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PROPOSALS FOR EXPANSION OF WORLD TRADE AND EMPLOYMENT

- COMMUNICATED BY, . THE UNITED STATES GOVERNMENT,

" _TOGETHER WITH THE TEXT OF THE FINANCIAL AGREEMENT

BETWEEN THE UNITED KINGDOM ‘AND. THE UNITED STATES

SIGNED AT WASHINGTON ON DECEMBER 6, 194-5 AI\D RELATED
DOCUMENTS ‘ ;

P

MEMORANDUM OF THE UNITED STATES A\IBASSADOR T O CANADA
TRANSMITTING COPIES TO THE -SECRETARY OF STATE
FOR EXTERNAL AFFAIRS OF CANADA OF “PROPOSALS
" FOR EXPANSION OF TRADE'AND' EMPLOYMENT”

' . The Propo=als now pre~ented are ‘the r&ult of many months of careful“
vsork and,’ aIthough the details are presented for consxderatlon by people .

‘ everywhere as the work of technical experts within the United States Govern- .
ment, -the principles urxderlymg them carry the ofﬁcral endorsement of thrs‘
Government A :

‘As noted in"the foreword by the Secretary of State the Proposa.ls are
presented  for cons sideration in preparation for ‘an International Conference on
Trade and Employment which theUnited States Government through its"
representatives on the appropriate organs of the United \’atxons, will propose
be held. not later than the summer of 1946. Representatnes of the  United
Nations have met and laid the ground“ork for future cooperation in the fields":
of curreney and ' investment,: food ‘and" agriculture, and civil aviation. ' There
remains in the economic sphere,’ however, the nece&xty for early and eﬁ'ectne
cooperatlve action in the field of trade and employment.

- The Government of the United States believes ithat’ the suceess of an’
: ternatlonal conference 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. Go\ernment 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 thelr views regardmg them.

December 6th 1945

TR
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LT (1,7 Enclosure; - .o

** PROPOSALS FOR EXPANSION OF WORLD TRADE AND''
v e eyt EMPLROYMENT v - ot e e e R
" 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 S
November, 1945.

VRS B AV T 'FOREWORD RTINS
A RCTOS T L T T e L
i - By the Secretary of State - /. - |
. The proposals contained in this pamphlet have been developed by experts ‘ ‘)
drawn from 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.. \ S S

“The Government of the United States, therefore, believes that such a
Conference should meet, 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 immediately. 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. .. o ‘

. JAMES F. BYRNES.

~ DEPARTMENT OF STATE =
* . WasENeron .
: R Co g ©i o 'November 1, 1945."
MRg. SECRETARY: - : B RS B A

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 menths by a group of
experts drawn from all the interested departments a_nd 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

4
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be. released - fo operate: fully for:the-general-benefit.' ‘They. are not regarded:
as. final and:perfect, but:as a-working: b351s for: dxscussxon and 1 hope for:
international action in ‘the near future. . ; :

It is important that international agreement 0N the range of questlons:
covered by these proposals be reached soon, - All countries are faced by serious
commercial problems and are taking: action on-them every.day. :Unless they
act: together, they will act at cross purposes and may well do serious damage .
to each other. But if they do act together, there 1s 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 productlon 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 bas1s of
dlSCUSSSlOD and T would hope that such discussion might lead to-an Interna-.
tional Conference on Trade and Emplovment, to meet under the sponsorehlp,
of the United Nations, not later than the summer of 1946. ;

-7 Respeetfully, - ;
, -~ . WILLIAM L. CLAY’I‘O‘\’.r n
{’ ‘ CL R Asszstant Secretary oj State

‘nﬁxPA‘NS‘mN. OF WORLD - TRADE AND. EMPLQYM_ENT |

_.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 within limits can they be moved
by conscious choice. But after ‘a great ‘war 'some power of cho:ce emsts
it is important that the United Nations use it wisely. *~ :

The' fundamental choice .is whether countries will struggle - agamst each
other for wealth and power, or work together for -security and' mutual
advantage That choice. was made in prlnmple 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"
nécessary body of common institutions and so to support those institutions -
that the expenment may succeed. '

’ * ‘Success requires that the United Na’nons ‘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 therefore created not only an
Economic and Social Council but special bodies to help them work together
on many pra.ctlcal matters. 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 Employment should be called by the .
Umted Nations, to meet not later than the summer of 1946. - :

The common interests of countries in world trade are obvious. chence -
and technology have enormously increased the productive powers of man.
Limits upon human welfare are imposed today, not by the ultimate poverty

51368—2}
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of nature’s resouroes, but by. failure to use human powers to the full.:- Among
the factors which obstruct:our marchitoward the goal:of freedom:from want:
are excessive restrictions on exchange and dlstrlbdtlon Progress reqmres
release from these ‘restrictions: o o

" Every country has'its arrangements for the orgamzatlon of pro-cluctxon‘

~ and distribution within it¢ 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 prodiced ‘in’ one country are made available to’
consumers -in another; 1t is also thé means through which-the needs of people:
in"'one country are’ ‘translated into orders and therefore into jobs in another.:
Tradeé  connects employment production and consumption and’ facilitates all’
three. - Its mcrease means more ]obs more wealth produced more goods to
be enjoyed. SOl g Gt

" Countries should therefore join. in ‘an eﬁ'ort to’ release trade from' the
various restrictions which have kept it small.!* If they. ‘succeed ‘in this they”
will have made a ma]or contrlbutxon to the Welfare of thclr peoples and to the
success of their common’ efforts in other fields. - -

International trade is kept small by four things:

(1) Restrictions 1mp0<ed by governments;

(2) Restrictions imposed by private combines and cartels;

(3) Fear, of disorder in the markets for certain primary commodities;

4) Irregularlty, and the fear of lrregularlty, in production and’ employment

The Proposals which are heremth pubhshed -deal’with each of these
problems.; - . . . o0 RERIPE A

IO C ‘ . )
I RELEASE FROM Rnsmrc'rro\s Imrosr«:n BY Govmwmn\'rs

Governments have restncted 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, much can usefully’
be done by. mternatlonal agreement toward reductlon of govemmental barriers
to.trade.. ., : ...

- These barriers take many forms A transactxon between a wﬂlmg 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, pavment or because importation; is restrlcted by the buyer's,country to a ;
quota which has been exhausted;.or because it is forbidden a.ltogether Or the
seller may discover that the ‘oarlﬁ' of. the buyer’s country dxscnmmates agalnst
him ‘in favor, of sellers located elsewhere: : -

. All these restrictions and the red tape connected thh them have undoubtedly
prevented many. business transactions, cut down the total: of world trade, and .
reduced , to that extent the benefits wh1ch trade mlght brxng to all the. partres
concerned ol et

Barrrers of th]S sort are; xmposed because they serve or: seem to serve some .

L))

¢

purpose other than the expansion of world trade. ; Within limits they.cannot be .

forbidden.. But when they grow too-high, and espemallv when they. discriminate
between countries or.interrupt previous business connections, they create bad

feeling and destroy prosperity. : The objective of mternatronal action should be

to reduce them all and: to- state fair rules Wrthln which those, that remain should

be conﬁned .‘-; Do, _',.‘. ARERARIS PP I :’ piad

Lv
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. This has often bcen attempted between two countries at a tinie or -among
several countries .with-respect to-a single problem. . These attempts have not
been adequate. because the many barriers aré mterdependent Every-.country
has its own kind of restriction, adapted to its own situation; and can hardly be

-expected- to throw off: its' peculiar ‘armor :unless the: other kinds - of armor,
'employed by other countries, are thrown.off at the same time.- . What is- needed

is & broad and yet detailed agreement, among many nations, dealing at.one

time with:many different sorts of governmental restrictions upon trade, reducing
-all of ‘them .at onee on a'balanced and equitable basis, and stating rules and

prmclples within which- the. restrictions:permitted to remain should be admin-

-istered.: To prepare such an:agreement should. be one. of the main tasks of

,,the International Conference on' Trade and Employment.

'(, -

+The Proposals now published afford a basis on! “hrch agreement xmght be
reached Rules are suggested to limit quotas and embargoes to carefully defined
cases and to avold discrimination in their application. . Provision.is made for

-the: substantial reduction of: tariffs and' the’ elimination- of  tariff preferences
‘Subsidies, especially subsidies on exports, would be brought under supervision.

Local taxes on imported products would be limited to rates no higher than those
levied on like products produced at home.. Agencies of governments conducting
foreign trade would be asked to give fair treatment to the commerce of friendly
states, to make their purchases and sales’ on economic grounds, and to avoid

~using a monopoly of imports to afford excessive protectlon to domestic producers.

On these and other points the Propoeals try’ to state fair principles acceptable
to all and of benefit to all.

The proof of any principle is in its application. Therefore eﬁ'ectlve 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 climinate preferences, and to lighten or remove 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 contnbutmm which the United States can make
to the success of the Conference.

‘Accordingly, this country should undertake negotratlons 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 contlnuxng until every friendly country has participated m the
enterprise.

Together, if thev will, the countrxes of the world now have 1t in their power
to free their trade from excessive governmental barriers. When that happens
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 peop}e will hav
better thmgs to eat and wear and otherw1se consume. -

II. RELEASE FROM Rasrmcnoxs IMPOsED BY PRIVATE CO\IBINDS AND CABTELS

Trade may also be res-trxcted by business 1nterests in ordcr to obtam the

unfair advantage of monopoly.

In many lines this has not happened but in others ‘as experlence dxscloses
firms have banded -together to restrain competition bv fixing common. selhng
prices, by dividing the world into exclusive markets,: by curtailing - production,
by suppressing technology and invention, by cxcludmg 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 oceasion, they may be even more destruc- ‘
twe of world trade: than are- restmetlons 1mposed ‘by - governments.

- Goods can. surmount a tariff if they .pay the duty; they can enter despxte
P 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 prlvate 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 thé objectives of increased producion and  trade,
;access on equal terms to markets and raw materlals and high levels of . employ-
-Taent and real income. .

. To this'end, it is. suggested that a speclal agency be estabhshed within the
International . Trade Organization to. receive complaints concernlng restrictive
-practices of international combines and cartels, to obtain and examine the facts
which are relevant to such cases, and to advise the Organlzatlon as to the .
‘remedies - that may be required. - Q
i, Enforcement against private v1olat0rs necessanly rests with member govern-
ments. It will be the function of the Organization to recommend to these
‘governments that they take action under their own laws and procedures. - In
‘the United States, enforcement Would contmue to. be by Jud1cxal proceedlngs
Ainder the anti-trust Iaws - _ T

III Rm.msn From FEAR OF Drsonnm IN THE MARKETS FOR
PrIMARY Com\ronrrms c

After a great war there is danger of violent and rapld 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: Iearned after, the last war that such changes
can be devastating.

If the Proposals so far discussed can be put’ mto eﬂ'ect a great advance. .,‘
‘will have been made toward increasing trade and business activity. The resulting i
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 fallure of demand to shift to other llnes where
opportunities are better. - i

Such shifts are occurring all the time in any progressxve soc1et) Pubhc
policy should not seek to prevent them, for they are a necessary part of the
process by which 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 to their commumtles It is 1mportant that the needed changes be
made 'gradually.

When excess supplies threaten the first effort 0bv10us]y should be to in-
crease consumption. But if study dlscloses that that cannot be done rapidly
‘enough- to ‘be’ effective, other measures ‘may be needed. And since action by
one country, is' quite, llkely to affect producers ‘and - consumers in another there
should be consultation between governments. ,
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o Consultatlon may result in a proposal for an mtergovernmental commodity
‘agreement. - Such agreements: are not intended to freeze existing patterns of
“production, but rather to provide a program of adjustment and a period of
time within which the ‘essential changes can be made without undue hardship.
Durmg 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 Wldeepread distress . durlng
the course of necessary change.
Intergovernmental restrictions on production or on exports rmght, 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

general interest. . o o e

(' ’ operations, in order that the World may make sure that it is managed in the

IV. RELEAsE FroyM FEAR oF Immcvmnm’ IN PRODUCTIOV AND EMPLOYMENT:
Every country W1ll seek so to manage its own affalrs that its business life

'will be free from violent depressions. The object of international action should

_be to.insure that these national eﬁorts reinforce each other and do not cancel

“out.”

The industrial activity of every ‘country is aﬁ'ected by the size and’ the

- regularity of its orders from abroad. When industry.in any country: slows

. down and its purchases of foreign materials are cut, the effects are felt in every

- corner of the globe.  Full and regular- productlon at home,  with increased

- participation in world trade, is the greatest boon wluch any people can’ confer
‘upon producers throughout the world.

'~ It is important, however, that nations should not seek to obtain full employ-
ment for themselves by exporting unemployment to their neighbours. To seek
employment by prohibiting imports or by subsidizing exports would be harmful

-and self-defeating. The business of the Conference, therefore, should ‘be to
establish general agreement that each country will qeek on its own account, to

’ ’ 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 partlcxpate
in consultations with respect to anti-depression policies,

V A\Y INTERN’ATIOI\AL TRADE ORGANIZ‘\’I’ION S

Arrangements on thls scale cle'\rly require, for their successful ‘operation,
‘both an international forum where they may be discussed and 1mproved and an
‘. international staff to assist in their administration, -

The Proposals therefore suggest that an Intematlonal Trade Organlzatlon
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 a<s1gned
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. o »
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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 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-other’s prosperity and welfare. -In no case do they impinge upon sovereign
. independence, but they do recognize that measures adopted by any country may
-have effects- abroad and they suggest for general adoption falr rules of mutual
tolerance

i The plirpose is. to make real the prmmple of cqual 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
mternatlonal conﬁdence and sohdarrty, and thus to the preservatxon of the peace

PROPOSALS FOR CONSIDERATIOV BY AN’ INTERNATIONAL
o CONFERENCE ON TRADE AND EMPLOYMENT

A —NEED FoRr INTERNATIONAL EconoMic Co-oPERATION *© - 181! . Q

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—operatron among nations with the object of
preventing -and removing economic and social maladjustments, of achieving
fairness and equity in economic relations' between states, and of ralsmg the

. level of economic well-being among all peoples. :

© 2. Important contributions have already 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 irr 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 obJectlves of the Atlantic Charter and Amcle VII
of the mutual-aid ‘agreements, it is essential that the co-operative economi
measures already taken or recommended be supplemented by further measured '
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
mternatlona] relatlons ‘will not be created.

‘B—PBoPosALs CONCERNING EMPLOYMENT S N

_ Smce hlgh 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 followmg proposltlons
are advanced. s
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S Govermng Pnnczples ‘
1 It is recogmzed that — Dilg o

(a) In all countries high and stable employment is’a main condltxon for
- the attainment of satisfactory. levels of . living. " _

~.-(b) The attainment of approximately 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 these and other- nations:depends; .to the full:
realization of the objectives 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 preservatron of world peace and securlty ‘

, 2 Domestic programs to' expand employment should - be con51stent with
realization of the purposes of. liberal international agreements and compatlble
with the economic well-being of other nations.

3. It is recognized that the adoption of the Bretton Woods Agreements and
.of measures to reduce restrictions on trade will’ contrlbute =ubstant1a]ly to the
(. maintenance of productive employment. - oL e

4. The United Nations have pledged in the Charter of the Unlted Natlons
| 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: i :

‘1. Each of the signatory nations will take actlon de=1gned to achlewe and‘
maintain full employment within its own * jurisdiction, throuvh measures’
appropnate to its political and economic institutions, : .

2. No nation will scek to maintain employment through measures-which are
llkely to create unemployment in other countries or which: are incompatible
with international undertakings designed to promote an expanding volume -
of.international trade and inv estment in accordance Wlth comparatne efficiencies
of - production. e : :

q 3. Signatory nations will make arrangements both 1nd1v1dually and col- :
’ aboratively under the general sponsorship of the Iconomic and Social Council

of the United Nations Organization, for the collection, analysls, and exchange
, of lnformatlon on employment problems, trends, and pohcles

. 4. Signatory nations will, under the general sponsorship of the Econormc
and Social - Council, consult regularly on employment problems and hold
special conferences in case of threat of w1despread unemplovment.

C.—PROPOSALS CONCERNING AN I\TTERNATIONAL' TRADE
ORGA’\*IZATION

NEED FOR AN IVTERl\A'rlowu, 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
consumptron 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

51368—3
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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. Intematlonal 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 expansmn of World productlon,
employment .exchange, and’ consumption, should:

‘(a) Provide an equltable basis. for dealing wrth the probIems of govern-

mental measures affecting international trade;

(b) Provide for the curbing of restrictive trade practlces resulting from
. private international busmess arrangements; and .

“(c) .Govern. the: institution and operatlon of mtergovernmenﬁal commodrty ;

arrangements

PROPOsED IT\*TERNATION‘\L TRADE ORGANIZATIO‘X

There follows an outline of the principles which it is proposed should be
mcorporated in the articles of the Organlzatlon ‘

| CHAPTER I

Purproses

The purposes of the Organization should be:

. To promote international commercial co-operation’ by establishing
machmery for consultation and collaboration among member governments
regarding the solution of -problems in the field of mternatlonal commercral
policies and relations. ,

2. To enable members to avoid recourse to measures destructrve of Wor]d

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 thch are needed for their economie
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-

crlmmatory treatment in mternatronal commerce; thus contrlbutmg 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.

~ CHAPTER II
' Mmrnmsmp

The’ original members of the Organimtion should be those countries
participating - in the Conference on. Trade and Employment which aeccept
membershrp ’
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Sl e CHAPTER I

GENERAL CO‘\IMERCIAL POLICY

SectzonA General Commercial Provisions, = = - il
Members should undertake:

~-1; To accord to products 1mported .from other members treatment no le*s
favourablc 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 : transrt duties, from
unreasonable transit charges, and from discriminatory treatment of all kinds.

". 3.:To subscribe to.a general definition of: the circumstances under which
antldumpmg and countervailing duties may properly be apphed to product.s
imported from.other members. -

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

(’ @ing out mternatlonally aeceptable valuatlon procedurcs of a standardized
character.

5. To glve effect as soon as praetlcable to agreed prlnclples looklng toward
the sxmphﬁcatwn 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 orgamzed boycotts or
campaigns designed to discourage, directly or mdxrectlv lmportatlon or con-
sumption of products of other members. ’

‘8. To 'provide for adequate publicity regardmg laws and regulations
affecting foreign trade, and to maintain or establish national tribunals of an
mdependent character to review and correct administrative customs action.

9. To transmit to the Orgamzatxon, approprmte trade information and
statistics.

10. To co-operate with the Organization and with other members in carry-
mg out or 1mplementmg the articles of the Orgamzatlon

’ , Section B. Tanﬁs and 'Preferences.

1. Import tariffs and preferences. In the light of the prmmples 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 climination 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 proce<s of ellmmatmg tanﬂ' preferences it should
be agreed that:—

- (a) Exrstmg mtemanonal commitments Wlll not be permltted to stand
" in the way of action agreed upon with respeet to tariff preferences.

- (b) All negotiated reductions in most-favoured-nation tariffs will operate
" automatically to reduce or eliminate margms of preference. '
(¢) Margins of preference on any product will in no case be mcreased and
no new preferences will be introduced.
51368—33%
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2. E:rport tariffs and preferences.” Export duties should be open to
negotlatlon in the same way.as import duties. Members should undertake
not to impose or maintain ‘export duties which dlﬁ'erentlate by reference to the
destinations to which the goods are exported. . S o -

3. Emergency action. Commitments w1th-regard ‘to tariffs should ' permit
countries to take temporary action to prevent sudden 'and widespread injury to
the producers ‘concerned. Undertakings for reducing tamﬁ‘s should therefore
contain an escape clause to cover such contmgencles B
Sectzon C’ antttatwe Trade Restnctzons ; S - ;

"1. General elimination of quantitative restnctwns Except as prov1ded for
elsewhere in this Chapter, members should undertake not to . maintain. any
quotas, embargoes, or other quantitative restrictions on their export or import
trade with other members. This undertakincr should - not, however, apply. to
the .followmg o : : o N

(a) Import and export " prohibitions or rectrlctlons, 1mpo=ed durmg -the
- Coearly! postwar -transitional’ perlod which ‘are essential to '(a) the ’
#7 " efficient ‘use of shipping space in “short ‘supply, (b)'the eqmtable& Q

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 ‘hostiliz
““ties, "but provision should be made whereby - this- perlod may be
extended with the concurrence of the Organization.!
(b) Export prohibitions or restrictions temporarily:: imposed to reheve
conditions of distress in the exporting country cauced; by severe shortages
of foodstuffs or other essential produets.: S
- (¢) Export prohibitions - or : restrictions necessary to the apphcatlon of
_ suitable ‘standards for the- cla.%lﬁcatlon and gradmg of commodltles
- in international:commerce.:: -
.. (d) Export or import quotas lmposed under, lntergovernmental commodlty
agreements conforming to the principles set forth in Chapter V. : :
. (e) Import quotas on agricultural products, imported in any form, neces-
"7 sary to the enforcement of governmental measures which operate (a) to
restrict the quantities of like domestic products which may be marketed
or produced, or (b) to remove a temporary surplus of like domestic ' 0
products by making such surpluses available to certain groups of
domestic consumers 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 aﬁectmg the trade in the product

" concerned. ) o
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.0 12. Restrictions to safeguard.the balance of payments. -Members - confronted
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-
of payments, : This provision should be operative under condltlons and procedure.s-
to be agreed upon. These conditions and: procedures. ; | o - i

(d) should set forth criteria and requirements in the light’ of Wthh balance-
of-payments restrictions might be imposed;-< - '
(b) should, as regards the use of such restrictions in the postwar tranmtronal
.- 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;

(c) should provide for the’ determmatlon of the transitional perlod for the:
~ ' purposes of subparagraph (b) above, by.a ‘procedure analogous to that
“contained in Artxcle XIV of the Internatlonal Monetary Fund Agree-

" ment;
(. . - (d) =hou1d provxde for the full apphcatxon of nondlscrxmlnatxon in the use
. of such restrictions after the.transitional period; and . . '
* (e) should make appropriate provision for .international consultatlon
“regarding balance-of-payments reetrlctxons, _whether 1mposed durxng the
transitional period or thereafter. R . "

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, dlscrlmlnate among sources of supply in respect‘
of any imported product DTS BN I Dori iy oo

(@) In the case of. restrictions imposed in’ the form of quotas, members,f
., imposing such quotas should publish'the global amounts or values of
the varlous 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 aﬁ'ected or “hlch may"
-~ be affecting the trade in that product. ‘
O i‘ (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
restrlctlon including information as to the import licences granted
- over.a pa~t period and the dlstrlbutxon of such hcences among sources
- .of supply.

(c) Any member should be entltled to raise Wlth the Orgamzatmn the
-question as to whether another member was imposing balance-of—pay—
ments restrlctlons whether in the form of quotas or otherwise, in a
. manner not in harmony with the gu1d1ng principles stated above or in a
"manner which unnecessarily injured its commerce, and the member
‘imposing the restrictions should undertake in these clrcumstances to

discuss-the grounds on which it had acted.

4. I nconvertzble currenczes The undertaklngs set forth in paragraph 3, above,
should not apply in cases iri which their application would have the effect of
preventing a member from utlhzmg mconvert1ble currencies for buylng needed
1mports.
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"5, Scarce currencies and currencies of territories having a common quota in
:the ‘Monetary. Fund. - Members should not be.precluded: by this Section from
applying quantitative restrictions (a) 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 territories having a common quota in.the Monetary Fund
accordance with Article XX, Section 4 (g) of that Agreement. ;

6. App!zcatwn of quantttatwe restrictions by state-trading organizations.
The provisions of this:Section relating to quantitative restrictions on lmports
for ‘balance-of-payments- reasons should apply equally to’the: restrlctlons of
1mports by state tradmg orgamzatlons for the same reasons.

Section D. Subszdzes I s S "5

. 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 international® ‘
trade threatens to result from the operation of ‘the subsidy, to discuss with ‘
other members or with the Organjzation possible limitations on the quantity -

of ‘the domestic’ product subsidized.  In this paragraph, the term- “sub=1dy”

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 comparabrhty 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. ‘ Coh ' Q
(a) When it is determined, in accordance with procedures approved by the
- Organization, that a commodlty 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 reduction of
production through the diversion of resources from uneconomic produc-
" tion, and to ‘seeking, if necessary, the conclusion of an intergovern- {
mental commodrty arrangement in- accordance thh the prmcrples of
: Chapter V.
‘' (b) If, however, within' a reasonable tlrne 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 Orgamzatlon that those
. provisions should be reapplied to it. -, o
(¢) With regard to. any export subsidies which may be 1mp0=ed 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 'q'uéetlon as to what period would

. be representative in respect of the particular product concerned should
be a subject for international consultation through the Orgamzatlon

Section E. State Trading. : :

1. Equality of treatment. Members engaging in state tradmg 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-tradmg enter-
prises shall 'be influenced solely by commercial considerations, such- as prlce,
quahty marketability, transportation and terms of purchase or sale.

2. State monopolies of individual praducts Members mamtammg a state
monopoly in respect of any product =hould 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 monopoly:should offer for sale
fiUCh qgantxtxes of the product as will be sufficient to satisfy the full domestic

eman

3. Complete state monopollcs of fo'rezgn 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- annu'tlly 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 perlodlc adjustment in consultation with the Organization.

Section F. Exchange Control.

1. Relation to the International Il[onetary Fund. TIn order to avoid the
imposition of trade restrictions and discriminatjons through exchange techniques,
the members of the International Trade Organlzatlon should abide by the
exchange principles: 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 mamtammg or. establishing
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 provmon: 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 af ter consultatlon with the Internatlonal Trade
Orgamzatlon ‘

. ~Section G. Geﬁefal Eiceptfons.

The undertakmgs in this Chapter should not be construed to prevent members‘
from adopting or enforcmg measures:— . ‘ .

- 1. necessary to protect pubhc morals,
2. _necessary to protect human, animal or plant llfe or health;’

3. relating to. the traffic in arms, ammunition and 1mplements of War, and'
in excephonal 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
relatmg to customs - enforcement, deceptive practices,:and the protection of
‘patents, ;trademarks ‘and copyrxghts which are not inconsistent with the pur-
poses of the Organization; .

6. relating to prison-made goods; e o

»7. imposed for :the: protectlon of natlonal trea=ures of artlstlc, hlstorxc or
archaeologlcal value, : : Lo i

8. undertaken in purtuance of obhgatwns for the mamtenance of peace and-

secunty, or’

. 9. imposed, in exceptronal cases, in accordance Wlth a recommendatlon of
the Organization formulated 1n accordance W1th criteria and procedures to be
agreed upon. . .

Co

Sectwn H.. Terntonal Applzcatwn of Chapter III .

1..Customs territories. The provisions of Chapter IIT ehould apply to the
customs territories of the members. If any member has more than one customs
territory -under- its jurisdiction, edch customs territory: should be:considered a
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, provxded
that ‘such- customs union ‘meets certain agreed criteria. Members' proposing
to join'a customs union should consult with the Organization and should make
available to it such 1nformat10n as WouId enable it to make* approprlabe reports
and recommendatlons : : o .

.. CHAPTER 1V
RES‘TRICTI':V'E BUSINESS PRAcrlcr:s

1. Curbiﬁg 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
boycott or discriminate against ‘particular firms) which have the effect of frus-

trating the objectives of the Organization to promote expansion of productlon and

trade, equal access to markets and raw materrals, and the mamtenance m all
countnes of high: Ievels 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 Orgamzatmn 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 approprlate members for action in ‘

accordance -with their respective laws and procédures;' it should be'empowered
to request reports from members as to their actions in unplementxng such recom-
mendations, and to report thereon. The Orgamzatlon should also be authorized,
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within the scope of its subject matter, to conduct studies, to make recommenda-
tions concerning uniform national standards and to; call com’erences of member
states for purposes. of general consultation. .. . .. . U

3. Continued eﬁectweness of national laws and regulatwns ‘directed against
restrictive business practices. Any ‘act or-failure ‘to act on‘the. part' of the
Organization ‘should not preclude any member:from enforcing ‘within its own
jurisdiction any national statute or decree dlrected toward the elimination or
preventmn of restrlctlve busmess practrces 1n mternatwnal trade :

4. Specwl cnforcement arrangements It should be prov1ded that members
may, by mutual accord, co-operate in - measures for the purpose of making more
effective any remedial order which has been 1«sued by a duly authonzed agency
of another member. e .

CHAPTER V' .. .

I\ITERGOVEIINME\'TAL Cou\ionrn' ABRA\IGEME‘ITS

’ % The productlon of and trade i m primary commodities is expo=ed to certam
ifficulties 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 procedure whxch should

be ‘adopted to deal with such difficulties. - .

- 1. Special commodity studies.
(a) Special studies should be made in- accordance Wlth 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 antlclpated dlfﬁcultles may thereby
: be averted. - ,
- (b) -Members substantlally'mterested in ‘the’ productlon or consumption
" of a particular commodity should: be 'entitled, if they consider that
special difficulties exist or are cxpected to arise regarding that com-
modity, to ask that a special study of that commodity be made, and
the Orgamzatxon 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- spemal =tudy of that commodlty

" 2. Intergovernmental commodzty conferences.  If.it is concluded, in the
hght 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 commodlty 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, to 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,
productlon adjustments cannot be effected by the free play of market

. forces as rapldly as the circumstances require. ..

(c) To prov1de a period of transition which will afford opportumtles 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 mdustnes into new and productlve occupatlons

4. Pnnmples of mtergovernmental commodzty agreements. Members ehould
undertake to adhere to the following principles governing the 1nst.1tutlon of
intergovernmental commodity agreements: o

(a) Members having an interest in the production or consumptlon 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 mtergovernmental com-
modity agreements involving. the limitation of - productlon or export!' Q
~or the allocation of markets, except after: .
(1) Investlgatlon by the Qtudy Group of the root causes of the problem
‘which gave rise to the proposal;
(2) Determination, 'in accordance with procedures approved by the
Organization, elther

(a) that a burdensome surplus of the product concerned 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 casc of the product concerned,
a substantial reduction of price leads neither to a SIgnlﬁcant
.increase in consumption nor to a =1gmﬁcant. 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 rapidlg
enough to prevent widespread and undue hardship to workex.“ Q
because, in the case of the industry concerned, (i) . a-sub-
stantial 'reduction of price does not lead to a sxgmﬁcant increase
in consumption but leads, instead, to the reduction of employ-
ment, and (ii) the resulting unemployment cannot be remedled
by normal processes of reallocation;

(3) 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 hmlts of the
agreement. : :

(c) Intergovernmental agreements mvolvmg 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: estabhsh :
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5. Operation of commodzty—yagreei;z-ents‘ " Members should undertake to
adhere to the following principles governing the operation of 1ntergovemmental
commodxty agreements :

" (a) The agreement chould when neccssary, contain prowsxons for assuring
., hot 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 supphes adequate at all tlmes for world consumptxon

requirements at reasonable prices.

(d) The agreements should, with due regard to the transxtlonal need for
preventlng serious economic and social dislocation, make approprlate
~provision to afford increasing opportunities for satlsf}mg world require-
¢ -ments from sources’ from’ nhlch such requlrements can be supplxed
. moqt eﬁ'ectxvely . ; : o

) 6. Termmatzon and reneual of commodzty agreements Intergovemmental
commodlty agreements should not remain initially in effect for more than five
years. The renewal of an agreemeént 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 durlng the initial period of the
agreement or that (b) ‘the renewed agreement is 0, rey ised as to be effective
for this purpose. :

. 7. Review . of commodzty agrcements Members should undertake to
tranemlt to the Organization, for rewew, intergovernmental commodxty 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. Publzaty Full pubhcxty ShOUId be gn en to any. commodxty agreement
proposed. or concluded, to the statements of ‘considerations and.objectives
advanced by the proposing members, to the operation of the agreements, and
to the nature and development of measures adopted to correct the underlying
situation which gave rise to the agreement

- 9. Ezxceptions. The prov151ons 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 1ntemat10nal 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.
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SO0l ORGANIZATION

Section A. Functwns The functlons of the Organlzatlon should 1nc1ude
the: followmg'

"1."To collect, analyze and pubhsh 1nfonnatlon, regardmg ‘the operatlon of
Chapter’III, relatmg to.general commercial policy, Chapter IV, relating to the
prevention- of restrictive business: practices, “and Chapter V, relatmg to inter-
governmental commodity ax’rangements, or in general regardmg 1nternatlonal
trade and. commercial policy. - v ,

2. To provide techmcal assrstance to members 'as may be requlred or
- appropriate under the provisions of Chapters I1I, IV -and: V .

'3. To make recommendations to members’ regardmg the operatlon 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 objectlves with
.. regard to restrictive private business practices, set forth in Chapter IV.

(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 arrangeménts, -or

" proposing such modifications, lncludlng termination, . of .commodity
arrangements already concluded as may be deemed. approprrate under
the commodity principles or in the general interest.

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

4. To interpret the provisions of Chapters 111, 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 dlsputes

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

6. To make recommendations for international agreements de51gned to
improve the bases of trade and to assure just and equitable treatment for the
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 avoldance

of double taxation.

<l PN

7. Generally to perform any function approprlate to the purposes of the

Oruanlzatlon

Section B. Organs. The Organization should have as its principal organs:

te

¢ g

A Conference, an Executive Board, a Commercial Policy - Commission, & Com-

mission on Busmess ‘Practices, a Commodlty Commlssmn and a Secretariat.

-Section C The Conference. The Conference should have final authority

to determine:the policies of the Organlzatlon and to .exercise the ‘powers con-

ferred upon.the Organization.
1. -Membership. All:states members of the Organlzatlon should be members
of the Conference.
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'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 bedesirable to provide for
special voting arrangements . with. regard to the exercise of certain : functions
of ‘the Organization. :

’

3. Sesswns The Conference should meet at’ least’ once a year.

" Sectzon D. The Exccutwe Board. The Exccutive Board should be authorized
toi:take provisional decisions bétween 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 authonzed to delegate its powers. to the Executlve
Board.’ :

1. ]l[embershlp The Executlve Board shou]d 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

f ‘nonpermanent seats should exceed the number of permanent seats, but the
at’cer should ‘not be fewer than one-thxrd of the total number of seats.

2. Voting and sessions. he Executxve Board ehould regulate its own
procedure R e :

Section E. The Conunissions. 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 actlon as ‘may be neccssary for the effective
dlscharge of its functions.

1. M embersth “The Commissions should be composed of experts appomted
by the Executive Board. The terms and other conditions of office of the members
of .the Commissions should: be : determined in accordance with regulations
preseribed by the Conference. Such terms and conditions need not be uniform,
but may vary from Commission to Commission. Pursuant to the remprocal
arrangements with other specmhzed international organizations contemplated
in: Section H, paragraph ' 2,"of this Chapter, provision should' be made ‘for
appropriate rcprccentatxon on the Commodity - Commission of the Food and

griculture Organization of the United Nations and of other specialized
“international organizations: having an important interest- -m the commodity
operatxons discussed in Chapter V. L

2. Chairmen. The Chamnen of the Commlssmns should be nonvotm« mem-
bers of the Executive Board and should be pcrmltted to partlclpatc without
vote in the dehberatlons of the Conference.

3. Voting and sessions.’ Each Commission ehould rcgulatc its own pro-
cedure subject to any decisions made by ‘the Executive Board.

4, Functwns The fuuctlona of the Comm1=smns should mclude the follow-
lng:, C . o ,
(a) The Commerczal Polrcy Commzsswn Thc Commercxal Pohcy Com-
‘mission- should: - : '
(1) Review, and advise’ the Executlve Board, regardmg the operation
- of treaties, agreements practlces and pollcles aﬁ'ectmg inter-
-national trade Tl o T ‘
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(2) Investlga’oe and advise the Executlve Board regarding - thé

3)
(4

economic ' aspects .of proposals to Wawe certain obligations of .
members in accordance with the provmons of paragraph 5, Section’
A, of this Chapter. o
Investigate, and advise the Executive Board regardmcr the economlc '
aspects of proposed customs unions.

Develop and recommend to the Executive ‘Board, for adoption
by members of the Organization, co-operative prolects of a tech-
nical nature in the field of commercial policy (e.g. standard bases

. and methods of determining dutiable  value, uniform . customs-

" (5)

nomenclature, and standarization of statistical methods "and
nomenclature in foreign trade statistics). o
Develop and recommend to the Executive Board additional pro-?
grams designed to further the objectives of the Orgamzatxon

“in the genera,l field of commercial pohcy

(b) The Commaisston: on Business Practices.
" The Commission on Business Practices should: : S
Inqulre into activities on the part of private commercial enter- ’ Q

)

(2)

3)

(4)
(5)

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

Advise the Executive Board with regard to the recommendatxons‘i
which should be made to members in reepect of business divestitures,

" reorganizations, dissolutions or other remedial actions.

Conduct investigations- and. make rccommendations to the-
Executive Board looking to the promotion and adoption in all
countries of codes of fair business practices designed to facxhtate
and enlarge the flow of international trade.

Advise the Executive Board as to the types of information Whlch :

members should file with the Organization.

Facilitate appropriate intergovernmental arrangements for the- ‘
international exchange of ’oechnologlcal information, on a non--:

discriminatory basis.

(c) The Commodity Commission. The Commodity Commission should

(1

(2)

Investigate commodity problems, including the - problem of an.
international buffer stocks organization or’ other arrangements
which are proposed as a means of promoting solutions to com-
modity problems,

Make tecommendations 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 member governments invited to participate by the-
Executive Board and one or more repreeentatwes deelgnated by

" the Commeodity Commission.

(3)
(4)

Make recommendations to the Executlve Board: as to - whether'
or not a particular commodity is in world surplus. | i,

Make recommendations to:the Executive Board as to whether~

an application made by -a member for the convening of an inter--
governmental conference should be granted.

0 \
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(5) Designate members of the Commission to participate in an
advisory capacity in the formulation of intergovernmental com-
modity agreements.

(6) Make recommendations to the Executive Board regarding the
apphcatlon of the commodxt,y agreements under conﬁlderatlon by

.- .. . members.. :

(7) Desxgnate the Chaxrman and qeoretary for .any - Commodxty

. .Council established to admmlster an mtergovernmental 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 recommendatxons to t,he

‘ ‘Executlve Board with revard thereto " ;

Sectzon F. Industrial and Mineral Unit. The Conference =h0uld create
an Industrial and Mineral Unit responsible to the- Executive Board. The
Industrial ‘and Mineral Unit should promote by technical assistance and other

(‘Lppropnate means the expansion of production and trade with regard to

O abricated . 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 d1v1dedv
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 aut-hority
there should ‘be. three or more 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, should 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 cons1deratlon of any organ
of the Orgamzatlon .

. . Section H. Relations with Other Orgamzatzons

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 betweén the Executive Board and the
appropriate authorities of the Umted Nations Orgamzatlon subject to approval
by the Conference.

2. Relations with other spectalized mternatwnal 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—operatlon

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 Wlth other international. organlzatlons for the main-~:
tenance of common =erv1ces, for common arrangements in regard to recruitment,
training, conditions of service, and other related matters, and for m.terchanges
of staff. :



APPEND]X I

STATEMENT MADE IN LONDON BY THE PRIME MINISTER OF
‘THE UNITED KINGDOM ‘AND  IN WASHINGTON 'BY ' THE

" PRESIDENT OF THE UNITED STATES ON DECEMBER 6, 1945

The economic and financial’ discussions between officials of the United
States ‘and - Umted ngdom Government meeting in Washmgton, have now
been completed. :

These’ dlscussmns 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-Axd Agreement between
their Governments . signed February. 23, 1942, . : v

They have covered the- questions of financial assistance from- the Unxted
States to.the United Kingdom, the demobilization of wartime trade and‘
monetary restrictions, the settlement of Lend-Lease, the disposal of surplus®: 0
war property in the United Kingdom owned by the United States, and, finally,:
long-range commercial policies in the broad  sense, embracing the fields of"
trade barriers and diseriminations, policies in respect of commodities in world
surplus, cartels and international trade organxzatxon, and 1nternat10na1 aspects,
of : domestic measures to maintain employment.- '

" The purpose of the discussions has been to arrive at mutual]y 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 countrles,ﬁ
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 countrxes'
can be conducted on a multilateral non- dlscrxmxnatory baSIS

The discussions have been successful.

Agreement has been reached, subject to the approval of the Leg1slatures
of both countries, for the extension by the United States to the United Kingdom
of a line of credit of $3,750,000,000 on the terms stated in the Fxnancxal'
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 countrles toward the
common objective of expanded multilateral trade.

Agreement has been ‘reached for the final settlement of Lend-Leace 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 agalnst the other ansmg out of the conduct of the war.

' 26
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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: consumptxon of goods; and

‘will bring into being, for the first time, a common code of equitable rules for

the conduct of international trade pohcx&s 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 Kingdom;

and, where they envisage measures requiring broad international collaboration,
the support of other countries. .

The following documents resultmg from these chussxons are bemg issued

. by the two Governments:

99

‘Financial Agreement,

Joint statement regardmg the understandmg reached on commercial
pohcy

Joint statement regarding settlement for Lend-Lease Rec1procal
Aid, surplus war property, and waiver: of claims.



APPENDIX II

FINANCIAL AGREEMENT BETWEEN THE 'UNITED KINGDOM
. AND THE UNITED STATES »

SIGNED AT WASHINGTON, DECEM:BEB 6, 1945

.-+ It is hereby agreed between the Government of the United States of Amenca
-and the Government of the Unlted ngdom of Great Brlrtaln and Northern
Ireland as follows ‘ . A

1. E’ﬁectwe 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 eredit in accordance
Wxth the provrsmns of this Agreement

: 2. Lme of Credzt ’ oo o . ‘,
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, 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. 1
\

4. Amortization 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(': ‘} |
such year. id ‘

Forty-nine annual instalments of principal repayments and interest shall
be equal, calculated at the rate of $31,823,000 for each $1,000,000,000 of the line
of credit drawn by December 31, 1951, and the fiftieth annual instalment shall
be at the rate of $31,840,736.65 for each such $1,000,000,000. Each instalment
shall consist of the full amount of the interest due and the remainder of the j
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
instalment of that year, the Government of the United States will grant the
waiver if :—

28
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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 precedmg 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 1mport= 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 precedmg that in whlch the request is made.

{. (' 6 Relatmn of This Line of Credzt to Other Oblzgatwns

: (1) It is understood that any amounts reqmred to dlscharge obligations of
-the United Kingdom to third countries outstanding on the effective date of this
~ Agreement will be found from resources 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 1901 on terms more favourable to the lender
~than the terms of this line of credit.-

(ii1) Waiver of interest will, not be requested or allowed under Sectxon b
‘in any year unless the aggregate of the releases or payments in that year of
sterling balances accumulated to the credit of overseas Governments, monetary
_-authorities and banks (except in the case of colonial dependencies) 'before the
. effective date of this Agreement is reduced proportlonately, 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 released and pald in the most recent
year in which waiver of interest was not requested. .

(iv) The apphcatxon of the principles set forth in this section shall be the
. ’:ubjeet of full coucultatlon between the two Governments as occasion may arise.

'_7_. “S‘te'rling Arcq Exchdnge ‘Arrangemyents .

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 current 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 recexpts at its free dlspoemon for
“current transactions anywhere.
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8. Other Exchange Agreements G0

(x) The Government of the ‘United' Krngdom agrees that after the eﬁ'ectlve
date of this Agreement it will not apply exchange controls m such 2 ‘manner
as to restrict: Y

(a) Payments or transfers in respect of products. of the Umted States per-

- mitted to be imported into the Umted ngdom or other current trausactrons

'between the two countries, or’” " "

.. (b) The use of - sterlmg balances to the credlt of . resrdents of the Umted
~'States arising out of current transactions. ' Nothing in this paragraph (i) shall
" affect the provisions.of Article VII of the Articles of Agrecment 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 exceptronal cases .a later date is agreed upon .after consultation,:they. will
impose no restrictions on-payments-and transfers: for current: trancactrons The
obligations of this paragraph (i1) shall not apply:.

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

(b) To restrictions imposed in conformlt)r with the Artrcles of Agreement

- of the International Monetary Fund, provided ‘that the Government of the
‘United Kingdom and the United Statea will not continue to invoke the provisions
of Article XIV, 'Section 2, of those Articles after this paragraph (il) becomes

weﬁective unless in excép’tiona,l cases after consultation they agree otherwise; or

“(¢)’ To restrictions imposed in ‘connection with measures desrgned to.uncover
: and dispose of assets of Germany and Japan. , TR
(iii) This Section and Section 9, which are in antrcrpatlon of nore compre-

” nensive. arrangements by multrlateral agreement, shall Operate unt11 December

.31, 1951 ' .

9. T mport Arrangements

If erther 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 1mporl‘ ‘>

" 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—drscrrmmatxon 3 country whose economy has been dlsrupted
.by war, or

(c) Either Government i imposes quantitative restrrctrons havrng equlvalent
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
eﬁectlve as soon as practlcable but not later than December 31, 1946.

110. Accumulated - Sterhng 'Balances

C () The Government of the United Kingdom intends. to make agreements
* with the countries concerned, varying accordmg to .the eircumstances of, each
case, for an early eettlement covering the sterling balances, accumulated by
sterlmg area and other countries prior to such settlement (together wrth _any
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future receipts 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 agrecment with the countries concerned). The settlements with the sterling
area countries will be on the ba51s of dw]dmg these accumulated balances
mto three categories: ; vy :

v
..... '.‘ { 1

v e .
A L ‘l,z
1

“.(a) 'Balances: to ‘be released at once and convertlble mto any currency

for current - transactions;

(b) Balances to be s1m11arly released by lnstalments over a penod of years
beginning in 1951, and ’

(¢) Balances to be ad]usted as a contnbutron to the settlement of war
and’post-war indebtedness and‘in recognition of the benefits which the countries
concerned might be’ expected to gain from such ‘a:settlement. The Government

of the United Kingdom w111 mal\e everv endeavour to secure the early completron :

of thece arrangements. -

*'(ii) In consideration of the fact that an 1mportant purpoce 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

current payments will, not later than one year after the effective date of
this Agreement unless in cpecxal cases a later daté is agreed upon after consulta-

‘uted Kingdom agrees that any sterling balances released or otherwise available

tion; be freely a\'allable for current transactlons in any currency area without -

dlcenmlnatlon .
- 11, Deﬂmtwm
For the purpoce~ of this Argreement :
(i) The term “current transactions” shall, have the meaning - prescribed in

v

Artlcle ‘(I\ (i), of the Artxcles of Agreement of the Internatxonal Monetaryﬁ

Fund

(u} The term “sterlmg area” means the’ Umted ngdom ‘and the other -

temtonch declared by the Defence (Finance)' (Definition of sterling area)
(No. 2) Order, 1944, to be included in the sterling ‘area, namely, “the fo]lowmg
territories: erreludln'r Canada and Newfoundland that is to say—

(d) Any Domlnlon
... (b). Any otheripart of His:Majesty’s Dominions, -

'(c) Any  territory in respect of which a' mandate on Behalf of the Leavue A

of Nations has been accepted by His Majesty and is being e\:ermsed

» by His MaJestys Government ‘in, the Unxted ngdom or in any-

. ' Domlmon

_..(d) Any, Brltxeh Protectorate or Protected State
. (e) .Egypt, the Anglo-Egvptmn Sudan and. Iraq, ;
: -,(f) Iceland and the Faroe Islands.”. . .

12, C’onsultatwn on Agreement

Either Government shall be entitled to approach the other for a reconsidera-

tion of any of the’ prowsxons of this. Agreement if in its opinion the prevalhng‘

condltmns of international. exchange justify’ such reconsxderatxon, with a view
to agreemg upon modlﬁcatxons for presentatron to' their ‘respective. Leglslatures

Slgned in.. duphcate at Washxngton sttnct'of Columbla, th1s ﬁth day of ;

December 1945 b e RTINS

(Slgnature) o

For the Government of the Umted ngdom,
-G (Signature)

R

For the Government of- the Umted Qtates,
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APPENDIX I -

J OINT STATEMENT BY THE UNITED KINGDOM AND THE UNITED
' STATES REGARDING SETTLEMENT. FOR LEND-LEASE, RECIP-
ROCAL AID SURPLUS WAR PROPERTY AND: CLAIMS o

MADE ON DECEMBEB 6, 1945 = S BRI

1 The Governments of the Umted States and the Umted ngdom 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;
implement these understandings, setting. forth the terms in detail, and consxstent
herewith, are in the course of preparation and will shortly be completed

o2 Thxs settlement for Lend-Lease and Reciprocal Aid will be completed ana. ‘
final. In arriving at this settlement both Governments have taken full cogmzance
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 commercxal pohcy
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’ speclﬁc 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 foregoing, both Governments agree 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 Rec1procal Aid, for the acqumtlon of . surplus
property and the United States interest in installations located in the United
Kingdom, and for the settlement of claims shall be $650,000,000, sub]ect to the
accounting adjustment referred to below. This amount consists of ‘

(@) A net sum of 8118000000 representing the difference betfween 'the
amount of the services and supplies furnished or to be furnished by 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 $532000000 for alI other Lend-Lease and Reclprocal
Aid items, and for surplus property and the United States interest 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 i in’
(a) above other than claims will, however, be ascertained by accounting in due
course, and the total sum of 8650000000 will be adjusted for any difference :
between the sum of $118,000,000 mentloned above, and the actual sum found to
be due. All new transactlons 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 drscharge of the credit provided therein.

5. In addition to the ﬁnancml payments referred to above, the two Gov-
emments have agreed upon the follomng

(a)’ Appropnate non-dlscnmmatory treatment ‘will ‘be extended to Unlted"-
States ‘nationals in theéiuse and disposition:of: lnstallatlons in:which there is a
United States interest; NIRRT I

(b) Appropriate settlements for the Lend—Lease interest in mstallatlons other
than in the United Kingdom and the colonial depcndencxes will be made on
dlsposal of the installations;

. (€) "The’ United States recerves its rlght of rccapture of any Lend- Lease-
articles held by. United Kingdom armed: forces, but the United States has:
-indicated that 1t does not intend to cxercisc. gcncrally this right.of recapture;

(d) Dlsposals 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
'md the colonial dependencies of such Lend- Leasc articles, will be made only

ith the consent of the United States Government and ‘any 'net ‘proceéds will be
pald to the United States Government. The United, Kingdom .Government .
agrees that except to a very limited extent it will not release generally for .
civilian use in, or export from, the United Kingdom.and colonial dependenc1es’
Lcnd-Lcase artlclcs held by the United Kingdom armed forces;’

(e) The Government of the .United ngdom will use its best endeavours :
to prevent the export to the United Statcs of any. surplus property transferred i m_
accordance with this understanding. . '

6. The Government of the United ngdom agrees that when requested'
by the Government of the United Statcs from time to time prior to December
- 31,1951, it will transfer, in cash, pounds sterling to an aggregate dollar value
not in excess of $50,000,000 at the-exchange ratcs 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 cxclusively to acquirc land or to
acquire or construct buildings in the United Kingdom and the colonial depend-
encies for the use of the Government of thc United States, and for carrying
out cducational programs in accordance with agrccments to be concluded

tween the two Governments.
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. 7. The arrangements set out in this statement arc without prcjudice 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.



" APPENDIX IV

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

MADE ON DECEMBERG 1945 L . 2 SR

. The Secretary of State of the United States has made publlc 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 basm for d1=cussmn, prehmlnary to the
holding of such a conference. - ' -

Equally, the Government of the United ngdom is in full agreement on -
all important points in these proposals and ‘accepts them ‘as a basis' for inter-
national discussion; and'it will, in 'common with the United States Government
use.its best endeavours to !brmg such discussions to a successful conclusmn, in
the light of the views expreesed by other countries.

"The two Governments have also agreed upon the procedures for the mtera
national negotiation and implementation of these proposals. To this end they"
have undertaken’ to- begin preliminary negotiations 'at anearly date between
themselves and ‘with' other countries for the purpose of developing concrete’
arrangements to carry out these proposals, mcludmv deﬁmtwe measures for'
the relaxation of trade barriers of all kinds. . : . ' RS e

“These negotiations will relate to tariffs and’ preferences, quanhtatxve restnc- ‘
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 .
negotxa,tmns Wlll proceed in a,ccordance W1th the pnnclples la1d down in that :
document. . ; , , B
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