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PROPOSALS FOR EXPANSION OF WORLD TRADE AND EMPLOYMENT 
COMMUNICATED BY, .THE UNITED STATES GOVERMIENT, 
TOGETHER WITH THE TFiT OF DU FINANCIAL AGREEMENT 

, BETWEEN THE UNITED KINGDOM .AND THE UNITED STATES 
SIGNED AT WASHLNGTON ON DECE3IBER 6, 1945, AND RELATED 
DOCUMENTS 	 - 	, 	 . 	• . 	 • 

MEMORANDUM OF THE UNITED STATES AMBASSADOR TO CANADA 
TRANSMITTING COPIES TO THE SECRETARY OF STATE 

FOR EXTERNAL AFFAIRS OF CANÀDA OF "PROPOSALS 
FOR EXPANSION OF TRADDAND .  EMPLOYMENT" 

	

1/ f 	 " \Inv 	The Proposals now presented are the result of many months of careful 
work and, although the details are ,prèsentecl for consideration by people 
everywhere as the work  of  technical experts within the United States Govern-
ment, the principles underlying them carry the official endorsement of this ' 
Government. " 

As noted in the foreword by the Secretary of State the Proposals are 
presented for consideration in preparation for an International Conference on 
Trade and Employment which the "United States Government, through its 
representatives on the appropriate organs of the United Nations, will propose 
be held not later than the summer of 1946. Representatives of the United 
Nations have met and laid the groundwork for future cooperation in the fields 
of currency and investment, food and agriculture, and civil aviation. There 
remains in the economic sphere, hoWever, the necessity for early and effective 
cooperative action in the field of trade and employment. 

The Government of the United States believes -that the success of an 

lipternational confe,rence on trade and employment requires adequate pre-
-paration and as full agreement on basic principles as it may  be  possible to 
achieve in advance of such a conference. The specific proposals which are now 
being presented are intended to contribute in a practical way to such advance 
preparation and agreement. The Government of the United States hopes, 
therefore that careful study  will  be given to those Proposals and that in due 
course the nations of the world will make known their views regarding them. 

December 6th", 1945. " 
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-Enclosure, 

PROPOSALS FOR EXPANSION OF WORLD 
EMPLOYMENT 

TiADE AND • 

, 
Developed by a Technical Staff within the Government of the United 
States in preparation for an International Conference on Trade and Em- 
ployment and Presented for Consideration by the Peoples of the World. 

DEPARTMENT OF STATE 

November, 1945. 

FOREWORD 

By the Secretary of State 

The proposals contained in this pamphlet have been developed by expert s. 
drawn frona several agencies of the United States Government, working 
together under 'the general chairmanship of William L. Clayton, Assistant 
Secretary of State, and are published, for consideration by the people of the 
United States and by the peoples and the governments of other countries, in 
preparation for an International Conference on Trade and Employment. 

It is important that such a Conference, based on these or similar proposals, 
should meet as soon as possible. Nations are now determining the policies 
which they will apply to trade in the postwar world. It is ,urgently necessary 
that these policies should be agreed upon in order that the world may not 
separate into economic blocs. 

The Government of the United States, therefore, believes that such a 
Conference should rneet, under the sponsorship of the United Nations, not later 
than the summer of 1946. The representatives of the United States in the 
appropriate organs of the United Nations will urge that this be done. 

The success of such a Conference depends on adequate preparation. This 
preparation should go forward iromediately. The present publication and the 
careful work that lies behind it represent a determined effort to come to grips 
with the problems that will confront such a Conference and so to prepare the 
way for its success. 

JAMES F. BYRNES. le 411) 
DEPARTMENT OF STATE 

WASHINGTON 
Novémber 1, 1945.. 

Ma.  SECRETARY: 

I hand you herewith "Proposals for Consideration by an International 
Conference on Trade and Employment", together with a statement of their 
purpose. 

These proposals have been developed over many months by a group of 
experts drawn from all the interested departments and agencies of the govern-
ment. They are intended to suggest a way in which the United States and 
other countries may concert their policy and action in the field of international 
trade so that the enormous productive powers which lie all about us may 
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be released to operate fully for , the general- benefit.' They, are not •regardoL 
as final and -perfect, but as a , 'working basis for discussion and, I hope, for 
international action in .the near future. 

It is important that international agreement  on the range of questions-
covered by these proposals be reached soon. All countries are faced by serious 
c,oramercial problems and are taking'action on1hem eyery.day. Unless they 
ace together, they will act at cross purposes and may well do serious damage 
to each other. But if they do act together, there is every possibility that the 
peoples of the world.may enjoy, in our lifetime, a higher. degree of prosperity 
and welfare than they have ever had before. Powers of production are now 
the greatest that the world has known. To bring them into play requires agree- -  
ment on principles of- exchange and distribution which will permit trade, pro-
duction, employment, and consumption all to expand together.  

I.  therefore recommend that these proposals be published as a basis of 
discusssion and I would hope that Such discussion rnight lead to an Interna-
tional Conference on Trade and Employment, to meet under the sponsorship 
of the United Nations, not later than the summer of 1946. . 

Respectfully,  
WILLIAM L. CLAYTON 

Assistant Secretary of State. 

EXPANSION OF WORLD TRADE AND EMPLOYMENT 

.ANALYSIS OF THE PROPOSALS 	 - 

The main prize of the victory of the United Nations is a limited and 
temporary power to establish the kind of world we want to live in. 

That power is limited by what exists and by what can be agreed on. 
Human institutions are conservative; only mithin limits can they be moved 
by conscious choice. But after a great war some power of choice exists; 
it is important that the 'United Nations use it wisely. 

The fundamental choice is whether countries will struggle against each 
other for wealth and power, or work together for security and mutual 
advantage. That choice was made in principle at San Francisco and has ' 
since been ratified by the overhelming majority  of  the governments con-
cerned. The business of the immediate future is to give that decision the • 

ry necessa >  body of common institutions and so to support those institutions 
that the experiment may succeed. 

110. 	Success requires that the United Nations work .together in every  field. 
of common interest, in particular the economic. The experience, of cooperation 
in the task of earning a living promotes both the habit and the techniques of 
common effort and helps make permanent the mutual confidence on which the 
peace 'depends. The United Nations have the.refore created not only an 
Economic and Social Council but special bodies to help them work 'together 
on many practical naatters. Already there exist, or are in process of creation, 
agencies to 'deal with emergency relief, with currency, with international 
investment, with civil aviation, with labour, and with food and agriculture. 

The United Nations should also endeavor to harmonize their policies 
with respect to international trade and employment. An International Trade 
Organization is still to be created. To this end, it is now proposed that an 
International Conference on Trade and Eniployment should be called by the 
United Nations, to meet not later than the summer of 1946. 

The c,ommon interests of countries in world trade are obvious. Science 
and technology have enormously increased the productive powers of man. 
Limits upon human welfare are imposed today, not by the ultimate>  poverty 
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of nature's`resources, but by failuré.to use human powers to the full. Among 
the factors which obstruct our march toward the goal of freedom frona want 
are excessive restrictions on exchange ' and distribtition. Progress requires 
release frorn these re„strictions.. 

Every country has its arrangements for the organization of production 
and distribution within its borders. To make the best use of these arrangements, 
countries must exchange their products. World trade is not only the device 
through which useful' goods produced in one country are made available to 
consumers in another; it is also the means through which  .the  needs of people 
in 'one country are translated into orders and therefore into jobs in another.. 
Trade connec ta  employment, production and consumption and facilitates all 
three. Its increase means  more jobs, more wealth produced, more goods to 
be enjoyed. • 

' Countries sh,ould therefore join in an effort' to release "trade  from  the 
various restrictions which have kept it small..` If they .succeed in this  they  
will have made a major  contribution to the welfare  of  their peoples and to the 
success of their common' efforts in other fields. ' 

International trade is kept small by four things: 
(1) Restrictions imposed by governments; 
(2) Restrictions imposed by private combines and cartels; 
(3) Fear, of ,disorder in.the markets for certain primary commodities; 
(4) Irregularity, and the fear of irregularity, in production and employment. 

The Proposals which are herenith published deal with each of these 
problems., 

r7f 

L :RELEASE FROM RESTRICTIONS hiPOSED ' BY GOVERNMENTS 
, 

Governm.ents have restricted the freedorn of traders by many measures '- 
and for many reasons. They will continue to do so. No government is ready 
to embrace "free trade" in,any absolute sense. Nevertheless, ranch can usefully 
be done by international agreement toward reduction of governmental barriers 
to trade 

These barriers take many forms. A transaction between a willing buyer 
in one country and a willing seller in another may be prevented because the 
tariff of the buyer's country creates' an added cost too great to be borne; , 
or because the paper-work required for export or import is so burdensome 
that the deal is not worth while; or because the seller cannot get an export  •  licence; or because the buyer cannot acquire the seller's currency to make 
a payment; or because importation is restricted by the buyer's, country t,o a 
quota ,which has  been exhausted; or because it is forbidden altogether. Or the 
seller may discover that the tariff of, the buyer's country discriminates against 
him in favor, of  sellers ,located elsewhere. 

All these restrictions and the red tape connected with them have undoubtedly , 
prevented many business transactions, cut down the total of world trade, and 
reduced to that extent the benefits which trade might. bring to all the parties 
concerned., _ , - 

Barriers  :of  this sort'are,imposed because they serve ,  or seem to serve some 
purpose other than the expansion of world trade. Within limits they cannot be 
forbidden., But when they grow too high, and especially when  they  discriminate 
between countries or interrupt previous business connections, ,they create bad 
feeling and destroy prosperity. The objective of international action should be 
to reduce them all and to state fair rules within which those.that remain should 
be confined. .,!' 
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- 	This has often  ben  attempte,d between two countries, at a tinie or .ainong 
several countries .with respect to a single problem. These attempts have:not 
been adequate because the many barriers are interdependent. Every  country  
has its own kind of restriction, adapted to its own situation, and can hardly be 
expected to throw off its peculiar -armbr unless the other kinds of armor, 
employed by other countries, are thro« wn off at the same time. What is needed 
is a broad and yet detailed agreement, among many nations, dealing at one 
time with many different sorts of governmental restrictions upon trade, reducing 
all of 'there at once on a balanced and equitable basis, and stating rules and 
principles within which the restrictions permitted to remain should be àdmin-

-istered.- To prepare such an agreement should be one of the main tasks of 
the International Conference on Trade and Employinent. ' • ' 

The Proposals now published afford a -  basis on Which agreeinent might be 
reached. Rules are suggested to limit quotas and embargoes to carefully defined 
cases and to avoid discrimination in their application. Provision-is made for 
'the. substantial reduction of ta.riffs and the elimination of tariff Prefeiences. 
Subsidies, especially subsidies on exports, would be brought under supervision. 
Local taxes on imported products would be limited to rates no higlier than those 

dik levied on like products produced at horne. AgencieS , of governments conchicting 
vir foreign trade would be asked to give fair treatment to the Commercé of friendly 

states, to make their purchases and sales' on economic grounds, and to 'avoid 
using a monopoly of imports  to afford excessive protection to domestic 'producers. 
On these and other points the Proposals try to state fair principles acceptable 
to all and of benefit to all. ' 

The proof of any principle is in its application. Therefore, effective prepara-
tion for the Conference must include detailed negotiations on trade barriers to 
commence as soon as possible. These negotiations should get -down to cases, 
seeking to reduce tariffs, to eliminate preferences, and to lighten or rernove other 
barriers to trade, whatever they may be. 

In the United States, such negotiations are conducted under,  the Reciprocal 
Trade Agreements Act, which was renewed by Congress in June 1945 with an 
increase of the authority conferred upon the President. The use of that author-
ity is one of the most important contributions which the United States can make 
to the success of the Conference. 

Accordingly, this country should undertake negotiations under the Trade 
Agreements Act with several other governments as soon as a mutually satis-
factory basis can be found, the required notices published, the statutory public 
hearings held, and their results considered. These negotiations cannot prac- 

• ticably be conducted with all countries at the same time, but the effort should 
be to get forward with the work, commencing before the general Conference 
convenes and continuing until every friendly country has participated in the 
enterprise. 

Together, if they will, the countries of the world now have it in their power 
to free their trade from excessive governmental barriers. When that ha.ppens 
and to the extent that it happens, more ships will sail with fuller cargoes, more 
men will be employed, more goods will be produced, and more people will have 
better things to eat and wear and otherwise consume. 

II. RELEASE FROM RESTRICTIONS IMPOSED BY PRIVATE COMBINES AND CARTELS 
Trade may also be restricted by business interests in order to obtain the 

unfair advantage of monopoly. 
In many lines this has not happened, but in others, as experience discloses, 

firms have banded together to restrain competition by fixing common selling 
prices, by dividing the world into exclusive markets,,by curtailing production, 
by suppressing technology and invention, by excluding their rivaLs from par- , 
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ticular fields, and by boycotting outsiders. These practices destroy fair 'com-
petition and fair trade, damage new businesses and small businesses, and levy 
an unjust toll upon consumers. Upon occasion, they may be even more destruc-
tive of world trade than are restrictions imposed by governments. - 

. Goods can surmount a tariff if they pay the .duty; they can enter despite 
3 quota if they are within it. But when a private agreement divides the markets 
of the world among the members of a cartel, none of those goods can move 
between the zones while the contract is in force. Clearly, if trade is to increase 
:as a result of the lightening of government restrictions, the governments con-
-cerned must make sure that it is not restrained by private combinations. ' 

The Proposals therefore contemplate that countries will act, individually 
and  co-operatively, to curb those restrictive business practices in international 
trade which interfere with the objectives of increased producion and trade, 

, access on equal terms to markets and raw materials, and high levels of employ-
•ment and real income. 

To this end, it is suggested that a special agency be established within the 
International Trade Organization to receive complaints concerning restrictive 
practices of international combines and cartels, to obtain and examine the facts 
which are relevant to such  S cases, and to advise the Organization as to the a 
remedies that may be required. 1111 

Enforcement against private violat,ors necess_arily rests with member govern-
ments. It will be the function of the Organization to recommend to these 

..governonents that they take action under their own laws and procedures. In 
'the United States, enforcement would continue to be by judicial proceedings 
_under the anti-trust laws. 

' 	 III. RELEASE FROM FEAR OF DISORDER IN THE MARKETS FOR 

PRIMARY COMMODITIES 

After a great war there is danger of violent and rapid movement in the 
markets for primary commodities. The production of some things has been 
increased enormously to meet a war demand or to 'replace sources of pro-
duction cut off by enemy action. Some time after the end of the fighting, 
the war, demand subsides, goods held by the armies are returned to normal 
channels, and old sources of production come back into the markets and add to 
supplies. There is suddenly too much of some commodities and the prices 
react accordingly. Many countries learned after the last war that such changes 
tan be devastating. 

If the Proposals so far discussed 'can be put into effect, a great advance. 
will have been made toward increasing trade and business activity. The resulting 
expansion of incomes and consumption should go a long way toWard enlarging 
the demand for primary commodities. The best cure for any surplus is more 
money in the pockets of consumers. And general prosperity will make it easier 
for people caught by a particular failure of dernand to shift to other lines where 
opportunities are better. 

Such shifts are occurring all the time in any progressive society. Public 
policy should not seek to prevent them, for they are a necessary part of the 
process by vehich the economy meets the changing needs of the people. But if 
the changes come too fast they may bring serious distress to many small pro-
ducers and 'té  their communities. It is important that the needed changes be 
made gradually. 

When excess supplies threaten, the first effort obviously should be to in-
crease consurnption. But if study 'discloses that that cannot be done rapidly 
enough to be effective, other measures may be needed. And since action by 
one country is qtiite,likely to affect producers and consuniers in anothér, there 
should be consultation between governments. • 
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Consultation may result in a proposal for an intergovernmental commodity 
agreement. Such agreements are riot intended to freeze existing patterns of 
production, but rather to provide a prograra of adjustment and a period of 
time within which the essential changes can be made without undue hardship. 

. During the transition, it may be necessary to restrict production or exports, 
to fix prices, or to allocate shares of markets among producing countries. 
Controls of this sort should not be applied in any case unless ,the need is real 
and serious, affecting many people, and not curable by the normal process of 
competition. And when they are set up they should be strictly temporary, 
lasting no longer than required to carry out the necessary shifts. Their purpose 
is not to protect vested interests, but to prevent widespread distress during 
the course of necessary change. 

Intergovernmental restrictions on production or on exports might be used 
--like international cartels—to take unfair advantage of consumers. Therefore 
the Proposals recommend adherence to the rule that consuming countries be 
entitled to participate along with producers in the original consideration of such 
agreements and be entitled- also to an equal voice in their, administration. 
Furthermore, there should be full publicity -about each scheme and all its 

al  operations, in order that the world may make sure that it is managed in the 
general interest. 	 • 	,- 

IV. RELEA.SE  FROM FEAR OF IRREGULARITY IN PRODUCTION AND EMPLOYMENT 

Every country will seek so to manage its own affairs that its business life 
will be free from violent depressions. The object of international action should 
be to insure that these national efforts reinforce each other and do not cancel 

- out. , 
The industrial a ctivity of every country is affected by the size and the 

regularity of its orders from abroad. When industry in any country slows 
• down and its purchas.es of foreign materials are cut, the effects are felt in every 
- corner of the globe. Full and regular production at home, with increased 
participation in world trade, is the greatest boon which any people can confer 
upon producers throughout the world. 

It is important, however, that nations should not seek to obtain full einploy-
ment for themselves by exporting unemployment to their neighbours. To seek 
employment by prohibiting imports or by subsidizing ex-ports would be harmful 
and self-defeating. The business of the Conference, therefore, should be to 

ic,•establish general agreement that each country will seek, on its own account, to 
I. maintain full and regular production, that it will not do so by using measures 

which would damage other countries or prevent the expansion of world trade, 
and that all countries will co-operate in exchanging information and participate 
in consultations with respect to anti-depression policies. 

V. AN INTERNATIONAL TRADE ORGANIZATION 	1  

Arrangements ou  this scale clearly require, for their successful operation, 
both an international forum where they may be discussed and improved and an 
international staff to assist in their administration. • , 

The Proposals therefore suggest that an International Trade Organization 
be created, to stand beside the existing international agencies dealing with 
currency, investment, agriculture, labour, and civil aviation. It should have a 
constitution much like those of the other agencies set up by the United Nations, 
with enough internal specialization to enable it to perform the tasks assigned 
to it in dealing with trade barriers, restrictive  -business  practices, and inter-
national commodity arrangements. Detailed suggestions on this matter are 
contained in the Proposals. 
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The Organization should be designed as the• central international agency 
to deal with trade. It should be brought into relation with the Economic 
and Social Council in the manner provided in the Charter of the United Nations. 

The Proposals reflect awareness that we live in a world r of  many .countries 
with a variety. of economic systems. They seek to make it possible for those 
systems to' meet in the market-place without ,  conflict, thus to contribute each 
to the othees prosperity  and  welfare. In no case do they impinge iupon sovereign 
independence n  but they do recognize that measures adopted by any country may 
have effects rabroad and they suggest for èeneral adoption fair rules ,of mutual 
tolerance.  

The purpose is to make real the principle  of  equal access to the markets 
and the raw materials of the world, so that the varied gifts of many peoples may 

, exert themselves more fully for the common good. The larger purpose is to 
contribute to the effective partnership of the United Nations, to the growth of 
international confidence and solidarity,  and thus to the preservation of the peace. 

• 
	 . 

PROPOSALS FOR CONSIDERATION BY  AN 'INTERNATIONAL':  
, CONFERENCE ON TRADE AND EMPLOY-A1ENT . 

A.-NEED FOR INTERNATIONAL ECONOMIC CO-OPERATION' '• ' 

1. Collective measures to safeguard the peoples of the world against threats 
to peace and to reach just settlements of disputes among nations must be based 
not only on international machinery to deal directly with disputes and to prevent 
aggression, but also on economic co-operation among nations•  with the object of 
preventing and removing economic and social maladjustments, of achieving 
fairnes.s and equity in economic relations' between states, and of raising the 
level of economic well-being among all peoples. 

2. Important contributions have alre -ady been -made toward the attain-
ment of these objectives. The Food and Agriculture Organization of the United 
Nations has been established. An International Monetary Fund to main-
tain reasonable exchange stability and facilitate adjustment in the balance of 
payments of member countries, and an International Bank for Reconstruction 
and Development to provide financial resources on a co-operative basis for 
those purposes are awaiting the action of governments required for their 
establishment. 

3. In order to reach the objectives of the Atlantic Charter and Article VII 
of the mutual-aid agreements, it is Œsential that the co-operative economigi k 

 measures already taken or recommended be supplemented by further measuree' 
dealing directly with trade barriers and discriminations which stand in the 
way of an expansion of multilateral trade and by an undertaking on the part 
of nations to seek full employment. 

4. Co-operative action with respect to trade and employment is indis-
pensable to the success of such other measures as those dealing with monetary 
and exchange stability and the flow of investment capital. Effective action 
in regard  to  employment and to trade barriers and discriminations must, there-
fore, be taken or the whole program of international economic co-operation will 
fail, and an economic environment conducive to the Maintenance of peaceful 
international relations will not be created. 

B.-PROPOSALS CONCERNING EMPLOYMENT 

Since high and stable levels of employment are a necessary condition for 
an enlarged volume of trade, and since problems of trade and employment are 

. to be considered jointly at an international conference, the following propositions 
are advanced. 
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Governing Principles 

1. It is recognized that:--- 
(a) In all countries high and stable employment  is  a main condition for 

the attainment of satisfactory ,  levels of living. 
(b) The attainment of apprb3dmately full employment by the major indus-

trial and trading nations, and its maintenance on a reasonably assured 
basis, are essential to the expansion of international trade on which 
the full prosperity of thèse and other nations depends; to the full' 
realization of the objectiveé of all liberal international agreements in 
such fields as commercial policy, commodity problems, restrictive 
business practices, monetary stabilization, and investment; and, there-
fore, to the preservation of world peace and security. 

2. Domestic programs to expand employment should be consistent with 
realization of the purposes of liberal international agreements and compatible 
with the economic well-being of other nations. 

3. It is recognized that the adoption of the Bretton Woods Agreements and 
/kof measures to reduce restrictions on trade will contribute substantially to the 
wmaintenance of productive employment. 	- 	, 

4. The United Nations have pledged, in the Charter of the United Nations 
Organization, to take joint and separate action in co-operation with the 
Organization to achieve the economic and social purposes of the United Nations, 
including higher standards of living, full ,  employment, and conditions of 
economic and social progress and development. 

EFFECTUATION OF AIMS 

There should be an undertaking that: 	. 	 , 
1. Each of the signatory nations will take action designed to achieve and 

maintain full employment within its own jurisdiction, through measures 
appropriate to its political and economic institutions. 

2. No nation will seek to maintain employment through measures which are 
likely to create unemployment in other countries or which are incompatible 
with international undertakings designed to promote an expanding volume 
of international trade and investment in accordance with comparative efficiencies 
of production. 	 • 

» 3. Signatory nations will make arrangements, both individually and col-10aboratively under the general sponsorship of the Economic and Social Council 
of the United Nations Organization, for the collection, analysis, and exchange 
of information on  employ  ment  problems, trends, and policies. 

4. Signatory nations will, under the general sponsorship of the Economic 
and Social Council, consult regularly on employment problems and hold 
special conferences in case of threat of widespread unemployment. 

C.—PROPOSALS CONCERNING AN INTERNATIONAL TRADE 
ORGANIZATION 

NEED FOR AN INTERNATIONAL TRADE ORGANIZATION 

1. Measures designed to effect an expansion of trade are essential because 
of their direct contribution to maximum levels of employment, production and 
consumption. Since such expansion can only be attained by collective measures, 
in continuous operation and adaptable to economic changes, it is necessary to 
establish permanent machinery for international collaboration in matters 
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affecting international commerce, with a view to continuous consultation, the 
provision of expert advice, the formulation of agreed policies, procedures and 
plans, and to the development of agreed rules of conduct in regard to matters 
affecting international trade. 

2. It is accordingly proposed that there be created an International Trade 
Organization of the United Nations, the members of which would undertake 
to conduct their international commercial policies and relations in accordance 
with agreed principles to be set forth in the articles of the Organization. These 
principles, in order to make possible an effective expansion of world production, 
employment, exchange, and consumption, should: 

(a) Provide an equitable basis for dealing with the problems of govern-
mental measures affecting international trade; 

(b) Provide for the curbing of restrictive trade practices resulting from 
private international business arrangements; and 

(c) Govern the institution and operation of intergovernmental commodity 
arrangements. 

PROPOSED INTERNATIONAL TRADE ORGANIZATION 	 â 
There follows an outline of the principles which it is proposed should be le  41 

incorporated in the articles of the Organization. 

CHAPTER I 

PURPOSES 
The purposes of the Organization should be: 
1. To promote international commercial co-operation' by esta.blishing 

machinery for  •consultation and collaboration among member governments 
regarding the solution of problems in the field of international commercial 
policies and relations. 

2. To enable members to avoid recourse to measures destructive of world 
commerce by providing, on a reciprocal and mutually advantageous basis, 
expanding opportunities for their trade and economic development. 

3. To facilitate access by all members, on equal terms, to the trade and 
to the raw materials of the world which are needed for their economic 
prosperity. 

4. In general, to promote national and international action for the expansion 
of the production, exchange and consumption of goods, for the reduction of 
tariffs and other trade barriers, and for the elimination of all forms of dis-
criminatory treatment in international commerce; thus contributing to an 
expanding world economy, to the establishment and maintenance in all countries 
of high levels of employment and real income, and to the creation of economic 
conditions conducive to the maintenance of world peace. 

CITAPTER II 

MEMBERSHIP 
The original members of the Organization should be those countries 

participating in the Conference on Trade and Employment which accept 
membership. 
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CHAPTER III 

GENERAL COMMERCIAL POLICY 
Section A. General Commercial Provisions. 

Members should undertake: 	 . 
1. To accord to products imported from other 'members treatment no less 

favourable than that accorded to domestic products " with regard to matters 
affecting the internal taxation and regulation of the trade in goods. 

2. To provide, for products in transit through their territories, coming from 
or going to other members, freedom from customs and .transit ' duties, from 
unreasonable transit charges, and from discriminatory- treatment of all kinds. 

3. To subscribe to a general definition of ,  the circumstances under which 
antidumping and countervailing duties may properly be applied to products 
imported from other members. 	 . 

4. To give effect, as soon as practicable, to agreed principles of tariff valua-
tion designed to assure the use of true commercial values as a basis for assessing 
duties, and to co-operate with other 'members and with the Organization in work_ •  

ing out internationally acceptable valuation procedures of 'a  standardized 
character. 	 « 	 • 

- 	• 	5. To give effect, as soon as practicable, to agreed principles looking toward 
the simplification of customs formalities with a view to eliminating unnecessary 
requirements which afford an indirect protection to domestic products. 
, 	6. To eliminate excessive requirements' regarding marks of origin in so 
far as they affect products imported from other members. 

7. To refrain from governmentally financed or organized boycotts or 
campaigns designed to discourage, directly or indirectly, importation or con-
sumption of products of other members. ' 

8. Tc) provide for adequate publicity regarding laws  1 and regulations 
affecting foreign trade, and to maintain or establish national tribunals of an 
independent character to review and correct admini.strative customs action. 

9. To transmit to the Organization, appropriate trade information and 
statistics. 

10. To co-operate with the Organization and with other members in carry-
ing out or implementing the articles of the Organization. 

• •Section B. Tariffs and Preferences. 1. Import tariff s and preferences. In the light of the principles set forth 
in Article VII of the mutual aid agreements, members should enter into arrange-
ments for the substantial reduction of tariffs and for the elimination of tariff 
preferences, action for the elimination of tariff preferences being taken in con-
junction with adequate measures for the substantial reduction of barriers to 
world trade, as part of the mutually advantageous arrangements contem-
plated in this document. . 

As an initial step in the process of eliminating tariff preferences it should 
be agreed that:— _ 

(a) Existing 'international commitments will not be permitted to stand 
in the way of action agreed upon with respect to tariff preferences. 

(b) All negotiated reductions in most-favoured-nation tariffs will operate 
automatically to reduce or eliminate margins of preference. 

(c) Margins of preference on any product will in no case be increased and 
no new preferences will be introduced. 

51368--31 
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2. Export tariffs and prefèrencès.' >Export, duties should be open to 
negotiation in the same way  as  import. duties.. Members should undertake 
not to impose or maintain.  'expert duties 'Whicb differentiate by reference to the 
destinations to which the goods are exported. 	• 	. 

3. Emergency action. Commitments with :regard to tariffs should permit 
countries to take temporary action to prevent sudden  and  widespread injury to 
the producers . concerned.- Undertakings for redueing tariffs should therefore 
contain an escape clause to cover such contingencieé. 

Section C. Quentitative Trade Restrictions. 
1. General elimination of quantitative restrictions. Except as provided for 

elsewhere in this Chapter, members should undertake not to maintain any 
quotas, embargoes, or other quantitative restrictions on their ex-port or import 
trade with other members. This undertaking should not, however, apply to 
the following: 

(a) Import and export prohibitions or restrictions, imposed during -the 
- early postwar transitional period, which are essential to (a) the  

efficient use of shipping space in 'short supply, (b)` the equitablee 
international distribution of products in short supply, or (c) the 
orderly liquidation of temporary surpluses of government stocks 

". accumulated as a result of the war. Such prohibitions and restrictions  
should be removed not later than three years after the close of - hostili:- 
ties, but provision should be made whereby this period inay be 
extended with the concurrence of the Organization.' 

(b) Export prohibitions or restrictions temporarily' imposed to ' relieve 
conditions of distress in the exporting country caused by severe shortages 
of foodstuffs or other essential products. 	 • 

(c) Export prohibitions or restrictions neces,sary to the application of 
suitable standards for the classification and grading of commodities 
in international commerce. 

(d) Export or import quotas imposed under, intergovernmental commodity 
agreements conforming to the principles set forth in Chapter V. 

(e) Import quotas on agricultural products, imported in any form, neces- 
' sary to the enforcement of governmental measures which operate (a) to 

restrict the quantities of like domestic products which may be marketed die  
or produced, or (b) to remove a temporary surplus of like domestic e' 
products by making such surpluses available to certain groups of 
domestic eonsumers free of charge or at prices -below the current market 
level. Such quotas should not be more restrictive than necessary, 
should be removed as soon as  they  cease to be necessary for the purposes 
of this subparagraph, and should be made the subject of periodic 
consultation with the Organization. If such quotas are allocated among 
sources of supply, they should be allocated fairly, on the basis of imports 
during a previous representative period, account being taken insofar 
as practicable of any special factors which may have affected or which 
may be affecting the trade in the product concerned. Import quotas 
imposed under (a) of this subparagraph should not be such as would 

. reduce imports relatively to domestic production as compared with 
the proportion prevailing in a previous representative period, account 
being taken insofar as practicable of any special factors which may 
have affected or which may be affecting the trade in the product 
concerned. 
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„« 2. Restrictions to safeguard the balance of payments., Members confronte d.  
with.an  adverse balance of payments should be entitled to impose quantitative 
import restrictions as an aid to the restoration , of equilibrium in• the balance 
or payments, This provision should be operative under conditions and procedures 
to be agreed upon. These conditions and procedures , . • - 

(a) should set forth criteria and requirements in the light of which balance-
of-payments restrictions rnight be imposed; • 	 • 

(b) should, as regards the use of such restrictions in the postwar transitional 
period, be framed on principles which would be designed to promote 
the maximum development of multilateral trade  • during that period 
and which in no event would be more restrictive of such trade than. 
the• principles applicable, under Article XIV of the. International 
Monetary Fund Agreement, to the use of exchange restrictions in the-
transitional period; 
should provide for the determination of the transitional period for the 
purposes of subparagraph (b) above ,by a procedure analogous to that 
contained in Article XIV of the International  Monetary Fund Agree-
ment; • 	(d) should provide for the full application of nondiscrimination in the use 
of such restrictions after the transitional period; and 

(e) should make appropriate provision for international consultation 
, regarding balance-of-payments restrictions, whether imposed during the 

transitional period or thereafter. 

3. Equality of treatment. Quantitative restrictions imposed on balance-
of-payments grounds should be deemed nondiscriminatory if they are adminis-
tered on a basis which does not discriminate among sources of supply in respect 
of any imported product. ; • . • , 

(a) In the case of restrictions imposed  in the form of quotas, members 
imposing such quotas should publish the global amounts or values of 
the vitrious products which will be permitted to be imported during a 
specified future period. Any allocation of such quotas among sources of 
supply should be based insofar as practicable upon the proportion of 
the total imports of the product in question supplied by the various 
member countries in a previous representative period, account being 
taken of any special factors which may have affected or which may 
.be affecting the trade in that product. 

(b) In the case of restrictions not imposed in the form of quotas, the 
member imposing the restrictions should undertake to provide, upon 
the request of any other member having an interest in the product 
concerned, all relevant information as to the administration of the 
restriction, including information as to the import licences granted 
over a past period and the distribution of such licences among sources 
of supply. 

(c) Any member should be entitled to raise with the Organization the 
question as to whether another member was imposing balance-of-pay-
ments restrictions, whether in the form of quotas or otherwise, in a 
manner not in harmony with the guiding principles stated above or in a 
manner which unnecessarily injured its conamerce, and the member 
imposing the restrictions should undertake in these circumstances to 
discuss the grounds on which it had acted. 

4.  Inconvertible  currencies. The undertakings set forth in paragraph 3, above, 
should not apply in cases in which their application would have the effect of 
preventing a member from utilizing inconvertible currencies for buying needed 
imports. 

1, • 
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' 5. Scarce cu' rrencies and currencies of territories having a common quota in 
the Monetary Fund. Members should not be precluded by this Section from 
.applying quantitative restrictions (à) in pursuance of action which they may take 
'under Article VII of the International Monetary Fund Agreement, relating to 
scarce currencies, or (b) in a manner designed to maintain the par value of the 

 currencies of territ,ories having a common quota in the Monetary Fund, in 
accordance with Article XX, Section 4 (g) of that Agreement. . 

6. «  Application of quantitative restrictions by state-trading organizations. 
The provisions of this , Section relating to quantitative restrictions on imports 
for balance-of-payments- reasons should apply equally to the restrictions of 
imports .by state-trading organizations for the same reasons. 

Section D. Subsidies. 

1. Subsidies in general. Subject to the provisions of paragraphs 2 and 3, 
below, members granting any subsidy which operates to increase exports or 
reduce imports should undertake to keep the Organization informed as to the 
extent and nature of the subsidy, as to the reason therefor and as to the probable 
,effects on trade. They should also be prepared, in cases where, under procedure& 
approved by the Organization, it is agreed that serious injury to internationalli 
trade threatens to result from the operation of the subsidy, to discuss with 
other members or with the Organization possible limitations on the quantity 
of the domestic product subsidized. In this paragraph, the term "subsidy" 
includes any form of internal income or price support. 

2. Export subsidies. Subject to the provisions of paragraph 3, below, mem-
bers should undertake not to take any action which would result in the sale of 
a product in export markets at a price lower than the comparable price charged 
for the like product to buyers in the home market, due allowance being made 
for differences in conditions and terms of sale, for differences in taxation, and 
for other differences affecting price comparability. This undertaking should 
take effect, at latest, within 3 years of the establishment of the Organization. If 
at the end of that time any member considers itself unable to comply with the 
undertaking in respect of any particular commodity or commodities, it should 
inform the Organization, with an explanation of the reasons. It should then be 
decided by consultation among the interested members under procedures approved 
by the Organization whether there should be some further extension of time 
for the member desiring it in respect of the commodity or commodities concerned. 

3. Commodities in surpus supply. 
(a) When it is determined, in accordance with procedures approved by the 

Organization, that a commodity is, or is likely to become in burdensome 
world surplus, the members which are important producers or con-
sumers of the commodity should agree to consult together with a view 
to promoting consumption increases, to promoting the réduction of 
production through the diversion of resources from uneconomic produc-
tion, and to seeking, if necessary, the conclusion of an intergovern-
mental commodity arrangement in accordance with the principles of 
Chapter V. 	, 

(b) If, however, within a reasonable time to be agreed upon, such steps 
shoud fail of their object, the provisions of paragraph 1.and 2, above, 
should cease to apply to such product until such time as it has been 
agreed under procedures approved by the Organization that those 
provisions should be reapplied to it.  

(c) With regard to  an  y export subsidies which may be imposed under sub- . 
paragraph (b), no member should employ such subsidies so as to enlarge« 

 its share of the world market, as compared with the share prevailing in a , 
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previous representative period. The question as to what period would 
be representative in respect of the particular product concerned should 
be a subject for international consultation through the Organization.. 

Section E. State Trading. 
1. Equality of treatment. Members engaging in state trading in any form 

should accord equality of treatment to all other members. To this end, members 
should undertake that the foreign purchases and sales of their state-trading enter-
prises shall be influenced solely by commercial considerations, such as price, 
quality, marketability, transportation and terms of purchase or sale. 

2. State monopolies of individual products. Members maintaining a state 
monopoly in respect of any product should undertake to negotiate, in the 
manner contemplated for tariffs, the maximum protective margin between the 
landed price of the product and the price at which the product (of whatever 
origin, domestic or foreign) is sold in the home market. Members newly 
establishing such monopolies should agree not to create protective margins greater 
than the tariffs which may have been negotiated in regard to those products. 
Unless the product is subject to rationing, the naonopoly. should offer for sale 

11> such quantities of the product as will be sufficient to satisfy the full domestic 
demand. 

3. Complete state monopolies of foreign trade. As the counterpart of tariff 
reductions and other actions to encourage an expansion of multilateral trade by 
other members, members having a complete state monopoly of foreign trade 
should undertake to purchase annually from members, on the nondiscriminatory 
basis referred to in paragraph 1, above, products valued at not less than an 
aggregate amount to be agreed upon. This global purchase arrangement should 
be subject to periodic adjustment in consultation with the Organization. 

Section F. Exchange Control. 
1. Relation to the International Monetary Fund. In order to avoid the 

imposition of trade restrictions and discriminations through exchange techniques, 
the members of the International Trade Organization should abide by the 
exchange principle's established pursuant to the Articles of Agreement of the 
International Monetary Fund and for this reason it should be required that the 
Organization and the Fund have a common membership. 

2. Equality of Exchange Treatment. Members maintaining or establishing le exchange restrictions should undertake to accord to the trade of other members 
the equality of treatment with respect to all aspects of such restrictions required 
under the provisions of the Articles of Agreement of the International Monetary 
Fund or, in cases where the approval of the Fund is required, the equality of 
treatment prescribed by the Fund after consultation with the International Trade 
Organization. 

Section G. General Exceptions. 

The undertakings in this Chapter should not be construed to prevent members 
from adopting or enforcing measures:— 

1. necessary to protect public morals; 
2. necessary to protect human, animal or plant life or health; 

3. relating to the traffic in arms, ammunition  and  implements of war,' and, 
in exceptional circumstances, all other military supplies; 

4. relating to the importation or exportation of gold or silver; ' 
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, 5. -necessary to induce compliance with laws or regulations, such as those 
relating to customs enforcement, deceptive practices, and the protection of 
patents, trademarks  and copyrights, which are not inconsistent with the pur-
poses of the Organization; 

6. relating to prison-made goods; 
7. imposed for  the  protection of national treasures of artistic, historic or 

archaeological value; 
8. underta.  ken in pursuance of obligations for the maintenance of peace and 

security; or 
9. imposed, in exceptional cases, in accordance with a recommendation of 

the Organization formulated in accordance xvith criteria and procedures to be 
agreed upon. 

'Section H. Territorial Application of  Chapter III. 
1. Customs territories. The provisions of Chapter III should apply to the 

customs territories of the members. If any member has more than one customs 
territory under its jurisdiction, each customs territory should be • considered à 
separate member for the purpose. Of , applying the provisions of Chapter III. 

2. Frontier traffic and customs unions. The provisions of Chapter III should 
not prevent any member (a) from according advantages to adjacent countries 
in order to facilitate frontier traffic or (b) from joining a customs union, provided 
that ' such customs union meets certain agreed criteria. Members proposhig 
to join a customs union should consult with the Organization • and, should make 
available to it such information as would enable it to make' appropriate reports 
and recOmmendations. 

CHAPTER IV 

RESTRICTIVE BUSINESS PRACTICES 

1. Curbing of restrictive business practices. There should,  be individual and 
concerted efforts by members of the Organization to curb those restrictive busi-
ness practices in international trade (such as combinations or agreements to fix 
prices and terms of sale, divide markets or territories, limit production or exports, . 	. suppress technology or invention, exclude enterprises from particular fields, or ilk 
boycott or discriminate against particular firms) which have the effect of frus- Ir 
trating the objectives of the Organization to promote expansion of production and 
trade, equal access to markets and raw materials, and the maintenance in all 
countries of high levels of employment and real income. 

2. Co-operation among members. In order to achieve the purposes of para-
graph 1, the Organization should be charged,  with the furtherance of this objective. 
The Organization should receive complaints from any member (or, with the 
permission of the member, from commercial enterprises within its -jurisdiction 
who allege that their interests are affected), that the objectives of the Organiza-
tion are being frustrated by a private international combination or agreement. 
The Organization should be empowered to call upon any member to provide 
information relevant to such a complaint; it should consider such data and, if 
warranted, make recommendations to the appropriate mem'bers for action in 
accordance -with their respective laws and procédures;' it should be' empowered 
to request reports from members as to their actions in implementing such recom-
mendations, and to report:thereon. The Organization should also be authorized, 



within the scope of its subject matter, to conduct studies, to make recommenda-
tions concerning uniform national standards, and to, call conferences of member 
'states for purposes of general consultation. . 

• 	• 
3. Continued effectiveness of national laws and regulations directed again,st 

restrictive business practices. Any act or failure to act on ithe. part' of the 
Organization :should not preclude any member from enforcing 'within its own 
jurisdiction any national statute or decree directed toward the elimination or 
prevention of restrictive business practices in international trade. 

4. Special enforcement arrangements. It should be proVided that members 
may, by mutual accord, co-operate in measures for the purpose of making more 
effective any remedial order which has been issued by a duly authorized agency 
of another member. 

' 

CLIAPTER .V >  

INTERGOVERNMENTAL COMMODITY ARRANGMIENTS 

I  ;O. • The production of, and trade in, piimary commodities is exposed to certain 
'difficulties different in character from those which generally exist in. the case 

of manufactured goods; and these difficulties, if serious, may have such wide-
spread repercussions as to prejudice the prospect of the general policy of economic 
expansion. Members should therefore agree upon the procédure which should 
be adopted to deal with such difficulties. 

1. Special commodity studies. 
(a) Special studies should be made in accordance with the procedure set 

forth in (b), below, of the position of particular commodities of which 
excess supplies exist or are threatened, to the end that, if possible, con- 

_  sumption may be increased and the anticipated difficulties may thereby 
be averted. 

(b) Members substantially interested in the production or consumption 
of a particular commodity should be 'entitled, if they consider that 
special difficulties exist or are expected to arise regarding that com-
modity, to ask that a special study of that commodity be made, and 
the Organization, if it finds that these representations are well founded, 
should invite the members principally concerned in the production or 
consumption, of that commodity to appoint representatives to a Study 
Group to make a special study of that commodity. 

2. Inter governmental comnzodity conferences. If it is concluded, in the 
light of an investigation of the root causes of the problem, that measures for 
increasing the consumption of a commodity are unlikely to operate quickly 
enough to prevent excess supplies of the commodity from accumulating, the 
members may ask the Organization to convene an intergovernmental conference 
for the purpose of framing an intergovernmental commodity agreement for the 
commodity concerned. 

3. Objectives of intergovernmental commodity agreements. It should be 
recognized that intergovernmental commodity agreements involving restrictions 
on production or trade would be justified in the circumstances stated in para-
graph 2, above, t,o achieve the following objectives: 	• 

(a) To enable member countries to find solutions to particular commodity 
problems without resorting to unilateral action that tends to shift the 
burden of their problems to other countries. 
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(b) To prevent or alleviate the serious economic problems which may arise 
when, owing to the difficulties of finding alternative employment, 
production adjustments cannot be effected by the free play of market 
forces as rapidly as the circumstances require. 

(c) To provide a - period of transition which will afford opportunities for 
the orderly solution of particular commodity problems by agreement 
between member governments upon a program of over-all economic 
adjustments designed to promote a shift of.resources and manpower out 
of over-expanded industries into new and productive occupations. 

4. Principles of intergovernmental commodity agreements. Members should 
undertake to adhere t,o the following prineiple,s governing the institution of 
intergovernmental commodity agreements: 

(a) Members having an interest in the production or consumption of any 
commodity for which an intergovernmental commodity agreement is 
proposed, should be entitled to participate in the consideration of the 
proposed agreement. 

(b) Members should undertake not to enter into intergovernmental, com-, 
modity agreements involving the limitation of production or export, 
or the allocation of markets, except after: 
(1) Investigation by the Study Group of the root causes of the problem 

which gave rise to the proposal; 
(2) Determination, in accordance with procedures approved by the 

Organization, either: 
(a) that a burdensome surplus of the product conce rned has 

developed or is developing in international trade and is accom-
panied by widespread distress to small producers accounting 
for a substantial proportion of the total output and that these 
conditions cannot be corrected by the normal play of com-
petitive forces because, in the case of the product concerned, 
a substantial reduction of price leads neither to a significant 
increase in consumption nor to a significant decrease in pro-
duction; or 

(b) that widespread unemployment, unrelated to general business 
conditions, has developed or is developing in respect of the 
industry concerned and that such unemployment cannot be 
corrected by the normal play of competitive forces rapidljà 
enough to prevent widespread and undue hardship to workeN 
because, in the case of the industry concerned, (i) a sub-
stantial reduction of price does not lead to a significant increase 
in consumption but leads, instead, to the reduction of employ-
ment, and (ii) the resulting unemployment cannot be remedied 
by normal processes of reallocation; 

Formulation and adoption by members of a program of economic 
adjustment believed to be adequate to insure substantial progress 
toward solution of the problem within the time limits of the 
agreement. 

(c) Intergo-vernmental agreements involving the limitation of production 
or exports or the allocation of markets in respect of fabricated products 
should not  be  resorted to unless the Organization finds that exceptional 
circumstances justify such action. Such agreements should be subject 
to the principles set forth in this Chapter, and; in addition, to any other 
requirements which ; the Organization may establish. 	' 

(3) 
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5. Operation of commodity  agreements;  Members should undertake to 
adhere to the following principles goveming the operation of intergovernmental 
commodity agreements: 

0. 

(a) The agreement, should, when necŒsary, contain provisions for assuring 
. not less favorable than those accorded to members parties thereto. 

(b) The members adhering to such agreements which are largely  dependent 
for consumption on imports of the commodity involved should, in any 
determinations made relating to the regulation of prices, trade, stocks, 
or production, have together a voice equal to those largely interested 
in obtaining export markets for their production. 

(c) The agreements should, when necessary, contain provisions for assuring 
the availability of supplies adequate at all times for world consumption 
requirements at reasonable prices. 	 ' 

(d) The agreements should, with due regard to the transitional need for 
preventing serious economic and social dislocation, make appropriate 
provision to afford increasing opportunities for satisfying world require-
ments from sources from which such requirements can be supplied 
most effectively. 	 ' 

• 6. Ternzination' and renewal of commodity agreements. Intergovernmental 
commodity agreements should not remain initially in effect for , more than five 
years. The renewal of an agreement should be subject to the principles govern-
ing new agreements set forth in paragraph 4, above, and to the additional 
principle that either (a) substantial progress toward a solution of the under-
lying problem shall have been accomplished during the initial period of the 
agreement or that (b) the renewed agreement is so revised as to be effective 
for this purpose. 

7. Review,  of conzmodity agreements. Members should undertake to 
transmit to the Organization, for review, intergovernmental commodity agree-
ments in which they now participate or in which  they  propose to participate in 
the future. Members should also transmit to the Organization appropriate 
information regarding the formulation, provisions and operation of such agree-
ments. 

• 8. Publicity. Full publicity should be given to any commodity agreement 
proposed or concluded, to the statements of considerations and objectives 
advanced by the proposing members, to the operation of the agreements, and 
t,o the nature and development of measures adopted to correct the underlying 
situation which gave rise to the agreement. 

9. Exceptions. The provisions of Chapter V are not designed to cover , 

international agreements relating to the protection of public morals; the pro-
tection of human, animal or plant life or health; the conservation of reserves 
Of exhaustible natural resources; the control of international monopoly situa-
tions; or the equitable distribution ,  of commodities in ,  short supply. However, 
such agreements should not be used to accomplish results inconsistent with 
the objectives of Chapter IV or Chapter V. If any such agreement involves 
the restriction of production or of international trade, it should not be adopted 
unless authorized or provided for by a multilateral convention subscribed to by 
a. substantial number of nations, or unless operated under the Organization. 



22 

CHAPTER ,VI, 

' ÔnGANIZATION 

Section A. Functions. The functions of the Organization should, include 
,the following: 

1. To collect, analyze and publish information, regarding the operation of 
Chapter`III, relating to general commercial policy, Chapter  IV,  relating to the 
prevention of restrictive business practices, and Chapter V, relating to inter-
governmental commodity arrangements, or in general regarding international 
trade and commercial policy. 

2. To provide technical assistance to members as may be required or 
appropriate under the provisions of Chapters III, IV and V. 	• 

3. To make recommendations to members regarding the operation of 
Chapters III, IV and V, including the following: 

(a) Recommendations regarding the relaxation or removal of trade control 
measures permitted under Chapter III. 

(b) Recommendations as to measures for implementing the objectives with AL 
regard to restrictive private business practices, set forth in Chapter IV. IC 

(c) Recommendations regarding the application to commodity arrange-
ments under consideration by members of the principles governing 
commodity arrangements set forth in Chapter V; and recommen-
dations initiating proposals for new commodity arrangements, or 
proposing such modifications, including termination, of commodity 
arrangements already concluded, as may be deemed appropriate under 
the commodity principles or in the general interest. 

(d) Recommendations designed to promote the maximum obtainable con-
sistency in the operation of Chapters III, IV and V and in other 
arrangements in the fields of general commercial policy, comrnodity 
arrangements and private business practices. 

4. To interpret the provisions of Chapters III, IV and V, to consult with 
members regarding disputes growing out of the provisions of those Chapters, 
and to provide a mechanism for the settlement of such disputes. 

5. In accordance with criteria and procedures to be agreed upon, to waive 
particular obligations of members, in exceptional circumstances. 

6. To make recommendations for international agreements designed to 
improve the bases of trade and to assure just and equitable treatment for the w 
enterprises, skills and capital brought from one country to another, including 
agreements on the treatment of foreign nationals and enterprises, on the treat-
ment of commercial travellers, on commercial arbitration, and on the avoidance 
of double taxation. 

7. Generally to perform any function appropriate to the purposes of the 
Organization. 

Section B. Organs. The Organization should have as its principal organs: 
A Conference, an Executive Board, a Commercial Policy Commission, a• Com-
mission on Business Practices, a Commodity- Commission, and a Secretariat. 

-Section C. The Conference. The Conference should have final authority 
to determine the policies of the Organization and to exercise the powers con-
ferred upon the Organization. 

1. Membership. All states members of the Organization should be members 
of the Conference. 
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7 
2. Voting. Each member of the Conference should have one vote. Except 

as may be otherwise specifically ,  provided for; decisions of. the Conference should 
be reached  by  'a simple majority vote. It maY be desirable to provide for 
special voting arrangements with regard to the exercise of certain functions 
of the Organization. 

3. Sessions. The Conference should meet at least once a year. 

•  Section D. The Executive Board. The Executive  Board  should be authorized 
to v take provisional decisions between meetings of the Conference and to 
exercise such powers as may be delegated to it by the Conference. The Con-
ference should in general be authorized to delegate its powers to the Executive 
Board.' 

1. Membership. The Executive Board should consist of not more than 
eighteen member states, each of which should have one representative. Member 
states of chief economic importance should have permanent seats. The ,  Con-
ference should elect the states to fill the nonpermanent seats for 3-year terms, 
one-third of the nonpermanent members retiring every year. The number 

did 'nonpermanent seats should exceed the number of permanent seats, but the 
"natter should not be fewer than one-third of the total number of seats. 

2. Voting and sessions. The Executive Board ,should regulate its own 
procedure. 	 , 

Section E. The Commissions: The Commission on Commercial Policy, the 
Commission on Business Practices and the Commodity Commission should be 
responsible to the Executive Board. Each  Commission  should be given as much 
initiative and indePendence of action as may be necessary for the effective 
discharge of its functions. - 

. '1. Membership. The Commissions should be composed of experts appointed 
by the Executive Board. The terms and other conditions of office of the members 
of the Commissions should be determined in accordance with regulations 
prescribed by the Conference. Such terms and conditions need not be uniform, 
but may vary from Commission to Commission. Pursuant to the reciprocal 
arrangements with other specialized international organizations contemplated 
in: Section H, paragraph' 2, of this Chapter, provision should be made for 
appropriaterepresentation on the Commodity Commission of the Food and 
egriculture Organization of the United Nations and of other specialized 
'rnternational organizations having an important interest 'in the commodity 
operations discussed in Chapter V. 

2. Chairmen. The Chairmen of the Commissions should be nonvoting mem-
bers of the Executive Board and should be permitted to participate, without 
vote, in the deliberations of the Conference. 

3. Voting and sessions.  Each Commission should regulate its own pro-
cedure, subject to any decisions made by the Executive Board. 

4. Functions. The functions of the Commissions should include the follow-
ing:, 

(a) The Commercial Policy Commission. The Commercial Policy Com-
mission should: 
(1) Review, and advise the Executive' Board, regarding the operation 

of treaties, agreements, practices and policies affecting inter-
national trade.' •. 
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(2) Investigate, and advise fillet Executive Board  regarding the 
economic aspects of proposals to waive certain obligations of 
members in accordance with the provisions of paragraph 5, Section 
A, of this Chapter. 

(3) Investigate, and advise the Executive Board regardinu the economic 
aspects of proposed customs unions. 

(4) Develop and recommend to the Executive Board, for adoption 
by members of the Organization, co-operative projects of a tech-
nical nature in the field of commercial policy (e.g. standard bases 
and methods of determining dutiable value, uniform customs. 
nomenclature, and standarization of statistical methods and 
nomenclature in foreign trade statistics). 

(5) Develop and recommend to the Executive Board additional pro-
grams designed to further the objectives of the Organization. 
in the general field of commercial policy. 

(b) The Commission on Business Practices. 
The Commission on Business Practices should: 
(1) Inquire into activities on the part of private commercial enter- di  

prises which have the effect or purpose of restraining international Ir 
trade, restricting access to international markets, or of fostering-
monopolistic controls in international trade. 

(2) Advise the Executive Board with regard to the recommendations 
which should be made to members in respect of business divestitures, 
reorganizations, dissolutions or other remedial actions. 

(3) Conduct investigations • and make recommendations to the. 
Executive Board looking to the promotion and adoption in all 
countries of codes of fair business practices designed to facilitate-
and enlarge the flow of international trade. 

(4) Advise the Executive Board as to the types of information which 
members should file with the Organization. 	 ' 

(5) Facilitate appropriate intergovernmental arrangements for the-
international exchange of technological information, on a non-- 
discriminatory basis. 

(c) The Commodity Commission. The Commodity Commission should: 
(1) Investigate commodity problems, including the problem of an 

international buffer stocks organization or other arrangements 110 
which are proposed as a means of promoting solutions to com-
modity problems. 

(2) Make recommendations to the Executive Board on appropriate-
courses of action, including recommendations for the establish-
ment of Study Groups for particular commodities. Such Study 
Groups should be established by the Executive Board, upon the - 
recommendations of the Commodity Commission, for the pur-
pose of investigating problems with respect to particular com-
modities. The Study Groups should be composed of represen-
tatives of rnember governments invited to participate by the-
Executive Board and one Or more representatives d -ignated by 
the Commodity Commission. 

(3) Make recommendations to the Executive Board as to whether-
or not a particular commodity is in world surplus. 

(4) Make recommendations to the Executive Board as to whether -- 
an application made by a member for thé convening of an inter- - 
governmental conference should he granted. 
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(5) Designate mernbers of the Commission t,o participate in an 
advisory capacity in the formulation of intergovernmental com-
modity agreements. 

(6) Make recommendations to the Executive Board regarding the 
application of the commodity agreements under consideration by 
members. 

(7) Designate the Chairman - and Secretary for any - Commodity 
. Council established to administer an intergovernmental commodity _ agreement. 

(8) Maintain continuous review of the conduct of the operations of 
intergovernmental commodity agreements in the light of the 

 terms of the agreements, the commodity principles in Chapter V, 
and the general welfare- and make reconunendations to the 
Executive Board mith  regard  thereto. " 

Section F. Industrial and Mineral Unit. The Conference should create 
an Industrial and Mineral Unit responsible to the Executive Board. The 
Industrial and Mineral Unit should promote by technical assistance and other 

/appropriate means the expansion of production and trade with regard to 
Illabricated products and with regard to minerals and others primary com-

modities in respect of which such promotional activities are not under the 
jurisdiction of the Food and Agriculture Organization. 

Section G. The Secretariat. The Secretariat, which should be divided 
into three or more offices, should  serve  all the organs of the Organization and 
the Commodity Councils established to administer specific commodity arrange-
ments. It should be headed by a Director-General. Under his authority 
there should be three or mare Deputy Directors-General each of whom should 
be in charge of an office. The Director-General, and on the advice of the 
Director-General, the Deputy Directors-General, shouid be appointed by the 

- Conference upon the nomination of the Executive Board. The Director-
'General should be the chief administrative officer of the Organization and 
should be an ex officio member, without vote, of the Executive Board. Three 
Deputy Directors-General should be ex officio members of the three Com-
missions. The Director-General and the Deputy Directors-General should 
have the authority to initiate proposals for the consideration of any organ 
of the Organization. 

I • 
Section H. Relations with Other Organizations. 

w  1. Relations with the United Nations Organization. The Organization 
should be brought into relationship with the United Nations Organization on 
terms to be determined by agreement between the Executive Board and the 
appropriate authorities of the United Nations Organization, subject to approval 

. by the Conference. 
2. Relations with other specialized international organizations. In order to 

provide for close co-operation between the Organization and other specialized 
international organizations with related responsibilities, the Executive Board, 
subject to the approval of the Conference should be authorized to enter into 
agreements with the appropriate authorities ,of ; such organizations defining 
the distribution of responsibilties and methods of co-operation. 

3. Administrative arrangements. The Director-General should be author-
ized, subject to the authority of the Conference or of the Executive Board, to 
enter into agreements with other international organizations for the main-
tenance of common services, for common arrangements in regard to recruitment, 
training, conditions of service, and other related matters, and for interchanges 
of staff. 

t. 



STATEMENT MADE IN LONDON BY THE PRIME MINISTER OF 
THE UNITED KINGDOM  AND IN WASHINGTON BY THE 
PRESIDENT OF THE TJNITED STATES ON DECEMBER 6, 1945 

• 
The economic and financial discussions between officials of the United 

States and United Kingdom Government, meeting in Washington, have now 
been completed. 

These discussions have been concerned with the major problems affecting 
the basic economic and financial relations between the two countries, in the 
light of the provisions of Article VII of the Mutual-Aid Agreement between 
their Governments signed February 23, 1942. 

They have covered the questions of financial assistance from the United 
States to the United Kingdorn, the demobilization of wartime trade anddi 
monetary restrictions, the settlement of Lend-Lease, the disposal of surplusv 
war property ,  in the United Kingdom owned by the United States and, finally, 
long-range commercial policies in the broad  sensé,  embracing 

States, 
 fields of ' 

trade barriers and discriminations, policies in respect of commodities in world 
surplus, cartels and international trade organization, and international aspects 
of domestic measures to maintain employment. " 

- The purpose of the discussions has been ta arrive at mutually advantageous 
solutions of these problems which the two Governments would commend to the 
peoples and Legislatures of the two countries and to the world as a whole. 

Both sides have been fully conscious of the significance to other countries, 
as well as their own, of the outcome of these discussions, and they have from 
the beginning had continuously ,  in view the common interest of their Govern-
ments in establishing a world trading and monetary, system from which the 
trade of all countries can benefit and within which the trade of all countries • 
can be conducted on a multilateral non-discriminatory basis. 

The discussions have been successful. 
Agreement has been reached, subject to the approval of the Legislatures 

of both countries, for the extension by the United States to the United Kingdomdk  
of a line of credit of $3,750,000,000 on the terms stated in the Finaneialir, 
Agreement signed this day, for the following purposes: 

To facilitate purchases by the United Kingdom of goods and services from 
the United States, to assist the United Kingdom to meet transitional post-war 
deficits in its current balance of payments, to help the United Kingdom to 
maintain adequate reserves of gold and dollars, and to assist the United 	• 
Kingdom to assume the obligations of multilateral trade. This credit would 
make it possible for the United Kingdom to relax import and exchange controls, 
including exchange arrangements affecting the sterling area, and generally 
to move forward with the United States and other countries toward the 
common objective of expanded multilateral trade. 

Agreement has been reached for the final settlement of Lend-Lease and 
Reciprocal Aid, the disposal of surplus war property in the United Kingdom 
owned by .the United States, and the final settlement of the claims of each 
Government against the other, arising out of the conduct of the war. 
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Agreement has been reached on the broad principles of commercial policy 
for which the two Governments will -seek general international support. 

These arrangements, if carried out, will put an end to fear of an economically 
divided world; will make possible, throughout the•  world, the expansion of 
employment and of the production, exchange and consumption of goods; and 
will bring into being, for the first time, a common code of equitable rules for 
the conduct of international trade policies and relations. 

The realization of these proposals will depend upon the support given them 
by the peoples and Legislatures of the United States and the United Kingdona; 
and, where they envisage measures requiting broad international collaboration, 
the support of other countries. „ 

The following documents resulting from these discussions are being issued 
by the two Governments: ' 

Financial Agreement. 
Joint statement regarding the understanding reached on commercial 

policy. ' 
Joint statement regarding settlement for Lend-Lease, Reciprocal 

Aid, surplus war property, and waiver of claims. 



APPENDIX II 

FINANCIAL AGREEMENT BETWEEN THE ,UNITED KINGDOM 
AND THE UNITED STATES 

SIGNED AT WASHINGTON, DECEMBER 6, 1945 
It is hereby agreed 'between the Government of the United States of America • 

•  and the Government of the United Kingdom of Great Britain and Northern 
Ireland as follows:— , 

1. Effective Date of the Agreement 
The effective date of this Agreement shall be the date on which the Govern-

ment of the United States notifies the Government of the United Kingdom that 
the Congress of the United States  •has made available the funds necessary to 
extend to the Government of the United Kingdom the line of credit in accordance 
with the provisions of this Agreement. 

2. Line of Credit 	 • • 
The Government of the United States will extend to the Government of the 

United Kingdom a line of credit of $3,750,000,000 which may be drawn upon 
any time between the effective date of this Agreement and December 31 7  1951, 
inclusive. 

3. Purpose of the Line of Credit 
The purpose of the line of credit is to facilitate purchases by the United 

Kingdom of goods and services in the United States, to assist the United King-
dom to meet transitional post-war deficits in its current balance of payments, to 
help the United Kingdom to maintain adequate reserves of gold and dollars and 
to assist the Government of the United Kingdom to assume the obligations of 
multilateral trade, as defined in this and other Agreements. 

4. Amortizaticm and Interest 

(i) The amount of the line of credit drawn by December 31, 1951, shall 
be repaid in 50 annual instalments beginning on December 31, 1951, with interest 
at the rate of 2 per cent per annum. Interest for the year 1951 shall be com-
puted on the amount outstanding on December 31, 1951, and for each year there- 
after, interest shall be computed on the amount outstanding on January 1 of ea. f such year. 

Forty-nine annual instalments of principal repayments and interest shall 
be equal, calculated at the rate of $31,823,000 for each 81,000,000,000 of the line 
of credit drawn by December 31, 1951, and the fiftieth annual instalment shall 
be at the rate of 831,840,736.65 for each such $1,000,000,000. Each instalment 
shall consist of the full amount of the interest due and the remainder of the 
instalment shall be the principal to be repaid in that year. Payments required 
by this section are subject to the provisions of Section 5. 

(ii) The Government of the United Kingdom may accelerate repayment of 
the amount drawn under this line of credit. 

5. Waiver of Interest Payments 
In any year in which the Government of the United Kingdom requests the 

Government of the United States to waive the amount of the interest due in the 
instahnent of that year, the Government of the United States will grant the 
waiver if:— 
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(a) The Government of the United Kingdom finds that a waiver is neces-
sary- in view of the present and prospective conditions of international exchange 
-and the level of its gold and foreign exchange reserves and 

(b) The International Monetary Fund certifies that the income of the 
.United  Kingdom from home-produced exports plus its net income from invisible 
:current transactions in its balance of payments was, on the average, over the 
five preceding calendar years less than the average annual amount of United 

, Kingdom imports during 1936-1938, fixed  at  pounds 866 million, as such figure 
*..may be adjusted for changes in the price level of these imports. Any amount 

in excess of pounds 43,750,000 released or paid in any year on account of 
sterling balances accumulated to the credit of overseas Governments, monetary 

;authorities and banks before the effective date of this Agreement shall be regarded 
as a capital transaction and therefore shall not be included in the above calcula-

- tion of the net income from invisible current transactions for that year. If 
waiver is requested for an interest payment prior to that due in 1955, the 
average income shall be computed for the calendar years from 1950 through the 

=year preceding that in which the request is made. 

. 6. Relation of This Line of Credit to Other Obligations 

(i) It is understood that any amounts required to discharge obligations of 
- the United Kingdom to third countries outstanding on the effective date of this 
Agreement will be found from re.sourCes other than this line of credit. 

• (ii) The Government of the United Kingdom will not arrange any long-
..-term loans from Governments within the British Commonwealth after Decem-
-ber 6, 1945, and 'before the end of 1951 on terms more favourable to the lender 
:than the terms of this line of credit. 

(iii) Waiver of interest will not be requested or allowed under Section 5 
- in any year unless the aggregate of the releases or payments in that year of 
sterling balances accumulated to the credit of overseas Gove rnments, monetary 

-authorities and banks (except in the case of colonial dependencies) before the 
effective date of this Agreement is reduced proportionately, and unless interest 
payments due in that year on loans referred•to in (ii) above are waived. The 
proportionate reduction of the releases or payments of sterling balances shall 
be  calculated in relation to the aggregate relea.sed and paid in the most recent 
year in which waiver of interest was not requested. 

(iv) The application of the principles set forth in this section shall be the 
-.subject of full consultation between the two Governments as occasion may arise. 

7. Sterling Area Exchange Arrangements 

The Government of the United Kingdom will complete arrangements as 
-early as practicable and in any case not later than one year after the effective 
-date of this Agreement, unless in exceptional cases a later date is agreed upon 
after consultation under which, immediately after the completion of such•
arangements, the sterling receipts from curren t  transactions of all sterling area 

•countries (apart from any receipts arising out of military expenditure by the 
Government of the United Kingdom prior to December 31, 1948, to the 

-extent to which they are treated by agreement with the countries concerned 
-on the same basis as the balances accumulated during the war) will be freely 
-available for, current transactions in any currency area without discrimination; 
with the result.that any discrimination arising from the so-called sterling area 
dollar pool will be entirely removed and that each member of the sterling area 
will  have its current sterling and dollar receipts at its free disposition for 

‘current transactions anywhere. 
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S. , Other Exchange 'Agreements 

(i) The Government of the United Kingdom agrees that after the effective 
date of this Agreement it will not apply exchange controls in such a manner 
as to restrict: 

(a) Payments or transfers in respect of products of .the United StateS per-
mitted to be imported into the United Kingdom or other current ,transactions 
between the two countries, or 

(b) The use of sterling balances to the cre,dit of residents of the United 
'States arising out of current transactions. Nothing in this paragraph (i) shall 
affect the provisions of Article VII of the Articles of Agreement of the ,Inter-
national Monetary Fund when those Articles have come into force. 	, 

_ (ii) The Governments of the United States and the United Kingdom agree 
that, • not later than one year after  •the effective date of this Agreement, unless 
in exceptional cases a later date is agreed upon after consultation, they, will 
impose no restrictions on payments and transfers for current transactions. The 
obligations of this paragraph (ii) shall not apply: , 

(a) To balances of third countries and their nationals accumulated before 
this paragraph (ii) becomes effective; or 

(b) To restrictions imposed in conformity with the Articles of Agreement 
of the International Monetary Fund, provided that the Government of the 
United Kingdom and the United States will not continue to invoke the provisions 
of Article X IV,  Section 2, of those Articles after this paragraph (ii) becomes 
effective, unless in exceptional cases after consultation they agree otherwise; or 
• 	(C) To restrictions imposed in connection with measures designed to uncover 
and dispose of assets of Germany and Japan. 

(iii) This Section and Section 9, which are in anticipation of more compre-
nensive arrangements by multilateral agreement, shall operate until December 
31, 1951. 

9. hnpart Arrangements 

If either the Government of the United States or the Government of the 
United Kingdom imposes or maintains quantitative import restrictions, such 
restrictions shall be administered on a basis which does not discriminate against 
imports from the other country in respect of any product; provided that this 
undertaking shall not apply in cases in which: 

(a) Its application would have the effect of preventing the country 
imposing such restrictions from utilizing, for the purchase of needed importai 
inconvertible currencies accumulated up to December 31, 1946, or 

(b) There may be special necessity for the country imposing such restric-
tions to assist, by measures not involving a substantial departure from the 
general rule of non-discrimination, a country whose economy has been disrupted 
by war, or 

(c) Either Government imposes quantitative restrictions having equivalent 
effect , to any exchange restrictions which that Government is authorized ,to 
impose in conformity with Article ,VII of the Articles of Agreement of the 
International Monetary Fund. The provisions of this , Section shall become 
effective as soon as practicable but not later than December 31, 1946. 

10. ,  Accumulated .Sterling 13alances 

(i) The Government of the United Kingdom intends, to.make agreements 
with the countries concerned, varying according to the circumstances of , each 
case, 'for an early settlement covering' the sterling balances, accumulated by•
sterling area and other coùntries prior to such settlement .(together, with any 
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future recCipts arising  out of military expenditure by the Government of the 
United Kingdom to the extent to which they are treated on the same basis 
by agreement with the countries concerned). The settlements with the sterling 
area countries will be on the basis of-  dividing these accumulated balances 
into three categories: - '' • . ' 

(a) 'Balances to be released at once and convertible into any currency 
for current transactions, 	 , • 	' 

(b) Balances to be similarly released by instalments over a period of years 
beginning in 1951, and  

(e) Balances to be adjusted as a contribution to the settlement of war 
and- post-war indebtedness  andin  recognition of the benefits which the countries 
concerned might be ex-pected to gain from such 'a settlement. The Government 
of the United Kingdom will make every endeavour to secure the early completion 
of these arrangements. • 

(ii) In consideration of the fact that an important purpose of the present 
line of credit is to promote the development of multilateral trade and facilitate 
its early resumption on a non-discriminatory basis, the Government of the 

,ITnited Kingdom agrees that any sterling balances released or otherwise available • le current payments will, not later than  one  year after the effective date of 
this Agreement, unless in special cases a later date is agreed upon after consulta-
tion; be freely aVailable for current transactions in any currency area veithout 
discrimination. 

11.  DefinitiOns 
Foi the purposes of this Agreement: , 
(i) The term "current transactions" shall. ;  have the meaning prescribed in 

Article XIX (i) of the Articles of Agreement of the International Monetary 
Fimd., 

(ii) The terni "sterling area" means  the  United Kingdom and the other 
territories 'declared by the Defence (Finance)` (Definition of sterling area) 
(No. 2) Order, 1944, to be included in the sterling area, namely, "the following 
territories excluclinn. Canada and  Newfoundland that is to say- 

r (n) Any Dominien, 
(b) Any other part of His , Majesty's Dominions-, 
(c) Any territory in respect of which a mandate on behalf of the League 

of Nations has been accepted by His Majesty and is being exercised 
by His Majesty's Government -in the United Kingdom or in any.  
Dominion 	. I -

w 

 (d) Any British Protectorate or Protected State, 
(e) Eg-ypt, the Anglo-Egyptian Sudan and Iraq, 
(f) Iceland_and the Faroe Islands." 

- 	12. Consultation on, Agreernent 
Either Government shall be entitled to approach the other for a reconsidera-

tion of  an y of the provisions' of this Agreement, if in its opinion the prevailing 
conditions of international .exchange justify such reconsideration, with a view 
to agreeing upon  modifications for presentation to' their respective Legislatures. 

'Signed in duplicate at Washington, District of Columbia, this 6th day.  of • 
December, 1945. 	 ' - 	(1 , 1i 	 . 

For''the. *Government Of the United States, 
• (Signature) 	• , • 	• - 

For the Government of the United Kingdom, 
(Signature) 



APPENDIX  Ill 

JOINT STATEMENT BY THE UNITED KINGDOM AND THE UNITED; 
STATF.S REGARDING SETTLEMENT FOR LEND-LEASE, RECIP-
ROCAL AID, SURPLUS WAR PROPERTY AND CLAIMS 

MADE ON DECEMBER 6, 1945 

1. The Governments of the United States and the United Kingdom  have 
 reached an understanding for the settlement of Lend-Lease and Reciprocal Aid, , 

for the acquisition of United States Army and Navy surplus property and the , 
United States interest in installations located in the United Kingdom, and for , 
the final settlement of the financial claims of each Government against the 
other arising out of the conduct of the war. Specific agreements necessary to 
implenaent these understandings, setting forth the terms in detail, and consistent 
herewith, are in the course of preparation and will shortly be completed: 

2. This settlement for Lend-Lease and Reciprocal Aid will be completed  an  
final. In arriving at this settlenaent both Governments have taken full cognizance 
of the benefits already received ,by them in the defeat of their common enemies. , 
They have also taken full cognizance of the general obligations assumed by 
them in Article VII of the Mutual Aid Agreement of February 23, 1942, and 
the understandings agreed upon this day with regard to commercial policy. 
Pursuant to this settlement, both Governments will continue to discuss arrange-, 
ments for agreed action for the attainment of the economic objectives referred to . 
in Article VII of the  Mutual Aid Agreement. The Governments expect in these' ' 
discussions to reach specific conclusions at an early date with respect to Urgent , 
problems such as those in the field of telecommunications and civil aviation:: 
In the light of all the feregoing, both Governments a.gree that no further,. 
benefits will be sought as consideration for Lend-Lease and Reciprocal Aid. 

3. The net sum due from the United Kingdom to the United States for the 
settlement of Lend-Lease and Reciprocal Aid, for the acquisition of surplus 
property and the United States interest in installations located in the United 
Kingdom, and for the Eettlement of claims shall be $650,000,000, subject to  the 

 accounting adjustment referred to below. This amount consists of:  
(a) A net sum of $118,000,000 representing the difference between the 

amount of the services and supplies furnished or to be furnished iby each 
Government to the other Government after V-J Day through Lend-Lease and 
reciprocal aid channels, less the net sum due to the United Kingdom under the 
claims settlement- and 

(b) A net sum of $532,000,000 for all other Lend-Lease and Reciprocal • 
 Aid items, and for surplus property and the United States int-erest in installations 

 located in the United Kingdom and owned by the United States Government. 
The actual amounts due to the respective Governments for items included in 

(a) above other than claims will, however, be ascertained by accounting in due 
course, and the total sum of $650,000,000 will be adjusted for any difference ' 
between the sum of $118,000,000 mentioned above, and the actual sum found to 
be due. All new transactions between the two Governments after December 31, 
1945, will be settled by cash payment. 
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4. The total liability found to be due to the Government of the United 
States will be discharged on the same terms as those specified in the Financial 
Agreement concluded this day for the discharge of the credit provided therein. 

5. In addition t,o the financial paYmen-tâ referred to above, the two Gov-
ernments have agreed upon the following: 

(a) Apprcipriate non-discriminatory treatment  will  , be extended to United 
States nationals in the use and disposition of .installations in 'which there is a 
United States interest; 

(b) Appropriate settlements for the Lend-Lease interest in installations other 
than in the United Kingdom and the 'colonial dependencies will be made on 
disposal of the installations; 	 . 

(c) The United States reserves its right of `recapture of any Lend-Lease 
articles held by United Kingdom armed forces, but the United States has 

- indicated that it does not intend to exercise generally this right of recapture- 
(d) Disposals for military use to forces other than the United Kingdom 

armed forces of Lend-Lease articles held by the United Kingdom armed forces 
at V-J Day, and disposals for civilian use other ,  than in the United Kingdom 

„end the colonial dependencies of such Lend-Lease articles, will be made only 
gR Çith the consent of the United States Government and any net proceeds will be 
paid to the United States Government. The United, Kingdona Government . 
agrees that except to a very linaited extent it will net iélease generally for 
civilian use in, or export from, the United Kingdom and colonial dependencies 
Lend-Lease articles held by the United Kingdom armed forces- 

(e) The Go'  ernment of the United Kingdom will usé its best endeavours 
to prevent the export to the United States of any surplus property transferred in 
accordance with this understanding. 

6. The Government of the United Kingclem agrees that, when requested 
by the Government of-the United States' from time to time prior to December 
31, 1951, it will transfer ,  in cash, pounds sterling to an agg,regate dollar value 
not in excess of $50,00d,000 at the -  exchange rates prevailing, at the times of 
transfer, to be credited against the dollar payments due to the Government of 
the United States as principal under this settlement. The Government of the. 
United States will use these pounds sterling exclusively to acquire land or to 
acquire or construct buildings in the United Kingdom and the colonial depend-
encies for the use of the Government of the United States, and for carrying 
out educational programs in accordance with agreements to be concluded 

iàetween the two Governments. 
- 	7. The arrangements set out in this statement are without prejudice to 
any settlements concerning Lend-Lease and Reciprocal Aid which may be nego-
tiated between the Government of the United States and the Governments of 
Australia, New Zealand, the Union of South Africa, and India. 



JOINT STATEMENT BY THE UNITED KINGDOM AND THE UNITED 
STATES REGARDING THE UNDERSTANDING , REACHED ON - 
COMMERCIAL POLICY 

MADE ON DECEMBER 6, 1945. 

The Secretary of State of the United States has made public to-day a 
document settling forth certain "Proposals for consideration by an International 
Conference on trade and employment". These proposals have the endorsement 
of the Executive  ' Branch  of the Government of the United States and have been 
submitted to other Governments as a basis for discussion, preliminary t,o the 
holding of such a conference. - 

Equally, the Government of the United Kingdom .  is in full agreement on 
all important points in these proposals and 'accepts them as a basis for inter-ak 
national discussion; and it will, in cemmon with the United States Governrnent,W 
use its best endeavours to  bring such discussions to a successful conclusion, in 
the light of the views eXpressed by other countries. ' 

The two Governments have aLso agreed upon the procedures for the inter-
national negotiation and irapleraentation of these proposals. To  this  end they 
have undertaken' to  begin preliminary negotiations at an early date between 
themselves and with other countries for the purpose of developing concrete' 
arrangements to carry out the,se proposals, including definitive measures for 
the relaxation of trade barriers of all kinds. 

These negotiations will relate to tariffs and preferences, quantitative restric- ' 
tions, subsidies, state trading, cartels, and other types of trade barriers treated . 
in the document published by the United States and referred to above. The . 
negotiations will praceed in accordance with the principles laid down in that , 
document. 

• 

, 	• 
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