope of dispersing 
the cloud that hangs over Europe. Her offers are decisive, and none can question their 
significance. She has made them resolutely and sincerely, for the benefit of the European 
commonwealth and with a view to the final goal towards which we are all striving. 1\ly 
country hopes that these offers will not remain fruitless and steadfastly relies upon the 
moral forces which it was its object to encourage. 

In taking part to-day in the work of the Commission of Enquiry, the French Govern
ment still pins its hopes to the far-reaching programme which I proposed on l\Iay 17th, 
1930. It is anxious, however, first to ascertain, on all subjects, the common points on which 
agreement may be reached spontaneously and at once, and it will therefore do its utmost 
to further the co-ordination of the individual views freely expressed by each. 

It would, I think, be useful in the first place to take stock of our records. Last 
September, they consisted only of the resolution adopted by the Assembly on September 17th, 
which conferred on our Commission its right to exist, the French memorandum of 1\Iay 17th, 
1930, and the replies of the Governments. That was a beginning. ·Our tools required to be 
completed and sharpened. For this purpose, the Commission instructed the Secretary-
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General of the League to collect any suitable information which would make it possib!e !or 
him to take up his task with better pros~ects of su~cess. The members of the ComiDlSslOn 
also were invited to give further explanaJ;10ns of the1r proposals. 

We have before us to-day the additional information for which we asked. The Secretary
General whom I wish to thank, has placed before us a report (Annex 1) enumerating in a 
substantial summary the work d~>ne br th~ Lea;gue in the last ten years ~or ~he organisatio_n 
of Europe in the economic and finanm.al field, m the sphere of commurucat10ns and transit 
and in that of health work on which, in many cases, it is for us to take effective action 
and set the seal. The Secretary-General's memorandum is completed, as regards labour 
questions by a very useful memorandum from the Director of the International Labour 
Office (A~nex 2), whose assistance will obviously be most valuable. 

Finally we have received concrete suggestions from a number of Governments 
(Annexes 3 to 6) .. The~ will be co!llplete~ by t~e proposals which ?thet Governments have 
announced their mtent1on of makmg dunng thlS sessiOn. There will, I feel sure, be many 
such proposals, for, if all the Governments have not made use of their right to put their 
proposals in writing, all of them have! I am cer~~in, at least given careful thought to the 
subject, as they were requested to do m our declSIOn of September 23rd, 1930. 

These, then, are the immediate bases for our discussion, and from them a number of 
common points can easily be drawn. Logically, the first of our tasks would be to make a 
schedule of them. In this way, we should, at the outset, have a clearer view of the results 
which we may hope to reach, and I think, too, that by proceding in this way, by a series of 
clearing operations, we shall see that the divergences on theoretical points involved in 
questions of organisation when viewed abstractly will smooth themselves out and 
automatically disappear as we advance in our investigations. 

Before we begin our examination, there are certain preliminary questions to which 
I must refer. 

You will recollect in the first place that, in September, we asked that we might be 
informed of the results of the important Economic Conference which the League was to 
hold in November. M. Colijn is at present in Geneva and I think we might decide this 
morning whether it would not be desirable to ask him to make a statement on the subject. 
The information he will give us would be a very useful addition to the material at our 
disposal. 

One question with which we might deal immediately, and which is of particular 
urgency, is that of agricultural credits. Certain countries await its solution with an 
impatience that can be easily understood. We owe it to them to go to work resolutely with 
the object of expediting results in accordance with their legitimate hopes. . 

There is one question of form which arises for every League Committee ; it must 
decide whether its meetings are to be public or private. 

U you agree, we will open our discussions with this question. 

2. Publicity of 1\leetings. 

~he C~AIB.MAN f Translatio~ ]. - I think we might decide that, in principle, our 
m~etmgs ~ be public, though, if necessary, we shall of course be able to decide to have 
pnvate meetmgs. 

The Commission agreed. 

3. Questions of Procedure and Programme of Work . 

. J?r. CURTIUS (Germanrl [Translation].- There is no need for me to say anything in 
additiOn to what the Chauman has said as to the need for European co-operation and 
European peace. My Government's point of view on this subject was set forth in the reply 
sent to the French_m~morandum concerning European union. That point of view has not· 
changed ; '!l'e are ~till m favour of a policy of peace and co-operation on the basis of equality 
for all natiOns alike. 

I likewise agree with M. Briand that economic problems should be placed in the 
forefront ~four work; Europe a~ a ":h!lle, and my country in particular, are passing through 
an exceptiOnally acute econonnc cns1s, the main features of which for Germany are an 
unemployment figure of 4,300,000, a dearth of capital, and the export of capital 

1
without 

any ~ort of counterpart .. It is for this reason that Germany will always be glad to take 
part m any endeavour to Improve the position in Europe and in Germany as well and that 
we are fully prepared to deal with the economic problerds here. As M. Colijn is ~ Geneva 
whe s~ould hear w~at he .h.as to s_ay on economic questions and, if only out of courtesy, w~ 
8 ou d not keep h1m wa~tmg while we settle questions of organisation and procedure. 
h May I next make a few observations on the work we have to do f In accordance with 
~f et~erms of reference giyen us ~y the Assembly, we are to draw up a general programme 
certaf work to be done .m ~he field of European co-operation. We also have to consider 
stud n m;t~ers of o~garusat_10n. We shall have, for instance, to complete our bureau and to 
the !o: a~~- quesrohs which.w~e. postponed at our last session. We must also consider 

posi 1on o t e Comnnss10n- that is to say, the question whether the European 
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countries '!hie~ are not .n•.embers of the League shouht take part in our work. That is a 
matter wh1ch, ill my opillwn, cannot be disregarded. Finally, certain States represented 
here have forwarded suggestions. Denmark and Germany, for instance, have done so . 

• 
May I therefore ask the Chairman at what time shall we be uble to con~ider these 

important questions, which cannot, in my opinion, be lt•ft on one side und whieh we shall 
have to deal with at this st>ssion. 

The CHAIRliAN [ Translatio11 ]. - I did not attempt in the bril•f remarks I made to 
settl~ our agenda. I pointed out summarily, but, I think, adequately, that our rceords 
co~s!sted at present of a certain number of proposals. Soml) of tht•se have bt'l'll put in 
wntillg ~y members of the Commission who will certainly wish to dtwelop tht•m. Among 
these, I illclude the German proposal (Annex 3), the Belgian proposal (Amwx 4), the Danish 
proposal (Annex 5), and the Yugoslav proposal (Annl'x 6). I pointl'd out that othl'r prnpo~nls 
might be made during our debates. They, too, will have to be indtHll'd in our ugt•n dnnnd 
we shall have to discuss them. · 

Dr. Curtius raised the question whether the European countrit•s which are not membl•rs 
of the League are to be imited to take part in our work. In my brit•f observations, I said 
that I considered in principle that we shoul!l call in all those in Europt> who are willing to 
help us in achieving the constructive work of peace we have in vit•w. The qtwstion iK : At 
what time could these countries be invited to take part in our disenssions f l:'houltl it he 
during the period of organisation or when we take up concrete problems f It is for tho 
Commission to decide this question, if placed before it, of its own frt>e jtulgmt>nt.. 

I stated that, among the questions with which we have to deal, the fir~t place should 
be assigned to the economic problem. This matter has been studied by experts who hu ve made 
recommendations, but it has not been possible to take any action on tlwir rN•omnwndutionK, 
since, in order to carry them out, the responHible Govt>rnment.s must co-operate, howevt•r 
highly qualified the experts. This is a Commission in which the Governnwnts ure rt>prexente«l, 
and consequently we can effectively state our views on these JH"oblnmx. We lut ve U10 good 
fortune to have M. Colijn here. He has made very important researches int.o tho matter, he 
possesses very important information and, if we invite him to do so, he might nc•quaint us 
with his views on this subject ; we should assuredly receive very valuable instruction from 
him. 

There is, in my opinion, another pressing problem which cnusl'S thl) «let•pest nnxit•ty 
to certain European countries whose position is no less distressing tlutn that of Germany, 
though they suffer in a different way. Our duty of European co-opemtion makes it 
imperative to go to their help at once. I refer to the quest.ion of agrieultural credits. 

If I emphasise these two questions now, I do not intend to exclude other matters. If 
you consider that these two questions should not be taken up at once, I am prepart11l to 
acquiesce, but, otherwise, we will ask l'ti. Colijn to be good enough to give us the benefit of 
his experience and his investigations. 

Dr. CuRTIUS (Germany) [Translation]. - I should like to thank the Chairman for biH 
explanations. I am glad to learn that the question which I mentioned will he diHcnsHed 
at our present session. 

M. GRANDI (Italy) [Translation].- The Italian Government stated, in its memorandum 
of June 4th, that it was ready to co-operate in the scheme for European union allll in 
the direct examination of the ways and means by which the scheme coul!l be prepared. 
I wish to repeat that my Government will invariably take part in any endeavonrH made for 
the maintenance of peace and European reconstruction. 

The Italian Government's object in submitting its observationH on the Freneh 
memorandum of May 17th, 1930, was to clear up certain preliminary points. We conHider 
it desirable to define the principles underlying the scheme, so aK to enable the titateH to 
form a definite opinion. 

One of the points to be cleared u~ - :;tnd in the It~~an Government's. view this i~ a 
previous question which must be exalllllled ill order to facilitate our work-. IS the qtteHtwn 
of what we ought to do with regard to countries which are not memberH of the Lea[,'IIe. 
The Italian Government has indicated the reasons - and they are reasoHH of European 
unity- for which the European Union m~st e~brace all countries in .Europe. OtherwiKe, 
we should be in danger of having a system m. whiCh one ~o~p of.countn~s nught b~ oppoHeu 
to another and we should then be involved ill the very diffwult1es we Wish to avoul. The 
fact that we are Members of the League gives us certain facilities, but, in the interests of 
European union we must attempt to secure the assistance and co-operation of tlw~e 
countries which' are not members of the League. I do not know what respon~e the 
Governments of the Turkish Republic or of the Union of Soviet Socialirit Uepu~lics would · 
make to an invitation, but, if those countries remain aloof when we .a~e urawmg up the 
scheme their subsequent entry into the Union will undoubtedly be !hffiCult and we shall 
find o~selves in an awkward situation. 
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It would unquestionably be very useful to have these two countries here if we are 
to achieve our aims, which indeed are the aims of the League. 

As regards the Chairman's propol!al for the discussion of concrete economic questions, 
we are, 1 believe, on the threshold of a v~ry vast an~ complicated .investigation. In the 
Italian Government's view, we have two pornts to constder. In the first place, the problems 
submitted to us can only be solved if all the co~ntries are placed ?n a footing of compl~te 
political and lt>gal equality. Secondly, our obJect cannot be achieved unless all countnes 
are disarmed in accordance with the obligations laid down in the Covenant. If we desire 
close co-operation with one another, we must reduce armaments. That is the only complete 
solution for the problem of security. 

Having mentioned these points, the Italian Government reserves its right to develop 
them later, but I may say at once that we support the proposal to discuss the concrete 
economic problems indicated by the Chairman. We wish it, however,, to be clear that 
these problemA will be discussed in the Commission in accordance with normal League 
procedure and in conformity with the rules we have laid down. 

The Commission of Enquiry, after having examined the problems submitted to it, 
will notify its conclusions to the League Organisations so that a further and final study 
of the problems may be made at which the interests of all the European and non-European 
States may be taken into account. 

lfr. HENDERSON (British Empire). - There is, I think, general agreement with the 
Chairman's statement, but the important point which M. Grandi emphasised- namely, 
the position of non-member States -requires a good deal of consideration before we take 
a final decision. We must remember that the Assembly decided that this Commission 
should be part of the League machinery, though it is quite true that the resolution laid 
it down that we had to consider how far we should invite the co-operation of non-member 
European Statt>s. It seems to me that at some stage we shall have to decide whether we are 
going to invite non-member European States to participate for all purposes, or whether 
we shall follow precedent and invite the non-member European States to participate for 
special purposes. I do not think we are in a position to decide that question this morning. 

May I suggest that we should immediately appoint a sub-committee to determine 
tbe order in which the various questions will be discussed f We should all, I feel 
sure, like to hear M. Colijn, and probably the sooner the better, but when we have heard 
him we shall still have to discuss the question upon which M. Grandi has laid special 
emphasis. Again, as the Chairman has reminded us, a number of questions have been 
sent in by Governments for discussion. Someone will have to make a recommendation 
as to the order in which these subjects should be taken. It appears to me that, if we leave 
the matter where it is now, we shall be merely failing to concentrate upon any particular 
question, and we shall not be facilitating our work. 

I therefore suggest that the first thing to do is to appoint a bureau and to ask it to 
HuggeRt at the beginning of the afternoon sitting the order in which it thinks the different 
questions should be taken. Personally, I should like us first to hear M. Colijn. When 
we have completed any debate that may arise out of his statement, we should follow the 
recommendations of the bureau as to the order in which to discuss the remainder of our 
business. 

The CHAIRYAN [Trattslation ]. - I agree with our British colleague that we should 
firKt appoint a sub-committee to determine the order of our work. · 
. It is, however, .. I think, clear from ;the remarks that have been made that we all agree 

fir~t to ask M. ColiJn to make a statement, which will enable us to have the benefit of his 
experience and the studies he has made. 

Agreed. 

The CHAilU1:4'-N [Tt·~nslation ]. - We might decide immediately on the eonstitution 
of t.he s'!b·commtttee which is to tell us what our agenda is and indicate the order of the 
Yartons 1tems. 

The sub-committee might consist of eight members, as follows : Mr. HENDERSON, 
Dr. CURTIUS, M. GRANDI, M. HYMANS, M. BEELAERTS VAN BLOKLAND, the Duke of ALBA, 
llf. MICHALAKOl•OULOS and myself. 

The proposal of the Chait·man was adopted. 
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SECOND MEETING (PUBLIC). 

Held Ott Friday, Janwary 16t11, 1931 at 4 p.m. 

Chairman: M. BRIAND (France). 

4. Work of the Sl'cond Conference with a Vit'W to Concertt'd Economic Action: 
Statement by- AI. Colijn. 

The CHADWAN [Translation]. - Before calling upon M. Colijn to speak, I desire 
on behalf of the Commission, to thank him warmly for placing at our disposal his great 
knowledge and experience in economic questions. 

?tl. COLIJN (President of the Second International Conference with a View to Concerted 
Economic Action) rTran.~lalion ]. -Listening this morning to the int1·oductory discussions 
in your Commission, I began to fear that you might expect too much from the statement 
1 am about to make. I was afraid you might be expeoting me to offer yon a key to the 
solution of the economic difficulties of Europe. As I am sure that no Much key exists 
I most certainly have not brought it with me. ' 

Although quite willing to give my opinion, if desired, on matters of a more material 
character, I am merely going to do what I have been asked to do -namely, inform the 
Commission of the progress made at the Conference with a View to Concerted Economic 
Action over which I had the honour to preside in November last. 

I believe that I cannot do better than to go back to the Economic World Conference 
of May 1927, the Conference with a View to Concerted Economic Action being merely 
an attempt to carry into effect the resolutions and recommendations of the 1927 
Conference. 

In doing so, I will first of all deal with the character, the conclu!lions and the 
recommendations of the World Conference. 

In this connection, I would call your attention to three points connected with those 
resolutions and recommendations : 

(1) How they were received; 
(2) How they were carried out ; 
(3) The Assembly resolution of 1929 on economic concerted action. 

I will then survey the course of events at both the Conferences with a View to 
Concerted Economic Action, give you a short summary of the results obtained and will 
finally say a few words on the present situation and its dangers. 

1. CHARACTER OF THE CONFERENCE OF 1927 AND ITS 
CONCLUSIONS AND RECOMMENDATIONS. 

On September 15th, 1925, the Assembly, on the proposal of the French delegation, 
invited the Council to convene a World Economic Conference. It was generally felt that 
an effort should be made to reduce the number of opportunities for international conflict 
afforded by rivalry between economic interests and that, in view of the anxiety felt by a 
great number of countries with regard to their economic situation, the time had come 
to examine the most effective methods, if not of restoring general prosperity, at lea11t of 
avoiding heavier depression. The currencies of most countries having been placed on a. 
sound basis by 19251 the way was open for a general survey of the whole economic situation 
and the main difficulties. 

After more than a. year of very elaborate preparation, the Conference met in May 
1927. It consisted of nearly two hundred members, all experts in their respective spheres 
of economic activity, coming from fifty countries in all the parts of the world. 

The unanimous findings of the Conference therefore express what can be termed the 
most authoritative and collective opinion on the then prevailing economic situation of 
the world, the nature of the difficulties, and the possible remedies. 

The conclusions of the Conference indicate the tasks that lie ahead both for the different 
countries separately and for the League, if the world is to enjoy economic prosperity. 
The central theme of the Conference was that trade barriers- in particular, tariffs- are 
too high and too frequently changed. The recommendations therefore stress particularly 
the necessity of reducing these barriers and declare categorically that " the time has come 
to put an end to the increase in tariffs and to move in the opposite direction ". The 
reduction was to be obtained by means of autonomous action by the States, by bilateral 
negotiations and by collective and concerted action under the auspices of the League. 
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~. HoW TilE CONCLUSIONS AND RECOMMENDATIONS WERE RECEIVED. 

Iu the coul'lle of 1927, the recommendations of the Conferenc~ were given the offi~ial 
sanction bnth of the Council and of the Assem~l;y: and '!ere well rec.eived b_y an '?v.erwhelmmg
majority of Governments, who declared their mtent10n of making their policies conform 
to these recommendations. . 

.A few weeks after the close of the Conference, the Council unanimously approved its 
report and expressed the opini?n that the principles laid ~ow~ by. the Conference were 
calculated to contribute to an Improvement of the econormc s1tuat10n of the world, and 
in particular to that of Europe. 

The Asgembly in September of the same year declared that the adoption of the 
recommendations of the Conference would effect a substantial improvement in the present 
economic policies of the world. 

Iu the course of the same year, twenty-nine· Governments -twenty of which were 
European- officially expressed their attitude towards the conclusions of th~ Conference. 
From their declarations it appeared that they all, without exception, recogmsed that the 
principles advocated by the Conference were based on a realistic view of the economic 
situation of the world and particularly of Europe, and that their application, more 
especially to commercial and tariff policy, would be calculated to relieve to a considerable 
extent the world economic situation. 

liost of the Governments in question stated that they intended to apply these 
principles in their own autonomous policy as well as in their relations with other countries, 
and they announced their willingness to co-operate in any concerted action undertaken. 
by the League for the purpose of applying the recommendations of the Conference. 

3. HOW THEY WERE CARRIED OUT. 

So much for the declarations concerning the adhesion in principle to the recommenda
tions of the Conference. The practice, however, did not on the whole at all correspond 
to this enthusiastic acceptance. If we limit ourselves to the field of tariffs, the first year 
after the Conference saw, it is true, some check on the upward movement of tariffs in 
many countries. A number of bilateral commercial treaties with tariff agreements based 
on the most-favoured-nation clause had, as a result, even a certain reduction of the tariff 
levels. But no collective effort was made to reduce excessive tariffs. 

The second year after the Conference shows, however, again a marked tendency 
towards increased protectionism, and the number of bilateral treaties providing for tariff 
reductions grew less. Nor did collective action, although it had some very slight results 
to its credit - such as the Convention on Hides and Bones - hold out any great hopes 
that substantial progress could be achieved in this sphere. 

4. THE RESOLUTION ON ECONOMIC CONCERTED ACTION. 

In these circumstances, the Assembly nf 1929, when reviewing the progress made in 
applying the recommendations of the 1927 Conference, had to state that, in spite of a 
few sporadic efforts, no decisive movement had occurred in the reduction of trade barriers 
and no serious effort had been made to carry out the fundamental idea of the Conference -
namely, the idea of closer co-operation between nations in their economic life and reduction 
of opportunities for international conflict. 

In view of the unsatisfactory results, the 1929 Assembly .thought that the time had 
co~e to seek new methods which would help the world, and in particular Europe, to 
achieve more rapidly the object that the 1927 Conference had in view. Accordingly, the 
Assembly invited the Governments to meet in order to draw up a Programme of 
Nego!iations with the object of improving economic relations by all practicable means, 
espeCially by reducing hindrances to trade. The conclusion of a Customs "Truce" should 
1•recede these negotiations so that they could be undertaken in an atmosphere of tranquillity. 

5. THE FIRST CONFERENCE. 

The first Conference met early in 1930. All States without distinction were invited 
to the Conference. By a process of natural selection however the Conference was 
composed almost ex<•lusively of European States. ' ' 

~h~reafter the stages of the concel'ted economic action of which I have to speak assumed 
a defmttely European character, a fact which makes them of particular interest for the 
work of the present Committee. · , 

. T~e first Conference did not achieve its main object. Instead of a full "Customs 
T• uce , a_greeme~t wa~ only reached on a kind of semi-truce, which provides for a 
fr~lon~at10n until Apr_il 1st, _1931, of anr bilateral commercial treaty expiring before 
M~~t date, .~Ul?~lementmg th1s ~r?lon~at10n l>y a system of safeguards intended to 

ure a relatn e degree of stability m the Customs systems of the signatory States. 
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The "Commercial ConYention "signed on )larch 24th 1930 embod:rin"' tht> agreement to 
whlch I haYe just referred, has been signed by eight~u Edropenn Stntc~. 

The Conference also agreed upon a list of questions to be sent to the States represented 
at the Conference the answers to whlch woultl form the basis of future nt'"Otintions. This 
questionna~e is contained in the" Protocol "also concluded on ~[areh 24th~ 19:l0, nnd whieh 
bears the Signature of all the European countries. The questions insertt•d in the Protoeol 
cover more or less the entire ground as re~:ards economic relation~ bt>tween nations iiH"lutlin" 
tariffs. The GoYernments were asked to furnish memoranda on the e:uhall"IJ of 11 :•rit•nll ur~~ 
and ind?strial p~oducts and the possible means for improving intt>math';'ual tr~de. 'l'he 
Econonuc Comnutte~ ":as to draw up, on the basis of tbt•se nwmornnda, n t•omplPte 
programme of negotiations. The Protocol may therefore be l'onsitll•rNl ns u. l'omph•tc 
framew?rk c?rresp~nding, in new of the States which signed it, to the ilion of guropean 
econonuc umon whlch was so strongly emphasised by the Assembly of 19::!9. 

6. THE ELEVENTU ASSEMBLY (SEPTE~IIIER 1930). 
I 

The deliberations of the Assembly of 1930 on economic questions wt•re !lominnletl 
throughout by the prolonged general economic depression and, in particular, the ng-ricnltnral 
depression. The necessity for speedy and efficient conc<'rte!l action to rl'lh•ve t.llis 
depression was demanded with the utmost insistence. Enropenn and r<'g-ional agn•t•mcnt~ 
both found advocates among the delegates to the Assembly, and the tll·~iro w1is gt>n!'ral 
that the Oonference, which was to meet in November 1930, in ortler to put. into Corell the 
Commercial Convention of l\Iarch 1930, should without further d<'lay beg-in the n!'gotiation~ 
which, under the terms of the Protocol, were open early in 1931. 

7. THE SECOND CONFERENCE (NOVE)IIIER 1930). 

This Conference, which met on November 17th and at whi(•h were repreMt•nted all tlw 
European countries, had a double object. First, it was to take a tlerision llR to tho putting 
into force of the Convention of March 24th, 1930, and, secondly, it had to heg-in nf'~ot.iationH 
on the basis of the programme drawn up by the Economic Committcfl, taking into at•count 
the memoranda of the Governments. 

8. RESULTS OF THE SECOND CONFERENCE. 

What were the results of this second Conference f To be quite frank, they were rather 
poor. No decision was taken as regarfls the putting into force of tho Commercial Convention, 
ten ratifications only having been deposited at the time of the Conference. 'I' he Conference 
was informed, however, that some Governments had already inMtituted tho procedure for 
ratification and that therefore their ratification could be considered as probable, and 
moreover that certain other Governments had declared that their adhesion depended on tho 
progress of negotiations. For these reasonR, the State• which hnd already dcpoHited their 
instruments of ratification thought it desirahle to poRt pone a decision as regards tho putting 
into force of the Convention, thus giving other Governments an additional pnriml until 
January 2!lth, 1931, within which ratifications, if deposited, would be considcrctl valid. 

As regards the negotiations themselves, the Conference had before it three concrete 
proposals, all envisaging tariff negotiations : a British proposal aiming at an all-round 
reduction of tariffs by way of multilateral negotiations, procf!eding by groups and stages ; . 
a Netherlands proposal suggesting negotiations between States with autonomous tariffs and 
States with conventional tariffs, the first group binding themselves to maintain their 
liberal system in return for tariff reductions to be granted by the second group: the thL d 
proposal was that of the Governments of Hungary, Roumania, and Yugoslavia, with which 
Poland associated itself, asking for a preferential Customs treatment for the surfllus grain 
produce of these countries. 

The Conference, after carefully examining both the British and the Netherlands 
proposals for several days, came to the conclusion that these proposals could not form, in 
present circumstances, the subject of multilateral negotiations, and it was left to the 
interested States, which expressed their readiness to do so, to make the proposals the subject 
of bilateral negotiations whlch could be pursued simultaneously if the parties so desired. 

Neither did the demand of the Danubian agricultural countri<'~, although in principle 
favourably regarded by the States which constitute the prindpal markets for the produce 
in question, receive a favourable solution, since the difficulti~s - in particular, thoKe a.rising 
out of the most-favoured-nation clause- appeared almoHt msurmountable. Here, as m the 
preceding case, however, the demand forms the subject of further bilateral negotiations. 

· Of the various methods suggested for improving the situation of the agricultural 
countries of Central and Eastern Europe, the Conference retained one - namely, the 
question of agricultural credits, innting the League to pursue energetically, through it8 
Financial Committee, the study of this question. 
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The Conference of November 17th was also invited to attempt to enlar~e. ~he field of 
8 

lication of the Convention for the Abolition of Jmp_ort and Export Prohibiti~ns. The 
cpp l r nee adjourned the consideration of that question also. The same applies to the 
q~~s:i:n of the treatment of foreigners which was also placed on the agenda of the 
Conference. 

9. THE ACTUAL SITUATION AND ITS DANGERS. 

The deliberations of the last Conference showed clearly that, with one single exception, 
perhaps, the Governments do not conside~ it poss~ble at present to enter into c?llective 
negotiat.ions on tariff matters. In non-tanff questiOns, the Government~ seem still to be 
prepared to co-operate in the work undertaken by the League on the bas111 of the Protocol 
of 1\Iarch 1930. That however, is a very poor consolation for the failure of the action 
undertaken under the'League's auspices in tariff matters. , · 

It is far from an agreeable task to set forth these unsatisfactory results, but no useful 
purpose would be served by concealing the truth and denying facts which are only too 
manifest. The attempts to carry into effect the main resolutions and recommenda~ions 
of the World Conference of 1927, even after they were transferred to an exclusively 
European field, have failed ; and it is ~est to say so frankly. 

Let us look at the Conference on the Treatment of Foreigners. It did not succeed 
in establishing an acceptable convention, and I strongly doubt whether the work now being 
carried on in this field among a number of European States will lead to any better result, 
since a liberal regime in regard to human activity is merely a pendant to a liberal regim,e 
for trade. What is required for both is a spirit of co-operation, which 110 far has failed to 
materialise. 

Still more unfortunate, and at the same time still more characteristic, as regards 
European relations, has been the fate of the Convention of November 1927 on Import 
and Export Prohibitions. · 

On this subject, it was found necessary to hold three succes~ive conferences- in 1927, 
1928 and 1929. After two years hard work, ratifications - conditional ratifications, 
it is true- were obtained from almost all the European countries, Japan and the United 
States of America. It seemed as if the goal had almost been reached when, unfortunately, 
certain well-known difficulties of a regional nature, and exclusively European, led to the 
dissolution of the imposing group of countries which had formed in connection with this 
Convention. The Convention therefore has not been put into· force except among seven 
States, which, moreover, have used the prohibition system only in exceptional circumstances. 
The engagement entered into by these seven States itself expires on June 30th, 1931, and 
it may be assumed that they will not consent to remain bound after that date if, the above
mentioned difficulties having been eliminated, the other European countries do not join 
them. 

The time available is therefore very short. Unless the Governments exert themselves 
in one last effort, I cannot be considered unduly pessimistic if I prophecy that the 
Convention on Prohibitions, child of so much care, will cease to exist after June 30th. 

The third failure need hardly be mentioned after what I have said already : the failure 
of our last Conference. We failed in putting the Commercial Convention into force. 
We failed in discovering a possibility for collective lowering of tariffs. As far as the plight 
of the agrarian countries in Central and South-Eastern Europe is concerned, we had to be 
satisfied with a recommendation that the Financial Organisation of the League should 

·study the possibility of organising agricultural credits in thos~ States. That is all there is 
to say. 

The World Conference of 1927 was far from satisfied with the situation then existing. 
It condemned the tariffs 11s thPy then were. It condemned other excessive forms of 
hindrances to normal trade, such as dumping, export bounties and other means of indirect 
protec~i'?nism. All th'l.t was equally condemned by nearly aU responsible Government 
author1t1es, and the sentences were even accompanied by solemn declarations of intended 
improved behaviour. 

· Now, after nearly four years of hard work, we have to satisfy ourselves with the 
statement th~t t~e present situa;tion, instead of being an improvement on the then existing 
state of affarrs, IS worse than m 1927. There has been no improvement at all; on the 
contrary, there has been a gradual sliding backwards. 

The deplorabl~ consequences of this state of affairs has been that the people in a 
_ good many countries have lost all faith in the economic work of the League. They hear 

of Conferences and of de~ates lasting week after week, and the end seems always the same : 
one or two speeches trymg to cover up the failure. 

I fully realise the il?-justice of some of the criticisms. They are often unfair ; unfair 
towar<IR the League whiCh cannot do more than its Members allow it to do: unfair towards 
the remarkable work of t~e Economic Organisation of the League. · They are also unfair in 
80 far as one cannot possibly expect miracles to happen in such questions in two or three 



-li-

y_ears. 'Ve can only creep forward. But there must at least be creeping, and pt•ople nre 
r1~ht w~en they say that creeping has been wanting. That has cuused the prevailing 
disappomtment. 

_I will not dwell on .the probable reaction this disuppointmt!'nt. muy have on the 
conf1dence of.the peoples .m the work of the League in other spherE's, but I l'Ullnot finish 
my report ·w1thout drawmg your attention to the imminent dan"'er of tht>se constunt. 
failures, first of all, in the economic field und, secoudlv. in their po~sible rept>rrussion on 
the general situation in Europe. · 

In 1922, when the first symptoms of the collupse of the defective post·Wtll' et•onomi!• 
structure appeared, a considerable number of countries tried to escnpo its disnstrons 
consequences by all sorts of artificial measures, hoping to find shelter until the storm 
passed over. It was a delusion. The causes of the economil' upheavnl Wl'l'e too ~rnvt> 
for escape to be possible. 

Certain other countries with a different economic structure did not think it tul\'isnble 
to resort to such protective measures, or did so only in moderation. Intentionally or 
otherwise, these countries have certainly exercised a moderating infhtt>nce 1111 tmbli!l 
opinion in those countries which had hoped that the effects of the economic crisis could 
be warded off by artificial measures. This is particularly tru!', be!'ause it was not J.rl'll!'l'ully 
felt that the economic depression could be avoided- even in !'ountries wht•re the offi!'iul 
policy was supported by a strong current of public opinion. E,·en those who d!lllllllldl•d 
a stronger free trade policy exercised a moderating influen!'e on the t>!'onomil• action of 
their Governments. · 

Unhappily, just at the moment when you are mt>t to~etht>r to try to nliHiate tlw 
common sufferings of all Europe, these moderating influences nre on the !ledinc. The 
repeated failures at Geneva in the economic sphere are tending still furtht>r to wt>nkt>n thoMo 
forces and, moreover, to expose them to the ridi!'ule of tht>ir ad vt>rsnril•s, who Rtlizo upon thoNt~ 
very failures as arguments in favour of their own theorie~. 

Thus it is that opposition to a narrow and exaggNated N·onomio nationaliNIII is 
weakening, while there is an ever-increasing tendenry to acct>ntunto by higlwr nrul higher 
barriers that economic disunity which places Europe in so definitely infNior 1~ JlONit ion. 
Furthermore, these same tendencies are al~o becoming manifl•st in thoMo Enropt>nn 
countries which had hitherto pursued a moderate economic policy. 

The feeling that certain countries are paying heed to their own inten•Hts ulone, and 
are making it constantly more difficult for the produce of other countries to enter tlwit· 
territories, and that they are artificially making it easier for their own surplus output to be 
dumped on the markets of countries whose frontiers are open to them- this feeling, I suy, 
will inevitably constrain the other countries to reconsider their policy; sooner or h~ter they 
will no longer be able to resist the protectionist forces that ure deYeloping within tlwm, 
and they will end by reorganising their commercial system. 

What reason is there·, it has often been asked, to complain of any particular comnwrciul 
policy! Every country chooses the commercial system which suits it best, nnd whidt 
it thinks best calculated to advance its de\'elopment. 

Up to a point this argument is irrefutable ; but those who use it do not l'calise the 
probable consequences of the fall of the last uncaptured strongholds of free trade. They 
exert in the European community the same moderating influence as certain treruls of 
opinion in any one country. As soon as that moderating influence has disappeared, 
commercial relations between European countries will be more than ever at the mercy 
of such immoderate demands as groups or parties, for private or electoral reasons, will 
most certainly advance, without giving tho least heed to international reactions. 

Even now, voices are being raised against any treaty commitment in the matter of 
tariffs, and any fixing of maximum duties. We ~re told that we must got .rid of tho~e 
hindrances and preserve complete freedom of actwn so far as concerns tariffs. If thts 
view prevails, it is easy to foretell the inevitable result. 

As I said in my closing speech at the last Conference, if certain passions that are now 
making themselves felt in connection with tariffs- passions that have hitherto been 
controlled by moderating influences, both national and international- are unchanged 
and freed from all constraint, they will dominate the futuro, and their domination will 
beyond question lead to a general tariff war in our part of the worhl. In my humble 
opinion, the effect of such a tariff war on the general European ~ituation would be very 
grave. 

Such are the dangers of the present situation. It is needless to say that all who are 
concerned for the fate of Europe should do everything in their power tn ward off the 
disastrous consequences of any increase in the competition in economic armaments. 

But is that still possible! 
In according a sympathetic welcome to rour dis_tinguished ChairJ?an's proposal,_ you 

have shown that you realise what Europe rmght be 1f human enterpnse could ponr 1tself 
out unchecked and what immense progress would result, not only for Europe as a whole, 
but also for ea'ch of the individual nations of Europe. 
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re all convinced of this ; and if an abstract convictio? were~ itself enoug:h 
I ~now I;f~ I do not doubt that this labyrinth of trenches, this mosaiC of econo~c 

to ~ett e pro m~di~m-sized and small _ every unit, however, too small to alloW: produ?hon 
umt:~~!:!e~n truly rational and modern lines - would rapidly be tra:n~f?rmed mto a smgle 
~~ft market. Hut we all know that behind the shelter of age-old .divid~g walls, cle /Mto 
situations have been created which we canno~ hope to overthrow m a day. 

I confess, however, that I could not understand t~e present C?m~tte.e's purpose if its 
ultimate aim- however distant-. were not tha~ wJ?ch I have JUst mdicated ; I know, 
of course, that long years, generatwns perhap~, still lie between us and ~h.e goal, and that 
we must go slowly, gradually, carefully arrangmg all the necessary transitiOnal stages. 

Those of you who are Foreign M~sters of European countries, do no~, ~ beg of you, 
if that is your aim, imagine that all th1s only c.oncerns your .colle3;gues, the ?t_linisters of Com
merce : do not think that you can afford to Ignore what IS taking place m the sphere of 
economic relations. 

Take care lest what is taking place in the econoU:U~ field shoul~ preclude! C?r at a~ events 
delayindefinitely, the realisation of your noblest politx.cal con~eptxons. Indxvxdual mterests 
are worthy of respect ; those·who defend them. are domg their duty ; but ~hey must not be 
asked to do more. It is mainly for the responsxble Governments, and particularly for those 
who have to maintain and improve international relations, to bring about a. better 
economic organisation of Europe. 

The picture I have just painted is dark indeed, I know. I think, however, that there is 
yet time to prevent at all events some of the dangers, provided that effective action is not 
delayed too long. I therefore venture to urge the necessity of taking the crucial opportunity 
which lies before us now -namely, to continue the bilateral negotiations at presentpreceeding, 
until a successful conclusion is reached - otherwise, I repeat, we shall have to give up the 
Commerci11l Convention too. 

Should these negotiations also ultimately fail, it would be impossible to put the 
Commercial Convention into effect or to maintain it in force at the end of each half-year. On 
the other hand, if these negotiations offer any chance of success, it will be possible to conclude 
a kind of armistice. The Commercial Convention is certainly not an outstanding piece of 
work ; nevertheless it at least introduces into commercial relations a certain stability which 
is necessary to enable fresh negotiations to be carried on, but which cannot be attained unless 
there is a manifest intention to reduce tariffs. These two objects influence each other to an 
equa.I degree. 

The dangers I have pointed out - dangex·s which, if not removed, will undoubtedly 
defeat the work of the European Committee - may yet be avoided, if prompt measures 
are taken to ensure the success of the bilateral negotiations that are about to be opened, 
and if, too, the Commercial Convention is put into force, through the favourable conditions 
which may be created, thanks to those bilateral negotiations. 

This Commission has undertaken the task of bringing the nations of Europe nearer 
together and providing for closer collaboration between them. Would it not be desirable 
in the first place to prevent those nations from drifting farther and farther apart f 

The very menace of a tariff war surely constitutes a serious obstacle to a closer 
understanding between the nations ; and consequently an improvement in the economic 
relations between the European States would seem a sine qu.a non if the aims which the 
European Commission has in view are to be attained. · 

I repeat : I am convinced that we can yet succeed if we are resolved to act, and to act 
quickly. . . . . 

The CHAIRMAN [Translation]. -You have just heard a masterly and eloquent 
description of a position which is difficult and, I will venture to add, somewhat discouraging. 
Th~ description you have just beard is lacking neither in clearness nor in frankness, and 
I smcerely thank M. Colijn for having brought us face to face with the difficulties of our 
task. . The statement we have just heard has made clear the imperative and urgent 
necessit,Y ?f the Union which we are seeking to achieve. We now see how necessary and 
urgent xt Is for us, in order to solve the difficulties to which reference bas been made to 
est~blish at. last between the nations of Europe that bond of common understanding. 
which has hitherto been lacking. 

In the first pl_ac.e, M: Colijn very aptly said that, if we expected him to supply us with 
a k~y to all our difficulties, we were doomed to disappointment. He expressed a truth in 
sayxl?g that, but he was too modest. None of us imagined that be would bring forward a 
mag~c key, for after all, ~~ are faced with numerous locks of varying degrees of intricacy, 
and some of them. cont~mmg several secret springs which are difficult to operate. What 
we want therefore 18 a kind of symposium - a school of locksmiths from which may emerge 
a. key capable of unlocking all the locks. 

ill That is our ta8k and I am bound to admit, and M. Colijn will agree with me, that it r h not be an eas~ ~ne. He appealed to the goodwill of the Ministers. for Foreiun Affairs . 
. ~e~hat.aJ?pcal w1U not result in the Ministers for Foreign .Affairs coming to ll~ggerheads 

Wit t e Ministers of Commerce, as the latter have their own ideas and do not like to have 
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~heir field en~roache{~ upon. Since, howewr, he has appealed to us, whose main duty it 
IS to ~ement mtern_ahonal friendship and endeavour to eliminate the causes of misuncler
standmg and conflict, I am sure that all my colleacrues will like myself hearken to his 

l 'I C li' "' • • • appe~ · ~· · o _Jn may rest· assured that we will make every effort to dis!'over some 
solutiOn. We ~ do all we can to pre'l'"ent any increase in the dang-ers to whi<'h he has 
referred ; we will d? _all we can to take advantage of the present atmosplwre which is still 
favourabl~ to _conCiliatory settlement. I say so because- and I do not think I shall 
be offending his mo~esty .- M. Colijn has, by his statement, made n Yalua bill contribution 
to the problem, whlCh will help us to achieve satisfactory rt•sults. 

I feel su~e I am speaking on behalf of all my colleagues in thnnking- l\1. Colijn wry 
warmly for his statement. I think it is due to him that we should open a diseu~~ion on his 
theses and conclusions. 

. On the proposal of Mr. HE~DERSoN, the Commissio" drcided to adjo•m~ the diso11ssio11 
tn order to enable the members to study .11. f'o1ijn's spett•h. 

THIRD MEETING (PRIVATE) 

Held on Saturday, January 17th, 1931, at 11 a.m. 

Chairman : M. BRIAND (France). 

5. Question of the Participation in the Work of the Commission of Eurol•rnn Sta11t•" 
not l\Iembers of the League. 

Dr. CURTIUS (Germany) [Translation]. - I wish to support the renHons advanced by 
M. Grandi yesterday in favour of his proposal. 

In its reply to the French memorandum, the German Government urged the deMimbility 
of inviting Turkey and the Union of Soviet Socialist Republics, that is to sny, the European 
States which are not Members of the League, to take part in our proceedings. 1'his is 
important, not only because we are considering here the poMition of Europe aA a whola and 
because these countries form part of Europe, but also because the moKt eHsentinl task for us 
at the moment is to find a solution for the economic clifficulties of Europe, and from the 
economic standpoint it is extremely important that the two countri~>s in qHtlstion should be 
represented at our meetings. 

I realise, of course, that there are objections to this proposal. But would not the 
absence of these two countries cause even greater inconvenience f Would it not entail 
difficulties of an economic kind in the search for the solutions we have in view 7 

Moreover, if I am correctly informed, the Union of Soviet SocialiHt Republics has already 
been invited some ten times by the League or by other international organH. It took part 
in the proceedings of the 1927 International Economic Conference: it was invited to the 

· Genoa Conference, and, during the discussion of economic matters at the Loague, it has 
often been pointed out- M. Colijn drew special attention to the point yesterday -that all 
action taken in the economic Rphere was the outcome of tho Genoa Conforence. Thill country 
likewise took part on a footing of equality with the other members in the work of the 
Preparatory Commission for the Disarmament Conference. It has also taken Jmrt in other 
work initiated by the League, and cannot therefore now be excluded. 

If, however, we wish these two countries to be represented at our meetings, it will not, 
I think, be enough merely to open the door to them. The Russians are very sensitive on 
certain points and they might say : " If the door is merely thrown open to us and we are 
not invited, that is a very ambiguous attitude and showR that our presence is not desired. " 

For that reason, I propose that we should send at once an express invitation to the 
European States not Members of the League, to take part in the work of the CommiHsion. 

M. MOWINCKEL (Norway) [Translation].- On considering the German proposal, I am 
led to wonder whelker it is not somewhat premature for us to deal at present with the 
question of sending an invitation to the European States not Member11 of the League. 

The Assembly last year took a perfectly clear decision. It stated : 

"The Assembly reminds them [the Governments~ that, _in 110 • far. a~ such 
co-operation may seem to them to be uHeful for the purswt of theu- enqwry, 1t Is open 
to them to conduct this enquiry in conjunction v.ith the non-European Members and 
with non-Member Governments. " 

• 
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The .Assemhly therefore expressly said that we .could contemplate such leo-operation if 
we considered it useful for the success of our enqwry. We have not yet, however, begun 
our enquiry. 

111 Government has very cordial relatiom with the Government of the Union of Soviet 
Sociali!'t Republics. ow: comm~rcial r~lations are good and I should be happy to see ve.ry 
close co-operation estabhshed with this g.reat coun~ry. Scarc~ly a wee!' ago t~e SoVIet 
1\linister in Norway paid me a visit and discussed ~th me va~o~s questwns which are of 
concern to the League as well. I spoke frankly to him and said W.hY does your country 
not enter the League f The Norwegian Government would welcome 1t there. " I may say 
that if at the next .Assembly a proposal were made to invite the Union and Turkey to join 
the Lea,.ue it would be supported by my Government which would gladly vote in favour 
of it be;au;e its adoption would result in added strength to the League. 

We have come here, however, to stu~y mai;'llY t~e e~on01nic q~est~on~ with '!l'hi.ch 
Europe is concerned, and if in order to assist our mvest1gatwns we thmk It nght to mVIte 
the Union of Soviet Socialist Republics and Turkey, I shall approve a proposal made on 
these lines but as our studies have not yet begun, would it not be better to postpone a 
decision regarding Dr. Curtius's proposal until, say, this afternoon ! 

In the next place, the Commission has before it a proposal from the D.anish Go':ernment, 
with which I am in complete sympathy, to set up three sub-comnnttees which could 
examine these difficult questions better than we could. In its proposal, the Danish 
Government says expl~citly that these sub-committees might, if they think it useful for 
their work, invite the non-European Members as well as the non-Member States to 
participate. 

To sum up, I think it would be difficult to send an invitation to the Soviet Government 
before the Commission has given its opinion and taken a decision on the Danish proposal. 
I consider therefore that it would be in conformity with the Assembly's decision to which 
I have referred, to adjourn Dr. Curtius's proposal. 

M. TITULEsco (Roumania) [Tran8lation]. - My Government would be very glad if 
the Soviet Republic could collaborate as closely as possible in the work of the Commission. 
In my view, however, its co-operation involves no question of principle: it is merely a 
question of expediency and, more especially, one of powers. In this connection, we must 
read carefully the mandate entrusted to us by a unanimous vote of the Assembly and 
see what we can do, in the event of its becoming clear that it would be expedient to send 
an invitation. 

I repeat that this is not a question of plinciple ; we should not therefore decide to 
exclude any State that can claim, for one reason or another, that it belongs to Europe. 
We have not to define Europe, because that would lead us into a controversy from which 
we should never escape. 

This is a question of expediency and· a question of powers. We must go back to the 
resolution of the League Assembly, in virtue of which we are meeting here to-day. The 
Norwegian representative has quite rightly read you paragraph 6 of the resolution. If 
you will allow me to compare it with paragraph 5, you will see even more clearly what 
was the .Assembly's unanimous wish : 

" The .Assembly invites the Governments of the European States Members of the 
League of Nations, acting, with the assistance of the Secretariat, as a Commission 

. of the League, to pursue the enquiry which has already been begun and of which the 
French memorandum of May 17th, 19301 and the replies thereto constitute the first 
elements. " 

It follows that the twenty-seven States here present were invited by the Assembly 
to study the question. The resolution then continues : 

" Reminds them that, in so far as such co-operation ma.y seem to them to be 
use~ul fo~ the ;pursuit of their enquiry, it is open to them to conduct this enquiry in 
conJunctiOn With non-European Members a.nd with non-Member Governments. " 

. .A~or~g t~ this resolution, non-European a.nd .non-Member Governments can work 
m conJunctiOn With us ; but they cannot be invited in the same way a.s ourselves unless 
the resolution of September 17th, 1930, is changed. ' 

If we ex~mine the question from the point of view of expediency and of our powers 
what do we. fm1l the pre.Kent situation to be f We are aijked to invite non-Member State~ 
to help us m the pursuit of an enquiry that has not yet begun. But we cannot invite 
th(~m ; we can do no more than to appeal to them to work in conjunction with us. It 
follows that, on one hand, the enquiry has not yet begun, and, on the other that we should 
a~ree 011 the meaning o[ the expreKsion "in conjunction" (en liaison). ' 
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I arrive at the following conclusion: No State should be exrlud!>d. Dr.Curtius's 
propos~! maY: be reverted to at any moment. .Meanwhile, I think we shall be more strictly 
m ke~pmg ~th the terms of the Assembly resolution if the twenty-seven St.ates .Members 
mentioned m that resolution begin the enquiry in question. 

Wh~n should Turkey and the Union of Soviet Socialist Republics be invited f .My 
answer 1s that they should be invited at the moment when, in the light of our future 
discussions, it appears expedient to do so. 

Mr. HENDERSON (British Empire). - There appear now to be two mot.ions bllfore 
~he. CommissioD: :. One ~y D!. Curt~us that the non-Member Europllan States should be 
mVIted to partiCipate m th1s enqwry, and the ot.her by the Norwt>gian repr~.>sent.ative 
that we should postpone taking a decision. 

I wish to support the proposal of Dr. Curtius, and, in doing so, I will ask you to note 
the arguments advanced by the Norwegian representative. He is in fan·our of doh1y1 
though towards the end of his speech that delay extended from a deciHion taken bl,fore 
luncheon to a decision taken after luncheon. I will leave it to him to say how our capacity 
to take a decision will be improved during the luncheon hour. I appears to me, however, 
that th~ decision might with advantage have been taken earlier, in other words, at ou1· 
last sess1on in September. We must remember that our decisions become public propert.y, 
and we have to keep in mind the effect which the publication of a resolution such as that 
adopted at the Assembly is likely to have upon the non-Member European Stl}tes. I am 
sure that, if we were to look at matters from the other person's point of view, we should 
probably regard a decision which had been made public, such as that we adopted at the 
Assembly, in a different way from that in which some of the delegates appear to bti rl'garding 
it this morning. 

If we tell public opinion that we have the power to invite, and if we do not invite, but 
say that we must delay our decision, as is proposed in l\1. Mowinckel's amendment, what 
will be the effect upon the Government of Soviet Russia or of Turkey f The position is 
the more surprising in view: of the fact that the mover of the amendment told us that his 
country was on very friendly terms with the Soviet Government. I can only say that my 
Government maintains as friendly relations as the other Government will Jlermit ; but 
when a delegate professes that his Government is on very friendly terms with the other 
Government, those friendly terms should, it seems to me, be expressed in a decision one way 
or the other, and the issue should not merely be held up for some future occasion. 

When referring to this subject yesterday, I said that we should have to decide whether 
we were to invite the non-Member European States to join us for special questions or for 
all questions. I have come to the coli.clusion that we ought to invite them to aHsiHt on 
exactly the same basis as the rest of us who are associated in this gathering ; if we intend 
to do so, we cannot, in my opinion, do it too soon, and we should do it generously. I 
understand that that is the motion proposed by Dr. Curti us, and if a decision bas to be taken 
between delay and action, I intend to vote in favour of action being taken at once, and of 
our invitation being as generous as possible. 

There is another aspect of the question which I think we should notice to-day, because 
the argument which I have just advanced about publicity applies not only to the non
Member European States, but also to the non-European States. The Assembly resolution 
as we have already been reminded, makes it quite clear that we are to conduct our enquiry 
in conjunction with non-European Member States and with non-Member Governments. It 
seems to me that that is a very general reference, and while we are in private session to-day, 
we ought, I think, to decide whether we can not go a little further than Dr. Curtius has 
suggested and consider at once whether all the States, non-European l\Iembers and non
Member Governments, should not be invited, in order to give them an opportunity of 
saying whether they would like to co-operate with us or not. · 

As I understand the position, the ideal and the spirit of the League is to include 
everybody and although some have chosen to be in and have chosen to go out, and some 
have chos~n never to come in, I think we ought always to put our ideal first, our ideal 
being the greatest measures of co-operation amongst all Sta:tes. We should never cr~ate 
the impression that we are prepared to keep anybody outside the momentous questwna 
which we have to consider in this Commission. 

While therefore I suggest that Dr. Curtius might be prepared to consider extending 
his resolutfon in the direction I have indicated, I shall vote, if a vote is taken, in favour of 
his motion. 

M. MAmNKOVITCH (Yugosla~J [Tr~nslation]. -.T~e ~st ques~ion which arises is 
whether we have the power to inVIte certam States to s1t m this Comnnttee. Mr. Henderson 
has proposed that an invitation should be extended to all States whether Members of the 
League or not. 

I do not think, however, that we have the power to ~o that. r We have not ~een gra.nted 
the right to enlarge the Committee by our own authonty. "e are not an mternatwnal 



-22-

f R f ·ence has been made to the fact that certain Conferences addressed con erence. c e1 d f G t 
· 't t' s to non-':lember States · but those were Conferences compose o overnmen 
lDVl a JOn JJ. ' • • f ,.T t' t • • t 

t t ·ves We are merely a Comnnsswn of the League o .._,a 10ns, se up m VIr ue 
represen a 1 • h ·t· f tl 't · ht of a resolution of the Assembly. The Assembly understood t e pos1 1on per ec y; 1 nng 
quite well have set up a commission on which all Governments would have been represented 
whether they were Members of the League or not. 

M. Mowinckel's proposal is a very reasonable one. According to l\:1. Mo:winckel, before 
we decide on the proposal before us, we ou~ht to be.gin t? study th~ quest10ns that ~ave 
been submitted to us. It is probable that, durmg the d1scu~s1on of the first of these quest10ns, 
we shall realise that it is necessary to have the collaboratiOn of the non-Member States, and 
consequently we shall take the necessary decision at that moment. Such, in my opinion, is 
the procedure we should follow. 

As regards the invitation itself, I do not think it is our business to send it directly to the 
Governments concerned. We shall have to communicat~ our .decis~on to the s.ecr~ta~at 
so that the latter may inform the Assembly of the Council, which wlll send the mv1tat10n 
to the non-Member States. 

I know that there was a certain feeling of anxiety last September that this Commission 
might become a body independent of the Leag~e. Fears were expressed th!l't our activities 
might undermine the League. Personally, I did not share these apprehensiOns, but I must 
admit that if we send the invitations to the various Governments ourselves and take upon 
ourselves the liiJerty of enlarging our Commission, we may become a League competing 
with the League of Nations, and find ourselves working on parallel lines and studying the 
same questions. I think then that we should conform more closely to the Assembly 
resolution and should accordingly adopt M. Mowinckel's proposal. If we think at any 
given moment that we ought to secure the co-operation of Governments that are not 
represented here, I think we should inform the Secretary-General of our opinion, so that he 
may submit it either to the Council or to the Assembly. Otherwise we shall have to find 
another method of getting into contact with the non-Member States, but this ought not 
to be by means of a decision taken by ourselves on our own authority to enlarge our 
Commission. 

M. MICHALAKOPOULOS (Greece) [Translation]. - In its reply to the memorandum 
of the French Government, the Greek Government expressed· the view that it would be 
useful to invite Turkey to take part in our discussions. It is the opinion of the Greek 
Government that, from the economic and even from the geographical point of view, Turkey 
belongs to Europe rather than Asia. Other Governments asked for the participation of 
Soviet Russia. The Assembly therefore found itself faced by proposals of which the 
guiding idea was that Turkey and Russia were connected with Europe by their history and 
economic relations ; the Assembly also found itself faced by a proposal providing for 
possible collaboration with non-European Members. It was thought that a certain elasticity 
was necessary in the composition of the Commission and that the possibility of collaboration 
with non-European Members should not be precluded because, as everyone knows, the 
economic system is neither national nor European, but worldwide. 

In my opinion, it is because the Assembly did not wish to commit itself about the form 
of this collaboration that it used the word "conjunction " (liaison), and we all realise that 
the question of deciding when non-European Members or States non-Members of the League 
should be invited is one of expediency. 

Another question now arises, that formulated by ?.I. Titulesco - namely, what shall 
be the form of this collaboration, of this liaison! For example, is it conceivable that the 
non-European Members might form a separate body and that the only liaison between us 
would be similar to that which exists between two army corps! I do not think so. Is it 
conceivable that the Commission should confine itself to communicating its decisions and 
conclusions to the non-European Members and States non-Members of the League, and that 
they should merely be asked to communicate their point of viewY In that case we should 
never finish our work. The simplest and most natural way is to allow these States to attend 
our meetings. 

But when! I think we must make a distinction. Among the States we can invite 
a~e some w~o may be considered as belonging to the European structure because of their 
h1sto~y, the.1r relations with Europe, or their economic systems. Those are the States 
ment10ned m the proposals made in reply to the French Government's. memorandum. 
Then there are other States belonging to the world economic system, and, so far as these 
are concerne~, we might postpone our decision by saying that they might also be invited to 
co-operate w1th us at a later date. 

~I. :riTULEsco (Roumania) [Translation]. - I also.think that there are not ten different 
econoffilc problems but a single one, which is worldwide. It is my opinion, and I have 
~l!·e<ody sa1d so, that a day will come when this worldwide problem will have to be dealt 
w1th b): a world conference. But this world conference lies in the future. Apart from the 
wo~·ld~\·ule probl~m, t~ere are regional l?roblems which go to make up the whole problem; 
there ~re the regwna.lmtercsts of what IS known as Europe. The world conference bclong11 
to the future, the European Conference to the present. 
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What is our best. method of work! Should we immediately convert this Conference, 
convened to settle regional problems, into a. world conference! I think not. Even if this 
Conference works in conjunction with non-Member Statl's it has only a. EuroJlN\11 task to 
deal with.. I h~n bel'n ca.rl'ful to say that no State shouid be ucludl'd, so that the other 
States ~hich clam1 to be Europl'an may join our Commission. It rl'nu~ins to be dl'dded in 
w~a~ mrc';lmstanccs they should be allowed to do so, for the expn•ssion " conjunetion " 
(ha1son) IS not tantamount to the expression "invitation ". 

. As the world conference belongs to the future, whereas the European Conferenre is in 
ens_tence now,. the best way .o~ working is that the Commission in its present form should 
begm the enqwry ; when defirute problems show us that the collt\boration of non-1\Iembt•r 
States is necessary for. our European work, we will convene them. 

That seems to me to summarise all that has been srutl. Differl'nCE'S of opinion have 
been ~xpr~ssed, ~ut there have also be~n points of contact. The gr~.>at thing is to arrange tho 
questwns ill the1r proper order, both ill spac.e and time. 

Dr. CURTIUS (Germany) [Translation].- Will you allow me alNo to intorpl'l't t.lto texts 
before us ! I think we have strayed a little into dialectical intricacies. The su~~est.ion 
made by the Italian, German and other Governments were clearly mNmt to sl'cure the 
participation of the Union of Soviet Socialist Republics and Turkey, both because of their 
general relations with Europe and their economic relations with the EuropNm 1:\tat.t•M. 
Those were the suggestions before the Sub-Committl'e which dealt with this qtwMt.ion, 
and also before the Assembly itself. For that reason, the ml'aning of the rt>Holution adopttld 
by the Assembly is that the fullest liberty should be given to our CommiMsion to dct'ide 
when, and in what circumstances, we should appeal to these countries to c.o-operate with UM. 

As regards the form of the invitation (in the technical stonHe of the word, to be Mont by 
the Secretary-General, I have no absolute preference, but I do not think that the 
observations of M. 1\Iarinkovitch are well grounded. If we have the r·l~ht arul aiHo the 
obligation to ask these European States to collaborate in our work I think we have the 
power, as a Commission, to send them a communication or an invitation to do so. 

As regards the form of this liaison, I do not think it should bo a liuiHon in a Kmnll 
Committee, but a. real liaison, here, round the Conference table, on a footing of equa~lity 
with all the other members. 

Reference has been made to the possibility of adopting certain rE>Kolutiona and 
communicating them to these countries through diplomatic channels. This is not the 
kind of liaison that should be considered in the present case. 

I do not think that co-operation would give rise to any practical difficulties; but 
.we shall have to know at what moment we are going to appeal to these two States for their 
participation and collaboration, and also to decide if we consider this collaboration desirable. 

As regards the date, I think that after hearing M. Colijn's statement ye11terday we are 
already well embarked on our economic work becauHe his statement raised the que11tion 
of economic problems in their entirety, and I think that we can only settle our difficulties 
with the collaboration of Soviet Russia. and Turkey. In my opinion, it is high time to send 
these countries an invitation to collaborate with us. 

As regards the expediency and value of their collaboration, I think that we 11hall 
all agree that if we wish to settle these problems, these two countries will have to join us. 
If we do not come to a decision to-day to invite them to take part in our work, it may 
happen that these States will refuse their co-operation, at a later date. I therefore consider 
it absolutely necessary to invite them now, and to the question of expediency I reply in 
the affirmative. 

?.I. Titulesco has said that we could not consider the collaboration of non-European 
States non-Members of the League on the same footing as that of European non-Member 
States, since the position of non-European States Members of the League is quite a different 
one. I think this observation is justified, and I agree with him. Since non-European 
States are no more than observers. it is quite obvious that this distinction should be made 
between European non-llember States and non-European non-Member States. 

Mr. Henderson has asked me to extend the scope of my proposal. I am in complete 
agreement with him on this point; I merely ~ake ~he_reser:vat_ion that I should have time 
to submit an adequate draft, but I agree With him m thinkmg that, as we are about to 
examine the question of participation, we ought to ex~ress our opinion at _the same time 
on the participation of overseas States, such 88 the tTmted States of Amenca and others. 

I must reserve one further question, which alway11 ari11ea when a big conference is to 
be formed- namely, the_parti.cipation of.Da~ig. I ~hall get into touch with the Polish 
delegation, which is espeerally mterested m th111 questron. 

Dr. Ml"NCH (Denmark) [Tran'llation]. - It appears to me ~ha.~ o~r CommiRsion is in 
a rather difficult position with regard to the question of the InVItatiOn of non-Member 
States. If we send those States an invitation to-day, we run the risk of a refusal. So far 
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as I know there have been no private conversati?n~ with the Stat.es in question.· 1\1. Grandi 
told us y;sterday that he did not know the op1mon of these ~overnments. <?n. the _oth~r 
1 . d if we reject the proposal of Dr. Curtius and l\J. Grandt we may put difficulties m 
t~: .;.ay of the future participation of these S~ates. Tha~ wo~d be very regrettable. 

· we are certainly all agreed on the necessity of sec~ng, m one w_ay .or another, the 
co-operation of these States which represent ~alf of our continent. By -reJectmg the proposal 
we may furnish further arguments. for an.tt-League pr?paga~d:"-

This morning's discussion, dunng w~ch very_ yan~d op1~10ns have been expressed, 
shows that it is very difficult to take a final declSlon tmme_diately. Fo~ that reason, I 
wonder if the proposal of the Danis~ G?v:ernment that certam sub-comnnttees should be 
set up is not a good way out of this dif~ICulty. . . . . . 

.Among these sub-committees there will certamly be one to dea.l With the orgamsatwn 
of European co-operation, the first task laid upon us by the .Assembly last September. 
The collaboration of the States in question would certainly be a most appropriate subject 
for this sub-committee to consider. 

I do not know if the same would apply as regards another sub-committee which would. 
have to deal with economic questions. It is obvious that the economic system of the 
Union of Soviet Socialist Republics is of vital importance for the economic systems of 
other European States. But this sub-committee would first have to deal with questions 
of commercial policy and the efforts that should be made to conduct the commercial policy 
of the various European States on more liberal lines. In this respect the situation in the 
various European countries is completely different from that in the Union of Soviet Socialist 
Republics, which has an economic system in which the question of a liberal commercial 
policy does not arise at all, since it is the State that buys and the State that sells. 

If these sub-committees are set up, it may be supposed that at least the sub-committee 
for the organisation of European co-operation will invite the States in question to take 
part in its proceedings; and that will be a beginning. 

Care should be taken, however, not to run the risk of giving offence to the Governments 
in qut>stion or receiving a refusal from them. It would be best to have private conversations 
with them before the invitation was sent in order to make certain how they would welcome 
such an invitation. . · 

I do not know when it is proposed to hold another general meeting of our Commission ; 
but it would be useful before our next meeting to get into touch with these Governments, 
since we should then have sufficient time to come to an agreement with them and perhaps 
also, by means of private governmental conversations, to arrive at a better measure of 
agreement between the members of this Commission. 

In any case, it would be very useful to decide upon oru· method of work before taking 
a decision on a question on which it appears we are not agreed. It will then be easier to 
see by what practical means we can secure the collaboration of the non-Member States. 

Only Turkey and the Union of Soviet Socialist Republics have been mentioned in 
this discussion. I would remind the Commission that Iceland is also a European State 
non-Member of the League of Nations; it would be expedient to communicate with her 
at the same time as with the other States. 

The continuation of the discussion was adjourned to the next meeting. 

FOURTH MEETING (PRIVATE, THEN PUBLIC). 

Held on Saturday, o1anuary 17th, 1931, a.t 3.30 p.m.-

Oha-i1·man: M. BRIAND (France). 

6. Question of _the Participation in the Work of the Commission of European States non-
1\lemhel'!l of the League (continuation). 

The C~AIRMAN [Translation].- This morning you gave me permission as French 
rel?resent~t1ve, to exp~ess to you my opinion in regard to. the problems before ~s. I will do 
this. as q~1ckly as postubl~. At t~e same time, you must be well aware that the subject being 
debated IS of t~e very. highest Importance and we have very carefully to gauge its entire 
s~ope,. and all Its bearmgs and consequences, which may be more serious than appear at 
f1rst Kight. 

In .the ~e~ate which took place this morning, it was gratifying to note that we all 
agreed. m prmc!ple on. the necess~ty of getting into touch with the representatives of other 
countnes, and, m partiCular - th1s was the main point discussed - with the representatives 
of E.uropean States non-Members of the League of Nations. I must say, however, that the 
~~otJOn put for:ward b;y M. Grandi a.nd supported by Dr. Curtius a.nd Mr. Henderson raises, 
. ~hili~ g.enerality of 1ts terms, a. twofold problem, constitutional on the one hand and 
JUns ct10nal on the other. 



-25-

What is this body a~ constituted by the last .Assembly! What 1\re our terms of reft>n•ncet 
Th«: Assembly thought It nry desirable to st•t up a Commission of Enquil-y for Enropean 
Umon. 

This Commission, as is stat~d in the unanimous resolution adopted by the Assembly 
on September 17th, consists of " the representatives of European Governmt>nts l\It>mbers of 
the League". Working therefore with the Secretariat it bt"comt>s an ordinary Commission 
of the League of Nations. Unlike the Disarmament Commission or Nll'tain otht•r t~:~chnicnl 
Committees, its enquiry, be it noted, is not limited to any particular probll.'m. Porming 
part of the Leagu!' of Nations, of which it is an organ, our Commission may take up all the 
pro_bl.ems dealt With by the League itself, it may opt"rate in every spht>re of intertmtionnl 
actiVIty. The only limit to its enquiry is a geographical one. Such is the situation cn•ated 
by th~ .Assembl~ of the League. The League, through its Assembly, told us moreonr that 
yre rmght ~tab}.ish contact .with other countries so fm• as we considered it expNlient. For 
m.stance, we rmght work y;tth non-European l\Iemhers of the Lt"ague, we might al8o work 
y;tth Europe~n States which do not form part of the ~ague. I think we could el·en get 
mto touch With other States that are neither European nor l\Iembera of the League. But 
does that mean that we can bring these people into our Commission and m1~ke them pnrt of "' . 

. I cannot imagine that the .Assembly ever intended that. The AssNubly could not 111\ve 
given us such power; otherwise, what would happen to the Commission if we lnt.roduct•d 
so many other elements! It would become a larger body than the League ltMt.U. It would 
have more 1\Iembers than the J .. eague itself. It would form, side by side with the Lengue, 
a sort of competitive body, an eventuality which it has always bt>tlll our deRire to avoitl. 
We have been anxious, on the contrary, to work within the League, as pnrt of tbe League 
with its usual organs. -

The motion submitted introduces into this CommiMsion once and for all, without any 
limitation of time, and at the very beginning of our work the European nations which are 
not Members of the League, and it leaves the way open for bringing in all other countries ns 
well. This would result in a disequilibrium which the .Assembly ct•rtalnly ne\'N' 
contemplated ! 

The Assembly enabled us to invite, in 80 far a8 we mi~ht consider it <leHirabltl1 the co· 
operation of European States not Members of the League. But it dcMircd th1't we ourHelvcs 
should be judges of the expediency of such co-operation. It stated that expresHly. 

If, therefore, at the very beginning we issued to the various States an invitation without 
any limitation as to time or scope, we should be abandoning this faculty to judge the 
question of expediency which the Assembly deliberately granted us in order to assiHt our 
work. We cannot do that. 

Why did the .Assembly raise the question of expediency! Surely because there are some 
points where the proposed contact could not very well be sought. Our OornmiHHion, as I 
said, is entitled to bring up any and every problem dealt with by the League of N atlons. 
Suppose we were carried away by our inclination to seek wider co-operation, an inclimLtlon 
which I myself feel T Suppose the invitation were sent out and were, pt>rchance, received 
with gladness and courtesy, and these countries came to the table. We might be all 
discussing an economic question. Good. But we are entitled to bring up any and every 
problem. Suppose we were discussing some article of the Covenant, and we had to interpret 
that article. .Article 16 happens to occur to me, but others might be quoted, Indeed all 
might be quoted ! Representatives of the Soviet Government would be sitting with us 
discussing the most delicate interpretation of an organic article of the League I 

It is sufficient to define the problem, to settle it. 

Other questions, for instance, the question of passports, might arise. Do you think 
that co-operation would be easy on a subject of this kind T 

What would happen T Far from facilitating our work, we should have complicated it; 
far from creating a calm atmosphere which we are endeavouring to do, acting on the 
invitation of the .Assembly, we should have conjured up heavy clouds which would be very 
difficult to dispel. 

I therefore think it is very nec~sary to keep within our terms of reference. We must 
not by any means abandon the idea of calling for. that co-operation which is contemphLted 
by the .Assembly : but to what extent and in what way should this co-operation be realised f 

l\Iy country also maintains relations with the Soviet Republics. I do not propose to 
discuss the efficacy of such collaboration, nor measure the deg;ee of. courtes;v within ~hich 
those relations are maintained. There are ups and downs, as m allmternatwnal relatwns. 
I might sav that our relations Ti,th the Soviet Republics give us perhaps rath?r more 
surprises than the other int~national relations. However, that may be, relations are 
maintained and we must utilise them as best we can. 

Nevertheiess, if we wish to establish a connec.tion between a Committee o_f t~e 
League and Soviet Russia, the desire must be ree1pr?cal. It tak~s two to mam~am 
cordial relations. I see that we are disposed to ~ake part m the most fnendly com:ersa~1?ns 
but I am. not certain that we have yet rece1ved an assurance that such a dispo81twn 
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· th ther 81"de I even noticed that our colleague, M. Grandi, commenced, with 
exists on e o · . " I k ti I d t know h w his reat and habitual prudence, by saymg: ma e_ a reserva on. o no . o 

~ •t t" n will be received I can guarantee nothmg. I can only say that, If made, I 
our mv1 a 10 • • "th th t 1 hop it will be well received ". I qmte agree WI a . 

But _ Rincc anything is possible - our invitation might_ be received with a _degre~ of 
coolness which, owing to the publicity givt;n to the matter, rmght be somewhat disturbiJ?-g· 
We have not the right to expose the prestige and authont;y of our twenty-se_ven countnes 
to a rebuff which, when all is said and done, would be disagreeable. It ~ght b~ useful 
propaganda for the other side - but we have hardly created our Uwon, With t~e 
encouragement of the League Assembly, for that purpose. We must therefore take certam 
precautions. 

I think in short that we should be keeping closer to the spirit of the Assembly resolution 
if we extended our 'invitation only in respect of certain definite subjects. For instance, 
in beginning, as we have just done, to consider the economic prc;»blem, we might tell ~he 
European nations not Mem~ers of. the Lea&'ue that we were qmte prepared to establish 
contact with them and receive their suggestwns. 

When once that has been done to prove our goodwill, I think we might invite our 
Secretariat to get into touch with these nations, inform them of the Assembly resolution, 
and ask them how they themselves regard the possibility of contact and what subjects are 
of particular interest to them. They would then indicate to us : the problems which they 
would like to discuss with the European Union. Each subject would automatically be 
limited as the programme of studies was prepared. 

In this way we should avoid the possibility of receiving an unfavourable reply ; the 
next Assembly could not reproach us for having exceeded our terms of reference, and I 
think that the general tendencies which have taken shape this morning on the question of 
principle will be fully satisfied. 

M. GRANDI (Italy) [Translation]. - The statements we have heard have brought out 
two points very clearly. All the members of this Commission would seem to recognise the 
desirability of inviting European non-Member States to take part in our work. Certain 
delegates, however, think it would be preferable to subject our invitation to certain 
conditions. It may therefore be said that we are practically agreed as to the desirability 
of inviting these States to work with us, but we are not agreed as to whether they should 
be placed on a footing of equality with the other Governments represented on the 
Commission. 

I would venture to draw my colleagues' attention to the fact that we are now about 
to decide a very delicate point. I would also venture to remind them that, at the first 
session held in September 1930, M. Briand read us a memorandum from the French 
Government containing the results of the enquiry which that Government had conducted. 
The report contains the following passage :1 

" All these opinions seem to show that there is no division on any point of 
principle in connection either with the participation of the European States which 
are not Members of the League or with the question of relations with extra-European 
countries. The Governments will therefore find at their first meeting no serious 
obstacle to the satisfactory solution of a question which the League itself has already 
had to solve. " 

The Italian Government wonders what are the facts which caD have modified this 
seemingly unanimous opinion held at the first session of the Commission. We should be 
absolutely frank on this point. If we communicate with States non-Members of the League 
and if we do not invite them to come here on a footing of absolute equality with the other 
Members, we should appear to be sending an invitation to these States, knowing in advance 
tha~ it_ co~d not b~ ~ccepted ... In point of fact, which of our Governments would accept 
an mVItatwn contammg conditwns as to the time of the invitation and the questions to 
be discussed f 

I_ have listened mo~t attentively to the observations made by our Chairman and, on 
referrmg to the resolutwn submitted by the German and Italian Governments I must 
co!lfess that_ I am nc;»t terribly concerned at the fate which may await our invi1 ~tion. In 
this connectw_n,_ I think we ought to make it clear where the responsibility lies. We ought 
to prove that 1t IS not w~ ~_ho intend to divide Europe, but that by making the first advances 
we leave the responsibility to those who may perhaps decide not to accept what 
Mr. Henderson calls our generous offer. • 

That w!~uld make clear who is showing goodwill. We all know that the Commission 
has very Wide terms of reference, but we must not forget that this is a Commission of 

1 
•• Document& relating to the organisation of a system of European Federal Union " page 72. 
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Enquiry which cannot take any decision that is not ratified by the or!mns ot the Lea.,.ue 
- the Counc~ _and the Ass~mbly_- so that there is no need to take :ny undue acco~nt 
of the. probability of a hostile attttude towards the problems we are considering. In that 
case, _1t would be for the Council of the League and for the Assembly to examine these 
quest10ns once more at some meeting not attended by non-Member States where the whole 
problem could be considered in the interests of the League of Nations alo~e. We therefore 
beg our colleagues to examine this problem in the light of the responsibilities of the European 
States represented here. 

The resolution which the German and Italian Governments have submitted officially 
after this morning's meeting was worded as follows : 

" The Commission of Enquiry for European Union, 
"Having regard to the resolution of the Assembly of the League of Nations of 

September 16th, 1930 ; 
" Considering that the co-operation of non-Member European States may be 

useful to its enquiry; 
"Decides forthwith to welcome such co-operation and invite the Governments 

of the said States to participate therein. " 

There is nothing to prevent us in the meantime from continuing our work, but the 
representatives of Germany and Italy simply ask you to take such action on this resolution 
as it deserves. That would be a first example of European co-operation. 

M. MoTTA (Switzerland) [Translation]. -I hesitated for a. long time before deciding 
to take part in this discussion. I do not forget that my country enjoys the very great honour 
of being the headquarterR of the League and I am aware of the obligations which this 
honour imposes. It is quite evident that if the majority of the Commission decides in favour 
of this co-operation in the form proposed by certain representatives, my country could 
adopt only one attitude- namely, to raise no objection to the wishes of the majority. 

Whatever our individual feeling may be, and even in spite of the fact that tho Swiss 
Confederation has never wished to establish diplomatic relations with one of the States 
in question, it is clear that the League must enjoy full liberty of action, and the country in 
which the League's head quartersare situated could not put any obstacles in the way of the 
solution which the majority of States Members conllidera necessary. 

It is not my intention therefore - and in this I associate myself with our colleague, 
M. Titulesco - to place a ban on anyone, but I think that a very serious constitutional 
-or if you prefer it, jurisdictional- question, has been raised by M. Briand, and I also 
wish, after the remarks which have been made in this discussion, to explain my attitude on 
this point. 

Before doing so, I would beg to remind you of a. fact which Ia not unimportant. The 
Assembly resolution was voted without any preliminaries. It was never diHcussed in any 
Committee. Personally, though my attitude may be of little interest and may even be 
regarded as unfriendly, I thought that it would have been better to have followed the 
usual course and to have submitted the draft resolution to the Sixth Committee. For reason& 
which had to be respected and to which, on behalf of my country, I bowed, the resolution waa 
voted without discussion in Committee. It would not therefore be quit.e correct to say that 
any Committee or Sub-committee considered the resolution from the particular standpoint 
of the co-operation of States Members and non-Members. 

That being so, the constitutional question is of paramount importance. Those who have 
carefully studied, as we have all studied, the replies of the Governments to the French 
Government'sl'rlemorandum, must have been struck by the fact that the main preoccupation 
of all Governments was to make sure that the future organisation should never directly or 
indirectly come involuntarily into opposition with the organisation of the League. The 
dominant thought in the Assembly was this : A Enropean Commission if you like, but a 
Commission forming part of the League of Nations. No special mechanism extraneous 
to the League. 

This is first and foremost a Commission of the League of Nations. If I may say so to 
l'rl. Marinkovitch, it is a Commission independent of the Council. I do not admit that our 
discussions should be subject to examination by the Council. This is an autonomous 
Commission but a. Commission of the League. 

This Commission is not limited as to time or jurisdiction. We might even one day discuss 
the Articles of the Covenant. Reference has been made to Article 16 : some other article 
might come under discussion as well. ~he deliberations of the Commission therefore are 
of primordial importance to the very ex1stence of the League. 

Under these circumstances, could we possibly agree to invite other countries not 
Members of the League to sit with us on absolutely equal terms f We should be running 
the risk of distorting the very nature we wish to <;onf~r on all the s~udie~ for E~opean 
Union by converting the idea of t~e European Uwon mto a concept10n lymg out8lde the 
League of Nations. Nobody, I think, desrred that. 
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Th h 't is perinissible therefore that in certain definite circumstances a!ld for 
certain °:e'hni

1
te problems, w~ should in~te c~-operation, it is obviously not possi~l~ to 

11 States non-Members of the League to ~it as full members of the CommiSRion. 
~~e :~f; ·way open to States which take an interest in our work is to become Members 
of the League itself. 

That is why I personally think iu all sincerity and solely from the fir~ standpoint 
of our earnest desire to work for better European organisation, that if .there IS to be any 
co-operation, it can only take place in the form suggested by our Charrman. 

M. TITULESCO (Roumania) [Translation]. - I think we mi_g~t reach ~ unanim<?us 
decision if we had before us a definite text of a resolution su~mansmg the pomts on which 
we are agreed because as I said this morning, there are pomts of agreement ~mong us 
than of disagreement. 'I therefore venture to submit the following draft resolutiOn : 

"The Commission of.Enquiry for European Union, 

" Asserting its intention, in accordance with the Assembly resolution of September 
16th, 1930, of carrying out its work with such assistance as may be ·necessary for the 
progress of that work ; . 

" Expresses the desire to secure the co-operati<?n of non-Member Eur~pean S~at~s 
in the examination of the results of the Economic Conference, a questiOn which Is 
already on the agenda. 

" Wishing to ascertain the feeling of the non-Member European States with 
regard to .this co-operation, the Commission requests ~he Secretary-General, to 
communicate to the States concerned the Assembly resolutiOn dated September 16th, 
19301 and to ask them to state on what questions they consider such co-operation 
to be desirable. " 

Mr. HENDERSON (British Empire). -.I have not risen to submit another resolution. 
I do not believe that wisdom always lies in a multitude of resolutions. I have risen to make 
a suggestion. If we could pass from the general to the concrete, we might be able to 
reach some agreement, and I am anxious to know what would be the attitude of this 
Commission to inviting some of the non-European States to study the great problem 
brought so eloquently before us yesterday. 

There is scarcely any problem of greater importance to all of us to-day than that of 
the present world economic situation. That problem is in no way restricted to Europe. 
A great deal of water has flowed under the bridges since our Chairman, on behalf of his 
Government, first called us together in 19291 to consider this subject. He could not 
foresee, nor could his Government foresee, the awful economic position in which the world 
would find itself in January 19311 but we are compelled to face that situation. I am not 
sure that even in September last there was not an idea of this, because the Assembly 
resolution contains certain words which I am going to quote, but which were not in the first 
·draft of that resolution and must in consequence have been included for some reason. 
Those words are : " In so far as such co-operation may seem to them " - that is, to the 
members of this Commission - " to be useful for the pursuit of their enquiry ". 

Are we only to hear M. Colijnt Is that the end of the matter, or are we to subject this 
question to what I hope will be a very searching enquiry in order to ascertain how far 
we can co-operate! If we do intend to have such an enquiry, is there anyone who doubts 
for a single moment that we. must have the assistance of the Powers referred to in the 
resolution submitted by Dr. Curtius and M. Grandi, or who thinks that their assistance in 
the study of this matter would be otMr than useful! 

Unless we decide that point to-day, unless we decide to extend to the States in question 
an ~nvitation to join us and study this one question, the opportunity may be lost for ever. 
W~st I hav~ much sympath~ with the position stated by the Chairman, I think it is just 
possible that if we could appomt a sub-committee and adjourn the matter for a few hours, 
we. sh?uld probably reach an agreement, provided we are ready to seize this opportunity, 
to mVIte these Powers to co-operate with us for this special purpose of studying the present 
world economic situation. · 

T~s would be. an experiment. It !night be a very useful experiment. It might be so 
~ucatl?nal th!l't ~Ither we should feel afterwards that we should be making a Inistake 
if we d1d not mv1te these States to participate with us when considering other subjects, 
o~ we should never want to have them here again. I have had a little experience in dealing 
With some of those whom we !night invite here and I do not delude myself with the idea 
that we shall hav~ the ve~y best of bedfellows. But that should not deter us from trying 
to secure proper mternatwnal co-operation which in my opinion is the basis of all the 
Le:gue:s wor~. Would i~ not be possible' to amalgamate our Chairman's idea and the 
au..,gestJO;D wh~eh I have Just made, and so reach an agreement, which would be better 
than havmg a few votes cast on one side or the other! I think we Inight ask those responsible 
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for the resolutions to consult with the Chairman and see if they cannot produce a text which 
would probably be unanimously accepted at our next meeting. 

Mr. Henderso»'• proposal teal adopted. 

T."M Commission decided to appoint o 1vb-committee for tAil pvrpose comistiflg of the 
followa"g member•: 

M. BRIAND, 
Dr. CuRTius, 
Mr. HENDERSON, 
M. GRANDI, 
M. TITULESC01 
M. MOTTA. 

(The Commission went into public session). 

7. Econ.omie Situation. Discussion in connection with the Statement by 1\1. Colljn, 
Pre•ndent of the Second International Conference with a view to Concerted Economic 
Action. 

. Mr. HEN'CF.R'lOJ"!. (British Empire). - I feel sure that everyone h11re was deeply 
unp~essed by M. CohJ.n's maRterly speech. In opening the discussion, I desire to express 
to him my deep gratitude for his clear and arresting statement, and to assure him that 
he will receive the fullest possible support both from myselt and from the Government 
which I have the honour to represent. 

Th~ question .of the~e economic negotiations over which 1\I. Colljn baa presided with 
such skill and patience, lS not new to any of us, though I frankly confess that even I -
although I am a colleague of the President of the Board of Trade - was unaware, before 
I heard M. Colijn's spe0ch, that the case was so strong. 

May I briefly refer to the order of these events! M. Colijn began with the Economic 
Conference of 1927, and reminded us that that Conference had reached certain very 
definite conclusions. The central theme of those conclusions is, as he said, that trade 
barriers, and in particular Customs tariffs, are too high and ought to be reduced. The 
Conference urged that if the nations were to achieve that economic prosperity which 
might be theirs, the barriers to international trade must be reduced. The details of that 
Conference may have faded from our minds ; but we do remember that it was a 
Conference of the highest possible authority representing every shade of economic thought 
and every variety of business and economic interest. Indeed, it may be said that because 
of its great authority the Council and the Assembly accepted the Conference's conclusions 
and nearly all the Governments of the States Members declared their firm intention of 
making their policies conform to its recommendations. 

As 1\I. Colijn reminded us, in that same year 19271 twenty-nine Governments, among 
whom twenty were European, officially declared that they accepted the principlea put 
forward by the Conference. Most of these Government11 categorically stated that they 
intended to apply those principles in their own autonomous policy, as well aa in their 
relations with other countries. Quite apart from what they were prepared to accomplillh 
in the sphere of their own home policy, they were willing, they said, to co-operate in any 
concerted action undertaken by the League for the application of the Conference's proposals. 

Those declarations were in the nature of pledges. They held out a promiHe to the 
·peoples, a hope to other Governments, a hope to the Assembly and the Council of the 
League, that the work of the Economic Conference would not be entirely in vain. 

Those pledges, M. Colijn has told us, are still unfulfilled. I know there have been 
great difficulties. M. Briand spoke of secret springs in the locks which we must open. 
There are secret springs, vested int.erests to be overcome. There are traditions and 
widespread beliefs which must be altered or abandoned. But our Govern~ents wer~ alre';"dY 
aware of all this when they undertook to seek out means for the executiOn of th1s policy. 
They already knew, when they gave those pledges, that great difficulties would have to 
be overcome. In that case, it may be said, bow could they give anch pledged 

They gave those pledges because the authority of the Economic Conference had 
convinced them that, at all costs, the difficulties must be overcome and trade-barriers 
must be reduced. It was essential then that trade barriers should be reduced, and it is, 
for two reasons, equally essential to-day. 

First- and this is a particularly important point, because each one of us represents 
the interests of his own country - the reduction of economic armaments would be to 
the advantage of every single country. ~ kno~ very well tha! i;'l this matter, as in mili~ar_y 
armaments reduction of the so-called Nat10nal defences 18 often referred to as 1f 1t 
were certain to create international insecurity and expose countries to invasion and 
attack ; as if it were, in fact, a pr~ude to national disa~ter. I am co~vinced ~hat that w~uld 
not be so even if one single nation were to reduce 1ts trade-bamers by Isolated act10n. 
But here ~e are not concerned with isolated action, we are concerned with collective action 
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which must by its nature, bring benefit to each and to a!l by allowing that expa_nsion 
of producti~n and international exchange of wealth by which the common prospenty of 
all can be increr~sed. 

In the second- place, the adoption of this policy is essen~~al in the interests of _our 
continent as a whole, and therefore of the ~orld at large. M. ColiJn has forced us to consider 
what is the alternative to this policy which he urges. 

What will happen in Europe if these tariff neg?t~ations fa~ ! The _ans'!er to ~his 
question is vital. What M. Colijn said about the un~hammg of national passi_ons I~ certainly 
most alarming. He warned .us, in the c~earest possib}e terms, that ~ess this policy makes 
progress, economic nationalism may tnumph even m t~ose countnes ~he~e ~t present a 
more moderate attitude prevails. Sooner or lat.er, h~ sa:Id these,countnes ~ no lo~ger 
be able to resist the protectionist forces developmg Within them . I endorse his w~rnmg, 
and I reiterate his fear that failure in this policy may lead to a general European tariff war 
the effect of which on the European situation would be very grave indeed. 

I want therefore to make an earnest appeal to the Foreign Ministers assembled in this 
Committee to consider this matter in the light of M. Colijn's observations and then see what 
action they can take when they return to their respective countries. I ask them, as he asked 
them not to accept the view that this matter concerns the Ministers of Commerce alone. 
Ther~ are some among us whose countries have been engaged in tariff wars with neighbouring 
States. They know that such tariff wars affect not only the economic prosperity but the 
wider international policy of the Governments engaged. I b:ope they will go back from this 
Committee resolved to ask their Governments to consider the subject afresh, in the light 

. of the purpose for which we have assembled here. 

We are considering European co-operation in the broadest possible sense. M. Colijn 
has drawn our attention to a series of negotiations which have become European by a process 
of natural selection. Those J).egotiations have for their purpose the promotion of a common 
interest, economic and political, the reality of which none would venture to dispute. They 
are the result of four years of careful preparation. They come at a time when all Europe 
is smitten by disaster - a common economic disaster - recovery from which can only 
be aided by common action. 

Finally, may I say that one of the ways in which our Governments can help towards 
economic recovery is by restoring confidence, by proving to the peoples that our promises 
of co-operation were sincere! There can be no proof more effective than successful co
operative action. If, in this sphere, after such careful preparation, we cannot succeed, then 
I confess that I shall almost despair of any efforts to promote closer and truly amicable 
European co-operation. My last word is that I still hope, as M. Colijn does, that we shall 
go from here resolved that this great policy shall not fail. 

M. MARINKOVITCH (Yugoslavia) [Translation]. -I wish first to thank M. Colijn for 
the sincerity with which he has described the efforts made by the various Economic 
Conferences to set international economic relations on a more reasonable basis. I am 
particularly grateful to him for this act of courage and probity ; it is indeed an act of 
courage and probity on the part of a man who has taken such a leading part in these efforts 
to confess the mediocrity of the results obtained. I would venture to draw from M. Colijn's 
observations certain conclusions which I think are unavoidable and which it would be 
helpful to recognise. 

M. Colijn mentioned in his report the very imposing machinery with which the work 
was begun and what legitimate hopes of success we held in 1927 when the great Economic 
Conference met. More than two hundred experts representing all the branches of economic 
activity and the leading economic interests of Europe and the world were met in conclave. 
Th~y adop~ed unanimously a number of resolutions. The Council and the Assembly, 
delighted With the result, approved those resolutions. Twenty-nine Governments, including 
twenty Europ_ean Governments, accepted them and officially declared that they were 
prepared to brmg their economic policy into harmony with them. Three years have elapsed 
and absolutely nothing has been done ! 

The situation ma~ be reg~rded in var!-ous ways. Some may say with anger that the 
~overnments entered mto their undertakings too lightheartedly and have not made a 
smcere effort, and may express the hope that at the last moment the Governments will 
reconsider th~ir position and do their duty. I ~enture to reach quit~ a different conclusion. 
If the r~solut10ns of 1927 wer~ not carried out, it was because it was impossible to do so. 
Everyt~mg necessary !or their execution, the high authority of those who drafted the 
resolut10~s, the authority of the Co.uncil and the Assembly of the League, the goodwill of 
twenty-rune Governments, everythmg was there; and yet the result was nil. We may 
conclude, therefore that t~ere were extremely important reasons why the Government 
could not apply the resolutiOns of the 1927 Economic Conference. 

f lll. Colijn told us at t_he beginning of his statement that he was not bringing us a key 
or the 11ecret lock to wh1ch the present desperate economic situation may be compared. 
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He proved to us how~ver that we ought not to look for that key where we have been looking 
for It. The EconoiDic Conference of 1927 thought it had found the key. It said to us : 
"Do so and. so, and the economic situation will be excellent... We have not been able 
to do what 1~ recommended. The key did not work . 

. The f~ct 18, that apart from economic considerations there are also political and social 
~on81d~rat10ns. The old "things-will-right-themselves" school of economists argued that 
if nothing were done and events were allowed to follow their natural course from an economic 
point of view, economic eq';illibrium would come about of its own accord. That is probably 
true (I do not propose to discuss the point). But how would that equilibrium come about! 
At the expense of the weakest. Now, as you are aware, for more than seventy years there 
has. b.een a :powerful and growing reaction against this theory of economics. AU the 
socialist parties of Europe and the world are merely the expreasion of tho opposition to 
this way of looking at economic problems. 

We were told that we ought to lower Customs barriers and even abolish them. As 
far as the ~gricultural States of Europe are concerned, if they could koop the promises 
they made In 1927- admitting that the statements of 1927 did contain promises- and 
could carry that policy right through, we might perhaps find ourselves able to hold our 
own against overseas competition in the matter of agricultural products. But, at the same 
time, we should have to sacrifice four-fifths of our population ; we should have to 
create in Poland, Roumania and Yugoslavia the same conditions as exist in Canada and the 
Argentine, where vast territories are inhabited by a scanty population and where machinery 
and other devices are employed. Obviously none of us could decide to adopt a system 
which would be very like Moscow's five-year plan. We would not sacrifice our people 
by shooting them, but they would nevertheless be killed off by famine - which would 
come to the same thing. 

I am sure that the key to which M. Colijn has referred does not exist. Economic 
and social life is too complicated to allow of a solution by any one formula ; it calls for 
complicated solutions. We shall have to take into account the many varieties of 
geographical, political, social and other conditions which e:dst. 

I do not think that the economic experts have yet understood this truth, which is a 
very simple one. This view is supported by the statements made at the last Economic 
Conference at Geneva. The agricultural countries, which are in the throes of a very 
severe crisis because they cannot find any outlets for their cereals and cannot compete 
in the open market with overseas States, came to Geneva with aeveral resolutions, the 
adoption of which would, they thought, improve their position to a certain extent. I 
do not know whether they were right or wrong, but I do know that these schemes were 
discussed in a manner which absolutely precluded any satisfactory result. 

I will merely refer to the question of preferential tariffs. The Conference discussed 
two principles on theoretic and academical lines. It compared the resolution asking 
for preferential tariffs with the principle of the most-favoured-nation clause. On the 
premise that that clause must be intangible, it refused to consider the possibility of 
establishing, for certain products, a preferential tariff in favour of the Eastern European 
States. That, I think, was too absolute an attitude, and it will lead nowhere. 

In the first place, the most-favoured-nation clause ia not ao transcendental aa some 
would have us believe. There have already been derogations. For instance, an exception 
has always been made in the case of frontier traffic and it has been observed in practice 
that such an exception did not in any way hinder the application of the clause. In other 
treaties there are other exceptions. In our Treaty of Commerce with Spain there ia what 
is known as the Iberian Clause. Spain does not accord us the benefit of the most-favoured
nation clause for the advantages she accords to Portugal. Nevertheless, we signed the treaty 
and did not find the exception 80 very extraordinary. We did not say' "Since you do not 
accept the most-favoured-nation clause in all its entirety we cannot sign." 

I remember that, in 1881, Austria-Hungary concluded with Serbia a treaty of commerce 
which excluded the benefit of the most-favoured-nation clause in the case of several articles 
of great importance to us- wheat, maize, barley, pigs and prunes. This result was 
obtained simply by extending the conception of frontier traf!-lc to the whole of Serbia. 
Serbia was a small country, but there were nevertheless 350 kilometres between Belgrade 
and Vranja, 80 that it was an exaggeration to treat the traffic of the whole country as frontier 
traffic. Other States which had concluded treaties with Austria-Hungary containing 
the most-favoured-nation clause might have had some feelings on the matter. Even at 
that time there were a number of intelligent people about, who naturally perceived that 
this as a derogation to the most-favoured-nation clause. But they did not protest because 
they looked at its ,Practical effect. In ~oint of fact, economic c~nce~ta. are only of 
importance in 80 far as they have a practical val~e. If an ~nomic p~nciple does ~ot 
affect you, you can accept it; but when once your mterests are mvolved, 1t assumes qlllte 
another aspect. 

Consequently it was an absolute exa~ge~ation to hedge oneself. aroun~ with the most
favoured-nation clause as an intangible pnnmple and refuse to consider, w1t~ all. due care, 
what might be done, without affecting th~ general l!':ope of .that clause, ID VIew of the 
geographical position of the European nations expo~mg ~gncultur~l products. 

When the European nations asked for a pref~re~ttal tariff for their c:erea~, the request 
seemed to be an enormity so long as mere pnn01ples were under discussiOn. It was 
immediately objected that the United States of America would never ~gr~. Delega~es 
asked what Canada and the Argentine would say. But when the questiOn IS dealt ll'lth 
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t. 1 basis it will seen that an arrangement is perfectly feasible with Canada, 
on a prac 1ca ' . •- t' · a ot competi'tors of · h h u 't d States and even With the ..ugen me, smce we re n 
:;!se tcoeunt~e:, wherea~ they are our competitors, and it is owing to them that we are 
unable to sell our products. Our e~ports ~re so small that t~ey do not represent even 
one-tenth of the requirements of the mdu~tnal European countnes. Now we sell one-tenth 
lr d . on good or bad terms we sell It. Consequently, the oversea States would not 

a ea. Y ' ' f h' t f d t' lose anything if they were to ensure us a market or t IS par o our pro uc wn. . 
When we first launched this idea after the C?nfere~ce of Strbsko-Pleso, .the Ministers 

of the various countries accredited at Belgrad~ Immediately came to e~qwre what w:as 
happening. When we had explained the situatwn to them they '!"ere obliged to recogruse 
that the matter did not really concern them, and was only of Importance to European 
countries. 

1 think, personally, that the experts were ~ot justified in hedgin_g thems~lves round 
with this principle and refusing to consider an Important and ~ssential questwn. for ~he 
European countries exporting agricultural products. If we contmue to act thus, Ignormg 
the requirements of others, and insist upon carrying out the 1927 resolu.tions in the form 
in which they were adopted, we shall not succeed. Even if, with all the goodwill in the 
world, we renew the promises made at t~at time, those promises will not be f~ed. If '!e 
are unable to obtain markets elsewhere m Europe, we shall endeavour to obtain them m 
our own countries, to increase the number of consumers at home by creating indu.st~ies 
and raising our Customs barriers still further. That would be the result, and no predwtwn 
of catastrophe following upon a Customs war could daunt us. Such warnings would fall 
on deaf ears because we have in any case to choose between one of two catastrophes
the catastrophe of the present and that of the future. 

Last year, when I was in the Yugoslav mountains, I heard that the inhabitants of a 
small mountain village, having no maize or wheat on which to live, were simply cutting 
down a wood which belonged to them under a decision of the Council of f?tate and were 
living on what they earned by selling the wood. Unfortunately, the forest grew smaller 
and smaller. I went to the village, collected together some of the leading inhabitants and 
endeavoured to reason with them, just like the great industrial States reason with us. 
I said to them: "You possess plenty of common sense. You see that your forest is 
becoming smaller and smaller. What will you do when you cut down the last tree! " 
They replied to me: "Your Excellency, that is a point which worries us: but, on the 
other hand, what should we do now if we stopped cutting down our treesT" 

I can assure you that the agricultural countries of Europe are in exactly the same 
situation. You threaten them with future disasters; but they are already in the throes 
of disaster. The agricultural countries are unable to make both ends meet, and cannot 
buy from the industrial countries of Europe. 

May I, without offence, appeal to your self-interest! I believe that this policy of the 
great European States is not merely unjust but unwise, for, after all, we are their customers. 
The European States, and particularly the great industrial States, certainly have interests 
outside Europe, but one-half of the markets of the greatest and most prosperous of these 
States is in Europe. For instance, we buy from 90 to 95 per cent. of our imports in Europe. 
If we are unable to buy, you will have three, four or five million unemployed. In order 
to buy, however, it is not enough to need goods and to be willing to buy them : one must 
also have the wherewithal to purchase. . 

· · In the present state of affairs, if some means is not discovered of overcoming the 
present crisis and enabling us to a certain extent to alter the nature of our production 
(which in any case will require time), we shall be very poor customers and the industrial 
States will be obliged to seek elsewhere the markets which we have hitherto provided. 

I think therefore that, as a gathering of European nations, we ought to deal with the 
present Europen situation, since nobody else is willing to do so. Mr. Henderson referred 
to "natural selection", and showed that the various intei·national economic conferences 
have !p'adually become limited to European States. This is not a case of natural selection, 
but, smce the other countries do not desire to deal with the question because they think 
that they are unaffected and that for them the danger is still distant we Europeans are 
entitled, and indeed bound, to fend for ourselves. ' 

We. invited the other Powers, but they did not accept the invitation, because they 
were qwte well off and propos~d to continue their policy, which was certainly not one of 
free trade .. I· feel bound to pomt out that, at the present time, European States do not 
occupy qwte that P'!or~moun~ position they enjoyed fifty years ago, and even perhaps 
before the war, a posi~lOn which would have allowed them at that time to inaugurate and 
a.ppl;v a free trade policy. They wished to obtain for this purpose the consent of countries 
outs1de Europe, as you see, the latter are not even inclined to come to a conference. If, 
therefo~e, we defer all atte~~~:pt to discover a remedy for the present economic crisis until 
the ~ruted States of A:menca and certain European countries have learned by bitter 
ex~ene~ce -:- as they will, sooner or latter - the results of over-selfishness in economic 
~olicy, It will perh&ps be to late .. Small countries may be selfish, because their attitude 
0~ not affect ~he general economy of the world ; but a great country cannot afford to be 

~=~fdlsh, becau~e It wo~ld be working against its own interest. The policy of self-enrichment 
8 to the Impovenshment of customers and to the creation of mass of ruined debtors , 
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. We cannot await th~ result of such experiences, before putting the affairs of Europe 
m ord~r ; we ourselves will ~a.ve to put ~hem in order. Certain things can be done but we 
must nd ourselves of th~t sp!nt of excluSive orthodoxy which rt-gards every new solution as 
a heresy. For a new Situation, new remedies must be found. 

M: ~olij~ spoke of bilateral treaties. I think that, working here on the EuropMn 
ComnnsSion, It _would also be a!l excellent plan to organise mootings between groups of two 
or three, to discover a solution for certain questions which we might then examine 
~ogether. But so Ion~ as ce~tain States maintain an uncompromising attitude - for 
ln8tance, as. regards this q:nest10n of the most-favoured-nation clause-, they will prevent 
the co~clus10n even of bilateral treaties because a great industrial State which would 
otherWise be prepared to adopt that course might hesitate in ''iew of the attitud 1 of other 
States and of the complications that might ensue if it granted concessions regarded by others 
as contrary to the the most-favoured-nation clause. I am convinced therefore that without 
waiting for anY: body and without convening those who take no btterest in' the question, 
the representatives of the States here present ought to do something more than recommend 
to their Governments or their Ministers for Foreign Affairs the execution of the resolutions 
of 1927 which are- at any rate, as far as we ai-e concerned, as I already pointed out -
entirely impracticable. Moreover, no one is making any attempt to carry them out, and 
we must seriously consider practical means of solving the European economic and CuR toms 
problems. 

Of course, that would involve a sort of European Union ; but when we employ this 
expression we always think of it as a sort of uniform system in which the relations between 
the members would always be the same and all work would be done in accordance with a 
general plan. I do not think that such a scheme of things would endure for long. Nothing 
durable in history has been the result of a preconceived plan, but has always grown up 
through the action of intelligent persona who have, according to the needs of the moment, 
gradually built up something which has at last become a great achievement. 

I think that, sooner or later, we shall succeed in establishing a European Union, at 
any rate in the economic domain, organised roughly on the same lines as the I~ritiHh Empire. 
All the members of this Empire are in different situations. The whole Empire is quite 
illogical, but it is the result of living forces. That is what ought to happen in Europe as 
between the European States. We must, however, agree to help each other and work for 
our mutual enrichment. That is the only truth in political economy : It is only possible 
to acquire wealth by helping others to become wealthy also. 

The European Commission ought to examine the problem in the light of this, the only 
rational principle, but I suppose that, in this enquiry, we ought not to introduce political 
considerations. 

I have examined the Danish proposal which suggests a sub-committee for economic 
questions consisting of the four great Powers and several other States. The countries 
which are not represented on the Economic sub-committee would be represented on the 
Political sub-committee. I have not much confidence in that augge11tion. If I were ill and 
needed treatment, I should not ask whether a doctor was a national of one of the great or 
small Powers; all I should ask for would be a good doctor. 
· When we appoint the sub-committee to study the organisation of economic relations 
between European States, I hope we shall choose those persona on whom we can rel~ who 

·know their subject, who are determined to draw up a plan and carry it through, and hope 
that those persons will be chosen irrespective of whether they are nationals of great or small 
Powers. It is quite immaterial that any given country should be represented or not 
represented. The only requirement is that States with preponderating industrial interests 
should be represented on this sub-committee, together with the States whose interests are 
mainly agricultural, because, however great an expert a man may be, he ill always influenced 
by his immediate surroundings, which he knows better than other facts or regions about 
which he has only read. 

That is the only condition I would lay down regarding the composition of the sub
committee. We cannot merely approve the resolutions of 1927 and recommend States to 
accept them. We must decide to set up a sub-committee which would be required not to 
seek for one single non-existent master-key, but to manufacture a whole bunch of keys 
such as every good housekeeper cherishes, that will open all the necessary locks and enable 
us to work and prosper in the economic field. 

M. Cou.rN (President of the Second International Confer~nce with ~ VieW: to Concerted 
Economic Actionl. - 1 should like to make a few remarks 1n connection With what baa 
been said by the last speaker. My feeling is that, even if the difficulties of the agrarian 
countries of central and south-east Europe were settled, the general economic situation of 
Europe would still be one of grave deJiression. Although I entirely agree that we shall have 
to seek for a way out of the difficulties in which certain_ countries fi~d themselve~, I 
consider that even if theae difficulties are solved, we shall still be faced With a very s~no_ua 
economic problem. I am also of o_pinion that the dangers and the effects of the protectiolllJit 
policy pursued by so many countnes have been nnderrated. 

In order to make my meaning cl~ar, I will quote. the example of the sugar ~dustry. 
There is in Europe a conntry which 18 at pres~nt _loSIU_g at least £3,000,000 on Its sug_ar 
exports. I know another conntry in Europe which 18 lolllllg at least £6,000,000 a year on Its 
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t8 How can these countries possibly go on exporting a product on which the;v 
sugar ~xpor · ch f It is very easy provided the tariff barrier is high enough to make 1t 
are l_osmg so mku d the losses on exports by selling the sugar on the home market at 
poss1ble to rna e goo · h d 
any price you like. That is what some countnes ave one. 

· What is the result of that policy f Production, of course, ~?nt~ues 9:ll the time, ~nd 
that has led us, in regard to this par~ic~lar pr?duct, to ~he pos1t10n m which we now ~d 
ourselves ; as a result of the protectwms~ policy there 1s such enormou~ over-pro.ductwn 
that the producers have met together, I nught ~ven say h~V:e ~orne to the1r senses, ~n order 
to see what means they can discover of restonng the equilibnum between production and 
consumption. 

In my opinion, much of the trouble we are experiencing at present is due to that fact 
but not to that fact alone, for there are other ca:uses as well. In general, howeve~, the 
equilibrium between production and consumptwn has been destroyed. Immediately 
after the war, the situation was as follows : There was such an enormous ~ema~d for all 
sorts of goods, especially for raw materials and foodst_uffs, th~t . product~on mcrea~ed 
enormously far beyond the limits of normal consumptwn. This mcrease m productwn 
was not noticed at the time since , in the years immedia:tely fo~o~ng the war,_ the demand 
was so great that it swallowed up the ~urplus _producti?n which m ~ormal cucu~sta~ces 
would not have been required. What did certam countnes do when, m 1922, the first signs 
became visible of a forthcoming disturbance of the equilibrium between production and 
consumption f They erected barriers in order to try and avert the consequences of the 
situation for themselves, but, in most cases, the outcome was that, as a result of these 
higher barriers, production within the barriers increased as well. That is the situation 
with which we are faced at present. 

In my opinion, the only way out of this situation, in so far as one can speak of an only 
way, is to try and restore as far as _pnsRiblP the equi_librium between consumption. and 
production. The producers have achieved that result m the case of sugar. Would 1t be 
entirely impossible for somebody or other in Europe, which is fully acquainted with all the 
intricacies of the matter, to do the same in the case of cereals t Therl' is the International 
Institute of Agriculture at Rome, which is concerned with agriculture in general, and is 
certainly in a 'position to study the question. I am informed that, if production were 
curtailed by 10 per cent. for one year only, the whole surplus would disappear. If that is so, 
it is, I think, certainly worth while to carefully study the problem. 

That, of course, would still not solve the problem brought forward' by M. Marinkovitch. 
The fact would still remain that in a great many countries, with a total population of about 
75 millions, the situation would be such as to demand an improvement. 

M. Marinkovitch criticised the position taken up by certain countries in dealing with 
the question of preferential treatment. He was of the opinion that these countries clung 
too firmly and too resolutely to the most-favoured-nation clause and its orthodox application 
and interpretation. M. Marinkovitch seems to me to have overlooked one fact. The 
countries who took up that attitude were, I think, concerned less with the orthodox 
interpretation than with the necessity for ascertaining the opinion of those countries with 
whom they had concluded commercial treaties on the basis of the most-favoured-nation . 
clause. If, in the opinion of a partner with whom you have a contract, you propose to 
withhold from him most-favoured-nation treatment, you will certainly not receive from him 
most-favoured-nation treatment as soon as he realises the fact. That fear was in existence 
all the time, and therefore the general opinion was that preferential treatment could only 
be ~iven if it were certain that the countries with whom a treaty had been concluded on the 
basiS of the most-favoured-nation clause would not object to the granting of such preferential 
treatment. Moreover, these countries had no duty on cereals and were therefore not in 
a position to give any preferential treatment. The situation at the last Conference therefore 
was such that it was very difficult to find a solution which would be agreeable to the 
countries asking for preferential treatment. 

I do no~ think, however, that the last word has been said on this question. But before 
we can go. mt? the !~latter and consider seriously the possibility of giving preferential 
treatmen_t, 1t. will, I think, be absolutely necessary to have a clear idea as to the interpretation 
and applicatwn of the most-favoured-nation clause. I know that the Economic Committee 
of the League ha~ ~een working on this subject for a long time past and I am informed 
that we may posstbily have their opinion on it about April next so that it should then be 
possible to investigate the matter. · ' 

. ~e all ~now, of course, that preferential treatment exists. It exists between Great 
Bnta.m a:nd Its Dominions; it exists between Spain and Portugal. We also know all about 
the ~&!tic clause.. It m~s~ be remembered, however, that between Great Britain and its 
Donumons there 18 a. politiCal b?nd ; between Spain and Portugal there is a geographical 
bond, and the same may be satd of the Scandinavian countries. Whether we could go 
Bo far as to accept a bond of that kind, between say a country such as France or Germany 
and countries such as those in South-East Eurdpe, i for one am still very doubtful. I am 
~ot ~t a_ll aure at present whether that would be compatible with the interpretation and 

pplicatlon of the most-favoured-nation clause as applied up to the present. 
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Even ao1 I consid~r that no investigation into the application and interpretation of 
the clause. wit! be posSible unless we first obtain a certain mt'asure of stability, tranquillity 
and secunty m Europe. These conditions, must be t'stablished before we can seriously 
ta~e up any of the other problems ~ that is why yl'sterday I urged so strongly that the first 
thing to do was to _get the Co!Jlmercial Convention put into force. In order, however, 
to get the Com~erc1al Convention put into force there must be a reasonable prospect of 
success for the bilate~ral negotiations which have boon set on foot. Only if that is done, 
and done as the first step, can we deal with the questions brought forward by 
M. Marinkovitch. 

In connec~on with high protective duties no one can, I think, doubt for a moment 
that these dut1es. cannot under any circumstances avert the unpleasant consequences 
of a constant fall m world prices. We have seen that for some time past and in particular 
with regard to sugar, which affords perhaps the best example I can quote. Il the sugar 
produce~s had not _agreed upon a restoration of the equilibrium between consumption and 
production, the PI?Ce of ~ugar would certainly have f1\llen considerably more that it has 
done so far. It ~ contmually be necessary to raise Customs barriers higher and higher, 
a~d the same will happen when production increases. It is not possible to avoid the 
~astrous consequences of a constant fall in prices merely by continually erecting 
higher barriers. I therefore adhere to my opinion that one of the means, though not 
the only means, of reviving a reasonable measure of prosperity in the world and in Europe 
in particular, is unquestionably the gradual lowering of high tariff barriers, though in 
conjunction, of course, with other measures. 

I am sorry that I am obliged to leave to-morrow, and shall be unable to hear the rest 
of the debate on these questions. I wished at least to make my point of view clear, especially 
as M. Marinkovitch has expressed the opinion that the States which met under my 
chairmanship failed to deal in the way he desired with a problem which lies so close to his 
heart. I understand his point of view, but I am equally convinced that the States which 
took up the other point of view could not act in any dirtcrent manner. 

The CHAIRMAN [Translation]. -On behalf of the Commission, I thank M. Colljn for 
his very interesting communication. We are very grateful to him for having so kindly 
spent his last hours at Geneva with us. We deeply regret that his departure will deprive 
us of his valuable assistance. 

8. 

The continuation of the discussion tea• adjourned to a later """' ;,. c 

FIFTH MEETING (PUBI.IC) 

Held on Monday, January 19th, 19311 at 4.30 p.m. 

Chairman : M. BRIAND (France). 

Economic Situation: Discussion in ~onneetion with the Statemt>nt by 1\1. Colljn ( PreBldent 
of the Second International Conference with a View to Concerted F.eonomie Action) 
(continuation). 

M. MOWINCKEL (Norway) [Translation]. - ?tf. Colijn's .statement has certainly made 
a very strong impression on all the European rep~esentatlves aHsembled ~ere. We .are 
all anxious to bring together the European countnes, great and small, w1th the ~bJ~ct 
of facilitating their reciprocal economic relations. We had hoped that, even if the ex111tmg 
obstacles which hamper their trade could not be removed at o~10e, we could in any caae 
reduce them. It is with disappointment that we have been obliged to note that we have 
made so little progress. 

M. Colijn has shown that the first Conference for ~he Customs Truce to whic~ all 
countries were invited, was, by a process of natural selectiOn, com~osed almost excl~s1vely 
of European countries. This proves that the European countnes are those which at 
present feel the greatest need for co-operation. ~he Commercial ponvention C?f !'br~h 24th, 
1930 represents a first attempt to create a basl8 for ~he solut10n of the difficulties that 
obst:nct the economic life of Europe. There are certainly many. among us who hold t~at 
if we are unable to reach any settlement for Europe, suc~~s will not COJ?e more ea.~~ily 
in an even wider field. It was therefore somewhat surpnsmg, .and ~ thin~ that many 
dele ates share my view, to hear the question of extend_ing our discuHHlons raised the v.er~ 
day g after M. Colijn made his statement on co-operat10n between European countnes, 
it is apparently proposed to hold a sort of new world conference, even before we have really 
begun to explore the practical possibilities of closer co-operation between the Governments 
represented here. li h · · t 

. M. Colijn told us explicitly that, in his view, the only hope- penf . ng t e COI}ll~g ~n o 
force of the Commercial Convention - now lay in the success of the bilateral negotlat10ns 
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h" h to be held We are therefore confronted with the following question: What 
w. IC are ·r U our lropes are not fulfilled and if the Commercial Convention does 
:~~1 ~~t:r: r~:l ~~~.eHsary ratifications! . Shall we have to relinquish t~e work we _have 

d t k 
' 

Or Shall we seek salvation in a world conference from which, as expenence 
un er a en · · · · h h Mi · t f St t will · t has sufficiently proved, experts, or as M. ColiJn said, t e ot er DIS ers o a e eVIc 
the Ministers for Foreign Affairs. . 

This great idea of closer. co-operation ~etween ~he Eur~pean countnes .Memb~rs ~f 
the League in the economic field, more particularly m questwns of commerCial policy Is, 
in reality, a political question. The future of the peoples ~f En:ope _depei_Ids on the 
realisation of this idea. I might even go so far as to say that 1t carnes Within It the germ 
of the solution of the problem of peace. 

I believe that real and effective ~litary disarmalll:ent, in _which a~ St.ates are ~o 
deeply concerned, will be difficult to achieve so long as th~ mternatwnal.tensiO~ 1n econormc 
affairs remains as serious as it is to-day. Moreover, If the econormc tensiOn could be 
lessened and if Customs barriers between the European States could be lowered the natural 
result would be to develop mutual feelings of understanding and friendship, of which 
military disarmament would be a logical outcome. 

It was considerations of this kind which led M. Briand to make his suggestion and 
I imagine that the idea that took him t.o Loca~no. was the same as th~t which le~ him ~o 
take this fresh initiative- namely, his conVIctiOn that understanding and friendship 
between the peoples of Europe is the foundation of world peace. I could not accordingly 
suppress a feeling of disappointment· when I heard it suggested- unquestionably, with 
the best intentions - that we should seek a solution outside of what should, to put it 
briefly come first. We have a saying in Norway: "Sweep your own doorstep first. If 
you ca'nnot do so, it is certainly not worth while trying to sweep someone else's." 

I revert, however, to the question I put just now. What should we do if, unhappily, 
the Commercial Convention failed to become a living reality! ·Would it then be possible, 
using perhaps more modest means, to do something which might show the peoples of Europe 
that in their efforts to bring their nations nearer together the statesmen have been doing 
something besides clothe a pious aspiration in fine wordsY 

Last autumn, the President of the Board of Trade of Great Britain, Mr. Graham, 
raised the question of a reduction of tariffs for certain groups of commodities. It would 
be highly desirable and most important that this idea should be carried out in practice. 

There are, however, other possible solutions not altogether disconnected with the ideas 
on which Mr. Graham's speech was based. Our Chairman, without going into details, has 
referred more than once to the question of agricultural credits as between the European 
countries, or between those of them which most need support, to enable them to surmount 
the peak of the present crisis. A practical solution in this matter would represent a very 
important and useful piece of common work. 

In this connection, I take the opportunity to.mention the Convention that has just been 
signed by Belgium, Denmark, Luxemburg, Norway, the Netherlands and Sweden, countries 
whose aggregate exports exceed £5501000,000 sterling and whose commercial fleet amounts 
to nine and a-half million tons. The Convention provides a practica1 application of the 
idea on which the Commercial Convention and the suggestions of M. Briand are based. 
It might even be said to be the direct outcome of M. Briand's suggestions. I wonder, then, 
whether it would not be possible to seek for a silnilar solution between other European 
States where the special conditions are favourable. Perhaps we might try as well to extend 
the Convention that has been concluded so that it would apply to an ever larger number of 
European States. 

Under the Convention to which I have referred we undertake to reflect before making 
any further extension of the protectionist Customs policy which unhappily has been so 
predominant in Europe these last ten years. Under our Convention the parties agree to 
advise the other parties beforehand whenever they propose to increase their Customs 
tariffs. The other parties must be given an opportunity of asking for an exchange of views 
with~ the brief time-limit laid down by the Convention. Under it, none of the parties is 
deprived of the right to take a final decision, but the exchange of views with the other 
pa~ties might possibly lead to the relinquishment of the proposed increase in the Customs 
tariff. · · 

T~s Convention is in no way exclusive. One of its clauses explicitly provides for the 
access10~ of other Governments. From what I have said, you will readily see that this 
Convention does not go so far as the Commercial Convention of March 24th, 1930

1 
and does 

not tend to rob the latter of its utility. 
T~e ~~nvention to which I have referred may not perhaps seem to you to be of very 

great significance. I venture, however, to think that, in point of fact, it may be the first 
real step t?wards co-oper~tion between the European States that have signed it, since they 
have. considered that friendly and confident understanding is at present the essential 
solution . 

. I s~all make no definite pr~posal. I wished, however, to emphasise the two points 
which, m my Government:s opmion, deserve our special attention to-day. In the first 
pla~, the Eur~pean countnes whose representatives are assembled in this Commission and 
which econormcally all have the same fundamental bases must endeavour to come to an 
understanding. Next, I wished to place before you the iess important, but by no means 
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negligible, question whether what has been done by the northern countries and by Bel.,.ium 
L~xemburg and the Netherlands, could not, failing something better, pro~ide the sta;ting~ 
pomt for future developments. We all desire to combine in a comn1on effort to achieve 
better an~ more concrete ~esults. with a view to European co·operation in economic matters 
and. questio.ns of commerCial pohcy.; moreover, if I may speak quite frankly, this result once 
achieved ~ do more than anything else to ensure international confidence and security 
and the ma.mtenance of peace in Europe. 

M. HYMANS (Belgium) [Trantlatinn]. -I thought it my duty to support the conclusions 
~f the ve_ry remarkable statement made by M. Colijn, especially as I noticed in it certain 
1deas which I expressed, although very imperfectly, in my speech before the last League 
Assembly. 

M. Colijn has recorded in a rather melancholy vein the somewhat numerous failures of 
the League's a~tion in the economic field, and his record is a true one. We have welcomed 
many conventions, we have voted many, we have signed many, but the ratifications have 
often beenJar fewe~ than. the signatures. The Governments which have signed have not 
always ratified and m th&r own countries have sometimes even taken measures that were 
directly at variance with the principles that had been adopted. 

Why should this be so t I believe that unhappily these inconsistencies may be 
adequately explained by the facts of political life. Here we act in an atmosphere of serene 
calm and with full independence of mind. No pressure is brought to bear on us and when 
we go home, and I am speaking for everyone, we encounter individual interests which 
talk very loud and which take the form of electoral interests and coalitions ; and then the 
Governments yield. 

The Ministers for Foreign Affairs are now asked to exert their influence over the 
Ministers of Commerce. For me personally, that will be very easy because, being both 
Minister for Foreign Affairs and 1\linister of Foreign Trade, I shall certainly exert very 
strong pressure on my double. Nevertheless, I do not think such a very groat effort will 
be necessary to convince the Governments. The work that will require all our energy is, 
in my view, to attempt to convince public opinion, because, by a.n instinct that is always 
uppermost at times of distress and depression, public opinion is inclined to demand 
expedients and measures of an empirical character. · 

M. Colijn displayed a certain pessimism which may be readily understood. I, however, 
am still optimistic for I have always thought that in these matters we should only advance 
slowly, that the way would be long, that we should encounter many obstacle•- for 
nothing is more difficult than to instil the truth of an idea into the public mind. 

M. Colijn has made the danger very clear. He said, to put it briefly, that we cannot 
conceive of European Union in a state of economic disorder, and the danger to-day, in view 
of the general-circumstances, is lest economic nationaliam should grow stronger and perhapa 
triumph in the western countries as well as in those of Eastern Europe. 

I do not propose to examine the value of the resolutions adopted at the 1927 Economic 
Conference. To discuss them would only involve an academic debate, and that we can 
forego. We have not before us to-day recommendations by economists. We have before 
us a concrete programme adopted by the European Governments !eBB than a year ago 
and embodied in the Protocol of March 24th, 19301 with which the first Conference with 
a View to Concerted Economic Action concluded. 

The fundamental aim laid down in that programme is the creation of a large European 
market, and two main problems are put before us. The first concerns the eastern countries, 
the exporters of agricultural produce and the other concerns obstacles to trade in general 

M. MarinkoVi.tch is chiefly preoccupied with the problem of the eastern countries. 
No one can fail to recognise ita importance, which ia plain for two reasons. The industrial 
States of Western Europe have a direct interest in increasing the purchasing capacity of 
their customers in the East. Secondly, the development of the economic relations between 
these two parts of the Continent is a 1ine qua non for any true European union. 

M. Marinkovitch brought up, in this connection, the very delicate and controversial 
question of preferential treat~en:t for ~ereals from Ea~tern E!ll'ope. ~o _my mind,. this 
question involves nothing that lS JmpossJble from the pomt of v1ew of pnnCJple. BelgiUm, 
it is true is one of the countries which are most strongly attached to the most-favoured
nation cl~use. We do not, however, make a dogma of that clause. There is no dogma 
in politics, especially in economic politics. We can ea.sily agree that ~ exceptional 
circumstances certain countries should, by means of treat1ea, make derogat10n1 from the 
clause. These are individual questions to be settled by negotiation between the 
Governments concerned; we must not, ho-w:ev~r, imagine that prefe~ence will finall:r cu~e 
the evil from which the arncultural countnes m the East are suffenng. To my mmd, 1t 
is rather a palliative which may temporarily prevent the evil becoming worse. 

Before the war the Belgian market provided a wide outlet for the wheat exported by 
the Danubian countries. Their wheat is hardly sold in Belgium to-day, and yet my 
country bas neither erected Customs barriers nor increased them. Cereala from Eastern 
Europe are admitted free of all duty as before. 
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The true remedy for the present s.ituation is the better organisation ~f production, 
I d dit So far as my country 1s concerned I can say that we are entrrely prepared sa es an ere . . 

to give all possible help on those lines. . . . 
Th t however is not the only problem before us to-day. There 1s a second, the graVlty 

of whic: 'M. Colijn' rightly emphasised. There ~s reason .to f~ar- Mr. Henderson dwelt 
on this point and, coming from him, the warrun~ was. Significant - that s~veral St~tes 
· w stern Europe which hitherto have been actively 1n favour of moderatiOn exerClsed 
;: m!tters of com:Uercial policy, and. whose influence is funda~enta~ in the economic 
etructure of Europe may be led by crrcumstances to change therr attitude. 

The economic 'and political consequences of any such development would be 
considerable It may be that it is in our power to avoid any such development. That 
depends to ~ large extent on the fate of the Commercial Convention which the majority 
of the European countries signed at Geneva o~ March 24th last, and on the.ou~come of the 
Customs negotiations which ar~ to be opened m. a few weeks between t~~ pnnClpal Western 
European countries. Everything therefore will depend on the declSlons taken by the 
Governments and their Parliaments in the next few months. 

We n111st be thoroughly permeated with the idea that it is not only economic interests 
that are at stake but, as the Norwegian Minister for Foreign Affairs has very rightly brought 
out, grave political interests as ~ell. Ec~no.mic interests therefore must ~ot be the only 
decisive factor at the forthconnng negotiations. 

We are confronted to-day with a strange contradiction. At the very time when we 
are endeavouring to bind the European States closer to one another, which is the basis for 
any conception of European Union, we see them, under the sway of national interests, 
taking measures which are mutually injurious to them. They consider that an individualist 
policy may provide a remedy for the economic depression in which all are involved. . 

It may be that the lowering of Customs barriers, unanimously recommended by the 
economic world in 1927, will result in no immediate improvement in the present position. 
We can, on the contrary, state positively that to increase the impediments to trade 
aggravates the economic evil and keeps international discord alive. If the European 
countries are anxious to set up some system of union among them, the first rule to which 
they must submit is to avoid, as far as possible, injuring one another. 

This idea, in so far as Customs measures are concerned, is embodied in the Geneva 
Commercial Convention of March 24th, which was signed by most of the European 
countries. It was already to be found in a rudimentary state in certain commercial treaties, 
in particular, that concluded in 192fl between the Belgo-Luxemburg Economic Union 
and France. It recurs, stated more forcibly as the guiding principle of a policy, in the 
Convention concluded at Oslo last December, on the invitation of the Norwegian 
Government, by the Scandinavian States, the Netherlands, Denmark and the Belgo
Luxemburg Economic Union. It has been rightly said that this Convention is a bond of 
union, and I was very glad to hear M. Mowinckel say that, in that sense, it is in line 
with M. Briand's ideas, which were the starting-point for our discussions to-day. 

The same idea is expressed in one of the proposals which the Belgian Government 
submitted for inclusion in this Commission's agenda. I will read two passages from our 
note in which this argument is set forth : . 

-
. " The essential object of the European Union of which it is proposed to lay the 

foundations is to establish a system of constant co-operation among the peoples of 
Europe. The European Union represents an attempt to strengthen the links uniting 
these peoples and to develop their mutual relations, . but it implies primarily that 
every European country should refrain, as far as possible, from taking any steps 
that might injure other European countries. · 

" It must, however, be recognised that action taken on grounds of national interest 
tends as a rule to be somewhat neglectful of the interest of other nations. This is 
particularly true in economic matters during a period of crisis. Faced by serious 
difficulties, the authorities in every country act in isolation by a kind of reflex instinct 
of seU-pres~rv:at~on. Th_inking only of .the ~nternal position, they consequently find 
thems~lyes IDJunng the mt~rests of therr neighbours ; and thus, arousing resentment 
and gtvmg ground for reprisals on the part of those neighbours, they not merely 
fail to cure the trouble but very likely aggravate it." 

And in conclusion we say : 

"There can, of c_ourse, be no question of encroaching upon the prerogatives of 
Governments or Parliaments. The example of the Commercial Convention shows 
however, that it is pos.sible, within those limits, to arrange for consultations and t~ 
allow. f~r ~ecessa~y adJustments to prevent measures taken in the national interest 
from .. mJurmg th~ Interests of other countries and being regarded by them as vexatious. 

. The Belgian ~overnment according suggests that the Commission should 
consider ~o what subJects and in what manner the application of the principle defined 
above nught properly be extended." 

That, in our view, is one of the conditions that must be fuUilled before there can be 
any system of real European union. · 

G M. Paocopt (Finl~nd) [Tran~lation]. - I wish, first of all, to make it clear that my 
overnment, too, considers that, 1n order to find an efficacious solution of the difficulties 
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~th which we are now beset in the economic world we must not take our stand on too 
Wide a plane. That ia M. Marinkovitch's argument ~s well. 

Next! I wish to say haw strongly convinced I am of the need for close and broadmindcd 
co-operation among us all. I join in the feelin"'s of gratitude and admiration that have 
bee~ expressed to ~- Colijn for his wry ~rank"' and clear stat~.>ment. I thank, too, the 
Sections concerned m the Lt>ague Secretanat. U the aims of the 1927 World Conference 
have not been achieved, it is no fault of the Secr~.>tariat nor of those who presided over 
the subsequent Conferences. The blame must be laid on circumstanc~.>s which have been 
stronger than the will of man. . 

The 1927 Worl_d_ Conference was held at a moment of ~cneral prosperity. It was 
followed by the cnSls due to over-production and the maldistribntion of production 
which brought _with it a fall in prict>s, unemployment and all the difficultit>s that may b~ 
observed pr~ctically everywhere at the pl""~ent time. Among the concomitant phenomena 
I m3:y mention dumping, by which I mean both dumping practised by the, so to speak, 
classic methods, and social dumping, which consists of the lowering of the workt>rs' standard 
of _life in certain distric.ts to a level that it. is difficult to imagine, the sale of goods at a 
pnce below the cost pnce, and a whole senes of irregular measures, the effects of wWch 
are felt in trade and in international economic life. 

. May I draw the Commission's attention to the circumstances in which certain countries 
far from the centre of Europe, among them my own, are placed ! There are some nations 
which in this period of depression are struggling, if not for life, at any rate to defend 
themselves against difficulties wWch are quite abnormal. It must be remembered that 
even in normal circumstances these peoples have to contend with clifficulties that are 
due to nature herself - for example, the severities of the climate. Their standards and 
their work as well are hampered by shortage of capital and by the excessive interest they 
have to pay for loans. Unquestionably, these difficulties have boon fult mo1·e acutely 
during the crisis. That being so, it ia only natural that the countries in question should, 
for the time being at any rate, have recourse to defensive measures. 

• 
These facts demonstrate, in my view, the absolute necessity for establishing European 

co-operation in the economic field, and, in this respect, I join in the hopes that have been 
expressed by the various representatives on this Commission and I hope, in partlculiu, 
that the Geneva Convention concluded last March and ratified by my Government in the 
autumn, may come into force, thus constituting the first step towards economic co-operation. 

The Oslo Convention may perhaps represent a step along this road. We have to 
explore the possibility of establisWng a balance between consumption and production, 
promoting understanding between producers and consumers and, above all, preventing 
all irregular practices in international trade and international life. As these are largely 
social matters, it is, I think, extremely important to have the close co-operation of the 
International Labour Office, which has sent us a very valuable memorandum (Annex 2). 

Lastly, our object is to form an economic union between the nations. We have 
to try and secure greater freedom for the circulation of goods, capital and labour. I do not, 
however, quite understand - and in tWa I entirely agree with M. Marinkovitch - how this 
result can be achieved unless the possibility of making certain derogations from the most
favoured-nation clause be accepted. In tWa matter, we have not only to deal with measures 
to be taken beforehand when drawing up bilateral treatie<J of commerce, but we muKt 
likewise consider measures to be taken, so to speak, ez poat facto. We must try to lay down 
the rule whereby, when one group of States establishes a real rapprochement in the economic 
field, the other States may have an opportunity of obtaining the same benefits. The League 
organisations concerned have made very important atudies on this question. I wish to 
emphasise the need for continuing those studies, due regard, of course, being paid to the 
principle known as the " principle of fair treatment ". In other term11, if certain States 
agree mutually to gra~t one ano~h.er special. ben~fits, all other States would be entitled to 
obtain the same benefits on conditiOn of rec1proc1ty. 

This principle is, I think, indispensable if we wish to encourage a regional rapprochement 
on the lines of the suggestions made by certain delegates at the last Auembly. 

The question of agricultural credits, prim~rily concerns a~ricultura~ interests ~h~ch 
need immediate help. It ia, however, a questiOn of common mterest smce, by ass1stmg 
agriculturists we shall be increasing their purchasing power and facilitating general economic 
development.'. We shall probably return to this subject at a later meeting. 

I wish merely to emphasise two points : 
In the first place, this question concerns, in addition to.certain countries in Central a;nd 

Eastern Europe which have a wheat surplus, other States m North-Eastern Europe which 
do not export wheat but where farming is the principal national industry. 

Secondly, I should like to mention a s~heme which was submit~ed by the Latvian 
representative at the Sub-Committee of Agncultural Experts. Its ObJect was to found a 
European Agricultural Bank which, on the basis of a mortgage system, would endeavour to 
promote loans to farmers. That idea, I think, merits consideration and should be studied 
by our Commission. 
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·nts which I wish to mention. I hope that in this matter we 
hall Those a~e :~g:bi:: practical results, howev.er restricted. w.e must '!lllake every 

!rrort s:c,c~e: 80, for the revival of public confidence m every country 1s essentia · 

The continuation of the discussion was adjourned to the next meeting. 

9. Publicity of the 1\leetings. 
After an exchange of views in which the CHAmMA~, Mr. HE_NDERS~N, M. MoTTA and 

M. TITULEi!CO took part, the Commission decided that, tn future, da meehnga would be held 
in public. 

SIXTH MEETING (PUBLIC) 

Held on Tuesday, January 20th, 1931, at 3.30 p.m. 

Chairman: M. BRIAND (France). 

10. Question of the Participation in the Work of the Commission of European States 
Non-1\lembers of the League: Draft Resolution submitted by the Special Sub-Committee. 

The CHAIRMAN [Translation]. - The draft resolution prepared by the special Sub
Committee is as follows: 

" The Commission of Enquiry for European Union, . 
"Having regard to the resolution adopted by the Assembly of the League of 

·Nations on September 17th, 1930 : · 
" Decides to study the world economic crisis, in so far as it affects the European 

countries as a whole, and to invite through the Secretary-General the Governments 
of Iceland, Turkey, and the Union of Soviet Socialist Republics to participate in this 
study." 

M. MowrNCKEL (Norway) [Translation].- I certainly do not intend to oppose a motion 
which has been so carefully prepared and is so generally supported. For my own part, 
however, and with reference to what I said on Saturday morning, I am obliged to make 

. a reservation. Much as I would have desired co-operation with the States non-Members 
of the League in the questions we are considering and much as I would have liked to second 
any such co-operation, I cannot help feeling that this invitation is premature. When 
I recall the resolution adopted by the last Assembly, I regret that, before sending such 
an invitation, we cannot discuss the programme of our own work a little more fully. I 
may once again draw your attention, as I did on Saturday, to the concrete proposal which 
was submitted by the Danish Government and which, had it been adopted, would have 
afforded a definite basis, not only for co-operation among ourselves, but also for the 
co-operation which it is desired to obtain in the interests of all. 

The CHAmMAN [Translation].- I can only take note of M. Mowinckel's reservations. 

M. HYMANS (Belgium), M. MARINKOVITCH (Yugoslavia), M. QUiiilONES DE LE6N 
(Spain), M. BEELAEB.TS VAN BLOKLAND (Netherlands), M. WESTMAN (Sweden), Dr. MUNCH 
(Denmark), and M. MOTTA (Switzerland), associated themselves with M. Mowinckel's 
reservation. 

The draft resolution was adopted. 

11. Economic Situation : Discussion in connection with the Statement by l\1. Colijn 
(PresidPnt of the Second International Conference with a View to Concerted Economic 
Action) (continuation). 

M. TITt;J.EBCO (Roumania) [Tran.,1ation]. - I should like to join in the tribute that 
has been .paid by all members to M. Colijn's very lucid and courageous statement and to 
express my best thanks to him for the warning he has once again uttered with regard to 
the economic situation in Europe. 

I ~houl~ also like to say that I entirely agree with the profound truths which 
?tl. ?tlannkoVItch propounded t~e other day with so much sublety and wit. Our discussions, 
~owever, must lead to conclus10ns; otherwise they would be futile and useless. I should 
like therefore t~ deal as briefly as possible with the conclusions to be drawn from our 
debates_. I entirely agree that the European States must set to work again and seek, by 
~ austamed eUort and by mutual concessions, to remove the multifarious causes to which 
~0 due the absence of results folloy<ing on ~he Economic Conference and all the later 

nferenees. All that, however, will take t1me. What must we do meanwhile! 
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It would be unreasonable to ~Uer ~he European States as a remedy for their troubles 
the mere ho~e that from fresh discusston there will emerj!e a fresh academic resolution. 
In the_meantune, we must act and in such a way that it will be Jllain to all that the period 
of fulfi~ent ha~ actually beg~n: To my mind, that is a psychologicnl no less th1m an 
~conomtc neces.Slty. In my optmon, the sphere in which immediate action is most urrrent 
1s that of agnculture. ., 

I n?tice .tha.t the question of preferential tluiffs has given rise in this Commission 
to certam obJections. I do not think that these objections are insurmountahlo but I am 

· n?t. at ~he. same tiii?-e misled into thinking that we can immedintely get l"id 'of all the 
dillicultl~s mvolved m the solution of this question. I say therefore thnt we ndhere to the 
Roumaman Government's point of view as defined by our dolegntes on many 1mst occasions 
and I hope ~hat, at the ~orthc~mling Wheat Co!lference to be held in Rome, tho questio~ 
of preferential wheat tariffs wtll at length recetve the equitahle solution it deserves. 

In the ~eantiJ?e, wha_t must we dot To my mind, there are two problNns which we 
can take up Immediately With some prospect of success. The first is the Sl\le of the available 
stocks of cereals from the 1930 harvest. The second is the problem of agricult.ural credits. 

These two questions must be taken as an indivisible whole, for thoir concurrent solution 
":ould place the various States in possession of a diversity of means approprhlte to the 
Cll'cumsta.nces of each but devised for a single aim -namely, a first form of European 
co-operatiOn. 

There are some States in Europe which at present buy cereals to meet their own neflds. 
Why should they not immediately purchase the surplus from our 1030 harvests t This 
would entail no breach of any treaty of commerce whatever, it would be purely and simply 
a commercial operation, because so far as I can see, every country is entirely free to buy its 
foodstuffs where it thinks best. 

If cereals were bought to-day on the European market in places whore there is a surplus, 
you would not only be giving great help to many European countrieR but you would, at tho 
Jjame time, be accomplishing an act which would prove to all and sundry that European 
union is not a myth. 

There are other countries which do not buy cerealR, either becauRe they are not importers 
or because they have already assembled their stocks. They have, however, a quantity of 
available capital which they would be only too ready to invest abroad if rcaRonu.ble conditions 
of security could be offered. What is it that deters capital in these countries from taking 
the road of the Central and Eastern European markets t What iA the explanation of tho 
abundance of capital in the banks in Western European countries whore it brings in only 
1 per cent or nothing at all, while peasants in the Central and Eastern European agricultural 
countries are paying usurious rates of interest. To bo quite frank, the reason is lack of 
confidence. Confidence, particularly in matters of finance, is not created by making 
speeches. It is created by appropriate arrangements. 

What are the concrete reasons for the shortage of credit in the existing national 
agricultural establishments or in those which are on the point of being sot up, and of which 
the object is to help farmers. In my opinion, there are three main reasons. 

First, there is the diversity of law on mortgage, pledging, seizure and diHtraint in tho 
different European countries. Next, there is the hopeless confuHion in which western 
lenders find themselves when trying to ascertain the exact value of the scrip orrered them. 
Lastly, there is the absence of any international central establiHhment which would be 
conversant with the credit conditions of each country and might sell scrip with a full 
knowledge of all the circumstances - that is to say, after satiKfying itself as to the value 
of the pledges represented by that scrip. 

It would then be desirable for us to proceed immediately, under the auspices of the 
League, to (1) the unification of private law on mortgage, pledging an~ diHtraint, in so 
far as so-called agricultural loans are concerned ; ~nd (2) the fou.ndatwn o~ a centr~l 
establishment whose main task would be to discount the scrip of natiOnal credit 
establishments and to issue on the international market its own scrip which would be 
backed by its own cradit as an international e8tablishm~nt as w~ll.as by t~e comb!ned credit 
of all the debtor countries. We should thus be materially asstHtmg agnculture m Europe. 

These are things which can be done without delay. Why should not our Co_mmiHsion 
appoint a committee, consisting of delegat~s o~ certain S~a~ repreRented here, whtch would 
work in co-operation with the League's techrucal orgamsatwns f We already have at our 
disposal a very thorough studY: made b~ the Financial Committee. This, I think, iA a 
subject on· which we could qmckly achieve concrete results. If we do so, and do so 
immediately, we shall not only b~ helping very m~ny E~opean countrieA, but we shall also 
be making a first partial applicatiOn of the great 1dea whtch has brought us together here. 

But there is more than that. Tlle keenest imagination coul~ !lever conjecture all the 
changes that lie hidden in the future, for reaHon obstructs our V11110n and we see only the 
impossibilities of the present. The method of proceeding by stages, on the ot~er hand, has 
magic power and opens up time after time unsuspected prospects ; when the first stage has 
been passed things that to-day appear impossible will then be found easy and normal. 

If, therefore, you can proceed at once to take th~ first step _in the realm of agri~~ltur~, 
you will not only be helping many European countnes, you will not only be realismg m 
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art the ideal by which you are guided, but you will be ~etting in motion the machine which 
~ lead Europe to the conquest of her peaceful destmy. 

F.luch are the immediate and practical conclusions which in my view emerge from this 
discussion. 

Dr. CuRTJUS (Germany) [TranRlation]. - When we loo~ed in the ~or held UJ? to 
b M Colijn we certainly saw something that was not particularly pleasmg. I associate !!: s~lf, 'howev~r, with Mr. Henderson's thanks to. M. Colijn for havin~ given us the tr.uth 

ali the whole truth. The Commission of Enqmry f?r Europ.ean Umo~ would certainly 
be taking the wrong road if, at the commencement of Its task, 1t were rmsled as to the real 
position. · 

M. Colijn, at the beginning of his statement, said that he was not bring~g us the k~y to 
the solution of the European economic problem ; bu.t, toward~ the end ?f his observatiOns, 

·he gave us all the same an impression that he was m possesRlOn of a kind of master-key; 
he told us that to solve our principal difficulties we only had all to accept the system of free 
trade, or at least to make a systematic and uniform reduction in tariffs. 

In our discussion on the economic problem we were surprised to bear, after M. Colijn's 
masterly speech, another equally masterly speech by M. Marinkovitch, which although 
opposed to M. Colijn's ideas on many points, has made on us a perhaps even deeper 
impression. Nothing, I think, could indicate better the intricacy of the problem. 

There is, indeed, no direct or uniform solution for our difficulties. We must use 
different methods to deal with problems which have a different complexion in each group 
of countries. On this point, I entirely agree with M. Marinkovitch. 

The point which emerges most clearly from M. Colijn's observations is disappointment 
that one of the recommendations of the 1927 International Economic Conference, one. 
which became so renowned, failed to produce any result ; I mean the recommendation 
stating that the time had come to put an end to the increase in Customs tariffs and to move 
in the opposite direction. 

Can it really be said in such sweeping terms that this recommendation has had no 
effect! I feel sure that all Governments which assented to it honestly intend to put it 
into practice. In so far as the German Government is concerned, I can say this categorically. 
If the recommendation has not been carried out in the way in which we all hoped it would, 
this is due not to lack of goodwill on the part of the Governments, but to the fact that the 
situation has developed in another direction and that circumstances have gained the 
upper hand. There has been a sort of upheaval in the economic world. There, too, I can 
agree with M. Marinkovitch. 

In order to gauge the situation in this respect we must make a distinction between 
industrial duties and agricultural duties. If we compare the level of industrial duties 
to-day with that existing at the time of the International Economic Conference, we shall 
see that they have not increased. On the contrary, they have been lowered considerably; 
and the reductions are not only slight ones ; in the most important matters - for example, 
the duties on textiles -we find very appreciable reductions. 

This reduction of tariffs has been achieved both by bilateral agreement, as recommended 
by the 1927 International Economic Conference- I may remind you in this connection 
of the ~ranco-Germ~n Treaty of Commerce - and by independent legislation. The 
International Econormc Conference paved the way for the conclusion of the Franco-German 
Commercial Agreement which entails important reductions of duties in the two countries. 

It is, I think, desirable that this fact should be definitely placed on record in order 
to save the honour of the 1927 Conference. 

The German Government, moreover, has been to a very large extent guided by the 
Confere!lce'~ reco!Ilmendations in its attitude to the many efforts that have been made 
to obta.m higher mdustria.l duties. The same may be said, I imagine, of other countries. 

The situation is entir~ly dif~erent when we come to agricultural duties. In Germany, 
yve ha~e to-day on_ certam agricultural products duties which we would have deemed 
1mp~ss1bl~ at the t1me. of the International Economic Conference and even a year ago, 
but m .this case the. radical change in the situation on the world market took us, like other 
countnes, by surpnse and we have been forced to introduce extraordinary measures . 

. The reasons for this unavoidable policy of raising the duties on the more important 
agrtcul.tural products are not ~o ·be ascribed to agriculture in the different European 
~untnes, nor to European agnculture as a whole. These increases were necessitated by 
t e gr?wth of production and by the fall of the cost of production in the big overseas 
countnes. Those are factors over which we have no power. It cannot surely be argued 
th~t th7 Europ~n Governments are to look on at a change of that sort with folded hands 
an to eave thell' own agriculture in jeopardy, when they see for instance, that the price 



of wheat has fallen by one-half on the world market and that the prires of the other cereals 
have declined everi further • 

. Germany is commonly regarded abroad as an industrial country. In actual fact, 
3:gncultural produce represents 40 per cent in mont•y ''alue of our total output. This 
figure .shows _that the preservation of her agriculture is ,·ital to Germany, that she too, 
~ccordingly, 18 forced to take effective and prompt measures to avert the collnpse of this 
mdustry. 

In his. reply to l\I. l\Iarinkovitch's observations, 1\I. Colijn reft•rred to the sugar market. 
I should like to deal with this illustration in some detail for the conditions on the sugar 
market are, to a certain extent, characteristic of what is happening on other a<>ricultural 
markets. " 

. What are the circumstances from the standpoint of the production of sugar! At one 
time, Germany us.ed to be one of the chief sugar exporting countries. At the present time 
the sugar _output lD the cane-sugar producing countries bus grown onormouHly ; and owing 
to &; co~Siderable extension of the area under cultivation and to improved methods of 
cu_It:i~atiOn and production prices have fallen by about two-thirds siutle 10:.!3. I do not 
cnti01se the cane-sugar producing countries for increasing tht•ir output, but the argument 
must not be used against the countries which are now on the defensive : the lnttl'r must 
not be blamed for defending themselves. The situation is much the same in rt•ga~rd to 
wheat and other agricultural produce. · 

In the case of sugar, an international Convention has boon concluded, and a blow 
has thus been struck at the root of the evil- that is to say, over·llroduction. I trust that 
this experiment will have lasting results. 

M. Colijn thought that the Sugar Convention might be taken as a model for what 
it woul~ be P?Ssible to do in ~ther spheres of agricultural production. I am diMposed to 
agree With th1s recommendatiOn, although, obviously, the circumRtamces are very much 
more complicated in the other branches of agriculture. 

I should like also to express the hope that the world Wheat Conference, to meet in 
March 1931 under the auspices of the Internntional Institute of Agrieulture at Uome, 
will explore this problem in detail and discover solutions on the lines of the Sugar Convention. 
The non-European wheat producing countries are, I conHider, deeply conctwnetl in the 
success of the Wheat Conference, because only with their assistance and if they untlerHtand 
our problems can the anxieties of the European countries as to the very existence of their 
agriculturists be allayed. 

Whatever the result of the Wheat Conference, the work to be done in connection 
with it will in any case be extensive and protracted. Our CommiKHion should study 
meanwhile certain special Eupean problems. We have before us the proposal for a 
preferential system for wheat from South-Eastern Europe. Like l\1. Colijn, I hope that 
this proposal has not been definitely barred, notwithstanding the rather negative· attitude 
adopted by the Conference of Government representatives in November. I hope, on the 
contrary, that we shall re-examine this proposal in our Commission. The exchange of views 
between M. Marinkovitch and M. Colijn has given us a glimpse of fresh possibilities ; perhaps 
I may be allowed to go a little further into this problem. 

I should first like to make a few comments by way of supplementing what 
M. Marinkovitch has said. In addition to the Iberian ClauHe and the special arrangements 
made between Austria-Hungary and Serbia before the war, there are many other examples 
of exceptions to the most-favoured-nation clause which have received general sanction. 
The Iberian Clause does not apply to Spain and Portugal only. These two countries have 
reserved the right to grant preference to certain South American countries as well. There 
are likewise the Scandinavian and Baltic Clauses. Russia has reserved the right to grant 
preference to certain Asiatic countries and Turkey has reserved the same right in respect 
of certain territories in Asia. Further, some of the South American countries have 
reserved the right to grant preference to one another reciprocally. 

The classic and at the same time, the most important example of this type of exception 
is that afforded by the preferential relations between the mother country and the overseas 
colonies. 

M. Colijn in his reply, a~rreed that these cases were justified politically and geographi· 
cally. He w~s, however, e';tremely reserved in dealing with the. question. whether 
this principle could also be allowed as between other European countnes- for mstance, 
and 1 cite M. Colijn, between France and Germany on the one hand an~ the 8o~?-t~-Eastern 
European countries on the other hand. Should we be really oversteppmg the linuts of the 
preferential systems that have received general sanction ~ we granted the sam~ right to 
countries which are economically interdependent and. which have for a long t1me been 
in very close economic relations! Would not such a nght be far more real and far more 
justified between European co~ntri~s like those ~ have described, than between _the 
European countries an~ co~tnes m· other contments I The answer must, I think, 
necessarily be in the affirmative. 

1 should like also to observe that out-and·o~t preference, br which. I mean a Cl!sto_ms 
Union, is generally recognised, from the s~andpomt of co!DmerCJ.al ~r.eaties, as constitutmg 
an exception. Why should it not be possible, by a unarumous dec18Ion on the part of the 
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countries concerned, to institute partial preference seeing that out-and-out preference is 
not under discussion for the moment! 

The assent of third countries enjoying the benefits of the most-favoured-nation clause 
would, of course, have to be obtained. M. Colijn, in his reply, p~inted out toM. Ma.rinkovitch 
the real difficulties that had been disclosed at the Conferen~ m November. It 1s not that 
the importing countries would oppose prefer~nce, but . mam!y ~hat they are concer~ed 
with the resistance that might be made by thrrd countnes enJoytng_most-f_avoured-n~ti~n 
treatment and with the disadvantages t~at would_ ensure _for t_he ~mpor~mg countnes m 
their commercial relations with these thrrd countnes. This pomt 1s of Importance ; for 
instance one of the Sub-Committees at the November Conference unanimously declared 
that th~ assent of third countries enjoying most-favoured-nation treatment was a preli
minary condition for putting the proposed system into effect. But how can we hope that 
the most favoured overseas countries will acquiesce in any such inter-European preference 
for wheat unless the European countries themselves have agreed _on this point! Only 
after the European countries represented on this Commission have come to an agreement 
shall we have any justification for asking the overseas countries if they are ready to approve. 
There will be no lack of arguments and figures to prove to the non-European countries 
that an economic revival in Europe is in their interest as well. 

As regards the procedure, I suggest the following system which seems to me the most 
useful : bilateral preferential treaties should first be concluded between the various South 
European wheat-exporting countries on the one hand and the importing countriea on the 
other hand. These treaties would then have to be brought to the notice of this Commission 
with the request that it should sanction them as constituting a derogation, as regards 
Europe, from the most-favoured-nation clause. It is for that reason that I think it so 
desirable to have amongst us the European countries which are not yet represented here 
but which are essentially interested in this matter. After this Commission has authorised 
the derogation from the most-favoured-nation clause, it will then be time to consider 
when and in what way the assent of the non-European countries could be obtained. 
Meanwhile, we might perhaps proceed on the lines indicated by M. Titulesco. The German 
Government awaits concrete proposals and will give them all favourable consideration. 

M. Colijn, in his reply, said that he personally would find it easier to accept the idea 
of preference if the Geneva Commercial Convention were put into force and so provided a 
guarantee of stability in European commercial policy. I should like to reconsider this 
argument and I think it desirable that, when we come to deal with the problem of preference, 
our Commission should bear in mind the connection to which M. Colijn alluded. 

In the first place, we shall have to take a decision of principle on the question whether 
we wish to· examine constructively the proposal submitted by the South-East European 
States. May I suggest that M. Marinkovitch should bring forward a motion and thus 
give the Commission an opportunity of taking a decision f 

The organisation of agricultural credits also was very prominent in the economic 
discussions at the last Assembly and in the November Conference. I agree that the 
Commission should include this problem in its programme of work, possibly after consulting 
the Financial Committee, and I learn with pleasure that we are going to hear what M. Suvich 
has to say on the matter. True, I do not consider that agricultural credits alone will 
provide a prompt and final solution for the difficulties of the agricultural countries. What 
the latter need is an opportunity to dispose of their harvests in the next few years. I 
sho~d not, however, like to underestimate the importance of organising agricultural 
credits; on the contrary, Germany, too, is concerned in this question. Our farmers suffer 
f~om the fact that these credits are short-term credits and that the rate of interest is very 
high. They are particularly hard hit because German farming, being intensive, depends 
to a very considerable extent on the financial resources offered by foreign capital. They 
therefore depend far more than the farmers in other countries on the money market. Even 
at a time when agric~ltural prices were better than now, European farmers would have been 
unable _to earn profits commensurate with the rate of interest now demanded in Europe 
for agncultural loans. They will be still less able to carry such rates in circumstances 
like the present, when prices are extremely low. 

Our Commi~sion,_ however, must not, in my view, deal solely with t.he problem of credits 
or that of the fmanCial and gold market in its relation to agricultural credits. We must 
consider these problems in their general aspect. The economic troubles of the world are 
ver~ largely due to the disorganisation of the money market, I mean the silver, gold and 
capital ma~kets as well as to the fact that demand and supply, when the latter is abundant, 
~o not adJust themselves nowadays as quickly or as certainly as before. The situation 
IB however ~n abnormal one when, in some countries, capital can find no employment 
or ~a~ oD;ly find employment at quite inadequate remuneration, whereas in others economic 
rtlVIty 11! paralysed b~ the shortage of capital or excessive rates of interest. Here, too, 

concur m what M. T1tulesco has said. European co-operation makes it a. duty for the 
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countri~s whi_ch hav~ surplus capital to try and rt>storE> the balance betwf."en want and 
plenty m thrur own mtf."rest as much as in that of the countrit•s which nf."ed capital. 

Among the problems d_ealt with by ~I. Colijn I should like to considt•r nlso the British 
~nd Dutch prop?sals subnutt~d to the Conft'l't'llee in :Non•mlu.•r. I think I may say that 
1t was partly owmg to the action takf."n by Germany at the .Asst•mbly amlnt tho Non•mbcr 

. Conference that these proposals Wf."re t>xamint>tl. :Nt•t>tiless to say, Gt•rmuny is n•ndy to 
enter upon the proposed negotiations. Since that time au t•xdmncre of views hns bt>en 
begun bet":ee~ the ~ritish Govf."rnment and other Europe;IU Gon•r~nwnts. I trust tha,t. 
thes~ ne~otlahons Will be succt>ssful. Their suet•t•ss is both tho t>sst•ntial t•ondition for the 
puttmg mto force of the Geneva Commt>reinl Convention of l\lareh l!l:IO nud the basis for 
a more durable development of the econontitl n•lntions bt•twt•t•n Buropt'IHI countrit•s. 
The Ger~an Government had these considerations iu mind wlwu it l>hwed tho ONleY!~ 
Convention before our legislative bodies. 

I think I may sa! that our discussion here on l\1, Colijn'11 statement muy bo taken 
to show that we are firmly resolved to tackle these problems SNiously. It is extr{'IIWiy 
useful to ~ave had a clear statement of opposing idt•as uml antngouistio intt•rt•sts. If we 
are .to strike t~e bala~ce between the divergent economic intNt•Mts in Europt•, we muHt 
begm by knowmg the mterests of the different countries. Fmnk discus~ion is, therefore, 
a preliminary condition for success. 

M. DE VA~CO~CEL~os (Portugal) [Trans'ati011]. - l\1. Colijn's mn~tl'rly Htatemeut 
on the e~ononuc Sltuat.lon of Europe, gloomy as it was, concludt•d wit.h nn uppt•nl for 
co-operatwn as the only means of avNting t.he <lisastel's l'llsning from tho must formidahlll 
economic crisis the world has ever known. 

It is recognised that, on the one hand, and viewing the situation from u. ct'rtain nspeet., 
Europe is most deplorably divided betwl'en industrial unt•mploynwnt in tho Wt•Ht and 
agricultural depression in the East, and that the main ft•ntltrt•s of tho e~·unomio culhtpHo 
and disorder in our continent are a shortage of the prineipal raw nmtl'rialH ntul n pluthom of 
certain others. The situation is aggravated by the loHs of somo of tho most important 
markets outside Europe and by excessive Customs proteetion. 'l'htlHO have l'l'snlted in a 
prolonged economic war to the death, in which tariffs are used llR Wt>aponH of offmwe and 
which has gone on developing along a front that has hN•n extended by !W,OOO kiltllllllt.rcs 
solely in consequence of the new frontiers. 

It is not, therefore, surprising that the premises of ~Ialthus have undt1rgone u. mdieal 
change. Driven by new laws governing international economicll, some :lOO,ooo,ooo 
Europeans are asking only to be allowed to produce and to buy, once intNnntional tmdo 
has been facilitated and the congestion in metal stocks relieved hy a sonr11l orgauiHaUon of 
production and credit, based on the reconciliation of the two oppoHing European ZOIII'H in 
accordance with the sage advice of the International Chambt1r of Commcreo. As againHt 
this, it is stated, on the basis of world statistics, that renewed induHtrialactivit.y haH umm 
particularly conspicuous in Europe ; that in no part of the world has the rythm of eeonornic 
progress been more regular ; that Europe is not only ArnE>rica's big'g-est creditor and biggt~Ht 
debtor, but likewise her principal market, notwithstanding the stl'ady growth of ex ports 
from North America to Latin America and that our age-old Continent iH still, from tho 
standpoint of quality, the most important human reservoir in the whole world. 

What are we to infer from this incongruity which is perhaps more apparent than renlt 
That there is urgent need of co-ordination between the countries which can no longer 
remain mere witnesses of the struggle. 

The Economic Conferences convened by the League of whieh M. Colijn has given us so 
impressive a review, have striven to establish that co-ordination. Portugal has shared in 
all this work. She has accepted those conclusions which did not entail a eomplete revolution 
in her economic policy. She has adjusted her legiHlation to the provision11 of the 
Conventions which although calling for certain sacrifices, were calculated to be really 
helpful in improvi~g the economic situation of ~he world. Jo:o~ examp.le, art~r making 
important changes in our fiscal system, we have s1gned and ratified the Conventwn on the 
Abolition of Import and Export Prohibitions and Restrictions. 

To our great regret we have unf~rtnna~ely bee~_unahle to.sign.and accer!t the Prelimin~ry 
Convention for Concerted Econonuc Actwn. "ithout gomg mto det:uls, I should like 
briefly to explain the reasons that have prevented us from doing so. The proposed 
Convention made an unduly technical division of the countries into two groups according 
to whether their Customs policy was one of consolidation or not. Portugal, although a 
prot(;ctionist country was thus arbitrarily claRsified in a group comisting of the free-trade 
countries and was c~nsequently deprived of the power to reserve a certain freedom of 
action in Customs matters as reuards certain articles which are vital to ht~r economically. 
We also asked for authorisation t~ keep our.legllilative pr?visions whic~ enable u~ ~o safeguard 
certain of our products against the practices of dumpmg and unfair competltwn. 

We were therefore faced, on the one hand, with the necessity of accepting a 
situation at variance with our entire ec_onomic policy, while, o~ th~ othe~, we were preve~ted 
from protectinu ourselves aaainst certam methods of attack which imperilled our productwn; 
consequently, having failed in our efforts to ob_tain the ~ee~ssary changes for ,saft·gua_rding 
our vital interests we were compelled to abstam from s1gnmg the proposed Conventwn. 
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We have, however, signed the Protocol c~ncerning_ the, Progra~me _of Subs~quent 
Negotiations and, in our reply to the Econonuc C<?mnuttee s q~est10nnaue. and m. the 
declarations our delegates have made, we have explamed w~a~ actiOn should, m our VIew, 
be taken and how we can best co-operate. In the first place, zt IS necessary to study t~e best 
means of disposing of surplus stocks. .A bet.ter knowle~ge ?f the s_urpluses hel~. m the 
producing countries, and of qualities and px:zces;. ~f~ectzve mternatzonal. recogmtzon ~or 
appellations of origin and local marks;_ credit facilities commens~r!l'te wzth the secunty 
offered and the size of the transactions mvolved; a mutual recogmtion of the advantages 
which would be derived from always granting preference on the European markets. to 
the products which they are able to ~ffer _upon b_etter t~rms: sue~ are ~he mea:~s which, 
coupled with reasonable tariff reductiOns m the 1mportmg countnes nught facilitate the 
disposal of surplus stocks and gradually relieve the crisis. 

:Nor are we opposed to a study of the effects of the most-favoured-nation clause, 
which is embodied in almost all our commercial treaties, with the object of adjusting it· 
to the existing economic circumstances and exigencies. 

Portugal is not a small country as is often said by those who forget the overseas 
territories bequeathed by the heroic exploits of the past. Her economic position, however, 
is a difficult one. She has just passed through an extremely dangerous financial crisis 
from which she has only emerged thanks to the very heavy sacrifices imposed by wise, 
firm and intelligent leadership. She has succeeded with her own internal resources in 
stabilising her currency which had depreciated more than twenty times and in balancing 
her budget which had long shown a deficit. .And yet, if, in our total budget, which is 
about £15,000,0001 there were any wide fluctuations caused either by gold exports or in 
a decline in the principal heads of revenue, the balance so hardly won would probably be 
in danger of collapse.- That might have happened, for instance, if we had signed and 
immediately applied the Preliminary Convention of March 24th, 1930. 

Two of the chief commodities in our trade, which have been mentioned over and over 
again in this discussion- wheat and sugar- might have been so seriously affected by 
the fluctuations which have occurred that the consequences would certainly have been 
most serious for Portuguese farming and the sugar industry in our colonies. Increased 
production of wheat has enabled us this year to obviate an import of £1,500,000 ; and 
the defence of our sugar industry has saved us another half million pounds sterling. I fear 
that, in the framing of the Convention, the consequences which an additional burden of 
£2,0001000 may have on the exchange of a country with a budget amounting to £151000,000 
are not always realised. It is so small a matter- for the great. 

We insisted on k.eeping the anti-dumping provisions in our tariff laws, though a year 
ago we were asked to delete them ; have the events of this year not shown beyond all 
doubt the wisdom of our foresight! Have not certain countries been obliged to enact 
urgent provisions similar to those they had disallowed in our case! 

.All this goes to prove the complexity of the problem; it demonstrates the diversity 
of the situations of which account must be taken when countries are asked to make 
sacrifices in the common cause. Portugal is a European country ; but she possess territories 
in all parts of the world with a native population that is rapidly developing and is 
constantly making demands for education and civilisation which are rather a charge upon 
the mother country than a source of revenue. 

The basis of our economic structure is a variety of products of European and colonial 
origin. This complex structure explains the divergencies which have sometimes prevented 
us from accepting some of the economic Conventions drawn up by the League. It should 
likewise enable the excellent economic authorities at the League to realise the necessity 
of adjusting their ideas to the facts of life in the different countries. 

The general discussion on the economic situation was closed. 

12. Agricultural Credits : Statement by l\1. Suvieh (Chairman ol the Financial Committee). 

The CHAmMAN [Translation].- I will now ask M. Suvich, Chairman of the Financial 
Committee, to give us an account of the Financial Committee's work on agricultural credits . 

. M. SuviCu (Chairman of the Financial Committee) [Translation].- The problem of 
agncultural credtts was submitted to the Financial Committee for examination by the 
terms ?f a resolution adopted by the Second Conference for Concerted Economic .Action, 
W:here 1t had b_een proposed that the Central and Eastern European countries should be 
~ven such ass1stance as would enable them to improve the position of their farming 
mdustry. 

Thi~ problem invo~ves the solution of so· many technical and legal questions that it 
w~s ob:1ously n?t posstble thoroughly to investigate it in the space of a few days. The 
Fmanctal Comm1~tee also _had before it the results of the enquiry made in the Eastern 
~uropean C?untrtes _followmg _on the Warsaw Conference and, in particular, certain very 
!mporta~t mformat10n covenng the various technical aspects of the problem ; this 
mfo~ma.t10n has been compiled in the last few years by the International Institute of 
Agrtc~lture at Rome, and 1\1. de Michelis, President of the Institute, was good enough to 
expla.m to us its main lines. 
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As theln n t · · · . . s 1. u e Is contmumg to E"xplore the problt•m from the genemlJloint of ,·iew, the 
Fmafncial ~ommittee's task is to consi<lt•r, upon the basis {\itht•r of th{' {'Xistin"" information 
or o any mfor at· h' h · · · ' "" . ~ IOn w IC It may r~;~ceive from the compt•tt•nt tN•hnit•nl organs or whit'h 
It m~ coll~ct It.self, whet~t>r pral'tical rt>snlts may be antil'ipntt•d in tho fit•ld of finnnctl. 

. e Financial ComrrnttE"e fully r~;~alisE"s the importrmro of the problNn submittt>d 
to 1~d both fro_m th_e stand~oint of the ugri<•ultnral JlOpulntious tht•mst'lns nml from tho 
wor econo~IC POI.nt o_f ':lew .. ~l'fort> St•tting to work, howt-n•r, it is nnxions to mnk<• 
one observation which! m Its opm10n, dominatt's the lt~t·hnicnl nspt•cts of tht' mattl'r. 

The obstacles which at prt's<'.nt JlTt>Y<'ilt ulmost all movt>mt•nt of <'llpital from ono 
country to anothe~ are not of a kind that can be rt'mt>dit•d by purt-ly tN·hnit•nl finanriul 
measures. There IS no do~ht that the considl'rations whi<'h nt Jlrt.'st•nt kt•t•p t•npitul out 
of the ~ar~ets where there IS most urgt-ut nt•l'd of it, are Jlfimurily politit•nl. Agri<•ultnrnl 
depressiOn IS, mor~ovcr! only OI~e of the asiwcts of the gl'lwml dt•prt•ssinn afft•l'ling the 
mo-y~ment of capital, Irrespe<'tive of the purpose for whit•h it mny bt.' intl'mlt•d. 'l'he 
pos1~10n therefore cannot be remedied by disrt>gnrding gt•Ill'rnl mt•asurt•s for rt•t•onstrul'linn. 
~nxwus. therefore as the ~inancial Committee is that t•apital should flow again in l'l'l'tnin 
mternatwnal channels whiC~ prt.;sent so many advantagl's from nll poinh of vit•w, we muNt 
ack!'?wledge that the q~estlon Is not purely one of financt•. The Committt•e ('tlllhl only 
anticipate a successful Issue to the efforts that are about to be nmtlo in tho mat tt•r of 
agricultural credits provided that confidence is revived in intt•nmtionnl affairs: and that 
is the task of the politicians. 

Subject to this preliminary observation, the Commith•e conNitlert•tl that it mi,ht 
be useful to study without delay the most practical method of tintling in the Cirmn~ial 
field, a solution for the agricultural needs of the Central and EaHtt>rn Eu

7
ropeun eount.rit•s. 

In this connection, we think it possible to lay down certain principlt•s whieh woultl ftu•ilitate 
the success of the operation. These principlt>s are connectt•d more E"Hptwiully with tho study 
of long-term credits which appear to be the most suitable mNtns of obtaining fort•i~o:n 
capital. The first subject of this study should be the form and purpose of credits capable 
of being granted direct to individual farmers or co-operative assol•iatious and whltlh mi~o:ht 
be used either for the redemption of burdt.'nsome debts or for improving the tt•ehuieal 
methods of production with the object of making them more remunerative to the protluct•r. 

The next matter to be considered would be the organisation to tranHnet the businl•Hs. 
The best system apparently would be to entrust the granting of loans to locallnHtitntos which 
transact business on the spot and so are in a position to have direct knowlotl~o:e of the 
circumstances of each borrower. In each country there should possibly be an organisation 
which would combine local institutes in a central national institute, whose function it 
would be to initiate and be responsible for the a.gricnltnral credit policy of the whole 
country. These central institutes in turn might be in touch with an international h1stitute 
which would thus be the corner stone of the whole structure. 

A further question to be examined is the duration of such loans; the expr08Hion long
term is somewhat loose. 

Lastly, there is the question of security and this is the most important of all. The 
first security should be the mortgage ; but we might likewise considor the poHHibility of a 
guarantee by a national institute, by the Government concerned and by the international 
institute. 

The mention of a few of the points which will have to be studied surtices to show that 
there are numerous other difficulties of all kinds. Who will issue the bonds and so assume 
liability for the debt towa.rd~ the bond~oldersf Wi~l .t~e intcrnationu.l ins~itu~e do this, 
and if so. what security will It have agamst the possibility of a State beconnng IIIHolvent f 
Wili it be' possible to have the joint guarantee of all the Statesf If the nationallnHtitutea 
assume the liability, will not the result b_e that we shall have so great a variety of scrip 
as to be detrimental to the loan operatiOns as a whole t 

Who will constitute the capital, seeing that the remuneration will obviously be very 
lowf In order to promote credit, will_ it be pos11ible to unify t~e law of the different 
countries, at any rate in respect of secun~y ~nd metho_ds of executwnf In what currency 
are the bonds to be denominated and wlil 1t be possible for the mortgages to be ';lrawn 
in the same currency! What is to be done to ensure that the term of the bond11. IHHued 
on the market coincides with that of loans granted to the borrowers who may have diUercnt 

. terms! . . . . 
To solve these difficulties and any others that are certam to anse dunng Ita 

investigations the Financial Committee will have to call in agricultural credit experts. 
There will be further difficulties to surmount, su~posing the Con!rr!i~tee deHire.s to con~ider 
as well types of credit other than long-term credit ; for the possibiht_y <!f an mternatwnal 
solution for this kind of credit as well cannot be ruled out at the be~'lnmng. 

For these reasons, the Financ~al Committ~e thi_nks it ad.viKab.le to set up ~ speci~l 
delegation consisting of representatives of ~he Fmanc1al. Comrmttee ItHelf, of. the Econoll';'c 
Committee and of the International Institute of Agnculture, together Wit~ experts. Ill 
agricultural questions. The delegatio!' wo~d be a~ked to rropoHe a practi~al solutiOn 
for the special case submitted to the Financ1a~ ~omrrnttee .. \\ ~ may hope that It would be 
able to make concrete proposals at the ~ouncil 8 next sessiOn m l~a.r. , . 

The Financial Committee. was. ~nxw_us ~o draw the. CommlHHIOn s atte_ntwn t? the 
complexity of the problem and Its difficulties, m or.der to 171ve you as exact an ImpresHion as 
possible of its nature ; we nevertheless hope that 1f all will put a shoulder to the wheel a 
solution can be found-
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The CHAIRMAN [Trans~ation]. - On behalf of the Commission, I sincerely thank 
:u. Suvicb for his very valuable sta~ement. He b~s given ~s a v~ry c~ear summary of all 
th ts Of the Problem with which we are dealing, and 1f, as I 1magme, some of us have 

e aspec · · f · ul 1 dit M S · h h · d b t'ons to make concerning the questiOn o agnc tura ere s, . UVlC • as prollllse 
~0 ~~:: ~imself at our disposal and to give any additional explanations for which he may be 

asked. · t' · 't I t b t 'th This Commission bas to consider the economic ques 1on m I s genera aspec s, u W1 
more particular references to its reactions on the problems of Europ~. We are co~ronted 
here with two problems : there is first a general one, tha~ of the. agnc~ltural questions, for 
which 8 solution will have to be found for the futur~: this solut~on will probably be found 
in a few month's time at the important Conference m Rome wht~h all the most competent 
agriculturists have been invited to atten~. The second mat.ter _IS o.f the utmost urgencr, 
I mean the question to which M. Marinkov1tch drew ou! atte~twn m his pungent an~ grap~c 
but, at the same time, very eloquent sp~ech.. M. MannkoVItch pour~d forth the VIal~ of his 
scorn on the use of oratory at a meetn~g like ours ; and he was n~ht. Oratory 1s not, 
however negligible because it gave us his speech and others of great mterest as well. But 
neverth~less be has' made us realise that there are times when words, however eloquent and 
however suggestive, are not 'enough. He said to us : " In. actual fact, you are fa~ed with 
deep suffering and di~tress. You have been summoned like. do?tors to th~ bedside o! a 
patient. I hope that you will be good doctors and that you will g1ve the patient something 
besides words of vague comfort; I hope you will provide, as far as may be, an effective cure". 

We are faced with this very serious situation. We have to show what we can do, to 
give a first idea of what union can effect. We are confronted with ~me of tho~e prob~e~s 
I described in the memorandum that was sent to you as demanding collective politiCal . 
action by all the European countries. As I am dealing with a concrete case, perhaps I may 
take the opportunity to dispel misunderstanding due to the form in which this passage in the 
memorandum I sent you was drafted. 

When I said that the political question was preponderant, many people thought that 
I was disregarding the economic problems, that I regarded them as secondary and that 
I put politics before economics. I merely meant that, notwithstanding the great ability, 
competence and distinction of the experts to whoin we from time to time apply for 
enlightenment on certain serious problems, and notwithstanding the very sincere admiration 
we feel for them, their recommendations have not always been followed by action. 
M. Colijn, bitter and gloomy as was his statement, did not withhold all encouragement; 
he showed us that he, like many other competent men, has met with disappointment ; he 
concluded, as I did, that there comes a time when Governments must help, and help 
conjointly, in carrying out the counsels of the experts. 

What is needed is political action. Although M. Colijn did not actually appeal to the 
goodwill of the Ministers for Foreign Affairs to deal with the troubles of the Ministers for 
Commerce he was within an ace of doing so. He did not ask them to dispute but to 
collaborate : he said that if no effort were made from the political side, antagonism and 
particularism, honourable though they may be in matters of such gravity, would prevail. 

It is therefore ·essential for us, as an assembly of statesmen, to go to work with the 
determination to succeed. The most important question before us in connection with a 
regional union such as ours is that of co-operation. In that we are in accordance with the 
spirit of the League whose activities have always been imbued by the desire for collaboration 
and mutual support. 

We are ~eady to relieve certain sufferings that have been brought to our notice .. 
We have no right to turn aside from them. In an emergency like this we must find an urgent 
cure. How are we to do so! Now that we have talked matters over and we see what 
n~eds to be done, we s~ould, I think, imme~iately appoint a com~ttee, consisting, say, of 
nme members, to consider the draft resolutwns that have been prepared as the discussion 
advance~ and .that have been announced to the Chair. The committee would be guided 
by our dtscusstons and would draw up a resolution which might be submitted to us very 
soon. . It must be clear that in adopting that resolution we shall not be performing a mere 
platoruc act of courtesy, but that we shall endorse it with the resolve to make it live- that 
18 to say, to ensure results. 

With regard to agricult~ral c~e~ts, .M. Suyich has shown us the complexity of the 
problem. and all the practical difficulties which are likely· to be encountered, His 
obse~vat10ns were advanced in an eminently rational spirit. This matter we see has been 
studied b~ the Lea.gue Financial Committee, and we know that the C~mmitte~ explores 
problems m all their ~spects. It does not disregard difficulties but neither does it court 
them. .It would be nght to say that when it takes up a. subject it has the habit of 
succeeding. W~ have never had to record a. single failure on its part. The information 
that has ~een .given ha~ b~en put forward with a full knowledge of the facts. 
d b I noticed 1n M: Suvic~ s statement nothing that would paralyse our action or definitely 
w\:rt~s ~om t~kin~ actiOn: We see that the problem is complex. We shall take it up 
CI . e. eter.mmat10n to find a solution. I am sure that after further discussion the · 

omiDission w1ll be able to take a decision. ' ' 

whol![. !~A~INKOVITCH (Y~goslavi~) [T~anslation]. - I agree to the proposal to refer the 
to sub~ts t~: ftolla c_omiDittee w

1
hiCh will be requested to draft resolutions. I should like 

o ov.'Ulg proposa to that committee : 
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".~he _Commis_sion of Enquiry for European t:nion, no tin~ the necessity of 
org~rusmg m a ratiOnal I~_~annt>r the economic rt>lntions bt>t,Wt'l'n Europt>an countril's, 
decides to set up a Comnuttet>, to be constituted ad lloc to study this qut,stion and the 
pro~osals made by the South-Eastern European countrit•s at the Economic Confl'l't'nce 
ill November, proposals concerning preft>rtlntial tariffs." 

I have n_ot mentioned bilateral treaties bt>cause according to what l\l. Colijn and 
~thers have sa1~, the most_-favoured:nation clau~e is not rt'gardt•d as atlogm1\. Comt>q1wntly, 
if '!e succeed m c?ncludmg our b1latt>ral tn•atit•s, no country in Europe will, I think, be 
entltl~d- to compl~m on grounds of principle. A country might complain i[ ih intt•rt•sts 
w~re InJured but It could not do so merely on the ground that the trt•aty was at Vl~riant•e 
With the most-favoured-nation clause. 

Dr._ CURTIU~ (Ger~any) [Translation]. - I imagine that the committt>o Jll'OJHISt•d by 
t~e Ch~uman will consid~r a number of economic qut•stions whil'h in my ''il•w art~ ripe for 
discussiOn ho;e. ~that IS so, it will deal not only with the proposals whil-h tho ('lmimmn 
and :r.I. MarmkoVItch have mentioned, but alNo with other economic q1wstions whil'l1 
have to be solved. 

These_ ~ther questions should, I think, be studied by the committt~o with the objert 
of deternnnmg the most suitable methods for tht•ir invt'stiroation by the Conunission of 
Enquiry for European Union. .. 

I should like to take this opportunit,y to make an obst>rvation conrt•rniug tho 
participation of the Free City of Danzig. Some speakers consider that tht•ro are !'lll'tl\in 
difficulties in this connection. I should like to propose that bofore our 1\lay st•ssion au 
invitation should be sent to the Free City to take part in our work. As I have said, I 
will get into touch with the Polish delegate on this point. 

Mr. HENDERSON (British Empire). -I agree to the proposal to appoint this cornmitttlO, 
I only wish to say that I hope it is understood that in allowing M. 1\lariukovitch's 
declaration with regard to the most-favoured-nation clause to pass we do not lwroby 
accept his declaration. 

The· CHAffiMAN [Translation]. - I should like to reply briefly to tho queHtion put 
by Dr. Curtius. The committee I propose would be a drafting Committee to which all tho 
draft resolutions handed in to the Bureau would be sent in accordance with tho normal 
procedure and which would report to this Commission. We cannot discus11 lwre all tho 
draft resolutions that have been submitted, for if we did so we should never fiui11h our 
agenda. 

The Commission of course can always enlarge the committee's jurisdiction and refer 
other broader questions to it, but for the moment I think it should be merely a dra:ting 
committee. 

The question of Danzig has been raised. l\1, Zaleski spoke to me on tho subject arul 
Dr. Curtius has placed it before the Commission. This is a special problem whit~h llllllflM 
close examination. It has arisen in connection with another organisation and I b11lieve 
that the Permanent Court of International Justice has even lwon ask11d to give a l11gal 
interpretation. I am not quite_ sure _of the ~acts and I wi~l ~ot t_herefor~ hazard an _or,inio~. 
It is, however, a particular pomt w1th which the ~o~m!""~on 1tslllf might ~cal w1tho~t 1t 
beina necessary for the moment to enlarge the JunsdJCtJOn of the drartmg comm1tteo 
which has quite enough work to do. I~ necessary, we might broaden the committee's 
terms of reference when it has presented Its report. 

Dr. CURTIUS (Germany) [TranRlation]. - I !lm e~tirely satisfied, provided t~at, 
in addition to the question put forward by l\1, ~a!'lnkov1tc~ and the other matters raise.d 
in the various motions before us, the CommissiOn cons1ders that the other economic 
questions that have been put forward he~e a~e to be discussed !"~ the 1\lay session. I hope 
that by that time the question of Dan~1g will have been suffiCJ~ntl,y advanced to enable 
us to invite the Free City to take part ill our work. The questiOn 18 not a legal one, but 
rather a political one. 

:r.r ZALESKI (Poland) [Translation]. - In my capacity as-representative for Danzig 
in for~ign affairs I placed before you the question of an invitation to the Free City. I 
do not however see how that has a political aspect. From the political standpoint, I am 
in no .;ay oppos~d to inviting the Fr~e City. On the contrary I myself suggested it. The 
only point I should like to clear up 18 the legal aspect of the matter. 

Dr CURTrus (Germany) [T~anslation]. - When ~ drew ~ distinction between ~e~al 
and political considerations, I did so because the Ch~u;nan himself !~ferred to a dee1si~n 
by the Permanent Court at The Hague. In my oprmon, that decision covers a special 
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_ ·I the Free City's participation in the work of th~ Interna~onal Labour 

O
case . nta;me y,I note with satisfaction that the Polish representative has himself placed 

rgamsa 10n. · · t' f D · · our work before the Bureau the question of the participa Ion o anzig m · . 

The CHATRMAN [Translmion]. - Then we are a;ll agreed th~t, w~ether from ~he politica!, 
economic or legal aspect, the case of the Free City of Danzig will be exa~~d bY: t~s 
Commission. It has come before the League of~en enough for us to ~e familia~ With It 
and we shall not shirk considering it once agam. If. af~er the Drafti!lg Com~tte~ has 
submitted its report, someone submits a proposal to mvite the Free City we will discuss 
the question and it will be easy to agree. 

13. Appointment of a Drafting Committee. 
TJ.e Commission decided to appoint a drafting committee to be composed as follows: 

M. HYMANB (Belgium), 
M. BOUROFF (Bulgaria), 
M. BRIAND (France), 
Dr. CURTIUS (Germany), 
Mr. HENDERRON (British Empire), 
M. GRANUI (Italy), 
M. MoWJNCKEL (Norway), 
M. ZALESKI (Poland), 
M. TITULESCO (Roumania). 

It was understood that an'!l member who was unable to attend, would be entitlea to send a 
substitute. · 

SEVENTH MEETING (PUBLIC) . . 
Held on Wednesday, .Jan11ary 21st, 1931, at 6 p.m. 

Chairman: M. BRIAND (France). 

14. Question of the Organisation of the Work of the Commission : Proposals of the Danish 
Government. 

Dr. MUNCH (Denmark) [Translation].- The Danish Government's objectinsubmitting 
its proposals (Annex 5), in response to the Secretary-General's note, was to provide a basis 
for the discussion on the Commission's methods of work. My Government thought that, 
after a general discussion, the Commission should divide into a certain number of sub
committees, each of which would study a group of subjects. In our view, this is the only 
way of making a really thorough investigation and working out properly considered 
conclusions. · 

We suggested three sub-committees. The task of the first is already indicated in the 
Assembly's resolution of September last, by which we are instructed to submit at the next 
Assembly resolutions as to the future organisation of European co-operation. We shall 
have to consider whether co-operation should be merely left to develop in the form its has 
already assumed in consequence of the appointment of this Commission, or whether we 
should seek other forms for the work to be done in future. If the proposals of the Danish 
Government were studied by a sub-committee they would certainly gain in precision and 
force. 

Secondly, we suggested a sub-committee for economic questions. Events have shown 
the need for a sub-committee of that kind. We set up one such Sub-Committee yesterday, 
and I imagi~e that it will have not only to prepare the resolutions which we shall prob~bly 
adopt at thts meeting, but likewise to continue the study of the political means to be 
employed for the improvement of the present economic situation. 

There is a t.~d group of subjects which we have defined by the expression " questions 
of a general political character". We used the word "political" in a very broad sense to 
cov~r all subJects w~ich .a.re not of a constitutional or economic character. I have in mind, 
for mstance, the des'!~bility ?f making further efforts to promote moral disarmament and 
~o over~ome the spmt o! distrust between the various peoples. I may cite, by way of 
illustration, .a sch~me which has been mentioned to me as being one of the subjects which 
we should discuss m our Commission, it is likewise closely related to earlier resolutions of 
the Assembly. It has been suggested to me that permanent contact should be established 
between the Press bureaux of the various Foreign Offices so as to exercise a useful influence 
on th~ Press and on public opinion in all European co~ntries. That is one of the many 
questlons that might be discussed in a sub-committee of this kind. 
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My Government thought it would be wise to mnke use in tht>se sub-committees of 
every element of strength at our disposal in the Comilli.ssion of Enquiry, anti so to allocate 
all t_he States M_embers among the sub-committt>t>s. We have su::~t.'sted that it nli~ht 
possibly ~e decided that the four great Powt.'rs shouhl be rt>pn>st.>uted ou all the 
sub-comrmttees. In any case, this possibility should not be rult>d out. Tht>y have bet•n 
elec.ted m~mber~ of the three prt>paratory and tempomry c:-ommittt>es which we have set up 
du~ng; this sess~o!l ; the~ are rt>gularly nonlinatt>d to all c:-ommissions of any importnnre. 
It ls, m ~y op1mon, qwte natural and highly desimble that tht>y should sit on all tht>se 
sub-comrmttees. 

The sub-committees, ~f course, shouhl not be compost>d of nperts ; we have quitu 
enol?-g;h of such _sub-comrmttees already. We want politirnl sub-t>omnlittt>t•s possessing 
suffiCient authonty to create the political conditions which will entlble us to ct\rry out the 
programme prel?ared by the experts in the various lit•ltls of work. 
. But how will these sub-committees work T Fon•ign 1\Iinistt•rs rnnuot spNHl nil their 

t1me. at Geneva. I thought that, with the Rt>rretarint's hl'lp, the vnrious qut•~tions mi~ht 
be ~sruss.ed by corresp?ndence in the intervals betwt>t>n st>ssions. The first duys of et\t•h 
sess10!1 rmgh~ be set aside for the work of these sub·committt•t•s. The '"arious subjects 
exarmued rmght then be brought before the plenary Commission aftt'r hnving beun 
thoroughly studied in advance. 

At this ~ate stage in our session we c:-annot, I think, study this qut•stion of method 
~lose!~, but It. would, to ~y mind, be useful to appoint now a 11pecial sub-c:-ummittee to 
mvestlgate this somewhat Important problem bufore our next session. 

M. PRocOPE (Finland) [Translation]. - I support Dr. Munch's propost\1. The 
sub-committee to be appointed to arrange our programme of work might also consider the 
Commission's rules of procedure. 

The CHAIRMAN [Translatio11]. - Dr. Munch'11 proposal relates to the organisation of 
our Commission, and that is the first subject in the terms of rcfQrence given us by the 
Assembly. It also covers the methods of work to be followed. These are questions which 
we ought to have examined at the outset ; but, owing to the very short time at our diHposal, 
we decided to consider immediately the economic problem and ita reactions on tho l~uropunn 
situation. 

We have therefore had to defer until the end of the session Dr. Munch's proposal 
concerning our Commission's constitution, organisation and methods of work. The sub· 
committee he proposes to set up should be large enough to be sub-divided, If need be, into 
smaller bodies to study all the various questions we shall subnlit, and it will submit to us 
one or more reports on those questions at our next session. We shall then be fully 
conversant with its facts and so able to study our methods of work and our organisation. 
I think that these explanations will satisfy M. Procop~. 

We might refer to the sub-committee the various questions that have been submitted 
to us from different quart~rs dealing with important prohlems, such as postal matter111 

passports, cw·rency. Those are problems which merit investigation, and the sub-committee 
might submit reports on them to us if it finds it possible to do ao. 

Tlle Commission decided to ~~ up a Bub-Committee conaiating of the repreaentative11 of the 
following countriea : Denmark, Finland, France, Germany, Britillh Empire, Greece, Italy, 
Poland, Portugal, Spain, Switzerland and Yu!JIJBlavia. 

M. VAN L.ANGENHOVE (Belgium) [Tranalation]. - The Belgian Government has 
submitted various proposals for the Commission's agenda (Annex 4). These proposals 
referred to the exchange of electric p_ower; the treatment ~f foreigner~; the extension to 
new questions of the principle on which t~e .1930 ~ommerCial Co~ventwn is based. 

As the time at our disposal has made It Impossible for us to discuss theHe proposals, I 
should be glad to know whether the Commission proposes to refer them to the Sub-Committee 
which we have just appointed. 

The CHAIRMAN [Tran.9lation]. - The Belgian Government's proposal11 will certainly 
be referred to the Sub-Committee for examination. 

15. Examination of the Draft Resolutions submitted by the Drafting Committee. 

The CH.AIRM.AN read the following draft resolutions, which had been adopted 
unanimously by the Dr~fting Committee: 

.. I. 

" The Commission of Enquiry for ~uropean U~~n, . . 
.. Recognising the exceptional graVIty of the ~nslB through wh1c~ the agncultll;ral 

countries of Central and Eastern Europe are passmg, and the necessity of remedymg 
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this situation in Europe, without a'Yaiting those more far-reaching sol~tions which 
it trusts will be devised and for which the Wheat Conference, to meet m Rome on 
March 26th, 1931, is to prepare : . . . 

" Is of opinion that this situation could be grea:tly 1mpr?ved if th:e authonsed 
representatives of the European countries affected (gram-exportmg countnes of Central 
and Eastern Europe and European importing count~es) '!'ere to meet. at an early 
date and make a common effort to find means of dtspost"!g. ~~ ~he gratn surpl!'s at 
present availabl-e. The mee~ing would be called !-In the fu_ll IWtiativ~ of the President 
of the Commission of Enquiry for European Uwon, and 1ts conclusiOns would be put 
into effect without further reference to the Commission of Enquiry. 

"II. 

" The Commission of Enquiry is of opinion that there will still remain an important 
question for solution. The measures taken for the disposal of the 1930 harvest and 
those contemplated below for the establishment of agricultural credit leave the 
problem of the export of future harvest surpluses unaffected. 

"(a} The Wheat Conference, which is to meet at Rome in March 1931, will no 
doubt make suggestions of the utmost importance in regard to the world situation. 

" The Commission of Enquiry trusts that the overseas countries affected will 
consent to take part in this Conference, so that the problem may be examined in all 
its aspects. 

" (b) As regards Europe, it is necessary to set up a committee to study all measures 
capable of leading to the desired result, including the tariff arrangements demanded 
by certain countries at the Conference for Concerted Economic Action in November 
1930. This Committee will be composed of ten members- namely, the representatives 
of Austria, Belgium, Czechoslovakia, Estonia, Franee, Germany, Great Britain, Italy, 
Switzerland and Yugoslavia. The Secretary-General of the League of Nations will 
be asked for the assistance of the technical committees, and the International Institute 
of Agriculture will also be asked to help. The Committee will be summoned very 
shortly at the instance of the President of the Commission of Enquiry for European 
Union. It will work as rapidly as possible, and its conclusions will be submitted 
to the Commission of Enquiry for European Union. 

" III. 

" With regard to agricultural credit, the Commission of Enquiry for European 
Union finds that the investigation of this question has been carried far enough for a 
detailed scheme to be drawn up. 

" The Financial Committee has made a very interesting report to the Commission 
of Enquiry, and the latter notes that the Financial Committee is to continue its 
investigation. . 

" It considers it highly desirable that a complete scheme of executory measures 
should be submitted to the Council of the League of Nations in May next in such detail 
that, if approved by the Council, it can be put into effect forthwith. 

" The Commission of Enquiry accordingly decides to appoint a Committee of ten 
members- namely, the representatives of Bulgaria, Denmark, France, Germany, 
Great Britain, Hungary, Italy, the Netherlands, Poland and Roumania- which 
will, if necessary, hear the views of the representatives of the other countries concerned. 

" This Committee will watch the work of the Financial Committee and keep in 
touch with the matter in order that a detailed programme, both financial and legal, 
may be submitted to the Council of the League of Nations at its session in May next, 
so that it may deliberate with full knowledge of the facts and prescribe prompt 
executory measures should it so decide. 

"IV. • 

" The Commission of Enquiry for European Union, 
"B~ing strongly of opinion that the result of the putting into force of the 

Convent•.on of March 24th, 1930, would be to create such an atmosphere of stability 
alj.d confidence as would enable the execution of the programme of future negotiations 
also drawn up on March 24th, 1930, to be usefully prosecuted and extended ; 

" Co~nts upon its members to do all in their power to ensure that the said 
CommerCial Convention is speedily put into force · 

" And t~usts th.at the bilateral negotiations 
1 

opened in consequence of the 
Conference w1th a VIew to Concerted Economic Action of November 1930 may be 
actively pursued. 

"v. 
: Th~ Commission. of .Enquiry for European Union, 

Bewg apprehensive In regard to the unemployment position in Europe and the 
very grave consequences it is producing: 
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· . "Re9-uests t~e Secretariat of the Lt>ague of ~ations to acquaint it at the l\I1~y 
:;ssw~ WI_th the first results of the work underh\kt•n by the Eronomio and Financial 

rgarusatwn under Resolution 16 of the eleventh .Assl'mbly. " 

. It was understood that _the Int~rnational Labour Office would be askt'd to co-operate 
m th~ unemployment questwn and mso far as the dmft cowred the Asst'mbly's Resolutioul6 
mentioned above. 

1\{r. HENDERSON (British lpmpire). - I was glad to ht,ar our Chairman say that the 
questwn o~ unemployment Will be considert-d in collabomtion with the International 
Labour Office. 
. I _should like t? go, if possible, a little furtht-r and give authority to rnll in any other 

fi;11anmal or e~ono~c ex~erts who might be of assistance in this Qlll'lltion. This ill one of the 
biggest questwns With wh1oh we are confronted in Europe tQoday,and I was sonwwlmt surprist•tl 
to hear Dr.l\lunch say that w~ have too many t>xperts. I do not agrt>e tlmt '\\'{\ luwo too many 
experts or too many ~omnnttees of exp('rts. I shoultl like to st•o this qiH>Ntiou stutlitlll 
by someone ~lmo~t dally on behalf of this Commis11ion and on bt•half of tho I,t>nguo. The 
dra~t res?lutwn I~structs the Secretariat to "acquaint " this Commission at Its 1\lay 
s~ss1on With the first results of the work done in eonnN·t.iou with unl'mploynwut. In my 
~ew, we ought to b~ acquainted with those result.s long before our l\lny st•ssion. I should 
like to ask our Cha.uman to give permission for this information to be stmt to the 
GovernmeJ?-tS alm?s.t co~tinuously. If we are to como to grips with this qlwxt.inu and to 
take practiCal demswns m May, we shall need information long bt•for<'lmml, 80 thnt we can 
consult our Governments and receive instructions before tho l\lny st•sNion. 

I wish to register a complaint that we have not bad that axNixt.nnl'O in pn•paration 
for .t~is meeting. Such assistance would have enablo<l us to take tWtlll more lmportnnt 
deC!stons than those we have reached, and I hope, therofor11, that,, if it is not JIIIHxibltl to 
change the wording of the text before us, it may be posRiblo to put a Vl•ry ~mwrouK 
interpretation on the last few lines of tho resolution and to say: "c1•ll in expt•t'ts, fiunm·lal 
or economic ". 

Dr. MUNCH (Denmark) [Translation]. -I did not mean to say that we had too nmny 
experts; I merely pointed out that there were some v11ry compt•tent committm•s of exp11rt.M 
at the League and that what we wanted primarily at tho proHt•ut juneture was committ~~t•R 
of a political character, endowed with sufficit•nt authority to take action on the 
recommendations made by the experts. 

M. MARINKOVITCH (Yugoslavia) [Translation]. - I agree. We must have effective 
co-operation between the politicians and the experts; that has been somewhat lacking 
hitherto. 

M. MOTTA (Switzerland) [Translation]. - On reading the dmft before us, I notlc11<l 
that the two committees, proposed under Resolutions II and III, conHiHtcd, aecording to 
the Drafting Committee's proposal, of ten members each. I would sugg.,st that more l:ltates 
should have a seat on these Committees and that Norway should be added to the 
Committee to examine the wheat question and Sweden to that which will examine the 
question of agricultural credits. 

The proposal of the Swiss delegate wa1 adopted. 

The CHAIRMAN [Translation]. - In reply to the question pot by Mr. IIenderHon and 
Dr. Munch let me say that I entirely agree with them. The question of the experts does 
not arise· It is already settled. The two Committees will a.Hk for tho aHHiHtance of experts, 
and they ~ill find in the League certain bodies whic~ are perfeetly equiprwd in this reHpeet; 
it will therefore be possible to keep U8 regularly Ill formed of the JlrogreHB of the work. 
It is of course understood that, although we have suggested lllay as the date by which 
the ;eports sh~uld reach our Commission, the members .of th~ CommiHHion will not be 
prevented from receiving information as and when poHHtble, ettber as regar~ls results or 
expectations. You will, however, agree, that we must have for our next seKHton a. general 
report on the situation. . 

In order to conform to the correct procedure, I may add that, when the draft resolutwna 
have been adopted, I shall make a co.mmunication t? the Counci~ on the s_ubj~lct ~ith a 
request that it take note of the resolu~wns and a.uthom;e tbe tecbmcal orga.mHatwns 1n the 
Secretariat to take the necessary a.ctwn. 

M. DE VASCONCELLOS (Portugal) [Translation]. - If the draft resolutions are vo.ted 
as a whole I must say on behalf of my Government that I shall approve them, but subject 
to the statements which I made yesterday in connection with Resolution IV concerning 
the Commercial Convention. 
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Close of the Session : Draft Resolution submitted by the Representatives of France, 
Germany, Great Britain and Italy. 

The CHAIRMAN [Tran~Tation].- We have no~ co!Ile ~o the end of our work. I do not 
want to be carried away by a Chairman's naturalmclinatiOn to exaggerate, and I shall be 
careful not to claim any undue credit for what we. have done. Nevertheles~, I ca~ say 
that, at our second session, we have done work that 1s. useful and,~ hope, effec~ve. It. Is not 
80 complete as it might have been, had we had more time at our disposal, and, m partiCular, 
had we had greater " muscular strength "-that is to say, had we possessed a stronger and 
older organisation. However, our Commission is only at the beginning of its career, and I 
shall not be corrected for saying that it has only made its first entry into life. We have 
therefore to my mind, no need to be dissatisfied with our efforts, and I hope that, at our 
May session, when yve sh.all be able to gauge the results obtained in the interval, we shall 
have reason for satisfactiOn. 

I should not like us to separate without making what I may call a demonstration of 
confidence before public opinion in our different countries. The President of the Council 
made an eloquent appeal, which I personally thought very opportune, with the object 
of dispelling the pessimism felt by some people as a result of certain campaigns which were 
calculated to disturb and paralyse public opinion. 

The economic situation at the moment is such as to deserve our particular and entirely 
legitimate attention. At times of emergency like these there are sufficient causes for anxiety 
to make it superfluous to exaggerate them still further by a pessimistic campaign that has 
no foundation in fact. It therefore gave me great satisfaction to listen to the remarks of 
the President of the Council, and in my humble capacity I ventured to associate myself with 
them. 

The mere fact that twenty-seven countries are represented here by statesmen who are 
entitled to regard themselves as having full powers must, I think, have created an impression 
in our countries that, after all, there is no likelihood of a rupture of the contact that has 
been established between the responsible men who, when they come to the League, consider 
it their highest honour to strive for the prevention of war and the maintenance of 
peace. The mere fact that our discussions have been so courteous, I would even say so 
friendly, must have had a moral effect. That, however, is not enough, and we should not 
separate without making some demonstration. 

A proposal to this effect will be submitted to you in a draft resolution which has been 
drawn up jointly by Germany, Great Britain, France and Italy, and, with your permission, 
we will ask you to associate yourselves with us in this small manifesto as a conclusion to our 
session and as setting the final seal on our work. The text of the draft resolution is as follows : 

" As the result of our discussions and conversations during the last few days 
concerning the problems which our Governments have respectively to face, it has 
become plain that economic recovery is now being hindered by lack of confidence in 
the course of future events due to widespread political anxiety. That anxiety has been 
increased by irresponsible talk in various quarters concerning the possibility of 
international war. 

"We recognise that there are political difficulties in Europe at the present time, 
and that these difficulties have been accentuated by the economic instability and 
unrest which the world economic depression has caused. The best service we can render 

. towards the improvement of the economic position is the firm assurance of European 
peace. We therefore declare, as Foreign Ministers or responsible representatives of 
European States, that we are more than ever determined to use the machinery of the 
League to prevent any resort to violence. " 

~uch is the manifesto in which we ask you to take part, and I hope you will do so 
unammously. . 

The draft ruolution toM adopted unanimously. 

M. MOTTA. (Switzerland) [Translation]. -I have no right to intervene in this discussion 
at th~ eleventh hour except, perhaps, as representative of the country where the League -
that 1s to say, the greatest institution ever created for international peace -has its seat. 
I ~m sure, however, that I shall be expressing the opinion of all my colleagues, and if they 
Wlll allow me to sar so, my friends, in thanking very warmly our Chairman, who has put all 
the greatness of his heart and the depth of his intellect into the conduct of our debates 
which have been of a most intricate and difficult character. · ' 

T~e declaration made by the Foreign Ministers of the great European Powers is of 
exceptiOnal force. It has a significance that cannot be overestimated. · 

. In thanking M. Briand for the way in which he has presided over our Commission I 
Wish to thank likewise t~e Foreign Ministers of the great Powers for enabling us, th~ir 
oth~~ colleagues! to associate ourselves with their views. If our Commission had produced 
not mg else, this meeting would have been fully justified. 
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Mr. HENDERSON (British Empinl). - I wish to associate myself wholeheartedly with 
the remarks made by M. Motta • 

. We are great!~ indebted to our Chairman for the way in which he has conducted our 
busmess, and espeCially for the final success he has secured in the unanimous adoption of the 
r~solution which he baa just read to us. This has been a very successful session, and I 
smcerel~ trust that our future work will be equally successful. I am quite certain, 
Mr. Ch~an, ~hat, by your excellent guidance, success must always be achieve~ in so fnr as 
success 1s poss1ble. Therefore, as a member of this Committee and as Pres1dent of the 
Council, knowing the valuable work we have still to do, I want to join in the thanks that 
have been expressed by M. Motta. 

The CHAIRMAN [Translation). - I am deeply touched and greatly embanassed. 
I thank most sincerely my colleagues and friends, M. Motta and Mr. Henderson, for their 
very flattering references to me. My colleaguu ha,·e made my task much easier by 
smoothing away everything that might have caused difficulty and leaving me with only 
the pleasant duties to perform. ·The Chair baa had the constant help of your goodwill. 
If at this session there has been some fumbling in regard to procedure, 11·e must ascribe it to 
the fact that the Commission was young and that the Chairman was serving an apprenticeship 
which, though not difficult, was not without its hazards. 

I hope that at our next session, when our organisation has been completed and pro1>erly 
equipped, we shall, in the fullness of our authority, achieve good work under the auspices 
of the League • 

. At the end of this session there is one act to be accomplished which you will all 
understand. I turn to the members of the League Secretariat, of whose assistance the 
Assembly, guided by a happy inspiration, authoristd ua to make use. I thank them for 
their help. They have facilitated our work, and I trust that you will associate yourselves 
with my expression of gratitude to them. 

I declare closed the second session of the Commission of Enquiry for European Union. 
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8erie1 of Publicationl: 1930. VII.6. Olficial No.: C.693.M.290. 1930. VII. 
[C.E.U.E. 2.] 

ANNEX t. 

REPORT BY THE SECRETARY-GENERAL ON CERTAIN TECHNICAL 
QUESTIONS WHICH HAVE BEEN DEALT WITH BY THE 

. LEAGUE OF NATIONS 

INTRODUCTION. 

At the meeting of the Commission of Enquiry for European Union, held on September 
23rd, 1930, the Chairman suggested that it might be useful for the Secretary-General to 
collect information wh~ch might prove of value to the members of the Commission. 

It has seemed to the Secretary-General that it might be of use to place before the 
Commission an account of certain technical questions which have been dealt with by the 
League in the past and which are at present under consideration, questions which have, 
directly or indirectly, a bearing on the present economic crisis on which the Secretary
General has been asked to report. 

As regards the past, questions have been selected in the solution of which special 
interest has been shown by European States. As a criterion of special interest may be 
taken the fact that a Convention has been ratified, or carried into effect principally or 
solely by European States, or the fact that a conference has been summoned by the Council 
on a purely European basis, or, alternatively, that, in fact, European States have solely 
or principally elected to attend a conference open to all. 

As regards work actually in hand, the questions described have been chosen from amongst 
those already entrusted to the technical organisations and which appear at this moment 
to have a special value for European States or to· need for their solution special action by 
European States. 

In view of these considerations, the following Sections of the Secretariat have prepared 
descriptions of their work on the bases indicated : the Economic and Financial, Transit and 
Health Sections. Should it be desired, memoranda on humanitarian questions and questions 
connected with intellectual co-operation could subsequently be prepared. 

The Secretary-General has therefore the honour to submit these memoranda and to 
summarise in this introduction some of the more important points which emerge from 
these studies. 

* •• 
The Economic and Financial Section in its report draws attention to the following 

points: 

1. For the progressive execution of the programme of concerted economic action, 
great importance attaches to the putting into force of the Commercial Convention, a 
decision as to which is to be taken at a conference proposed for the second half of 
March 1931 (III, 2 (a)). 

2. Equal importance attaches to the results of the negotiations which are to be 
begun, a~ a ~equel to the second Conference which took place in November last, between 
Great Bntam on the one hand and those Continental countries which are the principal 
importers of British goods on the other (ill, 2 (b)). 

~· . ~t is ~esirab!e to resume consideration of the Convention for the Abolition of 
Prohabahons With a V1ew to an effort to find a solution for the special obstacles which 
prevented the Convention- after it had received the ratifications of eighteen European 

. Stat~s.and of Japan.and the United States of America- from coming into force under 
condit1ons enabling 1t to have its full effect in Europe. (III, 2 (c)). 

4. In view of the sorious situation of agriculturists, particularly in the countries 
of cen.tral and easter~ Europe, owing to the absence or defective organisation. or 
excess1ve cost of agracultural credit, the la~t Conference with a View to Concerted 
Eco~omic A~tion explicitly requested the Council to treat this question as urgent, 
pa.rt1cularly m the case of the countries mentioned above where these difficulties are 
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excep~onally grave. Certain European countries have already arrived at agreements 
on vanous aspects of the agricultural problem (I, (c) and III, 2 (d)).l 

. . 5. The ~~cal Committee, being a permanent organ of the League and including 
m Ita c~mpoSltiOn the ~ost qualified experts, iii able, thanks to its studies of model 
co~ventlons for the av~1dance. of dovble la.ralio" and la.r t1'a.tioJI, to offer valuable 

• asSlstance to all c~untnes desirous of concluding conventions of this kind with one 
another, whether bilateral or plurilateral (1, (a)). 

6. The .Financial. Committee, a body which has given numerous proofs of ita 
competence, 1s at the disposal of the Council (as expressly stated in it.s last report) for 
the purpose of consultation and advice to any country or group of countries desiring 
such on all questions within ita competence (I, (b)). 

7 • The ~tatistical a~d economic intelligence service is organised so aa to supply 
a<>curate details, not only m regard to the position and relations of the various countries 
whe~her Memb~s of the League or not, but also In regard to the rt>lations of the various 
c011hnents conSldered as such and in particular the relations between Europe and the 

. rest of the world (II). 

• • • 
Amo~g the questions .under consideration by the CommVJiicalion• and Transit Berlion 

may be Cite.d the Inter~atlona.l Status of Broa~casting (II, A), the European Conference on 
R?ad Traffic (I, .H), Air Transport Co-operatwn (1, F), and the Unification of European 
River Law, the first European Conference on which has just come to an end (11 0). 

Further, the Transit Organisation has under consideration- again In conjunction 
with the Conference with a View to Concerted Economic Action -the questions of the 
transport of agricultural products, the rationalisation of tranRport, and the adjustment of 
railway tariffs from the standpoint of indirect protection (II, R). 
. Among the subjects dealt with in the past may bo mentioned the studies of the position 
of inland navigation in Europe, particularly on the Rhine and Danube (I A) and the 
questions of competition between waterways and railways (I, A), the internatlonJ passport 
regime, etc. (1, C), the unification of tonnage measurement in inland navigation In Europe 
(I, B) and the European Conference on Cards for Emigrants In Transit (l, D). 

The Statute of the Communications and Transit Organisation allows the Council of the 
League to summon limited conferences, to which only State11 specially interested In particular 
questions are invited. The Secretary-General of the League despatches a notification of 
the summoning of limited conferences to all members of the Transit Organlijation in good 
time before the opening of such conferences. 

• • • 
A substantial part of t.he constructive work of the Htalth Organi1ation ball been done In 

Europe, partly because modern principles of hygiene and preventative medicine are well 
known there and partly because the great war had a detrimental influence on health 
conditions in Europe, that called for immediate remedial measure,. The experience gained 
in dealing with this situation has since been available and of use for countries outside 
Europe. 

In 1922 for instance, a conference of representatives of European Powers, organlHed 
by the League met at Warsaw to devise means of checking the epidemic• then rife in 
Eastern Europ~ as the result of famine, movements of popnlation11 and post war repatriation. 
It was considered that no scheme of economic recon11truction of Europe was possible until 
effective measures had been taken against epidemii'.B (A, I and II). 

Information concernin" epidemics is distributed regularly from Geneva and Singapore. 
This proved of value to the"nationa.l health administrations in Europe in checking influenza 
in 1926, 1927 and 1929. . . . 

The Council ha, recently decided to convene, 1n Apnl1931, a Enropean Conference on 
rural hygiene considered as one of the most important factors in raising the standard of living 
in rural areas. Much preparatory work has been and is being done in view of thia conference. 
Invitations have been i,sued to the Governments of non-European States which have a 
special interest in rural problems to send obeervers to the Conference (0). 

Comparative studies of various diBeasea of world imp~rta.nce have bee~ made in Europe 
owing to the greater facilities for research; c~ncl!r, malana, ~nfant mortalit;r are exa~ples. 

Health insurance, which was first ap~li~ m Europe, 18 another aubJect of which a 
study has been made by the Health OrgaDllation. 

1 .Aa regard& pointa (I) to (4), M. Colijn, Preo~i~ent of the Coof~n.ce with a V!- to Concerted E~.o!'o~c 
A t• will be present in Geneva daring the meetm~ of the Comm111110D of Enquuy for Eoropeao Umon lD 

o:d:nio snpply information on the main que&tioD.I left DD.Iettled by that Conference. 
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1. REPORT ON THE WORK OF THE ECONOMIC AND FINANCIAL 
ORGANISATIONS. 

The following notes indicate " among the work already entrusted to the E!lonomic 
d Financial Section those questions whick appear at this moment to have a spec•al value i! European States or to need for tkei1 solution special action by them ". 

1. FINANCIAL WORK. 

The bulk of the finanrial work of the Section has consisted either of the study of general 
questions such as t~e probleJ? o.f t~e. fluctuation~ in the purchasing power of gold, or of 
specific reconstructiOn work m mdiv1dual countnes. . 

The following, however, appear to present some special interest from the point of 
view of Europe : 

(a) Double Tai!Jation. 

While double taxation has been studied as a general world problem and the United 
States of America, for example, has taken special interest in it, the fact that the discussions 
have resulted in drawing up model bilateral conventions intended to facilitate agreements 
between pairs of countries involves incidentally that pairs or successive groups of countries 
in Europe have at their disposal a mechanism which they can utilise as fully as they 
desire for the removal of one important impediment to the flow of capital from one 
country to another. This work is under the control of a permanent Fi.~cal Committee, 
which consists of the budget experts of the different countries, . and offers a convenient 
means of consultation between the officials of the different taxation departments, and, 
if desirable, joint work upon any subject within the sphere of fiscal policy and practice. 

(b) .Advice without League Loans. 

Hitherto the Financial Committee, in giving advice to a particular country o:ri. its 
financial problems, has usually made a scheme involving the issue of a loan under League 
auspices and has felt responsible not only for the advice given but for the due execution 
of the scheme, this involving varying degrees of external control over the policy of the 
country in question. 

The Council has, however, recently approved a proposal of the Committee that it 
should hold itself ready at all times to give advice on any suitable question within the sphere 
of financial problems without a~suming any further responsibility and therefore without 
subjecting the country in question to any risk of any form of external control. This 
decision of the Council of September last appears likely to open a wide field of useful 
collaboration of the League's organs tritk European countries, although, of course, such advice 
and assistance is equally open to any Member State, whether in or outside Europe. 

(c) .Agricultural Credits . 

. The problem of agricultural credits, while it may at any time be of interest to any 
agncultural State as borrower and other countries as lenders, is obviously at the present 
moment of very special interest to certain count-ries in the ce·ntre and east of Europe. 

The Council has approved a proposal of the Financial Committee to consider at its 
~eeting in Janua_ry 1931 whether it can make any useful contribution to this problem. What 
18 co~templat~d 1s that, by advice as to the best form of national legislation or mortgage 
se~ur1ty, etc., from the point of view of attractin~ external capital, the Financial Committee 
nught ~elp to re'?~ve some of the ~res~nt obstacles which render borrowing by agricultural 
co~ntn~s m?re difficult. Help of th1s kind, and not the issue of loans under League auspices, 
which, m VIew of the purpo11es of the loan and the varying credit of different countries, 
would present very great difficulties, is what may be expected a.s a. possible result. 

2. ECONOMIC AND FINANCIAL INTELLIGENCTil WORK. 

The economic an~ ~inan~ial intelligence work of the Section is, of course, ot a general 
world character, but 1t IS bemg_ develo~ed in such a way as to be a useful auxiliary to the 
study ?f proble'?s from the pomt of v1ew of any particular part of the world or group of 
~ountnes, enablmg, for example, the special relationship of the trade of European countries 

0theach other to be clearly seen, as also their relatiomhip as a continent with the trade of 
o er parts of the world. 



3. Co~CERTEo Eco~omc .ACTION. 

The TeniA Assembly, struck by the fact that the l't'commendntious of the Economic 
Confe!ence of ~927 had remained without practical effect, particuhu-ly in the cnse of the 
lowenng of tanffs, prepared a concerted Jlrogramme of a far-retu•hing ch1\raoter whioh was 
to pr?ceed by stages. and to be basl'd on two dt•arly defined mot hods -111\moly, the 
ut~bl~Bhment of I! P_ertod of tNif.'t ensuring the maintc1umce of the siiiiHI qHo as rt>giuds 
tariffs, and negoha~ums belwee" tile Staltr ronl.'tnwl during this hu-iff trut•o on the bnsis of 
a programme previOusly prepared. . 

(a) First Conference. 

The first stage in this programme of concortt'd nt•tion was the Conft~renco held in 
February and March of this year. All RtateR without distinction were invited to this 
Conference; but, as might have been anticipated from the prominont•e givtJU in the Tt•nt.h 
Assembly dehates to the ext.reme gravity of tho t>conomio situation in Europe the 
Conference assumed, in fact, an essentially EuroptJim character. ' 

In ~ccordance . with the programme, the Conft•l'l'IICe produt•t•d two Acts - tho 
Commertnal Convenlton and the Protocol reg11rding Ike Programmtt ofl'11l11re .Nt!golialion,, · 

The Commercial Convention took the placo of the Customs truce whh·h the Ttmth 
Assembly had had in mind. It provides for the assumption of a nnmbtlr of ohligMionM 
which, while not stipulating the ab11olute cessation of iucrl'nses of OuHtoms dntit•s, t.ond 
nevertheless to achieve the same result without imposing a rigid rule which tho lcAilllaUon 
or internal situation of certain States would make it imposHible for them to au•et•pt. 

Although this Convention is not yet in force, it has alrcndy bud Us l•tfol't (shwo its 
signature on March 24th, 1930) as a pacifying and Rtahili11ing elonwnt in tho tnriU fi(lld. 

The Protocol of Future N egoliationl proposed, in the first place, the study of conoortod 
solutions for a number of problems affecting intt>rnationnl commm·ciul relation& outHido 
the question of Customs tariffs. 

In the second place, it contained a questionnaire dl.'aling with internati01ml trade in 
agricultural and indu~trial products, and thuA constituting a poMHiblo prelude to tariff 
negotiations. 

Neither the Commercial Com:ention nor the Protocol regarding the l'rogramme of }'11t11ra 
Negotiations have been signed by any but European 8tates.t 

The conditions of putting the Commercial Convention Into force and the initial 
negotiations in virtue of the Protocol were to form the subject of a 1econd ConftJrtmoe, which 
came to an end on November 28th last. 

(b) Second Conference. 

The results of the second Conference are recorded in the Final Aut elgnod on 
November 28th, 1930 (see document A.E.C.17 (1)). 

The President of the Conference, 1\f. Colijn, will be present at Ooneva during the 
meeting of the Commission of Enquiry for European Union to provide the latter with 
information on the principal queAtions left over by the Conference. 

It is sufficient, therefore, to state that, amongst the resolutionfl contained In the 
Final Act there were four which would seem to call for the special attention of the 
Commissi~n of Enquiry for European Union, in virtue of their importance and urgency -
namely, the resolutions on: 

(a) The putting into force of the Commercial Connntion; 

(b) The negotiations wh~ch are about t~ begin .betwee~ r,ertain State~ with 
non-negotiable tariffs and certam other States w1th negotiable tanffs, and, In particular, 
between Great Britaitl on the one hand and those Continental States which are large 
purchasers of British exports on the other ; 

1 The Oommucial Oan~i&n hu been signed by AUAtria, Belgium, Denmark, E•tonia, Finland, France, 
G Great Britain and Northern Ireland, Greeu, Italy, Latvia, Luxemburg, the Netherland•, Norway, 
P:bnd~YRoumania, Sweden and Switzerland, and ratified by Belgium,_ Denmark, Finland, Great Britain and 
Northern Ireland, Italy, Latvia, Luxemburg, Norway, Sw~t;n and 8w1tzer!and. . 

The Protoct>l regarding the Programme of Future Negt>hahon• hu been 11gncd by all the countnflll of Europe 

exceph~bE'i:::~nth Assembly explicitly reeogn~ the ~1'!"6 oon~ecli'?n between the ru!"'~"t ~eveloJtmnr•t. of 
concerted economic action and the object. of the Comm181Jon of EnqUiry for European Umon 10 the followmg 
resolution : 

: ~!u~.;!':~h~t the Commillaion 116t up by the A~mbly r.-lution of Sept.;mber 17th, 1?30, wu 
· trn ted to consider the JlOIIIIibiliti .. of cl011e oo-operatwn between European Government. m every 
~~d :1 international activity, including the economic field, and ronll6quently the probl~me whi~h thia 
Co · · will have to atndy are to eome extent, the aame 88 the problema ICt forth 10 tbe Protocol 
reg'::ll:'~00ae Programme of Fu~ Nego~iation~ of Jlfarch 24th, 1930, more eapecially 81 regarde the 
moat-favoured-nation ela1Jll6 and commercial pobcy: . . k h' . . 

" Recommenda that a cl0118 oonneetion should be. mamtamed between tbe wor of. t ,. C?mmiMIOn 
and that involved in the execution of the above-mentioned Protocol. ae both are of pnmary mtereet to 
the aame Statee." 
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(c) Reconsideration of the Convention for the abolition of prohibitions; 
(d) Agricultural credit, particularly for the States of Central and Eastern Europe. 

1. P·1teting into force of the Commercial Convention. - Only eight States (Belgium, 
Denmark !"inland, Great Britain, Latvia, Norway, Sweden and Switzerland) had ratified 
before th~ end of the time-limit on November 1st, 1930. Italy and Luxemburg ratified 
a few days later. . 

In the circumstances, the Conference felt bound to postpone the putting into force 
of the Convention in order to await the ratifications of the other States, the co-operation 
of which was considered indispensable. The Commercial Convention has, in fact, been 
approved by the French Chamber of Deputies, and is now before the Senate. It will 
come before the Reichstag at the latter's next meeting ; and, from the information to 
hand, the ratification or accession of a number of other countries appears probable 
comparatively soon. 

The Conference accordingly postponed its decision to a subsequent meeting (the date 
suggested for which is the latter half of March), at which it will be possible to take a decision 
with regard to the putting into force of the Convention with knowledge of the facts. 

· The putting into fo1'ce of the Commercial Convention is clearly of the first importan.ce 
for the progressive execution of the programme of concerted economic action. 

2. Tariff and other negotiations between Great Britain (and the Netherlands, and possibly 
other countries with non-negotiable tariffs), on the one hand, and certain other Continental 
States on the other. - As a result of arrangements made during the Conference, the above 
negotiations are about to begin between Great Britain (and, possibly, the other States 
mentioned) and those Continental countries which take a considerable proportion of 
British exports. The countries in question with conventional tariffs are Belgium, France, 
Germany, Italy, Poland, Switzerland, etc. 

When it is added that the special situation of Great Britain obliges her to make her 
decision with regard to the putting into force of the Commercial Convention conditional 
on the progress of these negotiations before Aprillst next, the Commission of Enquiry for 
European Union will readily appreciate the importance attaching to the results of these 
negotiations. 

3. Reconsideration of the Convention for the Abolition of Prohibitions.- The Convention 
for the Abolition of Import and Export Prohibitions, an international instrument intended 
to ensure freedom of commerce and particularly the circulation of raw materials under 
pre-war conditionR, had been ratified on June 30th, 1930, by eighteen European States,.l 
as well as by the United States of America and Japan. 

Seven States• have put this Convention into force unconditionally, and are bound by 
it until June 30th, 1931; but the seven States are precisely those who have not had recourse 
hitherto to the system of prohibitions, except on the rarest occasions. 

To enable this Convention to have its full effect, it would have to be put into force 
by all European States of economic importance. 

In November 1929 this result was very near being achieved; but the fact that Poland 
did not see her way to ratify led, owing to the close economic interdependence of the 
European countries, to the break-up of the important group of countries which bad 
supported the Convention. 

At the recent Conference it became clear that the desire to make this agreement 
sufficiently extensive and thus to preclude finally a return to the system of prohibitions 
- always a possibility in a period of crisis -is shared by a very large number of European 
countries. It is possible that certain recent new developments may have a favourable 
effect on the situation and help the solution desired, particularly as the difficulties in the 
way are well known and clearly limited. 

This is therefore another subject which deserved the full attention of the Commission of 
Enquiry for European Union. . 

4. Agricultu·ral credit, part-icularly for the States of Central and Eastern Europe.
The agricultural States of Eastern Europe, actuated by the identity of their interests, were 
led, as the result of a succession of conferences, beginning with that of Warsaw in August 
last, to suhmit, within the framework of the Protocol of Future Negotiations, a number of 
requests and suggestions, of which the two chief were for the granting of preferential Customs 
treatment for cereals coming from these countries, and the possibility of obtaining credits on 
rea.sonable terms, to allow of effective relief to the agricultlll'ists of those countries who are 
gorng through a deep-seated and dangerous crisis. 

1 AWitria, Belgium. Czochoolovakia, Denmark, Finland, }'ranee, Germany, Great Britain, Hungary, Italy, 
Lnxemburp;, Netberlando, Norway, Portu~nl, Roumania, Sweden, SwitY.erland and Yugoslavia. 

1 Denmark, Great Britain. Japan, Notherlands, Norway, Portugal and the United States of A!Derica. 
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The first of these proposals rai~t'd ,1. f . . 
to the general application of mos · qut>~ Ions .o l'l'lllt'Iple of Yt'fY !!rent difficulty, owing 
arrive at the results for which th:·faYou::.~t-natu~n h't'l\lmt•nt, and it wns not possible to 

0 
th h count lit s J>Ut tmg forw:nd t ht•se propost\ls had JH't•sst'li. 

n · e ot er hand, the C'oufe. . d d 
agricultural credit and request d 11 

1 e,nc e . evott• I ht' utmost 1\1 t Nil ion to q m•stinns of 
delay. (The question has air el ~e (ou_Ut'll to t:~kt• up tht' study of this qtwstion without 
with financial questions) Te~t Y:, een dtst:usst•d Ill Chaptt•r I of tht' pn•st•nt twto dt•nlin)l' 
Europe. · 18 18 a nt'w fwhl of work 111 tho t•t•onomio n•t·onst rud inn of 

Tile Comm issio11 of E 11 q11 irll for E'tlr 'I l" . t . d . • 1 ll'llll II 10 II 
ques ton, an tl'tll no doubt de~ ire to g1•1·e 1't 1'1s 11 1 · 

~ fl t'll lOti • 

• • • 
Note.- The Conference also p · 1 tl 1 · 

and the study of non-tariff . assN o •. wr rt-so utwns, ou the h't'll! nwut. of fnt·t•ignt•rll 
a ear to ha . qneshous. Tlu.se nmttors, though of gTt•at unpoi'II\IH't' lin not 

drpapftl'ng of thve the chtarae,ter of immediate urg-ent•y w hil'h has guitltHI t lw ::-;,,t•wt ·u·il:t. in t hu 
e presen no e. · · 

II. REPORT ON THE WORK OJ.' TilE C'o:\Dit7~ICATIO~i:! A!'\D THA~:-\IT 
ORGANISATION IN THE EB'ROPE.\N ~l'IIEHE. 

1. QUESTIONS EXAMINED IN THE PMrr AND \\'OHK IN l'IWOIIE~~. 

A. Effect given to the ResolutionR of the Genoa lntrr11alional Ht't>lltllnil' ('o 11f1·rr 11 t·1• 111 1922 
relating to 1'ra11Rport. · 

In ~ursuance of the ~·esolutions relating to tmnxport adopted by the Oon•u• Cunft~nlll<'O 
the Ad_VJsory and Techmcal Committee for {'omnumi!'IJ.tiona anti TmnHit, t.o wllic·h t.h~ 
resolutwns ha~ beell: sent, !irst of all ~ad an enquiry matle into tho JWHilion ;11 ,.,. 11rrrd to 
transport by ratl. This enqmry was to fmd an 1mswor to the throe folluwin~-t <(IWHiiunK: 

(~) '!hat act_ion has been .taken up to the preMont to r·e~ture or lmpmvo tho 
orgamsatwn of railways and means of communit·at.ion, and wlu't aHHiHianco might ho 
required in the future! 

(2) Wbat are the possibilities of supplying other Statt•H with eul'lt aHHiKtaut·o aK 
they may require both in expert starr ancl in matm·iul f 

(3) What effect has been given up to the present to the Purto-IGoHl• AgronuumtH 
and to what extent have the llrinciples contained in them been appliod f · 

1 

On these various points the States concerned were requPsted to forward tli(J ntW<'KHary 
information to the Secretariat of the Committee. As n•ganlH cortain ~~<1untri""• lwwevm·, 
in the case of which the problems were particuh.rly cumpli<~atud, a slightly tlirfc•reut Htnl.luul 
was employed, and the Committee appointed Culunol ~lauee IlK expert to gt•t into t01u:h with 
the competent technicalserviees of thoFe countrit•s and cu-ordinato the information rtH,civetl 
from them. In August 19231 Colonel :\lance sutnnitte<l a report on tho po~ition in reJ.(artl to 
transport by rail in Bulgaria, Hungary, Poland, Houmania, Y Uj.{I!Kiavia arul Cz,droslovakia. 
At the same time, the Secretariat publiMhed a. note on tire rllMtoratilln anti irnprnvtmH•rtt of 
railway communications in the rest of Europe (see doeurnent A.H I.I!J:!:J. \"1 lJ ). Tlw 
Communications and Transit Committee, after conHidcring the information rtwei vetl und 
Colonel Mance's report, adopted, in Auf_rust 1923, a. reMJiution expresxin~-t the opi11ion that 
the chief problems arising in connection with the reMtoration and improverrumt of tranHpllrt 
by rail were not of a technieal nature, but were financial prohlums t~onuodiJd with tho 
stabilisation of currencies and the granting of credit. 

In 1924, in consequence of a resolution adopted hy the Suh-C,,rnrnittee for I nlaud 
Navigation, it was decided to undertake a stutl.IJ of the po~ilion in Tefl"rtlto inland nol'ifJolion 
in Europe, both in its technical and, more partieularly, in its commerdal and adrniniHtrative 
aspects. To this end, a procedure similar to that followed for the enquiry into tlr!l mil ways 
situation was adopted, and the Secretariat aoldrf'HKf~d a req IH•Ht for inforrrmtion to all the 
European Governments. In addition, ::\Ir. 'Valkt-r D. llirw.~. a ft,rrner arbitrator on IJIH,HtiorlK 
of river shipping under the Peace Treaties, agreed to undertake a Kpllt:ial Httuly of na\·igation 
on the Rhine and Danube. The report on the Rhine deals with five tliHtind quextions
viz. railway competition; French super-tax ; Cuxtoms seal~ ; CuHtomM pra.etiet•x at Cologne ; 
the 'Regleifschein and the Vrachtlij!rl. The report on the DanulJe. whkh represents rm~t .. rial 
of the first importanre, deals p_rin~ipally with_ the followin~-t 9t!''iitinnH: yolumo o! traffic; 
organisation of the different shippmg compames and compositiOn of thetr fleets ; mfluence 
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of eneral economic conditiom, especially in Roumania; river cabotage a~d the po~~ion 
88 fegards territorial waters ; state of t.he Channel ; Customs. a1_1d other frontier formalities ; 

ort facilities · work of the InternatiOnal Danube ComffilBSIO~ ! work of th~ E.uropean 
bommission of the Danube ; possibilities of improving the effiCiency of naVIgatiOn; co
operation between railway11 and shipping . 

.At its seHsion of January 1926, the Sub-Committee for Inland Navigation adopted 
the following resolutions, among others : 

" I. '!'he Sub-Committee considers that the conrlusion by the Danubian States 
of treaties of commerce would help to re-establish economic conditions favourable 
to the development of river navigation." 

" II. The Sub-Committee draws the attention of the International Danube 
Commission to the necessity, in the interests of the rational utilisation of the river, 
of applying .Article II of the Danube Statute, which provides for the establishment 
of a general programme of improvement." 

" III. The Sub-Committee· considers that it is extremely desirable to simplify 
Customs formalities on the frontiers." 

" IV. The Sub-Committee notes with sat.isfaction the statements made which 
show that the desired agreements will shortly be concluded for ensuring in all Au3trian, 
Hungarian and Czechoslovak ports on the Danube entire equality of treatment for the 
shipping companies of the various countries as regards the allocation of wharfsida 
and wa.rehonse accommodation. It considers that the same spirit should be shown 
in settling such questions in the other Danube ports." 

" V. The Sub-Committee thinks it would be desirable for States to adopt as far 
as possible a liberal policy which would enable shipping companies to utilise, in a rational 
and economic manner, both the international 11y11tem and national waterways, 
including ports." 

The general enquiry into the situation of inland navigation in Europe apart from the 
Rhine and Danube basins elir.ited repliE>s from the Governments of the following countries : 
.Austria, Belgium, Finland, France, Germany, Great Britain, Hungary, Italy, Latvia, 
Luxemburg, Netherland~, Sweden, Switzerland, and the Union of Soviet Socialist Republics. 
These replies were collected in document C.553.M.209.1926.VIII, Annex I, and were 
discussed by the Sub-Committee for Inland Navigation in July 1926. As a result of 
these discussions the Sub-Committee adopted a resolution from which the following extracts 
may be of interest : 

" The Sub-Committee notes : 

. . 
" (2) That, if the traffic, though it is increasing on the whole, has not attained 

it.R pre-war level, this is due not t.o causes of a technical nature but to internal 
economic conditions in the various countries and the post-war changes in international 
trade relations ; and that, from both the above standpoints, an improvement in 
the traffic on navigable waterways depends primarily on an increase in the volume 
of trade; 

" (3) That the work of improving the network of navigable waterways and 
preparing new waterways is, in most countries, proceeding slowly owing to lack of 
funds, as a result of the need for budgetary economy and the difficulty of obtaining 
credits ; but that efforts are being made to put fresh work in hand on strictly commercial 
lines, notably in conjunction with the utilisation of hydraulic power; 

"(4) .And that, with reference to the international co-operation contemplated 
by the Genoa Conference, the Sub-Committee has already been able to provide one 
Government with the assistance of a committee of experts to give an opinion on a 
programme of hydraulic work and the preparation of new waterways, and that 
s~ch a. sptem of co-operation would seem feasible in other cases, more particularly 
w1t~ a v1ew t~ securing the systematic co-ordination of the programmes outlined in 
vanous countnes. 

" .Although the Sub-Committee has not extended its general enquiry to the 
progre~s made in the ratification of the Barcelona Convention concerning the regime 
of naVIgable waterways of international concern and the framing of the Acts of 
naYigation for international rivers, it would draw attention to the desire expressed 
by the Genoa. Conferenct> that effect should be given as speedily as possible to thtJRe 
:Acts or. Com·entionR which, in their own sphere, tend to ensure that freedom of 
mternllttonal communications without which the network of European waterwavs 
cannot be utilised to its full extent." • 



.:!:•'t - V•>-

to co!tps~~:~nC~~ttee ""uas appointffi. to make a more detail!){\ study of questions relating 
't t d e ween ra ways and watt>rWil'\"S. Iu Mat't'h 19:!9 this Couuuittt'e submitted 1 tshrepor (

1 
o~ument C.127.M.-13.19:!9.YIII), "·hich tt'rminnte~ ~·ith the folio win•? among 

o er cone uswns : "' 

"~Vhat ~e Committee recommends in this situl\liou i:~ th1\t nil r1,ilwny mtt•s 
gentera as we as exceptional ones, shouhl be put to the tt>st of fi .. urt>s of act unl st•lf! 
~-. ~ 

C "~: a general rule, the principle whi<"h ought to npply i~, nt•eording to the 
omnu ee, that no rates should he quoted below addition1\l t'llst of <"nrringt', nnd that 

no droutd.e bs~ould be p~eferred to a less expensive ont>, the nuue of tho st•rvit•o 
ren ere rung the basts in both eases. 

"If, none the less, it should be considered lll'!'t•~sury for pnlilit·al or other 
reasons, to aet o_thl'rwise, it is highly to be recouunonl!t•tl' ihnt stwh n sl·t'll Hhould 
never bo taken Without full knowledge of the fnt•h and public inCol'llmt ion nbnut tht•m. 

. ." As the railw~ys are in that ca~e dofleett•d from the purpo:;t•s of tmnsportntion, 
1t nught even. be wtshed that othor means than railway rl\te.~ Wt•re ust•d in the sot·vit•o 
of su~h a po~~Y· The Commil~t'e thinks Umt in the11e CIIKI'S al'!ual bountit•H, to the 
benefit of tr!l'tfi~ to or from particular ports, would be preft•rahle to layin~: the milwnye 
under contnbut10n and, c?nsequently, eithor diminishinR tlwir Murplu~ or llll,kin~t use 
of them as a m~a.ns of ~axmg t~e conMumer. Such a policy would muko tho sit uMion 
clearer and facilttate mternnt10nnl utljnMtmentM." 

This report was forwarded to the Governments by the Commuuit•atioue and TmnRit 
Committee. 

B. European Conference on the To11nage .Jlw811rtmn•l of l'uNr/11 in I11l11111l .Nul'igt~lio11.1 

This Conference was hold in Novembor lll25, nnd h•d to a Convoutiun on tho tnnnagn 
measurement of vessels in inland navigation, whieh contains us an au11wx ttwhnit•al 
regulations establishing a uniform method for the tonnage moasuromont of sueh Vt1HKiliH, 
a.nd provides for the mutual recoguition of tonnage ccrt.ifit~ntes isHnml by the <~ompot.t111t 
authorities of the contracting States in conformity with tho stipulatinnH of the Convont.iuu 
and the regulations annexed thereto. The following are at pr!'MtHtt t•nnfl'lll'ting partii•H t.o 
the Convention: Austria, Belgium, British Em piro (for Or cat Britain auul N uri ht•rn I n•larul )1 
Bulgaria, Czechoslovakia, Pree City of Danzig, Prance, Oonmmy, llunl(ary, Nol.flllrh,n«ls, 
Poland, Roumania, Spain, Switzerland, YugoHlavia. 

C. International Regi111e of Passports, Visas a111l Othrr Similar QurNtiunll. 

Two special Conferences have been hold under tho a.uHpiees of the Commnuim,ticHtH 
and Transit Organisation, one in 1920 and the other in lll26, with a vit•w to &impliCylug t.IHl 

administrative formalities . 
.Although representation at these conferences was in no way <·oufiued to Europmm 

countries, they answered chiefly to European neetls, and the r~>sulta have umiuly made 
themselves felt in Europe. 

The 1920 Conference adopted a uniform modo! pa~apurt a11tl rot·ommorultHl a larl:'ll 
number of changes in the existing rej..rime, aiming, if the H~ &tom of )'llHiporls a11tl vi HUH 
could not be altogether abolished, at least at diminishing the incon veni1mec·B of this HyHIMu 
by a. reduction in the cost of passports and Yisas, the prolon~:ation of tlwir durution, unci tho 
conclusion of aQTeements between countries for the abolition of £mtrarwe viHa8 wlwrever 
it might appear" possible. The Conference asked for the immecliate alwlition of exit viHuK. 
The majority of the measures recommended by the Conforonee have !wen gracluully JlUt 
into effect by the different countries, and the AdviHory and Teehnical Committlle, by 
periodical enquiries, has satisfied itself that the offort11 it Hot on foot are biJing Hteadily 
pursued. . . 

Tho 1926 Conference although unable to bring about the ahohtwn of pa~Hportll or even 
the complete abolition ~f visas, ne~ertheleu secured the ab~11ition of ~·iHUII a11 between 
a large number of countries, and ach1eved freHh p_ros,.,.ews, partiCularly w1th regard to tho 
cost and duration of validity of passports and nsaH. 

. 1 In virtue of .Article 12 of the Statute for the Orl(anW.tion for Communicatio11o and Tranoit adoJ•ted by 
the Third General Conferenee on Commuoicationa and TraDJiit (i!eptember 2nd, 11127): 

" . . . limited conferenceo~ are conferenceo~ to _whkh a r.ertain _numl"'r. of ~tat<"' onl,r are invited 
t nd representatives for the pu~ of the exammatwn of que<~twno ,,.bJCh •!""·wily "''"""'t ouch 
S~a':... Limited conferencea may be aummone<~ bJ ~he Council on !he. P"'P?•a.l of the Advi110ry and 
Technical Committee. The Advisory and Tech.mca _Committee •ha!l mdwatfl 111 lUI propn .. al the nanw• 
of the States which are. in the oplDlon of the Comm1ttee, •pecmll:v. mterlll!ted. . . . 

"The Secretary-General of the Lea~e ahall de>~pateh a notifiCatwn of the •un.uwu1ug of a linutecl 
conference to all the mPmbel'll of the OrganW.tion at IP-Mt four mont bo he! ore the op<•ni11g of ouch a 

conference." 
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The Third General Conference drew up a m?del identit;y docu~ent for persons witho~t 
t' lity or of doubtful nationality who, owmg to thetr pos1t1on, could not obtam 

na 10noarts The recommendations of the Third General Conference on this point have been passp . . f E . 
put into effect by nearly all the countries o ~urope. 

D. European Conference on Cards for Emigrants in Transit~ 

This Conference was held in June 1929, and adopted an arran~ement co.ncerning the 
introduction of a transit card for emigrant~. '!'he arra!lgem~nt, wh1ch ~arne mt~ fo~ce .on 
September 12th, 1929, is ba~ed on hum~rutanan c~msi~eratwns, and au_ns at simplifymg 
the transit formalities for em1grants croRsmg the terntones of the contractmg Governments. 
Transit cards are intended to help emigrants proceeding from Europe to oversea countries. 
They are made out by the Govern~ent of the port of embarka.tion and. delivered to ~hose 
concerned by the shipping comparues. T~~ arrangement! which prov1~es for .a uniform 
model for transit cards, lays down the conditiOns to be fulfilled by the ermgrant m order to 
obtain one of these cards, which will exempt him from consular visas in the countries 
traversed the latter also having undertaken not to charge any special administrative or 
transit t;x. The arrangement is at present in force in the following countries : AuRtria, 
Belgium, Finland, France, Gerl?lany, Gre~t Britain and Northern Ireland, Italy, Netherlands, 
Poland, Roumania, Saar Territory, Spam. · 

E. European Conference on the Transport of Nev•spapera and Periodicals. 

This Conference, which was convened by the Council as a result of the work of the 
Conference of Press Experts held at Geneva in August 1927, met from November 25th 
to 29th, 1929. It adopted a certain number of recommendations relating chiefly to the 
transport of daily newspapers in international traffic, the rates charged, Customs and police 
formalities, Customs and fiscal duties on newspapers, the dropping of packets of newspapers 
from aircraft, and postal questions relating to newspapers and periodicals. It was also 
recommended that detailed regulations concerning the transport of daily newspapers 
should be drawn up by the International Railway Union, which would endeavour to lay 
down uniform rules. In conformity with the Conference's recommendations, the appropriate 
committee of the I. R. U. considered this question at its session in March 1930, which 
was attended by representatives of those postal administrations that possess a monopoly 
of the transport of packets of newspapers. The committee of the I.R.U. drew up uniform 
regulations applicable to the transport of daily newspapers, which will shortly be submitted 
to the Managing Committee of the I.R.U. for approval. The recommendations of the 
European Conference are thus in process of execution. · . 

.As regards Customs and fiscal duties on newspapers, a joint committee of the Fiscal 
Committee and the .Advisory and Technical Committee for Communications and Transit 
has been set up, and will be called upon to deal with the question in the spring of 1931. 
The following Governments took part in this Conference: Belgium, Bulgaria; Czechoslovakia, 
Denmark, Finland, France, Germany; Grea.t Britain and Northern Ireland, Hungary, 
Italy, Netherlands, Poland, Portugal, Roumania, Saar Territory, Spain, Sweden, 
Switzel'land, Turkey and Yugoslavia. · 

F. Air Transport Oo·ope1·ation. 

The .Air Transport Co-operation Committee met at Geneva in July 1930. By its 
composition and terms of reference, this Committee's sphere of activity is by no means 
confin~d to Ell:rop~, but is wol'ldwide. In the programme of work drawn up by the 
Com~ttee at 1ts first. session, however, the study of certain questions is provisionally 
co~ed to Europe until technical conditions make it possible to extend this study. These 
q uest10ns are : 

1. Tile conatitutiott and operation of the main network of pet·manent air routes, 
for which the following programme of study has been drawn up: 

(1) The choice of permanent air routes to form the main system ; 

(~) An i!lternational programme for the equipment of these routes so as to 
perffilt of unmterrupted day and night flying ; . 

(3) The manner in which this network should be operated, namely: 

(a~ The selection by inter-governmental agreement of qualified 
enterprises and the specification of traffic conditions ; 

(b) The gra~ting to ~ll undertakings, engaged in the traffic over this 
system, of the ~dest poss~b.le facilities for choosing their equipment, from 
the .sole sta!ldpomt o~ effiCiency, provided this equipment complies with 
the InternatiOnal requtrements regarding navigability. . 
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2. P~ntal air trauporl, for Thich the following programme of study baa been 
drawn up: . 

(1) To prepare a map of the air lines to be e.qtabli<~hed betwoon the rt\pitt\ls 
of the .Enropean ~ountries and the points of importance to postal traffic in those 
countr~e~. ~or this purpose, the Committee ..-ill get into tonrh 11·ith the com potent 
authontiea 1n the different countries ; 

(2) To indicate the necessary conditions for marking out air rontt•a by night; 

(3) To propose suitable means for inrreal!ing the eqnitmtent requb-etl for 
ensuring traffic in foggy weather ; 

~ 4) To draw up specifications of the performance aml apt>cial qut\litioR 
reqmred of one or more types of aircraft to be utilised on these liut~s, takinno into 
account the estimated freight and local topograpllical and nwtoorologiral contlitions; 

(5) To Rtudy the question of the surtax ; 

(6) To discuss 11·ith the postal aonices conct>rned the be11t methods for 
handing over mail to aircraft, the distribution of mail, 11te. ; 

(7) To consider the form which international co·oporation ahoultl ta\ke In 
the operation of the postal air senice, antl to st.udy, if nel•ossary, with tho 
competent authorities of the different countries concerned, the sections whh•h 
might be operated by each. 

G. European Oonfel·ence for the Unijicatiota of Rit•cr Late. 

A first European Conference for the Unification of River Law, convened by the 
Council, was held at Geneva from November 17th to December Oth, 1030. This Conference 
resulted in the conclusion of three international conventions, viz. : 

(1) Convention for the Unification of Certain Rules relntirlJC to ColliMions in 
Inland Navigation, which has already been signed on behalf of Hell{inm, CzechoHlovakh\1 
Free City of Danzig, France, Germany, Hungary, Italy, NethorlamlR1 Poland, 
Roumania, Switzerland, Yugoslavia; 

(2) Convention on the Registration of Inland Navigation YeHKola, right11 in rl!m 
over such vessels, and other cognate questions, already signed on behalf of Helgium, 
Czechoslovakia, Free City of Danzig (ad referendum), France, Germany, Hungary, 
Italy, Netherlands, Poland (ad referendtun), Switzerland, Yugoslavia; 

(3) Convention on Administrative Measures for atteHting the Right of Inhm1l 
Navigation Yessels to a Flag, already signed on behalf of Belgium, Czechoslovakia•, 
France, Hungary, Italy, Poland, Yugoslavia. 

H. European Conference on Road TrafliD. 

The Council bas decided to convene for March 16th, 1931, a European Conference 
on Road Traffic. The agenda of this Conference will include the following queHtions : 

(1) Conclusion of a Convention on the International Regulation of Commercial 
Motor Transport; 

(2) Conclusion of an International Agreement on the Unil1cation of Roarl 
Signalling ; 

(3) Agreement between Customs Authorities to facilitate the Cancellation of 
Undischarged or Lost Triptychs ;· 

(4) Conclusion of a Convention on the Taxation of Foreign Motor VehicleK. 

2. QUESTIONS UNDE& CONSIDERATION LIKELY TO BE OJ' SPECIAL 
IMPORTANCE TO EUROPEAN COUNTRIES. 

A. Stat!U of Broadcaning. 

The question of an international status for broadcasting, although it .ilt not merely 
of European interest in some of its aspects, i8 neve.rtheless a problem of spec1al_import~nce 
to Europe, in view of the large number of count~es ~oncerned and ~roadcast~ng atatlf!nll 
in close proximity to one another. The Commurucat10ns and ~rans1t <:Jomnuttee,_ wh~ch 
has already had to deal with certain aspects of the. problem of. the mtern.at10n~l orgawsat10n 
of broadcasting-a problem ..-hich is alJ!o of spec•al ~ncern. m connectu~n wtth intellectual 
co-operation-adopted the following resolut1~n at 1ts thirteen~h ~81110n (March ~929) : 

" The Advisory and Technical Committe~ for Com~uwcat1011;" and Tran_s1t has 
noted the report adopted by the Assembly at 1ts last ordinary &eKdJOn concerwng the 



-66-

stud of the distribution of broadcasting wave-lengths, and also the st~teme!lts 
sub~itted to it by the Director of the Int~rnational Bure~u of t~e Telegraphic Uruon 
and by the representative of the InternatiOnal Broadcastmg Uruon. 

" The Committee feels that i~ would _be ~fficult for. it to interve1_1e in the 
examination of a specific broadcastmg ques.tw~ without havmg_ a general VIew of the 
problems raised by the international orgamsatwn of broadcastrng. 

"Jt reaffirms its anxiety not to interfere with. the internatio~al orgallfsations 
established by international conventions in the exercise of the functaons proVIded for 
in these conventions. 

" It requests the Secretary-General of the Com~ttee to preJ?ar~ for a future ses~ion 
a report on the international problems connected with the orgarusatwn of broadcasting, 
obtaining, if necessary, the assistance of experts appointed at his request by the 
Chairman of the Committee. 

" The Committee regards it as essential, in order to ensure the necessary co
ordination between the various organisations interested in broadcasting, that the 
.Advisory and Technical Committee shon!d be ke~t in constl!'nt touch with these 
organisations and sho~lld b~ re~resented m an advisory capaCit~ at. the c~mferences 
held under their auspices, It bemg understood that these orgarusatwns will also be 
invited to send representatives to the .Advisory and Technical Committee when the 
latter discusseP questions relating to broadcasting. " 

B. Consequences of the Preliminary Conference with a View to Concerted Economic Action • 

.A resolution of the Council da.ted May 12th, 1930, having referred to the Communications 
and Transit Committee a certain number of questions raised by the Preliminary Conference 
with a View to Concerted Economic .Action held at Geneva from February 17th to March 
24th, 1930, which were inserted in the annex to the Protocol concerning the programme of 
future negotiations, the Committee reached the following decisions at its fifteenth session 
(September 1930): 

1. Transport of Agricultural Products. 

The Committee requests its Chairman: 

(1) To appoint three experts who shall be instructed to submit, with the co
operation of the Secretariat, a preliminary report on this question to the next session 
of the Commit.tee ; it will be the duty of the experts to secure such documentary 
material as they may deem necessary ; 

(2) To invite the Governments to transmit to the Secretariat, before February 1st 
next, all available information as to the disadvantages imposed on the transport of 
agricultural products by the present situation, and also as to the measures they would 
recommend with a. view to remedying that situation; the Chairman of the Committee 
will endeavour, if need be with the aid of the above-mentioned experts, to make clear 
in his request to the Governments the nature of the information to be collected. 

The Committee will, at its next session, decide whether or not it seems advisable to 
include in the agenda of the Fourth General Conference on Communications and Transit, 
with ~view to general disc'?ssion, the consideration of the problems concerning the transport 
of agrwultura.l products ratsed by the Geneva Conference held in February and March, 1930. 

2. Questions of Rationalisation in the Sphere of Transport. 

!he ?ommit~ee i~Rtr.ucts the _Secretariat to submit to it at an early session a report 
sho"mg "~1a.t ra.tiO'!-a.li~atiOn questiOns have already been dealt with by the Communications 
and Transit Orga.rusat10n and also what other rationalisation questions might arise. 

3. Extension of International Agreements relating to Transport. 

The .Advis?ry ~nd Technical Committee decides to refer to the Permanent Committee 
for Inla.~d Na':1ga.t10n the request of the Preliminary Conference with a. View to Concerted 
~cono~c .ActiOn that consi~era.tion sh~uld. be given to the possibility of framing an 
mt:er!!-a.tlonal agreement on mland naVIgatiOn on national waterways based on the 
prmmples enu~erated ii_I the .Additional Protocol to the Barcelona Con~ention of 1921. 
h The Comnuttee. deCides to refer to the Permanent Committee for Transport by Rail 

the r:i~est of the &aid C?nfPrence that the railway administrations of the various countries 
8 

?U . 
1 

e asked by their Governments to consider the possibility of adopting identical 
~~nctp eat as 1re~ards freedom of communications as the basis of their international 

.. eemen s re a.tmg to transport. 
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4. Adjustment of RailU"ay Tariff•. 

C lhe Com!illth"ttee..,.~ating examined the follov.ing request put forward by the Prtilimimuy 
on erence WI · a • 1ew to Concerted Economic Action : 

d " Th~ C~mference, ~onsidering that ct>rtain transport tariffs on importetl goods 
anf certam mternal tanff@ Thich di8CI'iminate a!!l\il18t forei<TQ lYOOd8 may nOllStitute 
a orm of · dir t t t" · "' "" .. ,. t iff m ec pro ec wn, and cons1derin~, moreovt>r, that cl'rh\in B\ltll'h\1 expn1·t 
·~ s may _be regarded ~s equivalent to imlirl'{'t export bountil's, ft'{'Oilllllt'lld~ that 
~ .ese qu~st10ns be considered by the Communic1\tions and Transit Or'"'l\lliNation 
Jomtly With the Economic Organisation of the Ll'a<>ue " "" 

"' ' 
decides ~o adjourn the exa~ation. of. this question to its next session. It reqm•sts the 
Secre~anat to pre~ent to Jt a prelinunary re11ort for that session. This rt'port should 
conta~ more part1c~larly fu!l information ns to the pro<'edure followed by the Leal'(ue 
of Nat~ona Econom1c Comllllttee for the examin1\tion of questions roh\tiU)r to iudh·ect 
_protect1on and the progress of the Economic Org1misation'a work in the mattl'r. 

III. REPORT ON THE WORK OF THE HEALTH OROANISATIOS IN RESPECT 
OF EUROPEAN HEALTH QUESTIONS. 

1.. ~he following is a list of the European health questions with which the llealth 
Orgamsation of the League has dealt or will deal in the immediate future : 

(a) (1) Work of the Epidemic Commission in Europe; 

(2) The Sanitary Conference hold at WarPaw in 1922. 

(b) Service of Epidemiological Intelligence; collection and diRtrlbution, by the 
most rapid means, of information concerning the epidt>mic movement of Influenza 
in Europe in 1926 and 1927. 

(c) The European Conference on Rural Hygiene, to be held at Geneva in 
April 1931. 

(d) Comparative rtudies on Europ~an health problema undertaken at the reqni'Ht 
of various health administrations in Europe: cancer, infant mortality, pr..,vout.lve 
aspects of health insurance, malaria ; course11 in malariology. 

(e) The Health Organisation's sy~tem of liaison all it affects the llealth 
administrations of European States : 

(1) General and specialised collective study tours (interchanges). 

(2) Individual study tours (missionR). 

(f) Education in hygiene: Conference of Directors of European Schools of llygiene, 
held at Dresden in July, 1930. 

2. A technical international health organisation muPt be in a po-ition to fnrnl11h 
information and advice when asked to do so by the health administration11 of variou11 
countries. That requests of this character have been addreHHed to the Health OrganiHution 
of the League with increasing hequency is shown by the pages which follow. The ba~ia for 
the accumulation of informatiOn and adnce of the kind require<l to sativfy llu<·h requPat 
is thd experience whlch such an organisation has acquired by mean~ of its P.ollective et.ullio11 
and invePtigations, which mnst be undertaken in areas where health w?rk has been carried 
on longest and in the most concentrated form. 

Under these conditions, it is only natural that much of the llealth Organisation's work 
should have a special bearing on European health problems, for it was in Europa and North 
America that modern principles of hygiene and }Jreventive medicine were first applied. 

Moreover, when the Lea~e's He~lth Organisation _was in pr?cess of establishment, 
post-war conditions exerted such an rnfloence on rublic health m Europe that health 
problems became one of the first concerns of many European Governments, and it was 
necessary to apply remedial meagures before real progress in reconstruction could be assured. 

A number of these hePlth administrations requeRted the Leagne for assistance in solving 
such problemP, and the Health Organis'ltion wa• enabled, a• a result of the storlil'll 
undertaken to gain an experience and to collect information, which was afterwards 
available f~r the health administrations of non-European States. 
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The en uiry into infant mortality in l!fllected districts of seven J?ll!opea.n countries, 
r exam l~q was followed quickly by requests from _the health adm~mst;a~IOns of ~o.ur 

!~untries fn Lat.in-.America, I that the JJ ealth Organisat_H~n should o~garuse smrllar enq~es 
within their borders, and t~e c;onduct of these enqmnes was gmded by the ~xper1ence 
acquired in the European distrJCt.s. . . 

The majority of the collective study tours. (mterchanges) orga~nsed by .the Hf·a~th 
Organisation have been held in European countries, because of the ncb matenal and npe 
experience which they posses~. 

Nevertheles' 11o Jargt> number of medical officers from other countries have participated 
in the~e interch~ngeP, and thus have. secured _for themselves and fo; their health 
admini~trations the benefits of the expl'nence acqUired by the longer established European 
public health pervice&. 

The real international importance of tha other European enquiries and studies 
mentioned above is just as evident as in the case of infant mortality and interchanges. 

(a) (1) WORK OF THE EPIDE!\UC COMMISSION IN EUROPE. 

In view of the post-war health problems, an international health conference which 
met in London in .April 1920 to advist' the Council of the Lea.gue concerning thE' appliration 
of .Articles 23 (/)and 25 of the Covenavt, recommended the appointment of aD Epidemic 
Commission, pending the creation of a permanent international hea.lth organisation, to 
co-operate with the health administrations of Eastern Europe in their campaign against 
typhus fever and other epidemic diseases. 

Thll Epidemic Commission, which the Council created in :M:ay 19201 acted through 
the health administrations of the countries concerned by co-ordinating their efforts, 
organising a system of epidemiological intelligence in the area, collecting and di11tributing 
the necessary medical supplies, and making epidemiological studie111 especially in Poland 
and Russia, where the situation was most serious . 

.A good example of the work accomplished by the Epidemic Commission is the assistance 
it was called upon to give in Greece, where serious epidemics of smallpox, cholE.'ra and 
enteric fever broke out among th-:> refugees who poured in from APia Minor a~ a result· of the 
war with Turkey. The Epidemic Commission assisted the Greek Government to organise 
a vaccination campaign, which was successful in proterting some 550,000 refugees by this 
means against the three prevalent diseases. 

In Eastern Europe the work undertaken by the Epidemic Commission, in co-operation 
with the countries concerned, may be summarised as follows : 

(a) The organisation of quarantine stations. 

(b) The equipment of hospitals. 

(c) The application of measures for disinfecting and cleansing. 

(d) The collection and distribution of supplies of food, clothing, soap, motor 
transport and other like necessities. 

(e) The collection and distribution of recent and accurate information concerning 
the epidemic situation. 

(f) The organisation of the campaign by means of the application of preventive 
measures in the epidemic centres. . . · 

The Epidemic Commission was afterwards absorbed by the Permanent International 
Health Organisation. · · 

(a) (2) THE EUROPEAN SANITARY CONFERENCE HELD AT WARSAW IN 1922. 

· In the meantime, as a result of famine, as well as post-war repatriation involving 
large movements ot population, the epidemic situation in Eastern Europe as regards 
cholera, typhus and relapsing fever became very grave in the winter of 1921-22, threatening 
to break down the sanitary defences in the eastern provinces of Poland, and to overwhelm 
other European countries. 

The Secretariat of the League of Nations consequently circulated a report on the 
situation to all States Members of the League. · 

On the rec~ipt of this report, the Polish Government applied to the Council of the 
League, requestmg the immediate convocation of a technical European Conference to 
consider the situation, and to recommend measures to be taken to prevent the further 
spread of these epidemics. 

1 Argentine, Brazil, Chile, Urugnay. 
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· Wit~ two exceptions, all Eu~opean GOYl"rnml"nts wt>re rl"prl"sentt\d at the Cont&ence 
by techniCal experts, and tl'('hrueal recomml'ndations wt•rt> atloptt>d as Wl'll ns definite 
prop_osals as to p_ro_cedure. These were prt>sentl.'tl to the Gtmoa Eeonomic Couf.,retwe, 
m VJew of the optruon expressed at ·warsaw that no sehemt> of eeonomic fl"t•onstrn<"tion 
of Europe was possible until effe<"tive nwasnrl's hnd bN>n h\ken a~1\inst. t'pidemit•s. 

The Gl.\noa Conferen<'e decided that: 

"The Confe!l'n<'e approves the prilll•iplos of tht> anti-epidNnio <'llllll'l\i~n anti 
of European sarutary deft>nce adoptetl by the 'Wars1\W Coufore!Wt', and fl"t•omnwmls 
the ~ur~pean Governm~nt_~ bore reprt~st~nh•tl to eol\1\itll'r imm•'tlil\tl'ly the prnctit•al 
app~cahon of these_ prme1ples and for this J>nq•o~l.\ to appenl to t twit· rt'SI'l't'livo 
Parliaments to pronde the nt~<'eRsary llll'l\11~. " 

The Warsaw Conference expressed the wish that the t~xt~ention of its re<'omnwntlationa 
should be entrusted to the Health Organisation of the L(lngue of Nations • 

. The. results of the Conferenee were to rnrry the anti-(lpilll.'mic rampni~:n into the Nlntrt'S 
of infectiOn (the Ukraine, etc.), to promote the roJll•lusion of bih\t.t,mllu\nitary n~rt't'nwnh 
~etween .the affected countries, to foster the frl'e iutcn·hnnJ::e of rtll"Nit (lpitlt•mioloj,til'l\l 
mformatwn, and to co-ordinate the work of the ht~alt.h atlministmtions nwst dir••t•tly 
affected. 

(b) INFORMATION CONCERNING THE EPIDJo:MIC l\IOVEMENT OF INt'LN:NZA 

IN EUROPE IN 1926 AND 1927. 

The Health Organisation's work in this field is an example of the assiKtl\nt•e It nmy 
be called upon to give in respect of purely European health I•roblomA. 

The Health Organisation's Service of Epidemiological Intelligenee is engagod at Ot•ntwa 
and Singapore in collecting and distributing informat.ion rt•Kptlct.ing the mnKI· st•rinnH epitlt•mio 
diseases by the most rapid means. Cabl011 are rcceiv£>d wt,okly at the Hinl(npure llnrt•lm 
from the health administrations controlling more tlum HO of the mnst impm·t1•nt JHirtM 
describing the actual epidemic situation in those porh. ThiK Information Is diHtrihuh•tl 
weekly by a dozen wireless stations to health officl'rs 1\nd ships at B11a. 

A weekly printed bulletin containing more detailt~d information, is alKo diKt.rihntcd 
by the Singapore Bureau. 

In Geneva daily, weekly, monthly and annual bulletins are puhli11hed, 1~ontnining 
all available information concerning the movement of epidemic disoaHI'B In the varioua 
countries, and these are supplemented by the weekly despatch of a. wirt•loHR moHHage from 
Nauen (Germany) and the use of the cable in case of need. 

The information received from European health admini11trations In Docemher 1926 
having revealed that influenza had reached epidemic proportions in !~ranee and Switzt•rland, 
and that it was more prevalent than usual in several other European Stati•R, teli•J::TamM 
were addressed to all European health administrationA requesting them to kl'llp the lll'allh 
Organisation informed concerning the prol('ress of the diseaHe, In order that authontlo 
information might be supplied to health officers whose duty it was to ket•p the public 
informed concerning the real situa~ion and to organise mea11ures of reliof and prevention. 

The epidemic persisted until the middle of February 1927, and the Europtlall health 
administrations continued to keep the Health Organi11ation inform01l of It, progre~H hy 
means of daily telegrams. This information was di~tributed to the various eountri1•s for 
the first time by wireless mesiages prepared by the Health OrganiHation. In addition, 
telegrams were sent to the administrations whose territory was menaced by the progre~11ive 
movement of the epidemic, and daily multigraphed bulletins were IHRnetl. 

As a result of this rapid information servire, various adminiHtratinnH found It fiOHHihle 
to organise medical relief and preventive measures well in advance of the epidemic. 

Seven health administrations telegraphed aHking that the wireleHs information 111~rvh~e 
be continued, and information was transmitted to North America and other contin1mt11. 

A less serious epidemic of influenza occurred in Europe at the beginning of 1929, whil:h 
occasioned the resumption of the Health Organisation's attempt to collect and diHtrihute 
by the most rapid means all available information concerning its prevalcnrAJ. 

(c) THE EUROPEAN CONFERENCE ON RL"RAL HYGIE:'iE TO BE HEl.D AT GENEVA Ill' APRIL 1931. 

Another example of the Health Orga~sation's work in re~pect of purely European 
health problems is the proposal of the Spamsh Government that the League should conv~ne 
at Geneva a conferenre of representatives of European StateR for tb.e purpnKe of a te1o~nwal 
international study of rural hygie~e, considered as one of the moKt Important factor11 m the 
organisation of agricultural areas m Europe. 
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The Council of the League approved the proposal, decid~d to convene ~he Conference 
in .April 1931, and referred the matter to the Health Comnuttee for techrucal study and 
report. 

In 11resenting the proposal to the Council! the repre~entative of the Irish Free State 
(Rap11orteur on health questions) called a~tentwn to the. Important role play~~ by .general 
Hanitution and hygiene in an:v campaign mtended to ra1se the standard of livmg m rural 
areas, and to the faet that there are very fe": countries in Europe to-day in wh~ch the 
measures for preserving the health and promotmg the welfare of the nual population are 
up to the standard obtaining in urban areas. 

He desr.ribed the work in this field of the Health Organisation, which has sought to 
assist Governments faced with problems of rural hygiene, by means of individual and 
collective studies, resulting in a valuable collection of information and an interchange of 
experienr.e, so that the methods adopted and th~ results achieved by ~~e ~ountries most 
advanced in this respect have been placed at the disposal of all. Its enqumes mto the causes 
of infant mortality in seven European and four Latin-American countries included studies 
of this subject in rural areas of each country. The plan for the sanitary reorganiRation of 
Greece in which the Health Organisation has collaborated with the Greek Government, 
is based on the most modern method11 of organisation in rural districts, and its publications 
contain much valuable information on the organisation of rural hygiene in the countries 
moRt highly developed in this respect. 

The Health Committee recommended that the following should be the agenda : 

(a) Guiding principles and appropriate methods for ensuring effective medical 
assistance in rural districts ; · 

(b) The most effective methods of organising the health services in rural districts; 

(r} The sanitation of rural districts; the most effective and economical methods. . . 

It was also recommended that the European Governments should be invited to send 
as delegates experts in sanitary engineering, rural administration, social insurance and 
agriculture as well as in hygiene. 

In view of the forthcoming Conference, the Health Organisation convened, in 
November 1930, a. group of experts on rural health centres. 

The Preparatory Committee set up by the Council will meet in December to consider 
the material to be placed at the disposal of the Conference . 

.A representative of the International Institute of .Agriculture has been in'\ited to 
participate in the work of the Preparatory Committee. Invitations have been issued to the 
Governments of non-European States which have a special interest in rural problems to send 
observers to the Conference to hear the discussions. · 

The documentary material being prepared for the Conference will.consist of an analysis 
of existing practice in re8pect of the three items on the agenda, with an indication of the 
methods which have yielded tha most fruitful results, particularly in those rural areas in 
which important reconstruction work of this character· has been carried on during the last 
ten years. · 

(d) COMPARATIVE STUDIES ON EUROPEAN HEALTH PROBLEMS UNDERTAKEN AT THE 

REQUEST OF VARIOUS HEALTH ADliUNISTRATION11 IN EUROPE. 

1. Cant'fT. 

D~ng a ~ealth Committee se~sion held in :r.Iay 1923, the British member proposed 
that the mve~hg~J:tions which had been begun in Great Britain on the comparative mortality 
from cancer m diff~rent countries should be carried out internationally, to determine the 
causes of· the cons1derable differences in the statistics of Great Britain, Italy and the 
Netherlands, as regards the mortality rates of two special forms of cancer . 

. A _Cancer C~ID:mission ~~s set ~p and medical experts were co-opted to undertake the 
stahshcal and chmcal enqumes wh1ch were planned to elucidate the problem. 

. The obje~t of the statistical enquiry was to determine whether the observed differences 
m tb~ mortabty rates ~f the three countries were real, while one of the objects of the clinical 
enqwry was to ascertam whether the apparent differences in the mortality rates might be 
due to more frequent resort to surgery in one or other of them. 

T~e statistical enquiry indicated the genuineness of the differences in mortality rates 
b~t. fa1led to reveal an explanation of these differences ; while the clinical inquiry revealed 
t at early resort to surgery was deplorably lacking in all three countries. 
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The_ Cancer Commis~ion also undertook, jointly with experts appointetl by the 
International La~our Office, an enquiry into occupational rnnetu- to determine whether 
~ancer occurre<! m some occupations in some countries and not i~ the same occupations 
~n other ~ountr1es, and ·whether n~w forms of orcupationnl t'-<UlCt•r were ot•rurriQ!t. Y alunble 
~ormation was secured concerrung cancer of the lun .. s amou .. mint>rs workin•• to extract 
pitch-blende from which radium is deriYed. "' " ., 

The findings of the Cof!!mission. concerning t be pressing nt~et'llsity for the e1u-ly 
treatment of cancer, and the wcrease In the use of licrbt therapy for this purpose lt'd to a 
s: udy of the radiological treatment of cancer. "' ' 

~nly a few clinics had used this method for a aufficit,nt.ly long period to be able to 
appraise t~e !esults a!Jd the value of the different methods of applic1\tion. Conat•quently, 
the Co_mllllllsion published an aeconnt of the technique, nwthods and results of the three 
~oat un:portant Eur~pean clinics (llunich, Paris, Stot•kholm), ao that the spet•h\l 
information and expenence concentrated at these three clinica wouhl be nu\de available 
to medical authorities in all countries. 

2. lnfa11t Mortality. 

During the Sixth .Assembly, the delegation of the N ethorlands proposed that the 
Health Organisation should undertake an international study of the cause of infant mortality 
in view of the importance of this subject for all countries. This proposal Wl\8 ruforred to the 
Health Committee, which decided to invite a group of health eXJlerta in inf1mt wolf1\l'e to 
draw up a scheme for the enquiry. 

These experts proposed that an enquiry iuto the causes of infant deaths and etill-birtha 
should be carried on in seven European countries,• to elucidate the cauHoB of death& among 
infanta under one year of age dying in the selected districts during that period of time. 

The enquiry, which was completed in 19!!8, was carried on in twouty-niue \ll'bl\11 aud 
rural European districts and the deaths of 71503 infanta were investigated. 

From the mass of data collected and analysed, the eX}Jorta reached a aorioa of importamt 
conclusions concerning measures of prevention, and drew np a number of recomnwnd1\tiona 
in respect of the social and legislative measures which should be aJlJilied to proveut death 
during infancy. 

The experts also adopted a number of general recommendaUona in regard to Jlopular 
health instruction, special training in midwifery required by physiciuna nnd midwives, 
and the supervision of infancy by means of public health nur~~ea. 

The health administrations of four Latin-American countriea 1 requosted the Ilealth 
Organisation to organise similar enquiries within their borders, and these enqulriea were 
completed in 1930. 

In Europe, five health administrations• have asked the Dealth Organisation for it11 
assistance in conducting such enquiries, and the e.xperta from these countries who will be 
entrusted with the work have been given by the Ilealth Organi11ation an op110rtunlty to 
study the conduct of the enquiries in one or more of the countriea in which the original 
investigations were made. 

3. Preve11tive Aspects of Health Insurance. 

In 1926, the delegation of Czechoslovakia to the Seventh Assembly ]'ropoHed that, In 
the interesh of the economic, practical and eUicient organisation of the puiJlic health aervioo11, 
including national health insurance, the Heal.t~ Or~pmisation. should u!ldertake a 
comparative study of these aspects of health admrmstratwn in var10n1 conntni!B, 

As the principle of health insurance was fil'st applied in En rope, and a11 organla10d ay11tema 
of health insurance were until quite recently restricted to Continental Europe and Great 
Britain it is natural that the studies organised by the Dealth Organisation jointly with the 
Intern~tional Labour Office should be liinited for the time being to thia area. Nevertbellllla, 
in view of these studies an extra-European Government (Uruguay) hal already asked for 
the assistance of the H~alth Organisation in thia field, and a n~m?er of. medical offi.c~ra 
from other continents have been provided by the Health Organ111ahon With opportnmt1e1 
to study European experience. 

Two commissions of experts have been appointed by the Health Organisatio~ ~nd the 
International Labour Office. The first has a~t up a number of amall aub-comrnJssw~a to 
study the subject in respect of maternal. and mfant v.:eiiare, pre-school and achool hyg1ene, 
protection of the adolescent, tnbercnlosl8, ':enereal d1seast:• an~ P?P~Iar health educatl~n. 
These sub-commissions are carrying on stud1es of these anbJecta m linnted areas of conntnea 
having different forms of health insurance. 

i Austria, France, Germany, Great Britain, Italy, the Nethtorlanda and Nonray. 
• Argentine, Brazil, Chile and U~Y· . . 
a Czechoslovakia, Denmark, Roumama, Spam and YogoelaVJ&. 
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Th second baa studied the methods of co-operation established bet'Yeen health 
· cee organisations and health agencies generally in the field of preventiOn. In. the wsuran · 19 8 h' · · d rt 

f a Study tour in .Austria and Germany m 2 , t IS comrmsston prepare a repo 
course o . d 'b' h th d hi h h b emphasising the necessity for such co-operatiOn, esc~ mg t e. me o s w c a~e . een 
adopted to ensure it in these two countries, and drawmg attentiOn to the general prmc1ples 
involved. 

The authorities of CzechoHlovakia ha~e follow~ closely t~e work ?f these commissi~na 
and have attempted to co-ordinate the act10n of their o:wn public a~d pr1vat~ health agencies 
and health insurance organisations by means. of a nat10nal comrmtt~e, '!hich has pre.pared 
a report on the methods of securing co-operatiOn between these agenCies, lD respect of mfant 
and maternal welfare and tuberculosis. 

4. Malaria. 
The Health Organisation's Malaria Commission has sought to abstract from the 

experience of the several countries those princip~es and me~hods '!hich mig~t serve to guide 
a health administration called upon to engage m the ant1-malana campaign. The results 
of its field studies have been published anrl made available to all malariologists. In addition, 
the Commission has undertaken to co-ordinate national research into important aspects of 
malaria-epidemiology, prevention, treatment, etc.-and has organised studies of 
preparations (cinchonine, quinetum, the total alkaloids of cinchona) which might serve to 
supplement the insufficient supply of quinine and be made available for the treatment of 
the sick at a lower cost. 

The problem of malaria, less acute now than soon after the war, was aggravated by 
the movements of population consequent upon the war, repatriation and famine, these 
movements resulting in the extension of severe forms of malaria to areas hitherto immune. 
Moreover, the establishment of new Governments which lacked personnel trained in 
malariology necessitated the organisation of special courses (described hereafter) and the 
utilisation of the experience of the older countries for the purposes of field training. 

Under these circumstances,· it was but natural that certain European health 
administrations should ask the Health Organisation for assistance in this technical field. 
In 1923, the .Albanian Government asked the Healt.h Organisation for its assistance in 
preparing a plan for an extensive campaign against malaria. .An expert was sent to .Albania 
in 1923 and 1924. His recommendations were intended to serve as a basis for the organisation 
of the public health service in the whole country. 

The health administration of the Kingdom of Yugoslavia invited the Malaria 
Commission to delegate one of its members for the purpose of reporting on the value of the 
anti-malarial measures applied in Southern Serbia and Macedonia. This study was 
undertaken in the summer of 1925. 

In 1924, the French Government invited the Health Organisation to appoint experts 
for the study of malaria conditions in the Island of Corsica. 

Two of the French members of the Malaria Commission were appointed to make this 
Rtudy. Their report, containing detailed recommendations, after consideration by the 
Malaria Commission, was presented to the French Government. 

Research into important problems of malaria is being carried on in behalf of the Malaria 
Commission in Germany, Great Britain, Italy, the Netherlands, France, Spain and 
YugoPlavia. 

Courses in Malariology held in Ha.mburn, London, Paris and Rome under the Auspices 
of the Health Organisation.-Certain public health administrations, although determined 
to wage a systematic campaign against malaria, are handicapped by the lack of personnel 
specialised in the epidemiology and prevention of the disease, which, more than any other, 
requires special training and experience. 

Facf?ties for providing such· training are· available in several European· countries, 
notably m France, Germany, Great Britain and Italy, where special schools or institutes 
concer!Jed with tropical diseases are in existence. Moreover, modern preventive measures 
are .bewg applied i~ malarious districts of several European countries, especially Italy, 
Sprun and Yugoslana, and these form suitable centres for the practical training of public 
health officers in the control of malaria. 

In view of this situation, the Malaria Commission recommended in 1925, that intensive 
courses and practical studies in malariology should be arranged at these centres. · 

. The Health Committee a.pproved this recommendation and the courses were started 
In 1926. .· 

.The theoretic~ and laboratory courses, lasting about one month, were held at the 
lnst~t~te for Tropical _Diseases, Har;nburg, the London School of Hygiene and Tropical 
Medicme, and the Institute of Parasitology, Faculty of Medicine, University of Paris. By 
mk ea~ of these three courses, the students were assigned to the school for which their 

nowledge of languages best fitted them. 
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The practical work in the field 1 t' 1 . . . . 
districts of Corsica Italy S . 'da~_mg at t'!lst two month~, l\":llll'arrll'll out mnuuar10us 

• ' pam an ... ug osla '"la. 
The Health Oruanisation mad t t · · · · · health administrati~ns t 't ehgran s o ct'rtum mt'dtt•al ofCtt•t•rs, nonunntt>d by tht•tr 

, o pernu t em to follow t ht'se courst>s. 
A number of students attended th h · · · · others were granted schol h' b h e courst-s at t e expt>nse of tht>tr atlmnustrntwn~, 

own expense. ars tps Y t e Ro<'keft>llt•r Foundntion and a ft>w ath•tllh•dat tlwir 

The organisation of these courst's ·· l ti fill·'"' 1 for this intensiYe tr · · . e\ H eu Y ..... a on~r-fl'it nt>t•tl, &Ullla~ the dt•numds 
year. 81~ng contmued, courses han~ bt'l•n orgnni~t>d duriug en•ry sut'l't•ssiYe 

Forty-nin h · · fr · . e P YSlCtans om twenty <'Otmtnes attt>ndt'4.l durin .. the first ''t>nr tl:i in 19''7 
107 m 1928. .. ~ • ' - • 

In 1929 · '1 · ~ ~ Slmt. a.r course was orgamsed at Rome, 11·hcre a spt>l'inl course in nu~lnri~~o 
control for ctvil engmeers and agricultural experts wns al~o gin•n. 

W~ile a large proportion of the ~tudents trnint>tl in tltt>se rour~t·ll ure mt•tlit·a~l orrit'N'S 
belongrng to the staff of European ht'alth administrations, a numht•r also l'llllle from non· 
European Stat~, so that European t'Xpl'rienre and information in the t•ontrnl of nualurh• 
was ~ad~ avallable to these States through the instrumt•ntnlity of thl' I.t•al~;:uo's llt>ulth 
Orgarusat10n. 

(e) THE HEALTH 0RGANISATIO;>~'s SYSTE.:II OF LIAISON AS 1'r Al·'n:t'TN Til" lh:AL'l'll 

AD:IIINIRTRATIONS OF EntoPF.AN STATFN. 

. ~n 1923, the Hea~tl~ OrgauiHation organiMt'd n syHtem of iniN't•h:lllj.(PII 111111 hlllivlt1unl 
nusswns to promote hatson between the variouH health udminiMtrutiiiiiH, 111111 to t•KiahliHh 
closer contact between these admini~trationH and the Lea~tw in the fit•lt1 of inh•mntlonul 
hygiene. · 

The technical purpose of these inter<'lmnge~ and irulivitltml miMHiunM i11 to Nmhlo thu 
health authorities of the various countries to J•rofit hy the I' X pl'l'il•nru uf tlwir t•nllt•U)CtWM. 
In the caRe of individual missions, the aim iH to provide oppmtunitit•s fur tminilt)C ahrmul 
medical officers entrusted with special r('sponHihiliticH, surh aH tho t•untrul of Luht•r~uiHKiM 1 
maternal and infant wellare, etc. 

It is a natural result of the conHiderations llllt out at the ht•)Cinnln~ of thi11 r1•port tlmt 
a majority of these interchanges should have been held in European <·onnt.rit•H. '1'h11 sauuo 
applies to individual Inission11. 

Since the beginning of 1923, nenrly 600 llletlical and heulth oCfiet'l'll lmvo partlclp1~tml 
in these interchanges or profited from individual mi11sions. 

Interchanges for the general study of public health work, or for the Ht 111ly nf Mptwial 
subjects (tuberculosis, malaria, rural hygiene) have taken place in tnoHt of the import1111t 
countries of Europe, 1 while medical officers t'ntruHted with individual miHHiorut have 11tndit•d 
in nearly every European country. 

Two interchanges of special interest to Europe were thoHe for (1) port lwulth ocriC!t•rK in 
the Mediterranean, and (2) for su<'h officers in Baltic and North Sea port 'I. 

International courses in hygiene were organi11ed under the auHpic,t•R of tho Ilm1lth 
Oruanisation in London and Paris, the first in co-operation with the Jo:n~-:liHh ~liniHtry nf 
He~lth, tbe second at the Institute of Hygiene, UniverHity of l'ariH. 

The offer of the French Government to the Council in Octllhf\r lii:JO, to organiHo 1m 
International School of Hygiene and to pla('e it under the auKpict~H of the J,mLjpw, will 
greatly facilitate the operation of. the Health O~ganiHation'B MYH.te.m of l!aiHon and will 111~rve 
to enhance the value of thiR Rervtce to the \'anonH ht•alth admtmHtratwnH. 

(/) EDl'CATJON IN HYCliENK. 

Conference of Directors of European ."Jchool11 of lf.lfgiene, hf'ld at Drl'lldtm 
;, Jul.'! 1930. 

The new schools of hygiene in Europe a~tl Ame1ica are th~ i~11truments heHt adaptlld to 
introduce the newer conception of pubhc health work. Con~~equently, the Health 
Organisation has been in close touch with t~eHe school11 from the beginning,_ by Uu.• 
convocation of periodical conferences of the dJ.rec!tor~ of theHe .achoolH. . The f1rat 11uc~h 
Conference was held at Warsaw in 1926 ?n the occa~wn of the mauguratwn of th~ State 
School of Hygiene ; the second was held m 1927 at BndapeHt and Zagreb; and '!' thtrcl waH 
held this year in Paris. The object of theRe conferenceH wa~ to make a companKon of the 

1 All8tria, Belgium, Bulgaria, Czechoe!ovak~ D.mzig, D•mruar~, }"rauc.;. Gemoany, (;reat Britain, Hungary, 
Italy, the Netherlands, Poland. Ronm&ma, 8pam, f!•ntzerland, "\ ug0i<lav1a. 
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results obtained by tht various 11chools of hygiene, as these il!stitutions ~epresen~ a new 
type of health work in which frequent exchanges of expenence and mformatwn are 
essential. 

The faculty of one or more non-European 11chools of hygiene wa~ represented at ~he 
conferences mentioned above, but a conference was held at Dr.esden m July 1930, which 
included in its membership only directors and other representatives of European schools. 

The Dresden Conference was concerned with the special work of the schools of hygiene 
in training the future medi~al offic~rs of ~ealth, t_he auxiliary sa~tary perso~el a~d 
general public, as well as with the m~truct~on requtrecl by the medical stu~e~t 1!1 soCial 
and preventive medicine, and the contmuatwn courses or supplementarytraimng m these 
subjects required by the health officer and his subordinate staff to keep them abreast of 
modern progress in hygiene. 

A series of resolut.ions was adopted concerning the principal task of schools of hygiene
the training of the future medical officer of health. These r~solutions emphasised t~e _value 
and described the nature of the research work to be earned on, set out the nummum 
training requirements and contained a number of recommendations concerning the 
administration of these schools. 

The resolutions concerning the training in hygiene of medical students defined the 
subjects in which instruction was required, described the best methods of providing such 
tra.ining and recommended that practical as well as theoretical courses should be given. 

The recommendations relating to continuation courses deal with the character of the 
instruction required for the general practitioner, the medical officer of health, the communal 
health officer and the subordinate public health staff. 

In October 1930, the CommisRion on Education in Hygiene considered the programme 
of the new school at Madrid, and noted that this programme hall been established along the 
Jines recommended by the Conferences held at Paris and Dresden. 

A further conference of directors of schools of hygiene will be held at Madrid in May 
1931, on the occa11ion of the official opening of the new Spanish school. 

Annex 2. 

0.39. M.19. 1931. VII. 
[C.E.U.E. 6.] 

MEMORANDUM FROM THE DIRECTOR OF THE INTERNATIONAL 
LABOUR OFFICE ON CERTAIN QUESTIONS, DEALT WITH BY THAT 

OFFICE, OF SPECIAL INTEREST TO EUROPEAN STATES. 

The world of Labour, of which the International Labour Office has assumed the 
protection, cannot remain indifferent to any project for a European Union ; nor can any 
such project be undertaken or come to fruition without its co-operation. .Any action with 
a view to the development and, so to say, the rationalisation of economic co-operation 
between the European nations cannot fail to increase the producing capacity of Europe, 
and the workers stand to benefit by such increase in more ways than one. It is an 
established fact that the workers' purchasing power- that is to say, their real wages
everywhere increase when the general progress of production augments the reserves at the 
disposal of the community. .Any progress due to greater freedom or better regulation 
in the circulation of goods, or to the multiplication or expansion of markets, stabilisation 
of commercial conditions, better distribution of production to conform with national 
resources, increase of industrial output or improvement of agricultural methods is bound 
to be reflected in a rise in the stand1.rds of living of the workers both in the cities and on 
the land. 

Moreover, the accumulation of new wealth in the Old World will facilitate the solution 
of a. number of social problems. It is the financial difficulties of the States and industries 
which a.t present threaten to arrest, or at any rate retard, the progress of certain social 
reforms. T~e growth of capital assets as a. result of more rational exploitation of European 
resources Will smooth _the path of new social reforms, and these in their turn by increasing 
~he power of productiOn a.nd consuming capacity of the masses will help to give a. fresh 
1mpetus to economic activity in Europe. 

It is .unq~estion.able, therefore, that, in this as in so many other ca.ses, any economic 
a.dva~ce. l~pliea 80C1a.l progress to which the International Labour Organisation cannot 
remam mdiUerent. 
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. The .list of ques~ons ~eady l;IDd~r study by the International Labour Or~anisation 
With a new to .fostenng th~ solu.hon mcludea some whil'h are of an easentially European 
character •. It 18 no doubt rmpossible to maintain that any question, strictly speakin~, is 
the exclusive concer'! o~ Eur?pe •. The principle of the Internat.ional Labour Or~tmisl\tion, 
as ~f the Le~uue of N~tions, 18 umv~rsality, and thl're is probably no sin~le labour qut~sUon 
w~c~ affects only thiS or that contment. But there are newrthelt-ss qul'stions which are 
pnne1pally the con~ern o~ Europe, and this mNnorandum enumeratos the qm-stions of 
such a character With which the International Labour Organisation has al.ret\dy bad to 
deal. 

If there is an industry '!hich calls for the rl'gulation of labour on lines, if not pt>Culhw 
to Eur?I!e, ~t any rate applicable at the earliest poslii.ble date to that continent, it is the 
coal-mmm~ mdustry. T~e ~ffects of the coal crisis \\'ere first ft>lt in Europe, and the need 
for econonuc. nnderstandin~ 18 ~ost clamant in the case of the European producers of cot\1. 
But econonuc un~e.rstanding 18 only possible in conjunction with an undt,rstl\nding in 
regard to the condit~ons of labour. It was in this conncdion that the Q\lt'lltion wt\11 brought 
~efore the InternatiOnal Labour Organisation by the ARsl'mbly of the Longue of Nt\tions 
1n Sep~ember 1929. It came before our Governing Body, which docidl'd to rail a Prt'pt\rat.ory 
techrucal Confe;ence to. study the conditions of h\bour in rotu-mines with a \'lew to dt•citliug 
m what cases mternat10nal regulation was possible. The C'onft•rence Wt\s to include 
representatives of the Governments and of the employers and workNs in tho prilll1ipal 
coal-producing countries of Europe. It met in January 1930, am\ aun·l'yt~~l Ute wholo of 
the gronnd which its investigations were to cover, and laid down the initinl outlinl's of an 
agreement on the hours of labour in the mines. The Internnt.i01ml I,nbour Conft•rtllli'O 
itself took in hand the final drafting and execution of this a~ret~ment at its st•MMion of June 
1930. Although its labours were not completed on this ocl'aMion, it is to take up the qul'stlon 
again at ita session in June 1931; and there is every reason to hope that this time It will 
be able to draft a convention which, thou~:h doubtlt'sa applicnble to ronl·mhll'S in 1\ll 
countries of the world, will nevertheless, in the first instance, be applit•d to the roal-mlno11 
of Europe. 

Another question which is no doubt of world interCMt but which ralls primnrlly for 
solution in Europe is that of the conditions of labour on the shippinl{ of great rivers. An 
international convention on this question is required primarily for l~uropo, Hint.~e it IH In 
Europe that great international river flow, requiring regulation of the conliitions of labour 
on both sides of the frontiers which they traverse. The International Labour Org1miHMion 
approached the problem in this spirit in conjunction with the International Or~eaniHatlon 
for Communications and Transit of the League of Nations. A Committee of BxpertM 
appointed by our Governing Body met to decide what labour queKtions in connection with 
the shipping of the great international rivers were ausct•ptible of intf•rnatlon1~l rt•gulation. 
The Committee considered two questions- the hours of labour and the qut•Ktion of soda! 
insurance. It asked the International Labour Office to prepnre two comprllhenHive rt•ports 
on these two questions ; and these two reports will be aubmitted to the Committee In the 
course of this year, either together or one after the other. The Committee will thlln dedde 
whether a proposal should be made to our Governing Body to place one or otht~r or both of 
these questions on the agenda of a future session of the International Labour Conference. 

The International Transport Federation some years ago brought before the International 
Labour Office the question of the prevention of accidents in connection with the coupling 
of railway-wagons and the desirability of considering whtlthcr the customary methods 
of coupling should not be replaced on the great European railway ayatllmA by the methods 
of automatic coupling already in use in North America and Japan. Thill queHtion, again, 
though of universal interest, has ita particular application to Europe. The International 
Labour Office has set up a temporary CommiMsion to study the question, compoHed 
of representatives of the Governments, of the big railway systems operated by private 
enterprise, and of the workers on the railways. This CommiHHion has got Into touch 
with the International Railway Union in order to ha,•e the latter's opinion on the te1~hnical, 
economic and financial aspects of the question. The first information of this character 
is to be communicated to it before its next meeting, which will probably take }1lace in the 
first few weeks of 1931. 

The above are three special questions affec~ing three particular in~ustrie11, ~ut 
interesting a very large number of workers, and whiCh ~av~ been for a cons1d~rable t1me 
under consideration by the International Labour Orgamsat10n and are of speCial intereHt 
for Europe although not exclusively European in character. Reference maY: now be 
made to th;ee other questions which, being of even wider range, do not affect llpeClallabonr 
groupings to the same extent, but which are nevertheless of primary interest to the European 
continent. 

In the first place, there is the question .of the movements of labour from one country 
to another. If this highly delicate and senoua problem appears at the moment capable 
of solution, it is in Europe that the solution must come ; for, m th~ ca11e of mov~ments from 
one continent to another, and in particular fro~ Eur?pe to Amenca, the solut!on appean, 
unfortunately, very much more remote. The 1deal1a undoubt~ly the free cucula~lOD of 
individuals from one country to another and their free estabhshment at .any pomt o!l 
European territory. Europe will never be a real Union, or ~ven an economic Umon, until 
this freedom of circulation and establishment has been real18ed, at any rate on European 
territory. But, if the establishment of this freedom is to be possibl~ and not ~nomically 
injurious to any European country, it must not be left to the chance 1mpnlllea or mtere@tB of 
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· di "duals or even of nations. It must be regulated, an~, indeed, systematically organised. f b~nning is being made in this dir~ct!on by way of bilateral agreements, ~he -'!-umber of 
hi h is increasing between the maJonty of European States. The question Is already 

; in~ studied by the Emigration Commission set up by the Governing Body of the 
I:ternational Labour Office. It will no doubt shortly be placed on the agenda of the 
International Labour Conferen~~· an~ it is our firm hope that _it will lead to a gene!al 
Convention determining the gwdmg lines to be followed m the bilateral agree~ents which 
the States will be free to conclude with such other States as they may desrre. Such a 
Convention would be, no doubt, of general applicability;_ but it i~ prob~ble that, in practi.ce, 
it will be limited in the first instance to European cot~nt~es. It IS P?Ssible even to conceive 
of two conventions, one f~r movements of labour Within the Contment and the other for 
movements of labour outside Europe. 

The organisation of the emigratio-'!- of the European ma;sse~ inside Europe i~ thus alrea;dy 
under consideration by the InternatiOnal Labour OrgaDlSatiOn. It goes Without saymg 
that anything which concerns the protection of emigrants, whether in the country from 
which they come or in that to which they go, or in transit from one to the other, has also 
been the subject for a long time past of the studies and resolutions of the IntPrnational 
Labour Organisation. 

There are, however, certain elements of this general problem of protection which 
are the special concern of the European countries. A single example may be given. The 
question of compensation for accidents to wage-earners of foreign nationality in connection 
with their work, and for accidents occurring on the territory of any European country, is 
governed by an International Labour Convention passed in 1925 by our Conference on the 
basis of equal treatment for foreigners and nationals. Of the twenty-six States which 
have ratified this Convention up to the present, twenty-two are European States. It may 
be said that virtually all the European countries are bound by this general Convention. 
But how much more definite and how much more satisfactory it would be, bothfortheStates 
and for the victims of accidents, if there were an executory convention which, while 
conforming with the provisions of the general Convention, at the same time adjusted the 
principle of equal treatment to the requirements and possibilities of the various European 
countries. The general Convention itself, however, tends towards a solution on these 
lines, since it leaves questions of application to be settled by special agreements between 
the contracting parties themselves. In this matter, therefore, as in many others, the 
course to be followed by the European Union would seem to be to adapt general rules to the 
particular circumstances arising out of the closer solidarity existing among the European 
States. Moreover, the work which has been done or which is going forward in regard to 
compensation for occupational accidents may, in the near future, be continued with 
reference to the retention of the right acquired, or in process of acquisition, to a pension on 
account of invalidity, old age or death, by wage-earners who have worked in several 
countries and been insured under various national insurance schemes. 

The evil of unemployment, which at present is so grievous and so widespread, is 
prevalent throughout the world. Some of its aspects, however, are specifically European. 
Many of its causes are economic. It has long been recognised that, for example, frequent 
modifications of Customs tariffs bring about sudden changes in market.s and in the output 
of numerous industries which exist in all European countries. A European Union, even if 
its first effects were merely to stabilise existing tariffs as between European States, would 
tend to regularise trade between those countries and would thereby eliminate certain 
causes of uncertainty as regards output and the employment of labour. If a further step 
were taken by the reduction or even complete abolition of tariffs between European countries 
and ~he establishment of a European Customs Union, the industrial undertakings of that 
contment would ?bviously find fresh factors making for stability, not only in the vast 
home. market whiCh would thus be opened up to them, but also in the possibilities of 
reaching agreement among themselves for the better adaptation of their output to European 
n~eds, and, further, of reaching agreements with the undertakings of other continents 
with a view to eliminating ruinous competition. 

Such a rationalisation of European economy would of course -for a time at all 
events- me~n the .extinction of certain " artificial " industries which have grown up in 
some countries behind the shelter of Customs barriers and could not survive a system 
of comple~e !r~e trade. Such effects would, for the first years at all events, necessarily 
prove preJUdiCial to th~ employment of many workers. They would call for a number of 
measures of compensat~on and a~aptation for the protection of the working classes; these 
would be labour questiOns peculiar to Europe. That point has, of course, not yet been 
reached; for the moment, the matter is only being studied. The League of Nations 
~ssembly made a request to that effect to the International Labour Office at its session 
m September _1930. In ~espo~se, the Governing Body of the International Labour Office 
asked ~he. Office to submit to Its Unemployment Committee as soon as possible a number 
of. prelin~mary reports. The Co'!lmittee will meet on January 26th and 27th, 1931 ; it 
will recei~e from the Labour Office seven preliminary reports on the principal aspects of 
the questiOn. 

b Lastly, th.e bi_g q~esti?ns of international concern which are now under consideration l our .world msti~~t10ns I~clude one which is of particularly vital interest to Europe -
\ ~ agncu~tural CriSis. Strictly speaking, of course, this is a world crisis. Nevertheless 
1 IS P~uliar to Europe too, since Europe is divided into over-industrialised countries' 

I 
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~ountries which ar~ almost wholly agricultural, and, in tht' intt>rmNUate position (though 
1t ca~ot yet be satd that tht>y form an a<'tual link), st>mi-industrinlnnti sNtli-ngri!'ultural 
countnes, such as France and, to a <'t>rtain t>Xtt'nt, Gt•rmany, C'zN·hoslo,·nkia, s;,itz:t>rlnnd 
and Italy. In Eastl'rn and C't>ntral Europe tht>re is an azrit•ultural b/tl(l whit•h is sufft•ring 
~om the present ~t>pnssion and is looking for salvation. to a Europt•nn or~anisation. It 
~~ a c~mplex questiOn, and the Intt>rnational Labour Or~:nnisntion must hnn• a say in it, 
smce It m~st know how far the prt>st>nt al!ficultnral tlt•prt•ssion afft•t•ts living t•ontUtions 
among agncultural labourt>rs, tt>mmt farmt>rs and snmllholtlt•rs (who 1\rt' to some t'Xh•ut 
worker~), and also how far any solution of the problt•m would afft•l't labour t•omlitions. 
A~cordmgly, at th_e last me~ting of the Joint C'ommittl'e whidt it st•t up somo yt>ars n~:o 
With the .InternatiOnal Institute of Al!ficulture, the Intt•rnatiom~l I.nbour Offit•o mist•tl 
the qu~st10n a~d consulted ~ ~eeting of expt•rts as to the rt>nl nt~tnrl\ of the l'rt'St•nt 
depr~ss10n a;td Its ~ffects on livmg and labour conditions among agricult uml I•opnlntions. 
It will contmue this work. 

. T~ese are the q.uestions at prl'sent being sttHlit•tl by the I.abonr Or~nniNntion whil'l1 
pnmarily affect the mterests of the continent of Europo, though tht•ro aru tlonbtlt•ss mnny 
others which the Organisation has not yet taken up. 

Does this .me~n that we think it desirnblo, or for that mattt•r possihlt•, for a Em·opt•nn 
Labour Orgarusat10n to be set up within the Labour Organisation itst•lf to dt•lll with tlWRtl 
problems! That is another qut>stion, and we should like to eondutle with a f1•w wonts on 
the subject. 

Under the Peace Treatit>s, the Intf'rnat.ional Labour Or,::aniHat.ion iK the inHtitut.inn 
empowered to study and settle intl'rnational quf'Htions relating to lnhour ecHillitionK. It 
was provided with a constitution and n. systl'm of procedure atlnph•tl to the nnture of t.lttl 
problems with which it has to deal. While not going into ch•tailK, we mnKt nwnt.ion tho 
characteristic features of this constitution and t•roct>~lum. 

The most original feature of the constitution of the Intf'rnatiorml I,nhour Org11niNa~tinn 
is that the representatives of the employers and of the workt'Ts take a dirt•l't Klmre In Its 
activities. The Governing Body of the International I,abour Orriee is <·umpnKt•cl of twt•nty· 
four members, twelve of which r!'prest•nt Governnwnt11, six the emplnyNs ancl HiX tho 
workers. The International Labour ConfNt•nee cornprixt•s four <h•lc•gutl•& fur l'IH"h l:!tl\tll, two 
of which reprt>sent the Government and two the employNs 1\ncl workt•rs rc•NpN·tivt•ly. 
Through the balance establiMhed betwel'n thl'se various t•INrwnts, the org11UCI of the 
International Labour Organisation provide a fair n•preHt•ntntion of tho iucliviclulll JHLrtit•CI 
concerned, while at the same time giving prt"pondernnl'e to the Oon•ruments, whic·b are 
qualified to defend the interests of each nation as a whole. 

The characteristic feature of the International Labour Or:;rnniNntion'a procc•clure iK the 
es~ential part played by the legiKlative authorities of t>aeh ;\lemlwr 1:\tuto. It ht tlwHo 
authorities which, in each country, are called upon to approve or rc•jN~t the dmft cunvcmliclllll 
adopted by the International Labour Conference and to sl\nction thorn by the intt•rnntiounl 
undertaking which is the outcome of ratification. 

The machinery thus set up seems to be really well adapted to the purpo11c•s of the 
International Labour Organisation. The number of ratifications oiJtnirwd nft11r hiD years' 
work proves at all events how successful tbe institution has bet•n, dt~Kpite the e~pel"iaLI 
difficulties inherent in labour problems. llenl'e it sePms sell-evident that labour qut~Hiions 
particularly affecting European States could more usefully and appropriatt•ly be lrt•ated by 
the special machinery of the International Labour OrganiHation than through any diplnrnatic 
procedure that might be set up with a view to enabling the European Union to function. 

And here we must meet an objection which immediately suggest! itself. Since the 
International Labour Organisation is a worldwide body, does not its worldwide nature 
preclude any geographical limitation of the exercise of its functions! ThiH point must be 
put more clearly. True, the International Labour OrganiKation is ":orldwi~le- thut Is, 
indeed one of its essential features. Nevertheless, it is not neceHsanly unf1tted on that 
accoun't to deal with particular questions. Although the conYentions. a.dopted by the 
International Labour Conference are most often of a general character, It IS by no mean11 
impossible to establish less universal ~les. Already there are ~ nu~twr. of lnt<lrnationul 
labour conventions which are special m nature by reason of the1r obJilCt ItHelf- fl. g., the 
Convention on forced " native " labour and all the conYentions on labour at sea. Besides 
this technical specialisation, if it may be so termed, a geographi<~al spec:ialisation is ~1110 
conceivable. There is no reason why the Labour Conference should not adopt appropnate 
systems of procedure for this purpose. 

As the work of the International Labour Organisation develops, the need b.ecomes more 
and more evident for its action to be diversified by being adapted to the partiCular nat~re 
of the problems to be solved. Certain labour 9ue11tions hav~ bP-en found to he. of s~,e~lal 
concern to Europe, and it may therefore be desuable to provide for them a aolutwn takmg 
their continental character into account. 

The International Labour Office will describe in greater detail, il necessary, the methods 
of procedure enabling such labour questions as may appear peculi~rly Eur.opean to be 
suitably studied and an appropriate solution to be found for them. It IS eMent1~I, however, 
to emphasise here and now the necessity of utilieing for this purpose the machmery set up 
by the treaties, which has worked successfully for ten years. 
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There can be no question of withdra~ from the Int~rnational Labour Or~anisation 
the general powers it holds under the treaties, nor of settmg these powers ~amst those 

hich the European Union will have to possess. The two powers must be co-ordinated. One :r the first problems that arise in connection with the projected E_uropean Union consists, 
therefore, in preventing any riva:lrY. between the two ~owers, which 1!'oul~ be dangerous 
alike for international and for social peace, and to establish close co-ordination between the 
work of the International Labour Organisation and that of the European Union in the field 
of the protection of labour. . . . . . . 

In this work which it considers mdispensable, the Internat10nal Labour Office will 
always be prepar~d to afford its wholehearted co-operation. 

Annex 3. 
C.IO.M. 7.1930. VII. 

[C.E.U.E.4.] 

LETTER FROM THE GERMAN GOVERNMENT 
TO THE SECRETARY-GENERAL OF THE LEAGUE OF NATIONS. 

Berlin, December 20th, 1930. 
[Translation]. 

In reply to your Circular Letter 299.30.VII, of October 30th, 1930, and the 
communication C.E.U.E.1, of December 1st, 19301 I have the honour to acquaint you 
with the following on behalf of the German Government : 

The German Government considers that the principal task of the January session of 
the Commission of Enquiry for European Union will consist in taking decisions in regard 
to the drawing up of a programme of work. 

Further items for the agenda arise out of the resolutions of the Commission of Enquiry 
of September 23rd, 19301 such as the question of the extent and composition of theBureau, 
the participation of States which are not Members of the League of Nations, and the 
Secretary-General's report. 

The points on which the Secretary-General will have to report, in accordance with the 
resolutions of the Commission of Enquiry referred to, include, in particular, the 
Governmental Conference on economic questions which was held in Geneva in November 
1930. The Assembly of the League referred to the connection of this Conference with the 
work of the Commission of Enquiry in a resolution of October 2nd, 1930 - 11. The German 
Government is therefore of opinion that the results of this Conference should come up 
for discussion. · 

The German Government reserves the right to make further proposals on particular 
questions at the meeting itself. 

Annex 4. 

(Signed) CURTIUS. 

C. 706.M.298.1930. VII. 
[C.E.U.E.3.] 

NOTE FROM THE BELGIAN GOVERNMENT 
TO THE SECRETARY-GENERAL OF THE LEAGUE OF NATIONS. 

Brussels, December 11th, 1930. 

1. It is desirable to make a list of the questions which the Leaaue of Nations has 
already_ taken up and which, in view of their nature, might usefully b; made the subject 
of spec1al study from the European point of view. 

Some of these questions are essentially European questions, and were raised as such 
from the outset. Oth~rs ~ave been considered from a world point of view, but have a 
European asp~ct to whi~h ~t would ~e desir!l'ble to give special consideration. If the study 
of th~11e. que~tions .were liiDited to _this Contmental aspect, it would be possible to overcome 
the difficulties which have so far m several cases delayed their solution. 

f 
2. In thi_s c:onnection the Belgian Government desires to call attention to the question 

o the transmission and transit of electric power. 
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Recent technical advances in the field of electricity have led to a considerable 
deve~opment of the long~dist~c_e ~mission of power. This has become a necessary 
conditt?n ~or the _econormc~ utili~atlon of sources of electric power. For some years past 
the _chie~ mdustnal countnea which ha¥e common frontiers han been linked by high
teD8lon lines, and the exchanges between them are incl'tlasing in importance • 

. These ~xch~ges ~d t_he establishment of the systems in qut>stion are J!'OvtlrnNl by 
national leg~slati?n, which m some cases have a restrictive ef!ect. We must all'tlady look 
forwar~ to the ttme when t_hese exchanges can no longer be limited to two nt•ighbouring 
countnes, but when they 'Will han to extend to the -.·hole Continent -.·hi<'h will haYe to 
be covered by an immense network of power distribution. It is im11~rtant that national 
legislations shoul:d not stand in the way of such a programme and tha~ a dofinite statute 
should be established to enable it to be carried into t-ffe<'t. 

The League of Nations has already touched upon the problt'm on the basis of Artide 23 
of the Cove~t. The First General Conference on Communirations and Trauulit, ht•ld 
at Barcelona m March 1921, recognised that it was desirable that States possessing an 
abundant supply of electrical power should concede a patt of it to 8tatt>s in -.·ant thereof, 
and recommended that this question should be examined. At the &cond ·conference, 
held at Geneva in November and December 1923, two Conventions were drawn up- one 
relating to the development of hydraulic power, and the other to the tmnsmisllion of 
electric power. · 

These Conventions were to apply to the whole world. Their provilliona had little 
immediate practical importance. Only four or five European countries ratified them, and 
consequently their entry into force could not have any real effect. 

The Belgian Government considers that, under present technical conditions, auch a 
problem is essentially a Continental one ; that its solution on the European plane would be 
of immediate practical value ; and that, if continued on that plane, the work previously 
started by the League of Nations might lead to useful reeulte. 

3. In the same connection, the Belgian Government thlnka it advisable to call the 
attention of the Commisllion of Enquiry for European Union to the draft Convent.lon on 
the Treatment of Foreigners. The Conference which studied this question compri1ed the 
representatives of forty-seven countries. It was unable to reach an agflll'ment at ita 
first session. In its final Protocol the Conference directs attention to the expediency of 
establishing the proposed Convention on the moat liberal bases. l<'ollowing this 
recommendation, certain European Governments have entered into negotiatione among 
themselves. The Belgian Government proposes to inform the Commisllion of the results 
of these negotiations as soon as they have led to the acceptance of fundamental principle• 
representing a genuine advance on the present situation. 

4. The essential object of the European Union of which it is proposed to lay the 
foundations is to establish a system of constant co-operation among the peoples of Europe. 
The European Union represents an attempt to strengthen the Iinke uniting theMe peoplea 
and to develop their mutual relations, but it implies primarily that every European 
country should refrain, as far as possible, from taking any steps that might injure other 
European countries. 

It must, however, be recognised that action taken on grounds of national lntere1t 
tends as a rule to be somewhat neglectfnl of the interests of other nationa. Thle Ia 
particularly true in economic matters during a period of crisill. Faced by serious ditlicultloa, 
the authorities in every country act in isolation by a kind of reflex instinct of aelt· 
preservation. Thinking only of the intern&l position, they consequently find themselves 
injuring the interests of their neighbours; and thus, arousing resentment and giving ground 
for reprisals on the part of those neighbours, they not merely fall to cure the trouble but 
very likely aggravate it. 

In the field of tariff policy, the Commercial Convention concluded at Geneva on 
March 24th 1930 laid down a principle which ought to be adhered to. If a contracting 
State decid~s to m'crease existing duties or to impose new duties, a procedure for notification 
and redress is established for the benefit of the other contracting States. The latter are 
thus enabled to uphold their own intereate and to aHk for any redrafting or adjustment 
that may be necessary. . 

This principle might usefnlly be extended to other subject• connected with the 
exchange of goods, the circulation of capital, the treatment of persona and the eyetem of 
communications and transport. 

There can, of course, be no question of encroachi~g upon the prerogativee of 
Governments or Parliaments. The example of the Commerc~ Convention shows, however, 
that it is possible within those limits, to arrange for consultattona and to allow for necessary 
adjustments to prevent measures taken in the national ~terest from injuring the intereat1 
of other countries and being regarded by them as vexatioua. 

The Belgian Government accordingly aug_gea~ that the ~IJ?-misaio~ ehould cons~der 
to what subjects and in what manner the application of the pnnCJple defined above rmght 
properly be extended. 
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Annex 5. 
C.36.M.18.1 931. VII. 

[C.E.U.E.5.] 

MEMORANDUM FROM THE DANISH GOVERNMENT.-

Copenhagen, January 3rd, 1931. 
[Tran1Tation.] 

With reference to Circular Letter 299.1930. Vll, dated October 30th last, from 
the Secretary·General of the League of Nations concerning the Commission of Enqn?"Y 
for European Union, the Danish Government has the honour to forward the folloWing 
suggestionA to the Secretary·General in the hope that they may be taken into consideration 
at the Commission's forthcoming meeting on January 16th: 

The Commission will be divided into three Sub·Committees for the study of the 
following subjects : 

1. The organisation of European co-operation ; 

2. The principal questions of a general political character, which will have to be 
submitted to the League of Nations for decision in the near future and for the solution 
of which it may appear desirable to undertake separate negotiations in advance 
between the countries of Europe; 

3. The questions of an economic character which are at present on the League's 
agenda. and the solution of which is hampered by difficulties arising chiefly among 
European countries. 

The Sub-Committees will be constituted as follows : The four great Powers will be 
represented in each, and the other seats will be distributed amoung the other countries, 
each country being represented on at least one of the three Sub-Committees. 

The Sub-Committees will be authorised to invite the European States not members 
of the League to take part in their discussions. 

The Sub-Committees will submit their reports to the first meeting of the Commission 
of Enquiry .for European Union, which will be held either in l\fay, at the time of the Council 
session, or immediately before the Council session in September, at the time of the Assembly 
of the League of Nations. 

Annex 6. 

LETTER FROM THE YUGOSLAV MINISTER FOR FOREIGN AFFAIRS 
TO THE SECRETARY-GENERAL OF THE LEAGUE. 

[ Tran1lation.] Belgrade, December 18th, 1930. 

I have the honour to acknowledge receipt of your Circular Letter 299.1930.VII, 
of October 30th, 1930, together with the documents relating to the organisation and work 
of the Commission of Enquiry for European Union, and I note the decision taken in regard 
to the forthcoming meeting of the Commission of Enquiry in January 1931 at the 
Secretariat of the League of Nations at Geneva. 

You were good enough to suggest that I should communicate to you on behalf of the 
Yugoslav Government any information or suggestions I might think suitable for inclusion 
in the agenda of the next meeting of the Commission of Enquiry. For the moment, I have 
no proposals to make in regard to the agenda of the meeting, but I reserve the right to make 
auch proposals at the meeting itself. 

I would merely observe that, in the sphere of ideas and problems with which the 
Commission of Enquiry will have to deal, there is one circumstance which calls for our 
attention. I refer to recent activities of the League of Nations itself, which appear to 
indicate the direction that the efforts of the League might take in the work of establishing 
and organising the European Union within the League itself - apart from other activities 
of the European States which contribute directly to bringing them closer together. For 
exa~ple, the Conference for the Unification of River Law, held at Geneva under the 
ausptces of the League from November 17th to December 9th last, which led to the conclusion 
of three Conventions, was attended only by European States. The same was the case with 
the Second International Conference with a View to Concerted Economic Action, which 
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~as held at Geneva in S~vember last, v.·hi!e the Europt>an Conferenee on Road Traffic 
IS :ul?-'?O,.ned for next sp;u;tg. ~ _tht>se Couft•renees fumish proof of the l'ossibility of 
or.,a~sm., a E~ropean ~ ruon 1nthm the Lt'ague of Sat ions. Tht'Y SUPl'Ol't the Yiew 
that, if the. variOus questiOns are taken up in surrt>ssion, and with a l>rolwr apprt'dation 
of m~tual m~ere~ts and !llutual eonct>ssions, the Eurol't'till l'nion may, in tilllt', bt>l'Ollltl 
a solid orgarusat10n making for peace. 

Anon 7. 

(Sigr~td) Dr. Y. MARI:oiKO\"ITCII, 
Jl i"islr'r f<~r F1,.ti 9" .:I flairs. 

C.ll·DI.U.1931.YII. 
[C.KU.IU:!.] (Extml't.) 

RESOLUTIONS ADOPTED AT THE SECOND SESSION OF THE 
COMMISSION (JANUARY 16TH TO 21sT, 1931). 

[Translation.] 
I. 

The Commission of Enquiry for European Union, 
Having regard to the resolution of the Assembly of the League of Nations of 

September 17th, 1930 : 
Decides to study the world economic crisi11, in so far as it affects the European countrlt•ll 

as a whole, and to invite, through the Secretary-General, the GovernnHmts of Icuhuul, 
Turkey, and the Union of Soviet Socialist Republica to participate in this study. 

II. 
The Commission of Enquiry for European Union, 
Recognising the exceptional gravity of the eri11is through vdlil·h the agrll'ultuml 

countries of Central and Eastern Europe are Jlallsing, and the nectlliKity of ronwdylng 
this situation in Europe, without awaiting those more far-reaching aolutlona whkh It 
trusts will be devised and for which the Wheat Conforence, to meot in Home on March :!Oth, 
1931, is to prepare : 

Is of opinion that this situation could be greatly improved if the authorlstld 
representatives of the European countries af!ected (grain-exporting countries of Ctmt.ral 
and Eastern Europe and European importing countri('s) were to meot at an rarly dnte 
and make a common effort to find means of disposing of the grain •urtJIUI at prnMit arwilablc. 
The meeting would be called on the sole initiative of the l'rosidtmt of the CommiHHion of 
Enquiry for European Union, and its concluijions would be put into e!!ect without furtlwr 
reference to the Commission of Enquiry. 

III. 

The Commission of Enquiry is of opinion that there will still remain an Important 
question for solution. The measures taken for the disposal of the 1930 harveHt and thoHo 
contemplated below for the establishment of agricultural credit leave the problem of the 
export of future harvest surpluses unaffected : 

(a) The Wheat Conference, which is to meet at Rome in :March 1931, will no doubt 
make suggestions of the utmost importance in regard to the world situation. 

The Commission of Enquiry trusts that the overseas countries a!!eeted will conHent to 
take part in this Conference, so that the problem may be examined in all ita aHIJCCts. 

(b) As regards Europe, i~ is necessary- to ~et up ~ committee to study. all meas.uree 
capable of leading to the desrred result, mcluiling tanff arrangements. This Committee 
will be composed of eleven members- namely, the representatives of Austria, Belgium, 
Czechoslovakia Estonia, France, Germany, the British Empire, Italy, Norway, Switzerland 
and Yugoslavia: The Secretary-General of the Lea !pie of N ati~ms will be as~ed for the .asHiHtanco 
of the Technical Committees, and the InternatiOnal Institute of Agnculture 1nll alHO be 
asked to help. The committee will be summoned_ very sho~ly at the inst~nce of the ~resident 
of the Commission of Enquiry for European Uruon. It v.·ill work a8 rapidly a8 poHHible, and 
its conclusions will be submitted to the Commission of Enquiry for European Union. 

IV. 

With regard to agricultural credit,, the Commissio~ of Enquiry for Euro1~ean Union 
finds that the investigation of this questwn has been earned far enough for a detailed scheme 
to be drawn up. 
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The Financial Committee has made a v_ery inter~stin~ report t!> th~ C?mmi~sio~ of 
Enquiry and the latter notes that the FinanCial Committee lS to contmue Its mvest1gation. 
It considers it highly deRirable that a complete .scheme of executo!Y measures ~hould b_e 
submitted to the Council of the League of Nations in l~ay next m sucb detail that, if 
approved by the Council, it can be put i~to effec~ forthWith. . . 

The Commission of Enquiry accOrdingly decides to appomt a comrmttee of eleven 
members- namely the representatives of Bulgaria, Denmark, France, Germany, the 
British Empire, Hu~gary, Italy, the Netherlands, J;'oland, Roumania and ~weden- which 
will, if necessary, hear the views of the representatiyes o~ the othe~ countnes conc~rned. 

This Committee will wa.;ch the work of the FmanCial Comrmttee and keep m touch 
with the matter in order that a detailed programme, both financial and legal, may be 
submitted to the Council of the League of Nations at its session in May next, so that it may 
deliberate with full knowledge of the facts and prescribe prompt executory measures should 
it so decide. 

v. 
The Commission of Enquiry for European Union, . 
Being strongly of opinion that the result of the putting into force of the Commercial 

Convention of March 24th, 1930, would be to create such an atmosphere of stability and 
confidence as would enable the execution of the programme of future negotiations also drawn 
up on March 24th, 1930, to be usefully prosecuted and extended ; 

Counts upon its members to do all in their power to ensure that the said Commercial 
Convention is speedly put into force ; · 

And trusts that the bilateral negotiations opened in consequence of the Conference 
with a View to Concerted Economic Action of November 1930 may be actively pursued. 

VI. 

The Commission of Enquiry for European Union, 
Being apprehensive in regard to the unemployment position in Europe and the very 

grave consequences it is producing ; 
ReqJiests the Secretariat of the League of Nations to acquaint it at the May session with 

the first results of the work undertaken by the Economic and Financial Organisation and 
the International Labour Office referred to in Resolution 16 of the eleventh Assembly. 

VII. 

A Committee is set up, consisting of the representatives of the British Empire, Denmark, 
Finland, France, Germany, Greece, Italy, Yugoslavia, Poland, Portugal, Spain and 
Switzerland. · 

This Committee will examine the constitution, organisation and procedure of the 
Commission of Enquiry. The other questions on the agenda of the Commission will also be 
submitted to this Committee. · 

VIII. 

As the result of our discussions and conversations during the last few days concerning 
the problems which our Governments have respectively to face, it has become plain that 
economic recovery is now being hindered by lack of confidence in the llOurse of future 
even~s due to widespread political anxiety. That anxiety has been increased by irresponsible 
talk m various quarters concerning the possibility of international war. 

We recognise that there are political difficulties in Europe at the present time, and 
that these difficulties have been accentuated by the economic instability and unrest which 
the world economic depression has caused. The best service we can render towards the 
improvement of the economic position is the firm assurance of European peace. We 
therefore declare, as Foreign Ministers or responsible representatives of European States, 
that we are more than ever determined to use the machinery of the League to prevent 
any resort to violence. 
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LEAGUE OF NATIONS 

COlUIISSIO~ OF E~QUIRY FOR EUHtWE.:\N U~IO~ 

Organisation Sub-Committee 

REPORT BY l\1. 1\IOTT A 

on the 

CONSTITUTION, ORGANISATION AND PROCEDURE OF TilE 

COMMISSION OF ENQUIRY FOR EUROPEAN UNION . 
• 

At its meet~ng on Ja',lu<;~ry 21st, 1931, the Commission of Enquiry for Europt•an llnion sd 
up_~ sub-coJ?lmittee, cons1shng of the representatives of I>t•nmark, Fmlaml, Franre, (;ermanv, 
Bnt1sh E!llp~e, Greece~ It:Uy. Poland, Portugal. Spain, Switzl'r)and and Yu~-:oslavia, to study 
the conshtuhon, orgamsahon and procedure of the Commbsion. . 

I. Before submitting to the Commission the outcome of the sub-conunittre's discussions, 
it may ~ well to recall in a few words the origin and character of the Commission. 

It will be remembered that the Assembly expressed its conviction that close co·opt·ration 
between the Governments of Europe in every field of international activity was of capital 
importance for the preservation of peace, and associated itself with the unanimous opinion of the 
representatives of the European Governments that such co-operation was m·ccssary. It invited 
the Governments of the European States Members of the League of Nations to form thern!!Clvt·~ 
into a League Commission to pursue the enquiry. It was thus clearly specified that this Commission 
should be an organ of the League, but that it should be open to the Commission to pur~ue its 
enquiries in conjunction with non· European Members and with European non· member Govcrnnwnb. 
On this subject the President of the Assembly said: "I am sure that I am expressing the unanimou11 
opinion of the Assembly in saying that those States Members of the League which are not 
represented on the Commission just set up should nevertheless be entitled to !lend observers to 
the Commission's meetings, so that they may submit their views should they think f1t. I take 
it that the Assembly approves this proposal ". 

2. It may also be well to call attention to the fact that after the Commission's second session 
the Chairman was deputed to communicate to the Council the resolutions pas!M!d by the CommL'I
sion, with a request that it take note of them and authorise the techmcal Organisations and 
the Secretary·General of the League to take the necessary action. The Council, at its m1:cting 
on January 23rd, 1931, acted accordingly. 

From all this we obtain certain essential facts regarding the constitution and organisation 
of our Commission. First, as we have already seen, the CommLssion is a League Commi!l!lion, 
and it is its duty, as such, to report to the Council and Assembly, which will decide what action 
is to be taken on its resolutions. Under these conditions, therefore, the Commission may secure 
the assistance of the technical organisations and advisory committees of the League. 

Secondly. those States Members of the League which are not represented on the Commission 
are entitled to send observers to its meetings and submit their views should they think f1t. The<~e 
States share, moreover, in the general supervision exercised by the Council and the Assembly 
over all the Commission's proceedings. 

3· Acting as a Lea~e _Commiss!on, the Commission of En9uiry is sul~ject, generally, to the 
usual rules for such commissions, but 1t can, of course, make Special rules of 1ts own. For example, 
the Commission has already agreed that each Government may be represented by a delegate and, if 
it so desires, by a deputy delegate. Again, the Commission has already invited certain Euro n 
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Governments not members of the League to take part in the study of the world economic crisis 
in so far as it affects the European countries as a whole. Further, it has set up ad hoc committees 
of its own members to deal with special questions. Naturally, it retains the right to set up other · 
such committees in the future, on the understanding that, in each case, it will decide upon their 
composition, the subject with which they are to deal, and their duration. In each case, such 
committees should include representatives of the States specially interested in the questions 
under consideration. · 

For the better organisation of our proceedings, it would doubtless be well to ask any Member 
who may wish to place a question on the agenda of any session to inform the Secretary-General 
not less than one month before the opening of the session. With the Chairman's approval, the 
Secretary-General could then send out a provisional agenda to all Members three weeks before the 
beginning of the session. Every request to have a question placed on the . agenda should 
be accompanied by a statement specifying in detail the subject in question and its European 
pee~ . . 

as At the first meeting of each session the Commission would fix its final agenda, and questions 
which were referred to the Commission but were not on the provisional agenda could not, of course, 
be discussed at the current session unless, for reasons of urgency, the Commission so decided. The 
Commission could always refer any question submitted to it to an ad hoc sub-commission for a 
preliminary opinion before deciding whether to place it on the agenda. .. 

The Commission has already laid it down that, in principle, its proceedings shall be public. 
It might be arranged that, following the practice of the League Council, the Commission shall 
hold a private meeting at the beginning of each session for the purpose of fixing the final agenda. 

Every year, after the Assembly of the League of Nations, the Commission would elect its 
Chairman and its Vice-Chairman. 

T~?-e. Secretary-General of the League of Nations would always act as Secretary .to the 
c~mnussiOn. 



[Distributed to the Council and 
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LEAGUE OF NATIONS 
Geneva, May 5th, I931. 

COMMISSlON OF ENQUIRY FOR EUROPEAN UNION. 

UNEMPLOYEMENT 

Note by the Secretary-General: 
The Secretary-General has the honour to submit to the members of the Commission the 

following documents: 
(I) Proposals of the International Labour Office for practical action in connection 

.with unemployment in Europe; 
(2) Extract from the draft Minutes of the eighth sitting, on April 22nd, 1931, of the 

fifty-second session of the Governing Body of the International Labour Office; 
(3) Report of the Unemployment Committee, amended text adopted by the Governing 

Body at its fifty-first session, January 1931: 
As an introduction to these documents will be found a summary prepared by the International 

Labour Office, of the memorandum referred to under No. I. As will be seen from the Minutes 
(vide No. 2), the Governing Body of the International Labour Office instructed the Director to 
transmit the memorandum on unemployment to the Commission of Enquiry for European Union, 
together with. the Minutes of the discussions which had taken place in the Governing Body, the 
proposals having been made on the Director's responsibility. 

The Minutes are communicated in their draft form, as they still have to be approved by 
the Governing Body at its next session. 

These documents are submitted to the Commission in accordance with Resolution No. VI, 
passed.in January I93I by the Commission of Enquiry for European Union, requesting the Inter
national Labour Office to acquaint it with the first results of the work undertaken on the question 
of unemployment. 

I 
SUMMARY OF THE PROPOSALS OF THE INTERNATIONAL LABOUR OFFICE FOR 

PRACTICAL ACTION. IN CONNECTION WITH UNEMPLOYMENT IN EUROPE. 

At its fifty-second session (April I8th to 22nd1 193I), M. Albert Thomas, Director of the 
International Labour Office, put before the Governing Body of the International Labour Office 
a memorandum, for· submission to the CommiSsion of Enquiry for European Union, with a view 
to practical action in connection with unemployment in Europe. 

This document brings out the specifically European aspects of world unemployment. It 
recalls the conditions peculiar to Europe as regards the causes of the crisis and the means employed 
to attenuate its effects, more particularly by means of unemployment insurance. It lays special 
stress, however, on two points: (1) the organisation of the finding of employment for workers; 
(2) the execution of extensive public works. 

I. European Labour Exchange.- The Convention on unemployment, adopted at Washington 
in I919 by the International Labour Conference, laid the basis for the sound organisation of the 
finding of employment for workers. Of the twenty-four States which ratified that Convention, 
twenty-one are in Europe. The measures taken by them in the matter have certainly done some
thing to make the crisis more bearable and even to attenuate it. It may be asked, however, 
whether the development of public employment exchanges in the various European countries 
is sufficient. The Convention provided that the operations of the various national systems would 
be " co-ordinated by the International Labour Office in agreement with the countries concerned". 
This provision has remained a dead letter so far. The time has probably come to attempt to 
apply it. in. the case of the European countries. 

Either the International Labour Office itself or some public institution of a non-commercial 
nature established in connection with the Office, could act as a sort of clearing-house for the 
regula: review of the deman? and supply of lab~ur in all. occupat~ons. Wha~ has been done as 
regards the buying a~d selling of certam matenals required. by mdustry. m1ght be attempted 
in the case of the organisation of the employmen~ ?f workers, m o~der. to ~ve them all work and 
the means of subsistence under acceptable cond1t1ons. Such an mstltutton would be a sort of 
European labour exchange. It :-vould pr~~ a moral.as well as a material advantage; it would 
give European peoples the liab1t of c.ons1de~g ques~10ns of .employment, npt merely from the 
national point of view but from an mternatlonal pomt of VIew. 

Recently, certain States have end~avoured to .arrange exc~anges of y~ung workers, chiefly 
printers and hotel employees, with a VIew to e~ablmg them to Improve their knowl~dge of t~e1r 
trade and of foreign languages. The Inte.rnattonal I;-abour Office ~as acted ~ an mtermediary 
in these exchanges. It has, moreover, With the assistance of vanous countries, done val ble 
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work in the finding of employment for Russian . refugees; in spite of particularly unfavourable 
conditions, employment was found for 35,000 of til~ refugees. 

The ground is thus not entirely new. If so des1red, a European Labour Ex~hange could be 
ra idly set up and get to work within the actual framework of the many laws des1gned to protect 
IaCour markets against i.pvasion by foreign labour. . 

2 . Programme of Extensive Public Works in Europe, - In a r~cently pub!1shed study~ the 
International Labour Office has pointed out the value for ~he. var~ous countne~ of a national 
public works policy laid d~wn in. ~dvance ~~d capable of ~ev~atmg, if ~ot preventmg, unemploy
ment, by holding over until a cns1s shows s~gns of appearmg, the execution of works not absolutely 
required by a specific date. . . . . 

Besides pointing out the Importance of nab<?nal public works as a part!~ rem~.dy for th_e 
crisis, the Unemployment Committee, which met m January last, dre~ attention to the possi
bility of Governments coming to an ~greement, t_hrough _the appropna~e orga~s of the Lea~.e 
of Nations, with a view to joint execution of ex~ens1v~ p~bl!c wor~s of an mte~a~10na! ch:'-racter . 

Such work is of direct use to the country m wh1ch 1t IS earned out, and 1t IS of mdrrect, but 
not less vital, importance to other countries, through the _substanti~ improvements which are 
provided for all concerned and through the orders of matenal or equ1p!Dent and the demand for 
labour to which it gives rise; Such work would also present a psychological and moral advantage; 
it would interest all the countries of Europe in objectsof a European character, and would thus 
develop that spirit of collaboration, that" European spirit ",which it is the object of the Commission 
of Enquiry for European Union to create. . 

Without attempting, at the present stage, to draw up a scheme, the International Labour 
Office directs attention to some ideas which have already been put forward in this connection. 

One such idea is for a great international road system to meet the requirements of a constantly 
increasing motor traffic. Special routes for motor traffic are everywhere being made in the most 
advanced countries of Europe. They are, however, not connected with one another. Such a road 
system should have main arteries, both longitudinal and transversal. There might, for example, 
be one main artery passing through Paris, Vienna and Athens, another through Paris, Berlin, 
Warsaw and Moscow, a transversal trans-alpine artery and another from the Balkans to the 
Baltic. This would represent the nervous system of the united Europe which it is desired to 
create. 

A system of navigable waterways is also needed. Certain regional systems already exist 
and only require to be co-ordinated. The linking up of the Rhine and the Rhone and of the North 
German system with that of the Danube would be enterprises which would affect international 
waterways or waterways which pass through various countries. They would be of interest to a 
large number of commercial Powers of Western, Northern and Central Europe. 

The Director of the International Labour Office also refers to the problem of the international 
distribution of electrical power, already mentioned by the Belgian Government in a memorandum 
to the Commission of Enquiry for European Union. 

He refers, lastly, to a scheme with which the Office has long been specially preoccupied-the 
uniform and concerted substitution on all railways on the continent of Europe of a system of 
automatic coupling for the present system of screw coupling which still causes many fatal accidents 
every year. According to the calculations of experts, this undertaking, which is so desirable on 
humanitarian, economic and even technical grounds, would provide work for more than 6oo,ooo 
men for five years. • • • 

The Director of the International Labour Office emphasises the fact that, in the considerations 
set forth, he has systematically confined himself to what was strictly within the competence of 
the l~te~tio~ Labour Organisation and to those questions within the competence of the 
~ganJSabo!l w~1ch could be studied by the Commission of Enquiry for European Union with a 
VIew to action m the n~ futur~. He fully realises that other economic or financial action may 
produce a gr~ater effect ~ ~educm~ unemployment, ~ut notes the constantly r~urr~g difficulties 
encountered !11 the n~ot~atlons wh1ch have been earned on for some years past m thiS connection. 
Fro~ t~e po!Ilt of View of the unemployed, immediate results are required; even if those results 
are hm1ted, 1t ~oes not matter so much provided they are tangible. Accordingly, the Director 
of the ln~ernabonal ~bou~ Office has deliberately left out of account in his memorandum more 
far-reachmg and, poss~bly,_ m th~ long ru~, mo~e effective proposals, such as problems of wages 
and hours of work, wh1ch, m therr connection w1th unemployment, have given rise to controversy 
~ween the emp~oyers' and wo~kers' repr~sentatives on the Governing Body. The study of these 
Wide problems. wi!J be systematically contmued as part of the normal work of the International 

• La~ur Organ_JSabon. In the proposals for submission to the Commission of Enquiry for European 
Umon, the Drrector of the Office has confined himself to a few limited and definite suggestions 
concerned more especially with Europe. 

In order that they may be studied and set in motion as rapidly as possible, he proposes: 
. (I) That ~ sub-co!'lmittee of three members of the Commission of Enquiry for European 

Umon should. diSCuss w~th three members of the Governing Body of the International Labour 
~ce, a~d. ~~t~ the as~JStanc~ of experts-i.e., the heads of the competent administrations-

h
e ~sJb~Jty of the lffill!edJate development of the international placing of workers and 

t e migration of workers m Europe; 
La~2) 

0 
That a!lother sub-committee, on which the Governing Body of the International 

E ur fficebl~ught also be represented (for labour questions), should draw up a scheme of 
uropean pu JC works to be carried out in the near future. 
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PROPOSALS OF THE INTERNATIONAL LABOUR OFFICE FOR 
PRACTICAL ACTION . IN CONNECTION WITH UNEMPLOYMENT 

IN EUROPE. 

(For submission to the Commission of Enquiry for European Union, 
May 1931.) 

~e Commission of Enquiry for European Union adopted, in January 1931, the following 
resolution No. VI: 

" The Commission of Enquiry for European Union, 
" Being appreh~ns.ive in r~ard to the unemployment position in Europe and the very 

grave consequences 1t IS producmg; 
· " Requests the Secretariat of the League to acquaint it at the May session with the first 

results of the work undertaken by the Economic and Financial Organisation and the 
International Labour Office referred to in Resolution 16 of the eleventh Assembly." 

A few days later the Governing Body, on the proposal of M: Sokal, Polish Government 
representative, instructed the Director to submit to it "a memorandum on the possibility of laying 
before the Commission of. Enquiry for European Union, which will hold its meeting in May, 
proposals for practical action in connection with unemployment ". 

The Director submits the following observations and proposals to the Commission of Enquiry: 

I. 
In order to ensure a reasonable division of work between the various bodies of the League, 

it is necessary at the outset to define exactly the competence of the International Labour Office 
and the part which it may take in any work which may be undertaken by the Commission of 
Enquiry for European Union with a view to reducing and, if possible, removing unemployment. 

Unemployment is a social phenomenon distinct in itself from the economic depression. It is 
possible to imagine an organisation of employment such that economic depression might occur 
without the workers being inevitably thrown out of employment. Unemployment also exists 
during periods of economic prosperity. 

The most serious unemployment, however, is usually the result of economic depression. It 
has even been said-wrongly, as a matter of fact-that it is only a symptom of depression. It 
is certain that, if it were possible to prevent cyclical and accidental economic disturbances of a 
more or less lasting nature, the chief causes of unemployment would be removed. 

In September 1930, the League of Nations decided to make an enquiry into the development 
and causes of the present depression, and expressed the desire to obtain for this purpose the col
laboration of the International Labour Office. In January, the Governing Body adopted a resolution 
which draws attention to certain economic factors which produce unemployment (excessive 
production of certain agricultural products, maladjustment between the production of certain 
industrial products and the markets' power of absorption, the inelasticity in money and credit 
as related to the gold supply, lack of confidence causing an inadequate distribution of gold and 
of credit, the fall in the purchasing power of certain countries with a silver currency, too high 
cost of production in certain countries, disturbances in international commerce, maladjustment 
of movements of population to the resources of the world, extra-rapid development of labour
saving machinery and of certain methods of rationalisation). In its studies, the Office will 
endeavour to appreciate the importance of each of these factors; but, as regards both Europe 
and the world in general, it is for the Economic Organisation of the League to study the remedies 
for the depression and to make the necessary proposals. · 

At the same time, as was emphasised by the Governing Body in its January resolution, the 
International Labour Office has a specific part which it can and should play, under its constitution, 
in order to protect the wage-earners against the evils of unemployment and, if possible, to prevent 
the occurrence of unemployment even during periods of depression. Through the promotion 
of employment exchanges, unemployment insurance, a policy of public works and an appropriate 
international settlement of the problems of wages and hours of work, the Office can and must 
endeavour to promote an organisatio~ of employment likely to alleviate the suffering caused by 
unemployment, and even. to prevent 1ts recurrenc«:. . . . . 

The question thus anses whether the International Labour Office IS able, m 1ts own stnctly 
defined sphere, to submit definite proposals to the Commission of.E~quiry for E~ro~an Union. 

At this stage it is necessary once more to recall the general pnnc1ples emphas1sed m the first 
note submitted by the Office ~o the Commission of E~quiry. The W?rk. of the. International 
Labour Organisation is of a umversal nature .. By d~fimhon the Orgamsat!on, w~1cl! was se~ up 
to protect all wage-earners, is concerned only With umversal problems for wh1ch umversal soluho~s 
may be found. The Conventions and recommendations adopted by the Conference are of th1s 
universal nature. The Conference, while it takes account of special circumstances, adopts rules 
which are to be of universal application. This must be specially borne in mind in the present 
case, since the economic depression is worldwide in its nature, its causes go beyond the frontiers 
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of indi~duai States, and the reactions of one com:~try on another, and e~en of one cont~nent 
another are appreciable and in some cases self-evtdent. The work on wh1ch the International 

E.oour office has been engaged since its establishment in connection with unemployment has 
always been of this universal nature. · . . 

The Organisation cannot, however, leave out of account certam reg10nal aspects of labour 
problems. The " Labour " part of the Treaties of Peace itself, and some of the Conventions 
adopted by the Conference, express or apply the principle that the ~olution of certain ~roble~s 
should be adapted to the nature of certain regions and to the circumstances of therr soc1al 
development. It may there~ore be ask~d why the Organisation sh~u~d not. do fo_r Europe w~at 
it has done for certain trop1cal countnes. The unemployment cns1s, while bemg worldWlde, 
presents nevertheless, certain aspects which are peculiar to Europe. 

So~e of the general causes of unemployment which are mentioned in the resolution of the 
Governing Body, and with regard to which all the experts are in agreement, have exercised 
special influence in Europe. 

The agricultural depression is exceptionally serious in the countries bordering on the Danube. 
The over-production ~f certain raw ~ate.rials. and o~ indust~al equil?ment! es~ec~y as r~gards 
coal mines and certam of the engmeenng mdustnes, ments consideration m 1ts relahon to 
Europe. The lack of confidence which leads to imperfect circulation of capital has its chief source 
in Europe. Excessive cost of production is also characteristic of the European situation, at 
least as regards the western and Mediterranean countries· in which manufacturing industries 
are highly developed, but which depend for their raw materials on other parts of the world. It 
is the old industrial countries of Europe which have particularly suffered in external trade from 
the establishment or development of new centres of production in America, the Far East and 
even in the southern hemisphere, and from the artificial barriers to international trade and the 
difficulties created in such trade by the problem of political debts. As regards the adjustment 
of movements of population to the resources of the world, it is in Europe more than anywhere 
else that there is possibly a surplus of-workers as compared with the available employment. 
Finally, the development of labour-saving machinery and of rationalisation raises problems of 
European organisation. 

As regards all these possible causes of economic disturbance and of unemployment, the · 
Governing Body recognised their universal nature as well as their European nature. But there 
are still others which are peculiar to Europe. In most European countries during the war there 
sprang up various artificial industries, which have since been maintained as a result of national 
policies of protection. The existence of such industries under ordinary conditions is not justified 
and compromises the economic equilibrium of the Continent by reducing the normal exports 
of the countries in which these industries have always been carried on because of favourable 
physical and economic conditions. Thus Europe has become its own competitor on its own 
home market. The unemployment at present afilicting the workers in Europe would appear 
to be attributable, to some extent at least, to a lack of organisation in Europe. 

The Economic Organisation of the League will no doubt have occasion to suggest to the 
Commission of Enquiry the steps which might appropriately be taken in Europe. Similarly, in 
the special sphere of the Office, in accordance with and in execution of the principles laid down 
in the Conventions and recommendations, there is certain action which might appropriately 
be taken to combat the unemployment at present existing in Europe and which, in the opinion 
of the Office, should be brought to the notice of the Commission of Enquiry. 

II. 

Unemplcyment Insurance. -The establishment of unemployment insurance was the subject 
?f one of ~e first recommendations of the International Labour Organisation. The object of the 
~ance lS to compensate the unemployed to some extent for the loss of wages. Nevertheless, 
m the opinion even of those who, like the Director, do not consider that insurance reacts 
unfavourably on the re-employment of labour in spheres of activity capable of development 
either within the country or abroad, insurance does not cure a country of unemployment. It 
simply provides a measure of assistance for the unemployed . 

. That, however, is in itself an appreciable result. The reserves accumulated by insurance 
dunng periods of activity and prosperity maintain during periods of depression a certain purchasing 
power amongst those who no longer find remunerative employment. They also maintain the 
nwral of th~ concerned-a by no means negligible advantage. In a country in which unem
ployment ex~, they ~nsure to industry and to society a. certain equilibrium and a certain 
power ?f resiStance which enables the country better to Wlthstand the depression. _ 

ThiS was brought out in the recommendation adopted by the Washington Convention in 
1919,. to the effect that " each Member of the International Labour Organisation establish an 
effective system of unemployment insurance either through a Government system or through 
a system of Government subventions to associations whose rules provide for the payment of 
benefits to their unemployed members ". 

Up to the present, unemployment insurance has developed almost solely in Europe. Reference 
to the tables r~tly publis~ed 1 by the International Labour Office will show that systems 
of ~pulsory ~nsurance . agamst unemployment are already in existence in nine European 
countnes (Austna, Bulg~, Germany, Great Britain, Ireland, Italy, Poland, Switzerland (nine 
cantons), U.S.S.R.) covermg more than 46 million workers, and that subsidised systems of 

tbe '!~ Z...bmw R..,U,; Vol. XXVII, No. 1, January 1931, pagee 'o and following. In the case of Italy, 
Da.......- of i,.ured thould be calculated at 5,000,000, i,.tea4 of 2,6oo,ooo. 
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optional insurance are in operation in eight countries (Belgium, Czechoslovakia, Denmark, Finland, 
Fr~nce, the Netherlan?s. Norway, Switzerland (fourteen cantons)) covering 2,8oo,ooo workers. 
ThlS repr~nts a constderabl~ l?rogress if it be remembered that, in 1919, the number of insured 
wo~kers dtd not exceed 5 ~1llion~, the majority of whom-J,7oo,ooo--were in Great Britain, 
whtch was the only country m whtch at that time compulsory insurance existed and even then 
it applied t~ certai~ industries only. ' 

Much st~l remams to ~ done, however, in Europe in order to extend compulsory insurance 
to all co~tnes of the. Contment, a1_1d thus to increase the possibilities of economic co-operation 
on a footmg of equality by removmg the differences in the standard of living of the workers 
in the various countries. · 

In order to ex_pedite progress on these ~nes, not, indeed, in Europe only, but throughout the 
world, the Governmg Body of the Office will no doubt decide to submit at an early date to the 
Conference, as already suggested by the latter, a proposal for transforming the Washington 
recommendation into a Convention. 

The Finding of Employment /01' WOI'kers. - It cannot, of course, be maintained that 
unem~lo~ent is chiefly due to maldistribution of the labour supply. As has already been seen, 

. the pnnCipal cause is the economic depression, which is aggravated in Europe by certain disturbing 
elements of a permanent nature. It is, however, quite obvious that a sound organisation of the 
finding of employment by public exchanges, such as are recommended in the Unemployment 
Convention adopted by the International Labour Conference at Wasliington in 1919, tends to 
render the depression less burdensome and even to reduce it. Redistribution of labour and transfer 
of workers from one industry to another, adjustment of supply and demand by a sound organisation 
of vocational guidance, systematic preparation and diffusion of information concerning offers 
of employment-these are the most immediate and most tangible results obtained from the 
establishment of public employment exchanges. But, if appropriately organised, these exchanges 
can do more than this. When they see that the requests for employment are increasing, they can 
indicate the appropriate moment for giving effect to a policy of public works, to which reference 
will be made later. They can be warned by employers who are rationalising their undertakings 
of the moment at which the process of rationalisation produces, at least temporarily, that 
unemployment which is so often the price which must be paid, and they can take steps to meet 
the situation. 

The International Labour Office will no doubt have occasion at an early date to promote 
further measures of general interest for all the countries of the world. In the case of Europe, 
it cannot be denied that that continent has already shown considerable appreciation of the 
assistance to be derived from the institutions recommended by the 1919 Convention, since, of the 
twenty-four States which have ratified the Convention, twenty-one 1 are in Europe, while one other 
European country has been authorised by its national authority to ratify, and, in the case of two 
others, ratification has been recommended by the Government to the national authority. 

It may be asked, however, whether this development of public employment exchanges in the 
various European countries is sufficient. The Wasliington Convention provided that " the 
operations of the various national systems would be co-ordinated by the International Labour 
Office in agreement with the countries concerned ". It must be admitted that this particular 
provision has remained a dead letter so far. The time has probably come to attempt to apply 
it in the case of the European countries. . 

Some Governments have already shown the importance which they attach to this provision. 
Thus, in its last report on the enforcement of the Convention, the Polish Government expressed 
the desire that the International Labour Office, after consultation with the countries concerned, 
should make proposals in order to render uniform the methods of finding employment. 

It would, however, be possible to go further. Even in times of serious unemployment, there 
are often industries which in certain countries are short of labour, and for the requirements of 
which it might be more economical, from a general European point of view, to bring trained workers 
from another country rather than to attempt to adapt to employment in those industries 
unemployed workers in the country itself who might be skilled in other work. Either the 
International Labour Office itself or some public institution of a non-commercial nature established 
in connection with the Office could act as a sort of clearing-house for the regular review of the 
demand and supply of labour in all occupations. What has been done as regards the buying and 
selling of certain materials required by indu~try might be attempted in the case of th': organisation 
of the employment of workers in order to gtve them all work and the means of subsistence und~r 
acceptable conditions. Such an institution .would be a sc;>rt of European labour exchange. _If 1t 
could be establislled and brought into operation, the matenal advantage would be at once obvious. 
But the moral and, so to speak, psychological adyantage would be ~t least as ~eat_. It wou~d give 
to European peoples the habit which they are still far from possessmg, of constdermg questions of 
employment, not merely from'the national point of view, but from an international point of ~ew. 
Recently certain States have endeavoured to arrange the exchanges of young workers, chiefly 
printers ~nd hotel employees, with a view to enabling them t~ improve their know~edge of t~eir 
trade and at the same time to acquire also a knowle?ge of fo~etgn languages. ~n th1~ connec.hon, 
the International Labour Office has acted as ~ mtermedtary between vanous !llternat!onal 
associations of employers and workers interested m these exchanges. The absence of mternational 
systems of employment offices has constituted an obstacle to such exchanges, with the result that 

1 Austria, Belgium, Bulgaria, Denmark, Estorua, F~nland, Fra~. Germany, Great _Britain, Greece. Hungary, 
Ireland, Italy, Luxemburg, Norway, Poland, Roumama, S~, Sweden: Swtturland, YugoelaVJa. _Tbe tbree non-European 

tries are India Japan and tbe Union of South Africa. Ratifu:atioa bas been authorised by tbe competent 
:~~:.mty in the Neihertands; in C~oelovakia and in Latvia tbe competent authority bas been recommended to ratify. 
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th h bee created in some countries a certain amount of discontent and dissatisfaction which 
is ~~t ~ndu~ive to harmonious co-operation. Doubtless it would be desir:'-ble that such an 
em lo ent exchange should not be merely European, but s~ould become umversal. It se~m~ to 
thtO~. however, that, in order to be suc~essful, the ~x~nment should at the outset be hmtted 
in scope and carried out on conditions offermg the posstbihty of. succ.ess. I~ _Europe, t~e way h~s 
been prepared by the various ratifications of the 1919 Convention, m addttion to whtch there 1s 
the fact that the suggested exchanges of wc;>rkers w~ul~ be facilitated by.the r~lat.ively ~ited 
extent of European territory and the relative prOXlffitty of the two pomts wtthm whtch the 
exchanges would take place. If the experiment obtains the s~ccess desired, the ~cop~ could be 
enlarged so as to become worldwide, but it would appear that 1t should first be. tned m ~urope. 
Encouragement to tmdertake it is to be found in the work d~me by the Office, ":1th the as~tstance 
of various cotmtries, in the finding of employment for Russtan refugees. In sptte of particularly 
unfavourable conditions, it was possible tc;> ~nd employment for 35,ooo. of the r~fu&"e~. . 

ltfigraJicm within Europe. -.In addtbon t? the problem of placmg the mdiyt_dual.work~r m 
employment, which concerns partt~ularly the skilled worker and t~e employer requrrmg hts se~vtces, 
it is necessary to distinguish certam other mass movements of an mternabonal character whtch are 
caused by the necessity of adjusting population to the economic development of the various 
countries and which lead to the establishment of definite currents of migration of a more or less 
regular n~ture. Attention used previously to be concentrated on overseas migration, which was the 
largest in volume, and which was long the only ~ind of ~igration with regard to which statistics 
were available. Closer study has shown that constderable tmportance must be attached also to the 
migration of workers from one European country to another. Such migration has, moreover, 
developed according as overseas migration has diminished through the necessity, at first scarcely 
felt but now increasingly appreciated and expressed by European nations, of adapting themselves 
more closely to the possibilities of their own continent. 

Migration of this kind has long taken place from Belgium, Spain and Italy into France, from 
Italy into Switzerland, and from Poland into Germany. For some ten years past regular movements 
have been observed from Poland, Czechoslovakia, Austria, Hungary and Roumania into France, 
from Poland into Denmark, and from Austria and Czechoslovakia into Germany. There are many 
other movements of the same kind. All these movements could not be left unregulated or serious 
difficulties of all kinds would have occurred. They required to be controlled, organised and 
regulated, according to variations in the conditions from which they arose. A policy of bilateral 
international agreements has been developed for this purpose. It would appear that steps might be 
taken further to develop this policy. 

In the first place, there might be developed amongst European countries greater exchange of 
infomtation on the changing conditions of the labour market in the various occupations in the 
various countries, so as to furnish full and objective information to emigration countries concerning 
the conditions of employment and residence obtaining in the intmigration cotmtries. This the 
International Labour Office has already done, to the extent of the information which it possesses, 
in the case of all the cotmtries of the world, and it could develop its work even further in the case 
of such European countries as would be prepared to increase the volume and reliability of the 
information furnished. Here again, as in the matter of the finding of employment for individuals, 
the International Labour Office could render undoubted service as a " clearing-house ", unless 
such duty could be better discharged by the European labour exchange suggested previously. 
· The International Labour Office could, however, especially in view of the duties assigned 
to it by the Treaty of ~eace, of which the essential feature is the protection of the wage-earners, 
intervene in order to ensure that the living and working conditions of intmigrant workers are on 
the same level as those enjoyed by the subjects of the intmigration countries. Such equality of 
treatm~nt is very desirable, particularly in Europe. Many immigration countries, rich industrial 
~otmtnes, ~ve laid down for their workers standards which they legitimately fear might be lowered 
if new arrtvals were able to work on lower standards. Hence the utility of bilateral agreements 
between immigration and emigration countries, which, while regulating the procedure for the 
recruitment and placing of workers with a view to the national interests involved, also ensure to 
national and foreign workers the same treatment for the same work. Twenty-four such agreements 
are already in force in Europe, covering sixteen States •. Of these twenty-four agreements, 
eleven are ~eements between Governments, four are agreements between administrations, four 
are ~on-official agreements, and five are clauses concerning migration. contained in commercial 
treaties. 

This situation contains features which may irtspire some degree of satisfaction. It would, 
however, be desirable if it could be supplemented, for by no means all countries of emigration 
have as Y~ concluded agreements with countries of immigration. Among the former, Poland 
and Aust~ have each concluded five agreements, but Italy only three, Czechoslovakia three, 
YugoslaVIa and Hungary two each and Rournania one. Among the countries of immigration, 
France has already conclu~ed eight agreements and Germany five, but Belgium has only made four, 
Luxemburg two and Swttzerland one. · 

Th~ International Labour Office is able to offer its services with a view to promoting the 
conclUSlOn of further agreements. It can give still further help in establishing definite rules by 

1 Tbe following are the Statee partU. to the Treatieo (the nameo in parea~ are thooe of the Statee with which 
~State meatioaed baa c:oacluded a bilateral treaty): G-fMIY (Austria, Litbuaala, Poland, Czechoolovakia, Yugoelavia): 
(P=)(~~ny, France, Hungary, Polaud, Csechoolovakia); B1lgivm (France, Italy, Luxemburg, Poland); Dmmtwk 

• • rllfiU (Austria, BelgJUm, Hungary, Italy, Poland, Czechoolovakia, Roumaala, Yugoelavia); HIMtftJ'll (Austria, 
f~l' 11f: (Belgilm, France, Lu~mburg): LIUvia (Lithuania, PolaDd); LU./tlmsuiff (SwitzerlaDd); Lillouaffla 
rw..:;(F tvaa)_; u:umbtw1 !J3elf!1um •. Italy): PoltMIIl (Germany, AWitria, Belgium, Denmark, Fraace, Latvia); 

raace). Sflrllurlafld (UechtenteiD); Cudw•lotlalcla (Germany, Austria, Fraace); Yutoslat!la (Germany, France), 
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embodying in a Conven.tion t~e main principles on which every bilateral agreement should be 
based. Thus, the free crrculahon of workers, which is not less desirable than the free circulation 
of g~ods, W?uld gradually be establis~e~ in Europe and would at the same time be regulated and 
p~o~ded. WI~h safeguards. !he p~OVlSton .o~ proper safeguards for emigrants and their suitable 
~stnbuhon In acc?rda~ce ~th therr capacthes and the requirements of the countries of immigra
tion wo~d regulanse m1~t10n cu~ents, ~nd would probably increase their volume, thus tending 
t~ allevtl1:te unempl~yment ~ countnes whtch at present appear to be over-populated in comparison 
With therr productt.ve capactt:y and ~e opportunities of employment which they offer. 

. Such are. the lines on whtch t~e mternal problem of migration within Europe may be dealt 
WI~. ~urope, ho~ever, has been tn the past, and still is to-day, mainly a region of transoceanic 
emtgrabon. Sure~y tt would do well to try the method of the "united front". A united Europe 
would surely be m a better position to negotiate migration treaties with oversea countries which 
W';Juld make due allowance for. the requirements of both parties. Here, again, the work which 
m_tgh~ be d~me by the I~ternahonal Labour Office or an official institution set up in connection 
With _xt, actmg as a cleanng-house both for information on requirements and for the distribution 
of JI?lfV~nts, woul~ be of ~eat value. Moreover, a European organisation could consider the 

. poss_tbtlity of grantmg credtts to countries of immigration which might require them in order to 
rece~ve Eu~opean immigrants, to .establish them and to equip them. The policy of international 
credits ~hi~h has re~ent~y been maugurated for t~e benefit of _European agriculture might also 
be applied m other directions. One of the most smtable and fnutful fields for such a policy would 
be the settlement in foreign countries of some proportion of the surplus working population which 
at present clogs the European economic system, and shows signs of becoming a possible social 
danger. 

Organisation of Public Works. - In a recently published study, 1 the International Labour 
Office has pointed out the value of a national policy of public works, for those countries which 
have drawn up schemes in advance, in alleviating if not preventing unemployment. What 
is meant here is not the improvised organisation of " relief works " at a time when unemployment 
threatens to prevail or has already appeared. Improvised works of that kind can never be more 
than an uncertain palliative which produces comparatively little effect, and may even impede the 
resumed activity of private industry. On the other hand, however, the preparation of a well
thought-out scheme of public works useful to the community and economically profitable, to be 
carried out in sections as soon as an unemployment crisis shows signs of appearing, may be 
extremely effective. Work of this kind should be begun before unemployment becomes acute-e.g., 
when the number of unemployed amounts to about 4 per cent of the total working population. 
The work should, if possible, not create any artificial demand for labour. It should not induce 
regularly employed workers to leave their ordinary posts, nor should it provide employment for 
the unemployed as such. The necessary skilled labour should be found where it exists, and 
employment should thus be provided for those who are out of work either directly, if they are 
capable of doing the work in question and in a position to take part in it, or indirectly by the 
vacancies created in certain districts and certain undertakings. The work should, moreover, 
be organised on economically sound lines; in other words, the wage rates should be those normally 
paid. 

National public works organised on these lines are bound to produce good results. Not 
only do they directly diminish the number of unet:nployed, but the economic activity which they 
stimulate, by ordering tools and material from private industry, and by increasing the purchasing 
power of the worker (who in all cases receives a higher wage than the sum which he might obtain 
through a system of unemployment insurance or public relief), restores confidence in private 
industry and promotes its activity. 

It will thus be seen that good effects of various kinds may be produced by systematically 
planned public works, the execution of which can be adjourned in time of prosperity and hastened 
when a crisis appears. The publication .of th~ International Labou_r Office analyses such S<?hemes 
of public works and the effects produced m vanous European countnes, France, Germany, Fmland, 
Great Britain, Sweden, Norway, Switzerland and Italy. Up to the present, however, no conce~ed • 
schemes of public works planned on a European scale for the benefit of Europe have come mto 
existence. 

The Unemployment Committee of the International Labour Office. drew attention to " the 
possibility of Governments coming to .an agreeme~t throu~h the approp~ate org~ns of the Lea~.e 
of Nations with a view to joint execution _of ext~nstve public works of an. mten_tab?n~ cha~acter . 
The value of such work is two-fold. It lS of direct use to the country m whtch It lS earned out, 
and it is of indirect but not less vital importance to other countries through the substantial 
improvements which are provided for all concerned, and through the orders of material or 
equipment and the demand for labour to which it gives _rise. Indeed, such ~ork would ~o 
present a psychological and moral advantage. It would mterest all the countnes of Europe m 
objects of a European character and woul~ t_hus develop_ that spirit of collabo!ation, that European 
spirit which it is the object of the Commtsston of Enqutry for European Umon to foster. 

It is interesting to note that the idea of great international public works has haunted the 
minds of all those who, for more than a hundred years past_, have dreamed of a united Europe. 
It was the idea which Saint-Simon put ~orward so ably 1_11 his re~arkable me~or~dum of

1 
IBIS. 

Quite recently. it was put forward agam by the Amencan engmeer, Danme Hememan, who 

, u ...... ployMifll 11tt4 Publie WDI'~s. International Labour Office, Studies and Reports. Series C, No. 15, Geneva, 1931. 

• Esquiss,. tl'u"' Eurof!l """'""'· Brussels, 1931. 
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d to show that Europe like the United States of America, cannot create economic 
en eavours • · e1 · th ch" f · t equilibrium and close solidarity except by improvmg .and dev opmg e rna mery or m er-
course roads and railways. 

It' would no doubt be premature and presumptuous to att~mpt at the present stage to draw 
up a scheme of international public works for Europe. Some 1de~ have, however, already been 
put forward and the International Labour Office may draw attention to them by way of example. 

One of ~uch ideas is that of a great international road system. Europe alre!ldY has, of course, 
numerous and fine roads· certain European road systems are among the finest m the world. But 
at the present day wh~ motor traffic is increasing so enormously and so rapidly, it surely can 
hardly be maintafued that any of these road systems is entirely sufficien~ to meet !he needs of 
international trade. Special roads for motor traffic are everywher~ bemg made m the most 
advanced countries of Europe. They are, however, not connected With one another, but rather 
resemble scattered fragments of a body which has not yet come into existence and which does not 
even appear to have been imagined as a whole by any human mind.1 Such an international road 
system should have m~ arteries, both l<?ngit?dinal and transversal. There might, ·for. examp!e, 
be one main artery passmg through PartS, V1enna and Athens, another through Pans, Berlin, 
Warsaw and Moscow, a transversal trans-Alpine artery and another from the Balkans to the Baltic. 
This would, as it were, represent the nervous system of the united Europe which it is desired to 
create. 

A system of navigable waterways is also needed. Certain regional systems already exist and 
only require to be co-ordinated. The linking up of the Rhine and the Rhone and of the North 
German system with that of the Danube would be enterprises which would affect internationalised 
waterways or waterways which pass through various countries. They would be of interest to a 
large number of commercial Powers of Western, Northern and Central Europe. 

Something has already been done, though only on a small scale, in the direction of transmitting 
electric current from one country to another. Arrangements for this purpose have been made 
between Switzerland, on the one hand, and France, Germany and Italy on the other hand, as well 
as between France and Belgium. The Belgian Government, in a memorandum addressed to the 
Commission of Enquiry for European Union in January 1931, raises the problem of the international 
distribution of electrical power. This would be an extremely useful piece of work and would help 
to provide Europe with a unified economic organisation, which would be one of the surest pledges 
of its political and spiritual union. It will, of course, be realised that important orders for material 
of various kinds would have to be placed in numerous countries for an undertaking of this kind. 1 

It is not necessary to put forward too many suggestions of this kind at the present stage, but 
a word may nevertheless be said concerning a scheme with which the Office has long been specially 
preoccupied-the uniform and concerted substitution on all railways on the Continent of Europe of 
a suitable system of automatic coupling for the present system of screw-coupling, which still 
causes many fatal accidents every year. In accordance with a resolution adopted by the Labour 
Conference in 1928, a committee was set up to study this problem. That committee got into touch 
with the International Railway Union, which is studying the technical, economic and financial 
aspects of the problem. The studies are proceeding satisfactorily, and it is hoped that a solution 
may be reached in a comparatively short time. It is not necessary to explain in the present note 
the details of what is being done. It may, however, be pointed out how much an undertaking on 
so large. a scale and presenting such great social and, indeed, economic utility (for not only is it 
econormcally desirable to save human lives, but even from the technical point of view the change 
would present advantages) might do to promote the solution of the terrible problem of 
unemployment. A qualified expert gives the following figures regarding the operations which would 
have to be carried out in Germany alone for the introduction of automatic coupling: 750,000 trucks 
would have to be equipped, the total expenses would be about two milliard Swiss francs, and of 
this sum he estimates that only one-fifth would be absorbed by material and four-fifths, or 
1,6oo,O?O,ooo Swiss francs, by wages. Taking as a basis a wage of 10 francs per day and estimating 
the penod required for the work at five years, it will be seen that work would be provided for more 
than 100,000 men for five years to transform the German material alone. The total number of 

• railway trucks in Europe is six times as many as the number in Germany; thus, more than 
6oo,ooo workers would be provided with employment for five years if this work, which is 
of undoubted international utility, were undertaken. 

. It is full.y.realise~ that these questions are new ones. They may encounter scepticism, they may 
disturb _tradJtlonal VIews and arouse uneasiness among particular interests. Nothing can be done 
on the lines ~ere suggested without a bold general conception, international financial co-operation 
~nd the ~ce. of certa~ narrow .national interests. It would, nevertheless, appear that the 
idea of mt~t!on~ public ~orks.lS gradually making headway. In the discussion which took 
place on thlS pomt m connection With unemployment at the meeting of the Governing Body of the 
Internati?nal Labou~ Office in January 1931, the German Government representative stated 
that the idea of publ!c works carried o~t in accordance with international agreements might well 
be developed and. m!ght lead to practical results. He stated that certain European countries, 
such as ~reat .Bn~am a~d G~anY:• which have long suffered from an unemployment crisis, 
are meetmg w1th mcreasmg d1fficulhes when they attempt to inaugurate public works of real 

the U: ct. the recent ..:bemeol ~ motor roado worked out by M. Peliguet and M. L. Lain6, who lay stress on 
11M tematioDal character ?' their French roadwar scheme. As regards the development of railway systems, the Office 
~~~ .. ~'.:'an Inter-European and Asaatic railway scheme submitted to the Communications and Transit 

::' ...., __,ae of National by an Italian engineer, M. Barduzzi. . 
of ~opeCI. B~ U... Ewopn "• by M. ~la.iai, and·" The Importance to be attributed to Electricity for the Transformation 

• m a pamphlet by Mr. H......,man. 
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economic .utilit.y. There remains the resource of undertaking international public works in 
collaboration With other States which have adequate funds at their disposal. 

III. 

In. the c~ns~derations set forth above, the Office has systematically confined itself to what 
fell st.nctly ~It_hm the competence of the International Labour Organisation; nay, more, to those 
question~ Withm the competence of the Organisation which could be studied by the Commission 
of Enq~rry for Eur?pean Union wit~ a view to action in the near future. 

It IS fully realised that economic or financial action may produce a greater effect in reducing 
un~m~loyment. ~reat hopes. are reposed in the development of International agreements for 
adJ_ustmg production to eff~ctive market demand, for distributing the available capital in a more 
sat~sfactory wa~, for r~ducmg Customs duties and for facilitating the organisation of commerce. 
It IS, .ho_wever, ~mposs1ble not to realise the constantly recurring difficulties encountered in the 
neg:otiatio~s .which ~ave been can:ied on for some years past in order to put these ideas into appli
~ahon. It IS Impossible not to realiSe that, even if such a programme were progressively carried out, 
1t. would not be followed by an instantaneous recovery of the economic system which is so profoundly 
disturbed. It must, indeed, be recognised that certain reform measures, such as the reduction 
of Customs barriers, might at first cause increased unemployment among certain classes of workers. 

From the point of view of the unemployed, immediate results are required; even if those 
results are limited, it does not matter so much provided they are tangible. The action proposed 
above would produce direct and speedy effects. For the same reason the Office has in the present 
memorandum deliberately left out of account more far-reaching, and possibly in the long run 
more effective, proposals, which are definitely within the competence of the International Labour 
Organisation, but for the immediate realisation of which the Organisation is not yet in a 
position to take effective action. What the Office has in mind is the problems of wages 
and hours of work which, in their connection with unemployment, have given rise to 
controversy between the employers' and workers' representatives on the Governing Body. 
No opinion will therefore be stated in the present note concerning the immediate effectiveness 
of a reduction in the working day or week, or of the maintenance (pending the raising) 
of wages as a means of combating unemployment. It nevertheless appears certain that closer · 
agreements on the lines of the Conventions with a view to improved conditions of labour, such 
as those which the Office is at present endeavouring to promote in the case of coal mines, would 
decrease unfair competition and would remove many of the causes of unemployment in Europe. 
The study of these wide problems will be systematically continued as part of the normal work 
of the International Labour Organisation. The present memorandum is confined to a few limited 
and definite suggestions, concerned more specially with Europe. 

In order that they may be studied and set in motion as rapidly as possible, the following 
proposals are made: 

" I. That a sub-committee of three members of the Commission of Enquiry for European 
Union should discuss with three members of the Governing Body of the International Labour 
Office, and with the assistance of experts-i.e. the heads of the competent administrations
the possibility of the immediate development of the international placing of workers and the 
migration of workers in Europe. 

" 2. That another sub-committee, on which the Governing Body of the International 
Labour Office might also be represented (for labour questions), should draw up a scheme of 
European public works to be carried out in the near future. " 

It is quite realised that the adoption of these proposals would not mean the end of unemploy
ment in Europe. It would, however, mean that some part of the work which could be carried 
out at once in connection with labour protection would have been attempted. 

Rapid action is possible in connection with the finding of ~mployment and migration. ~f it 
is desired, a European Labour Exchange could be set .up rapidly and could W?rk on the li~es 
laid down by the numerous laws intended to ~rotect national labour markets.agamst a~ excessive 
influx of foreign labour. The q_uestiol_l of public wor~s would, of co~rse, req~llfe more time: Even 
in the national· sphere, the difficulties have sometimes proved dlSCouragmg. ~nt~rna~10nally, 
there will, of course, be still more obstacles. It will be necessary to overcome preJUdices m many 
quarters. Technical and financial difficulties will be encountered. It must not be thought that, 
before they have been overcome, the present terrible unemployment crisis will ~ave been remedied 
by a spontaneous recovery of indu~try. ~t must be re~ember~d that depre~s10n may. recur, and 
preparations must be made to set m motio~ the gr~at mternll;t10nal mechaniSm constituted by a 
far-reaching and well-considered scheme o~ mternatlonal public ~orks .. It must not be for$'otten 
that in addition to the cyclical elements m the present depression, wh1ch act alternately m one 
dire~tion and in the other, there are the elements of endemic. unemployment from which certain 
great European countries have suffered for years past and ~ill perhaps su~er ~or years to co~e. 
In the interests of all parties, Europe as a whole m~t s~ow .1ts sense of sohdar1ty. Collaboration 
for the execution of great public works and for the mstltution of a European Labour Exchange 
would have a limited but nevertheless definite utility in reducing the number of the un~mployed. 
It would, moreover, have considerable moral value f~r the development of Euro~an umty. If the 
Commission of Enquiry can transform these two s1.m.p~e formulre of systematic. European ~oi
l b ration into reality it will have proved the possibility of movement by movmg. The action 
o~tYined above repres:nts the two first steps which it is proposed that it should take. 

Geneva, April rsth. I9JI. 
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THE GOVERNING BODY OF THE INTERNATIONAL LABOUR OFFICE. 

FIFTY-SECOND SESSION, APRIL 1931, GENEVA. 

Extract from the Draft Minutes of the Eighth Sitting 

(Wednesday, April :a:znd, I9JI, Afternoon). 

The eighth sitting of the fifty-second session of the Governing Body of the International 
Labour Office opened at 3.30 p.m. on Wednesday, April 22nd, 1931, at the International Labour 
Office, Geneva. 

The following members were present: 

M. Arthur FONTAINE (Chairman). 
Sir Atul CHATTERJEE. 
M. GEMMILL. 
M. JoHANSON. 
M. }OUHAUX. 
Mr. KIRKALDY (substitute for Mr. Forbes Watson). 
M. KRUEGER (substitut~ for M. Vogel). 
M. LAEMMLE (substitute for M. Weigert). 
M. LAMBERT-RIBOT. . 
M. MAHAIM. 
M. MARCHESI (substitute for M. Olivetti). 
M. MERTENS. 
M. DE MICHELIS. 
M. MoLIN. 
M. MOLI.ER. 
M. OERSTED (substitute for M. Hodac). 
M. PosADA. 
Mr. PouLTON. • 
Mr. RIDDELL (substitute for Mr. Robertson). 
Mr. ScHttRCH (substitute for Mr. Moore). 
M. SoKAL. . 
Mr. WOLFE (substitute for Mr. Lawson). 
M. YosHISAKA. 

Absent: 

M. CANTILO. 

The following deputy members were present: 

M. BACKLUND (substitute for M. Hueber). 
M. BRABLEC. 
M. CuRCIN. 
M. ERULKAR (substitute for M. Fujita).· 
M. LECOCQ (substitute for M. Gerard). 
M. ScHEVENELS (substitute for M. Caballero). 
M. TZAUT. 
M. VANEK (substitute for M. Oersted). 
M. ZULAWSKI. 

There were also present: 

M. Albert THOMAS, Director of the Intei-national Labour Otfice. 
Mr. H. B. Bun.ER, Deputy Director of the International Labour Otfice. 
Mr. PHELAN and Mr. P6NE, Secretaries to the Governing Body. 
M. VIPLE, Chef de Cabinet of the Director. 
M. BERro, accompanying M. de Michelis. 
M: LABRIOLA, accompanying M. de Michelis. 
MISS CLARK, accompanying Mr. Riddell. 
M. HosONO, accompanying M. Yoshisaka; 
M. ISHII, accompanying M. Yoshisaka. 
Mr. KERWYN DE MEERENDRt, accompanying M. Lecocq. 
Mr. MATHER, accompanying _Sir Atul Chatterjee.' 
M. PICQUENARD, accompanymg M. Arthur Fontaine. 
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M. Carlos PoSADA, accompanying M. Posada. 
Mr. RoLLS, accompanying Mr. Kirkaldy. 
M. RoSNER, accompanying M. Sokal. 
M. SJOSTRAND, accompanying M. Molin. 
Mr. SoMERVELL, accompanying Mr. Wolfe. 
M. WAJ.INE, accompanying M. Lambert-Ribot. 

Twelfth Item on the Agenda : Continuation of the Discussion on Unemployment. 

The DIR?'CTOR reminded _the Governing Body of the conditions under which it had instruct~d 
the O~ce at 1ts fifty-first ses:no_n to prepare for the April session a memorandum on the possibility 
of laymg_ before the Comm1ss1on of Enquiry for European Union, which would hold its next 
mee~m~ m _May, proposals for practical action in connection with unemployment, while itself 
contmumg 1ts researches and activity in the international sphere. 

The Un~mployment Committee had not met again before the present session of the Governing 
~ody, and, smce the agenda of the present session was very heavy, the Office had mainly directed 
1ts effo~s on the unemployment question towards preparing the memorandum on which the 
Governmg Body was called upon to take a decision. 

In additi~n, the resolution adopted at the fifty-first session of the Governing Body had 
been commumcated to the Organisation Sub-Committee of the Commission of Enquiry for 
Eur~pean Union, which had referred to it in its report. If therefore the Governing Body approved 
the lmes on which the Office in its memorandum proposed to lay the question before the Commission 
of Enquiry for European Union, the Office would send the memorandum to that Committee. 

The Director's report to the fifteenth session of the International Labour Conference would, 
moreover, deal more specially with the question of unemployment as a whole, so that the Conference 
could hold a general discussion on that question. 

The memorandum submitted to the Governing Body might be considered to be of a somewhat 
limited and cautious nature. Although the unemployment problem and its remedies were of 
a universal character, and the International Labour Organisation was concerned with solutions 
which might be applied to the whole world, there were nevertheless certain aspects peculiar 
to Europe, and it was of course with those aspects that the memorandum primarily dealt. 

The possible remedies for unemployment in Europe might be of a political, financial or 
economic character, which removed them outside the competence of the Organisation. Thus, 
for example, far-reaching measures might be contemplated with ·a view to a Customs truce or 
a more satisfactory distribution of gold, the improvement of the circulation of capital or the 
distribution of credit. The Office could, of course, refer to the importance of such elements; 
but it should mainly devote its energies to drawing attention to the measures and reforms which 
fell within its competence. However limited those measures might appear, it felt that it was 
its duty to recommend them. 

M. YosHISAKA said that the memorandum of the Office on unemployment from the European 
point of view contained certain suggestions which deserved particular attention in view of their 
permanent character. · 

The memorandum dealt with certain phenomena and certain causes of unemployment which 
it considered as specifically European. Nevertheless, even within Europe itself, conditions were 
not always similar, and the intensity and character of the crisis differed in different districts. 
Moreover, certain of those phenomena and causes existed to an even greater extent in oversea 
countries than in certain European countries. It therefore appeared that the measures proposed 
in the memorandum, as, for example; the organisation of international public works, employment 
exchanges, and so on, could be applied to oversea countries as well. If international public works, 
for example, were organised on a wider basis than that of Europe, it would be greatly to the 
advantage of the Europe workers themselves. The credits necessary for carrying out such work 
might also have a wider international character. 

The memorandum referred to the question of emigration only from the Eu.ropean point of 
view. Here again the exchange of labour should not be limited to European emigration, but should 
aim at an exchange of workers between countries in all continents. There were some oversea 
countries whose interests were identical with those of European countries, and those countries would 
welcome international action on broad lines, especially in connection with measures of a permanent 
character. . 

Incidentally, M. Yoshisaka would be glad if the Director would indicate on what legal bas1s 
the question of unemployment could be treated specially with regard to Europe. 

. M. PICQUENARD said that, while it would be desirable for the Organ~tio~ to be able to put 
forward practical suggestions for remedying un~mplo~ent, he thought 1t might be ~angerous 
to recommend measures which could not be earned out m the near future, as the prestige of the 
Organisation might suffer if they were unsuccessful. 

The memorandum of the Office expressed the opinion that a European Labour Exchan.ge 
could be set up rapidly, but that the organisation of internatio~al .public works would reqmre 
more time. It might be questioned, h<;>weve~, whether the o!g~Isaho!l of the. Labour ~xchange 
would not in fact encounter the same difficulties as the organisation of mt.ernatlonal pubhc works. 
This depended on what the European Labour Exchan~e was to ~- If 1t 'Yer~ proposed merely 
to centralise information concerning the labour market m the vanous countnes, 1t could, of course, 
be o.rganised at a very early date. 
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The information which the majority of European States f~rnished periodica~y to t~e Inter
t" al Labour Office under the Unemployment Convention m1ght serve as a bas1s for 1ts work, :J1f that information were published earlier, in more detail and with greater uniformity, valuable 

progress might be made. . 
If, however, it were proposed that the Europea!l Labour Exchange should play 3: more ac~1ve 

part, and should itself undertake. to J?lace wo~kers m employment and to act as.an mtermediary 
between applications and vacanc1es, 1ts functions would be of a much more d~hcate nat?re !'-nd 
would doubtless encounter serious difficulties. It was well known that the balancmg of applications 
and vacancies within a country was a difficult matter, and the difficulties would ~e much greater 
when several different countries were concerned. Workers could not be treated as mterchangeable 
merchandise; their origin was not a matter o~ indiffere~ce to their future employers. Fore!gn 
workers would obviously be more acceptable m proport10n ~ the. cust?ms an~ f!lethods of workmg 
of their country of origin resembled those of the country of rmm1grabon. S1milarly, a country of 
immigration would obviously be inclined to give preference to workers from neighbouring countries, 
since their transport and possible repatriation would .be easier and. less costly. Moreove~,. the 
countries of emigration themselves would want to know m what countnes and under what cond1bons 
its nationals were to obtain employment. 

Questions of that nature had, up to the present, been governed by bilateral treaties, and it 
might be questioned. whether they would be more satisfactorily regulated by a European 
organisation working on international lines. In any case, the negotiations would take a long time, 
so that the European Labour Exchange could not be put into practical operation for some 
considerable time. . 

Reference had been made to the action taken by the Office in placing refugees. But "it must 
be remembered that only 35,000 persons had been dealt with in the course of several years, and 
that the operation was not really one of balancing applications and vacancies. It really came 
under the category of assistance, and was not carried out in order to supply definite labour 
requirements. · · 

But, even if these difficulties were overcome, it was not certain that a European Labour 
Exchange would really bring practical relief to the present unemployment crisis. It could not 
balance applications and vacancies unless both existed. There would be no difficulty in finding 
available workers in most countries, but while the world crisis continued, it would be difficult 
to find countries where such workers could be employed. As far as France was concerned, labour 
was not at present required in any occupation which could not be supplied either by French workers 
out of employment, or by the seasonal immigration which had always existed and which, owing 
to the present crisis, had been considerably reduced. In this connection, the number of foreign 
workers who left France of their own accord was considerably higher than the small number who 
entered France, whereas, in preceding years, the exact contrary had been the case. This state of 
affairs was likely to continue for months or even years to come. 

In the circumstances, it must not be expected that the European Labour Exchange, especially 
if it were required to play an active part in the placing of workers, would provide immediate relief, 
however slight, for the present unemployment crisis. That was, however, no reason why it should 
not be set up; it would no doubt be of a certain utility, but exaggerated hopes should not be 
reposed in it. 
· As a practical conclusion, M. Picquenard suggested that the question should be referred 

to the sub-committee which the memorandum proposed should be set up. It would perhaps 
be desirable, however, that both countries of emigration and countries of immigration should be 
sufficiently represented on the sub-committee so that all points of view could be taken into 
consideration. . 

M. CuRciN pointed out that, in accordance with the instructions which it had received, the 
Office had to limit its study to the consideration of th~ social measures to be taken to counter 
!lnemployment, leaving aside the purely economic factors. That, in practice, was impossible, and 
!t was p~obab!e that, if the Office had been able to consider the question as a whole, the result of 
1ts studies m1ght have been better balanced. In the introduction to the memorandum, the 
economic causes of the present crisis and of unemployment had been reviewed, but not very 
clearly~ fully .. Thus, the memorandum made no reference to the part played by Stock Exchange 
speculation, W~Ic~ was of the greatest importance, particularly since close connections existed 
between the pnnc1pal stock markets of the world. It might, therefore, have been better to make 
no ref~ence whatever in the memorandum to the economic aspect of the question. 

With regard to the remedies of a social nature with which the Office considered itself 
competent to deal, ~t ap~red, as M. Picquenard had suggested, that too optimistic a view had 
been _taken of the 1mmed~ate results to be obtained. In fact, economic measures alone could 
effectively r~medy t~e _general economic crisis and the resulting unemployment crisis. The 
measures wh1ch fell Withm ~he competence of the Organisation were really of a secondary character, 
and the memorandum attnbuted too much importance to them. 

The memorandum also contained certain contradictions. On the one hand it called attention 
to the necessit~ ?f increasing eco~omic collaboration on a basis of equality and of making efforts 
to render co!'d1bons of work umform in order to decrease " unfair competition "; but, on the 
oth_er ~nd, 1t made no refe~ence to certain factors such as rates of interest of 10 to 20 per cent 
~h!Ch, m the poorer countnes of Easten_t_Europ~, had a serious effect on co~ts of production. 

f there w~ to be any reference to competition, all Its elements should be taken mto consideration. 
trea ~· P~equ~ard had_referred to bilateral emigration treaties, but even countries where such 

ties were In operation frequently expelled foreign workers. It had even happened that 
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workers' o~ganisations had demanded that foreign workers should be replaced by nationals. 
Before settmg up labour. exchanges ~o find employment for workers internationally, it :would 
be necessary to leave fore1gn workers m the countries where they had already found employment. 

Reference had been. made. to the work of the Office in placing Russian refugees. That, 
however, had been an enttrely different matter. It was not likely, for example, that the European 
unemp~oyed would consent to work in South America . 

. W1th regard ~o public works, it seemed that, during the economic crisis, the budgets of the 
vanous States wh1ch mostly showed a deficit could scarcely be expected to bear the additional 
expe!'se required for work ~ainly undertaken as a remedy for unemployment. It must also be 
considered whether the vanous countries would have sufficient credit to raise loans under such 
conditions. 

As regards the ~wo co.mmittees suggested at the end of the memorandum, he proposed that 
the first should cons1der pnmarily the question of requiring Governments to retain foreign workers 
who were alrea~y employed in. their countries, and postpone until a later date its consideration · 
of the ot~er subJects suggested m the memorandum, and that the second committee should in any 
case cons1der the financial and credit situation of the countries in which public works might be 
undertaken. . 

M. MOLLER said that he was greatly disappointed with the memorandum submitted by the 
O~c.e. ~twas true that the Office stated that the remedies proposed would not result in a definite 
eltrnmahon of unemployment but would merely tend to bring about its rapid reduction in certain 
directions. The remedies suggested, however, appeared, in the light of the painful experience of 
the German workers, to be illusory. 

Unemployment insurance, for example, would be universally admitted to be nothing more 
than a remedy for the miseries caused by unemployment and not for unemployment itself. It might 
at the most have a certain influence in alleviating the crisis, since the relief paid to the unemployed 
maintained their purchasing power to some extent. 

With regard to public employment exchanges, it was difficult to see what useful purpose they 
served, even if they were to be developed as they had been in Germany, when there was no demand 
for labour and the labour market was overwhelmed with applicants for employment. In Germany, 
the situation was such that the main function of the public employment exchanges was to register 
the number of unemployed. Under such conditions, it was obvious that the establishment of 
employment agencies would not constitute a remedy for unemployment. 

The memorandum seemed to attach particular importance to the question of the exchange of 
workers to be organised by a European Labour Exchange. It was, however, probable that by the 
time that the Labour Exchange was ready to operate, the worst of the crisis would be over. Even 
if it could begin its operations at the present moment, it was doubtful whether it would prove really 
efficacious. All the labour markets of Europe were besieged by the unemployed, and only if the 
scope of the Employment Exchange extended beyond Europe and covered the whole world would 
it be possible to hope for any practical results. 

With regard to the question of public works as a remedy for unemployment, it had been 
suggested as an example that if the German railways equipped all their rolling stock with automatic 
couplings approximately xoo,ooo unemployed could be provided with work for a period of five 
years. Even if those figures were exact, it was difficult to see where the necessary financial resources 
could be found to carry out such a scheme, which would cost approximately two thousand million 
Swiss francs in Germany alone. The other proposals for public works, such as the construction of 
roads, would encounter the same difficulty. All those measures would only have provided a 
remedy if they had been planned before the crisis and not when it was at its height. 

In the opinion of the workers' group, it was necessary to deal with another aspect of the 
problem-namely, that of production and consumption. On this point, the International Labour 
Organisation should endeavour to suggest some means of finding an equilibrium between the 
purchasing capacity of the masses and production. It was true that the Office was '!><>und by 
the instructions given by the Unemployment Committee and approved by the Governmg Body. 
It might perhaps have been adv.isable to have h~ld a furt~er meeting ?f t~e Unempl_oyment 
Committee before the present sess1on of the Governmg Body m order that 1t m1ght reconsider the 
question as a whole and put forward new proposals. 

The workers' group was also of opinion that one of the most urgent problems at the present 
time was to reduce hours of work and to increase real wages in order to bring hours of work into 
harmony with the productivity of the workers. Such an increase would not imply an increase in 
nominal wages, but rather a decrease i~ the prices fixed by trusts and cartel~, c_alculated to increase 
the purchasing power of the masses. Smce ~hat problef!l appeared to fall. w1thm t.he competence of 
the International Labour Office, it was destrable that 1t should be considered Without delay. 

Mr WoLFE said that the British Government had no general observations to make on the 
memor~ndum of the Office. He agreed with M. Picquenard's suggestion concerning the conditions 
under which the proposal to set up an I~te~ati~nal.Labour Exchange should be ref~rr~ to the 
proposed sub-committee. It was essential m hiS VIeW that, befor~ su_ch an ?rgan~Sabon ":as 
contemplated, national systems of employm_en! exchanges should ex~t m t~e different co~ntnes 
similar to those already existing in Great Br~tam and Germ~ny. Until th~ different countnes had 
set up a system of employment exchanges 1t was not possible ~o organ1se su.ch a system on an 
international basis. The sub-committee should alS? carefully cons1der the 9~eshon_of cost. 

As the British Government had not yet had bme to consult the Domm10ns.W1th regard to ~he 
question of immigration into oversea countries, it must reserve any observations on that pomt 
until a later date. 
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M. DE MICHELIS considered that the Office had carried out the work whic~ the Gover~ing Body 
bad entrusted to it in the most careful and thorough way. He agreed w1th M. Y~sh1saka that 
unemployment was a worldwide p~oblem_; but, ~hough the Une!Dployment Comm1ttee was to 
continue to study it from a worldWide pomt of v1ew, the only thmg to be done at the moment 
was to consider what practical action could be taken to remedy European unemployment. 

That action as proposed by the Office was made up of three elements .. The first consisted of 
relief for the victims of unemployment by means of a system of compulsory msurance, as proposed 
in the resolution voted by the Governing Body at its last session. 

Among the practical ~eans of decreasing unemplo~ent, . th~ Office then su~gested t~e 
organisation of an International Labour. Exchange. M. de M1chehs did n~t share M .. P1cq11;enard: s 
apprehensions on this point. He had hrmself found that the greatest difficu~t.y wh1ch ex1sted m 
placing workers in foreign cm.mtries was the lack of knowledge of ~he c~ndihons of the l~bour 
market in the countries to wh1ch the workers could be sent. The mam thmg was to ascertam the 
requirements in each occupation, so that the emigrants might be sure of finding remunerative 
employment. Not all countries were, however, equally well equipped for supplying or obtaining 
information of that kind. Thus, one of the most important functions of the proposed Labour 
Exchange would be the collection of information. It would need to be informed, so to speak, day 
by day of the labour requirements of the various countries. Such work could conveniently be under
taken by an international organisation. An institution of this kind could work all the better if it had 
the support of national employment exchange systems, but it was not necessary to wait until such 
systems existed in all countries before setting up an international labour exchange. Indeed, the 
establishment of an international exchange would probably promote the creation or development 
of national employment exchanges. 

One question with which the future International Labour Exchange might deal, in addition 
to that of bilateral treaties to which the memorandum called attention, was that of individual or 
collective contracts which constituted the necessary passport for all workers going to foreign 
countries. 

Difficulties would undoubtedly be encountered in the working of the labour exchange, and 
considerable preparatory work would have to be undertaken. Nevertheless, he thought that 
practical results could be obtained fairly rapidly in the organisation of the labour market. 

In M. de Michelis' opinion it was impossible to separate the social from the economic aspect 
of the problem. The interdependence of economic and social phenomena was a fact which could 
not be ignored. Various attempts recently made in the specifically economic field had met with 
no success. For this reason, the Director's proposal to constitute a mixed committee in collaboration 
with the Commission of Enquiry for European Union appeared to be an excellent suggestion. All 
action taken to remedy unemployment should be of a concerted nature and should deal with the 
econmnic sphere as well as the social sphere. The proposal would admit of the creation of an 
international body working under the auspices of the League of Nations, but particularly in colla
boration with the International Labour Office and with the International Institute of Agriculture. 

Since the idea, put forward by M. de Michelis at the last session of the Governing Body, 
of adjusting labour to the requirements of the labour market had been accepted, it would be 
desirable that studies should be made on this aspect of the question and that the second idea 
which he had also put forward in the Governing Body, the question of colonisation and the remedies 
which it Inight afford to the economic disorganisation of Europe and of the world, should be taken 
into consideration. · 
. He fully realised the difficulties which any practical action to combat unemployment was 

likely to encounter, but he felt that action must be taken without delay, and he strongly supported 
the proposals of the Office. He also supported M. Picquenard's proposal to widen the composition 
of the proposed sub-cominittee so that the Governments of countries of emigration and iminigration 
should both be able to express their opinion. 

M. }oUHAux said, in the first place, in reply to M. Curcin, that, as far~ he was aware, no 
work~' org~tions, in France at any rate, had ever taken any steps in order to obtain the 
expulsion of fore1gn workers. On the contrary, they had always opposed such a practice. If they 
had asked for certain measures of a national character regarding the movements of foreign workers 
on Fre~ch territory, it was precisely to avoid the expulsion of foreign workers. He asked M. Curcin 
to furmsh the names of any organisations which might have asked for the expulsion of foreign 
workers. 

M. Jouhaux ~bared M. Miiller's regret that the memorandum of the Office on the question of 
unempl~ent did !lot deal more vigorously with that grave problem. There could, of course, be 
no ~ues~1on o~ findin~ a definite remedy for the whole unemployment problem, but simply of 
~1dermg, Wlth a v1ew to Europe only, what immediate steps could be taken to provide some 
relief for t~ose who ~ere suffering from unemployment. 

In f!l15 con~ecbon, he co~ld not agree with M. Picquenard's criticisms. M. Picquenard had 
referred m partiCUlar to the bilateral treaties concluded by France in regard to the international 
exchange of workers. The French Government was about to enter into further treaties of a similar 
nature, but, even if s~ch treat~es were _concluded between France and all countries of emigration, 
~t would n?t ~htute an mternahonal organisation. The question of bilateral treaties into 
w~ coun~nes .m1ght enter to regulate the exchange of workers had no connection with the 
question raised m the Office memorandum 

It was obvio11;5 that the Interna~ional L~bour Exchange which it was proposed to set up could 
render ~eat serv~ce. In the first 1nstance, it would furnish statistics and collect information 
~mg the state of the I:a~ur market in the various countries and would thus fill a gap which 
exu; at present. In addition to supplying information, however, it should do active work as 
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regards ~he placing of workers. M. Picquenard had pointed out in this connection that the 
International Labour Exchange could not do useful work unless a demand for labour existed. 
~twas tT?e that the demand was now very small, but not as small as was often maintained, even 
m countries.where u~employment was _prevalent. That was particularly the case in France where 
there ~as still a ~erta1~ demand for agnculturallabour, with the result that the National Economic 
.Counc~ had been ?bhged t<? ~ow _certain ex~eptions f~r agricultural labour to the general rules 
g~v~rrung ~he placmg and distnbubon of foreign labour m France. Other countries were no doubt 
s~arly s1h~ated. It was thus possible that, with the assistance of a European I..abour Exchange, 
the mternat10nal exchar:ge of worke~ might be organised more easily and with greater effect. 
But measures of that kind could obVIously not suffice, in present circumstances, to provide an 
adequate remedy for the unemployment crisis. . 

. The establishment of an. International or of a European Labour Exchange and the organisa
tion of a. pro~e of pu~hc works, as was suggested in the memorandum, would doubtless 
prove u~e!'ll; but ~twas eVIdent that, since the last session of the Governing Body, the unemploy
ment cns1s, even m Europe, had become more acute. It must not be imagined that because 
ce!i:ain industries ~or their own particular needs had engaged a larger number of workers, the 
cnsiS had reached Its apex and that a general improvement was about to be realised. Under 
these conditions, it was necessary to enquire what were the real causes of the further aggravation 
of the crisis, and this was a point with which the Office memorandum might have dealt more fully. 
It was true, as the Director had pointed out, that the financial aspects of the problem, and, m 
particular, the question of Customs, did not fall within the competence of the Office. But the 
International Labour Organisation could not disregard the fact that the crisis was being aggra
vated as a result of the reduction of wages, which entailed a decrease in the consuming capacity 
of the masses in all countries. To reduce wages was an even greater mistake in time of crisis than in 
normal times. A study of the possibility of finding work for the unemployed showed that the 
demand for labour could only be increased by an increase in the consuming capacity of the workers. 
Even without going beyond the European aspects of unemployment, the Office could not fail 
to take this important factor into account. 

Moreover, a careful study of the situation in the last few months showed, not only a decrease 
in the consuniing capacity of the masses, but also an increased tendency towards national 
protectionism and of measures to reserve the markets of a country for its own national industries, 
which amounted in fact to economic war. The International Labour Office could not refrain from 
commenting on such a situation, which, if it continued, would render nugatory the efforts which 
were being made to remedy the crisis. It could not be maintained that these were questions for 
which the Governing Body was not competent, even if the deliberately calculated decisions which 
it had taken in the past had prevented the Director from dealing with the direct causes of the crisis 
and the remedies which should be applied. The Governing Body could not fail to realise that if, 
at the present moment, within a few days of the meeting of the Commission of Enquiry for 
European Union, it refused to face the problem by calling attention to the dangers of the situation, 
yet another failure would be registered; and that succession of failures was not calculated to inspire 
confidence in the masses. Unemployment was a painful reality, and practical solutions must be 
found for it. The two remedies proposed by the Office might be justified, and personally he was 
glad they had been suggested; but they could have no effective result unless something was done 
to combat the ultimate causes of the crisis. 

The general question of unemployment would be discussed at the Conference; but the 
Commission of Enquiry for European Union would have met before then, and if it did not devise 
some means of bringing immediate relief to the unemployed of Europe, the discussions of the 
Conference would produce little effect on the minds of the workers. 

M. LAEMMLE said that the unemployment situation as a whole continued to be extremely 
grave. Since January it was true that a slight improvement had been apparent on the principal 
Stock Exchanges; but, even if a new economic cycle were about to be inaugurated, no hope could 
be held out that the effect of the revival would make itself felt on the labour market for a long 
time to come. The immediate future, therefore, remained gloomy; the financial burden of 
unemployment insurance and relief of all kinds afforded to the workers was still very heavy, and 
might even be still further increased. 

It was impossible to ignore the moral effect which the continuati?n of .the crisis would 
have on the workers and, in particular, on young persons. These considerations had led ~he 
Committee set up in Germany to study the unemployment problem to propose that, dunng 
the crisis, hours of work should be reduced by law according to the varying conditions ex~t~g 
in the various branches of industry. The German Government had not yet taken a deciSion 
on this point; the main question was whether the reduction in ho~rs of work would. or would 
not be compensated by an increase in wages. If wages were ~ot mcrease~ purchasmg P?~er 
would be lessened, and if they were increased, costs of product~on would nse, and competition 
would become more difficult. Either of these developments might be a fres~ cause of un.em
ployment. In any case, it was difficult for one single country t.o find a solution for so senous 
an economic problem, and it was unfortunate that the Gove~ Body had not. been ~ble at 
its January session to reach a more. definite solution. I~ was possible that new pomts might be 
brought forward during the discussions at the International Labour Conference. . 
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The memorandum submitted by the Office proposed a series of i~medi~te reme~es wh~ch 
·t t uggested would entirely eliminate unemployment, but wh1ch represented mterestmg 
~:C~:3°su;gestions. Different opinions might be held as to the immediate and practical effect 
of the proposed measures, and it might be asked, _f?r _exa~ple, how far the proposed Labour 
Exchange would contribute effectively to restore equihbnun_I m the labour market. T~e suggested 
programme of public works appeared to be a more satisfactory proposal, and 1t would be 
remembered that the German Government representative had already laid stress on this aspect 
of the problem at the January session of the Governing Body. 

The importance of the Office proposals did no_t so ~uch. reside in their d:etails as in ~he 
desire which they showed to quit the field of theoretical di~u~siOn and to. deal With the pract~cal 
aspects of the question. It was to be hoped that th~ Comm1~1on of Enqmry for European Umon 
would also be inspired with a desire to find practical solutions. 

Mr. ScuORCH said that, when unemployment had been discussed at the January session, 
the Committee's report had been criticised as being too theoretical, but, now that the new 
memorandum put forward c~ncrete s~gg~tions, it was criticised ~gain. No. illusions s~ould be 
entertained as to the immediate real1sation of the proposed solutions, but 1t was satisfactory 
that, on this occasion, practical proposals had been put forward. 

Although it might be true that the unemployment crisis could only be finally solved on 
worldwide lines, that did not mean that measures which might be taken in Europe on a continental 
or national basis should be neglected. All possible measures which might result in a decrease 
of unemployment should be put into operation. . 

It had been suggested that the remedies put forward in the memorandum would encounter 
financial difficulties. That might be true for certain countries, but it could not be denied that 
sufficient capital was available in Europe to carry out the programme proposed by the Office. 
What was required was increased international confidence. It was possible that the sub-committee 
of three members which would be set up to collaborate with the Governing Body might be in 
a position to bring together the countries with capital available and those whose financial 
situation constituted a real obstacle. Finally, it might perhaps be well to add to the Director's 
proposal concerning the placing of workers and emigration the words " and in the colonies of 
European countries ". There were, in fact, opportunities of finding work for unemployed 
persons in the colonies. 

M. LAMBERT-RIBOT noted, in the first place, that the Director's memorandum contained 
certain rather theoretical formulre, and that certain statements, with regard to which the Unem
ployment Committee in its report had made prudent reservations, were made in a much more 
definite manner in the memorandum. 

That was, however, no reason why-something should not be attempted; he had no objection 
to an endeavour being made to settle the question of equality of treatment of workers and steps 
being taken concerning finding employment, insurance and relief. The Employment Exchange 
would doubtless prove useful as a centre of information. But, contrary toM. Jouhaux's opinion, 
it would not seem desirable to entrust it with executive functions. It would doubtless be better to 
leave such measures to the bodies already in existence. 

M. Picquenard had already admirably said all that could be said on that subject. 

The memorandum also dealt with the question of public works, which were generally 
recommended as a remedy in normal times and still more so during a crisis, provided that they 
had been planned in advance. Two things were, however, necessary: they must be economically 
productive and also, before their international aspect was considered, they must meet the real 
and often urgent needs of certain national economies. It would seem difficult to take any steps 
o! this_nature on an_international plan as long as an economic crisis existed in the various countri~s. 
Smce 1t was essential that some practical action should be taken, the urgent needs of a certam 
number of European countries should be considered in order that means might be found to assist 
th~ That was, in effect, the object of the League of Nations, the International Institute of 
Agriculture and the Committee which was at present meeting to study the question of setting up 
an ~n~tional Institute of Agricultural Credit. The same applied to Industry. The public works 
wh~~ nnght be undertaken in certain countries might serve to improve the ground by irrigation or 
draining or to construct roads, railways, and so on. 

. It might be suggested that those were purely national necessities which should be dealt with 
m the usual ~er. That was true in theory, perhaps, but it must be remembered what was at 
present happerung as regards agricultural credit in countries in Eastern Europe. The credit of 
those countries was insufficient to enable them to obtain loans at reasonable rates of interest which 
would ~w ~e work which ~ey undertook to be profitable, and they could only obtain the credit 
they requrred if they could giVe guarantees that the work which they desired to undertake would 
~eally prove. useful and profit:tble. If it was desired to assist them internationally, it was essential, 
m the first lDStance, to consider the general economic utility of the work profosed and to decide 
whether such W?£k would provide sufficient security to allow the usual rates o interest demanded 
for such countnes to be decreased by the action of international solidarity. 

It should not be impossible to create such international solidarity, but in order to do so it 
would be !'~ry that international meetings of the kind proposed by the Director should decide 
on the utility of the proposed construction of waterways, roads and railways. 
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. In the industr}al sphere, ~orks of this kind should find their place in the international arrange
!Dents t~rough wfi!.ch pr~uction wouldfgradually be organised in Europe and the value of which, 
m certam c~s.[m1gh~~be,grea~er ~han t~at of purely private arrangements. As regards electricity, 
for example, mternational soli~~1ty might be displayed in favour of a particular country whose 
w~terfalls ~ad not yet ~een ut~sed. In. the event of plans for the utilisation of water-power not 
be~g cons1~ered by the mterna~10nal adVISory bodies as offering sufficient justification for financial 
ass1stance, 1t was of course obv1ous that attempts might yet be made to give effect to them, apart 
from the proposed scheme. of collaboration, and it would no doubt happen that a country would 
not consent to become entirely dependent on a group of other countries. 

Generally speaking, not many of the kinds of work referred to in the Office memorandum were 
economically speaking, immediately practicable or profitable. As regards automatic coupling: 
for ex.ample, M .. Miiller himse.H had enquired where the necessary funds were to be found for its 
adoption, and m any case It was doubtful whether it would show any profit. As regards 
~onstruction of roads, preliminary studies would first have to be made by the various countries 
m order to draw up schemes of work for which international credits would be necessary. Only 
then would it be possible, after comparing the schemes, to contemplate, as a last step, international 
action of the kind to which the Director referred. 

The ideas which M. J ouhaux had put forward on the question of wages seemed to be an 
economic paradox. It was obvious that throughout the world an effort was being made to reduce 
the cost of production, not in order to reduce the purchasing power of the workers, but in order 
to allow consumers in general to purchase what they required under better conditions. M. Jouhaux 
had also referred to the question of Customs tariffs, which he regarded as a manifestation of 
economic war. But, in point of fact, Customs tariffs were a defensive weapon and nothing more. 
Moreover, the remedy for the present crisis was to be found neither in an increase nor in a reduction 
in Customs barriers, but in the conclusion of economic agreements, and as soon as such agreements 
were concluded, Customs questions would be found to be of secondary importance and would 
be easily settled. 

M. KRUEGER said that, in his opinion, the only remedy for unemployment consisted in steps 
of an economic nature which, owing to their character, did not fall directly within the scope 
of the International Labour Organisation. The proposals of the Office were doubtless interesting, 
but he did not think they were of great practical value, for they did not take sufficient account 
of realities. 

The real solution of the question was to be found in re-establishing the normal situation 
of the money markets. It was necessary, as the British Government representative had pointed 
out at the January session, to secure an adequate distribution of gold throughout the world. 
Unfortunately, the transfer of gold was only too often decided by political and not by economic 
considerations. This question obviously did not fall within the immediate scope of the Office, 
but it was nevertheless possible to call the attention of the Commission of Enquiry for European 
Union to the question, pointing out that, although the International Labour Organisation had 
no concrete proposal to put forward, iCdid not consider that a solution to the crisis could ever 
be found unless financial problems were solved on a sound economic basis. 

It should further be remembered that, however important purely economic remedies might 
be, they were not sufficient. A profound change of heart was needed. Only a change of outlook 
would make possible the economic measures which were necessary to remedy so acute a crisis 
as that through which the world was passing. 

He proposed that, if the memorandum were to be submitted to the Commission of Enquiry 
for European Union, it should be accompanied by an account of the discussion which had just 
taken place in the Governing Body. 

M. SoKAL proposed that the Governing Body should adopt the following solution: 

"Since it seems probable it will be materially impossible for the Commission of Enquiry 
for European Union to consider the question of unemployment at its May session: 

" The Governing Body authorises the Director to submit the memorandum on 
unemployment to that Commission in his own name as a preliminary document, and decides, 
at the same time, to place the question of unemployment on the agenda of one of its next 
sessions." 

The May session of the Governing Body would be a very short one, and the discussion would 
therefore probably not be resumed until the October session. 

M. LAMBERT-RIBOT supported M. Sokal's proposal, and requested that the memorandum 
should be submitted to the Commission of Enquiry for European Union as a document prepared 
by the Office and should be accomp_anied by ~he Minutes or an analysis of th': discu~ion whi~h 
had just taken place in the Govern1~g Body m order tha~ the Leagu~ of Nations m1ght realiSe 
the great interest which the Governmg Body had taken m the question. 

Mr KIRKALDY said that, since an account of the discussion was to be attached to the 
memor~dum he wished to state that, in his opinion, the proposals concerning automatic coupling 
were premattde while that subject was under consideration by a Committee of the Governing Body. 

The DIRECTOR said that the memorandum which he had prepared for the Commission of 
Enquiry for European Union had been criticised ~y variou~ members?~ the Governing Body on 
opposite grounds. He would remind the Governmg Body m what spmt the memorandum had 
been drawn up. He had endeavoured, in this case as in all others, to see tha! t~e Office di~ what 
it had been instructed to do. It had been instructed to lay before the CommiSSIOn of Enqmry for 
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Euro an Union practical proposals on subjects which fell directly within the comP«;tence of the 
Officfand which were of a specifically European character. The two propos_a~s which appeared 

th conclusion of the memorandum exactly corresponded to those conditio!ls. The reason 
:~y :e had not dealt with the questions which M. jouhaux and M. Lambert-R1bot would have 
wished to see discussed was th'!-t the l!nemployment ~ommittee had ex~luded th~m ~rom the 
positive and unanimous conclusiOns. of 1ts report. He mtented to de~ With them m h1s report 
to the Conference, where the discussiOn ":o~d be resum~d on general hnes. _He had not felt ab!e 
to bring them to the notice of the Co~m~1on ?f Enq_~ for European Un.10n because they did 
not lead to solutions which were practic~ m the!~ apphc~t10n and Euro~an.m sco~. 

Practical solutions were not necessarily solutions which could be applied unmed1ately, or would 
be immediately effective. For the " European Labour Exchange ", a period of organisation 
would be necessary. Its existence would not mean that unemployment would cease all at once. -
The Director had pointed this out more than once in his memorandum. It had been said that the 
European Labour Ex~ange would be more useful to comba~ endemi~ unem{lloyment than that 
resulting from the crisis. But unemployment of the former kmd (:a-existed w1th and aggravated 
the latter and there thus seemed reason to hope that the establishment of a European Labour 
Exchange' would produc~ app~eciable ~~ults. Furt~er, the diffi~ultie;; wh~ch workers ·in certain 
occupations expenenced m penods of cnsiS, and even m normal penods, m gomg abroad to complete 
their training, as well as the controversies which arose between one country and another concerning 
foreign workers who were expelled or who could not be admitted, should also be taken into 
account. If the Commission of Enquiry for European Union set up the mixed sub-committee, 
which the Director had suggested, and which might be enlarged, a first step towards the settlement 
of all these problems would have been taken. 

As regards the programme of international public works, too much importance should not 
be attached to the definite schemes which he had mentioned. They had only been given as examples. 
Incidentally, he had not invented them; they had been suggested in certain publications. He had 
not said the time was ripe for them; the extent to which they were expedient or immediately 
practicable was a matter for consideration. Here, again, the main point was the proposal to set 
up a sub-committee of the Commission of Enquiry for European Union, on which the International 
Labour Office might be represented for labour questions. The sub-Committee could be asked 
to consider the whole question of public works, international public works or national public 
works assisted by international credits. The Director had anticipated his critics by pointing out 
in the memorandum that such works should be economically profitable. The question which the 
sub-committee would have to consider, if it were set up, was whether there would not be great 
~culty at the present time in finding international credits for national public works. 

The main thing about the suggestions made in the memorandum was, in his view, that they 
were practical, even if not immediately effective. They provided a definite basis on which to work, 
and to try to create something of a European spirit. It was for the Commission of Enquiry for 
European Union to consider them with that aspect in mind. 

He saw no objection to the procedure proposed by M. Sokal, according to which his memo
randum would be sent to the Commission together with an account of the discussions on it which 
had taken place in the G?verning Body. 

M. JouHAUX pointed out that what he had said concerning the reduction of hours of work 
was not inspired specially by his desire to find a remedy for the present crisis, but was based 
on a general principle. 

He wondered how the two proposals contained in the memorandum would be received. It 
might perhaps have been desirable, since the memorandum was in any case to be submitted 
to the Commission of Enquiry for European Union, that the Governing Body should have expressed 
its agreement in principle with the proposals. 

M. PlCQUENARD, in order to reach an agreement, proposed that M. Sokal's resolution should 
be confined to a simple decision taken by the Governing Body to submit the Office memorandum 
with the Minutes of the discussion which had just taken place in the Governing Body to the 
Commission of Enquiry for European Union. It was, in his opinion, unnecessary to refer to the 
fact that the Committee might be unable to consider the question of unemployment at its May 
~ion. I~ also seemed unn~ to point out that the question was still on the agenda, since 
1t was obVIous that the question of unemployment would be one of the most serious preoccupations 
of the Governing Body of the International Labour Office as long as the crisis continued. 

M. SoKAL accepted M. Picquenard's proposals. 

The PIRECTOR, in reply toM. Jouhaux, pointed out that, if the Governing Body had been 
able to discuss the two proposals contained in the memorandum thoroughly, it might have been 
able t~ state its opinion on them. If the Commission of Enquiry for European Union thought they 
w~e likely to lea~ to useful practical collaboration, it could make proposals for action, and the 
Director could bnng them before·the Governing Body. 

The G()!Jerning Body, by sixteen votes to nil, instructed the Director to transmit the memorandum 
on U1lmfP~ to_ the Commission o~ Enquiry for European Union, together with the Minutes 
of the ducussum whu;h had taken place sn the G()!Jerning Body. 

(The session closed at 8.30 p.m.) 
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INTERNATIONAL LABOUR OFFICE. 

Report of the Unemployment Committee. 

TEXT AMENDED AND ADOPTED BY THE GOVERNING BODY AT ITS FIFTY-FIRST SESSION, 

GENEVA, jANUARY 1931. 

I. 

The Comi_Ilittee, which is greatly concerned at the increasing gravity of the unemployment 
problem and 1ts consequences, both from the humanitarian and social point of view and from 
the point of view of the world economic situation, considers it indispensable to study the causes 
thorougly and to try to find remedies capable of practical application. 

Considered as a whole, this exceptionally grave unemployment appears to be the cumulative 
effects of economic and financial disturbances likely to affect more especially certain countries and 
certain industries. Among these disturbances, there are some which recur with a certain regularity 
while others have been introduced into the economic system of the world after the war-time and 
post-war upheavals. 

Without wishing to make either a complete or a systematic enumeration, the Committee, 
~esirous of showing the complexitY. of the problem, draws attention to the following factors which, 
nghtly or wrongly, are often considered as causes of unemployment: 

(a) Excessive production of certain agricultural products said to result partly from 
exceptionally good harvests and partly from an increase in the amount of cultivated land due to 
faulty estimates of the demand, which is sometimes diminished by under-consumption, leading to 
inability to sell, to a decrease in the purchasing power of the rural population and consequently 
to a contraction of outlets for industrial products; 

(b) The maladjustment between the production of certain industrial products, such as raw 
materials and the industrial equipment, and the markets' power of absorption; 

(c) The alleged inelasticity in the links whereby effectively purchasing power, as expressed 
in currency and credit, is held by some to be connected with the world's availa):>le gold supply 
and to have been a factor in the unprecedented fall in world prices; 

(d) Lack of confidence which is often said to be the cause of an inadequate distribution 
of gold, of an imperfect circulation of capital and a restriction in the granting of credits and which 
by preventing the financing of countries which are in need of capital and the development of the 
purchasing power of consumers is said to have made it impossible to restrict the fall of world 
prices; 

(e) The fall in the price of silver which is said to have brought about a considerable decrease 
in the purchasing power of countries whose currency is based on that metal, a purchasing power 
already reduced by the political conditions in some of those countries; 

(/) Too high a cost of production in certain countries as a result of physical, geographical 
or other conditions; 

(g) The disturbances in international commerce caused not only by the development of 
new industrial areas but also by artificial barriers put in the way of international trade and by the 
difficulties said to be associated with the problem of political debts; 

(h) The difficulties in the way of adjusting movements of population to the possibilities of 
exploiting the resources of the world; . 

(i) The disorganisation of the labour market caused by the extra-rapid development of 
labour-saving machinery and of the process of rationalisation. 

JI. 

These various causes of unemployment, which are in some cases generally admitted and 
sometimes the subject of controversy, should be throughly studied with a view to bringing out their 
real importance as well as the importance of ~ethods suitable for . mitigating ~hem .. These 
investigations will be carried out by the I~te~ahon~ Labour Offic~ m co-operation With the 
League of Nations, experts and other organisations bemg consulted, 1f necessary, so .as to show 
in a systematic form the known elements and factors of unemployment. The Committee urges, 
however that the International Labour Organisation should immediately strive more than ever, 
with the 'help of the employers' and workers' organisations represented in it, to induce Governments 
to take all immediately practicable steps to preserve the world of labour from the consequences 
of unemployment. . 

The Committee therefore desires that the attention of Governments should be called With 
insistence to the following points: 

(a) The need for the organisation ?f the labo~r m~rket by p~blic employment. exchange 
services which should collaborate as effectively as possible m the drawmg up of systematic schemes 
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for the re-employment of th~ unemployed and _the re-adaptation, if necessary, of discharged 
workers to the technical reqmrements of production . . . 

(b) The need of developing existing syste~ of rehef and msurance agamst tot:U 
unemployment and short-time and the creation of msurance ~ystem~ where they are not yet m 
existence, with the means necessary to ensure that they are lmil?'ed1ately financed by ad~ances 
from the State every effort being made to adapt them to the essential needs of the workers w1thout 
interfering witb the re-employment of the workers in industries capable of activity either at home 
or abroad. . 

(c) Undertaking extensive public works of national utility in accordance W1th programmes 
previously drawn up and at the san1e t~~ e~pan~ng orders f~r supplies, s~ .a~ to counteract the 
effects of the temporary falling-off of actiVlty m pnvate enterpnse; the poss1bility of Governments 
coming to an agreement through the appropriat~ organs. of the I.eague of Nations with a view to 
joint execution of extensive public works of an mtematlonal character; 

(d) International ~a-operation which-~ make. possi~l~ the free ~ovem~nt and _placin~ of 
men in unexploited reg10ns capable of utilismg therr actlVlty, and W1th a Vlew to mcreasmg 
markets; 

(") The development. of suitable methods for ensuring co-operation among the different 
national economic systems. 

III. 

With regard to the measures to be taken on the subject of the length of the working. day or 
week and the remuneration of labour, in relation to unemployment, the Committee takes note of 
the fact that the representatives of the employers and workers hold different opinions at the 
present time. 

The representatives of the workers, while maintaining their demands in connection with the 
forty-hour week, ask for: 

(a) A reasonable shortening of the working day or week, taking into account the increase 
in output obtained by improved methods of production; 

(b) Seeking suitable means of. raising. the remuneration of labour in countries. where it is 
most inadequate at the present time with a view to eliminating_ one facwr of unfair competition 
and to increasing the consumptive capacity of certain markets, without neglecting. the development 
of social insurance which preserves a certain power of consumption to workers prevented from 
earning their living by causes beyond their control. · 

The employers consider; on the contrary, not only that the measures suggested by the workers 
would be of no avail, but that they would produce most serious disturbances. They are convinced, 
on-the other hand, that one of the essential measures to be adopted in the effort to restore economic 
equilibrium should be a reduction of the cost of production and· the expenses of distribution so· as
to enlarge markets by increasing the purchasing power of the whole body of consumers. 

As a result of this difference of opinion· the Committee invites the Office to pursue 
its investigations in order to lead at a later date, if possible, to a narrowing of the gap between the
two points of view and to positive action. 
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LEAGUE OF NATIONS 

COMMISSION OF ENQUIRY FOR EUROPEAN UNION. 

ECONOMIC DEPRESSION. 

Note by the Secretary-General: ,, 
:_ _The ~ecretary-General has the honour to communicate to the Members of the Commission 
a bnef revtew, P!epared by t~e Secre.tariat, of the world economic depression, with special reference 

'1io Europe. _Thts document 1S _submttted to the Commission in accordance with Resolution No. VI, 
a~opted at 1ts January meetmg, requesting the Secretariat to acquaint it at the May session 
wtth the first results of the work undertaken by the Economic and Financial Organisation on 
this subject. 

REPORT ON ENQUIRY INTO COURSE AND PHASES OF THE PRESENT 
ECONOMIC DEPRESSION. 

INTRODUCTORY NOTE. 

The Commission of Enquiry for European Union, at its last meeting, requested the Secretariat 
of the League of Nations to " acquaint it at the May session with the first results of the work 
undertaken by the Economic and Financial Organisation and the International Labour Oflice 
referred to in Resolution 16 of the eleventh Assembly ". 

The relevant passages of the resolution of the Assembly to which allusion is made read as 
follows: 

" The Assembly . . . resolves that the Economic and Financial Organisation 
of the League . . . should undertake the study of the course and phases of the present 
depression and the circumstances which led up to it, and for this purpose it should collect 
the information compiled by institutions already in existence in different countries, centralise 
such information and, where necessary, fill up any gaps that exist. 

" It also recommends that, in connection with these investigations, account should be 
taken of the results of the enquiry conducted by the International Labour Office into 
unemployment and the work of other competent international bodies on this subject, in order 
that the Economic and Financial Organisation, having collected all the available information, 
may examine at the right moment the advisability of international action, due regard being 
had to the economic, financial and demographic aspects of the labour problem, including 
the question of raw materials." 

In execution of this recommendation, the following action has been taken. A document 
setting out the plan of procedure proposed was submitted to and approved by both the Economic 
Committee and the Financial Committee. 

A meeting was held on March 2nd of representatives from a number of the national institutions 
alluded to above. At this meeting, the general plan or outline of the report to be prepared was 
agreed, and a number of the institutions jurther undertook to prepare brief special notes as 
material for this report. These notes areJ,to be drafted on an approved scheme, and should 
reach the Secretariat during the course of thej>resent month. The question will further be discussed 
by the Economic Consultative Committee when it meets. 

It is proposed to hold a further meeting of national institutes in the early summer and to 
submit a report to the Assembly in September next. 

S.d.N. 1,4os (F.) 1,28o (A.) s/31. Imp. KuodiJ. Seriee of LeB!lue of NBtione PubUc:atioJM 

VII. POLITICAL \ / 
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lt will be observed that the Economic and Financi~ Organis~tio~. according ~o t~~ last 
part of Resolution 1& of the Assembly quoted above, is to exa~me m~o the a~v1sabihty of 
international action concerning unemployment when all th~ availa~le mfor~ahon has ~een 
collected. In accordance with this instruction, the Economic Comrmttee decided. to cons1~er 
this question when the definitive report on the course and phases of the present economic depressiOn 

is ready. · · f ths t · h b In view of the fact that the final report will not be fims~ed o! some ~on ye , 1t . as een 
thought that the Commission of Enquiry for European Umon m1ght ~es1re to have la1d before 
it a brief preliminary note on certain aspects of the present depressiOn. It should be made 
clear that the attached note orr this subject is essentially preliminary in character, and has been 
drafted before either the study of the information available or the consultations envisaged have 
been completed. It has been draft~d, moreoyer, wit_h spec~al reference to European con~itions. 
The depression is, however, worldwide, and 1t was Impossible to confine the report stnctly to 
Europe. 

I. THE ECONOMIC SITUATION IN 1928. 

(a) Economic Progress up to I928. 

The war and the political changes and disturbances immediately following it affected in many 
ways the basic conditions of economic life. State debts had been enormously increased, new 
frontiers had be.en created. Russia had changed its economic and social system, the United 
States of America, from being a debtor, had become a credit or. nation, second in importance 
only to Great Britain. New industries had been built up in overseas countries, while in Europe · 
an enormous destruction of capital had taken place. These and other new conditions called 
for a profound readjustment of the whole economic life. The necessary adaptation was, to a 
large extent, effected during the first five or six years after the war, but it could not be completed 
in so brief a period of unsettled years. At the beginning of 1925, the monetary systems of a number 
of European countries were still disorganised. Inflation continued in some countries, while 
others pursued a more or less deliberate policy of deflation. But, in view of difficulties which 
had to be faced, the degree of " normalisation " and balance in economic life obtained by 1925 
or 1926 was perhaps more complete than might have been expected. 

Indeed, this period of recovery laid the foundations for a world economic progress of a 
rapidity which had perhaps never before been witnessed. In the three years 1925 to 1928, 
the output of foodstuffs and raw materials increased by 8 per cent and the quantum of world 
trade by about 15 per cent. It is probable that the output of manufactured good rose at least 
as fast as that of raw materials-i.e., 9 per cent. · 

The progress was especially rapid in Europe. The increase in the production of raw materials 
on that continent was second only to that of South America, while the production of raw materials 
and foodstuffs taken together advanced more rapidly in Europe than in North America, Africa or 
Asia. Further, there is reason to believe that the activity in manufacturing industries increased 
at a higher rate in Europe than in other continents. 

During these three years from 1925 to 1928, the readjustment of economic life to the new 
conditions continued. Almost all countries which had not already done so placed their currency 
?n a gold basis, thus eliminating violent exchange and price fluctuations. Equally important 
IS the fact that international capital and credit transactions on a commercial basis, as distinguished 
from State borrowings, reached large dimensions. British, American and French capital-to 
some extent also capital from Sweden, Switzerland and the Netherlands-flowed into the countries 
suffering from a shortage of capital on the Continent of Europe and elsewhere, making possible 
rapid ~eadjustment and reorganisation of industry and trade. In 1928, the net foreign lending 
of capital-exporting countries amounted to about $2,300 millions, of which a little more than 
4~ per cent went to Germany. Indeed, a casual observer of world economic conditions in 1928 

. m1ght well have come to the conclusion that everything was, if not well, at least improving rapidly, 
and t~t the p~ospects for the future were, in most countries at any rate, rather reassuring than 
otherwiSe. It IS true that unemployment figures were in most countries substantially higher 
than before the war, but this was partly due to more complete and reliable statistics; it was 
partly due to the first effects of the process of rationalising industry, though in some countries 
the causes were more profound. 

(b) Maladjustments in Production and Trade. 

~ut, in fact, ~he pos~tion w~ much_les~. stable and balanced than it appeared. It is quite 
possible tha~ the 1mpress~on of normahty was to a large extent due to the fact that certain 
of the readJustments whiCh new and profound changes in the structure of economic relations 
~ed ~or had not been made. Thus, so long as a tendency to partial !JVer-production is met by 
mcreasmg stocks the day ~~en a _tr?ublesome shift in production has to be made is put off. In 
the case of many com~od1hes th1s IS what happened, stocks growing to unusually high levels. 

~second factor ~h1ch helJ?Cd t? conceal the elements of maladjustment in 1928 is the fact 
that m several countnes, especmlly m the United States, business was enjoying a boom similar 
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to tho~ ex~enc~d d~ing pre-_war business cycles-e.g., in 1899 and 19o6. This boom e~ercised 
a certam ~tunulatmg influence m other countries. The maladjustments in industries producing 
raw mate_nals and manufactured goods did not make themselves fully felt so long as this state 
of exceptional demand lasted. 

It may be conv~nie~t to review, first, the maladjustments in the production of crude food 
products and to b~gm w~th cereals. Here a tendency to over-production was evident in 1928. 
:;upply tended ~o nse rapidly under the influence of several different factors. First, the technical 
rmprovements m th_e pro~uction of cereals in the last two decades, although not subject to so 
much newspaper discussiOn as the so-called rationalisation in manufacturing industries had 
been n«;~ do~bt of far-reaching importance. Farmers were better educated and used better m~thods 
of cultiva~on than be~ore the war. The quality of the plants and the methods of fertilisation 
had be~n unproved owmg to a more lavish and well-balanced use of artificial fertilisers. In many 
count!Ies the ~se of tracto~. motor-harrows and ploughs and combined harvester and threshing 
machines had mcreased rapidly. The number of tractors in the United States of America was 
almost trebled between 1920 and 1928 . 

. Th~ ~anges tended in certa~n cases to increase the output of cereals on land already under 
cultivation, m others to make possible and profitable the cultivation of new land. The shortening 
from 130 to 100 days of the period required for wheat to mature had moved the northern frontier 
?f wheat cultivation in Canada 200 miles north. Further, the cultivated area had already grown 
m the overseas countries during the war owing to the insistent demand from Europe. It is no 
wonder, therefore, that the output of cereals expanded rapidly in several of these countries. In 
Canada, the average for the years 1924 to 1928 was 433 million bushels, as against 197 million 
bushels in the period 1909 to 1913. In the Argentine, the corresponding figures were 250 and 147; 
·in Australia, 144 and 90, and in the United States of America, 841 and 69o million bushels. 
Although the production of other cereals grew less rapidly, the total output of all cereal foods 
was certainly increasing considerably faster than the world population. 

The tendency towards increased supply of cereals available for human consumption was 
strengthened by the fact that the number of horses in the world was reduced, their place being 
taken by motor-cars and tractors. Further, live-stock was fed relatively less on cereals and more 
on oil-cake, etc. · 

While production increased, for the reasons indicated, chiefly outside Europe, countries in 
Europe gradually restored their acreage under corn. After 1925, when the pressure made itself 
felt, tariffs, which at that date were generally lower than in 1913, were gradually raised, and in 
some cases export bounties were granted. These measures, which were intended principally to 
give economic assistance to the farmers, had the unfortunate effect of increasing output of the 
very goods-cereals-for which the tendency towards over-production was stronger than (or 
most other food products. 

During the period in question, not only supply but also demand did, of course, rise. Population 
continued to grow, although less rapidly than before the war. However, the consumption per 
head did not, on the average, increase. On the contrary, in the United States and several other 
countries the consumption of bread per individual declined as the standard of living rose and 
less muscular effort was needed in work. People needed less calories and could afford a more 
varied diet. According to a recent unofficial estimate,l which does not claim to be more than 
approximate, there was a reduction in wheat consumption per head between 1909-1913 and 
1925-1928 of 5 to 6 per cent in Germany and Great Britain, 10 to II per cent in France and 
over 14 per cent in the United States. 

The result of these changes was, as already indicated, a tendency to over-production of 
cereals. In 1928, this tendency was beginning to have its effects. Cereal prices were about as 
high in relation to the pre-war level as those of goods in general, but the trend of prices was 
downwards and stocks were rising. The good crop of 1928 brought the carry-over of wheat in 
December up to as much as 15.8 million tons, compared with 8.8 million tons three years earlier. 
Incomes of farmers naturally began to fall, which was all the more serious, as they had not, like 
incomes derived from manufacturing industries, been rapidly rising since the war. The financial 
position of many farmers was weak. In some countries money had been borrowed when its value 
was lower than in 1928, and in others the rate of interest was several times as high as before the 
war, two circumstances which contributed to weaken the financial position. 

The situation was quite different as regards ~nimal foodstuffs. Consu~pti?n of meat, butter, 
eggs and cheese grew rapidly as general purchasmg power rose. Production mcreased also, but 
it was less affected by technical changes and artificial stimuli than the output of cereals. Prices 

1 Bu/le/i11 o/lhl NtJiiOJUJl B11Mk of Czeckos/ovaki• (January 1931, Supplement). 
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in the 'period 1924 to 1928 we£(' relatively higher than for_ cereals, and the economic position of 
fanners in countries specialising in animal foods was relativel_y favourable. . . 

Sugar was subject to tendencies similar to those ?escnbed for cereals. Rapid tec~mc:'-1 
in1provements in countries producing cane sugar, especially Java, led to a great reduction. m 
costs and an increase of output to almost double the pre-~ar ~gures. In ~any European co'!lltnes, 
beet-sugar production became unprofitable, ~ut was mamtau~ed ~y var10us fom!s of duties ~nd 
State subsidies. The tendency to over-productiOn was very o_bvlOus_n_l 192~, an~ pnce~ were f~mg. 

Among the leading colonial products, tea held a special position, 1ts pnce bemg relatively 
high in spite of a substantial increase in production. For cocoa and coffee, on the other hand, 
the tendency ·towards over-production was strong and prices showed a downward trend. Coffee 
stocks were accumulating rapidly, and the outlook for countries dependent largely on the coffee 
crop was clearly unfavourable. 

Table I. - Stocks of Certain Staple Food Products. 

Commodity 1. 1924 192.5 1927 

. 

Wheat 1 (bushels, ooo,ooo's) . . 192.2 139·3 145-7 181.1 227-5 
Sugar I (long tons, ooo's) . . . 2,708 8 3,709 3 3.634 4,062 4.271 
Coffee I (bags, ooo's) . . . . . 9.663 • 9.547 10,901 18,388 18,723 I 

1 August 1st. · 
t January 1st of following year. 
• Exclusive of interior stocks in Cuba. 
• July 1g24. 
• Including s8s,ooo bags in the interior of Rio de Janeiro. Figures for stocks in this district were not available 

for earlier dates. 

Sowcu: Wheat, "Wheat Studies", Stanford University. 
Sugar and Coffee, London and Cam!>rldge Economic Service. 

Thus, it would appear that tendencies towards over-production of cereals, sugar and cert11in 
colonial foods were evident, especially after the good harvest of 1928. 

In the case of raw materials, the position was less clear. In many countries at any rate-the 
United States may be an exception-the prices of raw materials had been relatively low compared 
with those of manufactured goods during the whole period since the post-war slump of 192o-21. 
During the years immediately preceding 1928, however, this price discrepancy has been reduced. 
If for the majority of the producers of raw materials prices covered the costs of production, this 
price discrepancy would constirute no proof of over-production. Moreover, the reduction in the 
discrepancy would suggest that, in so far as it was an indication at all, the risk of over-production 
was gradually diminishing up to about the end of 1928. However, in the light of the subsequent 
experience it is evident that, for certain raw materials, there was already a tendency for production 
to exceed the demand. The following table showing the growth of stocks illustrates the tendency 
towards over-production which existed in certain cases. 

Table II. - Stocks of Certain Staple Raw Materials.l 

Commodity 1924 192.5 

Lead 1 (long tons, ooo's) . • . 78 93 
Rubber 1 (long tons, ooo's) • . 181 182 
Cotton (bales, ooo's) • . • . • 2,758 3.274 

1 lad and rubber: end of year. Cotton: atocb on August ut. 
1 United Statea of America. 
1 Total aupply outside plantationo. 

II3 
259 

5.440 

Suwu: London and Cambridge Economic Servi<:e, Special Memorandum No. 32. 

1927 

139 144 
272 239 

7·471 . 5,015 

~e increase in output and stocks of these raw materials was accompanied by a fall in price. 
Even m the case of some raw.materials which did not fall in price, there may have been some 
~dency tow~rds ov~-product10n. ~ad this not been so, prices of raw materials might have been 

pected to nse dunng the boom penod. It seems impossible to escape the conclusion that in 
respect of the production of certain raw materials, as also of certain crude food products, fo;ces 
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were at work-forces which .had very li~tle to do with the disturbances caused by the war-which 
were bound to create a senous maladJustment as soon as the policy of increasing stocks broke 
down. 

Table III. - World Smelter Production. 

(Metric tons, ooo'a omitted.) 

Commodity 1· 1926 

Copper. . . . . . . . . . . 1,418 1,485 1,551 1,756 1,981 
Tin . . . . . . . . . . . . 150 152 163 185 195 
Lead. . . . . . . . . . . . 1,56o . 1,654 1,760 1.755 1,802 
Spelter . . . . . . . . . . . 1,133 1,219 1,307 1,406 1,459 

Source: League of Nations, SlatO.tic!Jl Year-BooR. 

The maladjustment in the manufacturing industries was of a somewhat different nature. 
!t, too! was obscured by the business boom. Technical changes were taking place rapidly, 
mcreasmg the capacity of production in almost aU lines of industry and calling for a deep-going 
readjustment. It is now evident that this readjustment-e.g., the necessary transfer of labour 
from one industry to another or the closing down of obsolete and superfluous factories-was 
only partly carried out. 

To the surplus capacity in certain manufacturing industries, due to the above-mentioned 
circumstances, must be added one of another sort if a true account is to be given of the situation 
in 1928. The establishment of new national frontiers and tariff barriers after the war had made 
it difficult or impossible for many manufacturing firms to sell in their former markets. In all 
European industrial countries certain industries were left with a surplus capacity due to the 
erection of new tariffs and the raising of the old ones. . 

A similar development took place already during the war as between Europe and the overseas 
countries and continued afterwards. Cut off from European supplies, these countries developed 
their own manufacturing industries, and demand for European goods was thereby restricted .. 
This was felt, above aU, by Great Britain, which had organised its industry for a large export to 
these countries. Even by 1928, complete adjustment to these new conditions had not been 
accomplished. 

Finally, a maladjustment in the relation of the price and wage-levels in certain countries to 
those in other countries still existed. Thus, Great Britain and Italy had returned to the gold 
standard at a somewhat higher rate than that which corresponded to their interior price- and wage
levels. The corresponding deflation of domestic values proceeded very slowly, and does not seem 
to have been finished in 1928. On the other hand, domestic prices and wages in France and Belgium 
were still relatively low, expressed in gold. 

In view of these circumstances, and the lack of balance which they reflect, any factors tending 
to weaken the force of general industrial activity might be expected to have a more far-reaching 
effect than they would have had in a better balanced economy. 

II. THE TURN oF THE BusiNEss CYcLE IN 1929. 

Profound changes in the technique of production, in commercial policy or in the politico
economic structure are usually regarded as being of a different kind from those which are involved 
in the so-called business cycle-i.e., the recurrence at fairly regular intervals of alternating periods 
of prosperity and depression. A failure to adapt industry and trade to the former changes is, 
therefore, often called " structural maladjustment " as distinguished from the maladjustments 
arising out of the business cycle, with its recurrent booms and depressions. As indicated above, 
tendencies towards a structural maladjustment had been at work during the years immediately 
preceding 1929-in some cases they date from many years back-but their existence had to some 
extent been concealed or forgotten, and their effects partly offset by the business cycle boom 
in the United States and elsewhere, which exercised a stimulating influence on the world economic 
situation in general. It is natural that the tum of the business cycle and the beginning .of a 
business cycle depression should open the doors for the delayed effects of the structural maladJust
ment. This is what happened in 1929 and 1930. 

Not all countries experienced a clearly marked business cycle. The boom was accompanied 
by-perhaps partly caused by-a great e:cpansi~n of credi~. Many c~mntries succeeded in ~ping 
the extreme speculation which was expenence~ m the Umted States m 1928-29. Further, m some 
countries unfavourable circumstances, of which some have been ment10ned above, had been so 
potent that the upward swing of business was restrained or retarded. In other countries-for 
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· ·n Gennan and Finland-a falling off i':l business h~d "!ade itse.lf felt in !he beginn~ng 
mstance, I ei und~r the influence of credit strmgency; while, m certam countries produc~ng 
ofdi928• Iartr~ Ycrude food products and raw materials, business in general felt the depressmg an expo mg . . . d 
effects of tile heavy drop m the pnces of the1r export goo s. 

It was in the early autumn of 1929 that the decisive turn came when the boom broke in the 
United States and gave place to a severe depression. Up to that .time wo~l~ trade and probably 
world production was expanding; since then they have been rap1dly declmmg. 

THE VALUE OF THE INTERNATIONAL TRADE OF FoRTY-FIVE COUNTRIES. 
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It is neither possible nor nec~ary to enter here upon a discussion of the various opinions 
held about the causes of the recurrence of business cycles in general or of the explanation of the turn 
of the cycle in the United States in 1929. It is more important at the moment to consider, not 
why a business depression followed upon the boom, but why that depression should be as intense 
and widespread as it is. 

The answer to this question is partly given above: A delayed adjustment to the new structural 
conditions had to be made. Moreover, the existence of a profound structural maladjustment 
made the situation unstable and lessened the power of resistance to disturbing and depressing 
tendencies, more or less connected with the business cycle. An account of the course of events 
will bring this out more clearly. · 

During the twelve months before the crash on the New York stock market in October 1929, 
speculation in shares and real estate was growing more and more intense. Attempts by the 
Federal Reserve authorities to stop it failed. Money rates on the New York money market rose 
to exceptional heights. In the first nine months of 1929, call-loan rates averaged 8 to 9 per cent. 
They rose on occasion as high as 20 per cent. As a consequence, American lending abroad began 
to fall off and some of the money invested in other countries was called back. At the same time, 
European funds were transferred to New York, in order to profit from the high interest rates or 
t~ take part in the speculation. Money markets in Europe and elsewhere became stringent, 
diSCOunt rates.were raised and credit in general was restricted. The effects were, of course, felt 
most seyerely ~n the borr~ng countr.ies, which had adapted their economic life and international 
econom1c relatiOns to an m.flow of foreign capital that was now suddenly checked. Unfortunately, 
a number of these borrowing countries-the Argentine, Brazil, Australia, Hungary, Roumania 
and others-wer~ largely exporters of those food products, the prices of which had in previous 
months been subJect to a heavy decline. Thus, in these countries, the supply of foreign exchange 
fell off for a double reason, and great difficulties in balancing their international accounts arose. 
The effects of the consequent credit restriction was that large stocks of staple commodities, such 
aa coff~, wh.eat, etc., ~ere thr~ on the market. Potential buyers, however, under the influence 
of fallmg_ pnces, rest!lcted cred1t, and falling stock markets were reluctant to buy, thus further 
aggravating the fall m the prices of crude food products. 
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Table IV. - World Market Prices of Crude Food Products. 

Commodity 

- . 
- September 1929 

• Wheat 1. . . . . . . . . . 128 7/a 
Maize 1 . . . . . . . . . . 36s. xd. 
Coffee 3 . . . . . . . . . . 16% 

' Winter in Chicago, cents per 6o lb. 
1 Y~llow PJa_te in Liverpool, shillings and pence per 48o lb. 
1 Rio No. 7 m New York, cents per lb. 

Beginning of month 

I December 1929 

124 
29S- 6d . 
IO% 

Souru: l111MIItlliorJtJI Year-Boolt of.Afriet<llurtJI SIIJtislics, 1929-30, Rome. 

I March 19JO 

I()() 
24s . 
xo% 

At the same time, the situation of manufacturing industries grew worse with the advance 
?f the business cycle depression, in part~cular, after the crash on the New York Stock Exchange 
m October 1929. As always happens m such cases, traders and manufacturers reduced their 
pu~chases ?f raw materials, preferring to lower their stocks and buy only from hand to mouth. 
Th1s curtailment of demand naturally led to a fall in the prices of raw materials also, which 
beca~e all the more severe as a result of the widespread uncertainty and pessimism which 
prevailed. 

Table V.- World Markel Prices of Certain Raw Materials. 

Commodity 

Copper 1 {standard cash). . • • . • • . . 
Tin 1 (standard cash) . . . • • . . . . . 
Lead 1 (soft foreign loco) . . . • . • . . 
Wool 1 (tops, English carded, so's average) 
Rubber 1 (standard ribbed smoked sheet) . 

' I. per long ton, London. 
1 Pence per lb. 
Souru-Kommersulla Metldelallden, Stockholm. 

. . . 

. . . 

. . . . . . . . . 

I September December 
1929 1929 

75-4 68.4 
204·9 179·5 
2J.6 21.5 
25.1 23-9 
10.5 7·9 

March 
1930 

69·3 
x6s.o 
18.8 
x8.6 
7·5 

The mutual actions and reactions of the so-called structural maladjustments and the business 
cycle recession on one another are difficult to ascertain, but events would appear to have taken 
some such course as the following. A partial over-production of certain crude food products 
-wheat, coffee, etc.-led to a drop in their prices and in the incomes of many overseas and Eastern 
European countries towards the end of 1928 and in the following year. So long as considerable 
expansion of business and incomes took place in the manufacturing countries at the same time, 
the world price-level was largely maintained. When, however, incomes in the United States 
and several other manufacturing countries began to decline rapidly, the offsetting tendency 
disappeared, . Consequently, the expected world income was reduced both in agriculture and 
in manufacturing industries. Potential buyers acted on the assumption that they would have 
less purchasing power than usual in the near future and restricted their purchases. In that 
way, the surprisingly heavy decline of the general price-level became possible. As it proceeded, 
not only crude food products but also most raw materials fell rapidly in price. Demand for 
raw products falls off more than consumption during the first period of a depression, as manufac
turers and middlemen are anxious to reduce their stocks. Owing to this price reduction, the 
incomes of primary producers further declined. 

The prices of manufactured commodities sank less rapidly, and in consequence, the incomes 
of the producers of primary commodities declined more rapidly than those of industrial communities 
-for instance, in Western Europe. The latter, however, could not but feel the effects of a reduced 
demand from countries dependent upon the sales of primary products. Output of manufactured 
goods was reduced and unemployment grew to appalling figures. 

This difference between the rate of the fall in prices of primary commodities and of manufac
tured articles respectively is a common characteristic i>f all economic depressions, and is due, 
amongst other reasons partly to the fact that larger stocks of raw materials than of manufactured 
articles are normally h~ld, and partly to the fact that the agriculturist cannot curtail his production· 
so rapidly as can the industrialist. · 

It is probable that some business recession would have come in 1929 and 1930, even had 
there been no structural maladjustments ot the sort described above. On the other hand, even 
in the absence of a business cycle, a difficult and troublesome readjustment. to the_ new conditions 
of technique, demand, tariffs, etc., would have had to take place, and th1s readjustment would 
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have adversely affected business conditions~ most co~tries, at least in. 1929 and 193?· It was 
th · ultaneous _ occurrence of the two kmds of disturbance to which the seventy of the 
dee =on must be largely attributed. Facts of particular importance would seem t~ be that 
infemational capital movements were completely changed in 1929, and th~t th~ coun~nes most 
sensitive to this change were those which suffered most from the drop m pnce of Important 

commodities. h · •t bl t f th While a severe depression in 1930 would seem to have been t e m~VI a. e ou come o ~e 
circumstances, it does not follow that a decline in the wholesale commodity pnce level to anythmg 
like the actual figures was inevitable. • 

Table VI. - The Wholesale-Price Level in Certain Countries. 
(1913 = xoo). 

Country 

United Kingdom (Board of Trade) ..... 
United States of America (Bureau of Labour 

Statistics. . . 
Germany {official). 
France (official). . .- . . . 

Sovru: League of Nations MOfllhly Bullelit1 of Statistics. 

1928 1930 

140·3 Il9·5 

140.0 123.6 
140.0 124.6 
126.3 108.7 

I February 1931 

xo6.2 

108.1 
II4.0 
97·8 

The reasons for this unusually severe drop in prices, which has undoubtedly aggravated 
the crisis, will be discussed subsequently. Before that, however, it may be well to give a brief 
account of the actual characteristics of the development in 1930 and 1931. 

IJI. AN ACCOUNT OF THE DEPRESSION. 

(a) Production, Trade, etc. 
In the autunm of 1929, many competent observers expected the depression to be of short 

duration. At one time in the spring of 1930 there seemed to be indications tha~ this expectation 
would be fulfilled. In manufacturing industries in the United States of America there was a 
substantial revival, which exceeded the ordinary seasonal recovery. This recovery, however, 
was short-lived, and the degression gathered new strength in the latter half of 1930. The seasonal 
recovery in the spring of 1931 has been rather less than usual. In other words, production and 
price curves-after elimination of seasonal variations-have continued downwards, although 
the rate of decline was considerably checked towards the end of 1930 and the beginning of the 
present year. It is, however, too early to judge whether this slackening of the pace is due to 
seasonal influences or for any other reasons is a temporary phenomenon. 

The following table shows the quarterly movement of the -volume of production in manu
facturing industries in some important countries. 

Table VII. - General Indices of Production. 
(1928 = 100.) 

1929 

Countries 

I I I I II III IV I 

France (Statistique generale) . . xo8 IIO 109 II2 IIJ 
Germany (Institut fiir Konjunktur-

forschung) . . . . . . . . . 95 109 103 IOO 93 United Kingdom (London and 
Cambridge Economic Service) xo6 xo8 xo6 II2 107 

United States of America (Federal 
Reserve Board) . . . . . . 107 II2 III g8 95 

1930 

I II I III I IV 

IIJ .xog xo6 

89 So 75 

98 88 go 

93 83 76 

The red~ction in world. trade is illustrated by the chart shown above. Different parts of the 
world an~ di~erent countr!es have, of course, been very differently affected. As was to be 
expected m VIew of the pnce movements. which have been described, ·countries producing crude 
vegeta~le food products and raw matenals seem to have suffered more than manufacturing 
countnes .. Consequently, Europe ~as felt t~e depression less than other parts of the world. During 
the first m~e months of 1930, the mtematlonal trade of European countries fell short of the figure 
tu~he previous ~ear by_ 12 per cent, whereas the reduction in the international trade of extra
h opean countnes declined by 23 per cent. In the last quarter of the year the new reduction was 

owever, of the same relative proportions in Europe as elsewhere. . · ' 
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YP to that time, ~uro~ industrial countries were suffering largely from the secondary 
reactio~s o~ the deprc;ss1_on w¥cb at first affected more directly other parts of the world. As the 
depression mcreased m mtens1ty, however, its effects became cumulative and the demand for 
manufactured goods, not only by producers of primary commodities, but also by the industrial 
~tates themselve~, gradually fell off. As prices of manufactured goods have fallen relatively 
litt~e .compared With a _drop of 40 to so per cent in most primary products, Europe evidently is in a 
position to exchange Its manufactured goods against raw materials and crude food products at 
much more favourable _terms than before the depression. To pay for a given quantity of the latter, 
a mn<;h sm~er qu~tity of manufactures has to be exported. It is highly significant that the 
qu~hty of Imports m European countries in 1930 seems to have been almost as large as in the 
previous year, whereas. the qul!-ntity of exports. was probl!-bly about 10 per cent smaller. As between 
~uropean manufactunng nations and countries exportmg cereals and raw materials, the change 
~ the .terms of trade to the ad':'antage of the former is something like twice this figure. To a not 
mcons1derable extent the reduction of output in European manufacturing industries, and the conse
quent unemployment, corresponds to the decline in the quantity of such goods which Europe 
must send to other parts of the world to pay for imported food products and raw materials. 

That, at any rate, the industrial countries of Europe have not been so seriously affected 
as most of ~~e rest of th~ world is corroborated by a closer analysis of the trade in different groups 
of commoditle;;. A~cordmg to the somewhat inadequate date available, the reduction in the volume 
o{ raw matenals 1mported would seem to be considerably greater in extra-European than in 
European countries, which indicates a greater reduction of manufacturing activities m the former. 
Equally significant is the fact that the European exports of manufactured goods to European 
countries has detlined comparatively little in 1930, whereas the export to other countries has 
fallen heavily. . 

Those European countries, however, whose economic forces are mainly devoted to the 
production of cereals have felt the full brunt of the depression and, in the majority of industrial 
States, there has been an unprecedented falling off in effective employment. 

Table VIII. - Unemployment in Germany, Italy and the United Kingdom. 

(ooo's omitted). 

Country 1929. 19]0, 19JI, 
February Febru..ry February . 

Germanyl . . . . . . . . . . . . 3.oso 3.366 4·972 
ltaly1 . . . . . . . . . . . . . . sos 483 792 
United Kingdom 8 • . . . . . . 1,454 1,583 2,697 

I Number of unemployed re<:istered. 
• Number of unemployed registered (totally and partially unemployed). 
• Compulsorily insured workers, wholly or partially unemployed. 

Sowrc•: League of Nations M<nUIUy Bulkti• of Slalistir•. 

In studying such figures, one must bear in mind that, for m~ny reasons •. they a~e 
not internationally comparable; they should be used rather for a companson of the s1tuahon m 
the same country at different times. A study of figures from which seasonal variations have been 
eliminated shows that unemployment increased rapidly in the last quarter of 1930 and did not 
decline in the first quarter of 1931. 

Even if it were possible to compare the national unemployment figures, they would give .no 
certain indication of the relative severity of the crisis in different countries. The number of workmg 
hours per week has been reduced far mo~e in certain countries than in oth~rs. F~rther, even if 
complete and reliable figures ~or s~ort bme and unempl~yment were available, 1t wo~ld be a 
mistake to suppose that countnes With low figures necessarily suffer less from the depression than 
others. On the contrary, the national income in manufacturing countries has dropped much less 
than in cereal-producing countries, many of which have little unemployment. 

It would fall outside the scope of this review to analyse the position of the different industries. 
Some of them are naturally more depressed than others. In 1929 and the first half of 1930, industries 
manufacturing producers' goods--iron and steel, machines, building materials, etc.--seem to have 
reduced output less than those producing consumers' goods. Especially in the textile industry, 
prices and output declined rapidly. After the summer of 1930, the tendency has, however, reversed, 
and the output of producers' goods has fallen off more tha~ that of consum~rs· goods. This may be 
partly due to the fact that, in the first half of 1930 •. retailers reduced their purchases more than 
their sales in order to diminish stocks. From the third to the fourth quarter of 1930, the volu~e 
of production in the iron and steel industry of the world declined by about one-sev~nth. Th1s 
development is probably, to a large extent, due to t~e !act. that the vol~me of real mves~me~t 
kept up fairly well in the firs~ half of the ye~r; the build1~g mdustry, for mstance, was active m 
many countries. Later, when mvestments dec1ded upon earlier.had bee~ completed and few new ones 
were started, the production of capital goods naturally declined rapidly. The development was 
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not of course the same in all countries. The mechanical engineering industry in a country like 
the' United St~tes, where the boom expansion was great, has reduced its output in ~930 to half 
the 1929 figure. In Great Britain, the reduction was probably only about 10 per cent, m Germany 
about 15 per cent, whereas in France it maintained about the same level of production in 1930 
as during the previous year. Similarly, the manufacture of motor cars has declined much more 
in the United States than in Europe-namely, by 37 per cent as against II per cent. The reduction 
was greater in Germany and Italy than in Great Britain and France. Among industries which 
increased their output during 1930 is shipbuilding; the total tonnage of ships over 100 tons launched 
rose by 3·4 per cent. In Europe, the tonnage launched was the same as in 1929. It seems certain, 
however, that it will decline heavily in 1931. In the beginning of that year the capacity of 
British wharfs was utilised only to 25 per cent. The world tonnage under construction sank 
from 3·3 million tons measurement at the end of the first quarter of 1930 to 2 million tons at the 
end of March last. 

The violence of the crisis is clearly reflected in the Stock Exchange quotations. The level of 
shares in general fell from the various maxima reached in 1928-29 by the following percentages 
in the countries shown in the following table. It should be noted that, in several countries, the 
decline started as early as 1928. 

Table IX. - Percentage Reduction in Indices of Stock Exchange Securities. 

United States . United Kingdom France Germany . 
From September 1929 From January 1929 From February 1929 From June 1928 

to December 1930 to December 1930 to December 1930 to December 1930 

Per cent Per cent Per cent Per cent 

52.8 33·6 36·3 47·3 

Sweden Switzerland Netherlands 

From July 1929 From September 1928 From March 1929 
to December 1930 to December 1930 to December 1930 

Per cent Per cent Per cent 
29-3 30·7 52 

S.ourus: France: StatulsqiU ginlrale. 

Other countries: League of Nations Monthly Bulktin of Statistics. 

!he st~ks of st:'-pl~ commodities reflect at once one of the causal factors of the depression 
and 1ts graVIty. As mc!fcated above, stocks of many commodities were exceptionally high before 
the autu~Il!l of 1929. Sm~ the!!, the all-round decline in effective demand has been greater than 
the reduction of supply-m sp1te of a bad harvest of some cereals in 192~0 that stocks have 
been rising to still higher levels,_as shown by the table below . 

. Table X.- Stocks of Staple Commodities 1 (Beginning of Month). 

July January July January M~rch 
19-9 1930 1930 1931 1931 

I 

Cotton 1 (1,000 bales) . • • . . . 3,096 3,622 4.970 6.471 6,787 8 
Copper 1 (1,000 long tons). ·. . . 315 401 522 535 519 
Spelter (1,000 long tons). . . . . 34 73 109 140 142 
Rubber' (1,000 long tons). . . . 299 383 430 SII 533 Sugar (1,000 long tons). • . . • 4-779 5.473 6,156 6,877 7.573 Coffee (1,000 bags) • • • . . . 14,259 25,063 28.424 29,309 28,459 
Nitrate (1,000 long tons) • . . . 1,653 2,516 2,249 - -Wheat (1,000 metric tons) . . . 13,803 6 15,708 11,209 16,373 -

I Exce;>t an the ca.oe of augar aud coffee the · •L'- tabl yean in Tablet 11 aud Ill. • tenet 1n """' e are not as complete as those shown for previous 

: i==: oupply ~ly corrected, exclu•ive of European and Asiatic mill stocks. 
• . oupply outs•t~,e hando of conoume~~~, 1- Japan otocks. 

Eotimate of world o atocks by Rubber Gr<>wen' •--oc1'at1•0 n 
1 Eud of September. ' """ ' · 
• Provioiooa.J. 

.. ___ ,_s.nwu, :London and Cambridge Economic Service. F ........... J8tb, 19jl. orWbeat: Woch•nbwiclltde~lnstituls tar Ko11j1.,.~turfors&Au11 g, 
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These figur~ cover only t~e so-called visible stocks and do not include stocks in the hands 
?f pro~ucers. It ts almost certam that the latter have been much reduced, but by how much it is 
tmpo~tble to sa:y. For manufact~red g~s. even less complete figures are available. It seems 
practically certam, ~ow~ver, ~at mvent?nes of such goods in the hands of the retail trade have 
fallen off. The decline m n:ta~ st~ks 1S of ~at importance and should tend substantially to 
strengthen the whole ec~momtc sttuabo~; for, while ~ese stocks were being reduced, the community 
as a w~ole was consummg more than tt was producmg of certain goods, and in other cases visible 
stocks m the hands of whol~alers ~ended to increase. Owing to the consequent weakening of its 
demand for further production, pnces and employment naturally fell off. Once, however, retail 
stocks have been brought down to their irreducible minimum, this cause of a reduction in demand 
for new products must disappear and prices should be steadied. Once the decline in prices has 
stopped and ~e retail~r feels him~elf justified in raising his stocks again to more normal dimensions, 
a temporary mcrease m demand tn excess of consumption is to be anticipated. 

(b) The Development of Prices. 

The violent reduction of wholesale prices during the last two years has come as a surprise to 
most economic authorities. As prices rose very little during the upward swing of the business 
cycle, and in some countries even declined, they were led to expect only a moderate price decline 
during the downward swing. This expectation, unfortunately, was not realised. The heavy 
drop in the wholesale-price indices has been shown in Table VI above. 

Of foodstuff prices, those of cereals have dropped much more than those of animal foods. 
Since the summer of 1929, the price of Canadian wheat has declined almost 6o per cent. The 
prices of rice and coffee have fallen by about 50 per cent. As many foodstuff prices began to 
decline rapidly as early as 1928, the reduction since that year has been even greater. In Great 
Britain, the whole group of food prices has declined by one-third, in spite of the fact that prices 
of animal foods, like butter, eggs and cheese, have been fairly well maintained. The price of Danish 
butter in March 1931 was onl] 23 per cent below the 1928 average. 

But, when discussing food prices, the fact should not be overlooked that world market prices 
are not at all representative of conditions in most countries, owing to high and-in recent years
rapidly rising import duties on grain. In several European countries the prices of cereals in 1930 
were almost as high as in the preceding year. The average price at which wheat has been sold by 
farmers in many countries on the European continent-but not, of course, in Eastern European 
countries-has probably not declined more than the prices of animal foods. The cereal-exporting 
countries have thus suffered both absolutely and relatively. 

On the world markets, the prices of raw materials have shown a movement similar to that 
of vegetable foods. Prices of cotton, raw silk, wool, jute, rubber, hides, tin and copper have all 
dropped to about one-half those ruling two years ago. The important exceptions are coal and 
iron and steel. British coal (best large steam D.C.B., Newcastle) was quoted at 13s. 6d. per long 
ton in 1928, xss. in 1929, and 13s. 2d. in the first quarter of 1931. British pig-iron has delined 
by about 20 per cent since 1929, while in the United States and Germany the prices have declined . 
only about xo per cent. In certain cases, the fact that the prices of some of these commodities, 
whlch during the depressions in the last two decades of the nineteenth century used to show 
reductions of 40 to 50 per cent, have declined relatively so little is largely due to the influence of 
agreements between producers. In others, such as coal, a contributing factor is that prices were 
already very low in 1928. 

- The effects of price regulation by producers is seen very clearly in Germany, where the prices 
of those raw materials and semi-manufactured goods which are more or less independent of world 
market prices dropped only abou~ ~~ per cent from the autumn of. 1929 to ~he end of 1930, whereas 
prices governed by world competltlon fell about 32 per cent. While the pnces of the former group 
were more than 20 per cent over the X913 level towards the end of 1930, prices of the latter group 
were 15 per cent below that level. 

Wholesale prices of raw materials have, as usual in periods of depression, dropped more than 
those of finished goods. In this respect, however, conditions vary a great deal from country to 
country. In Germany, the ~rices of consu~ers' goods fell 16 per cent from the autumn of 1929, 
and the prices of correspondmg raw matenals 45 per cent. In Sweden and Denmark, on the other 
hand, the prices of finished good~ seem to have declined almost as much as those of r~w ma~erials. 
Other countries show figures lymg between these two extremes. In several countries, pnces of 
semi-finished goods have dropped more than those of raw materials. 

Price agreements between producer~ are also partly responsible for. the fact that the p~ices 
of goods which are not subject to international trade have fallen less than tmport and export pnces. 

Retail prices have lagged somewhat behind wholes~e J?rices. A ~op in. the. latter does not 
usually, at least not in the first instance, lead to a reduction m the retail margm-t.e., the sum the 
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retailer requires in payment for his services: T~us, the perc~ntage drop in retail prices ~ sm~er 
than in wholesale prices. Further, th~ retail pnce at a certam ~ate refers ~o a commodi.ty wh1ch 
is purchased by the retailer at an earher date ~hen wholes~e pnces w_ere h1g:her. The;e 1s also an 
element of monopoly in the position of a retail trader wh~ch makes _1t poss1?le f?r.h1m to profit 
from the conservatism of his customers. In food-export1ng countnes, retail pnces of foodstuffs 
have declined 15 to 20 per cent; in H_ungary and Bull?aria, as mu?h as 25_per ce~t from th~ I929 
average level. Elsewhere, the reduction has been a httle less, ch1efly owmg to mcreased rmport 
duties. 

The shrinking of the volume of international trade has, -of course, meant a falling off in the 
demand for tonnage and brought about a considerable decline in fr.eight rates. The Economist's 
index number, which lay, on an average, a little under 100 in 1928, was approximately 8o in I930. 

Nominal wages of manufacturing workers have remained almost unchanged in most countries. 
In Great Britain, the index number shows a drop of 2 per cent. In the United States of America, 
average weekly earnings had declined by about IO per cent by January 1931; the reduction in 
nominal wage rates has, of course, been less. In Germany, where wages rose rap1dly between 1926 
and 1929, the reduction has since been small. The wage-index for industries produci~g capital 
goods rose by about 26 per cent from January 1st, 1927, to January Ist, 1930, and declmed only 
about I per cent in I9JO. In industries producing consumers' goods and in transportation there has, 
according to the statistics available, been no reduction at all. Even in countries where the greatest 
reductions have taken place, they have not completely offset the fall in the cost · of 
living. Consequently, real wage rates of the employed workers have been rising, although probably 
a little less than the figures indicate, as in some cases wage reductions are not reflected in the wage 
statistics .. In the spring of I93I, the tendency towards wage cuts seems to be gaining strength 
in several countries. 

The influence on prices of the rapid growth in the output of certain classes of products is, 
however, only one aspect of the situation. Some reference must also be made to the monetary 
aspects of the problem, although it is not proposed on this occasion to do more than to refer 
to them briefly. A study of the forces or of the policies which have influenced the monetary 
situation in recent years could not be adequately given within the limits of this brief note. The 
effect of these forces is, however, largely reflected in the movements of discount rates, which 
themselves have influenced the movements of capital and the opportunities for profitable 
investment. · 

In the latter half of 1928, there was a general tendency for money rates to rise in the more 
important markets of the world, a tendency which was steadily maintained throughout the 
whole course of 1929 up to the Stock Exchange crash in New York in the autumn of that year. 
In London and Amsterdam the rates were raised from 4 Yz to 5 Yz per cent in February and March 
1929 respectively. The German rate went up to 7Yz per cent in April. In August, the Federal 
Reserve Bank of New York raised its rate from 5 to 6 per cent, and in the next month the Bank 
of England raised its rate to 6Yz per cent. Then came the stock market crisis in New York. 
Immediately afterwards, the New York rate was reduced, and Central Banks in other countries 
followed suit. Since then, discount rates have been lowered several times":in'~'most countries, 
~d in the spring of 1931 have reached an unusually low level-in Paris and· Zurich, 2 per cent, 
m New York IYz per cent. Other rates have fallen simultaneously. Commercial paper rates have 
dropped to about I per cent in Amsterdam and Zurich, I Yz per cent in New York, 2 per cent in Paris 
and 2 to ~Yz ~r cent in London. In Berlin, the rate fell to 3 per cent in the summer of 1930, 
bu~ has smce nsen to 5 per cent. Interest rates on long-term loans have declined much less. 
It JS one of the characteristics of the present situation on the capital market that the lack of 
confidence makes capitalists unwilling to invest their money on long terms-e.g., to buy bonds
and cre~tes a preference for keeping it on the money market or as bank deposits. Nevertheless, 
bon~ YJelds ha_ve declined su}?stantially or by Yz to I per cent since the autumn of 1929 in the 
leading countnes, and the interest to be paid on bank loans has dropped in proportion. 

Many financial authorities hold the opinion that this easing of the capital market has been 
too small to enable all cun;cnt savings to be dema.nded by borrowers. 

The incentive to borrow and invest during periods of falling prices and depression is, of 
course, very much less than at other times. If the total of current savings is to be lent and 
used for real investment, it must be offered on considerably cheaper terms than usual, though 
even t~e lowest rates .~ay ~ail to produce the desired result. It the rates are not sufficiently 
attract1v~, or t~e anbc1pabon of the future fall in prices checks enterprise despite low rates, 
these savmgs will no~ all be used, the total purchasing power will decline and the price-level wilt 
drop. It seems not 1n1probable that the whole of the last eighteen months has been characterised 
by such a lack of balance between savings and investments, a lack of balance which must 
strengthen the tendency towards a reduction of the general commodity price-level. 

f . One reason wh~ long-term interest rates have been falling so slowly is no d~ubt the conservatism 
0 

1~estors, who, m the last decade, have been used to obtaining a certain net yield and are 
~ hortnt to accept much less, preferring for a time to hold their money as bank deposits or on 

& -term money market. 
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Investors have also been influenced by unsettled political conditions, which have tended 
~o stren~hen the other forces _already mentioned, contributing towards a contraction of the 
mtern~t10nal- movement of capital. Doubts about the political outlook in certain borrowing 
cou?tnes .and oth~r facto;-; have also kept the capital-exporting countries from expanding again 
therr foreign lendmg, which had been contracted in the summer of 1929. 

In 1928, the net export of capital from the United States which had reached a record level 
of about l,ooo million dollars in the preceeding year, fell to abou't one-fourth of that figure; in 1930, 
the net ~mh_vard . movement '.vas quite insignificant. The British export of capital was 
better mamtamed m 1929, reachmg about the same level as in the previous year; but in 1930 it 
dr?pped by 70 per cent. France exported very considerable amounts of capital in 1926 to 1928, 
chiefly on short-term acc?unt. In 1929, this movement was considerably checked, and in 1930 
there was probably a net 1rnport of capital into France; large amounts of liquid funds were taken 
horne from L?ndon and New York. In the borrowing countries, corresponding changes took place. 
The German 1rnport of capital in 1927-28 probably amounted to as much as 1,000 million dollars 
a year. It fell off considerably in 1929, and was relatively unimportant last year. In Poland and 
Hungary, there was also a heavy reduction in capital imports in 1929-30 as compared with 1927-28. 
Argentme borrowed much less in 1929 than formerly, but, unlike most countries, succeeded in 
increasing its borrowings in 1930. 

The money which owners of capital in certain of the capital-exporting countries have failed 
to lend to countries with high rates of interest in which it would have been used for real investments, 
has probably in part not been used at all. Borrowing countries, in consequence of the curtailment 
of their borrowings, have had to reduce their purchases in manufacturing countries, which has 
reduced production and increased unemployment. This reduction in their demand has not been 
offset by an equivalent increase in the demand for producers' or consumers' goods in lending 
countries, and prices have, in consequence, been depressed. 

It is in this state of the capital markets that the maladjustments in production and trade 
previously described have been exercising their influence. The question which is often put whether 
the causes of the drop in prices are to be found on the side of money and capital or on the side of 
production and trade is falsely formulated. If any of the circumstances-monetary policy or 
industrial maladjustment-had been different, then the economic development and the movement 
of the price-levels might also have been different. · 

Thus the severity of the drop in prices and of the depression in general seems to be due to the 
existence of deep-seated maladjustments between production and demand and in international 
economic relations, especially in international credit transactions, and to the absence of offsetting 
factors in the credit situation. The credit situation itself is affected at all times at once by monetary 
policy and by the general economic conditions which exist, and monetary policy in its turn is not 
conducted in a vacuum, but is always largely determined by those same general conditions. But 
the lack of adaptability in the economic system and to some extent of flexibility in monetary 
systems, partly due to political instability and lack of confidence, have prevented such changes 
being made in the basic conditions, before and after the turn in 1929, as might have mitigated 
the depression. · 

Reference should also be made to a special monetary factor which has exercised a disturbing 
influence-the depreciation of silver and the consequent drop in the exchange value of the Chinese 
currency. As the internal price- and wage-levels in China have risen very slowly, the ability 
of that country to buy foreign manufactures has been considerably reduced. 

A few words may be added by way of comparison with previous depressions. In the last two 
decades before the war-a period with a rising trend of pri~es-Europe experienced t":o severe 
crises in the years 1900 and 1907. These were of shorter dur~t10~ than ~he prese.nt depress10n,ll;nd, 
further involved a reduction in the output of manufactunng mdustnes and m wholesale pnces 
of considerably smaller proportions. The present depression bears far more resembla?ce to those 
of the 'seventies and reighties of the last century, when the general trend of the pnce-level w~ 
downward. At that time a maladjustment in agriculture, ~rought about larg~ly by the rap1d 
increase in the production of cereals in oversea countnes and a cheapenmg of the means 
of transporting them to Europe, was an essential characteristic of the situation. Even then, however 
the upward swing seems to have begun not later than a year and a-half after the downward tum 
-a period which the present depression bids fair to exceed. 

(d) International Dilferences in Business Conditions; 

In general discussions of world e~?nornic ~onditions, too. little attention is often pa!d to 
the considerable differences in the pos1hon of d1fferent countnes. It ~as already been pomted 
out that Europe suffered less than most other parts of the world, especially up to. the autumn of 
last ear The national income of countries largely depend«:nt on the _production _and export 
of c!real~ has been reduced more than that of ma_nufactunng countries. Coun~nes su~h as 
Denmark and Ireland, whose principal exports are animal food products, were relatively slightly 
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affected by the depression until the autumn of 1930. The fall in the prices of animal foodstuffs 
up to that date was n?t great a~d was largely offset by a. reduction in the prices o~ fodder. !he 
exports of manufactunng countnes; such as Germany, Switzerland and Sweden, whiCh sell mamly 
i~ the European market, were less affected- than those of Great Britain and the United States. 
The German export value of manufactured goods in 1930 was only z per cent lower than in 1928, 
whereas in Great Britain and the United States the corresponding figures were zo per cent and 
16 per cent. But for certain other unfavourable factors-in particular, political uncertainty 
and the serious contraction of capital imports-Germany would probably have suffered less 
than the other two leading export countries. In the United States, the violent boom of 1928-29 
had created a set of special disturbances which aggravated the effects of the crisis. The volume 
of production in manufacturing industries declined from the second quarter of 1929 to the fourth 
quarter of 1930 by no less than 34 per cent. The corresponding figure for Germany was 31 per cent 
and for Great Britain only 9 per cent. Great Britain has, indeed, been in a relatively favourable 
position, partly on account of the advantageous terms on which she has been able to purchase 
her foodstuffs and raw materials, either with her exports of manufactured goods or with the fixed 
interest on certain classes of her foreign investments. 

Differences in the relative position of the various countries are also largely due to differences 
in the degree of the flexibility of their economic organisation, the adaptability of business firms, 
the mobility of labour, the flexibility of wages, etc. The Netherlands and the Scandinavian 
countries would appear to owe their relatively very favourable position largely to the flexibility 
of their economic systems. -

In France and Belgium, the internal price- and wage-levels in terms of gold were low at "the 
time of their return to the gold standard, and do not seem to have quite reached a normal relation 
to prices abroad by 1929. Retail prices in France were rising throughout the year 1930. These 
conditions naturally mitigated the effects of the decline of the world price-level. In this country, 
further, the large demand for real investments, especially for electrification, ha$ maintained 
production in capital industries at a high level and helped to maintain a balance between saving 
and lending. 

That the Eastern-European and oversea countries-large producers of cereals, coffee and 
raw materials-have suffered most seriously has already been mentioned. The agricultural 
countries in Europe have shown a marked power of adaptation and have succeeded in resisting 
the strain on their balance of payments and maintaining their currencies stable. 

IV. THE ECONOMIC SITUATION IN THE SPRING OF 1931. 

. Almost two years have now passed since the volume of production and trade turned deci
Sively downwards, and as yet no clear signs of a revival are to be observed. As it has already 
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~ mentioned, this depression is of an unusual length greatly exceeding those experienced 
10 t e last two decades before the war. In recent months: however, there have been indications 
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of a decline in the rate at which. the dep~ession ~as been proceeding. Stocks of staple commodities 
have, on the whole,_ ceased to nse, and tn certam cases have slightly sunk. Prices of raw materials 
have dr?pped ~ut little from November to March, as the chart on the preceding page referring to 
th~ Umted Kmgd_om, shows .. The curve for ''materials and industrial products" represents 
chiefly raw m~tenals. and semi-manufactured goods. . 

~owever, m April, the tend~nc~ was distinctly downwards, and the situation seems weaker 
than It .was a rt;~onth ago. The md1ces of production in manufacturing industries continued to 
fall rat;>ldly dur.mg the last quarter of 1930. From January to February of the present year, 
a considerable mcrease took place in certain countries. 

Table XI.- General buiices of"Prod11ction. 

1930 1931 

Country 

I I December I I October November January February March 

. 
United Kingdom (London 

and Cambridge Econo- --...... - ·-mic Service) • • • . • 90·41 82.71 
France (Statistique gene-
· rale) . . . . . . • . 107.1 106.3 xos.s 104·7 104·7 
Germany (Wochenberichte 

des Institutes fiir Kon-
junkturforschung) • • 

Poland (Polish Institute 
77-I 75·6 72.2 I 6s.5 • 70.2 I 71.1 

Economic Research) • ss.o 82.0 78·9 74·0 71·3 70-5 
Sweden (Svensk Finans-

tidning) . . . . . . II4.5 xog.I 109.1 102.7 III.8 no.g 
United States (Federal 
· Reserve Board) • • • 
Canada (Review of Busi-

78·4 76.6 73·9 73·9 77·5 79·3 

ness Statistics) . . . 90·3 90.0 79·7 82.0 84·3 
. -

l Quaterly figure. 
· • Provisional. 
So!Wco: League of Nations Monthly Bulleli11 of SlalisliC$ Wo<hmberichl d11 In.<lilrllu fur Konjunklurfo,.churrg, 

May 6th, I93I, London and cambridge Economic Service, April 23rd, I93Io 

In the absence of later figures, it is as yet impossible to say whether this increase was more than 
a temporary improvement. The feeling in business circles seems to be that, as yet, no real 
upward movement has begun. 
· But it is, unfortunately, too early to judge whether such indications as may be found that the 

depression is being arrested are substantial or whether they are the outcome of the normal spring 
revival. In quite a few months' time the situation should become very much clearer. On previous 
occasions, for instance in 1921-22, a definite revival began within a few months of those during 
which the major decline was gradually arrested; but judgment concerning the situation at the 
moment must necessarily be suspended, in view of the further decline of prices which has taken 
place during the last four weeks. The course of events will therefore require very careful watching 
between now and the early autumn. 

But the date at which real recovery begins and the rapidity with which it progresses will depend, 
not only on such natural forces as the gradual consumption or decay of stocks, but also on events 
of a non-economic origin, and upon the economic policy pursued. 

The whole post-war development brings out very clearly the economic importance of political 
conditions, both international and domestic. When these are disturbed and confidence is 
shaken, international credit transactions are immediately affected and trade conditions vary 
rapidly. Economic life suffers, and recovery cannot but be impeded by political uncertainties. 
The world is in fact, more closely knit to-day economically than politically. The actions of individual 
countries, not only with regard to monetary or commercial policy, which are immediately inter
national in their reactions, but also with regard to what may seem to be purely domestic or purely 
political affairs, inevitably entail far-reaching economic consequences. · 

,. -. The free movement of capital on which so much depends will be determined, not only by the 
security which !s foreseen, but bythe .adequacy of.the~echanism. avail~bl~ for capital transactions. 
In this connection, the Gold DelegatiOn of the Fmanc1al Committee, m 1ts last report, remarked: 

" Lending must not be impede~ by artificial restrictions, _such as ~riminatory rat~ of 
taxation or exchange control. We believe that ~y me~ures des1gned_to u'?prov~ t~emech~1:5m 
for the issue of foreign loans, or to p~omote mternat10nal transactions m ex!Stmg secuntles, 
would contribute to the smooth workmg of the gold standard, granted the powers of Central 
Banks to control temporary disequilibria are adequate. We have in mind such measures as the 
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improvement of facilities for foreign investments, thequ<?tation off~rei~'securities on national 
Stock Exchanges, the:equalisation of taxe~ on domest~c and fore1~n mv~stments. We ll;lso 
attach particular importance to the discussions now takmg plac:;e w1th !l v1ew t~ the sol~ bon 
of the problem of double taxation. The high r~tes of taxatmn m ~ertam countnes constitute 
an insuperable barrier to capital movements m ~ases whe!l~ o":mg. to the absence of a!ly 
international understandings, the owner of foreign secuntles IS liable to be taxed twice 
on his holdings. " 

They add, however, that all these various ~easu~es desi.gne~ to facilit3;te long-t~rm lending 
and the international purchase and sale of secunbes will reqmre tune for therr perfection. On the 
other hand, the effective demand for ~apital must dep~nd on the pr~ce w~ich ha;; t~ b.e paid for it. 
That price will be detennined largely by the element of msurance agamst nsk, whtch t! Incorporates, 
and therefore by those conditions to which reference has been made above. It is believed by many 
authorities, however, that the average price to-day of long-term investments is unduly high owing 
to an exaggerated conception of the real risks which exist, and any action which would result in the 
reduction of the price of capital would no doubt expedite economic revival. 

The maladjustments which require to be righted, however, demand freedom, not only for the 
movement of capital, but for the other factors of production. The more readily labour can be 
transferred from one industry or occupation to another in any country, the more quickly will 
that country be able to adapt itself to those more profound changes which lie behind what has 
been described above as structural maladjustment. This, of course, holds good for agriculture 
as much as for manufacturing industries. Indeed, every action which increases the flexibility of 
the economic system as a whole must facilitate the readjustments which are required. It is for 
this reason that many economic authorities maintain that co-operative efforts to uphold the price 
of this commodity or of that are likely rather to prolong than to alleviate the depression. Such 
measures of control, it is maintained, are likely to involve an undesirable delay in the adjustment 
of the relative prices of different classes of goods. . 

It does not follow, of course, that an international competition with a view to a reduction 
!n the ~ric~ of labour-wages-would have bene~cial effects. Such a general lowering of wages may, 
m certam crrcumstances, lead to a generallowermg of the whole range of values-the world price
level-or rather weaken the normal tendency to a rise in that level after active trade conditions 
have been established. Such a permanent lowering of values would, of course, tend to render the 
burden of fixed charges on industry higher than they would otherwise have been. From this it 
must not be assumed, however, that the relationship between wage-rates in different industries 
o~ in different countries which existed prior to the present depression was in any sense of the word 
e1ther normal or permanent. Some change, either upward or downward, is at all times demanded 
by the inevitable changes in general economic conditions. 

The ~ontrol o! t~e prices of ~ommodit~es can, of course, only be achieved by means of the 
~ontrol: direct <?r ~direct, of therr pr?duction or sal7. Su~ control is, or may be, exercised by 
mdustrial .assoc~abons; but ~at ~articular form of unpediment to the free movement of goods 
?r the.raptd ad]ustment.of pnces IS only one,and perhaps not the most important, of the many 
Impediments to commodity movements and price adjustments that exist to-day. 
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[Communique au Conseil 
et aux Membres de Ia Societe.] .\'0 otficiel: C. 296. M.138. 193I.VII. 

[C.E.U.E. 25.] 

Geneve, le 9 mai 1931. 

SOC1£T:£ DES NATIONS 

. , 
COMMISSION D'ETUDE POUR L'UNION EUROPEENNE 

Ecoulement des. Stocks de Cereales 1930 

COMMUNICATIONS DES GOUVERNEMENTS BRITANNIQUE ET 
TCH:£COSLOVAQUE 

Note du Secretaire general: 

Le Secretaire general a l'honneur de communiquer aux membres de Ia Commission Ies lettres 
suivantes des Gouvernements britannique et tchecoslovaque, concernant le paragraphe premier 
de l'Acte final de la Reunion relative a l'ecoulement des s•ocks de cereales 1Q30 tenue a Paris 
du 23 au 25 fevrier 1931. · 

I. LETTRE DU GOUVERNEMENT BRITANNIQUE. 

[Traduction.] 
Me referant a l'Acte final adopte par Ia Conference des representants des pays exportateurs 

de cereales de l'Europe centrale et orientale et des pays importateurs europeens, qui s'est tenue 
a Paris. du 23 au 25 fevrier defl)ier 1, sous les auspices de Ia Commission d'etude pour !'Union 
europeenne, j'ai l'honneur, d'ordre du Principal Secretaire d'Etat de Sa Majeste aux .Affaires 

. etrangeres, de vous faire sa voir que bien que le Gouvernement de Sa 1\lajeste dans le Royaume-Uni 
sympathise pleinement avec les Etats danubiens a !'occasion de leurs difficultes presentes, i1 
regrette de ne pouvoir s'associer aux declarations contenues dans les resolutions qui figurent 
dans I' Acte final de la Conference, par suite de Ia situation difficile dans laquelle se trouvent 
certains pays d'outre-mer, notamment le Canada, l'Australie et l'Inde, dout le Royaume-Uni 
de Grande-Bretagne et d'Irlande du Nord depend ordinairement pour ses approvisionnements 
en cereales. 

J e vous serais reconnaissant de vouloir bien porter cette decision a la connaissance des aut res 
gouvernements qui ont participe a la Conference. 

II. LETTRE nu GouvERNEMENT TCHECOSLOV AQUE. 

I.e commerce interieur et exterieur des cereales et des produits qui en sont fabriques est libre 
. dans la Republique tchecoslovaque. Tenant compte de ce regime juridique, les circonstances 

se sont developpees de telle sorte que ~ Republique t~h~coslovaque col!vre la plus grande partie 
de ses besoins en cereales et en prodmts cereales (spec1alement en fanne) - pour lesquels elle 
ne se suffit pas a elle-mi!me - par !'importation. de;; ~t~ts agricoles de ~'Eur~pe centrale et 
orientale. La Republique tchecoslovaque a couvert ams1, s1 I on prend en consideratiOn Ia moyenne 
des quatre annees 1926-1929, so,I'! import~tion de froment par 77%. de farine de froment par 
43% et de mais par 68% par 1 rmportatlon de ces Etats. 

0 Le Gouvernement de Ia Republique tchecoslovaque ne doute pas que, mt:me a l'avenir, le 
commerce tchecosloyaque exterieur des marchandises en question ne se developpe d'une maniere 
favorable aux Eta~ mentionnes de !'Europe centrale et orientale. 

l Document C.I96.M.79-1931.U.B. 

S.d.N. 2.330 S/Jl. Imp. Kundig. 
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the Members of the League.) 

O!)icial No.: 0. 296. M. 138. 1931. VII. 
[C.E.U.E..: 25.] 

Geneva, May 9th, 1931. 

LEAGUE OF NATIONS 

COMMISSION OF ENQUIRY FOR EUROPEAN UNION 

Disposal of 1930 Cereal · Stocks 

COMMUNICATIONS FROM THE 
GOVERNMENTS OF GREAT BRITAIN AND CZECHOSLOVAKIA 

Note by the Secretary-General: 

The Secretary-General has the honour to communicate to the Members of the C~~ission 
the following letters which have been received from the Governments of Great Bntam and 
Czechoslovakia with reference to paragraph I of the Final Act of the " Meeting for the Disposal 
of 1930 Cereal Stocks", held in Paris from February 23rd to 25th, 1931. 

I. LETTER FROM THE GOVERNMENT OF GREAT flRITAIN . 
• 

With reference to the Final Act adopted by the Conference of representatives of the grain
exporting countries of Central and Eastern Europe and of the European importing countries 
which met at Paris from February 23rd to February 25th last1, under the auspices of the Commission 
of Enquiry for European Union, I have the honour to inform you, o.n instructions from His 
Majesty's Principal Secretary of State for Foreign Affairs, that, although His Majesty's 
Government in the United Kingdom fully sympathise with the States bordering on the Danube in 
their present difficulties, they regret that they were unable to associate themselves with the 
declarations embodied in the resolutions contained in the Final Act of the Conference in view 
of the difficult situation in certain overseas countries, notably in Canada, Australia and India, 
on which the United Kingdom of Great Britain and Northern Ireland ordinarily relies for its 
supplies of cereals. 

I shall be grateful if you will be so good as to bring this decision to the knowledge of the other 
Governments which took part in the Conference. 

[Translation.] 
II. LETTER FROM THE CzECHOSLOVAK GOVERNMENT. 

Roth_ internal and external trade in cereals and in the products manufactured from cereals 
are free m. the Czechoslovak Republic. Under this legal system, the trend of events has been 
such that the Czechoslovak Republic can cover the greater part of its requirements in the matter 
of cereals an~ cereal products (especially flour)-for which it is not self-supporting-by imports 
from the agrtcultural States of Central and Eastern Europe. Taking the average for the ·four 
years 1926 to 1929, the Czechoslovak Republic covered its imports in this way-by means of 
Imports from those States-as follows: wheat, 77 per cent; wheaten flour; 43 per cent, and maize 
flour, 68 per cent. 

The Czechoslovak Government does not doubt that even in the future the Czechoslovak 
external trade in the commodities in question will develop 'in a manner favourable to the aforesaid 
Central and Eastern European States. 

1 D<xument C.19Q.M.79·1931.U.B. 
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Geneva, May 15th, 1931. 

LEAGUE OF NATIONS 

REPORT 
OP THE 

SPECIAL COMMITTEE APPOINTED TO FRAME A DRAFT GENERAL 

CONVENT,ON TO IMPROVE THE MEANS OF PREVENTING WAR. 

I. REPORT SUBMITTED BY Dr. LANGE (Norway), 

adopted by the Committee on May 15th, 1931. 

The. Special Committee·appointed by the Council to pursue the study of a draft General 
Convention met a~ Geneva on May nth, 1931. It requested M. Nicolas PoLITIS, representative 
of Greece, to preside, and entrusted the duties of rapporteur to Dr. LANGE, representative of 
Norway. 1 

. The Committee sat from May nth to 15th. Before submitting its conclusions, it seems 
desirable to recall the Committee's terms of reference and the circumstances in which it was 
called upon to perform its task. . 

. In 1928, the Committee on Arbitration and Security, having before it suggestions from 
the German delegation relating to conservatory measures for the prevention of war, found it 
impossible to frame anything more than a model treaty, and the Ninth Assembly expressed 
the hope tltb.t this model might form a useful basis for States wishing to conclude a treaty of 
that nature. 

In 1929, on the proposal of the British delegation, the Tenth Assembly decided to ask 
the Committee on Arbitration and Security to consider the possibility of establishing a draft 
General Convention on the broad lines of the model treaty drawn up in the previous year. 

The delegations represented on the Committee on Arbitration and Security were unable 
to reach an agreement-more particularly on the questions relating to conservatory measures 
of a military character and the means of enforcing them. The various views maintained 
could, however, be reduced to two main currents of opinion, which, with certain reservations, 
were submitted to the Members of the League in the form of alternative texts. 

The Third Committee of the Eleventh Assembly endeavoured to find some means of 
reconciling the advocates of these two texts. It became clear, however, that certain "delicate 
questions of a technical nature " would have to be gone into more thoroughly before there 
could be any hope of establishing a single text. For. that reasoro, the Third Com!llittee as~ed 
the Council to appoint a special committee to contm~e the study o~ the ques~10n, startmg 
from the following conclusions drafted by a sub-comrruttee of the Thrrd Comrruttee : 

" r. The Committee is of opinion that, in prin~iple, it would be advantageous to 
transform the model treaty into a General Convention to strengthen the means of 
preventing war. 

• The following .took part in the Committee's work : 
M. Ren6 MAssiGLI, France. M. Nobumi ITo, Japan. 
Dr. GoPPERT, Germany. . . M. RuT~E~S, Netherlands. 
Viscount CECIL oF CHELWOOD, Great Bntatn. Dr. Christian L. LANGE, Norway. 
M. Nicolas POLITIS, Greece. M. SoKAL, Poland. . 
M. Jos6 MATOS, Guatemala. Seilo~ Lope• 0LIVAN, Spam. . 
General Alberto DE MARINIS STENDARDO Dl M. lba CHOUliENKOVITCH, Yugoslav1a. 

RlCIGLIAN"O, Italy. 

S.d. N. L745 (F.) 1.,SO (A.) s/SL Imp. da J. do G. 
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"2. The Committee was unanimous in regard to the provisions given_i1;1 Article I of 
the preliminary draft concerning the conservatory measures of a non-rmhtary nature 
which the Council may recommend the contracting parties to take. . . 

"J. With regard to Article 2 ,<>~ the preliminary ~raft, the Co!ll~ttee cons!dered 
that this Article might embody provlSlons to ensure the mtegral application of Article. II 
of the Covenant, with a view to the prevention of war by making binding on all contractmg 
parties the Council's recommendations for the avoidance of direct contact between the 
opposing forces, and for the avoidance of incidents at a time when relations between the 
States concerned in any dispute have become so strained that, in the opinion of the 
Council, there is a threat of war. · 

" 4· The Committee likewise considered that the Convention should provide for a · 
supervision of the measures which, in the cases mentioned in Article 2, would be decreed 
by the Council (Article 3 of the preliminary draft). 

" s. Lastly, in view of the fact that the scheme was limited to the prevention of 
war, as mentioned in Article II of the Covenant, the Committee felt that it should be 
understood that the question of the methods of applying Article 16 of the Covenant wou!d 
remain intact, and that, on the other hand, the proposed Convention would result m 
facilitating such application." 
On the basis of these conclusions and the observations submitted by various Governments, 

which are appended to the minutes of its meeting, the Special Committee appointed by the 
Council proceeded to re-consider the preliminary draft General Convention drawn up by. the 
Committee on Arbitration and Security, and endeavoured to reconcile the opposing views . 

• • • 
The draft Convention framed by the Committee was adopted unanimously by the members 

present, with certain reservations which will be stated in this report. The Japanese delegation 
abstained from voting, giving its reasons in a statement which is recorded at the end of the 
minutes of the fifth meeting. . ' . 

We shall analyse below the machinery of the proposed Convention and present such 
observations as the Committee feels called upon to offer in explanation of the text it has drawn 
up. 

The Committee had in view two essential aims : to afford those States which might 
think it desirable an opportunity of signing undertakings which would increase, so far as is 
at present thought possible, the efficacy of the means of preventing war which are placed 
at the Council's disposal by the Covenant of the League, and at the same time to avoid restrict
ing in any degree the powers conferred upon the Council by the Covenant. 

To promote the first of these aims, the Committee thought it advisable to base the obli
gations in the General Convention on the principle of Article 5 (Article 4 of the preliminary 
draft framed by the Committee on Arbitration and Security). According to this Article, the 
Council's decisions and recommendations regarding conservatory measures of a military 
or a non-military character, the supervision of the measures of a military chara~er, and the 
means upon which, in the event of any violation, the Council might decide to ensure the 
execution of the Convention, would be binding on the parties to the dispute except as otherwise 
provided, so long as they were concurred in by all the members other than the parties to the 
dispute. 

To meet the second consideration, the Committee not merely retained the old Article 6 
of the preliminary draft of the Committee on Arbitration and Security (Article 8 of the draft 
Convention), according to which the Convention may not be interpreted " as restricting the 
task or the powers of the Council of the League of Nations as laid down in the Covenant"; 
but thought it advisable to lay down that the conservatory measures of a military character 
define~ in ~rticle 2 should be prescribed " without prejudice to the other powers " which the 
Council denves from Article II of the Covenant. The proposed Convention is in no case to 
be regarded as limiting those powers. 

!h.e C?mmittee must .lay particular stress on this idea because it realises perfectly well 
the limitations of the text It has prepared. It did not seem possible to ask the States to accept 
more extensive obligations in a general convention. But whereas, in the matter of conservatory 
measure:;, the contracting parties will not be legally bound except by the obligations in the 
Convention, ~here can be no doubt that they may, if they think fit, themselves agree or propose 
to the Council to take other measures " that may be deemed wise and effectual to safeguard 
the peace " and " the good understanding between nations upon which peace depends ". 

Moreoyer, although the draft represents only a modest advance in the direction of means 
of preventing ~ar, the Com~ttee desires to emphasise its practical importance and cherishes 
the hope that,m the future, this first step may be followed by other and more importa~t steps. 

Ad Title anti Preamble of the Convention. 

In ':iew of the limited scope of its proposals, the Committee suggests th~t the title of the 
Convent.10n shou!? be alte~ed. The title " General Convention to Improve the Means of 
Preventing Wa~ seems fairly to represent the substance of the articles of the draft. 

The Committee also proposes that the first paragraph of the preamble should be worded as 
follows: 

" Being sincerely d~sirous of developing mutual confidence by increasing the efficacy 
of the means of preventing war ... " 
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Ad Article I. - Conservatory Measures of a Non-military Character . 

. As in the preliminary draft drawn up by the Committee on Arbitration and Security. 
Article I of th~ Convention deals with conservatory measures of a non-military character. 

Th~ Co~nuttee has added to the first paragraph of the preliminary draft of the Committee 
on Arbttrahon and Security, to which only slight drafting amendments have been made a 
sec<;>nd .paragrap!t which ~eceived general approval when proposed by the Netherlands de,le
!'lahon 10 the Thrrd. Committee-?( the last Assembly. According to this paragraph, the Council 

shall fix the penod of duration of these conservatory measures" and " may extend this 
period sho.uld cir':umstances ren~er it necessary". 
. On th1s question of the duration of the measures, the Committee shares the view expressed 
10 the report of the Committee on Arbitration and Security that it would be impossible in a 
general convention to fix a maximum period of duration which would be applicable in all the 
possible contingencies, since these might take the most varied forms. It must be left to the 
Council's judgment to fix the period, and the Council must be able to extend it should circums
tances render it necessary. 

Ad Article 2. - Conservatory Measures of 11 Military Character . 

. The first question which the Committee had to consider was that of the sphere of appli
cation of the Convention as regards conservatory measures of a military character. Should 
they apply to cases of war and threats of war which are referred to in the first paragraph of 
Article II of the Covenant, or should they only apply to cases of a threat of war ? During 
the exchange of views which took place in this connection in the Committee, it was pointed 
out that, as it was a question of conservatory measures intended to prevent war, it would 
appear somewhat illogical that the Convention should apply in the case of war. Three articles 
of the Covenant deal with the case of war-Articles II, I6 and I7. The powers and duties 
of the Members of the League and of the Council are defined in these Articles, which will 
be applied should occasion arise. The Committee accepted this point of view and decided to 
refer in Article 2 only to the case of a threat of war. 

The Committee thought it advisable to limit the conservatory measures provided for 
in Article 2 : (I) to the withdrawal of the land or naval forces havmg entered the territory 
or waters of a contracting party or a zone demilitarised in virtue of international agreements, 
and (2) to the fixing by the Council, if it thinks necessary, of lines which must not be 
passed by the land, naval or air forces of the parties to the dispute and, where necessary in 
order to avoid incidents, by their civil aircraft. 

The measures of the first category are dealt with in the first paragraph of Article 2. It 
was understood that those measures should be taken without delay. In this provision, 
the words "waters of Contracting Party" are not to be interpreted in their technical sense. 
The point is to deal with a threat of war and consequently to prevent the immediate danger 
of an armed=conflict. Furthermore, although air forces are not expressly mentioned in this 
paragraph, it goes without saying that they must withdraw in the same manner as the 
land or aaval forces which they have accompanied. 

The measures of the second category are dealt with in paragraphs 2, 3, 4 and 5 of the said 
Article. 

It is obviously impossible in a general convention to lay down stipulations providing 
for all the particular cases which may arise. The Council will determine within the limits 
of the Convention the details of the measures which it may prescribe. It will only recommend 
to the parties measures which are useful and practicabl~. . , . , 

With regard to these measures, the .French delegation .explatl_le!l. that the necesstty 
referred to in the second paragraph of Article 2 relates tot~~ tmpossl~lhty of cont~cts bet~een 
the armed forces and that the existence of a zone dem1htansed m VIrtue of mternatlonal 
agreements is sufficient to answer to this necessity. The German delegation s~~~ed. that i,~ 
was " necessary" to avo!d, not only contac! betwee.n the armed forces, but also mc1dents 
of all kinds on the fronhers of the contractmg parties concerned. 

As regards civil aircraft, the Committee only provide~ for the pro~ibition, as far. as might 
be necessary, of the crossing by civil aircraft of the parties to t?e ~1spute of the. hnes fixed 
by the Council. Naturally, this clause does n<;>t affe~t ~ach party .s nght, no~ably 1!1 case o.f a 
threat of war to announce, in conformity wtth existing regulations, that 1t forbtds fore1gn 
aircraft to fly' over certain zones of its territory. . 

As regards the actual fixing of the lines vyhic~ the forces must not pa~s, the Committee 
proposes the following procedur.e: The Co~!lcll will endeavour to fi;" them m common. aglee
ment with the parties to the d1spute. Fathng such .an agreement 1t sh<~;ll fix tht>m v.:1th the 
consent of the party whose forces are affected, provtde!l al~ays that th1s does not .mv?lve 
the withdrawal of the forces further back than the extenor hnes of the. defence orgamsatlon_s 
existing on the frontier of the contracting parties concerned at the time when the Counc1l 
takes its decision, and that the lines do not invoh:e the abandon~ent of any other work, 
position or line of communication essential to the security _or the supph~s. of the ~_>arty concerne~. 
The Committee was of opinion that the formula" ~ssentlal work, posttlo!l or hn_e of commum-
cation" was sufficiently wide to include natural hnes of defence and v1tal pomts. . 

In view of the fact that Article 2 applies to t_he case of threats of.war, an~ that the Counc1l 
t th fore take urgent action the Convention lays down that 1t shall m every case rest 

~~h th:Council to determine the' period within which the said line~ shall be fixed under the 
conditions specified above. 
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On the German delegation's proposal, t?e Committe~ deci~ed to add to Article 2 a last 
ragraph under which the contracting parties agree to g1ve stnct orders to th~ commande~s 

!:;'their forces, if the Council so recommends, to tak~ all necessary precautions to avoid 

incidents. . "bl h d"ffi 1 . h" h h The Committee thinks that it has thus solved as far as poss1 e t e 1 cu ties w 1c ave 
prevented the Committee on Arbitration and Security from reach!ng a single tex~. 

In its observations, which have been forwarded to the Committee, the Austnan Govern
ment pointed out that " the creation of d_emilitarised zones woul~ .i~ it~ opinion ~~nstitute 
one of the most effective means of preventmg the outbreak of hostilities . The Bntish dele
gation expressed its sympathy with this point of view. But the Committee considered that 
it could not propose the generalisation of the system of permanent demilitarised zones in a 
general convention. It did not .t?in~ it possible ~o recommend l?l~asure~ going f?rther. than 
the creation of a temporary demihtansed zone, subject to the conditions la1d down m Article 2, 
It will always be open to two parties to create between them by agreement a demilitarisedzone. 

Nor did the Committee think it advisable to lay down in the Convention other conserva
tory measures than those indicated above. It thought that the Convention should be limited 
to the measures which in case of danger of war would appear the most urgent. The Polish 
delegation would have wished that it were possible to insert in the Convention another category 
of conservatory measures. Its proposal not having been accepted, the Polish delegation asked 
that the following declaration should figure in the present report : 

" The Polish delegation proposed in its communication of May IIth, which was 
circulated to you at the beginning of our proceedings, that, in case of a threat of war, 
the Council should be able to recommend in the first instance to the contracting parties 
concerned that they should immediately put an end to any violation of an international 
obligation. The draft Convention prepared by the Drafting Committee provides only 
for certain particular cases of a flagrant breach of international engagements and gives 
the Council the necessary powers to put an end to violations of this kind. . The Polish 
delegation desired to go further in this direction by authorising the Council to intervene 
in all cases of a violation of an international obligation, if this violation could constitute 
a peril to world peace. Our proposal met with the support in principle of nearly all the 
members of the Committee and was referred to the Drafting Committee. 

" In the latter Committee, the Polish delegation found that the wording of this 
proposal seemed to the members of the Drafting Committee to have too general a character. 
By way of compromise, it therefore restricted the scope of its suggestion by specifying 
that it referred particularly to obligations connected with disarmament, these being 
of primary importance for the maintenance of peace. Despite this modification, and 
although the principle of our proposal was hardly contested by anyone, the Drafting 
Committee came to the conclusion that the present Convention, which only constitutes 
a first and modest step towards the development of the means of preventing war, could 
not include the idea which we had suggested. In the Drafting Committee's opinion, our 
proposal might be taken into consideration later and on another occasion. 

• " The Polish delegation continues, however, to think that the problem referred to 
in its proposal is of capital importance from the point of view of the prevention of 
war and of the maintenance of international order and that it should have constituted 
the pivot of the whole Convention, the other provisions having only a supplementary 
character. The text of the Convention which has been submitted to us by the Drafting 
Committee and which contains no trace of our suggestion cannot therefore be regarded 
by our Government as a truly effective means of preventing war. The provisions which 
~e have before us do not appear to improve the present state of international security, 
smce they do nothing more than consecrate the methods which have already been applied 
by _the _Council and which would be better placed in regulations relative to the Council's 
action m preventing the contact of the troops of adjacent countries in times of a threat 
of war. This observation applies in particular to Article 2, which contains, for example, 
a paragraph introduced on a German proposal and worded as follows : 

" 'The High Contracting Parties further agree to· give strict orders to the 
commanders of their forces, if the Council so recommends, to take all necessary 
precautions to avoid incidents. • 

"By inserting in the Convention provisions which are so self-evident and which 
are the outcol?le o~ previous obligations, the execution of the Briand-Kellogg Pact, 
among ot~ers, IS unmtentionally subordinated to the new conditions, which will perhaps 
not ?.e Without harm_ful effect on the prestige of these obligations. · 

We do not desrre to continue the discussion on the subject, for this would unduly 
prolong ~>nr procee~ings, which, according to the general desire, are to conclude to-morrow. 
The ~ohsh delegation n~vertheless feels it its duty to declare that it reserves the right 
to. raise the same questiOn again at the Assembly of the League of Nations and at the 
Disarmament Confe~ence ... we shall then revert to our proposal; for we are convinced 
!hat only a conv~ntl~n g1vmg special powers to the Council to prevent the violation of 
mternahonal o~hgations can constitute a really useful instrument for the maintenance 
0~ peace an~ bnng about an appreciable progress in the' general organisation of interna
tional secunty." 
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The Yugoslav delegation endorsed the Polish delegation's point of view in so far as 

concerJ:lS disarmament obligations, and the French delegation, while expressing its regret 
that no provision would be inserted in the text of the Convention concerning the respect of 
the status of armaments resulting from international obligations, accepted the general opinion 
of the <;ommittee that the question was foreign to the purpose of the Convention. The British 
delegat1<~n stated that, while it considered that the Polish proposal could find no place in the 
Co~venhon a~ con~eived by it, it desired to express its sympathy with this proposal, the exami
nation of wh1ch m1ght usefully be resumed on another occasion. 

Ad Article 3· - Supervision. 

T~e Committee was abl~ to arrive at a single text in regard to the supervision of the 
execution of the measures la1d down by the Council. Agreement was reached between those 
in. favour of ~upervision in all cases and those in favour of supervision only in cases where 
th1s w!ls .considered expedient by the Council, on the following lines : the Council will appoint 
commiSSioners for the sole purpose of verifying on the spot the execution of the conservatory 
~easu~es. of a.military c~aracter recomme';lded by it under the conditions specified in Article 2, 
c1ther if 1t thmks fit or If one of the parties to the dispute so requests. 

In order to afford any parties which may consider it necessary, a guarantee that the 
measures will be supervised, and at the same time to prevent one of the parties 
from unnecessarily delaying the execution of those measures by alleging that the commissioners 
have not arrived on the spot, the Committee proposes: (I) That the request that commissioners 
should be sent may not be made by a party after the Council has taken one of the decisions 
referred to in Article 2 ; and (2) that, in arranging for the execution of the measures prescribed, 
the Council may, on the application of a contracting party a party to the dispute, accompanied 
by a statement of reasons, arrange for this execution to coincide, as far as it considers this 
necessary, with the arrival of the commissioners on the spot. 

In order to take into account the legitimate pre-occupations of national security, it was 
decided that the inspection of the commissioners on the spot should be carried out for the 
sole purpose of verifying the withdrawal of the forces. They may not inspect military works 
or establishments for any other purpose, and naval or air bases will in every case be exempted 
from this inspection. · 

For the purpose of furnishing supplementary guarantees to the contracting parties and 
also with a view to the rapid application of the measures of supervision, if necessary, it is 
proposed that the rules to be followed for the constitution and working of commissions of 
control should be embodied in executive regulations which will be prepared by the competent 
organs of the League so as t? enter into force at the same time as the present Convention. 

Ad Article 4· - Sanctions. 

· The question of sanctions had been an. even more ~erio~s obstacle th~n the q~estion of 
supervision to the acceptance by the Commtttee on Arbttrahon ~nd Secunty of. a sn~gle text. 
The present Committee distinguished bet.wee!l two kinds of sanctions : . (I) sanctto~s mtended 
to ensure the execution of the Convention m cases where a contractmg party vtolated the 
conservatory measures of a military character which it had undertaken to accept i.n accordan~e 
with Article 2, and (2) sanctions applicable to cases of recourse to war resultmg· from thts 

violation. . . 1. h d 1 · d h 
As regards the measures to be taken in the first case, the :r:o ts .e egatl!ln propose t e 

following text : " If any violation of the measures defi'?ed m Arh~le 2 IS noted by the 
Council and continues in spite its injunctions, the Counctl shall ~onstder w~at means of .all 
kinds are necessary to ensure the ~xecu~ion of the present C~~~enhon. The H1gh Contractmg 
Parties shall in such case lend thetr asststan~e to the .cou';lctl. 

In the second case (resort to war followmg the vtolatton of the c.onservatory .mea~ures of 
a military character), the French delegation proposed to the Com~tttee o'? Arbttrahon ~nd 
Security a text providing that, under certain conditions, the co!ltractmg parties would con~td~r 
the action so taken as a flagrant and unprovoked act of aggresston and as a resort to war wtthm 
the meaning of Article I6 of the Covenant. . . . 

The Committee adopted a compromise proposal made by the _Bnttsh ~elegatton to dele~e 
from the Polish proposal the clause to the effect that th~ co';ltractlng par~tes :W<_>Uld l~nd thetr 

· t t the Counc1'1 ,·n ·the event of violation mamtamed desptte tts tn]uncttons, and 
ass1s ance o · f h' · 1 t' th ld d th to rovide that, if war broke out as a consequen~e o t IS vto a ton, ey wou re~a~ e 
said violation as prima facie evidence that the guilty party had resorted to war wtthm t~e 
meaning of Article 16 of the Covenant. . . . d 

In s eakin of prima facie evidence (presomption), the Comm.tttee had .m mm a mere 
~ ( gt! ption simple) which does not preclude proof m ref~tatton. . 

pres;.~~t~~th~;l:~~s delegation pointed out. that two differe~t v~ews x~ught be !a ken ?f th1s 

1 1 'th that the provision mcreased the obligation latd down m Article 16 
atter proposa : et er . · · f th t A t' 1 · t t f ·h c t th t 'it left the question of the appltcahon o a .. r tc e tn ac . . 

o t e ovenan or a Netherlands delegation held that this provlston would not be m 
In ~he fi~st cas~, the the Covenant, which left l\lembers of the l.eague free to decide 

conformity wtth Arttcle 1I6d o~ violated In the second case the Netherlands delegation 
whether t~~ Covenant la .. een f this ki.nd should not be inc~rporated in the Convention, 
was of opmton that a provtston o 
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b t · ht be inserted in the preamble, preferably in the form adopted in the conclusions of the 
T~ir~1~ommittee of the Assembly, which considered " that it should be u!ld.erstood that the 
question of the methods of applying Artic~e x6 of the Coven~nt wo~d r~mam mtact, !Lnd.tha,~, 
on the other hand, the proposed Convention would result .m facd~tatmg such applicatiOn . 

The British delegation pointed out, :'-nd the Committee, w1th the .ex~epbon of the 
Netherlands delegation, agreed with this v1ew, that the text proposed by !t, m the event of 
war following on a violation of the conservatory measures, fully met the Wishes expressed by 
the Assembly. On the one hand, the question of the methods of application of Article 16 
of the Covenant was left intact. In the case of resort to war, the Members of the League had 

· the power and the duty to decide whether the obligations laid down in the Covenant had been 
violated. On the other hand, it could not be said that, if war broke out as a consequence of 
a violation of the obligations freely undertaken by a party in the proposed Convention, this 
violation did not furnish evidence-" prima facie evidence " to use the legal term-that the 
said party had resorted to war wi!hin the. mean~n~ of Article 16 ?f the .Covena~t. · The 
Committee considered that the adoption of th1s provision would make 1t poss1ble to g1veStates 
parties to a dispute a solemn warning of !he co':lsequences of any ill-;considered act.ion on their 
part. By inserting the second paragraph m Article 4 of the Convention, the Committee would 
appear to have complied with the task entrusted to it by the Assembly: to leave the question 
of the methods of application of Article x6 of the Covenant intact and to make itclearthatthe 
proposed Convention would facilitate this application. 

The Netherlands delegation made a reservation in regard to this second paragraph. 
The German delegation stated that it was reluctant to borrow the term" prima facie evidence ", 
used in civil procedure, for the purpose of inserting it in the text of an international convention. 
It was afraid that the result would be to " mechanise " the system laid down in Article x6 of 
the Covenant. · 

Ad Article 6. - Question of the Publicity of the Proceedings, Decisions and Recommendations 
of the Council. 

The Swedish Government, in the observations which it forwarded to the Committee, 
drew up the following draft Article as a basis for discussion : 

" The High Contracting Parties undertake to give wide publicity, in the cases referred 
to in Article 2 of the present Convention, to the Council's recommendations for the 
maintenance of peace and the settlement of the dispute, and to the statements on the 
dispute published by the Council. 

" They further undertake to endeavour, so far as their national laws permit, to 
suppress all verbal or written propaganda designed to prevent a peaceful settlement of 
the crisis. " 

The Committee thought it desirable to retain the suggestion in the first paragraph of the 
Swedish proposal with certain modifications. It desired in particular to leave it to the Council 
to decide on the information in regard to which it would be desirable to ensure publicity. 
The essential object of the Article is to prevent public opinion's receiving information from 
one side only. 

As regards the proposal contained in paragraph 2, the Committee considered that it 
could not be inserted in the Convention in view of the wide diversity between national Press 
laws and the absence of common legislation. 

The Committee suggested that the question might be laid before the Assembly, and the 
Polish delegation submitted the following recommendation : 

" The Special Committee, 
" Being aware of the danger which, in the event of an international crisis, may 

arise from irresponsible Press campaigns and publicity given in the Press to inaccurate 
or tendentious information ; 

" Recognising that aggressive propaganda against a foreign Power may in certain 
circumstances constitute a veritable threat to the peace of the world ; · 

" Requests the Assembly to consider this problem and examine the possibilities of 
finding a solution." 

:!rticle 7 reads as follows : 

' 
" The provisions of the present Convention shall only apply as between the High 

Contracting Parties." . 

The Finnis~ Government, noting that " Article u of the Covenant and various other 
passages of that mstrument also provide for intervention by the League of Nations in disputes 
not confined to Me.mbers of the League ", proposed to submit for examination " the question 
as to whether A_rhcle I (?f the draf.t Convention) should not be amended so as to apply if 
necess.ary, mutat:s mutandts, to cases m which the League's organs may have to take cognisance 
of a. dtspute or threat of war also affecting non-member States ". Further in connection with 
Artu:le 5 of the preliiJ?inary draft. of. the Committee on Arbitration and' Security· (Article 7 
of the ~raft C~mventton), the Fmmsh Government " desired to repeat its observations 
concermng Article x • • " · 



_.,_ 
Obviously, it is legally impossible for the provision!t adopted between the contracting 

States to have effects in regard to third States, whether Members of the League or not. The 
Committee, however, desires to point out that the case of a dispute affecting a State not a 
member of the League is referred to in Article 17 of the Covenant and that, moreover, States 
not members of the League may, if they so desire, accede to the proposed Convention. Article 9 
of the draft put forward by the Committee provides for the communication of the Convention 
to non-member States. They may either sign it (Article 9) or accede to it (Article u). 

Ad Article 12. 

The Committee did not think itself authorised to indicate the number of Members of the 
League of Nations or non-member States whose ratifications or accessions would be necessary 
for the entrance into force of the Convention. In its opinion, it is for the Assembly to take a 
decision on this point. 

Ad Article 14. 

The last paragraph of Article 14 regarding the effects of a denunciation of the Convention 
by a contracting party is based on precedents on this point. 

The British delegation expressed the opinion that the text of this paragraph should be 
taken to mean that such denunciation will only affect the rights and duties under this 
Convention of the party denouncing, but, with respect to that party, will put an end to all 
such rights and duties one year after the date of denunciation. The Committee unanimously 
accepted this interpretation. 

• •• 
The Committee ventures to express the hope that the Members of the League ~ill think 

it desirable to give their delegates to the Assembly the necessary instructions to dec1de on the 
text of the draft General Convention. Governments which are disposed in principle to accept 
it will no doubt also consider that it might be advisable to give their delegates the necessary 
powers to sign the Convention, should it be approved by the Assembly. 
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2 • GENERAL CONVENTION TO IMPROVE THE MEANS 
OF PREVENTING WAR. 

[Names of the High Contracting Parties.) 

Being sincerely desirous of developing mutual confidence by increasing the efficacy of 
the means of preventing war, . . . . 

Noting that, for this purpose, the task of the Council. of the League of Natu:~ns ~n ensunng 
peace and conciliation might be facilitated by undertakmgs assumed voluntanly m advance 
by the States, . · . . 

Have decided to conclude a Convention and have for that purpose appomted as their 
plenipotentiaries: 

[Designation of Plenipotentiaries.] 

Who, having deposited their full powers found in good and true form, have agreed as 
follows: 

Article r. 

The High Contracting Parties undertake, in the event of a dispute arising between them 
and being brought before the Council of the League of Nations, to accept and apply the conser
vatory measures of a non-military nature relating to the substance of the dispute which 
the Council, acting in accordance with the powers conferred upon it by the Covenant of the 
League of Nations, may recommend with a view to preventing the aggravation of the dispute. 

The Council shall fix the period of duration of these conservatory measures. It may 
extend this period should circumstances render it nece~sary.· 

Article :z. 

In the event of a threat of war, the High Contracting Parties parties to the dispute shall 
comply without delay with such measures as the Council, acting in virtue of the provisions 
of Article II of the Covenant of the League of Nations, and without prejudice to the other 
powers it derives from that Article, may prescribe to ensure the withdrawal of the land or 
naval forces of that High Contracting Party which has entered the territory or territorial 
waters of another High Contracting Party, or a zone demilitarised in virtue of international 
agreements. 

Further, should the Council deem it necessary to fix lines which must not be passed by 
their land, naval or air forces and, where necessary in order to avoid incidents, by their civil 
aircraft, the High Contracting Parties undertake to comply with the Council's recommendations 
in this matter. 

The lines referred to in the previous paragraph shall, if possible, be fixed by agreement 
with the parties to the dispute. 

Failing such agreement, the Council shall fix the lines with the consent of the party whose 
forces are affected, provided always that this does not involve the withdrawal of the forces 
further back than the exterior lines of the defence organisations existing on the frontier of 
the High Contracting Parties concerned at the time when the Council of the League of Nations 
takes its decision, and that the lines do not involve the abandonment of any other work, 
position or line of communication essential to the security or the supplies of the party concerned. 
. It shall in every case rest with the Council to determine the period within which the said 

hnes shall be fixed under the conditions specified above. 
The High Contracting Parties further agree to give strict orders to the commanders of 

their forces, if the Council so recommends, to take all necessary precautions to avoid incidents. 

Article 3· 

The Council shall, if it thinks fit, or if one of the parties to the dispute so requests before 
the Council has reached any of the decisions referred to in Article 2, appoint commissioners 
fo~ _the sole purpose of verifying on the spot the execution of the conservatory measures of a 
military charactei recommended by the Council under the conditions specified in the preceding 
Article. 

When regulating the execution of the measures it has prescribed, the Council shall, at 
the reasoned request of a High Contracting Party which is a party to the dispute, cause that 
execution to coincide with the arrival of the commissioners on the spot, so far as it may think 
nece!;sary. 

The High Contracting Parties undertake to afford these commissioners every t:otcility 
for the performance of their duties. 
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'rhe commissioners may not make a more extensive inspection than is necessary to enable 
them to ca~ry out the duty defined in paragraph I. Nor may they make any inspection of a 
naval or a1r base, nor may they inspect military works or establishments for any purpose 
other than to verify the withdrawal of the forces. 

·The rules to be followed for the composition and working of commissions of control shall 
be embodied in executive regulations which shall be prepared by the competent organs of the 
League of Nations so as to enter into force at the same time as the present Convention. 

Article 4· 

If any violation of the measures defined in Article 2 is noted by the Council and continues 
in spite of its injunctions, the Council shall consider what means of all kinds are necessary 
to ensure the execution of the present Convention. 

Should war break out as a consequence of this violation, such violation shall be regarded 
by the High Contracting Parties as prima facie evidence that the party guilty thereof has 
resorted to war within the meaning of Article 16 of the Covenant. 

Article 5. 

In the cases referred to in Articles I, 2, 3 and 4, the Council's decisions and recommen
dations shall, except as otherwise provided in those Articles, be binding for the purposes 
of the present Convention, provided that they are concurred in by all the Members other 
than the parties to the dispute. 

Article 6. 

The High Contracting Parties undertake to provide, by the means at their disposal, such 
publicity as the Council may recommend for its proceedings, decisions and recommendations 
when a dispute is brought before it in the cases contemplated by the present Convention. 

Article 7· 

The provisions of the present Convention shall only apply as between the High Contracting 
Parties. 

Article 8. 

The present Convention may not be interpreted as restricting the task or the powers 
of the Council of the League of Nations as laid down in the Covenant. 

Article 9· 

The present Convention shall remain open until ....•.•....... for signatures on behalf 
of any Member of the League of Nati_on or of any non-member S~ate to w~ich the Council 
of the League of Nations has commumcated a copy of the Convention for th1s purpose. 

Article 10. 

The present Convention is subjt;ct to ratification. Ratifications shall be deposited with 
the Secretariat of the League of Natwns. . . . 

The Secretary-General shall give notice of the depos1t of ea~h rat1~caho~ to th~ M~mb.ers 
of the League of Nations and to the non-member States mentiOned m Article 9, md1catmg 
the date of its deposit. 

Article 11. 

A f. (date) any Member of the League of Nations and any non-
memb!r ~~~e · ~~~ti~~~d' i~ 'Article '9 on whose behalf the Convention has not been signed 
before that date may accede thereto. . . . 

Accession shall be effected by an instrument depos1.ted whlth
11

th.e Secrte.tanaft of thhe Leal!ue 
of Nations The Secretary-General of the League of Nations s a g1ve no 1ce. o ea~ acc~sswn 
to the Me~bers of the League of Nations ~nd to the non-member States mentioned m Article g, 
indicating the date of the deposit of the mstrument. 

Article 12. 

• b l h ll be drawn up by the Secretary-General of the League of Nations as 
A proc~s-ver_ a s a . ons on behalf of ...... Members of the League of Nations or 

soon as ratifications or access1 . d 
non-memb~r States h~~hi~epe:Oc1:?v~:b~i ~hall be sent by the Secretary-General of the League 

A .certified copy! 0 b f th League of Nations and to each non-member State mentioned 
of Nations to each_].\ em er o e 
in Article 9· 
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Article 13. 

The present Convention shall enter inte force on the ninetieth day after the. date of the 
prods-verbal mentioned in Article u as regards all Members of the League of Nations or non
member States on whose behalf ratifications or accessions have been deposited on the date 
of the proc~s-verbal. . 

As regards any Member of the League or non-member State on whose behalf a ratification 
or accession is subsequently deposited, the Convention shall enter into force on the ninetieth 
day after the date of the deposit of a ratification or accession on its behalf. 

Each of the High Contracting Parties shall have the right to inform the Secretary-General 
of the League of Nations at the moment of the deposit of his ratification or of the notification 
of his accession, to the exclusion of all other reservations, that he makes the entry into force 
of the Convention, in so far as he is concerned, conditional on ratification or accession on 
behalf of certain countries named by him. 

Article:14. 

The present Convention may not be denounced before the expiration of five years from 
its coming into force in accordance with Article IJ. . 

Denunciation shall be effected by a notification in writing addressed to the Secretary
General of the League of Nations, who shall inform all Members of the League of Nations and 
the non-member States mentioned in Article 9· 

Each denunciation shall take effect one year after the receipt by the Secretary-General 
of the notification, but only as regards the High Contracting Party on whose behalf it has 
been notified. 

Article xs. 
The present Convention shall be registered by the Secretary-General of the League of 

Nations as soon as it has entered into force. 

Article x6. 

The French and English texts of the present Convention shall both be au!horitative. 

IN FAITH WHEREOF the above-mentioned Plenipotentiaries have signed the preserit 
Convention. 

• DONE at .............. on the ....... , ... , •. in a single copy, which shall be deposited 
m the archives of the Secretariat of the League of Nations, and of which certified true copies 
shall be transmitted by the Secretary-General to all the Members of the League of Nations 
and to any non-member State to which the Council of the League of Nations has decided to 
communicate a copy of the present Convention, in accordance with Article 9· · 
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His Excellency M. Alfred DE NICKL1 Envoy Extraordinary and Minister Plenipotentiary. 
Baron Gabriel APoR, Counsellor of Legation, Political Director at the Ministry for 

Foreign Affairs. . 
M. Jean PELENYI, Resident Minister, Chief of the Hungarian Delegation accredited 

to the League of Nations • 
M. Izs6 FERENCZI, Under-Secretary of State at the Ministry of Commerce. 
M. Tibor PECIIY, Ministerial Counsellor at the Ministry of Agriculture. 
M. Alexandre ANTALFFY1 Secretary at the Ministry of Agriculture. 

Irish Free State: 

The Honourable Patrick MAcGILLIGAN, Minister for Foreign .Affairs. 
M. Sean LESTER, Permanent Delegate accredited to the League of Nations. 

Italy: 

His Excellency 1\I. Dino GRANDI, Minister for Foreign .Affairs. 
His Excellency M. Giuseppe DE MICHELIS, Ambassador, Senator. 
M. Agco ARcANGELI,. Member of the Chamber of Deputies, Representative of the 

Agricultural Corporation. 

Latvia: 

His Excellency 1\I. Jules FELDMANs, Minister Plenipotentiary, Permanent _Delegate 
accredited to the League of Nations. 

Lithuania: 

H!s Excellency Dr. ZAUNIUS1 Minister for Foreign Affairs. 
His Excellency M. P. KLIMAs, Lithuanian Minister in Paris. 

Luxemburg: 

His Exce~ency M. Joseph BEeR, Minister of State, Prime Minister Minister for Foreign . 
.Affarrs. ' 

1\L Albert WEHRER, Doctor of Law, Governmental Adviser. 

Netherlands : 

His Excellency Jonkheer F. BE~LAERTS VAN BLOKLAND, Minister for Foreign .Affairs. 
Professor J. ~-A. FRANc:;oxs, Chief of the League of Nations Section at the Ministry 

for Foreign .Affairs. 
Dr. J. A. NE~ERBRAG!• Director of Economic and Commercial Affairs at the Ministry 

for Foreign .Affairs. 

Norway: 

H!s Excellency 1\1. Bi~ger BRAADLAND, Minister for Foreign .Affairs. 
His Excellency 1\I. Enk COLBAN, Norwegian Minister in Paris. 
:u. Rolf ANDVORD, Chief of Division at the Ministry for Foreign .Affairs. 
ll. Rolf ANDERSEN, Secretary at the Ministry for Foreign .Affairs. 



-7-

Poland: 

H!s Excellency M. Augus!e ZALESKI, Minister for Foreign Affairs. 
His Excellency M. Fran~tms SoKAL, Envoy Extraordinary l\lld Minister Plenipotentiary, 

. Permanent Delegate l!'ccredited to the League of Nations. 
His Exc~llency. M. ~arJan SzmiLAKOWSKI, Envoy Extraordinary and Minister 

. Plempotentiary, Dlfector of the Bureau of the 1\Iinister for Foreign Affairs. 
His Exc~llency M. A. MUHLSTEIN, 1\Iinister Plenipotentiary, Counsellor of Embassy in 

Pans. 
1>1. SOKOLOWSKI, Director of Department at the 1\Iinistry of Commerce and Industry. 
M. A. RoMAN, Economic Counsellor at the Ministry for Foreign Affairs. 
M. LECHNICKI, Deputy-Director of the Western Division at the Ministry for Foreign 

Affairs. 
M. Thadee GWIAZDOWSKI, Counsellor of Legation at the Permanent Delegation 

accredited to the League of Nations. 

Portugal: 

His Excellency Dr. Augusto DE VASCONCELLos, former Prime Minister, formor 
Minister for Foreign Affairs, Envoy Extraordinary and Ministry Plenipotentiary, 
Director of the Portuguese Service accredited to the League of Nations. 

Dr. Jose Lobo D'AVILA LIMA, Professor at the University of ~isbon, Legal Adviser at 
. the 1\Iinistry for Foreign Affairs. 

Roumania: 

His Excellency M. Nicolas TITULEsco, Envoy Ext.ram·dinary and l\Iinister 
Plenipotentiary, former Minister for Foreign Affairs. 

His Excellency M. Constantin ANTONIADE, Envoy Extraordinary and Minister 
Plenipotentiary accredited to the League of Nations. 

M. Cesar PoPEscu, General Director at the Ministry of Industry. 

Spain: 

His Excellency M. Alejandra LERRoux, Minister for Foreign Affairs. 
M. Julio L6pez OLIV!N, Chief of the Political Section at the Ministry for Foreign 

Affairs. 
M. Fernando Ramirez DE VILLAURRUTIA, Secretary of Embassy. 
M. Francisco BERNIS CARRAsco, Secretary-General of the Supreme Banking Council. 

Sweden: 

His Excellency Baron S. G. F. T. RAMEL, Minister for Foreign Affairs. 
His Excellency M.K.I. WEsTMAN, Envoy Extraordinary and Minister Plenipotentiary 

at Berne. 
M. E. C. BoHEMAN, Director of Political Affairs at the Ministry for Foreign Affairs. 
M. P. G. A. WIJKMAN, First Secretary at the Ministry for Foreign Affairs. . 

Switzerland : 

His Excellency M. Giuseppe MoTTA, Federal Councillor, Head of the Political 
Department. · . T • • 

M. G. BACHMANN, President of the Governmg Board of theN ~t10nal Bank of Switzerland. 
M. H. BLAU1 Director of the Federal Department of Taxatwn. 
:r.I. HoTz, Assistant Director of t-he Commercial Section. 
M. Camille GORGE, Head of Section in the Political Federal Department. 

Yugoslavia: 

His Excellency M. Voi:slav MARINKOVITCH, Minister for Foreign A~fairs. . . 
His Excellency M. Ilia CHOUJIIENKOVITCH, Envoy Extraordmary and 1\bmster 

Plenipotentiary, Permanent Delegate accredited to the Lea~ue of Nations •.. 
His Excellency M. Constantin ~~TITCH, ~nvoy Ex~r~ordinary an~ 1\lims.ter 

Plenipotentiary, Director. of Political .~falfs at the !'fimstry_ for Foreign Affaus. 
Dr Ivan PERNE Chief of Sechon at the Mimstry for Foretgn Affalfs. 
Dr: Milan Tono~OVITCH, Professor at the _Dniversity o~ ~elgrade. . . 
M. Bogidar Kov ATCHEVITCH, Chef de Cabmet to the 1tltmster for Foretgn Affaus. 
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GOVERNMENTS INVITED. 

Iceland: 
His Excellency M. Sveinm BJOERNBSON, Minister at Copenhagen. 

Uniott of Soviet Socialise Reptlblie&: 

M. LITVINOFF, People'" Commissar for Foreign Affairs. · 
M. Leon KmNTCHUK, Ambassador Extraordinary and Minister Plenipotentiary of the 

Union of Soviet Socialist Republics at Berlin. 
M. Boris STEIN, Chief of Department in the People's Comrirlssariat for Foreign Affairs. 
M. Vladimir Sox:oLINE, Deputy, Chief of Department in the People's Commissariat for 

Foreign Affairs. · · 
M. Boris RosENBLUM, Deputy-Chief of Depalltment in the People's Commissariat for 

Foreign Affairs, Expert Legal Adviser. · · 
M. Michel ZALETINE, Secretary. 

Turkey: 

His Excellency Dr. Tevfik RouCHDY Bey, Minister for Foreign Affairs. 
Mustapha CHEREH Bey, Minister of National Economy. 
HASSAN Bey, Vice-President of the Grand National Assembly. 
CEVAT Bey, Director-General at the Ministry for Foreign Affairs. 
SUPm ZIYA Bey, Political Counsellor at the Ministry for Foreign Affairs. 
SUPm Bey, Managing Director of the Agricultural Bank of Turkey. 

OBSERVERS. 

China: 

His Excellency Dr. Woo KAIBENG, Minister Plenipotentiary, Director of the Permanent 
Office of the Chinese Delegation to the League of Nations. 

M. C. N. Lou, Secretary of Embassy. 

Canada: 

_M. P. E. RENAUD, Secretary at the Canadian Office. 
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FIRST MEETING (PRIVATE, THEN PUBLIC). 

Held on Friday, May 15th, 1931, at 11 a.m. 

Chairman: M. Aristide BRIAND (France). 

17. Adoption of the Agenda of the Session. 

~~e CuAmMAN [Translation].- The Commission of Enquiry has before it the 
pro~s~onal agenda (Annex 1) drawn up by the Organisation Sub-Committee. Since the 
proVIstonal agenda was prepared, two 11roposals have been received, one from the German 
Government (Annex 2), the other from the Italian Government (Annex 3). I suggest that 
they should be added to Part III of the agenda. 

The· provisional agenda, aa amended, was adopted. 

(The Commission went into public session.) 

18. Opening of the Session • 
• 

The CHAmMAN [Translation].- In declaring open the third session of the CommisHion 
of Enquiry for European Union I offer you all a very hearty welcome and, as Chairnmn, I 
would remind you of the decisions taken four months ago and the work done since thl'n to 
carry them out. · . 

In January we decided by common agreement to study, first and forl.'most., the economic 
crisis, not that that crisis is our only object, but because, at the present juncture, it both 
constitutes the most direct menace to European harmony and is the most conspicuous 
sign of the inorganic condition of Europe, to which we all feel it is urgently necessary to 
put an end. 

· In the pl'ogramme of work that has been drawn up the first place baa of set purpose been 
given to the study of the world economic depression, in so far as it affects Europe as a whole. 
Of set purpose again, before starting our enquiries we decided to hear a statement by the 
President of the Conference with a view to Concerted Economic Action concerning the 
efforts made since 1927 in the economic field. The work achieved in this matter by 
the· League still remains the basis of the work of the Commission of Enquiry for European 
Union. The results achieved, the inevitable postponements, even the reverses that have 
been sustained are a lesson which we cannot disregard. 

As tbe problem is one that, according to our definition, concerns Europe as a whole, 
we were anxious that Europe as a whole should be summoned to take part in our discussionK, 
and for this purpose we have made use of the right conferred on us by the Assembly in its 
resolution of September 17th, 1930, and invited the European States non-members of the 
League to our table. 

Our programme is a general one, and we have mapped out ita main linea. Within 
the fou1· corners of that programme place has logically been found for a more <lefinite 
programme, one capable of more immediate accomplishment, connected with one of the 
individual and regional aspects of the economic slump. I refer to the agricultural depression 
in the Central and Eastern European countries. There was reason to hope that a prompt 
remedy could be found for the crisis by studying either the most sui~ble means for 
overcoming the stagnation on the grain market or by studying the question of organiKing 
credits, whereby the burdens that agriculture has at present to bear in many countries might 
be lightened. 

The work which the Commission contemplated with this aim in view has proceeded 
normally in accordance with the programme we drew up. The time-limits we fixed have been 
observed. Thus, a meeting for the disposal of the 1930 grain stocks was held from February 
23rd to 25th ; the European Committee set up to enquire into the problem of the exportation 
of the surplus of fut.ure grain harvests met on February 26th ; the European Committee 
appointed to consider the organisation of an international agricultural credit institute met 
on April 20th and May 13th. · 

Of these meetings, the first two perhaps have not entirely fulfilled the hopes placed in 
them by the States concerned. Who however would dare to argue that they were useless f 
The Committee which met on February 23rd achieved one important result in bringing out 
the fact that the non-European countries have nothing to fear in the way of competition 
from the grain stocks in the Danubian countries and that accordingly we can continue our 
work without giving cause for any alarm elsewhere. This fact has done much to facilitat~ the 
co-operation which, to our great sa~isfaction, mat~rialised later . at the I_nternat10nal 
Conference in Rome between the agricultural countnes of the vanous contments_; that 
co-operation will be seen again at a fresh meeting a few days hence and, we hope, will lead 
to a general understanding. . 

Nor can it be asserted that the discussions in the Committee wh1ch met on February 
26th, as to preferential treatment for the ~ain of. the Danubian countries, have not hel_ped 
to clarify our ideas on this very controversial ~ubJect and to pave the way for the solut10ns 
which we have to examine at the present sess1on. · 
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Tl t' "of the Committee set up to study the question of the foundation of an 
intern~~;~!f ~;rlcultural credit institute was preceded by some. admirable prepa~at~~y wo.rk 
in the techni<•al fil'ld, the credit for which must go to a deleg~twn of t~e Leagues E ma:ncu~l 
C 'tt Thi's European Committee was therefore placed Ill possessiOn of drafts which 1t 

ommi ('C. . 1 d lit' I d f th was entirely free to appreciate on the basis of the bud~etary, ~ocia, a.n po ·lCa nee so . e 
diff<•rent countries to whose agricultural economy th~s credit mac.hme~~ ~as to be applied 
or who would be asked to help in setting up the machmer~. Certam cri~lClsm.s and con.crete 
suggl"stions have been put forward. Bo.th have been exam1!led by. the Fmanmal Committee, 
and the lat.tl"r has settled in every detail the draft ConventiOn which we shall have to study 
before it is submitt.ed to the Council of the League. . . . 

Such is the balance-sheet of the work achi~ved m .four month.s u~~er the ms.t.ructl?ns 
of the Commission of Enquiry for European Uru?n· It IS one ~hat J_nstifies a CE'r.tam feeling 
of confidence on the part of the Commission. I will not say satisfactiOn, for the time has not 
yet come when we are entitled to call a halt, and look back and congratulate ourselves on the 
road "1\'e have followed. At the end of this first stage, we see a new stage to be accomplished, 
more arduous and more difficult than the former. 

When we have completed our examination of the reports from our Organisation 
Sub-Committee and Technical Sub-Committees and the other items on our provisional 
agenda we shall have to deal with that other major question which has recently been 
brought before us by Dr. Curtius, "The devel?pment of. Cu~toms rela~ions in E_urope ". 
This proposal raises the p~oblem of .the .econonnc depressiOn m Europe. m one. of 1ts m?st 
perplexing aspects, fo.r which a solutiOn IS J?OSt u~gently needed. A subJ~C~ w~ch occupieR 
so prominent a place m all our thoughts, w1ll reqmre a broad and frank discussiOn, one that 
will enable every European Government to expound its views and indicate the extent to 
which it is prepared, in the general interest, to co-operate in the work of mutual assistance 
and salvation. 

May I, speaking in my personal capacity, say how glad I am of the existence of this 
Commission! It is only necessary to look at the situation as it would be without it to feel 
the deep-seated needs it is designed to meet, and to realise that the function it fulfils, far 
from bringing it into conflict with the Council of the League, makes it the necessary 
complement of the Council. The Council is the guardian of international obligations 
and the intermediary for the conciliation of political interests. It guides our policy by 
telling us that one avenue we are exploring is open to us and another closed. Such 
warnings are of the utmost value; we dare not go against them, but, if we wish to make 
the world a better place to live in, we must go resolutely forward along those avenues 
that are open to us. Since the observance of the law is assured by the Council, it is for us 
to ascertain the economic necessities that call for concrete solutions and constructive 
work. Should we fail to recognise those necessities, we should be omitting to take action 
to end conflicts fraught with peril. To understand and provide for those necessities is our 
first duty : it v.ill be our duty at this session, during which our Commision's youthful 
strength will be put to the test of circumstances. T have no doubt that the Commission 
will pass successfully through that ordeal, provided each of us is guided, in the difficult 
discussions before us, by the feeling with which we were all imbued when at our first 
meeting in September 1929 we affirmed our faith in a policy of mutual understanding 
and European collaboration. 

Mr. HENDERSON (Great Britain). -Before we proceed further with the business 
for which we have come together, I think it will not be inappropriate if I take this 
opportunity of making a few observations personal to our Chairman. 

A moment ago he welcomed all of us who are sitting at this table, and I am quite 
c~rtain that I represent, with deep feeling, the view of every member here when I say how 
smcerely we welcome our Chairman this morning . 

. During the past few days a great event hae taken place in the national life of the country 
~hich he represents : I am certain that no one here would desire, even remotely, to 
~terfere wi~h the co~se of national politics ; but it is almost superfluous for me to say, 
m !1. gathe~g of t~Is description, that our Chairman is not only a national politician, 
~e IS .a &'reat m~erna:twn~l.sta~esman as well. M. Briand, in my humble judgment, symbolises 
m his I~eals,_ m hiS spmt, m years of devoted and capable service, all that is best in 
conn~hon With the League of Nations, and when we say that in these days, it means all 
that IS b~st for the peace of the world and the harmony of international relationships. 

In !Iew of w~at has taken place, it would be idle for us to pretend that the position 
of M. Bru~nd remams exactly where it was. In the sphere of human affairs that is impossible. 
Th_ough I have had no conversation with him and have only the reports of the Press to 
~wde me, we cannot but exl?ect that before very long some changes may take place which, 
if we ~ad the power to demde, would not take place. But we have to anticipate, and I 
have ~en for .the purpose of expressing what I believe will be the unanimous desire of this 
~athenng, as It ":ould ~e the unanimous desire of a larger gathering like the Assembly, 
If that were. now m sessiOn- I have risen to say that M. Briand retains to the very full 
all the ~nfid_ence that any one of us or all of us ever had in him and in his work in 
connectiOn With. the League and the Commission for European Union. 

. As ~Y _closi~g word, I venture to urge that it may be possible for him to maintain 
hu1 ai!IIOCUitlon With Ull. Some of us have regarded him for some time as the Grand Old 
!~n of th~ Le~gue, and whilst it is the fashion in most countries for some people to talk 

out gettmg rul of the Old Gang, ~e certainly are not prepared to support such a policy 
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so fa! as our Ch~irman is concerned. We can only express the hope that he may long 
be With. u~ to gwde .us, lead us,. advise and inspire us in trying to achieve not only the 
eco~?nnc.Ideals that mfluenced.hlm in bringing this Commission together, but also the high 
political Ideals that han led h1m to render such faithful and loyal service to the League. 
Whate!er there may b.e i~ store for him in the future, enryone of us will retain hallowed 
memones of our assoCiatiOn with him in the various branches of the League's work. 

The CHAIRMAN [Translation].- You will not be surprised if I tell you that I have 
be!'ln deeply touched and moved by what my colleague and friend, Mr. Henderson, has just 
sa1d. Indeed, I am very much embarrassed. In Mr. Henderson's remarks concernincr 
myself, I am anxiou& to distinguish between the actual fn<'ts, which should be presented 
more modestly, and the exaggerations in which his friendship so often put to the test 
~w~~~~ ' ' 

The League of Nations, the Union of Europe, these are peace organisations that must 
be placed above every other consideration. It is true that in them I have had my ph~ce 
and played my part, but I have done nothing to set me apart from any of my collea~ues. 
~f, at one time or another, I have been found in the forefront of the League's work that 
1s bec~us.e the play of circumstance placed, for instance, the presidency of the League 
Council, m my hands. It is due also to the fact that in this atmosphere of international 
friendship, where we are all animated by one thought- namely, to safeguard the peace 
of the world - we should in truth be very poor citizens if, when we have a part to phty, 
we failed to rise above ourselves. Here, in this atmosphere, I have been given the 
oppo~tunity of proclaiming my personal feelings. Those feelings have not changed : they 
remam unaffected by the vicissitudes of public life and all the potty incidents that may 
occur in it. 

Let me say how happy I am to meet you here again to-day. I am glnd that you have 
so much confidence in me. Perhaps your confidence is not so great as that of my friend 
Mr. Henderson, but even if it be half as great, it will still be more than enough to 
satisfy me. 

Whether here or elsewhere, whether as representative of my rountry, one that'is derply, 
loyally and wholeheartedly attached to the League's work of lJl'aee, or in my work of 
propaganda, in the highways and the byways, grasping the pilgrim's staff which my old 
hands cannot perhaps wield so vigorously as in the days of my youth, I shall ever have 
before me the ideal we share in common. Towards that ideal I shall ever press forward ; 
to it I shall always devote my every effort, no matter what form it may take. 

19. Constitution, Organisation and Procedure of the Commission of Enquiry for Euro11ean 
Union : Examination of the Report by the Organisation Sub· Committee. 

M. MoTTA (Switzerland), Rapporteur [Tra11slation]. -The Report by the Sub
Committee (Annex 4) has been distribut.ed. You will notice that the report is a plain 
document, devoid of ornament or style. You may even consider it somewhat dull. It 
is limited to the fundamental questions, all useless details which might prove an impediment 
later having been omitted. 

The guiding ideas are as follows : the report first explains that the Commission of 
Enquiry is an emanation of the League. This fact engenders a whole series of consequenceH. 
Speaking generally, the rules applicable to League Commissions are equally applicable to 
this Commission, which is an advisory body -that is to say, it takes no decisions in the 
strict sense of the term, and is required to submit reports either to the Council or to the 
Assembly of the League. That being so, it has the right to ask for the help of the technical 
organisations and advisory committees set up by the League. 

The non-European countries Members of the League are at all time11 entitled to speak 
in our Commission, to submit suggestions or make known their desires, and likewise to offer 
observations. The same countries again, solely because they are Members and take part in 
the sessions either of the Council or of the Assembly, exercise a sort of joint supervision 
with the Etiropean countries over the work of this Commission. 

This Commission is further empowered to work in conjunction with the European 
countries non-members of the League, when it thinks this desirable. With this object 
invitations to discuss certain questions here are sent to the countries concerned. These 
are the fundamental features to be borne in mind as to the nature and basis of the 
Commission of Enquiry for European Union. 

The second guiding idea to be found in the Sub-Committee's report is that we were 
anxious to make our proposals as elastic as possible, so as not to preclude any possible 
future developments which might be thought desirable. We. have in conseque~ce suggested 
no rules of procedure, in the strict sense of the term, !ram~d ~n a number o~ ar.ticles, no hard 
and fast provisions which could only be altered w1th diffiCulty. In pnnc~ple, the rules 
governina the other League Commissions will be applicable to ours. SpeCial rules may, 
however,"'be made for our work. We have, for instance, agreed that each Europe~n count.ry 
may send a delegate and a deputy·deleg~t~. Ne~dless to _say, delegates and thmr d~p?hes 
may be assisted by experts. The Comnnsswn will be entitled to set up Sub·Comm1S1110ns, 
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and, in each case, we shall have. to see that th.e number of members, ~he subjects of enquiry 
and the duration of their appomtment, are f1xed ~s exa?tly as poss1ble. . 

Countries will be required to give one month s ~otlc.e of any :proposals they w1~h to 
plae~ on the agenda of the Commission. In t~is way. 1t will .be poss1ble for al! coun~r1es to 
know, three weeks before we meet, what subJe~ts Wlll be d1scussed. Countne~ asking for 
spt'cific questions to be placed on the agenda Wlll be expec~e~ to att~ch to the1r proposals 
8 short memorandum giving a statement. of reasons and defmmg t~e 1ssue they propose for 
discussion. Such explanatory and br1ef memorand!l' should, rn all cases, deal more 
particularly with the European aspects of the questwns on our agenda. It should be 
rememhered that the Commission has no intention of competing in any way whatever with 
the work of the League or of any of its organisations .. Each year, after .the Lea.gue Assembly, 
the Commission will be required to elect a Cbauman and a Vwe-Chauman. These 
two officers may be re-elected. The Secretary:G.encral of t~e League,. assiste~ br his 
subordinates, will act as Secretary of the Comnnsswn of Enqmry. In th1s way 1t w1ll be 
quite dear that the Commission of Enquir~ for European Union forms part of and is 
completely identified with the League of Natwns. 

The CHAIRMAN [Translation].- I feel sure you will all agree in congratulating our 
Rapporteur on the very lucid and concise way in which he has dealt with this difficult 
question. 

!I. Motta's report is a cautious and reticent document. It leaves the way open to all 
possible developments in the future. Were I asked for my personal opinion, and I have 
one on this question, I should say that I am somewhat bolder. Nevertheless, I warmly 
approve the reasons for great caution in the first step towards the organisation of Europe, 
so that we may avoid meeting insurmountable obstacles. The essential thing is that the new 
organisation should live ; its competence, its authority and its ability to develop will take 
shape in accordance with the circumst.ances with which it has to deal. If, as we go forward, 
we find that in the first stages our Commission lacks certain powers of action, we shall of 
course ask for them, and I am sure that they will be granted, first by the Commission 
it.self and later by the League Assembly. 

I propose that we adopt the report and transmit it to the next Assembly, for, as you 
will remember, we were instructed to acquaint the Assembly with our views as to the 
organisation of European Union, so that the Assembly might be in a position to form an 
opinion. 

The report of the Organisation Sub-Committee and the Chairman's proposal were adopted. 

20. Participation of the Free City of Danzig in the J)iscussion on Economic Problems : 
Resolution proposed by the Organisation Sub-Committee. 

T~e .CHAIRMAN [T~anslation]. - The following resolution is presented by the 
OrgaW8at10n Sub-Comnnttee, on the proposal of the Polish Government : 

" The Commission of Enquiry for European Union, on the recommendation 
of the Organisation Sub-Committee which had before it, on March 23rd 1931, a 
proposal by the Polish Government to this effect ; ' 

"Decides, 
" In view of the resolution of the Assembly of the League of Nations dated 

September 17th, 1930: 
" To invite, through the intermediary of the Secretariat and of the Polish 

Government, the Free City of Da~~g to participate, so far as is permitted by its legal 
statu_s and by the agre~ments ex1stmg between Poland and the Free City of Danzig, 
and m the form prescnbed by those agreements, in the work undertaken regarding 
the study of the world economic crisis. " 

The draft resolution was adopted. 

SECOND MEETING (PUBLIC). 

Held on Saturday, May 16th, 1931, at 10.30 a.m. 

Chairman : M. Aristide BRIAND (France). 

21. Participat!?n of the Govern~ents of Ice}and, Turkey, the Union of Soviet Sociali~t 
Republics, and the Free C1ty of Danzig in the Discussion on Economic Problems. 

lhe CHAIRMAN [Translation].- In pursuance of the decision taken by the Commission 
~~c·· a~uary 19t~, 1931, the G.ov~rnments of Iceland, Turkey and the Union of Soviet 
dli!e~:~, Republics ~ave be~n InVIted to send representatives to our Commission for the 

n of econonnc questwns. Yesterday, under another resolution the same invitation 
was sent to the Free City of Danzig. ' 
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-I. understand t~at the repre~entatives of these Governments and of the Free City or 
Danzi_g are now With us and will take part in our proceedings. I am sure that I am 
speakmg on behalf of ~ll the _members in welcoming them very warmly and telling them 
how glad we are of their help m so grave a matter as that with which we are about to deal . 

. We have. met he~e ~rom a deep sense of the ties that unite us and in a common desire 
to find, 1!-t a t1me of difficulty, the best method of removing some of the distress that exists, 
and pavmg the _way for a better future for our peoples who are pnssina throuooh a period 

· of great hardship. "' "' 
. .I am certain that the representatives of the various countries we have invited are 
m_spued by the same feeling as ourselves, that they will loyally and sincerely co-opemte 
With us and that their help will contribute to our chances of success. 

22. Economic Questions: The World Economic Crisis in so fur as it coneerns the Commuuily 
of European States : General Discussion. 

The CHAIRMAN [Translation]. - In view of the inlportance of tht>se quest.ions and 
in accordance with the request made by several of our collearrues, I propose thtlt we should 
begin with a general discussion. "' 

This proposal was adopted. 

Dr. CURTIUS (Germany) [Translation]. - I am very grateful to yon, Mr. Chairman, 
for acceding to our request for a general discussion on the world depreHsion and the 
European depression and to the Commission for approving your act.ion. 

The different problems included under Chapter III of the agenda are very closely 
related to one another. Generally speaking, they have almost all been contributory 
factors in bringing about this general European depression with which we are about to 
deal. Hence, a general discussion was indispensable. True, there are certain special 
problems, which can, and certainly will, be treated separately. For the moment, however, 
we are to have a general discussion on the economic depression, its causes and its cure. 

There is no need to dwell at length on the gravity and extent of the depression. It 
permeates every branch of life. The distress of our peoples spurs us on to the moKt strenuous 
efforts. We are alive to the necessity for co-operation, to the greatest possible extent, 
in the great work of European reconstruction, over and above any national measures we 
may take. As a German I have special cause for saying this. In our case the crisis has 
fallen upon a nation which, owing to the convulsions of the war and the amputations of 
the peace, revolution and grave social upheavals, enormous losses of wealth and the 
permanent withdrawal of capital unaccompanied by any compensation, is in a weaker 
and more susceptible position than any other. We, therefore, are exccptionallyconcerne1l 
in anything that promises relief. No country at the present juncture has a greater intcrcHt 
in the economic recovery of Europe as a whole than Germany ; situated in the centre of 
the continent she is traversed by every movement that takes place in Europe and for this 
reason is more easily affected by any disturbance. At home we are gathering our last 
forces together with the aim of putting our affairs on a sound basis once again so far as 
is possible with our own resources. At the same time, we are in the front rank of those 
who, in co-operation with all European countries have undertaken the common task 
of removing the European depression. 

The causes and the symptoms of that .depression are manifold. May I recall the very 
important discussions in the International Chamber of Commerce at Washington where, 
to Germany's satisfaction, the problem of international indebtedness and of the effects 
on world trade of the payments consequent thereon was discussed exhaustively and 
mentioned in the final resolutions. I may also refer to the report from the Director of 
the International Labour Office, who, with exceptional ability and by means of voluminous 
statistical material, has given us an extraordinarily penetrating and suggestive exposition 
of the causes of the depression. 

I have therefore no need to go into those causes, one by one. If, however, we wish 
to consider whether and to what extent individual proposals and measures can contribute 
to the removal of the depression, we must be clear as to its principal causes, particularly 
as regards its European aspects. 

Apart from the major causes that may be o~served throughout the wo~ld- nam~ly 
the overproduction of foodstuffs and raw matenals -, apart from the fal 1n consumwg 
capacity the rise in the purchasing capacity of gold and the derangement of the money 
and gold

1 
market apart from the wasteful expenditure of money on non-productive economic 

purposes there is a. further main cause peculiar to Europe- namely, the division of Europe 
into a legion of small economic territories. The nature of our Commission requires, I think, 
that we should deal more particularly with this side of the economic depression. This 
is the consideration on which the Ger~~n ~overnment based .it~ proposal ~ha:t w~ sho~ld 
here examine once again the present pos1t10n m Europe, du~, as 1t 1s, to the eXllltl!lg Si~ua.twn 
in Customs matters and to the fa.ilure of the concerted actwn attempted so far m this field. 

This nexus of problems shoul~ take the first. rank. in our discussi.ons and I reserve my 
right to speak again, if necessary, m the general discuss1o~ a~d ~eal. With any oth~r gen~ral 
problems that may be brought forward. As, however, lB fittmg m a general discusswn, 
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nfine m self to general statements. For the moment I have no. inte!J-tion of 

d
l sh1_all co parlicularly with the .Austro-German plan for a Customs Umon, mcluded 

ead mgChmorte III (I") of the agenda I wish to consider whether and to what extent the 
un er ap er : . · · f t "es fo ms an "d f c stoma unions between mdiVIdual countries or groups o coun n r 
I e~o~rh~e remedy for the intolerable economic position in Europe ; in oth~r terms, I :fi1Ill col;fine myself to the general function which, in my view, Customs uruons appear 
destined to exercise in Europe. 

To describe the position in Europe I may quote again the oft-cite~ figu~es:. 20,000 
kilometres of new Customs frontiers, 13 new currencies, 9 new economic terntories and 
Customs tariffs. This economic subdivision of Europe,. or rather of Cent~al and Eastern 
Europe, is the greatest peril to the future of our contment.- The econom1c consequences 
are constantly becoming clear to us all. . 

The first is an illogical and unduly expensive production !l'nd distri~ution of goods 
with a resulting decline in the capacity to compete. The next IS the _fall_ m the pow~r of 
capital and prosperity; under-consumption, unemployme~t, _proletansatwn of the rmddle 
classes and pauperisation of the workmg classes. .All th1s mvolves the dangers of class 
warfare, and strengthens the conviction that the _European economic syste!ll ~mst be 
radically reformed if it is to be_preserved. Th~re lS ?nlY: one way out of th~s dile~ma, 
the steady expansion of the different econormc terntor1e11. Every econormc terr~tory 
that coincides with a political territory has a tendency - and the smaller the terr1tory 
the stronooer the tendency - to make itself economically self-sufficient. The aim is to 
cover the"' national needs from the national resources by encouraging agriculture and by 
establishinoo and developing industries, regardless of the natural interdependence of the 
different n';tional economic systems extending over political frontiers, and regardless of 
the interests of neighbouring States. We are all acquainted with the means used to attain 
this object ; the country is closed by a Customs barrier to its former foreign suppliers. 
New methods of indirect protectionism are constantly introduced with all manner of 
variations. These do more than anything else to disturb and impede international trade, 
and in the long run are of no benefit to the national economic system they were intended to 
further, because they inevitably increase the costs of production and so lessen the capacity 
to compete. 

These defects, recognised many years since, led to the efforts made here at Geneva 
for a more strenuous examination of economic problems. .At that time we all set out with 
the idea that we could grapple better with the increasingly grave problems of the depression 
by organising our negotiations on a more comprehensive basis. We even, to a certain extent, 
went so far as to regard the method of bilateral negotiations as one that was obsolete for 
the settlement of economic relations . 

.As in other countries, we in Germany placed great hopes in the new method of more 
general multilateral agreements. To-day we see that our hopes have not been fulfilled. 
Every proposal that has been made on these lines has failed ; there was the proposal for the 
establishment of maximum percentages for duties or a percentage reduction in duties, the 
proposal for reductions of duties by categories of goods, and that for a Customs truce. The 
scathing criticism of the President of the Economic Conference, M. Colijn, at our last meeting 
in January, is still in all our minds. 

It would of course be a mistake to conclude from these negative experiments that 
success cannot be achieved by fresh efforts on the lines proposed hitherto. At all events, 
we must not give way to despair and assume that no good can be served by continuing to 
examine economic problems collectively here at Geneva. We must, however, I think, infer 
from our experience of the past five years that different problems have to be treated by 
~erent methods. The system of multilateral negotiations is still unquestionably as 
rmportant as ever it was wherever there is no pre-existent antagonism of national interests, 
and wherever, in particular, the only object is to fuse parallel interests and regulate them in 
a uniform arrangement. 

To explain my meaning I need take only a few examples from the agenda of this session : 
the improvement of agricultural credit, the settlement of the status of foreigners, the 
transmission of elect~c power from one country to another. As against this, in international 
trade, and abo_ve all m Customs questions, where every attempt at multilateral· negotiations 
h~a always fa~ed? the _method of construction from below, by regional agreements and 
bilateral negotmtwns, IS the most appropriate in the present circumstances. We must 
therefore hav_e t'!o parallel methods of work. The first, dealing directly with the regulation 
of the collective mterests of the European States, is that of multilateral agreements. Even 
so, only certain of the Sta~es will, as a general rule, undertake to put immediately into force 
any B';lch agreements, whiCh are intended to be universal. We can, however, confidently 
lea~e It to the_othe~ European States to decide whether they will do so immediately or later. 
Owm~ to the 1~ent1ty of mterests which may be presumed to exist in such cases, it may be 
8';1rml8ed that m the course of time these other States will spontaneously follow the example 
given them. 

. In this connection I may remind rou of the history of the World Telegraphic Union. At 
f~t there were two groups formed m Europe, the .Austro-German Telegraphic Union of 
l!SaO and, 86Condly, a West European group organised after the pattern of the former 
!'nd~r the leadership of France. .After a few years the development of the telegraph 
meVItably brought about the amalgamation of the two groups in a single European 
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Telegraph~c U~on (1858): This fusion again necessarily led in a few years to the World 
TelegraphiC Uruon established by the 1865 Paris Conference. 

The second m~t.hod, w~ieh I would venture to describe as progress from the pnrticulnr 
t~ the general, or if you Will allow the phrase, construction from below, must begin with 
~1lateral agreements! or at any rate agreements confined to quite small groups of StateR, 
m. or~er to ensure a first measure of success. Such arrangements, too, must of course cont.\in 
Wlthm them from the outset the capacity for generalisation; eithl'r there must be similar 
ag~e~ments between other group~ of ~tates, or, as time goes on, other countries must join 
eXI~tmg groups. Thus, construction from below will gradually contribute to the economic 
fuswn of Europe. In any case the present multiplicity of economic territories will be 
superseded by a smaller number of larger economic groups. 

This plan of bilateral or regional arrangements, as a cure for the exiNting economic 
troubles of Europe, inevitably leads to Customs unions. It might be held that certain 
intermediate stages would be feasible here n.s well. We have, for instnnr~>, to discuss the idt•n 
of preferential treatment for South-East European grain, a proposal whieh Germany has 
received very sympathetically. That, however, is a spel'ial case which needs to be tr~>ated 
separately and cannot be converted into a system. The position in South-East Europe 
being what it is, the economic existence of the countries in that part of the world depends on 
the possibility of exporting their grain. There is, in this case a quite excl'ptional l'lllergency 
for which an exceptional remedy must be used, its exc~>ptional character being recognised 
as such from the start. The general application of the idea of preference, or Its conversion 
into a system, would destroy the most-favoured-nation system, to which, it is true, there are 
certain exceptions, but in the maintenance of which Germany has a very strong interest . 

.Apart from such exceptional cases as that of the South-EaKt European countries, the 
most suitable means for remedying the economic division of Europe is that offen"\d by 
Customs unions. The decisive point is that every expansion of the home market facilitates 
and encourages the reduction of duties. Industries whieh have a large home nutrket nrc 
not compelled to demand Customs protection against foreign competit.ion to the same 
extent as industries belonging to a small economic territory which offers only inadequate 
possibilities for organisation, the building up of capital and technical developments. This 
natural movement is commensurate in intensity with the size of the home market, whereas 
inversely, the division of Europe into small economic territories has resulted in the existing 
exaggerated Customs duties. 

There is a further fact germane to the position in Europe -namely, that most duties 
were introduced as a protection against competition from other European countries. lienee, 
with every alliance between economic territories some of these protective duties will become 
superfluous. We frequently see in Europe that a country has imposed a heavy duty on a 
~ertain category of goods solely to protect itself against the competition of one individuul 
State, and that this duty is then applied against every other country . .As soon as the two 
former countries combine in a Customs union, this duty becomes superfluous, with ensuing 
benefit to third States. This advantage will not of course be felt to any appreciable degree 
until the idea of Customs unions becomes general. 

The history of Customs unions, in the nineteenth century at any rate, points to the 
existence of a law of the natural expansion of markets ancl a liberal Customs policy. It was 
in all cases the free-traders who aimed at and promoted Customs unions. 

The idea of regional agxeemcnts and the project of Customs unions have gained ground 
stearlily in recent years. I may mention the endeavours of Estonia and Latvia, and of 
Yugoslavia and Rournania, to conclude Customs unionR. The same idea is once again 
constantly brought forward in the countries belonging to the old Danubian monarchy . 
.At a congress in Liege in the summer of last year economists discussed the feasibility of 
a Customs union between France and Belgium ; and the great plan for a Customs union 
between Germany and France, with the possibility of further development, has been 
discussed for a long time, not by entirely uninfluential people but, on the contrary, by wdl
known leaders in public life. .As Minist~r of Economy, I followed the f?rtu!les o~ the P!all 
with the greatest sympathy. It is obviOus then that the Customs umon 1dca 1s rnakmg 
headway in ever wider circles, as is only natural if we consider its importance for the 
reconstruction of Europe. 

That being so I am prepared immediately to negotiate with every country, large or 
small, regarding the possibility of a Customs union. It is indifferent to. rn~ whethe_r the 
negotiations are bilateral or exte~d ~ro~ the outset t.o a gro~p of countncs m a particular 
region. I earnestly beg that my mVItatwn may be gxven serwus thought . 

.At the present stage of the discussion ~ shall. confine rnrself to the foregoing obser
vations. The central point of my remarks 1s the 1dea of rl'gtonal arrangements, that we 
should build up a Europl.'l!.n organisation from below. I have said that I am prepare_d to 
speak during the general discusRion, on any other general problems that may be ra1sed. 
I do ~ot however wish to close without emphasising once again that in my view, side by 
side with the end~avours made by each State to overcome the economic depression in its 
own territory it is essential that we in our Commission achieve the union of the Europt>an 
nations; we :Uust unc!'asingly work together for thl' reconstruction of Europt·. 



-16-

The cn.URliAN [TraMlation]. - As _delegat~ of France, I _desire to ~ake a few 
b t . ns whi"ch Qre necessitated by the mstruct10ns I have received and which I cannot o servo. -10 u • • f di · omit without detracting from the clarity and smcenty o our scuss10ns. 

I have listened with the closest attention to ~r. ~~tius' very eloquent sp~ech, ~nd I 
will admit that there was much in it that was very Judiciously expressed and With which I 
heartily agree. _ 

·Dr. Curti us has, if I may so put it, expoun_ded the metho_d, which he ~o~sid~rs we should 
contemplate for extricating the European natiOns from their present ~ficulties. He _has 
recalled the many causes to which our present troubles are to be ascnbed. In my VIew, 
the principal cause is this : hitherto the European peoples have held the~selves too remote 
from one another; they have been unable to. take !l'nY: c~n~erted actiOn to regulat~, or 
discipline, their production and trade. By taking act~onmdiVIdually th~y have acc?rdingly 
allowed a kind of anarchical situation to develop, which has been, and 1s, to my mmd, one 
of the most serious causes of the present economic disturbance. 

That however does not absolve us from taking concerted action; on the contrary. 
As I said' at the begining of tp.is meeting, the ne~d for concerted action _is one of ~he most 
cogent reasons for our meetings. We must avoid 1n what we are now domg anythmg that 
might create among the peoples represented on this Commission a state of apprehension 
or moral unrest. The nations cannot work well unless they have a deep sense that peace 
is firmly established and that nothing can shake it. If they are harassed by certain problems, 
the ensuing apprehension immediately aggravates the causes of economic unrest. 

Hence, for a body like ours, and I say so because I believe it, it is of paramount necessity 
to avoid anything that might be likely to disturb the nations. Whether, in order to achieve 
good results, we are to proceed from the general to the particular or from the particular to 
the general, we must, let me say it once more, avoid anything that may disturb men's 
minds. And here, with some regret, I touch on what I will call one of the sensitive spots 
in the situation ; but, after all, we have often had to refer to such matters in our debates 
and no serious inconvenience has resulted. The essential thing is that we should deal with 
all problems, of whatever nature, with a firm determination to solve them and without 
allowing that to mar our good relations. . There are certain things, even though they be 
rather awkward, that we can say to one another, provided we take care to put them in such 
a way that they are not misinterpreted and do not canse unrest. 
. Customs questions are not the whole of the problem. Whether we contemplate a 
general union or separate unions, this Customs question is not the cause of the unrest ; 
it is only one of the effects. When nations have recourse to measures of this kind, they 
do so because they are endeavouring thereby to avert economic disturbance. If, then, 
we wish to solve a Customs problem, we shall not be removing the cause of economic 
uurest by attempting, in default of a general solution, to improve production or trade. 

If, however, we adopt the system recommended by Dr. Curtius, of proceeding from the 
particular to the general, and experiment with separate unions first, it will be because 
we have been forced to abandon a general agreement. Why should we abandon that 
attempt before we have made itt Would it not be more logical to try first a system of 
complete union between all the nations taking part in our meeting here to-day f True, 
numerous attempts have been made ; the League has made the most praiseworthy efforts ; 
there have been conferences attended by the most celebrated and experienced economists 
who, after long discussions marked by a conscientiousness we have all admired, have put 
before us here all the information at their disposal and proposed certain remedies. One of 
those men, and not the least important of them, you have already heard. M. Colijn has 
told us of his disappointment, I may say, his bitter regret at the inability of the Govern
ments to ratify work that had been approved by the League and submitted to them for their 
favourable consideration. So be it ! There have been other instances of concerted action 
hat have likewise failed. I do not think that this is a reason for giving up the attempt. 
I believe that the original system was perhaps somewhat too ambitious, too compre-
hensive, too empirical. But there are other methods. _ 

My colllltry has proposed, in a memorandum (Annex 5), a number of measures which 
in its view would provide a cure. You will be asked to discuss and examine that 
memorl;\ndum. Nev~rth~l~ss, when among the unions_ put forward as a basis, we are asked 
~o c?n1nder ~he practicability of the method of proceeding from the particular to the general, 
It will, I think, be advantageous that we should be quite certain what it means. In this 
way our minds. will be prepared beforehand and we can obviate certain apprehensions 
and c_auses of distrust. In this case, however, it is necessary to avoid attempting anything 
tha~ 18 no~ allowed;_ for the outcome can only be trouble. Dr. Curtius referred, briefly, 
I will adiDit, to a uruon of the type which he contemplates as a basis. My country deeply 
regrets t~at it c~llllot acquiesce in such an attempt. It has protested very clearly and 
very forci~ly agamst any such attempt and it maintains its opposition. We shall revert 
~o t~at pomt later. I should, however, have been lacking in loyalty had I passed over 
m silence the example that has been given as typical without stating, in my capacity as 
French delegate, that we shall shortly be called on to debate and decide whether that 
attem[lt is lawful or forbidden. 

My Government's more detailed observations on the general position will be given by 
the French Secretary of Rtate for National Economy who will explain the French plan to 
~. ' 
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_For the moment I wish to say to Dr. Curtius that as an argument for the adoption 
!Jf his method he referred to the proposal for a similar union made by France and Belgium 
~ the P!lst. True, that proposal was made ; but what protests it aroused ; what resistance 
1t occaa1oned; wha~ alarms and threats resounded throughout Europe. Let us remember 
that when faced With all that unrest, due to the many political objections raised ag!Unst 
that at.tempt, my_ country did not persist. It realised that there was in the proposal 
something that might b~ advantageous to the two countries concerned but might be ao 
harmful to the other natiOns that it had no right to persevere in purely selfish wma. We 
therefore went no further. This example is therefore an interesting one and gives food 
for th~ught. What we must avoid is anything that might trouble the nations. Our two 
countnes could have done anything they wanted within the narrow limits of their Custom• 
frontiers but they would immediately have been made to feel all the disadvantages of 
auch an act. 

Wewi!J refer to this matter again in the next few days. l merely wanted to say now 
that on this point I cannot, notwithstanding my great desire, agree with my colleague 
the German representative. ' 

I apologise for having spoken in this way. I have done so purely from a sense of 
loyalty. I can accept any system, but it would be better not to attempt any which are 
not permitted by the treaties or by international conventions. 

Dr. CURTIUS (Germany) [TTanslation].- I should like to make a few abort observationa 
in reply to the Chairm.an's remarks. 

Our Chairman referred to Customs unions, and distinguished between those which 
are lawful and those which, owing to existing treaties, are not. 

As our discussion is at present a general one, I confined myself to the general function 
of Customs unions, and, if I said a word or two about the Austro-German plan, I only 
did so in order to state that I should not deal with that question. I accordingly abstained 
from examining, apart from their economic aspect, the special considerations which might 
be advanced. 

Moreover, we shall, I think, have an opportunity of examining this question In the 
Council, on Monday. We shall accordingly discuss the question of the legality of the 
Austro-German Customs Union in the Council. I may add that, in my opinion, we have 
kept entirely within the limits of the treaties, but I consider that this is not the place to 
discuss that issue and that we should restrict ourselves to the general economic aspects 
of the Customs union problem. 

May I refer to one point in order to remove a slight misunderstanding! In speaking 
of the Franco-Belgian negotiations, I was referring to those initiated during the Summer 
of 1930 by certain economic circles in the two countries. I am quite conversant with the 
position in 1840 and 1842 and with the exchange of notes which took place in those 
years. We shall perhaps have occasion to revert to it in the course of our debate. lt'or 
the moment, however, I merely wish to say that this example cannot legitimately be 
quoted, since the position in 1840 was a special one by reason of Belgium's being a 
neutral country. 

23. 

The discussion was adjouTned to the next metting. 

THIRD MEETING (PUBLIC). 

Held on SatuTday, .May 16th, 1931, at 4 p.m. 

ChaiTman: M. Aristide BRIAND (France). 

Economic Questions: The World Economic Crisis in so far as it eoncerns tbe Community 
of European States : General Di~eussion (continuation) • 

. 
M. GRANDI (Italy) [Tra11slation~- I have noted. with great interest the statements 

of the previous speakers, as also all that has been ~a.1d _a_nd proposed here and ehtewhere 
in connection with the European and world economic cn818. 

The present crisis is a result of the war, and post-war ~vents. Though i~a visible 
symptoms have become manifest suddeuly, the precurso~y signs hav:e been evident ~or 
a long time. The welfare of a gi!en country ~d the satl8fa.ctory penods through w~ICh 
the various countries have passed Since 1919- JUSt as they have ahto passed through per1oda 
of economic and financial adversity- have given rise from time to ti~e ~o a facile opti~ism; 
but the feeling that the economy of Eur~pe, too permeated by a restrictive senae of na.t~nal 
egoism, was making its way down a. blind alleY: .~ long been general. Fo~ a. long t1me 
now. even, it may be said, since the end of hostilities, people have been seeking for means 
to forestall this danger. 
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d 'th what have now become the usual methods, these anxieties led to In accor ance WI F' · 1 c nf · 
nf d recommendations There was the Brussels illancia o erence ill 

co erences an • · E · C nf f G 
1920 the Transit Conference at Barcelona ill 192~, the cononnc o erence o e~oa 
· 1922 and the Economic Conference at Geneva ill 1927, and so on up to the mee~illg 
;:: the Commission of Enquiry in January .1931 and th.e last Wheat Conference orgarused 
in .April by the Rome International Institute of .Agriculture. I ~o not ~ow. whether 
all that could and should have been said in these Conferen~es was said, or srud. as It sho~d 
have been said. The truth, the whole truth, was sometrm~s neglected, while ~ttent10n 
was paid to the superficial symptoms rather, than to t~e radical..,~uses. of the evil:. . 

The,::result was that, while delegates were talking and discussillg, the situatiOn 

grew T~:r;~e has come; to pass from words to deeds, to ~ecognise .fra.nkly th~ errors which 
have been committed and to seek a remedy. There 18 on~ prillCI.ple whic~ sh.ould be 
retained out of all those which have been expoiD;lded : illternational ~olidarity and 
co-operation. The crisis is worldwide and for us mainly European. It IS not a case 
of any particular country, but the cr!sis in each ~ountry has to be examined in its relation 
to the conditions in other countries. Countries cannot be regarded separately - to 
put forward the interests of on~ as oppos.ed to those of. another would not ~e to the 
advantage of the first country ; It would, illdeed, be detrrmental to all countries . 

.Another danger which has clearly been demonstrated by the last session, of the 
Connnission of Enquiry and of which traces, though slight, can be found in previous 
discussions, is that the method hitherto followed for the application of the recommendations 
made has not been the best and should be reconsidered. Too often, the differences between· 
the various national economic organisations have been disregarded and the needs of the 
various countries have been discussed from the theoretical rather than from the practical 
standpoint. . 

In the present situation, particularly with regard to this necessity for practical 
action, several proposals have been submitted which may be summarised as follows : 
(1) Granting of credits, particularly to agriculture; (2) International industrial and 
agricultural agreements; (3) .Adoption of preferential treatment; (4) Customs unions. 

There can be no doubt that the granting of credits on better terms than those 
obtainable at present may be helpful and that there is place for an international credit 
institution side by side with the existing credit organisations. 

Our Connnission, in agreement with the Council of the League, has already made 
considerable progress, thanks to the work of the technical organisations, in preparing 
a scheme for the creation of an international land credit institution. The advances 
proposed are long-term credits. The Rome International .Agricultural Institute has 
also undertaken to study the question of the establishment of an international institution 
for short-term credits. 

We do not believe that these initiatives will lead to very far-reaching results, and are 
·aware of the difficulties that may be encountered in connection with them. The Italian 
Government is nevertheless prepared - now as previously - carefully to consider these 
schemes. The essential point is to take some useful action and take it as soon as possible. 

The Italian opinion with regard to international industrial and agricultural agreements 
was explained at the Economic Conference of 1927 when this question was discussed in 
detail. Italy does not entirely exclude such agreements, but considers that they are only 
desirable if they succeed in harmonising national with international requirements and 
if the possibilities of production of less industrialised countries can be co-ordinated -
that is to say, if no hindrances or restrictions are created to the detriment of these countries 
and to the advantage of more industrialised countries. It should be remembered that 
certain countries have to rely on industry to satisfy the needs caused by an increase in 
population. · Let us remember also that experience proves -in spite of several statements 
to the contrary- that these agreements have not succeeded in reducing protectionism. 
M~reover, though they may be applied to certain categories of products, they entirely 
fail to reach the great mass of production divided as it is into an infinite number of 
undertakings . 

.Another important point in our discussions, I think perhaps even the most important, 
is that referring ~o prefere~tial treatment. Only quite recently- that is to say, since other 
schemes have failed, particularly those for lowering tariffs and establishing a Customs 
truce- the problem of preferential treatment has been to the forefront in our discussions. 

The comparative failure of the proposal to lower Customs tariffs and institute a 
Cust~ms truce ~ due, if I ~y say so without being paradoxical, not to a lack but to a 
surfeit of accessiOns. These Ideas were so excellent and found such favour with the public 
that consent could .hardly be refused ; but words were not followed by acts. Nothing, 
or a_t any rat~ very little, was done in the way of lowering tariffs. On the contrary, existing 
duties were ill many cases increased. The situation, instead of improving, grew worse. 

The adopti?n of a preferential.system in favour of the Danube States for the import 
of cereals was discWised at E?ononnc Conferences last year, by the Commission of Enquiry 
last January, by the Comnnttee for the Disposal of Btocks of Cereals and even by the 
Wheat Conference at Rome. 

. ~he ~cultr which had to be overcome was the fear that the adoption of a system of 
this kind.~ght di11turb the C?~m~rcial relations with other States which also export cereals. 
It was 11a1d that the quant1t1es mvolved are relatively small. .Account must, however, 
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be taken of the possibility of unfortunate repercussions. .Aga.in it wa.s found impossible 
to lea.ve the rea.lm of theory a.nd get down to fa.cts. 

There ar~ also other general considera.tions which cannot be completely disregarded. 
The preferential system, ~owever attractive it may appea.r, ca.unot, in principle at Jea.st, 
b~ regarded as. an econoiillcally h~althy method. This system cannot be applied in practice 
Without creating at the same time certa.in hindrances to international trade whereas 
on the C?ntrary, an impr?ve~ent of the present situation can only be brought' about by 
encouragmg and developmg mternationa.l trade. 

Mor~over, if. the system became general, there would be no means of preventing the 
commerCial rela~10ns bet~een v~ous countries being entirely upset a.s a result of pre
ferences_. Certam cereal-~~ortmg countries only. import comparatively small quantities. 
Others. rmport lar~e quantities both from a relative and an absolute standpoint. Some 
countnes. are so &tuated that they need hardly worry, if at all, about the effects which 
preferentia.l tr~atment may h~ve on third States. Finally, some countries are bound to 
feel such _annety. Preferential treatment therefore may, according to circumstances, 
produce different results ; so that it does not constitute a uniform solution. The Rome 
Conference brought out what may perhaps be a useful point in this connection. The problem 
was treated for the first time with the participation of representatives from overseas 
countries and the Conference recognised that the best way to achieve pra.ctical results was 
to resort to the diplomatic channel by which each ca.se could be studied separately and all 
the factors of the situation weighed. In truth I think this is the method which is most 
likely to succeed. 

Finally, it was stattld that the European crisis might be remedied by instituting a 
system of wider markets by means of Oustoms unions. It cannot be denied that the limitation 
of the various national markets constitutes one of the causes of the difficulties which now 
be set Europe. It is one cause, but not the true one. For instance, the United States of 
North .America which constitute in the1nselves a va.st market, have not been able to 
escape the effects of the general crisis. 

In Europe it must not be forgotten that either the fusion of two or more national 
economic systems leaves intact the industrial and agricultural productive machinery of 
each, in which case the fundamental causes of the phenomena of over production which 
we are seeking to remedy still exist; or else the fusion favours the national economy of 
one country to the detriment of that of another, in which case it may result in re-establishing 
equilibrium between production and consumption by sacrificing the weaker organisation 
on the altar of the stronger. 

In order to avoid these harmful consequences temporary Customs arrangements 
have been suggested. But these temporary solutions raise once more the whole problem 
·of relations with other States and the problem of the most-favoured-nation clause. 

It should also be remembered that in schemes of this kind there exist not only an 
economic element, but also a political element, and it is not always easy, and some
times even impossible, to draw a distinction between the two. There are legal elements 
which originate, or may originate, from the existence of treaties, protocols, conven
tions, etc., which must also be taken into account. Nor can there be any doubt that reci
procal confidence and general tranquillity are indispensable factors in the improvement 
of the European economic situation. 

I return to the question of preferential treatment. When we speak of preferential 
treatment, we mean Customs treatment, but Customs treatment does not by any means 
embrace the whole problem. Trade may also be hindered or facilitated by other factors: 
conditions of transport and transit, special facilities in banking operations, etc. These 
various factors considered separately may not seem to be very important, but &H a whole 
they constitute a factor of the highe~t importance, so that they will eventually play ~ _far 
greater role in practice than preferential treatment. Here at la.st we come down to realit1es. 

In certain countries, particularly in that part of Europe to which we are referring, 
other reasons may be advanced. Some co~tries of_Central Ea~tern Europe.- o~ certa.in 
regions of these countries - for a long penod const1tuted one smgle econoiillc umt ; they 
had their common credit organisations, transport, trade, and business traditions. 
Industrial and agricultural products were distributed according to the free play of economic 
forces. Events have profoundly altered this system of interests. In this part of Europ~, 
as also in others amcultural a.nd industrial production and consumption are, for econoiillc 
a.nd historical r~as~ns, complementary and might balance up normally, wherea.s they are 
not allowed to do so. 

Obviously the solution we are seeking for the general crisis' and also for ita most urgent 
a.spects must correspond wi~h these facts .. It mus_t even in: cer~ain cases be based on them, 
naturally embodying them m a work of mternationa.l solidarity. 

The problem of the European crisis is not co~ta.ined in one formula or even in a n~ber 
of formulal, however fascinating and all-embracmg these may seem to be. It cert_ainly 
ca.unot be solved by adopting any of these formulal. There are no one or two uniform 
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solutions applicable to all countries, to which all countries _would will~ngly ~uthbscri~e- Tt~el 
d tion made by the Rome Wheat Conference m connectiOn WI pre eren Ia 

recomme~ a. r s to the various aspects of the European crisis. The effort of international 
!:~:t':r~io~~e~uired must be made, not· on!y in the form o! international protocols, but 
alsop and erhaps to even a greater extent, m the form of direct agreeme~ts. Naturally, 
thes~ agre~ments should not be of such a nature as. to prevent the contractmg States from 
concluding separate agreements with other countnes ; nor should they be based on a~y 
save economic considerations. They must be freely concluded, based ~m the. spemal 
conditions of trade between the contracting countries and should be to the Immediate and 
undoubted advantage of each State. These agreements must respect the p~esent syst~m 
of trade and the autonomy of each State, and must, mo_reover, respect the nghts of third 
States so that they may find their natural complement m other agreements concluded by 
the contracting States with third States. 

This is the method which Italy has long been suggesting_ at the variou_s internati_onal 
meetings. It should be remembered that by t~e nat~al. mterplay of mterest direct 
agreements stretching and crossing in all directiOns Will fmally produce those general 
l'esults which all the world desires. 

In this matter we are not dealing with abstract assertions and indefinite aspirations ; 
we are dealing with practic~l con~iderations which. h~ve formed the starting-point of ~y 
country's policy in connectiOn With recent negotiations and agreements. The Italian· 
delegation reserves the right, in the course of our work, to revert to these arguments . 

.Among the various schemes examined by Economic Conferences there remained, 
after the setback suffered by the attempt to lower Customs tariffs and institute a Customs 
truce, the Commercial Convention, proposed also by the Italian delegation and signed 
at Geneva on March 24th, 1930. It contains positive elements which render its coniing 
into force possible. NeYertheless, and even in spite of the fact that this draft Convention 
was generally approved, it has not yet been applied. 

The Italian Government hopes that what has hitherto been impossible will become 
possible in the near future. It has proposed that the most appropriate means should be 
sought for putting the Commercial Convention into force. Such an achievement would 
constitute a useful preparation for the application and extension of the method of direct 
agreements, a method which Italy has always supported and has herself begun to apply. 

M. FRANQOIS-PONCET (France) [Translation]. - By now no one doubts that in the 
economic sphere a certain disappointment, not to say anxiety, has spread throughout 
the whole world. The crisis from which all the nations have been suffering for nearly two 
years still exists and the end is not in sight. Unemployment is not decreasing, the price 
of raw materials is still disastrous, while stocks and shares express the general financial 
depression. Moreover, the efforts which the League has hitherto made not invariably 
secured all the results desired. · 

Must we, however, give way to despair and wait for the natural course of events to 
restore, by brutal selection and at the cost of enormous suffering, the world's shaken 
equilibrium t The French Government does not think so. It thinks, on the contrary, 
~hat we ought to redouble our efforts, profit by experience (even negative experience) 
m order to correct our methods, and endeavour to open out new pathways by addressing 
an earnest appeal to the intelligence, common sense, organising faculties and spirit of 
co-operation 1>f the countries here represented. 

The French Government therefore has endeavoured to combine in a sort of co-ordinated 
sch~me a body of suggestions which, in my Government's view, might, even if it cannot 
entir_ely solve the present problems - for who can hope to do that f - at least provide 
a. reliable basis for work and discussion leading to a series of effective resolutions (.Annex 5). 

The starting-point is provided by the work being done at the request of the Commission 
of Enquiry on European Union, the object of which is to remedy the difficulties experienced 
by the agricultural population of the countries of Central and Eastern E_urope. 

This Commission took four decisions last January. It decided that a Conference 
should be convened to study the disposal of existing stocks of cereals that another 
Conference should study the disposal of future harvest surpluses · it decided that the world 
aspec~ of the cereal crisis should be left to the Rome Confere~ce · finally it asked that 
prac:tlcal plans _for international agricultural credits should be su'bmitted' at the present 
sessiOn. All th1~ wor~ has. been accomplished ; I shall have to submit a. more complete 
statement on th~s subJect m. th_e course of our meetings. For the present I will merely 
note that the disposa:l of eXIstmg stocks has been facilitated and accelerated ; that, in 
order to secure the d1sposal of these stocks and future surpluses an agreement between 
all th~ Eu~opean and overseas exporting countries is being prepa.'red and will have to be 
e~ammed m London next ~onday, its for_m being much the same as the scheme for dealing 
; 1th th_e sugar problem. Fma~ly, a practical plan, the creation of an international company 
.;~ agncul~ur~l mort~ag~ c~edits complete in every detail is ready for your consideration. 

00 
e o~gamsa~IOn which It IS propos~d t_o create, which, if ~his Commission approves, will 
~ mto ex111tence and whose arm 1t will be to improve the cost prices of the agricaltural 

pr .... ~.?t~ of Central and E~stern. Europe and thus restore the purchasing power of the 
P0 ....-t1om of these countries, ean be put into effect this autumn. 
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0~. efforts, the~efore, have been in vain. On the contrary, in three months the 
Comnus.si?n of Enqwry on European Union, having taken up for the first time a conc.ret.e 
and definite problem, has been able to produce practical results. We may there foreargue 
th~t the m~thod followed. has n~t been altogether bad and perhaps furnishes an example 
of mternat10nal co-operat10n which might serve as a model. 

In any case, the French Government thinks that, without waiting to rcgister the 
effect of these measures, we should now complete them by institutin<> accordin<> to the 

d ti f "' ,., recommen a on so o ten expressed by the authorities concerned, a system of Euro11ean 
preference in favour of European wheat . 

. Would such .a preferentia~ system mean that France is abandoning the most-favoured· 
nat10n clause w!rlch she has hitherto so loyally respected t Not at all; for I would remind 
you of.the manm that ~he exception proves the rule. Preference, as we l'onceive it, is an 
e~cept10nal measure which can be explained and is justified by abnormal and exceptional 
cll'cumstances. Moreover, as we propose it, this preference would apply to certain dllfinite 
quotas which might be revised from time to time according as the circumstanl'es - the 
price of wheat and the value of the stocks -themselves changed . 

. Thus defi~ed, I think that preference need not cause any anxiety to those countries 
which have hitherto combated it. The overseas countries in particular, as M. Grandi 
pointed out, seem to have realised at Rome that this preference would be granted only 
in respect of quantities which were, for them, practically negligible. If we take as a basis 
the average for the last three years, we may estimate at 210 million quintals the surplus 
of wheat and flour available for export from the nine principal producing countries of the 
world. Of this total the countries of Central and Eastern Europe only represent 10 million 
quintals or about 4.8 per cent. Moreover, this wheat does not compete with Cauadilm, 
Australian, Argentian or American wheat, because it is of a different quality, is not bought 
by the same persons and because it is desired not so much to seek new outlets as to obtain 
better prices. If, therefore, the granting of a preference involves some sacrifice, that 
sacrifice will not have to be borne by othet exporting countries or by countries which do 
not ordinarily purchase wheat from the countries in question. 

The adoption of such a preferential system does not mean that discrimination would 
be introduced into the Customs tariffs of the purchasing countries as we know them to-day. 
On its arrival in protected territories, wheat, whatever its quality and whatever its origin 
is subject to the existing duties, and thus the current prices in the countries in question 
are not in any way affected; but a certain proportion of the duties paid, calculated in 
such a way as to ensure as far as possible for the producers an adequate remuneration, is 
repaid to the producers. Countries, therefore, which grant this restitution of money do 
not place any burden on their own taxpayers or regular budget receipt.s : they simply 
forgo a certain, and not very great profit, derived from a category of receipts which has 
never been regarded as a regular means of procuring income. 

In practice, and by way of suggestion - the door naturally remaining as wide open 
as possible for all suggestions, modifications, and criticisms you may wiHh to make - t.he 
system which the French Government proposes might be defined as follows : 

(1) The countries of Central and Eastern Europe willsct up a joint wheat diHllOHal 
office; 

(2) A Commission, including representatives of purchasing and selling countrit'M1 

will periodically fix the quotas to which Customs preference is to be applied ; 

(3) The same Commission, but consisting only of representatives of purchasing 
countries, will allocate these quotas and fix the amount of the preference ; 

(4) Preference will take the form of the repayment of certain sums to the central 
office of the selling countries ; 

(5) The central office will allocate these sums between the various organs of the 
selling countries who will in turn make payments to the farmers. 

Quotas and preferences can always be revised when necessary. 
I do not think it will be difficult to put this programme into practice, nor would it 

meet with any insuperable difficulties. There is, however, one distinct difficulty to which 
I must refer. It may be asked whether the purcha~ing count_ries ~hich gr~nt in respect 
of a definite quota the benefit of preference to the selling countnes w1ll grant 1t, so to speak, 
for nothing or will receive somethina in exchange. I will not dwell on the arguments for 
and against. I will merely say that the French Government does not wish, for the l're~ent, 
to make a choice between the two possibilities. It feels that the main requiremt'nt lS to 
reduce to a minimum derogations from the most-favoured-nation clause and that 
consequently no counter-advantages should be granted to anyone or those advantages 
should be available to everyone. My ~overnment rea~ses. that _the q~estion is a complex 
one and that it merits discussion, and 1t hopes that this discussiOn Will take place her_e as 
soon as possible. My Government believes th~t it will be ~uf~icient to adopt, on t_he bas1s of 
the general conditions which have been de~rned, the pnne1ples of a preferential system, 
temporary, variable, and limited, and applicable to the wheat exported by Central and 
Eastern European countries. 
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The French Government is convinced that t~is system, coupled w_ith the pro~pt 
establishment of the international insti!ution for agncultural mortgage credits, the adopt~on 
of the measures suggested by the Pans and Ro~e C?nferences, a~d the ~oncerted acti~m 
of exporters to regulate the disposal of stoc~~· 'Ylll bnng a}>out an Immediate and steadily 
increasing improvement in the present cnsi~ ~ the agncul.tural ~tates of Cen~ra.l and 
Eastern Europe- the first concrete and definite problem With which the Comnusswn of 
Enquiry has had to deal. . 

Moreover, in endeavouring to improve the situation .of the inhabitants .o.f the~e coun
tries, the industrial States of the West will not .be making an empty sacrifice, SIJ?-Ce the 
restoration of the purchasing power of farmers m Central and Easte:r:n Eur_?pe Will lead 
to an increase in their needs for manufactured products, and they will begm once more 
to purchase as much as, or more than, they purchased in Western countries a year or two 
ago, which would be an advantage, seeing that since the crisis they have only been buying 
half as much as formerly. 

This is the part of our plan which concerns the agricultural problem of the countries 
of Central and Eastern Europe. 

I now come to the second chapter which refers to the industrial aspect of the crisis. 
Agricultural countries are not the only ones which are suffering from the crisis ; industrial 
countries are equally affected. This aspect ·Of the problem has therefore also to be 
considered. We have the work which the League of Nations has carried out since 1927. 
In that year the League of Nations endeavoured to provide Europe with a new economic 
charter. The League seems to have thought from the outset that too high Customs 
barriers, hindering the disposal and circulation of goods, were the cause of the economic 
malaise in Europe and in the world ; it therefore endeavoured to persuade the persons 
concerned to lower their tariffs simultaneously and on uniform lines. 

I believe, and frankly say, that· this aim was rather ambitious, because the situation 
in each country is very complex. The various items of the Customs tariffs are very delicately 
discriminatory. A uniform reduction - even by a small percentage - in all Customs 
tariffs without distinction might be borne very easily by some countries and constitute a 
mortal blow for the products of a neighbouring country, to which the latter could hardly 
consent. The situation in the various countries is very dissimilar and we must not forget, 
as over-acid critics do too often, that after the Economic Committee o~ the League of 
Nations began work something occurred which in the memory of man has never occurred 
on so vast and serious a scale - I refer to the economic crisis. The task of the League 
of Nations, which at any time would have been difficult, was still further complicated by 
a worldwide occurrence which happened at a moment when nobody was expecting it. 
After long and fruitless discussions it was therefore found necessary to abandon the method 
suggested. 

The proposal was then made to revert to the idea of a stabilisation of duties and to 
secure at least what has been termed a Customs truce. The success achieved in that direction 
was not much greater. Nor did the efforts of the Economic Conference to stabilise the 
tariff regime deriving from trade conventions and treaties lead to the desired result. 
Nevertheless, I agree with the Italian delegate that ratifications have been received after 
the time-limit laid down in the Convention of March 24th, 1930. We might therefore 
ask whether it would not be desirable to reconsider the problem and see how the Convention 
could be put into force. If the Commission of Enquiry decides to do so, France would 
willingly co-operate with other countries. 

In truth, as M. Briand said this morning, Customs duties are probably an effect rather 
than a cause. The cause, or one of the causes of the crisis -for they are legion - is above 
all, we think, the disturbance of the equilibrium between the production of raw materials 
and t~e production of manufactured articles, a disturbance caused in turn by over-rapid 
techrucal progress and an over-accentuated rhythm of rationalisation during the last few 
years, and the lack of harmony between the main centres and elements of production, 
each developing on its own lines without considering the others. Another cause is the 
defective allocation of markets owing to the use of machinery which is not really adapted 
to secure the best distribution of products. 

If this i~ so, we must agree that the remedy for the crisis is to correct the operation 
of the machinery of production and distribution, to impose greater discipline in the 
matter of production and sale. That is the method and type of international intervention 
which have been adopted or suggested for wheat ; the well-known method of agreements 
and cartels. 

~t has just, for instance, been proved that this method of agreements and cartels is 
and mdeed .- con~rary to the hitherto prevailing opinion - applicable to agricultural 
products. Hitherto It was thought to be applicable solely in the case of industrial products. The 
contrary has now been proved ; it would not therefore seem to be the time to renounce 
this syste~ in the case of industrial products. At present, the production of raw materials 
and the md!lstry of. trans.forming and distributiing goods are grouped into numerous 
cartels. I will not give a list of all those cartels which are concerned with raw materials 

. the t~ansport in.dustry and manufactured products. I prefer to come immediately to th~ 
question : Has It been proved that agreements as they exist or as they existed before the 
war and have been developed after the war are of any use t 
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Doubtless they have not prevented the crisis from occurring · but if they had been 
more numerous and. of l~~ger standing and if they had been concluded f~r a longt'r period, 
perhaps.the econonnc criSIB would have been avoided. In any case, wherever agreements 
have ensted and wherever their spht're of activity has been extended it has been noted 
tha.t th!l effects of the crisis have not been so acute and that the market has been able to 
mamtam s~me semb.lance of order instead of entirely collapsing. Indeed, on looking at 
the econonnc world It seems to me that industrial R"'reements are the only element of 
order and organisation which is holding its own. "' 

The French Government believes that the method best adapted to the circumstances 
and based on experience, is the method of agreements. A study of the past confirms the 
lessons of. the present. The ?bstacles encountered by the Lt'ague in its economic action, 
an .analysis of the effort~ which have led to the fotmation of the sugar cartel and those 
which shortly! I hope, ~ lead to the establishment of a wht'at agreemt'nt, all lead to the 
sa.me conclus10~s. This IS the best way to attack the problem. This is the way which 
will lead to satlsfact?ry results. The Universal Telegraph Union was quoted this morning 
~s ,:.tn.example. I willingly acc~~t that example, but for my own purpose, because I think 
It IS JUSt an ex~mpl~ of a defrmte branch of activity for which a specialised cartel was 
formed and whtch gives complete and general satisfaction. 

The task to be accomplished is still a heavy one. Existing agreements will have 
to be strengthened, their field of action will have to be extended and new agreements will 
have to be concluded. The agreement concluded for twenty years between French German 
and Swiss manufacturers of large electric equipment must be extended to other ~ountries. 
The negotiations begun between French, British, Belgian and German producers for the 
organisation of the coal market must be resumed, encouraged a.nd completed. Cartels 
will have to be formed for products which up to the present have been loft untouched 
by international action, but which in world economy occupy a position of prime importance 
- for instance, chemical products other than dye-stuffs (for which cartels already exist), 
in particular, artificial fertilisers. 

Partial agreements have recently been concluded in the automobile industry ; it 
should therefore be possible to secure an allocation of the European market between the 
different motor-car manufacturing countries. 

In the textile industry the agreement concerning silk is still in a very elementary 
state, and !night be considerably improved. Representatives of the wool industry meet 
regularly in conference ; this provides a basis for an understanding which should load to 
the formation in the very near future of a true cartel. IIII must also refer to the case of the 
wood industry, not merely because that industry is'"'obviously in a state of complete 
disorganisation, but also because the felling of trees must be reduced by joint action : 
two reasons for which an international agreement would be advantageous and which 
indeed will themselves facilitate the conclusion of that agreement. 

The French Government does not, however, merely propose the consolidation and 
general extension of agreements, such as have hitherto been concluded. It feels that this 
economic policy should henceforth be pursued in such a way as to improve the whole 
character of these undertakings in the interest of all concerned. 

Up to the present producers negotiating or concluding international agreements have 
always assumed that Customs duties cannot be changed, that they are an invariable factor. 
Agreements have been prepared on the basis of existing Customs duties : it was assumed 
that those duties could be stabilised but could not exercise any great influence on the tariff 
policy of the participating States. 

To-day the French Government considers that, if agreements were multiplied and 
extended, they !night have direct influence on Customs tariffs and even alter the bearing 
of those tariffs. Whenever an agreement is sufficiently powerful, both quotas and prices 
are regulated. The national market is reserved for the producers of each acceding country, 
and the quotas to be admitted from abroad, at prices which are discussed a.nd agree1l 
upon are fixed at periodical meetings. This means that the Customs duty levied on the 
good~ controlled by a cartel is n.o longer of the same impo~ance as under ~he old system. 
Though it may be defensible to rmpose a duty for goods whwh ar~ no~ subJect to a quota. 
system, Customs duties become necessary, for purposes of pro~ect10n, m the. case ?f goods 
subject to a quota. It is useless, because the necessary protectiOn of the natiOnal mdustry 
is already assured. 

Consequently, we can contemplate a part!al lowering of Customs barriers. betwe~n 
the various countries, under the control and With the support o~ the St~tes, ~th?ut m 
any way affecting the interests of producers and consumers and Without d1sturbmg m the 
least the economic system of each country. Such a system would, moreover, amount to 
a ~d of bounty to all who voluntarily accepted its discipline, while the producers in. 
countries which were not disposed to take part in international agreements would not 
be allowed to benefit from Customs exemptions. It would render inoperative, at any rate 
so far as the goods controlled by cartels are concerned, the. artificial means - direct. or 
indirect bounties on export - which are so often used to disturb the market and whwh 
encourage unfair competitors to the detriment of others. 

The French Government adds that, though it recommends this method and asks 
that it should be examined, it would not reject any oth.er method w~ch. might lead ~o 
the same result, and in particula~ it is p_repared"to. ~ontm~e .the nel:\'otiatlons already m 
progress with certain countries With a view to reVIsmg existmg tariffs. 
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Obviously there are objections to forming cartels. I have. raised most of them ~yself. 
The would carry more weight if this were a new method w~1ch had not ~een studied on 

y 1 AAa·1·0 n8 It has been said that the League of Natwns was anx1ous to support 11evera o~n • h · · · h t that method but w38 obliged to abandon its efforts,_ but I say t at 1ts ~nqmnes ave no 
been unproductive. They have brought out the Importance of the Idea. T~ey _have 

11timulated action. Without the League's efforts the sugar agreement, whiCh Ill . so 
valuable a11 an example, would riot perhap~ have been concluded .. The coal <:a~tel, which 
yesterday was impossible, may be const~tuted to·morro_w. It IS .not suffiCient for a 
programme to be good in itself for it to receive breath and life. The ctrculll8tances and the 
hour must also be favourable. 

It will be said indeed it has been said, that agreements do not lead to immediate 
results that interntinable and careful preliminary conversations are necessary, and that 
as the' agreements concluded m~y be re~sed at. fairly short. intervals, th_e _method is 
precarious and does not give lastmg secunty. It IS true that It has been diffiCult up to 
the present to conclude agreements and .tha~ those whi_ch. have been ~oncluded are 
somewhat fragile. I think, however, that It Will be less diffiCult to negotiate them and 
they will be more stable when _the Gove!nments and the Le~gue of Nation~ deal with them, 
take them under their own regiS, and stimulate and help pnvate efforts, Without, of course, 
actually replacing it. 

Finally, and above all, it is obvious that the Customs unions to which reference was 
made this morning will require neither less time nor less trouble for their preparation. 
To decide in principle to form a Customs union is very quickly done ; to bring it into being 
take11 much longer and is much more difficult. The Governments which desire to make 
a Customs union have to revise, article by article, the whole of the commercial convention 
which hall hitherto governed their trade. Most of those articles, or at any rate a large 
number, will raise discussion and even opposition. The Governments would have then 
to establish intermediate tariffs for the transition period, in order to save a number of 
industries from an overwhelming collapse. To accomplish all this requires months, 
poesibly years, and during that time perhaps a great many international agreements may 
be concluded. 

When we get to the bottom of the matter, the method suggested by the French 
Government is not in substance so very different from the Customs unions, when one 
passes from theory to practice, and to the actual creation of those unions. In the one case, 
as in the other, it is necessary to examine one article, one material, and to regulate its 
production and sale by agreement. The method recommended by the French Government 
is neither Jess rapid nor less flexible than the method of Customs unions. It merely covers 
a great number of participating States. In any case, it has undoubted advantages over 
the method of Customs unions. 

The French programme pays no attention to frontiers, and consequently involves 
no political danger. It will not create suspicions of any kind. According to the supporters 
of the method of Custolll8 unions, the latter constitute only the first stone in a vast mosaic 
which will soon cover the whole of Europe. All that is necessary is to encourage other 
European Powers to form similar unions, and an agreement between these various regional 
unions will finally constitute the European union. 

. The French Government does not consider that to divide Europe into several economic 
groups would be a good way of ensuring peace. Economics and politics cannot so easily 
be separated from one another and treated apart. Economic policy is closely connected 
with politics, particularly when it is confined within the limits of certain political frontiers. 
It has a political aspect. It is open to suspicions of a political nature when it concerns 
an area which is one of the most sensitive points in politics. It is little use to affirm that 
the proposed unions are exclusively economic, and that it is not intended that they shall, 
now or later, prepare the way for, or precede, a political union. 

I do not say that such a statement would not be genuine, but it suffices that there 
ehould be a long-standing tendency in favour of political union between two States for 
the ~~re announcement of a proposed Customs union between them to give rise to the 
suspicion ~h~t they. ar~ ~repariJ?-g to combine, and for a serious political agitation to result. 
To the eXl!I~IDg evils 18 Immediately added an even greater evil, which makes the others 
more complicated instead of contributing to their solution. 

Moreover, writers who have studied the problem of customs unions -there are many 
and al~hough I have read a. certain number, I do not claim to have read them all ~ 
re~ogmse th~t the Customs union does not usually do well unless there is also political 
uru~~· I ~ll quote a._reference from M. Schuller's book {page 217): "Without a close 
political nruon and Without common organisations such an economic combination of 
several States is obviously impossible. " ' 

Reference :was ma~e this morning to past history. .Alas! I do not find the history 
of th~ Zollvere!DB par~Icula:rly reassuring nor does it invalidate the French views. This 
mor~ng :when I was listeniDg ~o several of the statements which were made I thought 
of ~~ch Naumann's. Welrret<'lle theory, in wtlich he foresees final harmony; but agrees 
that It will only be attamed by struggles, conflicts and terrible battles. 



In these circums~ances, the Customs union would not hal"e the results which its 
supp~rte~s expect of It. It would bring about something which they do not want : t.he 
constitutiOn of other groups, or a~ any rate, of another economic group. This group would 
thereby, an.d ~s a result ?f the ~rrcumstances and state of mind "'hich it would engender, 
be anta~omstic and retaliatory m character. The two groups would be animated neither 
by~ desrre _of mutual ~el~ nor by a desire to co-operate, but, alas, rather by an ineluctable 
feeling of nvalry. This rivalry ~ould soon turn into economic conflict ,.-hich, in its t.urn, 
would. so~n shake the foundatiOns of the League and cause inextricable political 
com~lica.tiOns. To support such a conception is to try to make a covenant with Providence: 
the nsk 18 too great. · 

Th.e French programme would not lead to the creation of economic units, determined 
to outnya~ one another. It wo~ld !lot leave the League of Nations on one side; it would 
work Within. the League and With Its help. Finally, it would not deliberately reject the 
work done m the past. It would learn from past experience. It would endeavour to 
crown the work of ten years of unceasing effort. 

For ~II these reasons the French Government believes it is right in thinking that its 
metho~ 18 preferable to the method of Customs unions. It proposes, since one single 
operatiOn for the P1!XPOse of lowering Customs duties suddenly and simultaneously could not 
succeed, to. orgamse the economic .life of the nations, material by material, product by 
pro~~ct, With. an accel~rated r~ythm, by means of agreements and cartelN, apart from 
P?litiOal frontiers. ~t firmly believes that in this way, and in no other will it be possible 
Without trouble or disturbance, gradually to eliminate Customs barriers. 

It suggests that a conference similar to those recently held in Paris should be called 
to study the pr~blem o! '!heat from a realistic point of view, or that a committee of experts 
should be appomted sunilar to the delegation of the Financial Commit.tee of the League 
of N.ations which has been instructed to draw up a practical plan for agricultuml mortgage 
credit. 

It suggests that this committee or conference should be asked to determine what 
industrial agreements are most important and can most eaMily be strengthened, extendod 
or created, and what Customs arrangements between the States shouhl complete the 

· agreements. · 
After this, the French Government suggests that, with the help of the expert a and under 

the regis of the States, the circles concerned shall be aKked to collaborate and conclude 
agreements on the basis of the plan drawn up, so that more ordor may be introduced into 
production and trade, and that peace may have a more solid foundation. 

I now reach the third part, the third chapter, of the programme, which is devoted 
to the special position of Austria. 

We think that the programme for the general economic reorganiwation of Europe 
may well be completed by exceptional measures for giving immediate and effect-ive help 
to Austria.. Austria, which is like a turning-plate in the centre of Europe, is compllllcd 
to live chiefly by her foreign trade with European States. . In normal years, she sends 
49 per cent of her exports to the industrial countries of Europe- that is to say, 61 10 and 
12 per cent more than Belgium, France and Germany respectively. In addition, she send11 
28 per cent of her exports to the agricultural countries of Europe, of whieh Khe iK one 
of the principal providers. She therefore suffers more than any other country from the 
falling off in trade between the European States which owing to the economic misis, have 
been forced back upon themselves. It is to be feared that this fact has increased ht~r 
difficulties even further. 

The European community cannot be indifferent to this state of affairs, any more 
than the Austrian Government. It is the imperative duty of that Governnwnt to renwdy 
the evil so far as lies in its power, but it is also the duty of the States to which Austria has 
given a solemn undertaking not to give up her independence without the approval of the 
Council of the League of Nations and which are compelled to see that nothing 
compromises that independence, to assist her to regain her economic prosperity, at any 
rate sufficiently to ensure her separate existence. 

With this feeling of moral responsibility, France considerK that the economic difficulties 
of Austria should be given special _consideration in the organisati~n of Eu~o_Pe. Alrea?y, 
with the establishment of new frontiers, there has been an opportumty to facilitate Austnan 
international trade, and preferential agreements have been contemplated with the 
countries of the former monarchy. 

The French Government suggests that under the auspices of the League of ~ationw 
the European States, Austria's principal _client~, shoul~ toget~er con~ider the ~itnati.on 
of this country and endeavour with Au.stna _to fmd s~lutwns which, :W~1le compatible w1th 
their own interests are at the same hme likely to Improve Austna K trade balance by 
expanding her ma;kets. The facilities w~ich the ~tates concer~ed w_ill be able to f.[ivtl 
will vary. ·One country might accord tariff reductiOns on certam arh~les, and ano~hcr 
advantages in connection with transport, and so on. It would also be advisable to conKider 
whether Austria should give compensation for these concessions. In the :I!'rench 
Government's opinion such compensation should not be of a preferential character. 

The French Government is sure that Austria's difficulties are only temporary, that 
they correspond with the period during which that cou~!rr'a ec~nomic sys~em is b~ing 
adapted, and that it must find, in the near future, new facilities for Its economic expantnon, 
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b making use of its natural riches, parti~ularly. its hydraulic po'!'~r. The French 
<fovernment therefore considers that this speCial regune should be proVIsiOnal. 

Derogation from the most-fay-our~d-~ation claus.e in respect of Aus~ria's products 
should consequently be strictly linuted 1n t1me and ?bJect, a~d the exceptiOnal character 
of the derogation should ensure its favourable receptiOn by third States. 

The French Government believes that this. regime should. be e~t~blished by ~eans 
of negotiations between the various States concerned and Austna or, if 1t were established 
by means of bilateral arrangements, that the genE.>ral character of these arrangements 
should be recognised. 

It should not be forgotten, in applying the system of agricultural preference which 
we recommend that Austria, which is one of the principal buyers of cereals, would herself 
have to make ~n effort and a considerable financial sacrifice. It is only fair that side by 
side with the help given to the agricultural countries of Eastern Europe, Austria, mainly an 
industrial country, should also receive help. 

Such is the third chapter, which deals with measures suggestM by the French 
Government as an appropriate means of helping Austria. 

I come to the last cqapter of this memorandum - the chapter relating to credits. 
The programme which I have just outlined would not be complete if it did not include 
a plan for financial help. In this connection we must point out that any financial 
operations which may be set on foot assume as a basis the existence of security in the 
world, and especially in Europe, and consciousness of, and a desire for, that security. 

Transfers of capital, loans and long-term mortgages are impossible unless confidence 
exists. The first of the financial measures to be applied is psychological, and it follows 
from the political measures : the establishment of confidence, in order to give lenders the 
certainty that they will recover their interest and oo.pital. That must be the starting 
point of any considerable financial programme. 

Let us suppose that at the end of this session of our Commission and of that of the 
Council of the League which will follow it, it should appear that concord between the 
nations, at one time threatened, has been strengthened by these discussions, and that 
we have been successful in re-establishing harmony and dispersing the clouds which at 
one moment arose above the Geneva horizon. 

Do you not think that this fact would strike the peoples keenly and spread the certainty 
that the League of Nations is an organisation with a definite rOle to play and that, once 
put into action, it will solve the problems which are placed before it ! 

In the atmosphere thus created it would be possible ·to institute financial measures, 
and to consider requests for capital from those who are in need of it. 

The French Government thinks that it would be advisable to request the Financial 
Committee of the League, or an organisation set up ·within the Committee, to receive the 
requests of States or groups of industries which are in need of capital. Borrowers would 
apply to the Financial Committee, or the office which would be opened. They would 
explain their needs, would say in what conditions they were prepared to borrow, and for 
what purpose the capital would be used. If the undertaking appeared to be important, 
useful, profitable, sound and justified, the Financal Committee's office would start a 
campaign to collect the necessary capital in the various countries and to settle the conditions 
of the loan. If it were necessary to issue securities, that would be done under the auspices 
of the League and with its moral authority. Lenders would certainly soon come forward. 
Such is the suggestion which the French Government puts before you, and which it believes 
you might usefully examine. 

There is one other suggestion which would be more difficult to carry out, but 
which is worthy of attention : it consists in findings means of creating an international 
security which could be issued on the various international markets and which would 
be given large facilities for circulating freely in all markets. 

_As regards operations which do not come within the preceding category, short-term, 
medium-term and long-term credit operations, which would be left to the various markets, 
the ~ench credit. institutions have always been anxious to co-operate with the other 
cr~cht~r m~rkets m order to make such credit possible. Steps have even been taken in 
th18 duect10n. Apart from the more important issuing operations which have taken 
place on the Paris market, the Bank of France has recently grouped together a certain 
number _of ~e':lch banks. . This group has stated that it is prepared either to get into 
touc~ With Similar groups m other countries or to intervene directly, so far as its assets 
pernut, for the purpose of meeting those who are in need of medium-term credit. 

. Certain agricultu~al circles, on the other hand, have had occasion to emphasise the 
rmportance of developmg the financing of crops. The French Government is prepared to 
a~proach those French banks which specialise in operations of this kind and to consider 
~th them the concrete formulm which would make it possible to offer such help either 
m France or preferably by agreement with the principal markets. 

F.inally, an. appreciable improvement in international relations in the sense which I 
have Just explamed should in any event result in an increase in normal operations on all 



-27-

markets. This is at present difficult owing to the political atmosphere. It should in 
particular have the following effects : ' 

. (1) More general inclusion of quotations for first-class shares on the various 
nat10n~ markets. At present t~ese are often only quoted on their own market. The 
comparues concerned would then be better informed and find it t'asier to obtain <'apit.al. 

. . (2) More active participation of the various national eredit institutions 
m mvest~ent operations .a~road, either by investment of their reserves or of the product 
of bonds lBsued by specialised organisations. 

. (3) Consta~tly. increasing facilities for the investment on ('.reditor markets of 
rmporta~t foreig_n lBSu~s, whether the loans of public eommunities con<'essionary 
comparues or pnvate firms. ' 

Obviously, in applying these measures, help should first be given to countries which 
urgent!~ need ~t. In this connection, action which we contemplate on behalf of Austria 
on the mdustnal_plane would naturally be completed by similar action on the financial 
plane. 

It is equally obvious that the various parts of the French Governml'nt's const.ructive 
progra:~me form ~whole, a_n~ that the formation of industrial agreements for the purpose 
of avoiding anarchic competition, dangerous to the lending countries, should be accompanied 
by financial help. 

A:bove all it is clear - and too much emphasisis cannot be placed upon this fact -
that, if such a programme is to be successful, it must be based on the existence In Europe 

. of a general desire for relief. In the absence of this desire, savers in the various countries 
who are above all anxious for security, will continue to suspect foreign investments, 
whatever measures the Governments may take. Financial necessities are definitely 
connected with political necessities, and no solution will be satisfactory unless it is based 
on common support of a plan for European reorganisation. 

Such are the main lines of the programme which the French Government asks you to 
consider. As I said at the beginning, this programme is open to discussion and amendment. You 
will feel - at least I hope I have given you this impression -that at no time have I been 
under the illusion that I hold truth in the hollow of my hand. On the contrary, I do not 
believe in doctrinarism. It could not possibly exist in the presence of the problem which 
we now have to solve. The best way of reaching a solution is to humble oneself before the facts 
and to learn from them. Nor should we expect a miracle which will settle everything in 
a moment. No such solution exists. The difficulties which we are endeavourinj!' to overcome· 
will rather be solved by unceasing effort, flexible and many-sided, in all directions at once. 
It must be made in a reasonable spirit and unbroken union, for the economic crisis 
superimposed, as it were, on the political wounds of our continent which have not yet 
properly healed may plunge Europe into anarchy and misery, unless we fight it shoulder 
to shoulder. 

Europe can emerge from this ordeal stronger and more harmonious. Western 
civilisation will eventually benefit from it. It will mark a new step forward in the rational 
organisation of the nations. We must -work with a fervent heart and with no thought 
in our . minds except the common good. 

M. SCHOBER (Austria). - I have listened with the greatest earnestness to the speech 
of M. FranQois-Poncet. I am very sorry that I cannot immediately answer the various 
questions raised, although it is nece~sary to r~move the misunder~tand!ngs I noted in t~e 
course of his speech. As, however, 1t was decide~ yesterday that m this debate. no sp!l01al 
points must be discussed, I shall endeavour to confme my remarks to general consideratiOns. 

In 1925 the League of Nations asked Mr. Layton and Professor Rist for a report 
on the economic situation in Austria. This report concluded thus : " The main cause 
of Austria's present troubles lies in the difficulty of her commercial relations with her 
neighbours. We will oniy note that the problem really exceeds the limits of the Austrian 
question. It is in fact a European question. " In the meantime, this diagnosis proved 
entirely correct: The troubles _defined in t~s ~eport as " Ie. malaise _tlc?nomiq~e " have 
meanwhile developed into a senous econormc Cr1Bl8, from which Austna 1B suffenng most 
severely. Just before Jfleft for Geneva, the Austrian Government was compelled to 
reconstruct at the cost of heavy financial sacrifices, Austria's most important financial 
institution,' whose paid-up capital bad been pra,!ltically wiped _out as a r~s.ui_; of t~e 
unfavourable economic.,.. conditions. There"' have been 400,000 ·unemployed m Austna 
during the past'!"winter.~Everybody knows~the,.amount of hunge_r and mise_ry and the 
burden on the State finances which such a figure means. Industnes and agnculture are 
struggling almost desperately for their existence. Austrian imports exceed exports by 
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one thousand million schillings a year. We are all aware of the fact. that there exist~ a 
worldwide crisis, and that it has affe~te«;t almost eve~y countr;r! but It cannot be demed 
that the situation of the new Austna IS an exceptionally cnt1cal one. 

Austria has realised from the beginning that cl?ser. economic ~elations with ~er 
neighbours are of decisive importance for her eco.non:u~ life. For this. reason A~st~1an 
Governments have over and over again declared therr willingness to enter mto negot1at10ns 
in this direction with all Austria's neighbours. _under Articl~ 222 of the Treaty .of 
St. Germain, Austria, Hungary and Czechos~ov_akia were perrmtted to put. preferent~al 
duties into force. As this regime was to be lirmted to three States, to certam categones 
of goods, and to a period of five years, it 'Yas unlikely, from the outset, ~hat use would 
be made of this article of the Treaty ; and, m fact, no use has been made of It. 

In 1922 Austria was engaged in negotiations with Italy for a. financial and economic 
union. In i923 conversations took place with regard to a system of preferential duties 
between Austria, Italy and Czechoslovakia. Repeated negotiations were conducted 
with the German Government, for the purpose of discovering means to shape commercial 
relations between the two countries in such a way as better to serve Austrian interests while 
maintaining intact the principle of most-favoured-nation treatment. 

In 1925, negotiations for a preferential regime were again commenced with Italy 
and Czechoslovakia. All these endeavours failed owing to political and commercial 
obstacles. These oft-repeated attempts, however, prove that Austria's economic problem 
has not been solved. Each Austrian Government has therefore been compelled to seek 
for a solution. 

Within the last few years, however, all the other European States have also been forced, 
in varying degrees of intensity, to realise that their policy of commercial segregation, as 
it became intensified, was beginning to endanger their trade. The consequent trend of 
public opinion found its expression at the International Economic Conference of 1927 .. 
It was declared at this Conference that the economic restoration of Europe was impossible 
without economic disarmament. The League of Nations has since made numerous attempts 
to put into effect the principles of the Economic Conference. The schemes first proposed 
were intended to include all countries ; but later they were limited to Europe. In spite, 
however, of the adequate organisation of the League of Nations, the delegates did not 
succeed in obtaining positive results. The feelings of these Conferences have been described 
to us in a moving manner by M. Colijn, their distinguished President, at the last session of 
the Commission. As a matter of fact, we have to struggle against excessive unemployment, 
due to the industrial crisis and the plight of agriculture, without any hope of effective 
international schemes being launched and without even a practical programme for 
international collaboration. 

Having regard to this dangerous position, I took the liberty at the last Assembly to 
explain that whenever important economic interests are opposed to each other and whenever, 
far-reaching discrepancies exist between the economic conditions of the various countries, 
it is impossible to reach agreement between twenty-seven European States without 
preparatory and transitional measures. I therefore suggested that negotiations should 
be entered into by groups of States, and their results adapted to each other. In fact, 
a number of attempts have been made in this direction. 

The agrarian States of Eastern Europe have held several conferences and have decided 
to take joint action. Roumania and Yugoslavia have resolved to form a Customs union. 
The Netherlands, Belgium, and the three Scandinavian countries have concluded a 
conve.nti_on OJ?- economic rapprochement. The industrial countries of Europe ·are in 
negot1at10n With Eastern countries to obtain favourable marketing conditions for the 
latters' agricultural surplus. Several countries are negotiating, on a collateral basis, 
co~ercial treaties with Great Britain. It is to be hoped that these attempts will give 
practical r~sults, at least to a certain extent ; but we should not be deceived by the fact 
th_at the aims of these undertakings are strictly limited. Their results will, of course, be 
still less ample and cannot correspond to the magnitude of the economic and social problems 
with which we are faced. 

We Austrians fully realise that no effective alleviation of European trade can be 
brought. abou~ by applying the policy of bargaining hitherto used, even to safeguard against 
further Im~ed1ments. Even the Customs walls erected only a few years ago between Austria 
and her ne1ghb?urs (all of wh?m, up to that time, formed part of the same economic unit), 
cannot be abolished b;y applymg the old methods of commercial policy. Far less, indeed, 
can the Customs barriers between the other European States which have been increasing 
for more than half a century be banished by such means. Prompted by this conviction, 
and u_nder the pressur~ of the extraordinary deterioration of the economic situation, the 
Austnan Government Is eager to enter into negotiations with groups of countries and to 
apply new methods in these negotiations. 

One m_ethod is the srstem of preferential dutit>s. This system, which would produce 
~ ma.r.ked 1mprovement m trade. between t.he countries according them, cannot a.chieve 
Its obJect unles~ all-round ~educt10ns of the duties hitherto in force are made on a large 
scale, and provided the1·e IS no petty bargaining over the various tariff items and the 
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respectiv~ pret~rential dut.~e~. The greatest difficulty t>xperienced in establishing a 
preferential regime - a difficulty which has indeed hitherto proved insupe~·able - is 
that th~ assent of all m'?st favoured nations, both European and non-European, must 
be obtamed. The Austrian Government was bound to conclude from the discussions 
which have taken place during the last few months at Geneva Paris and Rome that 
pref_erential duties, if applied at all, can for the present only be ai>plied on a limited 'scale, 
m smgle ~es and merely as a temporary emergency measure. This pathway then would 
not seem likely to lead us out of the labyrinth of t>xcessh·e protectionism. 

If so, the only co~rse open to States whi<'h feel that they cannot introduce all-round 
~ree tra~e, a_nd ar~ obli~e~d at the same time to make every effort to devt>lop their trade 
m all directiOns, IS to JOm a Customs union. A Customs union is not in contradiction 
to the most-favoured-nation system, and it eliminates the need for discussions that oftt•n 
lead negotiators astray on negligible points of detail. We are aware of the risks and sa<'rifict's 
entailed by free trade, but must contrast them with the important advantagt's of economic 
develop_ment off~r~d by the existence of large eeonomic units. We have come to the 
conclusiOn that 1t IS necessary for us to follow this system, as we have bt>en prt'pared to 
do for more than ten years, with all our neighbours. 

The Austria~ Government is aw~re that the succcRs of an undertaking of this kind 
depends, in the fust. place, on the attitude of the great Powers of Euro11e. Austria does 
not in the least desire to claim a. position to which she is not entitled. 

Objections have been raised to our scheme on the grounds that it is unlikely to bi·iug 
a_bout ~n improvement in European trade unless all, or nearly all, European State& nego· 
tiate simultaneously and uniformly along these lines. This view is a revt~rHion to the 
misconceptions that have, for the last four years, resulted in the failure of all the economic 
undertakings of the League. In these circumstances, it is uot poKHible to reach agreement 
simultaneously between a large number of Sta.tt~s, even on queKtions of minor important·e, 
such as the abolition of import and export prohibitions. Negotiations between groups. 
therefore, become a necessity. 

The assumption that, as a consequence of the formation of one or more groupa of 
countries within which goods can be freely exchanged, Europe would neecKsarily be Hplit 
up into a. number of mutually hostile groups, is a miHconception of the actual Kituat iun. 
The commercial policy {If such groups would, of course, be more liberal than is now the 

·case with single States. This would result from the multifarious character of eaeh 
undertaking. It should, moreover, be noted in addition that one State could at the same 
time be a member of several groups. These groups would exert an irresiBtible at.t.J·arUon 
on each other, and would almost immediately show a. tendency to amalgamate. 'l'lwHe 
who have a different conception of Europe's economic evolution do not realise the 
decisive fact that European States have introduced most of their import dutii!S aM a 
safeguard against each other, and not in order to cope with oversm1os competition. 1'he 
larger the number of States which arrange for the mutual free exchange of goods, the 
larger the number of duties which can be dispensed with. 

Austria's earnest and loyal intention to remain within the European concert and to 
make her regional action harmonise with that intention is proved not merdy by the fact 
that she has been negotiating for ten years with various Governments for a better economic 
understanding, but also by her readiness to negotiate with severllol of her neighbours with 
a. view to concluding agreements for the benefit of mutual trade by granting credit 
facilities and reducing transport costs in compliance with the recommendations of the 
Economic Organisation of the League. Austria, too, is participating in the negotiatiuns 
with Great Britain • and in this connection the AuHtrian Government is of opinion that 
a free-trade country should be granted at least _the saf!le :privileges a~ are cor~ceded to a 
protectionist country in exchange for a. reductiOn of Its Import duties. It Ill perfectly 
justifiable to argue and maintain that a ~tate ~·hich allows free imp~rtH should be allowed 
free exports. That principle, however, IS unlikely to lead to practiCal results so long aH, 
on the strength of the most-favoured-nation clause, free .trade· "!l'ould have to be granted 
to States which continue to impede trade by means of h1gh tanffs. 

Austria has shown that she is ready to nt'gotiate on any reasonable baHis. We are 
absolutely willing to co-operate in any scheme which other Governments may pr0110~e ~nd 
to enter into immediate neuotiations for the purpose. We shall carry on all such negotiatiOns 
·on parallel lines and subsequently co-ordinate their results. But we cannot wait any 
longer and cannot be fobbed off with the promise of some new conference which, more 
likely 'than not, will be doomed to failure like_ t~e rest .. We mnHt insiHt on positive 
negotiations having some hope of l!ncc~as, negot~atwns wh1ch do offer _the proKpect of an 
adequate solution of onr serious econolllic and soCial problema : for that IS our duty towards 
the Austrian people. 

The continuation of the discussion was adjourned to the next meeting. 



-30-

FOURTH MEETING (PUBLIC). 

Held on Monday, May 18th, 1931, at 4 p.m. 

Chairman: M. Aristide BRIAND (France). 

24. Economic Questions : The World Economic Crisis in so far as It concerns the Community 
of European States: General Discussion (continuation). 

M. LITVINOFF (Union of Soviet Socialist Republics): Mr. President, allow me, _first 
of all to thank you for your very kind words of welcome addressed to the new arnvals 
in E~ope. My presence here will, I am sure, greatly rejoice the hearts of all the geographers 
of the world, for it confirms, if only partially, the hypothesis that the territory of the former 
Russian Empire is still to be found in Europe. 

My position here is somewhat exceptional, if only because the country I represent 
is not passing throu~h _a crisis,. but is experiencing unprecedented development in every 
branch of its econoiDlc life. This does not, however, mean that we are totally unconcerned 
by the world crisis, or that the interests of the Soviet Union are not thereby affected. 
The Soviet Union is at the present moment engaged in trade with the vast majority of 
European and non-European countries- a fact which in itself makes the econoinic 
perturbations in these countries anything but a matter of indifference. The fluctuation 
of prices is also an example of the way in which the crisis affects us. The execution of the 
far-reaching plans for the high-speed industrialisation of the Soviet Union necessitates and 
will continue to necessitate an annually increasing importation of industrial goods from 
other countries. My country has to rely, for the payment of such imports, almost 
exclusively upon its exports of raw material. The decline in the price of raw material 
during the last few years, taken in conjunction with the practically unaltered level of the 
prices of manufactured goods, reacts, of course, detrimentally upon the econoinic life 
of the Soviet Union. Thus the immediate connection between the world crisis and the 
interests of the Soviet Union is evident. Indirectly, these interests are encroached upon 
by various schemes against the Soviet Union conceived, and to a certain extent carried out, 
by some States, whether in futile attemps to extricate themselves from the crisis or with 
other aims for which the crisis serves as camouflage. 

Last but not least, the relations to be established between the Soviet Union and other 
European countries cannot fail to react upon the development of the crisis. 

I think I have said enough to demonstrate clearly what our interests are in the study 
undertaken by this Cominission of the problem of the world crisis. I do not know if any 
delegates have effective remedies to suggest for the complete rehabilitation of the world. 
For my own part, I think no such remedies exist, or can exist. Anyhow, you will scarcely 
expect any such proposals, in this place, from a representative of the Soviet Union. It is 
common knowledge that we consider econoinic crises of over-production to be crises arising 
out of the capitalist system itself and inseparable from it. They are rooted in the profound 
clash of interests within this system, and make their appearance periodically, at more 
or less regular intervals. 

No one is likely to deny, however, that the present crisis is the worst ever experienced 
by the capitalist system. This time we are confronted by an industrial crisis inextricably 
bound up, and not merely coinciding, with an agricultural crisis. The mutual interplay 
of these crises inevitably intensifies and prolongs the econoinic crisis as a whole. 

The gravity of the situation is enhanced by the policy of monopolist bodies endeavouring 
to maintain high prices on the national markets of the various countries. No one can 
deny that this policy considerably hampers the ·absorption of stocks, creates almost 
insuperable difficulties in the way of getting goods to the consumer, and thus furthers the 
prolongation of the crisis. 

. It is genera~y recognised that the gravity and acuteness of the present crisis, especially 
m.~ur~pean n~twnal economy, are to a great extent due to the fact that they have their 
o~ m specJ.al post-war conditions, caused by the disorganisation of world economy 
durmg the war, the system of post-war treaties, international indebtedness, new military 
caucuses, and so on. 

It seems to me, therefore, that the Comlnission ought to devote its main attention 
to the study of those spe~ili~ ca~ses which have made the present crisis so acute, and of 
the measures capable of eliiDlnatmg them, so that, if the crisis cannot be Initigated it shall 
at lea~~t not be allowed to become worse. ' 

Th~ causes I have in view m~st, of course, be sought on the political as well as on the 
econonuc plane. They hav~ theu ro~ts in the general situation arising as a result of the 
~orl~ war ~nd post-w~ policy. I will merely enumerate them with the utmost brevity. 
The 1mmediate connection between the increase in the burden of taxation and the crisis 



-31-

is too o~vil:!us t~ require emphasis. It is equally obvious that the increase in the burden 
of ta~atwn 18 chiefly eal!sed by tenaeious militariNm and the incesSI\nt growth of armaments. 
D~sp1te th': Locarno, .Kellogg, and a host of other pacts, upon which certain pacifist circles 
la1d Ruch high hopes, the growth of armaments shows no 11ign of decline or even of arrest, 
nor h~s the wo~k of. the Preparatory Disarmament Commission given much ground for 
hope. m th:'t direction.. T~e policy of forming military-political caucuses continues 
and IS tnrnmg. Europe, and mdeed the whole world, into a seril'S of armed camps, whose 
only thou!?;ht IS. t.o prepare .f?r f~esh sanguinary conflicts. The existence of these groups 
naturally rntensif!.es competition m armaments, each State being forced to keep a look-out, 
not merely on th1s or that other State, but also whole groups existing or potential. 

As economic differences increase, so political differences become eYen more acute ; 
witness the increase of protectionism, which has particuhnly detrimental economic effect 
on post-wa~ Europe, where the length of land frontiers h1\S been increased by twenty 
thousan~ kilom~tres or a~out 3~ per cent. It is, moreover, impossible to ignore the p1ut 
played m creatmg an~ st1mulatmg the crisis by yet another consequence of the war
namely! the burdens .Imposed upon European countries, in some cases in the form of 
reparatwn payments, m others through the so-called iuterallied indobtedness. This burden 
is felt most heavily by the broad masses of the population ; it reduces their purchasing 
power! and pre~ents the~ ~om .absorbing production. To this should be allded the irregular 
and disproportiOnate distributiOn of world gold J•eservos, which lie useless in the vaults 
of a few countries ; their inert mass presses heavily upon all the other countries which are 
suffering from a gold deficit. ' 

Special emphasis should be laid upon the menace which the lowering of the purchasing 
po~e~ of .the broad masses of the population in town and country constitues, connected 
as It IS Wit~ unprecedented unemployment, the systematic lowering of wages, the reduction 
of the working-day of the employed, the cutting down of social insurance e:1penditure, and 
the increased burden of taxation, which fallll heaviest of all upon the shouldera of labour. 

All these factors are creating in Europe, and throughout the world, an atmosphere 
of political uncertainty - the fear of an impending catastrophe. This atmosphere affects 
the credit policy of the banks, paralyses investment, holds up the capital required for 
constructive work and thus still further intensifies and prolongs the existing crisis. 

The feeling of mistrust and uncertainty prevailing in Europe is at the same time 
artificially enhanced by anti-Soviet campaigns, aimed at proving the necessity and 
inevitability of a military attack by the capitalist_countries on the Soviet Union, an attack, 
the plans and conditions of which are openly discussed in the Press and at public meetings. 

As I have already stated there is no lack of attempts to make of the world crisis a 
starting-point for these campaigns. Certain capitalist circles, which are particularly 
interested in distracting attention from the true causes of the present crisis, are endeavouring, 
with peculiar zeal, to divert enquiries into wrong channels, on the ludicrous assumption 
that practically the only cause of the present crisis is the very existence of the t;oviet Union. 
To show how utterly absurd this is, it will be enough to point to the exceedingly modest 
place occupied at present in world trade by the Soviet Union. 

The absurdity of the thesis is also proved by the fact that it is by no means only the 
markets to which the Union of Soviet Socialist Republics exports, but, to a considerable 
extent, the markets from which it imports, that have been affected by the crisis. The 
figures quoted in the report of the Econolnic Organisation. of the League furniHh a 
sufficiently vivid illustration on this stateme~t. Thus the pr1c~ o~ coffee fell fror~ 16.23 
cents per lb. in September 1929 to 10.3 cents m l'tlarch 1930, while lU the same perwd the 
price of tin fell from £204. 9s. to £165 per ton and rubber from lOs. 5d. to 7•. 5d. per lb. 
During· the same period rice fell 49.2 per cent in price, olive oil 23.8 per cent, silk 48.1 per 
cent and so on. Econolnic crities existed before the Soviet State came into being and, 
this 

1
being so, we are entitled to ass~rt tha~ the pres~nt crisis woul~ .have been !flOre ac~te 

and widespread if Tsarist or bourgeois Russra-that 111 to say, a political-econollllc orgalllllm 
similar to that of the reat of the world -were in the place of the t;oviet Union, for it would 
undoubtedly have been drawn into the general crisis, and .brought its w~ole weight to b~ar. 
upon it Statesmen specially concerned to stave off social upheavals lU other ~ountries 
would have yet another care, and would. perhaps be for~~d to call special. ~~ernatio~al 
conferences to find means for averting somal upheavals arumg out of the crisl8 lU Rllllsia. 

I should now like to ask the following question : Does the fac~ that one-sixth of the 
world or almost one-half of the territory of Europe, is untouched by the criHis, that- there 
is in the world one country whose imports of manufactured goods from other lands is 
increasing with every year, instead of falling off, ~hose o~ders a~e po~ng ~to the factori~s 
of those lands, reducing unemploy~ent, supplpn~ forergn sJ;Iips. w~th freight, that this 
country has no unemployment, a~d 1ts populatiOn ~ not po~g lU .Its thousan~s t? ~ther 
lands in search of work, as they did under the Tsarut regune, Intensify, or does lli lliltigate, 
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the world crisis! There can be no sort of doubt that Soviet orders, increasing from year to 
year constitute a mitigating factor in the crisis. If it il! borne in mind that 53.5 per cent 
ot the total tractor exports of the United States of America went to the Soviet Union 
in 1930 that in the same year the Union received about 12 per cent of the textile m~chinery 
export ~f Great Britain, and from Germany 23 per cent of the total export of agncultural 
machinery, 21 per cent of lathes exported and over 11 per cent of the total export of other 
machinery, while in the first quarter of 1930 out of a total output from Polish foundries 
amounting to 77.1 million tons, of which 30.8 millions were exported, the Soviet Union 
alone took 30 millions, it becomes obvious that there can be only one answer to the question 
whether Soviet foreign trade is increasing or mitigating the present economic crisis. 

It must be obvious to all that/ Soviet imports are a mitigating factor in the crisis, 
especially of Europe, since Soviet orders are more and more being transferred to European 
countries. Surely it is unnecassary to point out that once the importance of Soviet imports 
is admitted, it is difficult to object to Soviet exports which must be made to balance imports. 

In recent anti-Soviet campaigns prominence has been given to the supposed 
unfavourable influence upon prices in the world market of raw material exports from the 
Soviet Union. No one will deny the lowering effect of any mass of goods on the market. 
But the same effect is produced by the same bulk of exports from other countries. Why 
then are the Soviets, rather than any other exporters, to be considered as the culprits 
in the matter of falling markets f How is it that exports from some lands are legitimate, 
while exports from others constitute an offence against world economy f 'Vhat grounds 
are there for the limiting of exports of some countries in the interests of others f · 

Before going any farther, I should like to remind you that Soviet exports, in the 
majority of cases, are far from having attained the pre-war level. The wheat exports 
of Tsarist Russia, for instance, amounted to 25 per cent of world exports, whereas even 
in 1930 the Soviet Union exported not more than 20 per cent of the wheat on the world 
market. Soviet manganese exports were only 35 per cent of world exports, as against 
51 per cent from Tsarist Russia. The flax exports of Tsarist Russia composed 53 per cent 
of all flax on the market, that of the Soviet Union being only 42 per cent. Tsarist Russia 
exported seventy-eight thousand tons of butter as against ten thousand from the Soviet 
Union. Why then, one asks, were not Tsarist exports subject to condemnation, since their 
withdrawal from the world market would have sent up prices considerably, to the advantage 
of competing countries! 

The Soviet Union is still only beginning to win back, with regard to exports, the place 
it was forced to abandon owing to the war, military intervention and blockade. Again, 
why does not the increase in, say, Canadian wheat from 2,350 thousand tons in 1913 to 
10,900 thousand tons in 19281 or the 810 per cent increase in Argentine butter exports 
evoke any protests f 

Some time ago attempts were made to justify the campaign against Soviet exports 
by flinging the accusation of "dumping" against the Soviet Union. Not only could this 
accusation not be substantiated; it was, on the contrary, frequently and publicly refuted, 
and that not only by official representatives of the Soviet Union but also by impartial 
investigators and economists even in capitalist countries. 

We do not, of course, deny that the special conditions of agriculture and foreign trade 
in the Soviet Union allow of the sale of agricultural products at lower prices than can be 
offered by other countries. These specific conditions are : the absence, thanks to the 
nationalisation of land, of those heavy calls upon the peasant population - rent, lease, 
mortgage -which are such a drain upon agriculture in other lands, absorbing sometimes 
70 per cent of the cost of production, and the elimination of private profits, exchange 
speculation and the middleman. In the last resort, however, world markets are regulated 
by the law of supply and demand. -

We. are, of course, not interested in a lowering of world priceR which would result in 
a lowe~g of our ex~ort r~ceipts, which, as is generally recognised, are essential to us 
for coverrng t~e machmery tmportR we need for the building up of our industry, and would 
~elay the fulfilment of the Ftve-Year Plan. We have, however, no desire to speculate 
Ill booms ?r slU':JlPB at the expense of the consumers of bread. It is in conformity with 
these consideratiOns that we consented to take part in the Grain Exporters' Conference 
beginning to-day in London. 

lt is perfectly obvious that low prices cannot be regarded as indicating " dumping ". 
If, however, by " dumpin_g ,. is to be understood the policy of high monopolist prices on 
~orne ~rke~s and cut _pnc~s fo~ export, it will be found that it is precisely the capitalist 
coun:tn.ea which are gwlty m th1s respect, as to which we have authoritative and candid 
admissions. In the report of the International Labour Office there are interesting data 
as to that breach between home and export prices which is said to constitute " dumping " 
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and which is connected precisely with the poliry of monopolist prires on home markets. 
I could quot.e exa~ples indefinitely, drawn exdusinly from the rapitalist Press. In 
Czerhoslo,:akia, for mstance, sugar was sold last year for about 555 Czet•h rrowns per 
hundred k!Jogrammes ":holesale, and 600 crowns retail, while the t>xport priee was 80 crowns 
per !00 kilogrammes ; m P_oland the prire on the home market was 400 zloty and on the 
fore1gn market 300 zloty : m Germany the price per 50 kilogrammes was 23·24 marks at 
~orne a~d ~;7 and 5.8 marks abroad. There are also well-known exam111t•s of a~ricultuml 

dumpmg . I_ need not dwell upon these points, which I suppose are known to you all 
through the vanous reports communirated to this Commission. 

Only a few weeks ago M. Hotowetz- one-time Czeehoslovak 1\Iinistl.'r for Trade
declared that. it woud be pharisaical to accuse the Soviet Union of dumpin~ since lll'illll'r 
Czec~oslovakia nor any other rapitalist country was any better in that respect. He 
spec1ally named such exports as sugar and iron. 

I have dwelt at .length on the question of" dumping", not only bt•rause th11arrusation 
has ~e~n a~vanced m ~espect of our exports, but also b('rause the poliry of "dumping "1 
cons1stmg m the estabhshment of high monopolist prirt•s on the home markt•t constitut('S 
-as ~ ~ave already pointed out- one of the real factors romplkating and 

1
intensilying 

the Cl"lSlS. 

Hig~ prices pre~ent the absorption of stocks, they arise out of the " dumping " of 
monopohst orgarusat10ns carrying out export, and high protectionist tariffs in the couutrit•R 
importing the corresponding products. The r('port of the Economic OrganiHntion of the 
League referred to the breach betw('en export and home prires, without, it is true, ~:iviug 
any explanation of its causes, and without formulating any rondusious. 'I' he fad, howevt•r, 
that with a 48.3 per cent lowering of the price of whl'at from March 1929 to Man~h 1931 
on the open market in London, thl're is, in spite of an aL•ute agrarian rrisis, a 2i!.5 per cent 
rise in the price of wheat on the Berlin market, and a 12.9 per rent ilwn•aso on the Paris 
market, shows clearly that such a policy with regard to pril'es t·an only cmtail the alrrady 
low purchasing powers of the broad masses, and rendt•r still more arute the exiKting crisis. 

Thus the only way in whirh the crisis can be miti~:ated is by crl'ating conditions whid1 
would at least do something to increase the purchasing power of the masHI'R, and facilitate 
the absorption of goods stocks. Yet the proposals to which I have listt•ned in this 
Commission tend precisely towards the intl'nsification of the specific conditions of our 
times, preventing the mitigation of the crisis. These proposals would result in the further 
development of the policy of high prices, which are so grave an evil of the presont economic 
situation. For after all, to what does the proposal made by M. Frant;ois-Poncet, with 
regard to the extension of the present practice of intcrnat.ional or!(lmisations in HI~Jiarate 
branches of industry, amount! The existence of steel and copper trusts baR not staved off 
a crisis, but the existence of such cartels, keeping up price-levels in the fa1'e of ovt•r· 
production, has brought about a state of affairs in which stocks eannot possibly be absorbt~d 
and the crisis threatens to expand far beyond the usual limits. This being the ease, the 
object of the proposal of the Frenrh delegate is seen to be the expansion and spreading 
to new spheres of th~ existing polic! of capitalist amalgamation, es!~blis!1ing high pri~1;s 
for securing monopolist excess profits. It would seem that the m1t1gatwn of the crJsls 
called for precisely opposite proposals. 

In view of the importance of this question, and of the false accusations of " dumping " 
levelled at the Soviet Government, I would suggest that the States represented here should 
adopt a joint declaration, subsequently to be converted into ~n international Convention, 
for the compulsory filling up of the brl'aeh between t~ese pnces, and ~ompulsory sa_le on 
the home market at prices not higher than on the fore1gn market. Wh1le we ca:tcgorwally 
deny the existence of Soviet "dumping", we would not refuse to take part m such an 
international act which would indubitably have the most favourable effect upon the 
economic positio~ of the broad masses of the popula~i?n, !aising th~i~ purchasing power 
and helping to absorb over-production, and thus m1t1gatmg the crisis. 

I am endeavouring to map out the li~es along whic~ means might be so.nght for the 
mitigation of the crisis. The first essent1al, howe':er, 1s .to aband?n false .1deas. . Bue_h 
a false idea is the incessant harping upon the Sovtet Umon, the f1ght agamst whwh 1s 
declared to be the only radical means of curing the world from crises no~ a!ld for ever~ore. 
A campaign like this may appear to be of temporary adv~ntag~ to certam ~nteres~ed ~m·lcs 
or even countries- not necessarily European- CO!flpetmg w1th the Sovw~ U~10n m the 
supply of the world market with raw materials, but 1t can never have anythmg m common 
with the interests of Eilrope as a whole or with the world crisis in so far as it affects the 
collectivity of "European StateR". 

Not much imagination is required to rl'alise. that, in ~epriving Europ~ of : _market 
80 important and so fraught with rapid potent1al expansiOn aR the Sov1et Un10n, by 
depriving whole branches of ind~~try of orders a~~ thus increasing unemployment, the wol'ld 
European crisis will be intensified and not nuhgated. 



-34-

Unfortunately, up to the present, incorrect ideas ha~e been sufficiently w;idespr~ad 
as to the proRpects of. the development of ec~nomic. relat10~s between the Soviet U~on 
and neighbouring countries. The recomtruetion gomg on m the c~mntry, the earry1~g 
out of the Five-Year Plan, do not, and will not, lead to the curtailment of .the Soviet 
Union's foreign trade. The more our national econ?m;y ~cvelops, ~h~ ~trongcr It b~~omes, 
the greater will be its demands with their almost mfimte potentlalit~cs. .In add1tiO!l to 
this, moreover, experience has shown the .uselessness of such anti-Sovi~t campaig~s, 
proved among other things by the fact that, m the very heat of ~hat campaign, the Sov1~t 
Union has concluded the most important industrial c.ontrac~s m Gerf!lany an~ Italy~ IS 
extending its trade with England and other Eur~pean mdu~tr1al c?unt~es, and IS entermg 
into nerrotiations with countries which have hitherto hesitated m this respect. Is not 
this sufficient proof that business consider~t!ons and economic int~rests of the capita!ist 
countries -precisely during the present c~s1s--: demand not co~hct,. but the ~xtens10n 
and consolidation of relations with the SovJCt Umon, and that anti-Soviet campaigns have 
nothing to do with the crisis, but merely pursue either political or narrow competitive a~ms! 

While pointing out the favourable influence of the Soviet Union's foreign trade on 
the present world crisis, I am far from desirous of creating an impression that there is 
harmonv of interests between the two systems - the capitalist and Soviet -now existing 
in Euro.pe. The differences between these two systems exist and will continue to exist. 
These two systems are struggling and will continue to struggle against each other by the 
very fact of their existence and development. The question is whether this struggle and 
development will be allowed to follow a natural process or whether both systems will 
have recourse from day to day to mutually hostile measures which can have no decisive 
influence on the outcome of the struggle, but will turn out to be two-edged weapons. 

There are persons and Press organs (I do not know how seriously they are to be taken) 
who ascribe to the Soviet Government a " diabolical plan " for the sale of export goods 
below cost price, with the sole aim of disorganising capitalist economy. It would be 
difficult to imagine anything sillier than such a plan, which, while not deciding the fate 
of capitalism, would nevertheless reduce export receipts and consequently imports to the 
Soviet Union, thus delaying the socialist reconstruction, which is an infinitely more 
important factor in the struggle of the two systems. No less absurd are plans for combating 
Soviet foreign trade, for, while not deciding the fate of the Soviet system, these strike a far 
heavier blow at the capitalist States, where the crisis can only be rendered more acuta 
by the fulfilment of such plans. 

On the other hand, it would be naive to expect capitalist States consciously and 
impartially to assist the construction of socialism in the Soviet Union, or the latter 
consciously to further the strengthening of the capitalist system. The question can 
only be one of economic agreements and dealings between capitalist countries and the 
Soviet Union, mutually advantageous for all parties concerned, and for which there is 
ample scope. I am leaving aside for the moment the possibility of military attack on the 
Soviet Union and have in veiw a peaceful period of a given duration .. 

It is time to realise that the Soviet Union is a fact that must be taken into account, 
that the Soviet Union cannot be made to disappear by the incantations, abuse and 
resolutions of certain groups and individuals, still clinging to their dreams of somehow 
getti':lg rid of it by magic. If the countries here represented decided at a World Conference, 
meetmg at Geneva exactly four years ago, to pass a resolution on the possibility of the 
powerful co-existence of two systems at a given historical stage, how much more reasonable 
to rec~gnise and carry out loyally this resolution now, when the Soviet Union is still stronger, 
when It has shown in the last few years the immense scope in all its branches of economic 
constr~ction, ~hich hav~ won .the admiration of foes as well as friends, the mighty popular 
enthusiasm Without which this scope would have been absolutely impossible. 

A Commission of Enquiry for European Union cannot base its work upon a 
campai~n, or the incitation to a campaign against any country or group of countries, without 
contradicting its own declared principles and aims. 

. ~ began b~ sa:ying that I would propose no means for the elimination of the conflicts 
Wlthm ~he ca.p1talist system, which underlie the world crisis. I do think, however, that 
some~hmg m~ght be done to remove phenomena which unnecessarily aggravate these 
conflicts a~d mcrea~e and I!rolong the crisis. This requires, in the first place, the avoidance 
of eve~ything tendin~ to mcreas~ still further the atmosphere of mistrust, uncertainty 
and gnevance, the ex111tence of which makes it of no avail to speak of the peaceful economic 
co-operation of nations. 

I a~ as yet una~ar.e whether effective suggestions have been made to this Commission 
on th~ lines I have mdicated. I know a great deal has been written and said about the 
estah.li11hment ~~the preferential. system. I do not feel quite clea.r as to the exact meaning 
of ~hill. Does 1t moan the establishment by every European country of special preferential 
'ariff11 for the produce of other European countries t It seems to me that something else 
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is inte1_1ded - namely, the ex~ension of preferential tariffs and other privileges for certain 
countnes or ~oups of countrios only. If that is so, wouhl it not mean the transference 
t.o th~ econonuc plane of those Yery methods which bofore and after the wnr were applied 
-. With extreme!~ uD:fortunate re.sults - on the political plane! Would it not result -
ms~ead of t~~ ~eahsat10n of th_e prmciple of a united Europe proclaimed in this Commission 
- m the divuno.n ?f Ew·ope mto ec~nomic groups and camps destined not to co·oporate, 
but to. ~ombat ~millar groups, the stimulus in these combats bein<Y not so much economic 
as political mohves f "' 

W.e know, f!>r instance.' that, w~en the question of help for the so·CI\lled Danubian 
countnes w~s rrused at P~ns, l\1. Fotitch, the representative of Yugosla,;a, dechued (if I 
remember nghtly) that this help would be more of a social than a political nature. Here 
we see the 9.1?-eshon. treate~ Without a word about economics or the crisis, but simply 
from the poli~Ica~ pomt of VIew. It seemR to me that the creation of new bloc~ and groups, 
or the .consolidatiOn ?f those already in existence, the artificial economic support of some 
countri~s to th~ detnment of ?thers, can only render the economic and politir1\l struggle 
~ow.gomg on stil~ ~ore acute, mcrease the existing confusion and chaos and le1\d to I'esult.s 
In drrect contradictiOn to the slogans according to which this Commission was called to lifo. 

It seems to me that the establishment of an identical attitmle towards all States anll 
-sin~~ we are now sp~aking of Europe- towards all European States, would do mu(lh more 
to fa.c~htate the. carrymg .out of these slogan8, more especially that of tho peaceful co· 
?pera_t10n of nat10ns. This demand that each European St.1~te should agree to establish 
IdentiCal treatment for all other States would eliminate all elements of discrimination 
whatsoever. 

I should explain that, in adYancing these proposals, I by no means intend to limit the 
sovereignty of States which are historically and economically disposed to special forma 
of close relationships. The principle of the free self-determination of nations, including 
the right of each State to enter into any unions and federations, so long as it is done reu.lly 
freely and not for temporary combinations directed against other countries, must remain 
inviolable. I may describe my proposal as a kind of economic non-aggression pact. I 
haYe endeavoured to expound the idea of such a pact in draft protocol, which I venture 
to bring before your attention. 

I do not know what your attitude will be to such a protocol, but it will at least serve 
as evidence of the readiness of the Soviet Union- sure of its strength and utterly absorbed 
in the fulfilment of the tasks of international construction confronting it - to adhere as 
before to the principle of the peaceful co-existence of the two systems at the Jlresent stage 
of history, and of its haYing no aggressive intentions, whether of a political or economic 
nature, against any other nations. 

M. HYMANS (Belgium) [Translation].- My object in speaking is simply to comment 
on the two proposals which the Belgian Government plaeed before the CommisHion several 
weeks ago. I will, however, make a few observations with regard to tho substance of 
the general discussion. These observations are suggested by some of the remarkable 
speeches we have alread:y:. heard. 

The discussion has shown that everyone recognises the importance, in serious economic 
crises such as the present European crisis, of reaching agreement as to the constructive 
proposals from which it may be hoped within a short time to delive pract.il'al reKnits. 

Various important suggestions h~ve bee.n. put _forward! and althoug~I Belgium is only 
indirectly interested, she is prepared, m a spmt of mtPrnatwnal fellowKhip, to help, so far 
as lies in her power, to solve the problem of Cent~al and EaKtef!l ~urope .. .Above all, 
however my country is anxious to see a general Improvement m mh·rnatwnal .trade. 
This is 'not a purely industrial problem. Indeed, several Western European States, 
including Belgium, are not only exporters of induKtr!al produ~ts but also, and to a very 
great extent, exporters of agricultural P!Od~cts. . In this c~n~echon~ the French Governme1~t 
has suggested that the chief reme~y he~ m an mcrease m mdustnal abrreements. In tlus 
way it is hoped that Customs tariffs wlll be lowered. 

I quite recognise that this would be useful. I hl!'d occasion at t.he last session. of the 
.Assembly to point out that industrial ag;eements. m1ght offer a satls!actory solutiOn for 
large·scale production. Generally speaki~g, Belg~an produc~rs are m ra:vour of such 
agreements, and the Belgian Government IS prepared Immediately to consider _any ~la~s 
by means of which Customs exemption could be extended to the goods commg w1thm 
the purview of- such agreements. 

At the same time I do not consider this a complete solution, for it is difficult to conclude 
agreements for high-quality products. 1\loreove!, ~he prin~ipal effect of t~ese agreements 
is to normalise the existing situation. Our P?JlC1pal obJect- a!ld on this the Euro~ean 
States are in agreement - should be the ~xparuno_n of ma~kcts. Th1s can only be acheived 
by gradually lowering the existing barriers to mtemat10nal trade. 
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I am glad to note that the French Government, while in~istin~ on the importance 
of industrial agreements, does not reject any other. method which might _le~d to the same 

It nnd I'n particular that it is prepared to contmue the present negotiatiOns as a result 
resu • u • ' • b · · f th · t' t riff W of which certain countries are hoping to bl;'ln~ a out a revlBlon o .e ~ns mg a ~· . e 
should pay special attention to the negotiatw~s between Great Bntam and t~e prmmpal 
industrial States of Europe, to which the B.elgian Government .a.t~aches great 1mportance. 
These negotiations may lead to the establishment. of new. faCilities and ~~ra~tees, and 
thus to a rapid improvement in European commerCial r~Iatwns. The par~IClpa~mg Sta.tes 
drew up a plan at the conclusion of the thorough enqwry and lengthy discussions which 
took place at the two Conferences with a View to Concerted Economic .Action. They reached 
aureement as to the procedure to be followed. These negotiations, the principles of which 
a~e now firmly established, should be opened immediately, and they should be pushed 
forward energetically. .As Belgium is desirous that they should be brought rapidly to a 
conclusion she is prepared, notwithstanding the modest proportions of her Customs 
tariff to r~spond most liberally to the requests which have been addressed to her. I am 
convinced that the other States concerned have similar intentions. In a few months, 
therefore, positive results of unquestionable importance may be expected. 

I now come to two proposals submitted to the Commission by the Belgian Government. 
They are of a limited nature. I shall refer only to the first, of which the object is to prevent 
the present position from becoming worse until such time as international trade has improved. 

The object of the Commercial Convention concluded at Geneva on March 24th; 1930, 
in execution of a resolution adopted by the tenth session of the .Assembly was to introduce 
guarantees of stability in the trade relations of the European States signatolies. One 
of the proposed guarantees was the institution, in the Convention itself or in previous 
bilateral agreements, of a procedure for notification and redress, in the event of a contracting 
party desiring to increase its unconsolidated Customs duties. 

The idea of such redress is not new. It has already appeared in valious commercial 
treaties, particularly two treaties concluded by the Economic Union of Belgium and 
Luxemburg. 

The Commercial .Agreement of .April 4th, 19251 with Germany stipulates : 

" Each contracting party agrees, in the event of its modifying its present Customs 
system, to have due regard, in so far as such modifications may specially affect the 
interests of the other party, to reciprocity and to the development of the trade of 
the two countrieS' on equitable lines. 

" If one of the two contracting parties should consider that any Customs duties 
established by the other party are at variance with the preceding engagement, the 
two parties declare themselves willing to enter into oral negotiations immediately 
on the subject." 

There is a similar provision, more precise and completed by a sanction, in the 
Commercial .Agreement of February 23rd, 1928, between the Economic Union of Belgium 
and Luxemburg and France. It is contained in .Article 51 and is as follows : 

"The High Contracting Parties, having concluded the present .Agreement in 
respect of the tariffs at present applied by them, and having communicated the 
changes which they intend to introduce therein, agree, without thereby relinquishing 
their freedom in regard to tariffs, that, if either party should later impose tariffs 
in excess of the tariffs in force, or of the tariff proposals communicated at the time 
of signing the present .Agreement, on any product or class of products which the other 
party may consider of particular importance to its export trade, the latter may 
request that negotiations be opened forthwith, and, if these do not reach an issue 
within forty-five days from such request, may denounce the present .Agreement at 
a month's notice." · 

We think this idea is worthy of the special attention of the Commission of Enquiry 
for European Union. · 

W:h~n th.e Belgian Goyernment was invited to submit proposals for the agenda of the 
Co~mis~wn, It observed, m a note which has been distributed to you (.Annex 6), that the 
mam obJect of the European Union which it was proposed to found was to set up a system 
based on the fellowship of the nations of Europe. Such a system implies, in the first 
pi~, that, as fa~ as possible, the States shall avoid taking any steps which may be 
det!'lmen~al to .the mterests of other States. In taking steps in economic matters to safeguard 
their natwn~l mterest~, ~owev~r, they do not always sufficiently bear in mind the interests 
of other natwns. This Is particularly the case in times of crisis. The public authorities 
faced with serious difficulties, react separately with a kind ofreflex instinct for preservation: 
It often happens, therefore, that in their great anxiety to solve their internal difficulties 
they take steps which injure neighbouring States. These States feel resentful and sometimes 
even retaliate, with the result that, far from the evil being cured, it is simply aggravated. 
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The procedure for notification and redress l;\id down in the Commercial Convention 
of March 24th! 1930, would to some extent remedy the evil. It would enable contracting 
States whose mte~ests see_med likely to be affected by increases in the Customs tariffs 
of other contractmg par~Ie~, to as_k for redress and the necessary adjustments. This 
guarantee was, however, litnlted to mcreases in Customs tariffs. The Belcrian Government 
therefore proposed that its application should be extended to other spheres "and in particular 
to international trade as a whole. ' 

. Unfortuna~e.ly, ~he _Commercial Convention has not yet come into force. The States 
which have ratif1ed It did not reach a(Yreement at the Conference which met at Geneva 
in March 1931. "' 

The Ita~an Government suf;l'gests that we should make a new attempt to put it into 
force .. In sp1te of the obstacles m the way, I very much hope that this effort will be made 
and will prove successful. 

Zfi. Colijn, who presided with such authority over the International Conferences with 
a Vi~w to Concerted Economic Action, suggested that the Commission should make a 
pressmg. appeal to all European States to apply the principles of the 1930 Commercial 
ConventiOn. 

Whatever may result from this suggestion, I consider that the Commission should 
adopt as one of. the rules for European union the principle of previous not.ilication of all 
laws or regulatwns through which one European State may injure the trade of other 
European States, and the principle of the right of recourse of the State whieh is injured. 

If the Commercial Convention is put into force, the moral obligation thus created 
will extend the contractual undertakings resulting from this agreement. If, on the other 
band, the Convention definitely fails, we shall at any rate retain one of its most important 
principles. 

I propose to submit to the Committee a draft resolution based on the considerations 
which I have just put before you. 

The Belgian Government has also suggested the preparation of an agreement for the 
purpose of ensuring the success of a new conference on the treatment of foreigners. I will 
not, however, discuss that at present, as I do not wish to lengthen my spoeeh. I would 
merely draw attention to the note which has been distributed (Annex 6) and which I would 
ask you to read. The question is sufficiently explained in that note. 

M. RAMEL (Sweden) [Translation].- After M. Hyman's observations, with most 
of which I am in agreement, I should like simply to raise the following questions. 

The Swedish Government in its reply to the Secretariat of the League of Nations 
with regard to future negotiations bas already emphasised that it is not only the excessively 
high Customs barriers which are impeding normal trade between the European countries, 
but also the continual alteration of Customs tariffs, and in general the absence, in a number 
of countries, of a stable commercial policy. In this connection, the Swedish Government 
points out that commercial treaties are very often of short duration and are frequently 
altered, and that in some countries there is a tendency to give a new interpretation to the 
provisions of the commercial treaties already in force. 

The object of the Commercial Convention of March 24th, 1930, was to provide a 
stable foundation and an atmosphere of confidence for the concerted economic action 
contemplated by the Assembly at its tenth session, and thus to contribute towards the 
progressive stabilisation of commercial p~Iicy. Th_e failure o~ ~hat Co_nven_ti~n, the 
impossibility of reaching agreement as to 1ts entry mto force wtthm the ttme-Iimit, was 
also a check to the work of the Commission of Enquiry for European Union. Sweden, 
as one of the very few countries which ratified this «?onvention, did everything it ~?uld 
to bring about positive results at the Conference held m March 1931, when the conditions 
under which the Convention should be put into force were discussed. Our ertorts were 
useless. I merely state the facts : I do not wish to reproach !1-nyone, but I do no~ disguise 
the gravity of the present situation. Those who are attendmg the present mectmgs have 
a very great responsibility. 

The Italian delegation made here a suggestion which I have exa.mined with great 
interest • that we should consider the best methods and most appropnate procedure for 
bringing' the Commercial Convention into force without delay, with the accession o.f the 
greatest possible number of European States. My Government would welcome sympathetiCally 
any proposal which might lead to the acceptance of the p~nciples on ~hich the Co!lvention 
is based, and is ready to examine that proposal and anxwus to arnve at a satisfactory 
conclusion. 

Time would, however, be necessary before this pla~ could succeed, and i!l some ca:ses 
it would be necessary once again to approach the Par~mments of. the respective countri~s. 
Consequently, it should be remembered. tha~, even if. the ltal~an p~oposal meets With 
general approval'- as I very much h?pe 1t _will - .. considerable tlme 'Yill elapse. befor~ _the 
Convention can come into force. This penod will be one of uncertamty and mstabili_ty. 
1 venture, in this connection, to draw attention to Zfi. Colijn:s speech at the closing meeti!lg 
of the Conference of March last regarding the entry mto force of the C?mmerCI~l 
Convention. M. Colijn then expressed th~ hope tha~, when _the States regamed th01r 
freedom to denounce after April 1st, thelf c_ommerCial treat1e~, they would not take 
advantage of their power, but would refram from such actwn. He expressed the 
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hope that the Commission of Enquiry for European Union would find a way of doing 
what the Customs Conference had been unable to do. 

The Belgian and Swedish Governments w~ ~Ubf!Iit a draft resolutio~ to this CoJ?lmissi.on 
a.s to the institution of a procedure for notifiCatwn and_ recourse rn connect.wn With 
international trade. This proposal also recommends that the States s_ho_uld give pr~of 
of their goodwill by refraining from using their power to denounce the existmg commerCial 
treaties. 

I consider that the principle contained in this proposal is of capital importance to 
the success of the work which the Commissioi_I ~ 1?-ndertake a~ a resu~t.of the suggestions 
and proposals just submitted to it. In my view It IS an essential conditiOn for the success 
of the work to be undertaken. Only thus· will it be possible to lay down the firm foundation 
which is so necessary if the States are to co-operate in an atmosphere of c.alm and security, 
sheltered from unpleasant surprises in the vast and difficult piece of work which is before us. 

TEVFIK RoucHDY Bey (Turkey) [Translation]. - 1\Iy first desire is to thank our 
Chairman for his kindly observations and the warm welcome given to the Turkish delegation 
last Saturday. I shall take advantage of this opportunity, however, to say a few words 
with regard to the very serious economic depression through which our continent is passing. 
I shall not examine here its profound causes and its many factors, as the previous speakers 
have already done so in detail and have shown their importance. · ' 

My aim is not, therefore, to give a diagnosis, but simply to express certain reflections 
on the conclusions to be drawn from the experiments which have already been made, and 
the measures recommended for the purpose of combating the serious crisis from which 
the whole world, and Europe in particular, has been suffering for several years. These 
experiments are, indeed, of great importance. They reflect, as it were, the light thrown 
on them, and in their turn illumine the road ahead. I attribute special importance to the 
plans outlined and the steps proposed by the various delegations here present. They have 
given us very valuable information and suggestions, and I am convinced that it would be 
useful to endeavour to reconcile them. The few reflections which I wish to submit for 
your kind consideration are inspired by this desire. 

There is no need for me to dwell on the present aspect and on the origin of the 
problems of over-production and the decrease in the consuming capacity of the nations, 
or on the important part which money and credit, together with labour, continue to play 
in production. It is the less necessary for me to do so because very thorough enquiries have 
been made in this field by the technical organisations of the League of Nations, and 
eminent economists have dealt authoritatively with the subject. I will confine myself 
to pointing out that the economic parcelling out of the world, and in particular of Europe, 
is simply the result of a series of economic and political factors which are closely connected 
and which at the same time represent a new phase in the evolution of the history of 
humanity. 

The raising of Customs barriers, against which we hear so many complaints, is only 
the inevitable result of this parcelling out and of the creation of new frontiers. This leads 
me to point out that, in addition to the economic interdependence of the world, national 
and even regional economy is also ail established reality. These economic facts, although 
they appear to exclude one another, can actually be reconciled. 

I will take several examples from among the measures recommended, following the 
order in which they were proposed, in order to show briefly our point of view with regard 
to reconciling the economic interests of the nations and the measures proposed in the 
Commission- a point of view which is based on the idea of an equitable balance between 
the interests to be safeguarded and the sacrifices to be made .. 

In the first place, a Customs union between two or more countries might doubtless 
have the advantage of removing some of the Customs barriers, extending the sphere of 
economic activity of the communities in question, and reducing some of their expenditure .. 
On the other hand, it would have the disadvantage of creating more solid and resistant 
economic " fronts " within the international community, unless the conditions under 
which it was brought about were made to harmonise with the needs and interests of that 
community. Such a step could only lead to useful results if these elements of harmony 
and equivalence to which I have just referred were present, and this would not seem to be 
impossible. 

We also support the point of view that the various countries should continue to 
negot~te and freel~ to conclude commercial treaties, granting one another quotas if they 
so desire, and treatmg the other countries on an equal footing in respect of one another. 
We have adopted this principle in our commercial agreements with various countries. 

With regard to credit, we should naturally not overlook either the fact that the 
lende~s require guarantees of their state of mind, but, in order to complete our examination 
?f t_his problem, _we m~at add to these fa:ctors the psychology of th': borrowing country, 
Ita mtereKts and Its desire not to hamper Its normal development. It IS therefore desirable 
that, while bearing such factors in mind, we should prepare various types of contracts 
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fbor i~terna!ionalloans. _I~ .t~is way, we shall avoid rnising ohstadt•s caused on the one hand 
Y t e nati_onal susce~>hbilihes of the borro\\ing countrit•s, and on the other by the anxit•ly 

of the lendmg countnes to have guarantees. Such equivalence will fal'ilitate the solution 
of the problem. 

T~e questi~n of the formation of international cartels should be considered from 
the po~nts of VIew of P_roduction. and distribution. It should be noted, howe,·er, that 
cou!ltnes whose econonuc s.ystem IS not organised in this way will naturally bring about 
eqmvalence and ens~ue rapid_ develop~ent by the applit•ation of a State llOiicy to certain 
~ranches .of production. This would Ill my view greatly facilitate the realisation of the 
Ideas which have been expressed in this connection 

The Turkish delegation r~c~~nises the importance" of Europenn rt•gional t•o-operntion, 
but do~s. not exclude th~ possibility of world co-operation in an atmosphere of Jll'IWe and 
tranquillity. ~uch c?ntmuous collaboration, which would level out the prt•sent difficult it'S 
and create uruty of .~teres~ between the countries, would be the most solid foundation 
for peace, that magnificent ideal for which it is our duty to work, and the sut•ccss of which 
alone can com.pensate for our sufferings during the present crisis. 
1 In c~ncl~swn, I have _special pleasure in quotin~ one item of the progl"llmmo of tho 
party which 18 at present m power in Turkey. It affirms the following principle : peat•e 
at home and peace abroad. 

M. BEELAER~s VAN BL?KLAND (Netherlands) [Translatio11].- It is almost Auperfluou~ 
for me to say With wha~ mteres~ I have listened to the remarkable specehes of sen•ral 
of our coll.eagues on sub]_ects. which are of particular interest to my country, in view of 
the great importance which it attaches to world commer!!e and intt>rnutionnl trude. 

I have no intention of expressing a fim'l opinion rt>"arding the idt•us and 1•lans whTt•h 
have b~en put. forward during the past few days. "' 

I simply WlSh to make a general statement and to t.>mphasise three 1•riiwiples whh•h 
the Netherlands Government does not wish to be forgotten. In so far as we are u~ked to 
co-operate, we shall study the ideas and plans to which I have referred without dehty 
and with an a~dent desire to contribute to the early establishment of a new era of tranq uillit.y 
and calm, which- as our Chairman has already so truly said- the eeonomic life of the 
world so greatly needs. My country has always tried to help in this work by its uutonomouH 
commercial policy and by its policy in regard to economic treaties, both bilutt•ml nnd 
multilateral. 

This general declaration leads me to one of the principles to which I hnve just referre1l. 
The Netherlands Government considers that any attempt at economic rt>eonstruetion 
should start from the idea that the autonomous policy of each country must be baKed on 
respect for the interests of other States so far as this is possible. This iden was afCirmod 
in the Oslo Convention between the three Scandinavian countries, Belgium and tho 
Netherlands. 

Economic reconstruction, of which the multilateral conventions are the crown, should 
be based on a liberal policy. The object of bilateral and regional treaties is both to regulute 
the questions which interest only a few nations and to prepare for the condusion of gonernl 
conventions. The Netherlands Government will neglect none of these meusures for helping 
to ease the economic situation of the world and of Europe in particular. It has ace!ld!ld 

·willingly to the Geneva economic conventions, and associates itself unreservedly with the 
desires expressed by the Belgian representative in regard to the principle of notification, 
and by the Swedish representative in regard to the non-denunciation of commercial 
treaties, as provided for in the Geneva Convention of 1\Iarch 24th, 1930. . 

In the second place, I would say that the Netherlands Government shares the view 
of the representative of the French Government, l\I. Franc;:ois Poncct, with regard to the 
most-favoured-nation clause. This clause - or rather the system embodied in it - should 
continue to be the basis of our economic relations, for the sake of the equulity in the 
conditions of competition and the atmosphere of tranquillity which it ensures. My 
Government does not intend to depart from the line of conduct which it has hitherto 
followed and which has led it to oppose any policy which might invalidate that system. 
Nevertheless it is only necessary to consult the commercial treaties concluded by the 
Netherlands 'to ascertain that we recognise the existence of normal cases in which the 
clause cannot operate. I would add t~at we are also .prepared ~o adrni.t tha~ there are 
situations so abnormal that an exceptiOn to the rule Is merely its conf1rmatwn, as our 
French colleague sa.id. Obviously such .ex~eptions should never h~rm the interest ~f a 
country whose treatment of other count~es iS based on a system which, broadly speakmg, 
involves a very low tariff, perfect equa~ty and the absenc.e of weapon~. . . 

In conclusion, I should be wanting m the frankness which characterlSes our diHcusswns 
if I hid from you that the Netherlands G?vernment is not unreserved)~ in f~vour. of 
industrial agreements. I do not deny that m some cas.es such agreements, if applied .With 
prudence and in a spirit of sincer.e r~pe~t for all the mterests at stake, may exerCise a 
salutary influence on the econonuc life, m the general sense of the latter term. 

Two points should be borne in mind. I consider that the Governments, and consequently 
the League of Nations, are called upon rather to supervi~e ~he working of such agreeme~ts 
in order to see that they are not detrimental to the public mterest t_han to take an active 
part in bringing them about. In the seco~d pla~, and here I ~m m complet.e agreement 
with my Belgian colleague, if the heavy mdnstnes and certam others which may be 
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imilated to it are suitable subjects, should the need arise, for industrial agreements, 
~:~t is not the case as regards articles of high quality. In view of the position of the 
Netherlands in which the latter industry is predominant, I am compelled to make a 
reservation in regard to industrial agreem~nts. The Nt;therlands Governmel!t would ~e 
unable to accept measures likely to be detnmental to an ~~portant branch of Its econo';lllc 
activity which owing to a policy of freedom whereby conditwns advantageous to productiOn 
are guaranteed has developed satisfactorily without artificial means. 

I will confine myself to these observations, and once again assure the Commission 
that my Government will actively co-operate in the task before us, which calls for a rapid 
and efficacious solution .. 

The continuation of the discussion was adjourned to the next meeting. 

FIFTH MEETING (PUBLIC) 

Held on Tuesday, May 19th, 19.11, at 4 p.m . 

. Chairman: M . .Aristide BRIAND (France) 
• 

25. Economic Questions: The World Economic Crisis in so far as It concerns the Community 
of European States : General Discussion (continuation). 

M. MUNCH (Denmark) [Translation]. - The discussion to which we have listened 
during the last few days has shown a very real appreciation of the gravity of the economic 
crisis and the need for finding remedies for that crisis. We in Denmark share this feeling. 

Denmark is an agricultural country, and it, like other countries, has been going through 
a serious crisis as a result of the fall in the price of the animal products which it exports. 
We are extremely interested in the prosperity of the countries to which we sell our products, 
and we are firmly convinced that the economic conditions in different countries are so 
closely connected that it is extremely important to all of us that trade should not suffer in 
any part of our continent. I have listened therefore with very great interest to the 
statements concerning the numerous remedies that have been proposed here.-

I imagine we shall all agree that we shall have to devote closer study - perhaps in a 
sub-committee, but in any case in the various administrations concerned - to most of the 
proposals that have been made. But I should like first to submit a few observations, from 
the point of view of a country which practises a commercial policy of a definitely liberal 
character, on certain of those proposals. · 

In the first place there is the question of preferential duties. Every year, after September 
is past, this question comes up in the economic discussions of the League of Nations. The 
peasants of Denmark, who are profoundly convinced that free trade is the best means of 
creating a really well-organised agricultural system, and have carried their own agriculture 
under that system to a very high state of development, are not enthusiastic supporters of a 
preferential system. It is possible, however, that in some countries the situation is such 
that the preferential system may be temporarily useful or even necessary. 

So far as cereals are concerned, we have no direct interest in preferential duties. It is 
true that we import into Denmark a rather large quantity of cereals ; but we cannot grant 
preferential duties because we have no duties of any kind on the import of cereals. We 
regularly import a certain amount of cereals from the countries which have been mentioned 
here, in particular Poland and Roumania ; and it is possible that the adoption of a 
preferential system by some countries in respect of cereals from certain exporting countries 
may give rise to difficulties in connection with our own imports of cereals from those 
countries. But that is not a decisive factor determining our attitude. 

The vital point in our view, if the system is to be put in practice, is to maintain 
the principles enunciated by M. Fran~ois-Poncet in regard to the most-favoured-nation 
clause- that is to say, to treat the present case as the exception which proves the rule. 
But -. Pf!Ce that proverb - there is always the risk of exceptions becoming precedents and 
establishing a new rule. The only preservative against that unpleasant development, so 
far as any preservative is possible at all, is, I think, to stipulate explicitly and in the clearest 
terms ~hat ~o prefe~ential system may ever be applied without the approval of all the 
countnes enJoymg nghts based on most-favoured-nation treatment. 

We come next to the question of cartels which has been discussed for some years past 
by conferences and commissions of the League of Nations and is the subject of an interesting 
exposition in the French memorandum. ' 

I ~o !lot kn'?w whet~er i_t is really possible for Governments to do much in support of 
these b1g .mdus~r1al orga~sat10ns. Perhaps they can do something by means of a system of 
preferential tariffs : but m that case we shall be faced with the same difficulties as in all 
other .ca~ea where the ~ttempt is made to establish preferential systems. What is certain is 
that, if State& lend their support to cartels, they are thereby assuming responsibility for the 
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economic policy of those organisations. This means that it will be ahsolutt'l:V t'SSt'ntial to 
crea~e som~ conc?TI"ent system of international supervision which will be both t'fft'ctive 
and ~mpart1a}. ~tIS only natural that a country like ours, whkh is without the raw materinls 
reqrured by Its m_du~try, sh<.mld ~splay ~ certain uneasint'ss as to the const'Qlll'llt'e of the 
d~velopmen~ of b1g _mternatwnalmdustnal combines. On this subjet•t we concur entirdy 
With the pomt of VIew expressed yesterday by the representative of the Nt'tht•rltmds. 

Our attitude in ~egard to these understandings is ,-ery act'uratl•ly nprt'ssed in the 
report of the Econonnc Con!erence of 1927. In common with that Conft•rt•nt·e we rt•cognise 
that, when the~e understandmgs are conceived on broad lines and gover1wd by considNl\lions 
of the gener~l mterest, they may help to give the workers greater stal.Jjlity of Nnploynwnt 
and lower pnce.s for the consumer. But we also agree with the C'onft•rem•e in thinkin~o: that 
these .undertakings when n~t governed by considerations of the Jmblic inten•st may bhwk 
techmcal progress and entail great dangers for consumers and workt•rs alike. 

<:>ne fav?urite practice of these combines is the restriction of Jlrotlul'tion. I rt>t'Ognise 
that m certam abnormal cases ~e~triction of this kind may be lll't•essary : but it is always 
very dangerous .. The present c~s1s may be regarded as due eitht>r to on•r·Jlrodul'tion or to 
~nder-consumptwn. I mysel! ~hink 'the latter is the truer explanation. The prt'st•nt situation 
1s ~ruly absurd. T~e techn~CI~ns have don~ their. work, and we havt• rral'lwd a point. at 
which we are abl~ WI~hout diffi~ulty to produce all the commoditit•s that mankind rl'<JUirt•H, 
But at the same trme It appears Impossible to arrange Cor the distribution or Uwse commodit it•s 
in such a way as to meet the requirements of consumers. The stocks at't'nmulat.~J while 
millions and millions are without the products they r<>quir~J. If the pun·hnHill~ pOW<'l~ of the 
great masses could be appreciably increased, there would be no nixis. lint r<•stridion of 
production may itself very seriously affect purchasing powt>r. It may lead but h to im·n•IIHO 
of unemployment and to a rise in prices, and to that t>xtl'nt wt•nkl'n stiii fnrtlwr the 
purchasing power of the peoples. 

In any case, if we wish to be sure that these industrinl un<lPrstandingH take t.hc public 
interest into account, it is essential that they should be t>Hectively sulwrvist·d. 'l'he Et•ntwmit• 
Conference recommended supervision of this kind in the case of iuh•rJmtional indnHtrial 
understandings. It emphasised the necessity for wide puhlil"ity in rrgard to tlw clumwter 
and activities of these bodies. The Inter-Parliamt>ntary Union, during its Cuuft•n•m·e h•Ht 
year in London, passed a resolution in the same sense. It recogniHed that tlwHe organiHnt.iunK 
may be useful in certain cases, but added that, in view of the "harm£uii't•sults whit•h tlwy 
may have both from the standpoint of the general inter<>st and from tlw stanupoint of 
States, they should be regulated". It recommended the organisation of tlw n•quiHite puhlicity 
and supervision by the League of Nations. I hope the sub-committ<•e, whit·h I l>l't'HUmo wo 
shall appoint, will be guided by the principles asserted by the Economic Conft•n•nco and by 
the Inter-Parliamentary Union. 

As regards the general idea of a system of Customs unions t•mbra<'in~o: gradunlly tho 
whole· of Europe, everything depends, in my opinion, on the character of such unionK. 
A Customs union between two, three, four or five States may he coneluded either by 
increasing the different taliffs to the level of the country with the highcHt tariff or by 
reducing them to the level of the country with the lowest. The consequences in the two 
cases will be very different. 

It goes without saying that my Government supports the idea put forward by the 
Italian Government that the Commercial Convention which we signed and ratified should 
be revived. If such revival is not possible, we hope it will at lea~~t be pos~ihle .to acc~•pt 
the proposals put forward by Belgium and Sweden and resume the cHorts made with. u. VIew 
to establishing a more stable situation in regard to Customs policy than that which lms 
prevailed in Europe in recent years. 

Mr. HENDF..RSON (Great Britain). - We have now been discussing this question 
for three days. Our discussion has made it plain that the ~ont.i~ent of Europe, in ?ommon 
with the rest of the world, is passing through an economic cns1s o! g~eater severity than 
any experienced in modern times. It has revealed to us more convmcmgiY: th~n ~ver that 
the depression both of agriculture and of industry has been comprehensive m Its scope 
and appalling in its consequences. 

Consider the tragic paradox of the pres~nt year. Europe--:- this Europe which we here 
represent- is in danger of general paralysis. In our countnes unemployment, .poverty, 
actual starvation, are present, and yet, while men walk t.he streets and cannot find w~rk 
to earn bread for their hungry families at home, the cornbms of E~rope and of the countries 
overseas are bursting with food that c~nnot be sold. Our p~tent1~l P<?we~ to ~reate wealth 
is greater than it has ever been. Capital, by countless millions, IS lymg Idle m our banks 
waiting to be used. There are hundreds o~ millions.o! peop!e in the world whose dema!lds, 
not for comforts or luxuries, but for the stnct necessities of life, are not, at the prese~t time, 
satisfied in anything like reasonable m~asnre, and so far we have been unable to fmd the 
means to break this vicious circle of disaster. 

It is with the problem of how to break that cir~le t~at our Committee .is f~ce to f~ce. 
I am hoping that from now onwards we shall fac.e 1t w:1th resolute determmatwn to f.md 
an issue, that we shall set on one side every cons1derat~o~ of amour-propre. or of prestige, 
that we shall concentrate attention on the real economic mterests of the simple men and 
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women whom we represent ; that we shall be resolute to work together and by constructive 
co-operation to reach a solution that shall be acceptable to us all. If we are to do that, 
we must probe to the causes that have b~ought us to o~r present pass. They are, as 
M. Litvinoff said yesterday, many and various: A~ he said, the after-shock of the w?rld 
war is in great part responsible for our present ~ItuatiO~. Armam~nts, beyond all questiOn, 
are a contributory cause' an atmosphere o~ mternatl?nal secunty, of freedom from ~he 
fear of war, is the first condition of economic prospenty. For that reason, I agree With 
President Hoover that the success of the Disarmament Conference next year would do very 
much to bring the world crisis to an end. 

I do not agree with lf. Litvinoff that warlike plans against the Soviet Union are a 
factor in the present unrest. I ask him to banish from his mind any thought that the 
Jllembers of the League are plotting war aga.inst his people. I assure him that we are hoping 
for increased peaceful intercourse and trade between his country and ours, and we shall 
welcome all the help that he can give us to secure an atmosphere of confidence and trust, 
based upon the mutual observance of our international obligations. 

But, as he said, the causes of the present situation are many and various. The 
over-expansion of certain industries during the war, the over-expansion of the supplies of 
certain raw materials, the partial dislocation ·of the gold standard system, the fall in the 
purchasing power of silver and other allied monetary consequences - I need not trouble 
you with the recital of all the various factors which economists in recent months have 
been discussing. But I ask you to note that none of these different causes can be dealt 
with by the national action which any one of our Governments can take alone. Each 
of us is impotent to control them if we try to act alone. Not only so, but there is no sectional 
solution, no action by any regional group which can do very much to help the general 
solution. Even those like Dr. Curtius who have proposed a regional action recognise 
that such regional action can· only have a limited effect, and indeed have only put it 
forward because they hoped that it might lead to something wider. 

It follows that if anything practical is to be accomplished, if our deliberations here are 
not to remain mere empty words, if we are not simply to drift on to disasters- perhaps 
far graver than those which have already overtaken us -. we must act together for our 
common good. I want to say in the plainest language, that I believe it should be possible 
for this Commission to find a programme of concerted international action, through the 
machinery of the League, which will help to remedy our present situation. I know only 
too well the difficulties involved, but I know too that, if we here, responsible Ministers 
in this room, desire to overcome them, we can do so. 

In recent months, there has been a kind of defeatism abroad, regarding the prospects 
of international economic co-operation tlll'ough the League, Such defeatism seems to me 
absurd. From the beginning of its work there has been nothing in its record more strikingly 
successful than the economic and financial work which the League has undertaken. The 
Brussels Conference, the World Economic Conference, the financial reconstruction schemes 
in Austria and elsewhere, the refugee settlement schemes, the work of the League Committee 
and Conferences on transit and communications, the other work of the Economic and 
Financial Committees, right down to the agricultural credits acheme, which has just been 
completed- at every stage there have been remarkable successes which, taken as a whole, 
have brought immense benefits to the countries of the European continent which we 
represent. 

• 
Even in regard to barriers to international trade, the work of the League has not 

been entirely fruitless, though progress has been disappointing. Many of the post-war 
discriminations and restrictions on trade have been swept away and an increasing measure 
of liberty has been allowed. The present crisis has brought home to us anew the absolute 
necessity for concerted economic action. In many countries public opinion has begun 
to understand the useless suffering that economic nationalism has caused. I am happy 
to know that there are other Governments which share this view. 

Various proposals- some of them ambitious- for such concerted international action 
have been put forward. We have had suggestions from the French, the German, the Italian, 
the Belgian, the Netherlands, the Russian and a number of other delegations. For my part, 
and speaking for the Government I represent, I may say that we shall examine all these 
proposals wi.th the sympathy which they deserve. The most comprehensive plan which. 
has been ~a1d before us was that of the French delegation. I was glad to note that 
M. Franr;01s-Poncet, in his admirable speech, told us that the scheme which he outlined 
was no.t a rigid pr?position to be accepted or rejected as it stands. I would reply to him 
by sa~mg that w~ile there are some parts of his scheme about which I now feel difficulty, 
there IS no part of It to which we will not give our fullest and most sympathetic consideration. 

. It _may be that his proposals for the agricultural countries may be facilitated by the 
discusHions of the Conference of the wheat-exporting countries now meeting in London. 

With .regard to the financial proposals which the French representative laid before us 
I should like to say at once that we heartily endorse the general principles which he put 
forward. The greater part of Europe is calling urgently for credit, but the countries which 
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~a:ve surplus res~mrces St>em more and more rt>lnctant to lt•nd: thus the wntt>rs whieh should 
ll"l'lgate the plams of Europe are dammed up in unprodtll'tiVE> restlrvoirs. 

~e are hopin~ that this week a definite result may be real'lwd on the Agri<'nltuml 
Credits scheme which the French delegation proposed at the last sN•sion of this Committee. 
~e h?pe that measur~s may be evolved which will promote the flow of t•redit in other 
directwns for the benefit of Europe a~ a whole. \Ye hope that, before we S<'IHUate, we nuty 
have ~greed upon the means by whiCh these principles shall be giYen prompt and fruitful 
attention . 

. I also w:elcome v~ry. warmly what the Fr<'nch rt•tm•sNIIatiYe ~1\id on the subjt•t·t of 
tariff reductions: Thts 18 an axpect of our present problem to whil·h my Govt•rnnwnt 
attach a great Importance.. Everyone remembers the protJosals put forward t•ighlt•t•n 
months ago. \Ve are convmced that there can be no rNIWdy for the pl'CIIt'nt Nitul\tinn 
unles~ the Gov.ernments here assembled are pre11arcd to reat•h a pml'!it·nl rcsult in thi11 
dornam .. Nothmg can ~orne ?f the credit plans in an atmospht>re whi!'h ill poisoncd by 
narrow tdeas of econonuc nationalism. 

I say without hesitation that the esst>ntial condition of our llUCCCRR is to end what 
~I. Bene!\ has so right!~ called " t~e .present state of et·onomic war ". Whnt is hnppt•ning 
m .Europe to-da:yt Natt!>n~ are stnvm~ by every means to kecp out forcign goods. By 110 
d01!lg th~y are Impover1shmg both thetr own and otht•r nations. This poliey is madut'llll. 
It IS a Wild atte~pt to reverse the hiRtorit·al proccxs by whit•h the internMional c:uhange 
of wealth has. ra1sed the standards of living of all our peoples. It is a fight agnint~t. the 
great econonuc forces of the age. Every year shows more dt•arly that mt•n t'lm prodtll'e 
far greater wealth by far less labour if their production is on a ~rcatcr sl·alt•. 

By this folly of economic nationalism, of economic war, we are striving to holtl In 
check those very forces which can moRt improve our lot. It i11 in reverMal of tbis llolil'y 
that we see the hope of immediate fruitful action through this Committt•e for the t~omnwu 
good. 

I repeat that, in our view, among the different cau11cs whkh contrihute to the preReut 
world depression the magnitude and the high level of proteetive tariffs rank fir11t. and 
foremost. Everywhere in recent times countries have vied with one anotlwr in putting 
up barriers against trade. They are barriers against proMperity, for, behind thoMe bi•rrit•l'H, 
uneconomic and wasteful production has been subsidi11ed, which compctl's with the 
natural harvests of more favoured countries for an ever-narrowing free market. 

Meanwhile, the principal creditor countries have insisted on the payment of the d11htH 
which are due to them and refused to aceept the goods which the debtor countrit•H h1n•e 
to offer. They shut their eyes to the fact that internat.ional trade mu11t take the form of 
barter. A debtor must be allowed to sell hi11 products if he is to pun·haHe ot lwr p1•oplc's 
goods or to pay his debts. But instead of this the creditor countl'icK have inKiKted on 
payment not in goods but in gold, and the consequent scramble for gold has largdy 
contributed to the recent catastrophic fall in prices. 

This sequence - namely, tariffs and payments of debts and the scramble for Jtuld
is sapping the very foundations of our economic system. Everywhere the agrkultuml 
countries, the primary producers, are being forced into bankruptcy, becauHe thl'y are 
asked to pay in the gold that they have not instead of in the goods that they have. 1'he 
industrial countries in their turn find that they can no longer sell their manufaetures and 
are therefore forced to maintain, publicly or privately, millions of their people in a state 
of unemployment 

Europe cannot afford millions of unemployed. The standards of life of her J!CI!pks 
do not admit of a further detelioration. Everywhere the cry is going up, "Ilow l1!ng7 ". 
We have trodden long enough this path which is leading us to diKaKter. 1'he time hall l:l!me 
to break the vicious circle. We must cease to make economic imposKibilitics into political 
necessities. 

As I said my Government has repeatedly brought this question bt•fore the Leag.ue .. 
Some of our people have become discourag~d. If the rest of the world, they a~k,. per~tHts 
in this madness can we maintain our samty! If such counsel~! should prevatl, It mtght 
mean an era of ~conomic conflict and dislocation, more de11perate than anything we have 
yet seen and the last state of Europe would be hard to imagine. Before it is too late, 
we call ~nee more for a change of policy, for a reduction of taliffs, for the abolition 
of restrictions on trade. 

As I make this appeal, I am glad to rec?gnise t~e handsome allsuran~:l'ls whirh .are 
given to us by the Belgian Minister for Fore1gn ~ff~us an~ the French rcpreHcntahve. 
We want to press forward with our prese~t nego!Iatwns ~th t~em and other Pol\'C~·s; 
we want to start negotiations on an even Wider bas1s; we Will comnder any other suggestwn 
that may be made for guarantees to international commerce. 

I hope the Committe will not think that by stressing this question of tariff baniers 
we are needlessly emphasising again plans which have already been put forward. We belieYe, 
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·ndeed that those plans may still have their full result if our Governments will only 
~ccept'the necessity of close economic co-operation as the guiding principle. 

There are, of course, strong vested inter~sts to be faced, but each Governme_nt must 
frame its policy by reference to the needs of Its ~eople as a whole and not t<? the mt~rests 
of sectional industries. We must develop the will to succeed. I repeat. agam t~at, m t~e 
nt>gotiations on which we are about to start, we are prepared to consider on Its menta 
any and every proposal that may be put forward. 

We shall enter into these negotiations with a determination to get results- results 
which will help us to solve the grave economic and political crisis by which we are faced. 
We shall come to these negotiations with an open mind, persuaded that we must all ?f 
us make concessions to reach the agreement which our common interest demands. It IS 
plain that we cannot at this present session reach decisions on the plans put forward. 
We must determine therefore the procedure to be followed, and I want to suggest the 
creation of a sub-committee which can lay before us proposals to this end. 

Before' I suggest a resolution for this purpose, may I_ say one final word! 

We are faced to-day by an international dispute - the first dispute in which the 
great Powers of our continent have been divided before the League. Can we not here 
resolve that we shall reach a common plan by which agreement among us shall be 
~~' . 

Twelve years ago our countries· were at war. Our sons were fighting on the field 
of battle. Our peoples were divided by a gulf of hatred and suspicion which many thought 
it would take us a generation to remove. In these last few years we have begun to 
re-establish a mutual understanding. For that result we owe an undying debt of gratitude 
to the great leaders of the French and German peoples. This understanding between 
nations which so lately were engulfed in war is the most precious asset of our continent 
to-day. Let us enter therefore on the negotiations that are before us with a resolute 
determination to find a common plan, and so let us finally establish that understanding 
on foundations that no future differences between us can ever shake. 

In conclusion, I propose the following draft resolution : 

" The Commission of Enquiry decides to establish a sub-committee to recommend _ 
the procedure to be adopted for the preparation of definite practical proposals in the 
light of the various schemes which have been submitted to it. 

" This sub-committee should meet forthwith and present its report to the 
Commission of Enquiry to-morrow- or at latest on the the following day." 

M. BJOERNSSON (Iceland) [Translation]. - Before this general discussion is closed 
I should like, on this occasion when Iceland is represented for the first time here at Geneva, 
to state on behalf of my Government how much it appreciates the invitation to take part 
in the work of this Commission and to thank our Chairman for the cordial welcome he 
has given me as the representative of Iceland. 

My Government follows with increasing interest the great work carried out by the 
League for the benefit of mankind, and sees in the fact that the invitation to come here 
has been extended to European countries which have not as yet become Members of the 
League, a further proof of the breadth of view which inspires this Commission and the 
League. 

M. ZALES~I (Poland) [Translation]. - Our Chairman invited us in his opening 
speec~ t.o co!lside~ toget~er in detail and in frank discussion the best means of overcOiuing 
the difficulties With which the economic life of all the European peoples is at present 
confronted. I p~opos~ to respond to his appeal and will endeavour to state my 
Gove~ent's attltll:de m regard to the problems at present arising in the matter of European 
econonuc co-operatiOn. · 

Several pr~vious speakers have noted that the efforts made in the direction of economic . 
rapproch~ent m the form of multilateral agreements have not yielded the results which 
were antiCipated, a':ld that the work of the League of Nations in this field has not been very 
~ucces~ful, There Is no doubt some truth in this contention : but the Chairman was right 
m saymg that we should not draw too pessimistic conclusions from the experience of the 
~;st Hor adllow ourselves to be discouraged for the future. I was very glad to hear that 

r. en erson was of the same opinion. 

car ?fe un~rlyi':lg re8o'!ons for the failure of certain efforts made up to the present require 
nat~~ c:fns~ eratiOn. ~t se?rms to me that the main reason is to be found in the one-sided 

ro . . u~ econ?mic e ort.s. We have been inclined to regard the exaggerated 
~a~~Ios~a~dm~ustnal produc~10n as the sole cause of the economic crisis, and from this 
dif(i(,ultiea to ~~m~ h~ve . confmed our se~rch f?r remedies for the current economic 
tariffs. e culttvatlon of undcrstandmgs with a view to the reduction of industrial 



-45-

I am far fro~ denying the importance of any measures for the stabilisation or reduction 
of Cus~oms barners. I may remind the Commission that Poland was one of the first 
countries to accep~ the :proposal made by Great Britain at the time of the Conference for 
Concerted Econ~rmc Act10n for negotiations as to the best means of facilitating international 
trade. The attitude. of. m~ Government, which still appreciates to the full the idea put 
fo~w~rd _by Great Bntau~, IS based on its high appi·eciation of the liberal policy of Great 
B.ritam m respect of all Imports including imports of agricultural products. 

But, un~appily.' the libe_ral policy of Great Britain has not been adopted by certain 
othe~ !lountries ~h1eh c~nstitute _important markets for agricultural products, and the 
conditiOn of agnculture IS ~ecormng steadily worse. The policy of prohibitions to the 
~ntry of the surplus pro~uct10n of certain European countril's I'Oupled with the continued 
mcrease ~f Cust~ms duties on agricultural products, of which the lev('l has now reached 
~n exorbitant heigh~, has done much to provoke the crisis in agricultural production, which 
1s one of the most Important branches of European production as a whole. 

The economic situation has undergone great changes. Territories whieh for deeades 
past .have been markets for agricultural products are bl'ginning themselves to export 
certam of those produc~s. The result is seen in movements of prices which in the case of 
cereals. have amounted m Europe to as much as 400 per cent- a developm('Jlt for which 
there 1s no precedent. The consequences of this state of things have quiekly made 
themselves felt. The general economic crisis, coinciding with the agricultural crisis, has 
been· aggravated to a formidable extent. 

The repres~ntatives of the European agricultural countries have long since JlOint('d 
out that there. I~ no means ~f effectiyely combating the economic crisis without making 
adequate provlSlon for the VItal reqmrements of the agricultural countri('K. Su!'h a!'tion 
need not exclude a moderate amount of tari.II proteetion. The agricultmal countries 
of Europe have always taken the view that there can be no general improvement in the 
European economic situation, unless the purehasing power of the population of the 
agricultural countries (numbering more than 100 million inhabitants) is increased. But 
it is impossible to increase their purchasing power unless their production is assured of 
remunerative prices. In the course of last year eight agricultural countries in Central 
and Eastern Europe held a number of conferences and were successful in establishing 
a common programme on a number of essential points as a means of remedying the difficulties 
of the present crisis. 

The importance of the agricultural problem has only recently been appreciated to its 
true extent or given its proper place in the European economic programme. The desiderata 
of the agricultural countries are now, it must be admitted, the object of a b('tter 
understanding, particularly so far as this (Jommission is concerned. One of the main caus(•S 
of the failure of international economic effort has been the disproportion in the treatment of 
industrial and agricultural questions. The readjustment of this fundamental error is the 
condition precedent to any final success for the work on which we are at present engaged or 
any future work of the same kind. 

I should like also to call attention to the unjustifiable difficulties which stand in the 
way of the free transport of live-stock products across the territory of certain countries. 
Those who deplore the difficulties created by the existence of the numerous Customs 
frontiers should, I think, welcome warmly the idea of concluding veterinary agreements as 
a highly effective means of doing away with the harmful effects of these frontiers in so far 
as the circulation of products of animal origin are concerned. 

In the discussions which have taken place two new lines of action have been proposed. 
One was the conclusion of regional Customs unions which, it is suggested, should ultimately 
lead to more general agreements. The other system of combating the economic crisis looks 
to the conclusion of general agreements on a European scale. 

For my part, I cannot share the. yie'! of those who advocate the form~r system. I 
cannot believe that it is capable of famlitatmg a. general European understandmg. On the 
contrary, the conclusion of regional Customs unions can only render more general agreement 
more difficult, if not impossible. 

So long as it was only a question of bilateral agreements on the basis of most-favoured
nation treatment there was a complete assurance that such agreements would not contain 
elements calculat~d to injure the interests of third parti~s or to go counter t~ the fundamental 
principles of European co-operation. But as soon as It becomes a questiOn of agreements 
which go a long way beyond the most-favoured-nation clause, as Custo~s unions ~o, t.here 
is reason to fear that, under present circumstances, they may lead to senous comphcat10ns. 

The free entry of a product of one contracting p~rty int~ the market of another party 
necessarily means the elimination from the market m questiOn of the same product of a 
third party, particularly where the country with which the Cus~oms union ~s .concluded 
is the principal source of supply. ~ s~ch a cas~ the . necess1ty _of avmdmg grave 
complications for the economic orgarusat10n o~ the Im-portmg State w1ll undoubted!~ lead 
to an increase of Customs tariffs as against thrrd parties, rather than to any reductiOn of 
tariffs. 

Customs unions will create privileged areas of expansion for the production of particular 
countries and will lead to a reaction on the. part o.f other States in. the shape ?f. the 
establishment of other economic groupings With a VIew to compensation for the InJury 
thus occasioned. 
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hink the States which advocate regional Customs unions also r~a.lise the grave 
I t. h avals to which Europe would be exposed under present conditiOns as a result 

economic up e . · f di · t s h f the inevitable rivalry between the varwus uruons. As a means o guar ng ~ga:ms ~c 
0 th y have stated their readiness at any moment to undertake negotiatwns w1th 
~a;I~erJ'sta~es or groups of States with a view to extending the application of their Cus.toms 180. a e I do not question the sincerity of the invitation ; but I regret to say~ am convmced 
~n~~~~ot be realised in practice. The States invited to negotiate would f!.nd themselves 
confronted with accomplishe~ facts. an~ ~onsequently w~mld be at a disadvantage as 

ared with the States issumg the mVItatwn. The experience of recent years, moreover, 
j~;:tfries in my mind a certain pessimism. Even the ~egotiation of. bilater~l agreements 
between certain European countries in the shape of ordinary commerCial treat1es has proved 
impoRsible up to the present. . . . 

I believe economic co-operation can and shoul_d proceed m _tw~ directiOns. . 
In the first place, there is the method of multilateral negot1at10~s on the basis. of the 

plan put forward some days ago with ~reat clearness by M. !!'ra~go1s-Po~cet: Th1s plan 
has a number of important features whwh are capable of realisatwn, taking mto account 
the special position of Austria and certain other countries. The plan should be supplemented 
by action in regard to the problem _of the trade a11:d transit of liv_e-st~ck -. a point o_f capital 
importance for agricultural countries. The practwal steps required ~n this connect1on h~ve 
frequently been explained, and I need not recall them now. I confine myself to reservmg 
the right to make proposals on the subject at some future date. 

Secondly, econolnic co-operation can also proceed along the line of bilateral agreements 
based on generally recognised principles. In this connection, I share the view of the Italian 
representative who has emphasised the importance of such agreements. Bilateral 
agreements of this kind are valuable, not only to the contracting parties but also to third 
countries. 

I want also to draw attention to a lnisunderstanding in regard to the interpretation of 
the principle of regionalism. The understanding and co-operation of eight agricultura. 
countries has been quoted as an example of the practical application of the regional principle! 
Co-operation in this case is free from the defects to be observed in other .regional 
understandings, and falls entirely (as the eleventh Assembly of the League recognised) 
within the lilnits of the econolnic work of the League, and does no injury to the interests 
of third countries. The regional agreement of Oslo, to which Poland is not a party, is also 
innocuous. 

Much has been said with regard to the distinction between the econolnic and the 
political side of regional understandings or Customs unions. This purely acadelnic distinction 
cannot survive the test of experience, as M. Grandi pointed out to the Commission yesterday 
with great effect. Every country is compelled to bring its policy into agreement with its 
econolnic requirements. The real danger arises when the relation between the two is 
inverted ; and it is for this reason that I think any proposal or plan which seeks to 
subordinate econolnic to political considerations should be condemned. 

I agree with the Chairman that no common action is possible except in an atmosphere 
of mutual confidence and good faith. If this prelilninary condition is not realised, all our 
efforts will remain barren and useless. A common endeavour for a general relaxation 
of tension appears to be the principal requirement at the present moment. 

Before concluding, I am anxious to emphasise the conciliatory character of the speech 
delivered by the representative of the Soviet Union. It is well known that the reappearance 
of the Soviet Republic in the markets of the world has led to difficulties in the world's 
t~ade and liv':lY anxiety in consequence in busin~ss circles, which in its turn has given 
me to a certam alarm on the part of the Sov1et Press. Under these circumstances 
l\1. Litvinoff's statement is well calculated to remove a number of misunderstandings 
as to the part which the Soviet Union is at present playing and proposes to play in the 
future in th~ worl_d's trade. While reserving, on behalf of my Government, the right to 
state our att1tude m due course as to the draft protocol sublnitted by the Soviet delegation 
(Annex 7), I am anxious to state that the principles enunciated in M. Litvinoff's speech 
ap~ear to afford a possible basis of concerted econolnic co-operation between the Soviet 
Uruon and _the other E~opean countries. The attitude of the Soviet delegation at the 
C?nference m London will, I hope, be such as to facilitate the conclusion of an agreement 
With regard to the trade in cereals. 

After ~- Henders~n's statement, which I for my part desire to reiterate with the 
utmost po~s1ble empha818, I am sure 1\I. Litvinoff will return to his country convinced 
that there 18 nowhere any plan for coalition against the Soviet Union and that all rumours 
to that effect are ridiculous and unfounded. No European Government I am sure thinks 
~~ co~s.tructing coalitions against the Union. If M. Litvinoff returns with that con'viction 

b
18t vuut tho Gen~va. will be of great value for the development of peaceful co-operatio~ 
e ween t e natiOns. 

M. BENE§ (C~echosl~vakia) [Translation].- The long discussion in this Commission 
and the_n:umerous mterestmg speeches, full of ideas and of facts, to which we have listened 
aCrzeecllhuoffi

1
CJenkt rGeason for m~ not wearying you further with any lengthy explanation of the 

· a ova overnment s attitude. 
ques~io~~v: ht~d occa~on fto speak a~ l~ngth in the Czechoslovak Parliament on all the 
with those ~f e agen a o our Commission. I am happy to find that my ideas are at one 

many of my colleagues. I am glad, because I see in this a proof that, beyond 



-41-

frontier barriers and despite the special interests of particular States, we are being compelled 
as a whole by current conditions in Europe to think along the same lines and in many 
cases to seek the same solutions. I go so far as to say that we are in process of discoverina 
that the econo~c crisis is so profound and so general that we should be on the road to what 
may p~ove a -~saster fo~ all our _peoples, if we had not the courage to make a common 
effort,_l!l a spmt of genume and smcere co-operation, to take immediate steps first to limit 
!he crlSlS and then to find a solution for it - which object we may attain step by step 
if we ar~ prepared_ for unceasing, practical and effective work, but work which must 
necessarily be contmued over a long period. · 

It would ta~e us too long t? ex~mine the causes of the present crisis in their entirety. 
There a~e two kmds of econom1c cr1ses. Some are external and temporary in character, 
~nd therr usu~l symptoms are well known : these are cyclieal crises. Others are organio 
!n character li~e the _present cri~i~, which is due to the profound and fundamental changes 
m the econom1c, soCial and polit10al system of the present post-war period and the social 
structure of the present ~ay as a whole. It is wrong to shut our eyes to the necessity on 
the years to come ?f gomg to the root of the evil and seeking the meanR of putting an 
end to thes_e orgamc causes of the world's economic crises. They show us clearly that 
we are passmg through a great period of transition in the whole economic life of Europe. 

The very fact of the meeting of this Commission, a body for which there is no precedent, 
is a proof that this is so. Much attention is now being given to the question of what are 
tht' ma_in causes of the crisis, in particular, the structural and organic causes. The League 
of ~at10ns has ~et u~ a Special Committee of Experts with a Swedish chairman, M. Olin, 
at 1ts head, wh1eh w11l undoubtedly throw light on these problems. The Director of the 
International Labour Office has also prepared for our use a study of the subject whil•h 
is of the utmost value. 

One reason for the world crisis, it is generally admitted, is the over-production in 
certain regions and in certain branches, particularly in the case of agriculture. Another 
is the rationalisation of production, the effects of which may be compared with the famous 
industrial revolution due to the introduction of machinery in the last century. The increase 
of industrial production as a result of rationalisation and technical progress is more rapid 
than the consuming capacity of mankind. The consequence is over-production leading 
to crisis, unemployment, bitter competition and the struggle for markets, exaggerated 
protectionism, and in a word the appalling state of economic war in which we are struggling 
to-day. 

The policy of high protection and the closing of great world markets like Russia, India 
and China have still further increased the disproportion between production and 
consumption. The settlement of war debts and the relations between America ancl 
Europe are another factor in the crisis. Lastly, one of the chief factors of the economic 
crisis or of its continuance is the political anxiety which prevails and the great conflicts 
which it occasions. 

These political conflicts principally affect Central and Eastern Europe, and that in 
two ways. In the first place it is this part of Europe which has been the scene of the 
principal political changes resulting from the war. Some ten new States have arisen on 
the ruins of three great monarchies with all the economic difficulties characteristic of 
young and new countries, with the inexperience of new nations in certain cases and in other 
cases with feelings of discontent or craving for expansion and a sense of youthful ardour. 
All this has made havoc of the economic system and of the economic, commercial and 
financial relations of Europe. 

It is the consequences of these developments which we have to-day to face ; and it 
is to these consequences that we give the general name of European and world economic 
crisis. 

It follows that the principal factors of the crisis- I have not mentioned them all
are general in character, worldwide and organic. It is for this reason that the crisis is so 
universal and so deep-rooted. It is this also which makes it so difficult to struggle against 
it. The struggle has also to be general, internat.ional, and _indeed worldwide; it has to be, 
if I may use the expression structural- that 1s to say, 1t has to go to the root of the 
trouble - and the means of so doing is to be found in international co-operation or at 
any rate pan-European co-operation. That. is why it appears on the agend_a of this 
European Commission. It goes without saymg that the process must necessarily be of 
relatively long duration. 

1 do not wish to dilate on t'fl.ese theoretical and general comiderations. I come at once 
to the practical proposals before th~ _Commission. . 

Remedies for the economic criSIS have been proposed to us, whiCh I may group 
together for convenience under three headings: (a) System of Customs unions; (b) System 
of agricultural preferenc~ and indust:ial understandings coupled with a. Customs truce; 
(c) System of special bilateral treat1es. 

I do not wish to say overmuch with regard to the system of Customs unions. 
Dr. Curtius himself yesterday told the Council that ~ustoms ~nions are not. a panacea 
for every ill. 1 go very much farth~r. than Dr. Curt! us. I ~hmk all gene_ralisatw~s are 
inaccurate and dangerous in any poli~1cal. or econonuc questwn, and particularly m the 
case of Customs unions. Each case 1s different from the others and each should be 
considered separately. . . . . . . . 

I find also that the question of Customs nmons 18 pn!llarily a political q~estwn, whether 
it is intended as such or not; and the consequences of thl8 should be recogmsed. Secondly, 
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if an economic union once concluded may benefit some, it may ruin others. Thir~ly, 
t.he result of such a union in the present state of Europe can only be to provo~e the formatwn 
of a second rival group, the result of which must be conflict between the rival groups and 
economic war. · 1 1 · 1 1 t" 
· The evident conclusion of all this is that we must come to the sm~ e ogw~ so .u. 10!1• 

which is the foundation of our Commission's programme and was, m~eed, ImpliCit. m 
M. Briand's memorandum of May 15th, 1930. But preparatory work IS necessary first 
and this needs time. .Any hasty experiment, any attempt to force the hands of others, 
would inevitably endanger the entire programme. I proclaim in all frankness my 
conviction that Europe must develop along these lines, and that relatively soon, and that 
the policy which, while remaining as liberal as possible, nevertheless ~ffords the 
agricultural countries the possibility of reaching a higher level of econonuc. an~ even 
industrial culture, which for their own national ends is indispensable, must meVI_ta~ly 
take the place of the exaggerated protectionism which at present prevails in th~ IJ!'aJonty 
of European States. Stabilisation of tariffs should be the first st~p, because _It IS m?re 
important, especially at the outset, even than the reductwn of tariffs which 
1\lr. Henderson has so warmly recommended. Reduction will come later. . 

It is only by directing our efforts along the lines of progressive economic equalisation 
as between the European countries that we shall make possible the real preparation for a 
genuine European Customs union and, after it, the actual transition to such a union. 
To endeavour to induce such action immediately by means of a union accessible to everyone 
appears to me simply impossible for the reason that, under present economic conditions, 
and in the romplete absence of all the preparation which is required for such an undertaking, 
it would mean in the case of certain States heading direct for disaster. 

This is my attitude in considering the French Government's plan and the Italian 
proposals, and I am convinced that it is the right road under present circumstances. 
There is no general formula which will lead us out of the crisis. There is no magic· ring 
by means of which we can cure Europe .. We require continuous and progressive effort 
in the shape of practical measures of a general character but grouped in successive 
categories, as the French plan proposes : and these should be supplemented as occasion 
requires by other measures which experience will undoubtedly force us to adopt at future 
meetings. 

We shall undoubtedly be compelled at subsequent meetings of our Commission to 
consider, side by side with the question of industrial undertakings, the problem of 
unemployment in the light of such international considerations- for they have already 
ceased to be purely national - as the reduction of the hours of labour and the rigorous 
application of international conventions on the subject. I do not wish to increase our 
work at this session, and I do not raise the problem at the moment ; but it will arise of 
itself in due course. 

Returning to the plan of the French Government as submitted by M. Fr-an~ois-Poncet 
for a solution of the agricultural crisis by means of preferences, I wish to state that the 
Czechoslovak Government is glad to accept the principle on which the plan is based. The 
essence of the plan is a system of Customs preferences for cereals and cereal products. 
The first essential is that it should be applied in a practical, prompt and effective form. 

The best means to this end, I believe, will be found in the form of bilateral treaties 
l~a~ilg the most-favoured-nation clause intact and restricting the preferent-ial system 
r1gtdly to the _agricultural products in question. I am anxious to emphasise my view 
that no except1ons should be allowed to the most-favoured-nation clause in the industrial 
sph~re in the sense of excluding ~uch other States as enjoy the benefits of most-favoured
natiOn treatment from any speCial advantages of whatever kind. Each State should be 
fre~ to choose itself, in the light of its own internal requirements the best form of applying 
agrwultural preferences to its territory, ' 
. States coming under the system of agricultural preference should be compelled to 
mform the Committee, for which provision is made in the French Government's plan 
of all the _preferential. benefits granted, even if granted as a result of bilateral treaties: 
~I. J?'an~Ols~Poncet la1d stress on the desirability of making provision for such changes 
m h1s practwa.l proposals - particularly as regards techni~al details - as may be found 
necess~ry ; I therefore suggest this general arrangement as being highly elastic and calculated 
to satisfy everyone . 

.As regards the best means of mitigating the crisis in so fa.r as it concerns industry 
11?c Government is prepared to consider any proposals for the reduction or stabilisatio~ 
? ustoms d!les and to co-operate in any action taken to that end. Further, it believes, 
m co~mon wtth the ~ench and Italian Governments, that multilateral action with a view 
to a. _ustoms truce Is the natural and effective complement of bilateral action. I am 
~uth~nsed by my Government to inform the Commission that the Commercial Convention 
or t ~ Customs truce has already passed the Committees of the Czechoslovak Chamber 

and wlll now proceed ~n the nor~al parliamentary course and will shortly be ratified. 
in t~Iy G~;ern~en~ th~nks, _for th1s reason, that it would be desirable to take fresh steps 
certai 8 ~a er, . eanng m mmd such circu~stances as may render necessary or desirable 
f n changes m the form of the CommerCial Convention of March 24th 1930 It rna b: :~::p~e, be ~~~ess~ry t~ adapt the Convention to such measures as rday subsequentfy 
continued :~t_pu mg mto. ~rce the system of preferences: but this need not prevent 
of such ratJi~:~ along thhe lines already follow~d with a view to acceler!loting the deposit 

10ns a.11 ave not yet been received. 
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M;r Government agrees with the French Government's view that it would be wrong· 
to attr~b~te the ~use of the present crisis solely to the increase of Customs duties, and 
that thiS mcrease IS rather au effect than a cause of the crisis as recent events have shown. 
My Government accordingly considers it necessary to readjust the machinery of production 
and distribution. 

The. French Gove~nment regards industrial understandings as a very important means 
of effectmg such readJustme~t.. The _Czechoslovak Government is prep1ued carefully to 
study_ these proble~s .: b~t It Is a~XIous to draw attention to the complexity of these 
questions .a~d ~he difficultie~ ~o w~ICh they give rise, some of which were pointed out by 
~· Grandi m hts speech. Difftcult.Ies would arise, for example, if industrial understandings 
m. the form of carte!s were combmed with regulations concerning Customs duties, since 
thts wou!d mean thetr transfer t? the sphere of commercial policy. But these are details. 
We are m general agreement Wlth 1\1. Franc;ois-Poncet. 

. The. Czechosl~va~ Government welcomes undertakings which by developing the 
mternat10nal orgarusat10n of credit are calculated to assist in improvina economic conditions 
particularly in the _agricultural countries of Central and Eastern Europe. The plans of 
th~ French a:nd lt~an Governments cont!lin a series of valuable suggestions which deserve 
ser10~s conSideratiOn. ~Y Go~ernm~nt ts prepared carefully to consider these problems 

-and 18 prepared to vote rmmediately m favour of the agricultural credit proposals. 

The Czechoslovak Government proposes to take an active part in the establishment 
of the International Agricultural Mortgage Credit Company, since it considers that the 
work of this Company will constitute a valuable means of giving prompt and effective 
assistance to agricultural production, particularly in States which suffer from a shortage 
of capital. 

On the whole it considers - in common with eininent international specialists in 
financial questions·- that the scheme of international credits is much more important 
than is generally believed. 

The questions arising in connection with the special assistance to be given to Austria, 
to which M. Frangois-Poncet referred, are no doubt highly complicated both in form and 
in substance, .and for this reason require very special consideration. My Government 
is not therefore opposed to a special committee being appointed to deal with these matters 
in all their aspects, though at the same time we would emphasise the importance tp Austrian 
commercial relations with foreign countries of satisfactory bilateral treaties concluded 
on the basis of the most-favoured-nation clause so as to make it possible to take the special 
interests of Austria into account in connection with tariff questions. Treaties based on 
agricultural preference may here be of the utmost assistance. 

My Government is fully aware of the economic difficulties of Austria, though it does 
not for that reason share the view that their main or sole cause is to be found in the field 
of commercial policy. We all have difficulties, and they are due to a variety of causes. 
But even on this point we are in general agreement with the French Government's proposals. 

The present situation in Europe is economically bad. The coming months wit! not 
pass without over-clouding or without difficulties. Future years may be better : but I 
repeat, it must not be forgotten that European economy is passing through a difficult 
period of transition and that we shall have considerable obstacles to surmount. 

I think it is in any case essential that we should do at once what is absolutely necessary. 
It is indispensable to approve the principle of agricultural preference. The system of 
agricultural credit must be accepted. The work in regard to industrial understandings must 
be begun. The eommittee of experts which is to study the practical steps to be taken 
in connection with international industrial questions must be appointed. Above all, the 
resolution proposed by the Italian Government with regard to the Customs truce must be 
passed. That programme in itself comprises cons~dera~le achievem.en.ts which. s_hould 
not be under-estimated. I am well aware that scepttcs will not be sat1sf1ed : but 1t 1s our 
duty not to allow sceptics to hinder our progress. 

In order to enable our current programme to be realised step by step until it terminates 
in the grand stage of European union, and so puts an end to the period of economic 
transition in Europe, we require two things .. In ~he first place each o.n~ of _us, when he 
returns to his own country after seeing here Wtth his own eyes the real difficulties of Europe 
with which we are all confronted and afflicted, must work in his own country, and struggle 
if need be, for the ideas on which we generally ~nd it easy to reac~ agreeme~t at ~~nev!l', 
but which it is very difficult to p~t into practtc~ at _home. NatiOnal pu?lic opu~w;'llll 
all countries must realise the true mternatw;'lal Situat~on, and supp~rt. ~s t.n the. d¥ficult 
task of European economic co-operation, wtthout whtch European ctvtlisat10n willmdeed 
be in danger. . 

In the second place we who ar~ here, t~e majority of us in the capaci~y of ~oreign 
Ministers in our respective countrtes, ~eali~e ~etter than anyone how tmposstble of 
accomplishment this economic co-operatiOn 181• if we. ~o not. secure at th~. outset some 
sort of international political truce. We are m a VICIOus ctrcle. The cns1s makes t~e 
politicians nervous, and the bad poli~ical situation in its turn aggravates the econo~c 
crisis and prevents its solution. But, if ever there was a moment favourable to the feeling 
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of European co-operation and to work in that spirit, it is the ~resent moment. The 
Czechoslovak Government realises this and will do its duty accordingly. 

M. MICHALAKOPOULOS (Greece) [Translation]. - I sha~ not recall the causes of the 
uneasiness which at present prevails in the European economic syst~m. '!-'hese c.auses ~ave 
received attention at a number of conferences and international J?eet~n~s, m speCial reVIews, 
in the economic sections of the Press, in books and even at uruvers.Ities. . . . 

I must add that the peoples listen to what is said with a ~ertam feeling!>! scepticism. 
Some years ~o the economists were saying: "We are suffermg from a cns1s of .~nder
production. There is only one remedy. We must work. We. must .. produc~. '-';~e 
peoples worked. They produced. To-day the economists are saymg : There IS a cnsis 
of over-production ". · . 

It bas perhaps not bee!l realised t~at the ma!ady of .t~e war was too severe to !l'llow ohts 
consequences being cured m a short time and Without JOint .e~fort and C!>·Op~ratiOn.. If the 
competent authorities to whom the peoples look as physicians remam With their arms 
crossed, the malady may prove fatl!-1. That is whr 'Ye shoul~ ~o-operate and exchange ideas, 
if we do not wish to inspire confusion and despair m the spmt of the peoples. 

1 have listened with the keenest interest to all that has been said. I admit that all the 
proposals which have _been put forward contain very importa!lt elements which, ~f made 
to harmonise, may pomt the way to results much more practiCal than those obtamed up 
to the present. . . 

I think I may say that all the discussions taking place at our meetings for some time 
past have pointed towards a new system consisting in the establishment of certain Customs 
preferences between the peoples of Europe. No one fails to recognise the advantages of the 
most-favoured-nation clause : no one denies the services it has rendered up to the present. 
But the circumstances of the present time are exceptional, and exceptional circumstances 
call for exceptional remedies. 

No one, of course, is blind to the difficulties to be overcome, the suspicions to be 
dispelled, the apprehensions to be allayed. The overseas peoples are afraid - the signs 
of this are already apparent -that a kind of " Little Entente " is about to be established in 
Europe, a sort of economic Monroe Doctrine. They are afraid that the European peoples, 
without going so far as actual exclusion, or contending that the European economic systems 
should be exclusively European, may set up a certain preference for European economic 
products. This idea gives rise to anxiety in the countries ovserseas. Is it altogether 
impossible. to dispel this anxiety and to overcome these difficulties ! My country does not 
believe so, partly because it is persuaded that in the end the overseas countries will realise 
that understanding between the European countries, by enriching each particular country, 
will end by profiting the agriculture and the industry of overseas countries, and partly 
because, if Europe is economically organised, it is easier to arrive at agreement, since it is 
easier to co-operate with a compact organisation than with separate units, some of which 
are strong and some weak. 

I do not, therefore, think there is any ground for apprehension if a preferential system 
is established. All the proposals before us imply something of the kind or, at any rate, 
regard such a system as a necessity. My country is prepared to take part in discussions 
on ~h88~ ~ne_s. It ~s prepared to adop~ solutions capable of improving the present position 
which, It Is 1mposs1ble to deny, contams germs of social dangers. 

I ·Want to ask the Commission to give favourable consideration to a point which will 
form the subject of a proposal I shall have the honour to make. There bas been talk of a 
c~rtain harmonisatio~ of the interest~ of ii?-dustrial countries exporting industrial products 
w1th those of the agricultural countnes With wheat surpluses. I think the term " wheat " 
shou~d be _taken in the wid~st sense as including all cereals. I should like to ask for equal 
cons1derat10n for other agricultural products. There are countries which have no wheat 
surplus, but ha._ve surpluses of. other_ agricultu~al_products .. It is consequently natural and 
reasonab~e t? giVe equal cons1~erat10n to their mterests, JUSt as is done in the case of 
commerCial mterests between mdustrial countries. 

The proposal I put before you is as follows : 

"That the interests of agr~cultural .count_ries. with surpluses of products other· 
than cereals s~o~ld also be taken mto consideratiOn m studying the proposals submitted 
to the CommlBsiOn. " · 

d I \~J~ this p~oposal is in accordance with the highest conceptions of justice, equality 
an 80 I a.nty wh10h have always been the hall-mark of meetings at Geneva. 

D J\1. _MARINKOVITCH (Yugoslavia) [Translation]. - In his admirable s eech 
f~· ~~tm8 ~ave as a reason for " construction from below " the fact that hitherfo all 

~aif:d 8 ~I a~;aen~\ a \le~e~~l :olutiohn and establish a general economic programme have 
the p~eseu"t instanceeil.eBria!d :eris hotuldA~o:h be so qu~cklJ: d~scoru:aged. I think that in 
frequent appeals to the courage ol th. t• e same time It IS de~Ir'!'ble to a!oid unduly 
establish a g~neral programme and to ea~fv~o~~ ~~ teloples. ltlt IS mdeed high time to 

In my v1ew wb· h 1 d . gi e resu s. 
poAAible up to the ~~sentex£r~se m ~anuary last, the real reason why it has not been 
colll!tru~ting from below ' owh? :n~-thmg to enable us to make a rational beginning by 
from above and below we shall di~ n;:hi~se~~ia\-- since, ~ntil we build simultaneously 

• g e ec Ive or practical- the real reason, I repeat, 
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why it has prove~ impossible to establish a general programme is the obstinacy which 
has too long prevailed and the persistent attachment of the industrial countries to a solution 
which they thought right and wanted to have adopted at whatever cost without being 
prepared to try any other. 

Customs barriers have been treated as if they were the sole evil and we have been 
told that the real ref!ledy of the crisis was to be sought in the reducti~n of these barriet·s. 
We, the representatives of the exporting agricultural countries, know that this is not 
the case. W_e have. learned ~om practical experience that this is not so. It is not the 
Cu~toms barriers w_hich s~and m the way of agriculture. Even if certain European countries 
which protect theu agnculture were to lower their tariffs or abolish them altoaether 
the only positive result would be the ruin of the aoriculturists. It is clear therefo;e that 
for us the practical solution proposed is of no value" whatever. So lona as no other solution 
is put forward and there is no disposition to look for any other solution, there can be no 
result. We shall have courage, as ?tl. Briand urges us to do. We shall continue to wait 
~nd look for a more tangible solution offering a prospect of results. But the solution which 
Is propo~ed to us offers us no grounds for hope : and it is certain that, if the Commission 
?f E_nqnirJ: for European. Union once again fails to accomplish anything, we shall drift 
meVItably mto the formatiOn of those groups which we have every reason to fear. 

Construction from below may prove satisfactory, as Dr. Curtius thinks: but it may 
also pro_ve _uns~tisfact~ry. If it leads to the format~on of highly powerful eco1_1omio groups, 
these will meVItably find themselves confronted with one another, and confhct will result. 
It is possible that these groups may come to see that agreement is better than conflict and 
that unity will come out of them, as Dr. Curti us suggested. It is possible, I say: but I think 
it would be wise not to count too much on human wisdom. The other possible result
that is to say, conflict and perhaps catastrophe- is unfortunately much more probable. 

The reduction of Customs tariffs which is urged upon us not only does not constitute 
any remedy for us but would tend to stabilise the present position, which we do not want, 
since it is based neither on goodwill nor on a conciliatory attitude . 

.Agricultural labour is at present paid four or five times less in our countries than 
industrial labour, and this is a situation which cannot be tolerated. It is obvious that 
the beati possidentes are always conservatives. .A Geneva paper this morning quoted a 
Norwegian proverb - I do not know if there really is such a proverb I - to the effect that 
a mouse sitting on a piece of bacon thinks all's well with the world. But we who are not 
sitting on the piece of bacon do not find all's well with the world, as we are told it is. 

It is certain that a solution must be found which makes provision for a genuine organisation, 
and I welcome the French Government's offer to submit to us a general programme. I do 
not approve of all the details of the programme : but it represents an effort to find a general 
solution. If we make a beginning, we can presumably adapt the programme to requirements. 
We shall not at the outset achieve perfection: but we shall obtain such a result as will 
enable us to wait and not lose confidence in the work of the Commission for European 
Union. If we do not succeed, if we continue always to say the same things, then, in spite 

~ of the goodwill which we all always display in regard to international solidarity, the patent 
fact that such solidarity does not exist will force each of us to pursue_ his own policy. So 
far as the agricultural countries are concerned, that policy is clear. It will consist in 
increasing the Customs tariffs and in creating markets behind them which we shall be 
compelled to protect, since we cannot find markets elsewhere. 

· M. TITULESCO (Roumania) -[Translation]. - I have sufficient experience of these 
meetings not to make a long speech at this hour. 

In the Comlnission of Enquiry the Roumanian Government will explain its attitude 
in detail in regard to preferential tariffs and the assistance to be given to .Austria. I wish, 
however, to state at the outset that my Government is in clear and emphatic agreement 
with the French plan. 

The CHAIRMAN [Translation]. - B_efore declaring th~ general disc~ssion closed I 
want to draw attention to the fact that It has been very Wide, very admuable and very 
complete and will be a very valuable basis for our future studies. The characteristic feature 
of all .the' speeches has been the. reco~nitio~ of. the !mperative need for a spirit of _Enro:pean 
co-operation, if we are to face a situatiOn whteh IS patnful for all of us. _Fr_on;t ?tl. 1\:lann~ov~tch, 
who made some reservations (being a man of prudence though optimistic), toM. L1tvmoff 
all speakers have shown the same anxiety to solve the difficult problems with which we 
are confronted. 

If there is one sentiment which has dominated the whole of our discussions, it is the 
feeling that, whatever the econolnic resolutions we m~y a~o~t, our decision s_hould be such 
as to constitute in this sphere a pact of non-aggressiOn similar to those whic_h have been 
concluded in the political sphere. Let us devote our efforts to the preservatwn of peace. 
If we can preserve peace, we shall have rendered a signal service both to mankind and to 
Europe. 



-52-

AppointmPnt of a Sub-Committee to suggest the Procedure to be. adopted lor the 26
• l'rPparation of Definite Practical Proposals. 

Tht! Commission of Enquiry adopted the resolution proposed by the British delegation 
in thtJ followitl g terms : 

" The Commission of Enquiry decides to establish a sub-committee to reco~mend 
the procedure to be adopted for the preparation of _definite ;practical proposals 1ll the 
light of the various schemes which have been submitted to It. 

" This sub-committee should meet forthwith and present its report to the 
Commission of Enquiry to-morrow or at least on the following day. " 

It was decided that the Sub-Committee should be composed of representatives o_f t~e following 
countries : Austria, Belgium, Czechoslovakia, France, Germany, Great Bntam, ~reece, 
Hungary, Italy, Poland, Roumania, Spain, Sweden, Switzerland, Turkey, the Umon of 
Soviet Socialist Republics and Yugoslavia. 

The proposals submitted by the German (Annexes 2 and 8), Belgian (Annex 9), Swedi.sh 
(Annex 10), French (.Annexes 5 and 11), Italian (Annex 3), Greek (see page 50), and SoVIet 
(Annex 7) delegations with regard to the world economic crisis, as well as all pro:posals 
submitted to it before or during the present session, were referred to the Sub-Comnnttee : 
such reference to include questions relating to the disposal of stocks of cereals (Annexes 12 
and 13), and the application of the Commercial Convention of 1930. 

The Sub-Committee was further requested to study the proposals contained in the 
memorandum from the International Labour Office (Annex 14) and that from the Secretary
General of the League relating to the economic depression (.Annex 15), as well as the report 
by M. Colijn, President of the Second International Confere:Q.ce with a View to Concerted 
Economic Action (.Annex 16). 

The following questions were also referred to the Sub-Committee : the treatment of 
foreigners ; transport and transit of electrical energy ; Customs treatment for fuel for motor 
vehicles passing frontiers by land, sea, river or air. 

The Sub-Committee would consider any other suggestions submitted to it, with the 
exception of the question of agricultural credit, which would be the subject of a discussion 
by the Commission of Enquiry at its next plenary meeting. 

On the proposal of the CHAmMAN1 M. MOTTA was appointed Chairman of the Sub
Committee. 

SIXTH MEETING (PUBLIC). 

Held on Wednesday, May 20th, 1931, at 3.30 p.m. 

Chairman : M . .Aristide BRIAND (France). 

27. Agricultural Credit : Estalilishment of an International Agricultural 1\lortgage Credit 
Company. 

T~e CHAmMAN [ Tramdation].- Tl1e question of agricultural credit is on to-day's agenda.. 
You will remember that you asked a Sub-Committee of eleven members to deal with this 
matter. That Sub-Committee followed up the work of the Financial Committee (Annex 17), 
an~ th~n held a sessi?n to discuss the report (Annex 17 a) to be submitted to this Commission, 
whiCh It has asked Its Chairman, l\1. Franc;ois-Poncet, to present to you. 

~1. FRA_N~OI'!-PONCET (France) [TI"an•lafion]. - The Sub-Committee on .Agricultural 
Cre~It appomted by the Commission of Enquiry for European Union held two sessions : 
April 20th to 24th and May 13th and 14th. It had before it at its first session the provisional 
te_xts drawn up b_y the delegation of the Financial Committee, which had been entrusted 
With _the preparatiOn of a scheme for the creation of an International Agricultural Mortgage 
Credit Company, and at its second session the Financial Committee's report and revised 
~e~ts~ which it examined thoroughly. Subject to certain points of detail mentioned by 
It m 1ts report of May 14th, the Sub-Committee was unanimously of opinion that the texts 
";ere "'!e~-designed t~ achieve the primary objects which the League of Nations and the 
Comnul!sion. of Enqmry for European Union have in view. It has no hesitation in 
recommendmg the plan as a whole for definite and immediate approval. 
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Th~ pri~ary obje~t of this pla.n is to alleviate ihe burdens which weigh on agricultural 
prod.uctwn .m the va;nous CO_!lntr~es. Its. realisation is therefore of eqmll importance to 
the. mdustnal cou~tnes, for It .will co_ntr1bute towards raising the standard of life in the 
agricultural countnes, thereby mcreasmg their demand for industrial products. 
. The ~u.b:Committee says in its _report that the new Company should avoid exposing 
Itself to .cntimsm on the ground that It has encouraged an injudicious increase of n""ricultural 
pr?ductwn. It ~sks that the B.oar~ o~ Directors shall give adequate informati~n on this 
pomt, .so far as It can be supplied m 1ts annual report, which will be transmitted to the 
Council of the League of Nations. 

~he Financial Committ~e drew up three texts (.Annex 17b): (1) .A draft Convention 
for sign~ture by _the accedmg Governments ; (2) .A draft Constituent Charter for the 
InternatiOnal .Agncultural Mortgage Credit Company · (3) Draft Statutes for the new 
Company. ' 

The draft Convention and Charter determine the obli,.ations both of the Governments 
in g~neral and. of th.e Go!erm_nent iJ_I whose territory the"' seat of the future Company will 
be fued .. T~e~ ~am obJect Is. to give the Company the international character which is 
so .essential if It Is to work satisfactorily. They relate in particular to the two followinrr 
pomts: "' 

.A. From its !ncorporation the Company must have available by means of advances 
from the contractmg Governments, repayable out of the profits, a special fund of five 
million dollars. That will be a supplementary guarantee to the holders of the bonds whose 
product will be used for granting loans. The constitution of this special fund is the esHential 
feature.o~ the plan. Experience sho~s that the first years of a mo1·tgage company are the 
most difficult. Then, too, the feeling of fellowship, the desire of the Governments to 
co-operate, of which the constitution of such special funds is a proof, will have the greatest 
influence on financial circles. 

B. The International Company should- be granted fiscal exemptions based on the 
four following principles : (1) The country in which the Company has its seat should 
not derive any fiscal benefit from the fact that it bas been chosen as the seat ; (2) Double 
taxation should be avoided in all countries in which the Company conducts its business ; 
(3) The countries in which the loans are effected should impose no fiscal charges, either 
on the loans granted or on the service of those loans, the object being to reduce, as far 
as possible, the rate of interest; (4) The Government may levy on the shareholders and 
bondholders any taxes which are .provided for by their internal legislation, subject to the 
reservation that this does not impose any obligation on the Company. 

The Constituent Charter granted by the Government of the country in which the 
Company has its seat contains the first of these principles. The other principles, subject 
to certain reservations, are optional, either in whole or in part, for the contracting 
Governments. 

The new Company will take the form of an ordinary limited liability company. It 
will issue bonds up to ten times the amount of the paid-up capital plus the amount of the 
special reserve constituted at the outset, as we have seen, with advances accorded by 
the Governments. The special reserve will be reconstitued subsequently out of the profits, 
on parallel lines with repayments to the Governments concerned. That is to say, from 
the outset the Company will have power to call in up to one hundred million dollars. The 
product of the issue of bonds and of a limited portion of the capital will be used for grant
ing loans to national companies - mortgage or agricultural credit institutions -
which, either directly or indirectly, make loans on first mortgages on immovable property 
which is the subject of agricultural cultivation, or is used for the purposes of such 
cultivation. · 

It will be seen that the main object of the plan is to help agriculturists. The guarantee 
that it will work well is to be found in the mortgage guarantees by which its loans will 
be· secured and if the need arises - this should be made clear - in the special guarantee 
which will be ~equired of the borrowing Governments. l!nder .Article 10 of th~ dr.aft 
Convention the new institution may refuse loans to countnes whose mortgage legislatiOn 
is considered unsatisfactory. .A list of the main provisi?ns 'Yhich sound mortg~ge legis.lation 
should contain is attached to the plan. If the legislatiOn of a country IS considered 
inadequate, or for any other reason, the Company may req~re the Governmt;n~ of t~e 
borrowing country to furnish guarantees. The Sub-Comrmttee, after examimng this 
provision thoroughly came to the conclusion that it was an indispensable part of the plan. 

Subject to the;e reservations - which are necessary in order to safeguard the 
bondholders- the main object of the Company will be to lower the rate of interest, as far 
as possible, on loans to agiiculturists. The Fina_ncial Committee itself st~ted this fact in 
its report to the Council on May 11th. In these circumstances, the rate of mterest on loans 
will vary from country to country, and I!' well-devised system of reserves will enable the 
Company to cover itself so far as that Is necessary. 

The Sub-Committee entirely approved the provisions for this purpose. 
Special consideration was given to the composition of the B~ard <?f Directors. . It 

was regarded as essential that the Board should be composed of fin~nc1ers rep!~entmg 
both the general interests which m.ust be safegua.rd~d, the countl"!es s~bscr1bmg. the 
share-capital, and the markets on which the bonds are Issued. The Financial Comrmttee 
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therefore decided on the following formula, which was unanimously accepted by the 
Sub-Committee: 

(1) The President and Vice-President shall be appointed by the Council of the 
League of N ati~Iis ; 

(2) Two directors shall be appointed, one by the Permanent Committee of t~e 
International Institute of Agriculture, and the other, wh~ shall be selected for his 
special competence in finan?e, by the Ba~k for InternatiOnal Settlements. If thes~ 
institutions renounce their nght, the appomtments shall be made by the Council 
of the League of Nations ; 

(3) Nine directors shall normally be appointed by the general meeting. The 
first appointment shall be made by the Organisation. Committee o~ the. new Company. 
The Sub-Committee expressed the hope that the choiCe of these rune directors should, 
as far as possible, reflect the probable distribution of capital ; 

(4) Not more than five directors shall be appoi!lted by the directors referred 
to above with the object of promoting the general mterests of the Company and, 
in partic~Iar, encouraging the participation of the chief financial markets in the 
placing of bonds. 

Furt.her, the Sub-Committee agreed with the Financial Committee that as far as 
possible the Board of Directors should be composed of persons having intimate knowledge 
of finance and of mortgage credit business. It is therefore stipulated that the directors 
appointed by the shareholders shall be representatives of mortgage or agricultural credit 
institutions, or experts in banking and credit business. At the same time, it was thought 
desirable that those countries parties to the Convention which have no national 
representative on the Board should be given the right to delegate an assessor in an 
advisory capacity. 

The Board thus constituted will itself appoint an executive committee of five or seven 
of its members to assist the President in the management of the Company's business. 

There is one important question on which the Financial Committee and the 
Sub-Committee thought· it advisable not to put forward any specific recommendation, 
but to leave it to the Governments to decide. I refer to the question of the seat of the 
Company. The Financial Committee reached the conclusion that either Paris or Geneva 
should be chosen, as contact with the great financial markets and the countries that may 
wish to benefit from the loans granted by the Company would be fully assured by the choice 
of either of these two towns. 

I have already stated that the Sub-Committee made certain additional observations 
with regard to the Financial Committee's drafts. These observations appear in the 
appendix to its report of May 14th, with all the necessary explanations (Annex 17a). 
They were approved by M. ter Meulen, Chairman of the Delegation of the Financial 
Committee, who stated that in his opinion, if it had been possible for him to consult the 
Financial Committee, the latter would have had no objection to the proposed changes. 
The Sub-Committee thought it desirable, in these circumstances, to recommend the 
Commission of Enquiry to adopt them at the moment when it took.a decision regarding 
the seat of the Company. It also recommended the adoption of a resolution, the text 
of which is attached to its report, to the effect that the Governments which propose to 
reform their mortgage legislation should pay special attention to the principles set forth 
in the appendix to which I have already referred. 

When the Commission of Enquiry has taken a decision on these various points, the 
Council of the League of Nations will, during the present session, be called upon to say 
whether it approves the plan as a whole and to declare the Convention open to signature 
~Y _European States Members of the League of Nations up to August 15th, 1931, unless 
It Is thought desirable to adopt a later date. It will also appoint the Organisation 
Committee, which will take the necessary preliminary steps for setting the Company to 
work and will appoint the members of the first Board of Directors. 

The Convention will come into force as soon as the amount of the contribution to the 
special reserve due from the Governments which have ratified the Convention attains the 
sum of five million dollars. If this condition is not fulfilled before December 31st, 1931, 
a Conference of the Governments which have ratified the Convention will have to be called. 

The capi!al of the Company may be offered for subscription in proportion to the 
amount contnbuted to the special reserve, as soon as the Convention has come into force 
and the charter b~en conceded. The Company may, moreover, start business as soon 
as the Board of Direc_tors ha~ reco~d~d that the ten thousand shares having one vote per 
share and correspondmg to five miihon dollars have been subscribed. 

S~c~ are the co~ditions i_n which the Sub-Committee unanimously decided to ask the 
~ommJssion of En9urry to brmg ~o the notice of the Council of the League of Nations the 
~p_ortance of puttmg the scheme mto force as a measure for alleviating the present economic 
CriJ!JS. It also expre~sed the h?pe that the Council would take all the necessary steps to 
enable the Orgams_atiO~ c.omm1t~ee to set to work as soon as possible, if possible before 
~!Igust 15_th, the time-~mit for Signature of the Convention. The Commission of Enquiry 
11 ill certamly agree w1th the Sub-Committee's recommendations on these two points. 
If all the Governments represented here have not yet been able to make known whether 
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they propose to accede to the Convention, I would remind them in conclusion that they 
have all recognised the great importance of this plan. ' ' 

TEVFIK RoucHDY Bey (Turkey) [Translatio11]. - The Turkish dell'gation bas studied 
v~ry car~fully tlle ~raft Statutes and Convention prepared by the Financial Committee 
~th a View to settmg u:p an Int_ernational .Agricultural Mortgage Credit Company, and 
Wishes to put the followmg considerations before the Commission. 
. .Article 14 of the draft Convention stipulates that tllis Convention shall be open to 

Signature by the Gover~ment of any European Member of the League of Nations until 
.August ~5th, 1931. .Article 4 states that the loans provided for by the Statutes of the 
In~ern!l'tio~al Company 11?-ay o~y be accorded to mortgage or agricultural credit companies 
or mstltutiOns havmg their reg1stered offices in the territory of tho contracting Governments. 

These provisions are confirmed by .Article 4 of the draft Statutes. .Although the 
Govern~ent. of a~y European Member of the League of Nations which has not signed the 
Convent~on IS e~t1tled, under the terms of .Article 15( a), to ac<'ede to it after the expiration 
of a penod of f1ve years as from .August 15th, 1931 1 and the same right is conferred, in 
Article 15(b} on the Governments of non-European Ml>mbers of the League of Nations 
we find no provision which would enable States not members of the League of Nations 
to participate in the organisation of agricultural mortgage <'red it. \\ e wonder how far 
this can be reconciled with the object which the Commission ha~ in view. It meana that 
a country like Turkey, which is eminently agricultural but is not a member of the League 
of Nations, will be excluded, and this, moreover, at the moment when we are endeavouring 
to remedy, on an international scale, the difficulties caused by a shortage of agricultural 
credit, which is closely connected 11;th the existing economic ('.risis. Owing to the present 
situation, the result of successive wars, Turkish cultivators are in need of long-term, medium-

. term and short-term credit. The gravity of the situation is increasing, owing to the continual 
fall in prices which puts Turkish agriculture in an extremely difficult position. 

The financial resources of the .Agricultural Bank, which is the central agricultural 
credit institution, and of the agricultural credit co-operative societies, which are controlled 
by the Bank, are far from 'sufficient to meet the needs of agriculturists. This state of 
affairs forces the Turkish agriculturist to have recourse to other institutions or to private 
persons, who grant him loans at rates and on conditions which are usurious. The burdens 
which the crop has to bear are so heavy in Turkey that sometimes the selling-price does 
not cover the cost of production. 

The Turkish delegation is glad to note that the Commission of Enquiry for European 
Union attaches great importance to the part played by agricultural credit in the crisis 
through which all countries are now passing. It hopes that the Commission will consider 
the advisability and even the necessity of allowing Turkey to participate on the same 
footing as the other agricultural countries of Central and Eastern Europe in the creation 
of the International Mortgage Credit Company. This hope is all the more justified, since 
the guarantees rightly requir~d by the Internati!'nal ~redi~ Company for the loans to ~e 
granted by it are already proVIded for under Turkish legislatiOn, as well as under the orgamc 
law of the Turkish .Agricultural Bank. The Turkish Government !s glad to ~ave a ne~ 
opportunity of co-operating in the work of European reconstruction and umon, and IS 
fully convinced that the Commission, a~imated by similar fe~lings .of international 
friendship, will recognise that its request ~s well. fo~nded, and w1ll decide to make the 
.necessary modifications in the draft ConventiOn wh1ch 1s now before us. 

I therefore beg to propose the following draft resolution : 

" In view of the considerations put forward by the Turkish delegatio'?-, t~e 
Commission decides to make the two amendments suggested. by that delegation m 
the Statutes of the International .Agricultural Mortgage Credit Company." 

M. LITVINOFF (Union of Soviet Socialist Repu~lics). - ~ regret _that I feel bound to 
say that the proposal for the organisation of intern~t10nal cr.edit_s s?bm1t~ed for the app!oval 
of this Commission does not, in my opinion, promise to brmg m 1ts tra~n t~ose benef1ts. to 
agriculture which might have been expected from the !!roper orgamsat10n of agranan 
credit. Credit against mortgage would mean that o~Iy_ big landow~ers and more o~ less 
pros erous easants and farmers, owning valuable buildings as secu~ty, would benefit by 
theJ. The ~umerous petty peas~ntry a~d small fa~mers, not possessmg such property, or 
1 h · mortgaged it will rece1ve no cred1ts from the bank. 
ong tg:h aVIJ?-~g this. problem' we must in the first place ask ourselves what the connection 

is bet!ee!c:~!1world crisis (and especially the agrari~n cri~i~), which is the objecthof sthudy 
· · · · and a arian credits. The agranan cnsis, as many speakers ere ave 
:::Js ~~~~S:i~~gely brfught about by the sharp fa~ in the price~ of agri~ultural products. 
Th · r' u · · s is in its turn the consequence of the Simultaneous mundat10n of the market 

-:: a f: pnce s of agricultural products, irrespective of the existing demand and m~rket 
WI d-~~s ma;lat but the need for money and the impossibility of obtaining credit on 
con 1 10~s·1 t. . f m· g the agn"culturist to behave in so unpractical a mauner t Even non-usuna erm11 111 ore .. 
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after the organisation of an agrarian bank on the proposed lines, however, he ~1 be unable 
to get such credits, unless he has property that can be !Dortgaged and that IS. not already 
mortgaged. Finally, even if he manages to get a certam sum from the agranan ba~ on 
mortgage, he will be unable, should ~is need for money be the same, or even greater, m the 
following year to get any more credits. . . 

Evidently something different is required - namely, the grantmg of credits, .not on 
mortgage, but on the security of agricultural produce re~dy for export. Only If such 
credit can be organised will the agriculturist be able to keep his goods for the most favourable 
opportunity to refrain from immediately putting th:em on the market, and ~o spread 
them over the whole year, avoiding periods of depresswn .. Such a ~ystem of selli~g. wo"!lld 
undoubtedly be of the greatest importance for the reg?latwn of priC~s and the m~ti~ati?n 
of the agrarian crisis. This end will not be attained, if the Internatwnal Bank linnts Its 
operations to mortgage credits only. 

Further, by easing the situation of the pe_asant !!lasses. and aidi~g them t? obtain 
suitable prices for their products, we should be mcrea.smg their purchasmg power m regard 
to manufactured goods, thus exercising a ~tigating ~nfluence on the industrial crisis also. 
Such results cannot be expected if the bank Issues credit on mortgage only, and consequently 
to a mere handful of landowners and prosperous farmers. 

These are the considerations which lead me to believe that the organisation of an 
agrarian bank on the terms laid down in the draft do not meet the requirements arising 
out of the European crisis. 

I might raise objections to the organisation proposed for the bank, and support the 
remarks made by the Turkish representative, if I did not consider this unnecessary at the 
moment, while the substance of the bank's functions remain as laid down in the draft. No 
importance can be attached to the organisation of the bank as it stands in the present draft, 
so far as mitigating the present crisis is concerned, for the projected bank would not 
contribute to any appreciable improvement in the position of the broad masses of the 
peasantry, neither raising their purchasing power nor affording adequate stimulus to the 
absorption of stocks. 

I should like to add that the question of agrarian credits has a direct bearing upon the 
work of the Wheat Exporters' Conference now being held in .London. Indeed, I cannot see 
how that Conference is to yield fruitful results unless some machinery is created for the 
financing of wheat exports with a view to regulating the supply of the market and avoiding 
accumulations of wheat on the markets, with a resulting drop in prices. 

This financing can only be done in the way I have indicated. It would seem inexpedient 
for the London Conference to create a parallel agrarian credit institution, but it may be 
forced to do so should the Commission of Enquiry approve of the project under discussion, 
or its work will have been in vain. 

If my proposal for the alteration of credit operations is accepted, I will perlnit myself 
to return to questions of organisation. 

M. ZALESKI (Poland) [Translation]. - I desire to make the following declaration 
on behalf of my Government. Poland is prepared to sign the Convention for the 
establishment of an International Agricultural Mortgage Credit Company, and will subscribe 
to the special reserve the sum fixed as its quota.. 

I should also like to pay a tribute to the productive work done by the Financial 
Comlnittee and its special delegation, and also to the effective participation of the 
Sub-Comlnittee of our own Comlnission in the preparation of so vast a plan. 

li. ~~~l;JLESCO (Rou~a~a) [Tr~nslation). - As. it was I who asked in January that 
the _POssibility of establishmg an mternatwnal agricultural credit institute should be 
considered, I must congratulate the Sub-Comlnittee and the technical organisations of the 
League of Nations on the rapidity with which they have placed before us such important 
concrete results. Roumania is prepared to sign the Convention at once. It is understood 
that the Convention will be subject to ratification in the ordinary way under constitutional 
law. 

M. DE MrcREus (Italy) [Translation]. - The Turkish representative has made a 
request which I desire to support on behalf of my Government. The reasons he has given 
l~a~e n<? doub_t a~ to ~he advisability of examining his request. I am fully aware of the 
difficulties whiCh It raiSes at ~he moment, seeing that the draft Convention, a Constituent 
Charter .and th_e Statu~es which have already been drawn up make it impoRsible for us to 
comply Immediately With the request, unless we amend the articles concerned Although 
we are unable, however, for constitutional reasons to grant the request at o~ce we can 
~t least hope t~at in the ~ear !uture, with the development of the banking orga'nisation, 
It may be pos~Ibl? to. consider It. In any case, we can say that it is based on substantial 
ground_s to which JustiCe sho~Il~ be done. The request is addressed not so much to the League 
of Nations as to the Com~swn. of En9~iry for European Union, since this Commission 
has adopted as th~ basi~. o~ Its acti~·Ity the re-establishment, as far as possible, 
of European econoffilc equilibnum. This expression covers economic unity, which may 
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also i~cl~de States not. strictly European. I therefore consider that the Turkit~h 
delegatiOn s draft resolutiOn might be adopted, at least in principle. 

The fact ~hat _the credit organisation is to be established under the auspices of the 
League of Natxons IS _not a decisive argument for refusin..~t the request: the brther we t1·y 
to extend the ~oral mfluence of the League of Nations, the more our work will develop. 

The Turkish Government has appealed to our feelin.,. of fellowship. I think our 
resp~nse should be favour~ble. It is _mainly a matter of finding methods sufficiently 
elastxc to enable. us to adnn~ States which are not members of the Le;\gue of Nations but 
nevertheless desxre to benefit from the credit organisation we are about to establish. 

M. CHOUMEN~o.vrrcH (Yug?slavia) [Tranalation]. - The Yugoslav Government 
thanks the Comnnss10n of Enqmry for European Union and the League of Nations for 
the. work they _h_ave alread:y: done, which represents part of the endeavour to remedy the 
agncultural cnsis from whxch the European countries are suffering . 

. The Yugoslav Governm~nt supports the draft Convention establishing the International 
Agncultural Mortgage Credit Company, and declares that it is prepared to sign it. 

~· :MICHALAKOPOULOS (Greece) [Translation]. - I declare on behalf of my Government 
that xt accepts the draft Convention unreservedly. It is prepared to contribute to the speeial 
reserve for which the provisions of this Convention provide. 

We are also grateful to the organisations of the J .. eague of Nations, and particularly 
to the Financial Committee and its special delegation for the proposals they have submitt,ed 
to the Commission which in my opinion mark the beginning of a new era in the history 
of world economy. 

I also venture to support the Turkish proposal, with which the Italian delegation 
has associated itself, with regard to Turkey's participation in this economic inKtitution. 
Since we have decided to invite States which are not members of the League of Nations 
to co-operate in re-establishing equilibrium in Europe, I consider it would be unfair to 
exclude such of them as wish to participate in this new institution. 

With regard to M. Litvinoff's remarks, may I reply in a few words suggeMted by one 
who started his career by working in the interests of a national economic system and 
agricultural credits. M. Litvinoff expressed some doubt as to the effectiveness of the 
institution we are about to create. He stated that it would not grant loans to small 
landowners: I think, on the contrary, that it is precisely they who will benefit from the 
organisation, for everyone knows that usurers do not make loans to small owners ; they 
have nothing to gain from these small properties. It is no use putting them up for auction ; 
on the other hand, what would be the use of keeping them! Usurers are not agricultnriHtR, 
but profiteers. 

Consequently, it is precisely the small owners who will benefit from the institution; 
if they are in debt:our institution will be able to take the place of their creditors and grant 
loans on much more favourable conditions. 

I hope we shall sign the Convention and that the Company will be able to begin its 
work without delay. I am sure it will be of special benefit to the weak. · 

M. MoRFOFF (Bulgaria) [Translation].- I also have full power to sign the Convention 
as soon as it is open to signature. 

On behalf of the Bulgarian Government, I t~ank all who have taken pa~t i~ preparing 
the plan before us. I also wish to state that like Greece we have no obJection to the 
Turkish proposal. 

M. BENE§ (Czechoslovakia) [Translatio-n]. - I had the honour yesterday to declare 
that the Czechoslovak Government had decided to participate in any action, such as the 
establishment of the International Agricultural Mortgage Credit Company, which would 
contribute to the improvement of economic conditions, p~rticularly in the agricul~ural 
countries of Central and Eastern Europe. 1-Iy Government mtends to co-operate actively 
in the establishment of this Company, whi?h, it feels, will_be helpful iJ?- bringing pro~pt 
and effective aid to agriculture, particularly m the States whxch are suUermg from a scarcity 
of capital. 

I am prepared' to sign the Convention. 

M DE ·NICKL (Hungary) [Translation]. - The Hungarian Government is prepared 
to sig~ the Convention for the establishment of an International Agricultural 1\Iortga.ge 
Credit Company. 

· At the same time on behalf of my Government, I recommend the Turkish proposal 
to your kind attentiod, and support the observations of the Italian delegate. 
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1\I. ScHMIDT (Estonia) [Translation]. - 1!-Iy Government is in principle prepare«! to 
sign the Convention. 

I would add that the Estonian ~overnment. believ~s t~at ~he new insti.tution ~ be 
useful if, in fixing the rate of in~erest, It s~tcceeds Ifi: bearmg m mmd ~he speCial conditions 
connected with the profit-earmng capacity of agricultural undertakmgs. 

I should also like to congratulate the Financial Committee and its delegation on their 
remarkable work. 

The CHAIRMAN [Translation]. - .As French delegate, I declare that my Government 
accepts the Convention, which it is prepared to sign. 

The Sub-Committee suggested that two towns should be considered as the possible 
seat of the new Company : Paris and Geneva. My Government abandons in favour of 
Geneva the suggestion that it should be at Paris. Naturally, the Federal Government 
will have to be consulted as to the necessary fiscal arrangements. In order to facilitate 
negotiations and to expedite matters, perhaps two delegates of this Commission might 
be aHked to get into touch immediately with the representatives of the Federal Government, . 
in order that the negotiations may be.brought rapidly to a. satisfactory conclusion. 

Like previous speakers, I am not indifferent to the hopes expresse~ by the ':!-'urkish 
representative. I am sure that, when the members of the Sub-Committee studied the 
plan which is before us, they anticipated Turkey's desire. Our Turkish .colleague will, 
however, realise . that there are· constitut-ional difficulties. .Are those difficulties 
insurmountable! I think not, and I hope it will be possible to overcome them. In any case, 
we take note of our colleague's recommendation, and I am sure that steps will immediately 
be taken to see what can be done to give satisfaction to Turkey. We should be delighted 
if Turkish agriculturists could benefit, with all other European agriculturists, from the 
new Company, and I am convinced that a way will be found. I know of .one way out of the 
difficulty for Turkey - I am sure it is in the minds and is the desire of all the Members 
of the League of Nations. If I could make a recommendation, in the hope that our 
Turkish ·colleague would receive it favourably, I would do so, but w~th his usual perspicacity 
he will realise what I have in mind. 

I should like to say a. few words in reply to M. Litvinoff. He said that the system 
by means of which we are proposing to hel11 the agriculturists will not be as effective as 
he hoped, that it provides for mortgage loans to property owners and that consequently its 
value will be limited. I would call attention to the circumstances in which these questions 
have been discussed by this Commission, and it is only fair to say, in the first place, that 
these problems have been before the Commission for barely three months. 

The first problem was urgent, owing to the suffering which it was causing. We were 
told that in certain countries the agriculturists have in their granaries crops of which 
they are unable to dispose. .At the same time, they must eat, they must work and they 
must find money. They are compelled to look everywhere for funds. They do not always 

·meet with a generous response, but find everywhere persons who are ready to speculate 
~m their misery. They are compelled to obtain loans at 15, 20, 25 and even 30 per cent 
I!lterest. We were urged to come to their aid. What did we do! We decided upon three 
lines of action. We decided that the most pressing need was to clear out the granaries 
by absorbing the stocks: We started work immediately, and one important step has 
alre~dy been taken. Th1s was the first problem in connection with which we were able 
to give _help. The second consisted in finding the means for financing agriculture. I believe 
a plan Is at present under consideration. I am sure that some means of doing this will be 
found, and that all, whether owners or not will benefit. 

!inall_Y, there was ~he question of agricultural mortgage credit, which had bee"u under 
co~1S1derat10n for some time. We were asked to bring this work to a satisfactory conclusion. 
W1th t~e help of the League of Nations and its technical advisers we set to work. In a. very 
~hort tn1_1e, smce we have been dealing with this question for only two months we succeeded 
m d!awmg_ up the draft ~onvention which M. Franc;ois-Poncet has subU:itted to you. 
~bv10usly,_1t IS always possible to do better, but in international circles, as in human affairs, 
~e must fmd_, between the absolute desire and the posRibility of realising it the practical 
rbal_IS of achieveme!J-t. .Above all we must avoid pessimism in the face of such problems. 
h elieve our work will b~ of some use. When the Company we are so prudently establishing 

8 as beftn ~or.k, I ~~f9mte sure that it will not act like a usurer, but that, when agriculturists 
cE~~fti 0 1 ,fitlwl . ti.nd ah~eans, t~anks to a supply of capital obtained under the best 

ons, o a evia mg t eir suffermgs. . 

conv~ntherefore believe that. thro~gh o'!r Commission we shall make great progress. I am 
to "i nc~~ that you all ~onsider It advi~able to support the proposal, first to adopt, then 
COilil~ered d a~a~~~e~~;aJ~!e~he Convent10n. .As far as France is concerned, that may be 
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M. MoTTA (Switze~land) [Translation].- I am delighted with the action we are about 
to ta~e. If I am ~ot IW~taken~ the establishment of an International AgricuHure Mortgage 
Credit .c<?mpany ts the first child of the Commission of Enquiry for European Union. Our 
Com~ss10n has already undertaken other tasks which are in course of evolution. The 
e.stablishment of the Internatio~al Company has taken a more concrete, and I hope a more 
fmal, form than the other quest10ns. I think that if during the first months of our lifo we 
have been able to carry out even this work only ~·e can say modestly but truthfully that 
our existence is fully justified. ' 

My G<?vernme~t is not yet .able, for admini8trative reasons, to give me the necessary 
power to stgn t~e mstruments 1!1 question, but I shall expedite matt<>rs, and hope to be 
abl~, befo;e leavt~g Genev!', to s1gn them on b<>half of the Confederation. I am sure that in 
saymg this I .am mterpretmg co!Tcctly the view of the Swiss Federal Council. 

My .chief reason for speaking, however, is to perform a duty and to give certain 
explanatiOns. 

I want above all to thank the Chairman of the Commission who is not only our Chairman 
but the delegate of France, for his statement t.hat, two towns having been suggested as the 
seat of the new Company, France abandons its claim for Paris to be selc<'t.cd and BUJlports 
the choice of Geneva. 

The Federal Government gave its delegates the following inRt.ructions. Do not aNk that 
the seat shall be at Geneva. If, however, the competent authorities consider that it should 
be in Switzerland, accept the proposal with all the consequences involved. 

I therefore declare that the Confederation agrees that the seat of the new company 
shall be at Geneva. The Federal Government - and I am sure the Swiss peOJllo - Y<'l'Y 
much appreciate this new proof of confidence in Geneva, on the one hand, as the s<>at of the 
League of Nations, and in the Swiss Confederation, on the other. We are proud of it, and we 
hope that the new Company will be content with us, and will be able to achieve its aims. 

M. Briand was good enough to anticipate my desire, and I thank him for this a1•.t of 
friendship, which did not surprise me. He said that the Confederation would be called upon 
to confer a charter on the Company, and that, the question of the seat having only just bl'l>n 
settled and the Swiss Confederation having been unable, under these circumstanceH, to 
discuss thoroughly certain consequences involved, it is right and legitimate that a small 
committee of two, three or four at the most, should be asked to get into touch, on your 
behalf, with the Swiss delegation in order to a!Tange certain points of detail and to conKidcr 
the necessary technical adjustments between the charter and the Swiss legiKlation. 

I wish to remove all hesitation from your minds. In principle, the BwiHs Government 
accepts all the provisions of the charter. We shall simply have to adapt and adjUHt it on 
certain technical points. Your Sub-Committee will only have to come before us to report 
to us and to obtain our approval of its proposals. It should have full powers. For my part, 
I am authorised to confer on the Swiss delegates full powers to deal with this question of 
detail to the general satisfaction. 

I would add one word with regard to the suggestion of the Turkish rep1·esentative. 
He is well aware of the sympathy of my country for Turkey. I asKociatc myHclf with all that 
M. Bliand said, and particularly with that part of his thoughts of which the meaning is 
obvious, though he did not express it in words. 

Mr. HENDERSON (Great Britain). - As the representative of my Government I am 
pleased to note the successful and rapid conclusion of the eff<?rts made to draw up t~is 
scheme for an International Agricultural Mortgage Credtt Company. I heartily 
congratulate all those concerned, both the Financial Comlnittee a~d its delegation, fo~ the 
very sound technical framework. they h~ve cons~ruct~d, and the Agncultural Sub·Comm1ttee 
of this Commission for the gwdance It has gtven m the form of the scheme. 

I agree with M. Motta that this is an. example of successful co-oper~tion through the 
League and of the efficiency and speed wtth which the League can ~o 1ts work. . I look 
forward to the success of this scheme as part of the reconstructiOn work whtch the 
Commission of Enquiry for European Union is earnestly endeavouring to carry out. 

I must point out, however, that the schem~ gives rise to c~rtain particular difficul~ies 
from the British point of view. I need not desenbe them, but wtll confine myself to assurmg 
Commission that, on my return ~o London, I ~ la.y the whole matt~r before my 
Government with a view to eleanng up these difficulties as soon as poss1ble. 

M. FELDMANS (Latvia) [Tra·nslation]. - I am authorised to deelar~ that the Latv!an 
Government accepts the proposed pla.n.. Consequently I am prep.ared to sign the Conve~t10n 
during the present session, provided 1t 1s approved by the Counml of the League of Nat10ns. 

My Government is sure that the ~tern~tional Companr will do ev~rything in its power 
to place credit at the disposal o.f agn~ultunsts at rates of mterest whtch they can support 
without having to decrease thetr capttal. 
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1\J. HYMANS (Belgium) [Translation].- I am p~epared to sign the Conv~ntion, although 
Bel ium is not directly interested in the questi?n, m order to m~rk our desrre to co-ope~ate 
in ! piece of work which I sin?erely hop~ ~ll deve~op effectively.. I reserve J?lY right 
t refrain from depositing Belgmm's ratification until the ConventiOn has obtamed the 
g~neral support of the States whose. participation I consider neces~ary. . 

I would add one small observatiOn, or make one recommendation. .Accordmg to the 
Convention the latter will remain open to signature by the States until .August 15th, 1931. 
1\I. Fram;oi;-Poncet told us that this time-limit was not d_efinitely fixed_. T am inte;rreting 
the desi1e of several States in proposing that the ConventiOn shall remam open for Signature 
until September 30th. 

1\1. CURTIUS (Germany) [Translation]. - I am prepared in principle to sign the 
Convention in the hope that the proposed Credit Company may relieve the distress in 
European agriculture. I desire, however, to add that we are only prepared to participate 
on condition that the Pan-European character of the Company is apparent. I wish to 
say that the countries which are the great financial markets of Europe, or if not all at any 
rate the great majority, must also express their willingness to sign. 

We have just heard that the representative of the British Government is not yet in 
a position to declare that his Government will accede to the Convention. I do not desire 
formally to make Germany's signature subject to signature by the British Government. 
On the other hand, Germany's ratification will be subject not only to the signatures of 
France, Italy and Belgium, which we have been assured will be given, b)lt also to signature 
by the Netherlands, Sweden and Switzerland. 

· 1\I. DE 1\frcHELIS (Italy) [Translation].- Italy's co-operation in the work of constituting 
this International Company, as well as J.VI. Grandi's statements, will have left no doubt 
as to Italy's decision to sign this Convention. Italy would have even more reasons for 
signing if other Governments would act in the same way. 

1\f. BEELAERTS VAN BLDKLAND (Netherlands) [Translation]. - The Netherlands 
Government has certain reservations to make in respect of the plan before us, but hopes 
that, taken as a whole, the measures contemplated will enable us to achieve the aims which 
the Council and our Commission have in view. 

In these circumstances, and in a spirit of co-operation and fellowship Her 1\fajest.y's 
Government intends to sign the Convention on agricultural credit as soon as a more general 
measure of support by the European States is ensured. 

1\f. BECH (Luxemburg) [Translation]. - The Luxemburg .Government will sign the 
Convention. 

1\f. RAM~>:L (Sweden) [Translation]. - .Although the establishment of the International 
Agricultural Credit Company does not interest Sweden directly, my Govemment is prepared 
to examine the question of Sweden's approval of the Convention without delay, in a spirit 
of co-operation and conscious of its duties in the interests of European unity. 

Nevertheless, I desire to point out that Sweden's final approval cannot in any case 
be given before the beginning of next year, as Parliament, whose assent is necessary, will 
shortly adjourn and will not meet again until January 1932. . 

1\f. FRAN<;ors-PoNCET read the draft report to be transmitted to the Council of the 
League of Nations (.Annex 18). 

This draft was adopted on the understanding t11at the second section would read as 
follows: 

" The ~ommission discussed the question of the seat of the proposed Company. 
It has unammonsly come to the conclusion that the seat should be at Geneva. The 
representative of Switzerland has declared in the Commission that the Government 
of th~ Swiss Confeder~tion is in principle prepared to grant to the Company the 
const1tuent charter which forms an annex to the draft Convention. The Commission 
has taken note of this declaration." 

and that the second parctgrctph of Section 3 would be completed by the words : 

"The Convention should remain open for signature until September 30th, 1931." 

f The C_HAIR~AN [Translation]. - .At the beginning of the meeting I said that, in view 
0 th_e designation of Gene~a as the seat of the new Company, it would be necessary to 
8 PJ?Olllt. a small Sub-Commi~tee to make certain adjustments in the plan we have adopted. 
fhls chiefly relates to questiOns of procedure and fiscal questions. In these circumstancl.'s 

suggest that full powers sh_ould be conferred on the Sub-Committee and that it should 
g~ comp~se~ of represent~t1ves of the following countries : France, Switzerland and 
~t. Bnta.m. The Cha~rman of the Financial Committee might be invited to 

IJartlCipate m the Sub-Committee's discussions. 

This proposal was adopted. 
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SEVENTH MEETING (PUBLIC). 

Held on ThuTBday, May 21st, 1931
1 

at 4 p.m. 

Chairman : M. Aristide BRIANU (France). 

28. Signature. of the Convl'ntion instituting the Intl'rnational Agricultural :\lortgage 
Credat Company • 

. The CHAIRMAN [Trans~alion]. - The Convention instituting the International 
.Agncultura~ ~o~tgage _C~edit <!ompany is ?tOW open for signature by any members who 
may have Signified theu illtentwn of a.dhermg to it on behalf of their countries. 

29. Examinati?n of the Report of thl' Sub-Committl'e appointetl to make Definite 
Pract~eal Proposals for the Future Work of the Commission on Economic 

· Qursttons (Annex 19 ). 

The CHAIR~AN [Translation]. :-- . The ~ub-Committee under the Chairmanship of 
M. Motta, t? which we referred various questiOns on our aaenda. has I think finished Its 
work. "' • • 

M. MOTTA (S~tzerla!ld) [~ranslation]. - I should like to add to my report that the 
Go!ernmen~s ment~oned ill Pomt 10 are to be invited to take part in the study of the 
regime of illtern!l'tio_nal exchanges ?f electri~ power because they are not rl'presented 

· on the Commurucat10ns and Transit Orgamsation. . . 
You will, I am sure, have noticed heading No. 1, which I consider fundamental and 

which deals with the Economic Co-ordination Sub-Committee. This is a specially important 
new body, whi?h _is quite indispensable .. You will have observe(\ that we propose that the 
plenary Comnu~s10n should set up comnuttees to study various questions. The importance . 
of these committees will vary according to the subjects they have to consider and the 
inter~sts involved. Speaking generally, the members will be highly qualified experts 
appoillted by the Governments and working in conjunction with the League's advisory 
technical organisations. It must be plain to all that OIIr Commission of Enquiry for 
EIIropean Union would be inconceivable without the League of Nations and the technical 
organisations which it has succeeded in setting up in the short period since its found1ttion. 

There is yet another reason which proves the fundamental relation existing between the 
League and the Commission of Enquiry for European Union. If the reports of committees 
were submitted solely to our plenary Commission, the latter, under its present constitution, 
would have some difficulty in carrying out the practical work which alone makes positive 
and concrete results poRsible. We had therefore to consider setting up between the plenary 
Commission and the special committees an intermediate, co-ordinating body which would 
act, if I may say so, as a filter. 

All results reached by the committees will accordingly be referred to the Economic 
Co-ordination Sub-Committee, on which all countries, without exception, will be represented. 
We were anxious that every country which is a member of the Commission should have a 
direct opportunity of taking part in the work of the Co-ordination Bub-Committee. The 
Sub-Committee will resemble oiir Commission very closely, but will diller from it in that 
the Government representatives will be mainly technical experts and possibly, if considered 
necessary, politicians or departmental chiefs- that is to say, men in touch with the 
national administrations. The new Sub-Committee's main task after it has co-ordinated 
and filtered the work of the committees, will be to present it to the plenary Commission 
consisting, in the case of most States, as you are aware, of the head11 of the Ministries or 
Departments for Foreign .Affairs. In oiir Commission the political a~per.t seems to be 
predominant, while in the Co-ordination Bub-Committee the members will represent 
political and economic circles; hence it may be that the economic aspect will be preponderant 
in the Co-ordination Sub-Committee, while the political aspect will play a more important 
part in the plenary Commission. 

That I think is one of the fundamental passages in the resolution before you. We 
discussed' this qu~stion at some length and c~me to an agreem~~t after three ~eetings 
lasting about nine hoiirs in ~ll. Every de!egatwn ~as shown a spu:t of '!lnderstandillg and 
co-operation. I do not claim that there IS anythmg very harmomoua ill the style of the 
report submitted to you. It looks more like a rough outline, in which the various pn:rts 
are not all in proportion. I am sure, however, that oiir proposals rep~esent ~o!l?e~hmg 
that merits your attention. We must be modest. We must not expect rmpossibilitJes of 
any human institution but the document I have read does give expression to a great effort 
made by all parties to ~how goodwill, and that, I think, is the best guarantee for the success 
of our futiire work. 

The CHAIRMAN [Translation]. ---:- I am sure you will all wish me to t~ank the mem~ers 
of the Sub-Committee and their Chall'IIlan for the work they have done Ill so short a t1me. 
The task we imposed upon them may with truth be described as extremely heavy. When 
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hat ou ho ed they would submit, at to-day's ~~eting, a report on all the 
I to.ld them he afenda I~elt I will not conceal it, some sceptiCism as t_o t~e outcome of my 
subJects o; !we it to our sdb-Committee to say that its zeal and assidUitY. ~ave proved 
request. .11-I Motta's words have enabled you to see that there w!l's a sufficient measure 
mfe wrdon~;j1 t ~ake it possible for the Sub-Committee to complete Its very arduous work. 
o goo WI 0 

· h' h h b t t m by B fore opening the discussion, may I make a suggestion w 1c !1'9 een pu o e 
severa! of my colleagues with the o~ject of amplifying somewhat the first part of the report 
- what I may call the introductiOn or preface. 

The report says : " The Commission of Enquiry for European Union decides to 
appoint, etc." This would read : 

" The Commission of Enquiry for European Union, 
" Being desirous of studying all methods likely to remedy the crisis which is no 

weighing upon European countries and of which the prolongation would cause an 
evergrowing distress and misery ; 

"Being convinced that the solution of this problem must be sought in ever 
more intimate economic cooperation between the States of Europe and the wholde 
world. · 

"Decides to set up, etc. . 
, 

11'1. MOTTA (Switzerland) [Translation]. I accept this suggestion. 

The proposal B1tbmitted by the Chairman was adopted. 

Mr. HENDERSON (Great Britain). -Although I have not the final E~glish text befo~e 
me I have examined the text on which the members of the Sub-Comrmttee worked this 
mo~ning, and though the various resolutions are not in the same order of numbering as 
in the final draft, I have seen sufficient to enable me to say what I have to say to allow 
the work to proceed without further delay. 

When I moved my resolution yesterday, I was chiefly concerned - as I said in my 
remarks - with what this Commission was going to do with the thirteen different proposals 
that had been submitted, and in my resolution it was very clearly indicated that what we 
wanted wa8 some method of procedure that would work expeditiously and, I hoped, effectively 
and that before very long we should have some recommendations brought before us. 
I had more especially in mind the very important scheme submitted by the French 
representative, and my own idea was that all these proposals would be classified, and 
that a report would be submitted to us stating briefly to what form of sub-committee 
these proposals, after classification, would be sent. 

I have hurriedly looked through the draft upon which the Sub-Committee bas been 
working, and I cannot trace the French representative's scheme in the form in which he 
submitted it. I see one of his proposals here and another there, but if his was a co-ordinated 
scheme, it ought, in my judgment, to have been sent to a sub-committee both of politicians 
and experts for the closest examination. Whilst we do not encourage delay, there is just 
a danger at a certain point of working too speedily, and I think this is one of those cases. 
As the Chairman has said, the Sub-Committee over which M. Motta has so ably presided 
has not suffered from unemployment, but I am not sure whether, by its method of treatment, 
it has not given itself a little more work than 1-asthemoveroft)leresolution-intended 
that it should have in the few hours between the time the resolution was adopted and the 
moment when it should present its report. . 

The Chairman has asked if anyone desired to speak on the report. If the report has 
bee,n .Presented as a whole, I take very strong exception to it. In the report there is a very 
defm1te reference to a principle which the British representatives have opposed in the 
pas.t and co1_1tinue to oppose at this meeting. We have here the question of preference, 
which was diSCW!sed by one of the Committees of the last Assembly. The representatives 
not only of Great Britain, but, I think of nearly the whole of the Dominions and India' 
to?k pa~t in .the debate and st~ted their opposition. Now we find that within a few hours: 
th1~ subJect Is presented to ~s m a very long report. I do not know how many resolutions 
-If they are .called resolut~o~s --: or separate chapters there are in this comprehensive 
report. Th~t 1s one of my dlffwult1es, and so I believe that the particular chaptl'r to which 
I am referrmg was formerly number two, and I understand it has now become number 
Keven. Well, whate:ve~ its nu!Db~r is! I do not care very much, but I do care about its 
contents, and the prn~c1ple which IS la1d down. It is made unmistakably plain that we are 
asked to-d~y to.co.mmit ourselves ~o preference. I must put in, on behalf of my Government, 
a reservatwn smular to that Which was made by the representatives of my Government 
last Septf'mber. 

I am, I think, in general agreement with the rest of the report- of which I have not 
teen a co~pleted draft.- except for the criHcism that some of the subjects seem to have 
Feen l~st ~nstead of bemg under their proper heading. I should have preferred to see the 

renct sc erne referred to a sub-committee and a fully considered report presented to 
us a a later stage. 
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M. TITULEsco (~oumania~ [Translation].- May I make a very simple proposal with 
reg~rd to the wordmg of Pomt 7, paragraph 2f Point 7 deals with the principle of 
agncultural preference and says that the Wheat Committee which met in Paris from 
Febr~ary 2~th to 28th, should deal with this mattt>r. The te'xt reads : " The Committee 
mentiOned ,!~ paragraph., 2 above • . • . may, if necessary, be entrusted • • • " 
!he wor~s If necessary s~ould, I thmk, be deleted, otherwise it might be thought that 
10 certa10 cases the Committee would not have to concern itself with the que~tion of 
pref~rence: In that case, y;e should have a committee whose duties did not include the 
c~nsideratiOn of th~ question of preference and we should have agricultural preference 
Without any committee. The text will be olear~r if these words are struck out. 

M. MOTTA (~witzerland) [Translation]. - I have listened very carefully to what 
1\Ir. Henderso~ said. I am extremely sorry that the English text could not be distributed 
~t the same time. as the French. Owing to the conditions in which we htwe had to work 
10 order to submit the draft resolutions to the plenary Commission thiA aft.ernoon, I mny 
say that !10 one can be bl~med !o~ this om1ssill!l. On the contrnry, I tnke the opportunity 
of thanking the Secretariat offiCials for their efforts to expedite so far as was humanly 
possible, the work we were asked to do. ' 

I fe~l, however, quite sure that, if the representative of Great Britain had 
the Eng?sh text. of the report. ~efore him, he would be entirely reassured. Every 
ob~ervat10n submitted by the British delegate on the Sub-Committee was most carefully 
weighed, and we have always wished to give full consideration and justice to any su<>gestions 
he might make. .. 

I h.ad hope~ that yesterday an agreement had been reached on the agricultural problem, 
but this morrung we found that there was a divergence of opinion between Great 
Britain and the other delegations. We suspended the sitting and requested the delegates 
of France, Italy and Great Britain to try to come to an agreement, and it was in 
consequence of an agreement which I thought had been reached that we drew up the final 
report. We refer in Point 2 to agricultural problems, but we have discarded any allusion 
to agricultural preference. We have simply recorded the material fact that there e:i:ists 
a Wheat Committee which is working and which should continue its work and be enlarged. 
We propose that this Committee be convened for the beginning of June at Geneva. · 

The delegate of Great Britain forcibly affirmed - and I fully appreciate his 
view, because I incline somewhat towards his ideas- his country's opposition, as a matter 
of doctrine, to the idea of preferential treatment in any sphere whatever. In order to prevent 
the Committee in question taking up in any way a position in favour of preference, we 
make no mention of that subject in Point 2. We were anxious, however, to take into 
account certain ideas that bad been advanced in the Commission concerning preference, 
and we have drafted a special chapter which you have before you in Point 7. We have 
therefore separated this question so as to enable the British delegation and the other 
delegations which might be in the same position to make a reservation regarding it. 
That is what Mr. Henderson has just done. We all understand his action perfectly, 
and, if other delegations wish to associate themselves with his reservation, they are 
entitled to do so. Those delegations, however, which, from the standpoint of doctrine, 
incline towards the ideas voiced by Mr. Henderson, have been reassured by the fact that 
the idea of preference is surrounded in the report by all the necessary restrictions and 
safeguards. We say expressly that preference is contemplated as an exceptional and 
temporary measure and ~thout affecting the rights of thir~ parties. in a~y way .. We 
considered that in these Circumstances each country could, wh1le adhermg to Its own v1ews 
from the standpoint of doctrine, accept without risk the idea of preference. 

However that may be, the report before you represents an attempt at a compromise, 
imd I am most grateful to Mr. Henderson for saying that, generally speaking, he accepts 
its contents. 

Were I required to express on this occasion all my own personal ideas, I would confess 
that some of them would not be entirely in line with the contents of the report, but I consider 
that the Swiss delegation like all others should show a spirit of international unity. 

I should have no objection to M. Titulesco's proposal if I were entitled to settle the 
matter myself, but I fear, and wh~t Mr. Henderson b~s sai~ show~ I am right, that, if we 
delete the words "if necessary " m the passage dealing With agncultural preference, we 
shall only be bringing out more clearly the divergencies between us on the point of doctrine. 

The CHAIBMAN [Translation]. -:- May I .Point ont to M. 1\Iotta tb~t the words "if 
necessary " for the omission of wh1ch M. Titulesco has asked, appear 10 only one part 
of this chapter, whereas Mr. Henderson's reservations relate to the entire chapter. 

Whatever adjustments may be made in this chapter,. Mr. Henderson's reservation 
will still relate to the whole so that there can, I think, be no objection to omitting the words 
"if necessary", unless 1\I. 'Motta insists on retaining them. 

' . 
-M :nE MICHELIS (Italy) [Translation].- I regret that I cannot accept 1\1. Titulesco's 

propos~!. ·We must look at matters from the practical angle. What was the intention 
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of the Sub-Committee in saying that the Committee wh!ch ~s to meet on Ju~e lOth ~ay be 
t ted "th the " task of ensuring the regular applicatiOn of an exceptwnal regune of 

:~· rus t :!, and adding the words "if necessary "f Point 7 (Agricultural Preference) 
is ~e:; ~~sely connected with Point 2 (Agricult~al Proble.ms) and in Point 2 we say that 
th Committee which is to meet on June lOth IS to take mto account the results of the 
R:me and London Conferences. I stress the words " the results of the London Conference :·, 
because I hope, and I am sure M. Titulesco shares my hope, that that Conferen_ce wlll 
find it possible to say that preferential treatment wo~ld be useless: Those who, ~ke the 
representative of Great Britain and myself, do not view preferential t~eatment Wit_h _a_ny 
great favour would be prepared- I at least should be- to examme the posstbthty 
of applying 'such treatment subject to certain guarantees and in conformity with a 
certain procedure. . 

M. Grandi said, during the general discussion, that we adhered to the London 
Conference's resolution that preferential treatment should be contingent upon certa~n 
diplomatic negotiations between the country desiring it and the country asked to grant 1t. 
If we tie our hands now and say that the Committee in question must ensure the proper 
application of an exceptional regime, we may be detracting from the efficacy of the 
principle laid down at the Rome Conference to which we still adhere. It is possible, let 
me say again, that the Committee in question may consider it useless to examine the 
possibilities of applying this exceptional regime in the event of the Eastern and Central 
European countries obtaining satisfaction in other ways which the London Conference 
is now examining. 

In conclusion, I will ask M. Titulesco to withdraw his proposal, so that we may accept 
the report before u~. 

M. MUNCH (Denmark) [Translatiou]. - I have to thank the Sub-Committee for its 
very complete and valuable work. I am forced, however, to join in the reservations made 
by the representative of Great Britain concerning the part of the report relative to 
preferential treatment. I will merely remind you of the reasons I gave here on this subject 
two days ago. 

TEWFIK RoucHDY Bey (Turkey) [Translation]. - The Turkish delegation enters a 
reservation regarding the contents of Point 5 (Credit). 

M. BENEii (Czechoslovakia) [Translation]. :-- During the debates in the Commission 
of Enquiry for European Union, a number of speakers discussed the economic difficulties 
existing throughout the world and many suggestions were made to cope with them. I am 
glad to note that these suggestions have resulted in concrete solutions and practical 
proposals, and I wish to join in the thanks tendered to all those who deserve the credit for 
the positive results thus obtained. 

I consider, in particular, that the need for ensuring better prices for grain from the 
Central and Eastern European countries has received all due emphasis and that the solution 
of the problem has thus made remarkable headway. This success affords a glimpse of the 
possibility of freer action in the commercial policies of the countries concerned. It will 
sti~ulate and even render possible, I feel certain, the conclusion of the bilateral agreements 
w_hich those who frame the draft resolution have had in view. Again, the efforts made 
httherto have led to one other positive result ; we have agreed, and we reaffirm our conviction 
that the most-favoured-nation clause, regarded as the fundamental principle of commercial 
policy, must be maintained intact, so that the system of agricultural preference, if 
m_troduced, would represent an isolated exception justified by existing circumstances. It 
ynll, ther~fore, be the duty, in the future, of each country to consider, on the basis of its own 
mternal situati~n, the most appropriate form for the solution of this question. 

In so far as concerns my country, I sincerely hope that we shall soon be able to acquaint 
the W~ea:t Committ~e wi~h certain positive results due to our efforts to put into practice 
the. pnJ_Ictples ~ontamed m the draft resolution concerning the solution of the questions 
Which, m the field of commercial policy, are connected with agricultural products. 

The Czechoslovak delegation accepts unreservedly the other points in the report. 

l\1. ~AMEL (Swe~en) [T~anilafion]. -:- I _merely wish to say that Sweden, prompted 
by a feeling of rea~ mternat10nal fellowship, 18 prepared to co-operate in the solution of 
the problems ment10ned by the Sub-Committee. 

~ cann?t, however, accept the report without a reservation concerning preference for 
certau~ agricultural products. As many delegations consider that preference introduced 
e~c~ptw.nally and ~emporar~y and subject to the rights of third States might remedy the 
diffiCulties h_amper.mg the ~hspo~al of certain agricultural products, Sweden will not object 
to the ql!~stwn bemg studied With the object of enabling the countries concerned to come 
to a decision on the measures proposed. 

We could not, however, adopt a formula sanctioning the principle of preference in a 
general way. 
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. M: LITVINOFF (Union of Soviet Socialist Republics). - I gave notice in the Sub
Comn;uttee th~t I should make a reservation in regard to the question of preferential tariffs. 
The first verswn of the French proposals was discussed in the Sub-Committee · since then 
a new version has been issued, but it remains the same as regards preferential iariffs. 

In ~y dec~aration on Mon~ay I explained the reasons for which we are opposed to 
prefer~ntial tariffs ; w~ ~e afraid that the granting of certain privileges to one group of 
cc;m~~nes may have poht1cal un~erc~ren~s and may result, not in the unification but in the 
diviSIOn of Europe, more espeCially m VJew of the very vague definition of '' Central and 
Eastern Europ~an Grain ~xporters ". We know that geography has ceased to belong 
to the exact sc1ences, and m the case of a controversy I am not sure that we should find 
ourselves in agreement as to what was east and what west. 

In an~ c_ase, I am afraid that the granting of privileges to one group of countries would 
~~an depnvmg other groups of privileges and putting them into an inferior position, and 
1t 18 for ~hat r~ason that I must make a reservation regarding Point 7, which deals with 
preferential tariffs. I_ would add that any decision taken regarding preferential tariffs may 
have an unfavourable influence on the work of the London Conference which h1\S met, as far 
as I understand it, on the assumption that, if the grain exporters come to an agreement, no 

· preferential tariffs shall be granted to any country. 

I would further make a general reservation as regards the whole report. I am not 
opposed in substance to any particular paragraph of the report as it stands, but I might 
take exception to the wording of some of them, and as I do not wish to delay the Commission 'a 
work by proposing alterations and amendments, I prefer to make a geneml reservation. 

I accept the proposal as far as it does not contradict the general principles laid down 
in the declaration I made on Monday last with special reference to the position of my 
country as not belonging to the League of Nations. 

M. BRAADLAND (Norway) [Translation].- I support in principle the reservation made 
_ by other delegates concerning preference for certain agricultural products. 

M. VAN LANGENHOVE (Belgium) [Translation]. - Belgium accepts the report 
unreservedly. We consider that the plan that has been drawn up will soon conduce to 
practical results. 

With regard to agricultural preference we adhere to the conditions enunciated in the 
Stucki report aunexed to the Final Act of the Second International Oonlerence with a View 
to Concerted Economic Action. 

M. BEELAERT~ VAN BLOKLAND (Netherlands) [Translation]. - I have no special 
reservations to make at the present moment regarding the report. I will merely refer to the 
observations I submitted at our meeting on Monday last. 

M. MOTTA (S~tzerland) [Translatitm]. - !~e discussion,that has j_ust _taken place has 
convinced me that we must retain the words if necessary . I can JUStify the need for 
doing so in a few words and I trust that M. Titulesco will accept them. 

In Point 2 "Agricultural Problems", we say that the Commission notes the 
recommendation' passed by the" ~omiD:~ttee to Study the Problem of the Export of_Futu~e 
Harvests of Cereals " which met m Pans from February 26th to 28th last, and that 1t a~am 
convenes that Comnrlttee with a view to considering the proposals m~de by var1ous 
delegations. The first paragraph in Point 2 conclud~ with the words " w1th due reference 
"to the results of the Rome and London Conferences • 

If now, in Point 7, which deals with agricultu!al preferenc~, w~ omit ~he words "if 
necessary " · we shall be giving the Wheat Comnuttee categoncal mstruct10na to m'!'ke 
preference ~ffective. If we retain the words "if necessary ", we shal~ not be pr~ventmg 
it from doing so, supposing after consideration it comes to the conclusiOn that this would. 
be desirable 

That being so, everyone, I am sure, will be able to accept the present text. 

M. TITULE~co (Roumania) [Translation]. - I accept the very valuable assurances 
given by M. Motta. 

I should be lacking in frankness if I did not ~dd a second reason for my cha~ge of 
0 ini n I have just remembered a book I have wntten of about 400 pages on contmg.ent 
rip ht: ~nd I have come to the conclusion that conti~gen~y m~s~ be a state of reality, 

_g 'th · I hould not have wasted so much t1me m wntmg so bulky a volume. 
smce o erw1se s . inC h t · t d d b y 111 tta I will In view of this second argument, which re orces t a m ro uce y . o , 
accept the text as presented . . . 

I can, therefore, accept the report as a whole but wish to say that I entirely concur m 
M. Beneii' declaration 

· The CHAIRMAN [Tra1t8lation]. - The fate of the phrase "if necessary " has now been 
settled to the general satisfaction 
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1\f Albert THOMAS Director of the International Labour Office [Translation]. -
1\fy oniy object in speakmg is to. suggest the necessary arrangements to complete the 
organisation of our work on credits. . . . d h k 

1\fay 1 thank the Sub-Committee - I think I maY: per~aps an~ICipate a little an t an 
the whole Commission of Enquiry - fo_r the receptiOn It h_as ~ven to the very humble 
recommendations made by the InternatiOnal Labour Orgaru~at10n . . 

1 merely wish to ask that the following States be appomted by the Comrmss10n _of 
Enquiry as members of the Special Sub-Committ~e on. U:nemploym_ent : Aust~a, 
Czechoslovakia, Denmark, Great Britain, Union of SoVIet Somalis~ Republics, YugoslaVIa. 
we reserve our right, however, to ensure through our Goverrun~ BodY: th~ nec~ssa~y 
proportion between the countries of emigration and the countries of 1mrmgrat10n m 
the continent of Europe . . 

1 urge that the Committee should meet on July 1st, which, we thmk, would be the most 
suitable date 

M. MoTTA (Switzerland) [Translation]. - I accept M. Albert Thomas' proposal. 

M. LITVINOFF (Union of Soviet Socialist Republics). - I wish to thank 
M. Albert Thomas for kindly proposing to include a representative of my Government 
in the Commission dealing with unemployment. Since, as I stated the other day, we have 
no unemployment in our country, we could hardly find the necessary experts to deal with 
such questions. I would therefore propose that, instead of a representative of my country, 
one of a country more interested in this question should be included. 

The CHAIRMAN [Translation]. - May I answer immediately M. Litvinoff's remarks 
concerning the representation of his Government on the Unemployment Committee! 
He had just announced that his country had the good fortune to have no unemployed, 
and that he would be unable to find in Russia an expert on the subject to serve on the 
Unemployment Committee. I will accordingly ask you to leave it to your Chairman to 
substitute another country for Russia on the Unemployment Committee, after consulting 
the Secretary-General and the Director of the International Labour Office. 

The Chairman's proposal was adopted. 

The CHAIRMAN [Translation].- As regards the adoption of the report, the Commission 
might perhaps take a decision on each chapter, so that those members who desire it will 
have an opportunity of making reservations or indicating their objections. We may also 
take it that members have expressed their opinion very clearly during the debates and 
that the reservations made in regard to one chapter or another have been recorded in the 
Minutes and are consequently valid. That being so, the report Inight be adopted as a 
whole. 

Point 7 is, of course, the chapter to which the largest number of reservations, either 
explicit or qualified, have been made. What has been said in this connection will be borne 
in mind and the fact that the chapter is adopted will not, of course, be set up against those 
who have made reservations on certain points. Unless you dissent, I shall put the report 
as a whole to the vote, subject to the conditions I have outlined. 

The report of the Sub-Committee was adopted. 

30. Draft Protocol of a Pact of Economic Non-Aggression proposed bv the Government 
of the Union of Soviet Socialist Repuhlies. • 

. M. LITVINOFF (Uni01i of Soviet Socialist Republics). - It seems to me that the 
statement I made here on Monday last is sufficient explanation of the necessity for the 
Protocol before Y?U (Annex 7). You are not likely to ask that I should recapitulate that 
statement, or go mto further details. I do not think it would tend to create a suitable 
a~mosphere for the discussion of an instrument such as the proposed Protocol for me to 
CI~e. examp~es of the way in which various countries have so far acted contrary to the 
spmt of this Protocol 

.I propose in thi~ Proto.col the adoption of certain general principles which should 
donuna~e the econo!llic relatiOns between countries, principles which are essential for that 
econonuc collaborat10n of J!lur~pean countries which is the avowed aim of this Commission. 

. What woul~ be the obligat10ns undertaken by the Governments in signing this Protocol f 
Briefly su~mansed, they amount to the abstention from hostile measures in the economic 
sphere agamst any country or. group of countries from political or other motives - in 
other words, to declare e~o.nonuc war illegal. It is this that entitles me to compare this 
Protocol to pacts of political non-aggression 

T~ avoid misund~rstanding, I should lik~ to say at once the adoption of this Protocol 
would ~~ no way depnve any country of the right to conclude commercial treaties or other 
econonuc arrangements based on mutual concessions and privileges. Our object is the 
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prevention of ~scrimination .between co~ntries - that is to say, the singling out of one 
or more cou~tnes as the obJect of hostile legislative or administrative measures which 
are not applied to other countries. ' 

The Protocol has a specia~ bearing upon the relationship between the Soviet Union 
and the rest of European countries. It would be fresh confirmation of the principle adopted 
by the 1927. Conference, as .to. the. peac~ful. co-existence, at the given historical stage, of 
two econolillc sys~ems. This confirmatiOn 1s the more nect-ssary in that many countries 
have so far acte~ directly c.o!ltrary t~ this principle. Accusations of economic discrimination 
between countnes for polit1cal motives have been made a""ainst the Soviet Government 
and no clea~er re~utation of these accll8ations could be giv:n than the proposed Protocol: 
The ecl?nolillc policy of every country must, of course, be based upon mutuality, and t.his 
mutuality would be secured for all by the signing of the Protocol. 

Th~ Sub:Comn?ttee ~d not find ~t necessary to recomm(lnd any special procedure 
for dealing With this quest10n, and decided to leave it to the Commission of Enquiry to 
form its own judgment as to the substance of the Protocol. Some delegates have expressed 
doubts whether the members of the Commission of Enquiry will fetll authorised to sign 
the Protocol immediately. The argument was advanced that the Protocol came as a 
surprise, and was not known to the various Governments before the present session of 
this Commission. As to this, I would say that many other resolutions introduced at this 
session (including the proposals of the French delegation), had not been circulated or made 
public beforehand, while the principles involved in the Protocol are not nearly so 
controversial and complicated 

I would venture to say that spontaneity is most essential in all matters rl'garding 
non-aggression and general peace. If a man has to take his time before answering a qu11stion 
as to his peaceful or hostile intentions, that answer loses much of its Wl'ight, even if it 
affirms his goodwill. There are assembled here the Foreign Ministers of nearly all European 
countries, who know the policy of their Governments, who know whether or not the principles 
involved in the Protocol fit in with this policy, and there seems to me no adequate reaMon 
why the question should not be settled on the spot. Our Chairman said the other day that 
a great thing would be achieved by the signing of an economic pact of non-ag-grt•ssion. 
For my part, knowing as I do the peaceful policy of my Government, I am ready to sign 

·it immediately. Would it be too much to ask the representatives of other Governments 
to define their attitude' 

TEWFIK RouCHDYBey (Turkey).- [Translation]: We, as usual, welcome very warmly 
and sympathetically the idea of non-aggression in the economic as in the political field. 
On behalf of Turkey, my delegation accordingly accepts the Soviet proposal for a pact 
of economic non-aggression 

Mr. HENDERSON (Great Britain). - I shall not discuss the merits of the propoHed 
Protocol, but would merely say that I think we cannot leave the question where it is at 
the moment. 

In the resolution I proposed the day before yesterday, I suggested that tho 
Sub-Committee should recommend the procedure to be adopted for the preparation of 
definite practical proposals in the light of the various schemes submitted to it. O~e of 
those schemes was the proposal now being discussed and introduced by M. Litv~n?ff. 
I find that the Sub-Committee in its report (document C.~.U.E.42) expressed .t~e opm10n 
that it was not competent to discuss the important. quest10ns ~f subs~ance anHn~g out .of 

· the draft Protocol. Well, that is one part ?f this rel!ort With wh1ch I am. m ent1re 
agreement. The Sub-Committee was not ent~tled, and 1t ':'as not asked~ to d1scuss the 
substance of the Protocol. As I have shown m the re~olut10n proposed, 1t was asked. to 
give us some suggestions regarding the procedure tha~ m1ght. be ~dop~d for t~e prepa~at10n 
of definite proposals and therefore the Sub-Comlillttee d1d nght 111 refusmg to d1scuss 
the merits of the Pr~tocol. I cannot, however, say ~t did right when i~ left th~ ~atter 
where it did, because this was one of the questions 1t was llol!ked b:y- th1s. CommiSSIOn of 
En · to do It was asked to recommend some procedure by wh1ch th1s matter could 
be ~:~~dered ~nd dealt with, and ~ now propose that this question be referred to the 
Economic Co-ordination Sub-Comlillttee. 

Dr. CURTIUS (Germany) [Translation].-:- The German delegatio~ views with s~mpat.hy 
th t . 11 ~dde by the Soviet delegatwn for a pact of econolillc non-aggresswn With e sugges 10 ~ · · 'd b 'd "th 
th b · t f km· g it easier for te European countnes to exlllt s1 e y s1 e WI one 

e o Jec o rna . di . . t" . th . 1 t" "th one 
th ful terms and obviatmg any scnmma 1011 m elf re a 10ns WI 

ano er on peace • · d fi · 1 1 "th th 'd a f another. The idea on which this scheme 1s .bas~ ts. ~ so ~ o~e y WI . e 1 ~ o 
European co-operation that there can be no obJeCtiOn to 1t m prmc1ple. We accordingly 
welcome it very warmly. . . if d. 1 d will h 

We believe that the principles underly~g. thl8 ~otocol, eve ope , ave a .very 
desirable effect. We should have been glad if liDIDediate results could have ~e~n obt~me~, 
b t h t . d more than once that other members of the ComlillSBlon think 1t u we ave no 1ce "d h 1 f" t Thi 

f th Governments represented here to cons1 er t ese proposa s ITS • s necessary or e 
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· · n must not be construed as implying hostility to the draft. · The Gov~rn_men.ts 
hesi~~t:~Jed to require that they shall have cognisance o! the Protocol before s1gnmg It, 
~~~ause it is an extremely important document. Accordingly, t~e best procedure would, 
I th' k be to place the question on the agenda of our next sess1on, and I hope that the 
Com

1
::U;sion will then be able to accept the Soviet delegation's proposal. 

l\[ ZAUNIDS (Lithuania) [Translation]. - The Soviet delegation's proposal deals with 
a very important matter. The question before us is whether the proposa:lshould be referred 
to the Co-ordination Sub-Committee or .postponed to o11;r ;nex~ sessiOn. I second .the 
proposal that the question should be studied by the Commission Itself at the next sessiOn. 

The CHAIRMAN [Translation]. - The Protocol before us is divided in~o two parts, ~me 
setting forth certain principles and ~he other concret~ p~oposals. ~~e first part cons1~ts 
of a declaration of peace in econonnc matt~rs. M. ~~~vmoff say~.: We have ~one With 
war generally, in the economic as much as m the polit1ca~ sphere .. He goes st~ fu~ther 
and says that economic coal!-tions .a~ainst a country With the obJect of crushing It or 
impairing its prosperity are madnnss1ble. 

1 do not believe that there is here a single representative of a European country 
who cherishes any such design. All of u~ here, in the League of Nations and in ~he 
Commission of Enquiry for European Umon, want peace, the whole peace and nothing 
but the peace, extending to all countries and to all branches of activity. 

Beside this preamble, however, M. Litvinoff's Protocol contains certain proposals 
which, though formulated in general terms, nevertheless need to be very closely examined. 

We set up a Sub-Committee to go into the various questions raised here. We have 
refeJTed to it every proposal that has been made, among them M. Litvinoff's Protocol. 
The Sub-Committee examined the Protocol and found that it raised certain questions 
of principle which it thought exceeded its jurisdiction 

1\1. Litvinoff will not be surprised if I tell him that the Protocol alone, apart from the. 
preamble, might very well form the subject of an international economic conference at 
which the debates would be extremely intricate. The Sub-Committee was accordingly 
forced to say that it was unable to make any suggestions. 

The Commission of Enquiry has, however, set up an Economic Co-ordination 
Sub-Committee whose powers in the economic sphere are to be interpreted in· the widest 
sense, and which will deal with this problem raised by M. Litvinoff. Thus, the wishes 
of Mr. Henderson, Dr. Curti us and M. Zaunius have been anticipated by the Sub-Committee. 

In the course of its studies, the Economic Co-ordination Sub-Committee may perhaps 
be able to make some useful suggestions with regard to aggression and the definition of 
the aggressor. We have already gauged the many difficulties inherent in these questions 
in the political field and they will probably be found to be equally controversial in the 
economic. The aggressor must be sought before he can be denounced : he must be found 
before he can be punished. 

In any case, 1\1. Litvinoff may rest assured that we shall not forget the ideas he has 
placed before us. The reason why the European countries have come together is to seek 
for some method of remedying the chaotic condition of production and thereby consolidating 
peace among nations. 

31. Credits allocated in the 1931 Budget for the Commission of Enquiry for European 
Union. 

M. AVENOL1 Deputy Secretary-General, read the following note from the Secretary
General: 

. "When the League budget for 1931 was framed, we had no information on which to 
estimate the exp.en~ture which the Commission of Enquiry might have to meet this year, 
and the appropnatwn of 28,000 francs voted by the last Assembly will soon be exhausted. 

"The programme contemplated in the report will demand an ·additional sum of about 
~00,000 francs. Th~ only item in the budget from which so large an amount can be taken 
IS Item 24 ' ReductiOn of Armaments ', since the International Conference for the Control 
of.the Manufacture of Arms and Ammunition and of Implements of War cannot be held 
th1s year. On the other hand, the Secretary-General told the Fourth Committee that 
he would not us~ the la~ge sums voted from year to year - and never expended so far -
for the Internat1~nal D1sarma~ent Conference to increase other items in the budget by 
:ay of transfers , and, t~at. bemg so, he would feel a certain reluctance to withdraw such 
hsum from the appropr1at10ns voted for the International Conference for the Control of 

t e Manufacture of Arms and Ammunition and of Implements of War. 

ll "The. work which the Commission desires to undertake is so important and we are 
a ao anx10ua that that work should not be delayed, that it would, I think, be expedient, 
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to ask the Council! a~ an entirely exceptional step, to authorise a transfer of 100,000 francs 
from the. appropnat10n for the reduction of armaments to the item in the 1931 buduet 
representmg the work of the Commission of Enquiry. "' 

"I therefore beg to suggest the following resolution ; 

" 'The Commission of Enquiry for European Union, 

" 'Requests the Council to transfer, in the budget for the current financial period, 
the sum of 100,000 francs from sub-head VI(" International Conference for the Control 
of the Manufacture of Arms and Ammunition and of Implements of War") of Item 
24 r' ~~duc~ion of Armal!lents ") t? Item 30 ("Commission of Enquiry for European 
Umon ), ~hi~ transfer be~g essentu~l for the full accomplishment of the work which 
the Comnnss1on of Enqwry has decided to undertake, as stated in its repo1·t dated 
May 21st, 1931.'" 

The draft ruolution was adopted. 

32. Signature of the Convention instituting the International Agricultural Mortgage 
Credit Company (continuation). 

On the invitation of the CHAIRMAN, the heads of the delegations of the following 
countries signed the Convention : Belgium, Bulgaria, Czechoslovakia, Estonia, France, 
Germany, Greece, Hungary, Latvia, Luxemburg, Poland, Portugal and Roumania. 

33. Date of the Next Session of the Commission. 

On the proposal of M. MoTTA, the Commission decided, to meet on the same day as the 
Council- namely, September 3rd, 1931. 

34. Close of the Session. 

The CHAIRMAN [Translation].- We have now come to the end of the road on which 
we set out together, not without some misgiving. There were, on our agenda, many 
complex and difficult questions, on which views that were often opposed had long been 
expressed in different countries. Some of those questions were particularly embarrassing 
and might have engendered some heat in our debates. We have discussed them all in a 
spirit of European goodwill and union, animated by that desire for peace which is so deeply 
implanted in us. 

After all, our Commission has been in existence only a few months and we are entitled 
to feel proud of our first efforts, because, even at this early stage, we have devised sotne 
means of alleviating the sufferings of certain countries. 

We may also be proud when we remember that, with the help of the League 
organisations, in the short interval since our last session, we have solved a question like 
that of agricultural credits, for which a solution has vainly been sought for many months. 
I may even say that the signature of the Convention on agricultural credits which we have 
witnessed to-day is an event of the first order. I feel sure that to-morrow these signatures 
will be followed by others and that all the nations of Europe will combine to ensure the 
success of the new Institute. · 

Our Commission will find new problems facing it, for there can now, I think, be no 
question of its utility. · 

I may tell you that the day I launched my suggestion to set up our Commission I 
asked myself whether in spite of my age and experience I was not being childishly rash. 
What, I wondered, would be the outcome of such a proposal t Would it not raise insuperable 
obstacles in my path! Old as I am in affairs of state, I still have a remnant of a taste for 
adventure that has often spurred me on to some bold step. Serious difficulties might 
have wrecked our enterprise, but the resolve of Europe to unite was all the stronger in 
that she was forced by events to face the consequences of her own imprudence. The dreadful 
growth of unemployment and the economic depression taught us the lesson of what happens 
to men and nations that fail to unite, when disaster incites them to build factory after 
factory and to produce on an ever increasing scale, without stopping to ask whether, when 
the exhausted stocks have been made good, there will still be sufficient customers : when 
they leave the way open to unbridled speculation, unsettling consumers and in the end 
exhausting them to the point of depriving them of all capacity to buy. 

After a few months of anarchical conditions like these, there is no cause for surprise 
that Europe should suddenly find itself face to face with grave peril. The distress grew 
and spread, and then the countries of Europe pondered the danger and felt the need to 
combine and parry it. 

Then the less fortunate turned to those whom the crisis had not yet reached, but on 
whom it might react, and said to them: " Come first to our aid because we are bowed 
beneath a load of misery and we need immediate succour. At once we went to them, 



-70-

at once we sought means to relieve them: To-morrow- ~n~ it wi!l certainly be the first 
task of the Commission for European Uwon, as even now ~t IS the fust task of the Le~~ue 
of Nations, we shall have to organise methods for help~ng o!le another; for l!ra~tismg 
co-operation in all branches of life, and I feel sure that, m ~01ng. so, the Cominisswn for 
European Union will find stronger justification each year for Its existence and demonstrate 
its utility ever more clearly. .As it goes forw~rd, our Commission ~ colla?orate eyer 
closer with the League of Nations, whose offsprmg we are and for which, notWithstandmg 
some thwarts and crosses, we have the deepest affection. 

You will remember· the fears of dualism that were expressed at the beginning, of 
opposition between our two organisations. The pr~sent session must have dispelled all 
such misgivings : on the one side, we have the Council of the League and on the other, the 
Commission of Enquiry for European Union, deliberating almost simultaneously, sometimes 
concerning the same problems; the two bodies exchange views and combine with one another 
in the pursuit of the same ends. 

I believe it will always be thus. I probably shall not see the triumph of some ideas 
but I feel quite certain, even now, that the work begun will not be relinquished by the 
members of our Commission but will continue steadily to grow. I shall record with the 
utmost satisfaction each success achieved by our Commission as it advances along the road. 

I must apologise for being perhaps a little too long. I was urged to speak of all these 
matters by an emotion that I would have preferred to conceal, but which I could not resist. 

In conclusion, I thank you for the way in which you have helped me in the performance 
of my duties as Chaiman, and made it possible for me to feel personal satisfaction at 
having done something to further the successful inauguration of this Commission. 

1\Ir. HENDERSON (Great Britain). - We cannot allow this meeting to close without 
expressing once more our indebtedness to our Chairman. · 

I am sure we shall all agree with his remarks concerning the value of this Commission. 
I think there were many sceptics when it was first organised, but each time we meet -
and I refer especially to the present session, the important questions that we have been 
compelled to face and some of the issues that we have already reached, as well as those 
we hope to reach at our next session in September, all go to prove the wisdom of the action 
taken by M. Briand when he originated this plan. I want to ask you to accord to him 
your appreciation for the way in which he has seen us through all the business of the 
Commission up to the present stage, and to express the hope that we may long have him 
at the head of our Organisation. 

The CHAIRMAN thanked Mr. Henderson and pronounced the third session of the 
Commission closed. · 
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Al\'XEX I. 

AGENDA OF THE SESSION. 

C.206.l\I.S,t.1931.VII. 
[C. E. U.E./17 .] 

[C. E. U .E./0.0.6.(1 ).] 

In accordan~e ~th its terms of. reference as defined by the resolution of January 21st, 
1931, the O~garusat10n Sub-Comnuttee has studied " the other questions " which have 
been ~ s~bnutted to t~e Co!llmission ", and has thought it necessary to suggest to the 
Comnuss10n the order m which it might study the questions with which it will have to 
deal at its third session in May. 
~ the course of the Sub-Committee's proceedings, the Danish Government called its 

atteD:tion to the advant~ge which would attach to establishing contact, by periodical 
meetmgs, between t~e Directors of. the ~ess Bureaux of the various European countries, 
and.announced that It would subnut detailed proposals on that subject at one of the later 
sessions. 

The representatives of the German and Italian Governments reserved their 
Government's freedom to suggest, at the May session, that Item III of the agenda be taken 
before Item I. 

• • • 
PROVISIONAL AGENDA OF THE THIRD SESSION OF THE COMMISSION OF ENQUIRY FOB 

EUROPEAN UNION. 

I. Report by the Organisation Sub-Committee on the Constitution, Organisation 
and Procedure of the Commission of Enquiry for European Union. 

II. Proposal by the Polish Government regarding the Participation of the Free City 
of Danzig in Certain Aspects of the Work of the Commission of Enquiry for 
European Union . . 

ID.1 Economic Questions: The World Economic Depression in so far as it affects 
Europe as. a Whole. 

• • • 
(a) First Results of the Work undertaken by the Economic and Financial Organisation 

of the League and the International Labour Office concerning the World Economic 
Deprusion in general and Unemployment in particular (Resolution 16 of the 
Report adopted by the Eleventh Assembly on the Economic Work of the 
League of Nations- document A.79.1930). 

The Eleventh Assembly decided that the Economic and Financial Organisation 
should undertake a study of the course and phases of the present depression. It was to 
collect the information compiled by the national institutions, etc., and take into account 
the results of the enquiry conducted by the International Labour Office into unemployment. 
Those enquiries will not be concluded by May, but the Economic and Financial Organisation 
will be able to submit to the Commission of Enquiry, at its May session, a preliminary report 
on certain aspects of the economic depression. This document will be communicated 
before the meeting. 

The Governing Body of the International Labour Office, at its meeting on January 
31st, 1931, instructed the Director to submit to it at its April session a memorandum on 
the possibilities of laying proposals for practical action in the field of unemployment before 
the Commission of Enquiry for European Union in 1\Iay, while continuing its own enquiries 
and acting on international lines. If, on examining this memorandum, the Governing 
Body approves the methods which the International Labour Office proposes for referring 
to the Commission of Enquiry the question of unemployment regarded from the point 
of view of the workers' interests, the Office will submit a report to the Commission of 
Enquiry. 

(b) Work done at the Meetings of February 23rd and 26th last on Questions connected with 
the Disposal of Existing and Future Stocks of Grain. 

1. The Commission invited the grain-exporting countries of Central and Eastern 
Europe and the European importing countries to meet and make a common effort to find 

1 In accordance with the decision of the Commission of Enquiry at it. meeting on January 19th, 1931, 
the Governments of Iceland, Turkey and the Union of Soviet Soeialiat Republica will be invited to he 
represented at the Commission's diseu.88io11.1 on thia item of the agenda (Annexee lG and lb). 
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means of disposing of the grain surplus at present available. The meeting took place on 
F bruar 23rd 1931 and a Final Act (document C.E.U.E./E.C./8) was drawn up. The 

esults !t,tained by the efforts of the signatories of this Act will be communicated to re . . 
the Commission at its commg meetmgs. 

2. A Committee was set up to study the problem of the export of future h~rvest 
surpluses. This Committee met on February 26th. and made a report to the Chairman 
of the Commission of Enquiry for European Umon (docume~t C.192.~.75.193l.II.B). 
The Committee recommended that, agricultural phenomena bemg by thetr very nature 
liable to change, further consultation should, if foun~ necessary, take place un~e~ the 
auspices of the Commission of Enquiry. The Comrmttee also thought of submtttmg a 
supplementary re~ort after th~ Conference convened at Rome before March 26th by the 
International Institute of AgriCulture. 

(c) Work on .Agricultural Credits. 

The Commission appointed a Committee of eleven members to deal with the question 
of agricultural credits. This Committ~e, which is to _keep in touch with the. wor~ of the 
Financial Committee of the League, will hold a meetmg before the May sesswn, m order 
to be able to report to the Commission of Enquiry. 

(d) Extension to Other Domains of the Principle underlying the Commercial 9onvention of 1930. 

According to this principle, if a contracting State increases duties already in existence 
or imposes new duties, a procedure of notification and appeal is instituted in favour of the 
other contracting States. _ 

The Belgian Government, from which this proposal proceeds, considers that this 
principle could with advantage be extended to other domains connected with the exchange 
of goods, the circulation of capital, the treatment of individuals, and the system of 
communications and transport. 

The Belgian Government proposes to explain to the Commission its views on the 
putting of this princ.iple into practice. 

(e) The Treatment of Foreigners. 

After the International Conference of November 1929, which was unable to arrive 
at an agreement, the Belgian Government took the step of asking six other European 
States -France, Germany, Great Britain, Italy, the Netherlands and Switzerland -to 
reconsider the problem with a view to laying down the broad lines of an agreement which 
would represent an improvement on the present situation. The representatives of 
certain of these countries have held several meetings and made certain progress. · 

. The Belgian Government, which referred this question to the Commission of Enquiry, 
will make a statement on the essential facts of the problem and its inherent difficulties. 

(f) Transmission and Transit of Electric Power. 

This question, likewise raised by the Belgian Government, has already been dealt with 
in certain of its aspects by the Transit Organisation of the League. The Commission of 
Enquiry might request the Council to desire the Transit Organisation to consider the 
question and recommend it to invite the Belgian Government and the Norwegian 
Government, which has also displayed special interest in the subject, to be represented on 
the Committee which would be appointed to study it. 

AL~EX Ia. C.184.M. 70.1931. VII. 

PARTICIPATION OF THE GOVERNMENTS OF ICELAND, TURKEY 
AND THE UNION OF SOVIET SOCIALIST REPUBLICS IN THE 
DISCUSSION ON ECONOMIC PROBLEMS. 

A. LETTER FROM THE ICELANDIC GOVERNMENT TO THE SECRETARY-
GENERAL OF THE LEAGUE OF NATIONS. -

the f~~~:~~h~ honour to tacknowl~d~e rec~ipt of your letter of January 23rd last, inviting 
etudy of thlc overn.men .. to partlCtpate m the next meeting of the Commission for the 
which meet~n ec~mtoJWbc cnsJs of the. world in so far as it affects the European countries 

g 11 o e summoned m May this year. ' 
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. <?n !Jeh~U of t~e Ic_elandic Government, I beg to express my great appreciation of the 
srud InVItation, which IS gladly accepted. 

I shall ~ter have ~he pleasure to notify the name of the Icelandic dell'gate, and aYail 
myseU of this opporturuty to express to you, Sir, the assurance of my highest consideration. 

(Signed) Trygger THORHALI.SSON, 
Prime Mi11ister oflcelatld. 

C.1S4.M.70.1931.VII. 
[C.E.U.E./14.] 

B. LETTER FROM THE TURKISH GOVERNMENT TO TH.E SECRETARY

GENERAL OF THE LEAGUE OF NATIONS. 

[ Tran11lation.] 

· I. have. the honour to acknowledge the receipt of your letter dated January 23rd, 
1931, m which you were good enough to inform me that, in accordance with the dedsion 
of the Commission of Enquiry for European Union, Turkey is invited to take part in the 
Commission's work. I have also noted the agenda for the next session. 

I have pleasure in thanking you for this communication, and in informing you that 
the Government of the Republic has decided to accept the invitation and to be 
represented at the next meeting of the Commission of Enquiry for European Union. 

The Government of the Republic is convinced that the aim pursued by the States 
re~resented on the Commission of Enquiry for European Union can only be achieved by 
stnct adherence to the generally recognised principles of the sovereignty of all the 
participating States, their equality at law, which is the basis of international rt~lations 
and the character of the Union itseU, which must not be in opposition to any group of 
Powers in other Continents or in Europe. 

My Government trusts that the work of the Commission of Enquiry will lead to 
definite and practical results. 

(Signed) DB. ROUOHDY. 

C.156.l'tl.53.1931. VII. 
[C. E. tT.E./13.] 

C. LETTER FROM THE GOVERNMENT OF THE UNION OF SOVIET SOCIALIST 

.REPUBLICS TO THE SECRETARY-GENERAL OF THE LEAGUE OF NATIONS. 

[Translation.] 
Moscow, February 6th, 1931. 

I have received your letter of January 23rd, in which you inform me that the Commission 
of Enquiry for European Union has " decided to study the world economic crisis in so far 
as it affects the European countries as a whole, and to invite the Soviet Union to participate 
in this study ". 

This communication, taken in conjunction with the" French Government's memorandum 
concerning the organisation of a European Union, which was officially communicated 
to the Soviet Government, and with the debates which took place at the last session of 
the Commission of Enquiry in so far as the Soviet Government is acquainted therewith, 
has left the said Government in a state of doubt as to a certain number of questions. 

The replies of various Governments to the French memorandum with regard to the 
nature of the new organisation's aims, and the most suitable methods of achieving those 
aims, contain a number of contradictions. 

The Soviet Government has its own view on the causes of the permanent economic 
divergencies existing between the different States, and of the economic depres11ion an<l crises 
which periodically arise in capitalist countries, as well as on the means by which humanity 
should seek and can attain effective 110lidarity between peoples ; but it does not appear 
necessary to state this view here. Furthermore, it must be evident to all the States concerned 
that without generally ensuring universal peace, and more particularly European peace, 
by ellminating the causes which threaten to disturb it, there can be no hope of the efforts 
to establish European solidarity in the economic or any other sphere achieving any degree 
of success. The "bourgeois " economists themselves acknowledge the indissoluble 
connection between the political unrest, which at present exists and which is continually 
growing more profound throughout the world, with the constant increase in armam~nts, 
which in certain countries represent as much as 40 per cent and 50 per cent of the natiOnal 
budgets, and the more and .more serious i!lter~~tio~al_economic antagonisms which are 
developing simultaneously With the economic cnsl8 Within each country. 
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It is equally obvious that it is impossible to pursue the aim of improving .the relations 
b t n the different States and of consolidating between them that peace which forms the 
n:C:S~~ry foundation of any economic co-operation a.nd a.t t~e s:"me ti~e to try to oppose 
some of these States to others .. I? the same .way,, if the aim Is. a umon of Europe as a 
geographical unit, without specifymg that this umon only applies to St~t.es ~ased on a 
given social and political system, it must be ackno'!l'ledged tha~ the partiCipatiOI_I of ~ny 
particular State in this union must follow ~utomatiCally fr?m Its geographical Bit~atiOn, 
and this no discussion can modify ; the umon must compnse ~ll co~ntnes belongmg to 
this geographical unit, even as regards only a small part of their territory. _ 

In view of the self-evident nature of these considerations, it is incomprehensible and 
surprising that a group of European States should arrogate to themselves the right to 
decide on the admission or non-admission of another group of European States to a 
community which claims the title of " Pan-European ". The singularity of this faet is 
not lessened when we see, for example, Switzerland, whose territory is only 0.4 per cent 
of the area of Europe, or even Norway, for which the corresponding figure is 3.1 per cent, 
pronounce against or question the admission of a country like the Soviet Union, occupying 
in Europe alone a territory forming nearly 45 per cent of this continent, and nearly twice 
the size of the combined areas of Belgium, Denmark, France, Netherlands, Norway, 
Roumania, Spain, Sweden and Yugoslavia. In considering this question, it is necessary 
to reject altogether as entirely inappropriate all arguments and conclusions of a legal 
and purely abstract nature, which might be suitable in an assembly of lawyers but not 
in an international political assembly comprising the statesmen responsible for the condurt 
of foreign affairs in a large number of countries. If, however, in spite of the title of the 
body from which the invitation received by the Soviet Union emanates, the intention 
is not to establish a general union of European States, but to establish within the continent 
of Europe two groups of countries separated by purely legal or by political and social 
characteristics, we are inevitably led to ask whether equal and equivalent rights will be 
given to the two parties in this organisation in their contemplated co-operation. 

The resolution of the Commission of Enquiry for European Union says that the latter 
"has decided to study the world economic crisis ". It is not clear, however, from this 
text whether the Commission proposes to confine its activities to this question, or whether 
it reserves the right to bring other questions within its scope at any moment ; and whether, 
in the latter case, the discussion of these questions will be undertaken only by a group of 
European States or by all these States. This question is a natural one, since in the course 
of the debates of the Commission of Enquiry the opinion was expressed that questions 
might come before the Commission which would be very difficult to discuss in the presence 
of a representative of the Union of Soviet Socialist Republics, but it was not stated whether 
this was because those questions were of no interest to the Union of Soviet Socialist 
Republics or because they interested it too closely. If this idea was adopted by the Commission 
as a whole, the Soviet Union might have to participate in the work of a Commission which 
would take steps to prevent its representatives from sharing in the discussion of questions 
of the most immediate concern to them and in which, in fact, they were the principal 
party concerned. 

The Soviet Government, realising that it cannot hope to have any light thrown on 
these que~tions outside the meetings of the Commission, and that it would probably be -
embarras~mg for the Commission to give definite replies, has decided to take part in the 
!orth.cormng proceedings of the Commission of Enquiry for European Union, while reserving 
Its . fmal attitude to the Commission's future work until it has received the necessary 
enlightenment and until it has itself studied the Commission and the nature of the unification 
which the inviting section of the Commission has in view. 

In ~aking this decision, the Soviet Government has been guided by its constant desire 
to con~nb~te to th~ success of all steps which, with its help, may he directed towards the 
c~nso~datlon. of umversal pea<Je, and more particularly of European peace· at the same 
time, It takes ~ts stand on the principles, theoretically recognised in the French .'nemorandum 
of the. so!erCignty of States and of their equality of rights, and on the idea that the neV: 
orgamsa!Ion cannot " be opposed to any ethnographical combination • • . either in 
Europe Itself or in other continentll ''. 

(Signed) M. LITVINOFF. 
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A.t~XEX lb. 
C.265.M.l20.1931. VII. 

[C. E. U.R.21.] 

PARTICIPATION OF THE GOVERNMENTS OF ICELAND, TURKEY 
AND THE UNION OF SOVIET SOCIALIST REPUBLICS IN TilE 
DISCUSSION ON ECONOMIC PROBLEMS. 

1. LETTER FROM THE SECRETARY-GENERAL OF THE LEAGUE OF NATIONS 
TO THE GOVERNMENTS OF ICELAND, TURKEY AND THE UNION OF 

SOVIET SOCIALIST REPUBLICS. 

Geneva, Aprillst, 1931. 

I have the h~nour _to inform you.that the third session of the Commission of Enquiry 
for European Umon wtll open on Fnday, May 15th, 1931, at 11 a.m., at the Secretariat 
at Geneva. 

I ~nclose ~he provisional agenda of the session as drawn up by the Organisation Sub
Comnuttee which sat on March 24th and 25th. It will be seen from this document that 
certain Governments reserved their liberty to suggest at the May session a change in the 
order in which the questions will be examined. I regret, therefore, that I cannot state 
exactly when the Commission will begin its examination of the questions which appear 
on the provi\<ional agenda under Item III. 

(Signed) Eric DRUMMOND, 
Secrelarlf· Genrral. 

2. LETTER FROM THE GOVERNMENT OF THE UNION OF SOVIET SOCIALIST 
REPUBLICS TO THE SECRETARY-GENERAL OF THE LEAGUE OF NATIONS. 

[ Tra.nslotion.] Moscow, April 23rd, 1931. 

I have received the letter dated Aprillst in which you were good enough to inform 
me that the third session of the Commission of Enquiry for European Union will open 
on Friday, May 15th, 1931, at 11 a.m., at the Secretariat of the League of Nations. 

You enclosed with your letter the provisional agenda of the session, consisting of 
three items : 

I. Report of the Organisation Sub-Committee on the constitution, organisation 
and procedure of the Commission ; 

II. Proposal regarding the participation of the Free City of Danzig in certain 
of the Commission's proceedings ; 

III. Economic questions : the world economic crisis in so far as it affects Europe 
as a. whole. 

A note to Item III states that, in accordance with the decision of the Commission of 
Enquiry'at its meeting on January 19th, 1931, the Governments of Iceland, Turkey and 
the Union of Soviet Socialist Republics will be represented during the Commission's 
discussions on this item of the agenda. 

It is to be inferred from this statement that the three countries mentioned are not 
to be represented during the discussions on the first two item11 of the agenda. It seems 
to me that such an interpretation would be inconsistent with the previous decision of the 
Commil!sion of Enquiry. This decision stated that the Commission had decided " to study 
the world economic crisis in so far as it affects the European countries as a whole, and to 
invite, through the Secretary-General, the Governments of Iceland, Turkey and the Union 
of Soviet Socialist Republics to participate in this study ". So long as the Commission 
has not placed any other question on its agenda, this decision means that the three countries 
mentioned are taking part in all the Commission's proceedings. But a country which is 
taking part in all the proceedings ~f .a C~mmissio!l is _enti~led to ex~r~s its ~ewe as to the 
form of organisation of the C~mnusswn! 1ts constttutwn, 1ts compos1t10n. and tts metho~s of 
operation because these vanous questions of procedure are bound to mfluence the lines 
on which the Commission will work, and even its actual decisions. This right is 
unquestionable, unless the participation o~ 1!-ny particul~r country has been. limited to 
certain specified questions ; but the Comnus.swn o~ Enqmry for European Umon has not 
taken any such decision in respect of the SoVIet Uruon or Turkey or Iceland. n, therefore, 
the decision of the Organisation Sub-Committee means that the three countries in 
question will be exclude~ from. the dis~ossions on ~h.e first two items of the age~d~, that 
decision is necessarily mconststent wtth the deClston reached by the Comnusswn of 
Enquiry on January 19th ; or else it means that the Sob-Committee in settling in advance 
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t. n wh
1
"ch was to say the least of it, still open - viz., that of the participation of 

a ques '10 ' • • • I bl h" h th three European countries in the exammatwn of any. matena pro e~s w w . e 
Commission of Enquiry might subsequently pla?e u,p~m ~ts a~enda .. I~ th1s latter p_omt 
is answered in the affirmative, the three c?untnes mVIted are mdisp:utably entitled 
to take part in the settlement of questwns of procedure. In excludmg the three 
countries from the debate on these questiOJ?S• the Organisation Su~-Com~ttee is c~e~rly 
acting on the assumption that those countnes are only to be assoCiated m the deCisiOns 
on certain problems and not on all the problems with which the Commission of Enquiry 
has to deal. I do n~t see, however, on what that assumption is based . 

.Attributing a restrictive sense to the Organisation Sub-Committee's decision, you 
thought it necessary, Sir, to ~for.m me that you could n~t. state exactly when the 
Commission would begin its exammatwn of Item III of the provlSlonal agenda- doubtless 
assuming that the delegation of the Soviet Union was only to arrive in Geneva in time 
for that date. I regret to observe also that you do not state by whom that date will be 
determined. In other words, you invite the delegations of three European States to come 
to Geneva without giving them any exact date. Whereas, on receiving yqur first invitation 
to the European Commission, I had to call attention to the obscurity and ambiguity of 
the decision reached by the Commission on January 1!lth, and to say that the delegates 
of the "invited " States would have to proceed to Geneva to ascertain more definitely 
the meaning of the invitation, I am now obliged, after your second communication, to observe 
t.hat the delegates of the "invited •• States are asked to come to Geneva to ascertain also 
the date of the invitation. It would be hard, I think, to find any other instance of such 
a method of invitation, whether in Europe or elsewhere. Such invitations might be 
objectively interpreted as designed to provoke a refusal on the part of those invited, were 
it not necessary to allow for the sincerity and frankness which is absolutely essential in 
the organisers of so vital a cause as that of the unification of Europe. 

Trusting that you will be good enough to bring the foregoing to the notice of the 
organisers of the third session of the Commission of Enquiry for European Union, I have 
the honour to inform you that the delegation of the Union of Soviet Socialist Republics 
will hold itself in readiness to arrive at Geneva between May 15th and 25th, and will await 
notice of the exact date on which it is invited to proceed thither ; I must ask you to note 
that the delegation cannot travel from Moscow to Geneva in less than four days following 
the receipt of such notice. 

{Signed) M. LITVINOFF. 

3. TELEGRAM FROM THE TURKISH GOVERNMENT TO THE SECRET.ARY

Gl):NER.AL OF THE LE.AGUE OF NATIONS. 

[Translation.] Ankara, .April 25th, 1931. 

. I have. the honour to acknowledge th_e receipt of the !et~er dated .April 1st, 1931, in 
wh~ch y~u Informed me that the next sess1on of the Comrmsswn of Enquiry for European 
Umon will open at Geneva on 1\Iay 15th but that a provisional agenda having been drawn 
up by the Organisation Sub-Committee which met at Paris you are unable to inform me 
of the ~xact date on which the Commission might begin its examination of the questions 
appe~nng under Item III of the provisional agenda, reservations having been made by 
ce~tam countri~s on this subject. While thanking you for this communication. I must 
pomt o:ut that m yo~ letter dated January 23rd, 1931, inviting the Government of the 
Republic to take part m the proceedings of the Commission of Enquiry you informed me that 
the next sessi?n o~ the Commission would take place in May at a date to be fixed later and that 
the wor~ whiCh It proposed to undertake was to study the world economic depression in 
so far as It affects Europe as a w~ole: What you have de~cribed, however, as the provisional 
agenda. dra_wn ~P by the ~rgamsatwn Sub-Committee does not appear to derive from the 
resol~twn In VIrtue. of whwh you were good enough to invite my Government to take 
P~t m the proceed_mgs of the Commission of Enquiry. .At the same time it should be 
pomte~ ou~ that, smce - to judge by its provisional agenda - the Commission has to 
~etermme Its ~wn method of_ p~ocedu~e, I do not see how we could usefully co-operate 
~n ~~e proceedmgs of a. ~om~ISSion which had adopted for its work methods decided upon 
~ he absence. of ce~tai';I of Its members and without their knowledge. The Government 
0 t e Repu~lic whwh 1s still of opinion that the preparatory work of the Commission 
:~~~ot 

1
be f[wtfulliunless the project~d. Un~on rests from its inception on the solid foundations 

e. ~ga e_qua ty .of all the partiCipatmg States and which is resolved to give proof of 
~~e ;~mt ~~ m~ernatu:~nal co-operation which it has never yet ceased to display will hold 
b! oblieg~I~~ It readin~ss. to proceed to Geneva. between May 15th and 25th. I 8hall 
delega~:n' is 1r, k a~u rrr mt fGorm me in good time of the exact date at which the Turkish 
h a.s e o e a eneva. .At the same time I would ask you to bear in mind 
~o~~c!~~ ~:::~~hfrdomele~atkion Wlt"ll Grequire four or five days after the receipt of your final 

... n ara o eneva.. ·- TEVFJK RoucHDY. 
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4. LETTER FROM THE SECRETARY-GENERAL OF THE LEAGUE OF NATIONS 
TO THE GOVERNMENTS OF TURKEY AND THE UNION OF SOVIET SOCIALIST 

REPUBLICS. 

Geneva, April 29th, 1931. 

J ~ave the bono~ to acknowledge receipt of your telegram (letter) dated April25th-23rd 
rega.rdin~ t~e ~eetmg of the Commission of Enquiry for European Union. I am 
commumcatmg It to the members of the Commission, together with my reply. 

After consulting the President of the Commission, I have the honour to inform you 
that, for the re~~ons stated in my letter of April 1st, we cannot foresee exactly when Item 
III of the proVISIOnal ag~n~a wfi!. be e~a~ined by. the Commission. We think it Jlrobable, 
h.owever, that the Comrmssion will begmits exammation of Item III (Economic Questions) 
e1ther on the afternoon of May 15th or on the morning of the 16th. You will doubtless 
conclude from this that it would be desirable for your delegation t.o be in Geneva by May 15th. 

ANNEX 2. 

(Signed) ERTO DRUMMOND, 

Secretary- General. 

C.240.1\1.106.1931. VII. 
[O.E. U.E.19.] 

ADDITIONS TO THE AGENDA OF THE SESSION PROPOSED 
BY THE GERMAN GOVERNMENT. 

LETTER FROM THE GERMAN GOVERNMENT TO THE SECRETARY-GENERAL 
OF THE LEAGUE OF NATIONS. 

[Translation.] 
Berlin, April 14th, 1931. 

With reference to the rules laid down by the Organisation Committee concerning the 
fixing of the agenda of the Commission of Enquiry for European Union, I have the honour 
to propose on behalf of the German Government that the following two points should be 
placed on the agenda of the session of the above-mentioned Commission of Enquiry beginning 
on May 15th, under No. III (Economic Questions): 

• 
1. Development of Customs Relations in Europe • 

Reason. - The German Government thinks it advisable to discuss once more the 
situation created by the present Customs relations in Europe and by the failure of the 
Geneva Commercial Convention of March 24th, 1930. 

It also desires to make a communication with regard to the aims which it is pursuing 
in this domain in agreement with the Austrian Government. It further considers it 
desirable that the possibilities of effecting an improvement in European trade by granting 
preferential duties should again be discussed on this occasion. 

2. Customs Exemption of Fuel for Motor Vehicles crossing the Frontier by 
Land, Water and Air. 

Reasons. - The use of motor vehicles in European traffic has enormously increased 
in all the territory under consideration by land, water and by air in the last few years 
without the countries of Europe having taken this increase fully into account in their 
Customs legislation, particularly from tht; point o~ vi~w of the granting of C~stoms exemption 
to motor fuel in traffic across the frontier. This circumstance has also hitherto prevented 
even those European countries which were disposed to take steps to meet the requirements 
arising out of this increase of traffic from effecting a settlement of the question. 

A uniform solution taking equal account of the needs of European traffic and of the 
fiscal interest of the European countries therefore appears dellirable. 

(Signed) ~TIUS. 
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At'VNEX 3, C.304.M.143.1931. VII. 
[C.E. U.E.26. J 

ADDITION TO THE AGENDA OF THE SESSION PROPOSED 
BY THE ITALIAN GOVERNMENT. 

TELEGRAM FROM THE ITALIAN ·GOVERNMENT TO THE SECRETARY
GENERAL OF THE LEAGUE OF NATIONS. 

Rome, May 12th, 1931. 
[Translation.] 

With reference to the proposals of the Organisation Sub-Committee with regard to 
the agenda of the Commission of Enquiry for European Union, I have the honour to 
propose that the Commission at its meeting to be held in Geneva on May 15th next 
considers - in accordance with the urgency procedure provided for in the proposals 
referred to - the desirability of discussing under No. III of the agenda the following point : 
" To consider the most desirable means and the most appropriate procedure to enable the 
Commercial Convention of March 24th, 19311, to be put into force without delay with the 
accession of the largest possible number of European Governments." 

Explanation. - The Italian Government takes the view, which has already been 
put forward by its representatives on various occasions at recent Economic Conferences 
held -under the auspices of the League of Nations, that the Commercial Convention of 
March 24th constitutes an indispensable preliminn.ry basis for the future development 
of action of any kind in the sphere of agreements between States. .As, however, owing to 
the absence of agreement between the parties, the period ending .April 1st, 1931, has 
expired without it being possible to put the Convention in question into force, it appears 
desirable to look for better means and possibly the better procedure to be followed to 
enable the question to be reconsidered without delay with a view to the attainment of the 
objer.t reterred to. · (Signed) GRANDI, 

.. 

Seriu of Publication": 1931.VII.2. 
ANNEX 4. Official No.: 0.204.M.82.1931.VII. 

[C.Fl. U.E.16.] 
[C.E.U.E./C.0./5 (1}] . 

CONSTITUTION, ORGANISATION AND PROCEDURE OF THE 
COMMISSION OF ENQUIRY FOR EUROPEAN UNION. 

REPORT OF THE ORGANISATION SUB-COMMITTEE. 

At its meeting on January 21st, 1931, the Commission of Enquiry for European Union 
se_t up a. Sub-Committee, consisting of the representatives of Great Britain, Denmark, 
Finland, _France, Germany, Greece, Italy, Poland, Portugal, Spain, Switzerland and 
YugoslaVIa, to study the constitution, organisation and procedure of the Commission. 

dis 1. . Befo!e submitting to the Commission the outcome of the Sub-Committee's 

C 
cus~10!18• 1t may be well to recall in a few words the origin and character of the 

omnnss10n. 

It. will be rE>membered that the Assembly expressed its conviction that close co
operat_IOn _between the Governments of Europe in every field of international activit was 
of ~apital rcortance for the preservation of peace, and associate(} it.self with the unanimous 
~~~~! 0 t 

1 
e !ep!esentatives of the European Governments that such co-operation was 

of N /Y· t t ,mvite~ the Gov~rnments of the European States Members of the League 
thusac:~:~ 0 or~ t emselve~ mto a ~e~gue Commission to pursue the enquiry. It was 
it h ld l specified that this C~:n~mlSSion should be an organ of the League. but that 
Eu~o~~an Me:;rb~~8 t:n~h~-~~~nnssion to pursue its enquiries in conjunction with non-

1 uropean non-member Governments. On this subject the 
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President of the _AsseD_lbly said : " I am sure that I am expressing the unanimous opinion 
of the A11semb~y ~n sapng that those States Members of the League which are not represented 
on the Comnnss1on JUSt set up should nevertheless be entitled to send obst.>ners to the 
Commission's meetings, so that they may submit their views should thay think fit. I take 
it that the Assembly approves this proposal. ·• 

2. It may also be well to call attention to the fact that after the Com1nission's second 
session the Chairman was deputed to communicate to the Council the resolutions passed 
by the Commission, with a request that it take note of them and authorise the technic~! 
organisations and the Secretary-General of the League to take the necessary nction. The 
Council, at its meeting on January 23rd, 1931, acted accordingly. 

From all this we obtain certain essential facts regarding the constitution and 
organisation of our Commission. First, as we have alre1\dy seen, the Commission is a 
League Commission, and it is its duty, as such, to report to the Council and Assembly, 
which will decide what action is to be taken on it.s resolutions. Under these conditions, 
therefore, the Commission may secure the assistance of the technical organisations and 
advisory committees of the League. 

Secondly, those States Members of the League which are not represented on the 
Commission are entitled to send observers to its meetings and submit their views should 
they think fit. These States share, moreover, in the general supervision exercised by 
the Council and the Assembly over all the Commission's proceedings. 

3. Acting as a League Commission, the Commission of Enquiry is subject, generally, 
to the usual rules for such commissions, but it can, of course, make special rules ot its 
own. For example, the Commission has already agreed that each Government may be 
represented by a delegate and, if it so desires, by a deputy-delegate. Again, the Commission 
has already invited certain European Governments not members of the League to tnke 
part in the study of the world economic crisis in so far as it affects the European countries 
as a whole. Further, it has set up ad hoc Committees of its own members to deal with 
special questions. Naturally, it retains the right to set up other such committees in the 
future, on the understanding that, in each ca~e, it will decide upon their composition, 
the subject with which they are to deal, and their duration. In each case, such committees 
should include representatives of the States specially interested in the questions under 
consideration. 

For the better organisation of our proceedings, it would doubtless be well to ask any 
Member who many wish to place a question on the agenda of any session to inform the 
Secretary-General not less than one month before the opening of the session. With the 
Chairman's approval, the Secretary-General could then send out a provisional agenda to all 
Members three weeks before the beginning of the session. Every request to have a quAstion 
placed on the agenda should be accompanied by a statement specifying in detail the subject 
in question and its European aspects. 

At the first meeting of each session the Commission would fix its final agenda, and 
questions which were referred to the Commission but were not on the provisional agenda 
could not, of course, be discussed at the current session unless, for.reasona of urgency, the 
Commission so decided. The Commission could always refer any question submitted to 
it to an ad hoc sub-commission for a preliminary opinion before deciding whether to place 
it on the agenda. 

The Commission has already laid it down that, in principle, its proceedings shall be 
public. It might be arranged that, following the practice of the League Council, the 
Commission shall hold a private meeting at the beginning of each session for the purpose 
of fixing the final agenda. 

Every year, after the Assembly of the League of Nations, the Commission would 
elect its Chairman and its Vice-Chairman. 

The Secretary-General of the League of Nations would always act as Secretary to the 
Commission. 

A.l.~NEX 5. C.33ii.M.151.1931. 
[C.E.U.E./33.] 

PROPOSALS FOR REMEDYING THE PRESENT EUROPEAN CRISIS. 

MEMORAND~ FROM THE FRENCH GOVERNMENT. 

Summary. 

The French Government desires to _submit to the Com_mission _of Enquiry for 
European Union a constructive p~n affordin~ prompt and practical solutwns for the most 
urgent economic problems by which Europe 18 at present faced. 
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I. A qricultural Pr?blr,m. 
This problem, which consists primarily in facilitating the disposal of the ce~eals produced 

by the countries of Central and Eastern Europe, has already bee.n <:ons1dered by the 
Conferences of Geneva, Paris and Rome. The London Conference which l8 to meet on May 
18th should contribute to its solution. . . . . 

Being convinced, however, that the distress of the countries m quest10n 1s largely 
due to inadequate prices, the French ~overnment proposes _that the meas~res alr~ady 
in contemplation (disposal of stocks, creat10n of an exporters' uruon, scheme for 1":ternat10nal 
aaricultural credit etc.), should be supplemented, as those concerned desu~, b_y the 
i;stitution of a pr~ferential system for their grain up to specified quotas fixed per10d1cally, 
and open to revision. 

The French Government offers no opinion as to whether in exchange for such a 
regime the grain-exporting countries ~hould not or should grant equ~valent conc~ssions 
to the importing countries. It considers, however, that such concessiOns should m any 
('ase apply to all third parties. 

H. Industrial Problema. 

To mitigate the crisis of over-production and its consequences, the French Government, 
which is much impressed with the inadequacy of the results secured by direct efforts to 
bring about a simultaneous reduction of Customs tariffs, recommends that the method 
of ~eparate international agreements should be returned to and extended. It is of opinion 
that this method, which bas already proved its efficacy, would contribute very considerably 
to the organisation of the European market, and would also, if pushed to its logical conclusion, 
make it possible to secure a reduction of tariff barriers more easily than could be done by 
general conventions. 

It does not, however, reject any of the other contemplated methods for obtaining this 
result, and considers it necessary to persevere in the negotiations on this subject already 
initiated between various countries. 

III. Special Position of Austria. 

The French Government considers that in view of the difficult position of Austria it 
is the duty of the Powers to which that country has given an undertaking not to alienate 
its independence, to contribute to its material development, on the understanding that 
Austria on her side will do all in her power to improve her economic situation. 

The French Government proposes that Austria's chief customers should grant special· 
facilities to her trade. This system should be concerted among all the countries concerned, 
and, if equivalent concessions were demanded, they should not be preferential in character. 

IV. Credit Problems. 

The execution of a programme of effective European collaboration should tend to 
ease the general strain - an essential condition for that financial co-operation which is 
indispensable. . • . 

This co-operation can, of course, in its initial stages, take the form of ordinary banking 
operations. · 

Moreover, the putting into effect of the scheme for agricultural mortgage credit prepared 
by the Financial Committee will make it possible to meet the special needs of the countries 
of Central and Eastern Europe. 

Lastly, the French Government considers that in a more general way a special effort 
should be made to make it easier to float large Government loans - whether for the 
purpose of stabilisation or productive expenditure- on the best possible terms. It proposes 
that the Financial Committee should be instructed to arrange on a permanent footing, 
~nd by means of a special bureau, for the preparation and issue of these loans in the general 
mterest and on the widest international basis. · 

. In th~ French Government's view the solutions contemplated under Nos. I and III, 
bemg designed to meet abnormal and temporary difficulties, can only be exceptional 
temporary and limited. ' 

Mo~eov~r, t~e. F!ench Gover!lmcnt consi~ers that the programme put forward by 
France Implies, if 1t 18 to be carried through m its entirety, a general desire for a more 
P':accf~ at~nosphere, and consequently a determination to eliminate everything that 
nught 1mpau the necessary co-operation among all the countries of Europe. 

:ul'morandum • 

.. The Commission ~f E~9.u~y for European Union has decided to open a discussion 
on the world econo~c cr1s1s m so far as it affects Europe as a whole ". 

Moreover, after It was known that the Austro-German Customs Union Protocol of 
~~arch 19th, 1931, had ~een signed, the German Government proposed that the Commission 
8 ould place. the quest1~n of European tariff policy on its agenda.. 
G The tariff problem 18 only one aspect of the general economic problem The French, 
b overnmen_t therefore does n?t think it necessary to state separately its· views on the 
f estthremed_Ies fo~ the econonuc depression and its suggestions regardina the proper lines 
or e tariff pohcy of the European count.ries. · "' 
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Reserving for the Council of the League of Nations, with which it lies to deal with the 
matter, its observations on the subject of the Austro-German Protocol, the French 
.Goyer~ent proposes to explain in this Memorandum the principles according to which, 
in 1ts new, a policy of restoring European economic conditions could be carried into effect. 

The French Government has always been thoroughly convinced of the need for positive 
action, and is willing, now as hitherto, to co-operate in such action to the utmost of its 
power. ~en, last September, it took the step of calling at Geneva for the appointment 
of a Comnussion of Enquiry for European Union, its object was to establish a more rapid 
and effective instrument. 

The causes of the present depression are numerous, of long standing, and deeply 
rooted. To mitigate, if not to end, the depression, the essential thing is to resist the 
temptation to disperse our efforts and, on the contrary, to unite them, to concentrate 
them on a certain number of specific points, and to pursue them with energy and 
perseverance. 

• • • 
At its second session - that is to say, at the beginning of its work, the Commission of 

Enquiry for European Union was informed, in a penetrating study by M. Colijn, of the 
results of the three sessions of the Conference with a View to Concerted Economic Action. 

The Commercial Convention adopted by that Conference could not be put into force. 
Apart from that, the Conference had had before it three proposals, all envisaging tariff 
negotiations • 

A British proposal aiming at an all-round reduction of tariffs proceeding by 
groups and stages ; · 

A Netherlands proposal suggesting negotiations between States with autonomous 
tariffs and States with conventional tariffs ; 

A proposal by several countries asking for preferential Customs treatment. for 
their surplus grain produce. 

M. Colijn pointed out the difficulties these proposals had encountered. Of the various 
methods suggested for improving the situation of the agricultural countries of Central 
and Eastern Europe, however, the Conference, said its President, had only accepted one 
- that of agricultural credits -inviting the League to pursue energetically, through ita 
Financial Committee, the study of this question. 

Addressing the Ministers for Foreign Affairs present, the President of the Conference 
begged them not to ignore what was taking place in the sphere of economic relations and 
added: 

" It is particularly for those who have to maintain and improve international 
relations to bring about a better economic organisation of Europe." 

I. THE AGRICULTURAL PROBLEM. 

Faced by this problem, the Commission of Enquiry for European Union at once took 
practical action, dealing first with the position of the agricultural countries. Any attempt 
to find a way out of the difficulties of the depression in Europe must be directed, in the 
first instance, towards helping the agricultural countries. Their purchasing power has 
been so weakened that, if it could be restored and increased, the more specUically 
industrial countries would gain the stimulus of a large, active and extended demand. 

The work contemplated by the Commission of Enquiry has been carried out by several 
Conferences and Sub-Committees. 

· Doubts have, it is true, been expressed as to the results of this work. These doubts 
are answered by the facts. The reports that have been submitted to the Commission of 
Enquiry for European Union are sufficient to show that most valuable work leading to 
practical suggestions and solutions was done by the two Paris Conferences (February 1931) 
and the International Conference at Rome (March 1931). 

Scheme _fQT .Agricultural Mmgage C-redif. 

. ·Simultaneously, the work entrusted by the Commission of Enquiry for European 
Union to the Financial Committee of the League last January with a view to the preparation 
of the practical scheme of agricultural mortgage credit has proceeded. 

- The scheme is now ready. If the sanction of the Commission of Enquiry and the 
Council of the League is obtained, the new Agricultural Mortgage Institute can atart ita 
operations at the beginning of next autumn. 

It will be seen therefore, that, far from having been sterile, the efforts made by the 
European Union in' the space of three months have borne considerable fruit. This proves 
that the method employed is not a faulty one. It affords an excellent example of 
~ternational co-operation, awJ deserves to be pursued to the end. 
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.AgricuUural Preferenf'll System. . 

Being convinced that the distress of the peoples of Central an~ Eas~ern Europe is 
largely due to the inadequate prices at which they have to sell their gram, the French 
Government considers it important to supplement the measures already conte~plat~d 
by instituting, as those concerned desire, a system of European _pref~rence for t~eir ~ram. 

This preferential system as the French Government conceives It, does not mvalidate 
' ' h F h ' . th " f " the most-favoured-nation clause. In t e rene Governments VIew e pre erence 

should be exceptional- it should be in the nature of a derogation justified by abnormal 
circumstances, and consequently variable as those circumstances may vary, and, moreover, 
limited by the fixing of a specified quota which would itself be open to review. 

Conceived on those Jines, there seems no reason why the preferential system should 
disquiet those countries which have hitherto opposed it. 

The overseas countrie11 in particular appear to have realised at Rome that, as far as 
they were concerned, it would affect only quantities negligible for practical purpose~. On 
the basis of the average for the last three years, the wheat and flour surpluses available 
for export in the nine principal producing countries of the world may be estimated at 209 
million quintals. In this total, the Danubian countries are represented by only 9 million 
quintals, or 4.3 per cent. Moreover, their wheat does not compete with Canadian, Australian, 
Argentine or .American wheat; it is of a different quality and finds different buyers. The 
difficulty is not so much. to secure new markets for this wheat as to obtain better prices 
on its normal markets. · 

If, therefore, the granting of a preference should involve any sacrifice, the sacrifice will not 
fall either on other exporting countries or on countries which do not buy Danubian wheat. 

Nor does resort to the preferential system necessitate any discrimination being 
introduced into the Customs tariffs of the purchasing countries as these at present exist. 
Wheat of every kind, no matter from where it may come, would pay the existing duties 
on importation into the protected territories, and in this way the price system within the 
countries in question would not be disturbed. The producers, however, would receive a 
certain proportion of the duty paid, calculated so as to ensure them, as far as possible, 
an adequate remuneration. 

Strictly speaking, therefore, States making this rebate take nothing from the regular 
revenue of the Rtate budget at the taxpayer's expense; all that happens is that they receive 
a little less on an item of revenue which has never been regarded as a regular means of 
budgetary income. 

In practice, the system which the French Government recommends might take the 
following form : 

1. The countries of Central and Eastern Europe would set up a single joint 
selling bureau for their wheat. . . 

2. A commission, on which the buying and the selling countries would be 
represented, would periodically fix the quotas which would receive Customs preference. 

3. The representatives of the buving countries on this Commission would 
allocate these quotas and fix the amount ·of the preference. 

4. The preference would take the form of a rebate paid to the central bureau 
of the selling countries. 

5. The central bureau would divide these sums between the various national 
organisations of the selling countries, which in their turn would pass them on to the 
farmers. Moreover, both quota and preference might, if necessary, be revised. . 

. It would not appear to be difficult to give practical effect to such a system, nor is it 
likely to encounter msuperable obstacles. 

Q11estion of Equivalent Concessions. 

The ~uestion a~se_s whether the buying countries which give the benefit of preference 
to the selling count~Ies m resl!ect of a specified quota will grant it without any consideration 
or whether they will be entitled to an equivalent concession in return. ' 

hi ~erta~n co~nt;ies fav;ourably dis1_1osed to preference will put forward the crisis through 
w c ~heir o~n _mdustnes are passmg as a reason for claiming, in order to ensure the 
~:fkhettmhg of _their man~factured products, a Customs advantage corresponding to that 
~ c ey give the agriCultural countries. 

f This might give rise to objections on the part of States not in a position to grant any 
pre erence to the wheat of the European exporting countries. 

nf In :;der t~ remove ~hese objections, it might perhaps be decided that the advanta..,es 
co n~rr on t e countr1es buying _Danubian cereals as an equivalent for the prefere~ce 
graf th ed by them should ~e automatically extended to all countries entitled to the benefit 
o e most-favoured-nation clause. 

mom~~: F{ench Gover_nment. does not desire to decide between these two ideas for the 
· n any case, It cons1ders that the essential point is to interfere as little as possible 
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with the most-favoured-nation dause, and therefore that it is desirable either to give no 
equivalent concession at all or to make it available to everyone. 

. Moreov:er, ~t is of opinion:that the question is a complicated:one and should be fully 
discussed ; 1t will only come to a definite decision after this discussion . 

.At present it will be sufficient to accept, under the conditions just stated, the principle 
of a temporary preferential system, variable and limited, which would be applicable to 
wheat exported by the countries of Central and Eastern Europe. 

The French Government is convinced that this system, if supplemented by an 
international mort~age credit institution, the adoption of the measures su:rgested by the 
Conferences of Pans and Rome and the concerted action of exporters for the purpose of 
regulating the disposal of stocks, is likely to lead to an immediate and increasing relief 
of the depression in the agricultural countries of Centml and Eastern Europe. 

Moreover, in endeavouring to improve the situation of the populations of these 
countries, the industrial countries in the West will not be making a useless sacrifice: the 
renewal of the purchasing power of the Danubian farmers will be seen in an increase in 
their demand for manufactured products, and the purchases that they formerly made 
in the Western countries- which have fallen off by haU since the crisis -will recover 
and exceed their former level. · 

• • • 
II. THE INDUSTRIAL PROBLE'If. 

The measures recommended by the French Government to alleviate the agricultural 
crisis can constitute only a part of a constructive programme ; for the agricultural countries 
alone are not suffering from the crisis. The crisis also affE~cts industrial countries. The 
problem must therefore be considered under this aspect. 

The League of Nations has not failed in this respect. Since 1927 it has been endeavouring 
to confer on Europe a new economic charter. 

The League apparently considered at first that unduly high Customs barriers, which 
hinder the marketing and the movement of goods, were the real cause of the economic 
difficulties in Europe and throughout the world ; it therefore endeavoured to induce the 
parties concerned to agree to a simultaneous and uniform reduction in their Customs tarUfs. 
This action on the part of the League of Nations was, however, rendered signally difficult · 
by the crisis of exceptional extent and duration which had meantime occurred . 

.After long and fruitless discussions, it was compelled to abandon this method. 
It was then thought desirable to fall back on the idea of a stabilisation of duties and at 

least to secure what was called a " Customs truce ", This scheme did not prove any more 
successful. 

Nor have the efforts of the Economic Conference with a view to stabilising the tariff 
regime arising from the commercial treaties so far led to the desired result • 

.As a matter of fact, Customs duties are an effect and not a cause. 
The cause of the present crisis, or rather the causes, for they are numerous, must be 

sought in the disequilibrium between the production of raw materials and the production of 
manufactured goods, a disequilibrium which is itseU attributable to over-rapid technical 
progress and the undue speed with which rationalisation has been pursued during the past 
few years ; in the absence of agreement between the principal centres and elements of 
production, each of which has developed independently without regard to the others, and 
finally in the defective distribution of markets by machinery badly organised for the 
distribution of commodities. 

Necessity of developing .Agreements between Producer1. 

If these views are accepted, then the means of remedying the crisis will take the form 
improving the operation of the machinery of production and distribution, and of regulating 
production and sale. This is, moreover, the method and form of international action 
employed or suggested in the case .of wheat. . . . . . . 

The production of raw matenal, the transformatiOn mdustnes and the distnbut1on 
of commodities are now dealt with by a large number of cartels . 

.As regards raw materials, it will be sufficient to mention potash, copper, zinc, tin, 
mercury, aluminium, superphosphate& and rock salt • 

.As reuards manufactured products, mention may be made of raw steel, cast steel, rails, 
tubes rolled wire, wagons, dye-stuffs, synthetic nitrates, incandescent lamps, enamel 
prod~cts, linoleum, heavy electric material an~ sugar. . . . 

. Reference may be made in the transport mdnstry to numerous mantrme pools, which 
supervise the freight market. . . . . 

These combines may also be clas.~ifie~ according to thell' degree of de!elopment: .some 
of them lay down national quot~s, ~ P.nces, allocate m~rkets a.nd ex_e~<'18e supervision at 
every stage of production and d1Btnbut10n. Others confine ~hell' a<;tlv1ty to one stage ?f 
production or trade and are less fully dev~lop.ed. ~orne denve thell' strength from thell' 
purely technical resources, others from thell' financial resources. 

Have these combines proved successful f 
No doubt they did not prevent the crisis from occurring. However, if they had been 

. more numerous and of longer standing, ~ they had b~n <;o~cluded for a longer period, it 
might perhaps have been possible to av01d the econollllc cns18. 
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I e Wherever these combines existed and wherever their action made itself felt 
n any cas , · d f 11 · h d · f the effects of the crisis were mitigated and the market, mstea o co apsmg, s owe Signs o 

comparative strength. . · d · 1 b' th 
I d d if we look around the economic world, we find that m ustna com mes are e 
nee, · · 'hh t df t sole element of order and orgawsat10n whic as s oo as . . 

The French Government considers that the true ~ethod - a~apted to Circumstances 
and deduced from experience - is the method_ of c?mbm~s. In this respect a_ stll;dY of the 
past confirms the lessons of the present. The situati~n pnor to the war~ a realisatiOn of the 
obstacles to the League's economic action, an analysis of_the attempts JUSt m_ade to form a 
sugar cartel or those which will soon result in the formatiOn of a wheat combme - all lead 
to the same conclusions. . 

This is the right road to take; it is the road that, we may hope, will. lead us to the 
result we seek. ill · · h · 

The task before us is still a very considerable one. It w consist m strengt ewng 
existing combines, and enlarging their field of a:ction, and in promoting new combines. . 

For example the international steel combme should be strengthened by an extension 
of the term of its' contract, and the geographical area it covers should be increased. 

The combine of French, German and Swiss producers of heavy electrical material, 
concluded for twenty years, should be extended to other countries. 

The negotiations between French, British, Belgian and German producers for the 
organisation of the coal market should be resumed, stimulated and brought to a successful 
issue. 

Products which have hitherto lain outside the field of international action but which 
occupy a prominent place in the economic sphere should be cartellised. 

Thus, agreements might be concluded in regard to chemical products (other than dye
stuffs already cartellised), in particular artificial fertilisers. 

Partial agreements have recently been concluded in the motor-carindustry. Thus, the 
European market might be divided by means of quotas amongst the various producing 
countries. 

As regards te.rtiles, the silk combine exists as yet only in rudimentary form ; it should be 
further developed. 

The international conferences regularly held by the wool industry also provide the 
elements of a rapprocheme11t1 which, without undue difficulty, should lead to the formation 
of a real cartel. • 

As regards timbP.,., the advantages of an international agreement are clearly evinced not 
merely by the chaotic state of the market but by the necessity of concerted action to reduce 
felling, and these circumstances will tend to promote the conclusion of such an agreement. 

Private Combines and Reductions of Tariffs. 

Further, the French Government does not advocate only the consolidation and 
extension of combines such as those hitherto in existence. It thinks that this economic 
policy should henceforth be conducted on lines calculated to give it a new character and 
increase its importance. 

Hitherto when negotiating or forming a combine, producers, in making their calculations 
have always regarded Customs duties as res acta, as one of the unchanging factors of the 
problem. _ 

Their agreements were to some extent based on Customs duties. They could stabilise 
them ; it did not seem, however, that they could exercise any far-reaching influence on the 
tariff policy of the participating countries. · 

The French Government considers that to-day, if combines are increased and extended 
they might directly affect Customs tariffs and change their aspect. ' 

Indeed, whenever a combine is sufficiently powerful, it regulates both quotas and prices. 
It reserves the home market for the producers of each country belonging to the combine : 
and at periodical meetings it fixes the quotas of imports to be admitted to the various 
countries at prices agreed upon after discussion. 

Hence the Customs duty on imported cartellised products is not so important as under 
the open ~ompetition system. It may be justifiable for quantities for which no quota 
has been fixed, but it loses its raison d'etre as a protective duty for quota consignments 
and for that category of products it becomes needless, since the national industry is already 
protected. 

I~ is therefore possible to contemplate a partial lowering of tariff barriers between 
the different cou~tr1es '!l'ithout in any way injuring the interests either of producers or 
consumers, a~d Without many way disturbing the national economy of the various countries • 

. The tariff would of co'?-fse not be abolished, because it is essential to be forearmed 
agamst th_e danger of dumpmg. The amount of the duty might conceivably be refunded, 
~owever, m respect of_ all prod~c~s clel!'red through the Custom.s with a certificate of origin 
Issued by the accredited ad~rustrat10n of the cartel. In this way products imported 
from o'!-e count~y to another m accordance with the quotas fixed by industrial agreements 
would m practiCe be duty free. 
vol Such a. SY:St~m would, moreover, constitute a kind of bounty to those accepting 

u~~a.ry disCipline, whereas the producers of countries refusing to enter international 
com 1~n;s would be excluded from the benefit of exemption from duty Such a system 
wou rustra.te -at all events, in respect of cartellised products - th~ artifices, such as 



-85-

direct ~r indirect expo.rt bounti~s, which are so frequently employed to upset markets 
and which favour unfair competitors to the detriment of the others. 

The French Government desires to add, moreover, that thoucrh it advocates this 
method and asks for it to be considered, it by no means rejects any othl'r which might 
lead to t~e same result, and, in particular, it is prepared to continue the negotiations alr~.>ady 
begun With certain countries with a view to the revision of existing tariffs. 

· There will obviously be objections to the cartel ml'thod, more especially since it is 
not a ne~ system and there has been ample opportunity to study it. 

~t will perhaps be said that the League has already attempted to give its patronage 
to this system and has had to abandon its attempts. Nevertheless, the Le1\gue's enquiril•s 
h~ve not been enti;e.l~ fi:uitless. They have given new prominence to the illt•a ; they have 
stimulated fresh nntiatives ; but for them, the newly created sugar syndi1•ato would 
p~rhaps never have been brought about. The coal cartel, which was impossible y~>sterday, 
will perhaps be formed to-morrow. A programme, if it is to be endowed with lifo, muNt 
not merely be right in itself, but circumstances and the moment must alike be f1\vourablo. 

It will be objected that the combine method does not lead to immediate rosuUs, that 
it requires long and detailed preliminary conversations and that the terms of the combine 
being revisable at fairly frequent intervals it will prove uncertain and will not engender 
permanent security. · 

Yet although the conclusion of agreements has hitherto proved slow and toilsomt~, 
although the agreements concluded may be frail, it may be hoped that their nE>gotiation 
will be less difficult and they themselves become more solid when the Governments and 
the League of Nations take them under their auspices, stimulate them and aMsist private 
initiative. 

Above all it is evident that the proposed Austro-German Customs Union, if it is to take 
shape, will require no less time and no less trouble. To dec.ide in principle upon a Customs 
union can quickly be done, but to bring it into being is a much longer process. In 
practice the Austrian and German Governments will be obliged to revise, article by article, 
the whole Commercial Convention which at present regulates trade between the two 
countries. There will be discussions and objections in regard to most of those articles. 
It will probably be necessary to establish intermediate tariffs to tide over the J>eriod of 
transition and to save a large number of Austrian industries from collapKe. Rl•member 
that in the "Salzburg" scheme set up in October 1918 half of the Austro-Hungarian itemR 
were, at the request of the Austro-Hungarian industries, provided with " intermediate 
tariffs " to meet the contingency of a Customs union with Germany. 

The comments which accompanied the publication of the draft in tho countries 
concerned openly admit moreover that a very long period would be necessary before the 
union .could be completed. 

Within that period how many international combines could be concluded I 
Lastly, when we come to fundamentals, it seems that the method proposed by the 

French Government is not essentially different from that which the Austrian and German 
Governments are to put into practice. 

In either case the method is to examine an article or a material and regulate its 
production and sale by means of an agreement. 

The method advocated by the French Government which is no less rapid or adaptable 
than the Austro-German method and does not substantially differ from it offers undoubted 
advantages over it. 

The French programme takes no account of frontiers ; consequently it does not present 
any political dangers nor does it give rise to any kind of suspicion. 

It does not lead to the creation of rival economic units. It does not leave the League 
of Nations outside the scope of the action it recommends; it will come into effect within 
the framework of the League and with the League's help. 

Lastly, it does not deliberately discard all that has been attempted hitherto. It is 
based on experience ; it is the crown of ten years of incessant effort. 

For all these reasons the French Government feels justified in thinking its method 
pr(lferable to that of the Austro-German Customs Union. 

It proposes that, since a general action to bring about the immediate and simultaneous 
lowering of Customs duties has not succeeded, the economic life of the nations, each material 
and product being dealt with il!- turn, should be organised at an. !1-ccelerate.d ra~e, by 
developing the system of combmes and cartels, regardless of politiCal frontiers, m the 
certainty that in this way and in no other way Customs barriers will gradually be eliminated 
smoothly and without disturbance. · 

It proposes the immediate convening of a conference similar to those held at Paris 
to study in a strictly practical spirit the problem of wheat, or the appointment of a committe 
of experts similar to the delegation formed by the Financial Committee of the League of 
Nations f~r the purpose of drawing up a practical scheme of agricultural mortgage credit. 

- It proposes that that committee or conference should be asked to determine what 
industrial combines it is most important and easiest to strengthen, extend or create, and 
what inter-State Customs agreements should be made to supplement such combines. 

Thereafter the French Government proposes that with the help of the experts and 
under the auspices of the various Governments the various ind~strial interests s~onld be 
invited to confer together and conclude. agreements, on the basis of. the plan laid down, 
to introduce greater order into production and trade and to establish peace on a more 
solid basis. 

• • • 
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JII. THE SPEC'IAL SITUATION- OF AUSTRIA. 

It would be desirable that the general program~e '!f Eur'?pean economi~ rest.oration 
should be completed by exceptional measures enabling Immediate and effective aid to be 
given to Austria. . . . . . . 

A tria situated as she is in a pivotal positiOn m Central Europe, 18 bound to live mainly 
on h~~ fo~eign trade with European c'?untri~s. In normal years she sells 49 per cent of her 

orts to European industrial countnes - m other words 6 per cent, 10 per cent and 12 per ::%t more than Belgium, France and Germany respectively •. She als.o markets 28 p~r ~ent 
of her exports in the agricultural countries of Europe, of which she IS one of the pnncrpal 
sources of supply. . 

Austria is thus bound to suffer more than any other count~y fr?~ the sll_xmp m t~ade 
between European States, which are forced by the econonuc crisis t? ~th~raw mto 
themselves and it may justifiably be feared that, as a result, the difficulties she has 
experienced hitherto are being aggravated. . 

The Europe community can no more rest indifferent to this position than can the 
Government of Austria itself. 

It is an imperative duty for the .Austrian Gover.nment to remedy the evil in so far as 
the causes of that evil are due to its own act.ion. 

But the Powers to which Austria gave a solemn undertaking not to alienate her 
independence without the approval of the Council of the League and which mu~t see th~t 
nothing is done to jeopardise that independence, are also in duty bound to assrst Austria 
to economic prosperity, at all events in so far as her free existence is at stake. 

It is its sense of this moral responsibility which has led the French Government to the 
view that, in any scheme of European organisation, special consideration must be given 

_ to the economic difficulties of Austria. Indeed, the desirability of helping Austria's 
international trade was realised, when the new frontiers were fixed, by the signatories of 
the Treaty of St. Germain, who provided (Article 222) for the conclusion, for a period of 
5 years, of preferential agreements between Austria and the Succession States of the former 
Monarchy. For various reasons which need not be repeated here, however, that clause 
has not been applied. 

The French Government proposes that, under the auspices of the League of Nations, 
the European States which are Austria's principal customers should examine together 
the situation of that country and endeavour in concert with it to find solutions which, 
while compatible with their own interests, are at the same time calculated to improve 
Austria's trade balance by extending her markets. 

The facilities which the States concerned would be asked to grant may vary in each 
individual case; one country might grant tariff reductions on certain articles, another 
advantages in respect of transport, and so on. 

Further, it will have to be considered whether these concessions should or should not 
be counterbalanced by concessions on Austria's part. In the French Government's opinion, 
however, any such counter-concessions should not be of a preferential nature. 

Convinced as it is that Austria's difficulties are only temporary and are due to the period 
of economic adaptation through which that country is passing and that Austria will in the 
near future find sufficient opportunities for economic expansion by exploiting her natural 
resources and more particularly her water power, the French Government considers that the 
special regime contemplated should also be of a provisional character. 

A:-DY departure from the most-favoured-nation clause which may result in respect of 
Austrian goods would thus be strictly limited both as regards the time for which it would 
be applicable and the articles to which it would apply ; and, in view of its exceptional 
character, it should be welcomed by other countries. 

The French Government considers that this regime must not be established by bilateral 
agreements but by joint negotiations between the various States concerned and Austria. 

In applying the system of agricultural preference advocated by the present 
Memorandum,_ Austria, as one of the principal cereal-buying countries, will be asked to make 
by ~h_e reductions of Customs duties to which she would agree, a relatively greater fiscai 
B~rifice t~um _the ~ther countries. The French Government considers that, in order to take 
~h18 cont_nbution mto account and in view of the general considerations set forth above it 
18 only right and expedient that Austria, as compared with the other countries of Central 
and Eastern Europe, should be granted corresponding benefits in the programme of 
European mu~ual assistance. 

• • • 
IV. CREDIT PROBLEMS • 

. The applicati?n o! th~ programme set forth above should result in establishing, on the 
bas18 of co-operation mstituted b~tween '!oil the Powers concerned, a permanently easier 
:tmosphe.re. S~ch an at~osphere 18 essential for the fulfilment of the measures of financial 
o·operation Without which no plan of European reconstruction can be effectively carried out. 

capit!l !llovemen.t of capita~ from . co.untries possessing lendable funds to markets where 18 scarce 18 an essenttal prelimmary condition of such reconstruction. 
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. . Use_ful financial operations, however, will not become possible until the existing 
difficult1es have really been smoothed away, the French market being in a position, for its 
part, _to co-operate at once with the other markets where capital is held, ";th a view to 
ensunng the success of these operations, either under the auspices of the League or within 
the enlarged framework of private relationships between one financial market and another. 

As regards agricultural countries, the Financial Committee and the Committee 
appo~ted by the Commission of Enquiry for European Union acting on the initiative of the 
Co~cil o~ th~ League, hav~ just sot on foot a mortgage credit scheme 11·bich will give 
agncultunsts m those countnes means to obtain the long-term credits whil!h they at present 
lack or can obtain only at usurious rates of interest. As soon as its Statutes have bl'en put 
into force the new organisation will be able by issuing bonds in different markets to obtain 
the capital necessary to enable it to operate. 

Here then is fresh evidence that, in a concrete case relating to a specific subjoCit, the 
competent organs of the League are fully capable of establishin~t an institution which can 
secure the support both of the Governments concerned and of the financial ciroli!S which 
will have to operate it in accordance with the ordinary rules of business. The l<'ronch 
Government hopes, for its part, that the new institute will have an opportunity of proving 
its worth at the earliest possible moment. 

It thinks, however, that, side by side with this first achievement, or with any similnr 
one which might be attempted, it would be no less desirable in a neighbouring fitlld to 
contemplate and to urge intervention by the League on a still wider scale. 

Indeed, from the general point of view of the need for capital, whether European or 
from overseas Members of the League of Nations, it may be noted that a large numbor of 
transactions must, in view of their size, be effected by co-operation between the banks of the 
different markets, both in the case of State loans for currency purposes and for financing 
large programmes of public works. In the absence of any specialised international organ, 
such transactions at present give rise to competition which is often needless and indeed 
harmful, the different markets having ultimately to reach agreement for the realisation of 
such projects. 

For this category of transactions the French Government suggests for its part that tho 
League's Financial Committee should be permant>ntly empowered to receive requests from 
borrowing States, and by agreement with them to approach bankers in the various markets 
with a view to the formation of lending groups, which should, of course, be strictly 
international. In this way, the IIIDst flexible and closest link could be formed between 
the directing organs of the lending markets, treasuries and banks of issue and the borrowers. 
The security offered would have to be valued by an impartial examination, and any disputes 
arising out of the execution of contracts could themselves be referred to international 
authorities. 

Perhaps indeed the competent Committee of the League of Nations might undertake, 
at the same time, to study under what conditions really international bonds with wide 
possibilities of free circulation in every market should be created. 

The French Government feels there is no need to emphasise the importance of systematic 
intervention by the Financial Committee at any time when an urgent need for cal1ital is 
revealed throughout the world. 

As regards transactions of a different category from the above - whother they be 
short-, medium- or long-term- namely, such transactions as would be left to tho banks 
in the various markets, French credit institutions have always been desirous of co-operating 
with other lending markets in carrying them through. Contact has already been freqUimtly 
established on this subject. Apart from large issues which have been made on the .P~ris 
market, it may be recalled that the Bank of France has recently formed a group conHIHtmg 
of a certain number of French banks ; that this group has expressed its readiness either to 
act in concert with similar groups in other countries or to take action direct within the limit 
of its available funds, to satisfy any need for medium-term credits that may be manifested. 

In certain agricultural circles, on the other hand, insistence has been placed on the 
desirability of extending operations for financing. the ha~~sts_; th~ French Govem~ent 
for its part is ready to approach French banks which specla~Ise m this class of tran~act!on, 
and to consider with them any concrete proposals that rmght be capable of reahsatwn, 
either in France or for preference in agreement with other financial centres. 

Lastly, any noticeable improvement in international r~lations must in a_ny <;ase manifest 
itself on all markets by a resumption of normal transactiOns, a result whwh IH at present 
rendered difficult by the political atmosphere. This development would relate particularly 
to the following transactions : 

1. Readier admission to the market in various national centres of first-class 
securities which are at present too often quoted in their market of origin alone ; 
such quotation would permit companies concerned to become better known abroad 
and thus to obtain capital more readily there. 

. 
2. A more active participation of the various national credit instituti~ns in 

investments abroad, either of their reserve funds or of the proceeds of bonds 1ssued 
by specialised organisations. 
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3. Facilities, ~hich wo~ld constantly be extended, for J?lacing on the loan 
markets reliable foreign issues by means of appeals ~o the public,_ whether loans of 
public bodies, companies holding concessions or pnvate compames. 

A. wide policy of European collaboration must permit of progress in these three 
directions, limited solely by the necessity of furnishing th~ indispensable financial guarantees 
to private lenders. ~hat is. t? say, the programme outlined above corresponds to concrete 
realities and must give positive results. . . . . 

In applying the measures which have been outlined, It goes without saymg that the 
first efforts would be devoted to countries whose special situation demands immediate 
assistance. . . 

In this respect the action in favour of Austria which the present MemoranduJ? h~s 
in view in the industrial sphere would naturally be supplemented by a parallel actiOn m 
the financial sphere. . . . 

It further goes without saymg that the various parts of the constructive programme 
submitted by the French Government form a single 'Yhole and that finan~ial a~sistan?e 
must in the realm of industry, accompany the formatiOn of agreements which Will avmd 
the dangers of unbridl~d competition for the lending co~nt!ies. 

But above all, it Is clear, and one cannot too often msist on the fact, that such a 
program~e, if it is to be accomplished, presupposes a gen~ral desire _for peace ~ Europe. 
Without such a desire, those who have money to lend m the vanous countries, bemg 
anxious above all for security, will continue to avoid investing money abroad, whatever 
be the measures taken by Governments to secure their assistance. Thus, financial 
requirements are closely connected with political requirements, and any solution not 
based on collective co-operation in a plan for European re-organisation would prove to be 
fruitless. 

ANNEX 6. C.307.M.145.1931.VII. 
[C.E.U.E./27.] 

ADDITIONS TO THE AGENDA OF THE SESSION PROPOSED 
BY THE BELGIAN GOVERNMENT . 

• 
PROPOSAL BY THE BELGIAN GOVERNMENT FOR TIJE INSTITUTION OF A. 

PROCEDURE OF NOTIFICATION AND REDRESS IN MATTERS RELATING 
TO INTERNATIONAL TRADE. 

EXPLANATORY NOTE. 
[ Translati•>n.] Geneva, May 6th, 1931. 

Among the proposals put forward by the Belgian Government on December 11th, 
1930, in connection with the agenda of the Commission of Enquiry for European Union 
will be found the following suggestion : 

The system of permanent union which it is proposed to set up between the various 
European States implies, in the first place, the avoidance, so far as possible, by them of 
measures by which they might affect one another adversely. In the regulations, however, 
which they find it necessary to enact in the economic field, to safeguard national interests, 
sufficient allowance is not always made, particularly in times of emergency, for the interests 
of other peoples. Governments, being concerned primarily with remedying the internal 
difficulties with which they have to cope, frequently injure neighbouring countries by the 
measures they employ, arouse their resentment or even call forth reprisals. In this way, 
far from curing the evil, they have sometimes only made it worse. 

In the field of Customs policy, the Commercial Convention concluded at Geneva 
on March 24th, 1930, laid down a principle which merits attention in this respect. The 
Co~vention in~ti.tuted, in the ca~e of one. of the contract~ng parties finding it necessary 
to mcrease ~xistmg Customs duties or to Impose new duties, a procedure of notification 
and redr~ss m favour of the other contracting States. The latter States are thus given an 
opportumty of putting forward their interests and, if need be, asking for any necessary 
changes and adJustments . 

. Notv.:iths.tanding. the hope expressed by the Commission of Enquiry for Etiropean 
Umon at Its fust sessiOn, the signatory States, which met in conference at Geneva on March 
16th las~, were unable to agree upon the date for the putting into force of the Commercial 
ConventiOn. 

A.~ present it is imp?ssible to say whether the Convention can be applied at some 
~ter time, or whether the Idea on which it was based will be taken up again one day in other 
circumstances. It should further be noted that the Convention was only intended as a 
temporary measure. 

ln. th~se conditions i~ would se~m.particularly desirable to extract from the provisions 
embodied m the Con:ventiOn the pnnciple to which reference is made above to enlarge its 
~cope a~ far as possible, and to convert it into one of the permanent r~les governing 
mternational trade. 
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PROPOSAL BY THE BELGIAN GOVERNMENT RELATING TO THE DRAFT 
CONVENTION ON THE TREATMENT OF FOREIGNERS. 

EXPLANATORY NOTE. 

Geneva, May 6th, 1931. 

In its note of December 11th, 1930, the Belgian Government drew the at.t.ent.ion of 
the Co~mission of Enquiry for European Union to the draft Convention on the Trentml'nt 
of Foretgners. 

!his 9-uestion, which is raised in Article 23(t) of the Covenant, has been under 
cons1deratwn by the League almost since the beginning of its work. 

As the outcome of protracted preliminary investigations, a draft wr~s framed and 
submitted at a Conference which met in Paris on November 5th, 1929. After dl'libemUng 
for four weeks, the Conference was obliged to recognise that the complexity of the subject 
made it impossible to reach any generally accepted solutions for certain questions, and 
that the problem would accordingly have to be examined afresh. 

In point of fact, the amendments and reservations submitted during the diseussions 
were markedly retrograde as compared with the original draft, and indeed even with the 
measures already applied in a large number of countries. 

For this reason the Conference, on concluding its session, decided to submit the question 
for fresh examination by the Governments and drew their attention " to the expediency 
of drafting the proposed Convention on the most liberal lines, with the possibility of 
appending exceptions based on special situations of fact or of law at present exiHting, in 
view of which the Governments will put forward their proposals ". 

Being anxious to facilitate the action initiated in this sense, and to pave the way for 
a second session of the Conference in accordance with the programme mapped out, the 
Belgian Government made proposals to certain Governments which had diHplayed a 
sinlilar desire, with a view to conferring on the possibility of framing a draft on liberal and 
equitable lines, such as might receive the support of the other Governments. 

The Belgian Government has been gratified with the acceptance of its propos1~l by the 
various Governments it has consulted. Certain entirely unofficial convers1~tions were 
held in September and November 19301 and again in January 19311 between representatives 
of Belgium, France, Germany, Great Britain, Italy, the Netherlands and l:lwitzerland, 
with the valuable help of the Economic Relations Section in the League. . 

The concordance of views achieved during these negotiations made it possible to draft 
a Convention based on broader tendencies than that prepared by the Paris Conference. 
The Governments which took part in these conversations have appended the draft to the 
observations they have sent to the Secretary-General of the League. Their intention 
in so doing is to indicate the solutions which they would be prepared to recommend for 
adoption at a second session of the Conference, to facilitate the Conference's work thereby 
and to enhance its prospects of success. 

It was considered that this action merited the attention of the Commission of Enquiry 
for European Union. 

No system of inter-European Union is "Conceivable unless nationals and concerns in 
one European country receive in the territory of the others equitable treatment 
approximating so far as possible to that enjoyed by nationals of the country and national 
concerns. The main diilicultiea which have hitherto prevented the concluKion of the 
proposed Convention have been found to exist among the European countries. The 
Members of the Commission should therefore do their utmost to help in surmounting 
those difficulties. 

A.~EX 7. 0.354.M.153.1931. VII. 
[C.E. U.E/34.) 

DRAFT PROTOCOL OF ECONOMIC NON-AGGRESSION PROPOSED BY 
THE GOVERNMENT OF THE UNION OF SOVIET SOCIALIST 
REPUBLICS. 

The representatives of the undersigned European countries, 
Recognising that : 

(a) The mitigation. of th~ _crisis which ~ overtaken the national economy_ of 
most countries requires m additwn to abstentwn from war as a means for the aolutwn 
of international conflicts, the complete cessat.ion of all forma of econ?mic ag!P"ession, 
both avowed and concealed, by any countries or groups of countnes, agamst any 
other countries or groups of countries ; 
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(b) The cessation of economic aggression is an ess~ntia_l condit!on for t~e 
peaceful co-operation of States in the sphere of economiCs, l.lTespective of their 
political-economic systems ; 

(c) The cessation of economic aggression wou~d ~elp to put _an end to the prese~t 
atmosphere of mistrust, uncertainty and alarm, weighing so heavily upon the econonnc 
position; 

And hoping that all other countries inspired by their example will join this Protocol, 
Have decided to recommend their Governments to sign the following Protocol : 

1. The contracting parties once more solemnly confirm the principle, proclaimed 
at the International Economic Conference of 1927, of the peaceful coexistence of countries, 
irrespective of their social-political and economic systems. 

2. The parties undertake in their mutual relations to forego any discrimination 
whatever and to regard as incompatible with the principles of the present Protocol the 
adoption 'and application in their respective countries of a special system directed against 
one or more of the countries signing the present Protocol or not applicable to all other 
countries. -

This Protocol will be ratified and come into force between those of the contracting 
parties who give in their ratification papers to the President of the Commission for the study 
of a European Union. 

This Protocol may be subscribed to by all States in the world. Notification of 
adherence will be given to the President of the Commission for the study of a European 
Union, and it will immediately come into force between the State subscribing to it, and all 
other parties to it. 

The President of the Commission for the study of a European Union will notify all 
parties to the Protocol of every new ratification or of every adherent, as soon as ratification 
papers have been received. 

ANNEX 8. C.316.M:.146.1931. VII. 
[C.E. U.EJ29.] 

CUSTOMS EXEMPTION OF FUEL FOR MOTOR TRANSPORT 
CROSSING FRONTIERS BY LAND, WATER AND AIR. 1 

PROPOSAL BY THE GERMAN REPRESENTATIVE ON THE COMMISSION 
OF ENQUIRY FOR ~UROPEAN UNION. 

. Recent years have witnessed an extraordinary growth in the use of motor transport 
m European traffic, by land, water and air alike. On the road, the motor is predominant 
for. the conveyance of both passengers and goods ; in waterborne traffic, whether by sea 
or mland ~aterways, there has been a constant increase in the equipment of vessels with 
motors ; air transport has so far been confined exclusively to motor-driven craft. 

The provisions at present in force in the various European States as regards the 
C~stoms cle~rance of motor fuel for transport crossing the frontiers have failed to keep pace 
With_the rap1d growth of traffic; moreover, they differ in almost all countries. To facilitate 
traffic between the European States it would be desirable to have uniform regulations for 
Europe, s~ch regulations to take equal account of modern traffic requirements and of 
the f1scal mterests of the European countries. 

The G~ri_Uan Govern~ent accordingly considered that it should place this issue before 
the Comm1ss1on of Enqmry for European Union. 

It proposes, with a view to the further examination of the question : 

1. That the Communications and Transit Committee of the League be instructed 
to stu_!ly the matter further, in consultation, if necessary with the Economic 
Committee ; ' 

2_. That the -Governments of the States represented on the Commission of 
Enqwr;y: for European Union be requested to send to the Secretariat information 
concerrung the relevant regulations at present in force in the different countries. 

1 See Annex 2. 
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C.E.U.E./36. 

DRAFT CONVENTION ON THE TREATMENT OF FOREIGNERS. I 

DRAFT RESOLUTION PROPOSED BY THE BELGIAN GOVERNMENT. 

[Translation. 1 

The Commission of Enquiry for European Union, 
Considering that a system of co-operation between the European States is inconceivable 

unless the nationals and undertakings of one State rect>ive in the territory of the other Statt>s 
equitable treatment approaching, as nearly as possible, to that accorded to the nationals 
and undertakings of the State concerned ; 

Reaffirming that it would be desirable, as already asserted by the International 
Conference on the Treatment of Foreigners at the close of its first session on December lith, 
1929, to " draft the proposed Convention on the most liberal lines, with the possibility of 
appending exceptions based on special situations of fact or of law at prt>sent existing, in view 
of which Governments would put forward their proposals " ; 

Being informed of the steps taken in this sense by several of its Members with a view 
to ensuring the success of the second session of the International Conference on the 
Treatment of Foreigners, and of the conformity of views reached by them on the majority 
of important points ; . 

Being confident in the successful issue of the combined efforts of all ita Members in this 
field: 

Invites the latter to give their whole attention, in a spirit of genuine international 
co-operation, to the various problems raised by the drafts of the Convention on the 
Treatment of Foreigners, and to take all useful steps to enable the delegates of the European 
States at the next session of the Conference to be furnished with instruction a allowing of the 
conclusion of a convention representing a real improvement, in the system of European 
economic relations. 

Mo'NEX 10. 

ESTABLISHMENT OF A PROCEDURE 
APPEAL, AND STABILITY IN 

· INTERNATIONAL TRADE. 

O.E. U.E./3IS. 

FOR NOTIFICATION AND 
THE CONDITIONS OF 

DRAFT RESOLUTION PROPOSED BY THE BELGIAN, LUXEMBURG 
AND SWEDISH GOVERNMENTS. 

[Translation. 1 

The Commission of Enquiry for European Union, 
Considering that the state of constant co-operation which should be at the foundation 

of the European Union implies primarily that the States composing the Union should, as 
far as possible, avoid all action by which they might injure one another, and that the 
observance of this principle is specially to be recommended in 1ihe field of international 
trade; . 

Holding that it would be desirable accordingly that no European State should put in 
force any Customs measures which might; injure the trade of the other European States, 
without having first notified them and given serious consideration to any observations they 
may offer; 

Holding, further, that it is desirable to ensure the stability of commercial relations, and 
that the European States should with that end in view refrain, as far as possible, from 
availing themselves of the right to denounce their commercial treatiea ; 

Recommends its Members to conform to the utmost possible exten1i with 1ihe rulea above 
enunciated, and to adopt; them as fundamental principles of the system of international 
commercial relations. 

• See Annex 6. 
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A.J\'SEX II. C.E.U.E./37. 

SUGGESTIONS FOR SOLVING EXISTING PROBLEMS AS REGARDS 
AGRICULTURE, PRODUCTION AND TRADE, AND CREDITS. 
DRAFT RESOLUTION PROPOSED BY THE FRENCH DELEGATION. 

[Tra11Bltllion.] . . . 
The Commission of Enquiry for European Union considers that the followmg are the 

most urgent economic and financial problems calling for practical solutions : 

1.. Agricultural problem : marketing of cereals of c.entral and Eas~ern E.u!o~ea~ S~ate~ ; 
2. Problem of production and trade, more particularly marketmg CriSis m mdustnal 

countries; 
3. Problem of credits. 

Accordingly, . . 
1. As regards the agricultural problem, it recognises that apart from the measures now 

in course of preparation or execution (organisation of the grain market, agricultural 
mortgage credit), the establishment of a p~efer~ntial agricultural. regime would have the e~f~ct 
of lightening working costs, and of ensunng m the abnormal Circumstances now prevailing 
a price which would afford a profit for the Central and Eastern European grain exporters. 

Having noted the recommendation passed by the Wheat Committee which met in Paris 
from February 26th-28th last, the Commission of Enquiry requests its President to convene 
that Committee again before June 15th with a view to deciding what measures shall be taken, 
with due reference to the results of the London Conference, in order to ensure the regular 
application of an exceptional regime of this nature and to co-ordinate the various 
arrangements made or contemplated with this object by the exporting States in agreement 
with the importing States. 

The Commission of Enquiry considers that the particular facilities in question, designed 
to meet the difficulties of the present situation, could be granted only as an exceptional and 
temporary measure and .subject to the rights of third States. · 

Further, the concessions which might be made in compensation should not be of a 
preferential character. 

2. As regards the problem of production and trade, the Commission of Enquiry for 
European Union recommends, on the one hand, the continuance of tariff negotiations and, 
on the other, the extension and development of private agreements. 

(a) It requests the Council to convene a meeting, when it thinks fit and after consulting 
the Economic Committee or its Bureau, to take steps for the application of the principles 
formulated in the Commercial Convention of March 24th, 1930. 
. (b) It invites the States to continue, and to endeavour to bring to a successful 
conclusion as rapidly as possible, the commercial negotiations entered into by agreement 
between various Governments and the British Government on the latter's initiative. 

(c) It decides to convene at Geneva in June next a committee of highly-qualified 
economic experts who, working in contact with the Governments and availing themselves 
of the work of the economic organisations of the League, will determine what private 
agreements might most profitably be enlarged or established and by what tariff 
arrangements they should be supplemented. These experts will be eight in number, one being 
appointed by each of the following Governments : Belgian, British, Czechoslovak, French, 
German, Italian, Polish and Swedish. · 

(d) The Comlnission of Enquiry for European Union, having considered the 
statements of the representative of Austria to the effect that that country is at present in a 
position calling for special and immediate measures, requests the Council to appoint a 
comlnittee of highly qualified persons to devise and propose such measures, to be taken 
by the Austrian Government itself or by the European community, as may be best calculated 
to remedy the difficulties of that country. 

This Committee should meet before June 15th, if possible, and should state the result of its 
work and any proposals it may have to offer at the next meeting of the Commission of Enquiry. 
· ~· ":ith !egard to ~he problem of credit, the Commission of Enquiry for European Union 

COD:Side_rs .It highl.Y desirable that the work of mutual aid among the European countries 
whic~ It IS pursmng may be seconded, thanks to the confidence which should result, by an 
effectiV:e policy of financial co-operation, more especially in the matter of long-term credit .. 

\~I\h a view to preparing for this co-operation, it requests the Council to appoint a small 
com1n1~tee o~ five _members, consisting of representatives of the Governments of those 
c~untn~s which _lnlght lend money, to consider, in conjunction with a delegation of the 
F man~u\1 Com~ttee, what practical steps could be taken to faciliate the issue of State loans 
0! a.n mter.na~10nal character by more active intervention on the part of the League of 
~ atloll:B, ~nthin the scope of its organisation and in agreement with the bodies controlling 
the pnnmpal markets. · · 

4. Treatment of foreigners. 
~- Having reg~rd to the capital importance of the problems of the trade in and 

\ransit of, cattle-rearmg products, the Commission of Enquiry for European Union requests 
t~~-competen~ organs of ~he League of Nations to push on the work already undertaken in 
twa matter With all possible despatch. 

,. 



· ANNEXE ll. 

REUNION RELATIVE A L':£COULEMENT DES STOCKS DE C:£REALES 1930, 
(Paris, du 23 au 25 fevrier 1931.) 

Acte final 

• 

ANNEX 12. 

MEETING FOR THE DISPOSAL OF 1930 CER.Ei\L STOCKS. 
(Paris, February 23rd to 25th, 1931). 

Final Act. 
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ANNEXE ll. 

R.£UNION RELATIVE A L'.£COULEMENT DES STOCKS DE C.£R.£ALES 1930. 

(Paris, du 23 au 25 tevrier I9JI.) 

Acte final. 

Les Gouvemements de l'ALLEMAGNE, de l'AuTRICHE, de _Ia BELGIQUE, de Ia BuLGARIE, 

du DANEMARK, de l'EsTONIE, de Ia FRANCE, de Ia GRANDE-BRETAGNE, de Ia GricE, de Ia HoNGRIE, . 

de l'ETAT LIBRE D'IRLANDE, de l'ITALIE, de Ia LETTONIE, de Ia LITHUANIE, du LUXEMBOURG, 

des PAYS-BAs,· de Ia PoLOGNE, de Ia RouMANIE, de Ia SuEDE, de Ia SUISSE, de Ia Tcu:EcosLOV AQUIE 

et de Ia YOUGOSLAVIE, 

A Ia suite de Ia r~solution ci-a pres, adopt~e le 21 janvier 1931 par Ia Commission d'~tude pour 
l'Union europ~enne: 

• La Commission d'~tude pour l'Union europ~enne, 

• Ayant reconnu Ia gravit~ exceptionnelle de Ia crise traver~e par les Etats agricoles de 
l'Europe centrale et orientale et Ia n~cessiM de porter remede a cette situation dans le cadre 
europeen, sans attendre les solutions de plus grande envergure qu'elle souhaite voir intervenir 
et qu'est notamment destin~e a pr~parer la Conf~rence du Bl~, convoqu~e a Rome le 
26 mars 1931, 

• Estime que cette situation pourrait ~tre grandement am~lior~e si les repr~sentants 
auto~s des pays int~ress~s de l'Europe (pays exportateurs de c~r~ales de l'Europe centrale 
et orientale et pays importateurs europ~ens) se r~unissaient a tres bref d~lai pour rechercher 
ensemble les moyens d'lcouler l'excldent de cblales actuellement disponible. Cette r~union aurait 
lieu, a Ia seule diligence du President de la Commission d'etude pour l'Union europ~enne,et 
ses conclusions recevraient leur application sans r~f~rence nouvelle ala Commission d'~tude. • 

_Ayant ret;u la convocation qui leur a ete adressee par le Secr~taire general de Ia Societ~ des 
Natl~':ls au nom du President de la Commission d'etude pour l'Union europeenne, en vue de 
partJcJper a une reunion ayant !'objet indiqu~ dans la r~solution ci-dessus mentionnee, 

Ont, a cet effet, design~ les d~legations suivantes: 

Premier diUgue: 

Le docteur HERMES, 

DIUguls: 

M. SARNOW, 
M. WEBER, 

Premier diUgue: 

Le docteur Richard ScHOLLER . . ' 
DIUgue: 

M. Henri ScHMID, 

ALLEMAGNE. 

Pr~ident des Associations agricoles; ancien Minis
tre des Finances du Reich. 

Conseiller au Ministere des Finances du Reich. 
Conseiller au Ministere de 1' Agriculture. 

AUTRICHE. 

Directeur de la Section ~conomique, Chancellerie 
fed~rale des Affaires ~trangeres. 

Conseiller de la Legation d'Autriche a Paris. 
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ANNEX ll. 

MEETING FOR THE DISPOSAL OF 1930 CEREAL STOCKS 

(Paris, February 23rd to 25th, 1931). 

Final Act. 

The Governments of GERMANY, AusTRIA, BELGIUM, BuLGARIA, DENMARK, EsTONIA, FRANCE, 

GREAT BRITAIN, GREECE, HUNGARY, the IRISH FREE STATE, ITALY, LATVIA, LITHUANIA, 

LUXEMBURG, the NETHERLANDS, POLAND, ROUMANLA, SWEDEN, SWITZERLAND, CzECHOSLOVAKIA 

and YuGOSLAVLA, 

~ 

In pursuance of the resolution set forth below, adopted on January :aut, I9JI, by the 
Commission of Enquiry for European Union: 

• 
" The Commission of Enquiry for European Union, 

" Recognising the exceptional gravity of the crisis through which the ·agricultural 
countries of Central and Eastern Europe are passing, and the necessity of remedying this 
situation in Europe, without awaiting those more far-reaching solutions which it trusts will 
be devised and for which the Wheat Conference, to meet in Rome on March :z6th, 1931, is to 
prepare; 

" Is of opinion that this situation could be greatly improved if the authorised representa· 
tives of the European countries affected (grain-exporting countries of Central and Eastern 
Europe and European importing countries) were to meet at an early date and make a common 
effort to find means of disposing of the grain surplus at present availabl1. The meeting would 
be called on the sole initiative of the President of the Commission of Enquiry for European 
Union, and its conclusions would be put into effect without further reference to the Committee 
of Enquiry." 

Having received the invitation sent to them by the Secretary-General of the League of 
Nations on behalf of the President of the Commission of Enquiry for European Union to take 
part in a meeting for the purpose indicated in the above-mentioned resolution, 

Have appointed for this purpose the following delegations: · 

First Delegate: 

Dr. HERMES, 

Delegates: 

"M. SARNOW, 
M. WEBER, 

Firsl Delegate: 

Dr. Richard ScHOLLER, 

Delegate: 

M. Henri ScHMID, 

GERMANY. 

President of the Agricultural Associations, former 
Minister of Finance of the Reich. 

Counsellor at the Ministry of Finance of the Reich. 
Counsellor at the Ministry of Agriculture. 

AUSTRIA. 

Director of the Economic Section, Federal Chan· 
cellery of Foreign Affairs. 

Counsellor of the Austrian Legation at Paris. 



BELGIQUE. 

Premier deUguJ: 

Son Excellence 
M. le comte DE ROMRfE DE VICHENET, Ministre plenipotentiaire. 

Dlllguis: 

M. VANDER VAEREN, 
M. Albert HENRY, 

Dellgue: 

Son Excellence M. Bogdan MoRFOFF, 

DIUgue: 

Son Excellence M. H. A. BERNHOFF, 

• 

DeUguJ: 

Son Excellence M. C. R. PvsTA, 

Dlllguis: 

Son Excellence M. Aristide BRIAND, 
M. A. FRAN~OIS-PONCET, 

M. Jules GAUTIER, 

M. LESAGE, 
M. Paul ELBEL, 

M. ESCALLIER, 

M. MASSIGLI, 

M. CoVLONDRE, 

Directeur g~n~ral au Minist~re de 1' Agriculture. 
Directeur g~n~ral au Minist~re de 1' Agriculture. 

BULGARIE. 

Ministre de Bulgarie a Paris. 

DANEMARK. 

Ministre du Danemark a Paris. 

ESTONIE. 

Ministre d'Estonie a Paris. 

FRANCE. 

Ministre des Affaires ~trang~res. 
Sous-Secretaire d'Etat a la pr~sidence du Conseil 

et a l'Economie nationale. 
Pr~sident de Section au Conseil d'Etat, Expert 

agricole de la SociH~ des Nations. 
Directeur au Minist~re de I' Agriculture. 
Directeur des Accords commerciaux au MinisMre 

du Commerce. 
Directeur du Mouvement g~n~ral des Fonds, 

Minist~re des Finances. 
Ministre pl~nipotentiaire; Chef du Service fran~ais 

de la .Soci~te des Nations, Minist~re des 
Affaires ~trang~res. 

Sous-Directeur des Affaires commerciales, Minis
t~re des Affaires etrang~res. 

GRANDE-BRETAGNE. 

Premier dellgue: 

Lord TYRRELL, 

Dlllguis: 

Sir Sydney CHAPMAN, K.C.B., C.B.E., 

M. WIGRAK, 

Ambassadeur d' Angleterre a Paris. 

Principal Conseiller economique du Gouvemement 
de Sa Majest~. 

Secr~taire a l'Ambassade d'Angleterre a Paris. 



Firsl Delegate: 

His Excellency 
Count DE ROMRtE DE VJCHENET, -

Delegates: 

M. VANDER VAEREN, 
M. Albert HENRY, 

Delegate: 

His Excellency M. Bogdan MoRFOFF, 

Delegate: 

His Excellency M. H. A. BERNBOFF, 

Delegate: 

His Excellency M. C. R. PusTA, 

Delegates: 

His Excellency M. Aristide BRIAND, 
M. A. FRAN~Ois-PONCET, 

M. Jules GAUTIER, 

M. LESAGE, 
M.P. ELBEL, 

M. EscALLJER, 

M. MASSIGLI, 

M. CoULONDRE, 
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BELGIUM. 

Minister Plenipotentiary. 

Director-General at the Ministry of Agriculture. 
Director-General at the Ministry of Agriculture. 

BULGARIA. 

Bulgarian Minister at Paris. 

DENMARK. 

Danish Minister at Paris. 

ESTONIA. 

Estonian Minister at Paris. 

FRANCE. 

Minister for Foreign Affairs. 
Under-Secretary of State to the Presidency of the 

Council and for National Economy. 
· President of Section at the " Conseil d'Etat ", 

Agricultural Expert to the League of Nations. 
Director at the Ministry of Agriculture. . 
Director of Commercial Agreements at the Ministry 

of Commerce. 
Director of the " Mouvement g~nhal des Fonds ", 

Ministry of Finance. 
Minister Pfenipotentiary, Head of the French 

League of Nations Department, Ministry of 
Foreign Affairs. · 

Sub-Director of Commercial Affairs, Ministry of 
Foreign Affairs. 

GREAT BRITAIN. 
FirsiDelegate: 

Lord TYRRELL, 

Delegates: 

Sir Sydney CHAPMAN, K.C.B., C.B.E., 

Mr. WIGRAM, 

British Ambassador at Paris. 

Chief Economic Adviser to His Britannic Majesty's 
Government in Great Britain . 

. Secretary at the British Embassy at Paris. 



DIUgui: 

M. R. RAPHAIL, 

Premier diUgtd: 

Son Excellence M. le baron VILLANI, 

DlUguls: 

M. Etienne DE WINCHKLER, 

M. FoDoR, 
M. Simon ENYED.r, 
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GRtCE. 

D~l~gu~ permanent du Gouvemement hell~nique 
aupres de Ia Soci~t~ des Nations. 

HONGRIE. 

Ministre de Hongrie A Paris. 

Conseiller de Section au Ministere des Affaires 
~trangeres, Sous-Directeur de la Section 
~conomique audit Ministere. 

Directeur de l'Institut d'Exportation agricole. 
Secr~taire de la Bourse de Budapest. 

ETAT LIBRE D'IRLANDE. 

Dlllgtd: 

M. F. J. CAWLEY, 

Premier dlUgul: 

Son Excellence M. G. DE MrcHELIS, 

Dlliguls: 

Son Excellence M. CIANCARELLI, 
M. I. BROCCHI, 
M. E. ANZILOTTI, 

M. G. c. STUCKY, 

M A. BERIO, 

Dlligtd: 

M. Emil WILLGRABS, 

Dlligtd: 

Son Excellence M. P. KLIMAS, 

Premier tliUgul: 

M.P. BRAUN, 

DIUgul: 

M. J. P. MERTZ, 

Premier SecrHaire de Ia Ugation d'Irlande A 
Paris. 

ITALIE. 

Ambassadeur, S~nateur. 

Ministre plenipotentiaire. 
Conseiller d'Etat. · 
Directeur g~n~ral de la Production industrielle 

et des Echanges au Ministere des Corporations. 
Pr~ident de la Fed~ration nationale fasciste des 

Meuniers. 
Premier SecrHaire de L~gation A Paris. 

LETTONIE. 

Conseiller A la Ugation de Lettonie A Paris. 

LITHUANIE. 

Ministre de Lithuanie A Paris. 

LUXEMBOURG. 

Conseiller d'Etat. 

Directeur de Ia FMmtion des Associations 
agricoles. 



Delegate: 

M. R. RAPHA!L, 

First Delegate: 

His Excellency Baron VILLANI, 

Delegates: 

M. Etienne DE WINCHKLER, 

M. FoDoR, 

M. Simon ENYEDI, 

Delegate: 

Mr. F. J. CAWLEY, 

First Delegate: 

His Excellency M. G. DE MICHELIS, 

Delegates: 

His Excellency M. CIANCARELI.I, 
M. I. BROCCHI, 
M. E. ANZILOTII, 

M. G. c. STUCKY, 

M.A. BERIO, 

Delegate: 

M. Emil WILLGRABS, 

Delegate: 

His Excellency M.P. KLIMAS, 

First Delegate: 

M.P. BRAUN, 

Delegate: 

M. J.P. MERTZ, 
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GREECE. 

Pennanent Delegate of the Greek Government 
accredited to the League of Nations. 

HUNGARY. 

Hungarian Minister at Paris. 

Counsellor of Section at the Ministry of Foreign 
Affairs, Sub-Director of the Economic Section 
at the Ministry of Foreign Affairs. 

Director of the Institute of Agricultural Expor
tation. 

Secretary of the Stock Exchange, Budapest. 

IRISH FREE STATE. 

First Secretary of the Irish Legation at Paris. 

ITALY. 

Ambassador, Senator. 

Minister Plenipotentiary. 
Counsellor of State. 
Director-General of Industrial Production and 

Trade at the Ministry of Corporations. 
President of the National Fascist Millers' 

Federation. 
First Secretary of Legation at Paris. 

LATVIA. 

Counsellor at the Latvian Legation at Paris. 

LITHUANIA. 

Lithuanian Minister at Paris. 

LUXEMBURG. 

Counsellor of State. 

Director of the Federation of Agricultural Asso
ciations. 



Premi" dtllguJ: 

Le docteur VAN RIJN, 

DlUguJ: 

Le docteur SEVENSTER, 

Premi" dtllgul: 

M. SoKOLOWSKI, 

Dtllguls: 

M. Adam RosE, 
M.A. ROMAN, 

Premi" dtllguJ: 

M. Ernest ENE, 

Dtl~guls: 

M. Cesar POPESCO, 

M. E. MARIAN. 
M. A. I. POPESCO, 

DtllguJ: 

M. 0. W. WINTHER, 

DtllguJ: 

M. w. LAESSER, 

Premi" dtllguJ: 

Le docteur Antonin PROKES, 

DtllguJ: 

Le docteur Ladislav FEIERABEND, 

Premi" dtllguJ: 

M. M. PrLJA, 

Dtllguls: 

M. L. GOTLIEB, 

M. 1e professeur M. ToDOROVI~, 
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PAYS-BAS. 

Conseiller agricole n~erlandais a Rome. 

Conseiller agricole n~erlandais a Paris. 

POLOGNE. 

Directeur au Ministere du Commerce et de 
l'Industrie. 

Directeur au Ministere de 1' Agriculture. 
Conseiller ~conomique au Ministere des Affaires 

~trangeres. 

ROUMANIE. 

Secr~taire g~n~ral du Ministere de 1' Agriculture et 
des Domaines. 

Directeur de l'Industrie au Ministere de l'Industrie 
et du Commerce. 

Directeur de l'Institut d'exportation. 
AttacM commercial aupres de Ia Ugation de 

Roumanie a Paris. 

SUEDE. 

Conseiller a Ia Ugation de Suede a Paris. 

SUISSE. 

Directeur de 1' Administration fed~rale des bles. 

TCHECOSLOVAQUIE. 

Conseiller supmeur au Ministere de I' Agriculture. 

Directe~ g~n~ral de Ia • Kooperativa •· 

YOUGOSLA VIE. 

Chef de Division au Ministere du Commerce et de 
l'Industrie. 

Directeur de Ia Societ~ privilegiiie pour !'exporta
tion des produits agricoles. 

Professeur a l'Universite de Belgrade. 



First Delegate: 

Dr. VAN RIJN, 

Delegate: 

Dr. SEVENSTER, 

First Delegate: 

M. SoKOLOWSKI, 

Delegates: 

M. Adam RosE, 
M.A. ROMAN, 

First Delegate: 

M. Ernest ENE, 

Delegates: 

M. Cesar PoPESco, 

M. E. MARIAN, 
M. A. I. POPESCO, 

Delegate: 

M. 0. w. WINTHER, 

Delegate: 

M. W. LAEssER, 

First Dele gate: 

Dr. Antonin PRoKES, 

Delegate: 

Dr. ladislav FEIERABEND, 

First Delegate: 

M. M. Pn.JA, 

Delegates: 

M. L. GoTLIEB, 

Professor jTODOROVIC, 
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THE NETHERLANDS. 

Netherlands Counsellor for Agriculture at Rome. 

Netherlands Counsellor for Agriculture at Paris. 

POLAND. 

Director at the Ministry of Commerce and Industry. 

Director at the Ministry of Agriculture. 
Economic Counsellor at the Ministry of Foreign 

Affairs. 

ROUMANIA. 

Secretary-General of the Ministry of Agriculture 
and Domains. 

Director of Industry at the Ministry of Industry 
and Commerce. 

Director of the Export Institute. 
Commercial Attach~! at the Roumanian Legation 

at Paris. 

SWEDEN. 

Counsellor at the Swedish Legation at Paris. 

SWITZERLAND. 

Director of the Federal Wheat Administration. 

CZECHOSLOVAKIA. 

Higher Counsellor at the Ministry of Agriculture. 

Director-General of the Kooperativa. 

YUGOSLAVIA. 

Chief of Division at the Ministry of Commerce 
and Industry. 

Director of the Privileged Company for the Export 
of Agricultural Products. 

Professor at the University of Belgrade, 
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Us de!egues suivants assistaient 1 cette reunion 1 titre. d'observateurs: 

M. Jose-Maria AGUINAGA, 

M. M. NoRDBERG, 

ESPAGNE. 

Premier Secretaire de 1' Ambassade d'Espagne 1 
Paris. . 

FINLAND E. 

Consul general, AttacM commercial de Finlande 
1 Paris. 

L'lnstitut international d'Agriculture de Rome s'etait egalement fait representer. 
Ces delegations se sont en consequence reunies 1 Paris, au Ministere des Affaires etrangeres, 

les 23, 24 et 25 fevrier 1931. . 
La Conference a confie la presidence aM. Andre FRANyOIS-PONCET (France), Sous-Secretarre 

d'Etat 1 la Presidence du Conseil et 1 l'Economie nationale . 

• 
La Conference a adopte les resolutions ci-apres: 

• I. La Conference, reunie 1 Paris le 23 fevrier, sur !'invitation de la Commission d'etude 
pour l'Union europeennE', 

• A pres a voir recueilli, confronte et precise les chiffres relatifs aux excedents de ble, 
disponibles jusqu'a la prochaine recolte dans les pays de !'Europe centrale et orientale, 

• A constate que ces excedents ne representaient qu'une faible part des besoins des pays 
europeens importateurs de ble. · . 

« Elle a enregistre, aussi bien chez les representants des nations normalement acheteuses 
de bles etrangers que chez ceux des nations qui n'en importent pas ou qui n'ont pas !'habitude 
d'importer des bles en provenance des pays consideres, la volonte de participer dans toute 
la mesure possible a l'achat des stocks reconnus disponibles dans les pays en question ou dans 
certains d'entre eux. 

• La Conference a acquis, de la sorte, la conviction que dans un delai rapprocM, les 
dispositions qui se sont affirmees au cours de ces reunions permettront le placement et 
l'ecoulement des 'quantites de ble excedentaires. 

« Quant au detail des operations de nature commerciale qui devront intervenir et aux 
stipulations des contrats qui lieront les acheteurs aux vendeurs et preciseront les conditions 
de leurs transactions, la Conference a reconnu qu'etant donne la grande diversite des cas, 
illui etait malaise de les fixer el1e-m~me de maniere identique pour tous, mais ses membres, 
pr~ts a reserver une certaine proportion dans leurs importations de bles etrangers aux bles 
originaires des pays consideres, s'engagent 1 provoquer le plus tot possible les contacts 
necessaires pour realiser ces transactions et repondre ainsi pleinement 1 la confiance que 
la Commission d'etude pour l'Union europeenne a mise en eux. Les resultats de leurs 
efforts seront communiques a la Commission d'etude pour l'Union europeenne lors de ses 
prochaines reunions. 

• 2. La Conference a etudie dans le m~e esprit les chiffres relatifs aux excedents de 
mars et d'orge. · 
. ~ Elle a constate que ces excedents~ concentres en 1;1n nombre plus limite de pays, sont 
mfeneurs, dans leur ensemble, aux besoms globaux de l'unportation europeenne pour l'annee 
courante. 

• Elle a constate, d'autre part, que les pays importateurs sont egalement disposes, 
comme pour le ble, a reserver une part de leurs importations de mais et d'orge etrangers 
~u mais eta l'orge originaire des pays en cause. Elle a note avec satisfaction que des achats 
unportants sont des maintenant realises ou en cours, et que certains pays ont pris des mesures 
speciales, dont !'application liberale facilitera l'ecoulement des stocks de certains pays 
exportateurs. 

~La Conferenc~ est d'~~;vis qu'une action semblable a celle. qu'envisage Ia resolution 
relative au ble devra1t ~tre m1se en reuvre par les pays europeens qw entrent en ligne de compte 
pour !'importation du mais et de l'orge . 

• 3· La Conference a reserve l'examen de la question du seigle et de l'avoine .• 
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The following delegates were present at this meeting as observers: 

M. J~Maria AGUINAGA, 

M. M. NORDBERG, 

SPAIN. 

First Secretary of the Spanish Embassy at Paris. 

FINLAND. 

Consul-General, Finnish Commercial Attach6 at 
Paris. 

The International Institute of Agriculture at Rome was also represented. 
These delegations therefore met at Paris at the Ministry for Foreign Affairs on February ZJrd, 

24th and 25th, 1931. 
The Conference appointed as its President M. Andre FRAN~oJs-PoNCET (France), Under

Secretary of State to the Presidency of the Council and for National Economy. 

The Conference adopted the following resolutions: 

·, I. The Conference, which met at Paris on February 2Jrd, on the invitation of the 
Commission of Enquiry for European Union: 

"Having collected, compared and exactly determined the figures relating to the surpluses 
of wheat available until the next harvest in the countries of Central and Eastern Europe; 

" Has noted that those surpluses represent only a small part of the needs of the European 
countries which import wheat. 

" It has further noted that both the representatives of the countries which normally 
buy foreign wheat and those of the countries which do not import foreign wheat or do not 
usually import wheat from the countries under consideration are willing to participate to the 
utmost possible extent in the purchase of the stocks of wheat recognised to be available In 
those countries or in some of them. 

" It is therefore convinced that the attitude revealed in the course of its meetings will, 
in the near future, enable the surplus quantities of wheat to be marketed and disposed of. 

"As regards the details of the commercial operations which will have to take place and 
the terms of the contracts which will bind the purchasers to the vendors and will define the 
conditions governing their transactions, the Conference recognises that, in view of the great 
diversity of cases, it would be difficult for the Conference itself to prescribe an identical 
solution for all; but its members, being prepared to reserve a certam proportion of their 
imports of foreign wheat for wheat originating in the countries under consideration, undertake 
to initiate without delay the negotiations necessary to enable those transactions to be carried 
out, and thus to justify to the full the confidence which the Commission of Enquiry for 
European Union has placed in them. The results of their efforts will be communicated 
to the Commission of Enquiry for European Union at its forthcoming sessions." 

" z. The Conference has studied in the same spirit the figures relating to the surpluses 
of maize and barley. 

" It has noted that these surpluses, which are concentrated in a smaller number of 
countries, are less as a whole than the aggregate quantities of European imports needed for 
the current year. 

" It has further noted that the importing countries are also prepared, as in the case of 
wheat, to reserve part of their imports of foreign maize and barley for maize and barley 
originating in the countries concerned. It has noted with satisfaction that large purchases 
have already been or are now being made, and that certain countries have taken special 
measures which, if applied in a liberal spirit, would facilitate the disposal of the stocks of 
certain exporting countries. 

" The Conference is of opinion that action similar to that contemplated in the resolution 
relating to wheat should be taken by the European countries which are concerned in the 
importation of maize and barley._" 

" 3· The Conference reserved the rxamination of the question of rye and oats." 
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EN FOI DE QUOI les d~~~~ ont sign~ le IN FAITH WHEREOF, the delegates have signed 
pt~sent Acte. the present Act. . 

FAIT a Paris, le vingt-cinq f~vrier mil neuf DoNE at Paris, the twenty-fifth day of 
cent trente et un, en simple ex~dition qui · February, one thousand nine hundred and 
sera d~po~e dans les archiVes du Secr~tariat thirty-one, in a single copy, which shall be 
de Ia Soci~t~ des Nations; copie conforme en deposited in the archives of the Secretariat 
sera transmise a tousles Membres de Ia SocieM of the League of Nations, and of which au then
des Nations, ainsi qu'aux Etats non membres ticated copies shall be delivered to all Members 
ayant partici~ a Ia Conf~rence. of the League of Nations, and to the States 

non-members which took part in the Conference. 

ALLEMAGNE 

AUTRICHE 

BELGIQUE 

BULGARIE 

ESTONIE 

FINLANDE 

FRANCE 

GRtCE 

HONGRIE 

ITALIE 

Dr A. HERMES 

ScHOLLER 

Sous le b6n6fice dee dklarationa verbalee faltee t.la e6mce du s4 f6vrier 
relativeo t. Ia liberU du commerce dee drial• en Belgique •. ' 

DE ROMREE. 
J. VAN DER VAEREN 

Albert HENRY 

B. MORFOFF 

C. R. PUSTA 

Maunor NORDBERG. 

Andr6 FRAN~OIS-PONCET 
M. LESAGE 

Jules GAUTIER 

R. RAPHA~L 

Fr. VILLANI 
E. WINCHKLER 

Giuseppe DE MICHELIS 
B. J. CIANCARELLI. 
Eugenio ANZILOTTI. 

Albert BERIO 

GERMANY 

AUSTRIA 

BELGIUM 

BULGARIA 

ESTONIA 

FINLAND 

FRANCE 

GREECE 

HUNGARY 

ITALY 

1 
T'tJtUialioA, - Subject to the .....ro.l dec:larati mad · 

of trade in cerea1o in Belgium. 0118 e at the meeting of February 24th, reguding freedom 
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E. WILLGRABS 

P. :KLuus 

M. SoKOLOWSKI 
Ant. ROMAN 

J>r Ernest ENt 
~sar POPESCO 

E. MARIAN 

LAESSER 

F. Antonin PROKES 
FEIERABEND Ladislav 

M. Pn.JA 

LATVIA 

LITHUANIA 

POLAND 

ROUMANIA 

SWITZERLAND 

CZECHOSLOVAKIA 

YUGOSLAVIA 

Otficial No.: C.296.M.IJ8.I93I.VII. 
[C.E.U.E. 25.) 

ANNEX U 11. 

DISPOSAL OF 1930 CEREAL STOCKS. 

I. LETTER FROM THE BRITISH GOVERNMENT TO THE SECRETARY-GENERAL 
OF THE LEAGUE OF NATIONS. 

London, April 27th, 1931. 

With reference to the Final Act adopted by the Conference of representatives of the grain
exporting countries of Central and Eastern Europe and of the European importing countries 
which met at Paris from February 23rd to February 25th last', under the auspices of the Commission 
of Enquiry for European Union, I have the honour to inform you, on instructions from His 
Majesty's Principal Secretary of State for Foreign Affairs, that, although His Majesty's 
Government in the United Kingdom fully sympathise with the States bordering on the Danube in 
their present difficulties, they regret that they were unable to associate themselves with the 
declarations embodied in the resolutions contained in the Final Act of the Conference in view 
of the difficult situation in certain overseas countries, notably in Canada, Australia and India, 
on which the United Kingdom of Great Britain and Northern Ireland ordinarily relies for its 
supplies of cereals. 

- I shall be grateful if you will be so good as to bring this decision to the knowledge of the other 
Governments which took part in the Conference. 
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2 . LETTER FROM THE CZECHOSLOVAK GOVERNMENT TO THE SECRETARY
GENERAL OF THE LEAGUE OF NATIONS. 

[Translation.] Berne, May Ist, 1931. 

Roth internal and external trade in cereals and in the products manufactured from cereals 
are free in the Czechoslovak Republic. Under this legal system, the trend of events has been 
such that the Czechoslovak Republic can cover the greater part of its requirements in the matter 
of cereals and cereal products (especially flour)-for which it is not self-supporting-by imports 
from the agricultural States of Central and Eastern Europe. Taking the average for the four 
years 1926 to 19-29, the Czechoslovak Republic covered its imports in this way-by means _of 
imports from those States-as follows: wheat, 77 per cent;.wheaten flour, 43 per cent; and mau:e 
flour, 68 per cent. 

The Czechoslovak Government does not doubt that, even in the future, the Czechoslovak 
external trade in the commodities in question will develop in a manner favourable to the aforesaid 
Central and Eastern European_ States. 

Series of Publications: 1931.1I.B.s. Official No.: C.192.M.75-193i.II.B. 
[C.E. U.E.fE.C.F./2(2).] 

ANNEX 13. 

WORK OF THE COMMITTEE TO STUDY THE PROBLEM OF THE EXPORT 

OF FUTURE HARVEST SURPLUSES OF CEREALS. 

REPORT ON THE WORK OF THE FIRST SESSION OF THE COMMITTEE. 

(Paris, February z6th to z8th, I9JI.} 

The following members were .present: 

Chairman: His Excellency M. FRANcyOis-PoNCET, Under-Secretary of State, Prime 
Minister's Department and Department of National Economic Affairs (Franc;e). 

Austria: 

Belgium: 

Czechoslovakia: 

Estonia: 

France: 

Dr. Richard ScHOLLER, Director of the Economic Section, Federal 
Chancellery of Foreign Affairs. . 

M. Henri ScHMID, Counsellor of the Austrian Legation at Paris. 

M. M. SUETENS, Director at the Ministry for Foreign Affairs. 
M. VAN DER VAEREN, Director-General at the Ministry of Agriculture. 
M. Albert HENRY, Director-General at the Ministry of Agriculture. 

Dr. Ant?nin PROKES, Higher Counsellor at the Ministry of Agriculture. 
Dr. Ladislav FEIERABEND, Director-General of the " Kooperativa" (Union 

of Agricultural Co-operati~e Societies). 

H. E. M. C. R. PusTA, Estonian Minister at Paris. 

H. E. M. Ari.stide BRIAND, Minister for Foreign Affairs. · 
M. FRANc;:ois-PoNCET, Under-Secretary of State, Prime Minister's Depart-

ment and Department of National Economic Affairs. 
M. Jules GAUTIER, President of Section at ·the • Conseil d'Etat" 

Agricultural Expert to the League of Nations. ' 
M. LESAGE, Director at the Ministry of Agriculture. 
M. P. ELBEL, Director of Commercial· Agreement at the Ministry of 

Commerce. -
M. EscAI:LIER, Director of the • Mouvement g~n~ral des Fonds", Ministry 

of Fmance. - . 
M. MAS~IGLI, Minister Plenipotentiary, Head of the French League of 

Nabons Department, Ministry of Foreign Affairs. 
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France (continued): M. CoUI:OND~,. Minister Plenipotentiary, Sub-Director of Commercial 
Affarrs, Mmtstry of Foreign Affairs. 

M. P. ARNAL, French Consul. 
M. J. MARTIN, "Chef adjoint du Cabinet" of the Minister of Finance. 

Germany: Dr. ERNST, Director at the Ministry of Commerce. 
M. 0. SARNOW, Counsellor at the Reich Ministry of Finance. 

Great Britain: 

ItaJy: 
' 

Norway:' 

Switzerland: 

Yugoslavia: 

M. WEBER, Counsellor at the Ministry of Agriculture. 

Lord TYRRELL, British Ambassador at Paris 
Sir Sydney CHAPMAN, K.C.B., C.B.E., Chlef Economic Adviser to 

His Britannic Majesty's Government. 

H. E. M. G. DE MICHELIS, Ambassador, Senator. 
H. E. M. CIANCARELLI, Minister Plenipotentiary. 
M. I. BROCCHI, Counsellor of State. 
M. E. ANZILOTTI, Director-General of Industrial Production and Trade 

at the Ministry of Corporations. 
M. G. C. STUCKY, President of the National Fascist Millers' Federation. 
M. A. BERIO, First Secretary of Legation. . 

H. E. M. E. COLBAN, Norwegian Minister at Paris. 

M. W. STUCKI, Director of the Commercial Division at the Federal Depart
ment of Agriculture and Industry. 

M. W. LAEssER, Director of the Federal Wheat Administration. 

H. E. M. Constantin FoTITCH, Minister Plenipotentiary and Secretary-
~eneral of the Royal Ministry for Foreign Affairs. 

M. Milan ToDOROVIC, Professor at the University of Belgrade. 
M. M. PILJA, Chief of Division at the Ministry of Commerce and Industry. 
M. L. GOTLIEB, Director of the Privileged Company for the Export of 

Agricultural Products. 

* * * 
The Committee, the appointment of which was requested by the Commission of Enquiry 

for European Union at its discussion on January 21st, 1931, met at Paris on February 26th, 27th 
and 28th in order to examine the difficulties which may constantly arise in the future from the 
disposal of surplus cereals harvested in Europe and to suggest any measures calculated to remedy 
them, " including all Customs arrangements ". 

. I. The Committee recognised in the first place that the disposal of surplus Eu{opean cereals 
1s not merely a European but a world problem, and that a wholly satisfactory solution could be 
reached only by an understanding between all the parts of the world concerned. 
. , As compared with the pre-war figures, the total cereal-growing areas of Europe have not 
mcreased, although the yield is slightly greater. There is no over-production in Europe; there is 
over-production in the world as a whole, and, in view of the circumstances in which that over
production has taken place and the re-entry of Russian cereals into the market, it is c;:lear that the 
resultant crisis would not settle itself until after a long lapse of time and at the cost of great 
suffering. · 

The Committee therefore considers that it is in the interest of producers in every continent 
to act together with a view to checking the spread of the crisis. . 

If, in response to the wish expressed by the Commission of Enquiry for European Union, 
all the overseas countries concerned agree to take part in the Conference which has been organised 
by the International Institute of Agriculture and which is to be held at Rome from March 26th, 
the latter will provide an early opportunity for the exchange of views which is essential. 

II. With the above considerations in mind, the Committee entered upon the study of the 
proposals made to improve the European situation, and in the first place examined the advantages 
in Customs matters that the exporting countries of Central and Eastern Europe, which attach 
the greatest importance to them, asked certain European countries to grant. 

On this subject the Committee took into consideration the work already accomplished by a 
Committee of the Conference for Concerted Economic Action held at Geneva in November 1930, 
the findings of that Committee as a result of its work being still valid. It also learned tha~ practi~al 
attempts on the lines in question were shortly to be made by several European countnes, whtch 
stated that they intended to carry them out with due reference to the definitions and the safeguards 
laid down in the Annex to the Final Act of the November Conference. 

III. The Committee then turned its attention to other measures which seemed to it calculated 
to facilitate the regular disposal of the surplus cereals in question by improving the conditions 
of sale. In particular, it thinks that conditions and. costs of transport which limit the area in 

• 
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which these cereals can be disposed of will have to be examined by the national administrations 
of the transit and import countries. 

These measures-the effect of which, though no doubt limit~d, would neverth~less be far 
from negligible-might with advantage be supplemented by bankmg measures relatmg to sales 
and purchases of cereals and methods of paym~nt. _Thus it migh~ be po~sible to contempl~te 
for the discounting of bills a better use of markets m wh1ch the rate of mterest IS low, the warrantmg 
of goods and possibly the introduction of the system of negotiable transport docum~nts. . 

The Committee was also glad to note the progress recently made by exportmg cou~tnes 
in the organisation of their exports of cereals. It earnestly hopes that these efforts will be 
continued. 

As regards the purchasing countries, it also hopes that statistics will be collected more rapidly 
and in greater detail, in or~er to enable available ~tocks and requireme!lts to .be estimat~d at 
all times with greater certamty. Closer collaboration between the public serv~ces and pnvate 
trade would also facilitate and render more fruitful negotiations with the organisations of selling 
countries. 

The Committee desires to point out that several purchasers have expressed the hope that 
certain kinds of Danubian wheat will be better adapted to the preferences of the milling trade 
in their respective countries. They stated that action on these lines would undoubtedly lead 
to increased business and higher prices. 

IV. The Committee was most interested to learn that active progress was being made with 
the preparatory work for the creation of an international institute for agricultural credit. It 
awaits with confidence the continuation and completion of that work. 

V. The Committee desires to recommend that, agricultural phenomena being by their 
very nature liable to change, the problems arising out of the production of, and trade in, cereals 
in Europe may, if found necessary and at the most suitable time, be made the subject of further 
consultations under the auspices of the Commission of Enquiry for European Union. 

With reference to the considerations set forth in the first part of the present report, the 
Committee thinks it might be desirable for it to be in a position to submit a sl1pplementary report 
after the Rome Conference. 

SeTies of Publications: 193I.VII.3. 

ANNEX 14. 

Official No.: C.275·M.r27-193I.Vli. 
[C.E. U.E.23.] 

UNEMPLOYMENT. 

PROPOSALS OF THE INTERNATIONAL LABOUR ORGANISATION. 

Note by the Secretary-General: 
The Secretary-General has the honour to submit to the members of the Commission the 

following documents: 
(r) Proposals of the International Labour Office for practical action in connection 

with unemployment in Europe; · 
(2) Extract from the draft Minutes of the eighth sitting, on April 22nd, 1931, of the 

fifty-second session of the Governing Body of the International Labour Offlce; 
(3) Report of the Unemployment Committee, amended text adopted by the Governing 

Body at its fifty-first session, January 1931. 
As an introduction to these documents will be found a summary prepared by the International 

Labour Office, of the memorandum referred to under No. r. As will be seen from the Minutes 
(vide No. 2), the Governing Body of the International Labour Office instructed the Director to 
transmit the memorandum on unemployment to the Commission of Enquiry for European Union, 
together with .the Minutes of the discussions which had taken place in the Governing Body, the 
proposals ~vmg been made on the Director's responsibility. 

The Mmutes are communicated in their draft form, as they still have to be approved by 
the Governing Body at its next session. 

Th~ documents are submitted to the Commission in accordance with Resolution No. VI, 
pas:;ed m January 1931 by the Commission of Enquiry for European Union,l requesting the Inter
national Labour Office to acquaint it with the first results of the work undertaken on the question 
of unemployment. 

Summary of the Proposals of the International Labour Office for Practical Action in Connection 
with Unemployment in Europe. 

At ~ts fifty-second session (April 18th to 22nd, 1931), M. Albert Thomas, Director of the 
International Labour Offic:e •. put before the Governing Body of the International Labour Office 
a mem~andum! for. subffi!SSIO!l to t_he Commission of Enquiry for European Union; with a view 
to practical action m connection With unemployment in Europe. . 

1 See O{fieW ]OtWtulll, February 1931, pageo 209 and 473• 
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This docuf!l~nt bring~- out the specifically European aspects of world unemployment. It 
recalls the co~dibons peculiar to E'!rope as regards the causes of the crisis and the means employed 
to attenuate Its effects, mo~e particularly by means of unemployment insurance. It lays special 
stress, however, on two pomts: (1) the organisation of the finding of employment for workers· 
(2) the execution of extensive public works. ' 
. 1. European Labou_r Exchange. -The Convention on unemployment, adopted at Washington 
m 1919 by the International Labour Conference, laid the basis for the sound organisation of the 
finding of employment for workers. Of the twentv-four States which ratified that Convention 
tw:enty-one are in Eur~pe. The measures taken by them in the matter have certainly done some.: 
thmg to make the cns!S more be~able and even to attenuate it. It may be asked, however, 
~hethe~ the development. of publ~c employment exchanges in the various European countries 
IS sufficient. The Convention proVIded that the operations of the various national systems would 
be " co-ordinated by the International Labour Office in agreement with the countries concerned ". 
This provision has remained a dead letter so far. The time has probably come to attempt to 
apply it in the case of the European countries. 

Either the International Labour Office itself or some public institution of a non-commercial 
nature, established in connection with the Office, could act as a sort of clearing-house for the 
regular review of the demand and supply of labour in all occupations. What has been done as 
~egards the buying an~ se~ing of certain materials required. by industry might be attempted 
m the case of the <?rganisabon of the employment of workers, m order to give them all work and 
the means of subsistence under acceptable conditions. Such an institution would be a sort of 
European labour exchange. It would present a moral as well as a material advantage; it would 
give European peoples the habit of considering questions of employment, not merely from the 
national point of view, but from an international point of view. 

Recently, certain States have endeavoured to arrange exchanges of young workers, chiefly 
printers and hotel employees, with a view to enabling them to improve their knowledge of their 
trade and of foreign languages. The International Labour Office has acted as an intermediary 
in these exchanges. It has, moreover, with the assistance of various countries, done valuable 
work in the finding of employment for Russian refugees; in spite of particularly unfavourable 
conditions, employment was found for 35,000 of the refugees. 

The ground is thus not entirely new. If so desired, a European Labour Exchange could be 
rapidly set up and get to work within the actual framework of the many laws designed to protect 
labour markets against invasion by foreign labour. 

2. Programme of Extensive Public Works in Europe. - In a recently published study, the 
International Labour Office has pointed out the value for the various countries of a national 
public works policy laid down in advance and capable of alleviating, if not preventing, unemploy
ment, by holding over )lntil a crisis shows signs of appearing, the execution of works not absolutely 
required by a specific date. . 

Besides pointing out the importance of national public works as a partial remedy for the 
crisis, the Unemployment Committee, which met in January last, drew attention to "the possi
bility of Governments coming to an agreement, through the appropriate organs of the League 
of Nations, with a view to joint execution of extensive public works of an international character". 

Such work is of direct use to the country in which it is carried out, and it is of indirect, but 
not less vital, importance to other countries, through the substantial improvements which are 
provided for all concerned and through the orders of material or equipment and the demand for 
labour to which it gives rise. Such work would also present a psychological and moral advantage; 
it would interest all the countries of Europe in objects of a European character, and would thus 
develop that spirit of collaboration, that" European spirit", which it is the object of the Commission 
of Enquiry for European Union to create. 

Without attempting, at the present stage, to draw up a scheme, the International Labour 
Office directs attention to some ideas which have already been put forward in this connection. 

One such idea is for a great international road system to meet the requirements of a constantly 
increasing motor traffic. Special routes for motor traffic are everyw:here being made in the most 
advanced countries of Europe. They are, however, not connected w1th one ano~her. Such a road 
system should have main arteries, both l~ngit~dinal and transversal. There might, for. examp~e, 
be one main artery passing through Paris, VIenna and Athens, another through PariS, Berhn, 
Warsaw and Moscow a transversal trans-alpine artery and another from the Balkans to the 
Baltic. This would ;epresent the nervous system of the united Europe which it is desired to 
create. Ce . . al lr . 

A system of navigable ~aterways is. al~o needed. ~am region systems a eady exiSt 
and only require to be co-ordmated. The linking up of the ~me an_d the Rhone and _of the ~orth 
German system with that of the Danube would be enterpnses which would affect mternahonal 
waterways or waterways which pass through various countries. They would be of interest to a 
large number of commercial Powers of Western, Northern and Central Europe. 

The Director of the International Labour Office also refers to the problem of the international 
distribution of electrical power, already mentione? by the Belgian Government in a memorandum 
to the Commission of Enquiry for European Umon. 

He refers, lastly, to a scheme with which ~he Office has long ~een specially preoccupied-the 
uniform and concerted substitution on all railways on the contment of Europe of a system of 
automatic coupling for the present syst~m of screw couplin_g which stil!- causes. m~y fatal ~ccidents 
every year. According to the calculabo!ls of experts, this under!akmg, wh1ch IS so desirable on 
humanitarian, economic and even techmcal grounds, would provide work for more than 6oo,ooo 
men for five years. • 

• • 
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The Director of the International Labour Office emphasises the. fact th.at •. in the considerations 
set forth, he has systematically confined himself to what w~ stnc!lY. wtthm the competence of 
the International Labour Organisation and to th?~ questions .w1thm the compete~ce o~ the 
Organisation which could be studied by the CommiSSIOn of Enqurry fo~ European. Umo~ w1th a 
view to action in the near future. He fully realises that other economic or financ1~ ac~10n m~y 
produce a greater effect in reducing unemployment, ~ut notes the constantly re~u~g difficul!1es 
encountered in the negotiations which have been earned on for some yea~ past m t~1s connection. 
From the point of view of the unemployed, immediate results ar~ requrred; eyen 1f those ~esults 
are limited, it does not matter so much provided they are tang1ble. ~cc<?rdmgly, the D1rector 
of the International Labour Office has deliberately left out of account m h1s memorandum more 
far-reaching and, possibly, in the long run, more effective proposals, sue~ as ~roblems of wages 
and hours of work, which, in their connection with unemployment, ~ave g1ven nse to controversy 
between the employers' and workers' representatives on the Governmg Body. The study of ~hese 
wide problems will be systematically continued_as_part of the nofl!l~ work of t~e International 
Labour Organisation. In the proposals for submiSSIOn to the CommiSsion of Enqurry for European 
Union, the Director of the Office has confined himself to a few limited and definite suggestions 
concerned more especially with Europe. 

In order that they may be studied and set in motion as rapidly as possible, he proposes: 

(z) That a sub-committee of three members of the _Commission of Enquiry for European 
Union should discuss with three members of the Governmg Body of the International Labour 
Office, and with the assistance of experts-i.e., the heads of the competent administrations
the possibility of the immediate development of the international placing of workers and 
the migration of workers in Europe; 

(2) That another sub-committee, on which the Governing Body of the International 
Labour Office might also be represented (for labour questions), should draw up a scheme of 
European public works to be carried out in the near future. 

Proposals of the International Labour Office for Practical Action In Connection 
with Unemployment in Europe. 

(FOT submission to the Commission of Enquiry /01' European Unio11, May I9JI.) 

The Commission of Enquiry for European Union adopted, in January 1931, the following 
resolution No. VI: · 

" The Commission of Enquiry for European Union, 

" Being apprehensive in regard to the unemployment position in Europe and the very 
grave consequences it is producing; 

" Requests the Secretariat of the League to acquaint it at the May session with the first 
results of the work undertaken by the Economic and Financial Organisation and the 
International Labour Office referred to in Resolution 16 of the eleventh Assembly." 

A few days later the Governing Body, on the proposal of M. Sokal, Polish Government 
representative, instructed the Director to submit to it " a memorandum on the possibility of laying 
before the Commission of Enquiry for European Union, which will hold its meeting in May 
proposals for practical action in connection with unemployment ". ' 

The Director submits the following observations and proposals to the Commission of Enquiry: 

I. 

. . In order to ensure a reasonable division of work between the various bodies of the League, 
It IS necessary at. the. outset to de!ine exactly the competence of the International Labour Office 
and t~e part which It may take m any work which may be undertaken by the Commission of 
Enqurry for EuroJ>ea:n Umo~ with a view to reducing and, if possible, removing unemployment. 

_Unemp!oym~nt 15 a socfa! p~enomenon distinct in itself from the economic depression. It is 
J>C?SS!ble to 1magme an organiSation of employment such that economic depression might occur 
wtt~out t~e workers beiJ_tg inevit~bly thrown out of employment. Unemployment also exists 
dunng periods of ~nom1c prospenty. . 
has The most ~ous unemployment, however, is usually the result of economic depression. It 
. ev~ been ~~~-wrongly, .as a matter of fact-that it is only a symptom of depression. It 
15 certam that, '! 1t were possible !o prevent cyclical and accidental economic disturbances of a 
more or lf>!l!l lasting nature, the ch1ef causes of unemployment would be removed. 
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In September 1930, the Lea~e of Nations decided to make an enquiry into the development 
and ca~ses of the presen~ depress1on, and expressed the desire to obtain for this purpose the col
la~>?ration of the Inte.rnational La?our Office.. In January, ~he Governing Body adopted a resolution 
wh1ch ~raws atten~10n tc;» certam econonuc factors wh1ch produce unemployment (excessive 
production of certam agncultural products, maladjustment between the production of certain 
industrial products and the markets' power of absorption, the inelasticity in money and credit 
as relat.ed to the g:old supply, la~k of confidence causing an inadequate distribution of gold and 
of cred1t, the f~ 1'!- the p~rchasmg .power of certain countries with a silver currency, too high 
cost of production m ce~am countnes, disturbances in international commerce, maladjustment 
of l!lovement.s of population to .the resources of the world, extra-rapid development of labour
savmg machmery and of certam methods of rationalisation). In its studies the Office will 
endeavour to ~ppreciate !h~ importance of e!lch of t~est; factors; but, as rega;ds both Europe 
and the world m general, 1t 1s for the Econom1c Orgamsation of the League to study the remedies 
for the depression and to make the necessary proposals. 

At ~he same time, as was emphasised by the Governing Body in its January resolution, the 
International Labour Office has a specific part which it can and should play, under its constitution, 
in order to protect the wage-earners against the evils of unemployment and, if possible, to prevent 
the occurrence of unemployment even during periods of depression. Through the promotion 
of employment exchanges, unemployment insurance, a policy of public works and an appropriate 
international settlement of the problems of wages and hours of work, the Office can and must 
endeavour to promote an organisation of employment likely to alleviate the suffering caused by 
unemployment, and even to· prevent its recurrence. 

The question thus arises whether the International Labour Office is able, in its own strictly 
defined sphere, to submit definite proposals to the Commission of Enquiry for European Union. 

At this stage it is necessary once more to recall the general principles emphasised in the first 
note submitted by the Office to the Commission of Enquiry. The work of the International 
Labour Organisation is of a universal nature. By definition the Organisation, which was set up 
to protect all wage-earners, is concerned only with universal problems for which universal solutions 
may be found. The Conventions and recommendations adopted by the Conference are of this 
universal nature. The Conference, while it takes account of special circumstances, adopts rules 
which are to be of universal application. This must be specially borne in mind in the present 
case, since the economic depression is worldwide in its nature, its causes go beyond the frontiers 
of individual States, and the reactions of one country on another, and even of one continent 
on another, are appreciable and in some cases self-evident. The work on which the International 
Labour Office has been engaged since its establishment in connection with unemployment has 
always been of this universal nature. 

The Organisation cannot, however, leave out of account certain regional aspects of labour 
problems. The " Labour " part of the Treaties of Peace itself, and some of the Conventions 
adopted by the Conference, express or apply the principle that the solution of certain problems 
should be adapted to the nature of certain regions and to the circumstances of their social 
development. It may therefore be asked why the Organisation should not do for Europe what 
it has done for certain tropical countries. The unemployment crisis, while being worldwide, 
presents, nevertheless, certain aspects which are peculiar to Europe. 

Some of the general causes of unemployment which are mentioned in the resolution of the 
Governing Body, and with regard to which all the experts are in agreement, have exercised 
special influence in Europe. 

The agricultural depressic;»n is exceptio!lally serio~ in the. countx:ies bordering ~>n the Danube. 
The over-production of certam raw matenals and of mdustnal equ1pment, espec1ally as regards 
coal mines and certain of the engineering industries, merits consideration in its relation to 
Europe. The lack o~ confidence which l~ads ~o imperfect circ~la~ion of capital has its ~hief. source 
in Europe. Excess1ve cost of production IS also charactenstic of the European Situation, at 
least as regards the western and Mediterranean countries in which manufacturing industries 
are highly developed, but ~hich depend for. their raw m~terials on other parts of the world. It 
is the old industrial countnes of Europe wh1ch have particularly suffered m external trade from 
the establishment or development of new centres c;»f l?roduct~on in ~merica~ the Far East and 
even in the southern hemisphere, and from the artificial bamers to mternational trade and the 
difficulties created in such trade by the problem of political debts. As regards the adjustment 
of movements of population to the resources of the world, it is ~ Europe ~ore than anywhere 
else that there is possibly a surplus of workers as compared Wlth the available employment. 
Finally, the development of labour-saving machinery and of rationalisation raises problems of 
European organisation. . . 

As regards all these possible causes of econonuc diSturbance and of unemployment, the 
Governing Body recognised th~ir universal nature as well as their European n~ture. But there 
are still others which are pecuhar t.o Euro_pe. In mc;»st European .cou!ltnes dunng the war ~here 
sprang up various artificial industnes, which .have s~ce been ma!Dtamed ~ ~ res~t of ~atl~mal 
policies of protection. The e~tence. ~f ~uch mdustnes u'?der ordinary cc;»nditions lS not JUStified 
and compromises the econonuc ~quilib~um of the Contment by ~educmg the normal exports 
of the countries in which these mdustnes have always been earned on because of favourable 
physical and economic conditions. Thus Europe has become its own competitor on its own 
home market. The unemployment at present affiicting the ":ork.ers ~ Europe would appear 
to be attributable, to some extent at least, to a lack of orgamsatlon m Europe. 

The Economic Organisation of t~e Le~gue will no. doubt have oc~ion to sug~es~ to t~e 
Commission of Enquiry the steps which m1ght appropnately be taken m Europe. Similarly, m 



- II2-

h ·a1 h f the Office in accordance with ~din execution of the principles laid down t e spec! sp ere o • . . . h" h . ht . t I 
in the Conventions and recommendations, there IS certam action w 1c m!g . appropn!l ~ Y 
be taken to combat the unemployment at p~esent existing in. E~rope and w_luch, m the opm10n 
of the Office, should be brought to the notice of the Comnuss10n of Enqurry. 

II. 

unemployment Insurance. - The establishment of unemployment .insl!rance was t~e subject 
of one of the first recommendations of the International Labour OrganiSation. The obJect of the 
insurance is to compensate the unemployed to S?me extent for the lo~s of wage~. Nevertheless, 
in the opinion even of those who, like the Drrector, do not c?~s1der that msurance reacts 

· unfavourably on the re-employment of labour in spheres of actiVIty capable of development 
either within the country or abroad, insurance does not cure a country of unemployment. It 
simply provides a measure of assistance for the unemployed. . 

That, however, is in itself an appreci~ble. resul!. Th~ reserves accl!mulated ~y msura1:1ce 
during periods of activity and prosperity mamtam durmg penods of depression a certam purchasmg 
power amongst those who no longer find remunerative employment. They also maintain the 
moral of those concerned-a by no means negligible a~vantage. 1!1 a c~~nt~ in which une~
ployment exists, they ensure to industry and to soc1ety a. certam equilibnum. and a certam 
power of resistance which enables the country _better to Withstand the ~epresston. . . 

This was brought out in the recommendation adopted by the Washmgton Convention m 
1919, to the effect that " each Me~ber of the. International Labour Organisation establish an 
effective system of unemployment msurance e1ther through a Government system or through 
a system of Government subventions to associations whose rules provide for the payment of 
benefits to their unemployed members ". 

Up to the present, unemployment insurance has developed almost solely in Europe. Reference 
to the tables recently published 1 by the International Labour Office will show that systems 
of compulsory insurance against unemployment are already in existence in nine European 
countries (Austria, Bulgaria, Germany, Great Britain, Ireland, Italy, Poland, Switzerland (nine 
cantons), U.S.S.R.) covering more than 46 million workers, and that subsidised systems of 
optional insurance are in operation in eight couptries (Belgium, Czechoslovakia, Denmark,Finland, 
France, the Netherlands, Norway, Switzerland (fourteen cantons)) covering 2,8oo,ooo workers. 
This represents a considerable progress if it be remembered that, in 1919, the number of insured 
workers did not exceed 5 millions, the majority of whom-J,70o,ooo-were in Great Britain, 
which was the only country in which at that time compulsory insurance existed, and even then 
it applied to certain industries only. 

Much still remains to be done, however, in Europe in order to extend compulsory insurance 
to all countries of the Continent, and thus to increase the possibilities of economic co-operation 
on a footing of equality by removing the differences in the standard of living of the workers 
in the various countries. 

In order to expedite progress on these lines, not, indeed, in Europe only, but throughout the 
world, the Governing Body of the Office will no doubt decide to submit at an early date to the 
Conference, as already suggested by the latter, a proposal for transforming the Washington 
recommendation into a Convention. 

The Finding of Employment for Workers. - It cannot, of course, be maintained that 
unemployment is chiefly due to maldistribution of the labour supply. As has already been seen, 
the principal cause is the economic depression, which is aggravated in Europe by certain disturbing 
elements of a permanent nature. It is, however, quite obvious that a sound organisation of the 
finding of employment by public exchanges, such as are recommended in the Unemployment 
Convention adopted by the International Labour Conference at Washington in 1919, tends to 
render the depression less burdensome and even to reduce it .. Redistribution of labour and transfer 
of workers from one industry to another, adjustment of supply and demand by a sound organisation 
of vocational guidance, systematic preparation and diffusion of information concerning offers 
of employment-these are the most immediate and most tangible results obtained from the 
establishment of public employment exchanges. But, if appropriately organised, these exchanges 
can do more than this. When they see that the requests for employment are increasing, they can 
in~cate the appropriate moment for giving effect to a policy of public works, to which reference 
will be made later. They can be warned by employers who are rationalising their undertakings 
of the moment at which the process of rationalisation produces, at least temporarily, that 
unemplo~ent which is so often the price which must be paid, and they can take steps to meet 
the Situation. 

The International Labour Office will no doubt have occasion at an early date to promote 
!urther measures _of general interest for all the countries of the world. In the case of Europe, 
1t c;annot be demed that that continent has already shown considerable appreciation of the 
assistance to be deriv~ from the institutions recommended by the 1919 Convention, since, of the 
twenty-four States which have ratified the Convention, twenty-one • are in Europe, while one other 
European ~un~ry has been authorised by its national authority to ratify, and, in the case of two 
others, ratification has been recommended by the Government to the national authority. 

1 1~ Labotw Rnte., Vol. XXVII, No. 1, January 1931, pag,. 50 and following. In the case of Italy, 
tbe n~mbel" of ins or~ should be ~culated at s.ooo,ooo, iostead of 2,6oo,ooo. 

Allltna, BelgJUm, Bulgana, Denmark, Estonia, Finland, France, Germany, Great Britain, Greece, Hungary, 
lreland,ltaly, Luxemburg, Norway, Polan~. Roumania, Spain, Sweden, Switzerland, Yugoalavia, The three non-European 
Mantri<lo ~· India, Japan and the Umon of South Africa. Ratification has been authorised by the competent 
authority m tbe 'Netherlands; in Czechoslovakia and in Latvia the competent authority has been recommended to ratify, 
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.It may be asked, how:ever, whether this development of public employment exchanges in the 
vano~ European co~tries ~ sufficient. The Washington Convention provided that " the 
operat~ons of the van?us national s~stems would be co-ordinated by the International Labour 
Offic~ .m agreemen~ With the countnes concerned". It must be admitted that this particular 
proVISIOn has remamed a dead letter so far. The time has probably come to attempt to apply 
it in the case of the European countries. 

S~m~ Governments have already shown the importance which they attach to this provision. 
Thus, ~ 1ts last report on ~e enforcement of the Convention, the Polish Government expressed 
the destre that the International Labour Office, after consultation with the countries concerned 
should make proposals in order ~o render uniform the me~ho~s of finding employment. ' 

It wo~d, ho~ever,_be :poss1ble_to go fu~her. Even m bmes of serious unemployment, there 
are. of~en ';Ildustnes wh1ch m ~ertam countries are short of labour, and for the requirements of 
wh1ch 1t might be more econom1cal, from a general European point of view, to bring trained workers 
from another country_ rather than to attempt to adapt to employment in those industries 
unemployed workers m the country itself who might be skilled in other work. Either the 
International Labour Office itself or some public institution of a non-commercial nature established 
in connection with the Office could act as a sort of clearing-house for the regular review of the 
de~J!and and s~pply of_labour ~all oc~upations .. What has been done as regards the buying and 
sellmg of certam matenals requrred by mdustry m1ght be attempted in the case of the organisation 
of the employment of workers in order to give them all work and the means of subsistence under 
acceptable con~itions. Such an institution would be a sort of European labour exchange. If it 
could be established and brought into operation, the material advantage would be at once obvious. 
But the moral and, so to speak, psychological advantage would be at least as great. It would give 
to European peoples the habit, which they are still far from possessing, of considering questions of 
employment, not merely from the national point of view, but from an international point of view. 
Recently, certain States have endeavoured to arrange the exchanges of young workers, chiefly 
printers and hotel employees, with a view to enabling them to improve their knowledge of their 
trade and at the same time to acquire also a knowledge of foreign languages. In this connection, 
the International Labour Office has acted as an intermediary between various international 
associations of employers and workers interested in these exchanges. The absence of international 
systems of employment offices has constituted an obstacle to such exchanges, with the result that 
there has been created in some countries a certain amount of discontent and dissatisfaction which 
is. not conducive to harmonious co-operation. Doubtless it would be desirable that such an 
employment exchange should not be merely European, but should become universal. It seems to 
the Office, however, that, in order to be successful, the experiment should at the outset be limited 
in scope and carried out on conditions offering the possibility of success. In Europe, the way has 
been prepared by the various ratifications of the 1919 Convention, in addition to which there is 
the fact that the suggested exchanges of workers would be facilitated by the relatively limited 
extent of European territory and the relative proximity of the two points within which the 
exchanges would take place. If the experiment obtains the success desired, the scope could be 
enlarged so as to become worldwide, but it would appear that it should first be tried in Europe. 
Encouragement to undertake it is to be found in the work done by the Office, with the assistance 
of various countries, in the finding of employment for Russian refugees. In spite of particularly 
unfavourable conditions, it was possible to find employment for 35,000 of the refugees. 

Migration within Europe. -In addition to the problem of placing the individual worker in 
employment, which concerns particularly the skilled worker and the employer requiring his services, 
it is necessary to distinguish certain other mass movements of an international character which are 
caused by the necessity of adjusting population to the economic development of the various 
countries and which lead to the establishment of definite currents of migration of a more or less 
regular n~ture. Attention used previously to be co~centrat~d on. over~eas migration, w~ich wa_;; t.he 
largest in volume, and which was long the only ~md of ~tgrahon w1th regard to wh1ch statiStics 
were available. Closer study has shown that considerable rmportance mus~ be ~ttached also to the 
migration of workers from one E~op~an count_ry_ t? another. Such m1gra~10n has, moreover, 
developed according as overseas. mtgratlon has d1mm1shed through t~e necess1ty, a.t first scarcely 
felt but now increasingly appreciated and expres~d by European nations, of adaptmg themselves 
more closely to the possibilities of their own contment. . . . 

Migration of this kind has long taken place from Belgmm, Spam and Italy mto France, from 
Italy into Switzerland, and from Poland into Ger~any. F?r some ten years past regu.la~ movements 
have been observed from Poland, Czechoslovakia, Austna, Hungary and Roumama mto France, 
from Poland into Denmark, and from Austria and Czechoslovakia into Germany. There are m~ny 
other movements of the same kind. All these movements could not be left unregulated or senous 
difficulties of all kinds would have occurred. They required to be controlled, organised and 
regulated according to variations in the conditions from which they arose. A policy of bilateral 
internati~nal agreements has been developed for this purpose. It would appear that steps might be 
taken further to develop this policy. 

· In the first place, there might be developed amongst Euro~an count~ies greater e?'cha~ge of 
information on the changing ~onditions of ~he _lah?ur mar~et m th~ vaf!ous occuJ?ahons m ~he 
various countries so as to fum1sh full and obJective mformahon to enugrahon countnes concernmg 
the conditions of employment and residence obtaining in the immigration countries. This the 
International Labour Office has already done, to.the extent of th~ information which it. possesses, 
in the case of all the countries of the world, and 1t coul~ develop 1ts work even furt~er .~~ the case 
of such European countries as would be prepared to mcrease .the volume and reha~ility _of the 
information furnished. Here again, as in the matter of the finding of employment for mdiVIduals, 
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the International Labour Office could render undoubted service as a " clearing-house ", .unless 
ch duty could be better discharged by the European labour exchange suggested previOusly. 

su h d . . d 
The International Labour Office could, ho~ever, es~ially in vie~ of t e ubes asstgne 

to it by the Treaty of Peace, of which the essential f~ature ts. t.he prot.ectt<~n of the wage-earners, 
intervene in order to ensure that the living ~d workmg. con~ttlO~s of tmrmtp"ant workers a~e on 
the same level as those enjoyed by the subJects of the tmm.tgra~IOn ~ountnes .. Sue~ equahty .of 
treatment is very desirable, particularly in Europe. M~ny Immt~a!ton countnes,. ncb mdustnal 
countries have laid down for their workers standards whtch they legtbmately fear mtght be lowered 
if new arrivals were able to work on lower standards. Hence the util~ty of bilateral agreements 
between immigration and emigration. count~es. which, w.hile r~gulatmg_ ·the procedure for the 
recruitment and placing of workers wtth a vtew to the national mterests mvolved, also ensure to 
national and foreign workers the same treatment for the same work. Twenty-four such agreements 
are already in force in Europe, covering sixteen .States 1• Of these twenty-~o~r a~eements, 
eleven are agreements between Governments, four are a~eeme~ts b.etween a~mtm~trabons, fo.ur 
are non-official agreements, and five are clauses concernmg mtgratlon contamed m commerctal 
treaties. · 

This situation contains features which may inspire some degree of satisfaction. It would, 
however be desirable if it could be supplemented, for by no means all countries of emigration 
have as 'yet concluded agreements with countries of immigration. Among the former, Poland 
and Austria have each concluded five agreements, but Italy only three, Czechoslovakia three, 
Yugoslavia and Hungary two each and Roumania one. Among the countries of immigration, 
France has already concluded eight agreements and Germany five, but Belgium has only made four, 
Luxemburg two and Switzerland one. 

The International Labour Office is able to offer its services with a view to promoting the 
conclusion of further agreements. It can give still further help in establishing definite rules by 
embodying in a Convention the main principles on which every bilateral agreement should be 
based. Thus, the free circulation of workers, which is not less desirable than the free circulation 
of goods, would gradually be established in Europe and would at the same time be regulated and 
provided with safeguards. The provision of proper safeguards for emigrants and their suitable 
distribution in accordance with their capacities and the requirements of the countries of immigra
tion would regularise migration currents, and would probably increase their volume, thus tending 
to alleviate unemployment in countries which at present appear to be over-populated in comparison 
with their productive capacity and the opportunities of employment which they offer. 

Such are the lines on which the internal problem of migration within Europe may be dealt 
with. Europe, however, has been in the past, and still is to-day, mainly a region of transoceanic 

. emigration. Surely it would do well to try the method of the " united front ". A united Europe 
would surely be in a better position to negotiate migration treaties with oversea countries which 
would make due allowance for the requirements of both parties. Here, again, the work which 
might be done by the International Labour Office or an official institution set up in connection 
with it, acting as a clearing-house both for information on requirements and for the distribution 
of migrants, would be of great value. Moreover, a European organisation could consider the 
possibility of granting credits to countries of immigration which might require them in order to 
receive European immigrants, to establish them and to equip them. The policy of international 
credits which has recently been inaugurated for the benefit of European agriculture might also 
be applied in other directions. One of the most suitable and fruitful fields for such a policy would 
be the settlement in foreign countries of some proportion of the surplus working population which 
at present clogs the European economic system, and shows signs of becoming a possible social danger. 

Organisation of Public Works. -In a recently published study, • the International Labour 
Office has pointed out the value of a national policy of public works, for those countries which 

·have drawn up schemes in advance, in alleviating if not preventing unemployment. What 
is meant here is not the improvised organisation of " relief works " at a time when unemployment 
threatens to prevail or has already appeared. Improvised works of that kind can never be more 
than an uncertain palliative which produces comparatively little effect, and may even impede the 
resumed activity of private industry. On the other hand, however, the preparation of a well
thought-out scheme of public works useful to the community and economically profitable, to be 
carried out in sections as soon as an unemployment crisis shows signs of appearing, may be 
extremely effective. Work of this kind should be begun before unemployment becomes acute-e.g., 
when the number of unemployed amounts to about 4 per cent of the total working population. 
The work should, if possible, not create any artificial demand for labour. It should not induce 
regularly employed workers to leave their ordinary posts, nor should it provide employment for 
the unemployed as such. The necessary skilled labour should be found where it exists, and 
employment ~hould thus be provided for those who are out of work either directly, if they are 
capable of domg the work in question and in a position to take part in it, or indirectly by the 

• Tbe following are the State. para.. to the Treaties (the names in parentheses are those of the States with which 
the State mentioaed has CODCinded a bilateral treaty): G11'm4ny (Austria, Lithuaoia, Poland, Czechoslovakia, Yugoslavia); 
A,..lri4 <.Germany, F~, Hungary. Poland, Czechoslovakia); Belgitm1 (France, Italy, Luxemburg, Poland); DmmMII 
(Polaud), Fr~JRU (A~ Belg10m, Hungary, Italy, Poland, Czechoslovakia, Roumania, Yugoslavia); Hungary (Austria 
Frauce): /l<lly ~lgJum, France, Luxemburg): Latvia (Lithuania, Poland); Lioch11nslli11 (Switzerland)· Lill•ua11;~ 
(Germany, Latvia) 3 Lus,...btwg (_Belg~um.. Italy): Poland (Germany, Austria, Belgium, Denmark, Fran.;.,, Latvia); RaM_,. (France), Sfllilurlantl (Liechtentein); Cudtc•lova~ia (Germany, Austria, Frauce) • Yugoslavi• (Germany France) 

1 
Utu"'/>/Qy_, Mid Publu Wor~l. International Labour Office, Studi .. and R~, Series C, No. 15, Gen~va, 1931: 
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vacancie;; created in certain districts and certain undertakings. The work should, moreover, 
be.odrgarused on economically sound lines; in other words, the wage rates should be those normally 
pal . 

National J?Ublic w?r~. organised on these lines are bound to produce good results. Not 
o!!lY do they d1rect~y dim1msh the number of unemployed, but the economic activity which they 
stimulate, by ordenng toot;; and material ~om private industry, and by increasing the purchasing 
power of the worker (who m all cases rece1ves a higher wage than the sum which he might obtain 
!hrough a system of un.emplo~ent insurance or public relief), restores confidence in private 
mdustry and promotes 1ts actiVIty. · 

It will ~us be seen that g~ effects of various kinds may be produced by systematically 
planned p~~lic works, the executi~n ?f which can be adjourned in time of prosperity and hastened 
when a. cns1s appears. The publication of the International Labour Office analyses such schemes 
of public works and the effects produced in various European countries France Germany Finland 
Great Britain, S~eden, Norway, Switzerland and Italy. Up to the pr~nt, ho'wever, no ~oncerted 
sc~emes of public works plaru!ed on a European scale for the benefit of Europe have come into 
eXIStence. 

The Unemployment Committee of the International Labour Office drew attention to " the 
possibi?ty of. Gover_nment~ ~oming to .an agreeme~t through the appropriate organs of the League 
of Nations With a v1ew t~ )Omt execution of extensive public works of an international character". 
The yal~e of ~uc~ work IS two-fold .. It i~ of direct use to the country in which it is carried out, 
!1-nd 1t IS of mdir~ct but not l~ss v1tal Importance to other countries through the substantial 
1n1provements wh1ch are proVIded for all concerned, and through the orders of material or 
equipment and the .demand for labour to which it gives rise. Indeed, such work would also 
pr~ent a psychological and moral advantage. It would interest all the countries of Europe in 
obJects of a European character and would thus develop that spirit of collaboration, that European 
spirit which it is the object of the Commission of Enquiry for European Union to foster. 

It is interesting to note that the idea of great international public works has haunted the 
minds of all those who, for more than a hundred years past, have dreamed of a united Europe. 
It was the idea which Saint-Simon put forward so ably in his remarkable memorandum of IBIS. 
Quite recently it was put forward again by the American engineer, Dannie Heineman,l who 
endeavours to show that Europe, like the United States of America, cannot create economic 
equilibrium and close solidarity except by improving and developing the machinery for inter
course, roads and railways. 

It would no doubt be premature and presumptuous to attempt at the present stage to draw 
up a scheme of international public works for Europe. Some ideas have, however, already been 
put forward, and the International Labour Office may draw attention to them by way of example. 

One of such ideas is that of a great international road system. Europe already has, of course, 
numerous and fine roads; certain European road systems are among the finest in the world. But 
at the present day, when motor traffic is increasing so enormously and so rapidly, it surely can 
hardly be maintained that any of these road systems is entirely sufficient to meet the needs of 
international trade. Special roads for motor traffic are everywhere being made in the most 
advanced countries of Europe. They are, however, not connected with one another, but rather 
resemble scattered fragments of a body which has not yet come into existence and which does not 
even appear to have been imagined as a whole by any human mind.• Such an international road 
system should have main arteries, both longitudinal and transversal. There might, for example, 
be one main artery passing through Paris, Vienna and Athens, another through Paris, Berlin, 
Warsaw and Moscow a transversal trans-Alpine artery and another from the Balkans to the Baltic. 
This would, as it we~e, represent the nervous system of the united Europe which it is desired to 
create. 

A system of navigable waterways is also needed. Certain regional systems already exist and 
only require to be co-ordinated. The linking up of the 1:lliine ~nd the Rhone ~d of t~e N?rth 
German system with that of the Danube would be. enterpriSes. wh1ch would affect mte~natlonalised 
waterways or waterways which pass through vanous countnes. They would be of mterest to a 
large number of commercial Powers of Western, Northern and Central Europe. 

Something has already been done, though only on a small scale, in !he direction of transmitting 
electric current from one country to another. Arrangements for thiS purpose have been made 
between Switzerland on the one hand, and France, Germany and Italy on the other hand, as well 
as between France ;nd Belgium. The Belgian Government, ~ a memorandum ad~essed t? the 
Commission of Enquiry for European Union in January 1931, ra1ses the. problem of the mternatlonal 
distribution of electrical power. This wo~d be a!l e~tremel:y useful p1ece of work and would help 
to provide Europe with a unified economic orgamsatlon, w~1ch woul? be one of the surest pled&es 
of its political and spiritual union. It will, of course, be re:WsE:d that 1n1portant o~ders for.ma~en~ 
of various kinds would have to be placed in numerous countnes for an undertakmg of this kind. 

' Esquissu tl'u"' Eurof>• tiOifl/1111, Brussels, ·1931. 
1 Cf the recent schemes for motor roads worked out by M. P~liguet and M. L Lain6, who lay on- on 

the int....,;.tional character of their French roadway scheme. As regards the development of roil~y systems, the Oflice 
has received & copy of an inter-European an~ Asiatic railway schem~ subDlltted to the Commumcations and Trans1t 
Committee of the League of Nations by an ltahan engmeer, M. BarduUJ. . . . . 

1 Cf. "Lu d111U Eurof>u .. , by M. Delaisi, and " The Importance to be attributed to Electrictty for the Transformation 
of Europe, B" in a pamphlet by Mr. Heineman. 
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It · t ecessary to put forward too many suggestions of this kind at the present stage,. but 

d
15 no nevertheless be said concerning a scheme with which the Office has long been spec1ally 

a wor may n . · all il th c t" t f E f reoccupied-the uniform and concerted substitution on ra ways on e on me~ o ~rope ? 
~ suitable system of automatic. coupling for the present. system of _screw-couphng, wh1ch still 
causes many fatal accidents every year. In accordanc~ w1th a resolution ado~ted by ~e Labour 
Conference in 192a, a committee w~ set up ~o s~udy th1~ problem. T~at comm1tte~ got mto tou~h 
with the International Railway Umon, wh1ch ~~ stud~g the. techmc~,. economic and finan~1al 
aspects of the problem. The studies are p~oceedmg: satisfactorily, and 1t IS ~ol?ed that a solution 
may be reached in a comparatively short time. It IS not ~ecessary to explam m the presen~ note 
the details of what is being done. It may, ho~ever, b~ pomted out h?w In:~ch an undertakm~o.n 
so large a scale and presenting such great soc1al and, mdeed, econo~uc ut~ty (fo~ not only IS 1t 
economically desirable to save human lives, but even from the t~chmcal pomt of _VIew the change 
would present advantages) might. do t~ prom?te the solutio~ of the terr_1ble pr?blem of 
unemployment. A qualified expert g1ves the foll?wmg fi~res regardmg t_he oper~t10ns wh1ch would 
have to be carried out in Germany alone for the mtroductlon of automat.lc.couplmf:': 75o,ooo trucks 
would have to be equipped the total expenses would be about two milliard SWISs francs, and of 
this sum he estimates that only one-fifth would be absorbed by material and four-fifths, or 
x,6oo,ooo,ooo Swiss francs, by wages. Taking~ a ~asis a wage of 10 francs per day a~d estimating 
the period required for the work at five years, 1t will be seen that work would be proVIded for more 
than 1oo,ooo men for five years to transform the German material alone. The total number of 
railway trucks in Europe is six times as many as the number in Germany; thus, more than 
6oo,ooo workers would be provided with employment for five years if this work, which is 
of undoubted international utility, were undertaken. 

It is fully realised that these questions are new ones. They may encounter scepticism, they may 
disturb traditional views and arouse uneasiness among particular interests. Nothing can be done 
on the lines here suggested without a bold general conception, international financial co-operation 
and the sacrifice of certain narrow national interests. It would, nevertheless, appear that the 
idea of international public works is gradually making headway. In the discussion which took 
place on this point in connection with unemployment at the meeting of the Governing Body of the 
International Labour Office in January 1931, the German Government representative stated 
that the idea of public works carried out in accordance with international agreements might well 
be developed and might lead to practical results. He stated that certain .European countries, 
such as Great Britain and Germany, which have long suffered from an unemployment crisis, 
are meeting with increasing difficulties when they attempt to inaugurate public works of real 
economic utility. There remains the resource of undertaking international public works in 
collaboration with other States which have adequate funds at their disposal. · 

III. 

In the considerations set forth above, the Office has systematically confined itself to what 
fell strictly within the competence of the International Labour Organisation; nay, more, to those 
questions within the competence of the Organisation which could be studied by the Commission 
of Enquiry for European Union with a view to action in the near future. 

It is fully realised that economic or financial action may produce a greater effect in reducing 
unemployment. Great hopes are reposed in the development of International agreements for 
adjusting production to effective market demand, for distributing the available capital in a more 
satisfactory way, for reducing Customs duties and for facilitating the organisation of commerce. 
It is, however, impossible not to realise the constantly recurring difficulties encountered in the 
negotiations which have been carried on for some years past in order to put these ideas into appli
cation. It is impossible not to realise that, even if such a programme were progressively carried out, 
it would not be followed by an instantaneous recovery of the economic system whichis so profoundly 
disturbed. It must, indeed, be recognised that certain reform measures, such as the reduction 
of Customs barriers, might at first cause increased unemployment among certain classes of workers. 

From the point of view of the unemployed, immediate results are required; even if those 
results are limited, it does not matter so much provided they are tangible. The action proposed 
above would produce direct and speedy effects. For the same reason the Office has in the present 
memorandum deliberately left out of account more far-reaching, and possibly in the long run 
more ~ff~ive, proposals, which are definitely within the competence of the International Labour 
Org;t!l!Satlon, but for the immediate realisation of which the Organisation is not yet in a 
pos1t1on to take effective action. What the Office has in mind is the problems of wages 
and hours of work which, in their connection with unemployment, have given rise to 
controye_rsy ~tween the employers' and workers' representatives on the Governing · Body. 
No opm10n y;ill ~herefore be _stated in the present note concerning the immediate effectiveness 
of a reduction m the workmg: day or week, or of the maintenance (pending the raising) 
of wages as a mean~ of combatmg unemployment. It nevertheless appears certain that closer 
agreements ?n the lines o~ the Conventions with a view to improved conditions of labour, such 
as those wh1c~ the Offi~ lS at present endeavouring to promote in the case of coal mines, would 
decrease unfarr compe_tltlon and woul~ remove many of the causes of unemployment in Europe. 
The study of t~ese Wide problems. w~ be systematically continued as part of the normal work 
of the In~ernatlonal. Labour OrganiSation. The present memorandum is confined to a few limited 
and defimte suggestions, concerned more specially with Europe. 
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In order that they may be studied and set in motion as rapidly as possible, the following 
proposals are made: 

. " I. That .a sub-c?mmi ttee of three members of the Commission of Enquiry for European 
Umon should. discuss w1_th three members of the Governing Body of the International Labour 
Office, a~~ ~th the ~lStan~e of experts-i.e. the heads of the competent administrations
the poss1bility of the rmmediate development of the international placing of workers and the 
migration of workers in Europe. 

" 2. That ~mother sub-committee, on which the Governing Body of the International 
Labour Office l!ught also be represented (for labour questions), should draw up a scheme of 
European public works to be carried out in the near future. " 

It is quite realised that the adoption of these proposals would not mean the end of unemploy
~ent in Europe. It would, however, mean that some part of the work which could be carried 
out at once in connection with labour protection would have been attempted. 

Rapid action is possible in connection with the finding of employment and migration. If it 
is desired, a European Labour Exchange could be set up rapidly and could work on the lines 
laid down by the numerous laws intended to protect national labour markets against an excessive 
influx of foreign labour. The question of public works would, of course, require more time. Even 
in the national sphere, the difficulties have sometimes proved discouraging. Internationally, 
there will, of course, be still more obstacles. It will be necessary to overcome prejudices in many 
quarters. Technical and financial difficulties will be encountered. It must not be thought that, 
before they have been overcome, the present terrible unemployment crisis will have been remedied 
by a spontaneous recovery of industry. It must be remembered that depression may recur, and 
preparations must be made to set in motion the great international mechanism constituted by a 
far-reaching and well-considered scheme of international public works. It must not be forgotten 
that, in addition to the cyclical elements in the present depression, which act alternately in one 
direction and in the other, there are the elements of endemic unemployment from which certain 
great European countries have suffered for years past and will perhaps suffer for years to come. 
In the interests of all parties, Europe as a whole must show its sense of solidarity. Collaboration 
for the execution of great public works and for the institution of a European Labour Exchange 
would have a limited but nevertheless definite utility in reducing the number of the unemployed. 
It would, moreover, have considerable moral value for the development of European unity. If the 
Commission of Enquiry can transform these two simple formulre of systematic European col
laboration into reality, it will have proved the possibility of movement by moving. The action 
outlined above represents the two first steps which it is proposed that it should take. 

Geneva, April 15th, I9JI. 

THE GOVERNING BODY OF THE INTERNATIONAL LABOUR OFFICE. 

FIFTY-SECOND SESSION, A.PRIL I9JI, GENEVA. 
0 0 

Extract from the Draft Minutes of the Ei~hth Sittin~. 

(Wednesday, April zznd, I9JI, Afternoon). 

The eighth sitting of the fifty-second session of the Governing Body of the ~nternational 
Labour Office opened at 3.30 p.m. on Wednesday, April 22nd, 1931, at the International Labour 
Office, Geneva. . 

The following members were present: 

M. Arthur FoNTAINE (Chairman). 
Sir Atul CHATTERJEE. 
M. GEMMILL. 
M. jOHANSON. 
M. JouHAUX. 
Mr. KIRKALDY (substitute for Mr. Forbes Watson). 
M. KRUEGER (substit11te for M. Vo!/el). 
M. LAEMMLE (substitute for M. We1gert). 
M. I.AMBERT-RIBOT. 
M. MAHAIM. 0 0 

M. MARCHESI (substitute for M. Olivetti). 
M. MERTENS. 
M. DE MICHELIS. 
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M. MouN. 
M. MOLLER. 
M. OERSTED (substitute for M. Hoda~). 
M. PosADA. 
Mr. PouLTON. 
Mr. RIDDELL (s11bstitute for Mr. Robertson). 
Mr. ScHORcH (substitute for Mr. Moore). 
M. SoKAL. 
Mr. WoLFE (substitute for Mr. Lawson). 
M. YosHISAKA. 

Absent: 

M. CANTILO. 

The following deputy members were present: 

M. BACKLUND (substitute for M. Hueber). 
M. BRABLEC. 
M. CuRCIN. 
M. ERULKAR (substitute for M. Fujita). 
M. LECOCQ (substitute for M. Gerard). 
M. ScHEVENELS (substitute for M. Caballero). 
M. TZAUT. 
M. VANEK (substit11te for M. Oersted). 
M. ZULAWSKI. 

There were also present: 

M. Albert THOMAS, Director of the International Labour Office. 
Mr. H. B. BuTLER, Deputy Director of the International Labour Office. 
Mr. PHELAN and Mr. PoNE, Secretaries to the Governing Body. 
M. VIPLE, Chef de Cabinet of the Director. 
M. BERIO, accompanying M. de Michelis. 
M. LABRIOLA, accompanying M. de Michelis. 
Miss CLARK, accompanying Mr. Riddell. 
M. HosoNo, accompanying M. Y oshisaka. 
l\1. IsHII, accompanying M. Yoshisaka. 
Mr. KERWYN DE MEERENDRE, accompanying M. Lecocq. 
Mr. MATHER, accompanying Sir Atul Chatterjee. 
M. PICQUENARD, accompanying M. Arthur Fontaine. 
M. Carlos PosADA, accompanying M. Posada. 
Mr. RoLLS, accompanying Mr. Kirkaldy. 
M. RosNER, accompanying M. Sokal. 
M. SJOSTRAND, accompanying M. Molin. 
Mr. SoMERVELL, accompanying Mr. Wolfe. 
M. WAI.INE, accompanying M. Lambert-Ribot. 

TWELFTH ITEM ON THE AGENDA: CONTINUATION OF THE DISCUSSION ON UNEMPLOYMENT. 

The DIRECTOR reminded the Governing Body of the conditions under which it had instructed 
the Office at its fifty-first session to prepare for the April session a memorandum on the possibility 
of laying before the Commission of Enquiry for European Union, which would hold its _next 
meeting in May, proposals for practical action in connection with unemployment, while 1tself 
continuing its researches and activity in the international sphere. . . 

The Unemployment Committee had not met again before the present session of the Govermng 
Rody, and, since the agenda of the present session was very heavy, the Office had mainly directed 
its efforts on the unemployment question towards preparing the memorandum on which the 
Governing Body was called upon to take a decision. 

In addition, the resolution adopted at the fifty-first session of the Governing Body had 
been communicated to the Organisation Sub-Committee of the Commission of Enquiry for 
European Union, which had referred to it in its report. If therefore the Governing Body approved 
the lines on which the Office in its memorandum proposed to lay the question before the Commission 
of Enquiry for European Union, the Office would send the memorandum to that Committee. 

The Director's report to the fifteenth session of the International Labour Conference would, 
moreover, deal more specially with the question of unemployment as a whole, so that the Conference 
could hold a general discussion on that question. 
. . The memora1_1dum submitted to the Governing Body might be considered to be of ~somewhat 

hmtted and cautious nature. Although the unemployment problem and its remedies were of 
a universal character, and the International Labour Organisation was concerned with solutions 
which might be applied to the whole world, there were nevertheless certain aspects peculiar 
to Europe, and it was of course with those aspects that the memorandum primarily dealt. 
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Th~ possible reme~ies for unemployment in Europe might be of a political, financial or 
economic character, w~tch removed t~em outside the competence of the Organisation. Thus, 
for exampl~, far-reach:mg. me~ures mtght be contemplated with a view to a Customs truce or 
a. m<?re ~ahsfactory. distnbuhon of gold, the improvement of the circulation of capital or the 
distr.tbuhon of c~edtt. The .Office c~uld, of course, refer to the importance of such elements; 
but tt.sh~ml~ mamly devote tts energtes to drawing attention to the measures and reforms which 
fell wtthm tts competence. However limited those measures might appear it felt that" it was 
its duty to recommend them. ' 

. M. Y~SHISAKA ~aid that t~e memor~ndum of the Office on unemployment from the European 
pomt of vtew contamed certam suggestiOns which deserved particular attention in view of their 
permanent character. 

. ~e memorandu~ dealt with certain phenomena and certain causes of unemployment which 
tt considered .as. specifically E:urope~n. Nevertheless, even within Europe itself, conditions were 
not always Slffi~ar, and the mtenstty and character of the crisis differed in different districts. 
Moreover, certam of those phenomena and causes existed to an even greater extent in oversea 
~ountries than in certain European countries. It therefore appeared that the measures proposed 
m the memorandum, as, for examp!e, the organisation of international public works, employment 
exchanges, and so on, co~d be apphe~ to oversea countries as well. If international public works, 
for example, were orgamsed on a wtder basis than that of Europe, it would be greatly to the 
advantage of the Europe workers themselves. The credits necessary for carrying out such work 
might also have a wider international character. 

The memor~ndum referred to the question of emigration only from the European point of 
view. Here agam the exchange of labour should not be limited to European emigration, but should 
aim at an exchange of workers between countries in all continents. There were some oversea 
countries whose interests were identical with those of European countries, and those countries would 
welcome international action on broad lines, especially in connection with measures of a permanent 
character. 

Incidentally, M. Yoshisaka would be glad if the Director would indicate on what legal basis 
the question of unemployment could be treated specially with regard to Europe. 

M. PICQUENARD said that, while it would be desirable for the Organisation to be able to put 
forward practical suggestions for remedying unemployment, he thought it might be dangerous 
to recommend measures which could not be carried out in the near future, as the prestige of the 
Organisation might suffer if they were unsuccessful · 

The memorandum of the Office expressed the opinion that a European Labour Exchange 
could be set up rapidly, but that the organisation of international public works would require 
more time. It might be questioned, however, whether the organisation of the Labour Exchange 
would not in fact encounter the same difficulties as the organisation of international public works. 
This depended on what the European Labour Exchange was to be. If it were proposed merely 
to centralise information concerning the labour market in the various countries, it could, of course, 
be organised at a very early date. · 

The information which the majority of European States furnished periodically to the Inter
national Labour Office under the Unemployment Convention might serve as a basis for its work, 
and if that information were published earlier, in more detail and with greater uniformity, valuable 
progress might be made. 

If, however, it were proposed that the European Labour Exchange should play ~ more ac~ive 
part, and should itself undertake to place workers in employment and to act as.an mtermedtary 
between applications and vacancies, its functions would be of a much more d~hcate nat~re 3'-nd 
would doubtless encounter serious difficulties. It was well known that the balancmg of apphcahons 
and vacancies within a country was a difficult matter, and the difficulties would ~e much greater 
when several different countries were concerned. Workers could not be treated as mterchangea~le 
merchandise; their origin was not a matter o~ indiffere~ce to their future employers. Fore!gn 
workers would obviously be more acceptable m proportiOn a~ the. cust?ms an~ ~ethods of workmg 
of their country of origin resembled those of. the country of tmmtgrahon. St~tlarly •. a count~ of 
immigration would obviously be inclined to gtve preference to ~orkers from netghbounng countnes, 
since their transport and possible repatriation would .be easter and.less costly. Moreove~, .the 
countries of emigration themselves would want to know m what countnes and under what condthons 
its nationals were to obtain employment. 

Questions of that nature had, up to the present, been. govern.ed by bilateral treaties, and it 
might be questioned whether they ~ould be more sahsfactofi!y . regulated by a EuroJ?fan 
organisation working on internationallmes. In any case, the n~gohahon~ would tak~ a long hme, 
so that the European Labour Exchange could not be put mto practical operation for some 
considerable time. 

Reference had been made to the action taken by the Office in placing refugees. But ·it must 
be remembered that only 35,000 persons had be~n dealt ~it~ in the course o.f several years, and 
that the operation was not really one of balancmg apphcabons and vacanctes. It re.ally came 
under the category of assistance, and was not carried out in order to supply defimte labour 
requirements. 

But, even if these difficulties were overcome, it was not certain that a .~uropean Labour 
Exchange would really bring practical relief to the present unemployment cnsJS. It could not 
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balance applications and vacancies unless both existed. Th~r~ woul~ be no. difficulty in ~nding 
available workers in most countries, but while the world cns!S contmued, 1t would be difficult 
to find countries where such workers could be e~ployed. As far as F~anc~ was concerned, labour 

tat present required in any occupation wh1ch could not be supplied e1ther by French workers :: ~f employment, or by the seasonal immigration which h.ad always. existed and which, o~g 
to the present crisis had been considerably reduced. In th1s connection, the number of foreign 
workers who left F~ce of their own accord was considerably higher than the small nu~ber who 
entered France, whereas, in preceding years, the exact contrary had been the case. Th1s state of 
affairs was likely to continue for months or even years to come. . 

In the circumstances, it must not be .expected ~at the European Labour ~xc~ange, .especl~Y 
if it were required to play an active part m the pl~~mg of workers, would provide unmedi~te relief, 
however slight, for the present unemployment c~s1s. . ~hat was, however, no reason why It should 
not be set up; it would no doubt be of a certam utlhty, but exagge~ated hopes should not be 
reposed in it. . 

As a practical conclusion, M. Picquenard suggested that the question should be referred 
to the sub-committee which the memorandum proposed should be set up. It would perhaps 
be desirable however that both countries of emigration and countries of immigration should be 
sufficiently ~epresent~d on the sub-committee so that all points of view could be taken into 
consideration. 

M. CuRciN pointed out that, in accordance with the instructions which it had received, the 
Office had to limit its study to the consideration of the social measures to be taken to counter 
unemployment, leaving aside the purely economic factors. That, in practice, was impossible, and 
it was probable that, if the Office had· been able to consider the question as a whole, the result of 
its studies might have been better balanced. In the introduction to the memorandum, the 
economic causes of the present crisis and of unemployment had been reviewed, but not very 
clearly or fully. Thus, the memorandum made no reference to the part played by Stock Exchange 
speculation, which was of the greatest importance, pal,iicularly since close connections existed 
between the principal stock markets of the world. It might, therefore, have been better to make 
no reference whatever in the memorandum to the economic aspect of the question. 

With regard to the remedies of a social nature with which. the Office considered itself 
competent to deal, it appeared, as M. Picquenard had suggested, that too optimistic a view had 
been taken of the immediate results to be obtained. In fact, economic measures alone could 
effectively remedy the general economic crisis and the resulting unemployment crisis. The 
measures which fell within the competence of the Organisation were really of a secondary character, 
and the memorandum attributed too much importance to them. 

The memorandum also contained certain contradictions. On the one hand, it called attention 
to the necessity of increasing economic collaboration on a basis of equality and of making efforts 
to render conditions of work uniform in order to decrease " unfair competition "; but, on the 
other hand, it made no reference to certain factors such as rates of interest of 10 to 20 per cent 
which, in the p(>orer countries of Eastern Europe, had a serious effect on costs of production. 
If there was to be any reference to competition, all its elements should be taken into consideration. 

M. Picquenard had referred to bilateral emigration treaties, but even countries where such 
treaties were in operation frequently expelled foreign workers. It had even happened that 
workers' organisations had demanded that foreign workers should be replaced by nationals. 
Before setting up labour exchanges to find employment for workers internationally, it would 
be necessary to leave foreign workers in the countries where they had already found employment. 

Reference had been made to the work of the Office in placing Russian refugees. That, 
however, had been an entirely different matter. It was not likely, for example, that the European 
unemployed would consent to work in South America . 

. With regard to public works, it seemed that, during the economic crisis, the budgets of the 
vanous States which mostly showed a deficit could scarcely be expected to bear the additional 
expense required for work mainly undertaken as a remedy for unemployment. It must also be 
considered whether the various countries would have sufficient credit to raise loans under such 
conditions. 

As regards the ~wo co!Dmi~tees sugges~ed at the ~~d of the memorandum, .he proposed that 
the first should consider pnmarily the question of requmng Governments to retam foreign workers 
who were already employed in their countries, and postpone until a later date its consideration 
of the ot~er subjects sug~ested in th~ m~mor~ndum, and that ~he .secon~ comm~ttee should in any 
case cons1der the financial and cred1t s1tuahon of the countnes m which public works might be 
undertaken. 

M. MOLLER said that he was greatly disappointed with the memorandum submitted by the 
0~~· I.t was true that the Office stated that the remedies proposed would not result in a definite 
el.lmm_ahon of unemployment but would merely tend to bring about its rapid reduction in certain 
d1rect10ns. The remedies suggested, however, appeared, in the light of the painful experience of 
the German workers, to be illusory. 

Unemployment insurance, for example, would be universally admitted to be nothing more 
than a remedy for the mi_se~ies cause? by un~mployment. a.nd 1_10t for unemployment itself. It might 
at ~he ~ost ha':e a certa~ mfluence m allev!atmg the cns!S, smce the relief paid to the unemployed 
mamtamed therr purchasmg power to some extent. 

With r~ard to public employment exchanges, it was difficult to see what useful purpose they 
served, even 1f they were to be developed as they had been in Germany, when there was no demand 
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for l3:bour. and the labour market w:u' overwhelmed with applicants for employment. In Germany, 
the sttuatlon was such that the mam function of the public employment exchanges was to register 
the number of unemployed. Under such conditions it was obvious that the establishment of 
employment agencies would not constitute a remedy f~r unemployment. 

The memorandum seemed to attach particular importance to the question of the exchange of 
~orkers to be organised by a European Labour Exchange. It was, however, probable that by the 
~~e that the :r-a.bour Exc~ange was ready to operate, the worst of the crisis would be over. Even 
if 1t c~uld begm 1ts operations at the present moment, it was doubtful whether it would prove really 
efficacious. All the labour markets of Europe were besieged by the unemployed, and only if the 
scope of the Employment Exchange extended beyond Euro~ and covered the whole world would 
it be possible to hope for any practical results. · 

With regard to the qu~tion of public works as a remedy for unemployment, it had been 
sugge;;ted as an e~ample that if the German railways equipped all their rolling stock with automatic 
couplmgs approx!IDately 1oo,ooo unemployed could be provided with work for a period of five 
years. Even if those figures were exact, it was difficult to see where the necessary financial resources 
co~d be fo~d to carry out such a scheme, which would cost approximately two thousand million 
SwiSS francs m Germany alone. The other proposals for public works, such as the construction of 
roads, ~ould encounter the same difficulty. All those measures would only have provided a 
remedy if they had been planned before the crisis and not when it was at its height. 

In the opinion of the workers' group, it was necessary to deal with another aspect of the 
proble~-. namely, that of production and consumption. On this point, the International Labour 
Orgams~t10n sho';lld endeavour to suggest some means of finding an equilibrium between the 
purc.hasmg ~apact.ty of the masses and production. It was true that the Office was bound by 
the mstructlons giVen by the Unemployment Committee and approved by the Governing Body. 
It mig?t perhaps have been advisable to have held a further meeting of the Unemployment 
Commtttee before the present session of the Governing Body in order that it might reconsider the 
question as a whole and put forward new proposals. 

The workers' group was also of opinion that one of the most urgent problems at the present 
time was to reduce hours of work and to increase real wages in order to bring hours of work into 
harmony with the productivity of the workers. Such an increase would not imply an increase in 
nominal wages, but rather a decrease in the prices fixed by trusts and cartels, calculated to increase 
the purchasing power of the masses. Since that problem appeared to fall within the competence of 
the International Labour Office, it was desirable that it should be considered without delay. 

Mr. WoLFE said that the British Government had no general observations to make on the 
memorandum of the Office. He agreed with M. Picquenard's suggestion concerning the conditions 
under which the proposal to set up an International Labour Exchange should be referred to the 
proposed sub-committee. It was essential in his view that, before such an organisation was 
contemplated, national systems of employment exchanges should exist in the different countries 
similar to those already existing in Great Britain and Germany. Until the different countries had 
set up a system of employment exchanges it was not possible to organise such a system on an 
international basis. The sub-committee should also carefully consider the question of cost. 

As the British Government had not yet had time to consult the Dominions with regard to the 
question of immigration into oversea countries, it must reserve any observations on that point 
until a later date. 

M. DE MICHELIS considered that the Office had carried out the work which the Governing Body 
had entrusted to it in the most careful and thorough way. He agreed with M. Y oshisaka that 
unemployment was a worldwide problem; but, though the Unemployment Committee was to 
continue to study it from a worldwide point of view, the only thing to be done at the moment 
was to consider what practical action could be taken to remedy European unemployment. 

That action as proposed by the Office was made up of three elements .. The first consisted of 
relief for the victims of unemployment by means of a system of compulsory msurance, as proposed 
in the resolution voted by the Governing Body at its last session. 

Among the practical means of decreasing unemploym_ent, . th~ Office then su~gested t~e 
organisation of an International Labour.Exchange. M. de Mtchehs dtd n_ot share M .. Ptcqu_enar~ s 
apprehensions on this point. He had h!IDself found that the greatest difficul_t:l! whtch ex1sted m 
placing workers in foreign countries was the lack of knowledge of !he c_ondtbons of the l~bour 
market in the countries to which the workers could be sent. The mam thmg was to ascertam the 
requirements in each occupation, so that the emigrants might ~e sure of findi~g remuner~t!ve 
employment. Not all countries were, however, equally well eqmpped for supplymg or obtammg 
information of that kind. Thus, one of the most important functions of the proposed Labour 
Exchange would be the collection of info~ation. It ~ould need to be informed, ~o to speak, day 
by day of the labour requirements of the vart?us ~our:tnes. ~uc~ work could convemently be. ~nder
taken by an international organisation. An mstltutlon of thiS kmd could work all the better if 1t had 
the support of national empl_oyment exch3:nge systen;'s, but it. was not necessary to wait until such 
systems existed in all countnes before settmg up an mternabonallabour exc~ange. Indeed, the 
establishment of an international exchange would probably promote the creation or development 
of national employment exchanges. · · 

One question with which the future International Labour Exc~ange might de~.~ ~ddition 
to that of bilateral treaties to which the memorandum called attention, was that o! mdtvtdual. or 
collective contracts which constituted the necessary passport for all workers gomg to foretgn 
countries. 
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Difficulties would undoubtedly be encountered in the working of the labour exchange, and 
considerable preparatory work woul~ have "dlto ~e uhndertak~n.t. Nevfertthhel

1
essb, he thokuegtht that 

practical results could be obtained fairly rap1 y m t e orgamsa 1on o e a our mar . 

I M de :Michelis' opinion it was impossible to separate the social from the econoffi:iC aspect 
of then p~blem. The interdependence .of economic and social phenomena w~ a fact wh1ch co~d 
not be ignored. Various attempts recently made in the specifically econom1~ fiel~ had met ~th 
no success. For this reason, the Director's proposal to constitute a miXed committee m coll~boration 
with the Commission of Enquiry for European Union appeared to be an excellent suggesboi_I. All 
action taken to remedy unemployment should be of a concerted nature an_d should deal. With the 
economic sphere as well as the social sphere. The proposal woul~ adm1t of th~ creatu~n of an 
international body working under the auspices of the. League of Nati~:ms, but l?articularly ~ colla
boration with the International Labour Office and With the International Institute of Agriculture. 

Since the idea, put forward by M. de Michelis at the last session of the Gove~ing Body, 
of adjusting labour to the requirements of the labour market had been accepted, 1t would be 
desirable that studies should be made on this aspect of the question and that the second idea 
which he had also put forward in the_Go~erning_Bo~y. the question of colonisation and the remedies 
which it might afford to the economiC disorgamsabon of Europe and of the world, should be taken 
into consideration. 

He fully realised the difficulties ~hich any practical. action to combat unemployment was 
likely to encounter but he felt that action must be taken w1thout delay, and he strongly supported 
the proposals of th~ Office. He also supported M. Picquenard's proposal to widen the composition 
of the proposed sub-committee so that the Governments of countries of emigration and immigration 
should both be able to express their opinion. 

M. JouHAUX said, in the first place, in reply to M. Curcin, that, as far as he was aware, no 
workers' organisations, in France at any rate, had ever taken any steps in order to obtain the 
expulsion of foreign workers. On the contrary, they had always opposed such a practice. If they 
had asked for certain measures of a national character regarding the movements of foreign workers 
on French territory, it was precisely to avoid the expulsion of foreign workers. He asked M. Curcin 
to furnish the names of any organisations which might have asked for the expulsion of foreign 
workers. 

M. Jouhaux shared M. Miiller's regret that the memorandum· of the Office on the question of 
unemployment did not deal more vigorously with that grave problem. There could, of course, be 
no question of finding a definite remedy for the whole unemployment problem, but simply of 
considering, with a view to Europe only, what immediate steps could be taken to provide some 
relief for those who were suffering from unemployment. 

In this connection, he could not agree with M. Picquenard's criticisms. M. Picquenard had 
referred in particular to the bilateral treaties concluded by France in regard to the international 
exchange of workers. The French Government was about to enter into further treaties of a similar 
nabire, but, even if such treaties were concluded between France and an countries of emigration, 
that would not constitute an international organisation. The question of bilateral treaties into 
which countries might enter to regulate the exchange of workers had no connection with the 
question raised in the Office memorandum. 

It was obvious that the International Labour Exchange which it was proposed to set up could. 
render great service. In the first instance, it would furnish statistics and collect information 
concerning the state of the labour market in the various countries and would thus fill a gap which 
existed at present. In addition to supplying information, however, it should do active work as 
regards the placing of workers. M. Picquenard had pointed out in this connection that the 
International Labour Exchange could not do useful work unless a demand for labour existed. 
It was true that the demand was now very small, but not as small as was often maintained, even 
in countries where unemployment was prevalent. That was particularly the case in France where 
there was still a certain demand for agricultural labour, with the result that the National Economic 
Council had been obliged to allow certain exceptions for agricultural labour to the general rules 
governing the placing and distribution of foreign labour in France. Other countries were no doubt 
simil_arly situated. It wa-; thus possible that, with the assistance of a European I.abour Exchange, 
the mternational exchange of workers might be organised more easily and with greater effect. 
But measures of that kind could obviously not suffice, in present circumstances, to provide an 
adequate remedy for the unemployment crisis. 

. The establishment of an International or of a European Labour Exchange and the organisa
tion of a program!'le of public works, as was suggested in the memorandum, would doubtless 
prove u~~ul; but ~twas evident that, since the last session of the Governing Body, the unemploy
ment cnsiS, even m Europe, had become more acute. It must not be imagined that because 
~ industries ~or their own particular needs had engaged a larger number of workers, the 
cr!SlS had ~~hed. 1ts apex and that a general improvement was about to be realised. Under 
these co'.l~bons, 1t ~as n~ry t? enqu!re what were the real causes of the further aggravation 
of the cnsiS, and th1s was a pomt With wh1ch the Office memorandum might have dealt more fully 
It was true, as the Director had pointed out that the financial aspects of the problem and i~ 
particular, the question of Customs, did not fall within the competence of the Office. But fue 
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International Labour Organisation could not disregard the fact that the crisis was being aggra
vated as a re;;ult of the ~duction of wages, which entailed a decrease in the consuming capacity 
of the masses mall countnes. To reduce wages was an even greater mistake in time of crisis than in 
normal times. A study of the possibility of finding work for the unemployed showed that the 
demand_for labou~ could only be increased by an increase in th~consumingcapacityoftbe workers. 
Even Without gomg beyond the EUiopean aspects of unemployment the Office could not fail 
to take this important factor into account. ' 
. Moreover, ~ careful s~udy of the situation in the last few months showed, not only a decrease 
m the _co1_1summg capactty of the masses, but also an increased tendency towards national 
'pr~tectlomsm an~ of measures to r~serve the markets o~ a country for its own national industries, 
which amounted m fact to economtc war. The International Labour Office could not refrain from 
comme~ting on such a situation, which, if it continued, would render nugatory the efforts which 
we~e bemg made ~o remedy the crisis. It could not be maintained that these were questions for 
:whtch the G~vernmg Body was not competent, even if the deliberately calculated decisions which 
1t bad taken m. the p~t had prevented the Director from dealing with the direct causes of the crisis 
and the remedies which should .be applied. The Governing Body could not fail to realise that if, 
at .the prese~t m?ment, within a few days of the meeting of the Commission of Enquiry for 
EUiopean Umon, tt refused to face the problem by calling attention to the dangers of the situation, 
yet another failUie would be registered; and that succession of failUies was not calculated to inspire 
confidence in the masses. Unemployment was a painful reality, and practical solutions must be 
found for it. The two remedies proposed by the Office might be justified, and personally he was 
glad they had been suggested; but they could have no effective result unless something was done 
to combat the ultimate causes of the crisis. . 

The general question of unemployment would be discussed at the Conference; but the 
Commission of Enquiry for European Union would have met before then, and if it did not devise 
some means of bringing immediate relief to the unemployed of Europe, the discussions of the 
Conference would produce little effect on the minds of the workers. 

M. LAEMMLE said that the unemployment situation as a whole continued to be extremely 
grave. Since January it was true that a slight improvement had been apparent on the principal 
Stock Exchanges; but, even if a new economic cycle were about to be inaugurated, no hope could 
be held out that the effect of the revival would make itself felt on the labour market for a long 
time to come. The immediate future, therefore, remained gloomy; the financial burden of 
unemployment insurance and relief of all kinds afforded to the workers was still very heavy, and 
might even be still fUither increased. 

It was impossible to iguore the moral effect which the continuation of the crisis would 
have on the workers and, in particular, on young persons. These considerations had led the 
Committee set up in Germany to study the unemployment problem to propose that, during 
the crisis, hours of work should be reduced by law according to the varying conditions existing 
in the various branches of industry. The German Government had not yet taken a decision 
on this point; the main question was whether the reduction in hours of work would or would 
not be compensated by an increase in wages. If wages were not increased purchasing power 
would be lessened, and if they were increased, costs of production would rise, and competition 
would become more difficult. Either of these developments might be a fresh cause of unem
ployment. In any case, it was difficult for one single country to find a solution for so serious 
an economic problem, and it was unfortunate that the Governing Body had not been able at 
its January session to reach a more definite solution. It was possible that new points might be 
brought forward dUiing the discussions at the International LaboUI Conference. 

The memorandum submitted by the Office proposed a series of immediate remedies which 
it was not suggested would entirely eliminate unemployment, but which represented interesting 
practical suggestions. Different opinions might be held as to the immediate and practical effect 
of the proposed measures, and it might be asked, for example, how far the proposed Labour 
Exchange would contribute effectively to restore equilibrium in the labour market. The suggested 
programme of public works appeared to be a more satisfactory proposal, and it would be 
remembered that the German Government representative had already laid stress on this aspect 
of the problem at the January session of the Governing Body. 

The importance of the Office proposals did not so much reside in their details as in the 
desire which they showed to quit the field of theoretical di~u~ion and to. deal with the practi~al 
aspects of the quest.ion. I~ was to ~e hoped that th~ CommlS~ton of EnqUiry for European Umon 
would also be insprred wtth a desrre to find practical solutions. . 

Mr. ScHVRCH said that, when unemployment had been discussed at the January session, 
the Committee's report had been criticised as being too theoretical, but, now that the new 
memorandum put forward concrete suggestions, i~ was criticised again. No illusions should be 
entertained as to the immediate realisation of the proposed solutions, but it was satisfactory 
that, on this occasion, practical proposals had been put forward. 

Although it might be true that the unemplo}?llent. crisis could _only be finally sol~ed on 
worldwide lines that did not mean that measures whtch mtght be taken m Europe on a contmental 
or national bas'is should be neglected. All possible measures which might result in a decrease 
of unemployment should be put into operation. 

It had been suggested that the remedies put ~orward ~ the me!fiorandum would e~counter 
financial difficulties. That might be true for certam countnes, but tt could not be demed that 
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ffi · t "tal was available in Europe to carry out the programme proposed by the Office. 
su c1en capl · "b) th t th b "tt What was required was increased international confidence. It_was poss1 e !!. e su -c?mml ~e 
f three members which would be set up to collaborate w1th the Govermng Body m1ght be_m 

0 
"t"on to bring together the countries with capital available and those whose fmanc~al 

:itra:io~ constituted a real obstacle. Finally, it mi&ht ~rhaps be well !o add. to the Dire~tor's 
roposal concerning the placing of workers and em1grat~o.n the wor~s and m the colomes of 

kuropean countries ". There were, in fact, opportumhes of findmg work for unemployed 
persons in the colonies. 

M LAMBERT-RIBOT noted, in the first place, that the Director's memorandum contained 
certain" rather theoretical formulre, and that certain statements: with regard to ~hich the Unem
ployment Committee in its report had made prudent reservations, were made m a much more 
definite manner in the memoran4um. 

That was, however, no reason why something should n~t be attempted; he had no objection 
to an endeavour being made to settle the question of equahty of treatment of workers and steps 
being taken concerning finding employmen~. insura~ce and relief. The Employment ,Exc~a!lge 
would doubtless prove useful as a centre of mformahon. But, contrary toM. Jouhaux s opm10n, 
it would not seem desirable to entrust it with executive functions. It would doubtless be better to 
leave such measures to the bodies already in existence. 

M. Picquenard had already admirably said all that could be said on that subject. 

The memorandum also dealt with the question of public works, which were generally 
recommended as a remedy in normal times and still more so during a crisis, provided that they 
had been planned in advance. Two things were, however, necessary: they must be economically 
productive and also, before their international aspect was considered, they must meet the real 
and often urgent needs of certain national economies.. It would seem difficult to take any steps 
of this nature on an international plan as long as an economic crisis existed in the various countries. 
Since it was essential that some practical action should be taken, the urgent needs of a certain 
number of European countries should be considered in order that means might be found to assist 
them. That was, in effect, the object of the League of Nations, the International Institute of 
Agriculhlre and the Committee which was at present meeting to study the question of setting up 
an International Institute of Agricultural Credit. The same applied to Industry. The public works 
which might be undertaken in certain countries might serve to improve the ground by irrigation or 
draining or to construct roads, railways, and so on. 

It might be suggested that those were purely national necessities which should be dealt with 
in the usual manner. That was true in theory, perhaps, but it must be remembered what was at 
present happening as regards agricultural credit in countries in Eastern Europe. The credit of 
those countries was insufficient to enable them to obtain loans at reasonable rates of interest which 
would allow the work which they undertook to be profitable, and they could only obtain the credit 
they required if they could give guarantees that the work which they desired to undertake would 
really prove useful and profitable. If it was desired to assist them internationally, it was essential, 
in the first instance, to consider the general economic utility of the work proposed and to decide 
whether such work would provide sufficient security to allow the usual rates of interest demanded 
for such countries to be decreased by the action of international solidarity. · · 

It should not be impossible to create such international solidarity, but in order to do so it 
would be necessary that international meetings of the kind proposed by the Director should decide 
on the utility of the proposed construction of waterways, roads and railways. 

In the industrial sphere, works of this kind should find their place in the international arrange
ments through which production would gradually be organised in Europe and the value of which, 
in certain cases, might be greater than that of purely private arrangements. As regards electricity, 
for example, international solidarity might be displayed in favour of a particular country whose 
waterfalls had not yet been utilised. In the event of plans for the utilisation of water-power not 
being considered by the international advisory bodies as offering sufficient justification for financial 
assistance, it was of course obvious that attempts might yet be made to give effect to them, apart 
from the proposed scheme of collaboration, and it would no doubt happen that a country would 
not consent to become entirely dependent on a group of other countries. · 

Generally speaking, not many of the kinds of work referred to in the Office memorandum were 
economically spea~ng, if?mediately pra~ticable or profitable. As regards automatic coupling: 
for example, M. Miiller himself had enqwred where the necessary funds were to be found for its 
adoption •. and in any cas_e ~t was doubtful whether it would show any profit. · As regards 
~nstrucbon of roads, preliminary studies would first have to be made by the various countries 
m order to draw up schemes of work for which international credits would be necessary. Only 
then would it be possible, after comparing the schemes, to contemplate, as a last step international 
action of the kind to which the Director referred. ' 

Th~ ideas which M. Jouh3:ux had put forward on the question of wages seemed to be an 
economiC paradox. It was obv1ous that throughout the world an effort was being made to reduce 
the cost of production, not in order to reduce the purchasing power of the workers but in order 
to allow consumers in general to _purchase what they.require~ under better conditions.' M. Jouhaux 
had also referred to the questwn of Customs tariffs, wh1ch he regarded as a manifestation of 

• 
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economic war. But, in point of fact, Customs tariffs were a defensive weapon and nothing more. 
Moreover, the remedy for the present crisis was to be found neither in an increase nor in a reduction 
in Customs barriers, but in the c<;mclusion of economic agreements, and as soon as such agreements 
were concluded, Customs questions would be found to be of secondary importance and would 

.. be easily settled. 

M. KRUE~ER said that! in his .opinion, the only remedy for unemployment consisted in steps 
of an econorm~ nature which, ow.mg. to their character, did not fall directly withi~ the scope 
of the In~ernabon:U Labour Orgamsabon. The proposals of the Office were doubtless mteresting, 
but he did not thmk they were of great practical value for they did not take sufficient account 
of realities. ' 

The real solution of the question was to be found in re-establishing the normal situation . 
of the money markets. !twas necessary, as the British Government representative had pointed 
out at the January sess10n, to secure an adequate distribution of gold throughout the world. 
Unf~rtuna~ely, the ~ransfer.of gold.was only too often decided by political and not by economic 
cons~deratlons. This quesh.on obv10usly did not fall within the immediate scope of the Office, 
but. it was neverthe~ess pos~ib~e to call the attention of the Commission of Enquiry for European 
Umon to the quest10n, pomtmg out that, although the International Labour Organisation had 
no concrete proposal to put forward, it did not consider that a solution to the crisis could ever 
be found unless financial problems were solved on a sound economic basis. 

It should further be remembered that, however important purely economic remedies might 
be, they were not.sufficient. A profound change of heart was needed. Only a change of outlook 
would make possible the economic measures which were necessary to remedy so acute a crisis 
as that through which the world was passing. 

He proposed.that! if the memorandum were to be submitted to the Commission of Enquiry 
for European Umon, 1t should be accompanied by an account of the discussion which had just 
taken place in the Governing Body. 

M. SoKAL proposed that the Governing Body should adopt the following solution: 

" Since it seems probable it will be materially impossible for the Commission of Enquiry 
for European Union to consider the question of unemployment at its May session: 

" The Governing Body authorises the Director to submit the memorandum on 
unemployment to that Commission in his own name as a preliminary document, and decides, 
at the same time, to place the question of unemployment on the agenda of one of its next 
sessions." 

The May session of the Governing Body would be a very short one, and the discussion would 
therefore probably not be resumed until the October session. 

M. LAMBERT-RIBOT supported M. Sokal's proposal, and requested that the memorandum 
should be submitted to the Commission of Enquiry for European Union as a document prepared 
by the Office and should be accompanied by the Minutes or an analysis of the discussion which 
had just taken place in the Governing Body in order that the League of Nations might realise 
the great interest which the Governing Body had taken in the question. 

Mr. KIRKALDY said that, since an account of the discussion was to be attached to the 
memorandum, he wished to state that, in his opinion, the proposals concerning automatic coupling 

. were premature while that subject was under consideration by a Cormnittee of the Governing Body. 

The DIRECTOR said that the memorandum which he had prepared for the Commission of 
Enquiry for European Union had been criticised by various members of the Governing Body on 
opposite grounds. He would remind the Governing Body in what spirit the memorandum had 
been drawn up. He had endeavoured, in t~is case as in all others, to see tha~ t~e Office di~ what 
it had been instructed to do. It had been mstructelayd to before the Comm1Ss1on of Enqmry for 
European Union practical propo~s on subjects which fell directly within the com~tence of the 
Office and which were of a specifically European character. The two proposals wh1ch appeared 
as the conclusion of the memorandum exactly corresponded to those conditions. The reason 
why he had not dealt with the questions which M. Jouhaux and M. Lambert-Ribot would have 
wished to see discussed was that the Unemployment Committee had excluded them from the 
positive and unanimous conclusions of its report. He intented to deal with them in his report 
to the Conference, where the discussion would be resumed on general lines. He had not felt able 
to bring them to the no~ice of the Co~mi~sion ?f Enq.u~ for European Un.ion because they did 
not lead to solutions which were prachcal m therr apphcat10n and European m scope. 

Practical solutions were not necessarily solutions which could be applied immediately, or would 
be immediately effective. For the " European Labour Exchange ", a period of organisation 
would be necessary. Its existence would not mea~ t~at unemployment would cease ll:ll at once. 
The Director had pointed this out more than once m hlS memorandum. It had been said that the 
European Labour Exchange would be more useful to comba~ endemi~ unemployment than that 
resulting from the crisis. But unemployment of the former kmd co-ex1sted With and aggravated 
the latter and there thus seemed reason to hope that the establishment of a European Labour 
Exchange' would produce appreciable ~e~ults. Furt~er, the diffi~ultie~ wh~ch workers in certain 
occupations experienced in periods of criSiS, and even m normal penods, m gomg abroad to complete 
their training, as well as the controversies which arose between on~ country and another conce~ing 
foreign workers who were expelled or who could not be admitted, should also be taken mto 
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t If the Commission of.Enquiry for European Union set up the mixed sub-committee, 
~~~~nthe Director had suggested, and which might be enlarged, a first step towards the settlement 
of all thl'se problems would have been taken. . . 

As regards the programme of in~ernational pub_hc works, too much tmpo~ance should not 
be attached to the definite schemes whtch he had mentwned. They ~ad onlY: been g!ve~ as examples. 
Incidentally, he had not invented them; they had been suggested m certam P!lbhcah?ns. H~ had 
not said the time was ripe for them; the extent to ~hich they. were. expedtent or unmedmtely 
practicable was a matter for consideration. H.ere, agam, the rna~ pomt w~ the proposal t? set 
up a sub-committee of the Commission of Enqmry for European Umon, on whtch the International 
Labour Office might be represented for labour q~estions.. The sub_-committee cou!d be ask«:d 

. to consider the whole question of public wor~s. mternahona:I _PUbhc 'York~ . or nabo1_1al. public 
works assisted by international credits. The Dtrector had anhctpated hts cnbcs by pomtmg out 
in the memorandum that such works should be economically profitable. The question which the 
sub-committee would have to consider, if it were set up, was whether there would not be great 
difficulty at the present time in finding international credits for national public works. · 

The main thing about the s~ggestions II!ade in the mef!lorandum 'Yas• in. his vie'!• that they 
were practical, even if not immediately effective. ~ey provtded a defimte b~ts. on whtch to. work, 
and to try to create something of a European spmt. It was for the Commtsston of Enqmry for 
European Union to co~sider them with that aspect in mind. . . . 

He saw no objectton to the procedure proposed by M. Sokal, accordmg to which hts memo
randum would be sent to the Commission together with an account of the discussions on it which 
had taken place in the Governing Body. · 

M. JouHAUX pointed out that what he had said concerning the reduction of hours of work 
was not inspired specially by his desire to find a remedy for the present crisis, but was based 
on a general principle. 

He wondered how the two proposals contained in the memorandum would be received. It 
might perhaps have been desirable, since the memorandum was in any case to be submitted 
to the Commission of Enquiry for European Union, that the Governing Body should have expressed 
its agreement in principle with the proposals. 

M. PICQUENARD, in order to reach an agreement, proposed that M. Sokal's resolution should 
be confined to a simple decision taken by the Governing Body to submit the Office memorandum 
with the Minutes of the discussion which had just taken place in the Governing Body to the 
Commission of Enquiry for European Union. It was, in his opinion, unnecessary to refer to the 
fact that the Committee might be unable to consider the question of unemployment at its May 
session. It also seemed unnecessary to point out that the question was still on the agenda, since 
it was obvious that the question of unemployment would be one of the most serious preoccupations 
of the Governing Body of the International Labour Office as long as the crisis continued. 

M. SoKAL accepted M. Picquenard's proposals. 

The ~IRECTOR, in reply to M. Jouhaux, pointed out that, if the Governing Body had been 
able to discuss the two proposals contained in the memorandum thoroughly, it might have been 

. able t~ state its opinion on them. If the Commission of Enquiry for European Union thought they 
were likely to lead to useful practical collaboration, it could make proposals for action and the 
Director could bring them before the Governing Body. ' 

The Governing Body, by .sixteen votes to nil, instructed the Director to transmit the memorandum 
on unemployment to the Commission of Enquiry for European Union, together with the Mim1tes 
of the discussion which had taken pltu;e in the Governing Body. 

(The session closed at 8.30 p.m.) 

INTERNATIONAL LABOUR OFFICE. 

Report ~~ the Unemployment Committee. 

TEXT AMENDED AND ADOPTED BY THE GOVERNING BODY AT ITS FIFTY-FIRST SESSION, 
GENEVA, jANUARY 1931. 

I. 

The ComJ?Iittee, which is greatly concerned at the increasing gravity of the unemployme t 
probl~ and !ts consequences, both from the humanitarian and social point of view a d f n 
the pomt of vtew of the world economic situation, considers it indispensable to stud th n rom 
thorougly and to try to find remedies capable of practical application. Y e causes 
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Considered ~ a whole, t~is e~ceptionally grave unemployment appears to be the cumulative 
effect_s ~f econo_m1c and financial d~sturbances likely to affect more especially certain countries and 
cer!am mdustnes. Amo~1g these d1s!urbances, there are some which recur with a certain regularity 
while others have been mtroduced mto the economic system of the world after the war-time and 
post-war upheavals . 

. Without wi~hing to make ~ither a complete or a systematic enumeration, the Committee, 
desrrous of showmg the complex1ty of the problem draws attention to the following factors which 
rightly or wrongly, are often considered as causes ~f unemployment: ' 

(a~ Excessive production of ·certain agricultural products said to result partly from 
excepbon~lly good harvests and partly from an increase in the amount of cultivated land due to 
~ault_Y: estimates of the demand! which is sometimes diminished by under-consumption, leading to 
mabil1ty to sell, to a decrease m the purchasing power of the rural population and consequently 
to a contraction of outlets for industrial products; 

(~) The mal~djust~ent be~ween the production of certain industrial products, such as raw 
matenals and the mdustnal equ1pment, and the markets' power of absorption; 
. (c) The alleged _ine!asticity in the links whereby effectively purchasing power, as expreSsed 
m currency and cred1t, IS_held by some to be connected with the world's available gold supply 
and to have been a factor m the unprecedented fall in world prices; 

(d) Lac~ of confid~nce w~ich is often said to be the cause of an inadequate distribution 
of gold, of ~n rmperfect c~culabon of ~apital_ and a restriction in the granting of credits and which 
by prev~ntmg the financmg of countnes wh1ch are in need of capital and the development of the 
pu_rchasmg power of consumers is said to have made it impossible to restrict the fall of world 
pnces; 

(e) The fall in the price of silver which is said to have brought about a considerable decrease 
in the purchasing power of countries whose currency is based on that metal, a purchasing power 
already reduced by the political conditions in some of those countries; 

(/) Too high a cost of production in certain countries as a result of physical, geographical 
or other conditions; 

(g) The disturbances in international commerce caused not only by the development of 
new industrial areas but also by artificial barriers put in the way of international trade and by the 
difficulties said to be associated with the problem of political debts; 

(h) The difficulties in the way of adjusting movements of population to the possibilities of 
exploiting the resources of the world; 

(i) The disorganisation of the labour market caused by the extra-rapid development of 
labour-saving machinery and of the process of rationalisation. 

II. 

These various causes of unemployment, which are in some cases generally admitted and 
sometimes the subject of controversy, should be throughly studied with a view to bringing out their 
real importance as well as the importance of methods suitable for mitigating them. These 
investigations will be carried out by the International Labour Office in co-operation with the 
League of Nations, experts and other organisations being consulted, if necessary, so _as to show 
in a systematic form the known elements and factors of unemployment. The Comm1ttee urges, 
however that the International Labour Organisation should immediately strive more than ever, 
with the'help of the employers' and workers' organisations represented in it, to induce Governments 
to take all immediately practicable steps to preserve the world of labour from the consequences 
of unemployment. . . . 

The Committee therefore desrres that the attention of Governments should be called w1th 
insistence to the following points: 

(a) The need for the organisation of the labour market by public employment exchange 
services which should collaborate as effectively as possible in the drawing up of systematic schemes 
for the re-employment of the unemployed and _the re-adaptation, if necessary, of discharged 
workers to the technical requirements of production 

(b) The need of developing existing_ syste!Ds of relief and insurance against tot!ll 
unemployment and short-time and the creation of msurance systems where they are not yet m 
existence, with the means necessary to ensure that they are im~ediately financed by ad':'ances 
from the State every effort being made to adapt them to the essential needs of the workers w1thout 
interfering with the re-employment of the workers in industries capable of activity either at home 
or abroad. . 

· (c) Undertaking extensive public works of national utility in accordance with programmes 
previously drawn up and at the same t~~ ex:ran~g orders f~r supplies, S? ~ to counteract the 
effects of the temporary falling-off of actiVIty~ pnvate enterpnse; the poss1bil~ty of ~overn!Dents 
coming to an agreement through _the appropnat~ organs. of the League of Nations With a VIew to 
joint execution of extensive public works of an mternabonal character; . 

(d) International co-operation which -~~ make_ possi~l? the free I_JlOvem~nt and _placm~ of 
men in unexploited regions capable of utilismg therr actiVIty, and With a VIew to mcreasmg 
markets; 

(e). The development of suitable methods for ensuring co-operation among the different 
national economic systems. 
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III. 

With regard to the measures to b~ taken _on the subject of the length of t~e working day or 
week and the remuneration of labour, m relatiOn to unemployment, the C:ommlttee ~a~es note of 
the fact that the representatives of the employers and workers hold d1fferent opmwns at the 

present time. . . . . . · · · h h 
The representatives of the workers, wh1le mamtammg their demands m connectwn w1t t e 

forty-hour week, ask for: 

(a) A reasonable shortening of the working da_y or week, taking into account the increase 
in output obtained by improved meth~d.s of productwn; . . . . . 

(b) Seeking suitable means _of ra1~mg th_e remun~r<3:t10~ of labour Ill countr~es where.'~ IS 
most inadequate at the present time w1_th a v1ew ~o elimmatm~ one factor o! unfa1r competJtwn 
and to increasing the consumptive capac1ty of certam markets, Without. neglectmg the development 
of social insurance which preserves a certain power of consumption to workers prevented from 
earning their living by causes beyond their control. 

The employers consider, on the contrary, not only that the measures suggested by the workE'rs 
would be of no avail, but that they would produce most serious disturbances. They are convinced, 
on the other hand, that one of the essential measures to be adopted in the effort to restore economic 
equilibrium should be a reduction of the cost of production and the expenses of distribution so as 
to enlarge markets by increasing the purchasing power of the whole body of consumers. 

As a result of this difference of opinion the Committee invites the Office to pursue 
its investigations in order to lead at a later date, if possible, to a narrowing of the gap between the 
two points of view and to positive action. 

Series of Publications: 1931. VII+ 

ANNEX 15. 

Official No.: C.284.M.I34·193I.VII. 
[C.E.U,E. 24.] 

ECONOMIC DEPRESSION. 

MEMORANDUM BY THE SECRETARIAT OF THE LEAGUE OF NATIONS. 

Note by the Secretary- General: 

The Secretary-General has the honour to communicate to the Members of the Commission 
a brief review, prepared by the Secretariat, of the world economic depression, with special reference 
to Europe. This document is submitted to the Commission in accordance with Resolution No. VI, 
a~opted at its January session'· requesting the Secretariat to acquaint it at the May session 
With the first results of the work undertaken by the Economic and Financial Organisation on 
this subject. 

Report on Enquiry Into Course and Phases of the Present Economic Depression. 

INTRODUCTORY NOTE. 

The Commission of Enquiry for European Union, at its last session, requested the Secretariat 
of the League of Nations to " acquaint it at the May session with the first results of the work 
undertaken by the Economic and Financial Organisation and the International Labour Office 
referred to in Resolution 16 of the eleventh Assembly". 

f The relevant passages of the resolution of the Assembly to which allusion is made read as 
ollows: 

" The Assembly . . . resolves that the Economic and Financial Organisation 
of the ~e · · . . should under.take the study of the course and phases of the present 
dep~esswn a~d the c1~cumst<3:nce~ w~1ch led up to it, and for this purpose it should collect 
the u~formatw_n compiled by mstltutlons already in existence in different countries, centralise 
such .!nformahon and, where nec~ssary, fill up any gaps that exist. 
tak It also recommends that, m. connection with these investigations, account should be 

en of the results of the enqu1ry conducted by the International Labour Office into 

1 
See Otfioi<JJ Jow..al, February 1931, P"'ll•• 309 and 473• 
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unemployment and the work of other competent international bodies on this subject, in o~der 
that the Economic and Financial Organisation, having collected all the available informah~m, 
may examine at the right moment the advisability of international action, due regard be!ng 
had to the economic, financial and demographic aspects of the labour problem, includmg 
the question of raw materials." 

In execution of this. recommendation, the following action has been taken. A document 
setting out the plan of procedure proposed was submitted to and approved by both the Economic 
Committee and the Financial Committee. 

A meeting was held on March 2nd of representatives from a number of the national institutions 
alluded to above. At this meeting, the general plan or outline of the report to be prepared was 
agreed, and a number of the institutions further undertook to prepare brief special notes as 
material for this report. These notes are to be drafted on an approved scheme, and should 
reach the Secretariat during the course of the present month. The question will further be discussed 
by the Economic Consultative Committee when it meets. 

It is proposed to hold a further meeting of national institutes in the early summer and to 
submit a report to the Assembly in September next. 

It will be observed that the Economic and Financial Organisation, according to the last 
part of Resolution 16 of the Assembly quoted above, is to examine into the advisability of 
international action concerning unemployment when all the available information has been 
collected. In accordance with this instruction, the Economic Committee decided to consider 
this question when the definitive report on the course and phases of the present economic depression 
is ready. 

In view of the fact that the final report will not be finished for some months yet, it has been 
thought that the Commission of Enquiry for European Union might desire to have laid before 
it a brief preliminary hote on certain aspects of the present depression. It should be made 
clear that the attached note on this subject is essentially preliminary in character, and has been 
drafted before either the study of the information available or the consultations envisaged have 
been completed. It has been drafted, moreover, with special reference to European conditions. 
The depression is, however, worldwide, and it was impossible to confine the report strictly to 
Europe. • 

I. THE ECONOMIC SITUATION IN 1928. 

(a) Economic Progress up to I9:Z8. 

The war and the political changes and disturbances immediately following it affected in many 
ways the basic conditions of economic life. State debts had been enormously increased, new 
frontiers had been created. Russia had changed its economic and social system, the United 
States of America, from being a debtor, had become a credit or nation, second in importance 
only to Great Britain. New industries had been built up in overseas countries, while in Europe 
an enormous destruction of capital had taken place. These and other new conditions called 
for a profound readjustment of the whole economic life. The necessary adaptation was, to a 
large extent, effec~ed during the first five or six years after the war, but it could not be completed 
in so brief a period of unsettled years. At the beginning of 1925, the monetary systems of a number 
of European countries· were still disorganised. Inflation continued in some countries, while 
others pursued a more or less deliberate policy of deflation. But, in view of difficulties which 
had to be faced, the degree of " normalisation " and balance in economic life obtained by 1925 
or 1926 was perhaps more complete than might have been expected. 

Indeed, this period of recovery laid the foundations for a world economic progress of a 
rapidity which had perhaps never before been witnessed. In the three years 1925 to 1928, 
the output of foodstuffs and raw materials increased by 8 per cent and the quantum of world 
trade by about 15 per cent. It is probable that the output of manufactured good rose at least 
as fast as that of raw materials-:-i.e., 9 per cent. 

The progress was especially rapid in Europe. The increase in the production of raw materials 
on that continent was second only to that of South America, while the production of raw materials 
and foodstuffs taken together advanced more rapidly in Europe than in North America, Africa or 
Asia. Further, there is reason to believe that the activity in manufacturing industries increased 
at a higher rate in Europe than in other continents. 

During these three years from 1925 to 1928, the readjustment of economic life to the new 
conditions continued. Almost all countries which had not already done so placed their currency 
on a gold basis, thus eliminating violent exchange and price fluctuations. Equally important 
is the fact that international capital and credit transactions on a commercial basis, as distinguished 
from State borrowings, reached large dimensions. British, American and French capital-to 
some extent also capital from Sweden, Switzerland and the Netherlands-flowed into the countries 
suffering from a shortage of capital on the Continent of Europe and elsewhere, making possible 
rapid readjustment and reorganisation of industry and trade. In 1928, the net foreign lending 
of capital-exporting countries amounted to about $2,300 millions, of which a little more than 
40 per cent went to Germany. Indeed, a casual observer of world economic conditions in 1928 
might well have come to the conclusion that everything was, if not well, at least improving rapidly, 
and that the prospects for the future were, in most countries at any rate, rather reassuring than 

·otherwise. It is true that unemployment figures were in most countries substantially higher 
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f th b t this was. partly due to more complete and reliable. statistics; it ~as 
=y~~!eto t~;~~t ~ffects of the process of rationalising industry, though m some countnes 
the causes were more profound. 

(b) llfaladjustments i1f Production and Trade. 

But, in fact, the position was much _le~ stable and balanced than it appeared. It is qui~e 
ible that the impression of " normality was to a la~ge extent due to the fact ~at cer~run 

~e readjustments which new and profound changes m the st~cture of econo?Uc. relations 
called for had not been made. Thus, so long as a tendency to partial over-product.!On IS met by 
increasing stocks the day when a troublesome shift in production h:'-5 to be made IS p~t off. In 
the case of many commodities this is what happened, stocks growmg to unusually high levels. 

A second factor which helped to conceal !he elements of .maladjustm~nt _in rg28 is th~ ~act 
that in several countries, especially in ~e Umted States,. busmess was enJoym~ a boom s~ilar 
to those experienced during pre-_war busmess cy~les-e.g., m 18~9 and 19<>?· !hiS b<?om exerc1~ed 
a certain stimulating influence m other countnes. The maladJustments m mdustnes producmg 
raw materials and manufactured goods did not make themselves fully felt so long as this state 
of exceptional demand lasted. 

It may be convenient to review, first •. the maladjustments in the production of crude food 
products and to begin ~th cereals. H~re a tendency to ov_er-production was. evident in IQ28. 
Supply tended to rise rapidly under the influence of several different factors. First, the technical 
improvements in the production of cereals in the last two decades, although not subject to so 
much newspaper discussion as the so-called rationalisation in manuf~cturing industries, had 
been no doubt of far-reaching importance. Farmers were better educated and used better methods 
of cultivation than before the war. The quality of the plants and the methods of fertilisation 
had been improved owing to a more lavish and well-balanced use of artificial fertilisers. In many 
countries the use of tractors, motor-harrows and ploughs and combined harveSter and threshing 
machines had increased rapidly. The number of tractors in the United States of America was 
alm~t trebled between 1920 an<\, 1928. 

These changes tended in certain cases to increase the output of cereals on land already under 
cultivation, in others to make possible and profitable the cultivation of new land. The shortening 
from 130 to 100 days of the period required for wheat to mature had moved the northern frontier 
of wheat cultivation in Canada 200 miles north. Further, the cultivated area had already grown 
in the overseas countries during the war owing to the insistent demand from Europe. It is no 
wonder, therefore, that the output of cereals expanded rapidly in several of these countries. In 
Canada, the average for the years 1924 to 1928 was 433 million bushels, as against 197 million 
bushels in the period 1909 to 1913. In the Argentine, the corresponding figures were 250 and 147; 
in Australia, 144 and go, and in the United States of America, 841 and 6go million bushels. 
Although the production of other cereals grew less rapidly, the total output of all cereal foods 
was certainly increasing considerably faster than the world population. 

The tendency towards increased supply ·of cereals available for humano consumption was 
strengthened by the fact that the number of horses in the world was reduced, their place being 
taken by motor-cars and tractors. Further, live-stock was fed relatively less on cereals and more 
on oil-cake, etc. 

While production increas~d, for the reasons indicated, chiefly outside Europe, countries in 
Europe _gradu~y restored their acreage under com. Afte~ 1925, when the pressure made itself 
felt, tariffs, which at tha! date were generally lower than m 1913, were gradually raised, and in 
S?me cases e!'port_ bounties were granted. These measures, which were intended principally to 
g~ve econormc assistance to the farmers, had the unfortunate effect of increasing output of the 
very goods--cereals-for which the tendency towards over-production was stronger than for 
most other food products. 

puring the period in question, not .only supply but also demand did, of course, rise. Population 
contm~ed to grow, although l~ss rapidly than before the war. However, the consumption per 
head d_1d not, on the average, mcrease. On the contrary, in the United States and several other 
countnes the consumption of br~ad per individual declined as the standard of living rose and 
less_ m~ effort _was needed m work. People needed less calories and could afford a more 
vaned ~et. Accordmg to a recent unofficial estimate,l which does not claim to be more than 
approxunate, there was a re?uction in wheat consumption per head between 1gog-1g13 and 
1925-1928 of 5 to. 6 per cen.t m Germany and Great Britain, 10 to II per cent ·in France and 
over 14 per cent m the Umted States. 

1:e Jesuit of t~ese changes was, ~ ~eady indicated, a tendency to over-production of 
cerea . n 1928, thiS tendency was beg~nnmg to have its effects. Cereal prices were about as 

1 
Bullelifl o/llu NaJUmal Baflll of Czeclloslovakitl (January 1931, Supplement), 
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high in relation to the pre-war level as those of goods in general, but the trend of prices was 
downwards and stocks were rising. The good crop of 1928 brought the carry-over of wheat in 
December up to as much as 15.8 million tons, compared with 8.8 million tons three years earlier. 
Incomes of farmers naturally began to fall, which was all the more serious, as they had not, like 
incomes derived from manufacturing industries, been rapidly rising since the war. The financial 
position of many farmers was weak. In some countries money had been borrowed when its value 
was lower than in 1928, and in others the rate of interest was several times as high as before the 
war, two circumstances which contributed to weaken the financial position. 

The situation was quite different as regards animal foodstuffs. Consumption of meat, butter, 
eggs and cheese grew rapidly as general purchasing power rose. Produ~tion increased also, but 
it was less affected by technical changes and artificial stimuli than the output of cereals. Prices 
in the period 1924 to 1928 were relatively higher than for cereals, and the economic position of 
farmers in countries specialising in animal foods was relatively favourable. 

Sugar was subject to tendencies similar to those described for cereals. Rapid technical 
improvements in countries producing cane sugar, especially Java, led to a great reduction in 
costs and an increase of output to almost double the pre-war figures. In many European countries, 
beet-sugar production became unprofitable, but was maintained by various fomts of duties and 
State subsidies. The tendency to over-production was very obvious in 1928, and prices were falling. 

Among the leading colonial products, tea held a special position, its price being relatively 
high, in spite of a substantial increase in production. For cocoa and coffee, on the other hand, 
the tendency towards over-production was strong and prices showed a downward trend. Coffee 
stocks were accumulating rapidly, and the outlook for countries dependent largely on the coffee 
crop was clearly unfavourable. 

Table I. - Stocks of Certain Staple Food Products. 

Commodity 

Wheat 1 (bushels, ooo,ooo's) • • 
Sugar 1 (long tons, ooo's) • . • 
Coffee 1 (bags, ooo's) . . . . • 

1 August JSt. 
• January JSt of following year. 
I Exclusive of interior stocks in Cuba. 
• July 1924· 

1924 ·I ·1925 

192.2 139·3 145·7 
2,708 a 3,709 a 3.634 
9.663' 9·547 10,901 

1927 

181.1 227-5 
4.o62 4.271 

18,388 18,723 1 

1 Including 585,000 bags in the interior of Rio de Janeiro. Figures for stocks in this district were not available 
for earlier dates. 

SOtWeu: Wheat, "Wheat Studies '", Stanford University. 
Sugar and Coffee, London and Cambridge Economic Service. 

Thus, it would appear that tendencies towards over-production of cereals, sugar and certain 
colonial foods were evident, especially after the good harvest of 1928. 

In the case of raw materials, the position was less clear. In many countries at any rate-the 
United States may be an exception-the prices of raw materials had been relatively low compared 
with those of manufactured goods during the whole period since the post-war slump of 192o-21. 
During the years immediately preceding 1928, however, this price discrepancy has been reduced. 
If for the majority of the producers of raw materials prices covered the costs of production, this 
price discrepancy would constitute no proof of over-production. Moreover, the reduction in the 
discrepancy would suggest that, in so far as it was an indication at all, the risk of over-production 
was gradually diminishing up to about the end of 1928. However, in the light of the subsequent 
experience it is evident that, for certain raw materials, there was already a tendency forproduction 
to exceed the demand. · The following table showing the growth of stocks illustrates the tendency 
towards over-production which existed in certain cases. 

Table II. - Stocks of Certain Staple Raw Materials. 1 

Commodity 1925 1927 

Lead • (long tons, ooo's) . • . 78 93 II3 139 144 
Rubber 8 (long tons, ooo's) . . 181 182 259 272 239 
Cotton (bales, ooo's) . . . . . 2,758 3.274 5.440 1·471 5,015 

1 Lead and rubber: end of year. Cotton: stocks 011 August 1st. 
• United States of America. 
• Total supply outside plantations. 
Srruru: London and Cambridge Economic Service, Special Memorandum No. 3Z. 
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· · t d stocks of these raw materials was accompanied by a fall in price. 
The mcrease mfoutpu an t "als which did not fall in price there may have been some 

E en in the case o some raw rna en • "als · ht h b v d d f Had this not been so prices of raw maten mig ave een 
tenden;a' :~wJ:e ~:;~-P[~e ~~':::·period. It seems imp~ible to ~cape the conclusion that, in 
expect f the roductfon of certain raw materials, as also of certam crude food products, for~es 
~:a~ ~ork-Jorces which had very little to do with the disturba11:ces ca~;~sed b~ the war-which 
were bound to create a serious maladjustment as soon as the policy of mcreasmg stocks broke 
down. 

Table III. - World Smelter Production. 

(Metric tons. ooo"s omitted.) 

Commodity 1925 1927 1929 

Copper. . . . . . . . 1,418 1,485 1,551 1>756 1,981 
Tin . . . . . . . . 150 152 163 185 195 
Lead. . . . . . . . . 1,560 1,654 1,760 1,755 1,802 . 

1,406 Spelter . . . . . . . . I 1,133 1,219 1,307 1,459 

SOtii'U: League of Nations, SttllislicGI Ye11r-Book. 

The maladjustment in the manufacturing industries was of a somewhat different na~ure. 
It, too, was obscured by the business boom. Technical changes were ta~ing place rap1d}y. 
increasing the capacity of production in almost all lines of industry and callmg for a deep-gomg 
readjustment. It is now evident that this' readjustment-e.g., the necessary transfer ~f labour 
from one industry to another or the closing down of obsolete and superfluous factones-was 
only partly carried out. . 

To the surplus capacity in certain manufacturing industries, _due to t~e above-m~nho~ed 
circumstances, must be added one of another sort if a true account IS to be giVen of the s1tuabon 
in 1928. The establishment of new national frontiers and tariff barriers after the war had made 
it difficult or impossible for many manufacturing firms to sell in their former markets. In all 
European industrial countries certain industries were left with a surplus capacity due to the 
erection of new tariffs and the raising of the old ones. 

A similar development took place already during the war as between Europe and the overseas 
countries and continued afterwards. Cut off from European supplies, these countries developed 
their own manufacturing industries, and demand for European goods was thereby restricted. 
This was felt, above all, by Great Britain, which had organised its industry for a large export to 
these countries. Even by 1928, complete adjustment to these new conditions had not been 
accomplished .• 

Finally, a maladjustment in the relation of the price and wage-levels in certain countries to 
those in other countries still existed. Thus, Great Britain and Italy had returned to the gold 
standard at a somewhat higher rate than that which corresponded to their interior price- and wage
levels. The corresponding deflation of domestic values proceeded very slowly, and does not seem 
to have been finished in 1928. On the other hand, domestic prices and wages in France and Belgium 
were still relatively low, expressed in gold. 

In view of these circumstances, and the lack of balance which they reflect, any factors tending 
to weaken the force of general industrial activity might be expected to have a more far-reaching 
effect than they would have had in a better balanced economy. 

II. THE TuRN OF THE BUSINESS CYCLE IN 1929. 

Pr~found changes in the technique of production, in commercial policy or in the politico
~nomlc structure are usually regarded as being of a different kind from those which are involved 
m the ~ed business c~cle-i.e., t_he recurrence a~ fairly regular intervals of alternating periods 
of prospenty and depress10n. A failure to adapt mdustry and trade to the former changes is, 
th~~efore, often calle~ " structural_ maladjustment " as distinguished from the maladjustments 
ansmg ?ut of the busmess cycle, w1th its recurrent booms and depressions. As indicated above, 
tenden~1es towar?s a structural maladjustment had been at work during the years immediately 
precedmg 1929-m some cases they date from many years back-but their existence had to some 
~xtent ~n concealed or forgotten, and their effects partly offset by the business cycle boom 
~ the_ Um_ted States and ~lsewhere, which exercised a stimulating influence on the world economic 
SJt~bon m general. . It IS natural that the tum of the business cycle and the beginning of a 
busmess cy~l~ depressiOn shoul~ open the doors for the delayed effects of the structural maladjust
ment. Th1s IS w~t happe~ed m 1929 and 1930. 

Not all countnes expenenced a clearly m:'-rked bus~ess cycle. The boom was accompanied 
by-perhaps partly c;aused !'Y-a great e~pans1~n of cred1_t. Many countries succeeded in escaping 
the extreme speculation which was expenenced m the Umted States in 1928-29. Further, in some 
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countries, unfavourable circumstances, of which some have been mentioned above, had been so 
potent that the upward swing of business was restrained or retarded. In other countries-for 
mstance, in Germany and Finland-a falling off in business had made itself felt in the beginning 
of 1928, largely under the influence of credit stringency; while, in certain countries producing 
and exporting crude food products and raw materials, business in general felt the depressing 
effects of the heavy drop in the prices of their export goods. 

It was in the early autumn of 1929 that the decisive tum came when the boom broke in the 
United States and gave place to a severe depression. Up to that time world trade and probably 
world production was expanding; since then they have been rapidly declining. 

THE VALUE OF THE INTERNATIONAL TRADE OF FORTY-FIVE COUNTRIES. 

"' 
f'\ h ~ (\ 

00 
) v \ /" \ 

V' .../' ~ 
v I~ 0 " 

~~ lv 

4.500 

4.00 

3.500 
. 

30 00 • • • • • • • • 
1 I I W I II VI VI Ill I II Ill I I I IV Y W W Yl Ill I II D I I I W Y Y1 II Y1 Ill I J1 8 

I 9 2 8 I 9 2 9 I 9 30 

It is neither possible nor necessary to enter here upon a discussion of the various opinions 
held about the causes of the recurrence of business cycles in general or of the explanation of the tum 
of the cycle in the United States in 1929. It is more important at the moment to consider, not 
why a business depression followed upon the boom, but why that depression should be as intense 
and widespread as it is. 

The answer to this question is partly given above: A delayed adjustment to the new structural 
conditions had to be made. Moreover, the existence of a profound structural maladjustment 
made the situation unstable and lessened the power of resistance to disturbing and depressing 
tendencies, more or less connected with the business cycle. An account of the course of events 
will bring this out more clearly. 

During the twelve months before the crash on the New York stock market in October 1929, 
speculation in shares and real estate was growing more and more intense. Attempts by the 
Federal Reserve authorities to stop it failed. Money rates on the New York money market rose 
to exceptional heights. In the first nine months of 1929, call-loan rates averaged 8 to 9 per cent. 
They rose on occasion as high as 20 per cent. As a consequence, American lending abroad began 
to fall off and some of the money invested in other countries was called back. At the same time, 
European funds were transferred to New York, in order to profit from the high interest rates or 
to take part in the speculation. Money markets in Europe and elsewhere became stringent, 
discount rates were raised and credit in general was restricted. The effects were, of course, felt 
most severely in the borrowing countries, which had adapted their economic life and international 
economic relations to an inflow of foreign capital that was now suddenly checked. Unfortunately, 
a number of these borrowing countries-the Argentine, Brazil, Australia, Hungary, Roumania 
and others-were largely exporters of those food products, the prices of which had in previous 
months been subject to a heavy decline. Thus, in these countries, the supply of foreign exchange 
fell off for a double reason, and great difficulties in balancing their international accounts arose. 
The effects of the consequent credit restriction was that large stocks of staple commodities, such 
as coffee, wheat, etc., were thrown on the market. Potential buyers, however, under the influence 
of falling prices, restricted credit, and falling stock markets were reluctant to buy, thus further 
aggravating the fall in the prices of crude food products. 
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Table IV. _ World Market Prices of Crude Food Products. 

Commodity 
September 1929 

Wheat 1 • 128 7
/ 8 . . . . . . . . . 

Maize 1 . . . . . . . 36s. 1d. . . 
Coffee 3 . . . . . . . . . 16 ~ 

1 Winter in Chicago, cents per 6o lb. 
• YeUow Plate in Liverpool, shiUings and pence per 480 lb. 
1 Rio No. 7 in New York, cents per lb. 

Beginning of month 

I December 1929 

124 
2gs. 6d . 
IO~ 

Souru: l~tlerMiiottal Year-Book of Agricullural Slalislics, 1929-30, Rome. 

I March 1930 

109 
2¥-
m% 

At the same time, the situation of manufacturing industries grew worse with the advance 
of the business cycle depression, in particular, after the crash on the New York Stock Exchang_e 
in October 1929. As always happens in such cas~s. traders and manufacturers reduced the1r 

urchases of raw materials preferring to lower therr stocks and buy only from hand to mou~h. 
JThis curtailment of dema~d naturally led to a fall in the prices of _raw materials. a~so, wh~ch 
became all the more severe as a result of the widespread uncertamty and pess1m1sm whtch 
prevailed. 

Table V.- World Market Prices of Certain Raw Materials. 

Commodity 

Copper 1 (standard cash). . . . . . . . . 
Tin 1 (standard cash) . . . . . . . . . . 
Lead 1 (soft foreign loco). . . . . . . . . 
Wool 1 (tops, English carded, so's average) 
Rubber z (standard ribbed smoked sheet} . 

1 £ per long ton, London. 
• Pence per lb. 

Source-Kommersiella Meddelande~t, Stockholm. 

. . . 

. . . 

. . 

. . 

. . 

September December 
1929 1929 

75·4 68.4 
204·9 179·5 
23.6 21.5 
25.1 23·9 
10.5 7·9 

March 
1930 

69·3 
165.0 

18.8 
18.6 
7·5 

The mutual actions and reactions of the so-called structural maladjustments and the business 
cycle recession on one another are difficult to ascertain, but events would appear to have taken 
some such course as the following .. A partial over-production of certain crude food products 
-wheat, coffee, etc.-led to a drop in their prices and in the incomes of many overseas and Eastern 
European countries towards the end of 1928 and in the following year. So long as considerable 
expansion of business and incomes took place in the manufacturing countries at the same time, 
the world price-level was largely maintained. When, however, incomes in the United States 
and several other manufacturing countries began to decline rapidly, the offsetting tendency 
disappeared. Consequently, the expected world income was reduced both in agriculture and 
in manufacturing industries. Potential buyers acted on the assumption that they would have 
less purchasing power than usual in the near future and restricted their purchases. In that 
way, the surprisingly heavy decline of the general price-level became possible. As it proceeded, 
not only crude food products but also most raw materials fell rapidly in price. Demand for 
raw products falls off more than consumption during the first period of a depression, as manufac
turers and middlemen are anxious to reduce their stocks. Owing to this price reduction, the 
incomes of primary producers further declined. 

The prices of manufactured commodities sank less rapidly, and in consequence, the incomes 
of the producers of primary commodities declined more rapidly than those of industrial communities 
-for instance, in Western Europe. The latter, however, could not but feel the effects of a reduced 
demand from countries dependent upon the sales of primary products. Output of manufactured 
goods was reduced and unemployment grew to appalling figures. 

This difference between the rate of the fall in prices of primary commodities and of manufac
tured articles respectively is a common characteristic of all economic depressions, and is due, 
am~mgst other reasons, partly to the fact that larger stocks of raw materials than of manufactured 
art1cles are normally held, and partly to the fact that the agriculturist cannot curtail his production 
so rapidly as can the industrialist. 

It is probable that some business recession would have come in 1929 and 1930, even had 
there been no structural maladjustments of the sort described above. On the other hand, even 
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in the a~sence of a business cycle, a difficult and troublesome readjustment to the new conditions 
of techmque, demand, tariffs, etc., would have had to take place, and this readjustment would 
have !ldversely affected business conditions in most countries, at least in 1929 and 1930. It was 
the s~ultaneous occurrence of the two kinds of disturbance to which the severity of the 
?epresst?n must .be largely attributed. Facts of particular importance would seem to be that 
mte':fl.abonal c~p1tal movements were completely changed in 1929, and that the countries most 
sensthve. ~o thiS change were those which suffered most from the drop in price of important 
commodities. 

While a severe depression in 1930 would seem to have been the inevitable outcome of these 
circumstances, it does not follow that a decline in the wholesale commodity price level to anything 
like the actual figures was inevitable. 

Table VI. - The Wholesale-Price Level in Certain Countries. 
(1913 = IOO.) 

Country 

United Kingdom (Board of Trade) ...•. 
United States of America (Bureau of Labour 

Statistics. • . 
Germany (official). 
France (official) . . 

• 

Source: League of Nations Mtmlhly Bullolin ol SI<Jiislics. 

1928 1930 

140·3 II9·5 

140.0 123.6 
140.0 124.6 
126.3 108.7 

I February 1931 

Io6.2 

108.1 
II4.0 
97·8 

The reasons for this unusually severe drop in prices, which has undoubtedly aggravated 
the crisis, will be discussed subsequently. Before that, however, it may be well to give a brief 
account of the actual characteristics of the development in 1930 and 1931. 

III. AN ACCOUNT OF THE DEPRESSION. 

(a) Production, Trade, etc. 
In the autumn of 1929, many competent observers expected the depression to be of short 

duration. At one time in the spring of 1930 there seemed to be indications that this expectation 
would be fulfilled. In manufacturing industries in the United States of America there was a 
substantial revival, which exceeded the ordinary seasonal recovery. This recovery, however, 
was short-lived, and the degression gathered new strength in the latter half of 1930. The seasonal 
recovery in the spring of 1931 has been rather less than usual. In other words, production and 
price curves-after elimination of seasonal variations-have continued downwards, although 
the rate of decline was considerably checked towards the end of 1930 and the beginning of the 
present year. It is, however, too early to judge whether this slackening of the pace is due to 
seasonal influences or for any other reasons is a temporary phenomenon. 

The following table shows the quarterly movement of the volume of production in manu
fa~turing industries in some important countries. 

Table VII. - General Indices of Production. 
(1928 = IOO.) 

. 
1929 

Countries 

I I I I II III IV I 

France (Statistique generale) . . 
Germany (Institut fiir Konjunktur-

xo8 IIO 109 II2 II3 

forschung) . . . . . . . • . 95 109 103 IOO 93 
United Kingdom (London and 

xo6 108 106 Cambridge Economic Service) II2 107 
United States of America (Federal 

98 Reserve Board) . . . . . • 107 II2 III 95 
. 

1930 

I II I III I IV 

II3 xog Io6 

89 So 75 

98 88 go 

93 83 76 

The reduction in world trade is illustrated by the chart shown above. Different parts of the 
world and different countries have, of course, been very differently affected. As was to be 
expected in view of the price movements which have been described, countries producing crude 
vegetable food products and raw materials seem ~o have suffered more than manufact~ 
countries. Consequently, Europe has felt the depress10n less than other parts of the world. Durmg 
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the first nine months of 1930, the international trade of European countries fell short of the figure 
of the previous year by 12 per cent, whereas the reduction in the international trade o~ extra
European countries declined by 23 per cent. In the last quarter of the year the new reduction was, 
however, of the same relative proportions in Europe as elsewhere. 

Up to that time, J;:urope~n industrial countries we~e suffering largely from the secondary 
reactions of the depresswn which at first affected more dtrectly other parts of the world. As the 
depression increased in intensity, however, its effects became cumulative and the demand for 
manufactured goods, not only by producers of primary commodities, but also by the industrial 
States themselves, gradually fell off. As prices of manufactured goods have fallen relatively 
little compared with a drop of 40 to 50 per cent in most primary products, Europe evidently is in a 
position to exchange its manufactured goods against raw materials and crude food products at 
much more favourable terms than before the depression. To pay for a given quantity of the latter, 
a much smaller quantity of manufactures has to be exported. It is highly significant that the 
quantity of imports in European countries in 1930 seems to have been almost as large as in the 
previous year, whereas the quantity of exports was probably about 10 per cent smaller. As between 
European manufacturing nations and countries exporting cereals and raw materials, the change 
in the terms of trade to the advantage of the former is something like twice this figure. To a not 
inconsiderable extent the reduction of output in European manufacturing industries, and the conse
quent unemployment, corresponds to the decline in the quantity of such goods which Europe 
must send to other parts of the world to pay for imported food products and raw materials. 

That, at any rate, the industrial countries of Europe have not been so seriously affected 
as most of the rest of the world is corroborated by a closer analysis of the trade in different groups 
of commodities. According to the somewhat inadequate date available, the reduction in the volume 
of raw materials imported would seem to be considerably greater in extra-European than in 
European countries, which indicates a greater reduction of manufacturing activities in the former. 
Equally significant is the fact that the European exports of manufactured goods to European 
countries has declined comparatively little in 1930, whereas the export to other countries has 
fallen heavily. · 

Those EUiopean countries, however, whose economic forces are mainly devoted to the 
production of cereals have felt the full brunt of the depression and, in the majority of industrial 
States, there has been an unprecedented falling off in effective employment. 

Table VIII. -Unemployment in Germany, Italy and the United Kingdom. 

(ooo's omitted). 

Country 1929, 1930, 1931, 
February February February 

Germany I . . . . . . . . . . . 3,050 3.366 4·972 Italy 1 • • . . . . . . . 505 483 792 
United Kingdom" . . I.454 1,583 2,697 

1 Number of unemployed re~istered. 
: :t:rumber of u~employed registe•ed (totally and partially unemployed). 

Compulsonly msured workers, wbolly or partially unemployed. 

Scnwco: League of Nations Monthly Bulletin of Statistics. 

_In stu~ying such figures, one must bear in mind that, for many reasons, they are 
not mtematlonally cm;nparable_; they should be used rather for a comparison of the situation in 
t~e ~arne country at different tunes. A study of figures from which seasonal variations have been 
elun_ma~ed shows that unemployment increased rapidly in the last quarter of 1930 and did not 
decline m the first quarter of 1931. 

~v~n ~f it_ were possible to compare the national unemployment figures, they would give no 
certam mdicatwn of the relative severity of the crisis in different countries. The number of working 
hours per week has been reduced far more in certain countries than in others. Further, even if 
co!llplete and reliable figures for short time and unemployment were available it would be a 
m~take to suppose that countries_ with ,low fig~res necessaril~ suffer less from the 'depression than 
~~ er~. On the contr~ry. the n~twnal mcome m manufactunng countries has dropped much less 

an m cereal-producmg countnes, many of which have little unemployment. 

So It r~uld fall outside the scope of this review to analyse the position of the different industries 
me~ t e~ are naturally more de_Pressed than others. In 1929 and the first half of 1930 industrie~ 

manu actunng producers goods-Iron and steel, machines, building materials, etc.-se~m to have 
re?uced ~utput less t~an tho~e producing consumers' goods. Especially in the textile industry 
~~~han output declined r~pidly. After the summer of 1930, the tendency has, however, reversed: 

• 
1 

e output of producers _goods has fallen off more than that of consumers' goods. This may be 
r~~ y -~ue .to thde fact t~a~ •. m the first half of 1930, retailers reduced their purchases more than 

CIT sa es _m o~ er to.dimimsh stocks. From the third to the fourth quarter of 1 o the volume 
df P;rxluct1on. m the tron and steel industry of the world declined by about oni-~e~enth This 

eve opment IS probably, to a large extent, due to the fact that the volume of real inv~tment 
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kept up fairly well in the first half o( the year; the building industry, for instance, was active in 
many countries. Later, when investments decided upon earlier had been completed and few new ones 
were started, the production of capital goods naturally declined rapidly. The development was 
not, of course, the same in all countries. The mechanical engineering industry in a country like 
the United States, where the boom expansion was great, has reduced its output in 1930 to half 
the 1929 figure. In Great Britain, the reduction was probably only about 10 per cent, in Germany 
about 15 per cent, whereas in France it maintained about the same level of production in 1930 
as during the previous year. Similarly, the manufacture of motor cars has declined much more 
in the United States than in Europe-namely, by 37 per cent as against II per cent. The reduction 
was greater in Germany and Italy than in Great Britain and France. Among industries which 
increased their output during 1930 is shipbuilding; the total tonnage of ships over 100 tons launched 
rose by 3·4 per cent. In Europe, the tonnage launched was the same as in 1929. It seems certain, 
however, that it will decline heavily in 1931. In the beginning of that year the capacity of 
British wharfs was utilised only to 25 per cent. The world tonnage. under construction sank 
from 3·3 million tons measurement at the end of the first quarter of 1930 to 2 million tons at the 
end of March last. 

The violence of the crisis is clearly reflected in the Stock Exchange quotations. The level of 
shares in general fell from the various maxima reached in 1928-29 by the following percentages 
in the countries shown in the following table. It should be noted that, in several countries, the 
decline started as early as 1928. 

Table IX. - Percentage Reduction in Indices of Stock Exchange Securities. 

United States United Kingdom 

l France Germany 
From September 1929 From Januo.ry 1929 From February 1929 From Juno 1928 

to December 1930 to December ·1930 to December 1930 to December 1930 

Per cent Per cent I Per cent Per cent 

52.8 33·6 36·3 47·3 

Sweden Switzerland Netherlands 

From July 1929 From September 1928 From March 1919 
to December 1930 to December 1930 to December 1930 -

Per cent Per cent Per cent 

29-3 30·7 52 

Sourus: France: Statisliqtlll ghllral•. 
Other countries: League of Nations Monthly Bull•lin of Statistics. 

The stocks of staple commodities reflect at once one of ~h~ causal facto~ of the ~epression 
and its gravity. As indicated above, stocks of many c~mmodit~es were exceptionally h•gh before 
the autumn of 1929. Since then, the all-round decline m effective d~mand has been greater than 
the reduction of supply-in spite of a bad harvest of some cereals m 192g-so that stocks have 
been rising to still higher levels, as shown by the table below. 

. 

Table X.- Stocks of Staple Commodities.1 

(Beginning of Month.) 

July January July 
Commodity 1929 1930 1930 . I 

Cotton • (x,ooo bales) . • . . . 3.096 3,622 4.970 
Copper 1 (x,ooo long tons). . . . 315 401 522 
Spelter (x,ooo long tons). . . . . 34 73 109 
Rubber' (1,000 long tons). . . . 299 383 430 
Sugar (1,000 long tons). • . . . 4.779 5.473 6,156 
Coffee (1,000 bags) • . • . . . 14,259 25,003 28,424 
Nitrate (x,ooo long tons) • 1,653 2,516 2,249 . . • 
Wheat (x,ooo metric tons) 13,8o3 1 15.708 II,2og . . . 

January M..rcl1 
1931 1931 

6.471 6,787. 
535 519 
140 142 
SII 533 

6,877 7.573 
29.309 28,459 

- -
16,373 -

, Except in the case of sugar and coftee, the aeries In this table are not as complete as those shown for previous 
years in Tables 11 and Ill. . . . · 

• Total supply seasonally corrected, exclu'live of European and As1atic mtll stocks. 
• Total supply outside hands of consumers, less JaF stoc:ks: 
• Estimate of world's stocks by Rubber Growers AssOCiation. 
• End of September. 
• Provisional. 
Sovrcu/LondonandCambridge Economic Service. For Wheat: Wc><:Mtoboric.Wd,.[ .. liluls filr KotOjtntllhwfOt'sdu•"C• 

March 18th, 193'· 
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These fi res cover only the so-called visible stocks and do not include stocks in the h~n~s 
f rod rs gult is almost certain that the latter have been much reduced, but by how much 1t 1s 
~ p i~f: t~ say. For manufactured goods, even less complete figures are availab~e. It seems 
r.icticaiiy certain, how~ver, th_at invent?ries of sue~ goods in the hands of the retail tra~e have 

fallen off. The decline m retail stocks 1S of great Importance and s~ould tend substantially. to 
strengthen the whole economic situation; for, while these stocks were bemg red?ced, the comm~1ty 
as a whole was consuming more than it was producing of certain goods, and m other ~ VlSl~le 
stocks in the hands of wholesalers tended to increase. Owing to the consequent weakenmg of 1~s 
demand for further production, prices and employment naturally fell off. Once, however, retail 
stocks have been brought down to their irreducible minimum, _this cause of a red~cti~n in ~emand 
for new products must disappear and prices should be steadted. Once the decline m pnces has 
stopped and the retail~r feels him~eU justified in raising ~is s~ocks again .t~ more normal dimensions, 
a temporary increase m demand m excess of consumption 1S to be antlctpated. 

(b) The Development of Prices. 

The violent reduction of wholesale prices during the last two years has come as a surprise to 
most economic authorities. As prices rose very little during the upward swing of the business 
cycle, and in some countries even declined, they were led to expect only a moderate price decline 
during the downward swing. This expectation, unfortunately, was not realised. The heavy 
drop in the wholesale-price indices has been shown in Table VI above. 

Of foodstuff prices, those of cereals have dropped much more than those of animal foods. 
Since the summer of I929, the price of Canadian wheat has declined almost 6o per cent. The 
prices of rice and coffee have fallen by about so per cent. As many foodstuff prices began to 
decline rapidly as early as I928, the reduction since that year has been even greater. In Great 
Britain, the whole group of food prices has declined by one-third, in spite of the fact that prices 
of aninlal foods, like butter, eggs and cheese, have been fairly well maintained. The price of Danish 

. butter in March I93I was only 23 per cent below the I928 average. 

But, when discussing food prices, the fact should not be overlooked that world market prices 
are not at all representative of conditions in most countries, owing to high and-in recent years
rapidly rising import duties on grain. In several European countries the prices of cereals in I930 
were almost as high as in the preceding year. The average price at which wheat has been sold by 
farmers in many countries on the European continent-but not, of course, in Eastern European 
countries-has probably not declined more than the prices of animal foods. The cereal-exporting 
countries have thus suffered both absolutely and relatively. 

On the world markets, the prices of raw materials have shown a ·movement similar to that 
of vegetable foods. Prices of cotton, raw silk, wool, jute, rubber, hides, tin and copper have all 
dropped to about one-haU those ruling two years ago. The important exceptions are coal and 
iron and steel. British coal (best large steam D.C.B., Newcastle) was quoted at I3S. 6d. per long 
ton in I928, ISS. in I929, and I3s. 2d. in the first quarter of I93I. British pig-iron has delined 
by about 20 per cent since I929, while in the United States and Germany the prices have declined 
only about IO per cent. In certain caseS, the fact that the prices of some of these commodities 
which _during the depressions in the last. two dec~des of t~e n~neteenth century used to sho~ 
reducttons of 40 to so per cent, have declined relatively so httle 1S largely due to the influence of 
agreements between producers. In others, such as coal, a contributing factor is that prices were · 
already very low in I928. 

The effects of price regulat!on by producers is seen ~ery clearly in Germany, where the prices 
of those r~w matenals and serm-manufactured goods which are more or less independent of world 
~ket pnces dropped only abou~ ~I per cent from the autumn of I929 to the end of I930, whereas 
pnces governed by world competition fell about 32 per cent. While the prices of the former group 
were more than 20 per cent over the I9I3 level towards the end of I930, prices of the latter group 
were IS per cent below that level. 

• 

Wholes;ale prices of raw m~terials have, as usual in periods of depression, dropped more than 
those of finiShed goods. In thiS respect, however, conditions vary a great deal from country to 
country. ~n Germany, the J?rices of consu~ers' goods fell 16 per cent from the autumn of 1929, 
and the p~ of corr~pondmg raw matenals 45 per cent. In Sweden and Denmark, on the other 
hand, the Pru:es of finiShed good;~ seem to have declined almost as much as those of raw materials. 
Oth~ C?untnes show figures lymg between these two extremes. In several countries prices of 
semt-finlShed goods have dropped more than those of raw materials. ' 

of :/: ~eements bet~een P!oducer~ are also partly responsible for the fact that the prices 
g which are not subJect to mternabonal trade have fallen less than import and export prices. 
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Retail prices ha_ve lagged ~mewhat behind wholesale prices. A drop in the latter does not 
usu~lly, at l':ast ';lOt m the first m~tance,_lead to a reduction in the retail margin-i.e., the sum the 
retail~r requrres m P:'-yment for hiS servtces. Thus, the percentage drop in retail prices is smaller 
~han m wholesale pnces: Further, th~ retail price at a certain date refers to a commodity which 
IS purchased by the re~ailer at~ ~arlier date when wholesale prices were higher. There is also an 
element of monopo~y m the postbon of a retail trader which makes it possible for him to profit 
from the .conservatiSm of hiS c~stomers. In food-exporting countries, retail prices of foodstuffs 
have declined 15 to 20 per cent; m Hungary and Bulgaria, as much as 25 per cent from the 1929 
ave~age level. Elsewhere, the reduction has been a little less, chiefly owing to increased import 
dubes. 

The shrinking of the volume of international trade has, of course, meant a falling off in the 
~emand for tonna~e and brought about a considerable decline in freight rates. The Economist's 
mdex number, whtch lay, on an average, a little under xoo in 1928, was approximately So in 1930. 

Nomin~ ~ages of. manufacturing workers have remained almost unchanged in most countries. 
In Great Bntam, the mdex number shows a drop of 2 per cent. In the United States of America, 
aver:'-ge weekly earnings had declined by about xo per cent by January 1931; the reduction in 
nommal wage rates has, of course, been less. In Germany, where wages rose rapidly between 1926 
and 1929, the reduction has since been small. The wage-index for industries producing capital 
goods rose by about 26 per cent from January xst, 1927, to January xst, 1930, and declined only 
about I per cent in 1930. In industries producing consumers' goods and in transportation there has, 
according to the statistics available, been no reduction at all. Even in countries where the greatest 
reductions have taken place, they have not completely offset the fall in the cost of 
living. Consequently, real wage rates of the employed workers have been rising, although probably 
a little less than the figures indicate, as in some cases wage reductions are not reflected in the wage 
statistics. In the spring of 1931, the tendency towards wage cuts seems to be gaining strength 
in several countries. 

The influence on prices of the rapid growth in the output of certain classes of products is, 
however, only one aspect of the situation. Some reference must also be made to the monetary 
aspects of the problem, although it is not proposed on this occasion to do more than to refer 
to them briefly. A study of the forces or of the policies which have influenced the monetary 
situation in recent years could not be adequately given within the limits of this brief note. The 
effect of these forces is, however, largely reflected in the movements of discount rates, which 
themselves have influenced the movements of capital and the opportunities for profitable 
investment. 

In the latter half of 1928, there was a general tendency for money rates to rise in the more 
important markets of the world, a tendency which was steadily maintained throughout the 
whole course of 1929 up to the Stock Exchange crash in New York in the autumn of that year. 
In London and Amsterdam the rates were raised from 4% to 5 Yz per cent in February and March 
1929 respectively. The German rate went up to 1Yz per cent in April. In August, the Federal 
Reserve Bank of New York raised its rate from 5 to 6 per cent, and in the next month the Bank 
of England raised its rate to 6Yz per cent. Then came the stock market crisis in New York. 
Immediately afterwards, the New York rate was reduced, and Central Banks in other countries 
followed suit. Since then, discount rates have been lowered several times in most countries, 
and in the spring of 1931 have reached an unusually low level-in Paris and Zurich, 2 per cent, 
in New York xYz per cent. Other rates have fallen simultaneously. Commercial paper rates have 
dropped to about I per cent in Amsterdam and Zurich, I Yz per cent in New York, 2 per cent in Paris 
and 2 to 2Yz per cent in London. In Berlin, the rate fell to 3 per cent in the s!lmmer of 1930, 
but has since risen to 5 per cent. Interest rates on long-term loans have declined much less. 
It is one of the characteristics of the present situation on the capital market that the lack of 
confidence makes capitalists unwilling to invest their money on long terms-e.g., to buy bonds
and creates a preference for keepinl? it on the money market or li;S bank deposits. Nevert~eless, 
bond yields have declined substanbally or by Yz to I per cent smce the autumn of 1929 m the 
leading countries, and the interest to be paid on bank loans has dropped in proportion. 

Many financial authorities hold the opinion that this ea<;ing of the capital market has been 
too small to enable all current savings to be demanded by borrowers. 

The incentive to borrow and invest during periods of falling prices and depression is, of 
course, very much less than at other times. If the .total of current savings is to be lent and 
used for real investment, it must be offered on constderably cheaper terms than usual. though 
even the lowest rates may fail to produce the desired result. It the rates are not sufficiently 
attractive or the anticipation of the future fall in prices checks enterprise despite .low rates, 
these sav~gs will not all be used, the total purchasing po~er will decline and the price-level~will 
drop. It seems not improbable that the whole of the last etghteen months has been charactensed 
by such a lack of balance between savings and investments, a lack of balance which must 
strengthen the tendency towards a reduction of the general commodity price-level. · 

One reason why long-term interest rates have been falling so ~l~wly is no d~ubt the ~onservatism 
of investors, who, in the last decade, have been used to obtammg a certam net yteld and are 
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reluctant to accept much less, preferring for a time to hold their money as bank deposits or on 
the short-term money market. · 

Investors have also been influenced by unsettled political conditions, which h3:ve tended 
to strengthen the other forces already mentioned, contrib~t~ng towards :'- contr~ctwn of !he 
international movement of capital. Doubts about the pohttcal outl~ok 1n certam b_orrowu~g 
countries and other factors have also kept the capital-exporting countnes from expandmg agam 
their foreign lending, which had been contracted in the summer of 1929. 

In 1928, the net export of capital from the United States, which had reached a reco~d level 
of about x ooo million dollars in the preceeding year, fell to about one-fourth of that figure; m 1930, 
the net ~utward movement was quite insignificant. T~e British . export of capital w~ 
better maintained in 1929, reaching about the same level as m the prevtous year.; but m 1930 1t 
dropped by 70 per cent. France exported very considerable amou!lts of capital m 1926 ~o 1928, 
chiefly on short-term account. In 1929, t~is movement was constderabl~ c~ecked, and m 1930 
there was probably a net import of capital mto France; large amounts of liqwd funds were taken 
home from London and New York. In the borrowing countries, corresponding changes took place. 
The German import of capital in 1927-28 probably amounted to as much as x,ooo million dollars 
a year. It fell off considerably in 1929, and was relatively unimportant last year. In Poland and 
Hungary, there was also a heavy.reduction in capital imports in IQ29-30 as compar~d with 1927-2~. 
Argentine borrowed much less m 1929 than formerly, but, unlike most countnes, succeeded m 
increasing its borrowings in 1930. 

The money which owners of capital in certain of the capital-exporting countries have failed 
to lend to countries with high rates of interest in which it would have been used for real investments, 
has probably in part not been used at all. Borrowing countries, in consequence of the curtailment 
of their borrowings, have had to reduce their purchases in manufacturing countries, which has 
reduced production and increased unemployment. This reduction in their demand has not been 
offset by an equivalent increase in the demand for producers' or consumers' goods in lending 
countries, and prices have, in consequence, been depressed. 

It is in this state of the capital markets that the maladjustments in production and trade 
previously described have been exercising their influence. The question which is often put whether 
the causes of the drop in prices are to be found on the side of money and capital or on the side of 
production and trade is falsely formulated. If any of the circumstances-monetary policy or 
industrial maladjustment-had been different, then the economic development and the movement 
of the price-levels might also have been different. · 

Thus the severity of the drop in prices and of the depression in general seems to be due to the 
existence of deep-seated maladjustments between production and demand and in international 
economic relations, especially in international credit transactions, and to the absence of offsetting 
factors in the credit situation. The credit situation itself is affected at all times at once by monetary 
policy and by the general economic conditions which exist, and monetary policy in its tum is not 
conducted in a vacuum, but is always largely determined by those same general conditions. But 
the lack of adaptability in the economic system and to some extent of flexibility in monetary 
systems, partly due to political instability and lack of confidence, have prevented such changes 
being made in the basic conditions, before and after the tum in 1929, as might have mitigated 
the depression. 

Reference should also be made to a special monetary factor which has exercised a disturbing 
influence-the depreciation of silver and the consequent drop in the exchange value of the Chinese 
currency. As the internal price- and wage-levels in China have risen very slowly, the ability 
of that country to buy foreign manufactures has been considerably reduced. 

A few words may be added by way of comparison with previous depressions. In the last two 
de_cad~ before the war-a period with a rising trend of prices-Europe experienced two severe 
crtses m !he years xgoo and 1907. These were of shorter duration than the present depression, and, 
further~ mvolved a reduction i.J;I the output of manufacturing industries and in wholesale prices 
of considerably smaller proportions. The present depression bears far more resemblance to those 
of the 'seventies and 'eighties of the last century, when the general trend of the price-level was 
~ownwar~. At that time a maladjustment in agriculture, brought about largely by the rapid 
mcrease m . the production of cereals in oversea countries and a cheapening of the means 
of transportmg them to Europe, was an essential characteristic of the situation. Even then however 
the upw:ard sw~g seems to have begun not later than a year and a-half after the down~ard tum 
-a penod Which the present depression bids fair to exceed. 

(d) International Differences in Business Conditions. 

In fl'eneral d~ussions ~f world economic conditions, too little attention is often paid to 
the constderable dtfferences m the position of different countries. It has already been pointed 
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out: that Europe su~ered 1~ than most other parts of the world, especially up to the autumn of 
last year. The national Income of countries largely dependent on the production and export 
of cereals has been reduced m?re. than that of manufacturing countries. Countries such as 
Denmark and Ireland, ~hose l?rmc1pal exports are animal food products, were relatively slightly 
affected by the depressiOn until the autumn of 1930. The fall in the prices of animal foodstuffs 
up to that date was n<_>t great a~d was largely offset by a reduction in the prices of fodder. The 
~xports of manufacturmg countnes, such as Germany, Switzerland and Sweden, which sell mainly 
m the European market, were less affected than those of Great Britain and the United States. 
The Ge~an export ~al~e of manufac~ured goods in 1930 was only 2 per cent lower than in 1928, 
whereas m Great Bntam an~ the Umted States the corresponding figures were 20 per cent and 
16 per cent: But for c~rta111 other unfavourable factors-In particular, political uncertainty 
and the senous contra~tJon of capital imports-Germany would probably have suffered less 
than the other two leadi~g export countries. In the United States, the violent boom of 1928-29 
had created a set of spec1al diSturbances which aggravated the effects of the crisis. The volume 
of production in manufacturing industries declined from the second quarter of 1929 to the fourth 
quarter of 1930 by ~o less than 34 per cent. The corresponding figure for Germany was 31 per cent 
and. ~or Great Bntam only 9 per cent. Great Britain has, indeed, been in a relatively favourable 
posJbon, partly on account of the advantageous terms on which she has been able to purchase 
her foodstuffs and raw materials, either with her exports of manufactured goods or with the fixed 
interest on certain classes of her foreign investments. 

Differences in the relative position of the various countries are also largely due to differences 
in the degree of the flexibility of their economic organisation, the adaptability of business firms, 
the mobility of labour, the flexibility of wages, etc. The Netherlands and the Scandinavian 
countries would appear to owe their relatively very favourable position largely to the flexibility 
of their economic systems. 

In France and Belgium, the internal price- and wage-levels in terms of gold were low at the 
time of their return to the gold standard, and do not seem to have quite reached a normal relation 
to prices abroad by 1929. Retail prices in France were rising throughout the year 1930. These 
conditions naturally mitigated the effects of the decline of the world price-level. In this country, 
further, the large demand for real investments, especially for electrification, has maintained 
production in capital industries at a high level and helped to maintain a balance between saving 
and lending. 

That the Eastern-European and oversea countries-large producers of cereals, coffee and 
raw materials-have suffered most seriously has already been mentioned. The agricultural 
countries in Europe have shown a marked power of adaptation and have succeeded in resisting 
the strain on their balance of payments and maintaining their currencies stable. 

IV. THE EcoNOMIC SITUATION IN THE SPRING OF 1931. 

Almost two years have now passed. since the v~lume of production and trad~ turned deci
sively downwards, and as yet no clear s1gns of a reviVal are to be observ~d. As 1t has ~ady 
been mentioned, this depression is of an unusual length, greatly exceedmg those e?'~ne~ced 
in the last two decades before the war. In recent months, however, there have been 111dicabons 
of a decline in the rate at which the depression has been proceeding. Stocks of staple commodities 
have on the whole ceased to rise and in certain cases have slightly sunk. Prices of raw materials 
h~ve' dropped but iittle from Nov~mber to.March, a;; the c~art herewith .. referring to th~ United 
K111gdom shows. The curve for ... matenals and 111dustnal products represents chiefly raw 
materials and semi-manufactured goods. 

However, in April, the tendency was distinct!~ do~wards, and ~e ~ituati~?n seellll! weaker 
than it was a month ago. The indices of production 111 manufacturmg 111dustnes contmued to 
fall rapidly during the last quarter. of 193?· From .January to February of the present year, 
a considerable increase took place 111 certam countnes. 

In the absence of later figures, it is~ y~t imP~?ssible ~o say whether this increase was more than 
a temporary ,improvement. The feehng m busmess crrcles seems to be that, as yet, no real 
upward movement has begun. 

But it is, unfortunately, too early to judge whether such indications as may be found that ~e 
depression is being arrested are s~bstanti~ or ~hether they are the outcome of the normal sp!"lng 
revival. In quite a few months' bme the s~tuatlo';! should beco_m~ very much clearer. On prevJ<;>us 
occasions, for instance in 1921-22, a defimte reVJval ~gan Within a few _months <;>f th<;>se durmg 
which the major decline was gradually ~e~ted; but JUdgment co~cernmg. the SJt~atJon at ~he 
moment must necessarily be suspended, 111 VJew of the ~urther decline o~ pnces whtch has ta~en 
place during the last four weeks. The course of events will therefore reqmre very careful watchmg 
between now and the early autumn. 
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Table XI. - General Indices of Production. 
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1930 . 1931 . 
October I November I December jaDuary I February I March 

- --
90·41 82.71 

107.1 106.3 105-5 104-7 104-7 

77-I 75-6 72.21 68.5 • 70.21 71.1 

85.o 82.0 78.9 74-0 71-3 70-5 

II4.5 109.1 109.1 102.7 II1.8 110.9 

78·4 76.6 73·9 73·9 77-5 79·3 

90·3 90.0 79·7 82.0 84·3 

Sowu' League of NatioDa Mtml/oly Bulktl11 of SI<Uisllcs, Woc:hmbmchl .Us lmlilllls fUr KDIIjtllllllt~rforschu"t• 
May 6th, 1931, London aDd Cambridge Eccmomic Service, April syd, 1931. 

But the date at which real recovery begins and the rapidity with which it progresses will depend, 
not only on such natural forces as the gradual consumption or decay of stocks, but also on events 
of a non-economic origin, and upon the economic policy pursued. 

The whole post-war development brings out very clearly the economic importance of political 
conditions, both international and domestic. When these are disturbed and confidence is 
ahaken, international credit transactions are immediately affected and trade conditions vary 
rapidly. Economic life suffers, and recovery cannot but be impeded by political uncertainties. 
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The W<?rld is in fact, m~re closely knit to-day economically than politically. The actions of individual 
co~tnes! not ~n1y ~th regard to m~netary or commercial policy, wh1ch are immediately inter
na~'!nal m ~err !eac~10ns, but 3;lso With regard to what may seem to be purely domestic or purely 
political affairS, meVItably entail far-reaching economic consequences. 

".fhe fre~ m~vement of capital on which so much depends will be determined, not only by the 
secu~ty wh1ch ~s foreseen, but by the .adequacy of the mechanism available for capital transactions. 
In th1s connection, the Gold Delegation of the Financial Committee, in its last report, remarked: 

·: Lending must not be impede~ by artificial restrictions, such as discriminatory rates of 
taxabo~ or exchang~ control. We beheve that any measures designed to improve the mechanism 
for the ·1ssu~ of fore1gn loans, or to promote international transactions in existing securities, 
would contnbute to the smo<?th W?~ki!'g of the gold standard, ~ted the powers of Central 
Banks to control temporary d1sequil1bna are adequate. We have m mind such measures as the 
improvement of facilities for foreign investments, the quotation of foreign securities on national 
Stock Exchanges, the equalisation of taxes on <Iomestic and foreign investments. We also 
attach particular importance to the discussions now taking place with a view to the solution 
of the problem of double taxation. The high rates of taxation in certain countries constitute 
an insuperable barrier to capital movements in cases when, owing to the absence of any 
international understandings, the owner of foreign securities is liable to be taxed twice 
on his holdings. " 

They add, however, that all these various measures designed to facilitate long-term lending 
and the international purchase and sale of securities will require time for their perfection. On the 
other hand, the effective demand for capital must depend on the price which has to be paid for it. 
That price will be determined largely by the element of insurance against risk, which it incorporates, 
and therefore by those conditions to which reference has been made above. It is believed by many 
a].Ithorities, however, that the average price to-day of long-term investments is unduly high owing 
to an exaggerated conception of the real risks which exist, and any action which would result in the 
reduction of the price of capital would no doubt expedite economic revival. 

. . 

The maladjustments which require to be righted, however, demand freedom, not only for the 
movement of capital, but for the other factors of production. The more readily labour can be 
transferred from one industry or occupation to another in any country, the more quickly will 
that country be able to adapt itself to those more profound changes which lie behind what has 
been described above as structural maladjustment. This, of course, holds good for agriculture 
as much as for manufacturing industries. Indeed, every action which increases the flexibility of 
the economic system as a whole must facilitate the readjustments which are required. It is for 
this reason that many economic authorities maintain that co-operative efforts to uphold the price 
of this commodity or of that are likely rather to prolong than to alleviate the depression. Such 
measures of control, it is maintained, are likely to involve an undesirable delay in the adjustment 
of the relative prices of different classes of goods. 

It does· not follow, of course, that an international competition with a vie~ to a reduction 
in the price oflabour-wages-would have beneficial effects. Such a generallowenng of wages m.ay, 
in certain circumstances, lead to a general lowering of the whole range of val~es-the world P':'ce
level-or rather weaken the normal tendency to a rise in that level after active trade conditions 
have been established. Such a permanent lowering of values would, of course, tend to render. ~e 
burden of fixed charges on industry higher than they would otherwise hav.e ~n. Fr<?m this. It 
must not be assumed, however, that the relationship between ":age-rat~ m different mdustries 
or in different countries which existed prior t<? the present depressiOn was .m any s~se of the word 
either normal or permanent. Some change,.either :upward or downward, IS at all times demanded 
by the inevitable changes in general economic conditions. 

The control of the prices of commodities can, of course, on1y be. achieved by means. of the 
control, direct or indirect, of their production or sal~. Su~h control IS, or may be, exercised by 
industrial associations; but that particular form of 1mped1ment to the ~ee movement of goods 
or the rapid adjustment of prices is on1y one,~d ~rhaps not the m?St rmportant, of the many 
impediments to commodity movements and pnce adJustments that ex1st to-day. 
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ANNEX 16. 

C.272.M. 125.1931. VII. 
[C.E.U.E.22.) 

WORK OF THE SECOND CONFERENCE ON CONCERTED ECONOMIC 

ACTION, DURING ITS SECOND SESSION, HELD IN MARCH 1931. 

REPORT BY M. COLIJN, PRESIDENT OF THE CONFERENCE . 
• 

The Commission of Enquiry for European Union after hearing the report of the ~resident ~f 
the Second Conference on Concerted Economic Action on the results of the first session held m 
November 1930 adopted the following resolution on January 31st, 1931: 

"The Commission of Enquiry for European Union: 

"Being strongly of opinion that the result of the putting into force of the Cor_n.mercial 
Convention of March 24th, 1930, would be to create such an atmospher~ o.f stability and 
confidence as would enable the execution of the programme of future negotiations also drawn 
up on March 24th, 1930, to be usefully pros~cute~ and extended; . . 

" Counts upon its members to do all m therr power to ensure that the sa1d Commercial 
Convention is speedily put into force; · . 

" And trusts that the bilateral negotiations opened in consequence of the Conference With 
a View to Concerted Economic Action of November 1930 may be actively pursued. " 

At the time of the January meeting of the European Commission the situation as regards the 
Commercial Convention was as follows: 

Out of the twenty-six European countries represented by delegations at the Conference of 
February-March 1930, eight did not sign the Convention at all, and out of the eighteen signat<;>ry 
States only eleven had deposited the instruments of ratification at the time of the January sess1?n 
of the Commission-viz., Belgium, Denmark, Finland, Great Britain, Greece, Italy, Latvia, 
Luxemburg, Norway, Sweden, Switzerland. 

In the hope that the resolution of the European Commission would have a beneficial influence, 
the second session of the Conference was approached with a certain amount of confidence. When the 
Conference met on March 16th, however, the situation proved to be much the same as in January. 
Although the Government of the Netherlands had deposited the instrument of ratification on 
March mth, and Spain had presented a demand to adhere to the Convention, important adhesions 
or ratifications (e.g., those of Austria, Czechoslovakia, France, Germany, Poland, etc.) were still 
outstanding. It is true that during the Conference information was received from the German 
delegation that the Reichstag had approved the Convention, but even this did not improve the 
situation substantially, so long as the other ratifications and adhesions were lacking. 

In these circumstances, the Conference which had met to fix the date of the putting into force 
of the Convention, was faced from the very beginning with grave difficulties. The thirteen States 
which had ratified or adhered were not prepared to put the Convention into force as between 
themselves. Not only were important ratifications missing, but the bilateral negotiations for the 
reduction of tariffs, on which certain countries made their adhesion dependent, were not sufficiently 
advanced to enable these countries to envisage the immediate putting into force of the Convention 
as far as they were concerned. 

The President of the Conference felt, however, that this ought not to be the last word, and 
that an attempt should be made to keep the Copvention alive if only for a few months, so as to give 
th~ Eun~pean Commission an opportunity of dealing with the matter afresh at its session in May. 
~Ith this e~d in view ~he President suggested that the Convention should be provisionally put 
~to force With a resolvmg clause to the effect that the Governments would regain their freedom 
if certain conditions had not been fulfilled by, say, June 1st or 15th, 1931. 

J?uring the discussion which resulted from this attempt it was clear that two different opinions 
prevailed. On the one hand, there were those who held the view that, as the Convention was 
wrtduded for ~ fixed p~iod ~nding March 31st, 1931, the putting into force ought to take place 
befor~ the expiry_ of thiS penod and therefore not later than March 31st, whilst others maintained 
t~t It_ wa;: possible to keep_ the ~nvention in. a state <;>f what might be called "suspended 
animation and that a deciSIOn With regard to 1ts entry mto force could just as well be taken 
after April ISt, 1931. 

Th~re ~as no unanimity on this ~ain point and it was therefore not possible to fix a date for 
the p~ttmg mto force of the Commercial Convention, and the Conference had to state in its Protocol 
that 1t has been unable to come to an agreement on this point. . 

~t~~er the leg~ position may ~ow _be, it seems clear that, from the practical point of view, 
the possibility of puttmg the Convention mto force at some not too distant date is very remote. 
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Apart from the difficulties which may arise for certain Governments in connection with the necessity 
of obtaining new Parliamentary approval, the Conference, if it meets again, may find itself con
fronted with new difficulties. The situation prevailing at that time may not be the same as it 
wa,s when the Convention was concluded in March 1930. Considerable changes may have taken 
place in the meantime which might easily cause further difficulties preventing the putting into force 
of the Convention of March 24th, 1930. It seems therefore very unlikely that this old Convention, 
even if considered to be in a state of " suspended animation ", can come to life again, and certainly 
not within a few weeks from now, and this quite apart from the fact that the bilateral negotiations 
now pending will necessitate a considerable time before the interested Governments can see 
whether they are likely to come to a successful issue. 

What then can the European Commission do in these circumstances ? Can it take any 
effective steps to alter the present situation regarding the putting into force of the Commercial 
Convention ? 

The freedom to denounce commercial treaties which Governments enjoy after April 1st, 1931, 
need not necessarily be made use of. Although the Governments have refused to bind themselves 
not to denounce treaties, they are nevertheless in a position to act of their own free will as if they 
had bound themselves. In other words they can act according to the principles of the Convention 
in exactly the same way as if they had bound themselves by putting the Convention into force 
before March 31st. 

The European Commission, consisting of responsible Ministers of the highest authority, may 
make a strong appeal to the different European Governments to do of their own free will what 
they have not been able to bind themselves to do under the terms of the Convention. 

If in the meantime the bilateral negotiations are brought to a successful issue, the very serious 
consequences of the failure of the March Conference may still be avoided, and the continuation 
of the work of the League for an economic rapprochetMnt of the people assured. 

The importance of this latter point is clear enough. Although there is, according to my 
opinion, no legal tie between the Commercial Convention and the " Protocol regarding the 
Programme of Future Negotiations", it cannot, however, be denied that the carrying out of this 
programme would be seriously hampered if the Governments were going to make use of their 
freedom to denounce existing commercial treaties. The negotiations stipulated in the programme 
can only be undertaken in an atmosphere of comparative tranquillity, and in a state of affairs 
where the status quo is more or less maintained. 

I am glad to state that from the debates at the March Conference I have the impression that 
the wish to continue these further negotiations is still existent, more particularly as far as the 
bilateral negotiations for tariff reductions are concerned. But, although the desirability of 
continuing these negotiations was acknowledged, there was also a fear that a deviation from the 
present situation might do great harm to the chances of successfully carrying on these negotiations. 

It is exactly for this reason that the maintenance of the present situation is of such importance 
and I therefore venture to suggest in conclusion that : 

1. The European Commission should address an earnest appeal to all the European 
·States to do their utmost not to aggravate the present situation in the sphere of Customs 
tariffs, and to this end to apply the principles of the Commercial Convention of March 1930, and 

2. That the Commission should once more urge the Governments concerned in 
the bilateral negotiations for tariff reductions to pursue these negotiations with the utmost 
activity. 

If such an appeal is responded to, the serious consequences of the failure of the last Conference 
may still be avoided, and the work of the League and the European Commission for the 
improvement of international economic relations be continued. 

ANNEX 17. 

C.E.U.E.zo. 
[C.E. U.E.JC.A./5(1).] 

REPORT OF THE SUB-COMMITTEE FOR AGRICULTURAL CREDIT. 

Note by the Secretary-General. 

The Secretary-General has the honour to communicate to the Members of the Commission 
of Enquiry for European Union the report of the Sub-Committee for Agricultural Credit with its 
appendices. 

He desires to draw the particular attention of the Members of the Commission to the last 
sentence of the report which reads as follows: 

" In view of the desirability of a prompt execution of the scheme and the Council's 
wish that a definite result should be attained as rapidly as possible, the Sub-Committee 
ventures to express the hope that Governments may be able to send to the Commission 



of Enquiry for European Union ~epn;sentatives endowed with . fll}! powers to sign the 
Convention at once, in the event of 1t bemg approved by the Council . 

• • • 
The Sub-Committee for Agricultural Credit ?f the Commission of E~quirf for Europ;an Uni~n 

met in Geneva under the presidency of Fran'>01s-Poncet, Sous-Secretarre. d Etat de 1 Econom1e 
nationale a Ia Presidence du Conseil, and delegate of France, on April zot.h, 21st and 22~d. 
The following countries were represented: 1 Belgium, the British Empire, Bulga~1a, Czechoslovakia, 
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Italy, LatVIa, the Netherlands, 
Poland, Roumania, Sweden, Switzerland and Yugoslavia. · 

In addition, the Agricultural Credit delegation of the Financial Committee was represen!ed 
by its President, M: ter Meulen, ?ne of its !~'embers! ~· Regard, and two members of the Draftmg 
Committee, M. Fre1berger and S1r John F1scher Will1ams. 

The Sub-Committee had before it a draft Convention, Charter and Statutes, relating to the 
proposed International Agricultural Mortg~ge Credit C~mpa~y. The~ drafts pr':p~red by the 
delegation mentioned above are to be submitted to the Fmanc1al Comm1ttee for reVISIOn. 

This delegation had been appointed in January by the Financial Committee to elaborate a 
definite scheme for improving the international facilities for agricultural credit. · 

The President, M. ter Meulen, explained to the Sub-Committee the procedure which had been 
adopted and the principles which had guided the delegation in the preparation of these documents. 
The text of M. ter Meulen's speech may be found in the Minutes of the first meeting. 

Under its terms of reference the Sub-Committee was instructed to " watch the work of the 
Financial Committee and keep in touch with the latter in order that a detailed progranrrne, both 
financial and legal, may be submitted to the Council of the League of Nations at its session in May". 
The Financial Committee will meet again on May 8th next, and will then prepare the final draft 
of the documents to be submitted to the Council of the League of Nations and to the Commission 
of Enquiry for European Union. In these circumstances the Sub-Committee has not considered 
it to be its function to express in the form of definite texts the points on which it reached an 
agreement of principle. It has confined itself to a general discussion of the major principles upon 
which the scheme is based, a discussion which will certainly enable each representative present 
fully to explain the whole proposal to his Government before the meeting of the Commission 
of Enquiry for European Union next month. It proposes therefore to confine itself in this report 
to drawing attention to certain questions to which the Financial Committee will, owing to the 
procedure adopted, have an opportunity of giving full consideration before the definitive text 
is prepared. · 

It leaves to the Financial Committee and to its delegation to undertake the task of drawing 
up the actual text embodying its views and intentions. 

Early in the course of its discussions six points of primary importance emerged. These were: 

I. The purpose to which the loans granted should be devoted; 
2. The formation of the proposed guarantee fund of 5 million dollars; 
3· The proposed fiscal exemptions; 
4· The margin between the rates at which the International Company would borrow 

and lend; . 
5· The composition and form of election of the Board of Directors; 
6. The measures to be adopted for the improvement of mortgage legislation in countries 

in which that legislation would appear to afford insufficient guarantees. 

I. With reference to the first point, certain members expressed the fear that the credits 
granted by. the International Company might have for their main result an increase in 
the productlo~ of cereals and certain other agricultural products, the production of which was 
aln;ady excess1ve.. It was pointed out ?n the .other hand that the lack of capital was one of the 
maJor factors wh1ch prevented the agr1cultunst from changing from those crops of which there 
was at presen~ an excess to those the consumption of which was tending to increase. Moreover 
~ measures a~med. at raising the standard ~f living in those European countries where the standard 
15 at present relatively l?w mu~t help to mcrea~ the de~and for the higher value agricultural 
prod.ucts such as meat milk, fru1t, etc. The grantmg of cred1ts, and more especially the granting of 
cr~d1ts where rates of inter~t are now ~bnormally high, would, therefore, help, on the one hand, to 
br:mg about those changes m production and, on the other, that increase in demand which are 
alike necessary fo~ a gen~ral improvement in agricultural conditions. They would also certainly 
hay~ the e~ect of mcreasmg the purchasing power of agriculturists, and particularly their demand 
for mdustrial products. 

The Su~mmittee is of the opinion that it would be desirable to define and limit more 
exactly the ob)~t of ~he Comp~ny and to indicate that its essential function should be to alleviate 
the burdens wh1ch we~gh on agr1cultural production particularly in Central and Eastern Europe, on 

1 Tbe comp<JUtioD of the delegation. is given iD Appendix I. 
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account of the high rates of interest charged, and to reduce thus the costs of agricultural production. 
The Company should guard at the same time against the risk of an injudicious increase of production 

2. With reference to the guarantee fund (also called the special reserve) it was recoguised 
that the constitution of such a fund was indispensable for the success ofthe whole scheme. However, 
o~jections were raised against the compulsory and imperative character of the text of the draft 
wtth reference to the contributions demanded and to the classification of the States which are to 
make ~ese contributions. It was suggested that these contributions might be made optional 
except m the case of Governments of the countries whose national mortgage institutions desired to 
borrow from the International Company. 

Another proposal was also put forward in connection with the special reserve. It was suggested 
that the advances contributed by Governments of those countries which did not borrow from the 
International Company should be repaid before the other advances. 

Representatives of certain States indicated that the sums which they would be required to pay 
according to the grouping suggested in Article 5 of the Convention as at present drafted appeared 
to be unduly high compared with those suggested for countries in the same group with substantially 
larger populations and national incomes. It was suggested in this connection that the scale of 
contributions might with advantage be made to reflect more closely the scale adopted 
for contributions to the League budget by means of a subdivision of one or more of the groups, 
and especially of groups (b) and (e). 

On the other hand, one repres~ntative expressed the view that all Governments should be 
asked to contribute equal sums. 

Obviously the problem of the Government contributions to the proposed guarantee fund is 
one which could only be settled by representatives empowered by their Governments to enter 
into a contractual agreement. The points raised will no doubt be carefully considered by the 
Financial Committee. The Sub-Committee, however, ventures to observe that contributions to 
this guarantee fund would be facilitated, were the fact that those contributions constitute a 
loan bearing interest to be more definitely emphasised, and were if possible to provide a rate of 
interest as near as possible to the normal rate on long-term investments. Part of this interest might 
be secured if part of the fund were invested in first-class securities instead of being left on deposit; 
and the rest might be taken out of profits. 

· 3· In the section dealing with fiscal exemptions it would seem that Articles 7 and 8 of the 
Convention and paragraph 6 of the Charter might be rendered clearer, if they were drafted on the 
basis of the four following principles : 

(a) That the country in which the Company has its seat should not derive any fiscal 
benefit from the fact that it had been chosen as the seat; 

(b) That necessary measures shall be taken in all countries in which the Company 
conducts its business to avoid double taxation which might result from the fact that its business 
is in fact transacted in several countries; 

(c) That, the essential object of the Company being to reduce as far as possible the rate 
of interest on loans to agriculturists, the countries in which those loans are effected should 
impose no fiscal charges either on the loans granted or on the service of those loans. 

(d) That the Governments may collect internal taxes on persons residing or domiciled 
in their territory, subject, however, to no obligation being placed on the company except 
possibly as regards stamp duties payable in cash on the issue of shares or bonds in the territory. 

. · It remains understood that the acceptance of the revised articles, in full or in part, will be 
optional for the Governments. 

4· As regards the rates of interest on the loans which will be granted by the Company two 
ideas made themselves apparent during the course of the Sub-Committee's work: the necessity 
of assuring that the Company could afford to give its borrowers conditions at least as favourable 
as those which they could obtaitl. directly; the necessity of fixing different interest rates according 
to circumstances, so as to allow each borrower the lowest possible rate compatible with his 
individual credit. 

The rates of interest would have to be determined by the credit of each individual borrower 
and, in fact, a part of the rates might be looked upon as representing in certain cases a premium 
against risk. 

In these circumstances it appeared to the Sub-Committee that Article 67 of the Statutes 
relating to the distribution of the profits of the Company might be so redrafted as to allow these 
premia to be allocated to a reserve, unless the Company employed them (as was suggested at one 
point of the discussion) to effect insurances with suitable insurance companies against the risks 
in question. 

5. With reference to the composition and form of election of the Board of Directors, the 
Sub-Committee realised that a number of distinct and important considerations have to be borne 
in mind. It is necessary to secure, on the one hand, that the direction of this International Company 
should remain international, and on the other that the Board of Directors should be composed of 
persons who will afford, by their standing and reputation, a guarantee to the investing public 
of the sound conduct of the Company's business. At the same time it was felt that an opportunity 
should be given to those countries in which loans were granted to keep the Board of Directors 
constantly informed of the conditions obtaining in those countries. Finally, it is, in the opinion 
of the Sub-Committee, important that the system of election should be simple and in accordance 
with commonly accepted practice. The Sub-Committee felt that the procedure suggested in 
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Art· 1 24 of the Statutes was open to the objection of being somewhat too c~mplicate? a~~ a~ t~e 
san:~ ~ime somewhat too rigid in limiting the Directors to persons possessmg certam e mte Y 
defined qualifications. . · h 

It suggests that it might be preferable to form the Board of Directors m some sue manner 
as follows: 

"Article 24. - The management of the International Company shall be vested in the 
Board. 

" The Board is composed of not more than twenty members appointed as follows : 

"1. The President and Vice-President of the Board are appointed by the Council 
of the League of Nations; 

"2. One director is chosen by the Council of the League of Nations, or by the 
Bank for International Settlements if the latter consents to do so, from among 
experts in finance; . . 

" 3· One director is appointed by the Permanent Committee of the International 
Institute of Agriculture; 

"4· Twelve directors may be appointed by the general meeting of shareholders 
by the customary procedure. Endeavours will be m~de to ensure that the first twelve 
directors in this class each represents, so far as possible, one-twelfth of the first block 
of capital referred to in Article 12. 

"5. Not !JlOre than four directors may be appointed ~y the .sixtee~ directors 
referred to above, in the general interest of the Company and m particular m order to 
ensure the participation of the principal markets capable of co-operating in the sale of 
bonds. 

" On the other hand, each country contributing to the special reserve and of which no 
national has a seat on the Board of Directors shall have the right to nominate an assessor who 
shall receive no remuneration and who shall be present at the meetings of the Board of 
Directors in a consultative capacity." 

The Sub-Committee considers further that the twelve directors.to be appointed by the general 
meeting, and also the assessors, should be as far as possible, governors, vice-governors, presidents, 
vice-presidents, or representatives of mortgage credit, or agricultural credit institutions, or experts 
in banking or credit. 

In this same connection the Sub-Committee felt that to give to the Company the right to refuse 
to allow a sale of shares to any particular individual was likely seriously to restrict their market. 
It thinks it would be preferable to omit this particular stipulation from the Statutes, and, with a 
view to preventing the voting rights getting into the hands of too small a group, to stipulate that, if 
A shares are transferred in any way they should ipso facto be assimilated, in so far as their voting 
rights are concerned, to B shares, failing a decision to the contrary by a three-quarters majority 
of the Board of Directors. 

The Sub-Committee is fully conscious of the fact that the suggestion as put forward is open 
to objection on the grounds that the Board may be composed of as many as twenty persons. It 
suggests, therefore, that the Executive Committee which the Board, under the Statutes as at 
present drafted, has the right to set up, should become a definite part of the machinery 
of administration and should be confined to from five to seven of the members of the Board, amongst 
whom not more than two should be nationals of the countries receiving loans from this company. 

6. On the question of the security afforded by mortgage legislation in those countries which 
will have recourse to the International Company, the Chairman of the delegation of the Financial 
Committee explained that to insist on radical changes of existing legislation, in the countries where 
it seemed inadequate, as a condition for granting to those countries the advantage of doing business 
with the Company, would create delay which it is particularly desired to avoid. It~was therefore 
proposed to leave to the discretion of the Board of the International Company to demand, in 
anticipation of remedial legislation being adopted, special Government. guarantees for loans 
granted. It was with this reflection in mind that Article 10 of the Convention was drafted. ' 

The Sub-Committee, while fully appreciating the merits of the formula suggested in Article 10, 
is of the opinion that it might be well to annex to the present Convention a brief summary of 
~h~ principles which should be ~pplie~ in effecting such reforms. In putting forward this suggestion 
1t IS of course aware that full diSCretion must be left to the Board of Directors of the International 
Company. · 

Further, the Sub-Committee understands, that the International Institute for the Unification 
of Private Law is ~aking a special s~udy of this question of mortgage legislation. It has no doubt 
that the Internahonal Company will keep in close contact with the International Institute of 
Private Law. 

_One delegation sug~ested further that the supplementary guarantee of the Government of the 
Nat10nal Company wh1ch asks for loans should be an essential condition of the loans granted 
by the International Company. . 

~n addition to i~ observati~ms on t_hese six major questions, the Committee put forward a 
cert:tm number of mmor suggestions durmg the course of its examination of the texts submitted 
to lt. 

These suggestions are annexed to the present report. 
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As regards the choice of the seat of the Company, M. ter 1\leulen expressed to the Sub
Committee the conviction already explained in his report that from the technical point of veiw 
Paris was the suitable place. The opinion was expressed on the other hand, however, that the 
choice of Geneva would be preferable in view of the fact that the plan for the International 
Agricultural Mortage Credit Company had been elaborated and the Company would be constituted. 
under the auspices of the League of Nations. As a large number of delegates were not in a position 
to express a definite opinion, the question was reserved. 

Finally, the Sub-Committee desires to record its opinion that the scheme taken as a whole 
is well adapted for the ultimate object in view-namely, that of diminishing the expenses of 
agricultural exploitation in certain parts of Europe. It wishes to congratulate the Financial 
Committee and its delegation on the rapid and effective progress which has been made, and 
hopes that the Financial Committee will be in a position to submit final texts after its meeting 
next month which may prove acceptable to all parties concerned, and the application of which 
may render the desired service. In view of the desirability of a prompt execution of the scheme 
and the Council's wish that a definite result should be attained as rapidly as possible, the Sub
Committee ventures to express the hope that Governments may be able to send to the Commission 
of Enquiry for European Union representatives endowed with full powers to sign the Convention 
at once, in the event of it being approved by the Council. 

Appendix I. 

COMMISSION OF ENQUIRY FOR EUROPEAN UNION. - SUB-COMMITTEE 
FOR AGRICULTURAL CREDIT. 

LIST OF DELEGATES AT THE MEETING HELD IN GENEVA FROM APRIL 20TH TO 22ND, 1931. 

President: His Excellency M. Andr~ FRAN.YOIS-PONCET (France), Member of the Chamber 
of Deputies, Under-Secretary of State for National Economy. 

Members of the Sub-Committee. 
British Empire. 

Mr. Walter R. SMITH, Parliamentary Secretary, Board of Trade. 
Mr. G. H. S. PINSENT, H.M. Treasury. 

Bulgaria. 
M. Bogdan MoROFF, Minister of Bulgaria in Paris. 
M. St. KoLTCHEFF, Administrator of the Agricultural Bank of Bulgaria. 
M. Dmitri MIKOFF, Charg~ d'affaires of Bulgaria in Switzerland. 

Denmark. 

• 

M. W. BORBERG, Permanent Delegate of Denmark accredited to the League of Nations. 

France. 
M. TARDY, Director-General of the National Agricultural Credit Fund. 
M. Jean-Jacques BrzoT, Deputy-Director of the Movement of Funds. 
M. FouQUEs-DuPARC, Secretary to Embassy. 
M. RoBERT, Inspector of Finance. 

Germany. 
Dr. HERMES, Former Minister of the Reich; Member of the International Agricultural 

. Commission; President of the Central Union of Agricultural Co-operatives of Germany. 

Hungary. 
Baron DE KoRANYI, Former Minister of Finance; President of the Central Office of the 

Financial Institutions of Hungary. 
Dr. B~la DE IMREDY, Director and Member of the General Directorate of the National Bank 

of Hungary. 
Italy. 

M. DE MICHELIS, Senator, President of the International Institute of Agriculture. 
M. Alberto BERIO, First Secretary of Legation in the Ministry of Foreign Affairs in Rome. 

Netherlands. 
Dr. BRUINS, Royal Commissioner of the Netherlands Bank. 

Poland. 
Dr. Adam RosE, Director of the Economic Department in the Ministry of Agriculture. 
M. Wieslaw DoMANIEWSKI, Ministerial Adviser in the Ministry of Finance. 
M. Thad~e GWIAZDOWSKI, Counsellor of Legation . 
M. Thad~e MINCER, Editor of the Review Rolnik Economista. 

Roumania. 
M. C. ANTONIADE, Minister accredited to the League of Nations. 
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Sr«dert. 

M. Oscar RYDBECK, Director of the Scandinavian Credit. 

Governments invited. 
Belgium. 

M. Albert JANSSEN, Member of the Governing Board of the National Society for Financing 
Industry. 

M. Joseph WARLAND, Director of the Treasury. 

Czechoslovakia. 

M. Emil Roos, Director-General of the Country Bank in Prague. 

Estonia. 

M. Auguste ScHMIDT, Permanent Delegate accredited to the League of Nations. 

Finland. 
His Excellency M. Rudolf HoLST!, Permanent Delegate accredited to the League of Nations. 

Greece. 
M. R. RAPHA!tL, Permanent Delegate of the Hellenic Government accredited to the League 

of Nations. 

Latvia. 

M. J. FELDMANS, Permanent Delegate of Latvia accredited to the League of Nations. 

Switzerland. 

M. BACHMANN. President of the National Bank of Switzerland. 
M. BLAU, Director of the Federal Tax Administration. 

Yugoslavia. 

His Excellency Dr. Ilia CHOUMENKOVITCH, Permanent Delegate of Yugoslavia accredited to 
the League of Nations. 

Dr. Anton ScHUSTER, Director-General of the Agricultural Bank. 

Other Representatives. 

Agricultural Credit Delegation of the Financial Committee. 

M. TER MEULEN, President. 
M. REGARD, Vice-Governor of the Credit Fonder of France. 
Dr. FREIBERGER, Member of the Drafting Committee. 

' 

Sir John Fischer WILLIAMS, Member of the Drafting Committee. 

International Institute of Agriculture. 

Professor Alexandre BRIZI, Secretary-General of the International Institute of Agriculture. 

Appendix II. 

SUGGESTIONS MADE BY THE SUB-COMMITTEE ON THE TEXTS DRAWN UP 
BY THE DELEGATION. 

I. CoNVENTION. 

Preamble, paragraph J. - Draft as follows: 

. ": . . in~ended to alleviate the burdens which weigh on agricultural production 
m vanous countnes and thus to diminish the expenses of exploitation . • • " . . 
Article I, paragraph I. -Add at the end the words "and of the Constituent Charter and 

annexed Statutes ". 
• 

Article :r_, paragraph z. -.The delega~ion was requested to define the exact moment at which 
the International Company w1ll be constituted {see text proposed for Article 6 of the Statutes). 

Arlicle J, paragraph I. - Penultimate line, after the words "by another Government" 
add the words ' a party to the Convention ". Same addition to the end of paragraph 2. 
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Article 4· -The following text has been proposed for submission to the Financial Committee: 

" The loans to mortgage or agricultural credit companies or institutes provided for by the 
Statutes of the International Company may only be accorded to such of those companies 
as have their registered offices in the territory of the contracting Governments and subject 
to the approval of their Government. " 

Article 5, paragraph I.- See observations in the Sub-Committee's report. 
Article 5, paragraph 2.- This article to be drafted in accordance with the text to be drawn 

up for Article I, paragraph 2. · 

Article 5, paragraph 4· -The Sub-Committee has suggested that: 

(a) Should the Government advances not amount to five million dollars, the various countries 
would be asked to make up the deficit by additional advances pro rata to their compulsory 
advances; 

(b) The additional contributions so made, which would not increase the special reserve 
beyond five million dollars would ensure to the contributing governments rights similar to the 
compulsory contributions. 

(c) The provisions of paragraph 4 would be maintained for contributions for the purpose of 
bringing up the special reserve to a figure exceeding five million dollars. 

Note to be added at the foot of page 4: " ... according to the definition given in Article 21 
of the draft Statutes". 

Articles 7, 8 and 9·- The Sub-Committee has asked that these articles should be revised to 
bring them into line with the suggestions in its report. 

Article IO, paragraph I. - Instead of " national company " read " mortgage or agricultural 
credit company or institute ". 

The actual principle of this paragraph has been reserved (see the Sub-Committee's report). 
Article II. - Read "as far as they find this possible". 
Articles I4 and Ij. - It was recommended that the provisions of these articles should be 

applied in a liberal manner. · 
Article I6. -To be worded as follows: 

" The present Convention shall come into force as soon as the amount of the contributions 
to the special reserve due from the Governments which have ratified the Convention attains 
the sum of five million dollars. If this condition is not fulfilled before December Jist, I9JI, 
a conference of the Governments • • " 

II. CHARTER. 

Paragraph 3· - In the list of Articles of the Statutes the amendment of which should be 
made difficult, it has been proposed to add the metallic parity of the currency in which the capital 
is expressed, this provision to be inserted in Article 6 of the Statutes. 

The Sub-Committee requested that Article 6 should be amended in accordance with the 
principles laid down in its report. 

. III. STATUTES. 

Article J, third line, after the word " mortgage " insert the words " or agricultural ". 
Article 4· - Draft as .follows: 

"The loans for which the present Statutes provide may only be received by national 
companies having their registered offices . . . " . 

• Article 6. - It was proposed to define the weight in gold of the currency of the country 
in which the registered offices are to be situated and in which currency the Company's capital 
will be expressed. 

It was proposed to insert after Article 6 an article reading as follows (which might possibly 
also be inserted in the Charter) : 

" In accordance with the procedure laid down in Article I, paragraph 3. of the Convention, 
the International Company shall be constituted after the subscription of Io,ooo A shares 
(Statutes, Article 12) and after the appointment of the Directors (Article 24). " 

Article 7· - Add a third paragraph (see the report of the Sub-Committee). 
Article IO. - Delete the second paragraph. 
Article I2. - Last paragraph, add "or agricultural". 
Articles 20 and az. - The following text was proposed for submission to the Financial 

Committee: · 

"Article 20. - The Company's capital may be represented-as to not more than 
one-tenth, by the movable and immovable property to be used for the establishment of 
the registered office of the Company or required for the working of its services-as to the 
remainder, by Government stocks or other Treasury securities offering the highest 
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guarantees and negotiable on the principal international mar~ets, or by short-term depos!ts 
in banks of the highest standing, or lastly by short-ter~ b1lls of exchange or commerctal 
paper carrying not less than two signatures, one of wh1ch II?ust be that of a bank of the 
highest standing, and endorsed to the order of the International Company. . 

However, the Board of Directors may employ up to 30 per c~nt ?f the capttal for the 
granting of loans or the opening of credits accorded on the secunty m both cases of first 
mortgages and complying with the condition~ laid down in t~e present Statutes, or fo_r the 
acquisition of bonds issued by the International Company 1tself and purchased by 1t, or 
for the advances required to cover the half-yearly payments due from the borro~e~, o~: 
lastly, for the purchase of immovable property acquired as the result of expropnabon. 

"Article ZI. -By way of security for the commitments of the International Comp3:ny 
there is forthwith constituted over and above its capital, a special reserve of five mill10n 
gold dollars of the United States of America equivalent to . . . grammes fine gold. 

" This special reserve shall be constituted at the outset by advances from the 
Governments which are parties to the Convention. 

" It shall be invested in Government stocks or other Treasury securities offering the 
highest guarantees and negotiable on the principal international markets or shall be placed 
on deposit with the Bank for International Settlements or with other banks of the highest 
standing, or shall be represented by short-term bills of exchange or commercial paper carrying 
not less than two signatures, one of which must be that of a bank of the highest standing, 
and endorsed to the order of the International Company." 

Article zz. - This article should be amended to bring it into line with the changes which 
may be made in Article 67. It should also be provided that the Company should endeavour 
to pay Governments the highest possible interest on their advances. 

Article ZJ. - This article should be brought into line with Articles 67 to 70. 
Article :14. - See the Sub-Committee's report. 
Article JJ. - Read "The Board will appoint each year . ·. . " 
Article 45· -Instead of "not exceeding" read "which shall in no case exceed . " 

The Committee must in any case decide what is to be the proportion between the " capital in 
bonds " and the " capital in shares " plus the special reserve. 

Article 49· - Delete the words " pri2es and ". 
Article 56. - Read as follows: 

" The Company will appoint representatives to examine and supervise the operations 
of the national companies in their dealings with the International Company." 

Article 57·- The third paragraph of this article has been reserved (see the Committee's report 
on this point). 

Article 57, paragraph 5· -It was pointed out that the term "separate company" in the 
fifth paragraph may be somewhat ambiguous. 

Article 58.- The third paragraph to be drafted as follows: 

" In the event of repayment before maturity, the Company shall have the right to claim 
an indemnity which shall not exceed . . . " 

Article 6o. -Add at the end: " . . . with the object of furnishing credits to agriculturists 
at the best possible rates in accordance with the Company's object ". . 

Article 67. -A large number of suggestions were made with regard to this article. These 
are set forth in the Sub-Committee's report. 

. Article 68. - It was proposed to divide the special reserve into two parts. If necessary, 
~thdrawals would be primarily made from the portion constituted by the International Company 
Itself and only in the second place from the portion constituted by means of Government advances. 

Article 69. - This article has been reserved. 
. Article 70. - It would be desirable to provide for the safeguarding of the Governments' 
mterests should the International Company desire to wind up its business and the Government 
advances not have been fully repaid. 

ANNEX 17a. 

C.324. M. 149.1931. VII. 
[C.E.U.E./1.] 

SECOND REPORT OF THE SUB-COMMITTEE FOR AGRICULTURAL CREDIT . 

. The Su~mmittee f<?r Agricultural Credit of the Commission of Enquiry for European 
Um<?n held 1ts second meetmg on May 13th and 14th, under the presidency of Mr. W. R. Smith, 
Parliamentary Secretary to the Board of Trade of the United Kingdom. 
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~· Fran~ois-Poncet, who had presided ov~r the first meeting, was unable to attend on this 
occas10n. 

The following countries were represented: Austria, Belgium, Bulgaria, Czechoslovakia, 
Denmark, ~tonia, Finland, France, Germany, Great Britain, Greece, Hungary, Irish Free State, 
Italy, Latv1a, the Netherlands, Poland, Portugal, Roumania, Spain, Switzerland, Yugoslavia. 

Th~ all European States Members of the League were represented at one or both of 
the meetmgs held by the Sub-Committee with the exception of Albania, Lithuania, Luxemburg 
and Norway. 

The Financial Committee and its delegation for Agricultural Credits, were represented by 
M. ter Meulen, President of the delegation, M. de Chalendar, Dr. Kempner, M. Mlynarski and 
M. Regard. The International Institute of Agriculture was represented by M. Pavlovsky. 

As a considerable number of the members of the Sub-Committee had not received definite 
instructions from their Governments, the views which are expressed below should be understood 
to reflect the opinion of the Sub-Committee acting in an advisory capacity, and not that of the 
Governments by whom the members of the Sub-Committee had been designated. 

The Sub-Committee had before it the definitive texts drawn up by the Financial Committee 
for submission to the Council of the draft Convention, Charter and Statutes relating to the proposed 
International Agricultural Mortgage Credit Company, and, in addition, the report of the Financial 
Committee to the Council on this subject, and a note on the principles of mortgage legislation, 
which has been annexed. 

As stated in its report relating to its meeting in April the Sub-Committee then put forward 
a number of suggestions on the provisional drafts of the first three documents mentioned above 
drawn up by the delegation of the Financial Committee. 

To these suggestions the Financial Committee and its delegation have given the most careful 
consideration. We believe that the documents as now drafted, subject to certain minor points 
mentioned below, particularly the modifications proposed to Articles 12 and 25 of the Statutes 
concerning the participation of agricultural credit institutes in the constitution and operation 
of the International Company are well designed to meet the primary object that the Council 
of the League of Nations and the Commission of Enquiry for European Union have had in view. 
We have no hesitation in recommending the scheme as a whole for definite and immediate approval. 
We desire to congratulate the Financial Committee and those who have so devotedly co-operated 
with it for the skill with which they have elaborated a plan which, in our opinion, is sound both in 
its general principles and in its technical detail. 

As the Sub-Committee suggested in its previous report the primary object of this proposal 
is to benefit the agriculturist. It is intended " to alleviate the burdens which weigh on agricultural 
production in various countries, to diminish the working expenses which at present absorb too 
large a share of the profits and to increase the purchasing capacity of the agriculturists ". This 
object it is hoped to attain by the creation through an international Convention of an International 
Agricultural Mortgage Credit Company with specific privileges and functions. Details of the plan 
are set out in the three basic documents referred to above, and the principles underlying it are 
clearly explained in the Financial Committee's report to the Council. It is not necessary for us 
therefore to recapitulate what the Financial Committee has said. We merely wish to emphasize 
this point, that the scheme is designed to assist agriculturists and to add, as was indicated in our 
previous report, that any measures which result in increasing the purchasing power of agriculturists 
must promote at the same time the well-being of industrial States which are so largely dependent 
on the markets which the demand of agriculturists constitutes. On the other hand, as the 
Sub-Committee has observed in its previous report and as has also been pointed out by the Financial 
Committee, the new Company should avoid exposing itself to criticism on the ground that it has 
encouraged an injudicious increase of agricultural production. We trust that the Board of Directors, 
in view of the character and general interests of the International Company, will desire to give 
adequate information on this point, so far as it can be supplied in its annual report which has to be 
transmitted to the Council of the League of Nations. 

At the same time, as one member of the Sub-Committee pointed out, an International Company 
of this character should have a considerable indirect educative effect and help countries, whose 
organisation is not yet perfect, to understand at once the value of a well-organised system of 
mortgage credit and of the principles upon which that organisation should be based. National 
systems cannot, however, be perfected so long as mortgage legislation does not afford the necessary 
guarantees. We attach considerable importance, therefore, to the principles with reference to such 
legislation which, as stated, have been annexed by the Financial Committee to the documents 
which it has prepared. We suggest that, if the scheme as a whole is adopted by Governments, it 
would be well to add a resolution recommending these principles to the careful attention of all 
Governments proposing to undertake reform of their mortgage legislation. A draft text of such 
resolution is contained in the annex to this report. In the same annex are set out a certain number 
of modifications to the articles of the Convention or the Statutes which we recommend 
for consideration. As each amendment is explained in a brief note, it is not necessary to discuss 
these proposals further here. 

With reference to these amendments, M. ter Meulen, the President of the delegation of the 
Financial Committee stated that; in his opinion-if it had been possible for him to consult the 
Financial Committee-the latter would have had no objection to the changes proposed by the 
Sub-Committee. He had had the opportunity to discuss the question with M. Suvitch, the President 
of the Financial Committee, who was in entire agreement on this point. 
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The Committee desires to express the hope that Article 23 of the Statutes relat~g to the 
position of the Board of Directors will be interpreted in such a manner th~t the chmce of t~e 

~:rnbers appointed by the Organisation Committee may reflect, as far as possible, the manner m 
which the A shares will be placed. . 

One question has been deliberately left ope~ by the FinaJ?-cial ~omm1tte~-namely,. that. of 
the seat of the International Company. The v1ews of the Fmanc1al Coml!u!tee on t_lus po~nt 
are set out on the last page of its report. We have considered ourselves that th1s IS a questwn wh1ch 
can only be decided by duly authorised Government representatives. . . . 

In conclusion, we desire to reiterate the statement made above that m our opi!llon the sc~eme 
as a whole with the minor modifications and additions indicated in the annex iS well des1gned 
to achieve the objects which the Governments of the European States Members of the League have 
had in view. . . . 

The Sub-Committee trusts that the Commission of Enquiry for European Umon will br~ng 
to the notice of the Council the urgency of putting the scheme into force, as a meas~re for allocating 
the present economic crises, and they hope that it may be possible for the Council to arrange for 
the Organisation Committee to be set up at an early date and, if possible, before August 15th, 
the time-limit for signature of the Convention. 

Appendix. 

The additions and modifications suggested by the Sub-Committee to the Convention, Charte 
and Statutes are as follows: 

I. Draft Resolution: 
" The Conference recommends the principles of mortgage legislation set out in the 

annex to the present resolution to the attention of all Governments which propose to reform 
their existing legislation on this subject. " 

The reasons for suggesting that this recommendation should be adopted have been explained 
in the report. 

2. Convention, Article 5, paragraph 3· 
This paragraph should read as follows: 

" 3. If, on the coming into force of the Convention, the total ·of the contributions 
of the Governments which have ratified it exceeds the sum of five million dollars, the 
amount of each Government's contribution shall be reduced in proportion to its size in 
such manner that the total of the contributions does not exceed five million dollars. 

" If, in consequence of subsequent ratifications or accessions, the sum total of the special 
reserve fund A, formed with the advances of the Governments, and of the special reserve 
fund B, formed by the International Company, which are referred to in Article 21 of the 
Statutes, exceeds the sum of five million dollars, the A fund shall be reduced by repayments 
to the Governments in proportion to their respective contributions so as to make the sum 
total of the A and B funds equal to five million dollars: provided always that a Government 
acceding under the provisions of Article 15, paragraph (a), shall not participate in the 
repayments effected from its own contribution."· 
This change would appear to be necessary in order to make it clear what would happen 

in the event of European Governments adhering to the Convention, in accordance with Article 15, 
paragraph (a), more than five years after its entry into force. 

3. Convention, Article 6, and Charter, para.gTaph Io. 
Omit the words " expropriation " and " seizure ". The words "expropriation" and "seizure " 

which it is proposed to omit might be interpreted as referring to an expropriation or seizure 
resulting from the normal application of the ordinary law of the country (e.g., expropriation 
for public purposes, or seizure by order of a Court for the purpose of satisfying a debt). . 

The words to be omitted are not necessary to ensure to the Company the protection against 
exceptional measures which it is the object of the article to afford. 

4· Convention, Article 7. paragraph (b). 
Omit the present text. Paragraph (c) to become paragraph· (b) and to read as follows: 

• (b) The holders of the shares and bonds issued by the International Company shall 
not pay any _tax, whe~her in the ~orm of a tax on capital or that of a tax on income, by 
rea;;<m of the1r po~wn of the saJd shares or bonds, or by reason of the receipt of dividends 
or mterest or capital repayments, when they are not resident on the territory of the State which 
levies such taxes." . 

The suppression ~f paragr:aph (b) is a consequence of the exception included in the new 
text of the Charter which permits the country where the International Company has its registered 
offi~ to tax the_shares _and bonds of the International Company, if they are issued on its market 
or c~rculate on 1t~ temtory. In these. circumstances the other contracting Governments could 
not be asked to g.ve an adva~tage, which the country where the International Company has its 
seat was no longer asked to g.ve. 
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The amendments to the former paragraph (c) which becomes paragraph (b) are merely 
drafting changes. 

5- Ccmventicm, Article 9· 
This article should read as follows : 

• (a) The acceptance, whether total or partial, of the provisions of Articles 7 and 8 
shall be effected by means of a declaration made at the time of signing, ratifying or acceding 
to the present Convention, or by means of a declaration subsequently addressed to the 
Secretary-General of the League of Nations. The Secretary-General shall sotify such 
declaration to the Governments of the Members of the League. 

• (b) Governments which have accepted obligations, as provided in the preceding 
paragraph, shall be entitled to denounce the obligations so accepted at the end of a period 
of fifteen years, and at the end of subsequent periods of the same duration, by a notification 
to the Secretary-General of the League of Nations made within six months before the close 
of the period in question. 

" Such denunciation shall have no effect on the exemption from taxation of shares 
or bonds already issued or loans already granted." 
The modifications made are merely drafting changes. 

6. Charier, Paragraph 6 (b). 
This paragraph should read as follows : 

"(b) Duties, charges and taxes in connection with the issue or transfer of shares or 
bonds of the International Company. This provision shall be without prejudice to the right 
of the ; . . Government to levy under its legislation, otherwise than through the Inter
naticmal Company, duties, charges and taxes in connection with the issue and transfer on 
its market of the said shares and bonds. " 
The text is modified in order to make clear : 

(a) That the country where the International Company has its seat will only be able 
to levy stamp duties and similar taxes on the shares and bonds of the International Company 
issued on its market or circulating on its territory. 

(b) That such taxes cannot be levied through the International Company. 

7· Statutes, Articles 12 and 25. 
Article 12: the last paragraph to read as follows : 

" In each country a preference shall be given to subscriptions from mortgage or 
agricultural credit companies or institutions. In countries possessing legislation of a general 
character concerning the organisation of such companies or institutions the preference shall 
be given to such of those companies as have been authorised and constituted under 
the provisions of such legislation. " 
Article 25 to read as follows : 

" The directors mentioned in Article 23, paragraph 3, and the assessors mentioned in 
Article 24 must be chosen from among governors, vice-governors, presidents, vice-presidents 
or representatives of land, mortgage OJ' agricultural credit companies or institutions or from 
among persons having special knowledge and experience of banking and credit. 

• In countries possessing laws of a general character governing the organisation of the 
above-mentioned companies OJ' instituticms, the companies or institutions to which the preceding 
provisicm refers shall be those which have been authorised or constituted under the provisions 
of such a law." 

The addition of the words " of a general character " in both of these articles is intended to 
meet the particular legal conditions which exist in certain countries to which the phrase as originally 
drafted could not be applied. 

8. Statutes, Article 33, paragraph 2. 

Add the following paragraph : 
" The Chairman shall have the right to require that any decision of the Executive 

· Committee should be suspended and be referred to the Board. " 
The object of this amendment is to give the Chairman the same power in the Executive 

Committee as he is given by Article 37 on the Board of D~ctors. 

9· Statutes, Article so, paragraph (b). 
This paragraph should read as follows : 

"By a charge, ranking, pari .Passu, with all the mortgage bonds of the national company, 
. upon all the mortgages acquired by the Company and fOJ'ming the counterpart to the said 
mortgage bonds. " 
The previous draft limited the charge to mortgages acquired by the national companies with 

the funds resulting from the issue of their mortgage bonds. In fact, however, existing mortgages 
would have to be charged before the delivery of the bonds in question. The funds could not be 
received by the national companies until such charge had been effected. 
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ANNEXE 17 b. 

Stlrie de P11blications: 1931. II. A. 13. No ofjiciel: C. 375· M. 155. 1931. II. A. 
[Exrait] 

CONVENTION, CHARTE ET STATUTS DE LA SOCIETE INTERNATIONALE 
DE CREDIT HYPOTHECAIRE AGRICOLE. 

PRtAMBULE. 

~ Gouvemements de . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

desireux de prl!ter leur aide a !'agriculture par le moyen d'une organisation intemationale de 
credit hypotMcaire agricole; . 

Considerant qu'une telle organisation constituerait un instrument pn!cieux de cooperation 
intemationale, dans le cadre de l'reuvre economique de la Societe des Nations; 

Resolus a favoriser Ia creation d'une Societe intemationale de Credit hypothecaire agricole 
ayant pour objet d'alleger les charges financieres qui grevent Ia production agricole dans divers 
pays, de diminuer les frais d'exploitation qui absorbent actuellement une trop grande part 
des profits et d'augmenter le pouvoir d'achat des agriculteurs; 

Decides a donner a cette Societe intemationale toute !'assistance qui est en leur pouvoir 
pour qu'elle remplisse avec succes sa mission, · 

Sont convenus, par l'intermediaire de leurs representants soussignes, dument autorises, de 
conclure Ia Convention suivante, dont les dispositions concernant le Conseil de Ia Societe des 
Nations ont ete acceptees par lui, dans sa resolution du 2I mai 193I. 

ARTICLE PREMIER. 
Principe. 

I. Les Gouvernements contractants ·conviennent qu'une Societe intemationale de Credit 
hypothecaire agricole sera creee, conformement aux dispositions de Ia presente Convention, 
de Ia Charte constitutive et des Statuts y annexes. 

2. Les Gouvemements contractants reconnaissent Ia personnalite juridique de Ia Societe 
intemationale des sa constitution. 

J. Un Comite d'organisation nomme par le Conseil de Ia Societe des Nations prendra toutes 
les mesures necessaires en vue de Ia premiere emission des actions de Ia Societe intemationale, 
de !'organisation et de Ia preparation du fonctionnement de cette societe. 

Le Comite d'organisation cessera ses fonctions des que le Conseil d'administration aura ete 
constitue. Les sommes qui auraient ete avancees par le Conseil de Ia Societe des Nations ou par 
d'autres pour couvrir les depenses de ce Comite, seront remboursees par Ia Societe intemationale 
sur le produit de !'emission des actions. 

ARTICLE 2. 

Engagements du gouvernement du pays o# la Societe internationale aura son siege. 

I. Le Gouvernement suisse s'engage a accorder a Ia Societe intemationale, aussitot que 
possible, une Charte constitutive qui aura force de loi, et dont le texte figure dans l'annexe a 
Ia presente Convention. Cette Charte comportera Ia sanction des Statuts qui y sont annexes. 

:z. ~ Gou.vem~~ent suisse s'enga~e a ne pas !'-~roger. cette Charte, a n'y apporter ni 
modifications ru add1tJons autrement qu apres une deciSIOn pnse dans les conditions prevues a 
!'article 17 pour !'abrogation ou Ia revision de Ia Convention . 

. Toutefois, s'il s'agissait d'un changement a appo!1er a Ia Charte autrement qu'a Ia fin des 
pen~es prevues pour Ia duree de Ia presente Convention, le paragraphe b) de !'article I7 s'appli
quer.ut sous cette reserve que le consentement des Gouvemements contractants pourrait l!tre 
valablement donne sans qu'il flit besoin de reunir une conference pour l'obtenir. 

3· Le Gouvemement suisse s' engage a ne pas sanctionner de modifications aux articles 
des Statuts de Ia Societe intemationale vises au paragraphe 3 de Ia Charte si ce n'est avec le 
consentement des Gouvemements contractants, donne dans les conditions prevues a !'article I7 
et le consentement des organes de Ia Societe intemationale, donne dans les conditions prevu~ 
au paragraphe 3 de Ia Charte. · · 

4: Les engagements du Gouveme~ent suisse en execution du present article ne s'appli
q~Je!"alen~ pas a1;1 cas ou Ia Charte sera1t abrogee en consequence du transfert du siege de Ia 
Societe mternahonale dans un autre pays, conformement a !'article 3, paragraphe 2. 
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ANNEX 17 b. 

Series of Publications: 1931. II. A. 13. Otficial No.: C. 37S· M; ISS· 1931. II. A. 
[Extract.) 

CONVENTION, CHARTER AND STATUTES OF THE INTERNATIONAL 
AGRICULTURAL MORTGAGE CREDIT COMPANY. 

PREAMBLE. 

The Governments of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
being .des~rous of assisting agriculture by means of an international agricultural mortgage credit 
orgamsabon; 

Believing that such an organisation would constitute a valuable instrument of international 
co-oper!ltion within the framework of the economic activity of the League of Nations; 

~emg resolved to support the establishment of an International Agricultural Mortgage 
Credit Company intended to alleviate the burdens which weigh on agricultural production in 
various count~es, to diminish the working expenses which at present absorb too large a share of the 
profits and to mcrease the purchasing capacity of the agriculturists; 

And intending to give this International Company all the assistance in their power to enable 
it to achieve its purpose successfully; 

Have agreed through their undersigned representatives, duly authorised for the purpose, 
to conclude the following Convention, of which the provisions relating to the Council of the League 
of Nations have been accepted by the latter by its resolution of May 21st, 1931. 

ARTICLE I. 
Principle. 

I. The contracting Governments agree to the establishment of an International Agricultural 
Mortgage Credit Company in accordance with the provisions of the present Convention and the 
constituent Charter and Statutes thereto annexed. 

2. The contracting Governments recognise the corporate personality of the International 
Company from the moment of its incorporation. 

3· · An Organisation Committee appointed by the Council of the League of Nations shall 
take all steps required for the first issue of shares of the International Company, for its organisation 
and by way of preparation for its operations. 

The Organisation Committee shall relinquish its duties as soon as the Board of Directors 
has been constituted. Such sums as may have been advanced by the Council of the League 
of Nations, or by others, to cover the expenses of the Organisation Committee, shall be refunded 
by the International Company out of the proceeds of the issue of the shares. 

ARTICLE 2. 

Obligations assumed by the Government of the Country in which the International Company has its 
Registered Otfice. 
I. The Swiss Government undertakes to grant the International Company, as soon as 

possible, a constituent Charter having force of law, the text of which is contained in the Annex 
to the present Convention. This Charter shall bring into force the Statutes annexed to it. 

2. The Swiss Government undertakes not to revoke this Charter and not to introduce 
any modifications or additions except after a decision taken under the conditions laid down in 
Article 17 for the abrogation or revision of the Convention. 

Nevertheless, paragraph (b) of Article 17 will apply to changes made in the Charter 
at times other than the end of the periods laid down for the duration of the present Convention, 
subject to the provision that the consent of the contracting Governments may be validly given 
without calling a Conference to obtain such consent. 

3· The Swiss Government agrees not to sanction amendments to the articles of the Statutes 
of the International Company enumerated in paragraph 3 of the Charter, except with the consent 
of the contracting Governments given as provided in Article 17 and with the consent of the organs 
of the International Company given as provided in paragraph 3 of the Charter. 

4· The undertakings given by the Swiss Government under the present article will not 
apply to revocation of the Charter as a result of the transfer of the registered office of the company 
to another country under the provisions of Article 3, paragraph 2. 

. . 
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ARTICLE 3· 

TraPIS/erl du siege de la Sociitt internationale. . 
I. Au cas oilla pr~sente Convention ne se~ait pas rat~~e par I~ Gouverneme~t !llenhonn~ ~ 

)'article 2, iJ appartiendra au Con~il de Ia Soc1~t~_des Nations, dec1dant ~ Ia maJonte d~ vo1x, 
d'obtenir J'acceptatio!l des obliga!Ions. de cet. article par un autre .Go';lvernement partie ~ Ia 
Convention qui octr01era ~ Ia Soc1ete mternabonale sa Charte constitutive. 

2. Le Conseil de Ia Societe des Nations, decidant ~ Ia majorit~ d~s voix, pou~ ~.tout m<?ment 
prendre, avec le consentement de l'Asse~bl~e generale extraor~arre de,la Soc1ete mternati?n~e 
statuant dans les conditions prevues ~ 1 art1cle 44 des Statuts et avec 1 agr~ment de Ia ma1onte 
des Gouvernements contractants comprenant les voix de Gouvernements ayant fourni un total 
de 75% des sommes versees en application d~ ]'article 5 ci-apres ~ans tenir compte de ~out 
remboursement effectue ~ quelque titre que ce s01t, les mesures necessarres pour transferer le s1ege 
de Ia Societe internationale dans un autre pays. 

ARTICLE 4· 

Limitatirm de l'octroi des prlts aux Sociltts nationales des pays contractants. 
Les pr~ts ~ aux Statuts de Ia Societe internationale ne peuvent ~tre consentis qu'aux 

societes ou instituts de credit hypotMcaire ou agricole (ci-apres denommes • Societes nationales ») 
ayant leur siege sur le territoire des Gouvernements contractants. · 

ARTICLE 5· 

Avances des Gouvernements pour la constitution d'une reserve splciale. 
Afm de permettre ~ Ia SocieM internationale de constituer nne reserve speciale, telle qu'elle 

est prevue ~ l'article 2I des Statuts, les Gouvernements contractants s'engagent ~ consentir 
~ ladite Societe, dans les conditions suivantes, des avances - qu'elle remboursera conformement 
~ ses statuts - s'elevant ~ vingt-cinq millions de francs suisses or equivalant ~ 7.258.o64,5I6 
grammes d'or fin. 

I" Les Gouvernements participant au budget de Ia Societe des Nations: 

a) pour au moins 34 unites, apporteront chacun nne contribution de 
b) • de I7 ~ 33 . • • • • 

3.ooo.ooo francs 
I.875·000 • 

c) • 8 ~ I6 • • » • x.ooo.ooo • 
d) • 5~ 7 • • • • 
e) • moins de 5 • • » • 

soo.ooo • 
:I25.000 1 

:zo Les contributions seront versees dans le delai d'un mois ~ partir de Ia souscription des 
actions A, conformement ~ l'article I2 des Statuts, ou des ratifications ou adhesions qui 
interviendraient ulterieurement. 

1" Si lors de I' entree en vigueur de Ia Convention, le total des contributions des gouvernements 
ayant ratifie Ia Convention excede Ia somme de vingt-cinq millions de francs, le montant de Ia 
contribution de chaque gouvernement sera reduit proportionnellement ~ son importance, de 
fa~on que le total des contributions n'excede pas vingt-cinq millions de francs. 

Si, par suite de ratifications nouvelles ou d'adhesions, le total du fonds de reserve speciale A, 
constitue au moyen des avances des gouvernements, et du fonds de reserve speciale B, constitue 
par Ia Societe internationale (fonds vises~ I' article 2I des Statuts), excede Ia somnie de vingt-cinq 
millions de francs, le montant du fonds A sera reduit au moyen de remboursements proportionnels 
au montant des avances de chaque gouvernement, de fa~on que le total des fonds A et B soit egal a 
vingt-cinq millions de francs. Toutefois, le gouvernement qui aura adh~re ~ Ia Convention confor
mement ~ I'article IS, paragraphe a) ne beneficiera pas des remboursements effectues avec le 
produit de sa contribution. · 

_4° Dans le cas, au contraire, oil Ia somme de vingt-cinq millions de francs ne serait pas 
attemte, tout Gouvernement pourra volontairement fournir nne contribution supplementaire. 

ARTICLE 6. 

Exemption de toute mesure d' expropriation, etc. 
La Societe internationale, ses biens et avoirs situ~s sur le territoire des Gouvernements 

contractants et toutes les remises, soit en provenance, soit ~ destination du territoire d'un 
~uve~ement contractant, soit empruntant ce territoire, effectuees par ou au profit de Ia Soci~te 
mternationale et resultant des operations faites par elle dans I'exercice normal de son activite 
ne pourro.n~ faire, ni en t~mps de paix ni en temps de guerre, I'objet d'aucune mesure tell~ 
que requiSition, confiscation, defense ou restriction de Ia faculte d'effectuer des paiements 
i l'etranger ou de recevo.ir des p~iements provenant de l'etranger, ou de toute autre mesure 
analogue. En outre, lesd1tes rem1ses ne pourront faire l'objet d'aucune mesure ayant pour 
~et d'emp&her que le paiement de dettes qui ont ete libellees en monnaies etrangeres ou en or 
so1t fait dans Ia ou les mon~aies stipulees au contrat, ou, le cas echeant, en or, et de tell~ 
f~n que Ia somme payee so1t ~gale, pour cliaque unite monetaire de Ia dette ~ !'equivalent 
legal en or de cette ou de ces monnaies, ~ Ia date du contrat. ' 

• 
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ARTICLE 3· 

Transfer of the International Company's Registered Olfice. 
. I. Jf the present Convention is not ratified by the Government mentioned in Article 2 
1t shall be the duty·of.the. Council of the League of Nations, acting by a majority vote, to obt~ 
acc~ptance of the obligations of that article by another Government party to the Convention 
wh1ch shall grant to the International Company its constituent (:barter. 

. 2. The Council of the Leaf?Ue of Nations, act!ng by a majority vote, may, at any moment 
Wlth the consent of an extraordinary general meetmg of the International Company given in 
accordan~e .with the con~tions laid down in Artic!-e. 44 of its Statutes and with th~ approval 
of a maJonty of contractmg Governments compnsmg Governments which (disregarding any 
repayme!lts of whateyer kind that may have been made) hi'-ve provided 75 per cent of the total 
sums pa1d under Art1cle 5. take the necessary measures to transfer the registered office of the 
International Company to another country. 

ARTICLE 4· 

Loans to be accorded only to the National Companies of the Contracting Countries. 
The loans provided for by the Statutes of the International Company may only be accorded 

to l!lortgage or ~gricu!tural credit co.mpanies o~ institutions (hereafter called "national companies") 
wh1ch have the1r reg~stered offices m the temtory of the contracting Governments. 

ARTICLE 5. 

Advances to be made by the Governments to create a Special Reserve. 
In order to permit the International Company to establish a special reserve as provided in 

Article 2I of the Statutes, the contracting Governments undertake to make, as proVIded below, 
advances to the Company, which it shall repay as provided in its Statutes and which shall amount 
to twenty-five million gold Swiss francs, equivalent to 7.258,064.516 grammes of fine gold. 

I. Governments contributing to the budget of the League of Nations: 

Franca 

(a) not less than 34 units, shall each contribute 3,ooo,ooo to the Special Reserve. 
(b) from 17 to 33 .. .. .. .. 1,875.000 .. 
(c) from 8 to 16 .. .. .. .. I,OOO,OOO .. 
(d) from 5 to 7 .. .. .. .. soo,ooo .. 
(e) less than 5 .. .. .. .. 125,000 .. 

2. The contributions shall be paid within one month from the subscription of the A shares 
as provided for in Article 12 of the Statutes or from the date of ratification or accession if effected 
subsequently. 

3· H, on the coming into force of the Convention, the total of the contributions of the 
Governments which have ratified it exceeds the sum of twenty-five million francs, the amount 
of each Government's contribution shall be reduced in proportion to its size in such manner 
that the total of the contributions does not exceed twenty-five million francs. 

If, in consequence of subsequent ratifications or accessions, the sum total of the special 
reserve fund A formed with the advances of the Governments and of the special reserve fund B 
formed by the International Company, which are referred to in Article 21 of the Statutes, exceeds 
the sum of twenty-five million francs, the A fund shall be reduced by repayments to the Govern
ments in proportion to their respective contributions so as to make the sum total of the A and B 
funds equal to twenty-five million francs: provided always that a Government acceding under 
the provisions of Article 15, paragraph (a). shall not participate in the repayments effected from 
its own contribution. 

4· If the sum of twenty-five million francs is not attained, any Government may make 
an additional voluntary contribution. 

ARTICLE 6. 
Exemption from Expropriation, etc. 

The International Company, its property and assets, situate in the territory of the contracting 
Governments, and all remittances coming from or going to the territory of a contracting Govern
ment or passing through such territory, effected by or to the International Company and resulting 
from transactions carried out by it in the normal course of its business, shall be exempt in time of 
peace and in time of war from any measure such as requisition, confiscation, prohibition or restric
tion of the power to make payments abroad or to receive payments from abroad and any other 
similar measure. These remittances shall further be exempt from any measure preventing debts 
expressed in foreign currency, or in gold, from being paid in the currency or currencies stipulated, 
or in gold, and in such manner that the sum paid equals, for each monetary unit of the debt, the 
legal equivalent in gold of such currency or currencies at the date of the contract. 
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A .... par suite de )'application de )'article 16 du Pacte de Ia Societe des Nations, Ia 
u cas ou, . · d · t ... rt · t~ · d Societe internationale ne serait pas en drmt de farre es p~emen s "' c~ ames ca cgor:tes e ses 

creanciers ou ne pourrait recevob:: des paiements de certames ca~egones_ de ses ~eb1te~rs, les 
Gouvernements contractants s'engagent a lever tout obstacle a I execution desdltS palements 
des que )'application susvisee de l'article 16 cessera. • 

ARTICLE 7· 
Exemptions fiscales. 

Les Gouvernements contractants qui acceptent le present article, desireux d'accorder a la 
Societe internationale des facilites speciales pour remission de son capital et le placement de 
ses obligations, s'engagent a appliquer en tout ou en partie les dispositions suivantes: 

a) Aucun bnp(it sur le revenu ou les benefices, le chiffre d'affaires ou le capital ne sera 
pei'Cju sur Ia Societe internationale; 

b) Les porteurs d'actions et obligations emises par la Societe internationale ne paieront 
aucun bnp(it, soit sous forme d'bnp(it sur le capital, soit sous forme d'bnpot sur le revenu, 
en raison de leur possession de ces titres, actions ou obligations, de l'encaissement de 
dividendes, ou d'inter~ts ou d'un remboursement de capital, lorsqu'ils n'ont pas leur residence 
sur le territoire de l'Etat qui per~oit ces bnpots. 

ARTICLE 8. 
Exemptions fiscales. 

Les Gouvernements contractants qui acceptent le present article, desireux de fournir des 
facilites speciales pour l'octroi de pr~ts par Ia Societe internationale aux Societes nationales 
exer~ant leur activite sur leur territoire, s'engagent a appliquer, en tout ou en partie, les 
dispositions suivantes: 

a) Aucun droit de tbnbre, d'enregistrement ou autre droit ne sera per~u a I' occasion d'un 
acte ou document quelconque concernant: I" l'octroi de pr~ts par Ia Societe internationale 
aux Societes nationales, :zo le prH aux agriculteurs de I' argent ainsi obtenu par ces Societes 
nationales, et SO tout ce qui se rapporte a Ia creation et a Ia conservation d'hypotheques 
garantissant les pr~ts ainsi consentis aux agriculteurs eta l'execution du gage; 

b) Aucun bnpot ne sera per~u sur les inter~ts et capitaux verses par les agriculteurs 
aux Societes nationales en raison des pr~ts que ces Societes nationales leur auront consentis 
sur le produit des emprunts accordes par la Societe internationale. 

ARTICLE 9· 

Mode d' tUXeptation des articles 7 et 8. 

a) L'acceptation totale ou partielle des dispositions des articles 7 et 8 s'effectuera soit par une 
declaration faite lors de la signature, de la ratification ou de l'adhesion donnee a la presente 
Convention, soit par une declaration adressee ulterieurement au Secretaire general de Ia Societe 
des Nations. Ce dernier notifiera cette declaration aux Gouvernements des Membres de la Societe 
des Nations. 

b) Les Gouvernements qui auront donne l'acceptation prevue a l'alinea precedent auront 
la faculte de den~>ncer les engagements ainsi acceptes a la fin d'une periode de quinze ans 
et a la fin de penodes ulterieures de meme duree, en adressant une notification au Secretaire 
general de la Socie.te .des Nations au cours des six J!lOis preceda?t le terme de ces periodes . 

. Ce~te deno~ciation sera .sans effet en ce qUI . concerne 1 exemption fiscale des actions et 
obligations anteneurement em15e5 et des pr~ts anteneurement consentis. 

ARTICLE 10 •. 

Conditions lventueUes de l'octyoi de pyets aux Societls nationales. 

Les Gouvernements contractants reconnaissent que la Societe internationale: 
~ Peut exiger que les Gouvernements des pays dont les Societes nationales desirent 

obtemr des pr~ts par so~ entremise p~ennent certaines mesures Iegislatives destinees a rendre 
plus efficaces les garanhes hypotheca1res servant de gage aux prets consentis; 

:ZO Peut ~xiger, comme condition d'un pr~t a une Societe nationale, -lorsqu'elle juge, 
pour une raiSOn quelconque, qu~ les creanciers hypothecaires n'ont pas de garantie 
suffisante dans le pays ou ce~te Soc1ete nationale exerce son activite, - que Ie Gouvernement 
de ce pays ~aranhsse le serv~ce des obligations qu'elle remettra a Ia Societe internationale 
en reconnaiSSance du pr~t; 
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If, as a ~esult of Article I6 of the Covenant of the League of Nations being put into operation, 
the ~nternabon~ ~ompany should be debarred from making payments to certain categories of its 
creditors or rece1vmg payments from certain categories of its debtors, the contracting Governments 
undertake to remove all obstacles to such payments as soon as Article I6 ceases to be applied. 

Exemptions from Taxation. 
ARTICLE 7· 

Those contracting Governments which accept the present article, being desirous of affording 
the International Company special facilities for the issue of its capital and the placing of its 
bonds, agree to apply all or part of the following provisions: 

(a) No tax on income or profits, turnover or capital, shall be imposed on the Inter
national Company; 

. (b) The holders of the shares and bonds issued by the International Company shall 
not pay any t~, whether in ~he form of a tax on capital or that of a tax on income, by reason 

. of therr possess10n of the sa1d shares or bonds, or by reason of the receipt of dividends or 
interest or capital repayments, when they are not resident on the territory of the State 
which levies such taxes. 

ARTICLE 8. 

Exemptions from Taxation. 

Those contracting Governments which accept the present article, being desirous of affording 
special facilities for the granting of loans by the International Company to national companies 
operating in their respective territories, undertake to apply all or part of the following 
provisions: · 

(a) No stamp, registration or other duty shall be levied in connection with any deed or 
document of whatever kind relating: {I) to the grant of loans by the International Company 
to national companies; (2) the loaning to agriculturists of the money thus obtained 
by the national companies; and (3) in connection with anything relating to the 
creation and maintenance of mortgages by way of security for loans thus granted to 
agriculturists or to the realisation of the security; 

(b) No tax shall be levied on interest or capital paid by agriculturists to the national 
companies in respect of loans granted to them by the companies out of the proceeds of loans 
accorded by the International Company. 

ARTICLE g. 

Method of Acceptance of Articles 7 and 8. 

(a) The acceptance, whether total or partial, of the provisions of Articles 7 and 8 shall be • 
effected by means of a declaration made at the time of signing, ratifying or acceding to the present 
Convention, or by means of a declaration subsequently addressed to the Secretary-General of 
the League of Nations. The Secretary-General shall notify such declaration to the Governments 
of the Members of the League. 

(b) Governments which have accepted obligations as provided in the preceding paragraph 
shall be entitled to denounce the obligations so accepted at the end of a period of fifteen years, 
and at the end of subsequent periods of the same duration, by a notification to the Secretary
General of the League of Nations made within six months before the close of the period in question. 

Such denunciation shall have no effect on the exemption from taxation of shares or bonds 
already issued or loans already granted. 

. 
ARTICLE IO. 

Conditions which may be required for the Grant of Loans to National Companies. 

The contracting Governments recognise that the International Company: 

(I) May require that the Governments of ~ountries _wh~se national companies desire 
to obtain loans through the Company take part1cular legiSlative measures for the purpose 
of rendering more effective the mortgage security enjoyed by the loans which are granted; 

(2) May require, as a condition for a loan to a national company-when for any reason 
it considers that sufficient security is not enjoyed by mortgagees in the country where the 
national company operates-that th~ Government o~ that country shall. guarantee the 
service of the bonds which the national company g.ves to the International Company 
in respect of the loan; 
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'!' Peut aussi exiger a son gr~ comme condition d'un pre~ 9ue le Gouvernement d.u 
pays ou Ia Societ~ nationale qui demande le pr~t exerce son act!Vlt~ li;Ccepte. tou~ o'! partie 
des dispositions des articles 7 et 8 ci-dessus, ~u s'engage ~ ne.pas !flaJore; le. tarif n! rendre 
plus on~reuses les conditions de perception ex!Stantes des unpots VIS~ a 1 art1cle 8 c1-dessus 
et a ne pas creer de nouveaux imp6ts de ce genre. 

ARTICLE II. 

F acilitls concernant les tmissions de la Soc·iete internationale. 
Les Gouvernements contractants s'engagent a faciliter dans Ia mesure ou ils le jugetont 

possible !'~mission des actions et des obligations de la Soci~t~ internationale dans leurs pays 
respectifs et les n~gociations ult~rieures de ces titres. 

ARTICLE 1Z. 
Diflbends: 
:c. Entre les Gouvernements contractants. 

Les difierends qui naitraient entre les Gouvernements contractants concernant !'interpretation 
ou !'application de Ia pr~ente Convention pourront etre soumis par une des parties en 
cause au Conseil de Ia Societ~ des Nations, qui s'efforcera de provoquer un arrangement amiable. 
Si le differend n'est pas soumis au Conseil ou si le Conseil declare qu'il ne peut concilier les parties, 
le difierend sera Soumis pour decision a Ia Cour permanente de Justice internationale. 

z. Entre les Gouvernements contractants et la Societe internationale. 
Les difierends qui naitraient entre les Gouvernements contractants et Ia SocieM inter

nationale concernant l'interpr~tation ou !'application de Ia presente Convention ou des engagements 
particuliers pris par les Gouvernements vis-a-vis de Ia Societe internationale relativement a des 
operations de pr~t. pourront etre Soumis par les Gouvernements ou par Ia Societe internationale 
au Conseil de Ia Societe des Nations, qui s'efforcera de provoquer un arrangement amiable. Si le 
difierend n'est pas soumis au Conseil ou si le Conseil declare qu'il ne peut concilier les parties, l'une 
de celles-ci pourra porter le difierend devant un tribunal arbitral, qui decidera. Le tribunal com
prendra trois membres: un membre sera nomme par le Conseil apres consultation du Conseil 
d'administration de Ia SocieM internationale; un autre membre sera nomme par le Conseil apres 
consultation du Gouvernement ou des Gouvernements en cause; le troisieme membre, qui presidera 
le tribunal, sera nomme par le pr~ident de Ia Cour permanente de Justice internationale, s'il 
consent a proceder a cette nomination, et, dans le cas contraire, par le Conseil de Ia Societe des 
Nations. Les parties redigeront un compromis. Faute de conclusion d'un compromis dans un 
delai de deux mois a partir de Ia constitution du tribunal, celui-ci pourra Hre saisi par la requ~te 
de l'une des parties. Le tribunal pourra prier le Conseil de solliciter de la Cour permanente de 
Justice internationale un avis consultatif. Le tribunal devra se conformer a l'avis de Ia Cour. 

LAngue, date. 
ARTICLE 13. 

La presente Convention, qui portera la date de ce jour, est redigee en fran~ais et en anglais; 
dans le cas de divergence entre les deux textes, le texte fran~s fera foi. 

Signatures, ratifications. 
ARTICLE 14. 

La p~nte Convention sera ouverte a Ia signature de tout Gouvernement d'un Membre 
europeen de Ia Societ~ des Nations jusqu'au 30 septembre 1931. Elle sera ratifiee, et les instruments 
de ~tificatio.n ser~mt de~ auss~tot que possible aupres du Secretaire general de Ia SocieM des 
Nations, qw notifiera leur reception a tous les Membres de la Societe. 

Adhesiom. 
ARTICLE ·~s. 

a) Apres !'expiration d'un delai de cinq annees a partir de la date mentionnee a !'article 
Jl.reddent, tout ~ouvemement d'un Membre europeen de la Societ~ des Nations qui n'aura pas 
s1gne Ia Convention pourra demander a y adherer. La demande sera adressee au Secretaire 
ge~eral de Ia Soc~ete des Nations qui Ia communiquera a tous les Gouvernements -qui auront 
ra~ifie Ia Convention ou y auront adh_ere. Si Ia majorite de ces Gouvemements, comprenant les 
~01x. de Gouvem~ents ayant foum1 un total de 75% des sommes versees en application de 
1 article 5, sans temr comp.te de tout remboursement effectue a quelque titre que ce soit, y consent, 
le Gouvem~ment en question poui? adherer a Ia ~nvention au moyen d'une notification adressee 
au ~eta1re g~nerat. Le Secretarre general notifiera cette adh~ion a tous Ies Membres de Ia 
Societe des Nations . 

. b) Apres l'exp~tion du '!Ierne delai de cinq ann~es. le Conseil de Ia Soci~te des Nations, 
~~dant. a Ia m!l-JOnte des VOIX, pourra, sur l'avis favorable du Conseil d'administration de Ia 
Societe mtematlo~ale, et avec !'agrement de Ia majorite des Gouvemements contractants, 
c:omc::~t les .v01~ de Gouveme.ments ayant foumi un total de 75% des sommes vers~es en 
app . bon de 1 article 5, sans ten~r compte de tout remboursement effectue a quelque titre que 
ce IOlt, fixer dans ~haque cas 171 conditions dans lesquelles le Gouvemement d'un Membre non 
europeen de la Societe des Nations sera admis a adherer a 1a pr~sente Convention. 



-163-

(3) May also in its discretion require as a condition of a loan that the Government of 
the country in w~ch the nat~onal company. requesting the loan operates shall accept all or 
part of the proVISions of Article 7 and Article 8 above, or shall undertake not to increase 
th«: rates. or render more o.nerous the existing conditions of collection of the taxes referred 
to m Article 8, and not to 1mpose new taxation of that nature. 

ARTICLE II. 

Facilities /01' the Issue of Shares and Bonds by the International Company. 
_The ~ontra~ting Go':ernments ~dertake to facilitate, so far as they find it possible to do so, 

the lSSUe m therr respective countnes of shares and bonds of the International Company and the 
subsequent negotiation of these securities. · 

ARTICLE 12. 
Disputes. 
x. Between Contracting Governments . 

.AD.y disputes arising between contracting Governments in regard to the interpretation or 
application of the present Convention may be submitted by one of the parties concerned to the 
Coun?il of ~e League ~f Nations, which ~hall e!ldeavour to.promote an ami~a~le settlement. If 
the dispute lS not submitted to the Council, or if the Council declares that it 1s unable to bring 
about an agreement between the parties, the dispute shall be submitted for decision to the 
Permanent Court of International Justice. 

2. Between the Contracting GOflet:nments and the International Company. 
Any disputes arising between the contracting Governments and the International Company 

with regard to the interpretation or application of the present Convention, or of particular under
takings given by the Governments to the International Company in connection with loan operations, 
may be submitted by the Governments or by the International Company to the Council of the 
League of Nations, which shall endeavour to promote an amicable settlement. If the dispute 
is not submitted to the Council, or if the Council declares that it is unable to bring about an 
agreement between the parties, one of the latter may bring the dispute before an arbitral tribunal 
for decision. The tribunal shall consist of three members: one shall be appointed by the Council 
after consulting the Board of Directors of the International Company, another shall be appointed 
by the Council after consulting the Government or Governments concerned, and the third, who 
shall act as President of the tribunal, shall be appointed by the President of the Permanent Court 
of International Justice, if he is willing to make such appointment, or, if he is not willing, 
by the Council of the League of Nations. The parties shall draw up a submission. Failing 
agreement on a submission within a period of two months after the tribunal has been set up, 
the dispute may be brought before the tribunal by an application by any party. The tribunal 
may ask the Council to apply to the Permanent Court of International justice for an advisory 
opinion. The tribunal shall conform to the opinion of the Court. 

ARTICLE 13. 
Language and Date. 

The present Convention, which shall bear to-day's date, is drawn up in French and in English; 
in the event of divergence between the two texts, the French text shall be authoritative. 

ARTICLE 14. 
Signatures and Ratifications. 

The present Convention shall be open to signature by the Government of any European 
Member of the League of Nations until September 30th, 1931. It shall be ratified and the instru
ments of ratification shall be deposited as soon as possible with the Secretary-General of the 
League of Nations, who shall notify all Members of the League of their receipt. 

ARTICLE 15. 

Accessions. 
(a) After the expiration of a period of five years from the date m~ntione~ in the pr~g 

article, the Government of any European Member of the League of Nat1ons which has not Signed 
the Convention may apply to accede to it. Such application shall be addressed to the Secretary
General of the League, who shall communicate it to all the Governmen~ which have ratified. or 
acceded to the Convention. . If the majority of such Governments compnsmg Governments which 
(disregarding any repayments of whatev~r kind that may have been made) hav': provide.d 75 per 
cent of the total sums paid under Article 5 agree thereto, the Government m question may 
accede to the Convention by means of a notification addressed to the Secretary-General. The 
Secretary-General shall notify such accession to all the Members of the League of Nations. 

(b) After the expiration of the same period of _five years, the Coun~il of the League of 
Nations may, by a majority vote, on the reco~en~ahon of the Boa!d of Drrectors of the I~~er
national Company and with the agreement of a maJonty of the cont~actmg Governments compnsmg 
Governments which (disregarding any repaymen~s of whatev~r kmd that ~ay have been made) 
have provided 75 per cent of the total sums paid under Article 5, determme for each. case the 
conditions on which the Government of a non-European Member of the League of Nations may 
be admitted to accede to the present Convention. 



ARTICLE 16. 

Eftlrk m vigueut" de la Convention. 
La presente Convention entrera en vigueur des que le montant des co~tributions a 1~ r~serve 

spt!ciale obligatoires ou volontaires dues par les Go~vemements aJ:ant ratifi~ 1~ C_onventwn aura 
atteint Ia somme de vingt-cinq millions de francs. St cette ~ventualit~ ne se r~altsatt pas avant le 
JI d~embre 1931, une conference des Gouvemements ayant ratifi~ la ~nvention devrai~ ~tre 
convoqu~ par le Conseil de Ia Soci~t~ des Nations. Cette conf~rence fixeratt de nouvelles condtbons 
pour la mise en vigueur de Ia Convention. 

ARTICLE 17. 

Revision ou abrogation de la Convention. 
a) A !'expiration de trente ann~ a partir de Ia mise en vigueur de la pr~ente Convention, et 

a !'expiration des ~riodes subs~quentes de dix ann~es. le Conseil de la Soci~t~ des Nations pourra, 
de son propre mouvement, et devra, a Ia demande d'un Gouvemement contractant, convoquer 
une conf~rence a laquelle seront invit~ tous les Gouvemements contractants afin de d~cider si la 
pr6ente Convention doit ou ne doit pas etre revis~e ou abrog~e. Cette conf~rence devra se r~unir 
dans Jes six mois qui suivront !'expiration des p~riodes susindiqu~. Les d~cisions de cette confe
rence seront prises a Ia majorit~ des Gouvemements repr~entes, a condition que cette majorit~ 
comprenne les voix de Gouvemements ayant foumi un total de 75 % des sommes vers~es en 
application de !'article 5, sans tenir compte de tout remboursement effectu~ a quelque titre que 
ce soit. Ces d~cisions seront obligatoires pour tous les Gouvemements contractants. Toutefois, 
s'il s'agissait d'~tendre ou d'aggraver les obligations des Gouvemements concernant les privileges 
et immunit~ de la Soci~t~ intemationale, la conf~rence ne pourrait d~cider qu'avec le consentement 
de tous les Gouvemements int~resses. 

Au cas ob, dans un d~lai de six mois a partir de Ia notification des decisions de la conf~rence 
ala Societ~ intemationale, l'Assemblee generale extraordinaire de cette Soci~t~. statuant dans les 
conditions prevues a !'article 44 des Statuts, d~clarerait qu'elle juge inacceptable la revision 
d~idee par la conf~rence, les Gouvemements auront Ia facult~ d'abroger Ia Convention six mois 
a pres la d~ision de 1' Assembl~ g~n~rale. 

b) A tout moment, le Conseil de Ia Soci~t~ des Nations pourra, et, a Ia demande de Ia 
moitie des Gouvemements contractants, devra convoquer une conference a laquelle seront 
invites tousles Gouvemements contractants en vue de la revision de la Convention. Cette revision 
ne pourra etre r~alisee qu'avec l'unanimite des Gouvemements contractants et avec le consente-. 
ment de l'Assemblee generale extraordinaire ~e Ia Soci~t~ intemationale statuant dans les 
conditions prevues a I' article 44 des Statuts. 

ARTICLE 18. 
Cas de t"evision de la Convention. 

Au cas ob Ia presente Convention serait revisee en application de !'article 17, Ia Soci~t~ 
intemationale, pour tout ce qui conceme les o~rations anterieures a la revision de Ia Convention, 
et les porteurs d'actions et d'obligations, pour tous les titres emis ant~rieurement a cette revision, 
continueront a jouir, nonobstant la revision de Ia Convention, du r~gime d'immunites fiscales et 
autres qui etait en vigueur par application de Ia Convention et de Ia Charte avant la revision. 

Cas d' abt"ogation de la Convention. 
ARTICLE 19. 

Au cas oil la_pr~nte Conve~tio~ serait ~brog~e en. application de !'article •17, l'Assemblee 
ge1_1erale ex~raordin~~ de. Ia Soct~te mte~abona!e serait com;oquee pour decider si Ia Societ~ 
dott etre mtse en liqutdabon ou s1 elle dmt contmuer son acbvite sous une autre forme. 

D~ns le cas d'~ne li~J,uidation de Ia Soci~t~ i~ter:nat!onale, du~ant toute Ia periode de liquidation, 
la Societe, les achonnarres et les porteurs d obhgabons contmueront a jouir du r~gime prevu 
par la presente Convention, notamment des irnmunites fiscales et autres. 

Dans le cas ob la Societe intemationale continuerait son activit6 sous une autre forme 
~ ~iet~ int~~tio~le, pour tout ce 9.ui conc.erne le~ transactions anterieures et les porteur~ 
d.~cbons_et d ob~tgabons, pour to.us 1~ btres. emlS an~en~urement, continueront a jouir du regime 
d u_nmurutes fiscales et autres qw etatt en vtgueur, atnst que des garanties s~iales pr~vues aux 
articles 21 et 50 des Statuts. II ne pourra, d'autre part, etre porte aucune atteinte aux droits des 
<:ouyernem~ts en ce qui conceme les avances qu'ils auront consenties en application de 
1 article S a-dessus. 

EN FOI DE QUOI Ies plenipotentiaires ont signe Ia pr~sente Convention. 

,u • ..!.:!T a Geneve, I~ ~gt et un mai. mil neuf cent .trente et un •. en :;imple ex~dition qui sera 
~trans~"'""". dans les archtves du Secretanat de la Soctet~ des N abons; copie con forme en sera 

mtse a tous Ies Membres de 1a Societ~ des Nations. . 
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ARTICLE 16. 
Comi11g into Force of the C011venti011. 

The present Convention shall come into force as soon as the amount of the contributions, 
whether obligatory or voluntary, to the Special Reserve due from the Governments which have 
ratified the Convention attains the sum of twenty-five million francs. If this condition is not realised 
before December 31st, 1931, a Conference of the Governments which have ratified the Convention 
shall be called by the Council of the League of Nations. This Conference will determine new 
conditions for the coming into force of the Convention. 

ARTICLE 17. 

Revisi011 or A brogati011 of the Co11vention. 

(a) On the expiration of thirty years from the coming into force of the present Convention, and 
on the expiratiqn of subsequent periods of ten years, the Council of the League of Nations may, on 
its own initiative, and shall, at the request of a contracting Government, call a Conference, to which 
all the contracting Governments shall be invited, in order to decide whether the present Convention 
should or should not be revised or abrogated. The Conference must meet within six months of 
the expiration of the relative period. The decisions of the Conference shall be taken by a majority 
of the Governments represented, on condition that the majority comprises the votes of Govern
ments which (disregarding any repayments of whatever. kind that may have been made) 
have provided 75 per cent of the total sums paid under Article 5· The decisions of the 
Conference shall be binding on all the contracting Governments. If, however, it is proposed 
to extend or increase the obligations of the Governments in regard to the privileges and 
immunities of the International Company, the Conference may only act with the consent of 
all the Governments which are affected. 

If, within six months of the notification of the decisions of the Conference to the International 
Company, an extraordinary general meeting of the Company, acting in accordance with Article 44 
of its Statutes, declares that it cannot accept the revision decided on by the Conference, the 
Governments shall have the right to abrogate the Convention six months after the decision of 
the general meeting. 

(b) The Council of the League of Nations may, and at the request of half of the contracting 
Governments shall, call at any time a Conference, to which all the contracting Governments shall 
be invited, with a view to revision of the Convention. Such revision may not be effected without 
the consent of all the contracting Governments and that of an extraordinary general meeting 
of the International Company acting in accordance with Article 44 of its Statutes. 

ARTICLE IS. 

Case in which the C011venti011 is revised. 

In the event of the present Convention's being revised in pursuance of Article 17, the Inter
national Company, as regards its transactions previous to the revision of the Convention, and the 
holders of its shares and bonds as regards all issues previous to the revision, shall, notwithstanding 
the revision of the Convention, continue to enjoy the immunities from taxation and other 
immunities which were in force under the Convention and the Charter before the revision. 

ARTICLE 19. 

Case in which the C011venti011 is abrogated. 

In the event of the present Convention's being abrogated in pursuance of Article 17, an extra
ordinary general meeting of the International Company shall be called to decide whether it shall 
be wound up or shall continue to operate in some other form. 

In the event of the International Company's being wound up, the Company, its shareholders 
and bondholders shall continue throughout the period of liquidation to have the benefit of the 
regime provided for by the present Convention and, in particular, the immunities from taxation 
and other immunities. 

In the event of the International Company's continuing to operate in some other form, the 
Company, as regards previous transact.ions, and t?e holde!s of it.s .shares and bor:ds as regards 
all issues previously made, shall contm?e to enJOY. the 1mmumbes fro~ taxatu;n~ an~ other 
immunities hitherto in force, together With the spec1al guarantees for wh1ch prov1s1on lS made 
in Articles 21 and 50 of the Statutes. On the other hand, the rights of the Governments in respect 
of the advances which they have made under Article 5 above shall be preserved intact. 

IN FAITH WHEREOF, the Plenipotentiaries have signed the present Convention. 

DoNE at Geneva, the twenty-first day of May, one thousand nine hundred and thirty-one, 
in a single copy, which shall be deposited in the archives of the Secretariat of ·the League of 
Nations, and of which authenticated copies shall be delivered to all Members of the League. 
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Annexe l Ia Convention. 

CHARTE CONSTITUTIVE DE LA SOCIETE INTERNATIONALE DE 
CREDIT HYPOTHECAIRE AGRICOLE. 

Consid~rant que les Gouvernements de • • 

. . . . . . . . . . . . . . . . . . . . . . • 

• 

• 

ont conclu une Convention pour l'~tablissement d'une Soci~t~ internationale de CrMit hypothecaire 
agricole; · 

Et consid~rant que, confonn~ment aux dispositions de ladite Convention, le Gouvernement
suisse s'est engag~: I" a accorder Ia pr~sente Charte constitutive a ladite Societ~ inter
nationale, a ne pas abroger cette Charte, a ne pas y apporter de modifications ou d'additions, 
si ce n'est dans les conditions pr~vues au paragraphe 2 de !'article 2 de Ia Convention; 2° a ne pas 
sanctionner d'amendements aux articles des Statuts de la Soci~t~ internationale vi~s au 
paragraphe 3 de Ia pr~sente Charte, si ce n'est dans les conditions pr~vues au paragraphe 3 de 
!'article 2 de ladite Convention et au paragraphe 3 de Ia pr~sente Charte: 

I. La personnalit~ juridique est conf~r~e par Ia pr~sente Charte a Ia Societ~ internationale 
de Cr~dit hypothecaire agricole ·(ci-a pres d~nomm~e Societ~ internationale). 

2. L'organisation de Ia Soci~t~ internationale, son fonctionnement et son champ d'activit~ 
sont d~finis et r~gis par les Statuts annex~s qui sont sanctionn~ par Ia pr~sente Charte. 

3· Les articles 2, 3, 4, 7 (premier alin~a), 21, 22, 23 {n08 I", ~et JD seulement), 24, 37 (dernier 
alin~). 44, 59, 66 (premier alin~a), 67, 69, 70 et 71 desdits statuts ne pourront ~tre modifi~ que 
dans les conditions suivantes: 

Les modifications devront ~tre adopt~es par une majorite des deux tiers du Conseil 
d'administration et approuv~es par I' Assemblee g~n~rale extraordinaire dans les conditions pr~vues 
a I' article 44 des Statuts. Elles devront ensuite Hre approuv~es par les Gouvernements contractants 
dans les conditions pr~vues a I' article 2 de Ia Convention et sanctionn~es par une loi complementaire 
de Ia pr~sente Charte. 

4· Les modifications aux articles desdits Statuts autres que celles ~num~r~es au paragraphe 3 
ci-dessus pourront ~tre effectu~es par Ia Soci~te internationale confonn~ment a ces Statuts. 

5· Lesdits Statuts et les modifications qui pourront y ~tre apport~es. confonn~ment aux 
dispositions des paragraphes 3 et 4 ci-dessus, seront valables et auront effet nonobstant toute 
contradiction avec les dispositions pr~sentes ou futures du droit suisse. 

Les dispositions du droit suisse s'appliqueront a titre suppletif si elles ne sont pas en 
opposition avec lesdits Statuts. 

6. La Soci~te internationale sera exempte de tous droits, taxes et impOts rentrant dans les 
cat~gories suivantes: 

a) Droits, taxes et impOts sur tous actes et autres documents ayant trait a Ia constitution 
ou a Ia liquidation de Ia Soci~t~ internationale; . 

b) Droits, taxes et impOts per~us a !'occasion de l'~mission et de.la transmission des 
act~ons ou obligations de Ia Societe internationale. Cette disposition ne porte pas atteinte au 
?r01t du Gouvernement suisse de pr~lever, autrement que par l'interm~diaire de Ia Soci~te 
mternationale, les droits, taxes et imp()ts pr~vus par sa legislation, a !'occasion de !'~mission 
et de Ia transmission, sur son marche, desdites actions et obligations; 

c) Droit~. taxes et impOts sur le capital de Ia Societ~ internationale, ses revenus, ses 
reserves, avorrs, dep()ts et cr~ances ainsi que les inter~ts y aff~rents. et ses ben~fices distribu~s 
ou non, qucl que soit le mode ou le moment de Ia perception; 
. d) Droits, taxes et impots sur le chiffre d'affaires et, d'une maniere g~n~rale, toutes . 
unpositions per~ues a I' occasion des o~rations de Ia Soci~t~ internationale. -

e) Toute patente, taxe professionnelle et autres impots de m~me genre; 
/), Droi~s. taxes et impOts per~~s a r:occasioi!- d'actes ou doc~ments quelconques concer

nant I octroi de pr~ts par Ia Soc1~t~ mternabonale aux Soc1~tes nationales de crMit 
hypotbecaire ayant leur siege ailleurs qu'en Suisse, notamment a !'occasion de Ia remise 
d'obligations par ces Societ~s nationales a Ia Societ~ internationale. 

. Les ~tipulations du pr~sent par.agraphe ne {'ortent pas atteinte au droit du Gouvernement 
SUisse, d 1mposer les personnes r~s1dant en SuiSSe, autres que Ia Societ~ internationale. 

1· ~ rembo~rse_ments ~ux. Gouvernements, par Ia Soci~t~ internationale, des avances 
consenhes en apphca~.10n ~e I a~1cle 5 de la Convention seront exempts d'impOt quel que soit 
1e mode selon lequell 1m pot auraJt ~t~ per~u. ' 
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Annex to the Convendon. 

CONSTITUENT CHARTER OF THE INTERNATIONAL AGRICULTURAL MORTGAGE 
CREDIT COMPANY. 

Whereas the Governments of • • • • • • . • • . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
have concluded a Convention for the establishment of an International Agricultural Mortgage 
Credit Company; 

And· whereas, under the provisions of that Convention, the Swiss Government has 
undertaken: (I) to grant the present constituent Charter to the International Company and not 
to revoke this Charter and not to introduce any modifications or additions except in accordance 
with paragraph 2 of Article 2 of the Convention; (2) not to sanction amendments to the articles 
of the Statutes of the International Company enumerated in paragraph 3 of the present Charter 
except in accordance with paragraph 3 of Article 2 of the Convention and paragraph 3 of the 
present Charter: 

I. The International Agricultural Mortgage Credit Company (hereinafter called the 
International Company) is hereby incorporated. · . 

. 2. The organisation of the International Company, its operations and activities are defined 
and governed by the annexed Statutes, which are brought into force by the present (".barter. 

3· Articles 2, 3, 4, 7 (first paragraph), 2I, 22, 23 (sub-paragraphs numbered I, 2 and 3) 
24, 37 (last paragraph), 44, 59, 66 (first paragraph), 67, 6g, 70 and 71 of the said Statutes shall 
not be amended except subject to the following conditions: 

The amendments must be adopted by a two-thirds majority of the Board of Directors and 
approved by an extraordinary general meeting acting in accordance with Article 44 of the Statutes. 
They must then be approved by the contracting Governments in the manner provided in Article 2 
of the Convention and brought into force by a law supplementing the present Charter. 

4· Amendments to articles of the said Statutes, other than those enumerated in paragraph 3 
above, may be made by the International Company in accordance with the Statutes. 

5· The said Statutes, and any amendments which may be made thereto in accordance 
with paragraphs 3 or 4 above, shall be valid and operative notwithstanding any inconsistency 
therewith in the provisions of any present or future Swiss law. 

The provisions of Swiss law shall supplement those of the said Statutes if they are 
not inconsistent therewith. 

6. The International Company shall be exempt from all duties, charges and taxes falling 
within the following categories: 

(a) Duties, charges and taxes on all deeds or other documents relating to the creation 
or winding up of the International Company; 

(b) Duties, charges and taxes in connection with the issue or transfer of shares or bonds 
of the International Company. This provision shall be without prejudice to the right of the 
Swiss Government to levy under its legislation, otherwise than through the International 
Company duties, charges and taxes in connection with the issue and transfer in its market 

· of the said shares and bonds: 
(c) Duties, charges and taxes on the International Company's capital, income, reserv~, 

holdings, deposits and debts due to it, together with interest earned thereon, and. 1ts 
profits, whether distributed or not, irrespective of the method or moment of collection; 

(d) Duties, charges and taxes upon turnover and, in general, all taxation upon the 
operations of the International Company; 

(e) Any licence, professional tax or other similar tax; 
(/) Duties, charges and taxes in connection with deeds or documents of whatever 

kind relating to the grant of loans by the International Company to national mortgage or 
agricultural credit companies not having their registered offices in Switzerland, particu
larly in connection with the delivery of bonds to the International Company by such national 
companies. 

The provisions of the present paragraph are without prejudice to the right of the Swiss 
Government to tax persons residing in Switzerland, other than the International Company. 

7· The repayments by the International Company to the Governments of the advances 
made by them under Article 5 of the Convention shall be exempt from taxation in whatever 
form collected. 



- x68-

8 Les susdites exemptions et immunites s'appliqueront aux imp6ts presents et futurs, 
de qu~lque nom qu'on les designe et queUe que soit l'autorite publique qui les leve. 

9. En outre, sans prejudice des exe~ptions indiquees plus haut, il. ne _pourr,:t ~.tre per~u 
sur Ia Societe intemationale, ses operatwns ou son personnel, aucun unpot qw n aura pas 
un caractere general et auquel les autres etablissements financiers ayant leur siege a Geneve 
ou en Suisse, leurs operations et leur personnel ne seraient pas assujettis en droit et en fait. 

xo. La Societe intemationale, ses biens et avoirs, ainsi que toutes remises effectuees J?ar 
ou au profit de la Societe intemationale resultant d'operations faites par .elle dans l'exerc1ce 
normal de son activite, ne pourront faire, ni en temps de paix ni en temps de guerre, et alors 
mt'!me que la Suisse, serait en guerre avec d'autres Etats, l'objet d'aucune mesure, telle que 
requisition, confiscation, defense ou restriction de la faculte d'effectuer des paiements al'etranger 
ou de recevoir des paiements provenant de l'etranger, ou de toute autre mesure analogue. En 
outre, lesdites remises ne pourront faire I' objet d'aucune mesure ayant pour effet d'emp~cher que 
Ie paiement de dettes qui ont ete libellees en monnaies etrangeres ou en or soit fait dans Ia ou les 
monnaies stipulees au contrat ou, le cas echeant, en or, et de telle fa~on que Ia somme payee 
soit egale, pour chaque unite monetaire de Ia dette, a I' equivalent legal en or de cette ou de ces 
monnaies a la date du contrat. 

Au cas oil, par suite de !'application de !'article 16 du Pacte de la Societe des Nations, la 
Societe intemationale ne serait pas en droit de faire des paiements a certaines categories de ses 
creanciers ou ne pourrait recevoir des paiements de certaines categories de ses debiteurs, 
le Gouvemement suisse devra lever tout obstacle a !'execution desdits paiements des que 
!'application susvisee de !'article 16 cessera. · 

II. Les differends qui naitraient entre le Gouvemement suisse et Ia Societe intemationale 
concernant !'interpretation ou I' application de Ia presente Charte pourront Hre soumis par l'une 
des parties au Conseil de Ia Societe des Nations, qui s'efforcera de provoquer un arrangement 
amiable. Si le differend n'est pas soumis au Conseil ou si le Conseil declare qu'il ne peut concilier 
les parties, le differend sera soumis ala decision d'un Tribunal arbitral, dans les conditions prevues 
a I' article 12 de la Convention pour la creation de Ia Societe internationale. 

STATUTS DE LA SOCIETE INTERNATIONALE 
DE CREDIT HYPOTHECAIRE AGRICOLE 

CHAPITRE I. - NoM, siEGE, DUREE, OBJET. 

Article premier. 

II est constitue, sous les auspices de Ia Societe des Nations, une societe anonyme dont Ia raison 
sociale est • Societe intemationale de Credit hypothecaire agricole » (ci-apres denommee da Societe 
intemationale •). 

Article :1. 

Le siege social de Ia Societe intemationale est etabli a Geneve. 
Sa duree n'est pas limitee. 

Article 3· 

La Societe intemationale a pour objet: 

I" De preter des sommes remboursables a long terme avec amortissement, ou 
remboursables a moyen terme avec ou sans amortissement, a des societes ou instituts de credit 
h~thecaU:e o~ agricole qui fo.nt, soit par eux-m~mes, soit par l'intermediaire d'autres 
soc1etes ~u lDSbtuts ayant leur s1ege dans le m~me pays, des prHs en premiere hypotheque 
sur des unmeubles faisant !'objet d'une exploitation rurale ou servant a une exploitation 
de cette nature (ci-a pres denommes « Societes nationales »). · 

• 'ZO De creer et de negocier des obligations dont Ia valeur de remboursement ne doit pas 
de~r • sauf le. cas prevu a I' article 51, le montant de ses creances sur les Societes 
nabonales garanbes par de premieres hypotheques inscrites au nom de ces societes leur 
appartenant ou detenues par elles a titre de gage. ' 

Article 4· 

leu ~~ pourront r~ce~oir les prt'!ts vises aux presents Statuts que les Societes nationales ayant 
. r s•eg~ sur le t~mtorre des Gouvemements parties a Ia Convention pour Ia creation de Ia Societe 
mtemabonale (c1-apres denommee •la Convention •). 
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8. The foregoing exemptions and immunities shall apply to present and future taxation 
by whatsoever name it may be described and by whatsoever public authority it may be levied. 

9· Moreover, without prejudice to the exemptions specified above, there may not be 
levied on the International Company, its operations or its staff, any taxation which is not of 
a general character and to which other financial establishments with registered offices at Geneva 
or in Switzerland, their operations and their personnel, are not subjected de facto and de jure. 

10. The International Company, its property and assets, and all remittances effected by 
or to the International Company and resulting from transactions carried out by it in the normal 
course of its business, shall be. exempt in time of peace and in time of war, even if Switzerland 
should be at war with other States, from any measure such as requisition, confiscation, 
prohibition or restriction of the P-Ower to make payments abroad or to receive payments 
from abroad and any other similar measure. These remittances shall further be exempt 
from any measure preventing debts expressed in foreign currency, or in gold, from being 
paid in the currency or currencies stipulated, or in gold, and in such manner that the 
sum paid equals, for each monetary unit of the debt, the legal equivalent in gold of such currency 
or currencies at the date of the contract. 

If, as a result of Article 16 of the Covenant of the League of Nations being put into operation, 
the International Company should be debarred from making payments to certain categories 
of its creditors, or receiving payments from certain categories of its debtors, the Swiss 
Government shall remove all obstacles to such payments as soon as Article 16 ceases to be applied. 

II. Any disputes arising between the Swiss Government and the International Company 
in regard to the interpretation or application of the present Charter may be submitted 
by one of the parties to the Council of the League of Nations, which shall endeavour to promote 
an amicable settlement. If the dispute is not submitted to the Council, or if the Council declares 
that it is unable to bring about an agreement between the parties, the dispute shall be submitted 
to an arbitral tribunal for decision under the conditions provided in Article 12 of the Convention 
for the creation of the International Company. 

STATUTES OF THE INTERNATIONAL AGRICULTURAL MORTGAGE CREDIT 
COMPANY. 

CHAPTER I. - NAME, REGISTERED OFFICE, DURATION, OBJECTS. 

Article I. 

There is created under the auspices of the League of Nations a limited liability company 
under the name of the International Agricultural Mortgage Credit Company (hereinafter called 
• the International Company "). 

Article z. 

The registered office of the International Company shall be situated at Geneva. 
Its duration is not limited. 

Article 3. 

The objects of the International Company are: 

1. To make long-term loans with amortisation, or medium-term loans with or without 
amortisation, to mortgage or agricultural credit companies or institutions (hereinafter called 
" national companies ") which, either directly or through other companies having their 
registered offices in the same country, make loans upon first mortgages on immovable 
property which is the subject of agricultural cultivation or used for the purposes of such 
cultivation. 

2. To create and negotiate bonds the sums repayable on which may not (except in 
the case provided for in Article 51) exceed the amount of the debts due from the national 
companies to the International Company and secured by first mortgages registered in the 
name of the national companies, belonging to them or held by them as security. 

Article 4· 

The loans for which the present Statutes provide may be accorded only to national companies 
having their registered offices in the territory of the Governments which are parties to the 
Convention for the establishment of the International Company (hereinafter called • the 
Convention "). 



-170-

ArticU 5· 

La Socic!M intemationale ne peut faire aucune o~ration d'achat de ses propres actions ou 
de report ou d'avance sur ces actions. . . 

La Socic!tc! intemationale ne peut acquc!rir d'autres immeubles que ceux ]Uges nc!cessarres 1 
son fonctionnement, ou ceux dont elle serait obligc!e de se rendre proprietaire pour recouvrer 
une creance. 

Article 6. 

La souscription du capital de la Societe internationale pourra ~tre ouverte lorsque la 
Convention sera entree en vigueur et que la Charte aura et~ concedee. . . 

. La Societe! intemationale pourra commencer ses ?peratwns 1 compter d~ la ~eclarat~on du 
Conseil d'administration (ci-apres denomme le Conseil), constatant que les dix mille actions A 
visc!es !l'article x:z ont etc! souscrites. 

CHAPITRE II. -CAPITAL ET USERVE SPtCIALE. 

Article 7· 

I.e capital de la Societe intemationale est exprime en francs suisses or, le franc-or equivalant 
1 o,2go32258064o grammes d'or fin. · . 

Sous reserve des dispositions de l'article 14, le capital autorise est fixe 1 deux cent cmquante 
millions de francs suisses or et divise en actions de deux mille cinq cents francs, dont dix mille 
actions A et quatre-vingt-dix mille actions B. 

Artide 8. 

Dans les Assemblc!es generales, les proprietaires d'actions A ont une voix par action et les 
proprietaires d'actions B une voix par quinze actions. 

Les actions A et B jouissent de droits egaux dans la repartition des benefices et toute 
distribution d'actif de Ia Societe! intemationale. 

Article 9· 
Toutes les actions seront entierement liberees au plus tard un mois apres leur rc!partition 

entre les souscripteurs. 
Les actionnaires ne sont engages que jusqu'! concurrence du capital de chaque action; au 

del!, tout appel de fonds est interdit. 

Artide IO. 

Les actions A sont nominatives. Toute cession d'action A est soumise !I' agrement du Conseil. 
Les actions B peuvent ~tre nominatives ou au porteur. 

ArticU II. 

Toute action est indivisible. Dans le cas ou une action appartient 1 plusieurs personnes 
celles-ci doivent s'entendre pour designer celle d'entre elles qui exercera le droit de vote. 

I.e dividende de toute action est valablement paye au porteur du coupon. 

Artide I:l. 

Sur le capital autorise, une premiere tranche de vingt-cinq millions de francs sera immedia
tement emise. Cette premiere tranche sera composee des dix mille actions A. 

Elles seront mises en souscription dans chacun des pays dont les Gouvemements seront 
parties !Ia Convention. 

La. part de cette premiere tranche qui Sera mise en souscription dans chaque pays sera 
proportwnnelle !Ia part pour laquelle le Gouvemement de ce pays se sera engage 1 contribuer 
aux av~nces prc!vues !I' article 5 de Ia Convention. Au cas ou Ia part revenant 1 un pays ne serait 
pas enbe~ement souscrite. Ia fraction de part ainsi devenue disponible serait repartie, autant qu'il 
sera possible, entre les autres pays au prorata de Ia part !laquelle ils ont droit. 

Le Comite d' organisation prevu par Ia Convention prendra les mesures necessaires en vue de 
cette emission d'actions A. 
. ,Dans chaque. pays, une preference sera donnee aux souscriptions provenant de societes ou 
mshtuts de credit hypothecaire ou agricole. Lorsqu'il existe dans le pays des lois organiques 
de car.u:tere general_desdites societes ou instituts, le droit de preference appartient 1 celles d'entre 
elles qw sont autorisees et constituees conformement 1 l'une de ces lois organiques .. 

ArticU IJ. 
~ <;onseil prendra, l?rsqu'il le jugera opportun, les mesures necessaires pour la mise en 

souscnpbon de toute fraction non c!mise du capital autorise (actions B). 
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.Arlick s. 
The International Company may not purchase or carry over its own shares or make advances 

against such shares. 
T~e International Company may not acquire immovable property other than that which 

is cons1dered necessary for the conduct of its own business, or of which it is obliged to acquire the 
ownership in order to obtain payment of a debt . 

.Arlick 6. 

The capital ·of the International Company may be offered for subscription as soon as the 
Convention has come into force and the Charter been granted. · 

The International Company may commence business as soon as the Board of Directors 
(hereinafter called " the Board ") has adopted a resolution recording that the ten thousand 
A shares mentioned in Article I2 have been subscribed. 

CHAPTER II. - CAPITAL AND SPECIAL RESERVE • 

.Arlicle 7· 

The capital of the International Company is expressed in gold Swiss francs, the gold franc 
being equivalent to 0.290322580640 grammes of fine gold. · 

Subject to the provisions of Article 14, the authorised capital is fixed at two hundred and 
fifty million gold Swiss francs and is divided into shares of two thousand five hundred francs, of 
which ten thousand shall be A shares and ninety thousand B shares . 

.Arlicle 8. 

At general meetings the holders of A shares shall have one vote per share and the holders 
of B shares one vote for every fifteen shares. 

The A and B shares shall carry equal rights in the division of profits and in any distribution 
of the assets of the International Company. . 

.Arlick 9· 
All the shares shall be fully paid up at latest one month after allocation. 

The liability of shareholders is limited to the capital amount of each share; no claim for 
payments in excess of that amount is allowable . 

.Arlicle IO. 

The A shares are registered. Transfer of an A share is subject to the approval of the Board. 
The B shares may be either registered or bearer shares . 

.Arlicle II, 

All shares are indivisible. In the event of a share belonging to several persons, the latter must 
come to an agreement for the appointment of one of their number to exercise the right of voting. 

The dividend on any share shall be validly paid to the holder of the coupon . 

.Arlicle Ifl. 

Of the authorised capital a first block of twenty-five million francs shall be issued immediately. 
This first block shall be composed of the ten thousand A shares. 

They shall be offered for subscription in each of the countries whose Governments are parties 
to the Convention. 

The part of this first block to be issued in each country shall be in proportion to the amount 
which the Government of that country has undertaken to contribute to the advances provided for in 
Article 5 of the Convention. If the part allotted to a country is not subscribed in full, the fraction 
thereof which thus becomes available shall, as far as possible, be distributed between the other 
countries in proportion to the parts to which they are entitled. . 

The Organisation Committee for which the Convention provides shall take the steps required 
for this issue of A shares. 

In each country a preference shall be given to subscriptions from mortgage or agricultural 
credit companies or institutions. In countries possessing legislation of a general character con
cerning the organisation of such companies or institutions, the preference shall be given to such 
of those companies as have been authorised and constituted under the provisions of such legislation • 

.Arlicle IJ. 

The Board will, as and when it thinks fit, offer for subscription any unissued part of the 
authorised capital (B shares). 
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Article I4. 

Le capital autorise de Ia Societe internationale peut eire au~ente. Le capital emis peu~ eire 
diminue par Ia reduction de Ia valeur nominale de chaqu? action. Ces mesures son,t dec1dees, 
sur Ia proposition du Conseil faite a Ia majorite des deux tiers de ses membres, par 1 Assemblee 
generale extraordinaire dans les conditions prevues a l'article 44· 

Article IS. 

Les proprietaires des actions A anterieurement emises ont un droit de preference a la sous-
cription des actions B de Ia premiere emission. . . 

Les proprietaires des actions A et B anterieurement emises ont un dro1t egal de preference 
a Ia souscription des nouvelles actions B. . 

Les actionnaires qui n'ont pas un nombre d'actions anciennes suffisant pour obtemr au 
moins une action de Ia nouvelle emission peuvent se reunir pour exercer leur droit. 

Le Conseil fixe les conditions et les delais pour l'exercice du droit de preference. . 
En cas d'augmentation du capital autorise, les proprietaires d'actions anciennes ont un drmt 

de preference a Ia souscription des actions nouvelles. L'exercice de ce droit de preference est regie 
par J'Assemblee generale qui decide )'augmentation du capital, dans les conditions prevues a 
I' article 44· 

Article I6. 

Le Conseil fixe toutes les conditions de l'emission et specialement, s'il y a lieu, le montant 
de Ia prime a verser en sus de la valeur nominale de chaque action. Le produit de cette prime 
est porte a un compte de reserve. 

Article I7. 

II ne peut pas etre emis d'actions au-dessous du pair. 

Article IB. 

La propriete des actions nominatives et leur transfert s'etablissent par l'inscription du nom 
de J'actionnaire sur les registres de Ia Societe internationale. 

Les actions au porteur se transmettent par simple tradition. 
La propriete d'actions de Ia Societe internationale emporte adhesion a ses Statuts. II sera 

fait mention de cet alinea sur les titres d'actions. 

Article zg. 

Les heritiers ou creanciers d'un actionnaire ne peuvent, sous quelque pretexte que ce soit, 
provoquer l'apposition des scelles sur les biens et valeurs de Ia Societe internationale, pratiquer 
une saisie ou une opposition sur ces biens et valeurs, ni en demander le partage ou Ia licitation. 
lis ne peuvent s'immiscer en aucune maniere dans I' administration de ladite Societe internationale, 
et ils sont tenus, pour l'exercice de leurs droits, de s'en rapporter aux inventaires sociaux et aux 
deliberations de 1' Assemblee generale. 

Article 20. 

Le capital social peut etre investi: 

I" Pour un dixieme au plus, dans les meubles et, le cas echeant, les immeubles destines 
A.l'etablissement du siege social ou necessaires au fonctionnement des services; 

~ Pour un tiers au plus, en ouvertures de credit ou prets garantis les uns et les autres 
par des hypotheques de premier rang et realises dans les conditions prevues aux 
presents Statuts. 

Article 2I • 

. En sus:du ~pital social, Ia reserve Speciale pre~e A.l'article s:de Ia Convention est des 
mamtenant consbtuee, au moyen des avances consenbes par les Gouvernements, comme garantie 
des engagements de Ia Societe internationale. Cette reserve est formee de Ia maniere suivante: 

Les avances des Gouvernements, s'elevant 1 vingt-cinq millions de francs suisses or, equivalant 
17.258.o64.5I6 grammes d'or fin, s6nt portees dans les ecritures de Ia Societe internationale 1 un 
compte nomme • Fonds de reserve speciale A, constitue au moyen des avances des Gouvernements ». 
~ avances sont rem~ursees aux Gouvernements proportionnellement A. leurs contributions 

respecbves, dans les conditions prevues aux articles 67 et 69 ci-apres. 
Au fur et 1 mesure des remboursements prevus A.l'article 67 des sommes equivalentes sont 

transferees du compte ci-dessus mentionne 1 un autre compte no~e • Fonds de reserve speciale B 
constitue par Ia Societe internationale •. · ' 
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Article I4. 

The ~u~<?rised capital of _the International Company may be increased. The capital issued 
may be dimmlShed by reduchon of the nominal value of each share. The decision as to such 
achon shall be taken, on the proposal of a two-thirds majority of the Board by an extraordinary 
general meeting acting as provided in Article 44· ' 

Article zs. 

The holders of A shares already issued shall have preferential rights to the subscription of the 
first issue of B shares. 

T~e _holders of A and B shares already issued shall have equal preferential rights to the 
subscnphon of new B shares. Those of them who have not a sufficient number of old shares to 
secure at least one share of the new issue may combine in order to make use of their right. 

The Board shall fix the conditions under which and the periods within which such preferential 
. rights shall be exercised. 

If t~e a'?-thorised capital of the Company is increased, holders of old shares shall have 
preferential nghts to the subscription of the new shares. The general meeting which decides to 
increase the capital, acting as provided in Article 44. shall fix the conditions for the exercise of 
such preferential rights. 

Article z6. 

The Board shall fix all the conditions of the issue of the shares and, in particular, the amount 
of any premium to be paid over and above the nominal value of each share. The proceeds of 
any such premium shall be carried to a reserve account. 

Article I7. 

No shares may be issued below par. 

Article z8. 

· The title to ownership of the registered shares shall be established and their transfer effected 
by registration of the shareholder's name in the books of the International Company. 

The bearer shares shall be transferred by mere delivery. 
The ownership of the International Company's shares implies acceptance of the Statutes 

of the Company. The provisions of the present paragraph shall be_ stated on the share certificates. 

Article I9. 

The successors or creditors of a shareholder may not, on any grounds whatsoever, cause 
the property or securities of the International Company to be placed under seal, or cause any 
seizure or attachment of the said property or securities, or apply for their partition or sale by 
auction .. They may not intervene in any way in the management of the International Company, 
and they are bound as regards the exercise of their rights to accept the Company's statements 
of assets and the decisions of the general meeting. 

Article zo. 

The capital of the International Company may be invested: 

(x) As to not more than one-tenth, in the movable property and any immovable property 
to be used for the establishment of the registered office of the company or required for the 
working of its services; · 

(2) As to not more than one-third, by credits opened or loans granted, such credits 
or loans to be secured by first mortgages and accorded in conformity with the requirements 
of the present Statutes. 

Article zz. 

In addition to the capital of the International Company, the special reserve contemplated 
by Article 5 of the Convention shall be created forthwith with the advances accorded by the 
Governments as security for the commitments of the Company. This reserve shall be formed 
as follows: · 

The advances of the Governments, amounting to twenty-five million gold Swiss francs 
equivalent to 7 258 064.516 grammes of fine gold, shall be credited in the books of the International 
Company to a~ a~count entitled " special reserve fund A formed with the advances of the 
Governments ". 

The advances of the Governments shall be repaid to them, in proportion to their respective 
contributions in the manner provided in Articles 6'] and 6g below. 

As and ~hen the repayments contemplated by Article 67 are effected, equal amounts shall 
be transferred from the above-mentioned account to another account entitled " special reserve 
fund B formed by the International Company ". 
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Article 22. 

S , d diS. pos1·t1·0 ns qui suivent Ia Societe intemationale maintiendra a tout moment 
ous rt:serve es • . · d' t b d 1'er de •t au res de )a Banque des Reglements mtemahonaux ou a~ res anques e prem 

~~dre ~ign&s par le Conseil, une somme eq~ivalant aux avances consentles par les Gouvernements 
Jication de )'article 5 de Ia ConventiOn et non encore remboursees. 

en apTp t f · en cas de besoin tout ou partie de ce depOt peut ~tre preleve afin de permettre 
ou e OIS, • .\ di . I dit de 't 't a Ia Societe internationale de faire face. a ses en.gageme';lts, "' con tton que e po . ~01 

reconstitue aussitot que possible et que ]Usque 13. il ne pmsse Hre procede a aucune repartttlon 
de benefices en vertu de I'article &;. . 

Les interHs produits par ce depot sont verses aux Gouve~em.ents pr~porhonn_ellement au 
t nt respectif de leurs avances non remboursees. La SoCiete mternatwnale n aura aucun 

:U~~ainter~t a servir aux Gouvemements sur ces avances, sauf ce qui est dit a I' article 67, alinea 3°. 

CHAPITRE III.- ADMINISTRATION. 

Article 23. 

L'administration de Ia Societe intemationale appartient au Conseil. 
Le Conseil est compose de dix-huit membres au plus, designes de Ia fa~on suivante: 

ro Le president et Ie vice-president du Conseil sont nommes par le Conseil de Ia Societe 
des Nations. 

2o Deux administrateurs sont nommes, l'un par Ie Comite permanent de l'Institut 
international d'Agriculture, !'autre, cho~si pours~ co~pet~nc~ speciale en matiere fin~nci~re, 
par Ia Banque des Reglements intemahonaux. St ces mshtuhons renoncent a Ia nommahon, 
elle est faite par le Conseil de Ia Societe des Nations. 

:f> Neuf admirristrateurs sont nomrnes dans les conditions suivantes: 

La premiere nomination est faite par Ie Comite d'organisation prevu a I' article premier 
de Ia Convention. Les adminiStrateurs ainsi nommes resteront en fonctions jusqu'a 
1' Assemblee generale ordinaire de I934· 

Les nominations ulterieures sont faites par 1' Assemblee generale par election a un seul 
tour de scrutin, Ie titulaire d'une voix en vertu de !'article 8 ci-dessus ne pouvant porter 
cette voix que sur un seul nom; Ies neuf personnes qui obtiennent le plus grand nombre 
de voix sont proclamees elues; en cas d'egalite des voix, !'election a lieu au benefice 
denge.· 

4o Cinq administrateurs au plus sont nommes a Ia majorite de Ia maniere prevue 
a !'article 3I ci-dessous, par les administrateurs vises aux paragraphes J0 a 3° qui precedent, 
en vue des interets generaux de Ia Societe intemationale, et, notamment, en vue de favoriser 
Ia participation des principaux marches financiers au placement des obligations. 

Le Conseil de Ia Societe des Nations fixe Ia duree du mandat du president et du vice-president, 
ainsi que, Ie cas echeant, des admirristrateurs qui sont nommes par lui. 11 peut les revoquer. 

Les administrateurs vises aux paragraphes :fl et 4° du present article sont nommes pour trois 
ans; leur mandat peut Hre renouvele. La m~me regie s'applique aux administrateurs vises au 
paragraphe ~ du present article au cas ou ils ne sont pas nomrnes par le Conseil de Ia Societe des 
Nations. · 

Le Conseil d'administration est valablement constitue et peut entrer en fonctions des que 
dix de ses membres, y compris le president et le vice-president, ont ete nommes. 

Article 24. 

Lorsqu'aucun ressortissant d'un pays ayant contribue aux avances prevues a !'article 5 
de Ia CQnvention ne fait partie du Conseil, un ressortissant de ce pays peut ~tre nomme assesseur. 

Cet ~ur, non remunere, a le droit de prendre part aux reunions du Conseil avec voix 
consultative. 

. II est nomme, dans chaque pays, soit par Ia ou les Societes nationales agreees par Ie Conseil 
~It ~ar Ia Banque centrale, en !'absence de Societe nationale agreee. 11 demeure en fonction~ 
)usqu au renouvellement des administrateurs vises au paragraphe 3 de I' article 23. Son mandat 
peut ~tre renouvele. 

Article 25. 

sont ~ !l~inist~ateurs vises au par~aphe 3° de I' article 23 et les assesseurs vises a I' article 2
4 de sociZt~~ ~ar~m t~f' fo~vem:~~· vt~-gouvemeurs, presidents, vice-presidents ou representants 

ayant une cou ~~Ius .1 .crl tt fonc~er, hypothecaire ou agricole, ou parmi les personnalites 
D mr- ence s~-~c1a e en matiere de banque et de credit · 

ans les pays oil il · t d I · · · vi<;~;s ci-dessus lesd't e~~e e e~ o~s orgamques de caractere general, des socictes ou instituts 
a l'une de ~~· 10.IS 1 

es ~1 5 ou msbtuts sont ceux qui sontautorisesouconstituesconformement 
~· orgamques. 
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Article 22. 

Subject t? th~ provisions. contained h~i:einafter, the International Company shall at all times 
keep on depos1t w1th the Bank for International Settlements, or other banks of the highest standing 
designate~ by the Council, a su~ equal to the advances which ha;ve been made by the Governments 
under Article 5 of the Convention and have not yet been repaid. Nevertheless in case of need 
all or part of the sum so deposited may be withdrawn for the purpose of enabling the International 
Company to meet its commitments, on condition always that the amount of the deposit shall as 
soon as possible be re-established and that, until this is done, no distribution of profits may be made 
under Article 67. 

The interest earned by the said deposit shall be paid to the Governments in proportion to 
the amounts which they have advanced and which have not been repaid. The International 
Company shall not be liable to pay any other interest to the Governments on the said advances, 
except as provided in sub-paragraph 3 of Article 6J. 

CHAPTER Ill. - MANAGEMENT. 

Article 23. 

The management of the International Company shall be vested in the Board. 
The Board shall be composed of not more than eighteen members appointed as follows: 

(x) The President and Vice-President appointed by the Council of the League of 
Nations; 

(2) Two directors, of whom one shall be appointed by the Permanent Committee of 
the International Institute of Agriculture and the other, who shall be selected for his special 
competence in finance, shall be appointed by the Bank for International Settlements. If 
these institutions renounce their right of appointment, thes~ a,ppointments shall be made by 
the Council of the League of Nations. 

(3) Nine directors shall be appointed as follows: 
The first appointment shall be made by the Organisation Committee provided for 

in Article I of the Convention. The directors so appointed shall remain in office until 
the ordinary general meeting of 1934· 

Subsequent appointments shall be made by the general meeting: only one ballot 
shall be held; each vote to which a shareholder is entitled under Article 8 above may 
be given for one candidate only; the nine persons obtaining the greatest number of 
votes shall be declared elected; in case of equality of votes, the elder candidate shall 
be deemed to be elected. 
(4) Not more than five directors shall be appointed by a majority (in the manner provided 

in Article 31 below) by the directors referred to in paragraphs I to 3 above, with the object 
of promoting the general interests of the International Company and, in particular, encouraging 
the participation of the chief financial markets in the placing of the Company's bonds. 

The Council of the League of Nations shall fix the period of office of the President and Vice
President and any directors appointed by it. It may dismiss them. 

The directors referred to in paragraphs 3 and 4 of the present article shall be appointed 
for three years; they may be re-appointed. The same rule shall apply to the directors provided 
for in paragraph 2 of the present article if they are not appointed by the Council of the League 
of Nations. 

The Board of Directors is validly constituted and may enter upon its duties as soon as at 
least ten of its members, including the President and Vice-President, have been appointed. 

Article 24. 

Where there is not upon the Board any national of a country which has contributed to the 
advances provided for in Article 5 of the Convention, a national of such country may be appointed 
as an assessor. 

Such assessor shall have the right to take part in the meetings of the Board in an advisory 
capacity, but without remuneration. . . . . 

The assessor shall in each country be appomted e1ther by the national company or comparues 
approved by the Board or, where t~ere is no aJ?proved natio!lal company~ by the Cent~ Ba~k 
of the country. He shall remain m office un~il the re-election of the directors ment10ned m 
paragraph 3 of Article 23. He may be re-appomted. . 

Am'cle 25. 

The directors mentioned in Article 23, paragraph 3. and the assessors mentioned in Article 24 
must be chosen from among governors, vice-governors, presidents, vice-presidents or represen
tatives of land, mortgage or agricult~al credit co~panies or ins~itutions or from among persons 
having special knowledge and expenence of bankmg and cre<?t. . . 

In countries possessing la~s o~ a general charac~er con<:ern~ ~he organ1~hon of the aboye
mentioned companies or inshtuhons, the compan1es or mstituhons to which the preceding 
provision refers shall be those which have been authorised or constituted under the provisions 
of such a law. 



Article 26. 

Lorsque des vacances se produisent dans le Conseil pour toute ~~tre rai~on qu~ l'echeance 
du terme des fonctions fixe a !'article 23, il y est pourvu dans les conditions smvantes. 

a) Lorsqu'il s'agit d'un membre du Conseil nomme dans les conditions P!evues , aux 
paragraphes :ro, zo et 4o de !'article 23, il est pourvu a Ia vacance de 1~ m~me mamere qua Ia 
nomination du membre qu'il s'agit de remplacer. . 

b) Lorsqu'il s'agit d'u~ administrateur nomme da~s .Ies conditions prevues au p~ragr~phe 3° 
de !'article 23, le Conseil nomme un nouvel admm1strateur de Ia meme nabonahte que 
l'administrateur qu'il s'agit de remplacer. · 

Les administrateurs ainsi nommes restent en fonctions jusqu'a !'expiration du mandat de 
leur predecesseur; leur mandat peut etre renouvele. . . 

Les vacances qui surviennent dans Je Conseil ne font pas obstacle a 1'exerc1ce de ses foncbons. 

Article 27. 

Les administrateurs doivent avoir leur r~sidence habituelle en Eilrope. 

Article 28. 

Ne peut etre nomme ni demeurer president, vice-president ou administrateur aucun membre 
d'un gouvernement, ni aucun membre d'un corps legislatif, qui ne serait pas investi de ces fonctions 
pour Ia vie. 

Article 29. 

Les seances du Conseil sont tenue5 au siege social, sauf decision contraire du Conseil, qui fixe 
dans ce cas Ie lieu de Ia reunion. 

Article 30. 
' 

Tout membre du Conseil qui n'est pas present en personne a une seance du Conseil peut, par 
simple lettre, donner a tout autre membre une procuration l'autorisant a voter en son nom a cette 
seance. Aucun membre du Conseil ne peut representee plus d'un membre absent. 

Article 3I. 

Sauf dispositions contraires des Statuts ou de I' article 3 de Ia Charte,les decisions du Conseil 
sont prises a Ia majorite simple des membres presents ou representes par procuration. En cas d' egalite 
des voix, Ia voix du president est preponderante. 

Pour Ia validite des decisions du Conseil, la presence de ·six au moins des membres le 
composant est necessaire. Les membres representes par procuration sont consideres comme presents. 

Article 32. 

Le president, le vice-president et les administrateurs peuvent recevoir, outre leurs frais de 
deplacement, un jeton de presence et une remuneration (ou bien l'un ou !'autre seulement) dont 
le montant est fixe par le Conseil, sous reserve de 1' approbation de 1' Assemblee generale. 

Article 33. 

Le Conseil designe chaque annee cinq ou sept de ses membres, dont le president pour constituer 
un Comite executif. · ' 

La presidence de ce Comite appartient au president, qui a voix preponderantc. Le President 
peut suspendre toute decision du Comite executif et en referer au Conseil. 
. De~ ressortissants a!! plus ~es pays do.nt les Soc~etes nationales ont ete agreees par 1a Societe 
mternatlonale peuvent farre part1e du Com1te executlf quand le comite comporte cinq membres · 
leur nombre peut etre porte a trois, quand le Comite comprend sept membres. • 

Article 34· 

Le president du Co!lseil est president de la Societe internationale · il en dirige l'administratio 
sous reserve de l'autonte du Conseil. • n, 

1• Il_ne peut accepter d'~utres fonctions qui, de !'avis du Conseil pourraient Ie gener dans 
exerc1ce de celles de pres1den t. ' 

de 
Le vice-president remplit les fonctions de president en cas d'absence de celu1·-c1· vacance de l'e 1 · E d' nArh d . . , ou en cas 

1e Conseil remplit ~ff~~cti~~~e p;~fd;nt~ment u VIce-president, un administrateur nomme par 
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Arlicle 26. 

Vacancies in the Board which occur for any reason other than the termination of the term 
of office of members as fixed in Article 23 shall be filled as follows: 

(a) In the_ case of a member of the Board appointed under the provisions of paragraphs 1, 
2 and :f .of Article 23, the vacancy shall be filled in the same manner as the appointment 
was ongmally made; . 

(b) In the case «?f a director ~ppointed under the provisions of paragraph 3 of Article 23, 
the Board shall appomt a new director of the same nationality. 

The directors so appointed shall hold office until the end of the terms of office of their pre
decessors; they may be re-appointed. 

Vacancies in the Board shall not prevent the exercise of its duties. 

Article 27. 
Directors must be ordinarily resident in Europe. 

Arlicle 28. 

No person shall be appointed or hold office as President or Vice-President or as a director 
who is a member of a Government, or a member of a legislative body unless he holds such position 
for life. · 

Article 29. 

Meetings of the Board shall be held at the registered office, unless otherwise decided by the 
Board, which shall in such case decide the place of meeting. 

Arlicle 30. 

A member of the Board who is not present in person at a meeting of the Board may by letter 
give a proxy to any other member authorising him to vote at that meeting on his behalf. No 
member of the Board may hold a proxy for more than one absent member. 

Article 3I. 

Unless otherwise provided by the Statutes, or by Article 3 of the Charter, decisions of the 
Board shall be taken by a simple majority of those present or represented by proxy. In the case 
of an equality of votes, the President shall have a casting vote. 

The presence of not less than six members of the Board is necessary for its decisions to be valid. 
Members represented by proxy are regarded as present. 

Ar:icle 32. 

The President, Vice-President and directors may receive, in addition to their travelling 
expenses, a fee for attendance at meetings and/or a salary, the amount of which will be fixed 
by the Board, subject to the approval of the general meeting. 

Article 33· 

The Board shall appoint each year five or seven of its members, among whom the President 
shall be included to form an Executive Committee. · . 

The President shall be chairman of the Committee and shall have a casting vote. The Chairman 
shall have the right to require that any decision of the Executive Committee should be suspended 
and be referred to the Board. 

Not more than two nationals of countries in which national companies have been approved 
by the International Company may be members of the Executive Committee when it consists of 
five members; the number may be raised to three when the Committee consists of seven members. 

Article 34· 

The President of the Board shall be President of the International Company and shall direct 
its management subject to the authority of the Board. 

He may not accept other duties which in the judgment of the Board might interfere with his 
duties as President. . · 

The· Vice-President shall perform the duti~ of th~ Pres_ident in the absenc~ of the latt_er or 
in the event of the post being vacant .. If the V1ce-PI:es1dent 1S unable to act, a director appomted 
by the Board shall discharge the duties of the Pres1dent. . 



- 178-

Article 35· 

Le Conseil est investi de tous les pouvoirs n~cessaires pour Ia gestion des affaires sociales 
et il statue sur toutes les questions qu1 ne sont pas r~serv~es a l'Asse~ble~ g~n~rale. 

Le Conseil repr~sente Ia Societ~ intemationale vis-a-vis des tiers et en JUstice, tant en demande 
qu'en d~fense. 11 a seulle droit de contr~cter des engag~ments en .son nom. . 

II peut deleguer ses droits au pres1dent, au Com1te ex~cubf, a un ?u pluste~:-' des mem.bres 
du Conseil ou du personnel permanent de Ia Societ~ intemationale, mats a ~~ndibon de spec~er, 
par une dtiliMration particuliere, les pouvoirs de chacune des personnes a qm il delegue ces drmts. 

Dans Ia limite de ces pouvoirs, Ia Societe intemationale est valablement engagee en~ers les 
tiers, soit par Ia signature du president, soit par deux signatures de membres du Conseil ou de 
membres du personnel dliment autorises par le Conseil a signer en son nom. 

Article 36. 

Le Conseil, sur ~a proposition d~ president, no~m~ un dir~cteur g~neral. Celui-ci est respon
sable, envers le pr~stdent, des o~rat10ns de Ia Soc1ete mtematlonale; il est le chef du personnel. 

Le Conseil etablit Ia division de Ia Societe intemationale- en services. 
Les chefs de service, ainsi que les autres fonctionnaires occupant pn rang analogue, sont 

nommes par Ie Conseil sur Ia proposition du president, apres avis du directeur general. 
Les autres membres du personnel sont nommes par le directeur general avec l'approbation 

du president. 

Article 37· 

Les deliberations du Conseil sont r~sum~es dans des comptes rendus signes par le pr~sident. 
Les copies ou les extraits de ces comptes rendus doivent, aux fins de production en justice, 

~tre certifies par le president ou par le directeur g~n~ral. 
Un proc!s-verbal des d~cisions prises a chaque r~union doit ~tre envoy~. dans les huit jours 

qui suivent Ia r~union, a chacun des membres du Conseil. 
Les d~isions du Conseil ne peuvent ~tre execut~es que si elles sont approuv~es par le pr~sident 

et rev~tues de sa signature. 

CHAPITRE IV. - AssEMBLEE GENERALE. 

Article 38. 

L'Assemblee g~n~rale, r~gulierement constitu~e. repr~sente l'universalit~ des actionnaires. 
~lie~ compose de tous les actionnaires. Les propri~taires d'actions nominatives doivent ~tre 
mscnts dans les registres de transfert trois mois avant Ia r~union. Les proprietaires d'actions 
au porteur doivent a voir depose leurs actions cinq jours avant Ia reunion aupres de banques 
design~es par le Conseil. 

On ne peut se faire representer a l'Assemblee generate que par un mandataire membre de 
cette Assemblee. 

Article 39· 

• L'~m~Iee generate. or~aire d?it se reunir au cours des six mois qui suivent Ia fin de 
I exer~1ce social de Ia, Soctet~ mtematlonale, a Ia date fixee par le Conseil . 

. L Asse~blee generate. est convoquee en Assemblee g~n~rale extraordinaire, soit par d~liM
r~bol_l s~~iale du Conseil, ch":que fo~ que celui-ci en reconnait l'utilit~. soit a Ia demande 
d acbonnarres possedant au moms un tiers des voix. . 

Article 40. 

Les c?nvocations sont faites a Ia diligence du president trente jours au moins avant Ia date 
de Ia r~umon par let~res ~dress~es a chaque proprietaire d'actions nominatives al'adresse figurant 
au r~tre de Ia Soctet~ mtemationale et par voie d'insertion dans les joumaux d~sign~s par le prestdent. 

L'Assemblee g~n~rale ?rdinaire delibere valablement lorsque les membres pr~sents ou 
represent~s ont drott au moms au quart des voix. L'Assemblee g~nerale extraordinaire d~Iibere 
vala~~ment lor59ue les membres presents ou repr~sent~s ont droit au moins a Ia moitie des voix. 

or?re du Jour est arr~t~ par le Conseil et port~ a Ia connaissance des actionnaires par Ia convocation. 

!--e ~n~il. est tenu d'ajouter. a l'ordre du jour primitif toute question dont I' insertion est 
~i~!id~ft\on )~u~~:;an~ Ia. r~umon,_ par d~ actionnaires r~unissant au moins 20 % des voix, 
par les moyens pr~vu r~.al~ Jour es~ lmmediatement. port~e a Ia connaissance des actionnaires 

L'Assemble s m a premJer.du pr~sent arttcle. 
du jour a mo~sge~~ra\e n~ peuJ d~liMrer sur aucun objet autre que ceux portes a l'ordre 
consent~nt. ue e onse et tous les membres pr~sents a 1' Assemblee g~n~rale n'y 

fonct1::nn:::.~~e g~n~rale determine elle-m~me, s'il y a lieu, les autres conditions de son 
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Article 35· 

The .Board shall.have all the powers necessary for the conduct of the Company's business and 
shall decide all questions not reserved for the general meeting. 
. The Board ~hall represent the International Company in its dealings with third parties and 
m legal pr?Ceedmgs, whether the Company be plaintiff or defendant. It shall alone have the 
power to bmd the Company. 

It may delegate its powers to the President, to the Executive Committee, or to a 
member o~ members.of the Board or of the permanent staff of the Company, provided that it defines 
by a s:pec~al resol.ut~on the powers of each person to whom it delegates such rights. 

. W~th~ the ~1ts of th~ powers, the Inte~ational Company shall be legally committed 
vu-a-vJs thrrd parties by the signature of the President or by two signatures of members of the 
Board or of members of the staff who have been duly authorised by the Board to sign on its behalf. 

Article 36. 

A general manager shall be appointed by the Board on the proposal of the President. He shall 
be responsible to the President for the operations of the International Company and shall be the 
head of its staff. 

The departmental organisation of the Company shall be determined by the Board. 
The heads of depar:tments, and any other officers of similar rank, shall be appointed by the 

Board on recor:nmendahons made by the Presi~ent after consultation with the general manager. 
The remamder of the staff shall be appomted by the general manager with the approval 

of the President. · 

Article 37· 

The proceedings of the Board shall be summarised in Minutes, which shall be signed by 
the President. 

Copies of or extracts from these Minutes to be produced in a Court of Justice must be certified 
by the President or by the general manager of the International Company. 
. Minutes of the decisions taken at each meeting shall be sent, within eight days of the meeting, 
to every member of the Board. 

The decisions of the Board may not be executed until they have been approved and signed 
by the President. 

CHAPTER IV. -GENERAL MEETINGS. 

Article 38. 

The general meeting regularly constituted represents the whole body of shareholders. It 
consists of all the shareholders .. The holders of registered shares must have been registered in the 
share transfer registers three months before the meeting. Holders of bearer shares must have 
deposited their shares ten days before the meeting with a bank designated by the Board. 

A member of the general meeting may only be represented at the meeting by another member 
authorised to act for him. · · 

Article 39· 

Within six months after the end of each financial year of the International Company, an 
ordinary general meeting shall be held on such date as the Board may fix. 

The general meeting shall be summoned to meet as an extraordinary general meeting, either 
by a special decision of the Board when it considers such a meeting necessary, or on the application 
of shareholders possessing not less than one-third of the votes. 

Article 40. 

Notices of meetings shall be sent by direction of the President not less than thirty days 
before the date of the meeting by letters addressed to each holder of registered shares at the 
address entered in the International Company's register, and by advertisement in newspapers 
designated by the President. 

The decisions of an ordinary general meeting shall be legally valid when the members present 
or represented by proxy are enti~ed to not less ~an one-quarter of the votes. The decisions 
of an extraordinary general meetmg shall be valid when the members present or represented 
by proxy are entitled to not less than one-half of the votes. 

The agenda shall be drawn up by the Board and communicated to the shareholders in the 
notice of meeting. 

The Board shall be bound to add to the original agenda any question the insertion of which 
is demanded twenty days before the meeting by shareholders possessing at least 20 per cent of 
the votes. The addition to the agenda shall at once be brought to the knowledge of the share
holders in the manner provided in the first paragraph of the present article. 

The general meeting may not take decisions on any subject not appearing on the ~~:genda, 
except with the consent of the Board an~ all the members ~ho are present at the ~eetm.g. 

The general meeting shall itself make any other rules requrred for the conduct of 1ts busmess. 
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Article .p. 

Si le quorum prevu par !'article 40 n'est pas atteint, l'Assemblee. est co!lvoq!lee a nouv~au 
dans un delai qui n'excede pas huit jours. Elle se reun!t dans un de!at de qumze ]OUrs au moms 
et de vingt-cinq jours au plus a dater de cette dermere convocation. . . 

Elle delibere valablement sur tous les objets figurant a l'ordre du )OUr, quel que SOlt le 
nombre des voix dont disposent les membres presents ou repr~sen.tes. , 

Les Assemblees ordinaires et extraordinaires peuvent avmr heu dans ~a m@!lle sean.ce. S1 
l'ordre du jour ne peut pas @tre epuise, la seance est prorogee au lendemam et ]OUrs sutvants 
jusqu'a ce que l'ordre du jour soit epuise. 

Article 42· 

Le president du Conseil preside les Assemblees generales. 
La reunion a lieu au siege social de Ia Societe intemationale. 

Article 43· 

L'Assemblee generale ordinaire a competence pour: 

1o Approuver le rapport annuel, et, sur le rapport des commissaires verificateurs, le 
bilan annuel et le compte de profits et pertes; 

~ Approuver Ia fixation des remunerations, jetons de presence ou frais des membres 
du Conseil et les changements proposes a ces remunerations, jetons et frais; · 

:f' Nommer les administrateurs qui sont a sa designation; 
4o Decider les affectations des benefices nets et se prononcer silr la declaration d'un 

dividende et son montant; . 
so Decharger les membres du Conseil de toute responsabilite individuelle en ce qui 

conceme 1' exercice social ecoule; 
6D Enfin, deliberer sur toute question dont elle est saisie dans les conditions prevues a 

1' article 40. · 

L'Assemblee generale ordinaire decide a la majorite des suffrages exprimes. 

Article 44· 

L'Assemblee generale extraordinaire doit @tre reunie pour statuer sur toute proposition 
du Conseil concernant: 

I" L'augmentation ou la reduction du capital; 
~ Toute modification aux Statuts; 
:f' Toutes questions qui, aux termes de la Convention ou de la Charte, doivent @tre 

sournises a l'Assemblee generale extraordinaire; 
4° La liquidation de Ia Societe intemationale. 

Sur ces questions, 1' Assemblee generale extraordinaire decide a Ia majorite des trois quarts 
des voix dont disposent les actionnaires presents ou representes. Sur toute autre question, elle 
decide a Ia majorite des suffrages exprimes. 

CHAPITRE V. - OBLIGATIONS. 

Article 45· 

La Societe intemationale peut emettre des obligations jusqu'a concurrence d'une valeur de 
remboursement qui ne devra en aucun cas depasser dix fois le total du montant nominal du 
capital social verse et de Ia reserve speciale constituee par les fonds A et B vises a I' article 2I. 

Article 46. 

• La valeur de remboursement des obligations emises par Ia Societe intemationale ne peut 
dep_asser le montant. tot~ de Ia ~aleur de remboursem~nt des obligations remises par Jes Soctetes 
natlonales a Ia Soctete mtemattonale en representation des pr@ts qu'elle leur aura consentis. 

Article 47· 

Les obl~at~ons em~s P.ar Ia Societe int~~ationale so!lt nominatives ou au porteur. 
Les obligations noiJ_Jma~lVes SOI'_lt transmiSstbles par vote d'inscription dans un registre de 

transfert tenu par Ia Soc1ete mtematJonale. 
Les obligations au porteur se transmettent par 'simple tradition. 
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Arlicle 4I· 

. ~f the quorum prescri~d ~y Article 40 is not attained, the meeting shall be re-convened 
Wlthin a penod not exceeding e1ght days, and shall meet again not earlier than fifteen nor later 
than twenty-five days after the date of the second notice of meeting. 

It shall be entitled to take decisions on all the subjects appearing on the agenda, whatever 
be the n.umber of votes ~d by ~e members who are present or represented by proxies . 

. Ordinary and. extraordinary meetmgs may take place on the same occasion. If it is not 
possible to deal With the whole of the agenda, the meeting shall adjourn till the following day 
or days until the agenda has been disposed of. 

Arlicle 42· 

The chair shall be taken at general meetings by the President of the Board. 
The meeting shall take place at the registered office of the International Company. 

A rlicle 43. 

The ordinary general meeting shall be competent: 

I. To approve the annual report, the annual balance-sheet after consideration of the 
report of the auditors, and the profit and loss account; 

2. To approve the amounts fixed for salaries, fees for attendance or expenses of members 
of the Board and any changes proposed in such salaries, fees for attendance or expenses; 

3· To appoint. the directors whose appointment rests with it; 
4· To decide. as to the application of the net profits and as to the declaration of a 

dividend and its amount; 
5· To discharge the members of the Board from all personal responsibility in respect 

of the past financial year; · 
6. To decide any question brought before it in accordance with Article 40. 

The ordinary general meeting shall take its decisions by a majority of the votes cast. 

Article 44· 

Extraordinary general meetings must be summoned to decide upon any proposals of the 
Board regarding: 

· I. Increase or reduction of the capital of the International Company; 
2. Any amendment of the Statutes of the Company; -
3· Any questions which by the terms of the Convention or the Charter must be submitted 

to an extraordinary general meeting; . 
4· The winding-up of the International Company. 

Decisions on the above-mentioned questions shall be taken by a three-quarters majority 
of the votes to which the shareholders present or represented are entitled. On all other questions, 
the decisions·of extraordinary general meetings shall be taken by a majority of the votes cast. 

CHAPTER V. -BONDS. 

Article 45· 

The International Company may issue bonds up to a total amount not exceeding ten times 
the total nominal amount of the paid-up capital and the special reserve constituted by the A and 
B funds provided for in Article 2I. 

A rlicle 46. 

The sums repayable on the bonds issued by the International Company may not exceed 
the total amount of the sums repayable on the bonds delivered by ~he national companies to 
the International Company in respect of the loans made to them by it. 

Article 47· 

The bonds issued by the International Company may be registered or bearer bonds. 
The registered bonds shall be transferable by registration in a register of transfer kept by the 

International Company. · · 
The bearer bonds shall be transferred by simple delivery. 
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Article 48. 

Les obligations ~mi~s par Ia Societ~ intematio~ale S?nt appeMes au re~boursem~nt par voie 
soit de rachat, soit de brage au sort, dans un d~la1 ~~~m~m que le C?nseil determme. 

Chaque remboursement comprend le nombre d obhgatlons n~cessatre pour op~~er un amor
tissement tel que Ia valeur de rembours~me!lt des o_bligations rest.ant en ~irculatlon n'ex.cede 
jamais Ia valeur de remboursement des obhgatlons remtses par les Soctetes nabonales, comme il est 
dit A !'article 46. . 

Le tirage des obligations qui doivent Hre appelees au remboursement par Ia vo1~ du sort est 
effectue en presence du president ou du vice-president et de deu~ membres du .Con~eil. . 

Les numeros d'obligations sortis au tirage sont affiches au stege de Ia Societe mtematlonale 
et inseres dans les joumaux choisis par le Conseil. . . . . · 

Les obligations designees par le sort sont remboursees a partrr du ]OUr mdique par ces 
publications. 

A compter de ce jour, les obligations remboursables cessent de plein droit de porter ID:terH. 
Les obligations remboursees et les coupons payes sont immediatement frappes d'un trmbre 

d'annulation. · 

Article 49· 

Les obligations portent un inter~t dont le taux, les epoques et le mode de paiement sont 
fixes par le Conseil. 

Sous r~serve de !'execution des formalites prescrites par Ia loi du pays d'emission, il peut ~tre 
attribue aux obligations des primes payables au moment du remboursement. Le Conseil en fixe 
!'importance et les modalites de paiement. 

Article so. 
Les interHs et le capital des obligations emises par Ia Societe intemationale sont garantis 

par un privilege exclusif sur les interHs et le capital des obligationsemises par lesSocietes nationales, 
conform~ment aux dispositions des articles 57 et 58 ci-apres, et remises a Ia Societe inter
nationale en representation des pr~ts qu'elle a consentis aces Societes. 

Les interets et le capital des obligations remises A Ia Societe internationale par chaque Societ~ 
nationale doivent a leur tour Hre garantis: 

a) Soit par un privilege de premier rang sur des creances determinees garanties par 
des hypotheques de premier rang constituees au profit de ladite Societe nationale, 

b) Soit, concurremment avec !'ensemble des obligations hypothecaires de Ia Societe 
nationale, par un privilege sur !'ensemble des creances hypothecaires constituees au profit de 
cette Societe et formant Ia contre-partie desdites obligations hypothecaires. 

Article sz. 
Jusqu'a leur emploi definitif, les fonds provenant de !'emission des obligations de la Societe 

intemationale restent en dep6t aupres de banques de premier ordre designees par le Conseil, ou 
font provisoirement !'objet d'un investissement en valeurs a court terme offrant toute securite. 
nest tenu compte de ces placements temporaires pour !'application de la regie d'equilibre etablie 
par 1' article 46 ci-dessus. 

Article 52. 

Le delai de prescription des dividendes et inter~ts est de cinq annees; il est de trente annees 
pour les capitaux. Les sommes ainsi prescrites sont acquises Ala Societe intemationale. 

Article 53· 

La lo~ du siege de Ia ~iet~ intem~tionale est applicable A Ia procedure relative a Ia rentree 
~n possessiOn par leur pr?pnetarre des btres perdus ou voles et al'encaissement des dividendes et 
mterets afferents a ces btres. 

CHAPITRE VI. - CoNDITIONS DES PR!TS. 

Article 54· 

?;: ~fete intemationale fait aux Societes nationales agreees par le Conseil des prets 
rem ursa ~·.au m~yen d'un ~mortissement annuel, dans un delai de trente ans au plus. 

X:S =etes la~JOnales d01vent prendre !'engagement forme! d'employer les fonds qui leur 
:;: pr e?'c ustvem~t en pr~ts garantis par des hypotheques de premier rang sur des 
tatio~~:-~:~bs ou non, sttues dan~ le .pays ou elles ont leur siege et faisant partie d'une exploi-
50 o;. de Ia alu serva~t A ~me expi.OJtabon de cette nature. Ces pr~ts, qui ne pourront pas exceder 
des :tatuts 'de:li~ es~~~~ttlJ..e de:ai:bml eubles offerts en gage, doi~ent Hre realises en conformit~ 

es OClc ""'• pr ement acceptes par le Conseil. 
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Artide 48. 
The bonds shall be redeemed, either by purchase or by drawings, within maxiritum periods 

to be fixed by the Board. 
Each .redemption shall cover the number of bonds necessary to effect amortisation on the 

scale reqmred to ensure that the sum~ repayable on the bonds remaining in circulation never exceed 
the sums repa¥able on the bonds delive~ed by the national companies as stated in Article 46. 

The drawmg of bonds for redemption shall be effected in the presence of the President or 
Vice-President and two members of the Board. 

The numbers of the bonds drawn shall be posted up at the registered office of the International 
Company and published in newspapers selected by the Board. 

The bonds drawn shall be redeemed on or after the day specified in these notices. 
Interest on the bonds to be redeemed shall cease automatically as from the said day. 
Bonds redeemed and coupons paid shall forthwith be stamped with a cancellation stamp. 

Artide 49· 

The bonds shall carry interest, the rate, due dates and methods of payment of which shall 
be fixed by the Board. · 

Subject to compliance with the formalities prescribed by the law of the country in 
which they are issued, premiums payable at the time of redemption may be attached to the bonds. 
The Board shall determine the amount and method of payment of such premiums.· 

Artide so. 
The interest and capital of the bonds issued by the International Company shall be guaranteed 

by a sole charge on the interest and capital of the bonds which are issued by the national 
companies in conformity with the provisions of Articles 57 and 58 below and delivered to the 
International Company in respect of the loans it has granted to those companies. 

The interest and capital of the bonds delivered to the International Company by the national 
companies must in turn be secured: 

(a) By a first charge upon specified mortgages belonging to the national company; or 
(b) By a charge, ranking pari passu with all the mortgage bonds of the national company, 

upon all the mortgages acquired by the company and forming the counterpart to the said 
mortgage bonds. 

Artide sz. 
Pending their final employment, the sums derived from the issue of bonds of the International 

Company shall remain on deposit with banks of the highest standing, designated by the Board, 
or shall be temporarily invested in short-term securities of the highest character. Such temporary 
investments shall be taken into account in applying the rule of equilibrium laid down in Article 46 
above. 

Artide sa. 
The period of limitation for the recovery of dividends and interest shall be five years and for 

capital payments thirty years. The sums the recovery of which is thus barn~d shall belong to the 
. International Company. · 

Artide 53· 

The law of the country in which the International Co~l?any has its regist~red o~c~ shall 
apply to the recovery by their owners of lost or stolen secunbes and to the receipt of diVIdends 
and interest due on such securities. 

CHAPTER VI. - TERMS OF LoANS. 

A rlicle .54· 

The International Company will accord the national companies approved by the Board 
loans repayable by annual amortisation within not more than thirty years. . 

The national companies must formally undertake to use the sums lent them exclusively 
for loans secured by first mortgages on re_al property, whether ~uilt on or not, si~uated in the coun!ry 
in which the national company has its registered office and formmg part of an agricultural undertakmg 
or used for the purposes of such an undertaking. Such loans, which may not exceed 50 per cent 
of the estimated value of the property o~ered as secur~ty, m~st be given in conformity with the 
requirements of the Statutes of the national companies which shall first be approved by the 
Board of the International Company. 



Article 55· 

Le Conseil arrete Jes conditions auxq~clles les. Societes nationales peuvent etre agreees aux · 
tennes de I' article precedent; il peut touJours retlrer cet agrement. 

Article 56. 

Le Conseil nomme des representants charges de l'examen des operati?ns d~s Societes na~io~ales 
et celles-ci doivent prendre !'engagement de faciliter aces representants 1 exercice de leur miSSion. 

Article 57· 

Le Conseil fixe toutes les conditions des prHs faits par Ia Societe internationale aux Societes 
nationales y compris le taux de !'interet, le montant annuel et Ia duree de l'amortissement. 

Les e~prunts contractes aupres de Ia ~ociete internationale par les s.ocietes national~s s?I?t 
representes par des obligations que ces dermer~,s cr~ent da~s Ia forme et smvant le taux d mteret 
et Ies modalites arretes d'accord avec Ia Societe mternahonale. 

La Societe internationale peut exiger que Ies Gouvernements des pays dont les Societes 
nationales desirent obtenir des prets par son entremise prennent certaines mesures Iegislatives · 
destinees a rendre plus efficaces les garanties hypothecaires servant de gage aux pret~ consen~is. La 
Societe internationale peut egalement exiger, comme condition d'un pret a une Societe nahonale, 
- Iorsqu'elle juge, pour une raison quelconque, que les creanciers hypothecaires n'ont pas de 
garanties suflisantes dans le pays oil cette Societe nationale exerce son activite,- que le Gouver
nement de ce pays garantisse le service des obligations qu'elle remettra a Ia Societe internationale 
en reconnaissance du pret. 

La Societe internationale peut aussi exiger a son gre, comme condition d'un pret, que le 
Gouvemement du pays oil Ia Societe nationale qui demande le pret exerce son activite accepte tout 
ou partie des dispositions des articles 7 et 8 de la Convention, ou s.'engage a ne pas majorer le tarif 
ni rendre plus onereuses les conditions de perception existantes des imp6ts vises a !'article 8 de 
Ia Convention et a ne pas creer de nouveaux imp6ts de ce genre. 

La Societe internationale a toujours le droit de rejeter une demande de pret. 
Le Conseil ·peut exiger des Societes nationales emprunteuses qu'elles creent, dans leur 

organisation, un departement special pour les affaires faites en relation avec la Societe inter
nationale, et que ce departement soit pourvu d'un capital particulier soustrait a !'action de tous 
autres cn~anciers de Ia Societe nationale ou qu'il soit constitue en une Societe distincte qui sera 
substituee a Ia Societe nationale pour tous les effets des presents Statuts. 

Article 58. 

L'amortissement annuel des obligations remises par les Societes nationales en contre-partie 
des emprunts contractes par elles aupres de Ia Societe internationale est prevu dans un tableau 
dresse en tenant compte des engagements de Ia Societe internationale. Ce tableau d'amortissement 
est accepte par le Conseil. 

La Societe nationale debitrice ne peut, sous aucun pretexte, reduire l'amortissement prevu 
par ce tableau; mais elle doit, dans !'hypothese prevue a I' article so, paragraphe 2a, !'intensifier 
en cas de reJ?bo_urseme~t anticipe _des prets qu:elle .aura co~sentis, afin de conserver l'equilibre 
entre les obligations qu elle a remises a Ia Societe mternabonale et Ies creances hypothecaires 
qui en constituent Ia garantie. 

_La Soc!ete ~ternationale ale droit de demander, lorsqu'elle est remboursee par anticipation, 
une mdemmte qm ne peut depasser une somme egale a un semestre d'interet calcule sur Ie montant 
de ces remboursements. La Societe internationale peut accepter les remboursements anticipes 
en ses propres obligations. 

Les fonds provenant des remboursements anticipes sont employes soit a amortir soit a racheter 
des ob~igat~ons de !a Societe internationale, soit a realiser de nouveaux pr~ts. Le; obligations de 
Ia S~Iete I~ternatlonale remis~s pa~ les So~ietes n~tionales a titre de remboursement anticipe 
sont ImJ?e~ltatement frappees d un hmbre d annulahon. Le remboursement ainsi effectue pourra 
~tre ~Imile a~X ~odes de. rembourse~ent prevus a J'alinea premier de !'article 48. 
, SI Ia Soctete mternatwnale a du prendre, envers des souscripteurs de ses obligations 

I engagement de ne pas r~mbourser ou c~nvertir avant ~n delai .determine, elle doit exiger u~ 
~ngagement semblable et d une duree au moms egale des Soctetes nahonales qui devront elles-m~mes 
imposer a leurs emprunteurs les m~mes engagements. 

Article 59· 

· ~ obli_gation.s re~ises par les Societes n~tionales en representation des prets qui leur sont 
con;;ent~ dmv~nt et:e libellees en une monnate ayant une parite avec I' or Iegalement ex rimee. 
les mterets dmvent etre payes et le montant du capital rembourse dans Ia meme .P ~· 
sentant le meme poids d'or. monnare reprc-

Il en est de m~me pour les creances hypothecaires que Ies Societes nationalcs se constituent 
au moyen des prets a elles consentis par Ia Societe internationale. 
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Article 55· 

The Board will determine the conditions on which the national companies are eligible for 
approval under the preceding article; it may at any time withdraw such approval. 

Article 56. 

Th~ Board will ap~int representatives to examine and supervise the operations of the national 
compames; the compames must undertake to facilitate the exercise of their duties by these 
representatives. 

Article 57· 

The Board shall fix all the terms. of the loans by the International Company to the national 
companies, including the rate of interest and the annual amount and the duration of the 
amortisation. 

The loans obtained by the national companies from the International Company shall be 
represented by bonds issued by them in a form, bearing a rate of interest and complying with 
the conditions agreed upon with the International Company. 

The International Company may require that the Governments of countries whose national 
companies desire to obtain loans through the Company take particular legislative measures for 
the purpose of rendering more effective the mortgage security enjoyed by the loans which are 
granted. The International Company may also require as a condition for a loan to a national 
company-when for any reason it considers that sufficient security is not enjoyed by mortgagees in 
the country where the national company operates-that the Government of that country shall 
guarantee the service of the bonds which the national company gives to the International 
Company in respect of the loan. 

The International Company may also in its discretion require as a condition of a loan that the 
Government of the country in which the national company requesting the loan operates shall 
accept all or part of the provisions of Article 7 and Article 8 of the Convention, or shall undertake 
not to increase the rates or render more onerous the existing conditions of collection of the taxes 
referred to in Article 8, and not to impose new taxation of that nature. 

The International Company shall always have the right to refuse a request for a loan. 
The Board may require national companies which obtain loans from it to create in their 

organisation a special department for business transacted with the International Company, and 
may require that this department shall be provided with capital of its own not subject to the 
claims of other creditors of the national company or be established as a separate company which 
shall be substituted for the national company for all purposes of the present Statutes. 

Article 58. 

The annual amortisation of the bonds delivered by the national companies in return for the 
loans obtained by them from the International Company shall be governed by an amortisation 
table drawn up with due regard to the commitments of the International Company. The table 
must be approved by the Board. 

A national company which has obtained a loan may not on any pretext reduce the amortisation 
payments for which the table provides; but, where paragraph 2(a) of Article 50 has been applied, 
it must increase such payments in the event of its own loans being repaid before maturity so as to 
maintain equilibrium between the bonds which it has delivered to the International Company 
and the mortgage debts which are the security for those bonds. 

In the event of repayment before maturity, the International Company shall be entitled to 
demand compensation not exceeding a half-year's interest on the amount of the repayments. 
The International Company may allow the repayments made before maturity to be effected by 
the delivery of its own bonds. 

Sums derived from repayments made before maturity shall be employed for redeem~g or 
buying back the International Company's bonds or for new loans. Bonds of the International 
Company delivered by the national companies to effect repayments before maturity shall be 
immediately stamped with a cancellation stamp. A repayment so effected may be treated as 
equivalent to the methods of redemption of bon~ provided _for in th~ first paragraph of Art_icle 48. 

If the International Company has had to gtve subscnbers of 1ts bonds an undertaking not 
to redeem or convert them before the expiration of a fixed period, it must require the national 
companies to give a similar undertaking over at least an equal period, and the latter must secure 
the same undertaking from those to whom they grant loans. 

Article 59· 

The bonds delivered by the_national ~omp~nies in respect of the loans. granted to them m~st 
be expressed in a currency havmg a panty With gold fixed by law; the mterest must be patd, 
and the capital repaid, in the same currency representing the same weight of gold. 

The same rule shall apply to the mortgage debts acquired by the national companies by 
lending the sums borrowed by them from the International Company. 
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Article 6o. 

La marge maximum entre le taux d'inMr~t auquel une Societe nationale emprunte a Ia 
Soc"ete intemationale et le taux d'interH auquel cette Societe nationale pr~te a son tour les fonds 
ai~i obtenus sera fixee d'accord e~tre cette S~iete nationale ~t la Societe int~rnationale avec la 
preoccupation de foumir ~es ~redits aoux agnculteurs au meilleur taux possible, conformement 
a !'objet propre de la Societe mtemabonale. 

Article 6z. 

Les sommes dues par les Societes nationales au titre, soit des inter~ts ou amortissem~nts 
non payes a I'echeance, soit des frais de poursuite exposes par la Societe internationale pour !1-r:nver 
au recouvrement de ce qui lui est du, portent, a partir du jour ou elles sont devenues. exigibles, 
inter~t de plein droit et sans mise en demeure a un taux superieur de I % au taux d'mter~t du 
pr~t. · · . . 

A defaut de paiement des interets ou de remboursement des obligations par Ia Societe natlo
nale dans les huit jours qui suivent l'echeance, le Conseil ale droit de declarer nul le tableau 
d'amortissement et d'exiger le remboursement immediat de la totalite des obligations restant dues. 

Article 63. 

La Societe internationale peut faire aux Societes nationales des prets remboursables a moyen 
terme avec ou sans amortissement. Les regles contenues dans le chapitre VI s'appliquent a ces 
prets dans la mesure oil elles sont compatibles avec le caractere desdits prets. 

Article 63. 

Dans le cas oil Ia Societe internationale serait obligee de se rendre adjudicataire d'immeubles 
pour assurer le recouvrt>ment de ses creances, elle devra revendre ces immeubles aussit6t que 
possible. 

CHAPITRE VII. - COMPTES ET BENEFICES. 

Article 64. 

L'exercice social de Ia Societe internationale commence le zer janvier et se termine Je 
31 decembre. Toutefois, en ce qui concerne le premier exercice, le Conseil en fixera Ia duree. 

Article 6s. 
La Societe internat1onale publie un.rapport annuel. 
Le Conseil prend les mesures necessaires pour qu'un compte de profits et pertes et un bilan 

de la Societe intemationale se rapportant a chaque exercice social soient etablis en temps voulu 
pour ~tre SOumis a I' Assemblee generale ordinaire. 0 

·Article 66. 

Les comptes e~ le bila~ doivent ~tr:e verifies p~ des commissaires verificateurs qui sont 
no~esparle ~mite finan?ier de la Socie~e d~ Nab?ns ou par tout !1-utre organe designe par le 
Conseil deola Societe des Nations. Ces C?~lSSarres y-erificateurs ont plems pouvoirs pour examiner 
tous les livres et comptes de la Societe mternabonale et pour demander des renseignements 
complets sur toutes ses operations. 0 

Les commissaires verificateurs doivent soumettre uD. rapport au Conseil et a l' Assemblee 
generale, et indiquer dans ce rapport, entre autres chases: 

a) S'ils ont obtenu ou non toutes les informations et toutes les explications qu'ils ont 
demandees; 

b) Si, a leur avis, le ~ilan analy~ dans le rapr.ort. est eta~li de maniere a donner une 
vue exacte et correcte de 1 etat des affarres de Ia Soc1ete mternabonale tel que celui-ci ressort 
d~ l'examen des.livres de Ia S~iete. internationale, et pour autant qu'ils puissent en juger 
d apyes les rensei~eme!lts dont ils disposent et les explications qui leur ont ete donnees. 
lls s~gnalent les mfractions aux Statuts et reglements qu'ils auraient constatees. 

A pre~ appro~ation par I' Assemble~ generale, le rapport annuel du Conseil et le rapport des 
commlSSaires verificateurs sont transmlS au Conseil de la Societe des Nations. 

Article 67. 

Les benefices nets annuels ressortant de Ia comptabilite de 1a Societe inte r a1 e 
telles affectations aux provisions et amortissements qui auront pu ~tre decide~~~~le ~o~;~il~ 
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Article 6o. 

The maximu~ margin between the rate of interest at which a national company borrows 
from the International Company ~d the rate of inter~t at which the national company in its 
turn lends out the sums thus rece1ved shall be determmed by agreement between the national 

. co~pany and the International ~ompany.: every effort ~hall ~ made to make loans to the agricul
tunsts at the lowest rates consistent With the essenhal object of the International Company. 

Article 6z. 

Sums due by national companies in respect either of interest or amortisation not met at 
the due date or of costs for legal proceedings incurred by the International Company in recovery 
of the amo~mts due to it, shall, automatically and without special notice, carry interest from the 
day on which they bec:'-me due at I per cent more than the. rate of interest payable on the loan. 

In the event of failure by a national company to pay mterest on or repay its bonds within 
eight days of the due date, the Board shall have the right to declare null and void the amortisation 
table and to require the immediate repayment of the whole of the bonds still in circulation. 

Article 6a. 

The International Company may make to the national companies medium-term loans with 
or without amortisation. The rules contained in Chapter VI shall apply to these loans in so far 
as they are compatible with their nature. . 

Article 63. 

Should the International Company be forced to become the owner of immovable property 
to obtain th~ recovery of debts due to it, it shall re-sell such property as soon as possible. 

CHAPTER VII. - AccouNTS AND PROFITS. 

Article 64. 

The financial year of the International Company shall begin on January Ist and end on 
December 31st. The length of the first financial period shall, however, be fixed by the Board. 

Article 65. 

The International Company shall publish an annual report. 
The Board shall have prepared a profit and loss account and balance-sheet of the In~ernational 

Company for each financial year in time for submission to the ordinary general meetmg. 

Article 66. 

The accounts and balance-sheet shall be audited by auditors to be appo~ted by the Financi~l 
Committee of the League of Nations or such other body as may be .appomted by the Council 
of the League of Nations. The auditors sh~ have ~ull pow~r to examme .all books a~d accounts 
of the International Company. and to req,mre full mformabon as to all 1ts transactions. 

The auditors shall report to the Board and to the general meeting and shall state in their 
report: 

(a) Whether or not they have obtained all the information and explanations for which 
they have asked; . . . 

1 (b) Whether, in their opinion, the balance-sheet dealt With m the report IS proper ,Y 
drawn up so as to exhibit a true and correct view of the state of the International Company s 
affairs according to the best of their information and the explanations given to them, and 
as shown by the Company's books. 

They shall call attention to any infringement of the . Statutes or regulations which they 
have found. · d h di • t 

After approval by the general meeting, the annual re~rt of the Board an t e au tors repor 
shall be transmitted to the Council of the League of Nations. 

Article 67. 

The annual net profits shown by ~he accounts of the Interna~ional Company, after ~ak~g 
such appropriations as have been decided by the Board for special purposes and amortisation 
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t es reconstitution s'il y a lieu du fonds de reserve speciale B, de manii~re q~e le total de~ fonds 
~e ~~rve speciale A et B ne soit pas inferieur a vingt-cinq millions de francs smsses or, ~qm~a!ant 
A 

7
_
25

s.o6
4
,
51

6 grammes d'or fin, sont repartis de Ia maniere suivante, sous reserve des dtsposthons 
de )'article 22: 

:xo 5% de ces benefices nets sont portes a un fonds de reserve appel~ «Fonds ~e reserye 
Mgale ,, jusqu'a ce que ce fonds atteigne un montant ega! en valeur a xo Yo du capital social 
em is. 

zo Les benefices nets sont appliques ensuite au paiement d'un div_id.ende jusqu'a concu~
rence de 6% par an sur I~ capital ve~ de Ia.Societe intem~tionale; ~e_ d1Vldende sera cumulahf 
en ce sens que I'actionnaire aura drmt au paiement des arneres .de d1V1dendes avant toute autre 
distribution de benefices. 

'1' Sur Ie surplus, 75% sont attribues aux Gouvernements, sa voir 70% en rembou~sem~nt 
des avances consenties en application de !'article 5 de Ia Convention et 5% a titre de bonification 
sur Iesdites avances. Apres le remboursement total des avances des Gouvemements, ces 
75% sont portes soit au Fonds de reserve speciale B, soit a d'autres reserves facultativ~s 
proposees par Ie Conseil et approuvees par l'Assemblee generate. Le solde de 25% est smt 
employe a distribuer aux actionnaires un dividende supplementaire non cumulatif, soit affecte 
aux reserves, soit reporte a nouveau. Le dividende supplementaire non cumulatif ainsi 
distribue est limite a 4%. tant que le remboursement des avances des gouvemements n'a 
pas ete integralement effectue, et ensuite a 6% au maximum. 

Le Conseil peut decider que Ia portion des benefices destinee a Ia repartition d'un dividend 
supplementaire e\Tentuel et non cumulatif sera retenue pendant toute l'annee et portee au credi 
d'un fonds special de reserve de dividendes destine a assurer Ia distribution du dividende cumulati 
de 6% prevu au paragraphe 2 ci-dessus ou a etre reparti ulterieurement entre les actionnaires 
toujours a titre de dividende. 

CHAPITRE VIII.- LIQUIDATION. 

Article 68. 

La Societe intemationale peut etre liquidee en vertu d'une decision prise par I' Assemblee 
generate, sur Ia proposition du Conseil, dans les conditions prevues a !'article 44· 

Au cas oil Ia Convention serait abrogee en application de son article 19, Ie Conseil convoquera 
l'Assemblee generate extraordinaire pour decider si Ia Societe doit etre mise en liquidation ou si 
elle doit continuer son activite sous une autre forme. 

L'Assemblee generate fait choix des liquidateurs et determine leurs pouvoirs. 

Article 69. 

~rs ~e Ia li~uidation, volontaire ou autre, de Ia Societe internationale, apres Ie reglement 
des obli~ahons emiSes, des autres dettes, et, en dernier lieu, le remboursement du solde des avances 
consenhes par les Gouvemements en application de !'article 5 de Ia Convention l'actif restant 
est reparti entre les actionnaires. ' 

CHAPITRE IX. - MODIFICATION DES STATUTS. 

Article 70. 

Des mod!,ftcations a tousles articles des Statuts, a !'exception des articles enumeres a !'article 
7I,,pe_uvent etre pr~posees a l'Assemblee generate extraordinaire par le Conseil statuant a Ia 
maJo?_te des deux t~ers .. Si ces modifications s_ont adoptees par 1' Assemblee generate dans les 
condihons_prev~~ U article 44, elles en trent en VIgueur, pourvu qu'elles ne soient pas incompatibles 
avec les dispositions des articles enumeres a !'article 71. 

Article 7I. 

aline!.} articles 2, 3, 4 •. 7 (p~emier alinea), 21, .22~ 23 (Noe xo, zo et 3o seulement), 24, 37 (dernier 
que ~i~9· 66 di~.rermer ;-hnea), 67. 6g, 70, amsl que le present article, ne peuvent Hre modifies 

con 1ons prcvues au paragraphe 3 de Ia Charte de Ia Societe intemationale. 



and, if necessary, after re-establishing the special reserve fund B so as to prevent the sum total 
of the special reserve funds A and B from being inferior to twenty-five million gold Swiss francs 
equivalent to 7,258,o64.516 grammes of fine gold, shall be distributed as follows subject always 
to the provisions of Article 22: ' 

I. Five per cent of such net profits shall be paid to a reserve fund called " the legal 
reserve fund " until that fund reaches an amount equal in value to 10 per cent of the capital 
issued. · 

2. Thereafter, such net profits shall be applied to the payment of a dividend of 6 per cent 
per annum on the amount of the paid-up capital of the International Company; this dividend 
shall be cumulative in the sense that the shareholder shall be entitled to payment of arrears 
of dividend before any other distribution of profits. 

3· · From the residue, 75 per cent shall be allocated to the Governments-that is to say, 
70 per cent shall be applied to repayment of the advances made under Article 5 of the Conven
tion and 5 per cent be paid as a bonus in respect of those advances. After the advances 
of the Governments have been completely repaid, the said 75 per cent of the profits shall be 
carried to the special reserve fund B or to optional reserves proposed by the Board and 
approved by the general meeting. The balance of 25 per cent shall either be used for 
distribution to the shareholders of a supplementary non-cumulative dividend or paid into 
the reserves or r.arried forward. The supplementary non-cumulative dividend which may 
thus be distributed shall be limited to 4 per cent until the advances of the Governments 
have been entirely repaid, and thereafter to 6 per cent. 

The Board may decide that the portion of the profits available for a non-cumulative supple
mentary dividend shall be held over during the whole year and carried to a special dividend 
reserve fund for the purpose of assuring payment of the 6 per cent cumulative dividend 
provided for in paragraph 2 above or for subsequent distribution as dividend among the 
shareholders. 

CHAPTER VIII. - WINDING lJP. 

Article 68. 

The International Company may be wound up in virtue of a decision taken, on the proposal 
of the Board, by the general meeting acting as provided in Article 44· 

In the event of the Convention's being abrogated under the provisions of Article 19 thereof, 
the Board shall convene an extraordinary general meeting to decide whether the Company shall 

- be wound up or shall continue to operate in some other form. 
The general meeting shall appoint the liquidators and determine their powers. 

Article 69. 

On the winding up of the International Company, whether voluntary or not, after discharge 
of the bonds issued and other debts, and repayment of the balance of the advances made by the 
Governments under Article 5 of the Convention, which shall rank last, the remaining assets shall 
be distributed among the shareholders. · 

CHAPTER IX. - AMENDMENT OF THE STATUTES. 

Article 70. 

Amendment of a~y articles of t~e~ Statutes other than those en~merated in Article. 71 
may be proposed by a two-thirds maJonty of the Board to an extraordinary general meetmg. 
If adopted by the general meeting in accorda.nce w~th the l?rovisions of ~icle 44, they ~hall 
come into force, provided that they are not mcons!Stent w1th the proVISions. of the articles 
enumerated in Article 71. 

Article 7I. 

Articles 2, 3, 4, 7 (first paragraph), 21, 22, 23 (sub-paragraphs numbered .r. 2 and 3), 24, 

37 (last paragraph), 44. 59, 66 (first ~a~agrap~). 67, 69 •. 70 and the present art1cle shall not be 
amended except subject to the cond1t1ons la1d down m paragraph 3 of the Charter of the 
International Company. 



-190-

~~XEX 18. 

AGRICULTURAL CREDIT. 

C.367.M.15U931.II. 
[C. E. U.E.38(1).] 

REPORT OF THE COl\IMISSION OF ENQUIRY FOR EUROPEAN UNION. 

1. The Commission of Enquiry for European Union ~as examined the sche~e for 
the creation of an International Agricultural Mortgage Credit Compan(yJ, ~~;~t) ou~ I_n ~~e 
texts prepared by the Financial Co~mittee (document C.199 and C.199 a · an m e 
final report of its own Sub-Comnuttee fdoc~ment C.3~4.~931). . 

The CommiRsion desires to express Its high appreciation of the wo~k a:ccomplished 
by the Financial Committee and by all those who have co-operated with It. 

2. The Commission discussed the question of the seat of the proposed company. 
it has unanimously come to the conclusi?n that the _se!"t should be at Geneva. The 
representative of Switzerland has declared m the Comnusswn that the Government ?f the 
Swiss Confederation is in principle prepared to grant to the comp_an_y the constituent 
charter which forms an annex to the draft Convention. The CommiSSIOn has taken note 
of this declaration. 

3 The Commission desires to recommend most warmly the whole scheme as contained 
in th~ texts elaborated by the Financial Committee with the modifications pr?posed by 
the Sub-Committee of the Commission (document C.3241 Annex), account bemg taken 
of the decision just mentioned. · _ _ _ 

It submits the scheme thus amended for approval by the Council, as provided m the 
Preamble of the draft Convention, and expresses the hope that, after such approval, the 
Convention will be signed by European Governments, if possible at an early meeting of 
the European Commission, it being understood that the Convention should remain open 
for signature until September 30th, 1931. 

4. In approving the scheme, the Commission desires to emphasise that the scheme 
is designed in the first place " to alleviate the burdens which weigh on agricultural production 
in various countries, to diminish the working expenses which at present absorb too large 
a share of the profits, and to increase the purchasing capacity of the agriculturists ". 
As a result of the increase in the purchasing power of agriculturists, the scheme will at the 
same time prove beneficial to the industrial countries whose prosperity is largely dependent 
on the markets constituted by the agricultural countries. The Commission desires, 
moreover, to recall that the new company should- as was clearly indicated by the Financial 
Committee and by the Sub-Committee appointed by the Commission of Enquiry for 
European Union- in its work be very careful to avoid exposing itseU to criticism on the 
ground that it has encouraged an injudicious increase of agricultural production. 

. 5. In order that the scheme may be launched without delay, the Commission 
reco_mmen~s that the Council appoin~ at this session the Organisation Committee provided 
for m Art~cle 1 of ~he draft ConventiOn. It asks the Council to take all necessary steps, 
so that this Committee may be set up and start working at as early a date as possible . 

. · 6. F~nally- havin_g regard t? the importance from the lenders' point of view of the 
e:ustence m the borrowmg countnes of mortgage legislation which would afford them 
t~e. necessary gl!arantees- the C?mmissi~n recommends to the special attention of all 
Go, er?men~s which p~opo~e to modify on this subject the system existing in their territories, 
the Fi~anc1a! C~mm1ttee s note enu!llerating the fundamental principles to which the 
mortgaoe legiSlatiOn should conform m order to give full security to the lenders. 

~\~EX 19. 

RESOLUTIONS ON ECONOMIC QUESTIONS. 

The Commission of Enquiry for European Union, 

w~ig~i~;g desir~us of studying. all methods ~kely to remedy the crisis which is now 
growing d~~~~ss ~~~P~e~;~ntries, and of which the prolongation would cause an ever-
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Being convinced that the solution of this problem must be sought in ever more 
intimate economic co-operation between the States of Europe and the whole world. 

Adopts the following resolutions : 

I. ECONOMIC CO-ORDINATION SUR-COMMITTEE. 
-

The Commission of Enquiry decides to appoint an Economic Co-ordination 
Sub-Committee. . 

All the States which take part in the work of the Commission of Enquiry will be 
represented on this Sub-Committee. . 

The Sub-Committee will meet at Geneva on .July 6th, 1931. This date will enahle 
it to make its report to the Commission of Enquiry in good time and to communicate it 
before the Assembly to those Members of the League which are not represented on the 
Commission of Enquiry. . 

The Sub-Committee will endeavour to co-ordinate and where necessary to amplify 
the conclusions that will be submitted to it after the special meetings referred to below, 
but its competence will not necessarily be limited to the questions dealt with at those 
meetings. On the contrary, the economic sphere with which it will deal is to be conceived 
on the widest lines. 
· It will therefore be free to make to the Commission of Enquiry any proposals on 

economic questions that it may think fit. 

2. AGRICULTURAL PROBLEMS. 

(a) Having noted the recommendation passed by the ''Committee to Study the 
Problem of the Export of Future Harvest Surpluses of Cereals ", which met in Paris on 
Febrnary 26th-28th last, the Commission of Enquiry again convenes that Committee 
for June lOth, 1931, in Geneva, with a view to considering the proposals made by various 
delegations concerning agricultural problems, with due reference to the results of the Rome 
and London Conferences. 

This Committee will be enlarged by the addition of the delegates of Hungary, Poland, 
Roumania, Turkey and the Union of Soviet Socialist Republics. It may, if it thinks fit, 
get into touch with the oversea wheat-exporting countries which took part in the Rome 
and London Conferences. 

The question of agricultural preference is specially mentioned under Item 7 of this 
report. 

(b) The Commission has considered with interest the communication from the 
International Institute of Agriculture regarding the establishment of an international 
organisation for short-term agricultural credit, in which matter the preparatory work 
is already well advanced. 

The Commission desires to be kept informed of the progress of future work on 
this question. 

It is of opinion that that work would be facilitated by the co-operation of the financial 
and economic organisations of the League. 

3. PROBLEMS OF PRODUCTION AND TRADE. 

The Commission of Enquiry recommends that tariff negotiations should be pursued 
and that consideration should be given to the desirability of extending and developing 
international economic agreements. 

In particular : 
(a) It requests the Council to convene a meeting, when it thinks fit and after 

consulting the Economic Committee or its. Bureau and the President of t~e ~onference 
with a view to Concerted Economic ActiOn, to take steps for the applicatiOn of the 
principles formulated in the Commercial Convention of March 24th, 1930; and at the same 
time it recommends the European States to conform as far as possible henceforward to 
the principles laid down in that Convention. 

(b) It invites the States to continue an_d to en~ea.vour to brin~ to a successful 
conclusion as rapidly as possible the comm_e~Cial negotiatiOns entered mto ~y ll:g~e~m.ent 
between various Governments and the British Governm~nt on the latter s lDltiative. 

(6) The Commission of Enquiry decides to co!lvene.at Geneva, on June 24tli.nex.t, 
a Committee of highly qualified experts on economic subJects generally, who, workmg I.n 
contact with their Governments and availing themselves of the w_ork o~ the ec?nom_Io 
organisations of the League and of the International . Labour Office, ~ examme, m 
complete freedom and in a spirit of liberal understandmg, all. means whiCh ma:y- seem 
calculated to bring about closer and more profitable co-operatiOn between the dif!erent 
countries with a view to improving the organisation of production and trade m the 
general interest. . . . 

These experts will be ten in number, one being appomted by eac~ of the followmg 
Governments: Belgian, British, C}zeoho~loyak, Fren~h, German, Italian, Netherlands, 
Polish, Swedish and Union of SoVIet Socialist Republics. 
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c mmittee may secure. the assistance of the industrial experts with spe~ial 
knoJ!:ge :c the question of internati?nal economic agreements w;ho are already co-operatmg 
in the work of the Economic Comnuttee of the League of Natwns. 

4. AUSTRIA. 

A osal had been submitted to the Commission of Enquiry. tha~ a committe~ be 

t P t~r~~nsider measures by which the difficulties peculiar to Austna might be remedied. 
sen fA 'h' The Commission took note of this proposal. The represen~ative o . ustrul. av!ng 
stated that his Government proposed, if necessary, itself to subnu_t suggestl_?ns concer!llng 
the problems peculiar to Austria for consider~tion by. the speCial comnuttees provided 
for by the Commission, the latter approved th1s procedure. 

5. CREDIT. 

With regard to the problem of credit, the Commission of En~uiry ~onsi~e~s it hig~ly 
desirable that the work of mutual aid among the European countries Wlhch It Is pu~smng 
may be seconded, thanks to the c~nfide.nce which should result, by an ~ffective pohcy of 
financial co-operation, more especially m the matter of long-term credit. 

With a view to preparing for this co-operation, it requests the Council to appoint 
a small committee of five members, consisting of representatives of the Governments, 
to consider, in conjunction with a delegation of the Financial Committee, what practical 
steps could be taken to facilitate the issue of State loans of. an inte_r.r_Iational charac~er 
by more active intervention on the part of the League of Natwns, whitm the scope of 1ts 
organisation and in agreement with the bodies controlling the principal markets. 

This Committee's attention will be drawn to the value of the enquiries undertaken 
by the International Labour Office with a view to relieving unemployment by means of 
inlportant public works. · 

6. COLLABORATIO!'l' WITH SPECIAL COMMITTEES. 

The Governments not represented on the special Committees mentioned in this report 
may submit to those Committees memoranda or proposals and may, if necessary, 
delegate or representative to support such memoranda or proposals. 

7. AGRICULTURAL PREFERENCE. 

(a) The Commission of Enquiry recognises that, apart from the measures now in 
course of preparation or execution (organisation of the grain market, agricultural mortgage· 
credit, etc.), the establishment of a preferential agricultural regime would have the effect 
of ensuring in the abnormal circumstances now prevailing prices which would afford a 
better return for the Central and Eastern Europe grain exporters. 

T~e Committee mentioned in ~esolution 2 above, wh!ch is to meet on June lOth, 1931, 
may, if necessary, be entrusted With the task of ensurmg the regular application of an 
exceptional regime of this nature and of co-ordinating the various arrangements made 
or contemplated with this object by the exporting States in agreement with the importing 
States. 

The Com~s.sion_of Enquiry conside~s tha:t the particular facilities in question, designed 
to meet the difficulties of the present situatiOn, could be granted only as an exceptional 
and temporary measure and subject to the interest of third States. 

Furt~er, the concessions which might be made in compensation should not be of a 
preferential character . 

. Th~ question of the extension of special facilities to agricultural products ot.her than 
gram~ be placed on the agenda of the Co-ordinationSub-Committeereferred to in Section! 
abov_e. . Mea.n"!hile the Secretariat will prepare the necessary material so far as it can 
obtam informatiOn from the countries concerned. 

8. TRADE IN AND TRANSIT OF LIVE·STOCK1 ETC. 

f _&ving regard to the caJ?it~l importance of the problems of the trade in and transit 
~ live-B~ock, etc:, the Com~ssu:~n of. Enquiry decides that the conclusions at which the 
to ~:oenu8ucbCComnu~t~ may aEmve m .this conn~cti?n at its next session, shall also be referred 

· omnusswn on cononuc Co-ordinatiOn. 
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9. UNEMPLOYMENT. 

The Commission of Enquiry, having taken note of the International Labour Office's 
p~oposals with ~,view to practical action ~o relieve unemployment in Europe, requests that, 
wtth the Council s approval, a sub-comrmttee composed of six members of the Commission 
sho~ld study, together with six members of the Governing Body of the International Labour 
OffiCe,_ the pr~blems _of une_mp!OYD_lent and in particular the possibility of developing 
forthw1~h the mt_ernatiO~al distnbut1on of l~bour and emigration of workers in Europe. 

This Comnuttee will also have to consider the draft contained in the Memorandum 
submitted by the International Institute of Agriculture proposing a better use of all the 
factors constituting production. 

10. TRANSPORT AND TRANSIT OF ELECTRIC POWER. 

·The Commission of Enquiry requests the Council to ask the Communications and 
Transit Organisation to study the question of the regime of international exchanges of 
electric power in Europe and to consult the Belgian, Czechoslovak, Norwegian and Spanish · 
Governments in the matter. · 

11. CUSTOMS EXEMPTION FOR LIQUID FUEL. 

The Commission of Enquiry requests the Council to ask the Communication and 
Transit Organisation to study this question, if necessary in collaboration with the Economic 
Organisation, and invite the States Members of the Commission of Enquiry to forward to 
the Secretariat the documentary material relating to the regulations applied in this 
connection in the different countries. 

12. CUSTOMS NOMENCLATURE. 

With a view to· contributing towards the improvement of conditions of trade between 
the different European countries, the Commission of Enquiry requests the Council to invite 
the Committee of Experts appointed to frame a draft unified nomenclature to expedite its 
work in order that its conclusions may be submitted to the next Assembly. 

13. TREATMENT OF FOREIGNERS. 

The Commission of Enquiry considers that a system of co-operation between the 
European States is inconceivable unless the nationals and undertakings of one State 
receive in the territory of the other States equitable treatment approaching as nearly as 
possible to that accorded to the nationals and undertakings of the State concerned. 

It reaffirms that it would be desirable, as already asserted by the International 
Conference on the Treatment·of Foreigners at the close of its first session on December 5th, 
1929, to "draft . . • the proposed Convention on the most liberal lines, with the 
possibility of appending exceptions based on special situations of fact or of law at present 
existing, in view of which Governments would put forward their proposals". 
· The Commission of Enquiry has been informed of the steps taken in this sense by 
several of its members with a view to ensuring the success of the second session of the 
International Conference on the Treatment of Foreigners, and of the conformity of views 
reached by them on the majority of i~portant points. . ·. . 

Being confident of _the _su~cessful Issue of th~ comb1~ed efforts of ~11 1t~ memb_e~s m 
this field, the CommissiOn InVItes the latter t~ g~ve theu whol~ attentiOn, m a spmt of 
genuine international co-operation, to the vanous problems raised by the drafts of the 
Convention on the Treatment of Foreigners, and to take all useful steps to enable the 
delegates of the European States at t~e next session _of the Conf~rence to _be furnished 
with instructions allowing of the conclusiOn of a conventiOn representmg a real Improvement 
in the system of European economic relations. 

14. PACT OF ECONOMIC NON-AGGRESSION. 

The Commission of Enquiry had also to consider the draft Protocol submitted by the 
delagation of the Union of Soviet Socialist Republics. It decides to refer it for examination 
to the Sub-Committee mentioned under Resolution 1 above. 
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A,\'NEX 20. C.323.M.148.1931.VII. 
C.E.U.E./30. 

MEMORANDA FROM THE INTERNATIONAL INSTITUTE OF 
AGRICULTURE CONCERNING POINTS III(a), III(b) AND III(c) 
OF THE AGENDA OF THE COMMISSION OF ENQUIRY AT ITS 
MAY SESSION . 1 

I.I.A.fC.S.Q.E. U.-111/ (a) 
I. 

MEMORANDUM OF THE INTERNATIONAL INSTITUTE OF AGRICULTURE 
ON THE WORLD CRISIS IN RELATION TO THE AGRICULTURE OF 
THE EUROPEAN STATES, WITH PARTICULAR REFERENCE TO 
UNEMPLOYMENT. 

CONTRIBUTION TO No. Ill (a) OF THE AGENDA OF THE MAY MEETING OF THE COMliiiSSION 

FOR THE STUDY OF THE QUESTION OF EUROPEAN UNION. 

SUMliiARY : 

I - The Economic Depression in Europe in its 
Relations to Agriculture. 

II - The Place of Unemployment in the European 
Economic Orgamsation. 

The third question on the agenda of the May meeting of the European Commission 
will be discussed in connection with a. preliminary report prepared by the Economic and 
Financial Organisation of the League of Nations dealing with certain aspects of the present 
economic depression and also .with a. report prepared by the International Labour Office 
which contains proposals for a. practical policy for remedying unemployment. 

These two reports originate in a. resolution of the Second Assembly of the League of 
Nations which, among other related resolutions, requests the assistance of the International 
Institute of Agriculture as regards questions falling within its particular competence. 
Hence the Institute has considered that it was incumbent upon itself to submit to the 
Commission certain arguments and suggestions from its owu standpoint with regard to 
the problem under discussion - viz.,_ the crisis and unemployment. 

This report is in two parts of which the first is a statement bringing to date the 
statistical data together with a. summary of the most salient facts in the evolution of the 
agricultural crisis. The second part first emphasises the vital interest of the agricultural 
world in the serious problem of unemployment, and then sets out a. solution based on a. 
plan of world economic organisation already personally advocated by M. de Michelis, 
President of the Institute, during the course of various meetings of the League of Nations 
and of the International Labour Office. 

It is true that by definition this plan goes beyond the limits of the question of 
European Union, but any work of European organisation must, if it is to succeed, be 
pursued on lines parallel with the work of reconstruction and of rationalisation carried 
out in the world sphere by the great international organisations to which this universal 
mandate has been entrusted. On the other hand, the unemployment prevalent among 
the European populations presents, in view of the policy of restoration and reconstruction 
and mainly in view of agricultural interests, certain aspects which merit the special attention 
of the Commission for the Study of the Question of European Union. 

The Economie Depression in Europe in its Relations to Agriculture. 

The gravity and widespread character of the agricultural crisis in the countries of 
Europe have been fully discussed by the International Institute of Agriculture in several 
publications, particularly in the Economic Commentary on the International Year-Book 
of Agricultural 8tatistic11. 

l~ormat~on obtained later at the Institute from various sources proves clearly that the 
depress10!1 whtch had been observed up to the middle of 1930 has continued in an aggravated 
form dunng the latter half of last year and during the first few months of the present year. 

!!'or. the details not pven in the present Memorandum, reference may be made to the 
pubhcat10ns of. the Instttute, and the Memorandum simply provides some general notes 
based on the figures to be found in these publications. ' 
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The constantly increasing gravity of the abnormal situation which has continued 
for a long p~rio~, is o~e of the most serious aspects of the general e~onomic crisis, not only 
because of Its Immediate effects on the farming class which it should be remembered 
represents a.bo~t 4~ per cent of the occupied members of the population of Europe, but also 
because of Its md1rect effects on the other groups of the population of the continent . 

. The reduction in purchasing. powei) an . inevitab~e result of the fall in prices of 
agncultural products and of the mcreasmg disproportiOn between farming receipts and 
expenditure, cannot fail to have disastrous consequences on all the other branches of 
economic acti-yity. T~e crisis in industry, trade and transport is, to a large extent, the 
result of the Impoverishment of the peasant classes itself due to the a!n'icultural crisis 
It is in this cri.sis that there will be fou~d, ~ not the exclusive cause, undo~btedly the mai~ 
cau~e underlymg the general econormc dl8tress from which Europe is suffering. 

At the same time, it should be frankly recognised that the methods applied in the 
national field for solving the present difficulties, have not only proved to be for the most 
part ineffective, but have in fact frequently tended to aggravate the general situation. 

Measure~ of protection adopted by one country have given rise to retaliatory measures 
elsewhere, With the result that the barriers and restrictions to international trade have 
been multiplied to the prejudice of the whole world and without any lasting benefit to any 
country. 

It seems that international action, inspired by considerations for the interest of all 
and based on the principle of a wise collaboration between the different countries, with 
the definite intention of eliminating the obstacles to the free circulation of labour, capital 
and commodities, is alone capable of leading to a gradual solution of the present difficulties 
and ultimately to the return of prosperity to agriculture and to European economic life 
in general. 

The Place of Unemployment in the European Economic Organisation. 

If any probability of success is to attend the effort of those organisations which are 
endeavouring to investigate the remedies for the present distress, a careful distinction 
must be made between that side of the economic chaos of the modern world which is due 
to movements that may be classed as cyclical and that side which is connected with those 
deeply seated and recurring forces that from time to time shake to their foundations the 
economic bases of social life. By keeping this distinction clear it may be possible to arrive 
at such a differentiation of the work of restoration or organisation as alone can ensure 
success. 

The International Institute of Agriculture is glad to note that the International Labour 
Office, while transferring the study of the question of unemployment to the sphere of the 
subject of European Union, has prepared a programme for immediate realisation inspired 
by the praiseworthy desire to relieve within a period not too distant the suffering of the 
masses of unemployed workers. Undoubtedly the International Labour Office, which in 
this matter is the properly competent body, is better qualified than any other to judge of the 
form, the manner and the time in which certain claims on behalf of the working classes 
should be put forward. 

It is agreed that it is essential to consider measures which are capable of prompt 
execution and are likely to relieve the overwhelming burden of unemployment and to 
counteract the moral and material deterioration of the unemployed workers. It is however 
obvious that the efficacy of these beneficent measures would be endangered unless they are 
based, either from the first or at a later stage, on a comprehensive public policy of 
reorganisation directed towards and resulting in the adaptation of the structure of present
day economic life to the rapid changes in the technique of production. For this 

·transformation involves not only labour, but also all the other factors and coefficients of 
production, the land, capital in the form of equipment, etc., services of farmers or managers, 
while calling for powerful efforts on the part of public authorities to bring about the 
construction of the new economic edifice on a solid foundation. 

As ~egards in particular that form of unemployment - the most serious of all -
which is the consequence of the development of the technique of production, it is easy to note 
that agricultural productive activity and agriculture in general are concerned most deeply 
in the problems connected with such unemployment. . 

It is the rural population who are the first to pay dearly for the increased mechanisation 
and electrification of the means of production. The total or partial absorption in the factories 
of the masses of unemployed persons of the rural class will never turn them into specialised 
workers ; and hence the first waves of industrial unemployment have the effect of eliminating 
these refugees. In the second place the unemployment of the town workers, whether due 
to technical changes, or endemic or seasonal,_ lower~ the purchasing power of the po~ul~tion, 
whence comes the glutting of the markets With agncultural products and the depreCiatiOn of 
farming income. It will thus be seen that agriculture is fully qualified to put forward a 
scheme for the reshaping of the economic structure to the new demands of technique, of a 
kind which will find new channels for the demobilised farm labour and thus will check the 
process which is depressing the value of the products of the land as well as the value of the 
land itself. 

As regards Europe this requirement takes on a special aspect. The lowering of the 
birth rate which is everywhere tending to bring about a reduction of population is 
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counteracted in Europe by a steeper fall in the death rate, resulting in c.onsiderable surplus 
working population. If these growing ranks of workers are ~ot ~o constitute a dead _we1ght 
on European economy it is essential that Europ.e sho~l~ bnng In ~rom other cou~tries the 
raw materials which she does not herself possess m suffiCient quantity. The countnes of the 
other continents which should supply these in return for the manufactured products of 
Europe are preferring, in consequence of that universal tendency to economic " autarchy " 
which has been so immensely developed since the war, to manufacture these goods themselves 
utilising their own raw materials. In consequence ther~ is to ~e obser-yed on the one hand 
a constant addition to the number of workers rendered mcreasmgly senous by the stoppage 
of the flow of emigration, and on the other hand a shortage, which also becomes m~re and 
more marked of material for transformation. No scheme of European co-operatiOn and 
union can th~refore leave out of consideration the position, the requirements and the 
tendencies existing in the other continents. 

Proposal for a Universal Organisation. 

On this question Senator de Michelis, President of the Institute, has had the 
opportunity, in his personal capa~ity, of explaining tb~ id.eas wh~ch ~aye just ?een stat~d, 
and of outlining a scheme for a uruversal form of orgarusatwn, while givmg speCial attentiOn 
to the most urgent requirements of European reconstruction. · 

The International Institute of Agriculture, while not assuming any parti pris, is of 
opinion that it is desirable to give a summary of M. de Michelis' ideas as stated by him in the 
course of various public international debates, particularly in the League of Nations, and as 
worked out in detailed study not as yet published, of which the Institute has had the 
opportunity to see the proofs. 

What is the structure of the proposed new Organisation ! It would consist in associating 
on the international plane and in combining, in such a way as to bring about the maximum 
output, the production coefficients which come into play in every agricultural and industrial 
enterprise- na.mely, la.nd and ra.w ma.teria.ls, labour a.nd ca.pita.l. If something more than 
mere ta.lk is the object, herein lies the only true sense and t.he only true ba.sis of any reality 
in the formula "international co-operation", which is constantly preached and repeated 
in present day meetings and discussions. An essentia.l and outstanding point in· this 
conception is the permanence of priva.te enterprise, the original primary source of the 
production of wealth. As however this permanence appears likely one day to be 
compromised, and the basis of property and of private economic iilterests to ·suffer a fatal 
blow, under the inevitable stress of the evolution of markets and of technique of production 
which far transcends the particularist policies of individuals, associations and nations, in 
order to become more increasingly an internationalised process. It is essential that means 
should be found for reconciling the existence of private enterprises with free international 
circulation of the prima.ry elements in production, and it is further indispensable that 
present economic canons should be adapted to the new requirements of unified standards 
in marketing and in agricultural and industrial technique. The apprehensions to which such 
a programme will give rise are known well enough. It was doubtless in order to anticipate 
or to dispel these fears tha.t Senator de Michelis, in referring to this question in the course 
of the Second Assembly of the League, emphasised that it was essential that the scheme, far 
from suggesting any form of compulsion or any exaggerated regulation, should involve 
the progressive abolition of all hindrances to the free circulation of labour and capital, 
together with their employment to the best economic advantage. On the other hand, as the 
proposa.l entails establishing a form of organised economic life, the idea of a circulation free 
~~m all ~d of c?ntrol is inadmi.ssible. When reference is made to freedom to emigrate, 
It lB certainly not mtended that disorderly masses of workers should break like waves over 
the markets of other countries at the risk of impairing their stability and of bringing about 
crises harmful alike to the immigrant masses and to the workers of the country so invaded. 
Silnila.rly, when an equita.ble distribution of capital is advocated, it should not be inferred 
that the fruits of many efforts should be sa.crificed to the demands of others with no 
gu~rantee that they will be used to best adva.ntage. In the first case the problem is to make 
flwd the forces of labour and to direct them into channels which will best serve the common 
~terest,. to establish them on the lands and to attach them to those agricultural and 
mdust~ enterprises which, as a result of this influx, will yield optimum results. The 
pro~lem m the second case is to establish a system of international credit which will cause 
capit~ t~ flow to lands. and enterprises where it can serve to maintain the most efficient 
combma.twn of productive elements. 

The Memora.!'-du~ of the Instit:ute gives a summary and rapid sketch of this conception 
of Senator de Michelis, so far as It. relates to the three essential factors : 1 .. population 
and labour ; 2. lands and raw matenals ; 3. ca.pital and credit. 

The l!emorandum of the Institute concludes as follows : 

:r'he universal economic organisation, the elements of which have iust been outlined 
r~.qwrea. to be supported and enshrined ill a legal fra~ework which the co-operating State~ 
11111 b~ called upon to sec:ure an~ gua~antee. Is there 10 existence any organisation legally 
~~t~blis~ed on a corpo~a.tlve basis :WhiCh would best secure the objects of an mternational 
ratwnahsed .and orgamsed econom1c system f Is there in existence a structure similar to 
the lnternatwnal Labour Office, with, it should be noted, all the adherences and the relations 
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of co-or~ation essential in respect of technical competence, and above all with 
re:J?re.sentatwn secured to consumers ! Is there any such linking and amalgamation of 
eXIstmg organs already vested by the States with the powers necessary to this end ! 
. . It would be ~ad~sable t? hazard any forecast on this point, before experience of action 
m VIeW of ~he ~eah_sat~on of this end has been gained, seeing that it is only such experience 
that can gtve msprratwn and suggest the right course to be pursued. 

Proposal of the International Institute of Agriculture. 

~ea~while, so far as r~lates to t_he studies to be pursued in connection with European 
orgamsatwn, the I~ternatwnal Institute of Agriculture requests the Commission for the 
Study ?f the Questw~ ?f Europ~a~ Union to examine the following proposal : to establish 
a Spemal Sub-Comnnsswn, cons1stmg of representatives of the Technical Organisations of 
the L~~e of Nations (i~ p~rticular the E_conomic and Financial Organisation, and the 
Orga.msatwn for Commumcatwn and Transit), of the International Labour Office of the 
Interna.tion:al Institute of Agriculture, and possibly including representatives of the Bank 
of InternatiOnal Settlements : as also of a certain number of experts. This body should be 
asked to undertake the study of the problem of unemployment from the point of view of a 
radical organisation of economic life based on the maximum utilisation for common ends of 
lands, raw materials, labour and capital. 

This Sub-Commission should carry out its work in accord with the Commission, the 
establishment of which is proposed in the Report of the International Labour Office, or 
should identify itself with that Commission, which in such case should be enlarged in order 
to be in a position to deal with the proposals set out above. 

I.I.A.{C.S.E.Q. U.-111/ (b) 

II. 

MEMORANDUM OF THE INTERNATIONAL INSTITUTE OF AGRICULTURE 
ON THE WORK OF THE WORLD WHEAT CONFERENCE HELD IN ROME 
FROM MARCH 26TH TO APRIL 2ND 1931. 

CONTRIBUTION TO No. III (b) OF THE AGENDA OF THE MAY MEETING OF THE COMMISSION 
FOR THE STUDY OF THE QUESTION OF EUROPEAN UNION. 

SUMMARY: 

I. Organisation of WJaeat Production and of the 
Wheat Trade. 

II. International Agricultural Credit. 

III. Preferential Tariff System. 
IV. Some Conclusions on the Work of the Conference. 

At its meeting last January, the Commission for the Study of the Question of 
European Union expressed its best wishes for the success of the Wheat Conference to be 
held in Rome during March, and referred to the Conference several important 
recommendations dealing, inter alia, with the cereal stocks of the Danubian countries, the 
disposal of future surpluses, preferential tariffs and agricultural credit. 

The two sub-commissions which met in Paris on February 23rd and 26th also left 
the consideration of these questions to the Rome Conference, and one of these sub
commissions - as shown in the document which serves as the agenda paper for the 
May session of the Commission - reserved to itself the further consideration, if need be, 
of the question of the disposal of future crops, until after it had been seized with the results 
of the Rome Conference. 

Hence it appears essential that the International Institute of Agriculture should make 
a brief report to the Commission on the results which have been reached by the Wheat 
Conference, particularly as regards the questions relating to agriculture with which the 
Commission is directly concerned and to which it will be giving further attention at the 
meeting in May. 

Accordingly it may be useful to offer a brief statement, indicating the spirit and sense 
in which each of the points to which reference is made above was discussed in the Conference, 
on the basis of the documentation prepared by the Institute, as also the considerations 
which led up to the resolutions (set out in the Appendix) after the Conference had recognised 
unanimously the diverse character of the factors in the crisis, and also, with the like 
unanimity, that it is only on the international plane that the present wheat crisis can be 
studied and solved effectively. 
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The Conference met from March 26th to April 2nd, the following being the three main 
points discussed : 

(1) International Organisation of Wheat Production and of the Wheat Trade; 

(2) International .Agricultural Credit; 
(3) Preferential Tariff System. 

I. ORGANISATION OF WHEAT PRODUCTION AND OF THE WHEAT TRADE. 

One of the outstanding results of the Rome Conference was to cle~r once for all the 
field of international discussion of the idea that it is possible to restnct and parcel ~mt 
by any form of compulsion the areas sown, with the object of obtaining a general reduct10n 
of such areas. . . 

This solution which had already been discussed on various occas10ns, seemed to all 
present so to sp~ak, too rough and ready ; opposed as it is to the policy of econo~c 
freedo~ of numerous States, it is impossible to carry out in practice and - even were It 
possible- probably dangerous. . . . . 

Owing to the very diverse .charact~r of th~ econom1~ and .a~ICultural. cond1t10ns 
obtaining in the different countnes and m the different reg10ns Withm them, It would be 
impossible to institute in these with any similarity, and still less with any uniformity, such· 
regulating schemes. HaviJ;lg r~gard to this diver~ity of ec?n~mic an~ agricultural conditions, 
the question of cereal cult1vat10n can only be diScussed m 1ts relat10n to other crops. 

It is true that certain delegates asked the representatives of the exporting countries 
whether it might not be possible to initiate a policy which would guarantee for the future 
that no further extensions of sown areas would be admitted. In the end, however, the 
idea prevailed that the prices of products would not fail to influence the extent of the areas 
devoted to cereal cultivation, and also the argument that, the question being realised to 
be one of private economic interest, any limitation of areas can only be brought about 
through the goodwill of the farmers themselves and not as the result of any extraneous 
compelling cause (apart from propaganda), whether emanating from an interna· 
tiona! organisation or from the national Governments. 

:Although in practice it is neither possible nor desirable to take action in the sphere 
of production, the Conference clearly recognised, on the other hand, the feasibility and 
value of the policy designed to bring about improved organisation of the wheat market. 

Part of this improved organisation must be a gradual process, starting from a close 
watching of the markets and a distribution of reports tending to improvement in the 
moral standards of the markets or informing the growers of the facts which, as they occur, 
may have an effect on these markets ; the final result will be an improved sales organisation. 

A certain part, however, of the programme of progress seemed to call for more 
immediate action ; on the one side, the exporting countries require some scheme for dealing 
with the exports for the forthcoming season 1931·32, including the disposal of the heavy 
stocks in hand, while on the other the importing countries should endeavour to set up 
organisations for the purchase of imported wheats, the form of which will necessarily 
depend on the particular situation in each importing country. 

As regards the first of these, reference should be made to a practical result of outstanding 
importance accomplished by the Rome Conference - viz., the promotion of the first meeting 
of the Overseas and European exporting countries (including the Union of Soviet Socialist. 
Republics) who decided in the course of the Conference itself to meet in London on 
May 18th, for the purpose of drawing up jointly the scheme outlined" above. Excellent 
results may be anticipated from this meeting, which will also have the opportunity of 
taking into account the statements made in the Conference to the effect that it will be 
a difficult matter to increase in Europe the consumption of wheat as human food. 

As the Conference had determined that it was necessary that action should be taken 
rathe~ in_ regard to the organisat.ion ~nd forms of marketing than in regard to the 
orgamsatw~ and forms of produ?t10n, 1t called attenti?n ~o the need for a propaganda 
!llovement m f~vour of ~he extensiOn of wheat consumpt10n m those countries where wheat 
IS not as yet mcluded m the normal dietary. 

In the discussions of the Conference the question of the further possibilities of worid 
wheat consumption was also emphasised . 

. T~~ _Conference in _effect _envisaged, alwaY.s from the international standpoint, the 
pos.ijib~ties of the solutiOn of Its problem as lymg rather in a variety of policies than in 
a smgling out of any one particular policy. 

II. INTERNATIONAL AGRICULTURAL CREDIT. 

h d At t:e Rome Conferen.ce, this important question was developed in a manner which 
a ~ot ;en for~een. Th1~ development is an index of the earnest desire felt by a large 
~om. er 0 countnes to amve at a settlement of a question which is so essential to the 

0~~~g p;oo~ld. M~r~. especially is_ the importance of this settlement felt in its bearings 
chan . ems. rea mg to the different systems or organisation of farm undertakings 
~hil·~eshamvecrop.pmg sytstemf s,henquiry into and improvement of trade outlets -all problem~ 

· ar111en ou o t e wheat crisis ass · · th diff 
asJ,ects as regards technical d t il b t ' h ~rm~g m e erent countries varying 
I'rtdominant feat e a s, u w erem m almost every case urgency is the ure. 
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Althou_gh, as. regards medium-term and long-term credit, the Conference expressed 
its full confide~ce.m ~he ~ork of the League of Nations for the foundation of an international 
mortgage credit mstltu~wn, on the other hand the Conference emphasised, in a way so 
far unprecedented, the Impo~~nce of the question of short-term credit. 
. As reg_ards the c~real.cnsis, and because of the new credit needs that have emerged 
m conn~ctwn th.ereWith, It. was clearly pointed out at the Conference and particularly · 
by cert~n countries ~~a:t agncu~t~a~ short-term credit requires to be increasingly developed, 
and this even by utilismg possibilities of transfers of capital from one country to another 
and on the international plane. 

Short-term credit is advocated more particularly as encouraaina changes in croppina 
systems with the object ~f .avoiding hasty sales of products to meet debts already contracted 
und~r ~urd~nsome conditw~s, etc. The question is also one of agricultural commercial 
credit, t.e., mtended to assist the farmer, not so much in the staae of production as at 
the stage of distribution. · ' "' 

It is on this question of short-term credit that the whole attention of the Institute 
is being d~ec~ed fro~ ~ow onwards, since as regards medium- and long-term credit, the 
new orgamsatwn which IS about to be formed under the auspices of the Leaaue of Nations 
will fully meet the requirements of the countries which have credit needs~ 

As regards short-term credit, the Institute has been able to utilise the international 
enquU:y which it undertoo~ in 1928 : a concrete scheme has been prepared for the 
establishment of an Internatwnal Bank of Short-Term Credit, the statutes of which will be 
submitted to the Governments concerned at an early date, It may thus be stated that 
-unless unforeseen. circumstances arise- the new organisation will shortly occupy the 
place left vacant by the Institute which is about to be founded for land mortgaae credit 
under the auspices of the League of Nations. "' 

. It will be possible in this way to fulfil satisfactorily the desires of the agricultural 
countries. , 

III. PREFERENTIAL TARIFF SYSTEM. 

The question of preferential treatment, which had already been examined in the 
course of a .number of previous international meetings, was also examined by the Rome 
Conference. It has advanced a stage nearer settlement on this occasion, owing to 
the fact that there met on the same ground countries demanding such· treatment and 
countries on the economic life and on the mutual relations of which this treatment might 
have serious effects. , 

It was, in fact, decided at Geneva, at the Second International Conference in favour 
of a concerted economic policy, on the proposal of the special Committee, that a tariff 
preference could not be brought into force except with the consent of the countries concerned 
enjoying the most favoured nation treatment. At the Rome Conference this principle of 
preferential treatment, even in view of the system of the most favoured nation clause which 
governs most of the relations established by commercial treaties, has not been unanimously 
accepted, a fact which is in itself quite intelligible. 

The principal difficulty encountered by the Commission lay in the fact that the 
delegates of several important wheat exporting countries declared that they did not possess 
the materials necessary to enable them to estimate the possible loss which they might 
suffer as a result of the preferential system, nor the possible advantages that they might 
be able to derive therefrom. 

Hence, if the interested countries, who are prepared to make trade agreements on a 
preferential basis, desire to continue the discussion, it will be necessary for them to have 
recourse to diplomatic channels. 

In a word, the purely theoretical discussion of principles has been advanced to a 
conception of practical value following the line indicated as the best for forecasting the 
effect of a clearly defined demand and for establishing the conditions of reciprocity 
consequential thereon. 

With the guarantees provided by this forecasting and settlement of conditions, the 
preferential system, although not unanimously accepted in princi~Ie, seemed to be capa~le 
of practical realisations, safeguarded by diplomatic conversatwns between the High 
Contracting Parties. 

IV. SOME CONCLUSIONS ON THE WORK OF THE CONFERENOF.. 

The resolutions approved under the three headings shown in the Final Act will serve 
to indicate the lines of preparation for the second World 'Vheat Conference arranged 
by the International Institute of Agriculture which, as the Governments have already 
been informed officially, will meet in Rome during April 1932. 

As regards, however, the immediate present, there is no gainsaying the great value 
of these resolutions by reason of the suggestions they contain as to the lines to be followed 
and the methods to be adopted for the purpose of bettering the conditions of th~ wheat 
market and of discovering the best methods of so regulating exchanges as to arrive at a 
better organisation of economic life in general. 

The fact that 48 States belonging to the five continents took part in the Conference, 
and also that the Governments were represented by persons of high eminence and by 
authoritative experts, gives to the resolutions of the Conference an outstanding importance. 
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· h · t · evidence to show that the Wheat Conference, which 
It is ~ell ~o b~mg t ese pOI~: ~~e Lea ue of Nations and with the Commission for the 

was orgnmsed m du:ect afccEord wit n Union lfnarked a real sta<>e of progress on the road of 
Study of the QuestiOn ~ uropea . " 
international collaboration and mutual aid. 

I.I.A.fC.E. U.E.-III/ (b) -Annex. 
III. 

FINAL ACT OF THE INTERNATIONAL PREPARATORY CONFERENCE OF 
THE SECOND WORLD WHEAT CONFERENCE 

(Rome, International Institute of .Agriculture, March 26th to 2nd, 1931 ). 

The official delegations of the following countries : 

Germany, · 
.Argentine, 
Austria, 
Belgium, 
Belgian Congo, 
Bolhia, 
Bulgaria, 
Denmark, 
Egypt, 
Spain, 
Estonia, 
Finland, 
France, 
Algeria, 
Morocco 

(French Zone), 
Tunis, 

Great Britain and Northern 
Ireland, 

.Australia, 
Canada, 
India, 
Union of South .Africa., 
Irish Free State, 
Greece, 
Guatemala, 
Hungary, 
Italy, 
Eritrea, 
Cyrenaica, 
Italian Somaliland, 
Tripolitana, 
Japan, 
Latvia, 

Lithuania, 
Mexico, 
Norway, 
Netherlands, 
Peru, 
Persia, 
Poland, 
Portugal, 
Roumania, 
Sweden, 
Switzerland, 
Czechoslovakia, 
Turkey, 
Union of Soviet Socialist 

Republics, 
Uruguay, 
Yugoslavia, 

have met on the invitation of the International Institute of Agriculture and at the Palace 
of the Institute from March 26th to .April 2nd for the International Preparatory Conference 
of the second World Wheat Conference. -

* * * 
Representatives of the Secretariat of the League of Nations, of the International 

Labour Bureau, of the International Co-operative .Alliance, of the International Chamber 
of Commerce, of the International Commission of Agriculture, of the Permanent 
International Commission of .Agricultural .Associations (C.I.P . .A.), of the Agricultural 
Delegation of the Economic Committee of the League of Nations and of the Interparliamen
t:vy Union also took part in the Conference, in the capacity of Observers or as persons 
invited by the Institute. In addition, the Institute had invited the full members of its 
Agricultural Economic Committee, to take part in the work of the Conference and to hold 
their third Session during the course of the meeting . 

• * * 
In connection with the work of the Conference, the International Institute of 

Agriculture, which likewise made all arrangements for the work of preparation, had 
prepared a special documentation, comprised in five pamphlets bearing the following 
titles : 

(1) Note on the situation of the world wheat market; 
(2) Principal measures adopted in the various countries in view of the wheat crisis· 
(3) Recommendations and resolutions of recent international meetings, relating 

to wheat; 
(4) Note on International Agricultural Credit; 
('i) Statistical documentation on the production of, trade in and price of cereals. 

A1m~x: Texts of Laws relating to cereals. 

* * * 
. !he Conference invit~d His Ex.cellency Senator Giuseppe de Michelis, .Ambassador 

Prestdent of_ the I_nterna~wnal. Institute of .Agriculture, to act as its President. ' 
f It_ constituted Its Prestdenhal Bureau as follows: His Excellency Baron .Acerbo Minister 

0 Agnculture and Forests of the Kingdom of Italy; His Excellency Count Karolyi; Minister 
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of Foreign Affairs of the Kingdom of Hungary; His Excellency M. Mad<>earu l\Iinister of 
.Agricu!ture of the Kingdom of Roumania ; His Excellency Dr. Dollfuss~ Fed~ral Minister 
of .Agnculture and Forestry of the .Austrian Republic; His Excellency 1\I. Fran~ois-Poncet, 
Under-Secretary of St.ate t~ the President of the Council and of the National Economy 
of the French Re~u~hc ; His ~xcellency M . .Ahmed .Abdelwahab Pasha, Under-Secretary 
of State to the .Ministr;r of Fmance of Egypt; Dr. Hermes, Deputy, former 1\Iinister of 
the German Reich ; His Excellency M. LeBreton, former Minister .Ambassador of the 
.Argentine Republic to the President of the French Republic ; M;, Ma.cDou<>all Trade 
Commissioner of .Australia in London; M. Mullie, Senator of the Kingdom of B~lgium · 
the Hon. George Howard Ferguson, High Commissioner of Canada in London · S~ 
Ronald Gra~am; .Ambassador of His Britannic Majesty at the Court of H .l\1. the inng 
of Italy ; His Excellency M .. Seya, Special Envoy and Minister Plenipotentiary of Latvia 
at the Court of H.M. the Kmg of Italy; His Excellency M. Wagniere, Special Envoy and 
Minister Plenipotentiary of the Swiss Confederation at the Court of H. M. the King of 
Italy ; Prof. Kritsman, Vice-President of the State Commission for the Economic Plans 
of the Union of Soviet Socialist Republics : M. Louis-Dop, delegate of France and of the 
French Colonies on the Permanent Committee of the International Institute of .A()'riculture 

· Vice-President of the Institute. "' ' 
Professor Brizi, the Secretary-General of the International Institute of .Agriculture, 

was elected Secretary-General of the Conference and appointed the Secretariat of the 
Conference, composed of members of the staff of the International Institute of .Agriculture. 

• • • 
The International Preparatory Conference of the second World Wheat Conference 

first examined the questions on the agenda, during the course of a certain number of plenary 
sessions. 

It then formed three Commissions : the first for the International Organisation of 
Wheat Production and the Wheat Trade, the second for International Agricultural Credit 
and the third for the Preferential Tariff System. 

The Presidents of these three Commissions were M. Fran':ois-Poncet (First 
Commission), M. Mullie (Second Commission) and l\1. W. Stucki (Third Commission), 
who submitted the reports of their respective Commissions. 

In addition the Conference judged it opportune to entrust to a special Committee, 
chosen from among the delegations of the exporting countries, the task of preparing a 
further meeting of all the exporting countries, both European and overseas. This 
Committee held a meeting during the Conference . 

• • • 
The results of the debates during the plenary sessions and the work of the Commissions 

have strengthened the conviction of all the members of the Conference that the present 
wheat crisis can only be studied and solved effectively on the international plane. 

·consequently, it is in this spirit, that the Conference, during the final session which 
followed the conclusion of the work of the Commissions, adopted the following resolutions : 

I. INTERNATIONAL ORGANISATION OF WHEAT PRODUCTION AND OF THE WHEAT TRADE. 

(1) The International Preparatory Conference of the Second Wheat Conference 
recommends examination of the possibility, in countries where wheat is already consumed, 
of considering the means of developing such consumption. It also recommends a strong 
publicity campaign in order to popularise the consumption of wheat in countries where 
it is not at present largely used. It is of opinion that in order to give full effect to this 
publicity, it would be desirable to sell off at low prices in such countries, part of the stocks, 
which overburden the world market. 

(2) It recognises that the European countries, for· manifold reasons, economic, social 
or political, are unable, either to give up the cultivation of wheat or to allow it to be 
neglected. · 

(3) It recognises that it is impossible to secure a general reduction in the areas sown 
throughout the world by the direct method of obligatory restriction, whether advocated 
by an international body or by national bodies. 

It is convinced that the reduction of sowings can only be obtained by natural methods, 
by the farmers themselves, influenced by the conditions of the market and a study of the 
figures and of the facts. 

It recommends that in countries which consider it advisable, this influence should 
be reinforced by an educational propaganda among the producers. 

(4) The Conference considers that, in order to secure the solution of the wheat crisis, 
it is particularly necessary that there should be an improved organisation of the wh~at 
market. Such organisation should be brought a~out rather by a gradu_al and pro~esBlve 
policy, based step by step on the results obtained, than by any policy that claims to 
cover every aspect of the problem. 

In order to reach a rapid solution, it recommends the countries interested to 
concentrate their efforts for the present on some particular, definite and limited object, 
such as the disposal or the organisation of the carry-over of existing stocks. 

(5) The Conference is glad to note that the wheat exporting countries, overseas and 
European, have decided to draw up together a scheme to deal with the wheat export 
season 1931-32 and with existing stocks, and that they will meet for this purpose, under 
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'd f the Bon George Howard Ferguson, High Commissioner of Canada, in the pres I ency o · · 
L doD on May 18th. b · th · t' on 'At the same time the Conference recommends the different uyers m . os~ 1mpor mg 

C
6! h re the need should make itself felt to endeavour to form orgamsatwn~ for the 

counhtrie: :r i~ported wheats. Such organisation may take any form whatever whiCh may 
pure as . 1 · t' · h t be suitable in view of the partiCU ar s1tua Ion m ea~ coun r~. . 

(7) The Conference considers that the InternatiOnal Institute of Agnculture and the 
Economic Organisation of t.he ~eague of Nations should foll~w closely the .efforts to be 
made by the various countries m the sphere of wheat productwn ~nd trade, m order to be 
·n a position to take in full agreement such steps as current expenence may suggest. . 
I (8) It considers that the improvement of the organisation of worl~ wheat prod~ct.wn 
and trade largely depend on an improvement in the provision of informatiOn and of statistical 
forecasts. . f A · l.t 

It expresses its confide!lce in the Internat~onal lnstit?te .o p1cu ure as a me~ns 
for co-ordinating the statistical data of the varwus countnes m .this respect, ~o_r checkmg 
and interpreting the figures, for supplementing the documentatiOn. from offiCial sources 
by such professional or commercial documentation as may throw. lig~t on. the pro_blem, 
for facilitating the utilisation of statistical information and for making It available Without 
delay by the interested parties. . 

The Conference recommends all the States to increll8e the financial reso~rces available 
for the International Institute of Agriculture, in order to enable the Institute to carry 
out this work to best advantage. 

II. INTERNATIONAL AGRICULTURAL CREDIT. 

(1) The Preparatory Conference of the second World Wheat Conference has examined 
with special attention the part which a systematic organisation of agricultural credit can 
play in improving the general situation of agriculture, and in particular, in overcoming the 
grain crisis. · . 

It is of opinion that it is more than ever necessary to be able to obtam for farmers 
and in particular for wheat growers at low rates of interest, the capital of which they have 
need, and that, with that object, it is desirable to examine, from an international point 
of view, the question of agricultural credit, which differs from commercial credit in the 
forms imposed upon it by the special conditions of agricultural production. 

(2) With regard to medium-term and long-term credit, which serves principally 
to enable farmers to purchase equipment and stock, to acquire or to enlarge a holding, 
to carry out land improvement and to effect transformations in systems of cultivation, 
in order to restrict, when desirable and possible, the area sown to cereals and to develop 
the cultivation of crops which can advantageously replace them, the Conference is pleased 
to learn that the Financial Committee of the League of Nations, taking account of the 
studies made by the International Institute of Agriculture, is at present contemplating 
the formation of an international mortgage credit institution. 

It expresses the wish that this organisation should as quickly as possible be in a position 
to supply, at the most favourable rates, medium-term an.d long-term credit to the farmers 
of all countries. . 

The Conference is of opinion that medium-term and long-term credit is as useful to 
corporate bodies as to individuals and that it should also serve to facilitate the construction 
of elevators, of silos and of co-operative warehouses, and the organisation of co-operative 
societies for the marketing of grain and of other agricultural products. 

The Conference points out that medium-term credit can also be useful to farme1·s 
who are not the owners of their !arms as, in default of mortgages, they can give other 
effective security, such as agricultural warrants, liens on crops, sureties, or joint and 
several guarantees. 
. (3) ~he Co~erence notes that i;D the present crisis, short-term agricultural credit 
Is of particular Importance and that It should be encouraged as much as possible by the 
Governments of the different countries . 

. This form of .credit,, in fact, can enable farmer~ and particularly grain growers to 
av~nd hasty sales. Immediately after the harvest, which lower and disturb the course of 
pnces, to ~he ~etnment of the producer and without benefit to the consumer. By facilitating 
~he. s.ubst1tut10n of other ·crops for wheat, and systematic and orderly marketing by 
mdi~dual farmers .as w.ell ~s by co-opera:tive societies, short-term agricultural credit can 
contnbute to_ a ~atlonalisatwn of productwn, to a greater stabilisation of prices, and to a 
better orgarusatlon of exports and of markets. 

In this regard, the Conference is of opinion that the transfer of capital may 
atvant~g~ously take place between countries where it is plentiful and cheap and those 
w ere It 18 scarce a_nd costly, and that it is necessary to study the means of facilitating 
such. tr~nsfer of cap~tal on an international scale in order to develop short-term agn'cultural 
credit m all countnes. 
ex (4) Th~ Conferenc~ again expresses the opinion that it is desirable to provide 

apo_rter; With the credit J?-ecessary for speeding up the clearance of stocks and that in 
~i~~~u ~t~ra~sport age.nCies, bonded and general warehouses and shipping companies 
a.lrea.dyw~t c:m::!~~e mtervene here by utilising the credit which such bodies have 
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Thus, a~ proposed by the Committee established by the Commission for the study 
of t~e ques~10n «?f European U~on,_ it might become possible to consider for the purpose 
of discountmg bllls a fuller utilisation of those markets on which the rate of interest is 
low, the issue of warrants on merchantable products, and the possible introduction of 
the system of a negotiable way-bill. 

(5) !.rhe Conference requests the International Institute of Agriculture to continue 
its studies re~at~g to agricultural cre~t. and to endeavour to draw up a general scheme 
for the orgamsat10n of short-term agncultural credit. 

Ill. PREFERENTIAL TARIFF SYSTEM. 

The C~:mference ha~ ~oted th~t the discus~ion on_ the preferential tariff system, which 
took place m the CoiDmlSSion appomted to consider this question, was based on an appendix 
to the report of a Commission of the Second Conference in favour of a concerted economic 
policy, which met at Geneva in November 1930. The discussion has been carried as far as 
is at present possible in the field of multilateral conversations. 

The principal difficulty encountered by the Commission lay in the fact that the 
delegates of several important wheat exporting countries declared that they did not possess 
the materials necessary to enable them to estimate the possible loss which they might 
suffer as a result of the preferential system, nor the possible advantages that they might 
be able to derive therefrom. · 

Hence, if the interested countries, who are prepared to make trade agreements on 
a preferential basis, desire to continue the discussi9n, it will be necessary for them to have 
recourse to diplomatic channels. . 

The Commission also ascertained that all exporting countries have the same interest, 
in so far as they all desire to see the European market strengthened, so that they may 
obtain remunerative prices for their cereals. 

• • • 
The above resolutions were adopted by the Conference unanimously, except for the 

abstention of the delegation of the Union of Soviet Socialist Republics as regards 
Chapter I- in accordance with the reserves expressed as regards Nos. 1 and 7 of this 
chapter, as to the remainder of which the delegation is favourable- and the contrary 
vote of the same delegation regarding Chapters II and III. 

• • • 
The intention of the Preparatory Conference, in adopting the resolutions set out 

on the previous pages, has been, on the one hand, to indicate to persons interested throughout 
the world the paths that may be followed and the means that may be adopted to bring 
about better conditions on the wheat market and, on the other, to provide the 
International Institute of Agriculture with a proper orientation of its work of preparation 
for the second World Wheat Conference, which the authorities of the Institute have 
arranged to call in 1932 as the various Governments have already been duly informed. 

The Preparatory Conference considers that it is a particularly happy circumstance 
that the means should have been found for the consideration and discussion of questions 
of great importance and ~f extreme delicac~ in a meeting a_ttende~ by a lar~e num~er 
of authorised representatives of the exportmg and of the importmg countnes of five 
continents, all of whom were fully persuaded of the urgent necessity of finding a remedy 
for the present situation. 

Executed at Rome, the second day of April, one thousand nine hundred and thirty-one. 
A copy of the present Act will be sent to the different Governments by the International 

Institute of Agriculture. 

(Signed) for Germany Dr. A. HERllfES 

" 
Argentine FERNANDO PEREZ 

" STRAUBINGER 
" " 

Austria . 
" 

Belgium • G.MULLIE 
" ALBERT HENRY 
" " 

Belgian Congo 
LUIS SEGARINI 

'·' 
Bolivia . 

" Bulgaria. IAN S. MOLLOFF 
" " 

" 
Denmark J. C. W. KRUSE 

" A. ABDELWAHAB 
" " 

Egypt • 
LUIS R. DE VIGURI 

" " 
Spain • 

" " 
Estonia A. SCHMIDT 

" " 
Finland PONTUS ARTTI 

" " France ANDRE FRANc;ors-PoNCET 

" " Algeria . . . . . . . LOUIS-DOP 

" " Morocco (French Zone) G. J\IALET 

" " 
Tunis . . . . . . . . . . . . Lours-DOP 

" " 
Great Britain and N ortllern Ireland RONALD GRAHAM 
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F. L. MACDOUGALL 
Australia. . · • · · 
Canada . · · · 

G. H. FERGUSON (Sig11ed) for 

" 
" 
" " 
" 
" 
" 
" 
" 
" 
" 
" 
" " 
" 
" 
" 
" " 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 

" India • . · · · · : · 
" Union of South Afnca 
" S 
" 

Irish Free tate 
Greece . . 

" Guatemala 
" , Hungary 
, Italy 

" 
" 
" 
" 

Eritrea. . • · 
Cyrenaica • . · · 
Italian Somali/and 
Tripolitana 

, Japan . . 
Latl'ia . • 
Lithuania " 
111 exico " 

" Norway . 
Nether lands. " 

" , Peru 
, Persia . . 

" 
" 
" 
" 
" " 

Poland • . 
Portugal . 
Roumania 
Sweden 
Switzerland • 
Czechoslovakia 

H. A. F. LINDSAY 
R. PIENAAR 
1\I. H. RAFFERTY 
P. A. l\IETAXAS 
G. MoNTEFIORE 
G. PRONAY 
GIACOMO AcERBO 
PASQUALE SANDICCHI 
E. DE CILLIS 
PASQUALE SANDICCHI 
E. DE CILLIS 
S. YosmzAWA 
P. SEYA 
V. CARNECKIS 
J. BALLESTEROS 
OsKAR JAHNSEN 
J. J. L. VAN RIJN 
PIETRO CHIIDENTI 
Delt!gue observateur : MosTAFA SAIDI 
ADAM ROSE 
JOSE DE BIVAR BRANDEIRO 
V. 1\'IADGEARU 
ERIK SJOBORG 
WAGNrERE 

" 
Turkey • • • • • . . • . · • 
Union of Soviet Socialist Republics 
Uruguay 

J. U. Dr. 1\'IASTNY 
SUAD 
LEON KRISTMAN 
ENRIQUE Jos:E RoVIRA 
Dr. 0. FRANGES 

" 
" 
" 

Yugoslavia • 

President of the Conference : 
(Signed} Giuseppe DE MrcHELIS, 

President of the International Institute of Agriculture. 

Becretary- General of the Conference : 
( Bigned) A. BRIZI1 

Becretary- General of the International Institute of Agriculture. 

I.I.A.JC.S.E.Q. U.-IIIJ(c). 
IV. 

MEMORANDUM OF THE INTERNATIONAL INSTITUTE OF AGRICULTURE 
ON THE CREATION OF AN INTERNATIONAL BANKING INSTITUTION 
FOR THE PURPOSES OF SHORT-TERM AGRICULTURAL CREDIT. 

CONTRIBUTION TO No. III {c) OF THE AGENDA OF THE l\IAY l\IEETING 
OF THE COMMISSION FOR THE STUDY OF THE QUESTION OF EUROPEAN UNION. 

SUMMARY: 

I. The Need of Short-Term .Agricultural Credit. 
II. International Organisation of Short-Term .Agricultural Credit. 

III. .Appendix - Regulation of short-term .Agricultural Credit in the Countries of Central and 
Eastern Enrope. 

I. The Need of Bhort-Term Agricultural Credit. 

The International Institute of Agriculture ha.s always recognised the great importance 
for agriculture of short-term credit a.nd ha.s followed its development in different countries 
from both the legislative a.nd the economic point of view. However, since 1926 it has 
devot~d more attention in the course of its studies to the question of land credit, as the 
need of such credit wa.s keeuly felt, especially in the countries in which a.n a.gra.ria.n reform 
ha.d taken place. But when the League of N a.tions took the initiative in the practical realisation 
of the idea. of medium-term a.nd long-term credit, the International Institute of Agriculture 
turned its attention to the question of short-term credit. At the Preparatory Conference 
of the second World Wheat Conference, convened by the International Institute of 
Agriculture a.n~ held in Rome on March 26th of the present year, the Institute presented 
the reHults of Its work, on the basis of which a. meeting of representatives of the various 
~tat~s wa.s to be held in Rome, during the first six months of this year. 
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The quest~on roused c~>nsiderable interest and an exchange of views on the subject 
took place dunng the meetmg of the Second Committee of the Conference. 

A strol!-g current of opinion in favour of short-term credit manifested itself. Prominent 
represen~atives of _the differen~ countries both of Eastern and of Western Europe (Poland, 
~oumama, ~ulgana, YugoslaVIa, H_ung!lry, France, Spain, Italy, etc.) urged the necessity, 
m present Circumstances, of considermg short-term credit as well as medium-term and 
lon~-term cre~t: ~hey maintained that in view of the crisis in cereal-growing and of the 
agncultural cnsis m general, short-term credit must play an essential part in restorin"' 
the economic an~ .commerci!ll eq~brium of ~he farms and in facilitating their working: 
~he lack of suffiCie~t working capital, of which complaint is made, forced the farmers, 
~n ~rder ~o meet their eng9:gements, to sell their produce at inopportune times, and made . 
It Impo_ssib!e for them to u;ttroduce the transformations and adaptations of the systems 
of cultivatw~ followed which are rendered necessary by the present trend of prices. 
Mor~over, t~s lack of adequate c~pital deprived them even of the simplest means for 
holding, stonng and conservmg their produce, and compelled them to pay rates of interest 
that are too high - often, indeed, exorbitant - and completely absorb the profits of the 
farm. Another general impression left by the Preparatory Wheat Conference was that a 
syste?I o_f ag;icult~ral credit ~he essential_ object of which is to support agriculture during 
the distnbut1ve penod- that IS to say, dunng the complicated phase of the passage of produce 
from the place of production to the market - would help to attenuate the consequence 
of the crisis in cereal-growing and agricultural production generally, the causes of which 
are to be sought, in the opinion of many persons, rather in the defective organisation of 
trade and of the markets than in over-production and for which, consequently, an effective 
remedy can be found in the rational organisation of short-term credit at low rates of 
interest. 

From these considerations, the Preparatory Wheat Conference drew the following, 
amongst other, conclusions: 

" . . . . . that it is more than ever necessary to be able to obtain for farmers 
and in particular for wheat growers at low rates of interest, the capital of which they 
have need, and that, with that object, it is desirable to examine, from an international 
point of view, the question of agricultural credit, which differs from commercial credit 
in the forms imposed upon it by the special conditions of agricultural production. 

" . . . . . that in the present crisis, short-term agricultural credit is of particular 
importance and that it should be encouraged as much as possible by the Governments 
of the different countries. 

" This form of credit, in fact, can enable farmers and particularly grain growers to 
avoid hasty sales immediately after the harvest, which lower and disturb the course of 
prices, to the detriment of the producer and without benefit to the consumer. By 
facilitating the substitution of other crops for wheat, and systematic and orderly marketing 
by individual farmers as well as by co-operative societies, short term agricultural credit 
can contribute to a rationalisation of production, to a greater stabilisation of prices, and 
to a better organisation of exports and of markets. 

" . . • . . that the transfer of capital may advantageously take place between 
countries where it is plentiful and cheap and those where it is scarce and costly, and that 
it is necessary to study the means of facilitating such transfer of capital on an international 
scale in order to develop short-term agricultural credit in all countries. 

" . . . . . that it is desirable to provide exporters with the credit necessary for 
speeding up the clearance of stocks and that in particular transport agencies, bonded 
and general warehouses and shipping companies might with advantage intervene here 
by utilising the credit which such bodies have already at command. 

" Thus, as proposed by the ~om~tt~e established by_ the Com~ssion for the Study 
of the Question of European Umon, 1t rmght become possible to consider for the purpose 
of discounting bills a fuller utilisation of those markets on which th~ rat? of inte~est is 
low the issue of warrants on merchantable products, and the possible mtroductwn of 
the' system of a negotiable way-bill. " 

Finally the Conference requested the International Institute of Agriculture to 
continue it; study of the question of agricult~al credit, a~d to endeavour to promote 
the widespread organisation of short-tArm agncultural credit. 

II. International Organisation of Short-Term .Agricultural Credit. 

From the data contained in the Annex, as well as from all the available 
documentation it is evident that in general short-term agricultural credit has been 
organised with special reference to the requirements of production, and that sufficient 
account has not been taken of the series of credit needs connected with the various operations 
to which agricultural products are subjected 'Yhen they leaye the farm.- holding, grading, 
storing, conserving, packing, transport, ship~en~, loading, u~loading, etc. In ot~er 
words, what may be described as t_he commerc~al disposal of agncu~tural produce remau;1s 
excluded from the benefit of credit, and the 1mportance of the disposal of produce, m 
the present state of the markets and of consumption, is only too obvious. 
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Auricultural credit in connection with the sale and exportation of produc_e h~s n~t 
t ttained the development required. The gaps and the disorder to be met With m this 

h!Jda are, on the other hand, undol!btedly one of ~he principal reaso~s w~y markets are 
glutted prices have declined, and, m many countries the farmers are m dist:ess. Cases 
are fre~uent in which important products, such as wine and oil, are sold to disadvantag_e 
because of the absence of receptacles in which they can be conserved, or ~ereals and frUit 
are sold to disadvantage on account of the want of storage accommodatiOn or of means 
to pay the cost of transport to centres where they could be sold to advantage. 

Another fact which is clear from the data given in the Annex and was also insisted 
upon at the Preparatory Wheat Conference is the high rate of interest charges for short
term agricultural credit, a rate that is quite out of proportion to the returns at present 
derived from farming. Jn consequence, the farms become more and more overwhelmed 
by burdensome debts, which paralyse their working. This gives rise to another necessity, 
which has a moral as well as an economic aspect - that of supplying the means of converting 
debts contracted at excessive rates of interest and of gradually paying off the debts which 
result from the working of the farms. A wise measure of this kind would enable the 
auricultural classes more readily to overcome the difficulties resulting from the decline 
of prices and to restore to their farms that freedom of action which is indispensable to their 
normal working. 

Realising the necessity, which results also from the resolutions of the Preparatory 
Wheat Conference, of promoting the more wide-spread development of short-term 
agricultural credit, particularly for the classes of operation above referred to, the 
International Institute of Agriculture has conceived the idea of creating an International 
Bank for the purposes of short-term agricultural credit. Such a Bank, formed as the 
result of a public Convention, would be able to establish fruitful relations with the 
International Agricultural Mortgage Credit Bank which is going to be created under the 
auspices of the League of Nations. The Bank of which the creation is proposed would 
work through the national or regional agricultural credit institutions, which would act 
as its representatives and confidential agents. The new bank, which will work with an 
international capital, will act as a great rediscounting institution. Loans to farmers 
will be made, as a general rule, in the form of bills, bearing the signature of the producer 
(individual or co-operative society) or of the intermediary and of the local bank. The 
operations in question will, moreover, have collateral security in the form of goods deposited 
in public or private warehouses. The sums advanced, which must be applied to specific 
purposes, will bring about an effective improvement in the conditions of agriculture and 
of the rural classes. The proposed bank will, in fact, be a public institution, acting in the 
general interest and not seeking to make profits, and will charge the lowest possible rates 
of interest. 

This institution, to which all States will be able to have recourse, is intended to fill 
up the financial or technical gaps in the existing systems of agricultural credit and will 
improve the conditions of the farmers, especially in relation to the new requirements and 
the difficulties resulting from the agricultural crisis. · 

It may be described as a wider application to agriculture of the principles of 
" acceptance " credit, which is much in vogue in Great Britain. It is well known that 
stocks of produce, in order to furnish a basis for credit, must be deposited in warehouses 
or be in transit- whether sold or not- or must be already sold for future delivery or 
against deferred payment. Against the value of agricultural produce stored, in transit, 
o~ sold! documents are issued, such as warrants, way-bills, bills of lading, sale agreement.s. 
\\hat IS required is to ensure the negotiation and discounting of these documents. The 
discol!nting of endorsed documents facilitates the clearing of stocks of agricultural produce
that IS to say, the sale of such stocks and in the case with which we are here concerned 
their transference from one country to another, thus helping to adjust the supplies i~ 
the markets. 

~he International Short-Term Credit Bank will quickly be formed if, as we hope 
certam number of Governments reply favourably to the request which will be made to them 
b~ the International Institute of Agriculture to examine the Rules and to approve the lines 
laid. down for _its working. The meeting to form the Bank, which the International 
!nstltute of .Agncultme decided to convene a., far back as la .. yt December, will shortly be held 
m Rome. · 

* * * 

C I~ ~onclusion, the International Institute of Agriculture will he grateful to the 
om_nus~wn for the Study of the Question of European Union if it will be good enou h 

~otglve I_ta moral ~upport to this new initiative and to decide, as it did for the question gof 
: ern~tl~nal medn~m-terl'!l and short-term agricultural credit, to nominate a Sub-Committee 
thee~o~ u~t~ rel;tlCins with the International Institute of Agriculture and to report to 
•has mlKHion °~ the Study of the Question of European Union on the subse uent 
I ee of the creatiOn of the new International Short-Term Agricultural Credit-Bank~ 
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III. APP&.~DIX 

Regulation of Short-term .Agricultural Credit in the Countrir.s of f!entral and Ea~tern Europe. 

IJ?- order to obtain a ~?ncrete idea of the question, it is desirable to examine the 
essentml m~thods of ?rgamsmg short-term credits in countries where agrarian reform and 
the econormc depressiOn have accentuated the requirements in ready money which to 
a great extent, it has been impossible to meet. ' ' 

Bulgari~. -The short-te~m cr~di~ granted by the Agricultural Bank, directly or 
thro~gh agncultural co-oper~tive soCI~ties, may take the form of personal credit or warrant 
cr.edit, the on_e granted ~gamst prorrussory notes and the other against security, with or 
Without sureties, for penods of from one to twelve months. Loans on promissory notes 
are intended to meet temporary requirements - the payment of small debts the 
tempora17 maintenance of the family, funds. required for harvesting, the pu;chase 
of seeds, Implements, etc. The Bank grants credits up to 51000 leva without surety and up 
to 20,000 leva with surety. Warrant credit~ are repayable within one, two or three years, 
an~ are gran~ed for larger purc~ases of agncultural machinery and implements, draught 
arumals and live-stock for breeding purposes, for the purchase of seed and fodder in larger 
quantities, etc. Loans of this kind are granted up to 20,000 leva, with or without surety. 
According to the purpose for which the loan is required, the position of the debtor, and the 
value of the goods and live-stock pledged, this limit may be raised to 50,000, 100,000, 
200,000, 300,000 leva or more. Warrant credits are ordinarily granted against a lien on all 
the agricultural movable property and stocks, the amount of the advance representing 
not more than SO per cent of the value of the property pledged. Farmers have to pay 
interest of 10 per cent per annum to the Agricultural Bank of Bulgaria ; 15 to 16 per cent 
to private banks ; 16 to 20 per cent to private persons, and, in many cases, over 20 per cent, 

E~tonia.- Short-term credit, from the point of view of guarantees, may be classified 
under the following headings. (1) personal credit ; (2) credit with a co-operative guarantee; 
(3) credit against the security of movable property. The rate of interest is from 2 to 12 per 
cent for credits granted by the State and not more than 13 per cent for private credit. 

Hungary.- Short-term loans are granted against bills of exchange, generally falling 
due at three months, or, in exceptional cases, at six months. As a rule, these bear the 
signatures of two or three securities. If a bill is presented by a credit co-operative society 
to the central mutual credit society for re-discount, it has to be guaranteed also by the 
branch which has availed itself of the re-discounting. For short-term loans, therefore, 
creditors generally require surety in the form of a mortgage. A recent law allows even 

-short-term credits to be granted on a suitable mortgage guarantee without being entered 
in the land register. In Hungary, only wheat, rye, meslin and barley may be mortgaged. 
For this purpose, they must be stored in the producers' granary or in the silos of storage 
companies. A mortgage on wheat can only be legalised by a notarial or private deed, 
and must be entered in a special register kept by the mayor. The annual rate of interest 
on short-term loans is from 7 to 12 per cent. 

Latt•ia. - The short-term loan has a duration of from three to nine months. Personal 
debts are often covered by a mortgage or by a lien on movable property. This form of 
credit is employed for seasonal and current requirements. The State Agricultural Bank 
also grants short-term credits for rnUking animals and for fertilisers, not direct, but through 
co-operative societies, against a joint caution by the contractors of the loan or a mortgage 
on the farmers' property. Rural credit institutions which have the right to re-discount 
with the Bank of Latvia demand 5 per cent per annum. The credits granted by these 
institutions with their own capital earn interest of from 10 to 12 per cent per annum ; 
commercial firms and private persons charge the same rates. 

Poland. - There are two principal types of short-term credit: (a) credit in cash, 
granted by public and private banks, agricultural credit co-operative societies, and the 
local finance offices of districts and communes; (b) credit in kind, principally in the form 
of chemical fertilisers, agricultural machinery, selected seeds, etc., granted by agricultural 
co-operative societies, by the State Agricultural Bank, and by producers and private 
traders. Three forms of short-term credit are in use: (1) discount credit, (2) fixed-term 
credit, and (3) credit without cover. The securities given for personal credit consist of 
bills at a fixed date, warrants, and promissory notes. Crdit based on a collective guarantee 
is also employed, being granted by the State Agricultural Bank, for the purchase of chemical 
fertilisers and agricultural machinery, to large groups of farmers formed into societies, 
on the joint surety of their members. A law of March 22nd, 1928, instituted a mortgage 
without the handing-over to the creditor of the mortgage objects. The State Agricultural 
Bank charges the following rates of interest on short-term credits : for loans to farmers 
direct, 10% per cent; to co-operative societies and local loan banks, 8% per cent (discount 
rate) and 9 per cent (rate for credit without cover). The rate of interest charged on private 
loans varies considerably, and in certain localities it is extortionate. 
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B ania _ Short-term agricultural eredits granted by the popular banks, the 
t o:emloan-institutions the departmental credit institutions and the banking sections 

mor ga,... • ' . d f h p . t b k of the Rural Land Bank are issued for a peno o n~t more t an one yea~. nva e . ":~ s 
rant credit to farmers on bills of exchange for a period. of three months w1th the possibility 

!f extension or credit on current account for a penod of one year : the banks reserve 
the right t~ cancel the account at '!ill. The farmer.s' department~! credit i!l~titutions 
require, for the short-term loans which they grant m cash, sec~r~ty compnsmg_ crops 
as well as security in the form of mortgages of every rank, additiOnal surety bills, or 
a lien on shares. Short-term loans in cash granted by mortgage credit institutions on 
security may be guaranteed by the crops, by live or dead stock, and, if necessary, by 
mortgag-es. The popular banks and their fede~ations require, from farmer~ who contra~t 
loans liens on their property, movable and Immovable. Under the .Agricultural Credit 
Laws' of 1923 and 1929, the loan may represent a third of the value of the objects 
pledged. The farmers' departmental credit institutions charge annual interest of 
from 6 to 7 per cent on short-term loans in cash ; the mortgage institutions charge, 
for the same loans, annual interest at A per cent, payable on the repayment of the 
Joan. The popular banks and their federations charge for short-term loans a maximum 
annual interest of 12 per cent ; private banks charge from 12 to 15 per cent, plus a quarterly 
commission of from 1 to 3 per cent. The annual interest demanded by private persons 
for credit to farmers varies from 12 to 22 per cent. Cases of extortionate interest 
exceeding 30 per cent per annum are, however, still fairly frequent. 

Yugnslavia. - True short-term credit is still rare in practice: loans contracted by 
farmers on bills of exchange at three months are, in reality, never liquidated when due, 
but are extended by the partial repayment of the capital borrowed; they thus lose their 
original character and are transformed into medium-term credits. In certain economically 
advanced provinces, such loans really bear the character of productive loans for the 
purposes of stock-breeding and crop-raising, and are repaid to the creditors when the 
work is completed. Short-term credit in other parts of the country is chiefly in the hands of 
private persons, persons with fixed incomes and traders. There are two forms of personal 
credit : credit granted on bills and credit based on bonds. Both public and private banks 
employ almost exdusively bills signed by two sureties and by the debtors. Underta.kings 
in the form of bills are strictly guaranteed by the Code of Civil Procedure. Transactions 
of this kind are regarded as one of the most convenient means of obtaining personal credit. 
The rates of interest vary greatly from one district to another. Where the co-operative 
movement is organised, they run from 9 to 12 per cent, and where it is still undeveloped, 
up to from 14 to 20 per cent. 

I.I.A.fC.E. U.E.-111/ (c) .-Annex. 

v. 
[ Trans1ation.] 

PRINCIPAL RESULTS OF AN ENQUIRY .AMONG BANKS BY THE INTERNA
TIONAL INSTITUTE OF AGRICULTURE REGARDING INTERNATIONAL 
.AGRICULTURAL CREDIT. 

As long ago as 1926, at the invitation of the International Parliamentary Conference 
on Commerce, the International Institute of .Agriculture, which, in accordance with the 
Convention of 1905, has always kept itself informed of the development of agricultural 
credit in different countries, undertook an enquiry into the question of international 
agricultural credit, in view of the considerable advantages which this new form of 
international financial co-operation might afford to farmers in many countries. In order 
to carry_ out this new work more satisfactorily, and, in particular, to secure the opinions 
of the ~gh~st authorities on the subject, the International Institute of .Agriculture began 
by_ ap~~mtmg a!! .Agricultural Credit Committee consisting of members of its International 
Scientific Council, ~nd to t~is Committee i~ referred a nu~ber of questions relating to the 
proposed fo~m of mternatwnal co-operatiOn. The Institute devoted special attention 
to the questwn of medium- and long-term credit, which was at that time the most urgent 
prob~em, and. deferred consideration of the question of short-term credit until later. This 
Credit ~omffilt~e, which met on September 29th and 30th and October 1st 1926 under 
~he Cc~~rmaDli~Ip of M. Louis Tardy, Director-General of the French Cai~se N~tionale 

e. ~ dit .Agncole, and was attended by experts from Czechoslovakia, Germany Great 
~7tai~_and Northern Ireland, Italy, the Netherlands, Poland and Switzerland, p;oposed 
tnh~r h '~ - after an exhaustive discussion in the course of which the technical lines on 
w Ic t e ~robl~m '!~'as t? be investigated were laid down - that the Institute should 
~~~d. a :~~ml _questwnnaue to the principal rural and agricultural credit institutions to 
a~a~nlt e~r VI;hws as .to the possibility and expediency of organising a.n international 

t;n ura ere t se~ICe, ~nd as to the main features of its organisation and operation. 
Jlrepare:C:~rdan~. With. this proposal, the International Institute of .Agriculture, having 
t~ end of ;9~~e: Ion~ue With the help of the experts referred to above, sent it out at 

o a rge number of credit institutions, not only in European countries· 
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(t~ough t_hese are p~imarily inte~ested iD: the question), but also in other countries, the 
obJect bemg to obtam as much mformatwn and as many different opinions as possible.l 

Fron;t t_he rep!les to the questio_nna.ire, which relate to the position at the beginning 
of 1928, I~ Is possible to draw certam conclusions which may be of help in settling some 
of the pomts of the problem. In the first place, it was recognised as expedient that an 
intern~tional. organisatio~ should be f~rmed to encourage the transfer of capital from 
countries which possess It to those which do not, thus distributing the existing financial 
reso~r~es more evenly t~ th-: advantage of all parties, and it was laid down as a preliminary 
con~ti.on ~hat. the new mstit_ute should _be based upon the central or regional agricultural 
cr-:dit mstit_utwns o~ the vanou_s countnes. Consequently, where such institutions do not 
exist, or eXIst only m embryorue form, there will be a most valuable movement for their 
crea~ioli or !eo~ganisa~ion. This. reform and con~olidation of the existing agricultural 
credit orgarusatwns will be the frrst, and a very 1mportant, result of the action which 
it is proposed to undertake on international lines. 
. . A ~oint of fundamental importance! of course, is the question of security. The credit 
mstitutwns and experts consulted unarumously agree that, in this case, the most suitable 
security is a mortgage ; but there are cases in which an actual mortgage, though ordinarily 
regarded as the best of all securities, is impracticable, whether because under the mortgage 
laws of the country a foreigner cannot take a mortgage, or because the property to be 
mortgaged is in the nature of " family property " and therefore cannot be either alienated 
or sequestrated, or because the mortgage is in effect cancelled when the mortgaged property 
is devasted by natural catastrophes, or because the mortgage loses in value, as when land 
values fall. This latter case has already arisen, in consequence of the drop in grain prices, 
in several Eastern European countries, where the mortgages held by rural credit institutions 
have fallen heavily in value. It was doubtless in view of these and other considerations 
that most of the credit institutions expressed themselves in favour of an accessory 
Government guarantee. The institutions of a few countries, including Sweden, are 
definitely of opinion that the Government guarantee should be the main security. A Swiss 
bank further observes that " the credit institutions can contract a loan at a lower rate if 
the interest and amortisation are guaranteed by the State ". As the Czechoslovak credit 
institutions point out, Government guarantees would be absolutely necessary, especially 
for countries where the mortgage system is not so perfect as it should be, or where loans 
would be contracted solely by private institutions which lacked sufficient funds. 

As regards the rate of interest, opinions are divided. One group of institutions takes 
the view that the international organisation will have to issue all its debentures at a 
uniform rate of interest, and that it is therefore necessary to require the national credit 
institutions, which will receive the money in the first place, to charge a uniform rate : 
but another much larger group asserts that it is impossible to enforce a uniform rate on 
the ground that the rat(>. must be adjusted to special conditions in different countries -
in other words, to their economic and financial position, to the rate normally charged 
for similar operations, to the security offered, to the risks involved in different transactions, 
and to the amount and urgency of the loans applied for. 

The institutions then almost unanimously pronounced in favour of the formation 
of a committee of experts to be attached to the Governing Body of the new institution 
and to be consulted when any particularly difficult question arises. In the view of certain 
institutions (Germany), this committee should consist of members belonging specifically 
to the lending countries ; according to others (Argentine and Japan), it should comprise, 
as far as possible, one representative of each country in which important operations are 
carried out and where there is the keenest demand for credit ; according to yet others 
(France), it should include the directors or managers of the principal credit establishments 
which have relations with the new bank, together with a small number of financial, legal 
and rural economy experts. 

With regard to the distribution of profits, it is generally agreed that a reserve fund 
should be formed, and it is consequently suggested that, after overhead charges and fixed 
interest on shares have been paid, the balance of profit should be credited in full to the 
reserve fund until it reaches a specified proportion of the capital of the international bank. 

Another matter to which great importance was attached was the international character 
of the administration of the new service. Several proposals were made. It was suggested : 
(a) that the articles of association or the international convention should stipulate that 
the Governing Body must include repr~sent~tives of the. principal _countries in which t~e 
share and debenture capital was subscnbed, m a proportiOn to be fixed; (b) that certam 
of the administrators should be nominated by the two international institutions which 
seem to possess the greatest authority and competence in the matter- namely, the League 
of Nations and the International Institute of Agriculture: (<') that the shareholders in 
each country should appoint one person, and that these persons should form a Supervisory 
Board which should in turn appoint a Governing Body, the latter to be as international 
as pos~ible, and that the Governing B~dy ~h.ould then appoint a Bolio!~ of D~rectors ~onsisting 
of several members of different natiOnalities; (d) that the adDllrustrahve bodies should 
be formed of representatives of the participating countries on a paritative basis. 

• The various phases of the International Institute of Agriculture's activities in the matter of international 
agricultural credit are described in the volume entitled "Documentation relative au credit agricole international" 
published by the Institute in 1930. 
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With regard to the seat of the _ne'"!' instit~~;tion, ~he~e a~e two ~-roups of propos~ls. 
S t. kt'tt" into account the offictal mternatwnal mstttutwns whteh have dealt With ome, ,1 ,.. • t . b t . R the roblem and represent, as tt were, two grea econorruc o serva ones, p~opose . orne 

dneva.. others think it essential that the place selected should be an mternatwnal 
0~one~ maAet since the most important thing is to place the debentures issued and to 
~eep in consta'nt touch with the money markets, and they therefore for the most part 
suggest London, Zurich or Amsterdam. . . . . 

The enquiry carried out by the Interna:twnal ~nst1tute of Agr1cul~ure also mcludes 
replies to other questions, but, for the time bemg, we have confined ourselves to 
considering the proposed solutions for certain fundamental points. 

The institutions which replied to the questionnaire were the following : 

GERMANY : Deutsche Rentenbank-Kreditanstalt, Berlin ; Braunschweigische 
Staatsbank, Brunswick·; Calenberg - Gottinger - Grubenhagen - Hildesheim'scher 
Ritterschaftlicher Kreditverein, Hanover ; Zentralverband des Deutschen Bank- und 
Bankiergewerbes (E. V.), Berlin; Preussische Zentral-Bodenkredit Aktiengesellschaft, 
Berlin; Siiddeutsche Bodenkreditbank, Munich; Hessische Landesbank, Darmstadt; 
Zentral-Landschafts-Direktion fiir die Preussischen Staaten, Berlin ; Bayerische Hypotheken 
und Wechsel-Bank, Munich; Deutscher Sparkassen- und Giroverband, Berlin; Landwirt
schaftlicher Kreditverein Sachsen, Dresden; Erblandischer Ritterschaftlicher Kreditverein 
in Sachsen, Leipzig; Hessische Girozentrale, Darmstadt; Wiirtt. Kreditverein, A. G., 
Stuttgart; Badische Girozentrale, Mannheim; Wiirtt. Girozentrale, Stuttgart; Thiiringische 
Staatsbank, Weimar; Schlesische Boden-Kredit-Aktien-Bank, Breslau; Landesbank der 
Rheinprovinz, Dusseldorf ; Schlesische Generallandschaftsdirektion, Breslau. 

ALGERIA :Federation des caisses regionales de credit agricole mutuel d'Algerie, Algiers. 

ARGENTINE : Sociedad Anonima Financiera, Comercial e Industrial Ernesto Tornquist 
y Cia, Buenos Ayres. 

AUSTRALIA: The State Savings Bank, Melbourne; Government Savings Bank of New 
South Wales, Sydney. 

AusTRIA': Landes-Hypothekenanstalt fiir Niederosterreich, Vienna; Oberosterrei
chische Landes-Hypothekenanstalt, Linz; Allgemeiner Verband fiir das landwirtschaftliche 
Genossenschaftswesen in Osterreich, Vienna ; Wiener Bankverein, Vienna. 

BULGARIA : Central Co-operative Bank of Bulgaria, Sofia. 

DENMARK : Kongeriget Danmarks Hypotekbank, Copenhagen ; Kreditforeningernes 
staaende Faellesudvalg, Copenhagen, in the name of twelve associated credit institutions. 

FINLAND : Osuuskassojen Keskuslainarahasto-Osakeyhtio, Helsingfors ; Suomen Pankki 
Helsingfors. 

FRANCE: Caisse Nationale de Credit Agricole, Paris; Federation Nationale de Ia 
Mutualite et de Ia Cooperation Agricoles, Paris ; Caisse Regionale de Credit Agricole Mutuel 
du Var, Draguignan; Caisse Regionale de Ia Beauce et du Perche, Chartres. 

IT,\LY: Istituto Italiano di Credito Fondiario, Rome; Consorzio Nazionale peril Credito 
Ag~ario di Miglioramento, Rome; Banca Nazionale del Lavoro e della Cooperazione, Rome· 
lstltuto di Credito Fondiario delle Venezie, Verone; Cassa Rispar~nio di Verona, Verona: 

JAPAN: Nippon Kwangyo Ginko, Ltd., Tokyo; The Chosen Shokusan-Ginko, Seoul. 

LITHUANIA : Lietuvos Banko, Kaunas. 

NORWAY: Norges Bank, Oslo. 

B 
NETHERLANDS : Cooperatieve Centrale Raiffeisen-Bank, Utrecht ; Cooperatieve Centrale 

oerenleenbank, Emdhoven. 

B POJ.AND: Bank Polski_, Warsaw; Bank Gospodarstwa. Krajowego, Warsaw· Panstwowy 
~nk Rolnl', ~arsaw; Z~u~zek Polskich Instytucji Ziemskiego KredytuDlugoterminowego 
R a{s·a.w i Zwu~zek Polskteh Orgauizacji Roluiczych ; Polski ZwiQ.zek Organizacji i K6lek 
R~l~~~:!~\t?'f;ar?~two Gospoda~skie Wschodniej, Malopolski; Malopolskie Towarzystwo 
Cnja 'zw!, ~~ 0~0 ;, a_Izba, Rolrucza; Pomorska Izba, Rolnicza; SIQ.ska Izba, Rolnicza; 

mz w P dztelczych w Polsce, Warsaw; Centralna Kasa Sp6lek Rolniczych, 
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Warsaw; ZWi~zek Bank6w Rolniczych w Polsce; Towarzystwo Kredytowe Ziemskie w, 
Warszawie, Warsaw; Towarzystwo Kredytowe Ziemskie we Lwowie, Lwow; Ziemstwo 
Kredytowe w Poznaniu, Poznan ; Wilenski Bank Zimeski, Vilna. 

RoUMANIA : Centrala Bancilor Populare, Bucharest ; Prima Societate de Credit Funciar 
Rural, Bucharest ; Casa de Imprumut pe Caj Ministerul de Finance, Bucharest. 

SWEDEN: Malmohus Lana Centralkassa for Jordbrukskredit, Malmo; Sodra Sverigea 
Centralkassa for Jordbrukskredit, Kristianstad; Malarprovinsernas Centra.lkassa for Jord
brukskredit, S.tockolm; Skaraborgs Lii.ns Centralkassa for Jordsbrukskredit, Falkoping. 

SWITZERLAND : Societe anonyme Leu et Cie, Banque hypotMcaire et commerciale, 
Zurich ; Caisse HypotMcaire du Canton de Fribourg, Fribourg ; Caisse HypotMcaire du 
canton de Berne, Berne. 

CZECHOSLOVAKIA : Ministry of Agriculture and Ministry of Finance, Prague ; 
Centrokooperativ, Prague; Hypotel\ni a Zemi!delska Banka Mora.vska, Brno; Zemska 
Ba.nka, Prague; Svaz Ceskoslovenskych Bank, Prague; Narodni Banka Ceskoslovenska, 
Prague. 

UNION OF SOVIET SOCIALIST REPUBLICS: Central Agricultural Bank, Moscow. 
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PLENARY COl\UIITTEE. 

FIRST MEETING. 

Held on Monday, Jllay 11th, 1931, at 11 a.m. 

1. Election of the Chairman. 

M. SuGIMURA, Under-Secretary-General, welcomed the members of the Committee and 
invited them to elect their Chairman. 

On the proposal of Lord CECIL (Great Britain), supported by l\1. LoPEZ OLJvArl (Spain), 
1\f. PoLITIS was elected Chairma11. . · 

(M. Politis took the chair.) 

2. Opening of the Session. 

The CHAIRMAN felt that the Committee must first take stock of the situation. It had before 
it a very defini~e task. It had been set up by the Council, on the invitation of· the Assembly, 
to frame, if P?Ssible, a general Convention designed to facilitate the work of pacification entrusted 
to the Council of the League of. Nations by the Covenant and by Article 11 in particular. 

He recalled briefly the way in which the idea of framing such a Convention had arisen. In 
1928, at the suggestion of Germany, the Committee on Arbitration and Security had prepared a 
model treaty. This was approved by the Assembly which expressed the hope that it might 'be 
taken as a-basis by States desirous of concluding a treaty of this kind.. In 1929, on the proposal 
of Great Britain, the Assembly instructed the Committee on Arbitration and Security to examine 
the possibility of transforming this model treaty into a general convention. In 1930, the 
Committee undertook the examination of the question and reached the conclusion that the 
transformation thus proposed raised a certain number or important and very delicate problems. 
For this reason, the preliminary draft contained as regards the essential points, two alternative 
texts embodying the two main currents of opinion revealed during the discussion. 

In September 1930, the Third Committee of the Assembly had studied this draft and had also 
had to consider amendments submitted by the German and British delegations. It succeeded in 
reconciling various points of view, but found it impossible to reach an agreement of the draft as 
a whole~ The Third Committee therefore incorporated in its report, so to speak, certain fixed 
points, with a view to arriving subsequently at an agreement. The Assembly decided that it 
would he expedient to continue the study of the question : hence the setting up the Special, 
Committee. 

The Committee now had before it three elements for study : Th'e preliminary draft of the 
Committee on Arbitration and Security (Annex 1 ), the conclusions of the Third Committee (Annex 2) 
and the observations of Governments (Annex 3), which could, if necessary, be aupplemented by 
the proposals of certain delegations. 

It was essential to define the problem and to establish the data available. One question 
called for consideration which, !hough logically first in order, would, in reality, he settled at the 
conclusion of the Committee's work - namely, whether the general Convention would serve a 
really useful purpose. · The Third Committee had declared that the general Convention would he 
useful " in principle ", which meant that, in view of various difficulties, it would only be possible 
to determine, after examination, whether the Convention represented an advance on the present 
situation - that was to say, whether it would prove really useful. 

The present situation was as follows. Article 11 of the Covenant gave the Council of the 
League of Nations wide powers, with a view to the maintenance of peace, in the case of any war 
or threat of war. It might take certain conservatory measures, but it could only take them by 
a unanimous vote of its members, and subject to the agreement of the parties to the dispute. 
This sytem had hitherto proved effective in practice and offered the advantage, from the standpoint 
of the League's prestige, that there was never any risk of the Council being disobeyed. It possessed 
the drawback, however, that it depended on the goodwill of the parties. Hence, it was sufficient 
for one party only to be in disagreement, as regards the measures for maintaining peace adopted 
by the Council, for the whole system would he stultified. 

It was "this drawback that the German delegatio" had desired to remedy by its suggestion, 
the suggestion which had led to the Committee's present deliberations. The remedy proposed 
was a previous undertaking by the States to comply with the unanimous decision of the Council, 
the agreement of the parties not being necessary. Such an undertaking would he effective if it 
were final and not limited by any reservation ; otherwise, it was difficult to see what purpose it 
could serve. But even so, the Committee would have to consider whether, from a psychological 
standpoint, it would not he an improvement on the present situation, in that it would confer a 
legally binding character on the Council's decision. 

!Only w~en the Committee had concluded its work, therefore, would _it h~ possible to decide 
whether the general Convention represented an advance on the present. situation. 
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The data relating to the problem before the Committee might be ~~fined as follows. : The 

reliminary draft provided for two kinds of conservatory measures -.m1h~ary an~ non-r~uhtary. 
p It did not appear likely that the n~n-milita~ measure~ would g1ve r1s~ to difficulties, and 
agreement had apparently been reached m the Tlurd Committee. The part~es would undertake 
to accept and apply the conservatory measures of a non-military nature relatmg to the ~ubstance 
of the dispute which the Council, acting in accordance .with t~e powers con!erred on It by ~he 
Covenant of the League of Nations

1 
might rec?mmend With a v1ew to.~reventmg the aggravation 

of the dispute. The Third Committee had simply proposed an additiOn, t? the ~!Teet that the 
Council should fix the duration of those conservatory measures, such periOd bemg prolonged, 
should circumstances render this necessary. . . 

Agreement had not been reached on ~he milit~ry m~asures ; two main currents of opm10n had 
been revealed and still had to be taken mto consideratiOn. 

(1) Proposal A was that in the cases mentioned in Artic!e 1.1 of the Cov~na~t - tha~ was
to say, in the case of any war or threat of war and ;without preJI!d!Ce to the apph.catiO~ of Article 16 
of the Covenant- the parties should undertake t~ comply With measl!res whu;h m1~ht affect all 
their forces without distinction -land, naval and air forces. Further, If on thef ront1er concerned 
there was no demilitarised zone, the parties would comply any other measures prescribed by the 
Council to prevent contact between the land or air. forc~s, p~o~ided that this did not i~vo~ve the 
withdrawal of those forces further back than the exterior hm1ts of the defence orgamsatwns of 
any kind existing on the frontier at the time. - · 

Proposal A was supplemented by provisions relating to, (a) supervision over the execution 
of conservatory measures of a military character, and (b) sanctions. in the case of persistent 
violation of those measures, including the opening or resumption of hostilities. · 
I With reference to supervision, should one of the parties consider this necessary, it might 

inform the Council that it was postponing the total or partial execution of the prescribed measures 
until the arrival of the Commission of Control appointed by the Council in application of regulations 
still to be established. Those regulations would come into force at the same time as the Convention. 

As regards sanctions, all the contracting Powers would have to comply with the 
recommendations that the Council might make to them in the matter, in order to put an end to 
the violation of the conservatory measures of a military character, when such ·violation had been 
noted by the Commission of Control and persisted despite the latter's injunctions. Furthermore, 
should one of the parties concerned be guilty of a deliberate and persistent violation of the 
conservatory measures of a militarx nature and open or resume hostilities, without the Council's 
Co=issioners finding the other party guilty of a similar violation, Article 16 of the Covenant 
would automatically come into play as regards the Powers bound by the Convention. 

(2) Proposal B limited the adoption of military measures to the case of a threat of war wnen 
there had been invasion or threatened invasion of . the territory of another State or of a 
demilitarised zone. The Council's recommendation to withdraw the forces to the frontier would 
then be obligatory. . -

In order to bridge the differences between texts A and B, the German and British delegations 
h~d proposed in the Third Committee that the Council might also have power to recommend the 
Withdrawal of the forces on each side behind a line fixed by it. A reservation would then be 
admitted similar to that attaching to Proposal A- that was to say, neither party would be required 
to abandon " forts or fortlets which, in normal times, are permanently held by large detachments" 
(German propo~al), or " the essential works of defence " (British proposal). 

The Council could, moreover, make any other recommendation of a military nature which it 
thought expe~ient and any party which, for reasons of n!ltional security, could not accept such 
recommendatiOns would have to notify immediately the gronnds for its refusal. 
. As regards supervision, Proposal B provided merely for supervision on the spot by a Commis

SIOn .of Control appointed by the Council, if the latter decided to send one, and did not allow the 
part1_es to postpone the execution of such measures until the Commissioners' arrival. It said 
nothing, on the .other. hand, about sanctions. The proceedings of the Third Committee showed, 
however, that It beheved that the proposed Convention would facilitate the application of 
Article 16 of the Covenant. . 

It was clear, from a comparison of the two proposals, on what points the Committee would 
have to co~centrate and endeavour to secure agreement. They were six, as follows : _ . 

(1) Scope of application of the Convention. -Should it apply to cases of war and threats 
of war ~r merely to the latter ? The advantage of the latter course would be that the problem 
of s!'-nctiOns could be more easily settled. On the other hand, in Article 11 ot the Covenant, the 

t
notfionshof w~ and. threat of war were associated. Could they be separated_ without giving rise 
o urt er d!fliculties ? 

be 
(2)

1
. Sdcope

1
of application of the conse~atory measures of a military nature. __:Would these· 

app 1e to a!ld forces only or to land naval and air forces ? -
In t~e Th1rd Co~~ittee, M. van' Eysinga, the Netherlands delegate, had 'suggested a 

c?m,Promi~e - to .Prohibit !laval f?rces from entering the coastal waters of the other party and 
a~ otces rol!' flymg over Its terntory:. But would it be possible to ayoid, in that part of the 
fh~pt':~ re!a~mg to naval forces, ~he difficulty which would arise from a reference to the idea of 
L rto':Ja hsea ? T~e proceedmgs of the last Conference for the Codification of International 
•

4
aw 1 owe t at dth.e d11Te~nces of opinion concerning the problem of the limits of the territorial 

~a were great an Irreconcilable. 
i 

p (3) 1The q~~s~on of the reservations attaching to acceptance of the Convention - Both the 
roposa 8 provi e for eventual reservations. It might be asked whether such reser~ations would 
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not tend to stultify the Convention, since the Council, owing to the particular circumstance sunder 
which it would have to act and the urgency of the situation, would usually he unable to undertake 
the complicated task of delimiting boundaries which would take into account all the defensive 
elements whic.h ~ach partY: c~msidered. essential. Two remedies might he possible : (a) That a 
State, when s1gnmg or rat1fymg the Convention, might indicate the limits of the frontier zones 
~hich it wo~d agre~ to demilitarise, provisionally and on a basis of reciprocity, if a dispute between 
1t and a ne1ghb~unng State were brought before the Council; or (b) neighbouring States might 
conclude a speCial agreement defining the boundaries of such ~emilitarised zones. · 

· 14) Supervision. -Would supervision .he carried out by the Council in every case or only 
whenever the Council might think it advisable ? 

(5) Right to postpone the execution of measures until the arrival. of the Commissioners 
appointed by the Council. - If this principle were accepted, the question would have to he studied 
whether it could he carried into effect in all circumstances and no matter what the measures 
prescribed. This question was worthy of study, for, if the right to postpone execution could he 
applied to a mere recommendation to withdraw troops to the frontier and to cease fire, it would 
he a retrograde step as compared with the present practice established for the application of 
Article 11, paragraph 1, of the Covenant. 

(6) Sanctions. - Should the Committee merely adopt the conclusion of the Third Committee 
that "the question of the methods of applying Article 16 would remain intact, and, that, on the 
other hand, the proposed general Convention would result in facilitating such application " or 
should it go further ? . 

· Thos11 were the chief points that the Committee would have to decide. They were questions 
which would have to he studied one by one in all their various aspects. If an agreed solution 
could be found for each, a Convention could he drawn up in which would figure Article 4 of the . 
preliminary draft- the ~eal novelty of the document, as it provided for the execution of measures 
unanimously recommended by the Council even though not accepted by the parties. Alternatively, 
it would be necessary to decide whether it would not be better ta drop Article 4 and try to draw 
up the Convention on a different basis. Finally, should it appear that, even with such modification, 
the Convention would .jJ.ave no practical value, it would he the Committee's duty to tell the 
Council frankly that the task contemplated was an impossible one and that the system laid 
down in Article 11 of the Covenant seemed to meet the needs of the moment. 

Before embarking vn a detailed study of the above questions, the Chairman thought that a 
general discussion would he useful. · • 

SECOND MEETING. 

Held on Tuesday, May 12th, 1931, at 10.311 a.m. 

Chairman: M. PouTn!. 

Th~ CHAIRMAN announced that, as the majority of 'the members of the Committee did oot 
consider it necessary to hold a general discussion, he proposed to submit for immediate 
consideration the six questions which he had brought to the Committee's notice in the course of 
his statement the previous day. 

3. Scope of applieati9n of the Convention. 

(a) MEASURES !JF A NoN-1\lJLJTARY NATURE. 

The CHAIRMAN did not think this question was likely to cause any difficulty. The Third 
Committee had agreed in principle on the text of Article 1 of the Convention. A proposal had 
however been made that the Council should fix the duration of the conservatory measures and 

. that it s'hould have po~er to extend their du.ration, should c~rc~mstances make this nece~,sary. 
The Committee deczded to supplement Article 1 of the prelzmmary draft by the words.: ~he 

Council shall fix the period of duration of these conservatory measures. It may extend this per1od 
should circumstances render it necessary. " ·· · _ 

(b) 1\IEASURES OF A J\IJLITARY NATVRE. 

The CHAIRMAN observed that the first question to be settled was whether the council could 
take such measures in either of the two cases- that was to say, in the case of a threat of war or 
war itself, or simply in the case of a threat of war. 

Lord CECIL stated that .he would have some difficulty in accepting the formula 
•• war or threat of war " as this would constitute a considerable extension of the draft 
Convention. Once warlike' operations had begun it might he extremely difficult_ fo~ the part.ies 

-to withdraw their forces. On the other, if. there had merely been a threat of war, 1t was much 
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. eace He was accordingly in favour of the proposal to provide for the possibility 
easier to restore p . • to be taken by the Council only in the case of a threat of war. In the 
of conservatory measureo . II 
case of war, Article 16 of the Covenant would operate automat1oa Y· 

l\1 5o AL reminded the 'Committee that, during previous discussions, the 'Polish delegat!on 
had ex· res!ed the view that the Convention should be confined to threats of war. T~e ConventiOn 
was in~eed designed for the prevention of war.. When war had broken out Art!CI~ 16 of the 
Covenant, and not the Convention,_ would come m~o play. .Further, the. Pa~t of Par1s had been 
signed by all the States represented on the Combmb1~1t.ete and 1t would be illogiCal now to fri!Jlle a 
Convention in which war was regarded as a pro a I 1 Y· 

l\1 • .MASSJGLI agreed, after the previous observations, that, i;" order to avoid difficulty, it 
would be desirable explicitly to restrict the terms of the ConventiOn to cover only the case of 
a threat of war. 

The Committee agreed to restrict 'tM scope of the Convention '!J t~ case of a threat of war 
.considering that 1M existing provisions of the Covenant would be suffi.c~ent zn the case of war. 

4. Seope ofapplication of Measures of a ]filitary Nature. 

The CHAIRMAN pointed out that the problem was to determine whether these military measures 
should apply to land forces only or to all the forces concerned -land, sea, and air forces. 

Lord CECIL stated that he had examined the question most carefully, as certain 
members of the Committee attached considerable importance to it, at all events in principle. 
The difficulty was how to apply exactly the same treatment to land, sea, and air forces. He 
personally would be prepared to accept a formula providing for such equality of treatment. In 
the case of a threat of invasion by naval forces, for example, he would agree to a clause providing 
for the withdrawal of those forces, on an analogy with the provision relating to the withdrawal of 
land forces. He pointed out in this connection that any attempt, as proposed in Scheme A, to 
regulate the movements of naval forces in advance would be extremely difficult, as might have 
disastrous results from a naval standpoint. It would be sufficient, in his opinion, to ·provide that, 
in such a case, the forces in question should withdraw, so as to render any collision between the 
opposing forces impossible or at all events difficult. Further, he would advocate, whenever possible, 
that the three terms -land, sea and air forces- should be employed conjointly in the Convention. 

His acceptance of this principle would, however, be conditional on the modification of the 
clause providing for the institution of a Commission of Control. He wished it to be specifically 
stated that all that the Council could do was to send representatives to ensure that the measures 
ordered by it were carried out, but the British delegation could not, under any consideration, 
agree to a general itinerant inspection of naval and military bases by the Council's representatives. 

l\1. l\IASSIGLI thanked Lord Cecil for endeavouring to meet the French delegation's views. 
He quite agreed with Lord Cecil that it would be useless for the Commission of Control to inspect 
naval and Inilitary bases, except in so far as the strict application of measures ordered by the 
Council was involved. 

J?r. ~OPPERT regarded Lord Cecil's suggestion, which 1\1. Massigli had also accepted, as 
~onstltutm greal. p~gress.. He. thought it very important that there should be no question of fixing 
m advance the hm1ts for the Withdrawal of troops and that it should be left to the Council to decide 
a~cord~ng to the requin:ments of each particular case •. It was necessary to trust to the Council's 
d1scret10n and to be gwded by that same principle also when determining the rules to be applied 
to land and air forces . 

. J!e reminded ~he Cominittee that the Ger~an delegation's proposal had provided for the 
additiOn, after ArtiCle 2, of a new article as follows : 

:• If, in ~he case me~tioned in the foregoing article, the Council asks the High Contracting 
Part1es ~o mstr~ct the1r armed. forces not to engage in or provoke hostilities, the Higlt 
~ntract1!lg Part~es pledge themselves to take for this purpose all the necessary steps 
sn1table m the Circumstances. " 

. The CHAIRIIA!I apologised for having omitted to mention this part of the German proposal in 
h11 statement on the previous day. 

-. He noted further J?ro·greBB. The Committee had agreed, in principle, to the extension to land, 
a1r and naval forces. ahke of the field of application of conservatory measures of a military nature 
taken by the Council. 

. He ~inted ou~, ~owever, that the Committee was simply concerned, for the time being, 
w1th d.ec1s1ons of prmClple and that those decisions would be embodied in a text by a Drafting 
ft'":.rlt~: He reque.~ted the representatives of the delegations chiefly concerned (Lord CPcil, 
· ·

1 
t as&lg 1 !UJd Dr. Goppert) to agree on a text which might be submitted to the Committee at 

a. a er meetmg. 

h d t!urther difficulty had to be considered in. connection with the second question. Provision 
t a .n made for the more general hY:pothes1s of " other measures ", ordered by the Council 

0 prevent contact between the land or a1r forces of the parties. Was the Committee in favour of 
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giving the C~uncil the ri~ht to order any o_ther measures of a ~ilitary nature that it might think 
fit, the parties. underta~ng t? com~ly Wi~h those measures m so far as they do not consider 
such measures Incompatible :w1th the1r nat10nal security or did it prefer to go into details and 
define the measures in question ? ' 

General DE 1\IA~INIS th~ught it ess~ntial to ~frain from introducing into the Convention so 
vai\'Ue _an undertakmg. 1 he contractmg parties ought to know exactly the scope of their 
obhgat10ns. 

Aft~r exten';iing t~e (_:ouncil's powers, it ~ad been proposed to consider the case of one of the 
contractmg part1es bemg unable to comply With the Council's recommendations and it had been 
provi~ed th~t that_ contrac~ing party ~ight refrain from doing so, should it regard the measures in 
question as _mcons1stent With the reqmr~~ents of its national security, provided that it gave the 
reas?ns for 1ts refusal. G~neral de 1\IarmJs ~garded these proposals as far too vague and referred 
to h1s statement made durmg the fqurth sess10n of the Committee on Arbitration and .Security as 
follows : 

".When the_Committee confirmed the right of each contracting party to invoke reasons 
of nat10nal secur1ty for not com~lying _wit_h the Council's ~ecommendations, it might perhaps 
reasonably fe~ that there was a r1sk of mdtrectly encouragmg the parties to resist the Council' a 
recommendatiOns. . · · . . . ~ 

" On the other hand, the party which saw that the Council's recommendations had ~~·t 
been applied by its adversary for reasons of national security would naturally be tempted to 
contest those reasons, so that the difference might become still more serious and more bitter. 

" In conclusion, little would be gained from the point of view of legal engagements and 
· a good deal would be lost from the point of view of the moral obligation." . · · 

General de Marinis thought it preferable not to introduce into the Convention provisions 
which could not he clearly defined, and preferred to trust to the discretion of the Council to take 
such measures as circumstances might necessitate, in application of Article 11 of the Covenant. 
He stressed this point as it had been clearly stipulated that the Convention was not intended in 
anyway to lessen the Council's powers under the Covenant. · · 

. 
Lord CECI~ pointed out that the aim of those responsible· for drafting the Convention 

was not to weaken the powers given to the .Council by Article 11 of the Covenant. If, 
however, the obligations devolving on the parties to the Convention, as a result of steps taken 
by the Council, were to be specified, he feared that it might be concluded that any other measures 
the Council might take would not he equally binding on the parties concerned. The purpose of 
the Convention was to strengthen the moral obligation signatory States to comply with the Council's 
recommendations. As things stood, the obligations arising out of Article 11 could be evaded by 
a single Member of the Council vetoing the latter's decision. He feared that, if the Committee 
went into too much detail, those Members of the League, if such there were, who had bellicose 
intentions would have an excuse for disregarding the Council's recommendations. The object of 
the Committee should he to ensure that States only objected to a decision of the Council when they 
had strong reasons for doing so - for example, if the measures decreed by the Council were 
incompatible with their national security. 

M. SoKAL reminded the Committee that his delegation had submitted a proposal regarding 
military measures (Annex 4). He explained that if the Convention were to he confined to cases 
of a threat of war, it followed that there was no need to provide for the withdrawal of armed forces 
which had penetrated into the territory of the other party, since such invasion was now held to be 
an act of war. The Polish proposal, therefore, said nothing about the steps to be taken when a 
country was invaded by hostile forces, as it was thought that, in such a case, Article 16 of the 
Covenant, and not the Convention, would come into play. The withdrawal of forces referred to 
in the Convention would thus be co.nfined to cases of invasion of a demilitarised zone and in such 
cases, only if the invasion were accidental. _ 

M. Sokal' would draw the attention of the Committee to the first paragraph of the Polish 
proposal reading: " If in the event of a threat of war, events should occur which might constitute 
a violation of an international obligation, the Council shall call upon the High Contracting Par~ies 
to put an end to the said violations and the High Contracting Parties undertake to comply therewith 
without delay ". 

He agreed with Lord Cecil that the purpose of the Convention was to reinforce the powers 
conferred on the Council by Article 11 of the Covenant and to ensure that one State could not, by 
its vote nullify the action of the Council. He considered, however, that the contracting parties 
should know what they were undertaking and therefore suggested that, as was done in paragraph 1 
of the Polish proposal, the cases to which the obligations would apply should be clearly defined. 

·It was important that the Council's action, in the event of violation of an international obligation, 
should not be hampered by the vote of a contracting party. He was very anxious, therefore, that 
U1e Committee should study carefully paragraph 1 of the Polish proposal which he thought was 
wide enough to. cover all cases. · 

General DE MARINIS felt that the Polish proposal diminished the number of cases which 
would be deemed to constitute a threat of war, and asked what would be done in the other cases. 
He agreed with M. Sokal that Article t1 of the Covenant would then apply. 
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He also end,orsed the Polish view as set out in p~agraph (a) of its p_roposal! that forces 
should not be withdrawn further back than the defence organisations of a!ly kmd. This pa~a~raph 
was a virtual reproduction of the last paragraph of . Proposal A fo~ Artwle 2 of the prehmmary 
draft Convention. At a time of international tensu~n, ~he Counc!l would h~~;rdly, he thought, 

•compel a country to abandon its de~ences and so deprive It of a feelmg of security~ 

The CHAIRMAN thought that General de_ Marinis obj~ction referred rather to the third question 
which the Committee would discuss concernmg reservatwns. · 

In his view, the Committee was now agreed that the Council.could take other measures to 
prevent contact between the opposing forces. These measures m1ght be of. a general or a less 
general nature according as Proposal A or Proposal B were followed. The pomt was whether the 
Committee wished to adopt a general form of words or to specify in detail the other measures 
which the Council might take. 

M. 1\fAssJGLI observed that the Committee was agreed in principle ·to increase the powers 
conferred upon the Council under Article 11 of the Cove!! ant. The Co11_1mi~tee also. agreed that 
the parties to the dispute should be placed by the ~?Un?Il under the obhgati~n to ~t~draw any 
forces which had invaded enemy territory or a dem.Ittartsed zone, and that this obhgatwn should 
not depend upon the previous consent of the parties. In acting in this way, t~e ~ouncil, moreove~, 
would only be carrying out an imperative duty. · In order to execute the miSSIOn entrusted ~o ~t 
under the terms of the Covenant, it must immediately order the withdrawal of troops, and this 
order must be carried out by the contracting parties without delay. Proposal B did not seem to 
lay sufficient stress on this aspect of the question. · 

As regards the other measures which the Council could prescribe without the prior consent of 
the parties, the French delegation felt that they should be clearly defined and that it should be 
definitely stated that the defence organisations of the parties concerned would be respected. The 
Polish proposal went further ; it expressly mentioned the obligation to respect important means of 
communication, vital centres, etc. The Committee had to decide whether it would be .useful to 
cover all cases. Ought the Committee to adopt a general formula or merely stipulate that the 
consen.t of the parties involved was necessary for the application of certain measures? Personally, 
he was not in favour·of the adoption of a general formula, but he wondered, on the other hand, 
whether a detailed and complete enumeration was possible or desirable. 

Dr. GoPPERT said the German delegation was one of those which had supported the British 
p~op?sal in the Committee on Arbitration and Security, but he personally was prepared to change 
his VIew and agree to the enumeration of definite cases. When an invasion occurred, it was not 
sufficient to cause the troops which had crossed the frontier to withdraw. The two opposing 
forces must be separated, by the establishment between them of a neutral zone. This measure, 
however, should not be applied only in the case of an invasion. It would be equally desirable in 
ev~ry case of a threat of war, for each threat of war implied a threat of invasion, and it was for 
thts reason that Dr. Gop pert was in favour of any provision providing for the withdrawal of forces. 

The point was to what extent the Council could order such measures to be taken without the 
consent of the parties concerned, and he thought that the question should be left open until the 
close or the discussion. . 

~ord CECIL would not press for the retention of the second paragraph of Proposal B 
(Artwle 2), as the Committee was clearly not in favour of it. 

T_he purpose of the Convention was to enable the Council to prevent a collision between the 
oppo~mg forces when Wfi! was threatened. Merely to provide for the withdrawal of a force which 
had mvaded ene~y territory would be a "poor result -the important thing was that the armed 
fo_rce1 on both stdes should retire for a certain distance behind the frontier. The order for 
w!thdrawal should be a precautionary one and the Council should have power to insist on the 
Wtthd~awal of f~r?es which were on the point of invading enemy territory. That was the suggestion 
!flade m the Brtttsh amendme~t to the German amendments to Proposal B (Article 2), as given • 
m the records of the fifth meetmg of the Third Committee of the eleventh Assembl:f. The British 
amendment read as follows · . . . 

• 
. •: If, in the event of ·a threat of war, the Council, acting in virtue of the provisions of 

A,rtlcle 11 of the Covenant of the League of Nations recommends the withdrawal of the forces 
0 o_ne of the High Contracting Parties which has 'invaded or has threatened to invade the 
!h~1~[Yh 0~ anothe~ State, ~r one of the zones demilitarised in virtue of international treaties, 

g o~tractmg Partt~s undertake to comply therewith without delay. ·In any such 
~h~o~~et~dbtufln, ~b Council rna~ propose ~he withdrawal of the forces on each side behind 
th St t e txe d Y the Counml. Such lme must not, however, be so fixed as to deprive 

e a e concerne of the use of essential works of defence." · 

d r Aa the measur~s decreed by the Council should take account of the country's essential. 
;e~~uces, as tthhe ~tohs~ prodposal stipulated, that body could be depended upon to take only such 
~ rea as e 11 uat10n emanded. 

~1. ~IA'I!!IGLJ thought Lord C "I' b · 
Could the C .1 . h eel I o servat10ns were an excellent statement of the position 

ounc1 m t e case of a · m I th t r · ' loefore the 0 0 
· ' . Sl P e rea o war,. Impose measures, as a precaution even 

PP smg partlea had opened hostilities and, if ao, by what means was the line (or' lines) 
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. of demarcation_. whi~h w':re ~~ be respected by both Parties, to be fixed ? The British and Polish 

pr?posals requ1red, m prme~ple, that the parties concerned should agree on such a line or lines. 

The CHAIRMAN noted tha_t th_e Committee had agreed to reject the general formula and to 
define the !Deasures.the Council m1ght tak_e. If the territory of the other party or a demilitarised 
zone :were u~vaded, 1t would be the Council's duty to order the withdrawal of the invading troops 
to the front1er and the duty of the parties concern!'d to obe). 

If invasion were m!lrely threatened, or if _it were followed by withdrawal, the Council could 
reco~mend a further Withdrawal of the opposmg forces for a certain distance behind the frontier 
to a lme agreed to by the party concerned which would take account of its essential defence works. 

The point now was whether there were other measures which the Council should take and 
which the parties would agree to execute. 

. The German ~r?~osl,l,l provided ~hat the Council would recommend the parties " not to engage 
m ?r provoke host1ht1es . That m1ght be taken for granted, at any rate in the case of countries 
:-vhwh ~ad acced~d t.o the Pact or P~i~, but he w?uld like to know whether the Committee thought 
1t adv1sable to mdwate the Councils powers m this respect and to define the corresponding 
obligation on the parties to comply with the measures decreed. · 

Dr. GiiPPERT wished to stre~s the stipulation - by no means negligible - in the German 
proposal that the parties involved were obliged to instruct the officers commanding their armed 
forces not to engage in or provoke hostilities. · · 

The. CHAIRMAN pointed out that the powers conferred on the Council by Article 11 of the 
Covenant remained unaffected, and the Council could, with the agreement of the parties, take 
any steps necessary. 

M. MASSIGLJ would like to have a definition of the terms " engage in " and " provoke " in the 
German proposal. Obviously, if the Council discharged the duties implicit in Article 11 of the 
Covenant, it would have to invite the parties to see that no hostile acts were committed. 

Dr. GiiPPERT explained that ihe purpose of the o~ders. given should be to avoid. anything 
which might provoke acts of hostility - for example, a coastal demonstration by a naval force. 

M. MAsSIGLJ felt that the explanation given by Dr. Goppert left the position extremely vague. 
Such a wording would leave open to doubt the good faith of a country which was determined to 
respect its engagements. In M. Massigli's view, it would be,very risky to insert such provisions in 
the Convention, since the contracting parties must know exactly where they stood. It must not 
be possible to claim that defensive measures instituted within the country might provoke acts 
of~ili~ • 

Dr. GiiPPERT pointed out that equally general phrases occurred in existing conventions - in 
particular, the provision which stipulated that nothing should be done " which might aggravate 
a dispute". The German delegation's idea was merely that the contracting parties should 
undertake to impress on their respective commanders the necessity for the greatest caution. In 
view of the objections raised, he would agree to omit the word " provoke " but would like the 
words " engage in '' to be retained. · 

Lord CECIL agreed that it was important to instruct commanders of armed forces to 
do nothing which might provoke an outbreak of hostilities, but poii_1ted o~t that, whenever 
the Council had intervened hitherto, such orders had always been given Immediately. He would, 
however, make no comment on the proposal before he saw how it was worded. 

. M • .MAsSIGLI said that, subject to final drafting, he had no objection to the German proposal 
thus restricted. 

The CHAIRMAN noted that it was now agreed that commanders of armed forces should be 
instructed not to commit acts of hostility, and enquired whether it y;as proposed to include, as a 
fourth heading, the case covered by paragraph 1 of the Polish proposal (Anne1 4) . 

.M. RuTGERS asked whether paragraph 1 of the i'olish proposal was a general formula applicable 
in all cases, including those already formulated, or whether it applied to a fresh case . 

.M. SoK,AL explained that it was a general formula. Though his delegation was in favour of 
enumeration it feared that certain important facts might be overlooked and had therefore 
suggested th~ wider, but quite definite, expression :. " violation of an international obligation ". 

Lord CECIL was not. quite happy as regards_ the Polish proposal and woul~ h~ve 
preferred if 1\l. Sokal could have cited a concrete mstance. He could not see how ViolatiOn 
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of an international obligation could change a threa~ of ~ar into war: Usually ~here were definite 
incidents, such as movements of troops on the frontier, etc. 

l\1 SoKAL explained that the Disarmament Convention, when drawn 'up, would involve an 
obligaiion. Failure on the part of a State to comply. with. that obligation might be .considered a 
threat of war, and the Convention· which was now bemg d1~cussed ~hould be. su~ordm~ted ~o the 
Disarmament Convention. There were, moreover,_ other mternat10nal obhgat10ns vJOiatJOn of 
which might con~titute a threat of \\Rr. 

Dr. GoPPERT observed that, as it stood, th~ Polish .proposal refe~red to inc.id.e~ts which 
"might" constitute a violation of an intern~twnal ~~hgatwn. A ~Imple possibility, could 
certainly not give rise to the consequences for whwh provision was made m the proposal. 

He did not think there was any close connection between the present Convention and the 
Disarmament Convention and he personally was not in favour of establishing any such. connection. 
Instead of including the Polish pr?posal as a. fo~rth point, Dr. Go.ppert thou.ght It would be 
sufficient, and preferable, to inse~ m the ConventiOn a gen~ral provision stres.smg the fact that 

· it did not in any way affect the r1ght confe~red on the Counc1l by the v~~y act Itself to make any 
recommendation which it thought appropriate to prevent acts of host1hty, no matter what the 
cause of the dispute. · 

M. l\IASSIGLI noted that the Polish proposal dealt with a particular!! important point. In 
order to prevent war, the contracting parties would assume fresh obligations. It seemed logical . 
to stipulate that, in the case of a threat of war, the first duty of the parties was to comply with 
the international obligations, by which they were already bound. 

Lord CEciL pointed out that violation of an international obligation was generally 
covered by the instrument creating that obligation ; he expressed some anxiety at the idea 
of creating any new machinery which might lead to confusion in the application of international 
treaties and possibly involve a conflict of competence and authority. If, for example, a special 
body were set up to supervise the execution of the Disarmament Convention, would the Council 
also he allowed to intervene for the purpose of supervising its execution ? · 

1\I. SoKAL made it clear that the Polish delegation had had no intention whatsoever of 
restricting the competence of any special body appointed to supervise the application of an inter
national convention. He was prepared accordingly to supplement the Polish proposal by the 
words " except when another authority is responsible for supervising the execution of such 
obligations". In many cases, the Council already possessed the powers which would be conferred 
on it under the Polish proposal. This would very probably apply also as regards the execution 
of the Disarmament Convention, but there might be cases in which the organ responsible for 
supervising the execution of a Convention would have completed its task and handed over its 
powers to the Council. It seemed preferable not to deprive the Council of the additional authority 
which it was proposed to confer on it under the terms of the last paragraph of Proposal B. 

The CHAIRMAN pointed out that the Polish proposal did not affect the powers of the Council. 
It might, however, be going too far to give the latter an imperative mandate. It would be well 
iii his opinion, to give the Council the right to decide whether the violation of internationai 
obligations constituted a threat of war and, if such were the case, to invite the contracting parties 
to fulfil their obligations . 

. He noted further, that the Committee desired in principle that the first paragraph of the 
Pol.1sh proposal should figure as a fourth point in the list of cases in which the Council would have 
to mtervene. 

It was understood that each delegation reserved its· opinion pending the final examination 
of the texh. · 

a. Appointment of a Rapporteur. 

On the proposal of the CHAIRMAN, 1\f. LANGE was appointed Rapporteur. 

6. Appointment of the Drafting Committee. 
' 

Thh .c01~mtiUee decidPd to appoint a Drafting Committee to l!.stablish a text to col'er tlu~ que~tion., Cpon w ~tch ~.had already agreed. The Drafting Committee would be composed as follows: Viscount 
BCIL, •I. GoPPERT, M. !IIAsswu, General DE MARINJS 1\f. SoKAL M. LANGE (Rapp. orteur) and 

the CHAJRJUN. , ' ' 
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THIRD 1\IEETING. 

Held on Tuesday, Jllay ·12th, 1931, at 3.30 p.m. 

Chairman: l\1. PoLITIS. 

7. Questions of Reservations to Article 2. 

The CHAIR~ AN suggested t~at it might be possible to do away with' the reservations to proposals 
A and B subiDitted under ArtiCle 2. He read the amendments submitted by the German and 
British delegates respectively. The German proposal was as follows : 

. " If, in the event of a threat of war, the Council, acting in virtue of the provision of 
Art1cle 11 of the Covenant of the League of Nations, recommends : -

" (a) That forces having penetrated into the territory of another State or into 
a zone demilitarised in virtue of international treaties should be withdrawn · I , 

. "(b) That the ar~ed forces of each of the two parties should be kept at a specified 
distance from the frontiers of the other party, sufficient to obviate incidents likely to 
aggravate the position : 

" The High Contracting Parties undertake to conform without delay to these 
recommendations, provided that, in the case mentioned in sub-paragraph (b), thi_$ dot.~ 
not involve the abandonment of forts or fortlets which, in normal times, are permanently held 
by large detachments. " • 

The "British amendment was framed in more general terms as follows : 

" . • . In any such recommendation, the Council may propose the withdrawal of ' 
the forces on each side behind the line to be fixed by the Council. Such line must not, howe11er, 
be so fixed as to deprive the State concerned of the use of essential works of de(enf'e." · 

' M. RUTGERS noted that, ·according to these proposals, the point would in one case be decided 
by the parties themselves and, in the other, would be left to the Council to decide. He felt that 
the two points of view should be reconciled and suggested that the decision should be taken by the 
Council after first hearing the opinion of military experts of the parties concerned. 

· Dr. GoPPERT said that the German delegation quite agreed with M. Rutgers. The Council 
• must decide in the last resort. · The German proposal must not be interpreted as implying that 
the parties concerned would have the right to decide. Once the Council had given its decision, 
the parties would be obliged to comply with it, without any possibility of evasion . 

. He realised that it would be necessary to find some very. wide formula, lest the parties should 
be tempted to fortify points which they would never have dreamed of fortifying previous to the 
Convention. Such a formula might embody, for example, the principle of reciprocity, the two 
parties remaining in principle, at equal distances from the frontier ; secondly, the formula should 
take into account, as far as possible, the requirements of national defence. The main issue 
however, in a Convention of this nature was, not the interests of national defence, or what a State 
which was unduly anxious might regard as such, but the interests of peace. Peace might depend 
on the execution of a measure designed to separate the opposing forces and to prevent incidents 
likely to lead to a conflagration. It was necessary to have confidence in the Council, which 
would make a just appreciation of the situation. Its action, however, must not be nullified by 
the sole fact that one State claimed as at essential element for its defence, for example, any 
construction that it might just haye set up close to the frontier. 

M. RuTGERS wished to define his attitude in order to prevent any misunderstanding. He 
agreed with Dr. Goppert that the interests of national defence should come second compared 
with the maintenance of peace. He thought, however, that if the Committee depided, as was 
suggested in the German proposal, to admit a reservation covering all forts and fortlets having a 
permanent garrison, thus excluding districts in which there were none, the advantage would be 
on the side of fortification. The Council's decision might be based on the suggestions to be found 
in paragraph (a) of the Polish proposal relating to Article 2 (annex 4) : 

" In the eases referred to in paragraph 1 of the present. Art.icle, the Council may : 

" (a) If, on the frontiers concerned, there are no zones demilitarised in virtue of 
international treaties, fix in the territory of each of them limits beyond which they undertake 
to withdraw and maintain their armed forces, provided this does not involve the withdrawal 
of the forces further back than : · 

" The exterior lines of the defence organisations of any kind ; 
" The natural lines of defence ; · 
" The means of communications and vital centres existing on the frontiers of the High 

Contracting Parties concerned at the time when the Council of the League of Nations takes 
the measu.rt!ll." 
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Dr. GoPPIRT agreed with 1\1. Rutgers that the German proposal might be framed on somewhat 

wider lines. 

Lord CEciL felt that the question would arise when the Council .attempted to fix a 
line further back than the existing neutral zone, so as to cr.eate, as .It ~ere, an a~ hoc 
demilitarised zone. He doubted whether this wou~d .eve~ he feasible, co~s1dermg the particu.Iar 

ntality which prevails in any country when war IS Immment. Would It be reasonable t? give 
~: Council the right to order the evacuation of points that. a coun~ry regarded as es~enti~l for 
purposes of defence, just when the safety of that country. was JeopardJsed by a threat of mvas10n ? 
It was quite out of the question to suggest that th~ Council or any other organ should have power to 
·decree without warning that part of the essential defences of the country should be deemed a 
neutral zone. _ 

He thought the best solution would he for eacli country to delimit a ne~tral zone in time of 
peace In case of invasion the Council would then be able to order the Withdrawal of troops 
behind that zone ; the order would not, ~owever, apply to essential defenc.~ ;work~, w~ich ~o~Jld 
thus form the subject of a general except1?n. As to the scope of the Counc!l.s action. m deCidmg 
the line behind which forces were to be Withdrawn, he thought that the Bnt1sh amendment was 
sufficiently explicit, providing as it did that •: such line must no~\ however, be so fixed as to 
deprive the State concerned of the use of essential works of defence • . 

As regards the principle of reciprocity raised by the German delegation, this point might be. 
mentioned, but in quite general terms in the form of an implicit recognition of the principle. 

1\f. 1\fAsswu, while agreeing with Dr. Goppert and M. Rutgers that a selfish preoccupation 
with questions of national defence should not take precedence over the higher interests of peace, 
thought it preferable not to act more quickly as regards preventive measures than sanctions. 

1\f. 1\fassigli added that in order not to lose sight of the object in view, which was essentially 
to prevent any contact between armed forces it would he preferable not to introduce into the 
discussion theoretical considerations. Thus, reciprocity, balance, etc., should be relegated to a 
secondary position. The principle of neutralisation, as suggested by the British delegation, might 
be a desirable solution, hut neutralised zones would have to be created not only on all land frontiers 
but at all, international danger points. 

Dr. GiiPPERT, in explanation of his views, stated that it was necessary, not merely to prevent 
the collision of armed forces, hut also to avoid frontier incidents where armed forces only existed 
on one side, the frontier between the two States coinciding with the frontier of a demilitarised 
zone. 

General DE MARnus agreed that means should be found for making the application of the 
Convention as simple as possible. It had always been desired to lighten the Council's responsibility · 
by not placing it in a too embarrassing situation .. He. believed it would be a· step forward if 
while ~gr~eing that the parties were bout?-d to obey t~e Council's decisions, the Committee adopted 
the pnnCiple that the zone of demarcatiOn to he lrud down by the Council should be fixed by it · 
in agreement with the parties concerned. _ 

Lord CECIL wondered how the system suggested by General de 1\Iarinis would work 
out in pra.ctice. Take a.concrete insta~c~ of thr~ats of ~ar: troops were drawn up in readiness 
~n both Sides of a _frontier; the Council m speCial sessiOn ordered the troops to withdraw to a 
hne, say 10 or 20 kilometres, behind the frontier, and then the difficulties began. The Council 
could not fix such a line without the consent of the parties ; yet, if it were to wait for both parties 
to agree, the Council would probably be faced with insuperable difficulties . 

. 1\1. SoKAt., lik~ Lord Cecil, w~ndere~ whether it was not a very serious military step to 
abando!l ~0 or 20 kilometres of frontier territory. Agreement between the parties, such as General 
de l\I~Jms had suggested, would only be achieved, if at all, after considerable delay whereas in 
practice, an urgent solution was imperative. ' ' 

R~alising both the value of General de Marinis' proposal and the necessity for prompt action 
M: Sokal w?uld suggest, as a compromise, that in principle the Council should fix the lines of 
WJthdrawa! m agreement with both parties, but, if prompt agreement were impossible the Council 
should dec1de the question of delimitation on the basis of the Polish amendment. ' 

1\~. MASSJGLJ, in order t_o elucidate the idea suggested by General de Marinis took the case 
of a d1spute between ~ountr1es. A and ~ in connection with which the Council decided to create a 
neutral zo!le· In fixmg the hne of ~1thdrawal for troops on the territory of State A should 
the Council com~ to an ~greement With States A and B or with State A only, and vice 'vP.rsa in 
the case ~r the h!le of Withdrawal for troops on the territory of State B ? In the former case 't 
~aa certam t~at It would he difficult, if not impossible to reach an agreement · in the second c~;e 
It would he 11mpler. · ' 

Co G:Jner~ :z :IARIICJS con~idered that the zone should he fixed in full agreement between the 
unc an ot the countnea A and B ; such agreement would not be impossible. It should 
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be remembered that the Council possessed not merely coercive powe~ but also the power of 
moral persuasion; 

Lord CECIL shared M. Massigli's apprehensions that agreement betweei; the two 
Gove~nments con~erned and the Council might be very hard to achieve. There was no 
question ?f b~d fruth on the part of the cou~tries, but the Committee need only realise the state 
of peoples mmds on the eve of a war. Qwte apart from :the general excitement there was the 
responsibility bor~e by the representatives of the parties involved who were urge~tly summoned 
before the CounCJI. They_ would refuse to fix a line of withdrawal before telegraphing to their 
Governments and consultmg experts, and would take no decision without formal instructions from 
their respective Governments. This procedure would result in a considerable loss of time whereas 
t_he decision to ~e ta~en w~ a matter of hours .. _It should ~e the Council's prerogative io fix the 
lme of demarcation £mmedtately. Hence the British delegatiOn's proposal that the Council should 
have the power to fix such a line excluding from the neutral zone the essential works of defence. 

M. RuTGERS felt that the Council would exercise. real moral authority over the parties if, 
in the last resort, it had the power to fix the line of demarcation itself without having to consult 
the parties. In such a case, it might be expected that the two parties would prefer to come to 
an agreement direct rather than see the Council decide the matter over their heads. 

General DE MARINIS endorsed the Polish amendment. It remained to. be seen what should 
be done as regards naval and air forces. 

The CHAIRMAN noted that the Committee was agreed that, in the event of invasion or threat 
of invasion, the Council should order the withdrawal of the troops. Views differed on the question 
of the line of withdrawal. Could it be fixed by the Council alone or was the agreement of the 
parties required ? If no agreement were reached, could the Council, as the Polish proposal implied, 
ignore the fact and fix a line of withdrawal itself, and, in that case, was it the Council of the party 
concerned which would take a decision as regards the exterior lines of the defence organisations 
of any kind, the natural lines of defence, the means of communication and vital centres, to have 
exceptional treatment ? 

It was to be hoped that, in most cases, the Council would have sufficient influence over the 
parties to ensure their refraining from obstruction without serious reasons. Considerations of 
national defence, however, might compel a party to disobey the Council's decision and a still 
graver dispute would be added to that already in existence. The main object of the Committee 
should be to avoid forcing a State into opposition, and he thought therefore that the Convention 
should provide that there were certain bounds beyond which the Council's decision could ·not go 
if the result would be to compromise seriously the security of the party concerned. 

To solve the difficulty he would submit a text which the Drafting Committee might use as a 
basis for an article which would meet with general agreement. The following were the four main 
points : 

(1) The right of the Council to decide upon, and the obligation on the parties to agree 
to, the withdrawal of troops ; ' 

(2) The fiXing of the line of. withdrawal by the Council in agreement with both parties ; 
(3) The parties to undertake to co-operate with the Council to this end so that a aolution 

might be found at the first meeting for of the Council convened for this purpose ; 
( 4) Failing agreement by the parties, the Council to have the right, with the consent 

of the party concerned, to fiX the line of withdrawal, provided. the latter did not involve the 
abandoning of any position or any works essential to the security of that party. 

Lord CECIL supported the Chairman's proposals, but asked whether paragraph 4 might 
not be made even more comprehensive. He suggested : 

" If agreement is not reached within the time.limits.Iaid ~own _by the Counc~, the latter 
shall itself fiX the lines of withd~awal, every cons1derat10n bemg giVen to the Wishes of the 
party concerned. " 

The Council should in the final resort, be responsible for fixing the line of withdrawal, each 
party being free to decide what _was necessary for its security. . . 

M. SoKAL accepted the Chairman's proposals subject to a discussion of the final text. He 
would however make two suggestions to the Drafting Committee : The much used word 
" inv;sion " sho~ld be omitted from the text. The Committee was dealing with cases of a threat 
of war and not with war in the strict sense of the term, and invasion implied war. The case of 
a single patrol crossing the frontier should no:t be consi~~re~ a case of invasion. Sec?ndly, there 
were other ways of avoiding collisions, apart from dem1htansed zones, and the wordmg adopted 
by the Drafting Committee shoul~ be corespondingly wide. 

M. RuTGERS trusted that, in drafting the final text, due. account would be taken, not merely 
of clearly defined military positions, but also of important natural strategic features, such as 
mountains, waterways, canals, etc. 
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M M sstGLI was prepared to agree to the principles laid down by the Chairman, ~ut thought 

· · 'rta~t that the text should not contain any subjective ideas, which might lea~ to dtsagreem~nt 
tt tmpo e would uote, for example, the term "essential works". It was dtfficult to d~CJd.e 
~~:~ w~rks ceasedq to be essential. The task of the Council, therefore, would he made easter If 
objective criteria only were employed. · ' . 

The CHAIRMAII said that all the observations made would he considered by the. Drafting 
Comniittee. There was still one more question to be settled: P.r?po~al A.agr~ed to th~ wtthdr!lwal 
of troops if " on the frontier concerned there is no zone demthtartsed m vtrtue of mternatwnal 
treaties ". · 

Dr. GoPPERT explained that the question o! the application of t~~ sy~tem of neutral zot;tes 
would not arise except in the event of there hemg a permanent dem~~tar~sed zone on one stde 
only. In that case, the troops on the side .wher~ there was no de~tlttartsed zo~e would ~ave 
to be withdrawn. He quoted in this connection pomt 3 of the conclusiOns of the Thtrd Committee 
to the Assembly (Annex 2) : 

" With regard to Article 2 of the prelimi.nary draft, ~he ~ommitte.e considered that this 
article might embody provisi~ns to ensure the mte~al a~ph~atton of ArtiCle 11 ?f the Coyenant 
with a view to the preventiOn of war, by makmg bmdmg on all contractmg ~arttes the 
Council's recommendations for the avoidance of direct contact between the opposmg forc~s, 
and for the avoidance of incidents at a time when relations between the States concerned m 
any dispute have become so strained that, in the opinion of the Council, there is a threat of 
war." 

He urged that, in order to avoid incidents of any kind that might result in an outbreak of 
hostilities, it was essential in every case to apply this system of the withdrawal of troops. 

· .1\1. SoKAL reminded the Committee that the Polish proposal supplied a solution of the question 
raised by M. Goppert. If a distinction were established between bilateral and unilateral 
detnilitarised zones, it would not be possible to settle the question. The Committee should consider 
only those cases where no demilitarised zone existed at the frontier. 

· · M. MASSIGLI pointed out that the detnilitarised zones created under an international obligation 
were designed to meet a given situation, to establish a state of equilibrium between two countries. 
In time of peace, they were of purely theoretical importance and their utility appeared only when 
a dispute became threatening. ·It would be paradoxical to claim that they should be modified 
at the very moment when they ought to fulfil their purpose. Supposing, for example, that a 
demilitarised zone existed in State X, and not in the contiguous State Z, then State X, contrary -
to its undertakings, need only order its troops to advance into its demilitarised zone, thus creating 
a threat of conflict, for a detnilitarised zone to he automatically created in the territory of State Z. 
That was perhaps a simple way of settling the question if the only object were to prevent contact 
between the armed forces by the maintenance of a "buffer zone". The system, however, was 
simple only in appearance. It offered the serious drawback of destroying the status quo, and a 
State could not be required to subscribe beforehand to a clause which would have the effect of 
depriving it of one of the guarantees which had been recognised as essential for its security and to 
place that State at a di_sadvantage just at the time when its security was in danger. The French 
delegatiotl was unable, therefore, to accept this solution. 

Lord CEciL agreed with M. Massigli that this was a difficult point. The principle 
?f dem.ilitarised zones was a most important one, in that the existence of such zones made 
Jt posstble, to some extent, t.o prevent the sudden invasion of one country by another, or, at all 
events, to delay that operatiOn. The withdrawal of armed forces from the demilitarised zones 
should he absolutely compulsory - there was no possible doubt on that point. The question 
WI!! whether, ·over and above this obligation, the Convention should confer on the Council the 
right, in certain cases, to order the withdrawal of troops beyond the limit of the demilitarised zone 
at an equal distance on either side. This question, in Lord Cecil's view, must depend on the Council: 

Th~re already e:cisted certain zones created in the past, which might have appeared adequate 
at the t1m~, hut. which now seemed so narrow that it was ifnpossible that the Council should not 
have t.he r1ght, 1f necessary, to .order ~he withdrawal of troops beyond the limits of those zones. 
He pomted out that the Council, under the terms of Article 11 of the Covenant was authorised 
to take any .action that might be deemed wise an effectual to safeguard the peace of nations. 
The Convent!on must not be allowed to lessen the powers of the Council, being intended, on the 
contrary, to mcrease them. 

. M . .1\IASSJGLI pointe~ out that the. ~ren.ch delegati~n had never_ had any intention of weakening 
the powera of the Council or of .curtatlmg 1ts prerogat1v~s unde~ ~rticle 11. It saw no necessity, 
however, ~o confer on the Counctl, by means of a ConventiOn additiOnal powers to those il possessed 
under Arttcle 11, when those lat.t~r P.owera were sufficient to attain their object. . 

Ther!' were not many demtht~sed zones, not more than five or six, including the narrow 
z~~e• w~ch had alr~adY: been men~wned. If the extent of the latter did not exceed, for example, 
~idnty kilometres, ~t m1ght ~e desJrable to confer special powers on the Council, but M. Massigli 
had 'b! aee a"/ use tn C?nferrmg such.powera on it in the case of wider zones. In reality, reference 

en rna e t.o apecml cases, and It was not necessary to bring them under the provisions of a 
gP.neral ConventiOn. Further, M. Massigli wished to recall that certain delegations desired to 
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estahlish a co~nection between the. Convention to strengthen the Means of preventing war and 
.the General Disarmament C?nvention. He wished to say that it would be a serious error to 
present, as a prelude to the Disarmament Conference, a Convention which would weaken the ,•alue 
of the guarantees of security possessed by certain States. M. Massigli accordingly urged his 
colleagues to think carefully before deciding on such a course. 

Dr. Go~P_ERT _felt tha~ the French. delegation might be exaggerating the importance 
or t~~ ~rOVISIOn m. ques~JOn. M. Massigli had said that, if State X, in whose territory a 
demihtar1sed zone existed, mvaded that zone, State Z would " automatically " have to withdraw 
its troops from the frontier at w~ich they had hithe~o been stationed. Dr. Gop pert declared that 
there had _never b~en any quest10n of any automat1c consequence of this nature ; it would be for 
the Counc~l to de01de ~hat measures should be taken, and it was doubtful whether, in such a case, 
t~e Council would dec1de that State Z should withdraw its troops. Everything would depend on 
Circumstances. . · · 

Dr. Giippert proceeded to consider the opposite case -that was to say, the invasion by the 
troops of State Z of the demilitarised zone of State X. It was in this case above all that the 
pre~ence of tr~~ps at the frontier would constitute a danger. The nervous t~nsion and iegitimate 
anxiety prevadmg among the population might easily give rise to incidents of such a nature as 
to aggravate the situation and increase the already existing danger of war. The width of the 
zone was ~ot a factor which could play any part in this matter. It therefore seemed necessary 
to apply, m those cases where there was a demilitarised zone of which the frontier coincided with 
that of the States parties to the dispute, the same ~ule which the Committee contemplated in 
other cases. 

The CHAIRMAN, summing up the debate, noted that, while the Convention did not refer 
specifically to demilitarised zones, the parties would be required by implication to comply with 
decisions of the Council, which would he applicable in every case, irrespective of whether 
demilitarised zones did or did not exist. If, however, the Convention embodied an exception 
relating to such zones, the obligation would no longer apply in every case. 

FOURTH MEETING. 

Held on Wednesday, May 13th, 1931, at 10 a.m. 

Chairman: M. PoLITIS. 

8. Supervision of the Execution or Conservatory Measures or a Military Character. 

The CHAIRMAN pointed out that the conception of supervision differed in the two proposals 
before the Committee. The latter would have to decide whether the Council was to order 
supervision in every case or only occasionally, accordip.g to the circumstances. 

Lord CECIL thought that there was no great difference between the proposals, since 
there could be no question of creating an obligation for the Council, the latter being 
responsible for· deciding whether supervision was or was not necessary. The Convention 
could hardly do more than embody some indication regarding the matter. It was fairly certain 
that the Council would always order Commissioners to proceed to the spot unless an agreement 
was already in sight. 

·Lord Cecil reminded the Committee that he was anxious that the duties and mission of the 
Council's Commissioners should be clearly defined. Their duties should, in his view, be strictly 
limited to verifying the execution of measures recommended by the Council. He proposed to 
submit suggestions later but for the. time being would simply lay stress on the principle that the 
Council should have the right to send Commissioners to the spot, though it should not be bound 
to do so. 

The CHAIRMAN, in order to avoid any misunderstanding, pointed out that the Council would 
itself decide as regards the expediency of sending Commissioners to the spot. When assuming the 
obligations embodied in the Convention, however, certain countries might feel that, from their 
point of view, the sendi~g of Commissioners. by the Council. would. co~stitute a ~uarantee. 
Intervention by the Conned was contem~lated m three. cases : First, to m_s1st on the Withdraw~) 
of the invading forces as far as the front1er, a case wh10h presented no d1fficulty as the Council 
would be informed immediately if the measures which it had ordered were not executed ; secondly, 
to insist on orders being given to the troops involved to refrain from acta of hostility- here again 
there was no difficulty ; in the third case, however, in connection with the withdrawal of national 
forces behind the line fixed by the Council, a difficulty did arise, as the Party concerned might 
insist on supervision being instituted on either side of the frontier. 

General DE MARINIS thought it very impory.ani to d':cide whether the C?unci~ wa~ always 
to send Commissioners to the spot or whether 1t could s1mply do so should 1t think f1t. The 
Italian delegation felt that Commissioners should be sent only in certain cases when the Council 
might deem this expedient. Further, before expressing a definite opinion, General de Marinis 

· wished to know the exact meaning of the words, "The High Contracting Parties undertake to 
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1 d th mselves to any action of the Council to this effect ", in Artic!e 3, proposal B. He agreed 
:i~h L:rd Cecil that the Commissioners' duties should be clearly defmed. 

AL MAssJGLI thought it essential, when it was desi~ed to avoid frontier incidents, to ensure 
the resence on the spot of Commissioners of _the Counml, who co':lld see and report ex;ac~ly what 
was phappening. Ir, however, it were recogmsed that the Cou.nml could. send Commissioners to 
the spot without the consent of the parties. concerned, would 1t _be admitted that one of those 
parties could insist on Commissioners bemg ~ent and make Its acceptan~e of the m~asures 
recommended by the Council conditiof!al on t~e1r p~esence ? It had bee!l obJected tha~, m such 
a case, the execution of the measures m question .m'g~t be delayed, a~d It had been pomted O';It 
that the question was no longer of importance, smce It had been dec1ded to fix the measures.m 
agreement with the parties concerned. It must be remembered, however, that eac_h, of the parties 
would be anxious to know whether the other party h~d also obeyed the _Co';In~II s orders, and .. 
its compliance with the me~sures ordered _by the Cou~cil would be the read1er ~f It knew. t~at, on 
the other side of the frontier, the Council was ensurmg! bY: the presence of It~ Coll!IDISSioner~, 
the execution of the same measures. There was no obJectiOn, however, to st1pulat~ng that, 1f 
one of the parties concerned thought that the m~asures. recommended by the Council called for 
supervision on the spot, that party should say so Immediately. · 

Lord CECIL agreed with M. Massigli. The presence of impartial representatives 
of the Council in the place where hostilities were liable to · occur constituted one of the 
soundest precautions for preventing any· such outbreak of hostilities. He also agreed that 
the parties concerned should have the right to ask the Council to ensure, through its Commissioners; 
the execution of measures which it had recommended. There was one difficulty, however, in 
this connection : could the parties postpone the execution the of measures ordered by. the Council 
until the Commissioners sent by the latter had arrived in the country ? If so, serious delay 
might be involved. In his view, the mere notice that Commissioners were being sent should he 
sufficient for putting into effect the Council's recommendation . 

. 
Dr. GoPPERT pointed out that there were other means of guarding against any danger, should 

one of the parties hesitate to carry out the measures laid down by the Council without making 
sure that the corresponding measures had been carried out by the opposing party. The opposing 
forces could get into touch immediately by means nf emissaries, agree upon the hour at which 
the retreat of the troops would begin and establish the order to he followed by each of the two, 
parties for carrying out simultaneously and_ by stages, at the various points along the front, the 
movements which had been prescribed. As soon as one party failed to comply exactly with the 
plan thus prepared, the other would be at liberty on its side immediately to arrest the movement, 
so that there would be no reason to fear that the State which was ready to carry out loyally the 
recommendation of the Council would be placed in a position of inferiority Pis-a-llis the State which· 
was guilty of disloyalty. To wait for the arrival of the League Cpmmissioners would probably 
aggra':ate the danger of. hostilities.. It w~s essential, then, that the measures ordered by the 
Council should be put mto effect Immediately. . . 

. M. MASSIGLI thanked Lord Cecil and M. Goppert for their suggestions. · He felt that· the 
Importance of any delays, should not be exaggerated, since in Europe, at all events great distances 
could be covered by air in a day. ' 

T~e CHAIRMAN noted ~hat ~he Committee was agreed on the following three points : (1) The 
Cc;mnml should have the r1ght m every case to .decide to send Commissioners to the spot even 
Without t~e ~onsent of the parties C?ncerned ; (2) In certain cases, each of the parties might ask 
for _CommJssJoners to be sent, provided that its request was submitted before the Council had· 
decided what measures should be ~ak~n; (?)The Cou!lcilsho_uld settle the question of the execution 
of the conservatory measures whwh It m1ght order m relatiOn to the arrival of its Commissioners 
on the spot. 

_He stated, in reply to l\1. Giippert, that the withdrawal of invading troops would not be 
contmgent on the arrival of Commissioners on the spot. . · 

D~. GoPPERT pointed out, further, that in case of invasion thm·e should he no delay in the 
executiOn of measures ordered by the Council. 

G~n~ral D~ ~IA~JNIS and Lord CECIL having again urged the importance or definin the 
c~~~-IS~IOn~rs bedutJes, the CHAIRMAN asked whether the Committee thought it desira~e to 
es a 18 rues forehand which would come into force at the same time as the Convention. 

be ~r. ~ASSJGJ~ th~ught th~t as the Convention according, to certain declarations which had 
w:~ rna e, cou on Y come '':'to for~e after a Disarmament Convention had been drawn u it 
seein dg ~!tret~eraCble to .Pttrepare Immediately the regulations governing the duties of Commissio!~rs 

- e omm1 ee was not pressed for time. · ' 

Lord CECIL stated that he proposed to submit definite suggestions in the matter. 

10 ~\~~ s:v~id tf~'ight that it W?u~d be ~xpedient ~~ consult the League's technical Committees 
detaila in adv!nce.ng the Council m a difficult positiOn, as the result of settling all the technicai 
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9. Sanctions. 

' 

The CHAIRMA~ po_inted out t~at this question was important, as one of the proposals was in 
favour o~ the app~wat10n of sanctiOns,_ while the other was not, though the statements made at 
the previous meetmg had _done somethmg towards solving the difficulty. The point to be settled 
was wh~ther the Convention should provide f~r sanctio~s or whether the mat!er was adequately 
dealt Wl~h hJ the gen~ral statement of the Thtrd Commtttee that theConventwn would facilitate 
the apphcat10n of Artwle 16 of the Covenant. 

M. SoKAL referred to Article 3bis of the Polish' proposal, as follows : 
. '.' If any v~ol:'-tion. of the measures defined in Article 2 is noted by the Council and continues 
m spite of 1ts InJ";lnctiOns, the Council shall. advise upon the means of all kinds necessary to 
ensure the executiOn of the present ConventiOn. The High Contracting Parties shall in such 
case lend their assistance to the Council." 

. .f:Ie fel~ that t~e formula a~?p~e~ by .the Third Committee was inadequate, as cases might 
artse m which, de~pite t~e Cou!lcil s ffiJ~nctlOns, the party concerned failed to execute the measures 
recom~ended, Without Its attitude bemg sufficiently serious, however, to involve the application 
of Artwle 16. 

• 
. Lord CECIL felt t~at he would _have some. difficul!y in accepting the Polish proposal, 

smce, a~ M. Sokal. himself had pomted out, 1t was Important not to introduce into the 
Convention any vague formula in regard to obligations. If the Council decided that certain 
measures - warlik~ measures, for example - were necessary, all the States Members 
of the League of. Nat10ns must be prepared to co-operate. Article 11 of the Covenant, on the 
other hand, provided for all the other measures that the Council could take for the maintenance 
of peace. There seemed no point in adding to those measures. 

M. SoKAL agreed that Lord Cecil's criticism of the Polish proposal was quite justified. He 
felt, however, that that text might serve as a basis for discussion. It was with intention that 
the text had been left somewhat vague, though the expression to be found in Article 10 of the 
Covenant which was, as it were, traditional had been used : 11 The Council shall advise upon the 
means by which this obligation shall be fulfilled." . 

• The draft Convention before the Committee laid down a certain number of new obligations 
for the contracting parties. It seemed only right to provide also for corresponding sanctions. 
Any Convention embodied, as a rule, some provision concerning the machinery for its application, 
and the present Convention would be incomplete if it did not also stipulate the measures to be 
taken should one of the parties fail to comply with its undertakings. ' 

As M. Sokal has already pointed out, cases might occur which, though not sufficiently serious 
to justify the application of Article 16 of the Covenant, were still sufficiently serious to create a 
state of unrest that might result in war. In such a case, it should be possible for the Council 
to intervene, and this was not provided for under the somewhat wide formula adopted by the 
Third Committee. The document drawn up by the Committee of the Council on 1\Iarch 15th, 
1927 (document C.169.M.119.1927.1X), provided that : . 

11 (f) Should any of the parties to the dispute disregard the advice or recommendations 
_ of the Council, the Council will consider the measures to he taken. It may manifest its 

formal disapproval. It may also recommend to its Members to withdraw all their diplomatic 
representatives accredited to the State in question or certain categories of them. It may 
also recommend other measures of a more serious character." 
Article 16 of the Covenant applied to serious Cases ; Article 3bis of the Polish proposal provided 

. for less serious cases, in which action by the Council would also be necessary. 

· M. MASSJGLI reminded the Committee that the idea expressed by M. Sokal, which formed 
the liasis of the French proposal (Article 3bis, proposal A), was regarded by certain delegati~ns 
as of fundamental importance. Any addition to the obligations under the Covenant must p~ov1de 
at the same time for sanctions, as a corollary. Since the first discussion of the dra~t, m the 
Committee on Arbitration and Security, one new factor had arisen. The present Commi~tee h~d 
decided to restrict the scope of the Convention to the threat of war. It !ollow~d that Artwle. 3_bts, 
proposal A, no longer met the situation. The Polish proposal, whwh repeated t_he ort~mal 
paragraph 1 of proposal A (Article 3bis), remedied this inconvenience. M. Ma~sigh e:'plat.ned 
that the first point was that of passive violations of the Council's recomm_endat10ns, V10lat10n_s 
which did not constitute acts of violence. A Power agreeing to submit a dtspute to the Council 
might, in practice, he dilatory in applying the latter's. decisions. To say that, i~ s_uch a case, 
it would he sufficient to apply the Covenant as it stood was tantamount to admtttmg that the 
Convention in itself was useless ; since its purpose was to define for the parties the provisi.ons of the 
Covenant; it would then be sufficient to rely in all cases on the Covenant. It was Importan.t 
to make it clear that a Power which refused to carry out measures recommended by the Counctl 
would he aggravating its case. Not to provide for sanctions would be to destroy the balance 
that should exist in the Convention. 

The CHAIRMAN noted that the Committee was agreed that should one of the contracting 
parties fail to comply with the Council's recommendations after having undertaken to execute 
them, it would he at fault, and that should war ensue, it would be presumed the aggress.o~. That 
was what the Third Committee had meant by saying that the Convention would famhtate ~he 
application of Article 16. In the case of passive resistance as regards the execution of the Counctl's 
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d t'ons an attitude which might lead to international unrest, .M. Sokal thought that 

~~o;r:.;~~il ~l:ould advise upon all th~ means for.the executi!ln of the C?nvention and t~at all the· 
arties concerned should co-operate m such actwn. In th1s hypothes1s, however, Artwle 15 of 

fhe Covenant, seemed to have been forgotten. This article ma~es bin~ing upon all the Ill embers 
of the League decisions taken by the Council in the _case of a d1spute hkely to lead_to a rupture. 
The point then, was, to deter~ine whether the Pohsh proposal supplemented Artwle 15. 

M R L'TGERS questioned whether there was any point in embodying in the Conventio~ a 
provisi~n such as that f?rm.ulated by_ the Third Committee, to the effect th~t the ConventiOn 
would facilitate the apphcatwn of Artwle 16. .. . . . 

Article 15 of the Covenant, moreover, had been· revised b~ a spemal Comm1t~ee app?mted 
to bring the Covenant of the League of Nations into harmony w1th the Pact of Par1s, and, m the 
preliminary draft of paragraph 4 of Article 13 framed by that Committee, would be found a clause 
very similar to the Polish proposal. The text was as follows : 

"The .Members of the League agree that they will carry out in full good fai~h any award 
or decision that may be rendered and that they will not take any action against any .Member 
of the League which complies therewith. . . . 

" In the event of any failure to carry out such award or deCJswn, the Counml shall 
propose what measures of all kinds should be taken to give effect thereto ; the votes of the 
representatives of the parties shall not be counted." · · 
The expression " measures of all kinds " was a very pre~nant one. The Poli~h pr?posal, 

however, went still further and provided that the States should, m such a case, lend the1r ass1stance 
with a view to the application of the Council's decision. This went further than the text adopted 
by the Committee for the amendment of the Covenant, in the case of a refusal on the part of a 
Member State to comply with the Council's injunctions, and M. Rutgers felt that to adopt so 
drastic a provision might jeopardise the Convention. · . 

M. SOJ(AL pointed out that the importance of cases of passive violation of the Council's 
recommendations had been clearly shown. It was only right that the Convention should make 
provision for meeting such cases by means of sanctions. Article 16 of the Covenant would apply 
only if the passive violation resulted in war, but passive violation might continue for a long time 
without there being any war, and the Polish proposal was intended to meet just such a situatiop. 

The Chairman had directed attention to Article 15 of the Covenant, but the procedure laid 
down in that article was very slow. In the case with which the Committee was dealing, what 
was wanted was prompt action, supervision and sanctions ; otherwise in obtaining the J!reventive 
effect which the Committee had in view might not be obtained. Article 3bis of the Polish proposal 
would supply the want. · ' 

Article 3 bis had been compared by M. Rutgers with the new text of paragraph 4 of Article 13 
of the Covenant, which, however, had not yet been adopted. There was one essential difference 
between them, to be found in the sentence : " The High Contracting parties shall in such ease lend 
their assistance to the Council". .M. Sokal would be prepared to withdraw this clause, as he 
felt that the idea was already embodied in the previous sentence : " The Council shall advise 
upon the means of all kinds necessary to ensure the execution of the present Convention." 

lll. Sokal stressed the importance, in principle, of providing for suitable sanctions in the case 
of the passive violation of measures recommended by the Council, in order to avoid recourse to 
the slow procedure laid down in the other articles of the Covenant. _ 

Lord CECIL felt that M. Sokal's statement did much ;to reconcile the two proposals. The 
last sent*:nce of Article 3bis of the Polish proposal, however, was just what was causing him 
some_anx1ety. He had no objection to the first sentence of that article, though he pointed out 
that 1t W?uld alwa_ys be for the Council to see that its recommendations were duly executed. 

He did not qmte see how passive resistance could exclude the idea of using force, as M. Sokal 
had suggested. How could a State be made to withdraw its troops except by force ? To add 
the ~entence ~ound in Article 3bis of the Polish proposal seemed to weaken the real sanctions 
prov.•ded !or m the fifth paragraph of the Third Committee's resolution. The true sanction 
cons1sted m the .fact that if the armed forces of State A advanced into the territory of State B 
a.nd ~fuse~ t~ w~thdraw, t~e'_l, should war ensue, State A would find itself in an extremely difficult 
••tuat10n IIJS·a·IIIS world opmwn. He thought that the difficulty would be solved by the addition 
of a sentence framed on the following lines : · 

" Sho~Jld war ~reak out as a consequence of the violation by a Power of a decision of 
the CounCil, such YJO~ation shall he regarded as prima iacie evidence that the said Power has 
resorted to war WJthm the meaning of Article 16 of the Covenant." 
If t~e first sentence of Article 3bis of the Polish proposal were merely reproduced it would 

~~em as •f ~hat was the only mea~ure to be taken by t~e Council in such a case. The pr~sumption 
aggresswn! however! attachmg to a State whwh refused to comply with the Council's 

recommendatwns, const1tuted a very heavy sanction. 

M. So~AL t_hanked ~ord Cecil for supporting the .Polish proposal. H~ agreed that he was 
~~~~Iy r•,r~h~ ·~ st~essmg the moral aspect of the Third Committee's decision directing the 
theeC~~n ~I ~ e h artJes to the conseque!lces of even a passive violation of the measures taken by 
violatio nc• •n t e event of ~ar breakmg out .. As regards Lord Cecil's objection that such a 
variou ne could only be ~ealt With by force, he pomted out that the history of the League contained 
Counc:j xardpblea pro

1
vmg ~hat cases of passive resistance to the application of decisions of the 

• cou e Bett ed Without recourse to force. 
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t He was P!'l!P~ed to support an~ text ~tipulating, in principle, that the Convention should 

no pass over In silence cases of pass1ve resistance which might not result in war. 

1;!· RuT~ERS pointed. out tha~ the se~tence in Article 3bis of the Polish proposal, providing 
that . the H1gh Contractm~ Part1es shall m such case lend their assistance to the Council", was 
anyt~mg but a mere formahty. Paragraph 4 of the amended text of Article 13 of the Covenant 
proVIded that : 

" In the event of a_ny failure to carry out such award or decision, the Council shall propose 
what measures of all kmds should be taken to give effect thereto. . ." 

. The report ~f the Committee ~ppointed to bring the Covenant of the League of Nations 
mto harmony With the Pact of Par1s also stated in connection with Article 13 that : 

" The Committee . • . • considered that, except for serious reasons, it was preferable 
not to a,l~er the .actual words of the Covenant, the use of the expression " the Council shall 
prop~fe not bemg any obstacle to the steps which the Council mi~ht be called upon to take. 

So far as regards the extent of wh~ch the me~ures prescribed would be obligatory, 
the term empl~yed. appeared to be suffic_Iently exphc1t. Furthermore, the Council would 
~ere be addressmg 1tself to the States whiCh were not parties to the dispute. It could not 
Iss'!-e orders to these States. It must confine itself to indicating the measures of coercion 
w~ICh would be most ~~ective for the purpose of inducing the recalcitrant State to comply . 

· · With the awar~ or declsiOI_J-. T_he latter State does, indeed, become the object of an actual 
order ; but th1s order derives 1ts authority, not from the Council's decision but from the 
award or judicial decision." ' 

. ' 
In such a case, the Council would not address itselr to the parties ; it would not give any 

order and the States Members of the League of Nations would not be under an obligation to 
comply with the Council's decision. This obligation applied only to the parties concerned. 

He would have no objection to maintaining the first sentence of Article 3bis of the Polish 
proposal, if it were clearly understood that this involved no definite obligation for States to lend 
their assistance to the Council in such a case. . 

Further, he agreed with M. Sokal and Lord Cecil that the violation by a State of measures 
ordered by the Council constituted an indication which might be decisive as regards the application 
of Article 16 of the Covenant. 

M. MASSlGLl thanked Lord Cecil for his proposal. He wondered whether the Committee 
could not adopt the principle embodied in the Polish proposal, which was in conformity with the 
principles laid down by the Committee of the Council for the application of Article 11 of the 
Covenant. The report of March 27th, 1927 (document C.169.M.119.1927.1X) contained definite 
rules for the application of that article, and equally definite rules might be useful in the present 
case. Take as an example, the case of a a powerful State which attacked a weaker State, invaded 
its territory and refused to comply with the Council's injunctions to withdraw its troops, while 
raising a discussion on the interpretation of the orders it had received. A provision to cover 
what M. Sokal had in mind would not therefore be useless. 

Lord CECIL agreed with M. Massigli. . . 
1\I. SoKAL, in reply to a question of the Chairman, stated that it would be under the principle 

laid down in the Convention and not under the principle laid down in Article 11 of the Covenant 
that the Council would advise upon the means of all kinds for ensuring the execution of the 
Convention ~ that was, to say, without the agreement of the parties concerned. 

General DE MARINIS noted that any proposal providing for the application to the parties, 
without their previous agreement, of measures recommended by the Council constituted a 
modification of Article 11 and hence an indirect modification of the Covenant. To modify the 
Covenant indirectly by ·means of general Conventions seemed to him an undesirable method and 
one which he could not support. He wished then to ask definitely : Was the intention to modify 
the J,.eague Covenant? . If so, the task must be entrusted to a special Committee. 

Lord CECIL pointed out that two kinds or provisions existed in the Covenant : those laid 
down in Article 11 and those laid down in paragraph 4 of Article 13. Article 11 provided fol'- a 
decision of the Council being taken in agreement with the parties concerned. That article 
was of a general character, and referred to any situation that might _invc:'lve general unrest likely 
to disturb world peace. The framers of the Covenant had found 1t d1fficult not to allow the 
parties concerned to vote in such a case. There was a tendency, however, in various articles of 
the Covenant. not to allow the parties to a dispute to vote in the Council. In Article13,paragrapb4, 
the parties were not included in the vote! and this applied not only to _the Co_uncil's decision ~ut 
also to its consequences. The same apphed to cases referred to an arbitral tribunaL In reality, 
the principle at the basis of any action by the Council was that the. parties concerned should not 
vote on the primary decision or on thll consequences ensuing from 1t. 

The CHAIRMAN pointed out that the Committee had been convened to determine whether, as 
the German delegation had proposed three years before, it might be possible to supplement the 
present system governing the relations between the ~ouncil and the J!arties concerned. Un~er 
the present system, the Council bad full powers, prov1ded that the part1es agreed to comply w1th 
any decision it might take. The Committee's task was to determine whether, in certain given 
circumstances, the Council could take a decision under Article 11 of the Covenant, without the 
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8 
emen' of the parties being necessary. Parties which had not voted on the decision would ~o~, 

rgre urse vote when the consequences of that decision were being settled. General de Marmis 
o co ' . . I f h C t" was calling in question the actual prmcip e o t e onven wn. 

M. SoKAL agreed with General de 1\farinis that the principle of unan_imity in decisions· of the 
Council was one of the fundamental principles of the Cove~ant. J!e pomted out, however, that 
the starting point of any deliberations was that the contractmg parties should undertake to accept 
certain decisions taken by the Council. The last part of the Polish proposal was thus a logical 
consequence of the first part, embodying the undertaking. Hav!ng ~tipu~ated the undertaking, 
it was necessary also to provide for the sanction. attendant. upon Its vwlatwn. The fundamental 
view of General de Marin is was that of the Pohsh delegatiOn. · • . . 

General DE l\IARINIS suggested that. the Committee might be e~aggerating the c~ns!dera~i?ns 
to be taken into account in the ConventiOn, and wondered whether It was not wrong m 1magmmg 
that the Council might contemplate measures - for example, military measures - without the 
consent of the parties to the dispute. If those parties agreed to the measures recommended by 
the Council, why imagine that they would fail to execute them ? It must state clearly whether 
the Committee was or was not aiming at the amendment of the Covenant. If so, General de Marinis 
would be obliged to dissent. The Covenant itself seemed sufficient to ensure, in case of need, 
the execution of decisions taken in virtue of its provisions, and the sanctions laid down in the 
Convention would be superfluous. · 

General de Marinis was prepared to compromise and to stipulate that, should one of the 
parties concerned adopt a contrary or passive attitude towards a decision of the Council, the 
latter might agree with that party as to the measures to be taken to put an end to such an attitude. 
There had perhaps been some exaggeration as regards the rapidity af the measures to be taken. 
Ir it were agreed that the measures should be taken in agreement with the parties concerned, 
nothing 1urther was required. Should the Commissioners of the Council state that the Council's 
decisions had not been fully executed, the Council would repeat its recommendations to the parties 
and the latter would comply with them. He agreed that the Committee had been convened to 
frame a Convention modifying the Covenant to some extent, but he felt that such mOdification 
should not go further than could be .helped. 

' The CHAIRMAN thought that General de Marinis's doubts would disappear when he saw the 
Drafting Committee's final text. · 

He noted that the Committee was in favour of inserting in the Convention a text following 
very clos~ly the first sentence of Article 3bis of the Polish proposal and also bringing out, as 
Lord Cecil had proposed, the fact that a presumption of aggression would attach to a State which . 
refused to comply with the Council's recommendations. 

Dr. GiiPPERT felt that the expression " presumption of aggression " and the expression 
" prima fac~ e~idence" in Lord Cecil's text were somewhat rigid. He would prefer the expression 
" should constitute a factor in establishing aggression ". 

10. Formal Clauses. 
• 

T~e CHAlliMAN s~ted that ~he form~l clauses left blank in the preliminary draft would be 
filled_ m by t~e Draftmg Cof!l~Ittee, whiCh would also specify the time-limit for denunciation. 
~e did not thmk that denunCiatiOn should have immediate effect, since it would be to the parties' 
mterest to release themselves just when the Convention ought to apply. . ' 

. . 
11 •. Examination of Proposals by Governments not represented on the Committee. 

I 

A. LETTER FROM THE AusTRIAN GovERNMENT. · 

Th~ CHAIRM_AN r~ad. the letter from the Austrian Government (Annex 3) and. stressed the 
auflgge~twn contamed m Jt _that " the creation of demilitarised zones would be one of the most 
e ect1ve means of preventmg the outbreak of hostilities ". 
h. d~J thatttwh~rek ahrecomme!ldation it might be mentioned in the report, but if it were a proposal 
. e 1 no m t e Committee was qualified to take a decision. . 

Lord CECIL, while B:greeing that the Com~ittee had no· power to insert in the Convention 
8 pr~posa: for the creatwn or demilitarised zones, believed it could express the view that the 
~':s~ili~?e:. such zones along land frontiers would be an effective way of preventing the outbreak of 

that ~~h:~:;::~~:tdi~ not wish todco~mit himself before seeing a definite/roposal, but considere~· 
but alliO to mariti'::e' fr"::tfe:~n atwn should be so worded that it coul apply not only to land 

B. CoM~UNICATION FROM THE FlNNI!IH GoVERNMENT. 

The CnAIRJU.N thought there 1 1 b" . . . • · 
(Annex 3) : the Convention could ::..' s~ipe!.~teo tJhecttJtohn to th~ _Fmmsdh Government'a proposals 

a e prov1s1ons a opted by the contracting 
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T
Sthatea should apply -to third parties, particularly to States non-members of the League of 1'\al.ions 

e case, moreover, was.already covered by Article 17 of the Covenant. · 

. M. _SoKAL pointed out th_at the ~onvention now under discussion would be open to all States, 
so that 1t should apply to a d1spute e1ther between two States, Members of the League or between 
a 

1
M
1 

edmfber and a non-n;tem~er State. In the latter connection, therefore the Finnish proposal 
ca e or careful exammat10n. • 

He a~eed that the Convention could not affect third States, but it should be made perfectly 
clear that 1t would have a gen~ral character and be open equally to States Members and non
members of the League of Nat10ns. 

C. CoMMUriiCATIOrl FROM THE SwEDISH GovEIIriMEriT. 

The CHAIIIMArl read the Swedish Government's letter (Annex 3) and directed attention to 
. the draft Article 4( a) proposed, reading as follows : 

. "T~e High Contracting .Pa~tle~ ·~ndertake to 'g_i~e wide publicity, in the cases referred 
tom Art1cle 2 of the present Convention, to the Counml a recommendations for the maintenance 
of peace and the settlement of the dispute, and to the statements on the dispute published by 
the Council. · 

" They furt_her undertake to end~avour, BO far as their national laws permit, to suppress 
all verbal or written propaganda designed to prevent a peaceful settlement of the crisis." 

Therf) were no difficulties in ihe first paragraph but the second might raise rather serious 
problems. . 

. ' 
. _L~rd CEciL thoug~t that the provisions ~f Article 15 of the ~ovenant ~egarding 
. publicity should apply m such cases. The Counc1l always arranged for Important decisions 

taken by .it to be published, and it could safely be left to decide what publicity was 
necessary. . ~e would advoc~te stating i~ the report that the_ Committee was ~n favour, in principle, 
of the pubhmty referred to m the Swedish proposal, but d1d not feel that 1t need be mentioned 
in the draft Convention. . 

M. LAriGE remarked that the Swedish proposal implied an obligation on the parties, and not 
on the Council, to give public opinion in their country an opportunity of knowing exactly .what 
the Council had decided. It was important that the general public everywhere should be as 
accurately infor~ed as possible. · 

M. RuTGERs, while supporting the Swedish proposal, pointed out that the Council'• decisions 
were by no means so well known as might be thought .. League publications were not widely 
read. The undertaking called for was not so easy to secure and would sometimes be more than 
Governments, particularly those of countries where there was real freedom of the Press, could 
give. It might be sufficient if States undertook to publish the recommendations and statements 
which the Council itself had decided to publish. 

M. SoK.AL thought paragraph 2 of the proposal very important. In endeavouring by every 
possible means to prevent war, the importance of progaganda for creating a war spirit, which 
was conducted in some countries should not be underestimated. Room should be. found in the 
~onvent.ion for the Swedish proposal. 

M. MASSlGLI thought paragraph 2 of the proposal raised a rather delicate question. The 
principle could give rise to no objection but the proposed supervision, would necessitate introducing 
a censorship into countries where it did not exist. Neither would it be easy, to 1Il1lke sure that the 
step~ taken i!l country A w~re ~so adop~ed _in country B. Finally,_ the proposal touched on the 
.domestic pohcy o~ States ; 1ts JUSt application pres_uppoaed the ex1stence throughout the world 
of uniform legislatiOn relatmg to the Preas . 

. · · . M. CnouMENKOVJTCH supported the Swedish proposal, so far as it was compatible with the 
freedom of the Presa admitted by national legislation. The fact of a country A permitting, and 
a country B forbidding, free publication of the Council's decisions would be an indication of which 
side was in the wrong. 

M. LANGE shared M. Massigli'a doubts regarding paragraph 2 of the Swedish proposal He 
would remind the Committee that the League of Nations would shortly have a powerful publicity 
agent in its wireless broadcasting station. 

The CHAIRMAN noted that the Committee was in favour of the Swedish proposal but that the 
second paragraph could not be accepted owing to the differences between national Press laws and 
the lack of a common legislation. The Committee could draw up for the next Assembly a draft 
recommendation embodying the suggestions made in the Swedish communication. · 
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h c ittee was agreed to insert in the Convention a text 

The discus~ion ~~owed that ~ !f t~:~wedish proposal and stressing the value, for purpoaes 
drafted ont_ the J::;e~~ ai~fnag~~~e publicity to the Council'& deciaions. . -of preven mg w , .,. . 

Lord C~>ciL alao felt that stress should be laid on this important question in ~he 
- • It had more than once been found that the effect of ~ Press campaign . 

Codmnufttee shrepomrta.de was to make it more difficult to settle international disputes. Sooner or 
an o speec es - t' t th bl later, the League would have to devote ser1ous atten 1on o e pro em. -

DRAFTING COl\UIITTEE. 

FIRST 1\IEETING (PRIVATE). 

Held on Wednesday, May 13th, 1931,'at 3.45 p.m. 

Chairman: M. POLITIS. 

l. Article l. 

The CHAIRMAN read the two paragraphs of Article 1. 

Articte 1 was adopted without obser11ation (Annex 6). 

2. Article 2. 

The CHAIRMAN proposed the following text for paragraph 1 of Article 2 : 

· - - ... In the event of a threat of war, the High Contracting Parties shall compl~ without 
delay with such measures as the Council, acting in virtue of the provisions of Artwle 11 of 

· the Covenant of the League of Nations, may prescribe to ensure the withdrawal_or the land, 
· naval or air forces of that High Contracting Party which baa entered the terrttory or the 

water& of another High Contracting Party, or a zone demilitarised in virtue of international 
agreements." 

Several delegates pointed out that it was illogical to have one text for land and naval as 
well as air force&. The Council could not order the latter to withdraw. Air forces naturally 
·could not remain in a country alter· a raid but withdrew of their own accord. 

l\1. MAsstGLI thought it important to retain the prohibition to fly over frontiers contained in 
the original paragraph (c) of proposal A (Annex 1). The sentence might be divided and the 
following worda added : . 

" They undertake, in the same circumstances, to comply with the measures which the 
· Council may prescribe prohibiting the military or civil aircraft of a High Contracting Party 

to f~-y: o~er the territory or territorial waters of another High Contracting Party or a 
demihtanaed zone." / · . 

• 
0 
Dr. G:oPPERT felt that the exceptional nature of the clause associating civil aircraft with 

mthtary aircraft should be emphasiaed. 
0 

The CHAIRXAR propoaed adding the words : 

". . . and, where necessary, civil aircraft. " 

Lord CECIL auggested that the article should stait with paragraph 2, reading : 

"The Hoigh Contra~ting Part!es further undertake to comply with the Council's 
reeomm~ndat10n1 regardmg 

0 

the Withdrawal of such forces behind certain geographical 
bd~undanea. Such boundaries fthall be fixerl, if possible, ;ointly with the pnrties to the 

111pute." ' 
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The Committee decided to make no reference in paragraph Ito air forces and to deat in paragraph 2 
with the following three point': . 

(a) Air forces ; 
(b) Civil aircraft ; . 
(c) Civil aviation only to be included 8.a an exception. 

Several delegations having pointed out that the expression " geographical boundaries " was 
too definite, 11ince the possible lines of withdrawal which could be accepted would frequently have 
no connection with natural or political frontiers, it ·was resolved to substitute the word " lines " 

· for "boundaries ". It was understood that the last sentence in paragraph 2 would form a new 
paragraph. 

-rhe"CHAIRMAN sug~ted t~at, to m~et the views expressed by some delegations at previous 
meetmga, a sentence might he mserted m paragraph 1, after the words "League of Nations" 
reading as follows : ' 

". • • and without prejudice to the other powers it derives from that article." 

The following text for the first three paragraphs of Article 2 was provi~ionally adopted. 

" In the event of a threat of war, the High Contracting Parties shall comply without 
delay with such measures as the Council, acting in virtue of the provisions of Article 11 of the 
Covenant of the League of Nations, and without prejudice to the other powers it derives 
from that article, may prescribe to ensure the withdrawal of the land or naval forces cf that 
High" Contracting Party which has entered the territory or the waters of another High 
Contracting Party, or a zone demilitarised in virtue of international agreements. 

" The High Contracting Parties further undertake to comply with the Council's 
recommendations regarding the linea which must not he passed by their land, naval or air 
forces, and, where necessary, in order to avoid incidents, by civil aircraft. 

· " The linea referred to in the previous paragraph shall if possible be fiXed by agreement 
with the parties to the dispute." 

Dr. GiiPPERT remarked that as the question of territorial waters was still unsettled, the 
expression " in the waters " in paragraph 1 should not be understood in a teci!Jlical sense. 

The CHAIRMAN said the point would be mentioned in the report and proceeded to read the 
conclusion of the article, worded as follows : . 

" Failing such agreement, the Council shall without delay fix the lines with the conHent 
of the party concerned, provided always that this does not involve the withdrawal of the 
forces further back than : 

" The exterior lines of the defence organisations ; 
·" The natural lines of defence ; 
" The routes of communication and vital centres existing on the frontier of the 

High Contracting Parties concerned at the time when the Council of the League of Nations 
takes its decision. · · . 

" The High Contracting Parties fu'"!-her a~':6~ t?, give orders to their armed forces, if 
the Council so recommend, not to commit hostilities. 

The above text wasJro11isionally adopted. 
It was agreed to ad a new paragraph reading tJs follow.~: 

" It shall, in every case, rest with ~h.e Counci~ to determi~e the period within which the 
said lines shall be fixed under the conditiOns specified above. 

A discussion ensued as to whether the last paragraph of the article, proposed in response to 
a request of the German delegation, should be inserted. 

J 

The CHAIRMAN and M. MASSIGLI thought the paragraph was superfluous and might even 
weaken the scope of the other paragraphs in the article. 

Dr. GiiPPERT insisted on the paragraph being retained as ita purpose was mainly a 
psychological one. 

The last paragraph of Article 2_ was amended to read as follows: 

" The High Contracting. Parties further agree to give strict orders to the. commande~ 
of their forces, if the Council so recommends, to take all necessary precautions to avo1d 

.incidents. " 

.l\1. 1\IAssiGLI pointed out that Article 2 as drafted now made no reference to the idea contained 
in paragraph (b) of proposal A (Article 2) of ~he preliminary draft_ (Annex 1). It should be 
mentioned that, in the case of naval forces, the bne fixed by the Counctl should enable such forces 
to communicate with the various territories of the party in question. 
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· 1 art concerned was assumed to have given its consent, 

Lord Ct:erL replwd tiCrat, a~l ttto S ,J the line through points so chosen as to make such 
't could always ask the ouncJ o ra 
~ommunical ion possible. 

. . k d that the new text said nothing about " preven~ing contact " which 
)II. )J.\ssrGt·~JI rpemt raprosee of the Convention. It should therefore be re-mscrted,· say, at the 

was t re essen 1a 1 

b!'ginning of paragraph 2. 

Lord CECIL concurred. 

Dr. GiirPERT suggested inserting the following phrase at the beginning of paragraph 2 : 

" With a view to avoiding direct contact between the opposing forces and incidents • • " 

M. MAsswJ.J said that as he had previously objected to the exl?ression." and i_ncidenf.s " he 
could not agree to its adoption. He could not accept a clause _wh1ch, _whde seem1_ngly general. 
was really a special provision applicable only to one case. If Ar~wle 2 d1d not cont~m. a reference . 
· ·1 t that forming the last paragraph of proposal A (Artwle 2) of the prehmmary dr_aft 

sJm,
1
, ~~. ~n the frontier concerned, there is no zone demilitarised ", etc. - the French delegat1on 

would vote against the article and the draft as a whole. · 

Viscount CEcil. o.- CH ELWOOD remarked that the question .was one. of principle whi~h the 
Drafting Committee was not competent to settle. It must be d1scussed m a plenary meetmg. 

The CHAIRMAN also considered that the question, having already be~n debated at a plenary 
meeting, could only be reconsidered when all the men0ers of the ~omm1ttee were p_resent. He 
suggested that the Drafting Committee should me~~:nwhile carry ?n 1ts work after notmg that the. 
two delegations concerned made a formal reservatiOn on the pomt. 

General DE 1\IARJNIS referring to the question of the line of delimitat!on for na~al forc~s, 
asked whether the merchant marine of the party concerned could ensure 1ts country s supphes 
outside such line, and whether, for instance, communications between the home country and the 
colonies would be guaranteed. 

. 
_Lord CECIL pointed out that the article referred only to navies and not to the merchant 

manne. 

The CHAIRMAN added that it was in this sense that paragraph (b) of proposal A (Article 2) 
of the preliminary draft (Annex 1) had been understood. 

General DE MARINIS accepted the explanation. 

l\1. SoKAL wondered whether, as it now stood, the Convention would be sufficiently 
comprehensive. He thought its scope should be widened and that, in order entirely to remove 
anxiety, it should cover not merely cases of the penetration of forces, but all cases of violation 
of obligations which constituted cases of a threat of war ... That was why the Polish delegation 
proposed using the following wording as a preamble to Article 2 (Annex 4) : 

" If, in the event of a threat of war, events should occur which might constitute a 
violation of an international obligation, the Council shall call upon the High Contracting 
Party or Parties to put an end to the said violations and the High Contracting Parties 
undertake to comply therewith without delay. " · 

Dr. GuPPERT thought the serious objection to this proposal was that it went considerably 
beyond the scope or the Convention. 

Lord CEciL ask!!d whether it were really advisable· for the Convention to ·cover Qne 
or mor~ cases o~ threat of war selected from a large number of others seeing that all the 
J!recautJOns wluch should. be taken would be thoroughly discussed by the Disarma,ment 
Conf~re~ce. The ConventiOn. to strengthen the Means of preventing War should not be a mere 
duphcatJO_n of ~he General. Or~armament Convention. The special question of invasion or of a 
t~reat of m":as!on, dealt w1th 1n t~e present draft, was one of the few points on which there was 
VJrtual unamm1ty. Furthermore, 1t should not be forgotten that the Third Committee's resolution 
o_nly ~efer~ed to measures for preventing contact or incidents. Conclusion 3 of the Third 
Commrttee e report to the Assembly (Annex 2) made that quite clear. 

~~- SoKAL maintain~d his view ~hat the Polish proposal was fundamentally important and that 
to om1t the passage wluch he had JUst read would deprive the Convention of its value. 

The CHAIRMAN repeated the question could only be settled in plenary meeting. 
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3. Article 3. 

The CHAIRMAN proposed the following text for Article 3 : 

"The Counc_il shall, if it thinks fi~ •. or if one of th~ part!es to the dispute so requests 
before the Counctl has reached the dectswn referred to m Arttcle 2, appoint Commissioners 
Jo~. the purpose of verifying on the spot the execution of the conservatory measures of a 
mtl~tary character recommended by the Council under the conditions specified in the preceding 
arttcle. 

" The High Contracting Parties undertake to afford these Commissioners every facility 
for the performance of their duties. . 

" The Commissioners may not make a. more extensive inspection than is necessary to 
enable them to carry out the duty defined m the above paragraph nor make ttny inspection 
of a military, naval or air base." 

l\l. MASSIGLI pointed out that it was incongruous in tho French text to uso the tet·m " basr 
rnilitairr. ". 

The CHAIRMAN suggested that paragraph 3 might be deleted, seeing that the expression " on 
the spot " in paragraph 1 was sufficiently clear. 

Lord CECIL, supported by General DE l\1ARINtS, insisted on paragraph 3 boing retained. 

After discussion, the following text pro11isionally substituted for paragmplt 3 : 

"The Commissioners may not make a more extensive inspection than is necessary to 
enable them to carry out the duty defined in paragraph 1. Nor may they make any inspections 
of a naval or air base, nor may they in the zone which has been ordered to be evacuated, 
inspect military works or establishments for any purpose other than to verify the withdrawal 
of the forces." 

The CHAIRMAN then raised the question of synchronising supervision and the execution of 
the measures. 

The following text was prwisionally adopted:-

" The Council shall, in each case, arrange for the despatch to the spot of such supervisory 
commissioners to coincide with the execution of the conservatory measures of a military 
nature which it has prescribed." 
This would form paragraph 4 of Article 3. 

Finally, the last paragraph of proposal A (Article 3) ufthe preliminary draft (Annex J) was 
readopted unaltered, to form paragraph 5 of the new Article 3. 

SECOND MEETING. 

Held un Thursday, May J.lth, 1931, at 10 a.m . . 
Chairman: l\1. PoLITI!4. 

4 .. Article 2 (continuation). 

l\1. l\IASSIGLI announced the formula agreed upon between theGerman and French delegations 
with reference to the question left open at the previous meeting. He recalled that it had, above 
all, been desired to insure that, in this case, the application of measures prescribed by the .Council 
should not be automatic. The text now proposed showed clearly that the Council must explicitly 
recognise the necessity for the measure. The second paragraph or Article 2 would be worded as 
follows : 

•• Further, should the Council deem it necessary to fix lines which must not be passed 
by their land, naval or air forces and, where necessary, in order to avoid incidents, by 
civil aircraft, the High Contracting Parties undertake to comply with the Council's 
recommendations in this matter." 

l\1. l\Iassigli asked further, that the report should contain a paragraph to the following effect : 

" The French delegation explained that the ' necessity ' referred to in the second 
paragraph of Article 2 related to the impossibility of contacts between the armed forces and 
that the existence of a zone demilitarised in virtue or international agreements was sufficient 
to answer to this necessity. The German delegation stated that it was 'necessary' to avoid, 
not only contact between the armed forces but also ' incidents ' or all kinds on the frontiers 
of the contracting parties concerned." 
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Dr. GoPPERT stated that the German delegation was in agreement with the proposal just 
read by M. Massigli. 

M SoKAL stated that the reservation which he had put forward at the previous meeiing had 
been discussed between the German and Polish delegations, but without result. 

. General DE M-"RrNrs proposed specifying "vital " lines of communication (land, sea, etc.), 
in the fourth paragraph of Article 2, which would read as follows : . . . 

". . . provided always that this does not involve the withdrawal of the forces further 
back than the vital means of communication (land, sea, etc.). " 

He pointed out, further, that it would be imp~ssible to fix a line beyond which vessels should 
uot pass, as the parties might possess vessels scattered all over the world. 

M. MAsswu urged that to allow na~al forces perfect liberty_ of ~ovement would make it 
necessary to reconsider the whole Conventwn. He would agree to 1t berng stated that t~e means 
of communication, whether on land or sea, which _must be safeguarded were those whJCh were 
deemed indispensable. 

Lord CEcrL reminded the Drafting Committee that all these .measures would have 
to be taken in agreement with the parties· concerned. That was their es~ential fe~ture .. ·.He 
would prefer accordingly that the fourth paragraph of Article 2 should be fauly elastiC, avmdrng 
any enumeration, which must necessarily be incomplete and might thus constitute a danger from 
the standpoint of the application of the Convention. · . 

It was provided that, ·on land, the line behind which forces were to withdraw should take rnto 
account all kinds of organs essential for defence - land lines of communication, vital centres, 
natural lines of defence, etc. From a naval standpoint, provision was only made for the 
maintenance of lines of communication : this was manifestly inadequate. To require a fleet to 
remain behind a given line would reduce very considerably the means of defence of the party. 
Accordingly, he would propose the following formula : 

". . . provided always that the line fixed takes into accouut·the positions, works 
or lines of communication essential to the security of the parties concerned." 

This would avoid adopting nomenclature which might omit the very thing found to be essential . 
when it came to the application of the Convention. 

Lord Cecil added that, whereas a difficulty had existed when it was provided that the 
Council should itself fix the line behind which the forces of the parties concerned were to 
withdraw, that difficulty had disappeared, as the Committee had decided that the line in question 
might be fu:ed by agreement between the Council and the party concerned. 

General DE MARrNrs asked that it should be specified that the line for withdrawal should also 
take into account the lines of communication deemed essential from the point of view of supplies. 
He agreed that this factor was .already included in the idea of security, but thought that there 
was no objection to repeating it. . . 

Lord Cr.;cr_L ':xpresse~ !1is doubts as regards the expression "the exterior limits of the· 
defence org~msatwn~ exrs_trng on the frontier ". He suggested that this might open the 
door to all krnds of drscussron on the part of a State which regarded an advanced trench as a 
~efer_JCe organisation to be taken into account in fixing the lines for withdrawal. He asked that 
rt mrght he clearly stated in the report that the defence organisations in questimi must include 
something other than a mere line of trenches. 

l\1. l\IAssrou pointed out that a defence organisation included a whole series of works: 

_l\1. SoKAL said that he would accept any formula proposed that might ensure the protection 
of vrtal centres and natural lines of defence. 

TM Committee agreed on tlw following wording for paragraph 4 uf Article 2 : 

' ". · · provi<_fed ~lways that this does not involve the withdrawal of the forces further 
back tha!l the ex~error hnes of the defence organisations existing on the frontier of the High 
~ontra~~mg Partres concerned at the time when the Council of the League of Nations takes 
rts <_iecrsron, and tl~at ~he lines ~o not involve the abandonment of any other work, position 
or lrne of commumcatron essentral to the security or the supplies of the party concerned." 

T~ Com~iitee.al.so agreed that it should be mentioned in the report that the Polish delegation had 
~:'pose_ IM tncluswn_ of anotMr case - tM 11iolation of international agreements - but that, after 
1L-cDusswn, tM Commutee had preferred to lea11e the question open, as it would be examined later by 
'"' taarmafnl!nt Conference. 

had re~~ditC.~cr~ ~hought it. sho~ld also be noted, in this connection, that the Committee 
~ircurn t 1 1 11 Y to c.onsrder not the causes that might lead to a conflict but the actual 
.;,.ith ... ~ i~·~cea of t~edc~nflrc~, and tha~ that was why it had decided not to adopt the Polish proposal 

1 
' aevera e egatrons, partrcularly the British delegation, had been in full sympathy. ' 
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1\f. SoKAL was glad t_hat the Polish proposal was to be mentioned in the report ; he proposed 
to ask at a plenary meetmg that a statement on thl' subject by the Polish delegation might also 
be annexed. 

The CHAI_RM.AN replied that any delegation had the right to have a declaration annexl'd 
unless the maJOrity of the members of the plenary Committl'e objected. . 

5. Article 3 (continuation). 

· At the request of the French delegation, tM second paragraph of Article 3 ll'as drafted a.~ fullou·s: 

" When regulating the execution of the measures it has prescribed the Council shall 
at the reasoned request of a High Contracting Party which is a party to' the dispute can~~ 
that execution to coincide with the arrival of the commissioners on the spot so far as 'it may 
think necessary." ' · 

6. Article 4. 

The Commilli'P- agreed on the following wording for the second paragraph of Article -1 : 

" Should war break out as a consequence of this violation, such violation shall be regarded 
by the High Contracting Parties as prima facie evidence that the party guilty thereof has 
resorted to war within the meaning of Article 16 of the Covenant." 

Lord CECIL stated, that he attached great importance to the expression " prima facir 
evidence " which appeared in his own proposal. According to British procedure, prima /11ciP 
evidence was merely an indication, but was notwithstanding sufficient to place the burden of 
proof on the party to which it applied. 

The CHAIRMAN pointed out that prima facie evidence under British law corresponded to 
" presomption juris tantum ", which did not preclude proof in refutation. The evidence referred 
to in Article 4 was merely presumptive. · 

Dr. GiiPPERT urged the importance of extreme caution as regards the adoption of a formula 
which might involve the automatic application of Article 16 of the Covenant. He would have 
preferred to say simply that such violation would be regarded by the contracting parties as an 
important element in determining the aggressor in the case of recourse to war. He would, however, 
agree to the use of the word "presomption " provided that by this was meant mere presumption, 
and that it was noted in the report that certain delegations would have preferred a somewhat 
more comprehensive expression. 

Lord CECIL pointed out that the word "presomption "would be translated in the English 
version as ".prima facie evidence. , 

M. MASSIGLI emphasised the importance of this paragraph which would undoubtedly do much 
to facilitate the acceptance of the Convention by certain States. 

7. Article 5. 

Article li was appro11ed without obser11ation (Annex 6). 

8. Article 6 (new). 

The CHAIRMAN proposed, in order to take into account the Swedish proposal, the following 
text for a ·new article, to be inserted after Article 5 : . 

"The High Contracting Parties undertake to provide, by the means at their disposal, 
· 1 such publicity as the Council may recommend for its deliberations and recommendations 

when a dispute is brought before it in the cases contemplated by the present Convention." 

General DE l\fARnns objected to the proposed formula : " undertake to provide, by the means 
at their disposal " as .being too strong. There was the risk of throwing doubt on the good faith 
of Governments whlch might have every intention of abiding by their undertaking. 

The CHAIRMAN noted that certain delegations had observed that the Government was not 
always able to insist on the desired publicity being given in the Press. The publication of decisions 
of the Council in the national Official Journals would not be regarded as adequate. 

Lord CECIL thought that the provisions relating to publicity in Article 15 of the Covenant 
might have been regarded as sufficient. 

Article 6 was adopted in its final form (Annex 6). 
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9. Draft Recommendation to the Assembly regarding Publicity. 

M. SouL read the following draft recommendation, which was adopted: 

"The Special Committee, . . . . . 
" Being aware of the danger which, in the event of an mternatwnal cr1s1s, may ar1se f~om 

irresponsible Press campaigns and publicity given in the Press to inaccurate or tendentiOus 
information ; . . . . . 

"Recognising that aggress1ve propaganda agamst a fore1gn Power may, m certam 
circumstances, constitute a veritable threat to the peace of the worl~ : . . .. 

" Requests the Assembly to consider this problem and examme the poss1b1hties of 
finding a solution." 

10. Article 7 (former Article 6). 

Lord CECIL pointed out that this article had been inserted at the request of the 
British delegation to take into account the particular situation of the British Empire, which 
constitutes an international entity. It was intended to specify clearly that Great Britain's 
signature would not be binding upon the Dominions. · 

Article 7 was adopted (Annex 6). 

11. Articll's 8, 9, 10, 11, 12 and 13. 

ThesP. articlrs were adopted willtout obser!Jation.~ (Annex 6). 

12. Article 14 (former Article 13). 

The CHAIRMAN asked the Committee to consider the questions of the period after which the 
Convention could he denounced and the effects of that denunciation. 

~r. LANGE stated that, in his opinion, the Convention should he signed for a fairly long period 
- for example, ten years. 

1\1. MASSIGLJ pointed out that the effects of the Convention would certainly be conditional 
on ratification by certain States, for example, all the European States which were permanent 
.Members of the Council. Would denunciation by one !\I ember be sufficient to cause the Convention 
to lapse ? That point must be made clear as regards Powers that might sign subject to reservations. 

Article 14 was adopted (Annex 6). 

13. Artiell's 15 and 16. 

Articles ].) and 16 were appro11ed without obser11ations (Annex 6). 

14. Preamble. 

The Committee decided to adopt the Preamble and to note in the report obser11ations submitted 
during the discussion by certain delegates, particularly Lord CECIL, who would have 
preferred to suppress the Preamble as its wording was rather vague. He was afraid that, 
in view of the somewhat meagre results embodied in the Convention, one section of the public 
!'light think that the Committee was endeavouring to cover up a partial failure, while other people, 
1f they were told that this was only a first stage, might be so·mewhat sceptical as to what was to 
follow. The Preamble was often regarded as an indication of the spirit in which the Convention 
was to he read. It would be preferable, in his view, to do without one, leaving the Convention 
to speak for itself, the report forming a useful commentary on the articles and an excellent means 
of propaganda. 

The_ Cu AIRMAN also felt it necessary to bring out clearly in the report the fact that the draft 
Convent1~n was the outcome of serious effort, that it constituted a success, which, though slight 
as yet,. m1ght, the Committee hoped, be still further improved upon later. 

1 a. Title or the Convention. 

The Committee decided to gi"e the draft ConiJention tlte following title: 

" Preliminary Draft General Conventi~n to imprope the .l\leans of preventing War." 
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PLE..~ARY ~IEETINGS (continued). 
. ' ~ 

•. 

FIFTH MEETING. 

Held on Tltursday, ~lay 14th, 1931, at .J.4!j p.m. 

Chairman: M. PoLITIS. 

12; Discussion of the Text of the General Convention proposed by the Drafting Committet~. 

The' CHAIRMAN-read, article by article, the text adopted by the Drafting Committee. 
. He po!~ted. out that, in th~ title, the word " strengthen " had been replaced by the word 

" 1mprove whiCh gave a truer 1dea of the purpose of the Convention. The Preamble had been 
amended accordingly. 

The title and Preamble were adopted without di.~cussion. 

Lord CECIL stated that as the British delegation had not had time to examine the 
English text of the Convention which had only just been circulated, it would reserve the right 
to submit any observations later with reference to the drafting of that text. 

ARTICLE 1. 

Article 1 was adopted without discussion. 

ARTICLE 2. 

· At the request of Lord CECIL, the words " parties to the dispute " were added after t.he 
words "the High Contracting Parties ", in the first line of the first paragraph. · 

The CHAIRMAN pointed out that, in the second paragraph, the words " civil aircraft " should 
be replaced by the words " their civil aircraft ". 

M. MASSIGLI preferred the actual drafting which had a much wider significance. It was not 
only aircraft of parties to the dispute that had to be considered. If the aircraft of third States 
(employed, for example, in the service of an international line), flew over a prohibited zone, the 
fact of their doing so might lead to incidents. Moreover, the right to establish prohibited zones 
had always existed. All the international air Conventions provided for it and authorised States 
to prohibit any zone to air traffic for reasons of national security. The clause in question did not 
establish a new principle and there was no real objection to its being adopted. 

General DE MARINIS suggested that the arguments brought forward by the French delegation 
might also apply to ships. If access to certain maritime zones were prohibited, such prohibition 
should affect not only the warships of the States parties to the dispute but also those of other 
countries. He suggested, by way of example, the case of a threat of war between two States, 
A and B, both States, in conformity with the Council's orders, withdrawing their vessels from the 
prohibited zone. If, however, there remained in that zone warships of an ally of State A, the fact 
of their presence still Implied a grave threat of contact and hence of conflagration. 

Lord CECIL replying first to General de 1\larinis, pointed out that the paragraph in 
question referred only to the land or naval forces of the party which had entered the territory of 
another party. The order to -withdraw could only affect the parties to the dispute. If allied 
countries were implicated, the provisions of the clause, and hence the order to withdraw; would 
automatically apply to all the parties to the dispute and not only to the two principal parties. 

He pointed out, in reply to M. Massigli, that the Council would always have to act very 
promptly. Prohibition to fly over certain zones, as suggested by the French delegate, would 

. involve lengthy formalities (confirmation, notification of the companies concerned, 
publication, etc.). The real point, however, was to avoid the occurrence of any incident between 
the two parties concerned. Accordingly, the clause in question should apply only to civil aircraft 
belonging to those parties. He begged M. Massigli not to insist on the text " civil aircraft ". 

General DE MARIN IS accepted the British delegate's explanations. 

i\1. i\IAsswu said he would not insist on the wording he had suggested but wished his 
observation to be mentioned in the report.. The principle as laid down could not restrict i~ any 

• 



-34-

wa the right ol States to establish prohibited zo~es. ,c ~s regards urgent decis.ions, t~e m~ans 
av~Jahle nowadays (telegraph, wireless etc.) made 1t poss1ble to lorward urgent mstructlons m a 
very briel space ol time. 

The CHAJRJIUII observed that, whenever circumsta.nces might ma~e this necessary,_ the Council 
could, of course, suggest that aircraft should be proh1bited from Clymg over a sens1tiVe zone. 

' . 

M. RuTGERS asked first whether it would be possible in the fipst paragraph, to. ~ut back 
the word "air" ("land, naval or air forces"), which had been deleted _from the or1gmal text 
and now figured only in the later paragraphs. It was necessary _to take m~o account, not 01_1ly 
the case of flight over territory, but also the fact that land lorces m1ght somet1mes he accompam~d 
by air forces conveyed by land on lorries, railway trucks, etc. - that was to say, not actually m 
flight. Further, it was necessary to consider the possibility of civil aerodromes in demilitarised 
zones being occupied by military aviators and machines. 
· He enquired, secondly, why th~ words "natural lines of d~fenc.e ", fig~ring in the list. giyen 
in the Polish proposal (Annex 4, ArtJCle,2 (a), had not been retamed m ~he (mal text, the prmCJple 
embodied in that proposal having been adopted by the Drafting Comm1ttee. · 

The CHAIRMAN, replying to the Netherlands delegate's first question, said that if air forces 
accompanied land forces by land they were automatically regarded as lorming part of such land 
forces, and would thus have to be withdrawn simultaneously with the latter. 

As regards the omission of the words "natural lines of defence ", the Drafting Committee 
had felt that they could be deleted, as the generic term " any other work, position or line of 
communication essential to the security or the supplies of the party concerned " included, by 
implication, natural lines of defence. He admitted that that paragraph had been one of the most 
difficult to draft. The Drafting Committee had hesitated between a long list and the adoption 
or a single generic phrase, but after discussion it had been decided that in the interests or greater 
clearness, part of the list to he found in the Polish proposal should be retained, followed by a 
generic phrase covering all other possible cases. 

He reminded the Committee that, in Article 2, the Polish delegation had suggested referring 
to the measures to he taken if, in the event of a threat of war, events should occur which might 
constitute "a violation of an internatronal obligation", in which case the Council should recommend 
putting an end to such violation. In spite of the amendments made by the Polish delegation 
in its proposal confining the Council's action to cases of the violation of international engagements 
regarding disarmament, the Committee had failed to agree on the adoption of.the proposal. Some 
delegations, though sympathetic to the idea, considered that it was, for the moment, beyond the 
scope of the Convention, hut might he adopted later. , 

. M. SouL thanked the Chairman for the explanation be had just given and read a declaration 
which he asked to have inserted in the report (see Annex 3). _ 

Agreed. 

M. MASsJGLJ stated that the French delegation would he glad to see included in the Convention 
a cl~~:~e rel~ting to respect for the ~tatus of armaments. It recognised, however, that such a 
proVISIOn m1ght be regarded as outs1de the scope of the Convention. 

M. CHouMuKOVJTCH, on behalf of his delegation, which was not represented on the Drafting 
Committee, endorsed the principle at the basis of the Polish declaration. . ' 

Article 2 was adopted. 

ARTICLE 3. 
' ' 

. ~rd CzcJL thought that, as Article 2 referred to several decisions, the words " the 
decJsJons referred to" in paragraph 1 of Article 3, should read " any of the decisions referred to." . 

Agreed. 

~eneral DE ~IARJNJS pointed out that paragraph "4 was not an accurate representation ol the 
D~a.rtmg Com!lnttee's proceedings. As it stood, the wording was even absurd. To prevent 
11_1181nterpretatJOn, the phrase " in the zone which has been ordered to be evacuated " should 
e1ther be deleted or changed to " even in the zone .... ". 

, 
.~f. l\IA~SJGLJ agreed that ~h~ phrase i_n questio.n was superfluous. To retain it would give 

the JmpressJon that the c_ommJssJoners, bemg on the spot, could inspect bases which were outside 
\he evacuated zone. Th1s was quite wrong. 

The worda " in the zone which haa bun ordered to be twac11ated '' were deleted. 

Artit-le .1 was adupted with the abwe amendment. 
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ARTICLII 4, 

M. RUTGERS made an explicit 'reservation regarding paragraph 2 of this article which was 
not .in accorda!lce _with tbe provisions of the Cove11:ant. . It was for 1\lem~ers of the League of 
Natu~ns to ~ec1~e mde~~ndently an~ alter due constderatwn, whether Arttcle 16 applied or not. 
" Pnma facte evidence was a new 1dea not in keeping with the spirit of the Covenant and could 
therefore not be retained. · ' 

The paragraph m?reover was contradictory to both Article 7, which stated: "The provisions 
of th~ pre~ent ConventiOn shall o'!-lY apply as bet":een the High Contracting Parties ",and Article 8, 
readmg: The present ConventiOn may not be mterpreted as restricting the task or the powers 
of the League of Nations, as laid down in the Covenant." 

What_ woul~ be the position when the Co~v.errtion ca~e into force ? 1\lembers of the League 
who had s1gned It would be bound by the prov1stons of Artwle 4, paragraph 2, according to which 
violation of the measures defined in Article 2 would be prima facie evidence that Article 16 of 
the Covenant applied, while Members not signatory to the Convention would be free ; as a result 
decisions would vary. 

Either paragraph 2 of Article 4 amplified the meaning of Article 16 of the Covenant or it did 
not. The latter, he thought, was the preferable alternative, but it had to be assumed that there 
was some definite reason for inserting such a clause in the Convention. If the Covenant were to 
be modified, the change should be made irr the Covenant itself and not outside it. . . 

He did not believe there was any need for formal criteria of a more or less automatic nature 
(concrete proofs, prima facie evidence, etc.) to decide the application of Article 16 of the Covenant. 
The paragraph therefore seemed superfluous, and if retained, could only injure arid stultify the 
Covenant. The Netherlands delegation therefore made an explicit reservation regarding Article 4, 
paragraph 2. 

Lord CECIL in reply to M. Rutgers, recalled the history of the paragraph in question. Tho 
French delegation had submitted a much more drastic proposal (Article 3bis of proposal A, see 
Annex 1), which would have entailed the automatic application of Article 16 of the Covenant. 

The Third Committee also, in its report to the Assembly (Annex 2) had suggested that if 
a country did not comply with Council's decisions, Article 16 of the Covenant would remain intact. 
As a compromise, the British delegation had suggested the formula which was at the basis of the 
paragraph to which objection had· been taken. He could not see how it clashed with Article 8 
of the Convention since the application of Article 16 of the Covenant did not depend at all on the 
action of the Council - it was for the Members of the League to decide whether they should or 
should not intervene if an undertaking were violated. Under Article 16 of the Covenant, the 
Councii could only express its opinion after it had been decided that that article applied. 

If war broke out as a consequence of the violation of the Council's decisions, such violation 
would be deemed prima facie evidence that the guilty party had resorted to war. On that point, 
all the members were agreed. Paragraph 2 of Article 4 was merely a warning to States of the 
result of disobedience, and had no effect whatever on the application of Art!cle 16 of the Covenant. 

He would be the first to refuse to countenance any semblance of a modification of any 
article in the Covenant. · 

M. RuTGERS agreed with Lord Ce~il's remarks as. to the fUJ~ctions of the. Council ~nd ~f 
the contracting parties, but wished to pm~t out that the f1fth conclusiOn o_f the Th1rd Comm1tt~e s 
report to which Lord Cecil had referred d1ffered from paragraph 2 of Arttele 4 of the Conventwn 
in that it had not the legal character of that paragraph. 

The CHAIRMAN observed that the Drafting Committee, of course, was not responsible for 
Article 4 - it had merely utilised the French _and Polish proposals, paragr_aph 1 being taken f~om 
the latter. As the last sentence in the Pohsh proposal had been cons1dered too far-reaclung, 
Lord Cecil had, in agreement with the ~olish deleg~tion, suggested, by way of compromise, 
replacing it by the present paragraph 2, whteh was a kmd of mean between the two extremes. 

Perso~ally, after mature reflection on the implicatio~s of th~ paragraph, he would feel no 
hesitation in recommending his Government to adopt Arttele 4 w1th paragraph 2 as at present 
drafted. · 

Dr. GoPPERT wished to remind the Committee that he had had some scruples in accepting 
the Drafting Committee's text and had requested that these scruples should be mentioned in the 
report. • 

Article l was adopted without amendment. 

The remaining articles, t~gether with the formal clause.s, were adopted without obstr11atio11s 
(Annex 6). 
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1\1 ITo stated that since last year, his Government's views had not changed: Consequently,· 
the Ja. anese delegatio'n had taken no part in the discussion. As th~ Comn;uttee had no~ a 
unifor! final text before it, he wished to state that the Japanese delegatiOn, wh1le fullY: ~ndorsmg 
the rinciple which had led to the drawing up of th_e C?nvention, tho_ught that the !flllitary and 
su !rvisory measures provided would be more effective 1f the ConventiOn could take mto ac~o1:1nt 
th~ political ethnical and geographical situation of the various countries instead of estabhshmg 
a single uniform rule for the whole world. The purpose in vie~ - to _prevent war -. would ~e 

·better achieved by means of regional agreement than by an mternat10nal Convent10!1· Wh1le 
submitting this statement of princ.iple, the J apanes_e delegation wished to add th~t 1t had no 
thought of objecting to the conclusiOn by the countr1es concerned of such a ConventiOn. 

The CHAIR.IIAN noted the declaration made, and as provided by the usual rules of procedure 
asked the various delegations to vote in turn on the Convention. _ 

The following delegations voted in favour of the Convention : France, Germany, Great 
Britain, Greece, Guatemala, Italy, Norway, Spain. 

The Japanese delegation abstained. 
The Netherlands delegation voted in favour, subject to a reservation. 
The Polish and Yugoslav delegates voted in favour, subject to the insertion of their statements 

in the report. · · 

The CHAIRMAN declared the Convention unanimously adopted, with the reservations stated, 
the Japanese delegation abstaining. 

SIXTH MEETING. 

Held on Friday, May 15th, 1931, at 5 p.m. 

Chairman: l\1. PoLITis: 

13. Examination of the Draft Report submitted by M. Lange, Rapporteur. 

The CHAIRMAN invited members of the Committee to submit observations, page by page, on 
the report, which bad been circulated. ' 

Dr. Gi:iPPERT wondered whether the last paragraph of the first part of the report, " Ad Title 
and Preamble of the Convention " was not somewhat peslilimistic ? . 

This paragraph read as follows : 

" Further, if the draft only represented a modest step forward in the development of 
means to prevent war, the Committee hoped that this first step might soon be followed by 
others, still more important, in particular, in connection with the undertakings for which 
provision might be made in the general Convention for the Reduction and Limitation of 
Armaments." 

He agreed that something better might have been expected from the Convention with a 
view to the improvement of means to p1•event war, but, nevertheless, the results obtained were 

·of undoubted value and there was no reason to depreciate them. Moreover, the passage in question 
was inconsistent with other passages in the report expressing gratification at the progress achieved. 
The truth was best conveyed by a moderate statement. He proposed that the paragraph in 
question should be deleted. · 

~1. LAIIGE pointed out that it was often difficult to achieve a nice balance between optimism 
and pessimism. He would be quite willing to delete the passage, if the Committee agreed. 

Dr. Gi:iPPERT explained that he bad no objection to mentioning the hope of further progress. 
He felt, however, that the Committee would be exceeding its powers if it decided to adopt the last 
words : • • . " in particular in connection with the undertakings . . . " 

Lord CEciL agreed with the German representative that, at all events, the last words 
he ba~ quoted should ~ deleted. The beginning of the preceding paragraph - " The 
Comm1~tee • • . reahses perfectly well the limitations of the text it has prepared " -
wa.s q1!1te enough. The Rapport~ur had felt it his duty, in the intere§ts of truth, to mention this 
pomt m the report, but Lord Cecil thought it unnecessary to emphasise it unduly. 

M. ~IA!IKIGU agreed that there was no objection to deleting the last words of the paragraph 
in question, since he regarded them as a aomewhat bold forecast of the future. 
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The CommiUee decided to delete the last words of the paragraph, ll'hich would read as follows: 

"Moreover, ?-)though the draft represents only a modest advance in the direction of 
mea!ls of preventmg war, the Committee desires to emphasise its practical importance and 
cherishes the hope that, in the future, this first step may be followed by other and more 
important steps." 

Dr. GiiPPERT drew attention to the drafting or the third paragraph or that section or the report 
dealing with "Conservatory Measures of a Military Character." In this paragraph, the following 
passage occurred : 

" In this provision the words 'waters of a contracting party ' include all inland or 
territorial waters which the interested party considers to be under its jurisdiction, even 
though, from the legal point of view, the question could not be considered as having been 
settled." 

He asked that the words " all inland or territorial waters " might be replaced by the term 
" adjoining waters " or some such expression. What was wanted was a very general and at the 
same time a very simple expression, to cover all possible eases of danger that might arise from the 
presence of vessels in the vicinity of any coast. · 

Lord CEciL· preferred the present drafting and thought the text proposed by the German 
delegate rather dangerous. If so vague an expression were adopted, it would be difficult to . 
determine at what moment the presence of a fleet in certain zones constituted a danger. 
Any country would have the right to claim that the fleet of another country was too close to 
its coasts, and there would be no rule to decide whether a fleet bad the right to remain in 
certain waters. The existence of territorial waters and, hence, of definite limits, solved the 
difficulty. Moreover, the point had already been settled in the Convention, and Lord Cecil 
urged the German delegate not to reopen a question that had been decided. 

1\f. MAsswu agreed that this was one of the most delicate points that the Committee had had 
to settle and proposed that the report should bring out the fact that it bad deliberately adopted 
a somewhat vague solution owing to the difficulties involved. As the Convention would not . 
come into force immediately, Governments might be asked to submit observations on this point. 
The draft Convention might be amended later in the light of their ~eplies. 

The second paragraph was accordingly amended to rend as fullows: 

" The measures of the first category are dealt with in the first paragraph of Article 2. 
It was understood that those measures should be taken without delay. In this provi:>ion, 
the words " waters of a contracting party " are not to be interpreted in their technical sense. 
The point is·to deal with a threat of war • . . " 

Th~ report was adopted subject to a few drafting amendments (for the final text, see Annex 6). 

The CuAIMIAN thanked the Rapporteur for the accurate and lucid statement which he had 
submitted. 

14. Printing of the 1\linntes. · 

The Committee decided to ask the Council to authori:>e tlte printing of its .Minutes. 

15. Close of the Session. 

The CHAIRMAN after summing up the results, expressed his gratification that the Committee 
should have been ~ble to propose solutions for problems which previously had proved to ~e 
stumbling-blocks : for example, the applicatio~ of the propose.d syste'!l_to ?II land, nav~l and air 
forces ; the extension of the system to countries between wh!C~ _demihtansed zones exist u~der 
the terms of international agreements ; the problem of supervisiOn ; the probl~m of sanctiOns. 

He expressed the hope that this initial step might be a prelude to further considerable progress 
in the near future. 
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!.J.~NEX 1. 

(Extract from document A.11.1930.VII.) 

PRELIMINARY DRAFT GENERAL CONVENTION . 

TO STRENGTHEN THE MEANS OF PREVENTING WAR. 
Pllt:I'ARilD BY THE CoMMITTilE ON ARBITRATION AND SECURITY DURING ITS f'OURTH SESSION 

(April-lllay 1930). 

[Names of the High Contracting Parties.] 

Being sincerely desirous of developing mutual confidence by strengthening the means of 
preventing war, . . . . 

Noting that for this purpose the task of the Council of t4e League of Nat1ons m ensurmg 
peace and conciliation might he facilitated by undertakings assumed :voluntarily in advance 
by the States, 

Have decided to conclude a convention and have for that purpose appointed as their 
plenipotentiaries : 

[Designation of Plenipotentiaries.] 

Who, having deposited their full powers found in good and due form, have agreed as follows : 

Article 1. 

The High Contracting Parties undertake, in the event of a dispute arising between them and 
being brought before the Council of the League of Nations, to accept and apply the conservatory 
measures of a non-military- nature relating to the substance of the dispute which the Council, 
acting in accordance with the powers conferred on it by the Covenant of the League of Nations, 
may recommend with a view to preventing the aggravation of the dispu~e. 

Article 2. 

Proposal A. 

In the cases mentioned in Article 11, para
graph 1, of the Covenant of the League of 
Nations, and without prejudice to the applica
tion of Article 16 of the Covenant, the High 
Contracting Parties undertake to comply with 
the measures which the Council may prescribe 
with a view to : . . 

Proposal B. 

If, in the event of a threat of war, the Council, 
acting in virtue of the provisions of Article 11 
of the Covenant of the League of Nations, 
recommends the withdraw.al of the forces of one 
of the High Contracting Parties having pene
trated into the territory of another State or into 
a zone demilitarised in virtue of international 
treaties, the High Contracting Parties under-

fa) The withdrawal of forces having take to comply therewith without delay. 
penetrated into the territory of another Each High Contracting Party also undertakes 
State, or into a zone demilitarised in · to conform to any other recommendation which 
virtue of international treaties ; the Council may make to it with a view to 

(b) The withdrawal of naval forces reducing the threat of war or to ending it in 
h~yond certain geographical limits which so far as it does not consider such recommenda
WIII be fixed by the Council for this purpose, tion incompatible with its national security ; 
the naval forces of the two parties, however, in such a case, however, it shall at once inform 
retainin~ f.ullliberty of movement beyond the Council of the grounds for its refusal to 
those. hmits, and the prohibited zones comply with the recommendation. 
all~wmg o! th~ necessary communications 
bemg mamtamed between the various 
territories under the. authority of each 
party ; . 

. (c) The prohib.ition of military or civil 
aircraft of the High Contracting Parties 
concerned to fly over frontiers on or near 
which the Council shall think fit to take 
auch measure. 

If, on the frontier concerned there is no zone 
demilitarised in virtue of inter~ational treaties • 
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the High Contracting Parties further undertake 
to comply with other measures which the 
Council may prescribe to • prevent contact 
between the land or air forces, provided this 
does not involve the withdrawal of these forces 
further back than the exterior limits of the 
defence organisations of any. kind existing on 
the frontiers of the High Contracting Parties 
concerned at the time when the Council of the 
League takes these measures. 

Article 3. 

Proposal A. 

As soon as they shall have been notified of 
the measures decided upon by the Council in 
application of Article 2, the High Contracting 
Parties concerned shall take all steps to ensure 
their execution without delay. 

If, owing to special circumstances or to 
hostile acts by the other party one of the High 
Contracting Parties thinks,it necessary, it may 
inform the Council that it is postponing the 
total or partial execution of the prescribed 
measures until the arrival on the ·spot of the 
Commissioners instructed by the Council to 
supervise the execution of the measures which 
it has prescribed for the two parties. 

The High Contracting Parties undertake to 
grant these Commissioners all facilities for the 
performance of their task, whether on land or 
on board their respective naval forces. · 

The rules to be followed for the composition 
and working of Commissions of Control shall 
be embodied in executive regulations which 
shall be prepared by the competent organs of 
the League of Nations, so as to enter into force 
at the same time as the present Convention. 

Proposal B. 

H, in the cases provided for in Article 2 
above and for the purpose of satisfying itself 
that the prescribed measures have been carried 
out, the Council of the League of Nations 
decides to send representatives to the spot, the 
High Contracting Parties undertake to lend 
themselves to any action of the Council to this 
effect. 

Article J his. 

Proposal A. 

If any violation of the measures defined in 
Article 2 is noted by the Commissioners 
mentioned in Article 3 and continues in spite 
of the Council's injunctions, the Council shall 
notify the measures to be taken to put an end· 
to the said violation and the High Contracting 
Parties undertake to comply w_ith the recom
mendations it may make to them on this matter. 

Should . one of the parties concerned be 
guilty of a deliberate and persistent violation 
of the prescribed measures a!ld. open or re~ume 
hostilities without the ComffilsBIOners appomted . 
by the C~uncil finding the other party guilty 
·or a similar violation of the Council's prescrip-· 
tiona, the High Contracting Parties shall 
consider the action so taken as a flagrant and 
unprovoked act ()( ag~ession an~ as a resort 
to war within the meanmg of Artwle 16 of the 
Covenant. In such case they agree for their 
part to comply with the pr?visions of the said 
article as against the· otTendmg State. 

Article 4. 

In the cases referred to in Articles 1, 2 and 3, the High Contracting Parties undertake to act 
in accordance with the recommendations of the Council, provided that they are concurred in by all 
the members other than the representatives of the parties to the dispute. 
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Article 5. 

The provisions of the present Convention shall only. apply as between the High Contr.~cting 
Parties. · 

Article fJ. 

The present Conventien may not be interpreted as restricting the task or the powers of the 
Council of the League of Nations as laid down in the Covenant. . 

Articles 7 to 14 (Formal Clauses). 

ANNEX 2: 

(Extract from document A.71.1930.IX.) 

CONCLUSIONS REACHED BY THE THIRD COMMITTEE. 

EXTRACT FROM THE REPORT OF THE THIRD COMMITTEE TO THE ELEVENTH AsSEMBLY, 

· (tf The Committee is of opinion that, in principle, it would be advantageous to transform 
the model treaty into a General Convention to strengthen the Means of preventing War. 

(2) The Committee was unanimous in regard to the provisions given in Article 1 of the 
preliminary draft concerning the conservatory measures of a non-military nature which the Council 
may recommend the contracting parties to take. 

(3) With regard to Article 2 of the preliminary draft, the Committee considered that this 
article might embody provisions to ensure the integral application of Article 11 of the Covenant, 
with a view to the prevention of war by making binding on all contrac~ing parties the Council's 
recommendations for the avoidance of direct contact between the opposing forces, and for the 
avoidance or incidents at a time when relations between the States concerned in any dispute have 
become so strained that, in the opinion of the Council, there is a threat of war. 

(4) The Committee likewise considered that the Convention should provide for a supervision 
of the measures which, in the cases mentioned in Article 2, would be decreed by the Council 
(Article 3 of the preliminary draft). 

(5) Lastly, in view of the fact that the scheme was limited to the prevention of war, as 
mentioned in Article 11 of the Covenant, the Committee felt that it should be understood that the 
question of the methods of applying Article 16 of the Covenant would remain intact, and that, on 
the other hand, the proposed Convention would result in facilitating such application. 

ANNEX 3. 

COMMUNICATIONS FROM GOVERNMENTS ADDRESSED 

TO THE SECRETARY-GENERAL. 

[TraMlation.) 

I. 

cm.UIUNICATlON FROM THE AUSTRIAN GOVERNMENT. 
(April 24th, 1931.) 

I have the honour to request you to convey the following observations to the Committee : 

In the first pla~e, .the Federal Gover~ment wishes to state that it would heartily welcome the 
•'_1".-cetll of the neg?tJat!One for the c~nclusJOn or such a Convention, which it regards as particularly 
111e1J r:alculaU>d to mcrease the effectiveness of the work of the League for the maintenance of peace. 
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The discussio~s on_thi_s su~ject at the last Assembly made it plain that nearly all the Members 
of the League are m prmCiple m favour of such a Convention but that there were still differences 
of OJ?inion on two particul~ points - namely, the conservat~ry measures of a military character 
(Arttele 2) and the superv1s1on of the execution of the prescribed measures and the sanctions in 
the event of non-execution (Article 3). 
. ~t is on these particular points,. therefore, that the Federal Government desires to exprt>ss 
ItS VieWS. . 

As regar~s Article 2, the Federal Government is of opinion that proposal B, modified in 
accordance. With the ~mendments suggested by Great Britain and Germany- whereby the Council 
~ould be g1v~n the r1ght to recommend, not merely the withdrawal of the forces having penetrated 
mto the t~mtory ~f anothe~ State! but also the withdrawal of the military forces of a State 
concerned m the dispute behmd a !me drawn on that State's own territory - would answer the 
purpose of the Convention better than proposal A, since the Council should have as much freedom 
as possible in deciding on the measures to be taken for the preservation of peace. 

In the Federal Government's opinion, the creation of demilitarised zones would be one of the 
most effective means of preventing the outbreak of hostilities. 

With regard to the supervision of the execution of the measures prescribed by the Council, 
our Government is again in favour of proposal B for Article 3. In the Federal Government's 
view, the provisions of proposal A seem to go beyond the scope of the Covenant of the League, 
and have therefore very little chance of being accepted. Moreover, the possibility offered by 
proposal A to the States concerned, of postponing the total or partial execution of the measures 
prescribed by the Council until the arrival on the spot or the League Commissioners can hardly, 
the Federal Government thinks, be looked upon as conducing to the purposes or the Convention. 

Furthermore, the Federal Government does not think it necessary that the Convention should 
contain clauses prescribing sanctions to be applied to parties who have violated the conservatory 
meas.ures prescribed by the Council. For the present, the Covenant of the League seems to otTer 
adequate protection in this respect. 

Lastly, the Federal Government would express the hope that - inasmuch as the differences 
between proposals A and B for Articles 2 and 3 are differences not so much of principle as of detail 
- the Special Committee will be able do draw up a text acceptable to all parties. 

[Translation.] 

(Signed) Sc:!tOBE R. 

II. . 

COMMUNICATION FROM THE CHILIAN GOVERNMENT. 
(May 11th, 1931.) 

I have the honour to inform you that, according to the instructions which I have just received 
from my Government through His Excellency M. Jorge Valdes Mendeville, it will not be possible 
for Chile to be represented on the Committee appointed to study a draft general Convention to 
strengthen the Means of preventing War. 

· While thanking the Council for this invitation, the Chilian Government desires to state that 
it would not have been in a position to give its assent to a draft Convention which might increase 
the obligations arising from the Covenant in its present form, since this is contrary to its views, 
as it has already had an opportunity of explaining. 

[Translation.] 

• 

For His Excellency 1\1. Jorge Valdes-.\lendeville : 
(Signed) Enrique J. GAURDO. 

III . 

COMMUNICATION FROM THE DANISH GOVERNMENT. 
(May 5th, 1931.) 

As my Governmeni was unable to submi~ its suggestions or ob~ervations before the ~nd ?f 
April, it has instructed me to inform you tha~ 1t atta_che~ very great Importance to the subJect m 
question, but that the examination of the su~Ject which 1t u~dertook has not yet been complet~d. 
It reserves the right to submit its observatiOns or suggestiOns when the results of the Spec1al 
Committee's discussions are known. 

' However the Danish Government desires at present to point out that, in its opinion, it is 
of importanc~ that the draft which will be. submitted to t~e Assembly for th~ l_att_er's decision 
should, as far as possible, embody the exper1ence already gamed by the Counctl m.1ts efforts to 
prevent war and the risk of war. 

(Signed) William BoRBERG. 

IV. 

COMMUNICATION FROM THE FINNISH GOVERNMENT. 
· (April 20th, 1931.) 

[Translation.] 

. I have the honour to inform you that the Finnish Govern!"ent agrees in ~rinciple with the 
view or the Third Committee or the eleventh Assembly that It would be destrable to frame a 
general Convention to strengthen the !\leans of preventing \\'ar. In view, however, of the slow-
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· d 1 x nature of the machinery necessitated by general conventions and of the 
movmg an comp e · bl' d 1 r t' ex erience acquired hitherto as regard~ their e~ta . Ishment an genera !lPP ~ca I~n, . my 
G!vernment questions whether it is expedient, despite Its sympathy for the p~OJect m prmcip!e, 
to attempt to put the scheme into effect unless the Co_nventwn really constitutes an essential 
and practical contribution towards the means of preventmg war. . 

In examining in detail the material before it, the Finnish q.ove~nment canno~ refrru!l from 
pointing out that Article 1 of 'the draft of the Committee. on Arb1tratw_n and Secunt-y:, wh1ch the 
Third Committee of the last Assembly also adopted unan1mously, provides on!y for d1sputes that 
may arise between contracting parties. Article 11. of the Covenant and var~ous other passages 
of that instrument, however, provide for interventiOn by the League of NatiOns not only cas~s 
of dispute between Members of tbe L~ague. My q.overnment ventures, ~herefore, to subm1t 
for examination by the competent bod1es th~ quest10~ as to whe~her ~rtiCle 1 shoul~ not be 
amended. so as to comply, if necess~; mutatiS mutand~Y, ·to cases m :whwh the Leagues organs 
may have to take cognisance of a dispute or threat of war also affectmg non-member States. 

As regards Article 2 the Finnish Government concurs in the view lhat the measures 
recommended by the Cou~cil to prev~nt the situation fr?m becoming critical sho~I~1 to as great. 
an extent as possible, be compulsory m character. In VIe:W, ho":eve_r, of the pos~l~il1ty of States 
taking a different attitude towards such measures and the1r applicatiOn at the critiCal moment of 
8 threat of war the Finnish Government is of opinion that an equitable guarantee for the interests 
of the parties t~ the dispute presupposes that the application of those measures will be impartially . 
supervised and, further, that a State which considers· that the fact of complying with them 
essentially' comprises its military situation, should have the right, under the supervision of an 
external authority, to defer the application of such measures to a later date. Further, the Finnish 
Government considers that, in order that control may be effective, provision should be made for 
certain penalties to be applied subsequently in case of need. _ 

As regards Article 4 of the draft framed by the Committee on Arbitration and Security, the 
Finnish Government has no observations to submit, but, in connection with Article 5, it desires 
to repeat its observations concerning Article 1, to the effect that the procedure recommended in 
the draft Convention might, so far as it is relevant, apply also to disputes aiTecting States non-
members of the League of Nations. · 

(Signed) A. S. YRJo-KosKINEN. 

v. 
COMMUNICATION FROM THE GOVERNMENT OF THE IRISH FREE STATE. 

(April 28th, 1931.) 

The Minister for External Affairs instructs me to inform you that the Irish Government are 
in complete agreement with the general principle of the proposal made by the German delegation 
at the second session of the Committee on Arbitration and Security in 1928. They believe 
furthermore that a general convention drafted on the lines of the conclusions arrived at by the 
Third Committee of the eleventh Assembly (document A.71.1930.1X) would give a satisfactory 
measure of practical effect to the principle of the German proposal. 

It is apparent, however, that, within the limits of the conclusions arrived at by the Third 
Committee of the eleventh Assembly, there are wide differences of opinion as to·the methods to 
be adopted in the application of the general principle. The Irish Government apprehend, in 
addition, that these differences of opinion exist between Members of the League, which owing to 
~ographic~l and politic.al circumstances? may be thought to be .more directly and intimately 
mterested m the concluswns of a conventiOn such as that now proposed than the Irish Free State. 

Having regard to this latter consideration, the Government of the Irish Free State do not desire 
to submit any suggestions or observations to the Special Committee set up by the Council for the 
preparation of a draft general Convention to strengthen the Means of preventing War. They 
feel confident that any text in which the divergences of view referred to are reconciled to the 
satisfaction of the parties more immediately concerned will be such as to permit its ready acceptance 
on behalf of the Irish Free State. 

(Translation.] 

(Signed) Sean LESTER. 

VI. 

COM:\IUNICATION FROM THE SWEDISH GOVERNMENT. 
(April 25th, 1931.) 

. • •. . I sho~ld ~ike once ~ore to emp~asize the Royal Government's particularly keen 
mtere~ m the re_ahsatwn of the ~dea underlymg the propoaed Convention. The Swedish view 
~gardmg the. varwus clau~es o_f th1s agreement has been stated several times during the discussions 
m the ~ommittee on Arb1trat10n and Security a~d the Third Co~mittee of the Assembly. The 
Royal Gbeovdrnment may, however, offer observatwns and suggestiOns either when it receives the 
text to rawn up by the Special Committee or at the next Assembly. 
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.· _:'lle~while I may ~ake this opportunity to inform you that, in the Royal Government's 

opm~o!l, 1t would be d~~1rable for the Spe~i.al Committee to be able to discuss the question of the 
public1ty of the Counc_d s ~p~rts and de~IBlons. It seems obviously important that the Council's 
statemen~s on a questmn m dtspute and 1ts recommendations to the parties to the dispute shoul<l 
not be. w1thh~ld from the ~nowledge or. the public in any country, especially in those particular 
_countries wh10h are part1es to the dtspute. It should, I think, be possible to obtain from 
Governments a fo~al undert~king to ~ublish at a time of emergency the Council's statements 

. and reco~mendat1?ns re~ardin~ t~e dtspute, in order to give responsible public opinion att 
opportumty. of formmg an l~parttal Judgment on t~e substantive question. A clause to this eiTect 
could per~aps be e~bod~ed m the ~eneral ~onventm~ to strengthen the !\leans of preventing War. 

I_n this connectw_n, 1t wo'_lld, m my v1ew, be des1rable to go thoroughly into the more general 
qu~st~on of ~he functmn and mfluence of the Press during periods of international complications. 
It IS l~posstble to exagg~rat~ th~ danger that may aris_e in such cases from irresponsible Press 
?ampru~ns and t~e pubhcatmn m the . newspapers of maccurate or biassed reports regarding · 
mternatmnal relatmns, and real value m1ght attach to a formal condemnation of such journalistie 
methods by the Governments. I realise, of course,· how dangerous it is to give any impression of 
wishing to interfere with the principle of the freedom of the Press ; this principle is one of the 
foundations of Swedish public Jaw, and the Swedish Government holds that it should in no case 
be violated. At the same time, there are circumstances•in which aggressive propaganda against 
a foreign Power may take such oiTensive forms, and assume such a threatening character, as to 
constitute a real danger to peace. In such cases, the Council of the League, when endeavouring 
to settle the conflict, -should be able to discuss what steps can be taken to put an end to such 
propaganda. This idea has been suggested to me ·by the President of the Swedish Red Cross, 

• 

and I think it is worthy of consideration. · 
As ·a basis for the Specill.l Committee's discussions ~ have had certain clauses 'on the subject 

drafted. These might, if agreed to, be embodied in the Convention to strengthen the Means of 
prevent.ing War. They are as follows : -

1
' Article 4 (a). 

"The High Contracting Parties undertake to give wide publicity, in the cases referred 
to in Article 2 of the present Convention, to the Council's recommendations for the 
maintenance of peace and the settlement of the dispute, and to the statements on the dispute 
published by the Council. 

"They further undertake to enileavour, so far as their national laws permit, to suppress 
all verbal or written propaganda designed to preyent a peaceful settlement of the crisis." . 

·I should be obliged if you would kindly communicate this letter to the .Members of the League 
and the Special Committee. 

(Signed) RAMEL. 

ANNEX 4. 

PROPOSAL BY THE POLISH DELEGATION FOR ARTICLES 2, 3 

AND 3BJS. 

[ Transl~ion.] 

Article :!. 

If , in the event of a threat of war, events should occur which might constitute a violation of 
an int~rnational obligation, the Council shall call UJ:~On the ~igh Contracting Parties to put _an 
end to the said violations, and the High Contractmg Part1es undertake to comply therew1th 
without delay. · _ . . 

In the cases mentioned in Article 11, paragraph 1, of the Covenant of the League of Natwns, 
and without prejudice to the application of AJ;"licl~ 16 of the C_ovenant, the. H ig~ Contr!lcting 
Parties undertake to comply with the measu~es which the Co~!lc1l. may_ pre~cr1be Wl_th a v1e~ to 
the withdrawal of forces having penetrated mto a zone dem1htansed m v1rtue of mternatmnal 
tneaties. . . 

In the cases referred to in paragraph 1 of the present artiCle, the Council may : 

(a) If, on the frontiers con~erned, there are no. z~mes demilita_rised in virtue of 
international treaties fix in the temtory of each of them hm1ts beyond wh10h they undertake 
to withdraw and maintain their armed forces, provided this does not involve the withdrawal 
of the forces further back than : 

The exterior lines of the defence organisations of any kind ; · 
The natural lines of defence ; 
The means of communications and vital centres existing on the frontiers of the 

High Contracting Parties concerned at the time when the Council of the League of Nat ions 
takes the measures ; 
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(b) Recommend the withdrawal of naval forces beyond certain geograp_hical limits, 
which will be tixed by the Council for this purpose, t~e ~a val forces of the .t'Yo part1es, howev:er, 
retaining full liberty of movement beyond those hm1ts, and the prohibited z~nes. allowmg 
of the nceessary communications being maintained between the various terrJtorlCS under 
the authority of each party ; 

(r) Prohibit milit8.ry o~ civil aircraft. of the H_igh Contracting Parties concerned flying 
over frontiers on or near wluch the Counml shall thmk fit to take such measure. 

Article J, 

As soon as thev shall have been notified of the measures decided-upon by the Council in 
application of Article 2, the High Contracting Parties concerned shall take all steps to ensure their 
e.xecution without delay. · . 

If, owing to special circumstances, one of the High Contracting Parties thinks it necess.ary, 
it may inform the Council that it is postponing the total or partial execution of the prescribed 
measures until the arrival on the spot of the commissioners instructed by the Council to supervise 
the execution of the measures which it has prescribed. The High Contracting Part.ies undertake 
to grant these commissioners all facilities for the performance of their task, whether on land or 
on board their respective naval forces. . . 

The rules to be followed for the composition and working of Commissions of Control shall 
he embodied in executive regulations which shall be prepared by the competent organs of the 
League of Nations, so as to enter into force at the same time as the present Convention. ' 

Article Jbis. 

If any violation of the measures defined in Article 2 is noted by the Council and continues 
in spite of its Injunctions, the Council shall advise upon the means of all kinds necessary to ensure 
the execution of the present Convention. The High Contracting Parties shall in such case lend 
their assistance to the Council. 

ANNEX 5. 

Series of Publications: 1931.VII.6. Official No.: A.9.1931.VII. 

REPORT OF THE SPECIAL COMMITTEE APPOINTED TO FRAME A 
DRAFT GENERAL CONVENTION TO IMPROVE THE MEANS OF 

PREVENTING WAR. 

REPORT SUBMITTED BY Da. LANGE (Norway). 

Adopted by the Committee on May 15th, 1931. 

· The Special Committee appointed by the Council to pursue the study of a draft General 
Convention met at Geneva on l\lay 11th, 1931. It requested .M. Nicolas PoLITis, representative 
of Greece, to preside, and entrusted the duties of rapporteur to Dr. LANGE, representative of 
Norway. 1 

The Committee sat from May 11th to 15th. Before submitting its conclusions, it seems 
desirable to recall the Committee's terms of reference and the circumstances in which it was 
called upon to perform its task. _ 

In 1928, the Committee on Arbitration and Security, having before it suggestions from 
~he Ge_rman delegation relating to conservatory measures for the prevention of war, found it 
Jmposstble to fra_me anything more than a model treaty, and the Ninth Assembly expresse, 
the hope that tbts model might form a useful basis for States wishing to conclude a treaty o 
that nature. 

I~ 1929, on t~e p~oposal of the British delegation, the Tenth Assembly decided to ask the 
Commtt~ee on Arbttratmn. and Security to cgnsider the possibility of establishing a draft General 
Conventton on the broad hnes of the model treaty drawn up in the previous year. 

' The following took part in the Committee's work : 

M. Ilene MuRIGLI, France. 
J)r. Of,PPEilT, Germany. 
\'isrAunt Cr..:1L or CnBLwoou, Great Britain 
M. ).ieola• PoLITI•, Greece. · 
M. Jollil M nos, Guatemala. 
General Alberto DP. MARINIS STENDARDO Dl 

kiCHlLIANO, Jlaly. 

-
M. Nobumi ITo, Japan. 
M. RuTGERS, Netherlands. 
Dr. Christian L. LANGE, Norway. 
M. SoKAL, Poland. 
Seiior Lopez 0Ltv .\ IC, Spain. 
M. Ilia CnouMENKOVtTca, Yugoslavia. 
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The delegations represented on the Commit.tee on Arhit.ration and Set,urit.y wp.re nnahle 
to reac_h_ an agreement - more particularly on the questions relating to conserv~tory measureR 
of a mditary character and the ~eans of enforcing them. The various views maintained could, 
howe~er, be reduced to two mam currents of opinion, which, with certain reservations, we1·e 
subm1tted to the Members of the League in the form of alternative texts. 

T~I~ Third Committee of the Eleventh Assembly endeavoured to find some means of 
reconc1hng the advocates of these two texts. It became clear however that certain '' delicate 
questions of a techni~al_ natur~ " would ha~e to be gone into m~re thoroi;J.:hly before there coul<l 
be any hope of estabhslung a smgle text. I• or that reason, the Third Committee asked the Comu'il 
to appo_int a special committee to ~ontinue the study of the question, starting from the following 
conclusiOns drafted by a sub-committee of the Third Committee : · 

" 1. The ~o'!'mittee is of opinion th~t, in principle, it would be advantageous to tranform 
~he model treaty mto a General Conventwn to strengthen the !\leans of preventing \Var. 

"2. The Committee was unanimous in regard to the provisions given in Article 1 or 
the preliminary draft concerning the conservatory measures of a non-military nature which 
the Council may recommend the contracting parties to take. · 

"3. With regard to Article 2 of the preliminary draft, the Committee considered 
that this 11rticle might embody provisions to ensure the integral application of Article 11 
of the Covenant, with a view to tho prevention of war by making binding on all contracting 
parties the Council's recommendations for the avoidance of direct contact between the 
opposing forces, and for the avoidance of incidents at a time when relations between the 
States concerned in any dispute have become so strained that, in the opinion of the Council, 
there is a threat of war. 

"4. The Co~mittee likewise considered that the Convention should provide for a 
supervision of the measures which, in the cases mentioned in Article 2, would ·be decree<! 
by the Council (Article 3 of the preliminary draft). • 

"5. Lastly, in view of the fact that the scheme was limited to the prevention of war, 
as mentioned in Article 11 of the Covenant, the Committee felt that it Should be understood 
that the question of the methods of applying Article 16 of the Covenant would remain intact, 
and that, on the other hand, the proposed Convention would result in facilitating such 
application." 
On the basis of these conclusions and the observations submitted by various Governments, 

which are appended to the Minutes of its meeting, the Special Committee appointed by the Council 
proceeded to reconsider the preliminary draft General Convention drawn up by the Committee · 
on Arbitration and Security, and endeavoured to reconcile the opposing views . 

• • • 
The draft Convention framed by the Committee was adopted unanimously by the members 

present, with certain reservations which will be stated in this report. The Japanese delegation 
abstained from voting, giving its reasons in a statement which is recorded at the end of the Minutes 
of the fifth meeting. 

We shall analyse below the machinery of the proposed Convention and present such 
observations as the Committee feels called upon to offer in explanation of the text it has drawn up. 

The Committee had in view two essential aims : to afford those States which might think 
it desirable an opportunity of signing undertakings which would increase, so far as is at present 
thought possible, the efficacy of the means of preventing 'Yar which ~re pla?e~ at _the Council's 
disposal by the Covenant of the League, and at the same tm1e to av01d restrwtmg 111 any degree 
the powers conferred upori the Council by the Covenant. 

To promote the· first of these aims, the Committee thought it advisable to base the obligations 
in the General Convention on the principle of Article 5 (Article 4 of the preliminary draft framed 
by the Committee on Arbitration and Security). According to this article, the Council's decisions 
and recommendations regarding conservatory measures of a military or a non-military character, 
the supervision of the measures of a military character, and the means upon which, in the event 
of any violation, the Council might decide to ensure _the exe?ution of the Convention, would be 
binding on the parties to the dispute except as otherwise prov1ded, so long as they were concurred 
in by all the Members other than the parties to the dispute. 

To meet the second consideration, the Committee not merely retained the old Article 6 
of the preliminary ~raft of th~ Committee on _Arbitration and ~ecurity (A~,icle 8 of_ th_e draft 
Convention), accordmg to whw_h the Conventwn rna~ not be _mterpret_ed as restrwt•.~g the 
task or the powers of the Council of the League of Natwns as la1d down m the Covenant ; but 
~bought it advisable to lay d~wn that_the conse':"a~ory measures of a milit~~ c~aracter define~ 
m Article 2 should be prescribed "Without preJudiCe to the ot~er ~o~ers whwh the Counml 
derives from Article 11 of the Covenant. The proposed ConventiOn IS m no case to be regarded 
as limiting those powers. . . . . . 

The Committee must lay particular stress on th1s Idea because 1t real1ses perfectly well the 
limitations or the text it has prepared. It did not seem possible to ask the States to accept more 
extensive obligations in a general convention. But whereas, in the matter of conservatory 
measures, the contracting parties will not be leg_ally boun~ except by the obligations in the 
Convention, there can be no doubt that they may, If they thmk fit, themselves agree or propose 
to the Council to take other measures "that may ·be deemed wise and effectual to safeguard 
the peace " and "the good understanding between nations upon which peace depends". 

Moreover, although the draft represents only a modest advance in the direction of means 
of preventing war, the Committee desires to emphasise its practical importance and cherisht>s 
the hope that, in the future, this first step may be followed by other and more important steps. 
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Ad TiJII' and Preamble of the Convention. 
In view of the limited scope of its proposals, the Committee suggests that the tit~e of th~ 

Convention should be altered. The title "General Conventio!l to Improve the 1\ eans o 
Preventing War" seems fairly to represent the substance of the art1cles of the draft. 

The Committee also proposes that the first paragraph of the Preamble should be worded as 
follows : 

"Being sincerely desirous of developing mutual confidence by increasing the efficacy 
· of the means of preventing war . . ." 

Ad Article I.- Conservatory Measures of a Non-military Character. 

As in the p~eliminary _draft drawn up by the Committee on !\rbitration and Security, Article 1 
of the Convention deals w1th conservatory measures of a non-military character. . 

The Committee has added to the first paragraph of the preliminary draft of the Comrmttee 
on Arbitration and Security, to which only slight drafting amendments have been made1 a s_econd 
paragraph which received general approval when proposed by the Netherlands delegation m the 
Third Committee of the last Assembly. According to this paragraph, the Coun~il "s~all fix the 
period of duration of these conservatory measures" and "may extend th1s per1od sho,uld 
circumstances render it necessary". . 

On this question of the duration of the measures, the Committee shares the view expressed 
in. the report of the Com~ittee on ~rbitration a~d Secu_rity that it would ~e imp?ssible in a gen~ral 
convention to fix a max1mum period of duratiOn whiCh would be apphcable m all the poss1ble 
contingencies, since these might take the most varied forms. It must be left to the Council's 
judgment to fix the period, and the Council must be able to extend it should circumstances render 
it necessary. • · 

, Ad Article 2.- CoMI!rvatory Measures of a Military Character. 

The first question which the Committee had to consider was that of the sphere of appli
cation of the Convention as regards conservatory measures of a military character. Should 
they apply to cases of war and threats of war which are referj'ed to in the first paragraph of 
Article 11 of the Govenant, or should they only apply to cases of a threat of war ? During the 
exchange of views which took place in this connection in the Committee, it was pointed out that, 
as it was a question of conservatory measures intended to prevent war, it would appear somewhat 
illogical that the Convention should apply in the case of war. Three articles o'f the Covenant 
deal v.ith the case of war- Articles 11, 16 and 17. The powers and duties of the Members of the 
League and of the Council are defined in these articles, which will be applied should occasion arise. 
The Committee accepted this point of view and decided to refer in Article 2 only to the case of a 
threat of war. 

The Committee thought it advisable to limit the conservatory measures provided for in 
Article 2: (1) to the withdrawal of the land or naval forces having entered the territory or waters 
of a contracting party or a zone demilitarised in virtue of international agreements, and (2) to 
the fixing by the Council, if it thinks necessary, of lines which must not be passed by the land, 
naval or air forces of the parties to the dispute and, where necessary in order to avoid incidents, 
by their civil aircraft. - · 

The measures of the first category are dealt with in the first paragraph of Article 2. It 
was understood that those measures should be taken without delay. In this provision, the 
words "waters of a contracting party" are not to be interpreted in their technical sense. The 
point is to deal with a threat of war and consequently to prevent the immediate danger of an 
armed conflict. Furthermore, although air forces are not expressly mentioned in this paragraph, 
it goes without saying that they must withdraw in the same manner as the land or naval forces 
which they have accompanied. · 

. The measures of the second category are dealt with in paragraphs 2, 3, 4 and 5 of the said 
art~ele. 

It is obviously impossible in a general convention to lay down stipulations providing for 
all the particular cases which may arise. The Council will determine within the limits of the 
Con~ention the details of. the measures which it may prescribe. It will only recommend to the 
part1es measures which are useful and practicable . 

. With regard to these measures, the French delegation explained that the "necessity "referred 
to m the second paragraph of Article 2 relates to the impossibility of contacts between the armed 
force~, and that the existence of a zone demilitarised in virtue of international agreements is 
suffi01e!lt to answer to this necessity. The German delegation stated that it was "necessary" 
to av01d, not only contact between the armed forces but also " incidents " of all kinds on the 
frontiers of the contracting parties concerned. ' · 

As regards civil aircr~rt, the Committee only p'rovided for the prohibition, a~ far as might 
he necessa.ry, o~ the crossm_g by civil aircraft of the parties to the dispute of the lines fixed by 
the Counc1l. Naturall_y, this cla~se does 1_1ot affect each party's right, notably in case of a threat 
of war, to announce, m conform1ty with existing regulations that it forbids foreign aircraft to 
fly over certain zones of its territory. ' 

As re~ards the actual fixing of th~ lin_es which the forces must not pass, the Committee proposes 
the ~ollowmg p~ocedure : ~h_e Counc1l Will endeavour to fix them in common agreement with the 
part1es to the d1spute. Faihn~ such an agreement it shall fix them with the consent of the party 
whose force• are affected, prov1ded always that this does not involve the withdrawal of the forces 
further ~ack th~n the exterior lines of the defence organisations existing on the frontier of the 
contractmg partie& concerned at the time when the Council takes its decision, and that the lines 
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do not invo~ve the abandonment of any other work, position or line of communication esscnt.inl 
to the security o~ the supplies_ ~r the party concerned. The Committee was of opinion that the 
formula ."essential work, pos1t10n or line of communication " was sufficiently wide to include 
naturall~nes of defence and vital points. . · 

In Vlew of the fact that A!ticle 2 applies to the case of threats of war, and that the Coundl 
mus~ therl_!fore take u!gent act10_n, th~ C~nve~tion lays_do~\'n that it shall in every case rest with 
the Lonnc1l to determme the period w1thm whiCh the sa1d hnes shall be tixed under the conditions 
specified above. 

On the German delegation's proposal, the Committee decided to add to Article 2 a last 
parag~aph und~r which th~ contracting parties agree to give strict orders to the commanders 
of their forces, •.f the C~uncli so r~commends, to take all necessary precautions to avoid incidents. 

The Committee thmks that It has thus solved as far as possible the dilficulties which have 
prevent~d the Com~ittee o~ Arbitration and Security from reaching a single text. 

In 1ts observatiOns, whiCh have been forwarded to the Committee the Austrian Government 
pointed out that "the creation of demilitarised zones would in its op'inion constitute one of the 
most effective means of preventing the outbreak of hostilities ". The British delegation expressed 
jts sumpathy with this point of view. But the Committee considered that it could not propose 
the generalisation of the system of permanent demilitarised zones in a general convention. It. 
did not think it possible to recommend measures going further than the creation of a temporary 
demilitarised zone, subject to the conditions laid down in Article 2. It will always be open to two 
parties to create between them by agreement a demilitarised zone. 

Nor did the Committee think it advisable to lay down in the Convention other conserva· 
tory measures than those indicated above. lt thought that the Convention should be limited 
to the measures which in case of danger of war would appear the most urgent. The Polish 
delegation would have wished that it were possible to insert in the Convention another category 
of conservatory measures. Its proposal not having been accepted, the Polish delegation asked 
that" the following declaration should figure in the present report : 

"The Polish delegation proposed in its communication of !\lay 11th, which was circulated 
to you at the beginning of our proceedings, that, in case of a threat of war, the Council should 
be able to recommend in the first instance to the contracting parties concerned that they 
should immediately put an end to any violation of an international obligation. The draft 
Convention prepared by the Drafting Committee provides only for certain particular cases 
of a flagrant breach of international engagements and gives the Council the necessary powers 
to put an end to violations of this kind. The Polish delegation desired to go further in this 
direction by authorising the Council to intervene in all cases of a violation of an international 

· obligation, if this violation could constitute a peril to world peace. Our proposal met with 
the support in principle of nearly all the members of the Committee and was referred to the 
Drafting Committee. 

" In the latter Committee, the Polish delegation found that the wording of this proposal 
seemed to the members of the Drafting Committee to have too general a character. By 
way of compromise, it therefore restricted the scope of its suggestion by specifying that 
it referred particularly to obligations connected with disar'!lament, these being of primary 
importance for the maintenance of peace. Despite this modification, and although the 
principle of our proposal was hardly contested by anyone, the Drafting Committee carne to the 
conclusion that the present Convention, which only constitutes a first and modest step towards 
the development of the means of preventing war, could not include the idea which we had 
suggested. In the Drafting Committee's opinion, our proposal might be taken into 
consideration later and on another occasion. 

"The Polish delegation continues, however, to think that the problem referred to in 
its proposal is of capital importance from the point of view of the prevention of war and 
of the maintenance of international order and that it should have constituted the pivot of 
the whole Convention, the other provisions having only a supplemeutary character. The 
text of the Convention which has been submitted to us by the Drafting Committee and whid1 
contains no trace of our suggestion cannot therefore be regarded by our t;overnment as a 
truly effective means of preventing w_ar. Th~ provisio~s w~ich "r)'e have bef?re us do not 
appear to improve the present state of mternatwnal se?ur1ty, smce they_ do nothi~g more than 
consecrate the methods which have already been applied by the Councll and whiCh would be 
better placed in regulations. rel~tive to the Council's actio~ in preven_ting the. co.ntact ~f the 
troops of adjacent countries m t1mes of a threat of war. Tins observatiOn apphes m partiCular 
to Article 2, which contains, for example, a paragraph introduced on a German proposal and 
worded as follows : · 

" • The H i.gh Contractin_g Parties further agree to give strict orders to the. cornmande_rs 
of their forces, if the Counml so recommends, to take all necessary precautiOns to avn11l 
incidents.' 

"By inserting in the Conv~ntion provision~ which are so self-evi~ent and which n~e 
the outcome of previous obligatJOns, the ex_e?utwn o_f the_ Pact of Par1s, a~ong others, It 
unintentionally subordinated to the new conditiOns, whiCh w11l perhaps not be without harmful 
effect on the prestige of these ob~igations. . . • . . · 

"\Ve do not desire to contmue the d1scusswn on the subject, for th1s would unduly 
prolong our proceedings, which, accordin~ t~ the general desire, are ~o conclude to-n~orrow. 
The Polish delegation nevertheless feels 1t 1h duty to declare that 1t r£'serws the r•ght t n 
raise the s~me question again at the Assembly of the League of :'\ntions and at the 
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· ment Conference. We shall then revert to our proposal ; for we are. conyinced 
~I=~:f a convention giving special powers to the C~uncil to prevent the .vwlatwn of 
:nternatronal obligations can constitute a reallY: useful mstrument ~or ~he ma.mtenan~e of 
peace and bring about an appreciable progress m the general orgamsatiOn of mternatwnal 
security." · 

Th y oslav delegation endorsed the Polish delegation's point of view in so far as con~e~ns 
d' r aeme~r obligations and the French delegation, while expressing its regret that no provisiOn 
wi:~I;F he inserted in the text of the Convention concerning the re~p~ct of the status ?f armaments 

lt'ng from international obligations accepted the general opmwn of the Committee that the 
re::Stiion was foreign to the purpose of the Convention. T~e British deleg~tion stated ~hat, wh~le 
~ considered that the Polish propos.al co~ld find no place m t~e ~onventJO? as c:once1ved by It, 
it desired to express its sympathy with this proposal, the exammatwn of whiCh m1ght usefully he 
resumed on another occasion. · 

Ad A rtide .1. - SupPr~ision. 

The Committee was able to arrive at a single text in regard to the supervision of the 
execution of the measures laid down by the Couqcil. Agreement was reached between those 
in favour of supervision in all cases and t~ose in favour of .supe~vision only in c~ses .where t~is 
was considered expedient by the Council, on the followmg lines : the Council Will appomt 
commissioners for the sole purpose of verifying on the spot the execution of the conservatory 
measures of a military character recommended by it under the conditions specified in Article 2, 
either if it thinks fit or if one of the parties to the dispute so requests. · 

In order to afford any parties which may consider it necessary, a guarantee that the. measures 
will be supervised, and at the same time to prevent one of the parties from unnecessarily delaying 
the execution of those measures by alleging that the commissioners have not arrived on the spot, 
the Committee proposes : (1) That the request that commissioners should he sent may not he 

, made by a party after the Council has taken one of the decisions referred to in Article 2 ; and 
(2) that, in arranging for the execution of the measures prescribed, the Council may, on the 
application of a contracting party a party to the dispute, accompanied.hy a statement of reasons, 
arrange for this execution to coincide, as far as it considers this necessary, with the arrival of the 
CO!fimissioners on the spot. . 

In order to take into account the legitimate pre-occupations of national security, it was 
decided that the inspection of the commissioners on the spot should he carried out for the sole 
purpose of verifying the withdrawal of the forces. They may not inspect military works or 
establishments for any other purpose, and naval or air bases will in every case he exempted from 
this inspection. 

For the purpose of furnishing supplementary guarantees to the contracting parties and 
also with a view to the rapid application of the measures o{ supervision, if necessary, it is proposed 
that the rules to be followed for the constitution and working of commissions of control should 
he embodied in executive regulations which will he prepared by the competent organs of the 
League so as to enter into force at the same time as the present Convention. 

Ad Article 4. -· Sanctions. 

. The question of sanctions had been an even more serious obstacle than the question of 
supervision to the acceptance by the Committee on Arbitration and Security of a single text. 
The present Committee distinguished between two kinds of sanctions : (1) sanctions intended 
to ensure the execution of the Convention in cases where a contracting party violated the ' 
conservatory measures of a military character which it had undertaken to accept in accordance 
with Article 2, and (2) sanctions applicable to cases of recourse to war resulting from this violation. 

A.s regards the measures to he taken in the first case, the Polish delegation proposed the 
fullowmg.text :_ "l! a~J ':io.Iatio~ of the measur~s defined in. Article 2 is noted by the Council 
and contmues m sp1te Its IDJUnctwns, the Council shall consider what means of all kinds are 
~ecessary to ensure the execution of the present Convention. The High Contracting Parties shall 
m such case lend their assistance to the Council." 

.In the second case (resort to war following the violation of the conservatory measures of 
~ Iml~tary character), . the French delegation proposed to the Committee on Arbitration and 
Seeurit¥ a text provulmg that, under certain conditions; the contracting parties would consider 
the actiOn so taken as a flagrant and unprovoked act of aggression and as a resort to war within 
the meaning of Article 16 of the Covenant. 

The Co~mittee adopted a compromise proposal made by the British delegation to delete 
fro!l' the Pohsh proposa~ t.he clause to the ~!Tee~ that the contracting parties would lend their 
assis~ance to ~he Council m the event of viOlatiOn maintained despite its injunctions and to 
p~ov1~e that, 1~ war b.roke. out as a consequence of this violation, they would regard 'the said 
vwlati?n as prrm.a {acte evidence that the guilty party had resorted to war within the meaning 
of A rtu;le 16 of the Covenant. . 

In BP_eaking. of pr!m.a .facie evidence (presomption), the Committee had in mind a mere 
J•l'f·•u~ptu~n (fJTPsomptwn stmple) which does not preclude proof in refutation. · 

1 he :-.ietherla~da delegatiOn pointed out that two different views might be taken of this 
l~lt~!r propoKal : e.Ither that the J:~rovision increased the obligation laid down in Article 16 of the 
C-<•Hnunt ur that It left the question of the application of that article intact. 
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ln the llrst case, the Netherlands delegation held that this provision would not be in 
conformity with Article 16 of the Covenant, which left Members of the League free to decide 
whether the Covenant had been violated. In the second case, the Netherlands delegation was 
of ~pinion t~at a provision of this kind should not he incorporated in the Convention, but might 
be mserted Ill the Preamble, preferably in the form adopted in the conclusions of the Third 
Committee of the Assembly, which considered "that it should be understood that the question 
of the methods of applying Article 16 of the Covenant would remain intact, and that, on the other 
band, the proposed Convention would result in facilitating such application ". 

The British delegation pointed out, and the Committee, v.ith the exception of the 
Netherlands delegation, agreed with this view, that the text proposed by it, in the event of war 
following on a violation oCthe conservatory measures, fully met the wishes !'xpres~ed by the 
AsHembly. On the one hand, the question of the methods of application of Artide 16 of the 
Covenant was left intact. In the case of resort to war, the Members of the League had the powl'r 
and the duty to decide whether the obligations laid down in the Covenant bad been violated. 
On the other band, it could not be said that, if war broke out as a consequence of a violation of, 
the obligations freely undertaken by a party in the proposed Convention, this violation did not 
furnish evidence - "prima facie evidence " to use the legal term - that the said party hod 
resorted to war within the meaning of Article 16 of the Covenant. The Committee considered 
that the adoption of this provision would make it possible to give States parties to a dispute a 
solemn warning of the consequences of any ill-considered action on their part. By inserting 
the second paragraph in Article 4 of the Convention, the Committee would appear to have complil'li 
with the task entrusted to it by the Assembly : to leave the question of the methods of application 
of Article 16 of the Covenant intact and to make it clear that the proposed Convention would 
facilitate this application. 

The Netherlands .delegation made a reservation in regard to this second para~aph. The 
·German delegation stated that it was reluctant to borrow the term "prima facie evidence", 
used in civil procedure, for the purpose of inserting it in the text of an international convention. 
It was afraid that the result would be to "mechanise" the system laid down in Article 16 of 
the Covenant. 

Ad Article 6. - Question of the Publicity' of the Proceedings, Decisions and Recommendation.~ of 
• the Council. 

The· Swedish· Government, in the observations which it forwarded to the Committee, drew 
up the following draft article as a basis for discussion : 

"The High Contracting Parties undertake to give wide publicity, in the cases referred 
to in Article 2 of the present Convention, to the Council's recommendations for the 
maintenance of peace and the settlement of the dispute, and to the statements on the dispute 
published by the Council. · · . 

"They further undertake to endeavour, so far as their national laws permit, to supprt>ss· 
all verbal or written propaganda designed to prevent a peaceful settlement of the criHis." 

The Committee thought it desirable to retain the suggestion in the first paragraph of the 
Swedish proposal with certain modifications. It desired in particular to leave it to the Council 
to decide on the information in regard to which it would be desirable to ensure publicity. The 
essential object of the article is to prevent public opinion's receiving information from one side 
only. 

As regards the proposal contained in paragraph 2, the Committee .considered that it could 
not be inserted in the Convention in view or the wide diversity between national Press laws and 
the absence of common legislation. 

The Committee suggested that the question might be laid before t.he Assembly, and tlall 
Polish delegation submitted the following recommendation : 

"The Special Committee, _. . . . . .. 
"Being aware or the danger _whwh, m the ~v~nt o~ an ·~ternatwnal cr1s1H, may arisP. 

from irresponsible Press campa1gns and pubhc1ty g•ven m the Press to inaccurate 
or tendentious information ; · 

" Recognising that aggressive propaganda against a foreign Powllr may in cP.rtain 
circumstances constitute a veritable threat to the peace of the world : 

.. Requests the Assembly to consider this problem and examine the pos~ibilitiPS or finding 
a solutjon." 

Article 7 rP.ads M follows : · 

"The provisions of the present Convention shall only apply as between the High 
Contracting Parties." 

The Finnish Government noting that " Article 11 of the Covenant and various other passages 
of that instrument also provide for intervention by the League or Nations in disputes not confined 
to Members of the League ", proposed to submit for examination "the qu~stion as to whethe_r 
Article 1 (of the draft Convention) should not be amended so as to _apply 1f ne~essary, mutat1.~ 
mutandis to cases in which the League's organs may have to take cogmsance of a d1spute or threat 
of war ~)so affecting non-member States" .. Further, in connection with Article 5 of the 
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reliminary draft of the Committee on Arbitrat~on and Secu.rity (Article? of the ~raft Convention!: 
fhe Finnish Government " desired to repeat 1ts observatiOns concernmg Artwle 1 : · · 

Obviously, it is legally impossible for the provisions adopted between the contractmg S.tates 
to have effects in regar~ to third States, whether Me.mbers of the_ League or not. The Committee, 
however, desires to pomt o~t that the case of a d1spute affec_tmg a State not a member of the 
League is referred t.o in Artwle .17 of the Covenant and that, moreo.ver, Stat~s not members of 
the League may if they so des1re, accede to the proposed ConventiOn. Art_JCle 9 of the draft 
put forward by the Committee provides for the 'communication of the ConventiOn to non-member 
States. They may either sign it (Article 9) or accede to it (Article 11). 

Ad Article 1:!. 

The Committee did not think itself authorised to indicate the number of Members of the 
League of Nations or non-member States whose ratifications or accessions would be necessary 
for the entrance into force of the Convention. In its opinion, it is for the Assembly to take a 
decision on this point. 

Ad Article U. 

The last paragraph of Article 14 regarding the efTects of a denunciation of the Convention 
by a contracting party is based on precedents on this point. - . . . 

The British delegation expressed the opinion that the text of this paragraph should be taken 
to mean that such denunciation will only affect the rights and duties under this Convention of 
the party denouncing, but, with respect to that party, will put an end to all such rights and duties 
one year after the date of denunciation. The Committee unanimously accepted this interpretation . 

• • • 
The Committee ventures to express the hope that the Members of the League will think 

it desirable to give their delegates to the Assembly the necessary instructions to decide on the 
text of the draft General Convention. Governments which are disposed in principle to accept 
it will no doubt also consider that it might be advisable to give their delegates the necessary · 
powers to sign the Convention, should it. be approved by the Assembly. 

ANNEX 6. 

DRAFT GENERAL CONVENTION TO iMPROVE THE MEANS 
OF PREVENTING WAR. 

[Names of the High Contracting Parties.] 

Being sincen:Iy desirous of developing mutual confidence by increasing the efficacy of the 
means o~ preventmg war, · . 

Notmg tha~, .fo~ this purpose, th~ .task of the Council of the League of Nations in ensuring 
peace and conmhat10n m1ght be famhtated by undertakings assumed voluntarily in advance 
by the States, , 

.Have ~e<;ided to .conclude a Convention and have for that purpose appointed as their 
plempotenhanes : . · 

[Designation of Plenipotentiaries.] 

Who, having deposited their full powers found in good and true form, have agreed as follows : 

·Article 1. 

and'{!~ H~gh ~:~a,ctingtarties ~ndertake, in the ~vent of a dispute arising between them 
vato J roug e ore t e.~ouncll.of the League of Nations, to accept and apply the conser
Gour~l ae~ure~ of a ndon-mlll~ary nature relating to the aubstance of the dispute which the 
of :'<iati~llllc ;::: m accor ar:r :Whth t~e powers conferred upon it by the Covenant of the League 

• Th ~ ~ recommen Wit a VIew to preventing the aggravation of the dispute 
thia pe~od ~~~~~dsh~ll fix tthe perioddof ~uration of these conservatory measures .. It. may extend 

ctrcums an cas ren er tt necessary.· · 
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Article 2. 

· In the event.of a threat of war, the High Contracting Parties, parties to the dispute shall com ply 
without delay With such measures as the CoWlcil, acting in virtue of the provisions of Article 11 
of the Covena!lt of the Leagu': of Nations, and without prejudice to the other powers it derives 
from that article, may prescribe to ensure the withdrawal of the land or naval forces of that 
High Contracting Party which has entered the territory or waters of another High Contracting 
Party, or a zone demilitarised in virtue of international agreements. 

Further, sh~uld the Council deem it necess~ to fix lines which must not be passed by their 
land, I_Iaval or rur ~orces an_d, where necessary m order to avoid incidents, by their civil aircraft, 
the High Contractmg Parties undertake to comply with the Council's recommendations in this 
matter. 

The_ lines referr~d to in the previous paragraph shall, if possible, he fixed by agreement with 
the parties to the dispute. . · 

Failing such agreement, the Council shall fix the lines with the consent of the party whose 
forces are affected, provided always that this does not involve the withdrawal of the forces further ' 
back than the exterior lines of the defence organisations existing on the frontier of the High 
Contracting Parties concerned at the time when the Council of the League of Nations takes its 
decision, and that the lines do not involve the abandonment of any other work, position or line 
of communication essential to the security or the supplies of the party concerned. 

It shall in every case rest with the Council to determine the period within which the said 
lines shall be fixed under the conditions specified above. 

The High Contracting Parties further agree to give strict. orders to the commanders of their 
forces, if the Council so recommends, to take all necessary precautions to avoid incidents. 

Article 3. 

The Council shall, if it thinks fit, or if one of the parties to the dispute so requests before 
the Council has reached any of the decisions referred to in Article 2, appoint commissioners for 
the sole purpose of verifying on the spot the execution of the conservatory measures of a military 
character recommended by the Council under the conditions specified in the preceding article. 

When regulating the execution of the measures it has prescribed, the Council shall, at the 
reasoned request of a High Contracting Party which is a party to the dispute, cause that execution 
to coincide with the arrival of the commissioners on the spot, so far as it may think necessary. 

The High Contracting Parties undertake to afford these commissioners every facility for the 
performance of their duties. 

. The commissioners may not make a more extensive inspection than is necessary to enable 
them to carry out the duty defined in paragraph 1. Nor may they make any inspection of a 

. naval or air base, nor may they inspect military works or establishments for any purpose other 
than to verify the withdrawal of the forces. 

The rules to be followed for the composition and working of commissions of control shall 
be embodied in executive regulations which shall be prepared by the competent organs of the 
League of Nations so as to enter into force at the same time as the present Convention. 

· Article 4. 

If any violation of the measures defined in Article 2 is noted by the Council and continues 
in spite of its injunctions, the Council shall consider what means of all kinds are necessary to 
ensure the execution of the present Convention. 

Should war break out as a consequence of this violation, such violation shall he regarded 
by the High Contracting Parties as prima facie evidence that the party guilty thereof has resorted 
to war within the meaning of Article 16 of the Covenant. 

Article 5. 

Iri the cases referred to in Articles 1, 2, 3 and 4, the Council's decisions and recommendations 
shan, except as otherwise provided in those articles, be binding for the purposes of the present 
Convention, provided that they are concurred in by all the Members other than the parties to the 
dispute. 

Article 6. 

The High Contracting Parties undertake to provide, by means at their disposal, such publicity 
as the Council may recommend for its proceedings, decisions and recommendations when a dispute 
is brought before it in the cases c?ntemplated by the present Convention. 

Article 7. 

The provisions of the present Convention shall only apply as between the High Contracting 
Parties. 



Article 12. 
A proces-verbal shall be drawn up by the Secretary-General of the ·League of Nations as 

soon as ratifications or accessions on behalf of ..•• ; • Members of the League of Nations or non-
member States have been deposited. . . . 

A certified copy of this proces-verbal shall be sent by the Secretary-General of the League 
of Nations to each Member of the League of Nations and to each non-member S~ate mentioned 
in Article 9. · ' 

Article 13. ·- . The present Convention shall enter into force on the ninetieth day after the date of the 
proces-verbal mentioned in Article 12 as regards all Members of the League of Nations pr non
member States on whose behalf ratifications or accessions have been deposited on the date of the 
proces-verbal. ' · . 

As regards any Member of the League or non-member State on whose behalf a ratification · 
or accession is subsequently deposited, the Convention shall enter into ·force on the ninetieth 
day after the date of the deposit of a ratification or accession on its behalf. 

Each of the High Contracting Parties shall have the right to inform the Secretary-General 
of the League of Nations at the moment of the deposit of his ratification ·or of the notification 
of his accession, to the exclusion of all other reservations, that he makes the entry into force 
of the Convention, in so far as he is concerned, conditional on ratification or accession on behalf 
of certain countries named by him. - · 

Article U. 
The present Convention may not be denounced before the expiration of five years from 

its coming into force in accordance with Article 13. · 
Denunciation shall be effected by a notification in writing addressed to the Secretary-General 

of the League of Nations, who shall inform all Members of the League of Nations and the non-· 
member States mentioned in Article 9. ' 

Each .denunciation shall take effect one year after the receipt by the Secretary-General 
of the notification, but only as regards the High Contracting Party on whose· behalf it haa been 
notified. · / · ' · 

Article 1/i. 
The p~se!lt Conven~ion shall be registered by the Secretary-General of the ,League of Nations 

as aoon aait has entered mto force. · · · 

Article 16. 
The French and English texts of the present Convention shall both be authoritative. 

1!'1 FAITH WHEREOF the above-mentioned Plenipotentiaries have signed the present Convention. 

DOJ~_E at ...... ; ..... _on the .•..•.•....• in a single copy, which shall be deposited in 
the archiv~a of the Secretar1st of the League of Nations, and of which certified true copies shall 
be transm1tted by the Se?retary-General to all the Members of the League· of Nations and to any 
non-member State to which. the.Council of the League of Nationa has decided to communicate a 
copy or. the present ConventiOn, m accordance with Article 9. · · 
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INTRODUCTION. 

I 

I 

7 

At its eleventh session (meeting of September I7th, I930) the Assembly adopted the following 
resolution: . . 

• The Assembly, 
• Having noted with keen· satisfaction the resolution adopted at Geneva on September 

8th, I9JO, by the representatives of the European Governments Members of the League of 
Nations; 

• Being convinced, as they are, that close co-operation between the Governments of 
Europe in every field of international activity is of capital importance for the preservation 
of peace; 

• Sharing their unanimous opinion that such co-operation, whatever form it may assume, 
should be within the framework of the League of Nations, in complete accord with the League 
and in the spirit of the Covenant: 

• Invites the Governments of the European States Members of the League of Nations, 
acting, with the assistance of the Secretariat, as a Commission of the League, to pursue the 
enquiry which has already been begun, and of which the French memorandum of May I7th, 
I9JO, and the replies thereto constitute the first elements; · 

• Reminds them that, in so far as such co-operation may seem to them to be useful for 
the pursuit of their enquiry, it is open to them to conduct this enquiry in conjunction with 
non-European Members and with non-member Governments; 

• And requests that the first results of this enquiry should, in so far as is possible, be 
embodied in the form of definite proposals in a report which should be prepared in time to 
allow of its submission to the next Assembly." 

Immediately after the adoption of this resolution, the President of the Assembly made the 
following statement: 

• I ani sure that I am expressing tlie unanimous opinion of the Assembly in adding that 
those States Members of the League which are not represented on the Commission just set up 
should, nevertheless, be entitled to send observers to the Commission's meetings, so that they 
may submit their views, should they think fit. I take it that the Assembly approves this 
proposal." 

II. 

SURVEY OF THE WORK DONE BY THE COMMISSION OF ENQUIRY. 

The Commission of Enquiry held its first session on September 23rd, I930. It elected as its 
President, M. Briand, Minister for Foreign Affairs of the French Republic. The Secretary-General 
of the League was appointed Secretary of the Commission. It was decided that the Commission 

/ 
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should consist of a representative of each of the Stat~ Members of the Commission, and that these 
States should be free to appoint deputy representatives. 

The date of the second session of the Commission was fixed for January 1931-a few days 
before the meeting of the Council of the League. . The Secretarr-<?eneral was request~d to. collect 
aiJ useful information which, added to the matenal the Commission already had at Its disposal, 
would enable it to estimate the task ahead of it. The Secretary-General was also requested to 
submit, if necessary, a report on the work of the Second Co!lference with a V~e~ to Co!lcerted 
Economic Action, to be held on November 17th, 1930. Fmally, the CommiSSion decided to 
take the name of • Commission of Enquiry for European Union ". . 

The second session of the Commission was held from January 16th to 21st, 1931. Between 
the first and second sessions the Secretary-General had communicated to the Members a report, 
dated December 19th, 1930, giving an account of certain technical questions (already dealt with 
by the League or at the time under consideration) with a direct or indirect bearing on the economic 
crisis. A summary of this report is to be found in Appendix I. · 

The Commission also received a memorandum from the International Labour Office on certain 
questions dealt with by that Office of special interest to European States. A summary of this 
memorandum is to be found in Appendix II. 

The Commission received proposals from a number of Governments; and M. Colijn, president 
of the Second International Conference with a View to Concerted EconomicAction, made a statement 
on the work of this Conference (see the Commission's Minutes, document C.144.M·45.1931.VII, 
of February 16th, 1931) . 

.The Commission adopted a number of resolutions (see Appendix III) and instructed its President 
to submit them to the Council of the League of Nations and to ask it to be good enough to note 
them and to authorise the technical organisations and the Secretary-General of the League to 
take the action required. The Council on January 23rd, 1931, gave the authorisation required 
and authorised the technical organisations and the Secretary-General of the League to take 
the necessary action to put the resolution into operation. 

Below are the texts of the various resolutions adopted at the second session, together with 
the action taken on them in each case. 

RESOLUTION No. I. 

"The Commission of Enquiry for European Union: 

" Having regard to the resolution of the Assembly of the League of Nations of September 
17th, 1930:. . 

" Decides to study the world economic crisis, in so far as it affects the European countries 
as a whole, and to invite, through the Secretary-General, the Governments of Iceland, 
Turkey, and the Union of Soviet Socialist Republics to participate in this study." 

Action taken. 

The Go-..:e~me!lts of Iceland, !urkey and th~ Union of Soviet Socialist Republics have 
accepted the mVItabon sent to them m accordance With the terms of this resolution. 

REsoLUTION No. II. 

"The Commission of Enquiry for European Union: 

" ~ecognising the exceptional gravity of the crisis through which the agricultural 
c~unt~es ~f Central an~ Eastern ~~rope are passing, and the necessity of remedying this 
SI!uation ~ Europe, With_?ut awaitmg those more far-reaching solutions which it trusts. 
~ be deVIsed and for which the Wheat Conference, to meet in Rome on March 26th, 1931 
IS to prepare: ' 

. " Is of opinion that this situation could be greatly improved if the authorised represen
tatives of the European countries affected (grain-exporting countries of Central and Eastern 
Europe and European import~g countries) _were to meet at an early date and make a common 
effort to find means o~ ~'~p~smg of the gra~n surplus at present available. The meeting would 
be ~ed o~ the sole IDitlabve of the President of the Commission of Enquiry for European 
Umon, ~d Its conclusions would be put into effect without further reference to the Commission 

• of Enqmry.'' 

Action taken. 

East~ e~ecution of this r~lution a Con~erence of the grain-exporting countries of Central and 
the chain:~~~i;n:f 0~ ce.pam ~u~pean Im(Fporting countries. was held on F~bruary 23rd, under 
countries Th . · ran~ms- oncet ranee), and a Fmal Act was signed by seventeen 
small part of t~!'I::~c!t~~te~that the wheat ~urplu~es f;om the 1930 harvest represent only a 
both the representatives of t~ uro~a~ couh~tnes which Import w~eat. It further noted that 

e coun nes w Ich ~ormally buy foreign wheat and those of the 
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countries ~hich ~o not im~rt foreign :w~eat, or do not usually import wheat from the countries 
under cons1derabon, a~ willing to participate to the utmost possible extent in the purchase of the 
stoc~s of wheat recogmsed to be available in those countries or in some of them. As regards the 
det:Ws o~ th~ .commercial operations which will have to take place and the terms of the contracts 
wh1ch ~ bmd the purchasers to .the vendors and will define the conditions governing their 
t~ansactlons, the Conference .recogmsed that, in view of the great diversity of cases, it would be 
di~cult for the Conference ltse.lf to pre~ribe an ~d~ntical solutio!l for all; but the signatories, 
~mg prepar~d to reserve a ~ertal!l proportion of th~~ ~port~ of foreign wheat for ":'heat originating 
m the countnes under co.ns1derahon, undertook to m1t1ate Without delay the negotiations necessary 
to enable ~h~se transacb~ms to be carried out~ and thus to justify to the full the confidence which 
the CommiSSIOn of Enqurry for European Umon had placed in them. The results of their efforts 
wer~ to be communicated to the Commission of Enquiry for Economic Union at its forthcomina 
sess1ons. b 

The Conference studied in the same spirit the figures relating to the surpluses of maize and 
barley. It noted that these surpluses, which were concentrated in a smaller number of countries 
were less as a whole than the aggregate import requirements of European countries for the current 
year. • 

It furt~e; noted that th~ importing countries were prepared, as in the case of wheat, to reserve 
part of therr unports of !ore!~ mai~e and barley for maize and barley originating in the countries 
concerned. It noted.Wlth satisfaction that large purchases had already been or were now being 
made, and that certam countries had taken special measures which, if applied in a liberal spirit 
would facilitate the disposal of the stocks of certain exporting countries. The Conference wa~ 
of opinion that action similar to that contemplated in the resolution relating to wheat should be 
taken by the European countries which were concerned in the importation of maize and barley. 
The Conference reserved the examination of the question of rye and oats. 

REsoLUTION No. III. 

" The Commission of Enquiry is of opinion that there will still remain an important 
question for solution. The measures taken for the disposal of the 1930 harvest and those 
contemplated below for the establishment of agricultural credit unaffected leave the 
problem of the export of future harvest surpluses unaffected: 

" (a) The Wheat Conference, which is to meet at Rome in March 1931, will no doubt 
make suggestions of the utmost importance in regard to the world situation. 

" The Commission of Enquiry trusts that the overseas countries affected will consent 
to take part in this Conference, so that the problem may be examined in all its aspects. 

" (b) As regards Europe, it is necessary to set up a Committee to study all measures 
capable of leading to the desired result, including tariff arrangements. 

"This Committee will be composed of eleven members-namely, the representatives 
of Austria, Belgium, the British Empire, Czechoslovakia, Estonia, France, Germany, ItalY., 
Norway, Switzerland and Yugoslavia. The Secretary-General of the League of Nations will 
be asked for the assistance of the technical committees, and the International Institute of 
Agriculture will also be asked to help. The Committee will be summoned very shortly at 
the instance of the President of the Commission of Enquiry for European Union. It will 
work as rapidly as possible, and its conclusions will be submitted to the Commission of Enquiry 
for European Union." 

Action taken. 
The Committee for which this resolution provided met on February 26th, 1931, under the 

chairmanship of M. Fran~ois-Poncet (France). It recognised that the disposal of surplus European 
cereals was not merely a European but a world problem, and that a wholly satisfactory solution 
could be reached only by an understanding between all ~he parts of the world conce~ned. As 
compared with the pre-war figure, the total ce~eal-growmg areas '?f E!irope have not m?reased, 
although the yield is slightly greater. T~ere .ts no over:productlon 1~ Eur~pe; there IS over
production in the world as a whole, and, m VieW: of the c1rc!lmstances m wh1~h. that over-pro
duction has taken place and the re-entry of Russtan cereals mto the market, 1t 1s clear that the 
resultant crisis would not settle itself until after a long lapse of time and at the cost of great 
suffering. . 

The Committee therefore considered that it was in the interest of producers in every contment 
to act together with a view to checking the speed of the crisis. One of the results of the Wheat 
Conference held at Rome on March 26th, 1931, was that the grain exporting countries decided to 
meet in May. • 

The Committee entered upon the study of the proposals made to improve the European 
situation, and in the first place examined the Customs privileges that the exporting ~ountries of 
Central and Eastern Europe, which attach the greatest importance to them, asked certam European 
countries to grant. . 

On this subject, the Committee took into consi~erati~n the work already .accomplished by a 
Committee of the Conference for Concerted Economic Action held at Geneva m November 1930, 
the findings of that Committee as a result of its work being still valid. It also learned tha~ practi~al 
attempts on·the lines in question were shortly to be made by several European countnes, wh1ch 
stated that they intended to carry them out with due reference to the definitions and the safeguards 
laid down in the Annex to the Final Act of the November Conference. 
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The Committee then turned its attention to other .measur~ whic~ seem~d to it calc~~ted. 
ill tate the regular disposal of the surplus cereals m question by 1mpro~g t~e. conditions 

to !:fe In articular, it thought that conditions and costs .of transports ~h1ch lim~t. the ~rea 
~which the! cereals can be disposed of would have to be exammed by the national admm1strabons 
of the transit and import countries. . . d 

The Committee felt that these me~ures-;-the effect of which, though no doubt lii?1ted, woul 
nevertheless be far from negligible-might With advantage be supplemente~ by.bankmg me.asures 
relating to sales and purchases of cereals and methods of pa~ent. .Thus 1t m1ght .be poss~ble to 
contemplate for the discounting of ~ills a bett.er use of !llarkets m wh1ch the rate of. mterest 1s low, 
the warranting of goods and possibly the mtroductlon of the system of negotiable transport 

documents. 1 d b · t · The Committee also noted with satisfaction the progress recent y rna e y exportmg coun nes 
in the organisation of their exports of cereals. It expressed the hope that these efforts would be 

continued. . h h h . . uldb II . d 
As regards the purchasingcou~t~es. it also expressed t e. ope t at statistics wo. e co ecte 

more rapidly and in greater detall, m ?rder to enable availa~le stocks and reqm~emen~s to be 
estimated at all times with greater certamty. Closer collll;'boratlon b~hyeen t~e public servt~es :tnd 
private trade would also facilitate and render more fnutful negotiations With the orgamsatlons 
of selling countries. . . 

As the Committee pointed out, several purchasers had expressed the hope that certam kinds 
of Danubian wheat would be better adapted to the requirements of the milling trade in their 
respective countries. They stated that action on these lines would undoubtedly lead to increased 
business and higher prices. 

The Committee recommended that, agricultural phenomena being by their very nature 
liable to change, the problems arising out of the production of and trade in cereals in Europe 
might, if found necessary and at the most suitable time, be made the subject of further consultations 
under the auspices of the Commission of Enquiry for European Union. 

RESOLUTION No. IV. 

" With regard to al{ricultura! credit, the Commission of Enquiry for European Union 
finds that the investigation of this question has been carried far enough for a detailed scheme 
to be drawn up. . · 

" The Financial Committee has made a very interesting report to the Commission of 
Enquiry, and the latter notes that the Financial Committee is to continue its investigation. 

"It considers it highly desirable that a· complete scheme of executory measures should 
be submitted to the Council of the League of Nations in May next in such detail that, if 
approved by the Council, it can be put into effect forthwith. 

" The Commission of Enquiry accordingly decides to appoint a Committee of eleven 
members--namely, the representatives of the British Empire, Bulgaria, Denmark, France, 
Germany;Hungary, Italy, the Netherlands, Poland, Roumania and Sweden-which will, 
if necessary, hear the views of the representatives of the other countries concerned. 

" This Committee will watch the work of the Financial Committee and keep in touch 
with the matter in order that a detailed programme, both financial and legal, may be submitted 
to the Council of the League of Nations at its session in May next, so that it may deliberate 
with full knowledge of the facts and prescribe prompt executory measures should it so decide." 

Action taken. 

The Sub-Committee for Agricultural Credit met on April 2oth,. 1931, under the presidency 
of M. Fram;ois-Poncet (France), and again on May 13th, 1931, under the presidency of Mr. W. R. 
Smith (Great Britain) to examine a draft Convention, Charter and Statutes relating to an Inter
national Agricultural Mortgage Credit Company. These documents had been prepared by a 
delegation of the Financial Committee of the League of Nations. 

Subsequently, at its meeting in May, the Commission examined these documents and recom
mended them to the Council, which adopted them. A summary of these documents, which have 
~n communicated to all the States Members of the League (document C.375.M.I55.I93I.II.A.), 
Will be found in the Secretary-General's report on the work of the Council. The Convention 
after its approval by the Council was opened for signature at one of the meetings of the 
Commission of Enquiry and was immediately signed by sixteen States. 

RESOLUTION No. V. 

"The Commission of Enquiry for European Union: 
"B~ing strongly of opinion that the result of the putting into force of the Commercial 

ConventJon of March 24th, 1930, would be to create such an atmosphere of stability and 
confidence as would enable the execution of the programme of future negotiations also drawn 
up on March 24th, 1930, to be usefully prosecuted and extended: · 

" Counts upon its members to do all in their power to ensure that the said Commercial 
Convention is speedily put into force; and 

. " Trusts that the bilater~ neg«?tiations opened in consequence of the Conference with 
a V1ew to Concerted Econom1c Act1on of November 1930 may be actively pursued." 
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Action taken. 

The Commission, as such, was not called upon to take any action on this resolution. 

REsOLUTION No. VI. 

" The Commission of Enquiry for European Union: 

"Being appreht;n~ive in re~ard to the unemployment position in Europe and the very 
grave consequences tt IS producmg; . 

. "Requests the Secretariat of the League of Nations to acquaint it at the May session 
, w1th the first results of the work undertaken by the Economic and Financial Organisation 
and the International Labour Office referred to in Resolution 16 of the eleventh Assembly." 

Action taken. 

At its second ses:>ion (May_1931), the Commission had before it a preliminary report on certain 
phases of the economic. depressiOn, prepared by the Economic and Financial Organisation, and a 
repo~ by the International Labour Office on the question of unemployment in its bearing upon 
the mterests of the workers; it also received memoranda from the International Institute of 
Agriculture. The essential points in these reports are summarised in Appendices IV, V and VI. 

REsoLuTION No. VII. 

" A C~mmittee is set up, consisting of the representatives of the British Empire, 
Denmark, Finland, France, Germany, Greece, Italy, Poland, Portugal, Spain, Switzerland 
and Yugoslavia. • 

" This Committee will examine the constitution, organisation and procedure of the 
Commission of Enquiry for European Union. The other questions on the agenda of the 
Commission will also be submitted to this Committee. " 

Action taken. 

The Organisation Sub-Committee met on March 24th under the chairmanship of M. Briand. 
On the proposal of its Rapporteur, M. Motta (Switzerland), it adopted a report on the constitution, 
organisation and procedure of the Commission of Enquiry for European Union. The following 
are the principal points in this report, the text of which will be found in Appendix VII. 

The Commission of Enquiry for European Union is a League Commission, and it is its duty, 
as such, to report to the Council and Assembly, which will decide what action is to be taken on its 
resolutions. Under these conditions, therefore, the Commission may secure the assistance of the 
technical organisations and advisory Committees of the League. Those States Members of the 
League which are not represented on the Commission are entitled to send observers to its meetings 
and submit their views, should they think fit. These States share, moreover, in the general 
supervision exercised by the Council and the Assembly over all the Commission's proceedings. 

Acting as a League Commission, the Commission of Enquiry is subject, generally, to the usual rules 
for such Commissions, but it has already made special rules of its own. For example, it has already 
agreed that each Government may be represented by a delegate and, if it so desires, by a deputy
delegate. It has already invited certain European Governments, not members of the League, to 
take part in the study of the world economic crisis in so far as it affects the European countries 
as a whole. It has set up ad hoc Committees of its own members to deal with special questions. 
It retains the right to set up other such committees in future, on the understanding that, in each 
case, it will decide upon their composition, the subject with which they are to deal, and their 
duration. In each case, such committees should include representatives of the States specially 
interested in the question under consideration. Any Member who may wish to place a question 
on the agenda of any session will be asked to inform the Secretary-General not less than one month 
before the opening of the session. With the Chairman's approval, the Secretary-General could 
then send out a provisional agenda to all Members three weeks before the beginning of the session. 
Every request to have a question placed on the agenda should be accompanied by a statement 
specifying in detail the subject in question and its European aspects. At the first meeting of each 
session the Commission would fix its final agenda, and questions which were referred to the Commis
sion but were not on the provisional agenda could not, of course, be discussed at the current session, 
unless, for reasons of urgency, the Commission so decided. The Commission could always refer 
any question submitted to it to an ad hoc sub-commission for a preliminary opinion before deciding 
whether to place it on the agenda. The Commission has already laid it down that, in principle, its 
proceedings shall be public. It might be arranged that, following the practice of the League 
Council, the Commission shall hold a private meeting at the beginning of each session for the 
purpose of fixing the final agenda. 

Each year, after the Assembly of the League of Nations, the Commissi<?n would elect its 
Chairman and its Vice-Chairmen. The Secretary-General of the League of Nations would always 
act as Secretary to the Commission. 
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REsoLUTION No. VIII. 

" As the result of our discussions and conversations during the_ last few days con~erning 
the problems which our Governments have respectively to fa~e, 1t has become plam that 
economic recovery is now being hindered by la<:k of confidenc~ m the cour~ of futur~ events 
due to widespread political anxiety. That anx1ety has been mcreased by 1rrespons1ble' talk 
in various quarters concerning the possibility of international war. . . 

"We recognise that there are political difficulties in E~rope at .t~e present tnne, a.nd 
that these difficulties have been accentuated by the econo~1c mstability and unrest wh1ch 
the world economic depression has caused. The best serv1ce we can render towards the 
improvement of the economic position is the firm assura!lce of European peace. We therefore 
declare, as Foreign Ministers or responsible re_presentabves of European States, that we are 
more than ever determined to use the machmery of the League to prevent any resort to 
violence." 

A cti011 taken. 

The Commission as such was not called upon to take any action on this resolution . 

• • • 
The third session of the Commission was held from May xsth to 2ISt. The Commission 

at the outset adopted the report of the Organising Sub-Committee and decided to transmit it to the 
Assembly. 

The Commission, on the recommendation of the Organising Sub-Committee which had before 
it a proposal by the Polish Government to this effect, invited the free City of Danzig to participate, 
so far a5 is permitted by its legal status and by the agreements existing between Poland and the 
Free City of Danzig, and in the form prescribed by those agreements, in the work undertaken 
regarding the study of the world economic crisis. 

. As regards economic questions, the Commission's agenda included the reports of the Sub
Committees submitted between the second and third sessions, the reports of the Secretariat and 
of the International Labour Office, memoranda supplied by the International Institute of Agricul
ture and a report by M. Colijn, President of the Second International Conference with a View 

· to Concerted Economic Action, on the results of that Conference. 
Furthermore, the Commission had before it two proposals by the German Government: 

(1) concerning the direction to be given to Customs policy in Europe and (2) concerning Customs 
exemption for liquid fuel used for motor vehicles crossing land, air, sea or river frontiers. As 
regards the first of these questions, the German Government thought that the position created 
by the present Customs conditions in Europe and by the failure of the Commercial Convention 
of Geneva of March 24th, 1930, should be exaV"tined, and stated that it would make a communica
tion with regard to the objects which it sought to achieve in this field, in agreement with the 
Austrian Government. It further expressed the opinion that the possibilities of improving Euro
pean commercial relations by means of preferential Customs tariffs should be further examined. 

The Italian Government had also inserted in the agenda the question of considering at the 
first favourable opportunity the most suitable procedure for bringing the Commercial Convention 

. of March 24th, 1930, into effect without delay, and securing the accession to it of the largest 
possible number of European Governments. 

The Belgian Government had had included in the agenda the questions of the extended 
application of the principle on which the Commercial Convention of 1930 is based, the treatment 
of foreigners and the transport and transit of electric power. 

During the session; the French Government submitted .to the Commission a constructive 
plan for the solution of the most urgent economic problems in Europe. 

The Government of the Union of Soviet Socialist Republics submitted a draft Pact of Economic 
Non-Aggression. . · · 

A number of other Governments submitted suggestions relating to these various questions. 
. On t~e basis of this documentation and as a result of exhaustive discussion, the Commission, 

bemg ~esrrous of studying all methods capable of remedying the crisis now weighing upon European 
countnes, the continuance of which would cause increasing distress and misery, and being convinced 
that the solution of this problem must be sought in ever more intimate economic co-operation 
betw~ the States of Europe and the whole world, adopted a series of resolutions (see 
Appendix VIII). Th~ resolutions propose, among other things, the establishment of a certain 
number of sub-col_llnnttees for executive action or research of recognised utility. The Council of 
the ~e of Nations, W?der which the sub-committees have been placed, has given the requisite 
authonty and made available the necessary grants. 
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Appendix I. 

SUMMARY OF THE REPORT BY THE SECRETARY-GENERAL ON CERTAIN 
TECHNICAL QUESTIONS WHICH HAVE BEEN DEALT WITH BY THE LEAGUE 
OF NATIONS.l 

As regarded the past, questions had been selected in the solution of which special interest 
had been shown by European States. As a criterion of special interest may be taken the fact that 
a Convention had been ratified, or carried into effect, principally or solely by European States, 
or the fact that a Conference had been summoned by the Council on a purely European basis, or, 
alternatively, that European States had solely or principally elected to attend a Conference open 
to all. 

As regarded work actually in hand, the questions described had been chosen from amongst 
those already entrusted to the technical organisations and which appeared at that moment to 
have a special value for European States or to need for their solution special action by European 
States. In view of these considerations, the Economic and Financial Section and the Transit 
and Health Sections had prepared descriptions of their work on the bases indicated . 

• • • 
The Economic and Financial Section drew attention to the following points: 

x. For the progressive execution of the programme of concerted economic action, great 
importance attached to the putting into' force of the Commercial Convention, a decision as to which 
was to be taken at a Conference to be held on March x6th, 1931. 

2. Equai importance attached to the results of the negotiations which were to be begun, as 
a sequel to the second Conference which had taken place in November 1930, between Great Britain 
on the one hand, and those continental countries which are the principal importers of British goods 
on the other. 

3· It was desirable to resume consideration of the Convention for the Abolition of Prohibitions 
with a view to an effort to find a solution for the special obstacles which prevented the Convention
after it had received the ratifications of eighteen European States and of Japan and the United 

1 Document C.Jof4.M·4'·'93I.VII. 
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States of America-from coming into force under conditions enabling it to have its full effect in 
Europe. 

4 
In view of the serious situation of agriculturists, particularly in the countries of.Central 

and E~stem Europe, owing to the absence or defective organisa~ion or.excessive cos.t ~f agncultural 
credit, the last Conference with a View to Conce~ted Eco!lom1c Action had exphc~tly requ~ted 
the Council to treat this question as urgent, particularly m the case of the countnes mentioned 
above where these difficulties were exceptionally grave. Certain European countries had already 
arrived at agreements on various aspects of the agricultural problem. 

On points I 2 and 3 the President of the Conference with a View to Concerted Economic 
Action, M. Colij~ (Nethe;lands), made a statement to the Commission explaining the principal 
questions which had remained pending after that Conference. 

5· The Fiscal Committee, being a permanent organ of the League and including in. its 
composition the most qualified .experts, was ab~e, thanks to its studies. of model conventio.ns 
for the avoidance of double taxat:on and tax evas:on, to offer valuable assistance to all countnes 
desirous of concluding conventions of this kind with one another, whether bilateral or plurilateral. 

6. The Financial Committee, a body which had given numerous proofs of its competence, 
was at the disposal of the Council (as expressly stated in its l.a~t report) for the purp?se of c~n~ul~a
tion and advice to any country or group of countries desrrmg such on all questions wtthm Its 
competence. 

7· . The statistical and economic intelligence service was organised so as to supply accurate 
details, not only in regard to the position and relations of the various countries whether Members 
of the League or not, but also in regard to the relations of the various continents considered as such 
and, in particular, the relations between Europe and the rest of the world. 

* * * 
Among the questions under consideration by the Communications and Transit Section, the 

Secretary-General's report cited the International Status of Broadcasting, the European Conference 
on Road Traffic, Air Transport Co-operation, and the Unification of European River Law, the 
first European Conference on which had just come to an end. 

Further, the Transit Organisation has under consideration-again in conjunction with the 
Conference with a View to Concerted Economic Action-the questions of the transport of 
agricultural products, the rationalisation of transport and the adjustment of railway tariffs with 
a view to indirect protection. _ 

Among the subjects dealt with in the past, the report mentioned the studies of the position 
of inland navigation in Europe, particularly on the Rhine and Danube, and the questions of compe

-tition between waterways and railways, the international passport regime, etc., the unification 
of tonnage measurement in inland navigation in Europe, and the European Conference on Cards 
for Emigrants in Transit. 

It was pointed out that the Statute of the Communications and Transit Organisation allowed 
the Council of the League to summon limited conferences, to which only States specially interested 
in particular 9uestions would be invited. · 

The report finally pointed out the following facts: 

A substantial part of the constructive work of the Health Organisation ha.S been done in 
Europe, partly because modem methods of hygiene and preventive medicine are well known 
there, and partly because the great war had a detrimental influence on health conditions in Europe, 
that called for immediate remedial measures. The experience gained in dealing with this situation 
has since been available and of use for countries outside Europe. 

In 1922, a Conference of representatives of European Powers, organised by the League, met 
at Wa.r;.aw to devise means of checking the epidemics then rife in Eastern Europe, as a result 
of fantme, movements of populations and post-war repatriation. 

Information concerning epidemics is distributed regularly from Geneva and Singapore. This 
proved of value to the national health administrations in Europe in checking influenza in 1926, 
1927 and 1929 . 

. The Coll!lcil has recently decided to convene, in April 1931, a European Conference on rural 
hygten~ constdered as one of the most important factors in raising the standard of living in rural 
areas .. Preparatory work has been and is being done in view of this Conference. Invitations have
been ISSued to the Governments of non-European States which have a special interest in rural 
probleiDS to send observers to the Conference . 

. Comparative studi~ .o~ various diseases of world importance have been made in Europe, 
owmg to the greater factlihes for research; cancer, malaria, infant mortality are examples. 

has 
Health insurance, which was first applied in Europe, is another subject of which a study 
been made by the Health Organisation. 
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Appendix II. 

SUMMARY OF THE MEMORANDUM FROM THE INTERNATIONAL LABOUR OFFICE 
ON CERTAIN QUESTIONS, DEALT WITH BY THAT OFFICE, OF SPECIAL 

INTEREST TO EUROPEAN STATES.t 

Thi~ Memorandum pointed out that the World of Labour, of which the lnternational Labour 
Office has assumed th_e protection, cannot remain indifferent to any project for a European Union; 
nor can any sue~ proJect be undertak~n or come ~o fruition without its co-operation. This Memo
randum also pomted out that the list of questions already under study by the International 
Labour Office with a view to fostering their solution included some which were of an essentially 
European char~cter, although it was impossible to maintain that any question, strictly speaking, 
was the exclustve concern of Europe. The principle of the International Labour Organisation, 
as ?f the League of Nations, was universality, and there was probably no single labour question 
whtch affected only this or that continent. But there were, nevertheless, questions which were 
principally the concern of Europe, and this Memorandum mentioned among the questions of such 
a character, the conditions of labour in the coal-mining industry. The effects of the coal crisis had 
first been felt in Europe, and the need for economic understanding was most clamant in the case 
of the European producers of coal. But economic understanding was only possible in conjunction 
with an understanding in regard to the conditions of labour. It was in this connection that the 
question was brought before the International Labour· Organisation by the Assembly of the 
League of Nations in September 1929. A Preparatory Technical Conference had been called to 
study the conditions of labour in coal-mines with a view to deciding in what cases international 
regulation was possible. The Conference was to include representatives of the Governments and 
of the employers and workers in the principal coal-producing countries of Europe. It laid down 
the initial outlines of an agreement on the hours of labour in the mines. The International Labour 
Conference was to take up the question again at its session in June 1931, in the hope of being 
able to draft a convention which, though doubtless applicable to coal-mines in all countries of 
the world, would, nevertheless, in the first instance, be applied to the coal-mines of Europe. 

Another question which was no doubt of world interest but which called primarily for solution 
in Europe was that of the conditions of labour on the shipping of great rivers. An international 
convention on this question was required primarily for Europe, since it is in Europe that great 
international rivers flow, requiring regulation of the conditions of labour on both sides of the 
frontiers which they traverse. The International Labour Organisation had worked in conjunction 
with the International Organisation for Communications and Transit of the League of Nations. 
A Committee of Experts appointed by the Governing Body of the International Labour Office 
had met and considered two questions susceptible of international settlement-the hours of 
labour and the question of social insurance. The International Labour Office prepared reports 
on these two questions. The Committee would then decide whether a proposal should be made 
to one or other or both of these questions on the agenda of a future session of the International 
Labour Conference. 

The International Transport Federation brought before the International Labour Organisation 
the question of the prevention of accidents in connection with the coupling of railway-wagons, and 
the desirability of considering whether the customary methods of co~pling s~ould not be _replac~d 
on the great European railway systems by the methods of automatic couplmg already m use m 
North America and Japan. A temporary Commission is studying this question. 

The Memorandum dealt with three other more general questions of special interest for the 
Continent of Europe. 

In the first place, there is the question of the movements of labour from one country to another, 
the ideal being undoubtedly the free circulation of individuals from one ~ountry to a~other and 
their free establishment at any point on European territory. I-f the establishm~nt of th1s freed?m 

·is not to be economically injurious to any European country, it must be orgamsed. The question 
has already been studied by the Emigration Commission set up by the Governing Body of the 
International Labour Office. It would no doubt shortly be placed on the agenda of the Inter
national Labour Conference. It would then be possible to conceive of two conventions, one for 
movements of labour within the Continent of Europe and the other for movements of labour 
outside Europe. 

A cognate problem was that of compensation for accidents to wage:earners of foreign na~io
nality in connection with their W<?rk. This is _governed by_ an Internationai.Labour Conventton 
passed in 1925. Of the twenty-stx States whtch have ratified t~e Co.nven~ton, twen~y-two are 
European States. It remained to adapt the general rules contamed m th1s Convention to the 
particular circumstances arising out of the ~loser solidarity t;xisting bet~een the ~uropean Sta~es. 
The same principles might one day be applied to the retention of the nght acqUJred .to a penston 
on account of invalidity, etc., by wage-earners who have worked in several countnes and been 
insured under various national insurance schemes. · 

1 Document C.l.f4·M·-t5·1931.VII. 
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· The Memorandum points out that, if in or~er t? mitigate the ev~s . ~f unemplo~ment 
which is prevalent throughout the world and especially m. Europe, tht; possibility of ~edu~mg_ or 

Completely abolishing tariffs between European countnes were considered, such rabonahsabon 
even · d · t "1 • It ld would bring in its train, togeth~r ~~t~ ~any a. vanta.ges, certam empor~ry ev1 s. w?u m~an 
the extinction of certain " artificial mdustnes which have grown up m some countnes behmd 
the shelter of Customs barriers, and could not survive a system of complete free trade. The 
International Labour Office has already undertaken certain Enquiries regarding measures of 
compensation and adaptation. These would be labour questions peculiar to Eurepe. 

The Memorandum finally deals with the agricultural crisis and points out that the Inter
national Labour Organisation must have a say in it, since it must know how far the present 
agricultural depression affects living conditions among agricultural labourers. 

The Memorandum speaks of"the nature of the International Labour Organisation which is 
composed of repre;;entatives of ~he Govern~ents, the employers and !he ~orkers. !~e charac
teristic feature of 1ts procedure IS the essential part played by the legislative authontles of each 
Member State. It is these authorities which, in each country, are ·called upon to approve 
the draft conventions adopted by the International Labour Conference and to sanction them 
by the international undertaking which is the out~ome of ratification. Th~s procedu~e shoul~ apply 
universally to the States Members of all the contments, but although umversal, this Orgamsatlon 
can deal with particular questions, and the Memorandum asserts that labour questions particularly 
affecting European States could more usefully be treated by the International Labour Organi
sation than by the Commission of Enquiry through any diplomatic procedure that might be set 
up with a view to enabling the European Union to function. Any rivalry between the two powers 
must be pre"ented and close co-ordination must be established between the work of the Inter
national Labour Organisation and that of the European Union in the field of the protection of 
labour. • 

Appendix III. 

RESOLUTIONS ADOPTED BY THE COMMISSION OF ENQUIRY FOR EUROPEAN 
UNION AT ITS SECOND SESSION IN JANUARY 1931.1 

I. 

The Commission of Enquiry for European Union: 
Having regard to the resolution of the Assembly of the League of Nations of September 

I 7th, 1930: . 
Decides to study the world economic crisis, in so far as it affects the. European countries as 

a whole, and to invite, through the Secretary-General, the Governments of Iceland, Turkey, 
and the Union of Soviet Socialist Republics to participate in this study. 

II. 

The Commission of Enquiry for European Union: 
Recognising the exceptional gravity of the crisis through which the agricultural countries 

of_ Central and Eastern Europe are passing, and the necessity of remedying this situation in Europe, 
Without awaiting thoS;e more far-reaching solutions which it 'trusts will be devised and for which 
the Wheat Conference, to meet in Rome on March 26th, 1931, is to prepare: 

Is of opinion that this situation could be greatly improved if the authorised representatives 
of the European countries affected (grain-exporting countries of Central and Eastern Europe 
and European importing countries) were to meet at an early date and make a common effort to 
find means of disposing of the grain surplus at present available. The meeting .would be called on 
the sol~ initiative of the ~resident of. the Commission of Enquiry for European Union, and its 
conclusiOns would be put mto effect without further reference to the Commission of Enquiry. 

III. 

The _Commission of Enquiry is of opinion that there will still remain an important question 
for solution. The measures taken for the disposal of the 1930 harvest and those contemplated 
below for the establishment of agricultural credit leave the problem of the export of future harvest 
surpluses unaffected: 

(a). The Wheat Confe~ence, which is to meet at Rome in March 1931, will no doubt make 
suggestions of t_he. utmost 1mportance in regard to the world situation. 

~e C;ommiSSion of Enquiry trusts that the overseas countries affected will consent to take 
part m thiS Conference, so that the problem may be examil)ed in all its aspects. 
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. (b) As regards Europe, it is necessary to set up a Committee to study all measures capable 
of leading to the desired result, including tariff arrangements. 

This Committee will be composed of eleven members-namely, the representatives of Austria 
Bel~ium, the British E~pire, Czechoslovakia, Estonia, France, Germany, Italy, Norway: 
SWitzerland and Yugoslavia. The Secretary-General of the League of Nations will be asked for 
the assistance of the technical committees, and the International Institute of Agriculture will 
also .be asked to help .. ~he Commit~ee will be summon~ very ~ortly at the ~stance of the 
Pres1.dent of th~ Com~ISSIOn of E!lqmry for Europea~ ~mon. It w!ll work as rap1dly as possible, 
and 1ts conclusiOns will be subm1tted to the Comm1ss1on of Enqu~ry for European Union. 

IV. 

With regard to a!J!icultural credit, the Commission of Enquiry for European Union finds 
that the investigation of this question has been carried far enough for a detailed scheme to be 
drawn up. · 

The Financial Committee has made a very interesting report to thll Commission of Enquiry, 
and the latter notes that the Financial Committee is to continue its investigation. 

It considers it highly desirable that a complete scheme of executory measures should be 
submitted to the Council of the League of Nations in May next in such detail that, ff approved 
by the Council, it can be put into effect forthwith. 

The Commission of Enquiry accordingly decides to appoint a Committee of eleven members 
-namely, the representatives of the British Empire, Bulgaria, Denmark, France, Germany, 
Hungary, Italy, the Netherlands, Poland, Roumania and Sweden-which will, if necessary, 
hear the views of the representatives of the other countries concerned. 

This Committee will watch the work of the Financial Committee and keep in touch with the 
matter in order that a detailed programme, both financial and legal, may be submitted to the 
Council of the League of Nations at its session in May next, so that it may deliberate with full 
knowledge of the facts and prescribe prompt executory measures should it so decide. 

V. 

The Commission of Enquiry for European Union: 

Being strongly of opinion that the result of the putting into force of the Commercial Convention , 
of March 24th, 1930, would be to create such an atmosphere of stability and confidence as would 
enable the execution of the programme of future negotiations also drawn up on March 24th, 1930, 
to be usefully prosecuted and extended: 

Counts upon its members to ~do: all in their power to ensure that the said Commercial 
Convention is speedily put into force; and 

. Trusts that the bilateral negotiations opened in consequence of the Conference with a View 
to Concerted Economic Action of November 1930 may be actively pursued . 

• 
VI. 

The Commission of Enquiry for European Union: 
Being apprehensive in regard to the unemployment position in Europe and the very grave 

consequences it is producing; · 
Requests the Secretariat of the League of Nations to acquaint it at the May session with the 

first results of the work undertake.n by the Economic and Financial Organisation and the 
International Labour Office referred to in Resolution ~6 of the eleventh Assembly. 

VII. 

A Committee is set up, consisting of the representatives o~ the ~ritish Empire, Denma~k, 
Finland France Germany, Greece, Italy, Poland, Portugal, Spam, Switzerland and Yugoslavia. 

This Committee will examine the constitution, organisation and procedure of the Commission 
of Enquiry for European Union. The other questions on the agenda of the Commission will also 
be submitted to this Committee. 

VIII. 

As the result of our discussions and conversations during the last few days concerning the 
proble!lls which our Governments have respectively t,? face, it has become plain that econo!Dic 
recovery is now being hindered by. lack of confi~ence m the ~ourse of _future eyents ~ue to wide
spread political anxiety. That anxiety. has been mcreased by 1ITespons1ble talk m vanous quarters 
concerning the possibility of inte~a~1on~ war.. . . 

We recognise that there are political difficulties m Europe at the present t1me, and that these 
difficulties have been accentuated by the economic instability and unrest which the world economic 
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d · h used The best service we can render towards the improvement of the economic 
epress10n as ca · 1 F · M" · t ition is the firm assurance of European peace. \Ve therefore dec are, as ore1gn . m1s ers or 

::Sponsible representatives of European States, that we. are more than ever determmed to use 
the machinery of the League to prevent any resort to violence. 

Appendix IV. 

SUMMARY OF THE PRELIMINARY REPORT ON CERTAIN PHASES OF THE 
ECONOMIC DEPRESSION. • 

I. THE EcoNOMIC SITUATION IN 1928. 

The note begins with a description of the economic situation in 1928 and the years immediately 
preceding. The adaptation of economic life in the years following immediately upon the war 
proceeded at a rapi~ rate, and by 192? the adjustm~nt was more comJ?lete than might have been 
expected. This penod of recovery la1d the foundations of an economic development throughout 
the world of a rapidity which had perhaps never before been witnessed. In the three years 1925 
to 1928 the output of foodstuffs and raw materials increased by 8 per cent and the quantum of 
world trade by about 15 per cent. It is probable that the output of manufactured goods rose at 
least as fast as that of raw materials -i.e.,by about 8 per cent. During this period progress 
was more rapid in Europe than in other parts of the world. 

At the same time most monetary systems were re-organised on a gold basis, and international 
movements of capital reached large proportions. In 1928 the net foreign lending of capital
exporting countries amounted to about 2,300 million dollars, of which a little more than 40 per 
cent went to Germany. Indeed, a casual observer of world economic conditions in that year might 
well have come to the conclusion that the situation was, if not satisfactory, at least improving 
rapidly, and that the prospects for the future were rather reassuring than otherwise. 

In fact, however, the position was much less stable and the adjustment much less complete 
• than it appeared. It is quite possible that the impression of "normality" was to a large extent 

due to the fact that certain of the readjustments which the novel and far-reaching changes in the 
economic structure called for had not been made. For example, so long as a tendency to partial 
over-production is met by increasing stocks, the day for an adjustment of production-always a 
delicate proceeding-is put off. In the case of many commodities this is exactly what happened. 
In 1928 for instance there was an evident tendency to over-production of cereals. The supply 
tended to augment rapidly under the influence of technical progress. In Canada, the Argentine 
and Australia the wheat crop was about twice as large as in the years preceding the war. At the 
same time a rise il} the standard of living tended to turn the consumers' demand from bread to 
more expensive food, like vegetables and animal foodstuffs. The stocks of wheat were increasing 
-as a result partly of the various measures taken to maintain prices-and in 1928 they totalled 
15.8 million tons as compared with 8.8 million tons three years earlier. . 

The situation was similar with regard to sugar and coffee, but radically different in the case of 
animal foodstuffs. The economic position of farmers in the countries specialising in animal 
foodstuffs was relatively favourable. · 

While the tendency towards over-production of cereals, sugar and certain colonial foods was 
evident, the position with regard to raw materials was much less clear. Yet it seems probable that 
in the case of some of them, at any rate, productive capacity was increasing faster than prospective 
demand. In certain cases stocks were rising; in other cases the exceptional demand created by 
the boom in manufacturing industries in 1928 and the first half of 1929 delayed the time when 
the excessive producing capacity would emerge. 

II. THE TURN OF THE BUSINESS CYCLE IN 1929. 

Pr~found changes in the technique of production, in commercial policy or in the politico
~conomJc structure .are usually regarded as being of a different kind from those which are involved 
m the so-<:;alled busmess crcle-i.e., ~he recurrence at fairly regular intervals of alternating periods 
of prospenty and depression. A failure to adapt industry and trade to the former changes is 
th~~efore, often calle~ " structural. maladjustment " as distinguished from the maladjustment~ 
ansmg c;mt of the busmess cycle, With its recurrent booms and depressions. As indicated above, 
tenden~1es towards a_ structural maladjustment had been at work during the years immediately 
precedmg 1929, and m some cases from many years before then; but their existence had to some 
extent been concealed or forgotten, and their effects partly offset by the upward trend of the 

1 Document C.:o8 •. M.13.f.l931. VII. 
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business cycle in _th~ Un~ted. States and el~where, which exercised a stimulating influence on 
the world econom1c s1tuat1on m general. It IS natural that the turn of the business cycle and the 
beginning of a period of crisis should open the doors for the delayed effects of the structural 
maladjustment. This is what happened in 1929 and 1930. 

It was in the early autumn of 1929 that the decisive turn came when the boom broke in the 
United States _and gave place_to a severe depression. Up to that time world trade and probably 
world production was expandmg. The note does not enter upon a discussion of the causes of the 
recurrence of busine_ss cycles in gener.al, or why a depression follo~ed upon the boom in 1929, but 
concentrates attention on the question why the present depressiOn has become so intense and 
widespread as it is. The answer is partly, as already indicated above, that a delayed adjustment 
to the new structural conditions had to be made. Moreover, the existence of a profound structural 
maladjustment made the situation unstable and lessened the power of resistance to those disturbing 
and depressing tendencies which are more or less inherent in the business cycle. 

The reversal of international capital movements in 1929, when American lending abroad 
practically ceased and money from Europe and elsewhere began to flow over to New York, 
exercised a profound influence on the world economic situation. Money markets everywhere 
became stringent, discount rates were raised, and credit in general was restricted. The effects 
were, of course, felt most severely in the borrowing countries, which had adapted their economic 
life and international economic relations to an inflow of foreign capital that was now suddenly 
checked. Unfortunately, a number of these borrowing countries-the Argentine, Australia, 
Brazil, Hungary, Roumania and others-were largely exporters of those food products the prices 
of which had in previous months been subject to a heavy decline: so that in these countries the 
supply of foreign exchange fell off for a double reason, and great difficulties in balancing their 
international accounts arose. The effect of the consequent credit restriction was that large stocks 
of staple commodities, such as coffee, wheat, etc., were thrown on the market. A rapid decline 
in their prices followed. At the same time the situation of manufacturing industries grew worse 
with the advance of the business cycle depression. As always in such cases, traders and manufac
turers reduced their purchases of raw materials, preferring to lower their stocks and buy only 
from hand to mouth. This curtailment of demand naturally led to a fall in the prices of raw 
materials also, which became all the more severe as a result of the widespread uncertainty and 
pessimism which prevailed. 

The prices of manufactured commodities sank less rapidly, and in consequence the incomes 
of the producers of primary commodities declined more rapidly than those of the industrial 
communities-e.g., in Western Europe: but the latter also could not fail to feel the effects of the 
reduced demand from the countries dependent upon the sales of primary products. The output 
of manufactured goods was reduced, and unemployment grew to appalling figures. 

III. AN AccouNT OF THE DEPRESSioN. 

In the autumn of 1929 many competent observers expected the depression to be of sh?rt 
duration. At one time in the spring of 1930 there seemed to be indications that this expectation 
would be fulfilled. The recovery, however, was short-lived, and the depression gathered new 
strength in the latter half of 1930. Production and price curves have continued down~ar.ds, 
although the rate of decline was somewhat reduced towards the end of 1930 and the begmnmg 
of the present year. 

Many figures are given which show the extent to which production and trade have been 
reduced and unemployment has gro~. For i1_1stanc~, the index of th_e volume _of production 
declined from 109 in Germany, 108 m the Umted Kmgdom a!ld n_2 m the Umted States of 
America, in the second quarter of 1929, to 75, go and 76 respectively m the l~t quarter of 1930. 
In France the reduction was much smaller. The trade figures show that dunng the first twelve 
months of the depression Europe suffer~d less. than other p~rts of the world. For instance, the 
international trade of Europea!! countnes durmg the first mne _mof!ths of _1930 fe~ short of the 
figure of the previous year by 12 per cent, whereas the reduction m the mternatlonal trade of 
extra-European countries declined by 23 ~r cent. ~n t~e last quarter of the year the new 
reduction was, however, of the same relative proport10n m Europe as elsewhere. 

After an analysis of the position of certain import~nt industries, the note proceeds to a s~~dy 
of the decline in stock-exchange quotations and the mcrease of stocks of staple commodities. 
It is shown that the leading countries have seen th_e~r stock-exchanl?~ indices drop by .30 per cent 
to 50 per cent and that stocks of staple commodities have been nsmg up to the spnng of 1931.· 
It is noted however that the so-called invisible stocks in the hands of manufacturers and 
retailers ha~e probabiy undergone a substantial reduction. 

There follows an analysis of the development of prices of different sorts of commodities, 
crude food products, raw materials, semi:man~factured goods.and manufactured goods. Wholesale 
prices of raw materials have, as usual m ~nods of _depression, dr<?pped !Ouch more than those 
of finished goods. Prices of cotton, raw silk, wool, )Ute, rubber, hides! tm and copper ~ave all 
dropped to about one-half of those ruling two years ago. The most lUlportant exceptions are 
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coal and iron and steel. which have not f:lllen heavily. Price agreements between prod.';lcers 
rtl responsible for the fact that pnces of manufactured goods have dropped relatively 

r-~:1 pa a that the prices of goods which are not dependent on the international market have 
f~e~ ~~ than import and export prices. Retail prices haye lagged somewhat behin.d wholesale 
rices but have taken the same downward course. Nommal wages of manufactunng workers 

have ;emained almost unchanged in most countries and ~o not seem anywhere to have dropped 
as much as the cost of living. Thus, real wages have nsen. 

The influence on prices of the various sorts of maladjustment, regulation and friction of 
all kinds is however only one aspect of the price situation. The latter cannot be explained 
without ref~rence to 'the development of money and credit conditions during the depression. 
The note draws special attention to the fact that, in spite of a considerable and rapid decline 
of discount rates, long-term interest rates, like bond. yiel~s. have decli!led relatively little 
(Y2 per cent to x per cent) since the autumn of 1929. Th1s easmg of the capital market has been 
t~ small to enable all current savings to be absorbed by the borrowers. Hence, it seems probable 
that the total of current savings has not been loaned out or put into capital investments, and that 
for this reason purchasing power as a ~hole has decli~ed and the pric~ level been affecte~ in 
a downward direction. One aspect of th1s development IS the reductwn m the export of capital 
from lending countries. The money which owners of capital in lending countries have failed to 
lend to countries with higher rates of interest, in which it would have been used for capital 
investments, has probably in part not been used at all. 

It is in this state of the capital markets that the maladjustments in production and trade 
previously described have been exercising their influence. The question which is often put as 
to whether the causes of the drop in prices are to be found in connection with money and capital 
or in connection with production and trade is wrongly put. If either of tliese two factors-monetary 
policy or industrial maladjustment-had been different, then the economic development and the 
movement of the price-levels might. also have been different. 

The severity of the drop in prices and of the depression in general appears therefore to be 
due to deep-seated difficulties in the adjustment of production to demand and in international 
economic relations; especially international credit transactions, and to the absence of offsetting 
factors in the credit situation. The credit situation itself is affected at all times by monetary 
policy and current economic conditions alike, and monetary policy in its tum is not conducted 
in a vacuum, but is always largely determined by economic conditions. But the lack of adapta
bility in the economic systems of the world, partly due to political instability and lack of 
confidence, has prevented such changes being made in the basic conditions, before and after 
the tum in 1929, as might have mitigated the depression. 

The note also draws attention to the differences in the relative position of different countries 
-the comparatively favourable position of countries producing animal foodstuffs, and of 
manufacturing countries, in particular those having a relatively flexible economic organisation, etc. 

The report ends with an analysis of the situation in the spring of I93I. In the three or 
four months preceding March of this year there was a slowing down in the rate of the depression 
which was clearly noticeable both in the price and production curves and in the stocks of 
commodities. A certain stabilisation seemed to be approaching. In the last six weeks, however, 
raw material prices have again begun to drop rapidly, and the situation seems to be weaker 
than in March. A se~onal ~ ?f output in manufacturing i!ldustries in the early spring has 
been followed by a decline wh1ch IS probably also seasonal. It IS, however, at present impossible 
to say whether the depression has gathered new force, or whether the next few months will 
witness the stabilisation of economic conditions which is the usual prelude to recovery. 

· Appendix V. 

SUMMARY OF THE MEMORANDUM FROM THE INTERNATIONAL LABOUR OFFICE 
. ON THE QUESTION OF UNEMPLOYMENT IN ITS BEARING ON THE· 

INTERESTS OF THE WORKERS. 1 

. At ~ts fifty-second session (April 18th to 22nd, 1931), M. Alb~rt Thomas, Director of the 
International Labour Offi~e~ put before the ~oyerning Body of the International Labour Office 
a memo~andum. for .submiSsJo~ to t~e CommiSSIOn of Enquiry for European Union, with a view 
to prac~1cal action m ~onnechon With unemployment in Europe. 

ThiS docu~~nt brmg~ out the specifically European aspects of world unemployment. It 
recalls the conditions peculiar to Europe as regards the causes of the crisis and the means employed 

1 Document C.2n.M.I27.1931.Vll. 
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to attenuate its effects, mo~e particularly by means of unemployment insurance. It lays special 
stress, howeve~. on two po!nts: (1) the organisation of the finding of employment for workers; 
(2) the execution of extensive public works. 
. I. European Labo'!r Exchange.- The Convent!on on unemployment, adopted at Washington 
m 1919 by the International Labour Conference, laid the basis for the sound organisation of the 
findmg of empl?yment for workers. Of the twenty-four States which ratified that Convention, 
tw.enty-one are m Eur?pe. The measures taken by them in the matter have certainly done some
thmg to make the cns1s more be~rable and even to attenuate it. It may be asked, however, 
~hethe~ the development. of publ~c employment exchanges in the various European countries 
Is s~ffic1ent: The Convention proy1ded that the operations of the various national systems would 
be . co-or~~nated by the _International Labour Office in agreement with the countries concerned ". 
Th1s p~o':'ISIOn has remamed a dead letter so far.. The time has probably come to attempt to 
apply 1t m the case of the European countries. 

Either th~ Inte~ational I:abou~ Office itself or some public institution of a non-commercial 
nature, est:;tbl!Shed m connection w1th the Office, could act as a sort of clearing-house for the 
regular rev1ew o! the demand and supply of labour in all occupations. What has been done as 
~egards the buymg an~ se~ling of certain materials required by industry might be attempted 
m the case of the ~rgamsahon of the employment of workers, in order to give them all work and 
the means of subsiStence under acceptable conditions. Such an institution would be a sort of 
European labour exchange. It would present a moral as well as a material advantage; it would 
give European peoples the habit of considering questions of employment, not merely from the 
national point of view, but from an international point of view. 

Recently, certain States have endeavoured to arrange exchanges of young workers, chiefly 
printers and hotel employees, with a view to enabling them to improve their knowledge of their 
!rade and of foreign languages. The International Labour Office has acted as an intermediary 
m these exchanges. It has, moreover, with the assistance of various countries, done valuable 
work in the finding of employment for Russian refugees; in spite of particularly unfavourable 
conditions, employment was found for 35,000 of the refugees. 

The ground is thus not entirely new. If so desired, a European labour exchange could be 
rapidly set up and get to work within the actual framework of the many laws designed to protect 
labour markets against invasion by foreign labour. 

2. Programme of Extensive Public Works in Europe. - In a recently published study, the 
International Labour Office has pointed out the value for the various countries of a national 
public works policy laid down in advance and capable of alleviating, if not preventing, unemploy
ment, by holding over until a crisis shows signs of appearing, the execution of works not absolutely 
required by a specific date. 

Besides pointing out the importance of national public works as a partial remedy for the 
crisis, the Unemployment Committee, which met in January last, drew attention to "the possi
bility of Governments coming to an agreement, through tire appropriate organs of the League 
of Nations, with a view to joint execution of extensive public works of an international character". 

Such work is of direct use to the country in which it is carried out, and it is of indirect, but 
not less vital, importance to other countries, through the substantial improvements which are 
provided for all concerned and through the orders of material or equipment and the demand for 
labour to which it gives rise. Such work would also present a psychological and moral advantage; 
it would interest all the countries of Europe in objects of a European character, and would thus 
develop that spirit of collaboration, that "European spirit", which it is the object of the Commission 
of Enquiry for European Union to create. 

Without attempting, at the· present stage, to draw up a scheme, the International Labour 
Office directs attention to some ideas which have already been put forward in this connection. 

One such idea is for a great international road system to meet the requirements of a constantly 
increasing motor traffic. Special routes for motor traffic are everywhere being made in the most 
advanced countries of Europe. They are, however, not connected with one another. Such a road 
system should have main arteries, both longitudinal and transversal. There might, for examp~e. 
be one main artery passing through Paris, Vienna. and Athens, another through Paris, Berhn, 
Warsaw and Moscow, a transversal trans-alpine artery and another from the Balkans to the 
Baltic. This would represent the nervous system of the united Europe which it is desired to crea~e. 

A system of navigable waterways is also needed. Certain regional systems already exist 
and only require to be co-ordinated. The linking up of the R?ine an~ the Rhone and _of the ~orth 
German system with that of the Danube would be enterpnses wh1ch would affect mternahonal 
waterways or waterways which pass through various countries. They would be of interest to a 
large number of commercial Po~ers of Western, Northern and Central Europe. . . 

The Director of the International Labour Office also refers to the problem of the mternahonal 
distribution of electrical power, already mentioned by the Belgian Government in a memorandum 
to the Commission of Enquiry for European Union. 

· He refers, lastly, to a scheme with which the Office has long been specially preoccupied-the 
uniform and concerted substitution on all railways on the continent of Europe of a system of 
automatic coupling for the present syst~m of screw couplin_g which stiJ! causes. ma!ly fatal ~ccidents 
every year. According to the calculations of experts, this under~akmg, which IS so desrrable on 
humanitarian, economic and even technical grounds, would provide work for more than 6oo,ooo 
men for five years. 

• • • 
The Director of the International Labour Office emphasises the fact that, in the considerations 

set forth, he has systematically confined hin!Self to what was strictly within the competence of 
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the International Labour Organisation and to those questions within the compete~ce o~ the 
Organisation which could be studied by the Commission of Enquiry f?r European. Umo~ w1th a 
view to action in the near future. He fully realises that other economiC or financ1~ ac~10n m~y 
produce a greater effect in reducing unemployment, but notes the constantly r~urr1!1g difficul_hes 
encountered in the negotiations which have been carried on for some yea!s past m t~IS connectiOn. 
From the point of view of the unemployed, immediate results are reqmred; e~en if those ~esults 
are limited, it does not matter so much provided they are tangible. ~cc<?rdmgly, the Drrector 
of the International Labour Office has deliberately left out of account m h1s memorandum more 
far-reaching and, possibly, in the long run, more effective proposals, sue~ as p_roblems of wages 
and hours of work, which, in their connection with unemployment, have g1ven nse to controversy 
between the employers' and workers' representatives on the Governing Body. The study of ~hese 
wide problems will be systematically continued as part of the normal work of t~e International 
Labour Organisation. In the proposals for submission to the Commission of Enqmty for Euro~ean 
Union, the Director of the Office has confined himself to a few limited and defimte suggestions 
concerned more especially with Europe. . · 

In order that they may be studied and set in motion as rapidly as poss1ble, he proposes: 
(1) That a sub-committee of three members of the Commission of Enquiry ~or European 

Union should discuss with three members of the Governing Body of the Interna~u~nal I:abour 
Office, and with the assistance of experts-i.e., the heads of the competent admmlstrahons
the possibility of the immediate development of the international placing of workers and 
the migration of workers in Europe; . . 

(2) That another sub-committee, on which the Governing Body of the International 
Labour Office might also be represented (for labour questions), should draw up a scheme of 
European public works to be carried out in the near future. 

Apt~endix VI, 

MEMORANDA SUBMITTED BY THE INTERNATIONAL INSTITUTE 
OF AGRICULTURE. 1 · 

J. MEMORANDUM OF THE INTERNATIONAL INSTITUTE OF AGRICULTURE ON THE WORLD CRISIS 

IN RELATION TO THE AGRICULTURE OF THE EUROPEAN STATES, WITH PARTICULAR 

REFERENCE TO UNEMPLOYMENT. 

I. In_ compliance with the resolution of the eleventh Assembly providing for the co-operation 
of the Insbtut.e and of the League of Nations in respect of the agricultural aspects of the enquiry 
on the econom1c depression, the International Institute of Agriculture has published a memorandum 
on the World Crisis in relation to agriculture. 

The ~able of index numbers of agricultural prices in nine European countries reveals a serious 
and contmuous. drop in prices from 1929 to 1931, and clearly shows the gravity and widespread 
ch~racter of this fall in prices throughout Europe (in 1931 approximately one-third of the 1929 
pnces). 

The effect on the ec~nomic situation .of the farming classes has been e~pecially keenly felt, 
as !he general level of pnces, and especially of working costs (wages, interest, liabilities, taxes, 
SOCial charges) has fall~n much ~ess rapidly than the prices of agricultural produce. The position 
of European farmers IS becommg steadily worse and constitutes one of the most disquieting 
asJli;Cts o_f the gen~ral economic crisis. Purchasing power is being reduced in consequence of the 
fall m pn~ of agncultural products and of the increasing disproportion between farming receipts 

· ~~ expenditure. The results on all other branches of economic activity are disastrous. The crisis 
m mdus!ry. trade and transP?rt is to a large extent the result of the impoverishment of the peasant 
classes, Itself ~ue to the agncultural crisis. It is in this crisis that there will be found the main 
cause underlymg the prevailing economic distress. 
da The methods employed in the national field have proved ineffective and frequently 
~g~ous. llleasur~s of pro~ection adopted by one country have given rise to retaliatory measures 

de .ffiw 1e~e. International action alone is capable of leading to a practical solution of the present 
1 cu lies. 

f ~ ~at form of unemployment which is the consequence of the development of the technique 
def~y ~~t~~ conc:rn~ a~culture most deeply. It is the rural population who are the first to pay 
lowers th mec _anlsabon of the means of _Production. The unemployment of the town-workers 
agricultu 'J'ur'!asmg power of the population, whence comes the glutting of the markets with 
a schem/f ~h ~ a_nd the depreciation of farming income. Agriculture must put forward 
Europe th?r e ~· apmg of the eco!lomic structure to the new demands of technique. As regards 
annual su;J~~~/on ta~e:- on a 

1
spec!al aspect. The fall in the death rate results in a considerable 

economy should ini'p:: !on. n .order to find employment for this mass of workers European 
these in return for~h raw m:tenals from abroad, and the other continents which should supply 
goods themselves util!S~. manthu ~tured products .of Europe are preferring to manufacture these 

N h 
• mg e1r own raw matenals. 

o sc erne of European co-operat· d · h of consideration. !On an umon cant erefore leave the other continents out 

I Document C.J•J.M.148.19JI.VU. 
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The I_nternational Institute of Agriculture requests the Committee of Enquiry to examine 
the f~llowmg p~oll'?sal: to establish a special sub-committee consisting of representatives of the 
techm~ _?rgamsabons of the League of Nations (in particular of the Economic and Financial 
Orgamsahon, and the Organisation for Communications and Transit), of the International Labour 
Office, of the International Institute of Agriculture, and possibly including representatives of the 
Bank of International Settlements. This body should be asked to undertake the study of the 
problem of unemployment from the point of view of a radical organisation of economic life 
based on the maximum utilisation for common ends of lands, raw materials, labour and capital. · ' 

II. MEMORANDUM ON THE WORK OF THE WORLD WHEAT CONFERENCE HELD AT ROME FROM 
MARCH 26th TO APRIL 2nd, 1931 AND ON THE TENT OF THE FINAL ACT OF THE CONFERENCE. 

This memorandum takes the form of a commentary on the decisions embodied in the Final 
Act (communicated at the same time) relative to the Organisation of Wheat Production and of 
the Wheat Trade, International Agricultural Credit, and the Preferential Tariff System. 

III. MEMORANDUM ON THE CREATION OF AN INTERNATIONAL BANKING INSTITUTION FOR THE 
PURPOSE OF SHORT-TERM AGRICULTURAL CREDIT. 

The Rome Wheat Conference stressed the importance for agriculture of short-term credit; 
this form of credit which at the present time is granted at too high a rate of interest must play 
an· essential part in the restoration of the economic and commercial equilibrium of farming. 
The effects of the crisis could also be attenuated by means of a credit system, the object of which 
is to support agriculture during the difficult phase of the passage of produce from the place of 
production to the market. Hitherto the organisation of agricultural credit has not sufficiently 
taken into account the expense attaching to the various operations to which agricultural products 
are subjected: holding, storing, conserving, packing, transport, shipment, etc. 

Realising the necessity of promoting the more widespread development of short-term agri
cultural credit, the International Institute of Agriculture has conceived the idea of creating 
an international bank for the purposes of short-term credit. Such a bank would be able to 
establish relations with the International Agricultural Mortgage Credit Bank, and would work 
through the national or regional institutions. Working with an international capital it would 
act as a great rediscounting institution. Loans would be made in the form of bills and have 
collateral security in the form of goods deposited in public and private warehouses. The lowest 
possible rates of interest would be charged. 

This Institution would be intended to fill up 'the financial or technical gaps in the existing 
systems of agricultural credit. It might later extend its operations so as to include the principle 
of " acceptance " credit as practised in Great Britain. 
. The International Institute of Agriculture requests the Commission of Enquiry to give its 
moral support to this new initiative and to nominate a sub-committee to enter into relations 
with the Institute for the examination of this question. 

IV. PRINCIPAL RESULTS OF THE BANKING ENQUIRY ON INTERNATIONAL AGRICULTURAL 
CREDIT, ENDUCTED BY THE INTERNATIONAL INSTITUTE OF AGRICULTURE. 

As long ago as 1926 the International Institute of Agriculture conducted an enquiry on 
this subject. It gives a summary of the replies to a questionnaire sent to the agricultural institutes 
of various countries. 

Appendix VII. 

REPORT OF THE ORGANISATION SUB-COMMITTEE. 1 

At its meeting on January 21st, 1931, the Commission of Enquiry for European Union set 
up a sub-committee consisting of the representatives of Denmark, Finland, France, Germany, 
British Empire, Gre~ce, Italy, Poland, Portugal, Spain, Sv.:it~erland and Yugoslavia, to study 
the constitution, organisation· and procedure of the Comm1ss1on. 

1 Document C.20of.M.82.19JI.VII (C.E.U.E.Jt6). 
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I. Before submitting to the Commission. t?e outcome of the Sub-Commi_tt~e·s discussions, 
it may be well to recall in a few words the ongm and character of the CommissiOn. . 

It will be remembered that the Assembly expressed its conv!ction th~t. close co-operat.ton 
between the Governments of Europe in every field of internatiOnal acttytty was. ~f capttal 
intportance for the preservation of peace, and associated itself with the unammous optmo~ of. the 
representatives of the European Governments that such co-operation was necessary. It mvtted 
the Governments of the European States Members of the League of Na~ions to fo~ them~elyes 
into a League Commission to pursue the enquiry. It was thus clearly specified t~at. thiS Commtsst?n 
should be an organ of the League, but that it should be open to the Commtsston to pursue tts 
enquiries in conjunction with non-European Members and with European non-me~berGovern~ents. 
On this subject the President of the Assembly said: "I am sure that I am expressmg the: unammous 
opinion of the Assembly in saying that those States Members of the League whtch are not 
represented on the Commission just set up should nevertheless be entitled to sen_d observers to 
the Commission's meetings, so that they may submit their views should they thmk fit. I take 
it that the Assembly approves this proposal ". 

2. It may also be well to call attention to the fact that, aftertheCommission'ssecondsessi~n. 
the Chaimtan was deputed to communicate to the Council the resolutions passed by the Commis
sion with a request that it take note of them and authorise the technical organisations and 
the Secretary-General of the League to take the necessary action. The Council, at its meeting 
on January 23rd, I9JI,l acted accordingly. 

From all this we obtain certain essential facts regarding the constitution and organisation 
of our Commission. First, as we have already seen, the Commission is a League Commission, 
and it is its duty, as such, to report to the Council and Assembly, which will decide what action 
is to be taken on its resolutions. Under these conditions, therefore, the Commission may secure 
the assistance of the teclmical organisations and advisory committees of the League. 

Secondly, those States Members of the League which are not represented on the Commission 
are entitled to send observers to its meetings and submit their views should they think fit. These 
States share, moreover, in the general supervision exercised by the Council and the Assembly 
over all the Commission's proceedings. 

J. Acting as a League Commission, the Commission of Enquiry is subject, generally, to the 
usual rules for such commissions, but it can, of course, make special rules of its own. For example, 
the Commission has already agreed that each Government may be represented by a delegate and, if 
it so desires, by a deputy delegate. Again, the Commission has already invited certain European 
Governments not Members of the League to take part in the study of the world economic crisis 
in so far as it affects the European countries as a whole. Further, it has set up ad hoc Committees 
of its own Members to deal with special questions. Naturally, it retains the right to set up other 
such committees in the future, on the understanding that, in each case, it will decide upon their 
composition, the subject with which they are to deal, and their duration. In each case, such 
committees should include representatives of the States specially interested in the questions 
under consideration. 

For the better organisation of our proceedings, it would doubtless be well to ask any Member 
who may wish to place a question on the agenda of any session to inform the Secretary-General 
not less than one month before the opening of the session. With the Chairman's approval, the 
Secretary-General could then send out a provisional agenda to all Members three weeks before the 
beginning of the session. Every request to have a question placed on the agenda should 
be accompanied by a statement specifying in detail the subject in question and its European 
aspects. 

At the first meeting of each session the Commission would fix its finai agenda, and questions 
whic~ were referred to the Commission but were not on the provisional agenda could not, of course, 
be discussed at the current session"unless, for reasons of urgency, the Commission so decided. The. 
Commission could always refer any question submitted to it to an ad hoc sub-commission for a 
prelintinary opinion before deciding whether to place it on the agenda. 

The Commission has already laid it down that, in principle, its proceedings shall be public. 
It might be arranged that, following the practice of the League Council, the Commission shall 
hold a private meeting at the beginning of each session for the purpose of fixing the final agenda. 

Every year, after the Assembly of the League of Nations, the Commission would elect its 
Chairman and its Vice-Chairman. 

The Secretary-General of the League of Nations would always act as Secretary to the 
Cominission. 
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Appendix VIII. 

RESOLUTIONS ON ECONOMIC QUESTIONS ADOPTED BY THE COMMISSION OF 
ENQUIRY FOR EUROPEAN UNION AT ITS THIRD SESSION IN MAY 1931. t 

The Commission of Enquiry for European Union: 
Being desirous of ~tudying all ~ethods likely to ~emedy the crisis which is now weighing 

upon ~uropean countnes, and of which the prolongation would cause an ever-growing distress 
and mtsery; 

Being convinced that the solution of this problem must be sought in ever more intimate 
economic co-operation between the States of Europe and the whole world: 

Adopts the following resolutions : 

1. EcoNOMIC Co-oRDINATION Sus-CoMMITTEE. 

The Commission of Enquiry decides to appoint an Economic Co-ordination Sub-Committee. 
All the States which take part in the work of the Commission of Enquiry will be represented 

on this Sub-Committee. 
· . The Sub-Committee will meet at Geneva on July 6th, 1931. This date will enable it to make 
its report to the Commission of Enquiry in good time and to communicate it before the Assembly 
to those Members of the League which are not represented on the Commission of Enquiry. 
· The Sub-Committee will endeavour to co-ordinate and, where necessary, to amplify the con
clusions that will be submitted to it after the special meetings referred to below, but its competence 
will not necessarily be limited to the questions dealt with at those meetings. On the contrary, 
the economic sphere with which it will deal is to be conceived on the widest lines. 

It will therefore be free to make to the Commission of Enquiry any proposals on economic 
questions that it may think fit. · . 

2. AGRICULTURAL PROBLEMS. 

(a) Having noted the recommendation passed by the " Committee to study the Problem 
of the Export of Future Harvest Surpluses of Cereals", which met in Paris on February 26th-28th 
last, the Commission of Enquiry again convenes that Committee for June roth, 1931, in Geneva, 
with a view to considering the proposals made by various delegations concerning agricultural 
problems, with due reference to the results of the Rome and London Conferences, 

. This Committee will be enlarged by the addition of the delegates of Hungary, Poland, 
Roumania, Turkey and the Union of Sovtet Socialist Republics. It may, if it thinks fit, get into 
touch with the oversea wheat-exporting countries which took part in the Rome and London 
Conferences. 

The question of agricultural preference is specially mentioned under Item 7 of this report. 

(b) The Commission has considered with interest the communication from the International 
Institute of Agriculture regarding the establishment of an international organisation for short-term 
agricultural credit, in which matter the preparatory work is already well advanced. . 

The Commission desires to be kept informed of the progress of future work on this question. 
It is of opinion that that work would be facilitated by the co-operation of the financial and 

economic organisations of the League. 

3· PROBLEMS OF PRODUCTION AND TRADE. 

The Commission of Enquiry recommends that tariff negotiations should be pursued and that 
consideration should be given to the desirability of extending and developing international 
economic agreements. • 

In particular : 

(a) It requests the Council to convene a meetin&"• when it thinks fit and a~ter con~ulting 
the Economic Committee or its Bureau and the Prestdent of the Conference wtth a Vtew to 
Concerted Economic Action, to take steps for the application of the principles formulated in the 
Commercial Convention of March 24th, 1930; and at the same time it recommends the European 
States to conform as far as possible henceforward to the principles laid down in that Convention. 

1 Document C.39s.M.rs8.1931.VII (Extract). 
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(b) It invites the States to continue and to endeavour to bring to a successful concl~ion 
as rapidly as possible the commercial negotiations ente~ed. ~~o ~y agreement between vanous 
Governments and the British Government on the latter s m1hahve. . 

(c) The Commission of Enquiry decides to convene at Geneva, on Ju!'e 2tth next, a Co.mmltt~e 
of highly qualified experts on economic subjects generally, who, :-vorkmg. m .contact w1th the1r 

. Governments and availing themselves of the work of the economic orgamsat~ons o~ ~he ~ague 
and of the International Labour Office, will examine, in comi?lete freedom and m a spmt of hberal 
understanding, all means which may seem calculated to brmg about closer ~nd. more profita~le 
co-operation between the different countries with a view to improving the orgamsahon of production 
and trade in the general interest. 

These experts will be ten in number, one being appointed. by each of the follo~g Gove~n
ments: Belgian, British, Czechoslovak, French, .German, Italian, Netherlands, Pohsh, SwediSh 
and Union of Soviet Socialist Republics. . . . 

The Committee may secure the assistance of the industnal experts w1th s~c1~ knowledge 
of the question of international economic agreements who are already co-operatmg m the work 
of the Economic Committee of the League of Nat ions. . 

4· AUSTRIA. 

A proposal had been submitted to the Commission of Enquiry that a committee be set up 
to consider measures by which the difficulties peculiar to Austria might be remedied. 

The Commission took note of this proposal. The representative of Austria having stated 
that his Government proposed, if necessary, itself to submit suggestions concerning the pro.bl~ms 
peculiar. to Austria for consideration by the special committees provided for by the CommiSSion, 
the latter approved this procedure. 

5· CREDIT. 

With regard to the problem of credit, the Commission of Enquiry considers it highly desirable 
that the work of mutual aid among the European countries which it is pursuing may be seconded, 
thanks to the confidence which should result, by an effective policy of financial co-operation, 
more especially in the matter of long-term credit. 

With a \'iew to preparing for this co-operation, it requests the Council to appoint a small 
committee of five members, consisting of representatives of the Governments, to consider, in 
conjunction with a delegation of the Financial Committee, what practical steps could be taken 
to facilitate the issue of State loans of an international character by more active intervention 
on the part of the League of Nations, within the scope of its organisation and in agreement with 
the bodies controlling the principal markets. 

This Committee's attention will be drawn to the value of the enquiries undertaken by the 
International Labour Office with a view to relieving unemployment by means of important public 
works. 

6. COLLABORATION WITH SPECIAL COMMITTEES. 

~e Governments .not represented on the special Committees mentioned in this report may 
su~m1t to those Committees memoranda or proposals and may, if necessary, delegate a represen
tative to support such memoranda or proposals. 

7• AGRICULTURAL P.JmFERENCE. 

(a) ~e Commission. of Enquiry recognises that, apart from the measures now in course 
of preparation ?r execution (organisation of the grain market, agricultural mortgage credit, 
~tc.), the establis~ment of a preferential agricultural regime would have the effect of ensuring 
m the abnormal crrcumstances now prevailing prices which would afford a better return for the 
Central and Eastern European grain exporters. . 
. The Committee mention~d in resolution 2 above, which is to meet on June xoth, 1931, may, 
if ~ecessary •. be entrusted With the task of ensuring the regular application of an exceptional 
r~e ~f thiS nature and .of co-ordin~ting the various arrangements made or contemplated with 
thiS object by ~~ exportmg ~tates ~ agreement with the importing States. · 

The <1>mm~10n of Enqurry cons1ders that the particular facilities in question, designed to 
meet the difficult!~ of the present situation, could be granted only as an exceptional and temporary 
measure and subject to the interests of third States. 

Further, the concessions which might be made in compensation should not be of a preferential 
character. 

. The question of the extension of special facilities to agricultural products other than grain 
will be ~laced on the ll{ienda. of the Co-ordination Sub-Committee referred to in Section I above. 
Meanwhile the ~retanat will prepare the necessary material so far as it can obtain information 
from the countnes concerned. 
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8. TRADE IN, AND TRANSIT OF, LIVE-STOCK, ETC. 

Having regard to ~~ capital imp~_>rtance of the problems of the trade in, and transit of, live
stock, .etc., the Cof!lm1~10n .of Enquuy decides that the conclusions at which the Economic 
Comm~tt~e may arnve f!1 thiS connection at its next session, shall also be referred to the Sub-
Commission on Economic Co-ordination. · 

9· UNEMPLOYMENT. 

. Th~ Commissio!l of E~quiry, h~ving taken note of !he International Labour Office's proposals 
wtth a VIew to practi~ action to relieve unemployment m Europe, requests that, with the Council's 
al?pro':al, a sub-committee comJX?sed of six members of the Commission should study, together 
w1th SIX members of the Governmg Body of the International Labour Office, the problems of 
une!flployment and in p~ic~ar the possibility of developing forthwith the international distri
bution ?f labour and. emtgra.hon of workers in E~ope. 

~IS Sub-Committee will also have to consider the draft contained in the Memorandum 
subnntted by the International Institute of Agriculture proposing a better use of all the factors 

. constituting production. · 

IO. TRANSPORT AND TRANSIT OF ELECTRIC POWER. 

The Commission of Enquiry requests the Council to ask the Communications and Transit 
~rganisation to study the question of the regime of international exchanges of electric power 
m Europe and to consult the Belgian, Czechoslovak, Norwegian and Spanish Governments in 
the matter. -

II. CUSTOMS EXEMPTION FOR LIQUID FUEL. 

The Commission of Enquiry requests the Council to ask the Communications 1Uld Transit 
Organisation to study this question, if necessary in collaboration with the Economic Organisation, 
and invites the States Members of the Commission of Enquiry to forward to the Secretariat the 
documentary material relating to the regulations applied in this connection in the different 
countries. 

I2. CUSTOMS NOMENCLATURE. 

With a view to contributing towards the improvement of conditions of trade between the 
different European countries, the Commission of Enquiry requests the Council to invite the 
Committee of Experts appointed to frame a draft unified nomenclature to expedite its work 
in order that its conclusions may be submitted to the next Assembly. 

IJ. TREATMENT OF FOREIGNERS. 

The Commission of Enquiry considers that a system of co-operation between the European 
States is inconceivable unless the nationals and undertakings of one State receive in the temtory 
of the other ·States equitable treatment approaching as nearly as possible to that accorded to the 
nationals and undertakings of the State concerned. 

It reaffirms that it would be desirable, as already asserted by the International Conference 
on the Treatment of Foreigners at the close of its first session on December 5th, 1929, to "draft 
. . . the proposed Convention on the most liberal lines, with the ~ibility of appending 
exceptions based on special situations of fact or of law at present exiSting, in view of which 
Governments would put forward their proposals ". 

The Commission of Enquiry has been informed of the steps taken in this sense by several 
of its members with a view to ensuring the success of the second session of the International 
Conference on the Treatment of Foreigners, and of the conformity of views reached by them on 
the majority of important points. . . . . . . 

Being confident of the successfullSSue of the combmed efforts of all Its members m thiS field, 
the Commission invites the latter to give their whole attention, in a spirit of genuine international 
co-operation, to the various problems raised by the drafts of the Convention on the Treatment 
of Foreigners, and to take all useful steps to enable the delegates of the European States at the 
next session of the Conference to be furnished with instructions allowing of the conclusion of a 
convention representing a real improvement in the system of European economic relations. 

14. PACT OF EcoNOMIC NoN-AGGRESSION. 

The Commission of Enquiry had also to consider the draft Protocol submitted by the delegation 
of the Union of Soviet Socialist Republics. It decides to refer it for examination to the Sub
Committee mentioned under Resolution I above. 
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LEAGUE OF NATIONS 
-.............. .., 

CQM~~SS~Qti Of ENQUIRY FOR EUROPEAN U~ION 
- . ' . . . . 

C()MMITTEE TQ ST~.JDr THE PROBLEM OF THE EXPORT 
OF.FUTURE HARVEST SURPLUSES OF CEREALS. 

• I 

(Second Session- June 25th to 27th) 

REPORT 
; • r i ~ 

The Committee appointed to study the problem of the export of future harvest surpluses of 
cereals, convened by the Commission of Enquiry for European Union, met at Geneva on june 
25th, 26th and 27th. It was attended by several delegations-those of Hungary, Poland, 
Roumania, Turkey and the Union of Soviet Socialist Republics-which were not present at its 
first session (February 26th to 28th). 

I. 

The Committee began by examining the conclusions to be drawn from the London Conference 
(May 18th to 23rd), at which the wheat-exporting countries of Europe and overseas endeavoured 
to organise their sales on the world market on concerted lines; at its first session, the Committee 
had decided that such organisation was highly desirable and calculated to remedy the dislocation 
of prices and conditions of sale. · 

The Committee regrets that it was not found possible to establish a broad international 
agreement on a worldwide scale, and trusts that efforts to arrive at an understanding will not be 
abandoned, but will be actively prosecuted. 

II. 

While not neglecting the worldwide aspect of the problem, the Committee considered the best 
means of improving the situation from a standpoint limited to Europe. In accordance with its 
terms of reference, it examined the question of a system of agricultural preference, which the 
Commission of Enquiry agreed would afford valuable assistance to the peoples of Central and 
Eastern Europe, who are suffering heavily from the depression. 
' Much information was exchanged on this subject. It was found that the general discussions 
on preference had been followed by definite action on practical lines. Certain endeavours have 
already led to the conclusion of specific conventions, while others are in preparation and under 
negotiation. The Committee carefully reviewed these patient efforts. The agreements concluded 
or prepared were considered in the most liberal spirit of co-operation and solidarity. The experi
ments made which have varied according to the possibilities in each case, were bilateral in 
character b~t have been thrown into the common stock. All concerned have been or will be 
informed of them, in order that everyone may profit. 
' The methods employed to put into effect a preferential tariff sysfem differ slightly one from 
another (reduction of Custo~s duty or ref~nd ?f .a poi"!ion of that d~ty). All of them, however, 
must have in common certam features whtch lt 1s desirable to specify. 
• In order that the preference may be in no way disguised, these proceedings should lead to 
public agreements which will be registered at the Secretariat of the League of Nations. 

They presuppose t~e approval o~ third parties. . . . 
If they involve eqwvalent concessions, the latter will not be of a preferential nature, but will 

be open to all who can invoke the most-favoured-nation clause. 
The preference will be expressed either as a percentage reduction in Customs duty or as a 

standard reduction; it will apply to specified quantities. 

_S.d.~. •·•n (F.} 9SS (A.) 7/J<. lJUp. Knndig. Series of Leaaue of Nations Publlcatlo,....,
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Further it will represent a temporary and limited exception. . . . . 
In this ~onnection, the Cereals Disposal Committee would r~fer t~ the essential ~nnciples laid 

down, during the Conference with a View toConcertedE~onomic Act~o~ at Genev~ m Novem.ber 
1930, by a Sub-Committee appointed to study the question of negotiations regarding the reg~~e 
of trade between the agricultural countries of Eastern Europe and the Wester~-European ~ountnes 
- principles which were confirmed or amplified at the subsequent meetmgs at Pans, Rome 
and Geneva. . . 

The Committee is of opinion that, with a view to the prosecution of the ope~t.wns no:-v. m 
progress and the satisfactory application of the preferential regime, and also to avOid 1eopardismg 
the success of the present undertaking, these rules must not be neglected, but must be adhered 
to in every case. . . 

They form the framework within which, in the Committee's view, the pr~ferent~al ~egime
whatever form it may take-must be placed in order to raise the fewest pos~Ible oJ;>1ectwns and 
secure the widest acceptance. The Committee considers that the preferent~al ~egime, reduce;! 
to these rules and these methods which would limit the scope of the exceptiOn 1t represents, IS 
compatible with the spirit of international co-operation. 

III. 

The work of the Cereals Disposal Committee was greatly facilitated by an enquiry carried 
out, from the standpoint of the countries interested in the export of grain, by the Permanent 
Committee for Economic Enquiry of the States of Central and Eastern Europe at a session held 
at Geneva on June 23rd and 24th. This latter Committee defined its views as follows: 

(1) The grain exporting countries of Central and Eastern Europe ask for preference for wheat, 
rye, barley, oats, maize, malt and flour. 

(2) They are of opinion that the preferential system will only secure results entirely satis
factory to themselves in so far as it is applied by all the grain-importing countries of Europe. For 
reasons of expediency, however, they are, at the present time, demanding this regime only from 
those countries which usually import cereals from them. 

(3) Preference is only to be granted for limited quantities, but it is of capital importance to 
the grain-exporting countries in question that any surpluses they may have should enjoy preference. 
Only if this is granted, will those countries achieve the object of the preferential regime-that is to 
say, the raising of the price of cereals in the exporting countries above the world level. For these 
reasons, the quotas enjoying preference should be so fixed that their total may correspond to the 
total export surpluses in those countries. 

(4) While leaving the choice of the form to be taken by the preference to be decided by 
bilateral negotiations, the grain-exporting countries in question consider that a reduction of 
import duties would be the form best calculated to serve their interests. 

IV. 

As regards those agreements in preparation which do not relate to Customs duties, but are 
designed to set up a special system by bilateral conventions with the object of securing better 
prices for agricultural produce by credit or other facilities, the Cereals Disposal Committee is of 
opinion that the application of these agreements raises extremely difficult problems, and no 
final conclusions can be reached on the subject. 

Being anxious, however, to avoid giving the impression that certain solutions might seem 
calculated to weaken the most-favoured-nation clause, the Committee wishes to receive fuller 
particulars of their exact tenor so that it may be better able to judge. 

v. 
_The Cereals Disposal Committee was called upon to examine what part it might be desirable 

for 1t to pia y subsequently . 
. The experience of ~ts present ~ession has m~de it r~alise that it is of capital importance for the 

mam~enance ~f order m mternatiOnal economic relatiOns for the preferential regime granted by 
c~rt.am countnes to others to be examined by a neutral organ giving every guarantee of impar
tiality, to see whether it co_rresponds to the principles set forth above. It therefore recommends 
t?at_ all arrangements of this nature should be communicated by the Secretariat of the League of 
Nations to the Cereals Disposal Committee. · 

VI. 

Th~ Com~ittee considered other s~lut~ons for improving the disposal of cereals. 
It IS convmced that a better orgamsatwn of the financing of the production and disposal of 

cereatls_ woufldCbe hke
1
Iy to mitigate appreciably the effects of the agricultural crisis on the exporting 

coun nes o ~ntra and Eastern Europe . 
. . ~~ vwws With great. satisfact_ion the progress accomplished since its last meetin in the or a

m~t_10!1 of the Internahpnal Agncultural .Mortgage Credit Company which will protably be rea~y 
to ucgm work next autumn. ' 
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It is happy to learn from the declarations made by the representatives of the International 
Institute of Agriculture, that the investigations undertaken by the latter conjointly with the 
Financial Organisation of the League of Nations for the international organisation of agricultural 
short-term credits have been continued. It hopes that they will rapidly lead to international 
action for the permanent improvement of the conditions of warehousing and disposal of surplus 
stocks of cereals. As, however, it is certain that no solution will be arrived at before the 1931 
harvest, the Committee has requested the International Institute of Agriculture to investigate 
the possibilities of setting up a provisional organisation to enable agricultural countries to finance 
their next harvest. . 

VII. 

The Committee has noted the efforts made to improve the conditions of the international 
transport of cereals, directed, on the one hand, towards a reduction of rates for the carriage of 
cereals over certain important routes and, on the other, towards the introduction of a negotiable 
waybill for international transports, which would give greater facilities for credit and for the 
disposal of cereals in the course of despatch. . 

The Committee took note of the work done in this sphere by the Communications and Transit 
Organisation of the League of Nations. It hopes that the coming revision of the International 
Convention on Traffic of Goods by Rail, will afford an opportunity for taking account of the 
legitimate interests of the international trade in cereals. 

VIII. 

The Committee considers that whatever solutions may be adopted with a view to an improve
ment in the disposal of cereals, such solutions, if they entail a preference, must be subject to 
the .rules set forth in the preceding paragraphs. · 

IX. 

Finally, the Committee is of opinion that a very definite advance has be~n made in the direction 
of practical measures in the course of the last few months. It regards th1s as a happ~ aug~ry of 
the success of the undertaking which it has at heart and it has no doubt that the contmuatlon of 
persevering efforts will shortly bring about a real improvement in the agricultural countries of 
Central and Eastern Europe, thus contributing to alleviate the distress from which the whole of 
the European economic structure is suffering. 
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Geneva, July_ roth, 1931. 

· LEAGUE OF NATIONS 

COMMISSION OF ENQUIRY FOR EUROPEAN UNION 

UNEMPLOYMENT COMMITTEE 

The Une~ployment Committee, which was· appointed by the Commission of Enquiry for 
European Umo~, met on July rst and 2nd, 1931, at the International Labour Office, Geneva. 

The followmg delegates were present: 

I. Delegates appointed by the European Commission: 

Germany: 
Austria: 

Dr. Oscar WEIGERT (assisted by Mme. Margarete 'EHLERF) · 
M. Karl FORCHHEIMER; . I ' 

Denmark: 
Great Britain: 

M. Kristian .ERIKSEN; · 

Czechoslovakia: 
Mr. James Alan BARLow; 
M. Zdenek FIERLINGER (assisted by Dr. Eugene STERN); 
M. Douchan YEREMITCH. Yugoslavia: . 

2 .. Delegates appointed by the Governing Body of the International Labour Office: 

Government Group: 

M. G. DE MICHELIS {Italy); 
M. Jean RoSNER (Poland), substitute for M. F. SOKAL; 

Employers' Group: 

M. Gino OLIVETTI {Italy); 
M. Hans VoGEL (Germany); 

Workers' Group: 

M. L. JouHAUX (France); 
M. Ch. ScHORCH (Switzerland); 

3. M. Ch. PICQUENARD (France), who had been invited as the result of a decision of the 
Governing Body of the International Labour Office to place before the Committee the point of 
view of France as a country of immigration. 

The Committee elected M. DE MICHELIS as Chairman. It held two plenary sittings on July rst, 
and set up three Sub-Committees to deal respectively with the following points: 

I. Placing Work. 
2. Public Works. 
3· Co-operation of the factors of production. 

At a plenary sitting held on July 2nd, the Committee adopted, in the following form, the 
draft resolutions presented by the Sub-Committees: · 

I. PLACING WORK. 

"The Unemployment Committee: 
" In view of the necessity of favouring an international migration of workers which 

might balance in Europe as exactly and rapi~y as possibl~ the supply of, and demand for, 
labour in so far as tb.is cannot be done w1thm the countnes concerned; 

. " Recommends the development of the policy of bilateral agreements already adopted 
by several European countries for organising the mi_gration of workers, and in particular 
fo-r recruiting workers in one country for employment m another and also for ensunng to the 
workers thus recruited equality of treatment with nationals, together with suitable employ
ment and living conditions; 
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.. And requests the Commission of Enquiry for European Union to submit to the Council 
of the League of Nations the following proposals: 

" I. That a technical placing Conference should be convened by the International 
Labour Office in the near future; 

"2. That Governments should be asked. to send experts on placing as delegates 
to this Conference. The Governing Body of the International Labour Office should ~ 
be invited to send to the Conference as delegates representatives of the. Employers 
Group and of the Workers' Group' of the Governing Body; 

" 3· That, as the object of the Conference will be to inv~tigate the means of 
C<H>rdinating the national placing services on a European scale, tts agenda should be 
as follows: 

"(a) The organisation of a permanent exchange of. inform~tion on ~he state 
of the labour market and the creation of the necessary mternat10nal bodies; · 

"(b) The means of facilitating bilateral relations between the various national 
placing systems for the actual transference of labour from one country to another; 

" (c) A comparison of the methods of placing in force in the various countries. 

• . " 4· . That a temporary secretariat (composed of a member of section, a clerk and 
a shorthand-typist) should be set up at the International Labour Office to pr,epare for 
the Conference." 

• 
II. PuBLIC WoRKS. 

"The Unemployment Committee: 

"Has taken note of the schemes for public works communicated to the International 
Labour Office by several Governments. . . 

" It observes that these scltemes, taken as a whole, are capable of providing employment 
for a large number of workers, not only in the actual execution of the works, but also by 
securing orders for numerous industries. 

" It thinks that the execution of such schemes would offer a valuable channel for the 
use of capital now lying idle, and so contribute to a diminution of unemployment and to a 
general business recovery. . · · · 

" The Committee considers that a policy of co-operation in public works would contribute 
to the harmonious development of the economic resources of Europe, and would take 
continuous account of the situation in the labour market, with a view to making employment 
more stable. . 

" It therefore requests the Credit Problems Committee to investigate at once the means 
of securing the permanent international co-operation required for the execution of any 
works recognised as furthering the economic development o( Europe and to promote for 
this purpose a policy of long-term credits which may inspire the confidence indispensable 
to lenders and secure favourable conditions to borrowers. " · 

Ill. Co-oPERATION OF THE FACTORS OF PRODUCTION. 

"The Unemployment Committee was also instructed to study the proposal made by the 
International Institute of Agriculture for a better use of all the elements of production. 

" It considers that the economic equilibrium of Europe would be better re-established if 
the surplus population which it cannot make use of could be employed for the exploitation 
of territories which are in a position to absorb it to good purpose. This would give free play 
and lend vitality to the forces which make for the economic development of the world. 

"But the_pr~blem ~f the tra~sfer of the surpl!ls active population is closely related to the 
search f?r temt<n;!es which are suitable for the rational settlement of groups of human beings, 
economically eqmpped for the purpose, for ~d. development, the exploitation of the soil, the 
develop~ent of commerce ~nd mdustry ansmg therefro~, and also for increasing the 
purchasmg power of the native populations and the constitution of fresh markets for the 
production, not only of Europe, but of the whole world. · 

" Such a ~rogramme, whi~h mus~ d;pend upon international co-operation, requires the 
su~rt of. capital and of credits. This mvolves the adoption of the international policy of 
cred•!;S whiCh has }>een pro~d f?r other forms of economic development. · 

The Committee h_as given tts general approval to the programme referred to in the 
~rst paragr~ph above. Smce a. more exhaustive enquiry with a view to putting this programme 
mto ~peration must nece~sarily extend beyond Europe, it suggests that the Commission of 
Enqutry for European Umon sh.ould propose to the Council of the League of Nations that the 
matter be referred for_stu.dy to tts competent bodies, with a view to the adoption of practical 
steps. For these stud1~ 1t woul~ be desirable to invite the help of the International Labour 
Office and the Internatwnal Institute of Agriculture. " . 
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Geneva, August 25th, 1931. 

LEAGUE OF NATIONS 

COMMISSION OF ENQUIR.Y FOR EUROPEAN UNION 

Note by the Secretary-General: 

~he Secretary-General. has the honour to transmit to the members of the Commission of 
Enqmry for Europe!ln Umo~ a memorandux_n which was .c?mmunicated to him by the Greek 
Govern~ent and wh1ch contams a _general rev1ew o~ the pos1bo? of Greek agricultural production. 
. Th?s d?Cument was prepared m accordance With a resolution adopted by the Commission at 
1ts s~ss10n. m ~ay (docume!lt ~-395·M.Is8.I9J.I.Vl,I, page 192, No. 7, paragraph 5) concerning 
the mclus1on m the Co-ordmabon Sub-Committee s agenda of the question of the extension of 
special facilities to agricultural products other than grain. 

MEMORANDUM FROM THE GREEK GOVERNMENT. 
[Translation.] 

It was not without very weighty reasons that the Vice-President of the Council and Minister 
for Foreign Affairs of Greece, at the third session of the Committee of Enquiry for European 
Union, urged that the special facilities, the grant of which is under consideration in the case of 
Central European cereals, should be extended to agricultural products other than cereals. 

· The accession to the Greek proposal of a number of other equally interested delegations 
affords further proof that the proposal deserves the attention of the Committee at least as much 
as the applications of the cereal-producing countries of Central and Eastern Europe. . 

The agricultural depression from which Greece and other countries with similar products are 
suffering is not one whit less serious than the depression prevailing in cereal-producing countries. 

A picture of the agricultural crisis in Greece may be found in the memorandum by 
M. Caramanos, Director-General at the Ministry of Agriculture, which is contained in the volume 
on the agricultural crisis recently published by the Secretariat (document C.2J9.M.Io5.193I.II.(B). 

After giving an account of the general phenomena of economic distress to be met with in 
Greece, as elsewhere in Europe, the memorandum enumerates special circumstances arising out 
of the settlement of the refugees, which, added to the other difficulties, have seriously aggravated 
the agricultural crisis. 

It should be borne in mind that the agricultural population of Greece amounts to 65 per cent 
of the total population. 

The principal symptoms of the crisis are, first, the fall in prices and, secondly, the decline 
in exports. The former development is to a great extent a result of the latter. The export 
market, for reasons which need not be given here, has to cope with prices which are much below 
the cost price of exported products. The producer is consequently faced with the follPwing 
dilemma: either he must continue to produce for export with the certainty of not earning even th ~ 
cost of production, or he must turn his attention to the home market. But the home market is 
glutted with surpluses. Hence the collapse in prices. 

M. Caramanos, in his memorandum, gives a table showing the decline in the export of the 
principal Greek agricultural products (tobacco, oil, wine, raisins, etc.). Below will be found tables 
showing the difference between the cost price of these products and the sale price they are fetching 
at present. 

I. TOBACCO. 
The tobacco production in Greece is of immense importance. As already stated, agriculture 

accounts for 65 per cent of the Greek population. Tobacco-growing alon~ accounts for 14.5 per 
cent-i.e., for 900,000 persons, or about one-sevent~ of th~ total population. . 

In values, the proportion of the tobacco exported m relation to the total volume of exports lS even 
greater. In 1929, it amounted to 56.52 per cent (3.948,55J,ooo drachmre out . of a total of 
6,985,196,ooo drachmre), and in 1930 to 57.15 per cent (J,J82,00J,OOO drachmre out of a total of 
5,917,846,ooo drachmre). . . . 

M. Caramanos gives in his memorandu~ the quanbhes of tobac~o exported m 1929 and 1930 
(reduction of 1.7 per cent) and the values m the same years (reduction of 12.8 per cent). 

New figures are now available for the 1930 harvest and its marketing between September 1st, 
1930, and May 31st, 1931. This period may be taken as virtually the equivalent of a year, since 

• 
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it includes the months during which the best part of the trade takes place; in the three months of 
the dead season there is little hope of any increase in the total sale figures. 

As compared with 50,055 tons exported in I929 at 78,880 drachmre per ton, ~d 49,I95 tons 
exported in I930 at 68,750 drachmre per ton, only 37,540 tons were sold durmg the penod September 
Ist, I930, to May JISt, I93I, with~ total value of 99I,2?o,ooo drachz:n:e (26,400 drachmre pe~ ton), 
which represents a further reduction of 2J.7 per cent m the quanhbes and 6I.6 per cent m the 

~~s regards the quantities, there may be a chance .(though, as stated, it is only a slight one) 
of an improvement in the months June-July-September I93I; but the position in regard to prices 
is bound to grow worse, since, in the first place, the best qualities have already been sold, and, 
in the second place, the fall in prices is always more marked at the close of the season. 

As stated, the sale price of tobacco shows an average fall from 78.88 drachmre per kilogramme 
in 1929 and 68.75 drachmre in I930 to 26.40 drachmre. This figure is averaged on the prices of 
different qualities graded in seven classes as in the following table (which also shows the quantities 
and values per class of tobacco sold between September Ist, I930, and May JISt, I9JI): 

Class of tobaa:o Quantity Value Average sale price 
Kilogrammes Drachmz Drachmz 

I. Thrace 126,55o;ooo 
I . . . . . . . . . . . J,700,000 J4.20 

II. ~tern llacedonia . . . II,6J5,ooo 407,560,000 Js.-
III. Central and Western Macedonia . s.67o,ooo I26,6JO,OOO 22.J5 
IV. Thessaly and Phthiotis . . I 5,8oo,ooo 97.880,000 I6.Bs 
V. JEtolia, Acarnania and Epirus . . 4,8Io,ooo 126;I8o,ooo 26.25 

VI. Attica and the Islands . . . . 
I 

4,5I5,000 95.550,000 21.I5 
VII. Peloponnese . . . . . . . . . 1,4IO,OOO Io,Bso,ooo 7·70 

Total . . . . . . . . I J7.540,000 99I,200,000 I 26.40 

The following table shows the items which constitute the cost price of high-grade tobacco 
from ~tern Macedonia: 

Cost of Production per Deciare. 

.• Labour ••.. 
Cost of planting 
Watering 

. . . 
Drachmz 

400 
280 
I25 
J75 
ISO 
6oo 
Boo 
200 

Cost of sowing • . . • • . • . • . • • 
Cost of weeding (five women's wages) . 
Cost of harvesting (twelve men's wages) 
Cost of treatment 
Fertilisers . . . . . . : : : : : : : : ·· · 
Drying • .• • • • • • • • • • • • • . • • • • • • • 
Insurance against hail . . . . • . . • . . • • . • 
Insurance against fire and interest on working capital 
Interest on fixed capital • • . . • • . • • 
Overhead costs and unforeseen expenditure 

Total . . . 

75 
75 

400 
400 
I20 

. The average yield per declare in this district is 75 kilogr~mmes, so that the cost per 
kilogra~e works ou~ at SJ.JS drachmre, or I8.J5 drachmre more than the sale price. 

It JS the same Wlth the other classes of tobacco, as will be seen from the following table: 

Cluo of tobacco Average cost Average Average coot Difference 

(lee above) of production yield per of production Average eale price between cost 
per declare deciare per kilogramme per kilogramme of production 
Drachmz Kilogrammea Drachmz Drachmz and aale price 

Drachmz 

I . • . . . . . J,soo 70 so.- -Is.Bo II J4.20 
• . . . . . . 4.000 75 53·35 III . J5.- -I8.35 
• . . . . . • 2,000 B5 IV 23·55 22.35 - 1.20 . . . . . . . 1,250 Bo 15.65 16.85 v 2,500 So 

+ 1.20 
• . . . • • • 31.25 26.25 VI -5.-. . . . . • . 1,250 75 I6.6s 2I.I5 + 4·50 VII • • . • . . . 750 IOO 7·50 . 7·70 + 0.20 
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There is no _POS~ibility of cutting down the cost of production as a glance at the figures 
of the wages pa1d will show. ' 

Fifty drachmre (3.35 gold francs) per man per day and 30 drachmre (2 gold francs) r 
woman-such are the. w~ges in Macedonia, where the cost of production per deciare is 4 '!:!, 
drachmre. In other ~tncts, where the cost of production is much less, as the preceding t~ble 
~bows (3,500 drachmre m Thrace; 2,:;oo drachmre in lEtolia, Acarnania and Epirus; 2,ooo drachmre 
m Central and Weste~ Macedoma; 1,250 drachmre in Thessaly, Phthiotis, Attica and the 
Islands; 750 drachmre m. the Pelopon~sus), wages are very much less. 

!he t?tal_loss occ~10ned by sellmg below the cost of production during the period under 
cons1derabon 1S shown m the following table: 

Class of tobacco Quantity sold I Loss (-) or profit ( +) I y,,.,,,.,_, ~ -· I+> 
(see above) Kilogrammes per kilogramme 

Drachmz Drach mao 

I 3.700,000 -15.80 - 58.46o,ooo 
II n,635,ooo -18.35 --213.502,000 

III • 5,67o,ooo -1.20 - 6,804,000 
IV 5,8oo,ooo + 1.20 + 6,g6o,ooo 
v 4,810,000 -5-- - 24,050,000 

VI 4.515,000 + 4-50 + 20,317,000 
VII 1,410,000 + 0.20_ + 282,000 

This amounts to a total difference of 275,256,750 drachmre, or some 18,5oo,ooo gold fran~. 

II. OIL. 

Cost of Production per Deciare. 

Cost of cultivation . . . . . . . 
Cost of pruning. . . . . . . . 
Cost of harvesting and pressing 
Fertilisers . . • . . . . . . . 
Various taxation • . . . • . . . • . • . 
Overhead costs and insurance against hail. 
Interest on working capital 
Interest on fixed capital. 

Total • . . . • . 

Drachmz 

6o 
50 

150 
75 
50 
30 
30 

225 

The average yield per deciare is 32 kilogrammes, so that the cost of production works out 
at 21 drachmre per kilogramme. The sale price averages II drachmre per kilogramme, so that 
there is a loss for the producer of 10 drachmre per kilogramme, or 320 drachmre per deciare. 

III. WINE. 

Cost of Production per Deciare. 

Cost of cultivation . • . . . • . • . • 
Sulphur treatment • . • . . . • . . • . 
Cost of gathering and pressing . . . . . . 
Overhead costs and unforeseen expenditure 
Interest on working capital 
Interest on fixed capital. 
Amortisation of plant . 

Total • . • • 

Drachmz 

300 
go 

100 
30 
6o 

275 
IIO 

1,025 

The average yield per deciare is 400 kilogram~es, so that the cos~ of p~oduction works. ~ut 
at 2.50 drachmre per kilogramme (cost of production of average qual1ty wme; other qualities 
range from 1.75 drachmre per kilogramme up to 3.25 drachmre per kilogramme for the 
highest quality). · 

Taking into account the fall in sale I?rices in foreign markets, and deductin_g cost of transport 
and trading costs, the producer is left W1th no more than x.8o drachmre per kilogramme; so that 
there is a loss of 0.70 drachmre per kilogramme, or 280 drachmre per deciare. 
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IV. RAISINS. 

Cost of Production per Deciare. 

Cost of cultivation . 
Care of plants • • . 
Chemical treatment . 
Cost of gathering . • . . • . . . . • 
Overhead costs and insurance against hail 
Interest on working capital 
Interest on fix~ capital. 

Total • . • . •.. 

• 

.Drachm"' 

J10 
250 
240 
125 
IIO 
140 
500 

1,675 

The average yield per deciare is 6oo Venetian pounds, so that the cost of production works 
out at 2.8o drachmre per pound. The average sale price is 2.20 drachmre per Venetian pound 
so that there is a loss for the producer of o.6o drachma per pound, or 360 drachmre per declare. 

• • • 
The outcome of such a situation is obvious. The producer, working at a loss, is compelled 

. to contract new debts in order to continue to grow his crops and satisfy his personal.requirements 
-a purely temporary palliative which is worse than the original evil. The interest payments 
on the new loans augment the cost of production, and the position of the producer becomes 
more and more critical. Compelled to make petty economies in order to provide for current 
cash requirements, he is unable to improve his methods of cultivation and thereby reduce his 
cost of production. Again, the rate he has to pay for his loans will be increasingly usurious in 
proportion as his position is affected, particularly as there is scant prospect of his marketing 
the whole of next year's crop, which constitutes the security for his borrowing. 

The banks themselves, in order to avoid being involved in heavy losses, are compelled to 
restrict their agricultural business to a minimum, and continually to raise the terms on which 
they are prepared to finance producers. 

The latter, accordingly, are faced with complete ruin. To say nothing of the social perils 
which such a catastrophe would involve, it is easy to imagine the effect on the balance of 
payments of a country like Greece, in which agricultural produce constitutes the principal wealth 
out of which the country has to pay for its purchases and finance the service of its debt to other 
countries. 

• • • 
The State has done all in its power to cope with this situation. M. Caramanos' memorandum 

gives an account of what has been done. 
The proposal for the establishment of an international agricultural credit organisation, 

with which the Greek Government warmly associated itself from the first, cannot fail to bring 
relief to the producers. 

But these measures are, unfortunately, not enough. The crisis goes beyond the limits of 
the Greek national economy. It is too serious and too deep-seated to allow of a solution by anything 
ess than international action. The urgent need for such action appears to have been recognised 
n the case of the cereal-producing countries. The Greek Government believes it to be 
ndispensable that such action should be extended to include the agricultural products of Greece. 
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INTRODUCTION.l 

1. Before subinitting to the Commission of Enquiry for European Union our proposals 
in regard to the reports that have been laid before us, we should like to dispel a certain 
impression of incoherence that Inight arise on account of the number of those reports and 
the variety of the subjects dealt with by the various committees. 

• In point of fact, anyone who can succeed in grasping the relations between these 
subjects will find that there is not one of them that is not intimately linked with all the others. 
Thus the extent and urgency of credit proble1rn1 - whether they affect Government loans or 

1 The reports of the various special Committees and the other document& submitted for ooDI!i.deration by 
the Co-ordination Sub-Committee and the Minutes of the latter are enclosed with this report and are listed in 
the Appendix to it. 
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commercial credit - now demonstrate more clearly than ~ver that the whole founda~ion of 
economic life resides in a ready and adequate supply of capt~al. Th~se problems a:re directly 
connected with action in the matter of public works or "!atwn_al equ~p:me~t, to whtch pa~t of 
the International Labour Office report is devoted. This actton, agam, if successful, mtght 
provide valuable outlets for skilled labour, and thus touches on the problem of the 
iratn'f!ational provision of employment. . . 

Finally the circulation of capital is so closely bound up with the Cll'culatton of goods 
that it must hold a foremost place in any scheme aiming either at greater freedom of 
iraterttational trade in general or at the disposal of cereals in particular. 

Similarly we find that the problem of labour migrations and that of the treatment of 
foreignen for::O. a counterpart, in any conception of a better economic organisation, to the 
problem of the reduction of tariiJ barriers, on which depend in the case of agriculture the 
demand for greater facilities for the trade in stock-breeding products, and in the case of 
industry the problem of a rational development of the different forma of industrial 
organi.satitm on international lines. 

All these questions, together with others mentioned - for example, in the 
Unemployment Committee's report on the co-ope1·ation of the factors in production for the 
e.rploitation of territories not utilised - touch, complete one another and overlap, each 
demanding its own special place in the conception of a rapprochement which is the dominant 
feature of the report of the Sub-Committee of Economic Experts. 

The Commission of Enquiry for European Union should. therefore examine the various 
reports as a single whole, without losing sight of the influence of each of these questions 
on the others. , 

It is in the hope of assisting the Commission in this direction that we have grouped all 
the different subjects together in this report, though we have no time to examine them in 
detail. 

2. There is, however, a fundamental idea which in one form or another occupies the 
foremost place in almost all the reports. We refer to Europe's urgent need of a prompt 
restoration of confidence, meaning by that both the indispensable faith of the capitalist, the 
merchant, the manufacturer in the stability of the economic system in which they operate 
and the imperative necessity of being able to count on stable and cordial international 
relations in the political sphere. . 

The Sub-Committee of Economic Experts, in particular, views the absence of confidence, 
if not as the sole canse of the present crisis, at least as the principal factor "which tends to 
maintain and prolong it". · · 

" It is for the Governments, supported by public opinion, to make efforts to achieve 
closer co-operation and mutual support in order to restore a better state of affairs. " 

. On that condition alone does the Sub-Committee anticipate any large scale revival 
of trade and financial operations. 

The Committee on Credit Problems heavily stresses the same idea. 
The Co-ordination Sub-Committee accordingly expresses the earnest hope that the 

meetings of the Commission of Enquiry for European Union and the League Assembly 
1lill afford an opportunity of stimulating and encouraging a policy of genuine international 
co-operation. 

I. ECONOMIC RELATIONS AND INDUSTRIAL ORGANISATION • 

. 1. The report by the Sub-Committee of Economic Experts is distinguished by one 
specml feature from the numerous reports previously published by the League on similar 
subjects, and, in particular, from the conclusions of the World Economic Conference of 
1~2!. '!'his feature i~ th.e assertion, by a group of men who are daily at grips with the 
difficulties of economtc life, that even when Europe has emerged from the present crisis 
ahe ~~nnot hope fo~ a real economic revival unless she is prepared gradually to adapt the 
traditiOnal conceptiOn of separate national economic units and to approximate it - with 
every neceasary precaution, and possibly in forms as yet unknown - to the conception 
of one vast market accessible on equal terms to all or most of the producers of Europe. 

" The ultinlate goal must be the widest possible collaboration of the nations of 
Europe in the sense of making Europe a single market for the products of any and every 
conntry in it. " 

The expert11. are convi~ced that a mere return to the traditional pre-war state of affairs 
woul~ not IIUffJ.Ce to ac_h•eve the two-fold object which it is our business to pursue : to 
r..Qntnbute to the e~~tablillhment of a la11ting peace and to provide the necessary conditions 
fl!r Hu~h a development as Europe is entitled to expect, since for generations she has freely 
g~yen mtellect, ll?an-pow~r and capital to all the other continents and is still, despite her 
rmHfort'!neH,. eqUipJ!ed w~th the most powerfull and varied means of production. 

I.t 111 th111 con111d~ratwn that has led our experts to contemplate the possibility for 
the European countne11 of rapprochementil capable of developing into an economic and 
CulltODll union of the whole of Europe. 
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. Anxious, .how~ver, not to ag~avate the present difficulties by importing disquietude 
mto the public ~~d and. uncerta~nty into commercial relations, they have endeavoured 
to accompany this Idea With a senes of guarantees, chief among which are the following : 

- ·The groups of count.ries 'Yhich these rapprochements affect should be such as to ensure 
that they are m confornuty. With the general interest and contribute to the general progress 
~f Europe. They should n;tclud~ ~ree movement ?f individuals, goods and capital and, 
mdeed, all forms of ~~ononuc a~tivity, so that a fair balance may be established between 
advant.ages and sacrific~s .. The Idea of the future economic solidarity of Europe should be 
~ubord~nated to the pnnmpl~ of the equitable treatment of commerce, thereby ensuring 
mcreasmgly close a~d profitable mutual relations with other countries, especially 
non-European countnes. Fmally, should they affect the rights conferred by the most
favoured-nation clause, these agreements should not be allowed to come into force until 
an understanding has been reached with the countries concerned. 

2. We have long been accustomed to consider the phenomenon of commerce from an 
exclusively national standpoint- that is to say, as representing the relations of every 
kind between a given economic unit and all the other economic units. Now comes the 
dominant idea of the economic experts suddenly to change our whole outlook and oblige 
us to take a bird's-eye view of the network of varied economic relations established among 
a large number of countries.· We are a little staggered by the number and variety of the 
problems raised by the idea of European rapprochements. 

Moreover, we realise, like the experts, that it would be extremely difficult in the 
present circumstances to ask countries which are struggling desperately with the crisis 
to agree in the interests of Europe to any appreciable reduction of their measures of 
protection. Pending a return to better conditions, however, we think it necessary, while 
contenting ourselves for the moment with such modest progress as may be possible, to 
attempt to change this defensive mentality gradually into a constructive mentality. 

We would therefore propose that the Commission of Enquiry for European Union 
instruct the League Economic Committee, with the help of the material to be prepared 
by the Secretariat for its use, to study the complex of problems raised by the idea of 
" economic rapprochements " in order to bring it before us in more concrete and accessible 
forms. 

The report of the Sub-Committee of Economic Experts- of which the Co-ordination 
Sub-Committee has taken cognisance without expressing itself on points of substance
should also, we think, be communicated to all the Governments represented on the 
Commission of Enquiry for European Union, with a request for their observations. This, 
together with the other material, will afford the Economic Committee every opportunity 
- provided it is given sufficient time -for a conscientious and thorough examination 

· of the question. 
We agree on this point with the Sub-Committee of Economic Experts and we 

recommend at once that, with the Council's approval, the Economic Committee should be 
encouraged to resume and pursue its consultations concerning the most important branches 
of production. 

Based on the idea of "economic rapprochement ", these consultations should give all 
those concerned, without exception, an opportunity of examining together the best 
methods of ensuring a better organisation of each branch of production and of thus 
contributing to the work of solidarity pursued by the Commission of Enquiry for European 
Union. 

The economic experts, in transmitting their report, requested their Chairman to draw 
our attention to the fact that " it would undoubtedly be advantageous if, as soon as the 
form and purpose of the plans in contemplation with ~ view to bringi!lg about this 
rapprochement have sufficiently taken shape, an opportum.ty may be proVld.ed for a full 
examination of the possible repercussions and effects which such plans might produce 
on the interest of non-European States ". . . . . . 

This preoccupation of the experts s~eJ?S to ~s entirely. ~ustified, and ~e .thmk that 
the Economic Committee, composed as It IS ?f highly qm~lif1ed experts enJoymg .general 
confidence and chosen from among the different contments, would be particularly 
competent to undertake this examination. 

II. CREDIT PROBLEMS. 

1. STATE LOANS. 

The Co-ordination Committee has examined the report ~ransmitted to it . by t~e 
Committee of Government Experts which, tog~ther with a de.legatw~ of t~e League Finaumal 
Co~mittee, has examined the problem for which the Council appomted It- namely : 

" To consider what practical steps could be taken . to . facilitate_ the issue of 
Government loans of an international character.by more .act~ve mter:eutwn on the p~rt 
of the League of ~ations, wi~hi~ the scope o~. Its orgamsatwn and m agreement w1th 
the bodies controlling the prmmpal markets. 
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This Committee on Credit Problems has also had before it the v~rious suggestions m~de 
by the French delegation at the session of the Commission of Enqwry f~r European Uru?n 
iii May 1931 and the results of the enquiries undertaken by the InternatiOnal Labour Office 
in connection with public works. . . . . . 

With reference to the specific questwns submitted to It, the Comnnttee on Credit 
Problems endorsed without hesitation the proposal of the French ~overnment that th~ 
Financial Committee, acting in accordance with the in&tructions received fro~ the Council 
of the League, should be prepared to consider such applications from borrowmg States as 
may be made to it for its assistance. . . 

In addition, it indicated the procedure which should, i~ its _opinion, ~e adopted m this 
connection. It observed that the Financial Committee, which IS the advisory body to the 
Council in such questions, possesses quite special authority and experience in these matters, 
and that the creation of a new organism should not be contemplated. It suggests, however, 
at the same time that, for the purpose of such work as may arise in connection with the ~ssue 
of international loans in the future, close co-operation with the Bank for InternatiOnal 
Settlements would be desirable, and that the assistance of Treasury officials would prove 
useful. In this connection it recalls that the Financial Committee has, in the past, adopted 
on several occasions a system of creating ad hoc delegations consisting of its own members and 
other persons with special competence in the matters under consideration. 

The Commission of Enquiry for European Union may therefore deem it desirable to 
suggest that the Council should give its approval to the appointment of one or more 
delegations of this character whenever it may be desirable to have the assistance of Treasury 
officials. 

The various detailed proposals made by the Committee on Credit Problems on other 
subjects referred to in the document submitted by the French delegation in May 1931 to the 
Commission of Enquiry for European Union the Council will no doubt desire to refer to the 
appropriate League organs. 

2. LONG- AND 1\IEDIUM-TER~f CREDITS •. 

The Sub-Committee of Economic Experts took up an interesting proposal by 
M. Francqui for the creation of an institution for long- and medium-term credits. 

The Co-ordination Sub-Committee proposes that the Commission of Enquiry for 
European Union should ask the Council of the League to give instructions for the study of 
M. Francqui's scheme as soon as possible with his assistance. 

3. SHORT-TERM AGRICULTURAL CREDITS. 

The Co-ordination Sub-Committee has received a communication from the International 
Institute of Agriculture concerning the creation of an international orgarrisation for short
term agricultural credits. It noted that the Institute proposes to hold a Conference to come 
t{) a final decision on this subject. 

III. AGRICULTURAL QUESTIONS. 

1. REPORT OF THE CEREALS COIDUTTEE. 

The Co-ordination Sub-Committee reviewed the work done by the committee appointed 
to study the problem of the export of future harvest surpluses of cereals. 

To cope with the special difficulties affecting the grain-growing populations of Central 
and Eastern Europe, and in response to the appeal made to the Commission of Enquiry 
for European Union in December 1930, systematic action has been taken in several different 
directions. 

An attempt had been made to organise the international wheat market. The Co
ordination Sub-Committee regrets the failure of the London Conference (May 18th to 23rd, 
1931) to secure a broad international agreement, on a world basis, between the European 
and the oversea wheat-exporting countries : it expresses the hope that the efforts to conclude 
an agreement will be continued energetically. 

2. TREATIES CONTAINING PREFERENTIAL CLAUSES. 

Attempts have also been made to establish bilateral convention agreements for Customs 
preference for purchases of grain from certain Central and Eastern European countries. 

The Co-ordination Hub-Committee notes in this connection that the Cereals Committee 
(in J!UrMuance of the conclusions of the Second Conference for Concerted Economic 
AHinn) hall put forward certain conditions, precautions and rules for ensuring that these 
agrf'~rrll,nh have th~ c'~aracter th~y must retain- that is to say, that they have the character 
of ternyJOrary awl llrrnted exceptiOns to the most-favoured-nation clause and do not form 
a ru,w anti J•ermanent system which would be capable of further develdpment and might 
eventually SUIH,rHede the olll one. 
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The Sub-Commi_ttee ~hin~a.tha~ the Commission of Enquiry might recommend that 
thes~ ~ules be complied With, mcluding those relating to the sanction of third parties and 
publictty. ; -~ 

The Sub-Committee, having examined the' preferential arrangements laid down in the 
German-~oumanian Commercial Agreement of June 27th, 1931, and the German-Hungarian 
CoiD:merctal. Agre~ment of ~ul~ 18th, _1931, expresses the opinion that these arrangements 
are m keepmg With the prmctples laid down at the Second International Conference for 
Cl?ncerted ~conomic Action on November 28th, 1930, and that they fulfil the conditions 
laid down m the report of the C~mmittee to Study the Problem of the Export of Future 
Harvest Surpluses of Cereals, subJect to the consent of the other countries interested. 

The Sub-Committee points out that the action taken in the agricultural sphere has been 
rounded off by the institution of an international mortgage credit. It has learnt with 
satisfaction of the progress made by the Organising Committee appointed by the Council. 
It recommends that the third and last step in the foundation of the Institute be taken 
without delay. 

'The Sub-Committee is of opinion that the Cereals Committee could 'still do useful 
work by examining the most suitable measures for remedying the situation. At its next 
session, the Commission of Enquiry might perhaps summon a further meeting of the Cereals 
Committee. · · 

3. REQUEST FOB. THE EXTENSION OF PREFERENCE TO AGRzCULTUB.AL PltODUCTS OTHER 
THA.N GRA.IN. 

The Co-ordination Sub-Committee examined a memorandum by the Greek Government 
on the extension of special facilities to agricultural products other than grain. The ideas 
set foi'th in the memorandum were supported by a number of delegations which also asked 
for the extension of the system to other products. 

The Sub-Committee considered that this question should continue to be studied by a 
special committee like the Cereals Committee. The Commission of Enquiry for European 
Union expects to be informed of any bilateral agreements, similar to those already concluded 
on the subject of cereals, that may be concluded in the meantime. 

4. TB.A.DE IN STOCK-BREEDING PRODUCTS • 
... 

The Co-ordination Sub-Committee heard a statement by the Chairman of the Economic 
Committee of the League on the position of the work being done for the improvement of the 
trade in stock-breeding products and raw materials of animal origin used for industrial 
purposes. It noted that three draft veterinary conventions prepared by the Economic 
Committee in consultation with qualified experts have already been communicated to 
Governments for their observations, with a view to a future international diplomatic 
conference on the three drafts. 
• Inasmuch as these drafts are not concerned with the paramount question of the export 
and import of animals and meat, the Polish and Czechoslovak delegates, supported by other 
delegates, made proposals for the work in progress for the introduction of a liberal regime, 
as regards the trade in and transit of stock-breeding products to be expedited, and for the 
Economic Committee of the League of Nations to be requested to prepare a preliminary 
draft international convention on the import and export of animals, meat and othe:t products 
of animal origin. 

IV. UNEMPLOYMENT. 

The problems connected with labour, which have become exceptionally acute owing 
to the severe unemployment crisis, were taken up and examined by the various Ct•mmittees 
with special care. 

1. The Co-ordination Sub-Committee considers that the Commission of Enquiry 
should approve the proposal~ concerning international placing and, in pa.;ticula.r,. those 
for the summoning of a. techruca.l conference, to meet upon the terms and With the agenda. 
suggested. 

2. The Sub-Committee firmly believes tha.li the execution of public works of common 
interest might be very valuable to European co-operation, and therefore proposes that the 
conclusions as to public works put forward by the Unemployment and Credit Problems 
Committees be approved and that the examination of ~ny schemes s~bmitted by Go~ernments 
to the League of Nations be undertake~ by the ~o~nuttee of Enqmry set up_ for this purpose 
by the Communications and Transit O~ga.rusa.twn. The l~tter Comnuttee ~hould ~e 
completed by the addition of representatives of the Interna.twna.l Labour Office and, if 
necessary, of the competent organs of the League. 

Should the execution of the public works in question require financial support from 
the League, the conclusions of the Committee of Enquiry would be submitted to the Financial 
Committee. 

The Commission of Enquiry for European Union would be kep6 informed of the progress 
of this work. 

3. The Sub-Committee has taken note of the suggestions ~a.de by the Internatio!lal 
Institute of Agriculture with a. view to the co-operation of the vanous factors of production 
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for the exploitation of territories not utilised. It agreea with the Unemployment C?mmittee 
that these suggestions must inevitably, sooner or later, exceed t~e E~ropea~ honzon, and 
proposes that the L~ague Council should submit ~hem for exanunat10n by 1ts competent 
organs, in concert With the Unemployment Comnnttee. · 

· V. · PACT OF ECONOMIC NON-AGGRESSION. 

The Co-ordination Sub-Committee discussed the draft Pact of Economic Non-Aggression 
presented by the delegation of the Union of Soviet Socialist Republics. It recommends 
to the Commission that the Pact be studied in greater detail. 

The delegation of the Union of Soviet Socialist Republics suggested that, if no immediate 
decision could be reached, this study should be entrusted to a special committee to be 
appointed by the Commission of Enquiry. 

VI. LIAISON WITH THE LEAGUE ADVISORY ORGANISATIONS. 

The Co-ordination Sub-Committee expresses the opiuion that the examination and 
study which may be referred to the League's permanent advisory bodies, and to which 
reference is made in this report, should be pursued in liaison with the Commission of Enquiry. 
The liaison should be established through a member of that special com1nittee of the 
Commission of Enquiry which has studied the question with which the permanent technical 
organisation is called upon to deal. 

VII. CONCLUSIONS. 

The wealth and abundance of the material investigated by the Co-ordination Sub
Committee will be clear from the foregoing. 

There are, however, in this wealth of material, certain major guiding ideas which 
the Sub-Committee would, in conclusion, like to emphasise. 

The first of these is that the psychological factor dominates the economic crisis 
affecting most nations to-day, and it is for politicians, above all, to influence men's minds 
by spreading through the world, by their actions, a general feeling of confidence. 

The second idea is that there is no one miraculous prescription capable of restoring 
economic equilibrium in a few months, nor is there any single strict theory which can be 
recommended as capable, in itself, of leading to success. It would rather appear to be 
necessary to discard every preconceived opinion, to be guided by experience, and to seek 
for remedies wherever there seems to be a chance of finding them. 

All the efforts and attempts referred to in this report will be effective if they are 
perineated by a spirit of co-operation, association and mutual aid. · 

It should not be forgotten that, by virtue of its scale and its general character, the 
present economic crisis raises new problems, to the proportions and complexity of which 
men's minds will have to adjust themselves. If they do so unreservedly, each contributing 
his due share to the common task, hope and confidence will take the place of anxiety and 
doubt. 

Appendix. 

LisT OP DOCt:'liENTS SUBMITTED TO THE ECONOMIC CO-ORDINATION SUB-COMMITTEE 
FOR EXAlliNATION (AUGUST 31ST1 1931). 

1. Report of the Bub-Committee of Economic Experts. 
Document C.510.M.215.1931.VII. 

2. Report of the Credit Problems Committee. 
Document C.504.M.211.1931. VII. 

3. llemorandum by the President of the International Institute of Agriculture on the 
Creation of an International Organisation for Short-term Agricultural Credits. 
Document C.501.M.209.1931.VII. · 

4. Report of the Committee to study the Problem of the Export of Future Harvest 
HufJ,luses of Cereal11. 
IJ()(:ument CA30.M.179.1931.VII. 
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5. Communications from the German and Roumanian Governments regarding Preferen
tial Customs Duties for the Import into Germany of Barley for Fodder and of 
Roumanian Maize. 
Document C.503.M.210.1931.Vll. 

6. Communications from the German and Hungarian Governments regarding a Preferen
tial Customs Duty for Wheat ·of Hungarian Origin when imported into Germany. 
Document C.507 .M.213.1931.Vll. 

7. Extension of the Special Facilities to Agricultural Products other than Cereals·: 
Communication from the Greek Government. 
Document C.486.M.207 .1931.Vll. 

8. Conclusions of the Economic Committee on the Problem of the Trade in and Transit 
of Farm Products of Animal Origin (Draft Veterinary Convention). 
Document C.427 .M.177 .1931.Il.B. 

9. Report of the Committee on Unemployment.. 
Document C.437.M.184.1931.Vll. 

10. Draft Pact on Economic Non-Aggression submitted by the Government of the 
Union of Soviet Socialist Republics. 
Document C.354.M.153.1931.Vll. 
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• 

LEAGUE OF NATIONS 

CLAIM MADE BY THE FINNISH GOVERNMENT WITH 
R.EGARD TO FINNISH VESSELS USED DURING THE WAR 

BY THE GOVERNMENT. OF THE UNITED KINGDOM. 

Note by the Secretary-General. 

The Secretary-General of the League has the honour to communicate to the Council and 
the Membe:s of t~e League a memorandum whi~h. was transmitted to him on September 17th 
by the Umted Kmgdom delegate on the Council m reply to the observ01-tions of the Finnish 
representative at the meeting of the Council on September 14th, 1931. 

MEMORANDUM BY THE UNITED KINGDOM DELEGATE ON THE COUNCIL . . 
PRESENTED IN REPLY TO THE OBSERVATIONS OF THE FINNISH REPRESENTATIVE 

AT THE MEETING OF THE COUNCIL ON SEPTEMBER 14TH, 1931. 

I. The present memorandum relates exclusively to the question whether the Finnish 
shipowners did or did not exhaust the remedies open to them under the law of the United Kingdom. 

The statement of the Finnish representative on this case before the Council contained certain 
observations relating to other points, to which it may also be necessary to reply, but the material 
for this purpose is not available to the United Kingdom delegation in Geneva. Consequently, 
the United Kingdom delegate desires to reserve his right to present, if it should be found necessary, 
a further reply on these points. As regards the questions raised by the Finnish delegate relating 
to the interpretation and application of certain articles of the Covenant, these have already been 
dealt with by the United Kingdom delegate in his oral statement before the Council at its meeting 
on September 14th. 

The references in the present memorandum to pages and paragraphs of the statement of 
the Finnish representative relate to the typescript text of his statement in French circulated by 
the Finnish delegation at the meeting of the Council. 

2. The claim which is brought by" the Finnish Government before the Council in the present 
case is a claim on behalf of certain individual Finnish shipowners to receive payment and compen
sation in respect of the use of their ships by His Maje_st:(s Gov~rnme~~:t in the United ~i":gdom 
during the war, in 1916 and 1917. ~t IS cle~r that th1s IS a cia~ .. ~h1ch must come w1thm the 
scope of the well-established rule of mternat~o~allaw that the mdividuals concerned must ~~ve 
exhausted all their remedies under the mumc1pal law of the country concerned as a condition 
precedent to the right of the Government, whose n~tionals_the claimants are, to take up the claim 
and make it its own and present it through the diplomatic channel. In such a case, unless and 
until this condition precedent has bee~ fulfilled, .t~e c!aimants' Governmen~ has no right to ~ake 
up the case diplomatically at all and, .If the c~nd1bon 1_s fu~filled, must _base 1ts case on the failure 
of the country concerned to fulfil its mternatwnal obligations ~o provide _a system o~ law _and of 
courts of justice through which private individuals. ~ay obtam. redress m conformity w1th_ t~e 
requirements of international law. Until the mumc1pal remedies. have been ~xh~usted, _1t IS 

obviously impossible in such a case to contend that a State has fa1led ~o f~lfil 1ts mternatlonal 
obligations in this respect. Until this condition has been fulfilled, such a cla1m cannot assume an 
international character at all. 

No ground whatever has been indicated by the Finnish Government why the present case 
should not fall under this rule. / 

S.d.N. 910 (F.) 8.U {A.) 9/JI. Imp. Kundig. Series of League of Nations Publlc,d.>na 
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The United Kingdom delegate is, in the circumstances, unable to understand the observation 
of the Finnish delegate (page s. paragraph 3): . . . · · . . · 

.. C'est, en effet, a bmine raison que le Gouvernement britannique, dans son ar~m*':nt 
precedent, a omis de faire I' exception en question, ~tant donn~ que dans le present cas 1 o?jet 
du differend n'est pas de ceux qui, au sens propre du terme, relevent de la competence d ~ne 
autorite nationale. C'est le caractere international qui y prevaut, et !'essence de·la q~est10n 
se prete a une interpretation et a un examen d'apres les principes du droit int~rnat1on~~· 

- - . . 
3. The United Kingdom delegate is unable, owing to the relevant dlplo:natic corresJ:ondence 

not being immediately available, t? sta~e whether he admits the correctness of t':le stab~en~> 
of the Finnish delegate (r) that H1s Majesty's Government never suggested before IQ26 t.t:.~;t 1t 
was necessary for the Finnish shipowners to exhaust their remedies in the courts of t':le Umted 
Kingdom before any diplomatic claim could be considered, or (2) that His Majesty's Government 
never suggested after 1926 until the present time that the failure to exhaust t:te riJ~t of appeal 
,, .. as an obstacle to any diplomatic claim (page 3 (bottom) and top of pag~ 4). But, 1:1 any case; 
even if the statement is correct, it affords no argument against the validity of this objection now 
that it is taken by His Majesty's Government. His Majesty's Government has always rejected 
the claim. If His Majesty's Government, conscious of possessing a perfectly good defence to the 
Finnish claim on the merits, preferred in the earlier stages of the case, to base its reject:on 0:1 
grounds referring to the merits of the case rather than on this preliminary objectio:t, and thus to • 
endeavour to demonstrate the reasonableness of its action, such action in no way prejudices 
the right of His Majesty's Government to take this objection at a later date if the Finnish Govern
ment continue to press the claim. His Majesty's Government no doubt did co::~.tend t:tat the 
decision of the tribunal of first instance (the Admiralty Transport Arbitratio:l. BoJ.rd) must be 
regarded as settling the dispute-a contention which is well founded because the Finnish shipowners 
did not choose to- appeal from that decision, and the time for appeal has no·.v expired. 

4- The Finnish delegate, however, contended in his observations that t'1~ Finnish shipowners 
did, in fact, exhaust their municipal remedies (pages 6-8). The United Kin;; Jon delegab disput~s 
this contention on two separate grounds. These grounds are (a) that one of the grounds upon 
which the claim is now based by the Finnish Government has never been submitted to any British 
tribunal at all, and (b) that the other ground upon which the claim is based is one which was 
submitted to an English tribunal of first instance from which an appeal lay, but fro:n which no 
appeal was brought. It is necessary to take these two grounds separately. 

5 (a). The ground of claim which has never been submitted to anv English tribunal at all . 
is that which was first of all set out in the first Finnish memorandum (League documer.t C.470. 
M.200.I9JI.VII), paragraph 32, last sentence: 

"But, if, contrary to the present submission, it were to be eohblishe:l a~ a fac.t that, 
by virtue of an agreement or agreements with the Russian Government, t:te liabil t 1 incurred 
by the British Government in respect of the use and loss of the s!tips wa'; co:~t:actJal in 
character, it would be submitted that the rights corresponding t> sue!! liabi.Ltj accrued 
in the first instance to the owners." 

It must be admitted that the manner in which this ground of clai:n wJ.J fo~<IIab:l in t~1e 
Finnish memorandum was not very clear. The memorandum appeared, h:>·.v~7.;):, t> His Maje~ty's' 
Government to formulate some claim of a contractual character based presumably upo:t a co:.t:act 
to be implied from the user of the ships by His Majesty's Government. It was for this reaso:t 
that, in His Majesty's Government's memorandum (League document C.srg.M.2I8.193I.VII), 
paragraphs r8 and 22, it was pointed out that claims based upon contract formed (as the Finnish 
delegate admits in his observations) an exception under the Indemnity Act and could have been 
entertained by the ordinary English courts, and that the Finnish shipowners had failed to take 
this course. This interpretation of this passage in the Finnish memorandum seemed f1e more 
probable, seeing that, in another case, where the circumstances were very analo;;ous, relating to 
Russian (though not Finnish) ships, the shipowners did bring proceedings, based upo:t implied 
contract, by " Petition of Right " against His Majesty's Government before the ordinary courh. 
It now appears, however, from the observations of the Finnish delegt t~ te!ore t:1e Council 
(page 6) that t~e F.innish. Government do~s not ~1a~ that there is any cor.trr.ct, exrress or implied, 
betwee~ the .Fmmsh shipowners and HIS Majesty s Government m respect of the perio:l now 
u!lder diSCUSsion. The ground of claim (which the United Kingdom delegate ~till finds it somewhat 
difficult to understa~d) appears to be that i~ there. was. a contract l:ct.vcen His Majesty's Govern
ment an~ the Russmn Government, as HIS Majesty s Government alleges · the sums rayable 
un.der thiS contract would, under public international law, enure to the l:e~cfit of the Finnish 
shipowners, but that it _would !lot ha~e bee.n po~sible under English law for the Finnish shirowners 
to have ba~ any. cla1m ag~mst ~IS Majesty s Government upcq this ground. 

. ~n reply to ~hiS, the Um~ed Kmgdom delegate desires to call attention to the wcll-acceyted 
prlnclpl~ of English law that ~ternationallaw is part of the law of England, and to quote in this 
connectiOn an extr~t from~ judg!Dent of a former Lord Chief Jus~it:J of En ybnd in a wdl-known 
case. The Lord Ch1ef J ustlce sa1d: .. 

"The second proposition urged by Lord Robert Cecil fnt in~o:.n~h:t '.l h·,v forms 
part of the law of Engl~nd requires a word of explanation and comment. It is quite tn:e 
that, whatever has rece1ved the common consent of civilis,~d nation:; m"JJ~ hav.:J received 
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the assent ()f our country and ~hat to :which we have assente~ along with other nations in 
f?eneral rna~ -proper~y be called mte~ationalla'!' and~ such tmU be _acknowledged and applied 
1n ou~ mumc•~al tnbu_nals wh~n legtttmate occas.on anses for those tnbunals to decide questions 
to whtck doctnne!j of Jnterna~•o~al law may be r~levant. But any doctrine so invoked must 

. be. O?e really a~cepted a;; bmdmg between nations, and the international law sought to be 
apphe<J, must, _hke anythm~ ~lse, be proved by satisfactory evidence which must show either 
that the partlc~ar. proposition put forward has been recognised and acted upon by our 
~o\}ntry or that 1~ 1s of such a nature and has been so widely and generally accepted that 
1t can hardly be supposed that any civilised State would repudiate it." • 

. The presumption, therefore, is that, if there is any ground in public international law for the 
c.latm as thus put for:ward by the Finnish delegate, this ground would be acknowledged and 
accepted by the Engl.sh courts. In view of this, the Finnish Government is not entitled to 
contend that it has a valid claim in a matter of this kind, based upon public international law, 
and t~at _the En;,lish courts are not in a position to give effect to such a claim, unless and until 
the Fmn~sh nationals concerned have had recourse to the English courts. and given them an 
opportumty to pronounc'! upon the matter. · 

. Further, the ground of claim (even as now re-stated in the Finnish delegate's observations) 
~t~l ap~ars tote one of a contractual or quasi-contractual character, if it is possible to classify 
1t m ord~nary terms a~ all. .It would; at any rate,. not appear to be one to which the Indemnity 
Act applied. The Umted Kmgdom delegate certamly knows of no case in which a claim based 
upon such a ground has ever been brought before the English courts; but, on the other hand, 
he ventures to suggest that the principle of international law upon which the Finnish delegate 
founds this ground of his claim is a novel one. · 
· For this reason, the United Kingdom delegate maintains that it is perfectly clear that the 
Finnish Government are now basing this claim upon a ground which never has been submitted 
to the English courts and which should have been so submitted before it can be raised diploma
tically. 

(b). As regards the other ground of claim-namely, that the ships were, in fact, 
requisitioned by His Majesty's Government, a claim which was rejected by the tribunal of first 
instance-the United Kingdom delegate admits that an appeal only lay from the Admiralty 
Transport Arbitration Board upon " any direction or determination of the tribunal on any point 
of law". He submits, however, that the point at issue was entirely one of law. The question 
whether these ships were requisitioned by His Majesty's Government is one which depends (a) 
upon the determination of the facts as to what actually took place-a question of fact; and (b) 
upon the legal deduction to be drawn from the facts so found~.e., whether they constituted a 
requisition or not-which is a question of law; 

So far as the facts in the present case are concerned, the United Kingdom delegate submits that 
a comparison of the memoranda submitted by the Finnish Government and His Majesty's Govern-. 
ment respectively will show clearly that none of the important facts are really in dispute. Thus, 
for instance, it is common ground that the ships were at all relevant times in ports of the United 
.Kingdom; that they were, in fact, used by His Majesty's Government; that there was never 
any formal act of requisition by His Majesty's Government; that there was a formal requisition 
by the Russian Government Committee on behalf of the Russian Governmnt; that the representatives 
of the shipowners went to Petrograd to negotiate with the Russian Government the terms of 
hire and rates of compensation for loss of the ships; that the outbreak of the second Russian 
revolution prevented these negotiations from resulting in the drawing up of formal documents; 
and that, in the case of one ship which was lost, the compensation for loss was actually paid to the 
owners by the Russian Government Committee. 

On the other hand, the inference to be drawn from these facts is a question of law. Before 
the Admiralty Transport Arbitration Board, the Finnish shipowners made a submission of law 
which is set out in the judgment of the Board, which will be found in Append~ 7 .to the memorandum 
of His Majesty's Government (document C.sr6.M.2I8.I93I.VII), where 1t 1s stated that: 

" Counsel for the claimants contended that a requisition is constituted by taking and 
using, and nothing more is necessary to establish a claim under the Indemnity Act". 

This was a submission on a point of law which it was necessary for the claimants to make 
in order to establish their case, seeing that it was admitted that there was no formal requisition, 
and this contention the tribunal rejected in the following words: 

" Taking' and using are no doubt elements in the requisition of a ship, but they are not 
the sole elements. In order to bring the case within the Indemnity Act, it must be a taking 
in the exercise or purported exercise of a prerogative right or statutory right of His Majesty 
the King." 

. It will be seen, therefore, that the judgment of the tribunal of first instance is based upon a 
decision on a point of law, and that the decision on this point of law was essential to the conclusion 
reached by the tribunal. -

1 West Rand Gold Mining Co. v. Rex (1905, 2 K.B. 391, at page 406). The case turned upon a question of State 

succession in international law. 
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It was clearly open to the ~aimants to appeal to t.h~ Court of ApJ?eal upon this que~tion 
of law, which was in fact, the bas1s of the whole ol the deciSIOn of the Admrralty ~ransport Arblt~a
tion Board against them. The l~demnity Act~ in allowing an appeal :UP?n P<;>mts of Ia~, wh1le 
not allowing an appeal on questions of fact, mtroduced no novel pnnctple mto English law. 
Other examples of appeals allowed ~pon this ground only are to be found. For instan.c~, ~he County 
Courts Act, 1888, Section 120, whtch regulates appeals from county courts to a dtvlStonal court 
of the High Court of Justice, provides for an appeal on "any point of law or equity or on the 
admission or rejection of any evidence", and a passage in Halsbury's " Laws of England" 
commenting and explaining this provision (Volume VIII, page 6or) reads as follows: 

"Where there is no jury, the findings of fact of the judge are final; but where it is clear 
that such findings are dependent on an erroneous view of the law, or where there is no evidence 
to support such findings, an appeal lies." 

Further, under the Indemnity Act; a number of appeals were brought to the Court of Appeal 
from the Admiralty Transport Arbitration Board and other corresponding tribunals set up under 
this Act against findings of fact based on alleged erroneous views of the law. Though by no 
means all such appeals to the Court of Appeal are reported in the Law Reports, and though not 
all the English Law Reports are available in the Library of the Secretariat, it has been possible. 
to find in that library at least two instances of appeals to the Court of Appeal based upon the question 
whether the facts in the case constituted a requisition or not. 1 

6. For these reasons, the United Kingdom delegate contends that, in the present case, there 
was an effective right of appeal to the Court of Appeal open to the Finnish shipowners, and that . 
they have failed to exercise this right. For the reasons set out in the preceding paragraphs of 
this memorandum, the United Kingdom delegate contends that it is perfectly clear that, in the 
present case, the Finnish shipowners failed to exhaust the remedies open to them under the 
municipal law of the United Kingdom, and that, in consequence, the condition precedent for 
diplomatic intervention under the well-established rule of international law not being satisfied, 
the present case is not one which the Finnish Government have now, or ever have had, the right 
to make the subject of a diplomatic claim. 

1 
See The Moo Steam•hip Co. u. the Board of Trade (1 K.B. 44, 44 A.C. 133). Commercial and Estates Company 

of Egypt u. the Board of Trade (1925, 2 K.B., 271). 
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FIRST MEETING (PRIVATE, THEN PUBLIC). 

Held on Thursday, September 3rd, 1931, at 11 a.m. 

Chairman: l\1. MOTTA (Switzerland). 

35. Election of the Chairman. _ 

<;>n the proposal of M. FLANDIN (France), seconded by M. GRANDI (Italy), the Commission 
unantmously elected M. MoTTA (Switzerland) Chairman pending the arriual of M Briand 

(M. Motta took the Chair.) · · · · 

36. Opening Speech by the Chairman. 

The CHAIRMAN [Translation]. - I should like to express my sincere thanks for the honour 
YO';! have d~me me and the confidence you have shown in me. I know that I have no special 
cla1m to th1s post of honour ; I may perhaps say that your choice is to be taken as a tribute 
~otto me ~erson~~:lly, but rather to the general ideas that govern my country's policy- that 
1s to say, fnen?ship towards all nations and complete impartiality in the international sphere. 

I wo~ld hke to make i~ clear that I am occupying this chair purely provisionally. I 
- agree to d1rect your proceedmgs for the present session. The Chairman of this Commission 

is still 1\l. Briand, to whom the Commission will wish to offer its best wishes and respects. 
·We hope M. Briand will be entirely restored to health when he reaches Geneva next week 

and that he will himself report to the Assembly on our proceedings and present the full account 
of our work which it falls to our Chairman to submit. 

37. Adoption of the Agenda of the Session. 

On the proposal of the CHAIRMAN, the Commission determined its agenda and decided to 
discuss first the report from the Co-ordination Sub-Committee on economic questions. 

(The Commission went into public session.) 

38. Report of the Co-ordination Sub-Committee on Economic Questiona : General Discussion. 

M. BEcH (Luxemburg), Chainnan and Rapporteur of the Co-ordination Sub-Committee 
[Translation]. -When my colleagues asked me to present the report of the Co-ordination 
Sub-Committee (Annex 1), it was not my colleagues' intention that I should give you an 
analysis of the weighty matters placed before us or develop by word of mouth the conclusions 
of our report. Were I to comment on this report, which was drawn up by a Drafting Committee 
with the utmost care, I might, quite likely, distort its meaning, since the questions discussed 
in it are extremely complicated. My instructions are, rather, to state that, according to Lhe 
Sub-Committee's idea, the documents placed before you form a single whole, the report from 

_ the Co-ordination Sub-Committee constituting, so to speak, the introduction. 
In addition to the report in question, you have the reports from the Sub-Committee of 

Economic Experts (Annex 2), the Committee of Credit Problems (Annex 3), the Cereals 
Committee (Annex 4), and the Unemployment Committee (Annex 5). This collection of 
documents is completed by the Minutes of the meetings of the Co-ordination Sub-Committee. 

In the introductory part of the report, we have tried to group and co-ordinate the various 
questions that have been examined and which are examined m detail in the body of the 
report. We have also endeavoured to liring out the very close connection between all these 
subjects. 

Needless to say, the Sub-Committee regrets its inability to devote more time to the 
problems before it and thus carry out to your entire satisfaction the task entrusted to it by 
the Commission of Enquiry last May. That task was particularly wide. It was : 

" To co-ordinate and, where necessary, to amplify the conclusions that will be 
submitted to it after the special meetings nf the Committees of experts, but its competence 
will not necessarily be limited to the questions dealt with at those meetings. On the 
contrary, the economic sphere with which it will deal is to be conceived on the widest 
lines." 

Originally, the Sub-Committee was to have met on July 6th, so as to be ab!e to 
communicate its report to the Commission of Enquiry in good time. ExceptiOnal 
circumstances, the development of the economic depression and the immediate remedies 
that various countries were obliged to take in order to cope with urgent emergencies, necessi
tated the postponement of the meeting until the end of August. The Sub-Committee now 

_sets before you the result of its work during the last three days. 
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· In conclusion, let me stress one point. The guiding idea which has ei_Derged from .our 
proceedings and which will be found in nearly all the r.eports froll_l th~ experts IS that to a.ch1eve 
any improvement in t~e Europ~an si.tuatio~ th.e pnme necessity ~~ confidence both m the 
stability of the e~onom1c sy~~em m :Which c~p1tahsts1 ~raders a~d busmess men move and have 
their being, and m the stab1hty of mternat10nal poht1cal relat10ns. 

In this connection, I should like to quote once again from the report of the economic 
experts: 

" It is for the Governments, supported by public opinion, to make efforts to ach!ev~ 
closer co-operation and mutual support in order to restore a better state of affairs. 

I feel quite certain that the Commission of Enquiry, which inch~des so many statesmen 
responsible for their countries' policy, will achieve that closer co-operat10n and mutual support. 

M. ScHOBER (Austria) [Translation]. - The report of the Sub-Committee of Economic 
Experts courageously asks whether, by a new con.ceptio~ of European co-operation, it woul.d 
not be possible to bring about a new state of affairs wh1ch would promote both an economic 
revival and lasting peace in Europe. . . 

The Sub-Committee has considered, among other matters, the conditions with which 
Customs unions should comply if they are to achieve that end. . 

The report marks substantial progres~ in the. study of the problem of ~uropean union. 
The ideas expressed bear closely on the motives wh1ch last March led the Austnan and German 
Governments to enter into negotiations for a Customs Union. It was clear from the beginning 
that this scheme could only be realised .on con~ition that other Sta~es were pre~ared. to 
participate in it. We all know how th1s question developed. In v1ew of th1s situation, • 
and as the prQblem of Customs unions has been placed on the agenda of the Commission of 
Enquiry for European Union, we have come to an understanding with Germany as to our 
future attitude. 

The Austrian Government realises from the events of the past few months that, not
withstanding its intentions, the application of the proposed Customs Union might raise 
obstacles to confident co-operation between European States. The Federal Government, 
which takes the view that the advantages of such co-operation are closely bound up with the 
interests of Austria, therefore declares that it does not intend to pursue the project for a 
Customs Union. · · 

' 
I hope this declaration will be an essential element in bringing about the necessary general 

appeasement and in creating an atmosphere in which Governments will be able to co-operate 
constructively. For various reasons - which the organs of the League of Nations 
are studying - the economic depression, not only in Austria and Germany, but also 
in a large number of European States, has extended and become very much worse during the 
last few months. There has been a critical loss of confidence which is shaking the foundations 
of European economic life. My declaration - which I take this opportunity (the first that 
has arisen) to make- is a contribution towards the restoration of mutual confidence. 

European co-operation must now become a reality and positive results must be achieved. 
Austria is doing all she can to help herself. She has recently concluded new commercial 
treaties with Hungary, Czechoslovakia, Yugoslavia and Roumania and is ne~otiating an 
arrangement with Italy. I think I am entitled to say we have not been lacking m initiative. 

It is obvious, however, that these negotiations alone will not remedy the present economic 
depression or create the conditions necessary to sound economic development. In these 
circumstances, the Austrian Government is the more ready to co-operate in general European 
action and, as I stated in May, it will give loyal and serious consideration to any proposal 
in this connection. • 

. In. my opinion, the ideas which I expressed her~ a year ago are perfectly correct. It is 
1mposs1ble for the twenty-seven European States simultaneously to prepare one economic 
statute applicable to all. This aim can only be attained a step at a time, by groups of States. 
Al.l the. concrete proposals which have been put forward since that time are in harmony with 
th1s pnn~ip~e- for inst~n~e, the n~gotiations for.tariff r~ductions now.in progress between 
Gr~~t Bntam and the pnnc1pal contmental countries, whiCh are of partiCular importance to 
Bnt1~h trade. Austria is playing a modest part in these negotiations. She has been unable 
pendmg the result of her own negotiations w1th her neighbours, to give Great Britain a favour: 
ahl~ reply. Now those negotiations have been concluded, she will endeavour to do so. I 
beheve that a satisfactory conclusion. to the negotiations between the continental countries 
and Great Britain would have a decisive influence on European commercial policy. 

The French delegation mad~ a proposal last May to the et:fect that preferential duties 
•hould be ~ranted to the countnes of Eastern Europe for certam quantities of cereals and 
that AuK~na should he at liberty to accept preferential duties for certain of her exports. 
l'referenttal duties on cereals have in the meantime been embodied in several treaties. The 
con~~ent of. the most favoured nations is, however, required to give them practical effect. 
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The propos:'.l t!> gra!lt Austria preferential duties has not as yet been discussed. I can best. 
promote t.h1s discussiOn by frankly stating my own views on the matter. 

A?stria is not. in a p_osition to ~ecure un!lateral preferential duties except. in the case of 
count!"les whose exports mto Austna. have h1therto been far larger .than their imports from 
Austna. . In th~ case of othe! c~untnes, the most she can hope for 1s the grant of reciprocal 
pre.f~r~nt1al dut1es. The. obJections would be greatly diminished if Austria extended the 
faCJhtJ~S granted to pa~1cula~ countries in return for preferential duties to all countries 
accord~ng her preferential tanfis. Th_ere wo?l.d still remain the d!fficulty that free trade 
countnes ~~;re! as a matter of course, n!>t m a pos1t10n to grant preferential duties to any country. 
They adm1t 1mpo~ts from all countries duty free, or almost duty free. I maintain that such 
fre~. t!ade countnes shou.ld be g!anted most-favoured-nation treatment in respect of the 
facJht1es ~rante~ by Austna.to whiCh refer.enc~ has been made. Whether the plan of granting 
preferential duties to Austr1a can be carr1ed mto efTect depends on the attitude adopted by 
the Commission of Enquiry for European Union. 

It i~ almo.st certain that, after 11; revie'Y of the proposal~ that have been made, up to the 
present, 1~ vanous quarters, no ?ne Will consider that fully satisfactory suggestions for European 
co-operatiOn have yet been discovered. Other methods must therefore be examined. In 
the first place, the possibility of successfully establishing mutual free trade between countries 
whic~ are ready for it. sho';lld be c!>nsidered. This is no.t merely the mo~t efiective way of 
creatmg larger economic umts. It IS also a means of provmg that, paradoxiCal as it may seem 
at first sight, it is easier to establish mutual free trade than to make large tariff reductions. 

I should not like to anticipate the subsequent examination of this question, and I therefore 
only suggest that a Sub-Committee should be appointed to lay down in statutory form what 
are the essential features of a Customs Union. 

M. ToNISSON (Estonia) [Translation].- When two years ago, at the tenth session of the 
Assembly, M. Briand put forward the idea for European Union, the warmest supporters of 
that idea were plainly very doubtful of its chances of immediate success. Since then, however, 
much has been done to bring about the economic consolidation of Europe. We are glad to 
see to-day fresh evidence of the progress of this undertaking. 

Nevertheless, this progress towards the adjustment of the economic interests of Europe 
will not suffice ~o restore complete harmony between the various nations ; it requires to be 
confirmed and upheld by an enlightened conception of the whole system governing inter-
national relations. · 

The foundation of a community of the European nations on the basis of the ideas and 
convictions now current presents difficulties that are in some cases insurmountable. The 
melancholy result of the Hague Conferences was due, not only to the political difficulties 
resulting from the rivalry of the great Powers of Europe, but also very largely to the idea of 
international law held by the pre-war generations. The notion of an absolute and exclusive 
sovereignty was so firmly implanted in men's minds at that time that the work of pacification 
undertaken at the Hague Conferences seemed crazy, not only to the great bulk of the public, 
but to the best jurists as well, 

A new order had to be born in international life before the sovereign States could accept 
the interference of a higher authority in their political life. It needed the full weight of a 
universal catastrophe to bend their minds to the conception of the League of Nations; and 
even now the recent history of the League itself proves the survival of the influence of those 
old theories in the settlement of international problems. The solution of the question of 
sanctions against .a peac~-breaking State is delayed less by the _aversion of States to ~ncur the 
risk of the mater1al sacnfices demanded by measures of coerciOn than by the persistence of 
this conception of legal nationalism. 

It would therefore seem particularly desirable for our Commission to take the initiative 
in a movement that is calculated to bring about an evolution of theoretical notions and the 
advent of a new form of public law which will be really European. With this aim in view, the 
Commission might invite Governments to promote by all suitable means - the Press, the 
schools and propaganda on the screen and by wireless - the spread of the European idea 
among the general public. 

Dr. CuRTIUS (Germany) [Translation].- This is not the place in which to speak of the 
dire distress by which so many countries are beset and in which my own country is particularly 
deeply involved, although we are constantly preoccupied with our position in every step 
we take. During these meetings at Geneva we shall, I feel sure, find an opportunity to consider, 
within a larger framework, the general tasks that are imposed upon us by the present state 
of affairs. To-day I shall deal merely with the concrete questions referred to m the report 
of the Co-ordination Sub-Committee. 

The reports of the three Sub-Committees all aim at the same goal of economic 
collaboration in Europe with the object of adjusting the conditions of production, extending 
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markets and achieving a closer union between the European countries in the_ economic sphere. 
That being so, the wor~ of co-ordinatio~ was easy. . The three Sub-Committees hav.e them
selves co-ordinated the1r work along th1s common lme, because they all three reahsed the 
necessity for the evolution of Europe as a whole along this line. I am very pleased to note 
that fact. 

The German delegation, like others, would have desired that cert.ain points of view should 
have been more fully developed in the three reports, and that ~er~am proposal~ shou~d have 
been interpreted in a more elastic way. We do not however ms1st on our Wishes m that 
respect. We were and we still are prepared to accept the reports as they stand. I .trl!st 
that other delegations will see their way to do the same. If every country were to ms1st 
upon that particular aspect of a problem with which it was most concerned, we _should. not 
advance in our common work. We must meet one another half way, and the v1a med1a of 
the experts represents a useful balancing of interests. 

Ever since the Roumanian Minister of Commerce, M. Madgearu, made it clear at Geneva 
that the economic existence of certain European countries could not be maintained ~ithol!t 
a preferential duty for grain, and suggested a system of preference for those col!ntnes, h1s 
proposal has been warmly discussed again and again. At that time, most countr1es reacted 
negatively, because the acceptance of the proposal would apparently entail the abandonment 
of the most-favoured-nation system. Since then, the idea of a preferential system has been 
further discussed at many conferences ; it has been considered from every angle, both as 
regards its conditions and its effects, particularly as regards its bearing on the most-favoured
nation clause. These discussions have made it clearer than ever to all concerned that the 
system based upon the most-favoured-nation clause must remain the basis of the commercial 
life of Europe and the world. They have shown plainly the serious disturbances that would 
be caused by the abandonment of that system. 

If we are_ to have preferential arrangements, we must be careful not to go astray so far 
as to sanction a whole system of preference. There is no question of replacing the most
favoured-nation system by a new system ; all we are proposmg to do is to authorise, upon 
certain definite conditions, an exception to the most-favoured-nation clause, an exception 
that will be limited both materially and in time and will be known and recognised openly._ 

The conditions were clearly set forth at ·the various conferences. The decisive point 
in allowing this exception is that the economic structure of certain European CO)Jntries is 
based entirely upon the possibility of exporting grain, and their whole economic existence is 
imperilled as soon as that possibility is removed. · . 

The development in the output of grain and in the grain markets outside Europe has made 
it impossible for those countries for_ the moment to export their wheat on tolerable terms. 
We must all hope that we shall succeed in putting an end to the abnormal conditions obtaining 
at present. If we do so, the countries I have mentioned will be able to resume their normal 
exports. Everybody, I am glad to say, recognises the need for pan-European co-operation 
in this matter. I appeal to all countries to do nothing to prevent the success of this attempt 
at European co-operation . 

. ~ come now to the report of the Sub-Committee of Economic Experts. All who are 
fa.milJar with the poverty caused by the economic sub-division of Europe will read that report 
With the greatest satisfaction. It will, I hope, one day be regarded as the starting-point of a 
ne~ move~ent in the economic histo.ry of Europe. The German Government will do every
thmg poss1ble to promote the carrymg out of the suggestions and proposals put forward. 

Th~ Sub-Com~ittee, to which our Commission gave very wide powers to make proposals 
~f all kinds for the improvement of production and trade in Europe, considers that the most 
1mpo~nt, or. rather the only, means of arriving at any fundamental improvement in the 
econom1c fabnc of Europe would be an economic rapprochement or union. The report speaks 
of a programme of closer economic union, a wider economic unit a common market for the 
products of ~II countries in the continent of Europe. The Sub-C~mmittee has not hesitated 
to say that 1t contemplates the conclusion of Customs unions as the final objective of this 
movement. 

The report ope_ns up a very broad horizon. No one present will fail to recognise the 
obstacles to t~e ~ch1evement of these ideas. There is, however, one thing which may give us 
cause for oplimls!D· I~ the last analysis, the economic position will follow its own laws 
and evolve accordmg ~ 1ts own rules. It bears its motive force within it. We must recognise 
the forces and tendencies that are at work. We must fall in with the trend of evolution -
for we cannot resist. it - so that we may guide it in the right direction. 

There is no better. proof of the dawning ~omprehension of this task than the report 
before us. As short a t1me as a year ago, ten experts of widely different countries could never 
have met and .agreed upo~ auch a report. This year, the recognition of the absolute need for 
close~ econom1c co-oper~t10n between the European countries has made such vast headway 
that 1t baa become poss1ble ~ produce such a report as this. The experts were borne along 
~ the force of that recogmt10n. That force will," I hope, be strong enough to carry the 

ovemmenta also over all doubts and obstacles towards the goal set before us in the report . 
. tl Theh_recommendationa of the Sub-Committee of Experts are closely connected with the 1 eaa w u:h a few months ago led to the project of the German and Austrian Governments 
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of which you. are all aware, an~ that is why I should like to make a few remarks on that subject. 
My obseryat10ns, however, ":11! no~ be concerned with the advisory opinion of the Permanent 
Court whiCh. we shall be recmvmg m the next few days, and which relates to the juridical side 
of the questiOn. _ 

In putt!ng forward a plan for a Customs union between our two countries it was from the 
outset, our 1dea that it sho~ld be the ~tarting-point for wider economic agre'ement; in which 
as many European countnes as poss1ble would take. part. Since then events have gone 
~orward rapi~l~, so that t~e initial data have changed completely. We have before us here, 
m the. Comm1ss1on of Enqmry for. European Union, certain schemes of a more general character. 
We w1sh to co-operate promptly m those schemes to the best of our ability. Expecting as we 
~o a successful ~mtcome for ~he work of the Commission of Enquiry, the German Government, 
m agreement w1th the Austnan Government, does not intend to go on with the plan originally 
contemplated. 

With regard to the report of the Credits Committee the Financial Committee in 1930 
recommended that the assistance of the League should be' limited to loans earmarked for the 
~nan.cial reconstruction of a co~ntry or for specific purposes such as the settlement of refugees, 
It bemg understood that the a1d g1ven by the League would not extend to loans intended for 
general economic purposes. · That recommendation was approved later by the Council and 
the Assembly. True, last year the Financial Committee could not foresee the change in the 
m?vement of money ~nd capital tha~ has since occurred. That change justified the reconsider
atiOn of the problem m the plan whiCh the French Government submitted to our Commission 
last May. The report from the Credits Committee represents a very sagacious half-way house 
between the League's resolutions of 1930 and the French plan. Without attempting to 
demand the assistance of the League in loans as a fixed rule, the report leaves each country 
free, if it sees fit, to apply on its own initiative to the League for help in the issue of loans, 
but rightly advises that we should refrain from setting up, side by side with the Financial 
Committee, a special organisation for that purpose. 

The report of the Credits Committee is completed in harmonious fashion by the valuable · 
remarks of the Sub-Committee of Economic Experts on the relations that must exist between 
the movement of goods and the movement of capital. There must, the report says, exist 
a normal relationship between the circulation of goods and that of capital. If that normal 
relationship is not maintained, the result will be a disturbance of the economic equilibrium. 
This is not the place for a special discussion of inter-State public indebtedness; but any 
enquiry into the present crisis and the means for terminating it must take account of the 
inevitable disturbance caused by political debts in the normal, automatic movements of 
economic relations. Therefore, the report of the Credits Committee rightly stresses this 
cause of the present crisis, and refers to the report by the Basle Committee, which demonstrated 
very impressively the relation of cause and effect between public indebtedness and the present 
economic and financial emergency. 

The report of the Credits Committee is an admirable document in all respects. There 
is only one point on which I cannot agree with it-· - namely, when it describes as premature, 
without however giving any reasons, the consideration of the scheme known as the " Francqui 
Plan ", which has recently attracted very wide attention. In what circumstances, I wonder, 
would it be urgently desirable to carry out that plan, if not in the present circumstances ? 
When, as we hope, conditions for lending and borrowing· have become normal once more, 
when they have resumed as formerly, so to speak, their automatic way of operation, such 
plans might be allowed to fall into the background; but to-day, when all the threads have 
snapped, an instrument of credit like that which M. Francqui recommends may be of the 
greatest possi~le value., I am glad th~t the Sub-Committee of.Eco~omic Ex~;>erts, unlike the 
Credits Comm1ttee, advises us to cons1der the scheme. I cons1der 1ts executiOn to be one of 
the most urgent tasks before the Commission of Enquiry for European Union. 

Although I have expressed satisfaction at the wor}<. of the Sub-Committe~s on many 
points, the results obtained are nevertheles.s modest whe~ we comp~re them w1th the va~t 

- and overwhelming distress of the pr~se!lt t1me. Man~ w1ll feel. anxiOus. doubts. ~ecause, m 
this first year of our European Comm1ss1on, we have fall~d, notw1thstandmg our J.omt efforts, 
to do something to bring more prompt and more tang1ble solace to our suffermg peoples. 
We however must not allow ourselves to be paralysed by such doubts. The difficulties that 
we have steadily come to recognise more clearly in our .work ~ust impel us, wit~ ever ~eener 
insistence not to confine our efforts merely to the rap1d achievement of what IS practicable 
at the m~ment, but to address ourselves with courage and resolution to the great tasks that 
lie ahead. 

M. FLANDIN (France) [Translation].- I do not i~tend to continue th~ discussion o~ t~e 
whole of the Teport of the Co-ordinatiOn Sub-Comm1ttee, valuable and Important as It Is. 
Doubtless we shall have an opportunity to return to it later, in connection with the resolutions. 
I should like, however, to stress the importance of the statements made by M. Schober and 
Dr. Curtius. 

- I desire on behalf of the French Government, to note the intention of their Governments 
not to pursu'e the proposal to form a Customs Union between their two countries. 



-12-

I hope that the anxiety which was undoubtedly caused by that proposal· will now . be 
d. · t d nd that conditions more favourable to the development of European co-operatiOn 

JSSlpa e a · · C · · d · d d t't t 't _ which is the reason for the existence of th1s ommiSSIOn an , m ee , cons 1 u es 1 s 
programme - will be created. _ 

I need only recall the ('art whi~h ~he _French _Government on the initiative of M. Bria~d, 
has played in bringing th1s Co!Dm•ss1on mto ex1st~nce to prove that my country and. 1ts . 
Government desire, under all c1rcumstanc_es and w1t~ the help o~ you all, to ~eek pract1cal 
means for consolidating peace by creatmg a genume commumty of material and moral 
interests in Europe. 

J\1. GRANDI (Italy) [Translation].- The Italian delegation has noted with pleasure the 
declaration of the Austrian and German representatives that their Governments do not intend 
to carry out their I!l'?P?sal t~ form an Au_s~ro-German Customs Unio.n. The Italian delegatio_n 
appreciates the spmt m wh1ch that deCisiOn has _been _taken, and IS happy to note that th1s 
special problem now ceases to be a matter for d1scuss1on. 

The statements of the Austrian and German representatives are bound to make a 
favourable impression in every European country, because their decision not only removes a 
cause for uneasiness, but also shows a desire to offer that co-operation by which alone the 
economic depression - from which Germany and Austria together with the rest of the world 
are suffering - can be relieved. 

M. KRoFTA (Czechoslovakia) [Translation].- On behalf of the Czechoslovak delegation, 
I desire to associate myself with the speakers who have expressed their approval of the main 
lines of the reports of the various Sub-Committees. As always, Czechoslovakia is prepared 
to co-operate effectively to bring about European economic rapprochement in the sense indicated 
in the experts' remarkable report . 

. My country is particularly interested in everything connected with Austria - our 
immediate neighbour, with whom we have for centuries been in close touch. I welcome the 
Austrian Government's decision which Dr. Curtius has confirmed, and which will, I think, 
contribute towards the pacification of Europe and will at the same time be of the greatest 
advantage to Austria herself. I am sure that we shall be able to co-operate satisfactorily 
in the interest of the tranquillity and prosperity not only of our own country but of the whole 
of Europe. · 

SECOND MEETING (PUBLIC). 

Held on Thursday, September 3rd, 1931, al 4 p.m. 

Cliairman: M. MoTTA (Switzerland). 

39. Report of the Co-ordination Sub-Committee on Economic Questions: · General 
Discussion (continuation). 

TEVFIK RoucHDY Bey (Turkey) [Translation]. - I have given the closest attention to 
the Co-ordination Sub-Committee's report and will not hide from you that as regards its 
general tone, and more particularly the standpoint adopted in the introduction, I hold 
somewhat different views from those of its authors. I shall not discuss the substance of the 
report because that might lead us too far and take up time which we can ill afford. Moreover, 
though I do not accept the premises, I agree, in general, with the conclusions. 

. I feel, however, that M. Francqui's proposal might have met with a better fate. In 
v1ew of the great importance of the questwn to which it relates, the Commission of Enquiry 
for ~uropean Union might. itself have set up a special committee in order to avoid any loss 
of t1me. M. Francqui's proposal appears to me to be without doubt of real and positive 
value. 

I pass to the report. When the work of this session of the Commission is at an end and 
we all re~urn to our respective countries, I for one shall be asked for explanations as soon as 
the Turk1sh Grand Natwnal Assembly meets. Others, it may be, will find themselves in the 
&a":Je C3f!e. I shall no doubt have an easy task in dwelling on the complexity of the problems 
whJl;h have arisen and on the aspirations of us all, and in particular our method of procedure. 
But I 11hould like, in order to remain as far as possible in harmony with the standpoint of the 
rnemben1 of the Commission, to be able to read this document to the Turkish Parliament. 
In this conned.ion let me say, taking my own case, that I think it would be very valuable 
to forward the Co-ordination Sub-Committee's report to all the Governments, as proposed 
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in the r~port . of the ~conomic Experts, with the request that the Governments should 
commumcate It to the1r national Parliaments. 

. I thin~ it woul~ he instructive and desirable for .the Com.miss!on to make itself acquainted 
Wlth the VIews which may be !ormed - whether m the d1rect10n of approval, criticism or 
comment-;- by the representatives of the masses of mankind in Europe I mean the qualified 
representatives o~ all cl~sses. It is very possible and even probable th~t the consultation of 
thes~ repr~sentatives Will throvy ne_w light ~n. our consideration of the ~ubject. I think in 
makin~ th1s proposal I a~ actmg m the spmt of the conclusions of the report., and that our 
task wlll thereby be considerably facilitated. 

Viscount CECIL OF CHELwooo (Great Britain). - As you are aware, there has recently 
been a change of Government in my ~ountry. The new Government was formed only two 
days bef~re I l~ft London, and has obviOusly not had time to go thoroughly into the questions 
we ar~ discussm~ _here and to give me full instructions. I am sure, however, that broadly 
spe.akmg the Bntish Government will welcome the very interesting and admirable report. 
wh1ch has been presented to us to-day. -

.. May. I make one or two general observations ? The outstanding feature of the present 
crisis, _as I_t seems to me, is that it emphasises, in a way no previous event has ever done, the 
essential I~terdependence of the States in the modern world. As recently as a year ago, 
no one anticipated the severity of the financial crisis which has since occurred. What happened? 
There was first of all the failure of a very important financial bank in Austria. That caused 
g~eat pr.essure on the neighbouring countries, including Germany, and placed them in financial 
di~c~lt1es. These in turn reacted on my own country, and the difficulties with which Great 
Bntam was threatened - I do not know that they actually occurred - were viewed with 
considerable concern by many other countries. 

The truth is that all countries are now so closely bound together that sooner or later 
whatever affects one affects them all. All stana and fall, live and die, together. One of the 
great questions which the Governments and the League of Nations will have to face is the 
extent to which and the speed at which they will recognise, by institutions set up in Europe, 
the very close economic - and, as I think, political - interdependence of the modern world. 

I admit the immense difficulties of any proposals that may be made in that direction, 
but I am in very close agreement with the German delegate's observation that whatever we 
do, the course of events will drive us to close co-operation. I believe that in co-operation 
is our only hope of overcoming the crisis. 

My second general observation has even less pretence to novelty. In the reports we are 
considering, we are continually told that what is really the matter with the world is a sudden 
loss of confidence and of credit. That is the fundamental difficulty. It is expressed with 
great force and conviction in the report of the Sub-Committee of Economic Experts. I will 
read only one sentence which shows the consequence of this loss of confidence, and the way 
in which it directly affects the economic and financial crisis. The report says that the lack 
of confidence results in · 

" . . . a flagging of the spirit of enterprise, the postponement of pro.gr~m~es 
already decided upon, the abandonment of the search for new markets, the hm1tatJOn 
of the purchase of raw materials to daily requirements and the dismissal of workers ". 

It would be impossible, in five phrases, to give a more complete account of the symptoms 
and consequences of the crisis through which we are now passing. 

The next proposal, which follows from this, is that the p~oblem_is primarily an~ ~sse~tially 
psychological. It belongs to that order o~ phenomena ~1th. w~1ch we ar.e famll1~r m our 
human relations- the phenomenon of pamc, a sudde!l.d1sbehef m the reahty ?f thmgs, and 
a sudden exaggeration of the dangers that may be anticipated. The real questiOn before the 
statesmen of the world is how to restore confidence. The changes and refonns ~ctu!lllY 
proposed do not go very far. That is inevitable. In dealing with a matter of th1s kmd, 
we have to proceed prudently, and to examine any sl!ggestions most carefully. My f_riend, 
the Turkish Minister just now referred to M. Francqm's proposal, and suggested that It had 
been received too coldly. But he will agree with me that it requires very careful consideration. 

It. is true that certain relatively small changes, _such as the facilitating of League _lo~ns, 
will be of great value, but they are not very far-reachmg .. Fundamentally, one great pnnc1ple 
dominates everything - namely, European co-operatiOn. The propos!!! t~at European 

·co-operation should be extended is by far the most hopeful proposal co.ntamt'd. m the reports 
- I am speaking for myself rather than for my Government - and 1t contams the ker to 
progress. I am sure that we must look in that direction if we are to prevent very seriOus 
evils from occurring in Europe. 

This is not only an economic remedy; it is of that hybrid type of remedy~ the p~litico
economic. No doubt, in the Assembly and elsewhere, we shall have an opp?rtm.uty of di_sc~ss
ing the political side of this question more thoroughly than we are able to do m th1s Comnuss1on, 



-14-
'-

but do not Jet us Jose sight of the fact that its purely political aspect is at least as important 
as it5 purely financial and economic aspect. 

We must act and we must act quickly. The time has gone by ~hen crise~ can be met 
by friendly meetings and soothing comm'!niqwl~. We must take act1ve and v1gor_ous ste_Ps 
to relieve the tension and overcome the d1fficultws. From that aspect of the questw':, qmte 
as much as from any other, I welcome very cordiai!Y the announce'?ents of the Austr1~!' ~nd 
German delefrates this morning. I feel they are ev1dence of a_ defimte attempt at conc1ha~10n 
and I respectfully tender to Austria and _German¥ my _heart:•est thanks and congratulatiOns 
for their e1Tort5. I can only hope that m our d~scusswns. m the Ass~mbly _and ~l~ewhere, 
we shall be able to find even wider and more e1Tect1ve remedws for the difficulties ariSing from 
the lack of confidence amongst the nations. 

:\1. LITVINOFF (Union of Soviet Socialist Republics). - During ~he discussi<;>n in the 
Co-ordination Sub-Committee I made certain reservations and gave a bnef explanatiOn of my 
attitude with regard to certai~ practical proposals. Now, when the Commission of E!'quiry 
for European Union is taking a final decision on the Sub-Committee's rel?ort, I am obhg~d to 
repeat my reservations ; and, since the membership of the Co-ordinatiOn Sub-qomm1tt~e 
does not quite coincide with that of the Commission of Enquiry for European Umon, I. w1Il 
venture once again to expound briefly the motives which compel me to makethesereservatwns. 
This is the more necessary in that the Sub-Committee's report is a summary of the results 
of the preceding and the present sessions. 

The report of the Sub-Committee of Economic Experts points, in almost every line of 
its introduction, to the existing international mistrust as one of the principal causes of the 
present economic crisis in Europe. \Ve read there that the Sub-Committee : 

" . . was struck by the primary importance of the part played by the factor 
of confidence in aggravating the world situation. The growing international distrust 
is accentuating the efTects of the crisis . . and obstructing to an ever-increasing 
extent the whole mechanism of international trade. Lack of confidence tends 
to paralyse and retard all forms and phases of economic life . . . Removing 
disturbing elements will help to revive trade. . . . Any effort in this direction 
[the promotion of economic development and lasting peace in Europe] must. . be 
based on a spirit of loyal co-operation and the laying aside of any feeling of distrust. " 

The economic development of which Europe stands so much in need is dependent upon 
lasting peace. The same ideas underlie the report of the Baste Committee appointed this 
year on the recommendation of the London Conference. 

The first thing we must ask ourselves is whether the Committee's decisions will promote 
international confidence and encourage faith in a lasting peace. Whether we refer to inter
national life on a world scale or limit ourselves to Europe, we must realise that international 
confidence means confidence between all nations, not merely between a limited group of 
nations. There may be complete solidarity between the majority of States. But if there is 
not perfect tranquillity in the relations between them and only one other State - especially 
should this State be an important one - there cannot be international tranquillity or 
confidence in a lasting peace. 

If we speak only of the tranquillity of Europe, we must include all the European States. 
I represent here a State whose relations with other European States have so far left much to 
be desired in respect of mutual confidence. It may be stated without any hesitation that the 
unsatisfactory state of these relations is a most disturbing factor in international affairs in 
general and European affairs in particular. For this very reason, I dwelt in much detail at 
the )lay session of the Commission of Enquiry for European Union on the importance, for the 
world crisis, of taking measures through the Commission of Enquiry to guarantee the 
peaceful existence of two social-political systems in Europe- the system of the Soviet Union 
and the system of the other European States. Out of this, there arises a new question which 
is naturally of special interest to me. To what extent do the Commission's decisions offer 
a satisfactory solution of this special problem ? 

I do not want to take up too much of your time, or to digress from the main theme of 
my statement. I will therefore not deal in detail with the report of the Co-ordination 
Sub-Com_mittee, but will merely call attention to Section I l I (3), on preferential treatment 
and ~eclwn V, on the Pact of Economic Non-Aggression. With the exception of the point~ 
relatmg to pref~rential treatment, the report consists in a statement of facts or avowals and 
an outline for future work. ' 

For over a <:entury, trade agre~~ents have be~n ~as~d upon th~ principle .of the 
most-favou;ed-natwn clause. No one ~Ill deny that th1s prme~ple has considerably faCilitated 
the com;luslfm '!f trade agreements, has m~roduced tran1Juillity and stability into international 
'"-'"hn,,m•c relat•ons, and has even contributed to the development of international trade. 
~Ve ~re nr,w a•ke~J 0 introduce i~?-to. international practiee a system of preferences which is 
m d1rr!d C"hntradu:Llon to the prmc1ple of the most-favoured-nation clause. It is no use 
~:lim~ our~dve~ that this sy_KI,em is being introduced mer11ly as an exception, for a limited 
t~rne, and fr,r ~JYI;n cas<!s, w1th all sorts of guarantees, This is merely the thin end of the 
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wedge, and it will be difficult to pu~l the wedge out again. Though the agreements referred 
to may h.e conc.luded for a short t1me (two years, let us say), provision is made for their 
prolongation, without guarantees . 

. No wo~der t~e original proposal for preferential treatment evoked uneasiness, even 
durmg the d1sc~sswns by the organs of the League of Nations, and met with opposition from 
the repr~sentat1ves of many European States. This opposition, it is true, gradually weakened 
and capitulated befor~ what appe~red to some as inevitable. I am under the impression, 
however, that the feelmg. of uneasmess has by. no means subsided. Many in this room still 
fear th~ CO;'J-sequences wh~ch the new system might entail. One of its supporters tried in the 
Co-ordmatwn Sub-Committee to calm our fears by assuring us that it is only a small dog 
let out well muzzled and ~>n a ~ead a~d that it c~nnot bite .. By this very admission, the 
speaker shows that somethmg with a bite has been mtroduced mto the arena of international 
economics. This is scarcely soothing, for who can be sure that the dog will not break loose 
from its lead one da_y and shake ofT its muzzle '1 

Such, in my opinion, is the general significance of the proposal for preferential treatment. 
It has, however, a special significance for the State which I represent. The agreements prepared 
contain preferential clauses - in a direct or disguised form - with regard to wheat and 
certain other .cereals. Now, the chief exporters of these cereals in Europe are the Soviet 
Union and .the Danub~an countries. The agreements, howe~er, have ~een drawn up so as 
to make this preferential treatment apply only to the Danubian countnes and never, in any 
circumstances, to the Soviet Union. Advantages are granted to some exporting countries 
at the expense of others -· in this instance, at the expense of the Soviet Union. In other 
words, special treatment has been introduced to obstruct the sale of Soviet grain and to place 
all the other European exporting countries in a better position for the sale of. their grain. 

In the circumstances, are we not entitled to speak of discrimination against the Soviet 
Union ? Are we not entitled to assert that this whole system is directed exclusively against 
the interests of the Soviet Union ? The German-Roumanian and German-Hungarian 
treaties provide for the extension of preferential treatment to Bulgaria and Yugoslavia, 
in addition to Hungary and Roumania. Suppose, for the sake of argument, that Germany 
wanted to extend the same treatment to the Soviet Union. Would these treaties still hold 
good '1 Obviously not, despite the fact that the powerful overseas competitors of European 
grain-exporters would not share in this treatment. Does not this corroborate the assertion 
that the only European State against which preferential treatment is directed is the Soviet 
Union ? Either the dog is not muzzled or, muzzle and all, it can bite the Soviet Union and 
is very much inclined to do so. 

It. was explained to me in the Co-ordination Sub-Committee that this state of affairs 
has arisen out of the Danubian countries' appeal to the League of Nations for help, and that 

' the Soviet Union made no such appeal and deserves no such help, since it has no crisis to 
complain of and is satisfied with its fate. If we are going into the history of the question, 
I would venture to go back a little furt?er and would remind you that this appeal for he~p 
was preceded by a series of conf~rences m War.saw, Buchares~ and ~lsewhere: ~II the gram 
exporting countries of Eu~ope, w1th the exceptiO~ of the Soviet l!mon, ~ere mv1ted to th~se 
conferences which even mcluded States bordermg on the Soviet Umon, such as Latvia, 
Estonia and Finland which do not export grain at all. The centre of attention at these 
conferences was the e~er-growing agricultural crisis, which was showing itself in falling prices 
and shrinking markets. The Soviet Union, one of the principal ~uropean ~rain ~xp~rters, 
suffered from this crisis, if anything, more than other countries. Despite th1s, It was 
completely ignored. 

Is it the Soviet Union's fault that these conferences were inspired by political rather 
than by economic motives and were imbued with an anti-Soviet spirit '1 . One ~f the initia~ors 
of the conferences confessed in a public statement tha.t th.ey were m~mly directed agamst 
the Soviet Union. Their anti-Soviet character was mamtamed, both m the appea~ fo~ help 
to the League and in the decision to give this help. Of course, there ca.n ~e no obJect•?n to 
assisting any State at the expense of the ~enefactors themsel~es. ~n th1s mstance, ho\\ever, 
the Soviet Union bore the expense; It IS true that the Soviet Um~m has appealed for help 
neither to the League of Nations nor to anyone else. Nor could It be ~xpecte~ to do so. 
But this does not deprive it of the rig'ht to protest when other States are assisted at 1ts expense 
under the flag of European solidarity. 

We have never denied that th~ agrarian crisis reacted ~eavily on the e~o~omic s!tua~ion 
in the Soviet Union. I asserted this m~se,lf at t.he .May ses~10n of the Comm1sswn of En9mry. 
The fall in the price of the Soviet Umon s gra1~ expo_rts. Is bound to le~d ~o a reductiOn of 
its imports. If a further fall in the price of S~v1et gram IS caused ~y art1~C1al measures, and 
greater difficulties are placed in the way of 1ts sale, ~ot the Sovl6t U.m<?n alone, but the 
countries from which it imports ~ill also surt:er. Is this a way of alle.v1atmg t.h.e European 
crisis ? Is this European solidarity ? Is th1s that peaceful co-operatwn proclaimed at the 
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Economic Conference in 1927 'l Of course, it is not. Such measur~s can do n.oth!ng to 
alleviate the present crisis; they cannot improve international relatwns, or ass1st m the 
pacification of Europe. 

1 now turn to another question- the Pact of Non-aggression. I did not invent the id.ea 
of economic aO'O'ression. The phenomenon of this aggression is known no~ only to the .Sov1et 
Union. One ~f the volumes in the series entitled " The Frankfurt T~eat1ses on Questwns of 
Contemporary International Law " is devoted entirely to econ~m1c war - I ~efer to 
Dr. Franke's " Der Wirt.schaftskampf ". The methods of econom1c war now pract1sed a~e 
exhaustively enumerated and described in this boo~. It .would. appear, then, that there !S 
such a war, and not only in regard to the Soviet Umon, w~t~ wh1ch, ~y the way, the book IS 
not concerned. Such warfare cannot fail to increase the ex1stmg uneasmess, and consequently 
to a""ravate the economic crisis. The worse the crisis the greater may be the tendency to 
reso~t to economic warfare, thus forming a vicious circle. 

The draft pact which I put before the Commission of Enquiry fo~ European Union aims 
at puttina a stop to, and averting, the application of this war. The ch1ef weapons are ~oyc?tt 
and discrimination against individual countries. The pact prov1des for the mutual obhgatwn 
to abstain from applying such methods of warfare. This proposal would seem to .be ~ very 
simple one and, moreover, entirely. in the spirit of .in~ernational an.d. European sohdanty, m 
that spirit of confidence .so e~sent1al for the allev1at10n of t~e .cns1s. Wh!lt has been the 
fate of this proposal 'l F1rst, 1t was handed over by the Comm1ss1on of Enqmry for Europea;11 
Union to a Sub-Committee, which was asked to recommend further procedure. From th1s 
Sub-Committee, it returned, in its primal state, to the Commission of Enquiry for European 
Union without any recommendations. Thence it was again transferred for study to the 
Co-ordination Sub-Committee. This Sub-Committee declared that it could only co-ordinate 
the work of other sub-committees, and since the draft pact had not passed through another 
sub-committee, it was not competent to deal with it. The proposal was transferred to a 
drafting committee; it then came back to the Commission of Enquiry for European Union, 
with a recommendation to transfer it for study to a new special sub-committee. 

Why was it necessary to make a kind of tennis-ball of this Pact, to toss it from one 
Sub-Committee to another 'l If it is of no importance from the point of view of appeasing 
Europe and alleviating the world crisis, it ought immediately to be rejected. If it is conducive 
to peace in the economic, and therefore in the political sphere, is it not. worth while for the 
Commission of Enquiry for European Union to devote a few meetings to it., or transfer it 
at once to a Sub-Committee which would really study it and report. on it at. this session of the 
Commission 'l 

It. has been said that. the question is extremely complicated, so complicated that., during 
the four months in which the draft. pact. has proceeded along its way of sorrows, we have 
scarcely heard more than two or three remarks or objections. To what. does this complication 
amount 'l Some complain that it is not. clear whether the most-favoured-nation principle 
could be preserved, should the pact be accepted. I hope I have cleared up this pomt.; but., 
if my explanation was thought inadequate, all doubts could have been settled by the inclusion 
of a suitable clause in the pact itself. Further, it has been said that discrimination is not the 
only form of economic aggression. Well, if other forms are known, I would have no objection 
to mentioning them in the Pact. · · 

M. Franc;ois-Poncet said that dumping is also a form of economic aggression ; but at the 
same time he admitted that not everything that is called dumping is really dumping. That. 
is quite true. Accusations of dumping are frequently without foundation, and not. only 
accusations directed against the Soviet Union. Since there is no precise, commonly-accepted 
definition of dumping, any State, which is desirous of adopting repressive measures against 
another State, may accuse it of dumping. This sort of arbitrary accusation is certainly a 
form of economic war. As for real dumping, I would remind you that at the May session I 
P;~posed a definiti~n ?fit and suggested a con~en~i~n providing for abstention from dumping. 
Ne1ther the Comm1sswn as a. whole, nor any mdn{ldual delegate responded to my proposal, 
however. Apparently dumpmg, as such, does not arouse much alarm and is not considered 
as a cause of the crisis. 

Objections were also made to the pact. on the ground that. it would be difficult. to define 
the aggressor. I explained, however, in the Co-ordination Sub-Committee that. inasmuch 
as the pact is concerned with the boycott. of a State or discrimination against it. such measures 
cou~d only be systematically ai?plied through the administration or legal acts of a Government 
or 1ts organ!!. ~he State whJCh was the first to issue such acts would of course be the 
aggres~r .. RP-pnsals must ~e.considered as a legitimate defence and not ~s aggressio'n. The 
Pact of Pam for the renunc1a~10n of war also, by the way, contains no definition of aggression, 
~ut has, never.Lhe!ess, been s1gned by almost all States. How did this come about 'l Was 
1t not because 1t d1d not pass through a series of committees and sub-committees 'l Whatever 
"!'e m~y t.hink of the Pact of P~ris, nobody can say that peace has suffered from the manner 
~~ whJ<:h 1t ~as adopted. I beheve peace would gain and not suffer if the Pact for Economic 
Non-a~greggw.n had been accepted as I proposed, without the intervention of any committees 
or tlub-r,(JmmJtteefl, as to the u11efulness of which public opinion has long been extremely 
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sceptical. A Geneva paper - not a Moscow paper - referring to the League of Nations 
said a few days ago : 

. " Transfer to a Committee has become equivalent to· adjournment and sometimes 
to mterment." 

. I have already said that many States know from experience that economic war exists. 
I w1ll not c~>nc~al th~ fact, however, that this question is of special importance to my own 
country, wh1ch 1s. subJecte~ more than any other State to economic discrimination and other 
forms of ~conomH~aggresswn. At. the sa!fl~ time, the q1_1estion is of general importance for 
the creatwn of an atmosphere of .t.ranqUI!hty and a feehng of confidence in a lasting peace. 
Such confidence does not as yet ex1st.. One of the main causes for the lack of confidence in 
the world in general, and in Europe in particular, is the anomalous attitude which other 
Sta~es a.dopt t.owar~s t.h~ Soviet Union. The spectre of war will not vanish from Europe 
un~ll this ~bnormahty d1s~ppears. To take no measures for its removal is equivalent to 
dom~ noth.m~ for the cre~t10n of those conditions which the economic experts appointed by 
the Comm1ss~on of ~nqUiry. for European Union, and the Basle experts, consider essential 
for the creation of mternatwnal confidence and the alleviation of the European and the 
world crisis. 

. I assumed that., in inviting the Soviet Union to share in its work, the Commission realised 
th1s. Unfortunately, after attending two sessions I no longer feel sure of it. On returning 
to my country, I shall unfortunately have to report the Commission's approval of the 
preferential system, from which the population of the Soviet Union alone must suffer. I 
shall also have to report the treatment which my Pact. for Economic Non-Aggression received. 
This scarcely testifies t.o any great. interest. on the part. of the Commission in the peaceful 
co-existence of different. social-political systems. Some members of the Commission assured 
me at the last. session that there was no hostility to the Soviet. Union. I wish I could report 
to the people who sent. me here, not merely such declarations, but. deeds and actions backing 
up those declarations. 

I would ask the Commission t.o remember that I am speaking here, not only as delegate 
of one of the European States and representative of a population of 150 millions, but. also as a 
representative of one of the two social-political systems at. present in existence. I hope the 
Commission will come to the conclusion that the problem of the relations between the Soviet 
Union and the rest of the world, especially the countries of Europe, is worthy of serious 
attention, in the interest of the alleviation of the world crisis and the consolidation of general 
peace, and is worthy of an approach different from that. adopted at the last two sessions. 

The existence of two systems undoubtedly complicates \)Olitics, economics, and diplomacy, 
just. as the existence of a number of countries and nations IS a complicating factor. It would 
be much simpler if there were only one nation and only one State in the whole world. It 
would be much simpler if there were only one social-political system in existence. But such· 
things do not. depend on us. We must. bow to historical facts, whether we like them or n?t. 
We must. find a solution to our problems, however complicated they may be. Th~ Soy1et 
Government., for its part, is. inspired in all its proposals and will continue to be msp1red 
- by peaceful aspirations alone. 

40. Detailed Examination of the Report of the Co-ordination Sub-Committee on Economic 
Questions. 

INTRODUCTION. 

Adopted without observations. 

CHAPTER I. - ECONOMIC RELATIONS AND INDUSTRIAL ORGANISATION. 

Adopted without observations. 

CHAPTER II. - CREDIT PROBLEMS. 

Adopted without observations. 

CHAPTER III. - AGRICULTURAL QuESTIONS. 

Baron RAMEL (Sweden) [Translation]. - I should like first to take this opportuni~y to 
a a tribute to the draftsmen of the admirable reports before us. The reports Will, I 

~alnestly hope prove a useful basis for the work undertaken to overcome the present. emergency 
and to restore' and strengthen international confidence. . 

1 will deal next. with the question of preference (Chapte~ III). At our !\lay sessi?n, when 
t. · )s were submitted to us asking for preferential treatment for the gram of the 

cer am proposa . t · th t · d a e pl'c"t South-East European States, Sweden, w1th cer am o er coun pes, rna. e . n x 1 1 

reservation to the effect that she could not subscribe to any ~eclaratw.n sanctu~nmg a sys~em 
of tariff reference. This attitude was prompted by the_ ~eme to avOid anythmg ~hat m1ght 
detract from the guarantees furnished by the .unconditiOnal most-favoured-nat!on cla~se. 
In m Government's view, these guarantees do, m fact, tend to confer on eco~om1c relations 
a stability, t.he need of which has been shown by recent events. Our att1tude was also 
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prompted by the feeling that every exception granted would lead to new ones and that, 
once the movement had started, it would be very difficult to arrest. 

To allay our misgivings, it has often been said -.. and i~ differe1,1t quarters- that this 
first step- that is to say, the application of a preferential ta~!IT to g~am- was not dangerous 
and would have no prejudicial effects. To prove our goodwill, we d1d not oppose the request 
of certain countries for an examination of their proposals for tariff preference, as an exceptiOnal 
and temporary measure, for grain. 

To-day, however, it is, I think, generally realised that our llipre~ensions w~re 
well-founded, and that we now find ourselves in the situation we were anxious to avoid . 
.Many requests for preference have been made, and the list is certain~y not y~t ~lased. . I 
very much doubt whether there is a single country represented on this CommisSion which 
could not, with equal reason, ask for preference 1for one or another of its products. 

It was therefore with keen satisfaction that I noted the statement in the report of the 
Economic Experts that there was no intention of modifying the most-favoured-nation clause, 
which must remain the essential safeguard of normal commercial relations between States. 

·To obviate any misunderstanding in future, I must say quite frankly that the Swedish 
Government firmly believes that the common cause of all countries in Europe and the stability 
of economic relations are best served by making every attempt to keep intact the principle 
of non-discrimination and equality of treatment, of which the most-favoured-nation clause 
is the outward and visible sign. · 

On these grounds, Sweden is opposed to the extension of the preferential system. . 

.M. BEELAERTS VAN BLOKLAND (Netherlands) [Translation]. - I intended to say a few 
words on the report of the Co-ordination Sub-Committee, dealing, in particular, with the 
system of tariff preference which conflicts, to a certain extent, with the most-favoured-nation 
clause. To save time, however, I will merely say that I associate myself with the Swedish 
delegate's remarks. I will only add that it would appear1 to be necessary that the sanction 
of third parties should be solicited through the diplomatic channel. . 

The CHAIRMAN [Translation]. -·The statements just made will, of course, be recorded 
in the .Minutes, and the Netherlands Foreign Minister's suggestion might be submitted to the 
Drafting Committee which will be appointed later. 

or MuNCH (Denmark) [Translation]. - I associate myself with the Swedish delegate's 
observations. 

l\1. BRAADLAND (Norway) [Translation]. - I concur in the remarks of the Swedish, 
Netherlands and Danish delegates. The Norwegian Government firmly supports the widest 
possible application of the most-favoured-nation clause, and therefore could not but entertain 
some misgivings as regards the question of preferential treatment. Those misgivings are 
particularly grave when we are asked to consider extending a system of that kind to a whole 
series of goods. We realise that these suggestions are closely connected with the difficulties 
wi_th which industry in the countries whose delegations have spoken on the subject is at 
gnps. 

I think, however, I can "say that we are all in much the same situation. We all have 
export industries which are passing through a serious crisis ; and, if a system of preference is 
allowed for the export products of certain countries over and above the definite and specific 
case of grain, we may be sure that demands will be made for the extension of the same system 
to ~he products of all countries. That would lead us very far away from the most-favoured
natiOn clause, which, according to what has been said on all sides in this Commission must· 
subsist as the basis of European commercial policy. ' 

Chapter III wcu adopted. 

CHAPTER IV.- UNEMPLOYMENT. 

Adopted without observalionB. 

CHAPTER V.- PAcT oF EcoNOMIC NoN-AGGRESSION. (Annex 11.) 

M: FL:'NDIN (franc!l) [,Translation]. - I ~ave no objection. to the wording of the 
Co-or.dmatlon Sub~mmittee s report, recommendmg that the Commission study the draft 
pact .m greater detail. No_r ~ave 1 any objection to the Soviet delegation's proposal for the 
appomtrnent. by our ?'mmission of a sub~committee to carry out that study. 

. True, had we time, I should have certain objections to make to M Litvinoff's very 
piquant state'!lel!t. He has .said that it was not he who made the disco~ery of economic 
wariar~. He 18 ~•ght.. That 18 a very old discovery, and it cannot be argued that the League 
bas waited for lus proposal to take up this subject. I need only remind you of the past, of 
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the history of the various economic conferences held here, to make it clear that from the 
outset, one of the chief points in the League's policy was to endeavour to put a stop t~ economic 
warfare. In 1930, there was a special Conference, known as the Conference for Concerted 
Econ?mic Action, which dealt wi~h this problem, and at which I, as French representative, 
submitted a memora~dum of which the only merit was that it represented, so to speak, a 
sull'!-mary of the studies ~ade by the League, and contained a fairly complete list of all the 
vanous forms of economic warfare so severely condemned by 1\I. LitvinofT. 

Ours, however, was .a some~hat difTer~nt f~ame of mind. We sought, not to make a 
show, but to reach certam practical conclusiOns m the form of conventions which would be 
binding on Gov~rnments in r~ga~d ~o certain .definite po_ints and would put an end to those 
forms o! economic warfar~ which mfhct hardship on all ahke, of which no one has a monopoly, 
and which we are all arunous to remove from the sphere of international relations. On that 
point I am glad to see that I agree with M. Litvinoff. 

Were I ~o. c_onsider in deta.il ~he measures to be taken, I .might cite the Convention on 
Import ProhibitiOns and RestnctiOns, and the draft ConventiOn for the abolition of direct 

· and indirect export bounties, and even the draft anti-dumping Convention. 

That is the real, solid work, on the basis of which the League can take efTective action. 
I have no particular aversion for general pacts or declarations of principle, except that they 
sometimes engender illusions which lead to disappointment, especially when they are couched 
in vague and ambiguous terms. 

M. LitvinofT complains that we have been playing tennis with his proposal. It might 
perhaps have been easier to consider, had it been more precise and more complete; a more 
thorough examination might not have been needed. I do not propose to go through each 
clause in detail, but if you will re-read the pact as a whole, you will see that it amounts to this; 

" The parties undertake in their mutual relations to forego any discrimination 
whatever, and to regard as incompatible with the principles of the present Protocol the 
adoption and application in their respective countr1es of a special system directed against 
one or more of_ the countries signing the present. Protocol.~' . 

Not only is there no definition of the aggressor - M. LitvinofT tells us that none is 
needed - but there is not even a definition of aggression. Looking at the actual wording, 
we may even infer that any discrimination of any kind whatever is ipso facio an aggression. 
But. if we went. to the bottom of things- and M. LitvinofT felt the truth of this a moment ago, 
because be made a reservation concerning the most-favoured-nation clause - it might be 
upheld that even to grant most-favoured-nation treatment to one country and refuse it to 
another was a form of discrimination. 

Again, we were dealing just now with the question of tarifT preference. I know that some 
of you objected to this-policy. M. LitvinofT, speaking before you, objected to them even more 
strongly. They do, '!-evertheless, form the conclusion of. long ?iscussions in various League 
committees. Supposmg, then, the grant of a preferential tanfT were to be regarded as a 
measure of discrimination and hence as coming under the Pact of Non-Aggression, where 
should we be landing ourselves unawares ? In the first part of our report, we should be 
recommending preferential tarifis, while in the second part we should be condemning them as 
a measure of economic aggression . 

• 
I might go even further an.d deal with .a subject which M. ~itvinofT kno":s well and. to 

which his Government and he h1mself somet1mes pay some attentiOn, the grantmg of cred1ts. 
Would it for instance be regarded as a mea.sure of ~ggressiof!- if we granted a loan for the ~urpose 
of enabling certain purchases to be made m certam countnes ? That w~mld ~ake M. Litvul:ofT 
himself fairly far afield. It shows how glad be ought to be of our foresight m recommendmg 
a more thorough consideration of his own scheme. 

All these subjects, which -let me sar it ag.ain- we have been discussing f~r many years 
past. . require much work and careful consideratiOn. They need to be taken up m that frame 
of n{ind. This is not. a problem to be dealt w~th. for purpose.s of propaganda or in a spirit of 
recrimination. I was much struck by M. L1tvmofT s harpmg on past conferences on the 
European grain problem and his attempt to make out. that the steps taken or discussed at 
them represented a sort. of standing co~sp!racy against the Sovi~t Uni.on. In ~he intern~tio~al 
life of Europe, there is no pl~ce for th1s kind of constant. obsession With standmg: consp1raci~s, 
even though to use M. LitvmofT's own words, one country may represent a diiTerent soc1al 
and political' system from that prevailing in the rest of the world. I can assure him that we 
who represent the other system have no aggressive designs against the system he represents. 

M. LitvinofT makes himself out an innocent victim, an easy prey to the machinations of 
the wicked. Let me reassure him. The wicked sometimes perhaps merely wish that certain 
bodies which as we know, are entirely independent of the Soviet Government, would carry 
on a less int~nse propaganda against the social ~nd economic ~ystem w.e ~eprest>~t. That, 
however is another matter. It would lead me mto paths which M. L1tvmofT h1mself has 
trod, bui along which I have no desire to follow him. I wish in conclusion to say only one 



-20-

· .,. t.h t. b ·eel to the few humble remarks I have made, we adhere to the idea! of univ.ersal 
t.hm., a '~u J mmended by .M Litvinoff as the guarantee of fuller mternat10nal 
non-agg~ss10n reco . 
co-operation. 

M LITVINOFF (Union of Soviet Socialist Republics).-. I ~ish that more. speaker~ W<?uld 
deal with my Government's proposal. It is only ~y discussion and by vo!cmg obJectlO~s 
that the subject can be fully and exhaustively exammed. Some of the qu~st10ns ~· Flandm 
has put. to-day have already been answered by me, I flatter myself, sat1sfactonly. I am 
absolutely sure that at one or two meetings, the Sub-Committee would have set~led the 
question of the ~act, and. the_pact might have been presented to the Governments for signature 
in case they desired to s1gn 1t. . . . . 

On the question of preference, I was asked m ~he Co-ord~nat~on Sub-Committee whether 
in fact any preferential treatment would constitute an mfrmgement of the Pact of 
Non-Aggression. It depends upon the application of the preferential treatment in questio~. 
If the German Government were to grant preferential treatment to Hungary or Roumama 
or any other country - small concessions have already been ~!'~de - there would: be no 
auuression : but if Germany or some other country granted pnvileges to all countnes of a 
d~flnite group o~ category except one, that would constitute aggression against the country 
thus isolated. 

I also have already replied to the question as to the definition of " aggression " and 
"the aggressor". I ~~ink in this pact it is much easier to gi'Ye a d_efinition of ag~ressi<?n th~n 
it would be in a political pact. If we were to have a full discussion on the subJect, either m 
this Commission or in some sub-committee, all the uneasiness and doubts created as to the 
intention of this proposal would be removed, possibly by alterations of or additions to the 
pact. itself. The authors of such an instrument could not, naturally, foresee all the objections 
and reservations which have since been made by various speakers. It is only by discussion 
and by careful consideration of the objections brought forward that the authors of the pact 
can allay the doubts and misgivings which have arisen. But, instead of this procedure being 
followed, the proposal has simply been passed backwards and forwards like a tennis-ball. 
Many other proposals from other sources have been introduced in the Commission and have 
been made the subject of recommendations or resolutions by the various Committees. They 
have all been given a very different measure of consideration from that accorded to mine. 
I think M. Flandin will agree that I have some cause for complaint. 

I should like to reassure M. Flandin on the question of credits; this matter does not come 
within the framework of our pact at all. Let me also say that, naturally, nobody enjoys 
entertaining the fear or apprehension of being a victim of conspiracies; but I will mention a 
special case. A year ago when this campaign - for I must call it that - was initiated, 
we felt that it might be directed against our States. All exporting countries were invited 
to join in except ourselves. Moreover, certain of those who participated in this Conference 
stated publicly in the Press that its object was, in one sense, the economic persecution of the 
Soviet States. · 

How can you expect us not to be alarmed by such a campaign ? Did not the Conference 
in question result in special measures which we term the system of preferential treatment, 
from which our country will suffer 'l Will M. Flandin deny that " special treatment " will 
affect the exports of the Republic 'l It only shows that the consequences of these conferences 
have been foreseen by us, and the cry of alarm we raised was not a vain one. We were 
undoubtedly right to be cautious, very cautious indeed. 

As regards propaganda, I wish I had the opportunity to demonstrate that there is no 
country in the world which has been the victim of so much hostile propaganda as the Soviet 
States. I could give you statistics, of the number of daily, weekly, and monthly periodicals, 
leaflets, and special books or treatises, which have been brought out year after year, consisting 
of anti-Soviet propaganda. To speak of propaganda against other countries compared with 
the propaganda employed against the Soviets is like comparing a fly with an elephant. 

M. ZALESKI (Poland) [Translation].- Mr. Litvinoff has mentioned conversations which 
took place between certain of the agricultural countries in various capitals, in particular, 
at Warsaw. As my own Government was one of those which initiated these conferences 
I should like to offer an explanation. ' 

. M. Litvinoff will of course remember that these conferences took place before the Soviet 
Umon had ~e~n to collaborate wi~h the Leagu~ in economic problems. I recollect very 
clearly explammg to the representative of the Soviet Union at Warsaw at that time that the 
co~ferences were confined to.certain !'fem~ers of the _League who were discussing the common 
attitude they should adopt m the discussions held m the League itself. 

Clulpter V wcu adopted. 

CHAPTERS VI AND VII. 

A®pled without observation.. 

The CHA!RMA~ [!ranslal~on].- The Sub-Committee's report has thus become the report 
of ou~ ow~ Cof':'mJssJon, subJect to the points mentioned, which will be considered by the 
Draftmg Comm1ttee that I propose we should appoint. 
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Our ·commission: as you will remember, is an advisory committee of the League, and we 
have there~ore_to report to t~e Asse~bly, or, in certain cases, to the Council. The report of 
the ~o-ordmat10n Sub-Committee _will consequently have to be transmitted to the Assembly 
and It wo';lld be well, at the_ same_ lime, to add a note briefly summarising some of the remarks 
mad~ d~rmg the gene_ral discuss10II:· T_here is, for instance, Dr. Schober's suggestion for an 
enqmry mto the question of economic umons and that of D• Rouchdy Bey for the communication 
of the rep~rt as _app~oved by us to the Governments, so that they may, if they wish, place it 
before their legislative bodies. · 

. All these suggestions, however, make it necessary for us to report first to the Assembly. 
It IS fundamental to our work that we should affirm that our Commission forms part and parcel 
of the League. 

In accordan~e with the normal procedure the Assembly will, I feel sure, later transmit to 
one of the Committees, probably the Sixth, the relevant passages from the general report to 
the Assembly prepared b~ the Secretary-General and submitted to it for discussion. I imagine 
too that the Sixth Committee may refer to the Second Committee certain sections dealing 
with economic questions which come within its competence. 

Acco~dingly, there are certain decisions we cannot take until the Assembly has reached 
a conclusiOn, among them the decision to set up the Committee suggested in our report. 
Tha_t can only be done after the Assembly has intimated its views, because our mandate 
expires as soon as the Assembly meets. It is for the Assembly to decide to extend our mandate. 

We shall therefore probably have to meet again some time towards the end of the 
Assembly. We have, of course, among us the representatives of certain States which are 
not Members of the League, and the position may be somewhat awkward for them. I trust, 
however, that the spirit of conciliation which is evident in everything we do will make it 
possible to overcome these little difficulties of procedure. There does not seem to be any 
other procedure to adopt. 

At the end of this meeting, therefore, I shall propose that we set up a Drafting Committee 
to .consider the nature and contents of the covering note which will accompany our report to 
the Assembly. 

These, of ·course, are merely friendly suggestions. I have talked things over with the 
Secretariat and we agreed that the suggestions I have offered are the best. May I ask if you 
approve them ? 

M. PusTA (Estonia) [Translation].- I understood the Chairman to say that our mandate 
expires with the present session. That is a point on which I do not feel quite so sure. The 
Assembly resolution of 1930 setting up this Commission "invited the Governments . • . 
acting, with the assistance of the Secretariat, as a Commission of the League, to pursue the 
enquiry which has already been begun and of which the French memorandum of May 17th, 
1930, . . . constitutes the first element ". The resolution adds that " the first results 
of this enquiry should be embodied in the form of definite proposals in a report to the next 
Assembly ". 

Neither the meetings held by our Commission nor the replies of the Governments to the 
French memorandum would appear to indicate that the Commission would be justi~ed in 
regarding its work as complete. We shall present a first report on the first results achieved, 
but I see nothing in the Assembly resolution to prevent our continuing our work. 

The CHAIRMAN [Translation].- There is probably a slightmisunderstanding,duepossibly 
to my failing to make myself quite clear. What I m.eant was that the Assembly has the 
right to terminate our proceedings, if it sees fit to do so. Put in this way, my remarks are, 
I feel sure, unobjectionable, and M. Pusta and I are of the same mind. -

The procedure proposed by the Chairman was approved. 

41. Appointment of a Drafting Committee. 

The CHAIRMAN [Translation].- My proposals for the Drafting_ Committee. are as follo~s : 
In the first place, I should like to be authorised - I trus~ you will not cons~der me la~kmg 
in modesty when I make the suggestion - to act as Chairman of the Draftmg Col!ln:uttee, 
merely in order that I may be better able to direct your work later on. I ask this m my 
personal capacity and not as the representative of my Government. . . 

· I should also like to invite M. Bech, the Chairman and Rapporteur of the Co-ordmat10n 
Sub-Committee, to be a member of the Drafting Committee together with represent3:ti~es 
of the following twelve States : Austria, Belgium, ~e~mark, Fra!lce, Germany, G~eat. Br1t~m, 
Greece, Italy, Spain, Turkey, Union of Soviet SoCialist _Rep'!bhcs and _Yugoslav~a, 1t bemg, 
at the same time, clearly understood that any State spectallr. mterested m any pomt can ta~e 
steps to be repre~ented in connectio!l wit~ the discussiOn of It. We have always adopted this 
liberal and, I thmk, reasonable attitude m these matters. 

The proposals of the Chairman were adopted. · 
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THIRD MEETING (PUBLIC). 

Held on Saturday, September 5th, 1931, at 10.30 a.m. 

Chairman : M. MoTTA (Switzerland). 

Examination of the Draft Resolutions based on the Report of the Co-ordination 
Sub-Committee on Economic Questions and of the Draft Covering Letter to the President 
of the Assembly. 

The CHAIRMAN [Translation] .. - At our last meeting, you instruc~ed the praft~ng 
Committee to prepare a draft covermg letter to the Assembly. Before opemng the d1scuss1on 
on the draft letter and the draft resolutions annexed to it, which form the principal part 
of the document, I should like briefly to explain the character of each. 

The Draftin"' Committee was instructed to extract from the Co-ordination Sub-Committee's 
report which, ;ith certain reservations, our Commission has endorsed, the points which 
would' enable the Assembly to ascertain exactly the recommendations we are making and 
which will be submitted to it by the Chairman of this Commission, M. Briand, if he is prepared 
to do so. 

As regards Resolution V, you will see that we were forced to leave that point blank ; 
the Drafting Committee was unable to agree on the issue raised by the Soviet Government 
{Pact. of Economic Non-Aggression) and we reached the unanimous conclusion that the 
question was one of substance which would have to be dealt with by the plenary Commission. 

Let me add that it is said explicitly in the covering letter that we are sending. to the 
Assembly·also the reports of the various special Committees of the Commission of Enquiry 
and other relevant documents, among which the Minutes of this Commission occupy the 
foremost place. 

For instance, two days ago, the Foreign Minister of the Netherlands suggested that the 
diplomatic channel should be used when a country enjoying preferential duties under treaties 
concluded between itself and other countries was seeking the sanction of third parties enjoying 
the benefit of the most-favoured-nation clause. Needless to say, that suggestion is recorded 
in the Minutes and will be submitted to the Assembly in the form in which it was put forward 
by the Netherlands Foreign Minister. 

Again, the Estonian Minister for Foreign Affairs argued the desirability of developing 
the idea of the community of Europe in schools and through the cinema and other agencies. 
The Drafting Committee was unable to give special attention to that point, but the Estonian 
representative's observations are recorded in the Minutes and will therefore be submitted to 
the Assembly, so that the latter, if it wishes, will be able to deal with all the points we have 
discussed. 

I will now open the discussion on the draft covering letter and then on the annex 
{document. C.E.U.E.54). 

The draft coc•ering letter was adopted. 

The CHAJR!o!AN [Translation].- The letter will be signed by the Chairman of the present 
session of the Commission. 

RESOLt;TIONS BASED ON THE REPORT OF THE CO-ORDINATION SUB-COMMITTEE ON ECONOMIC 
QUESTIONS. 

I. Economic Relations and Industrial Organisation. 
Resolution I was adopted. 

II. Credit Problems. 
Resolution II was adopted. 

Ill. Agricultural Problems. 
Resolution Ill was adopted. 

IV. Unemployment. 
Resolution IV was adopted. 

V. Pad of Economic Non-AggreSBion. 

The CHAIRMAN [Translation].- I should like to offer a few brief remarks on this matter. 
During the diseussion in _the Drafting Committee, it became obvious that the question 

was not "? mu~h. one of draft1_ng as of substance, and that it would have to come before the 
plenary Comm1~s10n. You ~ill reme!'lber that the representative of the Soviet Union had 
urged the creatwn of a spec1al Comm1ttee to study th1s question. 
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In the J?rafting Committee, ~twas pointed out that, although we might, in principle, agree 
to the creation of such a committe~, we could not determine its composition and size until 
the Assembly had h~d an opportUI~Ity of making known its opinion on the general question 
of a pact of economic non-aggression. 

M. Lit~inofT per~eived th!lt, in that case, he would be unable to ascertain the composition 
of the speCial co~m1ttee until tow~r?s th~ end of the Asse~bly, when the next (that is to 
s~y, the fifth) session of our Commission will take place. Bemg anxious to know the fate of 
h1s pro~osal, he therefore moved that the question be referred to the Sub-Committee of 
Economic Experts. 

Thes~ were the circumstance.s.which determined the Drafting Committee again to submit 
th~ ques~mn to you. I should hke to make a few general and purely objective remarks on 
thiS SUbJect. 

In th~ first place, it must.b~ noted -.thi~ point is absolutely plain and there can, I think, 
be no p~ss1ble ~1fTerence <?f opmm!l.regard.mg It- that the Pact of Economic Non-Aggression 
as submitted raises, both m the spmt and m the letter, a problem which is not merely European 
but a world problem by its .nature and in its reactions alike. The draft itself says that th~ 
Protocol shall be open for signature by all States of the world which are prepared to accede 
thereto. 

That being so, the question very naturally arises whether this Commission would not be 
exceeding its competence and its functions if it dealt with a problem of this character before 
the Assembly had had an opportunity of expressing its opinion. In this Commission we have 
I think, always been anxious to affirm our dependence on the League. We have alway~ 
asserted that we are an advisory Committee of the League and that, as such, we are bound 
to report to the Assembly and, in certain cases, to the Council. If we embark now on a 
problem like this, bjlfore the Assembly has discussed it in its original form and without any 
preconceived ideas whatever, we shall be encroaching upon the competence of the Assembly 
and exceeding the role which it allotted to us and which we accepted. 

In my view, then, it is perfectly clear that the Assembly must consider the matter first. 
· I would like to make another remark on M. LitvinofT's proposal. He has dropped his 

suggestion for a special committee and has asked that the question be referred instead to 
the Sub-Committee of Economic Experts, which must not, of course, be confused with the 
Economic Committee of the League. On that proposal I have a few practical considerations 
to offer. 

In the first place, it is not certain that the number of experts is sufficient. There are 
clearly several countries which attach very considerable importance to this question and would 
like to make their views known at the outset. Secondly, some of the experts on the 
Sub-Committee may very possibly not be those best suited to the task. Thirdly, there is 
nothing to show that the members of the Sub-Committee would in f.act be prepared to engage 
upon this work. · 

Personally, therefore, I have come to the conclusion - I would ask M. LitvinofT, in 
particular, to follow my arguments, and I must apologise for not having been able to state my 
views. in the Dr!lf~ing Committe~, as they onl~ took shape .after reflection an_d after hea~ing 
the different <ipmwns expressed m that Committee-that It would be expedient to consider 
whether, in view of the nature, the range, the importance and the repercussions of this plan, 
it might not be wiser and indeed more correct towards the League to ask the Economic 
Committee to undertake this preliminary study. · 

To this solution there is, of course, one objection which is plain at once- namely, that 
the country which submitted the proposal is not represented on the Economic Committee, 
but our Commission would naturally ask the Assembly to recommend the Council- to which 
the Economic Committee is subordinate - to appoint to the Economic Committee for the 
consideration of this question, and, needless to say, for this question alone, a representative 
of the Soviet Government. In this way, we should, I believe, meet the wishes of the State 
which propounded this scheme, while we should be conforming to those broad, necessary 
and, in my view, unescapable rules which we are bound to observe. 

I suggest therefore that, as regards Point V, we should make some such proposal as I 
have suggested - namely, that we tell the Assembly that the Co~mission ~s of opinion that 
this question should be referred for study to the League Economic Committee and suggest 
that the Council add to the latter a representative of the State putting forward the proposal. 

We shall presently have an opportunity to hear M. LitvinofT on this point. I hope 
reflection and the subsequent trend of this discussion will show him that the proposal I have 
put forward as Chairman is in harmony with the good order of our proceedings. 

M. LITVINOFF (Union of Soviet Socialist Republics). - I will try to explain how. this 
question has arisen again after it had apparently been settled. As you are aware, I submitted 
a draft Protocol of a Pact of Economic Non-Aggression. It would have been possible to deal 
with it during the present session and, as this was not done_. I naturally assu~e~ that it wo~ld 
be referred for further study either to <?ne of the Sub-Comn.nttees of th~ Comm1ss!on of Enqmry 
or to a special sub-committee. I was mformed yesterday m the Draftmg Com!lnttee, however, 
that the Commission of Enquiry has no mandate to create new ~ub-:committees, but must 
await the Assembly's instructions. I am not an expert on the co!ls~Itutionalla'Y of the League 
of Nations, and I find it difficult to understand why the CommiSSion of Enquiry was able at 
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its May session to appoint a ser!es of Sub-C.omm~ttees, but is not now en~itled to· do. so. . It 
has been said that the CommissiOn of Enqmry will come to an end when 1t has submitted Its 
report, and must obtain a new lease of life from the Assembly. I ~hould have thoug~t that 
in renewing the Commission's existence the Asse~bly would automat1ca~ly r~new the existence 
of any organs created by it ; but on such a pomt I bow to the superiOr JUdgment of those 
who are more familiar than I am with the laws of the League. 

I do not know when the Commission of Enquiry will mee.t again ; b~t if it d~es not meet 
until the end of the Assembly it will be difficult for the Sov1e.t delegation to wait here ~r to 
return in a few weeks' time. Before I leave, I should naturally hke to know to ';'"hat Committee 
the fate of the pact is to be entrusted and who are the members of that Committee. . 

In the circumstances, I can only suggest that the Com~ission of Enqu~ry should refer 
the pact to one of its Sub-Committees - the Sub-Committee of Economic Experts, for 
example. I understand that that Sub-Committee does not require the sanction of the 
Assembly. Doubts were raised in the Draft!ng Committ':e as to the competence of. the 
Sub-Committee of Economic Experts to examme the pact! m.a~much as th~ Sub-Committee 
consists, not of representatives of Government~, .hut of mdividuals appo~nted .as experts. 
I think these doubts are groundless. After all, It IS not the experts who will decide the fate 
of the pact, but the Governments r~presented on the Commissi?n of Enqui17. All th~ expe~ts 
are asked to do is to form concluswns as to the extent to whiCh the pact 1s compatible With 
the principle of the most-favoured-nation clause, preferential treatment, and so on. 

The Chairman brought forward the new argument that the pact concerned not only 
European countries but the whole world. That· argument could be applied to most of the 
questions studied in the Commission of Enquiry. The Commission's task is to study an 
economic crisis which is not limited to Europe alone, but is world wide. Take, for instance, 
preferential treatment in the form in which we have accepted it. It is of much more concern 
to non-European than to European States, because there is discrimination against the former. 
But no one proposed that we should transfer this question to the Assembly, at which non
European States are represented. The report of the Sub-Committee of Economic Experts 
suggests that regional agreements should be concluded. Why cannot the European States 
conclude a regional pact and then invite the non-European States to accept it ? 

In any case, the Soviet Government has submitted its proposal to the Commission of 
Enquiry for European Union. If the Commission does not feel competent or does not wish 

. to deal with the question, it ought to say so. We shall then withdraw the proposal, and 
consider it as having been rejected. It is no use telling us to submit it to other international 
bodies ; I am not sure that my Government would not rather withdraw its proposal. 

I suggest that we should either appoint a special sub-committee to study the pact or, 
if that is constitutionally impossible, refer it to the Sub-Committee of Economic Experts. 
There is no alternative. 

Dr. CuRTit.:S (Germany) [TranslalionJ.-,. I should like to try and conciliate the different. 
views put forward. l\1. LitvinofT has made two proposals; one that his plan should be referred 
to the Sub-Committee of Economic Experts and the other that a special committee should 
be set up to study it. 

I myself have certain objections to the first proposal. The Sub-Committee of Economic 
Experts, I believe, considers that its work has been completed. Some of its members have 
told me that they do not expect to have a further meeting, and even that they might not be 
willing to take part in our subsequent work, supposing the Commission decided to take up 
such work. It hardly seems possible, therefore, to consider a fresh meeting of the Sub-Committee 
of Economic Experts. As against that, I support the proposal to send the question to a special 
committee. I quite understand M. LitvinofJ's objections to the reference of his draft to the· 
League Economic Committee. I appreciate the objections of principle he has advanced, 
and I would point out that there is another difficulty due to the fact that the Economic 
Committee has been instructed by the League and by the Council to carry out certain tasks 
which may prevent the prompt examination by it of M. LitvinofJ's proposal. 

Again, it must be borne in mind that had we last May discussed the 'soviet scheme in 
the way we have examined it at the present session, though we should certainly not have 
rP.ached a final decision, we. should very probably have referred it to one of our Sub-Committees. 
I fail to see, therefore, why we should not adopt some such procedure now. 

I realise the Cha_irman's obje?tions. He says that our Commission is not competent 
to set u~ a sutJ:committee of the kmd su~gested. On that point, I agree with M. LitvinofT's 
observatiOns with reference to the questwn of competence. He said that most of these 
questions were very wide in range and that they were world questions ; he reminded us that 
C4lrtain C?untries were not repr~sented on th~ League and that consequently the Commission 
o~ Enquiry was r,erfec~IY. ent1Ued to consider tho.se issues. Personally, then, I see no 
dJtn<:ulty to our ~'mm1sswn - or any sub~comm1ttee appointed by us - dealing with 
protlllms of world m~rest th~t co~~;cern certam States which are not represented but might 
he uked to take part m the discussion of these matters. I propose, accordingly, that we set 
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S~b~ speci·t~ comfmEittee, h.ut. not. one which will consist solely of economists, like the 
ommi ee o conomic Experts or the League Economic Committee. It must be 

remembired that the problem has two aspects, a political and an economic one For this 
reason, . should like the Committee to be composed of Government represeniatives and 
economic ~xperts. There would be nothing novel in that · other committees have a similar 
membership. ' 

I am in some dou~t concerning the date at which the special committee should meet. 
I a'? not sure whethe.r It .could ~eet .at one~, h_ecause our other Sub-Committees have finished 
thetr -vyork, and certam ~Ifficult!es might anse m the Assembly if we proposed that the special 
committee should meet Immediately. At the same time, I imagine that the Assembly also 
would he prepared to contemplate the creation of a special committee to study the Soviet 
proposal. If t_her~fore ~e contemplate the appointment of such a committee, we might 
decide. to apl?omt It subJect .to .the Assembly's approval. In this way, a decision could be 
taken Immediately, and M. L1tvmofT would know the fate of his proposal. At the same time, 
we shou_ld .have fully safeguarded the question of competence. I must, however, point out 
to ~: L1tvmofT that the Assembly would legally retain the right to cancel the Commission's 
dems10n to set up a special committee . 

. In conclusion, I think ,we should complete Resolution V and do so to-day by deciding, 
subJect to the Assembly s approval, to set up a special committee of Government 
representatives and expert economists. 

Visco~nt CECIL OF CHE.Lwooo (Great Britain). - We are all agreed that the Soviet 
propos_al. IS of v~ry great Importance and deserves most careful consideration by this 
CommiSSion and, mdeed, by the League. What we are now discussing is not the prmciple 
of ~h.at proposal, b~t the best practical method by which to reach a rapid and authoritative 
decision. ·I s_ay qmt~ frankly that if some convention can ~e .d~vised which, in the opinion 
of those qualified to Judge, would put an end to or even d1m1msh the chances of what are 
called " tarifT wars ",I should greatly rejoice. 

I think the question of obtaining a rapid and authoritative decision is rather a technical 
one. . It is suggested that the Soviet proposal be sent either to the Sub-Committee of Economic 
Experts or to a special committee. So far as the first of these alternatives is concerned, the 
German delegate's observations have shown that it is not practicable. The members of that 
Sub-Committee are extremely busy men, who have now returned to their own countries and 
taken up their own business. Such a procedure would mean delay and postponement. 

The other proposal is that we should appoint yet another special committee. I confess 
I dislike the multiplication of committees, if it can be avoided. It means complicating the 
procedure of the League and leads to delay. Moreover, there is a tendency to think that we 
have done something really serious when we have appointed a special committee, whereas 
we have taken only the first step. If we ask the Assembly to appoint a special committee, 
it would he a special sub-committee of this Commission, to which it would have to report, 
and obviously it could not meet for some weeks, by which time we should have separated. 
Before any preliminary decision could be taken, a fresh meeting of this Commission would 
have to be held, and any decision would have to go to the Council of the League before action 
could be taken. Thus, it would mean a double reference, first to this Commission and then 
to the Council. 

By referring the matter to the Economic Committee, which reports directly to the Council, 
part of the procedure would be short-circuited. I should have thought it would be preferable, 
in order to hasten a decision, to refer this question to the Economic Committee. . The Council 
or the Assembly might be asked to request the Economic Committee to give it immediate 
consideration. It has been said that the Soviet Government is not in agreement with the 
proposal to refer the matter to the Economic Committee because it is a Committee of the 
League. This Commission, however, is also a Committee .of the League. It has, moreover, 
been said that this proposal would not be satisfactory, because the Soviet Union is not 
represented on the Economic <:;ommittee. The Soviet Government, however, would be asked 
to send a representative -and take part in the disc~ssions and decisions. 

Dr. Curtius has outlined the kind of special committee which he desires. He wants to 
have an elaborate and numerous body, consisting partly of experts and partly of representatives 
of the Governments concerned. But all the Governments are concerned in this matter; 
and, moreover, the Economic Committee is composed both of experts and also of those who 
are, in efTect, representatives of the Governments interested. Indeed, the Economic 
Committee already contains not only representatives of the Members of the League but others 
chosen from non-member States. Therefore, it is by far the best body to deal with a matter 
of this kind, especially as it has already considered a number of similar questions. It is also 
very important that. there should be represented on the Committee non-European as well 
as European countries. 

Dr. Curtius really means that. he wants to duplicate the Economic Committee, to obtain 
the services of another committee sul;lstantially similar. He recognises that it must include 

• 
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representatives of countries outside Europe, w~ich is obvious. :rhis proposed Pact. of 
Non-Aggression will r~qui~e from all the countnes C?ncerned defi~ut~ go~ernm~ntal action 
or abstention from actiOn, 1f we are to have an economic truce of th1s kmd, and, 1f ~h~t.truce 
were not. accepted by a great. country outside Europe, its value would ~e enormously d1m1m.she~. 
If the idea is to be practicable at. all, the wholehearted co-operat10.n of such countnes IS 
necessary ; and, if they are not consulted, I do not doubt that they will look upon the matter 
less favourably than they would have done had they been consulted f~om the .start. For 
these reasons, it would be far better to refer the proposal to the Economic Committee. 

As an attendant for many years at meetings. of. the Leag~.u~, I venture to add ~ne 
consideration, which perhaps will not appeal to M. L1tvmoff, that 1t se~ms to ~e a great p1ty 
not. to make use of the existing machinery of the League where that. IS possible .and usef!-11. 
We want. to build up the prestige and authority of the League so that everybo?y ":Ill reco.gmse 
that. it. is the oreat. international authority. To be perpetually going outside 1ts ordmary 
procedure and'' constituting other committees takes away from the authority of those 
committees, and is bad procedure. 

111. LitvinoiY concluded his speech with a kind of warning that if his views were not accepted 
his Government might withdraw its proposal. He will forgive me if I say that discussion by 
ultimata does not lead to agreement. If we are always going to say that unless our proposal 
is adopted in exactly the form in which we put it forward we shall withdraw it, I do not think 
we shall attain international co-operation. It is quite evident that, in reply to an observation 
of that kind, other observations might be made which would exacerbate feelings instead of 
soothing them. I beg 111. Litvinoff not to continue along that line of discussion, and to 
consider whether the proposals I have made do not meet the great object we have in common, 
of reaching a rapid and authoritative decision on what we all recognise to be a very important 
and valuable proposal. 

111. CJANCARELLI (Italy) [Translation]. - I have listened v~ry attentively to previous 
speakers, particularly the Chairman ; but I am quite unable to see that there is any real 
difficulty in the way of our accepting 111. LitvinoiY's proposal. 

It has been said more than once that this question is a very serious and important. one, 
that it needs to be considered from every angle and that it ought therefore to be referred 
to an organ of the League which has special competence in this sphere, and which will study 
it. thoroughly and report to the Commission of Enquiry. The British representative has said 
that, in order to expedite the consideration of the matter, it should be referred, not to a special 
committee, but to the League Economic Committee, which is better fitted for rapid work. 
To my mind, rapidity is not the only thing we have to bear in mind. Lord Cecil suggested 
also that the Economic Committee should report directly to the League and that time would 
thus be saved. 

The question before us is, in my view, a very simple one; it is merely one of procedure. 
What is the procedure invariably followed so far by our Commission in all issues examined 
by it '! Our practice has been to appoint committees to examine the various questions. 
Why adopt another course now '! 

Again, as someone has said, not all the questions we have considered are of exclusively 
European interest. The question of preferential tariffs on grain, for instance, to which 
~l. LitvinoiY referred, is not, so to speak, of special concern to Europe, with the exception of 
the Soviet Union; it concerns in particular the non-European States; yet it was submitted 
t.o a Committee set up by the Commission of Enquiry. I see nothing to prevent us from 
following the same procedure in the case of the Pact of Economic Non-Aggression. In these 
matters, the general rule is almost invariably determined by practice. 

I think, therefore, we might accept either of the methods of procedure proposed by 
ll. Litvinoll. He says : · 

" If you think you can refer the pact to a committee of economic experts, do so ; 
if you think it better to appoint a special committee, do so ; it makes no difference to me. 
But why not treat my proposal in exactly the same way as other proposals that have 
come before this Commission ? " 

For these reasons, I support the request made by the repre8entative of the Soviet Union. 

There is one other point t.o which I wish t.o refer. During this discussion, it has been 
said that the Commission of Enquiry will have to finish its work at one time or another, that 
its continuance depends on the will of the Assembly and that the future cannot be predicted 
for the moment. It is true, on the other hand, that others have expressed the desire that the 
Committee should continue its work. That being so, we can, I am sure, agree without 
difficulty ; there is no need for pessimism or exaggeration in any direction. · 

I remember being told that the members of certain religious sects never meet without 
1aying t.o one another: " Memenlo mori ". I do not think that to have that idea always in 
mwd i• the he11t way of doing anything practical. 
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1 ~Ev.FI~r~ucHDY Bey (Turk~y) [Translation].- My delegation considers that it is not 
on Y es1r3; e ut the duty of th1s Commission to proceed immediately to the examination 
of the Soviet proposal. We .are, I think, all agreed on the importance of that proposal. It 
shoul~ therefore. be referred either to the Sub-Committee of Economic Experts or to a special 
committee appomted for the purpose, but in the latter case the special committee should be 
set up at once. 

• ~- ~AUNIUS (Lithuania) [Translation].- The question before us is, if I may say so, a 
constitutiOnal ~ne - namely, whether or no we should study the Soviet representative's 
proposal, and, 1f so, how. 

The position is, I must confess, somewhat embarrassing. The proposal bears we all 
agree, on a very important subject ; but we are almost at the end of our work and we have not 
yet found the ~!leans for an exhaustive study of the pact. We are still merely discussing 
whether or no 1t should be referred to a committee directly associated with the League. 

T~e Soviet Government hesitates to assent to that course. We Members of the League 
sometimes, of course, have difficulty in appreciating the arguments of countries which are not 
Members. Tha~ is natural. If the countries in question shared our way of thinking, they 
would not remam aloof from the League. This fact, therefore, must be taken into account. 

That being so, you will understand why I hesitate to try and bring moral pressure to bear 
on the representative of the Soviet Union or try in any other way to persuade him to drop 
the arguments he has advanced against reference to the Economic Committee. It would 
be unpardonable to force on a member of our Commission the embar)'assment of having to 
choose between reference to a League committee and refusal to examine his proposal. 

The German representative's suggestion offers us a happy way out. Lord Cecil is no 
doubt right in saying that the appointment of a committee does not in any way mean progress 
in the discussion ; but I am afraid that refusal to set up a committee or failure to find suitable 
means for investigating a question may be a step in the reverse direction. 

For these reasons, we should accept Dr. Curtius' proposal, which I beg to second. If 
that is not accepted, I shall move that we discuss the Soviet scheme here, in this Commission. 
There would be nothing new in that procedure; other matters, even of a specific character, 
have already been considered in plenary session, without having been referred to a committee 
or sub-committee. 

I very much hope, however, that this last contingency will not arise, but that the 
Commission will agree to the German representative's motion, which I support 

Mr. LESTER (Irish Free State).- I find it difficult to sympathise with thoseofM. Litvinoff's 
arguments which are intended to disguise the fact that this is a League Committee and that 
he is participating in the work of the League . 

• 
We all of course sympathise with M. Litvinoff's idea, but it is also generally agreed that 

a complete and profo';lnd study of this question is ~ecessa~. The definiti~n of ~he terms used 
in such a pact and of Its subsequent scope are of pnmary Importance, as fa1lure m that respect 
might well lead to a series of disputes instead of helping to amelioratetheeconomicrelationships 
of the various States. -

As regards the suggestion to refer the pact to the Economic Committee, I should like to say 
that the latter has of course already merited the gratitude of every Member of the League, 
and we all know that its members are exceptionally gifted and trained for the study of the 
question. It seems to me, however, that that Committee has already enough work to keep 
it in session as long as the Disarmament Conference. In these circumstances, I feel that the 
German proposal to appoint a special committee is more suitable and more acceptable. It. 
has been suggested that, if an organ other than the Economic Committee is used there will 
be a delay, but this would scarcely affect the putting i~to op~ration of the propos~d pact. 
The Council will meet in January and the speCial committee m1ght have completed 1ts work 
by then. Before the pact could be open for signature, it would probably be necessary to refer 
it to the Assembly. . 

Another point which has been discussed is the representation of non-Europea!l States. 
While I view with the greatest sympathy the proposal to consult non-Euro.pean mteres~, 
I might point out that preferential treatment for European whe~t and reg!onal economic 
agreements in Europe are also matters for non-European countries to cons1der, but there 
has been no suggestion that we should suspend our work or refer it to another organ. The 
question of discrimination with which the pact deals is ~nfortunately primarily Europe~n, 
but if it were so desired, non-European States could share m the work of the proposed spec1al 
co~mittee as well as in that of the Economic Committee. 

In conclusion the Irish Free State delegation agrees with the Turkish Foreign Minister 
that the pact shouid be studied as soon as possible. If the appointment. of a special committee 
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is not acceptable to th~ Commi~sion of Enquiry, my delegation would gladly accept the 
services of the Economic Committee. · 

l\1. LITVINOFF (Union of Soviet Socialist Republics~.- Some of Yiscount Cecil's remarks 
are not very convincing. One of his arguments agamst tra~sferrmg the pact to another 
committee is that the Sub-Committee of Economic Experts consists of busy people who cannot 
be expected to come to Geneva again to deal with this question. 

Viscount CECIL OF CHELwooo (Great Britain).- I did not say that. I said there would 
be a delay. 

l\1. LITVINOFF (Union of Soviet Socialist Republics). -The argument put forward was 
that the members of that Committee would be too busy to come when required, which aiii:ounts 
to the same thing. Viscount Cecil and other delegates say that the pact is of. pnm~ry 
importance and consider its adoption very desirable; yet it is regarded as a matter with whiCh 
the experts are only to occupy themselves when the~ are not too busy. ~ny matte~s are 
apparently more important than a Pact of Non-AggressiOn. I cannot agree with that attitude. 
If we want to remove distrust and to remedy the crisis, we must remove its causes as soon as 
possible. I know the experts are busy men, but they have not hitherto refused ~o give up 
their ordinary husines~ to come to Geneva. WhY: shoul~ we suppose that they will ta~e an 
exceptional attitude m the present case ? Their Chairman has not shown any desire to 
avoid this task. 

I never said that I objected to the Economic Committee on account of its being a League 
of Nations organ, although this argument has been ascribed to us by other delegates. I 
said nothing to lead the Commission to believe that I want to disguise the League of Nations 
character of the Commission of Enquiry for European Union. The Soviet delegation came 
here to t.ake part in the work of a commission on which European States are represented. 
We also came to the Preparatory Commission for the Disarmament Conference and to other 
League Conferences and regarded ourselves only as members of those bodies, and their 
relations to the League of Nations is no concern of ours. 

Viscount Cecil tried to convince me that to transfer the study of the pact to the Economic 
Committee would he a short cut, because instead of reporting to this Commission the Economic 
Committee would report directly to the Council. My country is not a member of the Council 
of the League of Nations; consequently, the Economic Committee would report to a body on 
which it is not represented. . · 

I cannot pass over another of Viscount Cecil's remarks. He told me that I presented an 
ultimatum. I assure him that presenting ultimata does not come within the practice of the 
Soviet Government. It has never presented ultimata, hut it has received ultimata. Viscount 
Cecil knows that as well a.s I do. If we are attacked, we say : " Stop, or we shall retaliate ". 
In this case, I cannot see how my warning could he considered as an ultimatum. The 
Commission has not shown such love for my proposal that it would he frightened at the 
prospect of its withdrawal. I think it rather invited its withdrawal, if anything. 

M. FLANDIN (France) [Translation]. - There are really three questions before us: A 
question of procedure, a question of substance and a question of form. 
. As to procedure, it is a matter of indifference to me to which committee this proposal 
IS refe~ed, whether to the Sub-Committee of Economic Experts, the Economic Committee, 
a spec18l committee or a new organisation appointed ad hoc. Logically, it should have been 
referred to the Conference with a view to Concerted Economic Action, for there could be no 
better concerted economic action than the discussion of a pact of non-aggression. That, 
however, is the only procedure which has not been proposed. 

The proposal to refer the question - which is almost excl~sively the concern of 
~overnments - f:o a committee of experts on which those Governments are not represented 
IS a possible solutiOn, but I do not think it is a very logical one. 
. I. see ~o objection to ~ppointing '!- special committee, for, as I say, the actual procedure 
Js of httle Importance. It 1s the questiOn of substance and form with which we are concerned . 

. As regards the question o.f substanc~, I sa~d yesterday that I fully accepted the pri~ciples 
w~Ich have been developed m connectiOn with the Pact of Economic Non-AggressiOn. I 
llaid that no one would welcome the cessation of economic war in the world more than we should. 
It remains to decide whether the form in which the Pact of Non-Aggression has been drawn 
up would lead to that result. I have already said that in view of its terms I do not believe 
it would. . ' ' 

. I r~alise that t~e.proposal ~ condemn any country taking a line on some particular issue 
wluch mvolves decisio~s runmng counter to the interests of another country might well 
prove a subtle weapon m the hands of certain countries havin~ a particular economic system 
of their own. In this connection, I desire to make the followmg declaration. My delegation 
ref!erve the right, when the Pact of Economic Non-Aggression comes to be discussed by whatever 
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Committee is selected for the purpose, to put forward counter-proposals and amendments. 
We. shall not countenance any manceuvre to enable a special economic system to shelter 
be~md formulre, such as a monopoly of foreign trade, as a means of enablincr it to take steps 
wh1c~ :would have the same effects as the administrative action which the pact proposes to 
proh1b1t. We shall not allow any such country, on the pretext that it is adhering to the terms 
o! t~e pact (the t~rms. o! which it has itself ingeniously prepared), to pose as an innocent 
v1ct1m of the pubhc opm10n of the world because regular administrative measures have been 
taken ~y other countries which do not possess the same economic system or the same monopoly 
of fore1gn trade. 

'W_e have lost a good deal of time in discussing procedure. Whatever procedure the 
Comm1ttee adopts, my delegation will be satisfied. But, when once the procedure is settled, 
we reserve our position as to the substance and form of the problem. 

The CHAIRMAN [Translation].- I declare the discussion on this question closed, and will 
now summarise the position, a difficult and delicate task. 

In the first place, the length of our discussion shows the importance of the question of 
procedure. Personally I do not think the time has been wasted. 

'W_e have here a question of form as well as a question of principle. The question of form is 
very s1mple : whether we shall refer the matter to the Economic Committee or to a special 
committee. It is intelligible that there should be some hesitation between the two methods. 
Viscount Cecil thinks the pact should be referred to the Economic Committee. Dr. Curtius 
considers that it would be better to constitute a special committee. I am not sure whether 
M. LitvinofT would agree to the creation of a special committee, or whether he insists on the 
proposal he made in the Drafting Committee - namely, to refer the question to the 
Sub-Committee of Economic Experts. 

It is the question of principle, however, which is of the greatest importance, and that 
question is as follows :We are on the eve of the Assembly of the League of Nations, to which 
we have to submit a report. The Assembly has, in theory, the right to declare this Commission 
dissolved, on the ground that it is not in conformity with the interests of the League of Nations. 
I do not think it will do so, in view of the harmony which exists and will continue to exist 
between this Commission and the League, but, in the circumstances, can we decide to set up 
a special committee before we have ascertained the views of the Assembly ? 

We are considerin~ a world problem. There is no question about that. We have before 
us other questions wh1ch may have world aspects, but not of so pronounced a character. 
The Pact of Economic Non-Aggression might be compared with the Pact of Paris; they are 
on the same plane. No doubt the Assembly is competent to take a decision on this matter 
and can authorise our Commission to constitute a special committee ; but I think that, before 

. setting up such a committee, we should await the Assembly's opinion. It would be difficult 
to tell the Assembly that we have come to a decision on a question which is outside our 
competence without having had regard to the Assembly's prerogatives. The latter would be 
entitled to declare that our procedure was incorrect. Can we treat the Assembly, which is 
the most august body in the world, so lightly? That is why the question of principle dominates 
the whole problem. I thank Dr. Curtius for having realised this. He told us that there could 
be no doubt as to the question of competence, and that the Assembly's competence must 
be respected. The Commission can therefore adopt either solution, on the understanding 
that the Assembly's rights are fully reserved. 

M. HYMANS (Belgium) [Translation].- As we are submitting a report to the Assembly, 
the latter will be able to take a decision in regard to our conclusions. 

The CHAIRMAN [Translation]. - ~hat is so. The c?mmittee ~n questi?n. would. be 
constituted after the Assembly had d1scussed the questiOn. If th1s Comm1ss1on. d~c1des 
to appoint a special committee, it would be created at the next session of the Comm1ss1on of 
Enquiry for European Union, on condition that we have the Assembly's authorisation to do so. 

In any case, I must call attention to the Assembly's rights. It is easy to understand 
that some States which are not Members of the League of Nations should not have the same 
anxiety as the States Members; but I should fail in my duty if I did not stress this aspect of 
the problem. 

M. MuNCH (Denmark): - There are a certain number of delegates here who attach no 
great importance to the question of procedure pure and simple; but the substance of the 
matter calls for thorough and rapid study,.and I think we all agree that we need the Assembly's 
approval before proceeding with such study. 

If a vote is taken on the point of procedure (viz., whether we should refer the matter to 
this or that committee, or to this or that already existing organisation), and the result is not 
unanimous our decision may give rise to political interpretations which will not be helpful 
to our futu're work. I therefore suggest that the Chairman call together the authors of the 
different proposals and attempt to secure unanimity, and that. we should adjourn our decision 
in the meanwhile. 
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The CHAIRMAN [Translation]. - I have just. received the following propos. l from 
Dr. Curt.ius : 

" The Commission of Enquiry for European Union is of opinion that. a speci~l 
committee composed of . . . should be set. up to study th~ proposed Pact. of Econom1~ 
Non-Aggression as rapidly as possible, after the approval ofth1s proposal by the Assembly· 

Would Dr. Curti us agree to omit any reference to the composition of the special committee, 
it. being understood that. the country which proposed the Pact must. be represented 'l I 
think that. should meet M. LitvinofT's wishes. ' . . 

Dr. Curtius' proposal has two advantages. First, it brings out clearly the idea that we 
are proposing a special committee, and, secondly, it. recognises the Assembly's competence. 

If the Commission could accept that proposal, and abandon the idea of re!er~ing the }:!act 
to lhe Economic Committee, I personally should b~ able to adopt Dr. Curt.ms suggestiOn. 
Perhaps .l\1. LitvinofT would tell us whether he will accept it . 

.l\1. LITVIN OFF (Union of Soviet Socialist. Republics).- I agree that too much time has been 
spent on the question of procedure. In the same space of time we could have studied the 
substance of the pact itself. The discussion has become rather confused, because some 
speakers have dealt only with procedure, while others (M. Flandin, for instance) have 
gone into questions of substance. I should be quite ready to answer him on this plane, but 
I do not want to prolong the discussion. 

The Chairman referred to the Pact of Paris. I would remind him that. that pact first 
formed the subject of correspondence between the United States and French Governments. 
It was then accepted by a small group of countries and afterwards all the countries were 
asked to join it. I do not. say that that is the best method. I only wish to remind you of it. 

I desire that. this Commission of Enquiry should immediately set up a sub-committee to · 
study the pact and report to the Commission of Enquiry at a session to be held immediately 
after the Assembly. Presumably, all the representatives of Governments and the experts 
will be on the spot then and will not have to come again to Geneva. I see no obstacles in the 
way and think that. would be the most practical method of dealing with the question. If 
that is impossible, I shall not object to the establishment of a special committee. What I 
do object to is the suggestion that the matter must be postponed to the next session. If 
a special committee is set up, I will withdraw my proposal to refer the pact to the 
Sub-Committee of Economic Experts. I have no special predilection for that Sub-Committee ; 
I only wish a committee to be set. up now, so that I may go home knowing that the question 
is being dealt with and has not been left in the air. I accept Dr. Curtius' proposal to set up 
a special committee at the present session. 

The CHAIRMAN [Translation].- I would point out that Dr. Curtius' proposal is that a 
special committee should be set up only after the Assembly has approved that procedure. 
The proposal has the advantage of reconciling two difTerent views - namely, the view of 
those who were in favour of referring the pact to the Economic Committee and the view of 
those who were in favour of constituting a special committee. Such special committee 
could, however, only be constituted at the next session of the Commission, that is to say after 
the Assembly has had an opportunity of discussing the report which we shall submit to it. 
There is therefore some difference of opinion between M. LitvinofT and Dr. Curtius. If 
.l\1. LitvinoiT is prepared, in a spirit of conciliation, to enable Members and non-members of 
the League to take a unanimous decision, I think he should say that he accepts Dr. Curt.ius' 
proposal, and, in that. case, I myself would suggest acceptance of the proposal. . 

Viscount CECIL OF CHELWOOD (Great Britain).- I am most anxious that there should be 
no division on a question of procedure. I still think my proposal was most business-like 
and practical; but if we can obtain unanimity by adopting Dr. Curtius' last proposal, I will 
not stand in the way. My only hope is that, when the committee is appointed, due regard 
will be had to the fact that the world outside - as well as the European States - is very 
interested in this question. Subject to that caution, which the Assembly will no doubt 
consider, I accept Dr. Curtius' proposal. 

AI. LITVINOFF (Union of Soviet Socialist Republics). - I wish to be clear about the 
proposal. Am I right in stating it this way : The Commission of Enquiry for European 
Umon decides to set up a special committee for study of the pact., but. t.he committee will 
be nominated at. the next session ? · 

The CHAIRMAN [Tran1lalion]. -After approval by 'the Assembly. 

. M. LtTVINOFF (Union of Soviet Socialist. Republics).- That. being so, I can only say that 
tbaa proposal ia more acceptable than the other, and leave it to the Commission to decide. 
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The CHAIRMAN [Translation].- That is practically an acceptance. Dr. Curtius' proposal 
is as follows : 

" The Commission of Enquiry for European Union is of opinion that a special 
committee should be set up to study the proposal for a Pact of Economic Non-Aggression 
as rapidly as possible, after the approval of this proposal by the Assembly." 

M. LITVINOFF (Union of Soviet Socialist Republics).- I think it. should be stated that the 
committee is to be set up at the next session of the Commission of Enquiry. · 

The CHAIRMAN [Translation]. - That. is understood from the phrase " as rapidly as 
possible ". The Assembly will give the necessary authorisation. . 

The proposal was adopted unanimously. 

V 1. Liaison with the League Ad11isory Organisations : 

Resolution VI was adopted. . 
The leller and resolutions to be transmilled to the Assembly were adopted as a whole (Annex 12). 

43. Close of the Session. 

After the customary expression of thanks, the CHAIRMAN pronounced the fourth session 
of the Commission of Enquiry for European Union closed. 
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INTRODUCTION. 1 

f b "tt" t the Commi"ssion of Enquiry for European Union our proposals 
1 Re ore su mi mg o d lik t d" 1 t · 

in rt'"'ard to the reports that have been laid before us, we shoul e o tspe a cer am 
· "" · f · h nee that ~;ght arise on account of the numb. er of those reports and rmpresswn o mco ere ·~ . . 
the variety of the subjects dealt with by the varwus comnnttees. . 

In point of fact, anyone who can succeed in gr~sp~ng the ~elatwn~ between these 
subje<>ts will find that there is not one of them that is not mtimately linked With all the others. 
Thus the extent and urgency of credit problems- whether they affect Government loa:ns or 
commercial credit -now demonstrate more clearly than ever that the whole founda~10n of 
e<>onomic life resides in a ready and adequate supply of capital. Th~se problems a:re drrectly 
connected with action in the matter of public works or national equlp?lte~t, to whiCh par.t of 
the International Labour Office report is devoted. This action, agam, If successful, might 
provide valuable outlets for skilled labour, and thus touches on the problem of the 
internatiotwl prorision of employment. . . . . 

Finally the circulation of capital is so closely bound up with the crrculat10n of goods 
that it must hold a foremost place in any scheme aiming either at greater freedom of 
international trade in general or at the disposal of cereals in particular. 

Similarly, we find that the problem of la~our migrations and th~t of th~ tr~atment of 
foreigners form a counterpart, in any conceptiOn of a better economic orgarusat10n, to the · 
problem of the reduction of tariff barriers, on which depend in the case of 3:griculture the 
demand for greater facilities for the trade in stock-breeding p1·oducts, and m the case of 
industry the problem of a rational development of the different forms of industrial 
organisation on international lines. . 

.All these questions, together with others mentioned - for example, in the 
Unemployment Committee's report on the co-operation of the factors in production f&r the 
e.rploitation of territories not utilised - touch, complete one another and overlap, each 
demanding its own special place in the conception of a rapprochement which is the dominant 
feature of the report of the Sub-Committee of Economic Experts. 

The Commission of Enquiry for European Union should therefore examine the various 
reports as a single whole, without losing sight of the influence of each of these questions 
on the others. . 

It is in the hope of assisting the Commission in this direction that we have grouped all 
the different subjects together in this report, though we have no time to examine them in 
detail. 

2. There is, however, a fundamental idea which in one form or another occupies the 
foremost place in almost all the reports. We refer to Europe's urgent need of a prompt 
restoration of confidence, meaning by that both the indispensable faith of the capitalist, the 
merchant, the manufacturer in the stability of the economic system in which they operate 
and the imperative necessity of being able to count on stable and cordial international 
relations in the political sphere. 

The Sub-Committee of Economic Experts, in particular, views the absence of confidence, 
if not as the sole cause of the present crisis, at least as the principal factor " which tends to 
maintain and prolong it ". 

" It is for the Governments, supported by public opinion, to make efforts to achieve 
closer co-operation and mutual support in order to restore a better state of affairs. " 

On that condition alone does the Sub-Committee anticipate any large scale revival 
of trade and financial operations. 

The Committee on Credit Problems heavily stresses the same idea. 
The Co-ordination Sub-Committee accordingly expresses the earnest hope that the 

meetings of the Commission of Enquiry for European Union and the League Assembly 
1rill afford an opportunity of stimulating and encouraging a policy of genuine international 
co-operation. 

I. ECO~OMIC RELATIONS AND INDUSTRIAL ORGANISATION . 

. 1. The report by the Sub-Committee of Economic Experts is distinguished by one 
MI•et;Ial feature !rom t~e numerous reports preyiously published by the League on similar 
subjects, and, m particular, from the concluswns of the World Economic Conference of 
1?2!. ~his feature i~ th_e assertion, by a group of men who are daily at grips with the 
d1ffteult1es of econonnc life, that even when Europe has emerged from the present crisis 
Hhe ~~nnot hope fo~ a real economic revival unless she is prepared gradually to adapt the 
tra<htwnal conceptwn of separate national economic units and to approximate it - with 

'.The !"Porta of tb~ nri?ua &pedal Com_mittee. and the other documenta submitted for consideration by 
tt.e (.o-ordlflatw~ llub-Comm1ttee and tbe lhnutea of the latter are enclosed with this report and are li•t~d in 
tiW- A PP""du: to 1t. 
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every necessary precaution, and possibly in forms as yet unknown - to the conception 
of one vast market accessible on equal terms to all or most of the producers of Europe. 

" T~e ultimate goal ~ust be the widest possible collaboration of the nations of 
Europe I~ t~e sense of makmg Europe a single market for the products of any and every 
country m It. " 

The experts. are convii;J.Ced that a mere return to the traditional pre-war state of affairs 
woul~ not suffice to ac_hieve the two-fo~d object which it is our business to pursue: to 
contribute to the establishment of ~ last~ng peace and to _provide the necessary conditions 
f?r su~h a development as Europe 1~ entitled to expect, smce for generations she has freely 
gryen mtellect, ~an-pow~r and capital to all the other contments and is still, despite ht>r 
misfortunes, eqmpped With the most powerfull and varied means of production 

It is this consid~ration that has led our experts to contemplate the possibulty for 
the European countnes of mpprochements capable of developmg into an economic and 
Customs union of the- whole of Europe. 
. Anxious, _how~ver, not to ag~avat~ the present _dillicult_ies by importmg disquietude 
mto the public rmnd and uncertamty mto commerCial relatwns, they have endeavoured 
to accompany this idea with a series of guarantees, chief among which are the following : 

The groups of countries which these rapprochements affect should be such as to ensure 
that they are in conforlnity with the general mterest and contribute to the general progress 
of Europe. They should include free movement of mdividuals, goods and capital and, 
indeed, all forms of econolnic activity, so that a fair balance may be established between 
advantages and sacrifices. The idea of the future econolnic solidarity of Europe should be 
subordinated to the principle of the equitable treatment of commerce, thereby ensuring 
increasingly close and profitable mutual relations with other countries, especially 
non-European countries. Fmally, should they affect the rights conferred by the most
favoured-nation clause, these agreements should not be allowed to come into force until 
an understanding has been reached with the countries concerned. 

2. We have long been accustomed to consider the phenomenon of commerce from an 
exclusively national standpomt- that is to say, as representing the relations of every 
kind between a given econolnic unit and all the other econolnic units. Now comes the 
dolninant idea of the econolnic experts suddenly to change our whole outlook and oblige 
us to take a bird's-eye view of the network of varied econolnic relations established among 
a large number of countries. We are a little staggered by the number and variety of the 
problems raised by the idea of European rapprochements. 

Moreover, we realise, like the experts, that it would be extremely difficult in the 
present circumstances to ask countries which are struggling desperately with the crisis 
to agree ill the mterests of Europe to any appreciable reduction of their measures of 
protection. Pending a return to better conditions, however, we think it necessary, while 
contenting ourselves for the moment with such modest progress as may be possible, to 
attempt to change this defensive mentality gradually mto a constructive mentality. 

We would therefore propose that the Comlnission of Enquiry for European Union 
mstruct the League Econolnic Comlnittee, with the help of the material to be prepared 
by the Secretariat for its use, to study the complex of problems raised by the idea of 
" economic rapprocheme1~ta " in order to brmg it before us in more concrete and accessible 
forms. 

The report of the Sub-Committee of Econolnic Experts- of which the Co-ordmation 
Sub-Comlnittee has taken cognisance without expressmg itself on pomts of substance
should also, we thmk, be communicated to all the Governments represented on the 
Commission of Enquiry for European Union, with a request for their observations. This, 
together with the other material, will afford the Econolnic Comlnittee every opportunity 
-provided it is given sufficient time -for a conscientious and thorough examination 
of the question. . 

We agree on this point with the . Sub-Committee of Econ.olnic E~perts and we 
recommend at once that with the Council's approval, the Economic Comrmttee should be 
encouraged to resume and pursue its consultations concerning the most important branches 
of production. 

Based on the idea of "econolnic mpprochement ", these .consultations should give all 
those concerned without exception, an opportunity of examining together the best 
methods of ens~ring a better organisation of each branch of production and of thus 
contributing to the work of solidarity pursued by the Comlnission of Enquiry for Europenn 

Union. d h · Ch · -'~· The economic experts, in translnitting their report, requeste t eu a1rmnn to uu•w 
our attention to the fact that " it would undoubtedly be advantageous if, as soon as the 
form and purpose of the plans in contemplation with ~ view to bringi!lg about this 
rapprochement have sufficiently taken .shape, an opportu~ty may be provi~ed for a fuU 
exalnination of the possible repercussiOns and effects which such plnns mtght produce 
on the interest of non-European States "· . . . . . . 

This preoccupation of the experts seems to us entuely JUStified, and ~e thmk that 
the Economic Committee, composed as it is ?f highly qu~fied experts enJoying _gener1\l 
confidence and chosen from among the dtfferent conhnents, would be partH•ulnrly 
competent to undertake this examination. 
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II. CREDIT PROBLEMS. 

1. STATE LoANS. 

The Co-ordination Committee has examined ~he report ~ransmitted :o it _by t~e 
Committee of Gowrnment Experts which, tog~ther mth a de!egatw~ of t~e Lea., ue Fm~nmal 
Committee, has examined the problem for which the Counml appomted It- namely · 

"To consider what practical steps could be taken. to _facilitat~ the issue of 
Government loans of an international character by more act1ve mter~entwn on the p~rt 
of the League of Nations, within the scope of its organisation and m agreement With 
the bodies controlling the principal markets." 

This Committee on Credit Problems has also had before it the various suggestions made 
by the French delegation at the session of the Commission of Enquiry f~r European Uni.on 
in 1Iay 1931 and the results of the enquiries undertaken by the InternatiOnal Labour Office 
in connection with public works. . . . . . 

"'ith reference to the specific questions submitted to It, the Cominittee on Credit 
Problems endorsed without hesitation the proposal of the French Government that th.e 
Financial Committee, acting in accordance with the instructions received from the Council 
of the League, should be prepared to consider such applications from borrowing States as 
may be made to it for its assistance. . . 

In addition, it indicated the procedure which should, in its opinion, be adopted m this 
connection. It observed that the Financial Committee, which is the advisory body to the 
Council in such questions, possesses quite special authority and experience in these matters, 
and that the creation of a new organism should not be contemplated. It suggests, however, 
at the same time that, for the purpose of such work as may arise in connection with the issue 
of international loans in the future, close co-operation with the Bank for International 
Settlements would be desirable, and that the assistance of Treasury officials would prove 
useful. In this connection it recalls that the Financial Committee has, in the past, adopted 
on several occasions a system of creating ad hoc delegations consisting of its own members and 
other persons with special competence in the matters under consideration. 

The Commission of Enquiry for European Union may therefore deem it desirable to 
suggest that the Council should give its approval to the appointment of one or more 
delegations of this character whenever it may be desirable to have the assistance of Treasury 
officials. 

The various detailed proposals made by the Committee on Credit Problems on other 
subjects referred to in the document submitted by the French delegation in May 1931 to the 
Commission of Enquiry for European Union the Council will no doubt desire to refer to the 
appropriate League organs. 

2. LONG· AND MEDIUM-TERM CREDITS. 

The Sub-Committee of Economic Experts took up an interesting proposal by 
M. Francqui for the creation of an institution for long- and medium-term credits. 

The Co-ordination Sub-Committee proposes that the Commission of Enquiry for 
· European Union should ask the Council of the League to give instructions for the study of 

M. Francqui's scheme as soon as possible with his assistance. 

3. SHORT-TERM AGRICULTURAL CREDITS. 

The Co-ordination Sub-Committee has received a communication from the International 
Institute of Agriculture (Annex 6) concerning the creation of an international oraarusation 
for short-term agricultural credits. It noted that the Institute proposes to hold a Conference 
to come to a final decision on this subject. 

III. AGRIOULTURAL QUESTIONS. 

1. REPORT OF THE CEREALS COMMITTEE. 

The Co-ordination Sub-Committee reviewed the work done by the committee appointed 
to study the p~oblem of the export of future harvest surpluses of cereals. 

To cope With the spec~al difficulties affecting the grain-growing populations of Central 
and Eastern E~r~pe! and m response to the appeal made to the Commission of Enquiry 
f(~r Eu.ropean Unwn In December 1930, systematic action has been taken in several different 
duec twns . 

. An. attempt, had .been made to organise the international wheat market. The Co· 
ordmatwn Sub-Committee rebrrets the failure of the London Conference (May 18th to 23rd 
1931) to Kecure a broad international agreement, on a world basis between the Europea~ 
and the (JVersea wheat-exporting countries ; it expresses the hope th~t the efforts to conclude 
an agrf*ment will be continued energetically. 
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2. TREATIES CONTAINING PREFERENTIAL CLAUSES . 

.Attempts have also been made to establish bilateral convention agreements for Customs 
preference fm p~rc~ases of grain f~om certain Central and Eastern European countries. 
. The Co-ordmatwn Sub-Co~rmttee notes in this connection that the Cereals Committee 

(m ;pursuance of the concluswns of the Second Conference for Concerted Economic 
.Act10n) has put forward certain conditions, precautions and rules for ensuring that these 
agreements have th~ c~aracter th~y must retain- that is to say, that they have the character 
of temporary and lirmted exceptwns to the most-favoured-nation clause and do not form 
a new and permanent system which would be capable of further develdpment and might 
eventually supersede the old one. · 

The Sub-Commi.ttee ~hin~s tha~ the Commission of Enquiry might recommend that 
thes~ 1;111es be complied With, mcludmg those relating to the sanction of third parties and 
publimty. 

The Sub-Committee, having examined the preferential arrangements laid down in the 
Garman-Roumanian Commercial .Agreement of June 27th, 1931 (.Annex 7) and the German
Hungarian Commercial .Agreement of July 18th, 1931 (.Annex 8), exp;esses the opinion 
that these arrangements are in keeping with the principles laid down at the Second 
International Conference for Concerted Economic .Action on November 28th 1930 and 
that they fulfil the conditions laid down in the report of the Committee td Study the 
Problem of the Export of Future Harvest Surpluses of Cereals, subject to the consent of 
the other countries interested. 

The Sub-Committee points out that the action taken in the agricultural sphere has been 
rounded off by the institution of an international mortgage credit. It has learnt with 
satisfaction of the progress made by the Organising Committee appointed by the Council. 
It recommends that the third and last step in the foundation of the Institute be taken 
without delay. 

The Sub-Committee is of opinion that the Cereals Committee could still do useful 
work by examining the most suitable measures for remedying the situation. .At its next 
session, the Commission of Enquiry might perhaps summon a further meeting of the Cereals 
Committee. 

3. REQUEST FOR THE EXTENSION OF PREFERENCE TO .AGRICULTURAL PRODUCTS OTHER 
THAN GRAIN. 

The Co-ordination Sub-Committee examined a memorandum by the Greek Government 
(.Annex 9) on the extension of special facilities to agricultural products other than grain. 
The ideas set forth in the memorandum~were supported by a number of delegations which 
also asked for the extension of the system to other products. 

The Sub-Committee considered that this question should continue to be studied by a 
special committee like the Cereals Committee. The Commission of Enquiry for European 
Union expects to be informed of any bilateral agreements, similar to those already concluded 
on the subject of cereals, that may be concluded in the meantime. 

4. TRADE IN STOCK-BREEDING PRODUCTS (.Annex 10). 

The Co-ordination Sub-Committee heard a statement by the Chairman of the Economic 
Committee of the League on the position of the work being done for the improvement of the 
trade in stock-breeding products and raw materials of animal origin used for industrial 
purposes. It noted that three draft veterihary conventions prepared by the Economic 
Committee in consultation with qualified experts have already been communicated to 
Governments for their observations, with a view to a future international diplomatic 
conference on the three drafts. 

Inasmuch as these drafts are not concerned with the paramount question of the export 
and import of animals and meat, the Polish and Czechoslovak delegates, supported by other 
delegates, made proposals for th~ work in progres.s for the introduction of .a liberal regime, 
as regards the trade in and trans1t of stock-breedmg products to be expedited, and for the 
Economic Committee of the League of Nations to be requested to prepare a preliminary 
draft international convention on the import and export of animals, meat and other products 
of animal origin. 

IV. UNEMPLOYMENT. 

The problems connected with labour, which have bec?me exception~lly acute ~wing 
to the severe unemployment crisis, were taken up and exarmned by the varwus Cl•mrmttees 
with special care. · 

1. The Co-ordination Sub-Committee considers that the Commission of Enquiry 
should approve the proposals concerning international placing and, in pa;ticular, those 
for the summoning of a technical conference, to meet upon the terms and With the agenda 
suggested. 

2. The Sub-Committee firmly believes that the e~ecution of public works of common 
interest might be very valuable to European co-operatwn, and therefore propo~es that the 
conclusions as to public works put forward by the Unemployment and Credtt Problems 
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· d d that the examination of any schemes submitted by Governments 
i~~1~1~11£!~~~e:rl~~~oens ~ undert1-.ke~ by the ~on~mittee of Enquiry ~e~i:i!~;et~~~:alO~= 
bY the Cunununications and Transit Orgamsatwn. The h~tter o . . 
l"~llnpleted bv the addition of representatiws of the Internatwnal Labour OffiCe and, If 

· " . oi the competent or<~ans of the Lca"ue. . · 
nete~~~~id the execution of the public workseoin question require fin.anmal suppo~·t fr~m 
the League, the conclusions of the Committee of Enquiry would be submitted to the Fma.nmal 

Committee. . ld b k . f • d f the pro<~ress The Commission of Enquiry for European Umon wou e epG Ill OI me o ,. 
of this work. 

3 The Sub-Committee has taken note of the suggestions made by the Internatio~al 
Instit~te of .Agrieulture with a ,;ew to the co-operation of. the various factors of produc.twn 
for the exploitation of territories not utilised. It agrees Wlth the Unemployment C?mnuttee 
that these suggestions must inevitably, sooner or later, exceed th.e E~ropean. horizon, and 
Jlroposes that the League Council should subluit ~hem for exanunatwn by 1ts competent 
organs, in concert with the Unemployment Comllllttee. 

V. P.ACT OF ECONOMIC NON-.AGGRESSION. 

The Co-ordination Sub-Comluittee discussed the draft Pact of Econoluic Non-Aggression 
presented by the delegation of the Union of Soviet Socialist Republics. It recommends 
to the Commission that the Pact be studied in greater detail. 

The deleuation of the Union of Soviet Socialist Republics suggested that, if no immediate 
decision could. be reached, this study should be entrusted to a special committee to be 
appointed by the Commission of Enquiry. 

VI. LIAISON WITH THE LE.AGUE ADVISORY ORG.ANIS.ATIONS. 

The Co-ordination Sub-Comluittee expresses the opinion that the examination and 
study which may be referred to the League's permanent advisory bodies, and to which 
reference is made in this report, should be pursued in liaison with the Commission of Enquiry. 
The liaison should be established through a member of that special committee of the 
Cnmmission of Enquiry which has studied the question with which the permanent technical 
organisation is called upon to deal. 

VII. CONCLUSIONS. 

The wealth and abundance of the material investigated by the Co-ordination Sub
Committee will be clear from the foregoing. 

There are, however, in this wealth of material, certain major guiding ideas which 
the Sub-Committee would, in conclusion, like to emphasise. 

The first of these is that the psychological factor dominates the economic crisis 
affecting most nations to-day, and it is for politicians, above all, to influence men's minds 
by spreading through the world, by their actions, a general feeling of confidence. 

The second idea is that there is no one miraculous prescription capable of restoring 
ec(Jnomic equilihrium in a few monthR, nor is there any single strict theory which can be 
recommended 3/! capable, in itself, of leading to success. It would rather appear to be 
necessary. to discard every preconceived opinion, to be guided by experience, and to seek 
for remedies wherever there seems to be a chance of finding them . 

.All the efforts and attemJJts referred to in this report will be effective if they a!'e 
l'emJeated by a Hpirit of co-operation, association and mutual aid. 

It should ~ot b.e. forg_otten that, by virtue of its scale and its general character, the 
pres~nt ~conon_uc CflRU! ra1~~s new problems, to the proportions and complexity of which 
r~en 8 nund.s Wlll have to adjust themselves. If they do so unreservedly, each cpntributing 
b1s due share to the common task, hope and eonfidence will take the Jllace of anxiety and 
doubt. 

Appendix. 

LHT Of' DocT.\IE:oiTH IH:BmTTIW TO TJJJo: ECONO)!IC CO-ORDINATION Sun-COMMI'l'TF.I~ 
YOR EXUIINA'I'ION (AI"GVST 3H!'l', 1931). 

1. l!cJHllt or tlJe Huh-Committee of El~onornic EXJit<rts. 
lJt,cn rrwnt C.li1 O.l'r1.2Hi.I93J. VII. 

2. I!I'JH•I't ''' the Credit Prohlcms Committee. 
lJtWIIIriNJt C.li04.M.2IJ .1 !J31. VII. 
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3. Memor~ndum by the Pre.sident of t~e I!lternational Institute of Agriculture on the 
CreatiOn of an InternatiOnal Orgamsatwn for Short-term Agricultural Credits. 
Document C.501.M.209.193I.VII. 

4. Report of the Committee to study the Problem of the Export of Future Harvest 
Surpluses of Cereals. 
Document C.430.l\L179.193I.VII. 

5. Co~munications fr~m the German and Roumanian Governments regarding Preferen
tial Cust_oms D~ties for the Import into Germany of Barley for Fodder and of 
Roumaruan Maize. 
Document C.503.M.210.193I.VII. 

6. Co~munications from the German and Hungarian Governments regarding a Preferen
tial Customs Duty for Wheat of Hungarian Origin when imported into Germany. 
Document C.507.M.213.193I.VII. 

7. Extension of the Special Facilities to Agricultural Products other than Cereals: 
Communication from the Greek Government. · 
Document C.486.M.207 .193I.VII. 

8. Conclusions of the Economic Committee on the Problem of the Trade in and Transit 
of Farm Products of Animal Origin. 
Extract from Document C.427 .M.177 .193I.II.B. 

9. Report of the Committee on Unemployment. 
Document C.437.M.184.193I.VII. 

10. Draft Pact of Economic Non-Aggression submitted by the Government of the 
Union of Soviet Socialist Republics. 
Document C.354.M.153.1931. VII. 

Ofjioial No. : C.510.lf.215.1931.VII. 
[C.E.U.E.50.) 

ANNEX 2. 

REPORT OF THE SUB-COMMITTEE OF ECONOMIC EXPERTS.~ 

LETTER FROM THE PRESIDENT OF THE SUB-COliWITTEE OF ECONOl\IIC EXPERTS 

TO THE PRESIDENT OF THE CO-ORDINATION SUB-COJ\WITTEE ON ECONOMIC QUESTIONS. 

Geneva, August 29th, 1931. 

In transmitting to you the attached report of the Sub-Committee of Economic Experts, 
I have the honour to inform you that all. its members are anxious that the economic 
rapprochement, which they hope to establish between the countries of Europe, far from 
proving harmful to the economic relations existing between Europe and the other parts 
of the world will, on the contrary, have the effect of intensifying those relations and 
rendering them closer and m?re benefici~ to both sides. . 

The Sub-Committee considers that It would undoubtedly be advantageous if, as 
soon as the form and purpose of the plans in contemplation, with a view to brin~g about 
this rapprochement, have suf~ciently take~ shape, an· oppor~unity may be proVIded for 
a full examination of the possible repercussiOns and effects, which such plans might produce 
on the interests of non-European States ... 

I The Sub-Committee waa composed aa followa : 

Pr .. itl<lm: M. Leonard us TRil' (Netherlands). 

B•!gium: 
British Empire : 
C•eclw•lorokia : 
J'rance: 
Gtrrmany: 
Italy: 
}.' ethcr!andl : 
Poland: 
Su•edon: 
Union of SotJi~ Sooialisl 

Republic•: 

His Excellency M. Emile FRANCQUI. 
Sir Walter LAYTON. 
M. Jan DVORACEK. 
M. Rene DUCHEMIN. 
M. Clem81lB LAMMERS. 
His Exoellency 1\[. Giuseppe DE MICIIKLIA. 
M. Leonl\rdus TruP. 
Dr. Paul MtNKOWSKI. 
M. Bjorn PRYTZ. 

Professor Eugene PRBOBRAJBNSJti. 

(Signed) TRIP. 
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INTRODUCTION. 

In accordance with the resolutions on economic questions adopted o~ May 28th, 
1931 by the Committee of Enquiry for Ew·opean Union, we were appomted ~y our 
Gov~nments to examine in complete freedom and in a spirit of liberal. understanding .all 
means which miuht seem calculated to bring about closer and more p~of1~able co-operat~on 
betw~n the different countries with a view to improving the orgamsat10n of production 
and trade. h. lit" 1 Our Committee approached its task with a desire to avoid any incursion into t e po wa 
sphere and to limit its study entirely to strictly economic problems. . 

1n examining the causes of the crisis and its evolution, however, it was struck by the 
prinlary importance of the part played by the factor of confidence in aggravating the world 
situation. 

The growing international distrust is accentuating the effects of the crisis, ~ncreas~ng 
the obstacles to the normal circulation of capital and obstructing to an ever-mcreasmg 
extent the whole mechanism of international trade. 

Lack of confidence not only entails stagnation of capital, reluctance to lend abroad, and 
refusal to enter into long-term undertakings, but also tends to paralyse and retard all forms 
and phases of economic life. 

The result is a flagging of the spirit of enterprise, the postponement of programmes 
already decided upon, the abandonment of the search for new markets, the limitation of 
the purchase of raw materials to daily requirements, and the dismissal of workers. · 

Lack of confidence is revealed not in what is done, but in what is left undone. Excessive 
caution has taken the place of productive activity, stagnation that of progress. 

No doubt many other reasons lie at the root of the crisis, and mistakes have been made; 
but it is the psychological condition just described which tends to maintain and prolong it. 

It is for the Governments, supported by public opinion, to make efforts to achieve 
closer co-operation and mutual support in order to restore a better state of affairs. 

Such an attempt, by removing disturbing elements, will help to revive trade and 
promote the resumption of financial and economic operations on a large scale. 

We fully realise, however, that a return of confidence would not in itself be enough to 
bring about any substantial measure of recovery. 

There would still remain a large number of problems arising out of the collapse in the 
prices of raw materials, the difficulty of adjusting the levels of prices under existing 
cirCUlllStances, the disequilibrium between production and consumption, the necessary 
reduction of costs and the excessive increase in public expenditure. 

Some of these problems lie outside our competence, while others can only partially be 
influenced by European co-operation. 

Even if normal conditions return, however, the question will still remain whether 
the peculiar weakness of the economic structure of Europe is not largely due to its division 
into a large number of units. 

We are unanimously of opinion that there is no prospect of improving the economic 
situ!ltion of the world, and of Europe in particular, without a freer circulation of goods, 
capital and labour. Very great efforts have undoubtedly been made in this direction by 
the League of Nations- particularly since the World Economic Conference of 1927. 
It is possible, however, that these efforts, in giving chief prominence to the estab"lishment 
of greater freedom in the circulation of goods, may not have taken sufficient account of 
the connection which should exist between this question and that of the circulation of 
capital and labour. In any case, we are compelled to admit that the League's efforts in 
this sphere have so far led to very inadequate results. 

· This failure is due not to lack of good-will on the part of the Governments but 
prinlarily to the numerous and increasing difficulties which several countries 'have 
encountered and are still encountering as a result of the war and the world depression. 

Hence we have considered wh!lther by a new conception of European co-operation 
and by a concerted modification of the economic relations existing between the countries 
of that continent, it would not be possible to bring about a new state of affairs which would 
promote both economic development and lasting peace in Europe. 

AJ:J.r effo~ in this directi_on must. clearly be .based on a spirit of loyal co-operation and 
the. laymg astde of any feeling of distrust whwh might hinder the achievement of the 
desrred goal. 

••• 

. We h~ve therefore devoted the greater part of our report to the important problem 
of mternatwnal trade. We have also conl!idered that the organisation of production as 
Yell ought .to be studied, not on~y as ~n independent problem but also as a possible means 
of promotmg a closer economic umon. Lastly, we have had before us an interesting 
propo11al n:tade by M. Francqui on the subject of long- and medium-term credits the full 
text of whtch la annexed to the present report. ' 
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We recognise that we have only ~ouched in a very general way on the grave and difficult 
problems of to-day. We do not think, however, that we are called upon to give a full 
accoun~ of the causes and evolution of the crisis. The Eleventh Assembly of the League 
of Nations expressl! entrusted that. task to its Economic and Financial Organisation 
and to the lnternat!onal Labour Office. Our task was thus confined to an examination 
of the ~eans by which a better and closer co-operation between European countries could 

· be achieved. 

PART I. -COMMERCIAL POLICY. 

CHAPTER I. 

Prior to 1914, the economic policy of the various countries reflected their various 
situations, as these had developed through a long process of evolution. 

The war, the abnormal economic position to which it gave rise and the crisis which 
is at present developing, have accentuated the differences between the economic tendencies 
of different countries. To approach the problem from a purely theoretical point of view 
could only lead to pronounced differences of opinion. The Committee has, therefore, 
ignored theoretical considerations, and proposes to consider the present situation from 
a strictly objective point of view. 

The conclusions to which its discussions have led are set out below. 
The multiplicity of Customs tariffs, resulting from the division of Europe into a large 

number of separate economic units, is in part responsible for a duplication of productive 
capacity, and an over-production of many commodities. This state of affairs is out of 
harmony with the growth in facilities for communication and intercourse, and with 
advances in industrial method which need an enlargement in the scale of production. 

Obstacles to the free circulation of goods are moreover an impediment to the discharge 
of the interest on investments - some of them unwisely conceived from the economic 
point of view in post-war years -which have been made by European as well as by 
non·European countries. There is a certain normal relation between the movement 
of goods and the movement of capital. If that relation is not maintained, then, sooner 
or later, economic disequilibrium will result. 

These conditions have hampered the natural evolution of the economic life of the 
most densely populated continent in the world. In spite of the obstacles to trade, the actual 
volume of international trade in Europe itself had by 1929 succeeded in reaching and even in 
passing the pre-war level. But this result at the end of fifteen years is a very modest 
achievement indeed compared to the rapid progress that was being made before the war, 
when the volume of international trade multiplied itself fourfold in forty years. Material 
well-being cannot make rapid progress in such conditions. The advantages of scientific 
achievement can only be applied in a limited degree, and a continent which so dismembers 
its economic life condemns itself to a very limited rate of progress. 

Nevertheless, although the World Economic Conference of 1927 pointed out the 
disadvantages of this condition of affairs, there has been no marked improvement. That 
Conference did, it is true, have the effect of checking some of the tendencies towards 
increased protection, and it can be claimed for that and subsequent efforts of the League of 
Nations that the countries of Europe have paid more heed during the last few years to 
the possible effects j.lll other countries of changes in their commerci~l policy. Alth?~gh 
certain of the agreements drawn up at Geneva- notably the Convention for the AbolitiOn 
of Prohibitions and the Commercial Convention- have not been generally applied, many 
countries have in practice endeavoured to act in conformity with the principles of those 
conventions. The conclusion of a number of commercial t·reaties, based on the most
favoured-nation clause, has also led to some reduction of existing tariffs. Latterly, however, 
the general crisis has induced several countrie~ to int~o~uce special mea~~es. of a 
protectionist character (increases of Customs duties, subSldies, compulsory utilisation of 
home products, etc.). 

The reasons why so little has been done to permit a freer development of Europe's 
economic life are partly economic and partly political. vye have already commented, in the 
introduction to this Report, on the effects of lack of confidence, and we can only repeat here 
that the economic development of which Europe stands so much in need is dependent upon 
an assurance of lasting peace; in the absence of this assurance the nations are not content 
to become dependent upon one another for food, raw materials, or the basic products of 
industry. 

Nor are they ready to run the risk of a violent disturbance. of their _indu~trial or 
agricultural structure, and that has naturally prev~nted t~~ reduction of tariffs, Slnce ~he 
schemes previously studied at Geneva. made no specml proVIBlOn for gradual change, hanng 
regard to the existing economic structure and to established interests. 
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ibly another reason why the policy advocated by the .1927 Conferenc~ has met 
onl:r with limitE'<l success is that there has not always been a clear .conceptiOn of the 
ultimate goal. In the absence of such a conception to act as a gmde as well. as an 
encoura!!ement. tariff reduction, whether by general agreement or by means of bilateral 
tl't"aties,""appeared in the light of a bargaining. ar~angement and not of a step towards a new 
and better system of international econonuc life. . . 

The circumstances of our appointment compelled. us to envisage ~he fut~e .econonuc 
organisation of Europe and to formull!'te proposals de~1gne~ to hasten 1ts realisatiOn.. Our 
terms of reference imply that our obJect must be pnmarily a European one, and mde~d . 
enn if that were not so it would be natural, in .fralning. a program~e of cl?ser econo~uc 
union, to begin with the .co~ntries of ~urope, smce .their com~erCial rel~t10ns one ":lth 
another are already very mtlmate and smce a very high proportiOn of therr trade conslSts 
of exchange among themselves. 

The advantages of an enlarged e~onoini? unit ar~ obvi?us; If fu~ advantage is to. be 
taken of the continual progress of mdustrial techmque, It IS essentml that production 
should be specialised, and that larger industrial units should be created. Consequently, 
wider and more assured markets - the essential basis of any remunerative activity 
-are constantly demanded by manufacturers at every stage of production. It is only 
by the extension of these market.s tha~ produc~ion can be increased and the ge.neralstandard 
of lirina- which is now far too low m certam parts of Europe- can be l"aised. 

A ;reat part of our present industrial difficulties is adlnittedly due to the stagnation 
of capital. Any advance towards a common econolnic policy could not fail to secure 
greater freedom of movement for capital, inasmuch as some countries have a surplus of 
financial resources, while others have a deficiency. 

The l't"Sult of such a rapprochement, and, indeed, one of its advantages, would be that 
commercial interdependence and the specialisation of production (industry and agriculture) 
based on the aptitudes of different countries would be much more pronounced than at 
present. In fact, any trade always implies some measure of interdependence, and must 
be founded on specialisation. This inevitable tendency would be accentuated by such 
a development. . 

T"M "Uim.are goal m-ust be the wulest possible collaboration of the nations of Europe in 
tile 1en.se of making Europe a single m-arket for the products of any and every country in it. 

CHAPTER II. 

The Comlnittee is not blind to the great difficulties which stand in the way of the 
rapid accomplishment of any scheme of European union. It is therefore necessary to 
consider by what practical means any rapprochement among the countries of Europe in the 
econolnic field Inight be advanced. 

For the validation of this object tariff negotiations are always of great importance. 
These, however, are not enough in themselves, and we must therefore examine with an open 
mind all the methods which, while respecting the legitimate interests of every nation, 
would allow of progl't"ss towarda European union. · 

Regarding these rapprochements purely from the econolnic point of view, which is the 
only _o?Ie compatible with our terms of reference, they should be subject to the following 
conditions : 

(a) The groups of countries which they affect should be such as to ensm·e that 
they are in conforlnity with the general interest and contribute to the general 
progress of Europe ; · 

(b) They must not injure the interest of other countries, but must, on the contrary, 
tend to encourage econolnic intercourse with them ; 

(c) They must aa far as possible include the free movement of individuals, goods 
and capital, and indeed all forms of econolnic activity, so that a fair balance may be 
established between sacrifices and advantages ; 

(d) If they lead to treaties or agreements different from the ordinary commercial 
treaties: 

(1). Th~se mus.t be open to ~ccession by all countries prepared to conform to 
the ohligatiOnll which such treaties or agreements entail; 

(2) They must provide for the granting of the stipulated advantages to 
non-signatory countries which accord equivalent advantages, whether by treaty 
or by virtue of their own autonomous policy. 

We dC? not in any way wish to modify the general basis of the most-favoured-nation 
dau~~e, ~rh1ch must remain the essential safeguard of normal commercial relations between 
the natwllll . 
. . If a~y of th~ agr~ments which we contemplate should in any way affect the rights 

•hu:h thl!d part1e11 enJoy under that clause, such agreements cannot of course come into 
f•m~ until ~n understanding hall been reached with these non-contracting parties. 
, W~ th_n~k, however, th.at cases may arise !n which European or non-European 
CIJUntne~~ 11bu:h are not parties to the agreements m question may, without prejudice to 
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their indivi~ua! interests, be willing to agree to some modification of their rights in view 
of the benefits ~kely to accrue to the world in general from the growing prosperity of Europe 
as a whol~ which such agree~ents are designed to promote. 

In thiS chapter the Comrmttee has had in view all possible forms of rapprochement. 
In the attempt to reach an economic rapprochement it is possible that Customs unions may 
be contemplated. Any such unions -which must of course comply with the conditions 
enumerated above-would, in their initiation and by their character and their extent be 
designed to enlarge markets, to increase the volume of trade and aradually to bring ab'out 
general tariff disarmament. "' 

CHAPTER Ill. 

The establishment of closer economic relations would indeed be a backward step il it 
sel'iously affected the trade of third parties. Some diversion of trade is to be expected on 
the conclusion of any economic agreements, but the disturbance would be more serious il 
it involved any intensification of protectionist measures. It is essential, il this peril 
is to be avoided, that these economic agreements should initiate a movement for the 
reduction of tariff barriers generally. 

Moreover, such agreements should as far as possible be of a permanent character. The 
shortness of the period for which existing commercial treaties are commonly concluded is 
one of the main causes of the economic uneasiness of Europe. States which enter into close 
relations of the kind we are envisaging would no longer need to readjust their commercial 
relations by frequent negotiations. This would serve to stabilise their relations with other 
countries, whereas to-day those relations are affected by the manifold changes brought 
about in the commercial relations of the countries concerned. If, in addition to this, the 
countries making the rapprochements were prepared, as a result of the new stability in their 
economic relationships, to conclude commercial treaties of long duration with other nations, 
this would be a real step forward for Europe. 

In this new atmosphere, international labour conventions would encounter fewer 
difficulties and their extension would, in its turn, by the reduction of differences in standards 
of living, permit of further progress in international co-operation and a more rational 
utilisation of human energy. Certain technical work which the Economic Committee has 
accomplished with a view to facilitating such rapprochements, particularly in connection 
with unification of Customs nomenclature, will have a similar result. 

Closer economic relations between nations would, moreover, offer positive advantages 
to other countries, including extra-European countries, and in particular to those which 
are producers of raw material, in consequence of the increased economic activity which 
would result from them. 

CHAPTER IV. 

If economic understandings of the kind we have been considering should at any time 
take the form of Customs unions, they would only achieve the desired results if they too 
take account of the situation of countries which are not prepared to participate. There 
are some countries which may not be prepared for some time to throw open their markets 
to the participating countries, or to reduce their tariffs to a common level ; there are others 
which may be unwilling to do so either because of their special relations with countries 
outside Europe or because of the low level of their tariffs. 

As regards the first class, the improvement of trading relations must be sought (a) by 
an extension and improvement of the present system of commercial treaties ; (b) by the 
conclusion of general agreements for preventing the increase of trade barriers, such as the 
Commercial Convention of March 24th, 1930. It is possible that the wider scope of such 
treaties would afford greater reciprocal advantages than under the present regime, which 
makes it necessary to conclude separate agreements with a large number of separate States. 
· As regards the second group of countries, it is neither equitable nor is it in the interests 

of Europe as a whole that, because of their liberal commercial policy, they should be denied 
the possibility of forming part of and thereby enlarging the scope of the European market. 
Nor is it in the interest of the other continents that they should not be admitted to form part 
of a European unit unless they increase the protection of their own market against third 
parties; for, clearly, the present liberal policy of such countries may serve as a basis upon 
which greater freedom for international commerce throughout the world as a whole could 
be built. It is desirable, therefore, that any European group or nation which is willing 
to extend the freedom of its market by the inclusion of free-trade or low-tariff countries 
should be permitted to .do so, subject to agreement in regard to the fiscal duties of the 
parties concerned. . . 

It should be added that the beneficial effects of any action in the sense rndic1•ted in 
the preceding pages will necessarily be limited, unl~ss there is a tendency towards a more 
liberal commercial policy on the part of other eount~1es through?ut the .world. . . 

If certain countrit-s continue to pursue a pohcy of ever-mcreasmg protect10n while 
others are moving in the opp~site ~irection, it must inevitably ~e1td .to t~H~ disorgnnisat~on 
of production, increase the dispanty between the l~vels .of .PriCes 11!- d~ferent. ~ou1_1tru~s, 
and greatly complicate the task of those whose busmess 1t IS to ma.mtam stab1hty m the 
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d credit System of the world · and finally it will make it more difficult than 
monetary an ' 0 1 · · · t ot d · ·t 0 1 hitherto to maintain the most-favoured-natlOi!- C ause In ItS lll ~grl "f an. lll I S UWVersa 
form between systems which accord to internatiOnal trade a growmg dispanty of treatmeont. 

In conclusion, the Committee strongly urges that, apart altogeth:er from the P!eceding
. surmestions designed to initiate a movementotoward~ close~ econol!llc understand1~gs, the 
m:~ures recommended in the Co~mer~ial Convention, Wloth a VIew to preventmg any 
further aggravation of the present Sltuatwn, should be put mto force. 

PART II. -REPORT ON INDUSTRIAL AGREEMENTS. 
I 

In the first place, the Committee d~sires to call the attention of the ~ommissoion of 
Enquiry for European Union to the rmportant report on ~he ~conormc functwn ?f 
international industrial agreements, drawn up under the directiOn of the Economw 
Committee by a group of men specially qualified to deal with this problem. The report, 
which is about to be published, will contribute largely to enlighten public opinion on the 
various aspects of a problem of which too little is as yet known, and on which, consequently, 
judgments are not always formed with all the knowledge and impartiality that might be 
desired. 

The Committee considers that international industrial agreements may, in certain cases 
and under certain conditions, play a useful role and that, though their scope is not unlilnited, 
the ext~on of industrial agreements may result in an improvement of the organisation 
of production in Europe. 

Industrial agreements may have the following advantages : 

{a) A better adjustment of production to consumption; 
(b) The stabilisation, to some degree, of sale prices ; . 
(c) The diminution of risks ; 
{d) The reductions of costs, whereby new sources of consumption maybe tapped; 
(e) The centralisation of useful information; 
(f) Greater stability in the employment of and the wages paid to labour. 

There should be no artificial encouragement afforded to the creation of international 
industrial combines, which should be the outcome of econolnic conditions alone and the 
spontaneous initiative of manufacturers. Neither the formation nor the operation of 
combines should be influenced by any governmental action aimed at using them as an 
instrument of pressure in the field of commercial policy. Their development should be 
in harmony with the treaty policy of the various countries so as not to hamper the steps 
taken to promote international co-operation. 

Generally speaking, the advantages of combines will be the more obvious and their 
disadvantages the less forlnidable in proportion as the steps taken by the States towards 
co-operation in the sphere of tariffs, commercial treaties and agreements, the distribution 
of raw materials, capital and labour prove more effective. ' 

It should, however, be remarked that if industrial combines should go too far in raising 
prices -for example, by abnonnally restricting output - the consequences would be 
dangerous for unorganised industries, for the countries which lack certain raw materials 
and for the combines themselves. Abuses certainly may lead to the rapid disappearance 
of combines, but not before they have had disastrous effects on the consulning industries. 

It is the duty of individual States to take the necessary steps in their own territory to 
prevent such abuses. 

The Comlnittee also desires to point out that, in the general interest and in the 
interests of the combines themselves, wide publicity should be given to their objects 
and status. 

The Committee further considers that any combines formed should be sufficiently 
adaptable to avoid permanently crystallising the existing conditions of manufacture iri 
the var_ious countries, and to give the economic life of various countries legitimate scope for 
expansiOn. 

It is of opinion, however, that in the present world economic situation increases of 
output should be contemplated with the utmost caution. 

lioreover, the combines should devote attention to the possible effects of the financial 
problem on their operation, inasmuch as both their stability and their influence on the 
organisation of .production may freque~tly depend on the poossession of adequate funds. 

0 
T;he Committee would also emphasise the fact that combmes which pursue a policy of 

thl!' kind may lead to a community of interests favourable to the realisation of European 
UniOn. . . 

Community of interests, whatever their origin or their form, tend to create a favourable 
atmoHphere for· commercial negotiations and to bring about that reconciliation for which 
the public in all countries is so eager. 
. I~ CO';JcluHion, the Committee would be glad if the J.eague of Nations could continue its 
mve~~t1gatwns and enquiries into the prinripal industrial problems. 
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PART III. - LONG AND MEDIUM-TERM CREDITS . 

. . The financial problem has played a highly important part in the development of the world 
cn~Is. We h~v~ not, however, h!l'd the opportuni~y fully to study all aspects of this problem, 
which would m 1tself have occup1ed us for a long trme. We therefore must confine ourselves 
to one or two very general observations . 

. ~he first is that it is of fu~damental importance in the present circumstances to maintain 
stability between the currencies of the various nations of the world-a task which demands 
in special degree co-operation between the nations. We welcome the evidence of the last 
three months that this co-operation is being progressively realised. · 

Our second comment is that the turn. of the tide of economic depression must be 
accompanied by the resumption of the flow of capital in its normal volume. One of the 
most striking evidences of the crisis is the fact that owing to the lack of confidence the 
international export of long-term capital for productive purposes has practically ceased. The 
result is that productive enterprises, which might in other circumstances have been launched 
have not been undertaken, with a consequent diminution of the demand for industrial and 
other products. If the process of investment could be resumed, trade would be stimulated 
and the present depression lightened. 

We therefore endorse the opinion expressed by the French Government in its memoran
dum to the Commission of Enquiry for European Union, in which it is stated that "a 
movement of capital from countries having credit balances to markets showing a deficit 
is an essential preliminary condition of European reconstruction." 

The removal of the causes of distrust to which we have repeatedly drawn attention 
is the most important factor which will stimulate this renewed investment, and the Commit
tee is of opinion that in present circumstances these normal channels may be effectively 
supplemented by various methods of international co-operation. . · 

We noted that an International Agricultural Mortgage Credit Company would shortly 
be set up under the auspices of the League of Nations and on the basis of the recently signed 
International Convention. This would enable European agriculturists to obtain the capital 
they urgently need at a cheaper rate. Moreover, under the auspices of the International 
Institute of Agriculture, the constitution of an international institution for the organisation 
of agricultural credit is in preparation. 

These measures may have very beneficial results in their particular sphere on 
commercial and industrial exchanges, but they leave untouched the general sphere of 
industry. 

In this sphere we have taken up as being a suitable. means of reviving trade the 
suggestion made by our colleague M. Francqui, Minister of State, to set up a new institution 
which would be an intermediary between the lending and borrowing markets and the 
machinery of which is described in M. Francqui's note attached to the present report. 

The object of this institution would be to carry out all financial and banking transactions 
necessitating co-operation between the financial establishments of the different markets 
with a view to reviving trade. It would grant long and medium-term credits (excluding all 
loans which States desired to obtain by public issue) and in general would undertake 
financial transactions of any description likely to restore economic equilibrium, including 
transactions connected with the execution of important works. 

We would add that, in order to ensure the smooth working of the machinery of credits, 
the Bank for International Settlements should remain in constant touch with this 
institution and · all other existing or future international organisations having similar 
objects. Such co-operation, which would leave the various organisations independent, 
seems indispensable for the achievement of the work of general interest which these 
organisations propose to accomplish. 

We propose that the Commission of Enquiry for European Union should ask a suitable 
organ to carry out a complete technical stu~y of }f. Fra~cqui's draft, with which the .Bank 
for International Settlements and the Comnnttee on Credit Problems are already acquamted. 

Appendix. 

[Translation.] · 

NOTE BY M. FRA.NCQUI1 DELEGATE OF BELGIUM, ON IMMEDIATE PRACTICAL METHODS 

OF ALLEVIATING THE ECONOMIC POSITION IN EUROPE. 

As has been said many times here and elsewhere, Europe is in a very serious position. 
So serious is it that, if a remedy is not rapidly ~ound, the worst may be feared. . In spite 
of this the world has not yet discovered a practical means whereby all the countnes could 
collab~rate frankly and loyally to ~a':e Europe, and ~cident.ally ~he whole world, from 
disaster even in spheres where their mterests are obviously Identical. A remedy must, 
howeve;, be promptly found which will give immediate results, even though these rt>sults 
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re rt..drided in tMI early stages, as the important thing is to restore confidence . ~ert~,in 
a 1 t the hl'ad of the business world have come to believe that the present difficulties 
!~:::~o~ abe solYl'd. Gradually, people are coming to resign them~elves to the pr~sent 
diffi<'ultil's 'Without attempting to overcome them, a~ the~ are convmced that ~here Is no 
hope. This is the most serious aspect of the questiOn, smce, so long as ~here IS no ~p.ark 
of hope and Sl'l'pticism and mistrust hold the day, no plans for remedymg the positl~n, 
howl'Yl'r admirable can succeed. All countries must jointly and without ~elay devise 
a feasible plan bas~d on a ge!lerous conception of solidarity and ·co-operatiOn. Indeed 
thl'ir salYation dt'pends on this. 

• • • 

From our particular point of view - that is. to say, that of production. and_ trade -
the present position may be summed up by saY_IDg that the world de_PressiOn. Is. ~ue. to 
the existl'nce of a formidable machinery of productiOn, the markets for which '!'re dmurushing 
as a result of the extreme nationalist policy pursued by many countnes, who have 
l'ndl'aYoured by means of Customs measures, to keep the whole of their pro.duction for 
their own m~rkets and also to the elimination of certain large markets (which used to 
constitute the pr~cipal outlet for industrial production), owing to the fall in their 
purchasing powl'r. 

The remedil'B are obvious : 

(a} Regulation of production and organisation of industry on international 
lines by means of combines and agreements ; 

(b) Increase of the large European market by means of the lowering of Customs 
barriers; 

(c) Joint attempts to strengthen, by means of long-term credits, the purchasing 
power of countries which, if their purchasing power were greater, would be able to 
exploit their natural resources and thus stimulate trade. 

This idea is strikingly expressed in the French plan. The French Government states 
in its memorandum that it is important to work for the fulfilment of the measures of financial 
eo-operation without which no plan of European reconstr1tction can be effectively carried out. 
A nwt:emnil of capital from countries having credit balance to markets showing a deficit is, 
it adds, an essential preliminary condition of such recon.~truction . 

.Aa regards (a), the French plan warmly advocates "strengthening existing combines", 
"extending their field of action" and "setti.ng new ones on foot" as a real remedy for the 
present depression. There can be no doubt that the concluRion of loyal agreement,& hy 
those concerned, 'With a view to the reasonable adaptation of production to demand and the 
equitable distribution of markets, is to be recommended in certain condUions. 

But the setting up of such groups will take time, and the French suggestion can hardly 
be regarded as an immediately practical method of improving the position. 

The question under (b)-that of the adjustment of Customs tariffs-deserves special 
attention. 

Xevertheless, we cannot hope for tangible· result~ for some time, however diligently 
those concerned aprJly themselves to their task. What i11 needed are immeifiate results. 

. I now <'orne to (c)-that is to say, to the problem of credit as a method of reviving 
JntenuctW1!al trwle. In our view, this is the best means of finding practical solutions 
calculated to yield tangihle results u:ithin a relatitel1 ahm-t time. 

• • • 

A few preliminary remarks should be made. 

The conr,iderable movements of exports from Europe to oversea, as well as toN ear-Eastern 
(>r f~rtain oth~r European countries, were due in t~e past, to a parallel movement of capital. 
Tl~e loam1 wh~eh Europe grantC(l to these countnes were mostly for the construction of 
r:ulwa~"· barhourK, roa.dH, ete.- that is to say, for the economic equipment which those 
countnc11 nE*-tlCfl fr,r the exploitation of their natural wealth. These loans, while brin"'ing 
Jar~~ Mdcn to tbe industrial countrie11, stimulated the economic activity, thus makii~g it 
J.ooM~Jt.le for them to meet the 11ervice of the loaM and, by increasing the wealth of the 
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population, led to i!lcreased purchases of manufactured articles. This is not the case to
day. T.hese coun~nes can no longer contract loans owing to the lack of general c01,fiiltmre, 
and thell' Pf?PUlatton can consequently no longer procure the income which it obtained in 
the. past-directly, through the execution of the constructional work on a. large scale for 
whwh the loa~s were raised, or indirectly in the shape of the general economic development 
rendered posstble by the lo!l'ns. Long-term loans-those great stimulators of purchasing 
power-and long-term credtt for the consumer no longer exist. 

, In ~~r!o~s countries such as the Netherlands, France, Germany, Italy and Belgium, 
prtvate nnttatlv:e ~tas set up one or more institutions the share capital of which varies between 
one and ~wo milh?n pounds, and the object of which is to finance international commerce 
by grantmg m~dium-term c~edi~s. Thes~ institutions, which are really credit banks, 
though for mediUm-term credtt, discount bills at three, four, five or even six years presented 
to them by industrialists wishing to sell in foreign markets where they are asked for credits 
of. a similar length, or bills ~resented by organisations operating electricity undertakings, 
railways, etc. All these cred1ts would be granted until they could be consolidated by long
term loans as soon as confidence is restored. 

It is realised, however, that these institutions, however large their capital and however 
well they are patronised, have but a limited amount of funds available for their special 
purposes. Tlley are thus restricted in their activities ; and thi11 leads to a. second observa
tion.· 

Let us not forget that it is the creation of issue banks which bas so largely helped to 
intensify trade between the various centres of one and the same country. Before the 
existenee of issue banks, the private banks could only assist local trade-and that within 
the limits of their resources, which were by no means great,- as they only had metal money. 
Immediately these banks were able, when their discounting capacity was exhausted, to 
apply to an issue bank for the re-discounting of their commercial bills, commercial transac
tions were increased and extended, as the issue bank acquired, by the issue of notes, a power 
of action limited only by its obligation to maintain a certain ratio between its commitments 
and its reserve. The issue banks are thus the central reservoir, as it were, on which the 
private discount banks can draw by way of re-discounting when they are short of assets 
for their internal short-term (100-day) credit operations. Thanks to this source of help, 
home trade has been intensified. 

• •• 

In view of these considerations, cannot we conclude that, in order to stimulate 
international trade, it would be well to set up an international financialinstitution to support, 
supplement, co-ordinate and canalise the export of medium-term capital by the establish
ments recently set up in France, Germany, the Netherlands, Switzerland and elsewhere, 
and those to be set up in the near future 7 Such an institution would do for the private banks, 
in matters of medium-term credit and international trade, what the issue bank of a country 
does for its commercial banks as regards the short-term credits needed for home trade. In 
ot.her words, just as the issue bank of a country is the centre from which the national banks 
obtain, by means of the re-discounting of part of their bill holdings, the liquid 1\ssets which 
they need to increase the volume of their discount business and thus of their internal 
commercial operations, so the institution which I contemplate would act as a reservoir on 
which, through the re-discounting of their n:tedium-term paper, th~ bank~ specialising i.n 
the discounting of such paper would draw, m order to extend thetr medium-term cred1t 
operations and their international business. 

The issue banks have, however, in virtue of their privilege of issue, a practically 
unlimited reserve of notes- that is to say, sight promises- wherewith to satisfy the 
applications for the r~-discountin~ of short-term pa_per made by the nat.ion~l b~nk~. In or~er 
to carry out its functwn of a re-dtscounter of medlum-term paper, the mstltutwn m questwn 
would have to be able to issue more or less long-term promises -that is to say, bonds. 

This is in my view, the principle on which should be based any immediately practicable 
scheme for' procuring medium-term capital, which the world needs in times of depression, 
and thus open up fresh m~rkets for trade a~d revi~e those wh~c~. have dri~ up by 
strengthening their purchasmg power - all thts pendmg the posstbthty of Jllacmg long
term loans on the international markets .. 

* •• 

The practical organisation of such a~ institution shot~ld be ma<~e the .subject of a curt-fnl 
invesl;igation, whieh could be completed m a ~·ery ~hort ttm~. Let 1t snfft~e here t.o say that 
the difficulties which would be encountered m thts connectwn could t-astly be surmountetl 
by financial technique. We will ml.'rely indicate the main lines on which this in~titution 
should be foundt-d and function. 
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.As regards its capital, this should obviously be large, both f~r reaso~s of ~r~stige and 
also because it would provide a further guarantee fo~ the bonds Is~u~d, ill additiO~ to the 
holdin"' of re-discounted bills. A sum correspondmg to 100 nnllio.n d~llars nnght be 
earma:ked for this purpose as a beginning. This capital would be subsc:Ibed ill f~ll, bu~ only 
10 to !?0 per cent would be called up. The banks and industrial comparues more Immediately 
interested in the kind of operations in which the bank would engage would be asked to 
subscribe the capital. 

When we remember how quickly and easily the capital ($100 ~llio_ns) of the Bank 
for International Settlements, an institution designed for co-operatiO~ m the ~onetary 
sphere, was subscribed, we may hope that for thi.s instit';ltio';l, which IS also designed to 
promote co-operation and serves an urgent general mterest, It Will be equally easy to procure 
the necessary capital. 

The object of this bank would be to re-discount the medium-ter~ paper of. the 
institutions already set up or which would certainly be set up for the grantill~ of medium
term credits necessitated by transactions with a definitely productive aim (railways, wo:ks 
of public utility, etc.). It would act in some sort as a banker for the banks supplymg 
medium-term credits. Its work in this field would of course only be temporary. Once 
confidence was sufficiently restored, or the position of the financial markets allo~ed of 
the issue of long-term loans, certain credits accorded by the institution could be consolidated 
by means of such loans. 

For this purpose the new institution would issue bonds to an amount not exceeding 
three to five times the amount of the capital subscribed. 

It would be desirable if these bonds could be converted into really international 
securities and could circulate freely and easily between the great financial markets, and if 
the Go'\"ernments would undertake not to place any fiscal or other obstacle in their way. 

Lastly, close and constant relations should be established, in their mutual interest, 
between the new organisation and the banks of issue, or rather, the Bank for International 
Settlements, which is simply an emanation of the banks of issue and a connecting link 
between them. The principal task of the Bank of International Settlements is to maintain 
the stability of the currencies of the different countries. It will readily be understood, 
without our going into details here, that the credit operations of the new organisation 
may at certain moments involve, for example for the debtor countries, an exodus of 
capital on a large scale (refund of credits granted), which might imperil the currencies of 
these countries, thus singularly complicating the work of the banks of issue in the first 
place, and in the second place, that which the Bank of International Settlements is 
endeavouring so perseveringly to carry through. On its side, the Bank of International 
Settlements, at which the Governors of the banks of issue meet every month and which 
thus constitutes an ideal information centre on the standing of the different countries, will 
be in a position to inform the new institution on the advisability of agreeing to certain 
operations proposed to it, the solvency of buyers, etc. In short, there should be close 
relations between the two institutions, which would involve no responsibility on either 
side, but which are indispensable in the best interests of the important task they would 
be performing. 

Such an organisation - and this is a point i would strongly emphasise - could be 
set on foot in a relatively short space of time. For this purpose, it will be necessary for 
the Governments, in that spirit of co-operation and collaboration which the French 
Go¥ernment so strongly recommends in the plan submitted by it to the Commission of 
Enquiry for European Union, to understand its importance and refrain from hindering 
its creation. 

The very nature of the institution's operations would be such as to allay all 
apprehenoions as to its risks. Its re-discount holdings would only include bills with a 
~ound backing. In moot cases, the bills delivered to it would carry three signatures : 
that of the principal debtor, that of the direct creditor and that of the institution having 
dhwunted the bill and presenting it for re-discount to the new re-discount organisation. 
The latter would therefore be able to take action against all these signatories in case of losses. 

To sum up : an organisation of the kind whose creation and operation we· have 
briefly sketched above, might constitute a practical and rapid means for reviving trade 
immediately. 

. We must repeat that, so long as the lack of confidence continues, due as it is to 
dillere~t reasons of a political nature which have aggravated the present economic 
dei'resBwn,. any lliOvement of capital from countries possessing credit balances towards 
markets With a debit can have no influence on the economic recovery of these markets. 

It must ali!o be thoroughly realised that, whatever political measures the Governments 
rnay shortly be o~'liged to take to restore this confidence, the latter will only return very 
Kl<Jvdy: . lleanwhile, mea.n11 must be found of enabling debtor countries to recover from 
!he Cru!UI_ and even .to extHt. We consider that the Bank, the principles of which we have 
~ust cm.tlm~A, constitute~ one of these means. In any case it must not be forgotten that, 
1f n<,thmg Ill done to assist these countries, their situation will rapidly grow worse and they 
will be threatened with COIDJJlete collapse. 
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M.'NEX 3. 

Official No. : C.504.M.211.1931.VII. 
[C.E.U.E.48.] 

REPORT OF THE COMMITTEE ON CREDIT PROBLEMS.l 
(Geneva, August 24th to 26th, 1931.) 

· A year ago the Financial Committee made a special report on the staue which it had 
then reached in its work, on the ground that the work of financial reconstruction was so 
nearly completed that the kind of service which the League could render to its liembers 
in the financial field was changing in scope and character. · 

The vast majority of countries with complex economic structures had reformed their 
finances and connected their currencies with gold. The Committee thought that the special 
and temporary category of work, involving financial reconstruction with the aid of loans 
-issued under the auspices of the League, was nearing its end, and that some definition 
was required of the other more normal duties of the Committee as the financial advisers 
of the League within the framework of the Covenant. The Committee accordingly submitted 
a report concerning its work and functions, which was approved by the Council and by the 
Assembly on September 24th and September 29th, 19301 respectively. 

The Financial Committee undoubtedly took a correct view of the probable course of 
events on the basis of data then available. It is true that the rapid fall of world prices, the 
contraction of trade and production -in a word, the first stages of the general economic 
depression - had severely affected the economy of a number of countries ; but there was 
at that time no reason to anticipate that the difficulties would not be righted through the 
normal process of economic and monetary reactions. 

In May 19311 however, when the ·Commission of Enquiry for European Union met, a 
much more acute stage of the depression had been reached ; the fall in world prices had 
proceeded yet further and faster. It had begun to be evident that special measures of 
international financial co-operation would be necessary. 

The French Government submitted a memorandum in which credit problems, int~r alia, 
were dealt with, and suggested that certain special measures migh_t be organised or examined 
through the instrumentality of the League, and emphasised particularly the importance 
of systematic intervention by the Financial Committee at any time when the urgent need 
for capital was revealed throughout the world. 

It was in these circumstances that the Commission of Enquiry for European Union 
recommended, and that the Council decided, to set up a Committee of Government 
representatives to consider, in conjunction with a delegation of the Financial Committee, 
"what practical steps could be taken to facilitate the use of State loans of an international 
character by more active intervention on the part of the League of Nations, within the scope 
of its organisation and in agreement with the bodies controlling the principal markets". 
It had become clear that, quite apart from the special responsibility of the League in the 
case of certain countries whose finances had been reconstructed on .the basis of the advice 
given by the Financial Committee, the special and temporary category of reconstruction 
work on which the Committee had been mainly engaged was by no means terminated. 

Rince May 1931, however, further changes of the gravest character have occurred, and 
have illustrated in the most acute fashion the danger of many countries " borrowing short 
and lending long". Various events which are described at length in the Interim Report on 
the Economic Depression I had led, in 19291 to the drying up to a very considerable extent of 
the stream of international long-term lending. But the requirements of the world for credit 
did not fall in proportion ; and, in actual fact, short-term borrowing was resorted to in 
order to meet a great part of those requirements, notwithstanding the fact that the 
requirements were, largely at least,. of a permanent character and that the funds borrowed 
on short-term have undoubtedly been used, not only for working capital which has tended 

1 The Committee was composed as follows : 

G011e1'nment RepresmtationB. 
Dr. BACHlllANN (Switzerland). 
M. EsCALLIER (France). 
M. Camille GuTT (Belgium). 
Sir Frederick LEITH-ROSS (Great-Britain). 

· 1\1. WALLENBERG (Sweden). 

Members of the Fir&ancial Committee. 
Count DE CBALENDAR. 
Mr. Norman H. DAVIS. 
1\1. Paul KEMPNER. 
1\1. C. E. TER 1\IEULEN. 
Dr. Vilem PosPISIL. 
Sir Henry STRAKOSCH. 
M. Fulvio 8UVICB. 

a Document C.284.1\1.134.1931.VII, submitted in May 1931 to the Commission of Enquiry for Europt'I\D 
Union. 
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to bt>eome frozen as the continued fall in prices inc~eased the difficulti~s of. industry, but 
nlso for fixed enpital or other forms of permanent mvestment. The .sttuatwn so created 
has obYiously been of a most unstable character, and any shock tu conftdence was .naturally 
sufficient to upset equilibrium and start a process which was capable cumulatively and 
l'llJlidly of reaching the most alarming dimensions. This is what has, in fact, happene~, and 
the problems of the moment are so acute as to occupy almost t.he whole attentiOn of 
Gon•rnmt>nts and central banks. 

• •• 
The Committee was appointed to consider a specific problem with reference to the 

Jlart which might be played by the League of Nations in connection with long-term 
intt>rnational financial transactions. 

Meeting as it is at the acutest moment of the crisis, the Committee has fully realised 
that the difficulties which it has had to study and the remedies which it proposes are, 
relativelv speaking, quite secondary in character. At this moment, when the general 
economic and monetary situation calls for daily action by the responsible authorities 
it may seem idle to recommend measures which will be neither immediate in their effect 
nor dominant in their efficacy. 

The factor which, more than any other, is upsetting the normal course of long-term 
lending transactions is the shaking of confidence which has resulted from the fall in prices 
:wd the consequent economic and social desequilibrium and from political causes. Capital' 
exists, but it will not become fully available until confidence is gradually restored. 

It is not for us to suggest what political measures might be taken in this connection 
bv individual Governments or by means of inter-Governmental action, nor is it for us to 
define the economic or monetary measures whereby the existing disequilibrium might 
be corrected : but only by a visible improvement in political and economic conditions 
1rill it be possible to re-establish, along with the revival of confidence, the normal current 
of investments, which, in its turn, will be a most beneficial factor in restoring prosperity. 

In this connection, we wish to refer to the description given and the views expressed 
in the Second Interim Report of the Gold Delegation (document C. 75.M.31.193l.II), 
the Interim Report on the Economic Depression (document C.284.M.134.1931.VII) and 
the report of the Committee appointed on the recommendation of the London Conference. 

It was in the light of the foregoing observations that the Committee embarked upon 
its examination of the problems entrusted to it. 

• • • 
In the French memorandum referred to above, it is suggested that the Financial 

Committee of the League should be empowered to receive requests from borrowing States 
when the transactions envisaged- whether they refer to loans for currency purposes 
or for the financing of large programmes of public works - are such as must, in view of 
their size, be effected by co-operation between the banks of different countries. 

In the report submitted by the Financial Committee in September 1930, ami 
approved by the Council and the Assembly of the League, it was suggested that the League 
should associate itself with the issue of a loan under its auspices for purposes of economic 
deYelopment only when, owing to special circumstances, " the project promises certain 
valuable international advantages ". Owing to the changes which have taken place 
in the general economic conditions since that date, we feel that the problem of international 
loans can no longer be considered by the League solely with regard to their effects on 
individual borrowing States, but should be viewed rather in connection with the general 
problem of international credit, and that any action likely to promote a flow of capital 
to-day would promise "valuable international advantages". We consider, therefore, 
that the proposal put forward by the French Government in 1\Iay last constitutes rather 
a development of than a departure from the policy approved by the last Assembly. We 
are of the opinion, indeed, that international loans intended to be devoted to purposes of 
a sound economic character .... re an important factor to a revival of general economic 
activity. 

We endorse, therefore, without hesitation the proposal of the French Government 
that the Financial Committee, acting in accordance with the instructions received from 
the Council of the League, should be prepared to consider such applications from borrowing 
Statea a11 may be made to it for its assistance. 

On the other hand, we do not consider that it is its function to take part with bankers 
in the "formation of lending groups ". 

The services which the Financial Committee can offer in connection with the flotation 
?f international loans are, and have been, of a different character. To the borrowers 
1t can offer the advantage of an impartial public and considered statement of the financial 
position of a country, of the value of the securities it can offer, and possibly of the wisdom 
of the object for which the loan is contemplated. It can suggest, should occasion arise, 
JUch meas~es as would strengthen the credit of the country. The country taking advantage 
of the 11erv1ces offered, of the collective advice, the public statement and the authority 
of the League of NationH, might be enabled to borrow more readily than it could were 
tbo~~e Hervicea not sought. 

}'inally, a11 the Pinancial Committee has already proposed in its report of September 
Iaiit, it might, if the two parties to the ultimate contract desired, act as arbitrator in 
,.,,,,,,e<",titJU witb the loan actually floated. 
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To the lenders, the Financial Committee would offer the same advantarres of an 
impartial and considered judgment, of being able to exercise its influence in the"' direction 
of desirable financial and other measures and of ultimately acting as arbitrator. 

We attach particular importance to the part which the Financial Committee miaht 
play as arbitrator in the case of disputes between Governments and bondholders. It has 
already ~xpressed its willingness to do so, not only in the case of loans issued directly under 
the auspiCes o.f the League, but in other cases, " if the contracts be submitted at the time 
of negotiation t.o the League of Nations for approval ". In such circumstances, it would 
only be _necessary for t~e Leag~e to consider whether the loan was, in its general character, 
such as It could be associated With, and whether the actual arbitration clause was satisfactory. 
It would not be necessary to examine the conditions and details of the loan. We think 
it useful to draw once again the attention of bankers to this proposal, which was made 
now almost a year ago. • 

In cases in which the Financial Committee assumes the function of arbitrator it would 
obviously be inappropriate for it or its members to act at the same time as trust~es of the 
loan. 

In the case of the loans for financial reconstruction, the League has confined itseU 
except in the case of Austria and Hungary, to demanding a specific control for a defined 
period of time, or until certain conditions have been fuUilled. Once that control is 
terminated and the postulated reforms have been executed, its responsibility ceased. 
Subsequently, responsibility lies with the trustees, who are empowered to demand such 
information as they may deem necessary in certain cases concerning the budgetary situation 
and in all cases concerning the yield of the assigned revenues. Since the last of the 
reconstruction loans under the auspices of the League was floated, the Bank for International 
Settlements has been founded, and is in our opinion particularly well suited to act as trustee 
for international loans. The Bank for International Settlements has already accepted 
the responsibility of acting as trustee for certain recent international loans, and we consider 
that it would be desirable if this procedure were to be developed. 

We are familiar with the considerations which have determined the League in its 
decision to define and carefully to limit both in scope and in time its responsibilities in 
connection with loans issued under its auspices, and we are convinced of the wisdom of the 
procedure which has been adopted. At the same time, we are inclined to the view that it 
might prove advisable in the future for the Financial Organisation of the League to maintain 
contact with the Governments of States which have had recourse to it for assistance for a 
somewhat longer period of time. It would, in our opinion, be to the advantage of all
borrowers and lenders alike - if such contact were established and maintained as to enable 
such Governments to obtain the advice of the Financial Committee by some perfectly 
natural and automatic procedure, and as to enable the Financial Organisation of the League 
to keep the public informed of the financial situation of these States. The relations to be 
maintained should be easy and automatic. We consider that these contacts can best be 
maintained by the regular preparation of statements of the public finances of countries 
which have issued loans under the auspices of the League. The statements might be 
incorporated in the Memomnd1ml on Public Finance now issued by the Financial 
Organisation of the League. A working arrangement should be reached between the 
Treasuries of countries which have issued loans under the auspices of the League, by which 
they agree to send a Treasury representative to discuss the statements prepared with the 
Financial Organisation of the League. 

The suggestions which have been put forward above raise, as has already been 
indicated, the question of the method by which the work to be undertaken in connection 
with the type of loan contemplated in the French memorandum might best be executed. 
The Financial Committee, which is the advisory body to the Council in such questions, 
possesses a quite special authority and an experience in these matters, and there is, in 
our opinion, no reason for contemplating the creation of a~y ~ew organism. T~e Financial 
Committee has in the past, adopted the system of appomtmg ad hoc delegatiOns for one 
question or a~other with which it has been dealing, consisting of certain of its own 
members and of certain other persons with a special competence in the matter under 
consideration. We suggest that, for the purpose of such work as ~ay ar!-se in connection 
with the issue of international loans in the future, close co-operatiOn with the Bank for 
International Settlements would be desirable, and we also consider that assistance of 
Treasury officials would prove useful. 

* * * 
In the French memorandum it is also proposed that the competent Committee of 

the League of Nations might undertake to study under ":hat con~tions the possibili.t.ies 
of the free international circulation of bonds could be established or Improved. We consider 
that bonds with such free international circulation would present certain very real 
advantages, amongst which may be mentioned that they wou~d f~cilitate the. issuing .of a 
loan simultaneously on different markets, and that, by const.Itutmg a new mter!latlonal 
value, they might lessen the internat!onal ~ovements of ~old. But the experience of 
recent years has shown that, in pract.Ice, this procedure Will only be acc~pta.ble when 
there exist l'el'eral markets where the bonds are freely absorbed by genume mvestors. 
If this situation can be achieved, th.ere will, it is true, remain the possibility that one of 
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th markets may be flooded by the sale of bonds immediately after issue by speculative 
~scribers who have bought bonds in other markets. This dan~er could! however, be 

~'! · · h d if in the first instance provisional certificates were Issued which were good 
d~~:Sy ~nly' on the market of issu~, and if t.hese certificates were only ex~hangeable for 
definitive bonds after an interval of six or twelve months. We attach Importance to 
this suggestion. 

• • • 
The French memorandum also points out (see document .0.402, page 7, liJ?-e 9) _that 

any noticeable improvement in international relations must m any case manifest Itself 
on all markets by a resumption of normal transactions which are at presen~ rendered 
difficult by the political atmosphere. This development would relate partwularly to 
the following transactions.: 

· 1 More free admission to the market in various national centres of first-class 
securities which are at present too often quoted in their market of origin alone ; such 
quotatio~ wou.ld permit com~anies concerned to become better known abroad and thus 
to obtain capital more readily. 

2. A more active participation of the various nation?-1 financial instit?-tions 
in investments abroad, either of their reserve funds or of the mterest on bonds Issued 
by specialised organisations. 

3. Constantly extending facilities for placing on the loan markets ~f relia_ble 
foreign issues by means of appeals to the public, whether loans of pubhc bodies, 
companies holding concessions or private companies. 

We strongly endorse these views, and are of the opinion that the measures contemplated 
should be pressed forward as rapidly as possible by the competent authorities • 

• • • 
The Commission of Enquiry for European Union has drawn our attention to the value 

of the enquiries undertaken by the International Labour Office with a view to relieving 
unemployment by means of important public works. 

We have also taken note of the resolution adopted by the Unemp.loyment Committee, 
which has requested us "to investigate at once the means of securing the permanent 
international co-operation required for the execution of any works recognised as furthering 
the economic development of Europe and to promote for this purpose a policy of long-term 
credits which may inspire the confidence indispensable to lenders and secure favourable 
conditions to borrowers. " Several Governments have supplied in this connection general 
information on the public works fqr which they consider international financial co
operation desirable. 

We have not felt ourselves in a position to express an opinion on the technical or 
economic value of these public works from a European point of view. Moreover, we desire 
to insist on the financial problems which their execution would involve and on the necessity 
of only taking into consideration schemes which are of immediate economic utility, and 
which would not impose upon Governments budgetary charges exceeding their capacities 
or such exchange transfers as might endanger the stability of their currencies. 

We recognise, however, that it would be desirable that authoritative advice should be 
obtainable when necessary on the question of public works useful from a European point 
of view and for the execution of which European Governments might ask the League to 
assist them in obtaining the necessary financ\al means. 

We have n~ted that the _communications and Transit Organisation of the League has 
creat~d a Co~ffilttee of EnqUiry on general questions relating to public works and national 
techrucal eqUipment. _We therefore propose _to the Council to request that body, to which 
should be added for th1s purpose representatives of the International Labour Office and 
wh~n necessary, of compete.nt organs _of the League, to examine the concrete proposal~ 
which the Governments 1n1ght submit to the League. Such examination should bear 
specially on the following points : · 

(a) The economic necessity of the public works in question and the co-ordination 
with other schemes both from a national and a European point of view ; 

(b) Their chances of profits and productivity at an early date. 

T_he fiJ?-dings of t_he Committee of Enquiry would have to be submitted in all cases to 
the Fwanmal Com1n1ttee of the League for consideration of the appropriate action to be 
taken on them. · 

••• 
Finally, we have been informed that the Committee of Economic Ex erts had 

befor~ t~em a s?heme for the creation of a financial institution for the ~r 
grant~g mte!mediate and .long-t~rm credits by the issue of its own securities. w~ h~~:en~! 
examwed this scheme, Wich rruses a number of complex and · t t · 
examination of which by us seemed to b t . rmpor an q_uestiOns, the 

e prem~ ure m the present circumstances. 
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Series of Publicatiilns: I9JI.VII.Io. 

ANNEX 4. 

Official No.: C.4JO.M.I79-I9JI.VII. 
[C.E.U.E.45·] 

REPORT OF THE COMMITTEE TO STUDY THE PROBLEM OF THE 

EXPORT OF FUTURE HARVEST SURPLUSES OF CEREALS. l 

(Second Session- June 25th to 27th, I9JI.) 

The Committee appointed to study the problem of the export of future harvest surpluses of 
cereals, convened by the Commission of Enquiry for European Union, met at Geneva on June 
25th, 26th and 27th. It was attended by several delegations-those of Hungary, Poland, 
Roumania, Turkey and the Union of Soviet Socialist Republics-which were not present at its 
first session (February 26th to 28th). 

I. 
. The Committee began by examining the conclusions to be drawn from the London Conference 
(May 18th to 23rd); at which the wheat-exporting countries of Europe and overseas endeavoured 
to organise their sales on the world market on concerted lines. At its first session, the Committee 
had decided that such organisation was highly desirable and calculated to remedy the dislocation 
of prices and conditions of sale. 

The Committee regrets that it was not found possible to establish a broad international 
agreement on a worldwide scale, and trusts that efforts to arrive at an understanding will not be 
abandoned, but will be actively prosecuted-:_ 

II. 

While not neglecting the worldwide aspect of the problem, the Committee considered the best 
means of improving the situation from a standpoint limited to Europe. In accordance with its 
tenns of reference, it examined the question of a system of agricultural preference, which the 
Commission of Enquiry agreed would afford valuable assistance to the peoples of Central and 
Eastern Europe, who are suffering heavily from the depression. 

Much information was exchanged on this subject. It was found that the general discussions 
on preference had been followed by definite action on practical lines. Certain endeavours have 
already led to the conclusion of specific conventions, while others are in preparation and under 
negotiation. The Committee carefully reviewed these patient efforts. The agreements concluded 
or prepared were considered in the most liberal spirit of co-operation and solidarity. The experi
ments made, which have varied according to the possibilities in each case, were bilateral in 

. character but have been thrown into the common stock. All concerned have been or will be 
infonned of them, in order that everyone may profit. 

The methods employed to put into effect a preferential tariff system differ slightly one from 
another (reduction of Customs duty or refund of a portion of that duty). All o( them, however, 
must have in common certain features which it is desirable to specify .. 

In order that the preference may be in no way disguised, these proceedings should lead to 
public agreements which will be registered at the Secretariat of the League of Nations . 

• 
• The Committee was composed_ as follows: 

Pruitllml: His Excellency M. FRAN~OIS·PONCET (France). 

Austria: 
Belgium: 
Czecloosloo,.,.itJ : 
EstonitJ: 
FrtJJICIJ: 
Germ,...,: 
Greal BriltJi11 : 
HUIIgtuy: 
lltJly: 
N OJ'fJJI1I)' : 
PolMul: 
RoumtJIIia: 
SwilzerltJfld: 
Turlley: 
U11i011 of SooUt Socialist 

Republics: 
Y ugosltJvia: 

M. ScHOLLER. 
M. SUETENS. 
His Excellency M. FIERLINGER. 
M. Auguste ScHMIDT. 
M. J olea GAUTIER. 
M. PossE. 
Major Henry HEYWOOD. 
His Excellency M. DE NICKI.. 
His Excellency M. DE MICHEUS. 
M. P. H. BIRJ<JtLAJfD. 
M. Adam Rosa. 
M. Cesar PoPESco. 
M. STUCKI. 
His Excellency HAsAN Bey. 

M. Abram KissiN. 
M. TODOROVITCH. 
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Th pose the approval of third parties. . . 
ey p;esupl · 1 t oncessions the latter will not be of a preferen6al nature, but will If tl1ey mvo ve eqmva en c , . 

be 0 n to all who can invoke the most-favoured-nation clause. . . 
he preference will be expressed eit~er as a P7r~entage reduction m Customs duty or as a 

standard reduction; it will apply to specified qua!ltl~Ies. . 
Further it will represent a temporary and limited exception. . . . . 
In this ~onnection, the Cereals Disposal Committee would r~fer t~ the essential P.rmciples latd 

down, during the Conference withaView toConcertedE~onomic Act!o~ at Genev~ m Novem.ber 

1930, by a Sub-Committee appointed t? study the question of negotiations regarding the regtl?e 
of trade between the agricultural countnes of Eastern Europe and the Westen:t-European ~ountnes 
_ principles which were confirmed or amplified at the subsequent meetmgs at Pans, Rome 
and Geneva. · · f th · · 

The Committee is of opinion that, with a view to ~he pr<?secut10n o e ope;at.10ns no~. m 
progress and the satisfactory application of the preferential regime, and also to avoid 1eopardismg 
the success of the present undertaking, these rules must not be neglected, but must be adhered 
to in every case. . ~ "al · 

They form the framework within which, .in the Comm~ttee's view, the pr~1erent~ ~gtme-
whatever form it may take-must be place~ m order. to raise the fewest pos~Ible o?Jechons and 
secure the widest acceptance. The Committee considers that the preferential regime, reduced 
to these rules and these methods which would limit the scope of the exception it represents, is 
compatible with the spirit of international co-operation. 

III. 
The work of the Cereals Disposal Committee was greatly facilitated by an enquiry carried 

out, from the standpoint of the countries interested in the export of grain, by the Permanent 
Committee for Economic Enquiry of the States of Central and Eastern Europe at a session held 
at Geneva on June 23rd and 24th. This latter Committee defined its views~ follows: 

(r) The grain exporting countries of Central and Eastern Europe ask for preference for wheat, 
rye, barley, oats, maize, malt and flour. . 

(2) They are of opinion that the preferential system will only secure results entirely satis
factory to themselves in so far as it is applied by all the grain-importing countries of Europe. For 
reasons of expediency, however, they are, at the present time, demanding this regime only from 
those countries which usually import cereals from them. 

(3) Preference is only to be granted for limited quantities, but it is of capital importance to 
the grain-exporting countries in question that any surpluses they may have should enjoy preference. 
Only if this is granted, will those countries achieve the object of the preferential regime-that is to 
say, the raising of the price of cereals in the exporting countries above the world level. For these 
reasons, the quotas enjoying preference should be so fixed that their total may correspond to the 
total export surpluses in those countries. · 

. (4) While leaving the choice of the form to be taken by the preference to be decided by 
bilateral negotiations, the grain-exporting countries in question consider that a reduction of 
import duties would be the form best calculated to serve their interests. 

IV . 

. As regards those agreements in preparation which do not relate to Customs duties, but are 
de~1gned to .set up a special system by bilateral conventions with the object of securing better 
pr~c71 for agricultural produce by credit or other facilities, the Cereals Disposal Committee is of 
opm10n that the application of these agreements raises extremely difficult problems, and no 
final conclusiohs can be reached on the subject. 

Being anxious, however, to avoid giving the impression that certain solutions might seem 
calculated to weaken the most-favoured-nation clause, the Committee wishes to receive fuller 
particulars of their exact tenor so that it may be better able to judge. 

v . 
. The Cereals Disposal Committee was called upon to examine what part it might b~ desirable 

for 1t to play subsequently . 
. The experience of ~ts _present .session has m.ade it r.ealise that it is of capital importance for the 

mam!enance o_f order m mternahonal ~conom1c relations for the preferential regime granted by 
c~rt.am countnes to ot~ers to be exammed by a neutral organ giving every guarantee of impar
hahty, to see whether It co;responds to the principles set forth above. It therefore recommends 
that. all arrangements of.this nature s~ould be communicated by the Secretariat of the League of 
Nations to the Cereals Disposal Committee. 

VI. 

Th~ Com~ittee considered other s~luti.ons for improving the disposal of cereals. 
It lS convmc~d that a ?~tter orgamsabon of the financing of the production and disposal of 

cere~s. woufldCbe hkely to mitigate appreciably the effects of the agricultural crisis on the exporting 
coun nes o entral and Eastern Europe. 
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It views with great satisfaction the progress accomplished since its last meeting in the orga
nisatio!l of the International Agricultural Mortgage Credit Company, which will probably be ready 
to begm work next autumn. . 

It is happy to learn from the declarations made by the representatives of the International 
Institute of Agriculture, that the investigations undertaken by the latter conjointly with the 
Financial Organisation of the League of Nations for the international organisation of agricultural 
short-term credits have been continued. It hopes that they will rapidly lead to international 
action for the permanent improvement of the conditions of warehousing and disposal of surplus 
stocks of cereals. As, however, it is certain that no solution will be arrived at before the 1931 
harvest, the Committee has requested the International Institute of Agriculture to investigate 
the possibilities of setting up a provisional organisation to enable agricultural countries to finance 
their next harvest. . 

VII. 

The Committee has noted the efforts made to improve the conditions of the international 
transport of cereals, directed, on the one hand, towards a reduction of rates for the carriage of 
cereals over certain important routes and, on the other, towards the introduction of a negotiable 
waybill for international transports, which would give greater facilities for credit and for the 
disposal of cereals in the course of despatch. 

The Committee took note of the work done in this sphere by the Communications and Transit 
Organisation of the League of Nations. It hopes that the coming revision of the International 
Convention on Traffic of Goods by Rail will afford an opportunity for taking account of the 
legitimate interests of the international trade in cereals. 

VIII. 

The Committee considers that whatever solutions may be adopted with a view to an improve
ment in the disposal of cereals, such solutions, if they entail a preference, must be subject to 
the rules set forth in the preceding paragraphs. 

IX. 

Finally, the Committee is of opinion that a very definite advance has hc:en made in the direction 
of practical measures in the course of the last few months. It regards th1s as a happy augury of 
the success of the undertaking which it has at heart and it has no doubt that the continuation of 
persevering efforts will shortly bring about a real improvement in the agricultural countries of 
Central and Eastern Europe, thus contributing to alleviate the distress from which the whole of 
the European economic structure is suffering. 

Series of Publications: I931.VII.II. 

ANNEX 5. 

Official No.: C.437·M.184.193I.VII. 
[C.E.U.E.43·] 

REPORT OF THE UNEMPLOYMENT COMMITTEE. 

(Geneva, July Ist and 2nd, I9JI.) 

The Unemployment Committee, which was appointed by the. Commission of Enquiry for 
European Union, met on July 1st and 2nd, 1931, at the International Labour Office, Geneva. 

The following delegates were present: 

x. Delegates appointed by the European Commission: 

Germany: Dr. Oscar WEIGERT (assisted by Mme. Margarete EHLERF). 
Austria: M. Karl FoRCHHEIMER. 
Denmark: M. Kristian ERIKSEN. 
Great Britain: Mr. James Alan BARLOW. 
Czechoslovakia: M. Zdenek FIERLINGER (assisted by Dr. Eug~ne STERN). 
Yugoslavia: M. Douchan YEREMITCH. 

2. Delegates appointed by the Governing Body of the International Labour Office: 

Government Group: 
M. G. DE MICHELIS (Italy). 
M. Jean RosNER (Poland), substitute for M. F. SoKAL. 



Employers' Group: 

M. Gino OuvETII (Italy). 
M. Hans VoGEL (Germany). 

Workers' Group: 
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M. L. JouHAUX (France). 
M. Ch. ScHORCH (Switzerland). 

. M Ch PICQUENARD (France) who had been invited as the result of .a decision <?f the 
Gov:;ning.Body of the Internat~on~ La~our Office to place before the Committee the pomt of 
view of France as a country of Immigration. 

The Committee elected M. DE MICHELIS as Chairman. It held two ple!lary si~tings on July 1st, 
and set up three Sub-Committees to deal respectively with the followmg pomts: 

1. Placing Work. 
2. Public Works. 
3· Co-operation of the factors of production. 

At a plenary sitting held on July 2nd, th.e Committee adopted, in the following form, the 
draft resolutions presented by the Sub-Committees: 

I. PLACING WORK. 

"The Unemployment Committee: 

" In view of the necessity of favouring an international migration of workers which. 
might balance in Europe as exactly and rapidly as possibl~ the supply of, and demand for, 
labour in so far as this cannot be done within the countnes concerned; 

"'Recommends the development of the policy of bilateral agreements already adopted 
by several European countries for organising the migration of workers, and in particular 
for recruiting workers in one country for employment in another and also for ensurmg to the 
workers thus recruited equality of treatment with nationals, together with suitable employ-
ment and living conditions; . 

" And requests the Commission of Enquiry for European Union to submit to the Council 
of the League of Nations the following proposals: 

"1. That a technical placing Conference should be convened by the International 
Labour Office in the near future; . 

" 2. That Governments should be asked to send experts on placing as delegates 
to this Conference. The Governing Body of the International Labour Office should also 
be invited to send to the Conference as delegates representatives of the Employers' 
Group and of the Workers' Group of the Governing Body; 

" 3· That, as the object of the Conference will be to investigate the means of 
co-ordinating the national placing services on a European scale, its agenda should be 
as follows: 

" (a) The organisation of a permanent exchange of information on the state 
of the labour market and the creation of the necessary international bodies; 

" (b) The means of facilitating bilateral relations between the various national 
placing systems for the actual transference of labour from one country to another; 

" (c) .A comparison of the methods of placing in force in the various countries .. 

"4· That a temporary secretariat (composed of a member of sectio~ a clerk and 
a shorthand-typist) should be set up at the International Labour Office t~ prepare for 
the Conference." 

II. PUBLIC WORKS. 

"The Unemployment Committee: 

"Has taken note of the schemes for public works communicated to the International 
Labour Office by several Governments. ' 

" It observes that these schemes, taken as a whole, are capable of providing employment 
for a large number of workers, not only in the actual execution of the works but also by 
securing orders for numerous industries. ' 

"It ~inks that .the .execution of such schemes would offer a valuable channel for the 
use of cap1~al now lymg idle, and so contribute to a diminution of unemployment and to a 
general busmess recovery. 

" The Com!flittee considers that a policy of co-operation in public works would contribute 
to ~e harmomous developme~t o! the economic resources of Europe, and would take 
contmuous account of the Situation m the labour market, with a view to making employment 
more stable. 



-57-

" It. therefore requests ~e Credi! Problems Committee to investigate at once the means 
of -secunng the permanent mtemahonal co-operation required for the execution of any 
W<?rks recognised ~~:s furthering the economic development of Europe and to promote for 
this purpose a policy of long-term credits which may inspire the confidence indispensable 
to len!lers and secure favourable conditions to borrowers. " 

III. Co-oPERATION OF THE FACTORS OF PRODUCTION. 

" TI;Ie Unemp~oyment Col!lmittee was also instructed to study the proposal made by the 
Inte~ational.Institute of Agncultu.re for.~!: ~tter use of all the elements of production. 

It considers t~at th~ ec<?nomic equihbnum of Europe would be better re-established if 
the su9>lu.s pop~lahon ~hich It. ~annot make ~se of could be employed for the exploitation 
of temton~s ~hich are m a positi<?n to absorb It to good purpose. This would give free play 
and lend Vitality to the forces which make for the economic development of the world. 
- "But the.pr~blem ?f the tra~sfer of the surpl~s active population is closely related to the 
search f?r ternto~Ies which are suitable for the rahonal settlement of groups of human beings, 
economically eqmpped for the purpose, for land development, the exploitation of the soil, the 
develop~ent of commerce ~~:nd mdustry arising therefrom, ~nd also for increasing the 
purchasmg power of the native populations and the constitution of fresh markets for the 
production, not only of Europe, but of the whole world. 

" Such a programme, which must depend upon international co-operation, requires the 
support of capital and of credits. This involves the adoption of the international policy of 
credits which has been proposed for other forms of economic development. 

" The Committee has given its general approval to the programme referred to in the 
first paragraph above. Since a more exhausthre enquiry with a view to putting this programme 
into operation must necessarily extend beyond Europe, it suggests that the Commission of 
Enquiry for European Union should propose to the Council of the League of Nations that the 
matter be referred for study to its competent bodies, with a view to the adoption of rractical 
steps. For these studies it would be desirable to invite the help of the Internationa Labour 
Office and the International Institute of Agriculture. " _ 

ANNEX 6, 

Official No.: C.soz.M.2og.IgJI.VII. 
(C. E. U.E.46.] 

ESTABLISHMENT OF AN INTERNATIONAL ORGANISATION FOR 
SHORT-TERM AGRICULTURAL CREDIT. 

In the report which it adopted on May 2Ist, I9JI, the Commission of Enquiry for European 
Union stated that-it had "considered with interest the communication from the Internahonal 
Institute of Agriculture regarding the establishment of an international organisation for short
term agricultural credit ". It expressed the desire " to be kept informed of the progress of future 
work on this question ". 

The Secretary-General has the honour to communicate to the members of the Commission 
of Enquiry for European Union a letter and memorandum relating to this question which he 
has received from the President of the International Institute of Agriculture. 

1. LETTER FROM THE PRESIDENT OF THE INTERNATIONAL INSTITUTE 
OF AGRICULTURE. 

Rome, August r8th, I9JI. 

In my letter of July 29th, ~.93696, 1 had the honour to inform you that a meeting convened 
by the Intemation~ Institute of Ag_rlcultur.e would be. he~d on August uth for .the purpose ?f 
studying the establishment of an mternatJonal orgamsatJon f~ shor!-term agncul~ural. credit. 
The meeting had to examine the schemes prepared by t?e Institute, m o!d~r that 1t mi~ht be 
in a position to submit concrete results at the next session of the CommiSSion of Enquiry for 
European Union to be held in Geneva during the present month. . 

Naturally, I also invited you to send a rep!esenta.tive from the Secretanat. 
I now have the honour to inform you that thiS meetmg took place on August I2th and I 3th, 

and was attended by the official representatives of eighteen States. Two other States sent 
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observers. In compliance with our request, the. Secr~tariat ?f the League of ~ations. appointed 
M Charles Henri .BoiSSARD member of the FmancJal Section, to attend thiS meetmg, and I 
d~ire here to express my deep personal appreciation, as well as that of the Institute, of this 
proof of your interest and practical co-operation. 

The International Labour Office w.as also represented. 
The result of the most interesting discussions which took place during the two days in question 

will be found in the Protocol of the meeting, and in the drafts of the Statutes, International 
Convention and Constituent Act, of which I have the honour to enclose copies 1, corrected 
in accorda~ce with the results of the discussions of the last meeting of the session. I would add 
that the draft Statutes, Convention and Constituent Act were prepared by the staff of the Institute 
and submitted, as a preliminary measure, to a meeting of special experts, thoroughly familiar with 
the requirements of agriculture and the working of agricultural associations and co-operatives in the 
matter of short-term credit. This meeting took place at the Institute on July 27th and 28th. 

From a perusal of these documents, a summary of which I enclose 1, you will see clearly, since 
they speak for themselves, to what extent the Institute has succeeded in carrying out the desires 
expressed in this connection by the Commission of Enquiry for European Union and also by the 
International Wheat Conference held at Rome in March last at the instance of the Institute. 

The solution of one part of this question of agricultural credit, which our organisation has 
studied and investigated for many years, is thus to be found in short-term credit, just as the 
solution of another part of the question has been found, owing to the efforts of the League of 
Nations, in long- and medium-term credit. 

I should be particularly grateful if you would be good enough to communicate the above 
information to the Commission of Enquiry for European Union and draw special attention to the 
fact that the Institute, desirous of bringing its work to as practical and as speedy a conclusion as 
possible, will convene in November a general meeting of official representatives of the Governments 
concerned and of representatives appointed by the banks and credit institutions. The object of 
this meeting will be to give final approval to and to sign the draft Convention and Statutes, as well 
as the Constituent Act, prepared at the meeting which has just taken place. 

As you will see, the Institute and the members of that meeting were particularly desirous 
of indicating how much importance they attach to effective co-operation with the League of 
Nations, and have consequently provided that one of the members of the Governing Body of the 
proposed bank shall be appointed by the Council of the League. 

In bringing the above information to your notice and communicating the enclosed documents 
we desire to give expression to our determination to do our best, in co-operation with the Geneva 
organisations, to give effect to the wish expressed at a number of international meetings in 
particular by the Commission of Enquiry for European Union, that agriculture should be assi~ted 
in every way possible. 

I need not say that the Institute trusts it can count, in the future as in the past on the friendly 
co-operation of the League of Nations in the work already started. ' 

(Signed) DE MICHELIS, 

President. 

2. MEMORANDUM RELATING TO THE INTERNATIONAL AGRICULTURAL 
CREDIT BANK. 

One of the questions which raised mos~ interest at the Preparatory Conference of the Second 
World ~eat Co~ference wa~ that of agncultural credit. Distinguished representatives of the 
?elegabo~s. of v~nous countnes belonging to both eastern and western Europe urged the need 
m t~e exiSting c~rcumstances, fo~ m~kin.g provision-side by side with the medium- and long-ter~ 
credit to be provided ~y the ~ew ~nst~tubon established under the auspices of the League of Nations 
-fo~ short-te~m credit, which •. m VIew of the cereal crisis, would appear to have an important, 
s~ific funchon to rerform m r.e~est~blishin.g the economic and commercial equilibrium of 
agncultural undertakmgs and facilitatmg therr operations. · 

The res<;>lution o~ agricultur~ credit adopted by the Conference concluded by requestin 
the International lnst.Itute of Agncultu~ to continue its studies relating to a "cultural creditg 
and to help to organtse short-term agncultural credit. gn ' 
. Con.sequently, .the. Institute has lost no time in taking steps towards establishin an 
mte~attonal orgamsabon for short-term agricultural credit, which would be started und! its 
~~~k~~s1. a~d ~o~~c~mptleGment the work of the '.' International Agricultural Mortgage Credit 

us es a e a en~va under the auspices of the L~ague of Nations. · 
had ~~~:~ I9JI,d ~e f International Ins~it~te of Agric.ulture, bearing in mind the desires which 
towards thf:tio~ ~rx:: :~ Co~~1SS1Iobn of ~nqurry f~r E.uropean Union of the steps taken 

erna Iona anking organiSabon for the purpose of granting 

1 
Tbe Protocol of the Rome meeting of A t h d 

Coaventioo and Constituent Act have been t ~but an I 3th, 1931, and the diaft Statutes, International 
~nted 00 the Colllllliaaioo of E ,.1_ faen Y the .International Institute of Agriculture to the Governments nq-, or EUiope&D Umon. 
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sho_rl-term _agricultlJ!al credit. ~e _Sub-Committee of the Commission of Enquiry for European 
Umon cons1dered this proposal With mterest, and expressed the desire to be kept informed of the 
progr~ of future work on this. question. It also expressed the opinion that that work would 
be facilitated by the co-operation of the financial and economic organisations of the League 
of Nations. · & 

The International Institute of Agriculture further considered it necessary t~ · convene a 
technical advisory committee at Rome ?n July 27th and 28th, to which. it submit~ed the preliminary 
draft statutes _of the ~ew ~ank. The discuss1ons enabled the International Institute of Agriculture 
to make certam modificabons, and the draft statutes as modified were submitted for examination 
to a meeting of representatives of Governments and banks which took place on August uth and 
13th at the offices of the International Institute of Agriculture. 

The following countries sent representatives to the meeting held at Rome on August uth 
and x,3th: Belgium, Bulgaria, Denmark, Spain, France, Greece, Hungary, Italy, Latvia, Poland, 
Portugal, Roumania, Sweden, Switzerland, Czechoslovakia, Turkey, the Union of Soviet Socialist 
Republics and Yugoslavia. Germany and the Netherlands sent observers. The Secretariat 
of the League of Nations and the International Labour Office were also represented by observers. 
The representatives of the Governments and credit institutions present at the meeting examined 
the Draft Constituent Act, Convention and Statutes for the International Agricultural Credit 
Bank prepared by the International Institute of Agriculture. They made certain modifications 
which they considered necessary, and, in the Protocol signed at the end of the meeting, they 
approved the steps which the International Institute of Agriculture had taken in regard to short
term agricultural credit. 

In view of its main function as a short-term credit institution, the International Agricultural 
Credit Bank is conceived as an institution whose sole object would be to discount bills presented 
by national credit institutions. These- bills would be based on loans to agriculturists or their 
organisatiops providing all the guarantees required by the Bank in conformity with the laws and 
customs of each country. ·The bills should bear the signature of the principal borrower and of the 
national credit institution approved by the Bank; the signature of regional or local institutions 
being further required when the loans were granted through them. 

As the credits would be strictly short-term credits, their normal duration would be from three 
to nine months, but the period might be prolonged up to a maximum of twelve months by the 
Executive Committee of the Bank. 

The Bank should be established by an agreement between the credit institutions of the countries· 
concerned in its establishment, who would undertake to subscribe the shares. The Governments 
of these countries should undertake, in a convention, to give the new Bank all possible legal and 
fiscal facilities. 

The Bank will be organised as a joint-stock company with an initial capital fixed at 15 million 
Swiss gold francs, divided into shares of x,ooo francs. · 

. The shares will be registered stock and will be issued in all countries which authorise 
subscription. They will be reserved for the credit institutions of these countries and international 
credit institutions. 

The Bank will obtain the necessary funds for its transactions: 

(a) By the issue of short-term interest-bearing bonds (bons de caisse) up to a maximum 
amount of ten times its capital; 

(b) By deposits from banks and public institutions; and, 
(c) By discounting its bills with other banks. 

The Bank will be administered by a Board composed of twelve members, of whom four shall 
be appointed by the Permanent Committee of the International Institute of Agriculture, the 
Council of the League of Nations, the Board of the Bank for International Settlements, and the 
Board of the International Agricultural Mortgage Credit Bank respectively; and seven by the 
General Assembly from among the heads or representatives of agricultural credit institutions, or 
from among persons with special com~tence in banking .and cre~it operati?ns.. One me.mber 
will be appointed by the members appomted by the four mternabonal orgamsabons menboned 
above. The President and Vice-President will be appointed by the Board and will be selected 
from among its members. . 

The management of the Bank's current business will be entrusted to :'-n Executi~e Com~ittee 
of five members appointed by the Board, two of whom shall be the Pres1de~t and V1ce-Pres1dent 
of the Bank. 

ANNEX 7. 

Official No C.soJ.M.2xO.I9JI.yn. 
[C.E.U.E.47·] 

PREFERENTIAL CUSTOMS DUTIES ON THE IMPORTATION 
OF ROUMANIAN BARLEY FODDER AND MAIZE INTO GERMANY. 

Note by the Secretary-General: • 
_ The Secretary-General has the honour to communicate ~o the Membe~ of the Commission of 

Enquiry for European Union two letters dated August 21st wh1ch he has receJVed from the German 
and Roumanian Governments respectively, together with two annexes (A and B)l supplied to the 

• Not reproduced here. 
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Secretariat by the German Government. The secon~ annex (B)l is in German and Roumanian and 
additional copies are at the disposal of the delegatiOns. . . . 

At the request of the two Governments, these documents will be exar1_1med by the Economic 
Co-ordination Sub-Committee. 

I. LETTER FROM THE GERMAN GOVERNMENT TO THE SECRETARY-GENERAL 
OF THE LEAGUE OF NATIONS. 

[Translation supplied 
by German Government.] Berlin, August 21st, 1931. 

On June 27th, 1931, the German and the Royal Roumanian Governments signed at Gen~va 
a Commercial and Shipping Treaty which, as regards the importation into Germany o~ ~oumaman 
barley as animal fodder (the use of which is controlled by the Custom~ A~thontles) and of 
Roumanian maize provides for preferential rates of Customs duty, amountmg, 1;11 the ~ of t~e 
barley, to so per cent, and, in the case of maize, to 40 per cent of the res~ctlve tanff rates .m 
operation at any given ~ime. The pro~edure to be adopt~d in connection w1t~ these ~referential 
duties has been determmed by a Special Protocol of wh1ch I have pleasure m enclosmg a copy 
(see Appendix). · . 

In agreeing upon these preferential duties, the German and Roumanian Governments follow 
the. principles laid down in respect of such preferences at the various international confe~ence!! 
held at Geneva under the auspices of the League of Nations. In this connection, I should like to 
point out, in particular, that, in the Special Protocol, the Royal Roumanian Government has 
undertaken to see that the preferential duties granted by Germany shall, in any calendar year, 
not be applied to quantities exceeding the normal importation of these products from Roumania 
into Germany in the past. The rule laid down internationally, according to which preferential 
duties shall only be ~ temporary exceptional measure and shall not remain in force any longer 
than the agricultural crisis in the countries of south-eastern Europe lasts, finds its expression 
in the fact that the German-Roumanian Commercial Treaty has been concluded for a period of 
two years only, and can, thereafter, be denounced with three months'notice. Finally, it is in 
accordance with the principles mentioned that all tariff consolidations and tariff reductions conceded 
by the Royal Roumanian Government are subject to the most-favoured-nation clause. The 
extent of these tariff consolidations and tariff reductions is shown in Annex B. 1 

In accordance with the principles laid down at Geneva, the German and the Royal Roumanian 
Governments are of opinion that these preferential duties can become operative as a temporary 
exception to the most-favoured-nation treatment only on condition that the most favoured nations 
shall approve of such a measure. In order to obtain such an approval on the part of the European 
countries concerned, the German and the Royal Roumanian Government propose to submit 
the matter to the Co-ordination Sub-Committee, appointed by the Commission of Enquiry for 
European Union, at the meeting of the Sub-Committee which begins on August 31st, 1931. 

I shall feel obliged if you will kindly transmit the above communications to the Governments 
of the States represented on the Commission of Enquiry for European Union, and have the 
matter entered on the agenda of the next meeting of the Co-ordination Sub-Committee. 

(Signed) CURTIUS. 

II. LETTER FROM THE ROUMANIAN GOVERNMENT 
TO THE SECRETARY-GENERAL OF THE LEAGUE OF NATIONS. 

[Translation.] Bucharest, August 21st, 1931. 

The Royal Roumanian .Government and the German Government signed at Geneva on 
Jun.e 27th, 19~1, a Co~ven.tlon of Commerce and Navigation containing preferential Customs 
duties for the Importation mt~ Germany of Roumanian fodder barley and maize-namely, for 
barley .so per c~nt and for maize 40 per cent of the general Customs duties currently in force. 
There IS a Special Protocol regulating the collection of these duties. 

In agreem.g up~n these pre.ferent.ial Customs duties, the Roumanian and German Governments 
hdldted as their basi.s the pnnc1ple la1d down in this matter by the various international conferences 
t~at ~nde~ the auspices of the .League of Nations. In this connection, I should like to point out 

• Y t e terms of the Special Protocol, the Royal Roumanian Government undertakes to see 
:~ery year 1t~at the preferential duties granted by Germany are not applied to quantities exceeding 

e norma Imt:><>rts ?f these Roumanian products into Germany in recent years 
t The estabhshed. mte~a~ional principle whereby preferential Customs tariffs ~onstitute only 

a emporary exception, hm1ted to the duration of the agricultural crisis in the countries of 

• ~ot reproduced. 
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South-E~te~ Europe, is duly observed, inasmuch as the Roumanian-German Commercial 
Conven!ton !S concluded ~or. a peri_?d of two. years, after which it may be denounced at three 
months notice. Lastly •. 1t ~ proVIded, al~ m accordance with the above-mentioned principles, 
that the. Customs consolidat~ons and ~uchons granted by the Roumanian Government in the 
.COnve!lho? of Commerce .Will be subject to t~e most-favoured-nation regime. These various 
consolidations and reductions of Customs duties are shown in Annex B 1 

. -pte Roral Roumanian Governme!lt and the German Government, i~ conformity with the 
pnnctpl~s latd down at Geneva, -constder that these preferential Customs duties cannot take 
effect Without the consent of the countries to which the most-favoured-nation clause applies 
and th:'-t they .constitute a. t~mporary exception to that clause. ' 

Wtth a v_:1ew to obt~ the con~nt of the European countries concerned, the two 
Govefl?lll.ents mtend. to submit the ques~on to .the Co-ordination Sub.Committee set up by the 
Comm~sston of Enqurry f?r European Umon at tts_session opening on August 31st, 1931. 

I should be grateful if you would transmit this communication to the Governments of the 
countries rep~esented on the Commission of Enquiry for European Union, and if you would arrange 
for the question to be placed on the agenda of the next session of the Co-ordination Sub.Committee. 

Appendix. 

[Translation supplied by German Got•ernment.] 

(Signed) D. J. GHtKA, 

Minister of Foreign A/lairs. 

?PECIAL PROTOCOL TO ANNEX A OF THE GERMAN-ROUMANIAN COMMERCIAL TREATY, REGARDING 

THE APPLICATION OF PREFERENTIAL TREATMENT. 

The German Government reserve the right to extend the preferential concessions regarding 
the importation of maize and barley as animal fodder into Germany, as granted to the Roumanian 
Government by the present treaty, also to Bulgaria, Yugoslavia and Hungary. 

It is understood that any further advantages that may be granted by Germany to the above
named countries for these products shall likewise be extended to Roumania. Germany will 
not grant any preferential concessions regarding maize and barley as animal fodder to any other 
countries than Bulgaria, Yugoslavia and Hungary. 

If the German Government increases the import duties on maize or barley as animal fodder, 
or alters temporarily the existing regime for these products, or raises the monopoly sales prices 
of the various kinds of maize as against the average prices ruling in 1931, and ~f the Roumanian 
Government considers that the sales of Roumanian barley as animal fodder and of Roumanian 
maize in Germany would be interfered with by such a measure, the Roumanian Government 
shall be entitled to demand immediate negotiations for the purpose of bringing about an adjustment. 
If such negotiations do not take place, or if they do not lead to agreement within one month 
from the date on which the demand of the Roumanian Government reaches the German Govern
ment, the Roumanian, Government shall be entitled to denounce prematurely the present treaty 
by giving not less than one month's notice. 

The German Government undertake to see that the German Maize Office (Reichsmaisstelle), 
in acquiring imported maize, shall not treat Roumanian maize less favourably than maize from 
other countries of origin. 

If, and so far as, the German Maize Office, under the powers given to them by Section 3 of 
the German Maize Act (Reichsmaisgesetz) of March 26th, 1930, buys and imports maize from 
abroad exclusively or in a considerable quantity (i.e., in any calendar year more than S per cent 
of the imports in the preceding year), the German Maize Office shall be bound to see that the 
Roumanian share therein shall not be less favourable for Roumania than the Roumanian share of 
the total German maize imports in the years 1925 to 1928. The German Maize Office shall purchase 
in Roumania the quantity of maize which, in this way, represents Roumania's share. This rule 
shall not apply to purchases of maize up to 5 per cent of the Roumanian share of the. total German 
maize imports as averaged during the years 1925 to 1928, if, for technical or commercial reasons, 
the maize cannot be purchased in Roumania. The German Maize Office shall, in every case, notify 
the Roumanian Government of any purchases of maize in Roumania and shall, as far as possible, 
respect any wishes and suggestions expressed by the Roumanian Government. In the case of 
such purchases, consideration shall be given to the preferential treatment of maize as agreed upon 
in the present treaty. . . 

Should in consequence of measures taken by the German Matze Office, the Imports of 
Roumanian' maize into Germany, according to German official statistics, drop during the first 
year after the signing of the present treaty by more than 15 per cent below the average of the years 
1925 to 1928, the Roumanian Government shall be entitled to the same rights as provided by 
Section 2 hereof. . · 

Under the rules laid down in the Annex to the • Final Act " of the Second International 
Conference with a view to Concerted Economic Action (League of Nations official document 
A.E.C.17(1), dated November 28th~ 1930)~ the Roumania~ Government s~all be bound to see that 
the preferential duties on Roumaman matze and Roumaman barley as animal fodder, as conceded 

1 ~ot reproduced. 
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hall in an calendar year, not be applied to qua!ltities ex~eeding the normal 
by G~~any, s • Y. oducts that have previously been Imported mto Germany. On 
quanti:•~ ~~ ~~~~~:e~~:::r,~ !:ming to render each other at any time information regarding the 
requtities

0
of these Roumanian products imported into Germany. 

quanThe Customs Authorities of the contracting parties shall, if nece~sary, .agree on measu!es. 
calculated to prevent any abuse of the preferential treatment of Roumaman ~atze and Roumaman 
barley as animal fodder, as agreed upon in the present treaty, to the detnment of one or both 
contracting parties. 

DoNE at Geneva in duplicate, June 27th, 1930. 

ANNEX 8. 

(Signed) PossE, 
Cezar PoPESCU. 

Official No C.507.M.213.1931.VII. 
[C.E.U.E.49.) 

PREFERENTIAL CUSTOMS DUTY ON WHEAT OF HUNGARIAN ORIGIN 
IMPORTED INTO GERMANY. 

Note by the Secretary-General: 

The Secretary-General has the honour to communicate to members of the Commiss~on of 
Enquiry for European Union two letters with annexes (A and B)1, dated August 24th, wh1ch he 
has received from the German and Hungarian Governments respectively. The se~ond annex.(B)1 

referred to in the letters will be circulated in due course in German as soon as coptes are recetved 
at the Secretariat. 

At the request of the two Governments, these documents are submitted for examination to 
the Economic Co-ordination Sub-Committee. 

I. LETTER FROM THE GERMAN GOVERNMENT TO THE SECRETARY-GENERAL 
OF THE LEAGUE OF NATIONS. 

[Translation supplied 
by German Government.] Berlin, August 24th, 1931. 

The German and the Royal Hungarian Governments have, on July 18th, 1931, signed a 
Commercial Treaty which, as regards the importation into Germany of Hungarian wheat, provides 
for a preferential rate of duty amounting to 75 per cent of the general tariff rate in operation at 
any given time. The preferential duty does not apply to wheat imported for the manufacture of 
wheat starch nor to hard wheat imported for the manufacture of hard wheat semolina, the manu
facture in both cases being controlled by the Customs authorities. The procedure to be adopted 
in connection with this preferential tariff is determined by certain provisions of the Final Protocol 
to the Commercial Treaty, of which I have pleasure in enclosing a copy. 

In agreeing upon the preferential tariff, the German and the Royal Hungarian Governments 
followed the principles laid down in connection with such preferences at the various international 
conferences held at Geneva under the auspices of the League of Nations. In this connection, 
I should like to point out, in particular, that under the provisions of the Final Protocol, of which 
a copy has been enclosed, the Royal Hungarian Government undertakes to see to it that, in any 
calendar year, the preferential duty on wheat granted by Germany shall not be applied to quantities 
exceeding the Hungarian requirements as to the exportation of wheat into Germany on the basis 
of the present wheat areas under cultivation in Hungary. The rule laid down internationally, 
according to which preferential duties are only to be a temporary exception and shall not remain 
in force any longer than the agricultural crisis in the countries of South-Eastern Europe is going 
to last, finds its expression in the fact that the German-Hungarian Commercial Treaty has been 
concluded for a period of two years only, and can, thereafter, be denounced with three months' 
notice. Finally, it is in accordance with the principles mentioned that all tariff consolidations and 
~ariff reductions conceded by the Royal Hungarian Government in this Commercial Treaty, partly 
m return for the preferential duty granted by Germany, are subject to the most-favoured-nation 
clause. The extent of these tariff consolidations and tariff reductions is shown in Annex B. I 

In accordance wit~ t~e principles laid do~ at Geneva, the German and the Royal Hungarian 
Gove"!ments are of opm10n that the preferential duty can only become operative as a temporary 
exception to the most-fav.oured-nation treatment if the most favoured nations agree to such a 
measure. . In order to brmg about such an agreement on the part of the European countries 

• Not reproduced. 
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concerJ?ed, _the German an? the Roy~ Hungarian Governments propose to submit the matter to the 
Co-ordin~t10n Sub-Comm1~tee ap~mted by the Commission of Enquiry for European pnion, at 
the meetmg of the_Com':mttee ":h1c~ begins on August JISt, I9JI. 

I shall feel obl.ged, if you will kmdly transmit the above communications to the Governments 
of the States represented on the Commission of Enquiry for European Union, and have the 
matter enteredon the agenda of the next meeting of the Co-ordination Sub-Committee. 

(Sign~d) CuRTil'S. 

II. LETTER FROM THE HUNGARIAN GOVERNMENT TO THE SECRETARY-GENERAL 
OF THE LEAGUE OF NATIONS. 

[Translation.] Budapest, August 24th, 19JI. 

On July x8th, I9JI, a commercial treaty between Hungary and Germany was signed at 
Geneva, providing for a preferential Customs duty on wheat of Hungarian origin imported into 
Germany. The extent of the preference is 25 per cent off the general rate. The procedure for the 
application of this preferential duty is laid down by the Final Protocol of the Treaty, of which 
the relevant text is attached (see Appendix). 

In coming to an agreement,on the above mentioned preference, the Hungarian and German 
Governments have taken as a basis the principles laid down in the course of a number of conferences 
held under the auspices of the League of Nations. As is made clear in Annex A, the preferential 
duty will apply only to quantities of wheat corresponding to the amount Hungary requires to 
export to Germany on the basis of existing Hungarian axeas under cultivation. 

The Treaty has been concluded for two years, and may be denounced after the expiry of 
these two years on three months' notice being given. The principle that a preference may only 
be granted exceptionally and for the duration of the existing agricultural crisis in the States of 
Eastern and Southern Europe is thereby safeguarded. 

The other fundamental rule, whereby the preference must 'be unilateral, has likewise been 
respected. The reductions and consolidations of Customs duties granted by Hungary in 
.compensation for the preferential duty on her wheat are covered by the most-favoured-nation 
clause. The list of Hungarian concessions is attached (Annex B 1). 

The Royal Hungarian Government and the German Government are in complete agreement 
that the preference in question may only be put into force as a temporary derogation to the 
most-favoured-nation clause with the previous consent of all nations enjoying the advantages 
of this cia use. 

It is for this reason that they have decided to submit this question to the Economic 
Co-ordination Sub-Committee, set up by the Commission of Enquiry for European Union, at its 
next session, summoned for August Jist, in order·to obtain the approval of the Governments 
represented thereon. 

I therefore take the liberty of asking you to have this question put on the agenda of the next 
meeting of the Economic Co-ordination Sub-Committee. 

Appendix 

For the Minister: 

(Signed) KHUEN-HEDERVARY, 

Envoy Extraordinary and 
Minister Plenipotentiary. 

EXTRACT FROM THE FINAL PROTOCOL TO THE GERMAN-HUNGARIAN CoMMERCIAL TREATY 

OF jULY 18TH, 19JI. 

[Translation supplied 
by German Government.] 

Ad Annex A, re Tariff item No. z: 
The preferential duty f?r ~heat as agreed upon does ~ot apply to the tariff rates provided 

for in the notes 1 and 2 of tariff 1tem No.2 of the German Tanff. . .. 
The German Government reserve the right to grant the preferential duty on wheat to Bulgana 

Yu oslavia and Reumania as well. Any further privileges gran~ed by Ge~any t? th1 
abogve mentioned countries with regard to wheat shall, at the same hme, be parhclpa_ted m b} 
Hungary. Germany will not gran~ a preferential duty on wheat to any other countnes excep1 
Bulgaria Yugoslavia and Roumama. . f 

Under the rules contained in the annex to the Final Act of ~he Secon~ International Con erenc~ 
with a view to Concerted Economic Action (League of Nations official document A.E.C.17(1,, 

•Not~uced. 



ol November 28th, 1930) the Hungarian Government is bound to see to it tha~ in any cale~~ar 
h l ti .. 1 duty on wheat granted by Germany shall not be applied to quantities . 

Year t e pre eren a . · f h t · t G th b · 
d. g' the Hungarian requirements as to the Importation o w ea m o ermany on e as1s excee m I. . . H 

of the present wheat areas under cu bvatJon m. unga~. . . · 
The Customs Authorities of the contractmg part1es w1ll, if necessary, agree .on measu~es 

calculated to prevent any abuse to the detriment of both, or of o~e, of the contractm~ countnes 
of the preferential treatment as agreed upon in the present treaty w1th regard to Hunganan wheat. 

Series uf Publica/ions: 1931. Vl1.12. 

ANNEX 9. 

Official No.: C.486.M.20J.193I.VII. 

[C.E.U.E.44.] 

POSITION OF GREEK AGRICULTURAL PRODUCTION. 

Nole by the Secretary-General: 

The Secretary-General has the honour to transmit to the members of the Commission of 
Enquiry for Europe.an Unio~ a memorandu~ which was .c?mmunicated t<? him by the G~eek 
Government and which contams a general rev1ew of the pos1bon of Greek agncultural production. 

This document was prepareCI. in accordance with a resolution adopted by the Commission. at 
its session in May (document C.Jgs.M.rs8.I9JI.VII, page rg2, No. 7. paragraph S) conc~mmg 
the inclusion in the Co-ordination Sub-Committee's agenda of the question of the extens10n of 
special facilities to agricultural products other than grain. 

MEMORANDUM FROM THE GREEK GOVERNMENT. 
[Translation.] 

It was not without very weighty reasons that the Vice-President of the Council and Minister 
for Foreign Affairs of Greece, at the third session of. the Committee of Enquiry for European 
Union, urged that the special facilities, the grant of which is under consideration in the case of 
Central European cereals, should be extended to agricultural products other than cereals. 

The accession to the Greek proposal of a number of other equally interested delegations 
affords further proof that the .proposal deserves the attention of the Committee at least as much 
as the applications of the cereal-producing countries of Central and Eastern Europe. 

The agricultural depression from which Greece and other countries with similar products are 
suffering is not one whit less serious than the depression prevailing in cereal-producing countries. 

A picture of the agricultural crisis in Greece may be found in the memorandum by 
M. Caramanos, Director-General at the Ministry of Agriculture, which is contained in the volume 
on the agricultural crisis recently published by the Secretariat (document C.2Jg.M.IOS.I9JI.II.(B). 

After giving an account of the general phenomena of economic distress to be met with in 
Greece, as elsewhere in Europe, the memorandum enumerates special circumstances arising out 
of the settlement of the refugees, which, added to the other difficulties, have seriously aggravated 
the agricultural crisis. . · 

It should be borne in mind that the agricultural population of Greece amounts to 65 per cent 
of the total population. . · 
. The principal symptoms of the crisis are, first, the fall in prices and, secondly, the decline 
m exports. The form~r development ~ to a great extent a r~sult <?f the latter. The export 
market, for reasons wh1ch need not be g1ven here, has to cope w1th pnces which are much below 
t~e cost p~ce of exported ~roducts. The producer is consequently faced with the following 
dilemma: either he must contmue to produce for export with the certainty of not earning even the 
cost of pr?<~uction, or he must turn his attention to the home market. But the home market is 
glutted w1th surpluses. Hence the collapse in prices. 

. ~1. Caramanos •. in his memorandum, gives a table showing the decline in the export of the 
pnnc1pal Greek agricultural products (tobacco, oil, wine, raisins, etc.). Below will be found tables 
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sho·wing the difference between the cost price of these products and the sale price they are fetching 
at present. 

I. TOBACCO. 

The tobacco production in Greece is of immense importance. As already stated, agriculture 
accoun~s for 65 per cent of the Greek population. Tobacco-growing alone accounts for 14.5 per 
cent-..e., for 900,000 persons, or about one-seventh of the total population. 

In values, the proportion of the tobacco exported in relation to the total volume of exports is even 
greater. In I929, it amounted to 56.52 per cent (J,948.SSJ,ooo drachmre out of a total of 
6,985,196,ooo drachmre), and in I930 to 57-IS per cent (J,J82,00J,OOO drachmre out of a total of 
5,9I7,846,ooo drachmre). 

M. Caramanos gives in his memorandum the quantities of tobacco exported in 1929 and 1930 
(reduction of I.7 per cent) and the values in the same years (reduction of 12.8 per cent). 

New figures are now available for the I930 harvest and its marketing between September 1st, 
I9JO, and May JISt, I9JI. This period may be taken as virtually the equivalent of a year, since 
it includes the months during which the best part of the trade takes place; in the three months of 
the dead season there is little hope of any increase in the total sale figures. 

As compared with 50,055 tons exported in I929 at 78,88o drachmre per ton, and 49,195 tons 
exported in I9JO at 68,750 drachmre per ton, only 37,540 tons were sold during the period September 

· Ist, I9JO, to May Jist, I9JI, with a total value of 99I,2oo,ooo drachmre (26,400 drachmre per ton), 
which represents a further reduction of 23.7 per cent in the quantities and 61.6 per cent in the 
prices. 

As regards the quantities, there may be a chance (though, as stated, it is only a slight one) 
of an improvement in the months June-July-September 1931; but the position in regard to prices 
is bound to grow worse, since, in the first place, the best qualities have already been sold, and, 
in the second place, the fall in prices is always more marked at the close of the season. 

As stated, the sale price of tobacco shows an average fall from 78.88 drachmre per kilogram me 
in 1929 and 68.75 drachmre in 19JO to 26.40 drachmre. This figure is averaged on the prices _of 
different qualities graded in seven classes as in the following table (which also shows the quantities 
and values per class of tobacco sold between September 1st, 1930, and May Jist, 1931): 

Quantity Value 
Average oale price 

Class of tobacco per kilogramme 
Kilogram mea Drachmae Drachmae 

I. Thrace . . . . . • . . . . • I J,700,000 126,sso,ooo J4.20 
II. Eastern Macedonia . . . . . • I u,6Js,ooo 407 .s6o,ooo 35--

III. Central and Western Macedonia . I 5.670,000 126,6JO,OOO 22.J5 
IV. Thessaly and Phthiotis •. • . . 

I 
5,8oo,ooo 97.880,000 16.85 

v. JEtolia, Acarnania and Epirus • . 4,810,000 126,180,000 26.25 
VI. Attica and the Islands • . • . 4.515,000 95.550,000 21.15 

VII. Peloponnese . . . . . • . . • 1,410,000 1o,8so,ooo 7·70 

· Total • . • . . . . . 37.540,000 991,200,000 26.40 

" . 
The following table shows the items which constitute the cost price of high-grade tobacco 

from Eastern Macedonia: 

Labour . . .• 
Cost of planting 
Watering 

• 

Cost of Production per Deciare. 

• 

Cost of sowing . . . . . . . . . . . 
Cost of weeding (five women's wages) • 
Cost of harvesting (twelve men's wages) 
Cost of treatment • • 
Fertilisers . . .· . . . . . . . . . . . . 
Dryin.g . . . . . . . . . . . . . . . . 
InsUiance against hail . ·. . • • • • • • . • . . : . 
Insurance against fire and mterest on workmg capital 
Interest on fixed capital • . • • . • . . • • . • . . 
Overhead costs and unforeseen expenditure . 

Total •••• 

Drachmz 

400 
280 
125 
375 
ISO 
6oo 
Boo 
200 
75 
75 

400 
400 
120 

The average yield per deciare in this district is 75 kilogrammes, so that t~e cost per 
kilogramme works out at 53-35 drachmre, or I8.35 drachmre more than the sale pnce. 
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It is the same with the other classes of tobacco, as will be seen from the following table: 

Difference 
Average cost 

Class of tobacco 
Average cost Average Average sale price between cost 
of production yield per of production· of production (see above) per kilogramme 
per deciare dcciare per kilogramme Drachmz and sale price 
Drachmz I<ilogrammes Drachmz Drachmz 

I . . . . . . . 3,500 70 so.- 34-20 -15.80 
II . . . . . . . 4,000 75 53-35 35·- -18.35 

III . . . . . . . 2,000 85 . 23-55 22.35 -1.20 
IV . . . . . . . 1,250 8o 15.65 16.85 + 1.20 
v . . . . . . 2,500 8o 31.25 26.25 -s.-

VI . . . . . . 1,250 75 16.65 21.1.5 + 4-50 
VII . . . . . . . 750 100 7-50 7·70 + 0.20 

There is no possibility of cutting down the cost of production, as a glance at the figures 
of the wages paid will show. 

Fifty drachmre (3.35 gold francs) per man per day and 30 drachmre {2 gold francs) per 
woman---5uch are the wages in Macedonia, where the cost of production per deciare is 4,000 
drachmre. In other districts, where the cost of production is much less, as the preceding table 
shows (3,500 drachmre in Thrace; 2,500 drachmre in JEtolia, Acarnania and Epirus; 2,000 drachmre 
in Central and Western Macedonia; 1,250 drachmre in Thessaly, Phthiotis, Attica and the 
Islands; 750 drachmre in the Peloponesus), wages are very much less. 

The total loss occasioned by selling below the cost of production during the period under 
consideration is shown in the following table: 

Class of tobacco Quantity sold Loss (-) or profit ( +) Total loss (-) or profit ( + ) 
(see above) Kilogrammes per kilogramme Drachmz Drachmz 

I . . . . . . . 3,700,000 --15.80 - 58,46o,ooo 
II . . . . . . . . II,6J5,000 -18.35 -213,502,000 

III . . . . . . . . 5.670,000 - 1.20 - 6,804,000 
IV . . . . . . . 5,8oo,ooo + 1.20 + 6,g6o,ooo v . . . . . . . . 4,810,000 -s.- - 24,050,000 
VI . . . . . . 4.515,000 + 4-50 + 20,317,000 

VII . . . . . . . 1,410,000 + 0.20 + 282,000 

Thts amounts to a total difference of 275,256,750 drachmre, or some 18,5oo,ooo gold francs. 

II. OIL. 

Cost of Production per Deciare. 

Cost of cultivation . . . . . . 
Cost of pruning. . . . . . . . 
Cost of harvesting and pressing 
Fertilisers . . . • • . • . • • 
Various taxation . . . . . . . . . . . • 
Overhead costs and insurance against hail. 
Interest on working capital . . . . . . . 
Interest on fixed capital. . . . . . . • • 

.. Drachmz 
6o 
50 

150 
75 
50 
30 
30 

225 

Total . . . . . . . . . . . . . . . . . . . . . . . 67o 
The average yiel? per deciare is 32 kilogrammes, so that the cost of production works out 

a~ 21 ?rachmre per kilogramme. The sale price averages II drachmre per kilogramme, so that 
t ere lS a loss for the producer of 10 drachmre per kilogramme, or 320 drachmre per deciare. 

III. WINE. 

Cost of Production per Deciare. 

Cost of cultivation 
Sulphur treatment : : : : : : : : : : : 
Cost of gathering and pressing . . . . . . 
Overhead costs and unforeseen expenditure 
Interest on working capital . . . • . . • 
Interest on fixed capital. 
Amortisation of plant . . 

Total . . . . . . . • • • • • • • • • • • 

Drachmz 
JOO 

go 
16o 
30 
6o 

275 
IIO 

1,025 



The average yield per deciare is 400 kilogram~es, so that the cost of production works out 
at 2.50 drachmre per kilogramme _(cost of production of average quality wine; other qualities 
r~nge from _1.75 drachmre per kilogramme up to 3.25 drachmre per kilogramme for the 
h1ghest quality). 

Taki?g into account the fall _in sale ~rices_ in foreign markets, and deducting cost of transport 
and tr!idmg costs, the producer IS left With no more than 1.80 drachmre per kilogramme; so that 
there IS a loss of 0.70 drachmre per kilogramme, or 280 drachmre per deciare. 

IV. RAISINS. 

Cost of Production per Deciare. 

Cost of cultivation 
Care of plants • • . 
Chemical treatment • 
Cost of gathering . . • • • . • • . • • . 
Overhead costs and insurance against hail 
Interest on working capital . • • • . . • 
Interest on fixed capital. • 

Total . • • • • • • • 

• 

• 

• •• • 

Drachma! 

JIO 
250 
240 
125 
IIO 
140 
soo 

1.675 

The average yield per deciare is 6oo Venetian pounds, so that the cost of production works 
out at 2.8o drachmre per pound. The average sale price is 2.20 drachm~e per Venetian pound 
so that there is a loss for the producer of o.6o drachma per pound, or 360 drachmre per deciare. . . 

• • • 
The outcome of such a situation is obvious. The producer, working at a loss, is compelled 

to contract new debts in order to continue to grow his crops and satisfy his personal requirements 
-a purely temporary palliative which is worse than the original evil. The interest payments 
on the new loans augment the cost of production, and the position of the producer becomes 
more and more critical. Compelled to make petty economies in order to provide for current 
cash requirements, he is unable to improve his methods of cultivation and thereby reduce his 
cost of production. Again, the rate he has to pay for his loans will be increasingly usurious in 
proportion as his position is affected, particularly as there is scant prospect of his marketing 
the whole of next year's crop, which constitutes the security for his borrowing. 

The banks themselves, in order to avoid being involved in heavy losses, are compelled to 
restrict their agricultural business to a minimum, and continually to raise the terms on which 

. they are prepared to finance producers. 
The latter, accordingly, are faced with complete ruin. To say nothing of the social perils 

which such a catastrophe would involve, it is easy to imagine the effect on the balance of 
payments of a country like Greece, in which agricultural produce constitutes the principal wealth 
out of which.the country has to pay for its purchases and finance the service of its debt to other 
countries. 

• • • 
The State has done all in its power to cope with this situation. M. Caramanos' memorandum 

gives an account of what has been done. 
The proposal for the establishment of an international agricultural credit organisation, 

with which the Greek Government warmly associated itseH from the first, cannot fail to bring 
relief to the producers. 

But these measures are, unfortunately, not enough. The crisis goes beyond the limits of 
the Greek national economy. It is too serious and too deep-seated to allow of a solution by anyt~ing 
less than international action. The urgent need for such action appears to have been recogn!sed 
in the case of the cereal-producing countries. The Greek Government believes it to be 
indispensable that such action should be extended to include the agricultural products of Greece. 

ANNEX 10. 

CONCLUSIONS OF THE ECONOMIC COMMITTEE ON THE PROBLEM 
OF THE TRADE IN AND TRANSIT OF FARM PRODUCTS 

OF ANIMAL ORIGIN. 

(Extract from Document C.427·M.I77-I9JI.II.B.) 

The Veterinary Delegation of the Economic _Commi~tee drew up, _after a Ires~ consultation 
with the experts, a third preliminary draft of an mternabonal Convention con~ernmg the export 
and import of products of animal origin (other than meat, meat preparations, fresh ammal 
products, milk and milk products). . 
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The Committee therefore had before it, at its present session, three preliminary drafts of a 
veterinary Convention concerning: 

(a) The campaign against contagious diseases of animals;. . . 
(b) The transit of animals, meat and other prod!lcts of .a~umal ongm; 
(c) The export and import of l?roducts ~f ammal ongm (other than meat, meat 

preparations, fresh animal products, milk and milk products). 

The Committee examined these proposals with the assistance of the Chairman and the 
Rapporteur of the Sub-Committee of Experts. . . . 

The Chairman and the Rapporteur stated th~t the experts were unamm~msly of the o~ll?-IOn 
that these three preliminary draft~, while constituting but a ~rst stel? ~owards 1m proved cond1hons 
in the international trade in ammals and products .of ammal. ongm, .presented very valu~ble 
elements of progress in th~ org~nis~tion of the vetennary services and m the camp~1gn agam~t 
the alarming spread of ep1zoobc diseases. The drafts. were also calcul~ted to :f~cilitate tra~s1t 
and accurately and scienti~cally ~<? regulate the trade m products of an1mal ongm, trade wh1ch 
had hitherto shown much mstability. · 

The Economic Committee, sharing to the full the opinion of the experts and making use of 
the authorisation previously granted to it by the Council for the purpose, is asking the Secretary
General to communicate these three preliminary drafts to the Governments and to request them 
to submit their observations, while at the same time stating whether they regarded the drafts 
as likely to serve as a basis of discussion at an International Diplomatic Conference. 

ANNEX 11. 

Official No.: C.354.M.I53.193I.VII. 
[C.E.U.E.34.] 

[C.3gs.M.rs8.rg3r.VII. {Extract)]. 

DRAFT PROTOCOL OF ECONOMIC NON-AGGRESSION 
THE GOVERNMENT OF THE UNION OF 

PROPOSED BY 
SOVIET SOCIALIST 

REPUBLICS. 

The representatives of the undersigned European countries, 

Recognising tha~: 

(a) The mitigation of the crisis which has overtaken the national economy of most 
countries requires, in addition to abstention from war as a means for the solution 
of international conflicts, the complete cessation of all forms of economic aggression, both 
avowed and concealed, by any countries or groups of countries, against any other countries 
or groups of countries; 

(b) The cessation of economic aggression is an essential condition for the peaceful 
co-operation of States in the sphere of economics, irrespective of their political-economic 
systems; 

{c) The cessation of economic aggression would help to put an end to the present 
at~o~phere of mistrust, uncertainty and alarm, weighing so heavily upon the economic 
position; 

And hoping that all other countries inspired by their example will join this Protocol, 
Have decided to recommend their Governments to sign the following Protocol: 

I. !fie contracting parties once more solemnly confirm the principle, proclaimed at the 
lntern.atlon~ Eco!l?mic Conference of 1927, of the peaceful coexistence of countries, irrespective 
of the1r soc!al-pol~tlcal and economic systems. · 

2. The part1~s undert~ke in their mutual relations to forego any discrimination whatever, 
and .to ~ega~d as .mcompatlble with the principles of the present Protocol the adoption and 
apphc~t10~ 1~ the1r respective countries of a special system directed against one or more of the 
countn~ s1grung the present ~rotocol or not applicable to all other countries. 

T.his .Prot~ol ~ill b~ ratified and come into force between those of the contracting parties 
wh? giVe m the1r ratification papers to the President of the Commission for the study of a European Umon. 

. This. Protocol may ~ subscribed to by all States in the world. Notification of adherence 
~ill be.g~ven to th~ President of the Commission for the study of a European Union, and it will 
1mmedmtely come mto force .between the State subscribing to it, and all other parties to it. 
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The President of the Co~issio1_1 for the study of a European Union will notify all parties 
to the Pr?tocol of every new ratification or of every adherent, as soon as ratification papers have 
been rece1ved. 

. O{ficie~l No.: A.J8.I9JI.VII. 
ANNEX ll. 

LETTER TO THE PRESIDENT OF THE TWELFTH ASSEMBLY, FROM 
THE CHAIRMAN OF THE FOURTH SESSION OF THE COMMISSION 
OF ENQUIRY FOR EUROPEAN UNION COMMUNICATING THE 
RESULTS OF THE COMMISSION'S WORK SINCE ITS THIRD SESSION. 

Geneva. September sth, 1931. 

The Assembly has received a report by the Secretary-General on the work done by the 
Commission of Enquiry for European Union from its formation down to the end of May. 

· I have now the honour to inform you of the work done~by the Commission of Enquiry since 
that date. The result of this work is summarised in the report of the Co-ordination Sub-Committee 
(document A.J6.I9JI.VII), to which are appended the reports of the various special commit
tees of the Commission of Enquiry, and other relevant documents . 
. · At its meeting of September 3rd, the Commission of Enquiry, being in general agreement 
with the views therein expressed, adopted the above-mentioned report, on which the attached · 
resolutions are based. The Commission of Enquiry does not think it proper, however, to take any 
action on these resolutions until they have been laid before the Assembly. . 

(Signed) G. MorrA; 

Appendix. 

RESOLUTIONS BASED ON THE REPORT OF THE CO-ORDINATION SUB-COMMITTEE. 

I. - ECONOMIC RELATIONS AND INDUSTRIAL ORGANISATION. 

The Commission of Enquiry for European Union: 

(a) Decides to forward the report of the Sub-Committee of Economic Experts to the 
Governments of the States represented on the Commission, and to request them to send 
in their observations before January rst, 1932, if possible. . . . 

. At the same time it requests the Council of the League of Nahons to mstruct the Econon_nc 
Committee of the League to study, on the basis of the preparatory work done by the Sec~etanat 
and having regard to the observations o~. Governments, the complex of p~oblems ra1sed ~y 
the idea of the • economic rapprochements recommended by the Sub-Committee of Econom1c 
Experts; . . 

(b) Requests the Council to ins~ruct the Econom1c Comm1tte~ to resume and pursue 
its consultations concerning the most. Important branc~];es of production.. . 

Based on the idea of • econorruc rapprochement , these consultations should giVe all 
those concerned, without exception, an opportunity of exam~ning together the bes~ m~thods 
of ensuring a better organisation of each br~n~h of produ~t10n and of thus contnbutmg to 

· the work of solidarity pursued by the Comm1Ss1on of Enqmry; . 
(c) Calls the Council's attention to the advantage there would be if arrangements were 

made for ·a full exrunination of the possible repercussions of the various schemes for 
economic rapprochement on the interests of non-European States. 

II. - CREDIT PROBLEMS. 

The Commission of Enquiry for European Union: . 

(a) Notes with interest the report of the Committee on Credit Probl_ems; . 
(b) Re uests the Council to give instructions for the study at the e~rhest pos~1ble date 

with the ass~tance of M. Francqui, Minister of State, of the scheme subm1tted by h1m to the 
Sub-Committee of Economic Experts; • · 
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(c) Notes that the International Institute of Agricu~ture proi?Oses to ~old a con~ere':lce 
shortly in order to come to a final decision as to the creation of an mtemahonal orgamsahon 
for short-term agricultural credits. 

III. - AGRICULTURAL QUESTIONS. 

The Commission of Enquiry for European Union: 

(a) Is of opinion that a s~ecial committee like the Cereals Coll}mittee. should consider, 
on the basis of the principles la1d down at the Second Conference w1th a V1ew to Concerted 
Economic Action and by the Cereals Committee at its session in June 1931, whether and under 
what conditions the extension of special facilities to agricultural products other than grain 
could be contemplated, regard being paid to the reservations made by various delegations 
on this subject; . 

(b) Request~ t~e Council t? instruc~ the Econom~c Commit~ee to consider the expe~iency 
of preparing a prehmmary draft mternat10nal convent10n on the 1m port and export of ammals, 
meat and other products of animal origin. 

IV. - UNEMPLOYMENT. 

The Commission of Enquiry for European Union: 

(a) Draws the attention of the Council to the desirability of asking the International 
Labour Office to summon a Technical Placing Conference to meet upon the terms and with 
the agenda suggested in the report of the Unemployment Committee; . 

(b) Requests the Council to entrust the Committee of Enquiry set up for this purpose 
by the Communications and Transit Organisation with the examination of any schemes for 
public works of European interest submitted by Governments to the League. This Committee 
should be completed by the addition of representatives of the International Labour Office 
and, if necessary, of the competent organs of the League; 

(c) Requests the Council to submit for examination by the competent organs of the 
League the suggestions made by the International Institute of Agriculture and endorsed by the 
Unemployment Com·mittee, with a view to the co-operation of the various factors of production 
for the exploitation of territories not utilised. This examination should be carried out in 
concert with the Unemployment Committee .. 

V. - PACT OF EcoNOMIC NoN-AGGRESSION. 

The Commission of Enquiry: 

Considers that a special committee should be set up to examine the Pact of Economic 
Non-Aggression as soon as this proposal has been ap,Proved by the Assembly. 

VI. - LIAISON WITH THE LEAGUE ADVISORY ORGANISATIONS. 

The Commission of Enquiry for European Union: 

Req_u~sts ~he Council to invite the League's Advisory bodies, whose co-operation has 
b;en solicited 1';1 ~he precediil:g resolutions, to establish liaison, in the course of their work, 
With the Comm1ss1on of Enqu1ry, as has been suggested by the Co-ordination Sub-Committee. 
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LEAGUE OF NATIONS 

COMMISSION OF ENQUIRY FOR EUROPEAN UNION 

MINUTES 
OF THE 

FIFTH SESSION OF THE COMMISSION 
Held at Geneva on Sa turJay, September 2 6 t b, 19 J 1. 

MEETING (PUBLIC). 

Held on Saturday, September 26th, 1931, at 5 p.m. 

Chairman: H.E. l\1. Giuseppe !\IoTTA (Switzerland). 

44. Election of the Chairman. 

Sir Eric DRUMMOND (Secretary-General) opened the meeting and invited the CommiHsion 
to elect a Chairman for the present session. 

·On the proposal of Count MENS DORFF (Austria), M. MoTTA was eleclPd Chairman. 

45. Pact of Economic Non-Aggression: Constitution of a Special Committee. 

The CHAIRMAN read two resolutions on the work of the Commission of Enquiry for 
European Union submitted by the Sixth Committee to the Assembly (document 
A.66.1931.VII). 

With regard to the first resolution, the Chairman noted with satisfaction that the 
Assembly had adopted all the proposals submitted by the Commission of Enquiry for 
European Union and approved by the Sixth and Second Committees. 

The second resolution relating to the setting up of a special committee to study a pact 
of economic non-aggression laid two duties on the Commission. The first was the 
appointment of members to sit on the special committee with the representatives of the 
non-European States selected by the Assembly; the other consisted in fixing the date of 
the meeting of the special committee. 

He announced that the Secretariat suggested the appointment of the following countries : 
Belgium, Czechoslovakia, Estonia, Finland, France, Germany, Great Britain, Greece, Haly, 
Latvia, Poland, Roumania, Spain, Sweden, Switzerland, Turkey and the Union of Soviet 
Socialist Republics. 

This proposal was adopted. 

The CHAIRMAN stated, with regard to the dale of the meeting of the special eommiLLee, 
that the Secretariat suggested November 2nd, in view of the desire mnnifested on all sides 
that this problem should be studied as soon as ~ossible .. That date had ~·een selected because 
it coincided with the meetings of other techmcal bod1es connected w1lh European Union 
and would enable certain States to economise by appointing the same representative on the 
various bodies. If the date had to be changed for unforeseen reasons, the States concerned 
would be warned in good time. 

This proposal was adopted. 

46. Question of the Extension of a System of Special Facilities to Agricultural Products other 
than Cereals: Constitution of a Special Committee. 

The CHAIRMA:S read the resolution submitted by the Second C'..ommiltee and adopted 
by the Assembly (document A.75.Hl3l.II.B, resolution 2(b)) relating to the selling up of 
a special committee to study the extension of a system of special facilities to agricul')lal 
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produds other than cereals. He pointed out that the product_s concerned for t~e J?O~ent 
were tobacco and raisins. These products, however, were mentioned rather as an md1catwn, 
and not in a restrictive sense. . 

The Assembly resolution laid on the Commission a new task -. the apl?omtment of the 
members of the special committee and the fixing of the date of 1ts ~eetmg .. Before ~he 
meeting, the Secretariat would endeavour to collect all the nec~ssary mformalion relatmg 
to trade in these products. For this purpose, he asked the delegatwns to see ~hat. a st~tement 
on the question from the point of view of the countries concerned, bearm~ m. mmd. the 
international situation of the trade in these products, should reach the Secretariat, 1f possible, 
by October 15th. It should be brief, but as clear as possible. If other States members 
of the Commission of Enquiry desired the Commission to consider other agricultural products 
they should communicate with the Secretariat before October 15th, giving a brief statement 
of the reasons, with all the necessary information. 

In accordance with a suggestion by the Secretariat, the Chairman proposed the following 
fifteen countries as members of the special Committee : Austria, Belgium, Bulgaria, 
Czechoslovakia, Denmark, France, Germany, Great Britain, Greece, Irish Free State, Italy,~ 
Netherlands, Poland, Spain and Turkey. It was understood that the conclusions of the 
special committee would be examined by the Economic Committee before submission to the 
Commission of Enquiry. 

The above proposals were adopted. 

The CHAIRMAN proposed that the special committee should be convened on October 30th, 
subject to a possible change of which the countries would be notified in good time. 

It was understood that other States would be entitled to submit observations to the 
two committees just set up, should they so desire. 

M. SoKAL (Poland) asked that the time-limit for sending the necessary information 
should not be too rigid. 

The CHAIRMAN replied that it was understood that October 15th was indicated as a 
suggestion and not as the final date. Statements which arrived after that date but before 
the meeting would be taken into consideration. 

The dale of the meeling was fixed for October 30th. 

• 

47. Election of the Chairman and Vice-Chairman for the Coming Year. 

The CHAIRMAN pointed out that, under its rules of procedure, the Commission was 
required each year, after the meeting of the Assembly of the League of Nations, to elect a 
Chairman and a Vice-Chairman . 

. Viscount CECIL OF CnELWOOD (British Empire) proposed the re-election of M. Briand as 
Chairman. 

M_. ~RANDI (Italy) supported the British proposal. At the same time, he thought the 
C?mm1ss!on felt unammously that M. Motta, delegate of Switzerland, should be elected 
V1ce~Cha1rman. Everyone appreciated the zeal with which M. Motta had helped M. Briand 
to d1rect the work of the Commission of Enquiry for European Union. 

1\1. SoKA~ (_Poland) heartily supported M. Grandi's proposal. He was sure all the members 
of the Commission would :-vei~ome the apJ?ointment of M. Briand and 1\1. Motta. He thought, 
however_, that t~e latter, _m v!ew of the h1gh office to which he would be called in the coming 
year, m1ght desire help m h1s capacity as Vice-Chairman. . 

It was true tha~ the rules of procedure provided for the election of only one Vice-Chairman, 
but t~~re ~as. nothmg to prevent the Commission from altering its own rules and appointing 
two \Ice-Chairmen, the s_econd ~o relieve 1\1. Motta of part of his work. 1\1. Sokal therefore 
prop~sed_ that another V1ce-Cha1rman be appointed and he suggested 1\1. Politis. M. Sokal 
~~our,ht 1t unneces~ary to dwell on l\1. Politis's personal qualities. He had done much for 
r e .eague of Natwns and the Commission of Enquiry for European Union M Politis 
Ived m Paris, so that it would be possible for him to get into touch with M. Bri;nd. · 

19321\!b. BRIA
1
ND WfiS elected Chairman of the Commission of Enquiry for European Union for 

y ace amalwn. 

Count BERNSTORFF (Germany) supported M. Grandi's proposal. 

M. GRANDI (Italy) said that if the Com · · d "d d t · 
as sugooested by J\1 Sokal to assi t 1\1 M mi~sion e~I e o appomt a second Vice-Chairman, 
would"'heartily support 1\i Politi: E olta Ill carramg out his duties, the Italian delegation 
necessary for the fulfilme.nt of tl~e omveryofneV:-vouCh ~gree that he possessed all the qualities 

ICC 0 ICC- Birman. 

1\1. PETSCHE (France) slated that the F h d I . 
:\1. Grandi and l\1. Sokal. rene e egahon supported the proposals of 

He added that if 1\1 Briand had Leen 
gratitude for the confijence shown in hi!res~nt he would cert~inly have expressed his 
~1. Bnand was absent. The French dele l: l~ refasons of whiCh everyone was aware, 

~ ga 10n ere ore expressed gratitude on his behalf, 
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and drew attention to the symbolic importance of the fact that at a time when M. Briand 
was proclaimed Chairman of the Commission of Enquiry for European Union, French Ministers 
were leaving for Berlin. 

1\1. Petsche expressed the hope that a new era was opening in the relations between two 
great nations. -

The CHAIRMAN thanked 1\1. Grandi, Count BernstoriT, l\1. Sokal and l\1. Petsche, who had 
proposed his election. After a year's co-operation with 1\l. Briand, he was unable to refuse 
the honour, and in spite of the difficulties of his task he felt it his duty to place himself at the 
Commission's disposal. 

_With regard to l\1. Sokal's proposal he pointed out that, although the rules of procedure 
mentioned only one \'ice-Chairman, there was no objection to the appointment of several. 
M. Politis was so well known that it was unnecessary for the Chairman to praise him. 

M. PoLITIS (Greece) expressed his gratitude to 1\l. Sokal, 1\l. Grandi and M. Petsche. 
He would do his best to justify the confidence shown in him, particularly as he was called 
upon tp collaborate with two statesmen for whom he had the greatest esteem and the most 
profound admiration. · 

M. MoTTA and M. PoLITIS were proclaimed Vice-Chairmen oflhe Commission of Enquiry 
for European Union for the year 1932. 

48. Date of the Next Session of the Commission. 

On the proposal of the CHAIR11!AN, lhe nex_t session o/ the G_ommission w~s fiJ:ed for 
January 1932, during the Council sesswn or some ttme before tl1e opemng of the st•sswll. 

The CHAIRMAN declared the session closed. 
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Geneva, November sth, I9JI. 

LEAGUE OF NATIONS 

COMMISSION OF ENQUIRY FOR EUROPEAN UNION. 

REPORT BY THE SPECIAL COMMITTEE TO EXAMINE 
THE DRAFT PACT OF ECONOMIC NON-AGGRESSION. 

The Sp~cial Committee set up to examine the draft Pact of Economic Non-Aggression 1 at 
~mce apprec1ated th~ lofty .and equital_>le l!lotives on which this proposal was based, and expressed 
1ts approval of the mtenhons .by wh1ch 1ts authors had been guided. 

But as soon as the Comrmttee approached the detailed examination of the draft it realised 
the ne.cess.ity of obt~ining ~xac~ informatio!l as to its scope, its implications and the u:tcertaintirs 
to wh1ch 1ts text m1ght giVe nse. Accordmgly, a certain number of questions were put by the 
members of the Committee to the Soviet delegation.• 

I. 

The chief preoccupation of the majority of the members of the Committee was to discover 
whether and in what manner it would be possible to draw up between States having such dissimilar 
economic and social systems as the Union of Soviet Socialist Republics and other countries a 
Convention which, while taking due account of these diffarences, would nevertheless be sufficiently 
definite to avoid all ambiguity. 

It was pointed out, in particular, that the consequence of the existence of a foreign trade 
monopoly in the Soviet Union was that, notwithstanding an undertaking entered into by the 
State to apply equality of treatment to all the other contracting parties, the same State acting 
as trader might, at least in theory, infringe its undertaking without its being possible for the 
injured party to prove any discriminatory intention, since the detrimental situation of which 
such party would complain would be a,hatural consequence of the economic system in force. 

It appeared to some that this situation was further aggravated by the fact that the Union 
of Soviet Socialist Republics, as a consequence of its economic organisation, was in a position to 
encourage exports abroad without, they maintained, paying any attention to the traditional 
factor of the cost price of the goods exported, an assertion which the Soviet delegation emphatically 
denied. Certain members of tM Committee expressed the opinion that negotiations conducted 
on a bilateral basis might have some prospect of surmounting the difficulties which appeared to 
them insurmountable from the point of view of concluding a collective pact. . 

To these observations, the authors of the draft replied that, in their view, the pact should, 
above all, rest on the mutual good faith of the contracting parties. They added that the situation 
from the point of the possible intervention of the State in the economic sphere, which was often 
described as the antithesis of the system in force in the so-called capitalist count;ies, was, in 
reality, not so diffe~ent as it appeared at first sight. Recently, there had ~een ~ grow1!lg t.endency 
in capitalist count~s for the State to take charge of the national economic pohcy, wh1ch mvolved 
measures such as Ufiport and export restrictions, control of the exchanges, Government mono
polies, etc. Moreover, the authors of the draft pact considered that, despite her special.eco!lomic 
system, the Union of Soviet Socialist Republics was perfectly able to assume an obl_1gahon of 
non-discrimination, equivalent to a positive guarantee. They recalled the fact that the1r country 
had on several occasions, been led to promulgate laws prohibiting the purchase of goods in ~ 
particular country by way of reprisals. In undertaking ~ot ~o discriminate,. the Soviet U.nion 
would have to refrain from promulgating such laws of exclusiOn m future, and thiS would constitute 
a guarantee for all the other signatory States. 

• See document C.354. M.rs:P9JI.Vll. . · . · · 
1 The Minutes of the session contain " summary of these questions prepared by the Secretariat, and the reply 

of the Soviet delegation. / 
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Moreover, the delegates of the Union of Soviet Socialist Republics pointed out that purchases 
b d made on the basis of a general plan, prepared by the Government, by State com-

a roa were · 1 · t t" t b "d d I I b mercia! organisations, which, in the absence of SJ?fCia ms rue Ions! were o e gui e so e y y 
commercial principles, and. would therefore buy m the market which happened to be the most 
advantageous in each particular case. · 

II. 

A second group of remarks made by various members of the Committee relates to the definition 
of certain ideas contained in the draft itself. 

(a) In the first place, the Committee examined the question of the relation between the 
most-favoured-nation clause and the principle of non-discrimination. 

According to the interpretation of the Soviet delegation, these two ideas are not the same 
thing. It might indeed be maintained that " the princi~le _of ~?n-discrimination is to ~o~e 
extent an inverse aspect of the most-favoured-nation prmciple . It recalled the defimbon 
given by III. Litvinoff at the Co-ordination Sub-Committee on August 3rst, rg3r, to the effect 
that " the principle of non-discrimination forbids the establishment of special conditions. in regard 
to a given country by creating, in economic relations with that country, a system which would 
place it in a situation less favourable than that of other countries". Non-discrimination tended 
to " forbid the creation of a commercial and financial regime which would be inflicted on a given 
country or on a small group of countries when the commercial and financial policy of the country 
establishing this regime was distinctly more favourable to other countries". 

(b) By this declaration, the Soviet delegation considered that it had implicitly replied to a 
series of questions put by certain delegates in regard to the relation existing between the principle 
of non-discrimination and the exceptions to the most-favoured-nation clause sanctioned by practice 
such as those relating to frontier traffic, Customs union, regional clauses, etc. 

As regards the question of how the pact would affect possible preferential agreements, the 
Soviet delegation considered that these agreements would only be in contradiction with the draft 
if they were concluded without the consent of the parties entitled under their commercial treaties 
to claim the same advantage. 

As regards the establishment of quotas, licences and import or export prohibitions, the 
Soviet delegation considered that these measures were compatible with the principle of non
discrimination as long as they were not lipecially established and directed against a given country 
and were applied to the commerce of all countries. 

In the Soviet delegation's opinion, the draft pact did not affect the rules in force as regards 
the nationality of goods, like products, etc., as long as no discrimination specially directed against 
a country was established in applying these rules. 

(c) According to the Soviet delegation, one of the principal differences existing between the 
proposed ~act and the most-favoured-nation clause resided in the fact that, in virtue of the pact, 
a contractmg party could not claim the application to its goods of conventional tariffs with the 
special advantages.deriving from commercial treaties, but could only claim the application of the 
general system to Its trade. 

(d) In the Soviet delegation's opinion, the principle of non-discrimination should be applied 
to all economic relations between countries, and should therefore extend to matters other than 
Customs matters, such as the establishment of foreigners and foreign enterprises navigation 
land and air transport, transit, financial and fiscal questions, etc. ' ' 

III. 

Certain delegates e":pressed misgivings with regard to the dangerous consequences which 
they _thought the conclusiOn of such a pact as is proposed might involve for countries which were 
relatively weak from the econ~mic standpoint, and which might, therefore, in exceptional circum
stances, ~nd the~lves depnved of the only means of defence at present at their command. 
~e Sovret delegation ass~rted that, on th~ contrary, weak countries, being less able to defend 
t emselves, could only gam by the conclusion of a pact of non-aggression. 

IV. 

meas~~~h:e:~:f; :~~~d~~lb~a~~:: S~~red, ::;eh S?vi~t del~g!ltion mentioned a number of 
spirit of the proposed pact. a es w c • m 1ts opmion, would be contrary to the 

These measures included the boycottin f f · d · 
governmental action. The same a lied t g 0 oreJgn goo s ~ consequence ~f overt or disguised 
from any particular country, and to ;kilar ::rethe su~det~ a~~Jlffiultane?us w~th~awal of credits 
were taken in an aggressive spirit. asures m e e of financial policy, if such measures 
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.TJ:le problem of dumping and the question whether the introduction of anti-dumping duties 
or sunilar compensatory measures should be regarded as an act of aggression within the meaning 
of the draft were not settled by the Committee. 

V. 

. A discm;~ion having arisen as to the possibility of giving a precise contractual form to the 
tdeas underlymg t~e draft pact, the Soviet delegation expressed the view that the question pre
sented no _diffic~tles, and supported that view by referring to the existence of an agreement 
concluded m. AI?ril 1930 between the United Kingdom and the Union of Soviet Socialist Republics. 

T_he maJonty of the members of the Committee, however, thought that a multilateral agree
ment m the form of the pact as now submitted would be difficult to bring about, Reference should 
here be made also to the observations mentioned in paragraph I. 

VI. 

The Committee did not go thoroughly into certain subsidiary questions, such as the duration 
of the pact if it should be concluded, the machinery to be provided for the settlement of disputes 
that might arise in connection with its application, etc. 

• • • 
As a result of its discussions, the Committee reached the following conclusions: 

(I) The Committee endorses the general idea underlying the proposal for a pact of non
aggression. 

(2) It asserts that it is possible for countries with a different economic and social structu~ 
to exist peacefully side by side. It emphasises the necessity of States being guided in their econ~m1c 
relations solely by the needs of economic life and not by any considerations explicitly denved 
from differences in political and social systems. 

(3) Having regard to the different interpretations given to the actual terms of the draft 
pact and the difficulty of defining aggression, discrim4lation, etc., within the framework of such 
a pact; 

Seeing that the draft under consideration does not seem likely to secure unanimous acceptance 
or even acceptance by a majority of the members of the Committee; 

And having regard to the necessity of reconsidering the question in the light of the discussion 
that has taken place in the Committee; · 

The Committee decides to meet again before the meeting of the Commission of Enquiry 
for European Union in January 1932 to re-examine the question, taking into account any amend
ments or further observations which the Governments are requested to send to the Secretary
General in good time. 
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FIRST MEETING (PRIVATE). 

Held on Monday, Norembe1· 211d, 1931, at 11 a.m. 

Chairman: M. DE MICUELIS (Italy). 

1. Opening of the Session : Election of the Chairman. 

The SECRETARY-GENERAL, acting in his capacity as Secretary of the Commission of 
·Enquiry for European Union, declared the meeting open and a~ked for the nomination 
of a Chairman. 

On the -proposal of M. ELBEL (France), M. DE MwimLis (Italy) was 11nanimo11.~1.11 elec1ed Chairman. 

2. Examination of the Committee's Terms of fit•fet'Ntee : GNwrnl Uisenssion of l\l. LitvinoU'!I 
Proposal. 

The CHAIRMAN, after thanking the Committee for the honour dont• him, reviewed 
the events leading up to the convening of this Special Committee to conHider the pl'Oposnl 
made in May by 1\L Litvinoff for a pact of economic non-aggression in the form of a Protocol,
the draft of which members now had before them' (document C.3!i4.M.152.1931.VII). 

After consideration by a Sub-Committee, the proposal came, in August, before the 
Co-ordination Sub-Committee, which, with the subsequent concurrence of the A8sembly, 
referred it to a Special Committee. On the suggestion of the Assembly, Australia, Canada, 
China, Japan, Uruguay and the United States ·of America were also invited to sit on thiH 
Committee - an invitation which Australia, Canada and the United States of Anwrica 
found themselves unable to accept. . 

After stressing the necessity of bearing in mind the dechtrations made at the met•tings 
of the Commission of Enquiry by M. Flandin and M. Grandi, and particularly by l\1. Litvinoff, 
on the purpose of the Protocol, the Chairman thought it would be fully appreciated thut 
M. Litvinoff's proposal was intended to contribute to the e~tabliKhmPnt of peaceful 
conditions in Europe, and should therefore be given sympathetic consideration. 'l'he 
problems raised were certainly very complex, but he trusted the Committee wouhl find an 
appropriate solution for them. 

He would call on the Russian representative to give an explanation of the general 
purport of M. Litvinoff's proposal. 

M. SOKOLNIKOV (Union of Soviet Socialist Republics) described the circumstances 
which led his Government to submit its proposal for a pact of economic non-aggression 
at the May session of the Commission of Enquiry for European Union. It was only in 
September that the fifth session finally decided to set up the Special Committee, which 
was now in session, and which he hoped would adopt a final text for submission to the 
Governments concerned . 

. He thought it was rather astonishing that the Commission of Enquiry, formed primarily 
to combat the consequences of the econotnic crisis, should not have shown more eagernexs 
to accept the Soviet proposal. It should not be imagined that, in advocating the necesHity 
tor an immediate and exhaustive study of its proposal, the Soviet delegation had any 
idea of prescribing a remedy for the evils afflicting the· capitalist system. These evils 
and defects were beyond cure, and world production could only be substantially and rapidly 
increased when the anarchy of capitalism had been replaced by some such system as the 
Five-Year Plan. It was not the policy of the Soviet Government to disorganise world 
economy, or aggravate the prevalent economic crisis, but rather to safeguard the rapid 
growth of Soviet trade and industry against the negative influences of capitalism. 'l'he Soviet 
Government submitted its draft pact of economic non-aggression at a time when the world 
depression was at its height, in the conviction that two contrasting economic systems 
could exist peacefully side by side. If the Commission of Enquiry had adjourned diBcusKion 
of the proposal in the hope that the crisis would shortly paBs, it had dearly been mistaken. 
The crisis was deepening and had now become a crisis of currency and of credit, leading 
in several capitalist countries to financial catastrophes. In some countries, economic 
aggression had latterly taken the form of large-scale withdrawals of credit, thus upsetting 
the currency circulation of other countries. In the opinion of the Soviet delegation, this 
was simply a form of economic aggression which, under the proposed pact, should be 
absolutely repudiated. Though their proposal was, naturally, inspired by the interests 
of the Soviet Union, it had a general and very serious pra('tical signifieance for count rit•s 
where other economic principles prevailed. 

The Soviet Union had keenly felt the consequences of economic aggression as 
represented by the measures taken in certain countries to discriminate against it. At the 
third session of the Commission of Enquiry for European "Lnion, several :Fon•ign ::\Iini~tt'l's 
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· · • t t t that their countries had aggressive 
hllll repudiated the Sovi~t delegatiOns. s a emen s. t the Soviet Union. The events of 

II··~cteennttion~:n~~sh~~d b~~o;~~!te~; ~~~~::~ :~~8 s:f:~~ents made, and tdheyspecia
1
I ~easures 

~ · · H Roumania an ugos av1a were of economic aggressiOn taken by Belgmm, ungary, . .. 1 · f 
still in force The same applied to certain overseas countnes. 9mte recent y, m one o 
ihese latter, 'openly hostile action had been initiated against Sov1et t~ade and had led to 
rommercial relations between the Soviet Union and th~t country .bemg broken ?ff· At 
the present moment, another mendacious Press campa1gn was bemg waged. aga~st t_he 
{Tnion. It was asserted that the Union would shortly be unable to meet 1ts fman~1al 
engagements. The motive for the campaign w~s, doubtless, ~he fa_ct t_hat sever'!-1 leading 
capitalist countries could not at the present tlme meet therr ~bligatwns. Th1s was to 
disre"'ard the circumstance that the Five-Year Plan, by regulatmg currency m?vement~, 
was the best method of maintaining the balance of payments. He only mentwned t_h1s 
ridiculous campaign to show that the sole object of sue~ p~o~eedi:Ugs wa~ to underm1_ne 
Soviet trade and lead up to the various measures of dlScnmmatwn agamst the Sov;tet 
Union. The damage done by such a campaign should be ~lear, eve~ from ~he standp?mt 
of the interest of capitalist countries which were in. busmess relatwns W1th the Uruon. 
It was indisputable that, whereas the general volume of co~merci_al t!ansaction~ was 
falling, the orders given by the Soviet Union were constantly mcreasmg m proport1on to 
the rapid growth in Russian production. . 

Those were the most objective arguments in favour of the draft before the Committee. 
The pact could not, of course, be regarded as a universal remedy, but any meas.ure which 
could possibly mitigate, however slightly, the economic vicissitudes of the world m general, 
and of the workers of the world in particular, ought to be given appropriate recognition. 
If the principles of the pact were admitted, the Soviet delegation would be prepared to 
meet delegates on any amendments or additions not inconsistent with those principles. 

During the Committee's proceedings, the Soviet delegation itself would make some 
concrete additions, called for by recent events and by the observations made by delegations, 
with the object of defining the fundamental principles involved. He trusted that their 
proceedings would result in the final drafting of a pact of economic non-aggression. 

. . 
M. TonoRoVITCH (Yugoslavia) felt that delegates could hardly decide their attitude 

towards the proposal without further detailed information. He would like to know, for 
instance, whether the pact of economic non-aggression would have exactly the same scope 
as the most-favoured-nation clause. Would the Protocol be inserted in commercial treaties 
or would it form a separate treaty binding on States, for instance, with which commercial 
treaties had been concluded ! 

M. FIERLINGER (Czechoslovakia) said his delegation fully sympathised with the 
proposal made and would give it impartial consideration. More detailed information, 
however, as to the exact technical consequences involved by the proposal would be required. 
For instance, would the conc·lusion of a pact of economic non-aggression mean that the 
existing ~orms of discrimination found in bilateral treaties, such as intermediate rates, 
preferen~Ial tariffs, th~ qu?ta system, _export and import licences, have to be abolished f 
In.the crrcumstances, 1t IDlght be advlSable to draw up a questionnaire on such practical 
pomts, to which the Soviet delegation would give a considered reply. 

: M. PossE (~ermany) reminded the Committee that Germany had previously expressed 
Its SJ:mpathy W1th the pro.t;Josal. He supported the suggestion made by M. Fierlinger and 
enqUITed whether the Sov1et representative could now give the additional explana'tions 
referred to at the end of his speech. · 

. M .. SoKOLNIKOV (U_nion of Soviet Socialist Republics) suggested that the general 
~cusswn .shoul~ be conti!lued and the various queries and objections of delegates embodied 
m a questwnnarre, to whlCh he. would reply later. 

:rhe CHAIRMAN ruled that the discussion of the general principles involved should 
contmue, and that any concrete questions raised by delegates should be put into writing 
and handed to the !:lecretariat for transmission to the Soviet delegation. 

:u. :Lt:NDVIK (~w~den) believed that there would be general agreement on the idea at 
the basis of th? ~oviet proposal, seeing that it was really a repetition of one of the 
fundamental prmCiples of the League of Nations. It might even be said to be 1 · 1 
co~Kequence of the positive engagement contained in Article 23(e) of the Cove: 0t~a 
;-hich ~!embers of the League undertook to make provision to secure equitable tre~~~ n~ 
or. their _co~merce. It would be in entire harmony with the rinci le of th L e ' 

u1mversahty if such equitable treatment were granted not only t% Menibers of t~e ~ague 8 
Hit to all States which applied the same policy. ' eague, 
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· Easy as it was, however, to agree on the principle of non-aggression, it was a more 
difficult matter to express it in a treaty, and, as had already been remarkf'd, the present 
wording of the Soviet proposal laid it open to criticism and raised a number of serious 
problems. In one of his speeches in the Committee of Co-ordination, M. Litvin off used a very 
striking expression when he described his proposal as being an inverted form of the most
favoured-nation principle. It was common knowledge that for years pa~t the Economic 
Committee had found it extremely difficult to secure unanimity on the interpretat.ion and 
application of the most-favoured-nation clause. The proposal now made by the Soviet 
delegation meant, in substance, that States would forgo any form of discrimination; but was 
that not the very aim of the recommendations made at the World Economic Conference of 
1927 regarding the most-favoured-nation clause ! Had it not also been found that, 
immediately generalities were abandoned and an attempt made to adopt a clear, unequivo<•al 
·definition of "discrimination ", irreconcilable differences of opinion arose ! To take only 
a few examples. Suppose a country accepted the Soviet proposal, could it introduce 
specifications into its Customs tariffs without being guilty of discrimination! Again, the 
problems of similar products,. quotas, anti-dumping duties, etc., would be as acute in the 
case of a pact of non-aggression as in the case of the most-favoured-mttion clause; Finally, 
at such a critical time as the present, would it be possible to disregard the repercussions of, 
say, the system of currency control practised in several countries! Those examples were 
sufficient to prove the complexity of the Committee's task, and until they were solved no 
real progress could be made. 

M. BERNIS (Spain) demurred to the use in the draft Protocol of the expressions · 
"discrimination" and "aggression ". He did not think that the promises implied in these 
expressions were characteristic of the capitalist system only. The Press campaign alRo, 
to·which M. Sokolnikov had alluded, could hardly be classed as a form of aggression. No 
protocol or treaty could possibly prevent people from having doubts as to the feasibility 
of enterprises like the Five-Year Plan. He would be glad .to have the additional information 
promised, and to see the wording of the proposal altered in the above respects. 

The continuation of the general discussion Wa8 adjourned to the next meeting. 

SECOND MEETING (PRIVATE). 

Held on Monday, November 2·nd, 1931, at .J p.m. 

Chairman : M. DE MIOHELIS (Italy); 

3. General Discussion of 1\1. Litvinoff's Proposal (continuation). 

M. STUCKI (Switzerland) said there could be no doubt that it was in ~he traditio.n. anu 
interest of Switzerland which had frequently 11uffered from econ~m1c and military 
a ession to support ~ convention which would protect the weak agamst t~e strong a!lu 
s:f: ard peace in all its forms. The Federal Government bad therefore stud1ed ~he Sov1et 
profosal, not merely with an open mind, but even with the hope that some tangtble result 
would emerge. 

c t to what had been suggested at the morning meeting,, he would not so m~rh 
ask uoe~tr!~! as submit arguments. The position he thought was .farrly clear. The wor~mg 

q 1 · ht be altered but the substance would remam unchanged. He m1ght 
of th:h prorosa t:f his country did not believe that the Soviet proposal, ~owever ~ofty and 
say, ~re ore, f vourabl welcomed in the form of a ConventiOn. SWitzerland 
attractive, .would be ad to i/ She did not claim the right to take aggressive action, 
~ould ceaa~nly fo!t:~~e t: bind. herself on the point because of the apprehensions she felt 
ut w~u h ~ ~e~ence in economie matters. In other w~rds, while Switz.erland had no 
~~~~~og bee able to indulge in acts of aggression, she w1shed to be free, if necessary, to 
defend her interests. . . 

Th S · t delegation had frankly stated that it made the propos~l m the mterest 
e ?vie . hat its realisation would also promote the mterest of other 

of the .soviet Uruon, but t hose of Euro e. The proposal would certainly ~erv~ the 
countnes, or at any rate. of t d 't M Lftvinoff himself had said that neither m pnvate 
inte~es~ of the ~ountry1w~ch rna 1~ Ia. cou'vention be concluded unleRs it was advantageous 
nor m mternatwnal re atwns cou 1 to him what Switzerland would gain. Would such a 
to both ~ides. It was not very ~t~:l sco e in 8 country where there was an export and 
Conventwn have th~ same ptr:y whose n~tionals were absolutely free to import or export! 
import monopoly as m a conn . 
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· · f En uir ·uu.l the Co-ordination Sub-Committee had expresMed grave 
The Comlms~wn ~- . t q d Yh; could share them all the more freely since Switzerland did 
doubdt.s O!I t_histsuagJaei~n~ta~ny country and had therefore no special interests to protect. not 1scnmma e · 

If b · · " such a pact Switzerland undertook not to exercise any discrimination, y slgnm.., . ' .. . d I t't' f d would 'not the effect be that, once the Convent10n was signe ! a;rge_ q~an 1 Ies o goo s 
f th Ountry Would have to be allowed to enter mdiscrimmately and thus 
rom ano er c h t' t · t' 

seriously imperil part of the national economy! Could_ t e e;xporlmdgfco~~ rLy'tm. qufefshiond 
also not suddenly stop purchasiJ?g any g~ods at all m Switze~ an. m.. I ~I~o .a 
countered this objection by statmg th~t It was ah casse ?ft IUegi~latlve o

1
rd admirustrative 

action, and that it could not be conceived that t e . ovie n~ont_wou f, as ~ m~as~e 
of ag-gression or discrimination, prohibit its p_urchasmg orga.rusl!' 10~s rom uym~ m 
Switzerland. He had even stated at a meetmg of the Co-ordmat10n Sub-Committee 
on Economic :Matters I that : 

" It was in actual fact always possible, by means of-secret instructions, to e~er~ise 
discrimination against a country, but that was not an adequate reason for not Sigrung 
the Pact". 

1\I. Stucki disagreed ; it was a good reason. His objection was not directed· against the 
country responsible for the proposal: Had it been any other country he would have taken 
the same Yiew. 

A pact which appeared to protect the interests of small countries against those of larger 
countries might contain new dangers for the small countries. Switzerland, therefore, could 
not accept an agreement signed by a country which exercised a monopoly of exports and 
imports. · · 

l\fost Central European coun.tries had now concluded treaties of commerce with their 
neighbours, with the rest of Europe and even with oversea countries. Most of these treaties 
were based on the most-favoured-nation clause, the positive feature of which was that, if 
one of the contracting States accorded a privilege to a third State, that privilege had also to 
be granted to the other contracting party. Its negative feature was that parties undertook 
not to exercise any discrimination and to accord one another reciprocal treatment. 

There was no doubt in his mind that the draft Protocol went much further than the 
most-favoured-nation clause and, more serious still, created certain ambiguities. The 
Economic Committee had already found it impossible to get general agreement on the 
question of the most-favoured-nation clause and on the various points referred to at the 
morning meeting by l\1. Lundvik (Customs specifications, similar products, anti-dumping 
duties, quotas, currency control, etc.). The Committee had failed to clear up these various 
problems or to establish a definite general understanding, even on the basis of the generally 
accepted interpretation of the most-favoured-nation clause. It would be still more difficult, 
therefore, to agree on the idea of non-discrimination. However exceHent the intention, 
the danger was that, instead of the situation being cleared up, international business relations 
might be complicated. · · 

He would stress the fact that, had any other delegation made the same proposal, his 
country's attitude would not have differed. Switzerland could not allow her hands to 
be bound as regards capitalist countries any more than as regards a country where a different 
system prevailed. Moreover, the Economic Committee itself had stated that the most
favoured-nation clause was not divinely inspired, and that there might be cases of treatment 
which could hardly be called equitable. He was prepared to agree that the clause would be a 
valuable one, but it would be better not to go too fast and to let well alone. · 

M. PossE (Germany) agreed that the exact connotation of the words "discrimination " 
a~d "non-aggression" in the Soviet proposal should. be clearly established. To avoid 
misapprehension, he would also like an explanation of the following points: (1) Would 
exi8ting treaties be affect~d by the proposed pact or not! (2) Would the usual exceptions 
to the most-favoured-nat10n clause be excluded or not! (3) A similar query regarding the 
system of. preference. A !lumber. of other secondary questions had already been put by 
M. Lundvik and M. Stucki regardmg quotas, dumping, etc. 

M. VAN LANGENHOV~ (~elgi~~). pointed out that the idea at the root of the Soviet 
proposal was not ~ew, .bemg Imphcit m the tenor of Article 23 of the Covenant as well as in 
the reco!llmendatwns of the World Economic Conference of 1927 and the Commerc· 1 
Con_vent~on of ~9~0. Any ob)ections to the proposal were therefore directed not so mu~'h 
agam11t Its basic Idea as agamst the way in which it was expressed. Did· the obligation 

1 g..,., lllinute.o of the llleeting of Augtll!t 31st, 11131 (document C.E.U,E./C.M.E.JP.V. 2, page 15). 
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contained in the pact C?rr~spond to the most-favoured-nation clause t In his s eech o1 
~:f;~s:r~~;~~~~ M. Litv~o~~ ~ave a r~strictive i~terpretation of the obligation 'ind held 
Th . arose ?~ ~I It were drrected agamst a State or a small number of States 
im;~~a~:~:~b;~~:y :e~rud ti0

1
n.hl\l. "!'ahn LangenhoYe was of opi!1ion that the discriminatio~ 

ou c as Wit the most-favoured-nation clause. 
_ The following were his questions : 

h. (1) ~i~ the aut~ors of the proposal really intend to prohibit discrimination in any 
sp e~e. '! a ever- t.e_., ~ot only as regards import and export duties, but also as regards 
pfrofhibi~wns anddrestncti?ns, transport, transit, and even adjudication taxation treatment 
o oreigners an of foreign undertakings t ' ' 

(2) :puration of ~he pact. In the present troublous times, States tended more and more 
to curtail the duratwn of their engagements and even, where possible of engagements 
already accepted. ' 

(3) Reciprocal. guaraute~s (a question already raised by l\1. Stucki). The Belgian 
Customs law contamed certam measures of defence which the Belgian Government could 
never ~or~o without ~u~rantees. Obviously, no other Government was likely to agree to 
forgo sinnlar powers m 1ts_ own legislation. What guarantees, therefore, could be furnished 
by o_ther State~, and particularly by the Union of Soviet Socialist Republics in view of its 
special econonnc system! 

Some years a~o, the Economic Com~ttee had studied the possibility of extending the 
most-favoured-natwn clause, and had arnved at the same conclusion as the 1927 Economic 
Conference- namely, that each State would have to determine in what cases and to what 
degr~e. fundamental guarantees must be required. As things stood at present, no othei' 
cond1t10ns could be made. He-would emphasise that his attitude to the proposal was far 
from negative, much less hostile ; but the point was to decide what they were aiming at and 
what, above all, could be achieved. 

Sir Sydney CHAPMAN (Great Britain) said the Committee did not need to discuss the 
question of motives, as this had already been disposed of by the Commission of Enquiry 
for European Union. The question, therefore, was not whether a country should or should 
not engage without provocation in economic or any kind of aggression against another 
country, but whether such an idea could be inserted, and lend itself to interpretation, in 
a formal international instrument. They all believed in the so-called "spirit of Geneva ", 
but it was, nevertheless, hardly possible to embody in a Convention the principle underlying 

'that idea. The Committee's first duty, therefore, was to see whether the principle of 
economic non-aggression could be embodied in a concrete Convention. 

That question raised two difficulties to which l\I. Litvinoff had made some reference 
during the discussions of the Commission of Enquiry for European Union: Was it possible 
to define the acts of discrimination which constitute unprovoked economic aggression by 
one country against anotherf Did the Soviet Union believe that a clear distinction could 
be drawn between ordinary most-favoured-nation treatment and the idea of non
discrimination at the basis of the proposed Convention f 

Secondly, to conclude a Convention between different countries, a text had to be 
drafted which could be applied to all the States parties to that Convention. The 
fundamental difficulty was to express the obligations in terms applicable to different 
political and social systems. In this case, the Soviet political and social system differed 
entirely from that of the other countries. The distinction, for instance, between the 
Government and traders in the international field did not apply in the Union of Soviet 
Socialist Republics. Therefore, there could not be general engagements on the part of 
Governments not to interfere with the ordinary operations of traders in particular ways. 
He gave that instance, not with any intention of critically comparing the two systems, 
but as an illustration of one of the difficulties with which they were confronted. 

1\[. VALDES-MENDEVILLE (Chile) said that, as a representative of an extra-~ur~p~an 
country he could only speak in very general terms. The Assembly had Impli01tly 

· recogni;ed that the problem bore a uD;iversal charac.ter, and that the sol';ltion of such 
economic problems should not be confined to one smgle group of countnes or to .one 
continent only, as a partial solution might do harm to other areas and have serwus 
effects. 

He would ask the Soviet delegation whether, supposing the terminology were changed 
(as he thought it should be), the idea of "cessation of ~conomic aggression " should not 
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refer rather to restrictions and prohibitions. In. tbdis .cotnn~ctiond ~e le~~~ld ~~!~ 
members of the 1928 Convention, which had rema.m~ .Vll" ua. Y II: ea. . ·· 
protectionism was sometimes worse than direct prote~ti~:.;usm,hfordwhw~ re~e~:: ~~~~~:n:~~ 
easil be found. Nowadays, restrictions and prohibitiOns a , owmg o 
clev!r artifices employed, become more numerous. These m~thods ~ad been adopted. 
to safe ard the vital interests of a country! and ~he great. mdustnal Powers usually 
em lo ~ them to protect one of their various mdustn~s. Th.e mteres~s affected, ho':l'ever, .. 
we! j~st the vital interests of certain younger countr1es whiCh supplied raw materml, so 
that occasionally one industry controlled the w~ole of the national economy. The effect 
of such a system was to disorganise markets, disturb the balance of paym~nts, upset the 
financial equilibrium and make it necessary to control the currency and somet~mes t~ declare 
a moratorium. In the natural sequence of cause and effect, the countries which had 
taken steps to protect one or more of their industries were the first to suffer the consequen~es 
of this state of affairs. He did not imply that such special measures, t~e nee~ for whwh 
could sometimes be understood, were in themselves the source of senous disturbance. 
That depended on how they were applied. 

He would confine himself to these few observations and reserve the right to speak 
_again if the course .of the discussion called for it. . 

M. BERNIS (Spain) stressed the need for a different terminology .. It was a commonplace 
that commodity prices in the case of a monopolist country (and Russia was such a country) 
were governed by other laws than those which regulated prices in countries where 
competition was ~p~n. This .distinction had always existed t? such a ~egree that the 
expression " discnnnnatory pnces " had been adopted to descnbe the pnces of second or 
third degree monopolies. 

The Union of Soviet Socialist Republics was a case in point, since it charged 
discriminatory prices for foreign trade commodities. Did the proposed pact of economic 
non-aggression mean that Russia wanted to carry on business with other countries on the 
same terms and under favourable conditions f Such a desire, however legitimate, might 
quite possibly not be recognised by the other countries. Everyone was free to make a 
choice, and the unsuccessful bidder had only a limited right of complaint. In its present 
form, the pact of economic non-aggression was inacceptable. No State could impose the 
clauses it contained either on its administration or on its own public opinion.· 

M. ScHMIDT (Estonia) was very sympathetic to the idea embodied in the Soviet 
proposal, the more so as Estonia was Russia's neighbour. As regards the actual wording 
given to the idea of non-aggression and the conditions of its application, the questions he 
had intended putting had already been asked by preceding speakers, and he had nothing 
further to add. 

M. HJELT (Finland) entirely agreed with the opinion expressed by the previous speaker. 
He thought it would be useful to study the various aspects of the question, but that this 
could not be thoroughly done by the present Committee, for lack of time. It would be 
better, therefore, to refer the question for investigation either to the bodies which were 
already considering similar questions or to a special Committee which would have plenty· 
of time to study it exhaustively . .All that the present Committee could do would be to send 
the Commission of Enquiry for European Union a vaguely worded recommendation, or it 
might perhaps submit a questionnaire to the Soviet delegation. The detailed discussion 
of the reply should be postponed until later. 

M. ELBEL (France) said that,· when the idea of economic non-aggression was first 
moot~ •. French public opinion ~ad welcomed it with interest and sympathy. When 
M. Litvmoff, however, gave the Idea concrete expression, it was not found so attractive 
and M. Flandin had therefore voiced certain preliminary criticisms which he M. Elbel1 

could only endorse. ' ' 

Th~ proposed pact of ~cono~c non-.aggressi~n was notoriously inspired by a concern 
for the ~terests of the SoVIet Uruon. Did these mterests, however, exactly coincide with 
the real Idea of the pact now proposed by the Soviet delegation f The Soviet Union was a 
~ountry where ~ommerce was governed by regul_ations which differed from those general 
m. other countnes.. How, therefore, could the Idea of non-discrimination be reconciled 
With that ~f. a fore.Ign trade monopoly f It should also be borne in mind that the object 
of the. a:mbitwus Five-Year Plan w~s to e~able Russia to flood the world later with large 
q.uantltles of c~eap goods. In Russia, the Idea of cost price was now obsolete. The Russian 
Government did n~t agree that selling at prices lower than those customary on other 
markets was dumpmg. 

He would like to ~now how the .t~ree conce~tions (foreign trade monopoly, Five-Year 
Plan for n;tass productwn, and abolitwn of the Idea of cost price) harmonised with the 
propo~alJI m the draft pact. The inference from this proposal was that discrimination of 
any kind waa an _act of aggression. Discrimination was rather an ancient idea. For some 
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years past the League of Nations had been studying the most-favoured-nation clause with 
its advanta~es and drawbacks, and previously it had been dealing with a similar idea
that of eqmtabl~ treatment. Fro~ the very outset, various French representatives had 
entered reservatiOns as regards eqmtable treatment. Their view was that liberal countries 
could not. be treate~ on th~ same footing as ultra-protectionist countries. France had 
therefore, m concluding her first post-war treaties of commerce introduced discrimination and 
established, not only maximum and minimum, but even inte~mediate Customs tariffs. She 
did not regard these measures, however, as a form of aggression. She had no such intentions. 
Furtherm~re, many commercial conventions concluded by France both before and after 
the war did not grant the most-favoured-nation clause to large tapitalist countries, such 
as the United States of America, Canada, Chile or Finland ; but the French Government · 
did not consider that an act of aggression. In the last three years, owing to complications 
in world economics, France had been forced, like most countries, to increase her means of 
defence, and, under the pressure of circumstances, had adopted a policy of quotas which 
obviously entailed a certain amount of discrimination. Those were exceptional measures 
which had to be tolerated as a necessary evil. 

M. Elbel wondered whether the present moment was propitious for concluding the 
pact proposed by the Soviet Union. The world nowadays was suffering from maladjustment 
between production and consumption. Prices were chaotic. In some markets, supply 
was excessive, unemployment had grown disturbingly in most countries -in a word, 
nearly everywhere the position was catastrophic. At a moment when countries were 
wondering which was the quickest way to get out of the mess, it was pa.radoxieal to !1-sk 
them to give up what was perhaps their sole means of salvation. 

As regards credits, did the Soviet delegation believe that it was an aggressive act on 
the part of a State not to prolong credits! 

. In a word M. Elbel's fear was that the proposal before them was rather exaggerated 
and over-ambitious, though parts of it were quite acceptable . . M. Litvinoff .ha~ already 
declared that two totally different economic systems could qmte well co-exist m peace. 
The idea was worth emphasising. It should be proclaimed that, despite the fundamental 
differences in their social and political position, two States or groups of States could p~rfectly 
well maintain paeific relations. That, however, was as far as they c~uld go, parti?Ularly 
as most States, European or other, had take.n defensive measures a~~mst .states Wlth the 
same political, social and econo~c ~oncepti?ns. Here .he would Jom with M. Posse in 
asking a final question: Would existmg treaties be affected by the pact or not! 

M. RAPHAEL (Greece) and MR. LINDSAY (India) had nothing to add to the questions 
asked by other delegates. 

M. CoLOMBO (Italy) declared that the Italian dele~atio~ maintained the a:ttitude 
k b M Grandi in the Co-ordination Sub-Committee m favour of. acceptmg the 

~~~~ ;~op!sal. · The questions raised and the difficulties ind.icated :were ce;tainly numero~s. 
The Italian delegation proposed that they should be exa~ned ~.1th. a VIew to con:lu~g 
an agreement which would serve to establish the econonnc eqmlibnum generally esJre · 

• 

J ) ointed out that the Japanese economic system was based on the 
M .. As~A (t 1a~ fhe International Conference of 1927, the fundamenta~ idea of 

res?lut10ns a. 0
P e a f international commerce _was also at the basis of the 

which - eqmta~le ~~eatmr:t :owever be difficult, if not impossible, to conclude on t~at 
present proposa_ · wou t! which would be both definite and comprehensive. 
bNast~ ~~u!!~:~= p~~~=: ~~~~d considerably, as every countr~ was ~do ad certain ex~e7:1dt 

a 
100 

. . If th efore a single general convention lat own over·ngt 
in a special Situatwn. . • . hetr suffe~ Equally if allowance was made for all possibilities, 
guarantees some countnes nng . ! bl k d 
the applic~tion of the convention would be cons1dera Y wea ene . 

1 h far the proposal in its present form could be applied . 
. It was difficult to s:e ex~c\1e ~~ciple the Japanese delegation would draw attention 

=~: f;;~::::~~et!~~! ~~eth~ form which the pact should take. 

. . " 
He had one concrete question t~ ask : Did the expression " econonnc aggressiOn 

include the economic boycott of foreign goods' 
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M. FELDllANS (Latvia) said that, while sympathising wi_th the i~ea contained in the 
Soviet proposal, the Latvian Government would like- fuller mformat10n on the propos_ed 
pact. He would not repeat the questions asked by other del~gates, but mer~ly en9.mre 
whether the Soviet delegation regarded the safeguards constitute~ by cer~;un regional 
clauses as discrimination. Latvia, for instance, under the " Baltic clause , agreed to 
special treatment being accorded to neighbouring countries. 

M. SoxAL (Poland) pointed out that, in the Co-ordination Sub-Committee, M. Zaleski, 
the Polish Foreign Minister, had stated that the Polish Government would car~fully study 
the Soviet proposal. This had been done, and it was found that, so far as ~t purposed 
to combat the world economic crisis, the proposal merited the gr_eatest attentiOn. ~~ere 
were two necessarily distinct points in the proposal -paragraph 1 stated that the 
contracting parties once more solemnly confirm the prin~iple proclaimed a~ th? Interna:tional 
Economic Conference of 1927 of the peaceful co-existence of countries U'respectlve of 
their social, political and economic systems ". On this cardinal P?int the . Polish 
Government had no difficulty in agreeing that such co-existence was possible, parti?ularly 
as Poland herself was a neighbour of the Soviet Union. He therefore concurred w1th the 
other delegates in accepting this part of the proposal. 

Paragraph 2, however, had the drawback of being ambiguous and had evoked a number 
of questions which he need not repeat. He would merely stress the importance of the 
question asked by M. Todorovitch at the first meeting regarding the relation between the 
most-favoured-nation clause and the clause of " economic non-aggression " or non· 
discrimination. That was a fundamental question which should be cleared up immediately. 

He had some further secondary questions to ask. For how long a period would such 
an agreement be concluded t How could differences of opinion which might arise between · 
the contracting parties as to whether discrimination had occurred or not be settled f There 
should be a special arrangement for this purpose. 

In conclusion, M. Sokal stressed the importance of the first paragraph of the Soviet 
proposal. If the Soviet delegation regarded it as fundamental, he would be glad to support 
them. 

M. ANTONIADE (Roumania) had no special queries to -put, but shared the doubts of 
most other delegates. He would like to have explanations on the. terminology, the 
connection between "non-discrimination " and the most-favoured-natiol!" clause the 
duration of the obligation and the question of reciprocal guarantees. ' 

M. LUNDVIX (Sweden) had nothing to add to his previous statement. 

~- To~OROVITCH. (Yugoslavia), reverting to the question raised at the morning 
meetl;Ilg1 sai,d that h~s Government, after studying the Soviet proposal and noting 
M. Litvmoff s decl:u-at10ns1 had found that there was a very great difference between the 
most-favoured-nat10_n clause and the clause of non-aggression. The difference was 
.twofold. In_ the first place, there was the material difference that · under the most
favoured-na~IOn clause, it was always permissible to discriminate t~ some extent (by 
Customs u~ons, qu~tas1 ~tc.): As the Yugoslav Government construed the clause of 
non-aggress10.~' all. dis_cri~n~tlOn would have to. cease. Secondly, there was what Inight 
be ca~ed a . temtonal difference. The most-favoured-nation clause applied only to 
countnes which. were bound by treaties of commerce. In the case of other countries an 
autonomous tariff or so~e ot!Ier system prevailed. The Yugoslav Government wondered 
~hat would be ~he posi.tlOn if the clause of non-aggression were adopted. If that clause 
mvolved extendmg eqmtable treatment to all countries indiscriminately his Government 
could not accept the Soviet proposal in that form. ' 

. M. F_IERLINGER (Czechoslovakia) said that most of the speakers had already anticipated 
hia questiOns. He '!l"ould ~erely ask in an.other form the question put by M. Todorovitch. 
~ould the pact entitle a signatory forthWith to the benefits of a conditional tariff or did 
1t mea: !ferely that the oth~r party_ should offer the same conditions as were enj~yed by 
any !. Ir country. Could 1t be given another interpretation- as for instance th t 
~~da .. super-~ost-favoured-nation clause " not immediately confining' the benefits 'of :n 
.... 1t10nal tariff! -

of th~~~~r:~NU ~et (Tu.rkey)hmentio_ned that, during the proceedings of the fourth session 
Hlon o nqUiry, t e Turkish Foreign Minister had emphasised the importance 



-11-

of the question. He would be glad if th . . · 
on .t~e. lines proposed by the Govern.!.:~:c~~ &om:Ut~ee cou~d ado_Pt a draft convention 
defrmt10ns and explanations added. If thi ed one~ Umon With all the necessary 
to the measures proposed or already s li~ref one, It ~ould b~ a valuable addition 

· throughout the world. app or restorm~t confidence and stability 

The CHAIRMAN, summarising the vari h 
unanimous on the point that the idea at ~:s spe:c fesh noted. that agreement was virtually 
Some delegations had declared their rea~ roo 0 t e Bonet pr~po~al could be applied. 
·co-existence of countries with different social essli!? ~cceat the p~mCJple of the peaceful 
on the other hand numerous diff' It' ,_po IC~ an eco.nonu~ systems. There were, 
difficulties were of v'arious kind d Icu Ies m putt~g the Idea mto execution. These 
and fundamental changes requ!:: t!~~v;: ~ba~, ~~It stood at present, certain definitions 
been suggested, in its terminology. a e m e proposal, and perhaps even, as bad 

su La~k of time h~d prevented the Secretariat from extracting from the various 
T!!~:~~::~.;-ue~tlons made the points necessary for framing a definite questionnaire 
of the Minutes oefrteboeref. rsetqutested tb~ Soviet delegation to explain its views on the basi~ 

Ir wo meetmgs. 

THIRD MEETING (PRIVATE). 

Held on Wednesday,- N ovembtr 4th, 1931, al 11 a.m. 

, Chairman : M. DE MICHELIS (Italy). 

4. Stateme~t by ~1. Sokol!¥kov. 

M. SoKOLNlKOV (Union of Soviet Socialist Republics) spoke as follows :' · 

[Translation,] 

M~. Chairm:'n, :-- All~w me, in the ~st place, t? express my appreciation of the 
authonty and skill With which you have presided over th1s Committee and which have made 
it possible for all the deleg;ttions to set forth, in the course of two meetings, their views on 
the pact proposed by my delegation. At the same time, I must thank the other members 
of the Committee for the frankness with which they have informed the Soviet delegation 
of their hesitations or their objections regarding the basis of our scheme. The discussions 
have revealed the importance of the question with which we are dealing, as well as the 
interest which it arouses. The majority of the delegates have asked questions and 
submitted observations which, in the case of a new and complicated problem, are entirely 
natural. At the same time, it will be noted that the great majority of the delegates who 
declared themselves doubtful as to the basis of our scheme affirmed, at the same time, 
that the ideas of the pact are sound and that they contribute to peace;-they have even been 
described in terms more flattering still. In this connection, Mr. Chairman, I should like 
to retnind the Committee of your summing-up at our meeting on the evening of the second 
of this montJt, when you pointed out that the Committee was unanimous in considering 
that the idea!J and principles embodied in our draft pact were in every way acceptable. 

I apologise, gentlemen; for having delayed so long before replying fo the questionH 
which you have put to me. This is due to the very wide range of subjects which my 
delegation has had to study. The number of questions with which we have to deal is no 
less than fifty-two. 

I have therefore to reply to a great many questions, the· majority of which are highly 
interesting both from a theoretical and practical point of view. It has occurred to me that 
it would be desirable to attempt to divide these questions into several groups and to 
explain the Soviet delegation's point of view in regard to each group. The observations 
submitted may be divided into three main groups. The first group comprises remarks 
and objections intended to define more accurately certain ideas relative to the clauses of 
the pact. The second includes fundamental objections to the ideas on which the pact is 
based. The third consists of observations relating to form and procedure. 

· To the first group of observations intended to define the basic ideas of the pact belong 
questions concerning the corr~lation whi~h exists betv:een the principl~ of. th_e m?st-favoured
nation and non-discriminatiOn, questions. concernmg cases of dl8cr1mmatwn and the 
extent to whjch it has' been exercised, the relationship between discrimination and such 
instruments of commercial policy in capitalistic countries as export and import 
prohibitions, licences, quotas, etc. Other questions fallin~ ~ithin t~e same group ~re 
those concerning the relationship betwee!l the pact and exlBtmg_ treatl~s, t~e cor~ela~w.n 
between non-discrimination and a new mstrument of commerCial policy m capitalistic 
countries - i.e., the control of the circulation of foreign currencies. It is lastly to this 
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. t" r ised by several delegates relative to various points 
group thl;'t bel?ng spedmafltquest ~~!~h a for example as the duration of the agreement, the 
not mentiOned m our ra pac ' ' ' d 1 tc 
or an on which the duty of determining the aggressor evo ves, .e . 

g d b" 1 ng more particularly the observatiOns of those delegates who 
. To the se~o~ trou~lig~~ions which the pact would impose on capitalistic countries 

pomted 0~~ft ant fr~~ those to be assumed by the Soviet Union, .as this country had 
are v~ry ere 1 of foreign trade. To the same group agam belong the remarks 
:!~~~h~! ~~:: :fe~:;!'t~,YM. Stucki, regarding the. dangers. w~ich ~he pact might possibly 

resent yfor the interest of the less powerful countnes. . It I~ m th1~ same ~oup that we 
~ust class the questions relative to the level of cost pnces m certam countnes, although 
these have already been sufficiently debated and more or less settl~d. . 

The questions of form refer primarily to the character to be gtven to t~e mst~ument 
under discussion. Can a mere declaration be regarded as adequate! Is. It possibl~ to 
mbody in a convention the ideas underlying the pact proposed by the Soviet delegatiOn t 
~an .Article 1 be adopted without .Article 2, etct 

Having thus attempted to classify the questions which you have been good enough· 
to put to me, I will now endeavour t<! reply to them. 

In the first place Mr. Chairman, a distinction must be drawn between. the m~st
favoured-nation clause' and the principle of non-discriminati?n· . My r~p~y to thiS q~e~t~on 
will greatly facilitate the comprehension of a number of obJections rummg at a definitiOn 
of the term of non-discrimination. · . 

It was tlie delegate for Yugoslavia who first asked me wh~ther the_ most-favoured
nation clause and non-discrilnination were one and the same thing, and If they were not, 
whether the second of these principles was broader or narrower than the first. 

In his second speech, the Yugoslav represe~tative replied to thi~ q~es.tion. himself and 
expressed the view that the most-favoured-natiOn clause and non-discnmmat10n were not 
to be regarded as identical. Of that, indeed, there can be not the shadow of a doubt. It 
could not be supposed that, if the two conceptions were identical, the Soviet delegation 
would have thought of proposing the adoption of the principle of general non-discrimination, 
using an unfalniliar term to describe a principle which for three centuries has been known 
as "the most-favoured-nation clause". May I remind you in this connection of the 
definition suggested by M. Litvinoff in his speech at the second meeting of the Co-ordination 
Comlnittee on August 31st last : 

" The principle of non-discrilnination precludes the laying down of special 
conditions in regard to a given country and the application in econolnic relations with 
that country of a regime which would place it at a disadvantage as compared with other 
countries". 
It Inightbe said that, up to a certain point, the principle of non-discrilnination is the 

converse of the principle of the most-favoured-nation. Discrililination, indeed, is the exact 
opposite of the most-favoured-nation clause. It means that one nation is placed in a much 
less favoured position than others, or even in a position .which is entirely unfavourable. 
The most-favoured-nation principle guarantees to the contracting parties all special privileges 
and advantages which may be granted even to a single country. The principle of non
discrilnination, on the other hand, is in no way intended to guarantee that special privileges 
or advantages granted to third parties will also be granted to the contracting parties. Its 
only effect can be to prohibit the application to a given country or small group of countries 
of a commercial and financial regime decidedly less favourable than that which, under the 
commercial and financial policy of the country establishing this regime, is applied to other 
nations. In this way, the principle of non-discrilnination, without being designed to ensure 
that a given country shall automatically enjoy all advantages granted to other countries, 
makes it impossible for that country to be subjected to a regime less favourable than the 
general regime. 

This reply implicitly contains the answer to a whole group of questions raised by several 
delegates regarding the relation between non-discrilnination and the ordinary and 
extraordinary methods of commercial policy current in capitalistic countries. It is in the 
first place, absolutely clear. that, as discrilnination is not to be confused with th~ most
favoured-nation clause and guarantees no special advantage or privilege which any given 
c.ou~tr~ may enjoy, the prin~iple of non-discrimination cannot affect the ordinary 
limitations placed upon the reg1me of the most-favoured-nation, such as Customs union 
frontier trade, and recognised geographical clauses such as that applied by the Balti~ 
cou~tries to. which the Latvian delegate has alluded, etc. I consider that this should 
suffice to d1spel the fear~ ~xp~essed here with regard to the effect which the pact would 
have on such customary limitatiOns. The same cannot perhaps be said of the exceptions 
to the ~ost-fav?ur~d-nati?n clause. which the German delegate has described as "special" 
and whiCh consist m the mtroduct10n of what is known as a preferential regime. 

In ord_er t.o ~epl~ to t~e q~estion regarding the relation between the preferential regime 
and ~on-d1scnmmatlon, 1t w1ll be necessary, as M. Litvinoff pomted out on a previous 
occa~non! to proceed to ~~;n analysis of the econolnic aspect of the problem. If the formal 
applic:'-t10n of such a. regime to a. small group of countries were in fact to amount to the 
~stabhsh~ent. of spec~al conditio'!ls affecting the commerce of a~y one c~untry not included 
m t.he regime Ill questiOn- a.s might happen in the event of the application of a. preferential 
regtme to the cereals of the countries of south-eastern a.nd eastern Europe- that would 
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undoubtedly constitute a case of obvious di · · · 
academic character. It is obvious that ~~n!'tiO!l· But this 9uestion is rather of an 
discriminated against refuses to acce t h ~nnun_atiOn ?nl~ ~xists when the country 
On the other hand, at its fourth !sstio~ spt~Ia~egmie wh~ch It ~s l_lroposed. to apply to it. 
preferential regime cannot come into fore ' . e uropean omnuss10n admitted that the 
Thus we have the following alternative ~ ~~~ou\~he consent of al~ the count.ries concerned. 
in which case there is no discrimi t' ei er ~consent of third countries is obtained, 
the pact and preferential regimes r:r ~~a~~ !~':e ~ n~ :~~~er any ~on~radict~on between 
that case, the preferential regime' will not be introsednuceod .Itrh cotuntrieals Ibs l.acking ; and, in 

. pact. WI ou appe emg made to the 
The distinction which I have J·ust d b t · · 

the principle of non-discrimination ma~!;"~ e w~en the most-favoured-natiOn clause and 

c;e:~~n~!:~~~f to :het~mits ~thin which thit0~~~:iptl~ [sef~~:~P~~~~~~~~!~e ~s~:~:~ 
experienced byi t~e .; e ?PIDIC on ~f several ~elegates who referred to the difficulties 

. e conmmc omnuttee when It attempted to define the most favoured 
nation .. ~he deleg~tes who rem~~e.d us of this fact meant to imply that it would be even 
mo~ difficu~t ~o giVe a clear defiDitlon of non-discrimination. My reply is that none of the 
pr? ems re .a~mg ~o t~e most-favoured-nation clause which have been enumerated here 
r~Ise. al?-y ~ifficulties m .regard ~o the analysis and definition of the principle of non
diScnmm.atiOn .. Quotas, li~ences, rmp~rt and export prohibitions and similar instruments of 
coml?ermal policy are not m any.way ~compatible with the principle of non-discrimination, 
proVIded that they are not speCially mtroduced and directed against a given country and 
that they fori?- a part of the regime .applied under the general commercial policy of the 
country adop.tmg them. These expedients are only to be regarded as discrimination when 
a. system of licences and quotas is applied exclusively to trade with certain countries at a 
time ~hen the general re~me. is one of free imports and exports. You are aware that 
e~ceptional measur.es of this kind have been attempted and applied by several countries 
With regard to SoVIet trade. . 

T.he _qu.esti?n is no mor~ difficult to solve if ·we examine the relationship between 
non-discr~a~10n. and the differen~ methods of tariff policy applied by the various States. 
As n_on-discnnunatiOn does not reqmre that any given country should be granted any of the 
spec~al a~v~ntages enjo~ed by th~d countr~es, it is perfectly clear that the application 
of thiS prm01ple does not rmply the nght to enJoy the advantages for which provision is made 
in conventional tariff. This should reassure the delegates who have voiced their fear that the 
pact which we are proposing would necessitate the automatic extension of conventional 
tariffs to countries not parties to the treaties involved. The pact can only apply to the 
general regime, and there can be no question of its extension to special advantages arising 
out of treaties. I may add that the other questions of a like nature concerning the similar 
products clause, the specialisation of tariffs, etc., are not at all in conflict with the pact, 
provided that such clauses and systems are not specially introduced and aimed against 
any given country. 
· It is obvious from what I have just said that commercial treaties already in force and 
based upon the usual principles, such as the most-favoured-nation clause, national treatment, 
conventional tariffs, etc., without the inclusion of special clauses discriminating against third 
countries, are not dealt with in the pact which we are proposing and will be in no way 
affected by it. Several delegates have asked for more exact information on the degree of 
discrimination with which the proposed pact is intended to deaL The Belgian and Japanese 
delegates, for example, asked me whether the principle of non-discrimination applies merely 
to commercial exchanges in the narrow sense of the word or if it covers the whole range of 
economic relations, including the right of establishment, merchant shipping, etc. It goes 
without saying, Mr. Chairman, that, as the principle of non-discrimination forbids the 
introduction of a special economic regime directed against a given country, its application 
extends to all aspects of international economic relations. 

The Japanese delegate further asked me whether the boycotting of foreign goods coul<l 
also be described as economic aggression. It seems to me that, in the light of what I have 
already said, the boycotting of foreign goods. is beyond all qu~stio!l !' ~orm of economic 
aggression within the meaning of the pact whi~h we are proposmg, if It IS the outcome .of 
Government measures and this holds true even if such measures have not been made public. 
Should the boycott be prompted b! the circums~a~ces of a dispute, t~e question. of its 
admissibility must be solved in the _light of the dec!sion taken on the menta of the ~Ispute. 
Before leaving this group of questiOns, I should like to pause a moment to consider the 
distinction drawn by several delegates between the principle of the most. favoured nation 
and non-discrimination in the matter of procedure. . . 

The Yugoslav delegate has pointed out that the most-favoured-natiOn clause 18 already 
a feature of bilateral agreements, while the principle of non-~iscrimination would be lai_d 
down in a pact whose validity would be indepe~dent of such b~ateral agreement .. s. That IS 

obvious. The pact must obtain results. Otherwise, why adopt Itf Why propose It f . . 
· There is, however, one aspect of the question raised by the Yugoslav de!egat~ which IS 
worthy of special attention. My impression was that the !ugosla~ del~gate Im~g~ned th~t, 
as ·the Soviet Union has not concluded most-favoured-natiOn treaties With cert!'~ countri~s 
(of which Yugoslavia is one), it intends to us~ the pact as. a means ?f obtammg certam 
advantages in these countries. In this connectiOn I should like to re!llind you. that ~ have 
already mentioned Yugoslavia in the list of countries which. have applied a special regime. to 
trade with the Soviet Union. It is evident that the conclusiOn of this pact would not oblige 
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• 1 · t t the So\'iet Union advantages attaching to most-favoured-nation 
I ugos av;a.; ra:ot expect that for a moment. But it is no less evident that, if Yugoslavia. 
treat men · teth? pact 1·t would no longer be free to continue the application of measures of were to accep IS , . . 
discrimination aimed at the Soviet Uruon. 

It be that the Yugoslav delegate considers it expedient to retain such measures 
of 

11 
r=~~n and discrimination against the Soviet Union. ·In that case, I have n?thing 

mor!fo say except to point out that the Yugoslav dele~ate ha~ m_ade no. at~enw.t to enlighten 
us upon the advantages to be derived from such a policy. His silence IS significant, and we 
must leave the matter at that. 

Let us now pass to the hesitation~ and co~ments expressed he~e ~ ~ega!d to the 
very root of the question. Is econonnc aggresswn a factf Does discnmmatwn really 
existf And if such expedients are really practised, should measures be taken to counteract 
them! It' may be that they are ~egitimate an~ even f~v~urable to the ~evelop~ent of 
international relations. The Sparush delegate, In my opmwn, expressed !IImself ~th the 
greatest clarity on this subject. Hitherto, we have been told t!Iat aggressiOn may, m~eed, 
exist and that discrimination may, indeed, be a fact: but that, many case, these expedients 
are ~ot practised by capitalistic countr.ies in _thei~ relations with eac~ other. T!Iat is 
tantamount to suggesting that the Soviet Uruon 1s the only country mterested m the 
conclusion of the pact. The Spanish delegate, on the other hand, frankly admitted that 
discrimination is universal in railway transport, in transit, in taxation, etc. M. Eernis · 
also admitted the existence of numerous forms of aggression in international relations ; 
but the conclusions which he drew were somewhat paradoxical. He suggested that, as 
aggression and discrimination exist, it is useless to attempt to counteract them. 

If we fall in with what I may term his philological attack on the conception of economic 
non-aggression and banish the terms " discrimination " and " aggression " from our 
vocabulary, it will also be necessary to reject the term "pact ", and in that case the whole 
question which we have investigated at such length will be easy to solve. My view is the 
exact opposite, and I suggest that a frank admission of the existence of aggression and 
discrimination is the best argument in favour of the necessity of taking steps to abolish 
such practices and to prevent their embittering international relations. 

The French delegate also admitted that discrimination exists, though he described 
it as an inevitable evil. M. Elbel endeavoured to show that discrimination was a kind 
of lifebelt which saves the lives of countries in process of submersion in the floods of the 
present crisis. Where is the saving of life when such measures lead to the drowning of others! 
It should be frankly admitted that discrimination, when conceived as a series of measures 
directed against a given country, can never be a means of defence or of self-protection. 
It will always be a means of attack. 

If we examine the economic significance of such expedients, it is almost impossible 
to doubt that measures such as the sudden and simultaneous withdrawal of credits in a 
given country and similar financial action are a clear form of economic aggression if it is 
in a spirit of aggression that they are adopted. 

The French delegate considers it impossible by mere appeal to the idea of economic 
aggression to compel banks to continue credits or to convert short-term into long-term 
credits. 

It would be strange if I endeavoured to refute these arguments ; but it would be wrong 
to regard concerted action by banks which threatens to do deliberate harm to the credit 
of other countries as a perfectly natural commercial operation from which the element of 
aggression ~s excluded. Anyone could quote many recent passages from the European 
Press s~owmg to what a degree banks are inspired by political considerations. 

One of the delegates refened here to the question of the legitimate defence of the 
weaker countries against the stronger. But aggression is essentially the arm of the 
~tronger; _and the less powe~ul countries are just those which have an especial interest 
m protectmg themselves agamst the attacks of the more aggressive. The pact which we 
propose is nothing else than a defensive weapon. 

, Everyone knows that t~e policy o~ the Soviet Union has always been inspired by the 
keenest sympathy for t~e rights and mterests of less powerful countries · it is therefore 
natural that the pact whiCh we are proposing should be inspired by the sam~ spirit. 

~ve.ral ~elegates enq~red as to the duration of the pact. We deliberately abstained 
f~om mdicatmg_ a';'y duratwn. We think that the renunciation of economic aggression, 
hke ~he renunmab~n of. w~r as a m~ans of settling international disputes, should not be 
re.stncted by ~ny time-limits. But,, if other delegations think differently, no doubt they 
WJ.ll make their proposals, and we shall be ready to discuss them. 

The Polish _delegate, 1\I. Sok~l, asked who will be entitled to determine the a ressor. 
But wh.o <letermmes the aggressor m the case of the Paris Pact T So far as the pact .g;oposed 
by us 18 concerned, the country which first adopts measures of economic discrimination 
must. be regar~ed as the aggressor. If it were so decided we could introduce a definiti"on 
to th18 effect mto the text. ' 

t-h~vt been r~plying up till now to questions relating to the fundamental principl~s 
on w Ic t e pa~t 18 based. I hope that my replies have helped to dispel the er lexit and 
doubts of certa~ delegates. I should have no objection to the details ~Jch 1 yh 
endeavoured to give here being embodied in the document itself. . ave 
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· Let us now turn to the second grou f b. . . 
idea. of the Soviet proposal, but contest ft 0 0 J:.chb~~· which express sympathy with the 
should consider what obligations are im 8 pradc b·ICa ility. In this connection, I think we 
economic systems. pose Y the pact on countries with different 

An endeavour has been made to creat th . . 
of the pact, the Soviet Union would ben fit t e 1D1press10n that, after the coming into force 
whilst, owing to its monopol of forei e Y numer~us adyantages in capitalistic countries, 
pact for the capitalistic cofntries tog~ra~e, !~ Umon might reduce the advantages of the 
must not overestimate the advanta es ~h· s s really the case f In the first place, we 
capitalistic countries. These counfries h~~ t~e pact wo:ld confer on the S~viet Union in 
foreign competition. Protectionist tariffs ee ontg ce:s.e to be m~r~~ts Widely open to 
licences, quotas and lastl th . ' xpor ~n. Import prohibitiOns, the system of 
its circulation, all m~ke it ~~ssi~l~~~?e~~a~o;op?hsi~g Jo~eignh exc~ange and cont~olliug 
any need for a. State monopoly Th e ~reign ra e m t. e strictest .manner Without 

. forms of commercial polic . e propose pact does not mterfere With any of these y, 

· nd te\~s now t~~ns~der what the pact would mean in the c.ase of a foreign trade monopoly 
~omp u[bl er l;h ;~ I~ter~sts several delegations.- whether the existence of the pact i~ 
. a. I e WI e oreign trade monopoly system and whether in such circumstances it 
~s sole~r ~f ~ta.ntage to one side. .I believe the existence of a foreign trade monopoly far 
rom I~ ng the value of the undertaking not to discriminate, on the contrary giv~s it 

greater Importance .. In ~he first place, any measures of discrimination which might 
be t~k~n bY: the S?VIet Umon would have, as elsewhere, to take the form of legislative or 
admimstrative act10.n by the ~ove~nment. It is common knowledge that, when in the 
eou.rse of a recen~ bitter conflict. With a certain European country the Soviet Union was 
ob~ged to proclaim a commercial boycott of that country, it did so by legislative artion. 
It 18 a~so per.fectly well ~nown. that, in response to the aggt;essive measures of certain 
cou~tnes ag~ms~ the Soviet ~mon,,th~ G_ove~nm~nt of the latter replied by administrative 
repnsals whiCh It made public. Discnllllnation IS not a form of action which is secret OI' 

~~nown to the country against which it is directed. There would be no point in such action 
if 1~ w~re secret. The abrogation of measures of discrimination adopted by the Soviet 

. :tJmon m reply .to ~ggression. and discrimination directed against itself is a matter of great 
mte~est t? capitalist co~ntnes, as WIJ:S seen recently during the discusNions between the 
Soviet ynion and a certam country whiCh had qecided on measures of discrimination against 
the Umon. The Government of the country in question, in replying to the proposal which 
was made to it to cancel its discriminatory measure, put forward a counter-proposal that 
the reprisals of the Soviet Union should be discontinued at the same time. The agreement 
reached on this footing is the best proof of the bilateral nature of the principle of non· 
discrimination .. 

We are also told that the Soviet Union, having a foreign trade monopoly, may, in fact, 
render the pact valueless. Put less politely but more frankly, this amounts to saying that 
the Soviet Union, in proposing the pact and recommending its use in international relations, 
has no intention of applying it itself. On what is this strange supposition based f The 
Soviet Union has never given anyone reason to accuse it of not loyally carrying out its 
international engagements. I know that, ln certain quarters, anti-Soviet fables are still 
believed. I know that sometimes it is thought fit to distort the intentions and proposals 
of the Soviet Government. Would it not be more sensible once for all to abandon these 
methods Y It is true that the pact does not bind the commercial organisations of capitalistic 
countries or of the Union never, under any circumstances, to modify the amount of such 
orders as they have once decided to place. But variations in these purchases after the 
signature of the pact will depend on purely commercial considerations and will take into 
account the special circumstances of each particular transaction . 

• 

The Swiss delegate drew a picture of what would happen if a country with a foreign 
trade monopoly completely stopped purchasing in a particular country. It goes without. 
saying that such a case is in practice impossible, or, ra~h~r, is poss~ble o~ly in the event of a 
rigorous commercial boycott.. But any such ~oyco.tt IS .mcompatible With the pa~t, ~xcept 
in reply to a previous ag!rresswn. We on our side might JUst as well suppose that, m v1ew of 
the extensive developm:nt of gigantic capitali~tic monopolies and their. cl~se. connecti~m 
in . many eases with particular Governments, It . wo~ld be easy for capitalistic countnes 
to evade the clauses of the pact without any publicat10n of decrees for the purpose. Have 
we not recently listened to statements to the effect that international agreements betwe~n 
big capitalist trusts for the sharing of sale and purchase markets are. of more economic. 
importance than Customs regulations! Does ~o.t the monopoly of foreign exchange P!ace 
in the hands of capitalist countries a means of ftxmg the volume and current of trausact10ns 
with any particular country through the agencr of ~he big. banks under their control f 
I will not discuss here which form of monopoly IS easier to mrcumvent -State monopoly 
or private monopoly the monopoly of foreign currency or the monopoly of foreign trade. 
I prefer to suppose ihat the contract~g parti~s, in .sigiiing the P.act,. will do so for tht' 
advantages which it confers, and not With the mtent10n of paralysmg Its effect. 



-16-

The British representative, Sir Sydney Chapm~n, e~pres~ed doubts as to. the possibility 
of a non-discrimination agreement between_ countnes With differe~t econormc systems. To 
dis el his doubts, I may refer him to an article fro~ an Anglo-SoVIet_ ag;eem~nt- namely, 
th! Commercial Convention between the Soviet Uruo~ and ~reat Br1ta1~ wh~ch ~ had the 
honour to sign in the name of the Soviet Government m !--dpr~l19t3hO.t 

1
Th1_sllartwtle 1stof sucth 

special interest in regard to the question we are now cons1 enng a WI ven ure o quo e 
its text, which is as follows : · 

" In concluding the present Agreement, t~e con~racting parties are. a~m~ted_ by 
the intention to eliminate from their econormc relations all forms of discnmmat10n. 
They accordingly agree that, so far as relates to the treatment accorded by each party 
to the trade with the other, they will be guided in regard to the purchase and sale of 
goods, in regard to the employment of shipping, and in _regard to all si~lar m!l'tters ~y 
commercial and financial considerations only and, subJect to such consideratiOns, will 
adopt no legislative or administrative action of such a nature as to place the goods, 
shipping trading organisations and trade in general of the other party in any resp~ct 
in a po~ition of inferiority as compared with the goods, shipping and trading 
organisations of any other foreign country" . 

• 

You perceive t~at. the principle of no~-discrimination applies in t_he. relati?ns bet wee~ 
the Soviet Union, With Its monopoly of foreign commerce, and Great Br1tam, whiCh has until 
recently favoured free trade. We have here the same principle of non-discrimination which 
is at the basis of the pact we propose. The agreement from which I quoted a passage has 
been in force for about eighteen months. Not only has it given rise to no difficulty between 
the signatory States, but it has been an essential factor. in the development of relations 
between them. True, it is a bilateral agreement ; but there is nothing in it which precludes 
its extension internationally. You see that the pact we propose is not a leap in the dark. It is 
in accordance with sound precedent. It is founded on ideas and methods which have been 
justified in practice. 

. . 
Certain delegates who favour the idea of the pact express doubts as to the possibility 

of embodying the idea in a legal instrument of a contractual nature. I think that the 
extract from the Anglp-Soviet agreement which you have just heard may serve also to 
dispel such doubts. It seems hardly desirable to be content with declarations which do not 
bind the Governments. But the pact we propose will be in the nature of a general declaration 
in the sense that, without imposing definite concrete obligations, it will show the way and 

·the direction to be followed by the signatories in their future economic policy. The 
significance of the proposed pact in this connection seems to me much greater than is at 
present realised. 

The French delegate, in criticising the pact, asserted that it deprives capitalist countries 
of the defensive weapon which they require in order to face Soviet competition. He said 
that the peculiar feature of this competition, which he characterises as" dangerous ",consists 
in the fact that, in the Soviet system, the problem of cost price does not arise. He maintains 
that, in the Soviet Union, cost price is not a factor which has to be taken into account, and 
that foreign markets are thus exposed to t-he danger of being flooded by goods manufactured 
under the Five-Year Plan. 

This picture is so remote from the reality that I will merely say it bears no sort of 
resemblance to the economic machinery or policy of our country. It is perfectly clear that 
no nation can flood the world market with goods sold below cost price. · 

We have treated, and we shall in the future treat, those special measures which certain 
countries take on the pretext of the peculiar character of what is called Soviet competition 
as nothing more nor less than a form of aggression. · 

li. Elbel, in o~der to strengthen his position, told us a picturesque - and non-political 
- 11tory of _the ch1~kens and the salad. I must say I was not convinced by his anecdote . 

. To be candid, I think M. Elbel's salad leaf conceals a well-known policy. 

Several delegations said they were ready to accept Article l.of the Soviet draft as to the 
pe~eful co-existence of different economic systems. I find it, however difficult to reconcile 
their declarations with their negative attitude in regard to Article 2 

1
of the draft. Either 

peacef~l co-existence is a~mitted as a principle- in which case countries must give up 
exceptional· meii;Sures agamst countries with other economic systems, and accordingly 
mUl!t ~cept Artl~le 2 at the same time as Article 1 - or the position is that countries with 
a certam econon:uc system want to keep their hands free to discriminate against those with 
anot~er econom1~ system. _In the latter case, why do they accept Article 1, which has no 
p~actlcal valu~ Without Article 2 ! The acceptance of the principle of peaceful co-existence 
Without for~omg agg;cssion a~d discrimination leaves untouched a number of dangerous 
elements whJCh con11t1tute a senous menace to the peaceful co-existence of peoples. 

I ~m sorry to have taken up so much of the Committee's time ; but I could not do 
oth~r~111e than_ reply t~ all the questions and remarks put to me. I hope I have explained in 
Rufhcient detail what IB meant by non-discrimination. I think I have made it sufficiently 
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clear that non-discrimination does not nfli t · h · olic . it is h . co c Wit. the ordinary methods of commercia.] 
~lea/that theo~x\s:e:~:t~~rlrr!~eirt necessarr corollary .under modern conditions. It is also 
of the pact. . en econonuc systems Is not an obstacle to the acceptance 

. It . 
di . ~e~~ms to Jum up fr_ankly the.results of our discussion. Is it or is it not desired that 

scnlllJ!la IOn. an econonuc aggressiOn should continue to complicate and envenom the 
econonuc relatiOns b~tween peoples! If you wish to combat these unhea.Jthy phenomena, as 
~e ou~~el~ets a~e ~nxhious to do, then our common work should take expression in the drafting 
0 a a ex o t e proposed pact of economic non-aggression; for submission to the 
Governme;lltS conce~ned as soon as possible. I really do not think there can be any longer 
:~yt quest~n of domg as the Finnish_deleg~te in all courtesy proposed when he suggested 

a. _we s ~uld go back to our startmg-pomt. The Special Committee was set up with 
defhnnte ~utles ; and, so long as these duties are not performed, it cannot desist from its task 
or and 1t over to other bodies or institutions. · 

As regards the practical procedure to be adopted for the purpose of drafting the final 
text ?f the prol!osal, I think ~he work should be left to a small committee elected by this 

• ~eetm~. In _this small comnutte~, authors o~ additi_ons or amendments arising out of the 
discuss!ons W?-ll. ~e able to put their proposals m precise form. For instance, there might be 
a spec~al definitio_n o~ what const~t~tes ~crimination as a special system brought into 
o:per~t1c;>n ~y l~gislative or adnumstrative means. There might be a definition of 
disc~~nat10n mtroduced by Governments without official publication. It might be 
speci?cally stated that the clauses of the pact in no way invalidate existing commercial 
treaties, and are not opposed to the most-favoured-nation clause. It might be determined 
what meas~res of fina~cial or credit policy a_re tantamount to discrimination. In the opinion 
of the Soviet delegatiOn, the small comnuttee should set to work without delay. ThiK 
appears to me to be the only· method of accomplishing the task on which we are engaged. 

5. Discussion of the Questions raised by 1'1. Sokolnikov's Statemt>nt. 

The CHAIRMAN pointed out that M. Sokolnikov's statement could be divided into 
two parts. The first contained the arguments in support of the Soviet proposal and the 
detailed replies to the objections raised and the questions asked by various delegates, and 
the other a concrete proposal for the formation of a small drafting committee whirh would 
be instructed to consider the Soviet proposa.J and ultimately make the necesKary 
modifications to bring the proposed text into harmony with the various views expressed 
during the discussions. The Committee's task was therefore twofold. It must, on the 
one hand, define its attitude to the replies given by the Soviet delegation on the merits 
of the question, and, on the other hand, decide what action should be taken on the concrete 
proposal to create a sub-committee. 

M. AsHIDA (Japan) wished to raise a point mentioned by the Soviet delegation which 
was of special interest to Japan. The latter was, as it happened, suffering from an economic 
boycott which assumed very extreme forms. As the Committee was aware, an economic 
boycott was often used as an instrument of national policy. If all civilised countries could 
agree to forego this policy entirely it would tend to alleviate and dissipate the tension 
which was disturbing the economic life of Asia. He drew their attention to the cardinal 
importance of China's defining its attitude to the pact of economic non-ag-gression. If the 
Chinese delegate would accept the proposed p~~;ct, so f~r,_ at any rate, as economic boycotti~g 
was concerned, it would greatly ease the relatiOns enstmg between the two great countries 
of the Far East. · 

M. Woo KAISENG (China) observed that the Committee was disc~ssing the Soyict 
delegation's reply to the objections raised against a _draft pact of econonu~ non-_aggress10n. 
The Japanese delegate's question was therefore outside the scope of the dtscus~10n, and ~e 
would refrain from replying to ~ question whi?~ undou~tedly. had a certam economw 
aspect but was inspired predommantly by political considerations. 

M. AsmnA (Japan) explained that, in raising th~ question, he bad only bad ~}le economic 
aspect of the problem in mind. The Soviet delegatiOn bad referred to boycott.mg as a form 
of economic aggression. 

The CHAIRMAN replied that partic~lar cases such. as that just raised ~ould not be 
discussed b the Special Committee, which had to consider the general q.uest10n of a P!!Ct 
of economicynon-aggression. Whether an economic boycott could be descnbed as ag&'feRRlon 
in the sense of the Soviet proposal was a question which could only be settled m each 
particular case after considering the causes of the boycott. 

The various delegations had fully stated their views on. the merits of the q~estion. 
The Committee had now two proposals before it. The first suggested referrmg the 
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· h mination bearing in mind the observations made during the 
question fo! furt er exa d su ~sted the appointment of a small sub-committee which, 
present ses~wnf t~:~~:~~~ation~g and objections made in the Special Committee, would 
on t~eerb::~s ~estion and report to a plenary_meeting of the Co~mittee. The latter w~mld 
~~~!rally ret~in complete freedom to reconsider the text and, if necessary, amend It. 

M. BERNIS (Spain) said that, if the Special Committee would satisfy M. Sokolnikov, 
and if a small committee, formed as he had suggested, could conclude a·. pact of 
non-aggression, it would undoubtedly be a great relief, although he personally disagreed . 

• 
If the Soviet proposal were adopted, tpe countries specifically mentione~ . in 

M Sokolnikov's reply, such as Great Britain, which had concluded a treat_y contammg 
a ~on-discrimination clause, would, of course, have to be on the sub-committee. 

He himself had no desire to be a member of the sub-co~mittee. ~he cardinal 
question, to his mind, was how the ~co~om~c meas~res of certam countnes would be • 
regarded. That could only be dealt With m bil~teral ~st~ments. !our years ago h? ~ad 
been instructed by his Government to de3:l With a similar. quest10n. when a. coeffiCient 
of exchange depreciation had to be applied to German Imports mto Spam. Before . 
deciding the question, he had made sure that the various Ger~an manufacturers and 
importers did not practise dumping or sell goods below cost pnce. 

In this case the Russian proposal could hardly be considered until the actual cost 
prices of Russiah manufactures had been ascertained and the Soviet Government had 
formally declared that dumping was not practised. He would, however, state that the 
Spanish Government was most desirous that the attitude of countries which rejected the 
pact should n·ot be construed as hostile to the idea of economic non-aggression which was 
at the basis of the Soviet proposal. 

M. STUCKI (Switzerland) thought there were two methods which might be adopted. 
The details of M. Sokolnikov's speech might be taken and discussed point by point, which 
would be an interesting but rather lengthy method. Various delegates had said that they 
could see no chance of such a pact being concluded or, if it were concluded, being applied. 
Other delegates had been more courteous in their objections and had confined themselves 
to asking questions. 

The more appropriate method to his mind would be for the Special Committee, before 
appointing a small sub-committee, to decide whether the Soviet proposal was consonant 
with the interests of the various countries to which it had been made. As far as Switzerland 
was concerned, he had already given a negative reply. Another question to be decided 
was whether, even supposing the Russian proposal to be broadly consonant with the interests 
of each country, a workable text could be agreed upon. M. Stucki did not think that 
a plurilateral pact could go further than. bilateral treaties. 

The Soviet delegation's explanations added nothing fresh to the proposal, the scope 
of and motive for which his delegation had from the outset realised. The real point was 
still the relation between the clause of non-discrimination and the most-favoured-nation 
clause. M. Sokolnikov's explanations failed to remove the objection that the economic 
systems of the countries which would have to accede to the pact differed too much from 
one another to afford the necessary guarantees which would justify assuming more drastic 
obligations than those involved by bilateral treaties. According to the Soviet delegation, 
everything depended on whether the measures which might be described as discriminatory 
were taken with an aggressive intention. He was reminded of the academic discussions 
in penal law regarding a person's good or bad faith in committing some act. The question 
was to know what was taking place in that individual's brain. A problem which was so 
difficult to solve in the case of persom would be insoluble in the case of international 
questi~n~ on w~i~h. a judgment could be passed OI;tlY if the intentions of various governing 
authonties; politicians, etc., were known. It might well be asked what tribunal could 
Ktate in each particular case whether a given measure had been taken in a spirit of aggression. 
It w~s replied that the pact of economic non-aggression was a supplement of the Paris Pact, 
and It would naturally be the duty of the same judge to decide on·disputes arising out of 
one or other of these two pacts. M. Stucki could not believe that there were States which 
would all_ow a tribun~l to declare that me~sures taken in a particular case were not justified 
~y plaUinble. eeon?mic reasons but constituted a violation of the pact. To take concrete 
mstances whiCh m1ght actually occur, a country might prohibit the import of certain articles 
nch as nitrogenous products, which were only exported by one or two countries. If th~ 
!atter complained that such pr~hib~tion was an act of aggression, they would be told that 
It was a ge!leral ~easure a.ffectmg_ I~ports fror_n all ~ountries. Similarly, if the import of 
watch-makmg artiCles were prohibited, and if Switzerland, which was practically the 
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only country concerned complained f th t b · 
b t ld th t •t • o a emg an act of ag!!"fession it would always e o a I was a general measure y t "t b · · ~ ' 
in question would really be suff . i e I was 0 Yious _that, m practice, the countries 
at them. ermg rom an .act of t'conomic aggression aimt'd nclusiwly 

. For all these reasons the Swiss delegate could not believe in the practicabilit of the 
Soviet P:~posa~ and therefore thought it useless to .appoint a sub-committee which after 
one wffeet 8 woldr • wo~blld at most merely succeed in drawing up a draft convention to'which 
no e ec cou possi y be given. 

. M. PossE (Germa~y) found that M:. Sokolnikov's explanations dealt satisfactorily 
With ~os~ o~ the questi?ns he had asked. There wer<> still a few secondary matters, such 
as specialisatiOn, boycottmg, etc., which might easily be settled by a sub-committee and he 
ag;eed t~at such a committee should be formed. Apart from difficulties which might 
~nse .o~ng to the very short time at the disposal of most dell'gates he had no objection 
m prmmple. ' 

. M:. ToD?ROVITCH (~ugoslavia) considered that the proposal was very vaguely worded, 
whw~ explamed why fifty-two questions had been put to the Soviet delegation. The 
quest~on no'! was whether M. Sokolnikov's replies were sufficiently informative. From 
the view which he took on the scope of the non-discrimination clause, it appeared that 
the latter w?uld app~y to the gene~al regime and not to special preference arrangements 
and conventiOnal tariffs. 'The Soviet delegate had also mentioned the treaty concluded 
b~tween Great Britain and Russia containing this particular clause. What waK 
Su Sydney Chapman's opinion on the question whether the BritiKh view of this clauKe 
corresponded with that of the Soviet Government! The explanations already given were 
certainly useful, but there were still, he thought, many points not sufficiently cleared up. 

He thought it inadvisable to appoint a small sub-committee. If the Soviet proposal 
remained as it was, the attitude of delegations which objected to the suggested pact would 
remain unaffected. A week would thus have been lost in drawing up a scheme which 
would be unworkable, and, in the end, the Soviet Union would have to be asked to settle 
the question. by bilateral negotiations. If, on the other hand, the small sub-committee 
submitted a scheme which was very different from the Soviet proposal, the question would 
arise whether the Committee was entitled to give an opinion on the new scheme. Its 
terms of reference were to discuss the Soviet proposal as formulated and not to draw up a 
fresh text. 

M:. ELBEL (France) admitted that, on certain points, 1\1. Sokolnikov's reply seenwd 
to have dissipated the misunderstanding regarding the meaning of discrimination. On 
other points, however, the Soviet delegate, for all his skill, had failed to clear up the doubtK 
of most delegations, particularly as regards the question whether a foreign trade monopoly 
enabled more or less deliberate measures ,of discrimination to be applied or not. No direct 
reply had been received either regarding coatings. The explanation furniKhed did not 
give the impression that the competitor was working under similar economic conditions. 
Nor had any reply been returned regarding creditR. The Soviet delegation had not said 
that it would not regard the withdrawal of the Government credits granted to certain 
countries as economic aggression. It was therefore not easy to form an opinion which 
would help in finding forthwith a satisfactory solution for the problem. TimeH were disturbed, 
and there was much uncertainty and anxiety regarding the future. It would be too ambitiouH 
to expect to solve such a thorny question at ob.ce. He agreed with 1\1. Todorovitch that 
the Committee would be exceeding its powers if it drew up a fresh text. The Committee 
should merely submit to the Commission of . Enquiry_ for ~uropean Union a report 
summarising the various arguments for and agamst the conclusiOn of the pact, and leave 
it to the Commission to draw its own conclusions. 

M:. CoLOMBO (Italy), while admitting the weight of M:. Elb~l's arguments; thought 
a small sub-committee should nevertheless be set up. The questiOn, after all, was one of 
principle, and should be closely exar_nined both as regards its substance and its form. 

Cerna! HUSNU Bey (Turkey) concurred. 

M:. liJELT (Finland), to dissipate the misunderstanding caused by his p~oposal for 
adjournment, explained to the Soviet delegate that he ~ad not suggested ~aking a fr~sh 
start, but merely recommending the Commission of Enqmry ~or European Umon to a~po~nt 
a. special committee which could carry out a more exhaustive study. The other Fmmsh 
proposal suggested adjourning to a later date in order to enable the question to bet horoughly 
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uamined and to reconvene the Special Committee a. few daylt before ~-e te~t s~si~n OJ 
the Commission of Enquiry- i.e., about January 14th ~r 15th. M. Jet a so ec are 
himRI'lf in faYour_ of appointing a. limited drafting committee now. 

M. AsHTDA (Japan) supported the Soviet proposal. 

Sir Sydney CHAPMAN (Great Britain) doubted ·the advi;sabilit~ at the moment of 
appointing a small sub-committee to draw up a draft convention whicl?- would. embody all 
the observations made during the discussion. Quite apart from the time which th~ sub
committee would need for its work, he doubted whether such procedure would be consl8tent 
with the Special Committee's terms of reference. It would therefore be be~ter to draft a 
report stating the objections raised and the conclusions adopted by the Comrmttee ~nd leave 
it to the CommiRsion of Enquiry for European Union to decide the further action to be 
~~- . 

Replying toM. Todorovitch's question, Sir Sydney Chapman declared that the insertion 
in the Anglo-Russian temporary commercial agreement of 1930 of the words referred to 
was an attempt to cope, as far as possible, with the difficulties to which he had draw_n 
attention. The Committee would have to decide whether they could be used as the basl8 
for a plurilateral.convention. - · 

M. RoMAN (Poland) agreed with M. Elbel that a report should ·be drawn. up and 
submitted to the Commission of Enquiry, which would decide whether to put the proposal 
before the Governments. 

M. BUERO (Uruguay) had been absent from the first meeting and had therefore had no 
opportunity of expressing his views on the Soviet proposal. Having heard the Soviet 
delegation's explanations of the scope of the scheme, he felt certain that the problem might 
merit closer consideration, and for that purpose it might be advisable to appoint a drafting 
committee. He disagreed with preceding speakers as regards the powers of the Special 
Committee, which had a perfect right to draw up a fresh draft convention embodying the 
various views expressed during the discussion. It was not fair to limit arb!trarily the 
Committee's powers. Delegates had come to Geneva with certain instructions, and it was 
natural that they should try to see whether they could carry out those instructions by 
amending the texts before them. If it were only a question of submitting a report, there 
was no need to convene a committee: it would have been sufficient to communicate with the 
Governments concerned. 

Mr. LINDSAY (India) thought the various criticisms expressed on the original Soviet 
proposal might be summarised by stating that the pact attempted too much. Hitherto, 
European and non-European countries had progressed by concluding definite and precise 
agreements which could be interpreted by international courts. It was impossible to lay 
down in a categorical form a general principle which would apply to all cases. He therefore 
thought it inadvisable to try and redraft the Soviet proposal. It would be sufficient to send 
the Commission of Enquiry for European Union a report of the delegates' objections and 
M. Sokolnikov's replies, together with such further observations as had been made in the 
Committee. The report should also mention that the clause had already been adopted in a 
commercial agreement between England and Russia and· that this bilateral procedure 
might be extended with some chance of success . 

• 
M. V ALDEs-MENDEVILLE (Chile) agreed with the Uruguayan representative on the 

question of procedure. The Special Committee did not consist of European countries only, 
but ~as. international in chara.ct~r. It. would not be fair for it to burke the question by 
subrmttmg a report to a ComllllSsion which was purely European. At the same time, he did 
not ~elieve that the small sub-committee could be convened immediately. It might be 
appomted now and convened for a later date. The various Governments had been asked 
to give their observations on the Soviet proposal. Chile had replied ; but, as the invitation 
was still open! further observations might ~e recei~ed from the Governments. They could 
then be exammed by the small sub-comrmttee which would meet later but in any case 
before the next session of the Commission of Enquiry for European Unio~. It remained 
to be seen whether the sub-committee would submit its report to the Special Cominittee or 
to the Commission of Enquiry. 

M. SOKOLNIKOV (Union of Soviet Socialist Republics) gathered that most of the 
delegates agreed that a small sub-committee should be appointed. The only question was 
what it would do. According to some delegates, the sub-cominittee should not adopt any 
conclusion. If so, the Special Committee would have failed in its duty and it would therefore 
be better for the Committee to say immediately that it refused. If that was not the 
Committee's intention, the sub-committee would have to adopt one or more conclusions 
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represen~ing the ~espective opi!"ons of the majority and the minority and state in its report 
that, whil~ certam ~embers.dl8agreed, others agreed that the pact nlight be concluded, or 
thn:t cer.tam ~elegat10ns believed that the pact could be accepted with the amendments 
whi.ch discussion.had shown to be necessary. M. Elbel had said that the Comnlittee should 
decide fo~ or agams~ the scheme, and that it would be exceeding its powers if it touched on 
the question of poss~ble ame~dments. That, he thought, was not a suitable way of carrying 
on the work of an mtern~t10nal co~nlittee. It was only done in the case of a popular 
referen~um .. If the Com~Ittee, agai';l-1 was merely to submit a report without drawing any 
conclus10ns, 1t would be Simply makmg an extract from the Minutes which was rather the 
duty of the Secretariat. ' 

6. Appointment of a Sub-Committee. 

The CHAIRMAN, summing up the various· opinions expressed, pointed out that the 
Comnlittee hD:d ~een convened to consider a draft pact, and it was incorrect to say that its 
powers were linnted. In proof, he would refer to a passage in the report of the Commission 
of Enquiry for European Union which showed that the Comnlittee was to study the question 
and not confine itself merely to a superficial and strict examination of the Soviet Union's 
proposal. The task of the Committee was therefore to exanline the question raised by the 
Soviet proposal. Had it done sot He rather thought not. Doubts and hesitations and 
objections had been expressed regarding the idea of a pact of non-aggression. Reference 
had been made to the difficulties which would arise if an attempt were made to put such a 
pact into execu,tion. The delegates bad unanimously adnlitted that the idea underlying 
the Soviet proposal was essentially liberal. Various points of difficulty had been raised and 
finally reduced to fifty-two. The Soviet delegation's reply was not merely a rejoinder to the 
objections raised, but it added new facts to the discussion, such as the clause of non
discrimination which appeared in the Anglo-Soviet treaty of commerce. As the Committee 
was not tied down in its examination of the question, the question arose whether it had given 
the problem sufficiently full and exhaustive consideration. From the point of view of the 
delegates personally, the subject nlight be exhausted ; but, from the standpoint of the 
Comnlittee as a whole, the work could not be abandoned until every possibility had been 
explored. Perhaps the sub-comnlittee would conclude with M .. Stucki that the pact could 
not be worked, or it nlight decide that it should merely draw up a report. Be therefore 
proposed to appoint a small sub-comnlittee, but not to _give it any definite te~ms of reference. 
The sub-comnlittee would report to the plenary meetmg on the results of 1ts work. When 
definite proposals had been put forward by the sub~comnlittee, the Special Comnlittee c_ould 
study the question definitely and adopt its conclusiOns .. Be th~refore proposed t.o appom~ a 
small sub-comnlittee representing the following countries : Chile, Czechoslovakia, Estoma, 
France, Germany, Great Britain, Japan, Poland, Sweden, Switzerland and Turkey. 

M. STt1CKI (Switzerland) said that as there could be no nlistak~ about his view of 
the pact, he could not agree to become a member of the sub-committee. 

The CHAIRMAN said he would substitute Yugoslavia. for Switzerland. 

M. ToDOROVITCH (Yugoslavia) said that the reasons given by M. Stucki applied to him 
also. 

The membership of the Bub-Committee was fin.allp constituted as follows : Chile, 
Czechoslovakia, Estonia, France, Germany, Great Brdam, Japa"!• Poland, Bw.etlen ~nd 
Turkey, with M. de Michelis (Italy) as chairman. The delegahon of the 8ov1et Umon 
would also be represented. 
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FOURTH MEETING (PRIVATE). 

Held on Thursday, November 5th, 1931, at 11a.m. 

Chairman : M. DE MICHELIS (Italy). 

1. Examination of the Draft Report to the Commission of Enquiry for European Union. 

· PREAMBLE. 

M. BERNIS (Spain) thought that as Article 23 (e) of the Covenant was referred to. at 
the end of paragraph 1 of the Preamble, it would be better to reproduce the exact wor<li;ng 
and not to substitute the notion of non-discrimination. The Committee had no authority 
to interpret a principle and could not amend in the slightest degree an existing text. 

M. STOPPANI (Director of the Economic Relations Section) pointed out that the wording 
of Article 23 (e) of the Covenant had already been interpreted at various Conferences, 
including that of Genoa. 

M. SoKOLNIKOV (Union of Soviet Socialist Republics) thought it preferable not to try 
to connect the idea of non-discrimination with the terms of Article 23 (e) of the Covenant, 
and therefore suggested deleting the second sentence in paragraph 1. 

Agreed. 

At the request of M. BERNIS (Spain) the following was added to the ji1·st sentence of 
paragraph 2: . . 

"And the uncertainty which its wording might involve". 

CHAPTER I. - PARAGRAPHS 1 AND 2. 

Adopted without discussion. 

PARAGRAPH 3. 

M. BERNIS (Spain) pointed out that it was unfair to say that the Soviet Union took 
no account of the cost price of the goods exported. The truth was that Russia had adopted 
a new method of calculating cost prices based on the general cost of its whole econoinic 
organisation. He would like this simple observation to be included in the Minutes. 

M. SoKOLNIKOV (Union of Soviet Socialist Republics) feared that the.view taken by 
capitalist countries of Soviet Union's economics was quite different from the idea which 
that country- had of its own economic system. Paragraph 3 should .therefore contain a 
refutation of the argument put forward. 

After discussion, the following wording for paragraph 3 was adopted: 

" ~t appeare~ to so!D~ that this _situation was further agpavated by the fact that 
the l!mon of ~?v1et Somalist Republics, as a conse_quence of ~ts economic organisation, 
was m a pos1t10n to encourage exports abroad Without taking into account as they 
maintained, the traditional factor of the cost price of the goods exported a ~tatement 
which the Soviet delegation categorically denied. " · ' 

PARAGRAPH 4. 

The opening words, "In these circumstances ", were deleted. 

At the request of M. ELBEL (France) the words "some members " were substituted 
for "the majority of the members " . 

.Agreed. 

PARAGRAPH 5. 

.. At the request. of M. So~OLNIKOV _(Union of Soviet Socialist Republics) the words 
From the standpomt of poss1ble State mtervention in economic life" · t d · h' 

1eoond 1entence after the words "They_ added that". were tnser e tn t e 

After discussion, the following wording was finally. adopted f th h · 
paragraph : . or e second . alf of thlB 
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" l\iore~ver, the. authors of the pact considered that, despite her ~pedal economic 
. syst.em, Sov1et Russ1~ ~as perfectly able to assume an obligation of non-discrimination 
eqmvalent t~· a pos1t1ve guarantee. They pointed out that this country had, on 
several occaswns, _been led. to promulgate as an act of repriRal.lnws prohibiting the 
purchase of goods m a partiCular country. In undertaking not to discriminate Russia 
would have to . . • " . . ' 

PABA GRAPH 6. 

M. SoKOLNIKOV (Union of Soviet Socialist Republics) proposed the following wording : 

"Moreover, the delegates of the Union of Sqviet Socialist Republics pointed out 
that purchases abroad were made on the basis of a general plan prepared by the 
~overn~ent, by State co~mercial organisations, which in the absen<'e of special 
~nstructwns were ~o be guided solely by commercial principles, and therefore buy 
m the market which happened to be most advantageous in each particular case. " 

Agreed. 

PABA GRAPH 7. 

Deleted, at the Soviet delegation's request .... 

CHAPTER II. -PREAMl!LE AND PARAGRAPH (a). 

Adopted without discussion. 

PARAGRAPH (b). 

r>I. FIERLINGER (Czechoslovakia) thought the end of the second paragraph was 
illogical and suggested the following amendment : " without the consent of the party 
entitled to claim such advantage ". 

The Chairman suggested : " without the consent of the third parties concerned ". 

M. F!ERLINGER (Czechoslovakia) . thought such an amendment would be too wide 
in scope. 

M. PossE (Germany) suggested : "without the consent of the parties signatory to the 
·pact ". · 

M. FIERLINGER (Czechoslovakia) admitted that the question was a purely academic 
one, but it would be better to be more precise. 

After discussion, the following wording· was finally adopted : 
" As regards the question as to how the pact would operate in the case of posHible 

preferential agreements, . the Soviet delegation considered that such agreements were 
only in contradiction with the draft if they were concluded without the consent of 
the parties which, in virtue of their commercial treaties, were ent-itled to claim the 
same advantage. " 

P ARAGRAPHB 3 AND 4. 

At the request of M. ELBEL (France), the words "it conHidered that" w_ere, for greater 
clearness inserted immediately before the words " these measures were compatible . . • " 
(paragraph 3). Similarly, the words "In the opinion of the Soviet delegation" were 
inserted at the beginning of paragraph 4. 

PARAGRAPH (C). 

Adopted with the following amendment in the French text : 

·For "d'appliquer ", read: "fussent appliques ". 

PARAGRAPH (d). 
Adopted without observation. 

CHAPTER III. 

At the request of the Soviet delegation, a second paragraph was added, worded as 

follows: 
" The Soviet delegation contended that it was, on the contrary, ~ecause ~he 

weaker countries were less able to defend themselve~ that they co~tld ~er1ve nothmg 
but benefit from the adoption of a pact of econom1c non-aggresswn. 
Chapter III was adopted with this amendment. 
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CHAPTER IV.- FIRST AND SECOND PARAGRAPHS. 

Adopted without discussion. 

THIRD PARAGRAPH. 

M. SoKOLNIKOV ·(Union of Soviet Socialist Republics) proposed the substitution of 
the words "the problem of dumping and " for the words "on the other hand ". 

1\I. FIERLINGER (Czechoslovakia) proposed the addition of the words " by the 
Committee " at the end of the paragraph. 

The third paragraph was then adopted, ita final form being as follows : 
· "The problem of dumping and the question whether the introduction of 

anti-dumping duties or .similar compensatory measures should be regarded as an act 
of aggression within the meaning of the draft was not settled by the Committee." 

CHAPTER V. 

At the request of the Soviet delegation- the word " great " was deleted from the first 
paragraph. · , 

Following an exchange of views, the first sentence of the second paragmph (beginning 
with " The majority of the members ") was modified as follows : 

" The majority of the members of the Committee, however, thought that a 
multilateral agreement taking the form of the draft submitted . . " 

At the end of the same paragraph the words "in Chapter I "were substituted for " above 
under A ". 

M. BERNIS (Spain) recalled that the Soviet delegation had asserted that it was always 
possible to sign a bilateral treaty and that difficulties only arose in regard to the conclusion 
of multilateral treaties. He requested that the report should make it clear that such a 
conclusion could never have been deduced from the discussions of the Committee, and that 
no delegate had referred to bilateral treaties as an acceptable solution. M. Bernia asked 
that his remarks should appear in the Minutes. 

The CHAmMAN admitted that it might be possible to add a sentence such as the 
following : . 

" The Committee did not define its attitude as to the possibility of a bilateral 
agreement. " - - . 

It should, however, be observed that this question was answered in the fourth paragraph 
of Chapter I. That passage reflected the general opinion as expressed, not in the Drafting 
Committee, but in a plenary meeting. 

CHAPTER VI. 
Adopted without discussion. 

The CHAmlllAN declared that the d1·ajt t"eport wes unanimou11Ty adopted. 

8. Examination of the "Summary of the Questions put at the JUeetings of November 2nd 1931 
(drawn up by the Secretariat in the Light of the Discussion)" (Annex 1). ' 

!he Committee decided after discussion that the " 81tmmat"y of the Questions put at the 
Meehnga of November 2nd, 1931 (drawn up by the Secretariat in the Zight of the discussion)" 
ah<Juld ~ppear as a~ Annex to the Minutes, which would also include the questions as put by 
the vanous delegat10ns and the Soviet delegation's reply. 

9. Examination of the Draft Resolution. 

The CHAmMAN announced that, after careful examination this draft had been unani 
mously approved by the Sub-Committee set up the previous day. -

t "SDir Sftt'dney lCH;UM,~N (Great Britain) would have preferred the title "General conclusions" 
o ra reso ut10n . . 

ft ~h STOPPANI replied that, in its final form, this draft resolution would come immediately 
a1 11er . e repo

1
rt !1-nd .~ould be preceded by the words, " The Committee arrived at the 

o owmg cone us10ns . · 

FmsT PARAGRAPH. 
AA a result of certain observations by M B (S · 

ll. SoKOLNIKOV (Union of Soviet Socialist R~pu~fc~)s tht:~~ds a~~a:J the regues\~f 
generouK and profoundly humane elements in that proposal " were omitted. recogmses e 
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SECOND PARAGRAPH. 

A;t t~e r~quest of the French delegation, the U'Qrd$1 "it adheres to the view, the truth 
of which 1s, mdeed, demonstrated by; the facts "

1 
wtre Qmitted. 

In its final form, the second paragraph read as fQUowa: 

" It asserts that it is possible for countries with a different economic and social 
struc_ture to exist side by s~de. It is emphatically of the opinion that, in economic 
relatiOns,_ Stat~s must ~e. gmded. solely by the necessities of economic life, and not by 
any consideratiOns_ explicitly derived from differences of political and soc.ial systems. " 

THIRD PARAGRAPH. 

At t.he request of M. BERNIS (Spain), t~e first sub-paragraph tl'as tllotlified as follows : 

" Having regard to the different interpretations given to the actual terms of the 
draft pact and the difficulty of defining within the framework of the part, nggresKion, 
discrimination, etc. ". · · 

M. BERNIS proposed the insertion in the second sub·paragra11h of a time J•cferonco in 
order to guard against the possibility of a change in international relations. He suggested 
the addition of the words " at the present time " or " in the present st.ate of affairs ". 

M. SoKoLNIKOV (Union of Soviet Socialist Republics) considered that thesl' l'XpreMHions 
were vague and added nothing to the general implications of the sentence. 

The CHAIRMAN shared this view and said that he preferred the present. text, whieh 
stated an indisputable fact. 

The maintenance of the present text wa_s adQpted by thirteen t•otes to Q·lle • 

• 
THIRD SuB-PARAGRAPH. 

Adopted tt,itlwut discussion. 

FoURTH SuB-PARAGRAPH. 

Adopted, with the fQ!lQwing mod-ifications. After the words "for European union" 
were added" next January ". The words "the Governments may by that time have H<mt " 
were replaced by the tvQrds "the Governments are requested to send ". 

The CHAIRMAN declared that the report, as amended, and the general conclusions and 

~~te~~:~t::~~e ts~~·~;~~a;O:;hu~t~~~~~!l!Ju~fo~:~ved, except that one del<'gation had 

M. SOKOLNIKOV (Union of Soviet Socialist Republics) annou~ced tha:t t.he Soviet 
delegation could not vote in fav~ur of the first. three. sub-para~rap~s m the tlur~ paragraph 
of the conclusions. Subject to this one reservatiOn, h1s delegatiOn ~ ould :vote w1th the rest 
of the Committee. 

10. Date of the Committee's Next Srssion. 
Following an exchange of yi.ews, it was decided to le.ave the ~reside~t and the Secretariat 

free to fix in due course the date of the Cominitt~e's next. sess1on, which would take J!lace 
in the interval between the session of the Economic Committee and that of the Comm1ttee 
of Enquiry for European Union .. 
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A.~EX I. 

SUllfllfARY OF THE QUESTIONS PUT .AT THE MEETINGS OF 
NOVEl\ffiER 2ND, 1931. 

(Drawn up by the Secretariat in the light of the discu~sion.) 

I. GENERAL QUESTIONS. 

1. How is it possible to establish the text of a ?On~ention b~tween. S~ates havi~g 
political and economic systems as different as those of. the "U_mon of SoVIe~ SoCialist R~publics 
and the other European countries, and a text whtch, gtven these differences, wtll take 
equitable account of them and not give rise to any misunderstandings T 

2. How can the idea of non-discrimination be reconciled with the maintenance of a 
State monopoly of foreign trade T 

3. How can the initiators of the pact reconcile the continued execution of a plan of 
forced exportation, without any economic notion of cost price- the consequence of the 
FiYe-Year Plan- with the idea of economic non-aggression f 

II. QUESTIONS RELATING TO THE ACTUAL SUBJECT OF THE DRAFT PACT. 

1. In general : 

What is meant by economic non-aggression ! 

2. In partic1tl£tr : • 

(a) Have non-aggression and non-discrimination, as contemplated by the pact, the 
same scope and the same meaning as the unconditional and unlimited most-favoured-nation 
clause, or have they a wider sense T 

(b) Are not non-aggression and non-discrimination simply equivalent to the 
abandonment of all import and export prohibitions (even measures which in form apply to 
all countries but in fact affect only a few or only one) T 

(c) Is the boycotting of foreign goods an act of economic aggression! . 

(d) Is the refusal to grant or to extend credits or other banking facilities an act of 
economic aggression T 

III. QUESTIONS RELATING TO THE FIELD OF APPLICATION OF THE PROPOSED PACT. 

1. Does the pact affect existing commercial treaties, and, if so, how T 

2. Should the principle of non-aggression be embodied in commercial treaties or 
established in. a separate treaty ! 

(a) In the latter case, should it apply to all countries independently of 
commercial treaties T 

(b) More p~rticularly, ~ould it o}>lige the St!l't.es parties to the pact to grant one 
another the benefit of conventional duttes or the mtmmum tariff, even though they had 
not concluded commercial treaties between themselves T 

3. Does. non-discrimination 1;\S. ~ontemplated in the draft refer to Customs duties 
alone, or does 1t also extend to proh~bttwns, land, s~a and air t~ansport, transit, the awarding 
of contracts, the treatment of foreigners and foretgn compames, fiscal measures, etc. y 

· 4. Does the principle of non-discrimination formulated in the draft admit of 
exceptions or provide special solutions for the following problems : 

(?) Cus.tomary except~ons to ~he principle of. the most-favoured-nation clause 
(frontier trafftc, Customs umons, regwnal and coloma! clauses, etc .. ) ; 



. (b) . Quotas; 

_(c) Preferential dutiea i 

(il) Similar products; 
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(e) Anti-dumping and compensating duties; 

(f) Control of foreign exchange. _ 

5. How and on what basi& could a dividing-line be drawn between forma of 
discrimination which are permitted and those which are not f 

IV. QUESTIONS RELATING TO ADDITIONS TO BE MADE TO THE D&APT. 

1. What would be the duration of the pact f 

2. What would be the procedure in th~ case of disputes arising out of the interpretation 
and application of the pact f 
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Geneva, September 21st, 1931. 

LEAGUE OF NATIONS 

WORK OF THE COMMISSION OF ENQUIRY 
FOR EUROPEAN UNION 

RESOLUTIONS SUBMITTED BY THE SIXTH COMMITTEE 
• 

TO THE ASSEMBLY 

Rapporteur: H. E. M. Giuseppe MoTTA (Switzerland). 

1. The Assembly notes with satisfaction the results of the work done by the 
Commission of Enquiry for European Union ; 

It approves the report of the Commission of Enquiry regarding its constitution, 
· organisation and methods of work ; · 

It requests the Commission to pursue the work undertaken in conformity with the 
principles laid down in the Resolution of September 17th, 1930; 

It recommends it to have recourse whenever possible to the technical organs of the 
League of Nations and to refer to the League the settlement of any problems which it 
thinks capable of solution on a world scale; . 

It requests the Commission to submit a report on its further work to the next session 
of the Assembly. 

2. The Assembly approves the proposal of the Commission for European Union that 
it should itself set up a special Committee to study a Pact of Economic Non-aggression. 

· The Assembly decides that the following States shall be invited to take part in the work 
of this special committee on an equal footing with the members which the Commission of 
Enquiry may appoint : 

Australia, 
Canada, 
Chile, 
China, 

India, 
Japan, 
Uruguay. 

The Council is requested to invite the Government of the United States of America 
also to send a representative to the special committee if that Government considers it 
desirable. . · 
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[Cornmuniqu~ aux Membres 
de la Societe, ~ I' AssembJee · 

et au Conseil.] · · 

No officiel.:. (4. 66. 1931. VII. ·• 

• 
Geneve, le 21 septembre 1931. · 

SOCIETE DES NATIONS 

TRA V AUX D.-£ .LA COMMISSION· D'~T~DE .. 
. . 

POUR · L'UNION ·_ EUROP~ENNE . 

. , . . . . . . 

RESOLUTIONS SOUMISES PAR LA SIXIEME COMMISSION-.: .. 
' -

· · A L 'ASSEMBLEE 
·· .. 

. . 
Rapporteur: S. E. M. Giuseppe MOTTA (Suisse). ···-

1. I..'Assemblee enregistre avec satisfaction les 'resultats des travaux accomplis par Ia · 
Commission d'etude pour l'Union europeenne; . _· . . · ·. · 

· Elle approuve·Ie rapport de Ia Commission·d'etude concernant sa· constitution, son 
organisation et ses methodes de travail; .. '. 

Elle invite la Commission a poursuivre ·l'reuvre entreprise en . conformite des' 
principes poses dans la resolution du 17 septembre 1930; . · · 

. Elle lui .recommande de recourir, toutes les fois qu'il sera. possible,· aux organismes 
techniques de Ia Societe des Nations, et de deferer a la Societe des Nations le reglement 
des problemas qui lui pal,'aitraient . susceptibles de recevoir une solution ·sur le plan . 
universe} ; _ · • . , 

Elle prie la Commission de presenter un rapport sur ses travaux ulterieurs ala prochaine · 
session de l'Assemblee. · · 

2. L'Assemblee approuve la proposition de la Commission d.'~tude pour l'U.xiion euro
peenne tendant a creer elle-ml\me un Comite special. pour l'examen d'un pacte de non-' 
agression economique. '. ' 
. L' Assemblee decide que les Etats suivants seront invites a participer au:x travau:x de ce 

comite special sur un pied d'~galite avec les membres que pourrait nommer la Commission 
d'etude: · · 

Australie, 
Canada, 
Chili , 
Chine, 

In de, 
Japon, · 
Uruguay. 

• 
• 

Le Conseil est prie d'inviter Ie·Gouvernement des Etats-Unis d'Amerique a se faire 
~alement representer dans le comite special si le gouvernement susindique l'estime ·utile: 

II. d. S. ~.••:.o. 11/:JI - Imp. de Ia T. de G. 


