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closely paraphrased be- Dated July 5, 1933
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to anyone. (b) Hec'd 8:15 a, m.

Secretary of State,

Washington.

203, Ju}j,r 5, 9 a, m,

CONFIDENTIAL FROM MOLEY TO PHILLIPS AND THE PRESIDENT,
NO DEPARTMENT DISTRIBUTION.

The following ie draft statement of which I told you.
I am explaining its origin in a separate telegram,

i
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er—malee—b ;saw no utility, at the present

time, in tempcrary stabilizations among the currencies of
countries whose needs and policies are not necessarily the
aae, Such stabilizations would be artificial and unreal
and might hamper individual countries in raalliaing poll-

V¢
cies assm&_tial tc their domestic problems, o urged the

i N R ivs

Confopense to mewe—te consideration of its fundamental

task of facilitating policies by the different nations

directed, not to temporary expedlents, but to mitigating

and, if possible, romodying the harassing evils o_f the

present economic situation. In the hope that ;t_;ua;r" gé of

seme help t.'n thﬂ Conference, to whose success and friendly
Ly 17

cooperation & sontinuesto attach the greatost importance,
1



MET 2=#203 from London, July 5, 9 a. m,

; Lir
it may be useful that*should develop this thought somo-

what more fully.

In saying that the

dollar in terms of American commodities is an end from
which the Government and the people of the United States
cannot be diverted. 'gﬁuish to make this perfectly clear:
we are Interested in American commodity prices, What 1is
to be the value of the dollar in terms of foreign cur-
rencies is not and cannot be our immediate nn-nun-uii7ngﬁg
concern, The exchange value of the dollar wi{iiégﬁéh& .
upon the success of other nations in raising the prices

of their own commodities in terms of their national monies,
and cannot be determined in advance of our knowledge of

such facts,

I seek no ¢
beyond actual

intention of

beyond the

and Americgn costs, And I have pvery intentiog and ample

resourcc



MET 3«#203 from London, July 5, 9 a.m.
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ﬁﬁm There 1s nothing in g policy inimical to e
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the interesta of any o country, eI

LY ﬂif‘{u i Loy prtitesle L
enbarrasse in the attainment

of economic ends required for ‘5‘0 aamuuin health , g
STt .

If other coun

prices

I see/no necesslity for unformity. But o progress can
different coun-
ed, If there
are countries where prices and n?-tu ara already in
awilibrim,ﬁ'? do not rag-.r{j; ﬁm 1!!]{. of the Conference,
a8 1t ocertainly la not the purpose of the American Gov=
armment, to persuade or compel them to pursue policies
contrary to their owm conception of their own interests.

if it should emerge the discussion that

there is'a group of countries who®e requirements are



MET 4-#203 from London, July 6, #a.m.
arrangem between th tral of these untries
the eral Reserve tem of Unit 3tates for

ements should y

character (#)

is not sufficient to escape from the present evilsa,

It 1s bur duty to consider together how to avoid their
recurrence in future, It is early 8 to ;
restore prices tol a at which hﬁ):‘ s above
all, (?) (%)
second #dsk is to p;-_g,uﬁrfn the st
Jﬁﬁ/l.:nnna nuh!l.uri&.. The part which gold and silver
should play as reserve monies n.fta;' a_eerfmin adjust-

ment hes been secured would seem mm:.f..m:f; subject |

sultable for consideration by the Conference,

ity of this adjust-

1

(BMD SISTILUES ULE AND )

(%)

(?)

This message 1s badly garbled
and corrected groups will be
ingerted later,
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A would link with this the problems of exchanges and
of commerédal and tariff policies, with a view to the
avoidance of unbalapnced debtor and creditor positions
bftwoan nations which have been so fruitful a cause

of the present evils.

It would be unwise to hope Yhat much progress

what seems a pPerilous domestic situation. it is

not recommended fgrconsider (*) lines (*) code which

should attein the ual advantages literal legitimate
hen the special causea whigh
injudicious and mutu.allia
have led to wide spread aytion of an/injurious c

international trading,
ter
have passed away.

I conceive therefore that the great problems whieh
justified the assembling of that nature nations are as
present (*) and as deserving of exploration as was the
case a few weeks ago; and I find it difficult to (*)
that the view which it (*) my obvious treaty negotia-
tions to take, on the minor issue of temporary
stabilization, which was not before the Conference and
hes not figured on its mgenda can in any way diminish
the advisability of such discussions.”

BINGHAN

(*) Garbled group.
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MET .
This telegram must be ot ‘l,\ London

closely paraphrased be- y }-

fore being communicated k}}pJ Dated July 5, 1933

to anyone. (b)
Rec'd B:15 a.m.
Secretary of State,
Bothrsmdtiny SR
Washington.

BO3, July 5, 9 a.m.

CONFIDENTIAL FROM MOLEY TQ PHILLIPS AND THE PRESI-
DENT, MO DEFARTMENT DISTRIBUTION.

The following 1s draft statement of which I told you.
I am explaining its crigin in & separate telegram.

"In my comunieation to you of July Znd I endeavored
to meke 1t clear that I saw no utility, at the present
time, in temporary stabilizations among the currencies of
countries whose needs and policies are not necessarily the
same. Such stabilizations would be artifiecial and unreal
and might hamper individusl countries in realizing policiea
essential tc thelr domestic problems. I urged the Conference
to move to consideration of its fundamental task of facili-
tating peliciles by the different nations directed, not to
temporary expedients, but to mitigating and, if possible,
remedying the harassing evils of the present sconomic
situntion. In the hope that I may be of some help to the
Conference, to whose success and friendly cooperation I
continue to attach the greatest importance, 1t may be useful

. that I

. ?-L.:(..-"_._



that I should develop this thought zomewhat more fully.

In saying that the value of the dollar has not fallen
go far as I should like to see it fall, I naturally in-
tended that the expression of its value should be in terms
of American commodi ties, which alone matters toc us in
remedying our maledjustments. The revaluation of the dollar
in terms of American commodities is an end from which the
Government and the people of the United States cannot be
diverted. I wish to make this perfectly clear: we are in-
terested in American commodity prides.What is to be the value
of the dollar in terms of foreign currencies is not and
cannot be our immediate or our ultimate concern. The ex-
change value of the dollar will depend upon the success of
other nations in raising the prices of their own commodities
in terms of their national mcnieé, and cannot be determined
in advance of our knowledge of such facts.

I seek no competitive exchange depreciation going be-
yond actual and anticipated price movements. I have no
intention of encouraging American domestic prices to rise
beyond the level required by the American debt structure and
American costs. And I have every iniention and ample

resources to prevent an inordinate and uneconomic rise of
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prices. There is nothing in my policy inimical to the
interests of any other country, but the Arerican Government
muist not be embarrassed in the attainment of economic ends
absolutely required for tie economic health of our country.

If other countries represented in London desire a
rise of prices in the seme or in a different degree, according
to the special circumstances of each, I suggest that it is
the task of the Conference to comsider ways and means of
putting into circulation the additional rurcliasing power by
which alone their object can be attained. I see no necessity
for uniformity. But no progress can be made until the
different needs of the different countries have been elucidated
end determined. If there are countries where prices anq
costs are already in equilibrium, I do not regard it as the
,task of tihe Conference, as it certainly is not the purpose
of the American Government, to persuade or compel them to
pursue policies contrary to their own conception of their
own interests.

But if it should emerge from the discussion that there
is a group of countries whose requirements are brnad%y the
same as those of the United States and if those countries were
to meke it clear that they were Irepared to take appropriate
measures for an effective movement in this direction, I

should




should welcome informal arrangements between the central
banks of these countries and the Federal Reserve system of
the United States for the avolidance of meaningless and
harmful anh&ngé fluctuation; though such arrangements
should be, in my judgment, of a day to day character and
without embarrassing commitments on either side,

There is also to be considered the policies appropriate
to the period after the existing maladjustments in the price
structure have been remedied. It is not sufficient to es-
rape from the present evils. It is our duty to consider
together how to aveid their recurrence in future. The first
task is to restore prices to a level at which industry and,
ibove all, agriculture can function profitably and efficiently.
[he second task i1s to preserve the stability of this ad jus t-
ient once achieved. The part wiich gold and silver should
lay as reserve monies after a certain ad justment has been
secured would seem a further subject suitable for consideration
'y the Conference. I would link with this the problems of
xchanges and of commercial and tariff policies, with a view
;0 the avoldance of unbalanced debtor and creditor posi tions

etween nations which have been so fruitful a cause of the

resent evils.



It would be unwise to hope that much progress can be
made in diminishing the excessive hindrance to profitable
international exchange during the period before prices
have been adjusted when each ceuntry is endeavoring, by
any means at its disposal, to protect what seems a perilous
domestic situation.’' But it is not too soon to consider the
general lines of a code which should attain the mutual
advantages of legitimate international trading, when the
special causes which have led to widespread actibn of an
injudicious and mutually injurious character have passed
away.

I conceive, therefore, that the great problems which
Justified the assembling of the nations are as present
today and as deserving of exploration as was the case &

Tew weeks ago; and I find it difficult to conceive that the
view which it has been my obvious duty to take, on the
minor issue of temporary stabilization, which was not before
the Conference and has not figured on its agenda cen in any
way diminish the advisability of such discussions",

BINGHAM
HFD WWC



DELEGATION OF THE UNITED STATES OF AMERICA
Claridgs's,
London, July 8, 1933

g

You will have heard from Ray end Werren thea news

Dear Mr. President:

ebout the Conference iteelf end I shall not burden you
with my opinions about it. There are, however, a few
outeslde matters that heve happened to come to my attention,
about which I think you might like to be informed. And
I am sure that you will be interested in knowing how
edroltly Hull managed the very difficult situation of last
Tussday and Thursday. The Secretary was really magnificent.

On Tuesday morning, July 4, MeacDoneld hed agreed with
the gold countries thet the Conference should be adjourned,
leaving soms sort of an undefined ccmmittes or cocmitteas
behind and that you should be blamed for the abandcoment
of the Confersnece. MacDonsld had promised to put through
this dissolution at the Buresu meeting scheduled for six
o'clook. When we got wind of the project, Hull sent me
out to persuade MacDonald to adjourn the Bureau meeting
until the fellowing day. I argued with the Prime Minister
for an hour, but eould not budge him and the only way of
saving the situation was for Hull to intervene at the
cutset of the Bureau meeting.

As usual, I went with Hull to the Fureau meeting and

had the satisfaction of seeing him do a besutiful plece

The FPresident,
The White House.



of work. The French, snd indeed all the gold standard
countries, eceme in roaring for blood. MacDonald opened
the meeting with a speech that pioned responsibility for
the breaskdown of the Conference on your message and then
read the proposals for adjournment of the Conference.

Hull got up at once and asked MacDonasld & series of
questions in regerd to the actuel situation and future
work of the Conference. MacDonald, being unable to enswer
any of the questions whieh Hull had asked him, hemme d and
hawed and even giggled & little in his embarrassment, and
sat down after showing clearly that he wae completely con-
fused--which was Just what Hull had intended.

The Secretary rose egein and with grest dignity pointed
out that to take respensibility for the adjournment of a
conference which hed been ocalled to relieve the sufferings
of the world wes unjustifiable, unleas the sctual situa-
tion and future plans were entirely clear. He said that,
of coursee,; the other representatives in the Bureau wers
much less well-informed then the Prime Minister himsalf,
the FPresident of the Conference, and since the Frime
Minister's mind seemed entirely unelear it must be reslized
that the minds of all the cther Delegates were even more
uneclear and it was essential thet time should be taken for
consideration of the whole matter. He concluded by sug-
gesting that the Bureau should adjourn without further de-
bate until the following day.

The Secretery's speech made & deep impression on
everyone present. PBonnet became bright purple with rage
and Jung was scarlet, and it wes oclear thet the Seoretary
hed carried the majority of the Bureau with him. Cham-
berlain and Bennett supported the Seoretary strongly and
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in epite of the speeches of Bonnet and Jung, the meeting
of the Buresu was adjourned until Thursday.

At the Thursday meeting of the Bureau, the Seoretary
again got to his feet at the first moment and made & reslly
fine simple address on the need for continuing the Con-
ference. We had, of course, received your telegrams, saying
you wanted the Conference to go on, and hed lined up all
the naticns we cculd for continuence. Ishii followed Hull
in support of our positicn and Bennett, Chamberlain and the
Swedish Minister of Finence end a Chinese representative
all made strong speeches supporting Hull. The gold coun-
tries end Spein were sclid in opposition. Bonnet finally
threatensd flatly to leave the Conference at once and
LimcDoneld appointed a ecmmittes of six to attempt to Te-
concile the difficulty: Hull, Chemberlain and Bennett on
our eide; Bonmet, Jung and Colijn, the Dutch Prime Minis-
ter, on the other. I went with Hull and we had an ex-
tremsly stiff three-hour fight before we obtained the
agresment to contipnue, with whieh you are already familiar.
The Secoretary's sincerity end distinction of character
have at last begun to impress everyone impressionable.
Bonnet is, of course, beyond reach. He is as cooperative
as a rattlesnake.

That brings me to the question of our relations with
France. REist told me last night, under conditicns whieh
make me believe he was speaking sincerely, that the French
have not the slightest intention of paylng & penny on
their debt to us. We should, I think, be extremely skep-
tigal sbout any predietions to the contrary which may come

from de Laboulaye or enyone else.
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It sesme to me that the time has almost come for us to
make 1t elear to the French that we feel that they have
rejected with contempt our effort to ecolleborate with
them in forelgn affeirs, and that we should back such a
statement by appropriate acticns.

I have talked over the entirs guestion with Herriot.
Hs passed through London & week or sc ago and telephoned
me in advence and asked me to spend the two hours that he
wag in town with him. I did sc. He esked me tc let you
know that he was eontinuing and would eontinue hie fight

: for the payment of the debt no matter what 1t cost him.

He stated frankly that his support of payment had destroyed
his influence for the moment. He is down and out politi-
cally and extremely depressed. I know definitely that a
few days ago he wrote his resignation as President of the
Radical Sceielist Party and as Presldent of the Committee
cn Forelgn Affeirs of the Chamber of Deputies, and was
only persuasded to reccnslder by great pressure from his
most intimate friends. He feels that bhe will not have ths
slightest changce to come back until November st the
earliest, and it is the opinion of otbers that he will re-
main an outeast for longer than that.

Nermen Davie and Dulles doubtless told you of
Daledier's private promise about reducing France's air-
planes and tanks. I remein extremely skeptical in regard
to the French accepting any disarmament agreement what-
scever. The genersl opinion here iz that war in Europe
is inevitable; that if it comes scon Fraence and Foland
%ill win; that if it comes after CGermany has rearmed, Ger-
meny will win. In the feace of this generml belief, I do
not believe that the French will deo any disarming worthy

of the name, and I think that we should consider seriocusly



whether or not we should withdraw our offer to comsult in
cess of a threat of war.

The whole French attitude towards us at the moment is
one of econtempt and I think it would be healthy to let them
know that our personal affection for them will not prevent
us from refusing to support them in any way if they con-
tinue teo beheve as they are now behaving.

Herrioct suggested very strongly that you should order
our Embassy in Paris to try to bring hom to the pecple of
Franoe the facts in regard toc the Frenech debt to us,
notably the fact that what we are asking France toc pay
is the debt contrected after the armistice. This might be
advisable and Pell, the prees attaché of the Paris Em-
bassy, 15 said to ba & thoroughly able fellow; but the
matter ie one of great delicasecy and if you should pass
along Herriot's suggestion to the Paris Embassy it should
be handled with the utmocet disecreticn.

The Eritish position remains as usual unclear.
Bennett wants MacDonald to tie the British Empire to the
United States and to work with us and Latin Ameriea and
China to the sxelusion of Europe. There is a body of
opinion in England that would favor such a policy but
MacDonald seems utterly opposed to 1t and Simon would be
viclently opposed. Hnnﬂannid ssams to have lost the last
remnants of his prestige by his aquivoeal mctions at this
conference. Eennett turned to me at the Bureau meeting
yoesterday and whispered, "He is the damnedest, squirming
eal in the world."

Simon hes built up for himself e superbly unpleasant
reputation, and everyone is repeating a remark whieh Lloyd
George is sald to have made recently: "The trouble with
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Simon is that when they cireumcized him, they threw away
the wrong piece."

Simon econtinues to be chummy with the Japanese and
to obstruot any possible action to restrain them. I have
8een a good deal of Scong and he has told me, I thinmk
frankly, about his conversations with the French and British
Governments and with Litvimeov. I told Soong at the outset
thet we ecould make no move and could not perticipate in any
move unless the British initieted it. He did his best to
gat action from the BEritish dnd'the French but failed. I
am gonvineed that any prﬂpuﬂitic; we meke to the British
in cenfidenes Simon will carry at once to the Japana sa
a8 he cerried the previous confidentiasl proposals mads
by Stimson.

Scong end Litvinov egreed to try to get the relations
of Chine and Bussis on to a better feoting for the purpose
of opposing their common enemy. Before Soonghed seen
Litvinov, he told me thet he considered that i1t would
be decidedly valuable in restraining the Japanese if we
ghould recognize Russia. He rereated this after seeing
Litvinov and I think there is something in it. His
argument wes that the inpnnnna would be convinged that
Chine and Ruseis would heve the morsl and perhaps the
materiel suppert of the United Stetes in case of further
conflict. '

Scong strikes me as an excepticnally able and straight-
forward fellow end I hope that when you see him you will
make him talk with the utwost frankness. I em sure he
hesitates a bit to let go when talking with you, because
he considers a certein emount of formal politeness neces-

sary when talking to the Fresident of the United Statas.
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I told him that there was nothing you liked so much as
plain unvarnished frankness.

I have seen Litvinov twice. A4t the outset of the
Conference, when we were rounding up votes to eleot Cox
8s Chairman of the Monstary Commission, I spoke to him
and got him to pledge us hie vote, and also asked him
who wss his confidentiasl representative in America. He
reaplied thet Svirsky was his man, ss I cabled you.

I then arranged & meeting between Litvinov and Ray.
Hay was eble to remain only a few minutes, and I continusd
the conversation. I asked Litvinov what Rusaia had to
send to us in exchange for our goods. He had nothing to
add to the usual list of articlee. I had heard that the
gold production of the Lena fields had besn sc inereased
thet it now amounted to §150,000,000 & year, and I asked
Litvinov if this was true. He replied that he did not
have the exmot figures, but that he was under the im-
pression that the amount was muech legs. I am not at all
sure, however, that we might not get §50,000,000 in gold
a ysar froom Ruesie in payment for exports unﬁ I think we
should remember this in any further trade negotiations.

Litvinov said thet the English argued with him con-
tinuously that it was not fair for GKussia to trade with
the United States since the United States had not recognized
Russla, and, of course, =sked whether you were contemplating
recognition. I told him that your genaral attitude was
friendly, a& he could see from the fact thet our repre-
santatives at this Conference, aven the Secretary of State,
were meeating him and telking with him as if he were a human
being and not & wild man, and that trade negotiations were

in progress in Washington. I told him I had not the



elightest idea when you might consider it desirabls to
recognize Russia; that it might be soon; that it might be

8 long time; that he should not eount on immediate recogni-
tion, but that he should not be surprised if you should
recognize Russia. I told him that of course you would
require an absolute pledge from the Russian Covernmesnt to :
refrain from all propagande directed against our institu-
tions, governmental or economic, He sald that of course
Russis would be glad to give such an undertaking provided
it was in bilateral form and that we agreed to refrain .,
from propagendizing Russia. Hs added that Svirsky was*

1ﬁ a position to communicete with him privately by cable
at any tima.

You, of pourse, can judge and I cennot whether or
not it is expedient to recognize Russim at this time. I
fesl that we ought to have a diplomstie repressntative
net only in China, but alsoc in RBussia since the two eoun-
tries will henceforth be intimately related in their
poliey towards Japsn ‘and if we should have first-rate men
in both countries we might to a large extent control their
common agtions or at least prevent their acting in & way
of which we disapprove.

Litvinov, of course, sald that if Russla were racognized
bhe hoped I would be sent as Ambassador, to which I replied
that I could not think of & worse one for the post and
that I should repest the same remark to you. I have no
idea that you would contemplate such & thing, but I should
like to argue with you against it if by any chance someons
should suggest such an appointment to you.

To me the most striking feature of this Conference

thus far is Bennett's desire to ccoperate with us amd I



think that if you have any plans for reciprocel tariff
negotiations with Canade the time is wery propitious.
Ineidentally, Bennett told me the other day how much he
liked Warren, and I am sure that he was talking honestly.
Bruce of Australis talked to me with vioclence of tha
Eritish Government in general and John Simon in particular,
end I wonder if wvia Cansda we might not make & hole in the
Dttawe Agreements.

I am mere than ever convinced that we cen do little
in Eurcpe end should keep cut of Eurcpean squabbles and
that our future lies in the Americes and the Far East.

Apologies for the length of this letter and every

geod wish.
Yours devotedly,

SN C AR AT
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FROM; Maticnal Broadoasting Compony —rF ; ¢
¥at'l, Pross Bullding, Wash, D. C. S dev Sapn) Lond
July 9, 1933 '

n-

FOR RELEASE FOR PUBLICATION AT 9400 P, M, EST SUNDAY JULY 9, 1933

Interview of Colonel Lewls UcHonry Eows, Secrotary to President Roosevelt,
by Walter Trumbull, well kmown newspaper corrospondsnt, ns broadeast over o {J
Hational Erecodoasting Company notwork, Sunday night, July 9, 1933, ]\
The broadeost wos sponsored by the RCA Victor Company, Ine,, and the .
RCA Bndiotron & Cunningham Badis Tube Companios, ’

UH. THIMEULL:; Welcoms back, lr. Howe, Yoo loft ue lost week to join tho ' J
Frasident ot Corpobello snd make the run down with hdm on the orulser Infipnopolis. | !
Did you have a pleasant trip?

ME, HOWE: It was a very wonderful trip, lr. Trumall, but I eannot truthfully l
|

thore nre times that I wished wo wero bock in the dnye whan nows from London
came by salling shipa. Just as overybody was quiet and ponceful and happy,
word weuld come from the wireloss operator that a 600 word magenge wns on ite
way from tho London Confersnce. Then thore would bo no loafing after that,

MR, TEUMBULL; TH4 anything bresk loose asids from the coblagrams - or did
the Indionapolis prove heraclf seaworthy? -

ME, HOWE: That's a fine question to msk about o ¥avy erulsor, Ur. Trozialll]
Tho shlp was os stendy me & church, and whilo wo hod what tho sailorg call an
"0ld Sea”, which made the two destroyors, one on olthor eide, &ip tholr nossa
in the water at every wave, we 8lipped along at onywhare from 26 to 30 kmote an
heur without a roll or a pitch, hour after hour,

G, TRMEULIY I don't supposs you had any cccnsion to use tha Crulser's guna,
Mr. Howa?

UR. BOWE: As o matter of fact, we did a 1ittle firing on Saturday night, and
protably gove the passengsrs of an undmown stosmer somathing to talk about all
the rost of thelr lives. Thoy passed & fow miles oway from us, and I premma

soy & particulorly restful ome. Tho wireless is & wondorful inventien, Tt l \
|

wo attracted no more attention than an ordinary cafige boat, Tat thay had barely

gotton beyond runge when, "Bangl" went out anti-nireraft guns in a 1ittle firing
practice. I wonder what tha passangsrs thought — probably that we had

doclared war with Liberis er scmething, ‘ ‘

YR, TRIMBULL: Did you have ony entortalmment on boArd — agide from shooting
out cablegrams and gung? J

MR, HOWE: Yos, we had sn entertainment given by the crew — songe and {
donces and five boxing bouts. I have seen many worss performances on tha |
voudoville stage whero you peid real scnay, That waas Saturdny, Sunday morning

tha Prosidont went to chmreh — ',

MR, TRIMEULL: May I venturo to nsk whother you wemt with himt

UR. HOWE: I mppose I must tell tha truth, bocouse somecma will tell on me if
I don't, I wae a littlo lomy that morning, tat oy porthole looked cut on the
doclk, and I really attonded services through the porthole. I guess nobody will
boliave it, tut really, I d4id, .

YR, TFNMEULLY That's rather an original way to attend Church, Mr. Howe] Did
you catoblish any other precedents on thig trip?

MR, HOWEy Woll, o for as I can find cut, this precedent-troaiing President of
ours broke ancthor ones whan we arrived at dnnapolis, by having what was to all
intonts and purposes, a cobinet maeting aboard a battloship, It was very rough



in the harbor ond the boat that brought them over gave the impression of bolng
about to roll over every wave, Incidentally, Secrotary Ickes, who spoke on
this hour lost woelk, raised a question at which mll of official Washington and
most of tho Novy are still olmekling, The escort for the Cpblnot party care—
fully oxploined to them on the way over the order of procedence in which they
wore to go aboard the shlp, Secrotary Ickes was far from first on the 1list as
hie department is ocne of the younger children of ths cabinet family, Just ns
tho escort finisghed, tho boat gave an umusmually torrifying roll snd Secrotary
Ickes, in a plaintive volce, quorled, "Tell me, Ad=iral, in cass wo all go
everboard, are wo rescuod in tho some order?®

MR, TRIMBULL: Well, Mr. Howe, what werc the cipcumstancos surrounding the
writing of that fonous message which almost adjourned the London Confercnce?
I undorstand tho Prosident wrote it in longhand, ;

MR, HOWE: That's vight, He alooet always writes important messages in longhand
firet, That famous document wos written in the Admiral's cabin on the Indinns-
polis. The cablogreos that came in every hour or so convinced the Presidant
more and moro that it was tins for him to put the positlon of our country
bayond questlon.

ME. TRUMBULL: When d4id ha decide on the two thinges which intsrested the
patlic most - that we would not enter intc any agroement to stabilize
our currency abroad until the dollar had reached a normal level at hoce, and
that the other matters should be taken up and gono forward with, leaving that

in sboymnce?

MA. HOWE: It ie clear to me that you and perhaps cost pecple do not quite
understond that that was no new decision, but was merely adhering to & desislon
oads months ago, and was in fast, in lino with the policy polntod out by

the cormittes of experts who drew up the progran for this confercnce way back
in the last monthe of President Hoover's adsinistration,

MH. TEOMBULL; What do you mean?  Just how 414 this conforence originate?

ME. HOWE; I suppose it has all boen forgotten, Walter, that this whole
conferance started in 1932 by a meeting of & Coordpsion of Experts appointed
by the Governments of Jermany, Belglum, Oreat Fritain, China, France, India,
Italy and Japan, in addition to the United States, to which President Eoover
had gont Ur, Edmund E. Day, Dlrector of Social Sclence, Hockefeller Foundntiong
Mr, John H. Willioms, Professor of Econooics at Harvard Iniversity, and

¥r, Nomoon Davie, meting as Gemeral Counsellor. The iden was to conslder the
poesibllities of a general geot-together meoting of all the nations to maks
common couse in the fight agninet worldewido depression., This Committes
studied over all the Qiffésemt elements which comtributed to this depression
and prepared a report of somo thirty-slx pages which hos beon reprinted y
the United States Dgpartment of Jooorce and has been widaly circulated in
this country.

MG, TRIMBETLL: Did this repert have aaything to say about tho gold standard?

MR, HOWE: Yes. When this Committes came to tole up & poturn to the gold
standard as one of the mbjects of the meeting, thay carefully put in this as
thelr conclusicne on the matter, thelr report reading:

"Each Government oust, of course, resedn free to dscide when and under what
conditions 4t could adopt such & standard, and we do not maggest that this can
or should be done without the most careful preparation. There are a

groat mmbar of economlc as well as financial conditions which must be
fulfilled before the restoration of an internationnl gold stondard con be &
practical possibility.”™ And in another place the report msald:

"The time when it will be poseitle for a particular country to return to tha
£old standnrd and the exchonge parity at which such & return can safely be
mads will necessarily depend on the conditlons in that country ne well aas
those abroad, and theso questions can only be determined by the proper
suthorities in each country separately.” This, of course, is al=cet the
ldentical langunge employed by both the President in hias mossage and the

spokesman of tho Eritish Govermment in Parliment. It wae not o new decision, Tt

a fim and positive declaration of cur intemtion to ablde by the original
progrem to which we had already tacitly agreed.

——
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ME, THUATLIy Do I wnderstand you to say; lMr. Howe, that the Prosident's
oogeago aotunlly was in agrescent with the roscomendation of that origisal
Comxdttoo of Experial

MR, HOUE: That's 1%, Walter] The point the Prosident roised in his cossoage
wna roally more a reaffirmtion of the opimiom of thie coomittos, who almso
tock tho seoe greund o8 tho President when thay sald that no poroanent
gtabiligaticn or recoval of oxchamge restricticas could toks place wuntll; os
tho roport saye, "The governments ooncermed took tho initial measurcs
noosssary to secure ¥he stabllity of thoir budgets snd their sconocdc synten,®

UR. THUMBOLI; Now that the Conferenmce has desided %o go aheed, Mr. Hewo, what
is it Llikeoly to do?

ME, HOWE: Qf geurse, what will actually be done withins the mext few wesks at
the Confarenes oannot be forseast, But I think you will fisd in a gemoral
way thoat fhe fub-comuittes will be sppointed to comaider tho toplos already
ogroed upon; and that affer & short tioe tho nsetings of the full coomisplon
will be adjpurnsd for some weeks until thess committess are ready to salm
pralininary reparts.

ME, TRIMBULL: Tes, but thet dosm'y peas much to oost of us; what are they
golng to rsport om?

|2, HOWE: There are plenty of mbjects % censider., The Agonda, which ig o
r.lco Qiplooatic word for progran, which wag te guide the Oonference, provided
eix pain protlems with a mmber of sabdivisions to each,

E, TRIMATLL: What are some of these problems, lr. Howe?

UE, HOWE: Well, there is tho memstary and credlt policy -— than there ia that
of bringing the price of goods wp to tho ocost of goods — thom the rersption
of the moveoent of coplital, including the abelition of forelgn oxchange
renatrictions; and the subject of exieting international indobtedness. Then

tho restrictions on intermaticnal trads which has four subhoads under it; the
tariff and treaty policy, and finally, thse orgoniention of prodoction and trods,
which ineludas problems lilkes thes international agreement to curtall wheat
production throughsout the world, As I said, there ore thirty—six pages of

this Agends, and the Comedttoe will have no trouble in finding plenty of work.

MA. TEIMEILLy; That's evident — and it scunds to me 1ike pretty inmvolved
work at that, But Mr, Howe, there is & guestion on another mubject I want to
agk yoro. Do those codes, agreed upon undsr the Industrial Hacovery Ast,
apply to utility coopanies — by that I mean, gas, mater, slectric light and
tolophone companies — which alrsady are rogulated by State Public Serviee
Commissiona? .

IE. HOWE: The Notional Hecovery Act epplios with ogenl foree %o all industries
including Public Ttilitios:. They oay sulmit such agreements as they think are
necossnry to wipo cut unfalr trade practices. If these agreemants are found

in opon hearing to be in ths public interest, they will then bo presented to
the Freosidont for hde action. The President has sald that as the first phaso
of exmoutlon of the law, he wants tho oophasis in thoss ogresments put on
roeployment by a ghorteor work weok, and & highser pay for the shorter weok.

Thip aleo applies to Public Utilities, :

ME, TRETLIs Thex't you, Mr. Howe. And now we'll soy 000D WIGHT,

i = L g e e )
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RUSH .

210, July 11, 11 p. m.

By order of the GSeoretary of State Hull this is
to be decoded only by Selmon personally.

SUAAMENRSSRMNE. FOR THE PRESIDENT. No Ais-
tribution te any persom.

I am very grateful for your o ngratulatory telegram
Fo. 111, July &, 10 p. m, It is most painful in this
comnnection to have to report am attitude and course of
conduet on the part of Professor Moley whioch s been
utterly dumbfounding to me. I brushed aside the evident
motives behind his radioc speech of May which expressly
discounted much or most of what you and I at the time,
and all other supporters of the program for London Com~
ference, thought could reasonably be accomplished by this
Conferenocs,. He sent along at least one woman from his
office who according to reliable information has consimt-
ently attempted to spy on my movemsnts and make secret
reports back to Moley. After his May speech, parts of

which
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which were broadoast over England repeatedly, every reason
why he should not come to the Conference while being
heralded as more closely in your confidense and mcre enti-
tled to speak for you than sny other persom, was patent.
Fotwithetanding, he ocame, with the result that for some
oight days while on his voyage here the press of London
and Farie, which had most unfairly assails 4 the American
Delesgation, first about debts and next about temporary
stabilization, with neither one of whioh the Delegation
had anything to do, then procesded to dramatize Moley as
coming to speak and aet for you and to take charge of
American interests in London, with the result that the
Americen Delegation found it impossible sericusly to fumcticm
in the face of great headlines morning and afterncon here
about how Moley was coming to dispense salvation to every
part of the world, especially as it might relate to matteras
immedia tely pending hare.

When hs finally arrived the high officials of the gold
oountries and-of the United Eingdom riveted all their atten-
tion upon him, Moley. He sent Bullitt to me with the
definlte request that I announse to the Delegaticn that he,
Moley, would in company with Doctor Sprague take oustody
of the temporary stabllization matter to the entire exclu-
slon, again at his express request, of Warburg. Assuming
that you authorized or direoted statement I simply repeated
the annpuncement he then asked me to make. And in this

connsotion
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conneotien, after his fallure he pretended to olaim that T
on my initiative directed him to mssume the task. Bullitt
and I agres in total refutation of this. He likewise
represented to the Delegmtion after his failure to sscure
your approval of tempdrary stabilization proposal that he
was not expressing n.uf pelruoul viewe about the matter what-
ever but was merely moting ad referendum.

Anyhow, he left my apartment in the forenocon and
wlthout any information on my part as to what he was doing,
proceeded during the day to negotiate directly with Maec-
Donald and othar Prime Ministers or heads of treasuries
from the gold countries, with the result that the first
information I had ceme from him over the telephone near
five o'clock that aftermoon to the effect that "they had
agreed”, and requesting me to join in ratification, which
I declined to do upon the ground that the Delegation had no
Jurisdiction and that I had expressed no opinion to you,
pro or com, on tesporary stabilization and that I and the
Delegation had refused to MacDomald and gold countries
every request to send cme word to you, pro or con, about
merits of temporary stabilization.

After your program had thus besn forced a third
time on this question within a few deys it was but natural
that you would be scmewhat emphatic in meking comment. This
wae followéd by the efforts, especially of the British and
the gold countries and certain other delegations controlled
by the British, to adjourn the Comference and charge sole

responsibility



e
#210, July 11,11 p.m, from Amembassy, Londomn - 4

reaponsibility for its wrecking to you. The resolution
was aoctually written and the gold delegates discussed it
in my presence, wherein you were perscnally charged with
wrecking the Cooference. The chances seemed ninety-nine
to a hundred that this course would be takem. Many of the
Delegates were frozen towards me as I strove to gquiet and
gompose them at the meeting called expressly to carry out
this adjournment program. At aoy rate, while it so happened
that I was in the position of umdertaking to deal with this
arisis single handed, and was lucky snough if I may say so
to be the ohlef single factor in preserving the life of the
Conference and in spaving you from the cutrage of being
branded as its destroyer, Moley was secretly sending code
mageages to you about my incapacity to function here. He
was at the same time pretending nb-ululta loyalty of friend-
ship and of official attitude toward me. He does not know
that I em aware of this fact and I only discovered it after
he sailed. My regret only equals my amazemsnt to discover
the deliberate attempt of ome I have impliecitly trusted thus
seoretly to undermine and destroy me in my situation while
openly professing both friendship and loyalty. I refer
you to Semator Fittman, Governor Cox, Mr, Morrisom the
Texas Delegate, end others for absolute confirmmtion of
the sseentials of the statements I have hersin made. HULL.
BIRGHAM
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BTATE, Acting Secretary of e .é-wﬁu .

L July 11, 1983 g

Mr. Howe advised him cn the above date that he would like
to have filed somewhere with the records of Mr. EKirby L. Prince
the appreciation of the President as well as himself for the
tiresless and very excellent service in decoding cables both at
Campobello and on the S. 8., Indianapolis.

See 597




July 12, leaa,

I am not oertain that any note is desirable.

If one i3 sent, I think that it should be so worded
that there can be no possible doubt that we retain our
freedom to change the dollar any day without conference,

I would therefore omit No. 3 or, if included, would change

it to something like the following:

3. With such countries the United States will be happy
%o cooperate in minimizing unnecessary vioclent fluctuation
in exchange while procesding toward the sttainment of the
desired end and will cooperate in such other ways as will

??W Lrlest

aid the common purpose,



CONFIDENTIAL

July 1B, 1933.

SUGGESTED _STATEMENT TO THE WORLD ECONOMIC CONFERENCE.

l. It is the purpose of the Thited States to restore
prices to such a lavel as will enable industry and
agriculture once more to give employment to the exist-
ing masses of the unemployed and as will make possible
the payment of public and private debta. It is equally
the purpose of the United States to prevent any rise in
the priece lavel beyond the point neceasary for the attain-

ment of these ends.

2, It is the hope of the Thited States that other coun-
triesa will join with us in a common effort to achieve

these purpcases.

4. With such countries, the United Statea will be happy
to negotiate axchange rate stablilization at such lavels

and for such periode as will beat promote the attainment

of these ends.



July 12, 1933,

TENTATIVE SUGGESTED PROGRAM.

Suggestions concerning the Economie Conference.
How to combat a rising dollar.

How to cheok possible inflation.
Specifications for a commodity dollar.

Poasible international money unit.

FURTHER SUGGESTIONS.

Price stabilization should be delayed until the necessary
inerease in priceshas been attained.

Permanent exchange stabilization should await price stabili-
zation and the determination of the types of money units to
be used by various countries in the future.

Specifications for a commodity dollar should be drafted for
use when prices have reached the desired level,

Proposals for a poseible international money unit should
await the determination of kinds of money aystems to be

operated in other parts of the world.
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DELEGATION OF THE UNITED STATES OF AMERICA

London, July 12, 1933

My dear Mr. President:

The enclosed copies of correspondence
with the British Prime Minister but
illustrate several similar clashes orally

and more than one in writing during the

recent troublous days.

Sincerely yours,
M

The White House,

The President,

£ ~Cond— /f
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July 11, 1933
PERSONAL

The Honorable
J. Remsay MacDonald,
President, World Monetary and Eponomic Conference,
10 Downing Bireet,
Whitehall, London,
My dear Mr. Prime Minister: |

Your surprising letter of July 5th to hand, in which
you seriouely criticize Fresident Rocsevelt upon the
assumption or theory that there was some sort of censure
of the Economic Conference by the President in a message
of his to me of last Friday. Let me assure you that I
find few persons who impute any such motive to the Presi-
dent or find any éunh interpretation in his message to
which you refer. I assure you also that the President
fully visuallzes and comprehends the entire scope and
purpose of the Conference.

In preparation for this London Conference the Presi-
dent, scores of times to my knowledge, carefully and
fully examined all of the toplice in the elaborate agenda
prepared by the preparatory committee. You are in error,
therefore, in your imputation that the President was
under the impreseion that "the Conference seems to be

called for one thing, namely to take measures to raise

prices."
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I am equally sure that the President 1s entirely
familiar with the mechanics of a world conference, such
as the Economic Conference now sitting in London. You
may or may not recall that, at the instance of those who
now criticize and ineiet in drawing wholly unreasonable
inferences, insistent demands were made upon the Presi-
dent for a third decision within a few days time on the
question of temporary stabilization. I have no disposi-
tion to criticlze those who, in their over-eagerness,
thue forced the hand of the President the third time
within thie brief period with the natural result that
the President became somewhat emphatic in making reply
to some of the arguments that have been so repeatedly
thrust upon him, not by the Conference, btut by a small
group, and in which he did not honestly believe.

The President evidently did not address his message
about which you complain to the Conference for the reason
that it was not believed that the Conference had any juris-
diction over the question of temporary stabilization-—that
it was not listed as any definite or concrete part of the
agenda; but that it involved more of a political decision
which governmental tremsuriee in conference with their
central banks would have to make. I myself think it most
unfortunate that some of our good friends, through more or

less
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less unressoning fear, heve entirely over-emphasized and
exaggerated thie subject and needlessly endeavored to
project it into the otherwise peaceful and regular pro-
ceedinéu nf the Economic Conference,

With the greatest respect for your usually fine
Jjudgment and to you personally for whom I entertain the
highest admiration, I must respectfully but earnestly
protest against the criticism contained in your letter
of July H5th the entire purport of which is that the
President is charged with censuring the Conference. I
have thus frankly written in earneet remonstrance against
the placing of record in the files of the League of
Nations what I must believe was & letter written in some
haste.

The President is a genuine friend of international
cooperation, as you well know; has since March 4th rendered
it great service; and he would be one of the last persons
on earth to impede in the least the progrese of this great
World Econompic Conference to the success of which he con-
tributed nearly two monthe of earnest personal work at
Washington during April and May last.

I write in the best of good feeling and with great
appreciation of the fine service you are performing as
President of the Monetary and Economic Conference. I am

moet
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most anxious, as President Roosevelt is most anxious, to

cooperate with you to the fullest extent deemed at all
feasible.

With my warmest personal regards, I am

Bincerely yours,

CORDELL HULL.

A true copy of
the signed origi.
mal, ¥
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5th July, 1933.
My dear Secretary of State, . g
In view of the censure implied in the President's
megeage to you of last Friday, I should like to explain what
y&u know from your own experience but what I think should be

put on record - how the work is being done.

The President seems to be under the impresslion that
the Conference is called to do one thing and one thing only,
namely to take measures to raise prices. As you know, the
Conference haes been called for the purpose of trying to
come to agreements elong the whole front of problems and
actione set out in the experte' report. I underetood that
there was & complete agreement between the Fresident and
myself that the whole of that work should be done with the
utmost expedition so that every nation should be got %o
co-operate, in accordance with its own conditions and
position, in the world recovery. As you know, thie ie being
done by the simultaneous eetting up of a considerable number
of Committees, each charged with specified problems and
groups of problems. Until the later part of last week,
that work was being pushed ahead with great rapidity. Bome
of the wider and more comprhensive problems were being
negotiated quietly amonget the more important nations
whose contributions to their solution were essentlial, and

80 soon as & general understanding had been reached batwﬁan
those
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those nations, the whole subject was to come out for publiec
and general settlement. The time-table plan was that by the end
of«this month the Conference was to have finished ite work and
wae to leave ite Bureau or some other representative committee
charged with the carrying out of the Conference decisions by
the Governments represented at the London meeting. The re-
flections that the Conference was searching for excuses for
pursuing eerta&n policies, are moet unjust and can only have
arisen frome lack of understanding both of the duties imposed
upon the Conference and the method that it was adopting to
meet them. The idea that any one delegation or combination

of delegatione could, without discussion or negotiation, force
certain countries to do certain things, is not one which if
roughly pursued could lead to anything but a world disruption.
It would defeat every hope to a great co-operation of goodwill
active in promoting general understanding. When the message
reflecting upon the Conference was not sent to your delegation
to communicate to the Conference or to guide yourself but wase
broadcast to the world in the first instance, the most bitter
resentment could not be avoided and the prospects of agreement
were for the time shattered. The countries who do not agree
with us in our immediate outlook have a right to be heard and
have their case discussed. That is the process which has been

going
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going on and which, but for these interruptions, would have
been approaching a settlement by now. At the middle of last
week I was perfectly confident that I could have the work done
on the projected time-table. Now I am afraid, whatever may
happen during this week, my time-table will have to be ex-
tended by some return to a method which I understood that
both the President and I wished to avoid, namely an adjourn-
ment of the meetinge of the full Conference whilst Committees
were dealing with details and negotiating agreements on them,
Had I been asked before the publication of the President's
censure what actually was happening, I think it would never
have seen the light of day, becuase, as I have indicated
above, it proceeds upon a complete misapprehension of how
an international conference, representative as this is of
sixty-six different nations who are here in the persons
of Prime Ministers, Foreign Secretaries and Finance Ministers,
has to be conducted if any good results are to be had from
it.

With all my warmest good wishee and kindest regards,

I an,
Yours very sincerely,
(8gd) J. Ramsay MacDonald.

The Hon. Cordell Hull,
American Delegation,

World Economic & Monetary Conference,
Geological Museum, 8.W.7.
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Memorandum for P dent A, July 24, 1933.

Domes ur Problem

The Administration has, in my Judgment, never faced a
more serious situation than 1t does today. The entlire recovery
program, which is the heart of its policy, 1s Jeopardized by un- '
certainty and doubt in the monetary fileld. The National Recovery
Act cannot posseibly function to any useful end if there 1s fear
of currency depreciation of an unknown amount and fear as to
monetary experimentation. 7There has already been a tremendous
flight of capital, and this flight will continue at an increasing
pace so long as uncertainty prevails.

Furthermore, while the threat of inflation originally
acted as a stimulus to buying of commodities, and therefore as a
stimulus to production and trade, it is obvious that the rise of
prices and production, stimulated by fear of money, has far out-
stripped reality and now conetitutes a menace in itself.

In the international field, the feeling that we were em-
barked upon a well-ordered program is rapidly shifting into a
feeling that we are fumbling about in the dark, and the result of
a continuation of our present undefined monetary policy will in-
evitably result in further monetary chaos in other countries.

The line of probable events is perfectly clear but too long a story
to include in this memorandum.

I therefore urgently recommend the following:



1, That all monetary ideas, projects and studiee be
concentrated in one place, and it would seem to me that the
loglcal place would be the Treasury Deplrtman‘l{ and the Federal Re-
serve Board.)

2. That it be decided now what authorities are to be
consulted in preparing a definite monetary program; and thaﬁ a
commission be formed of these authorities immediately; and that
this commission be given not over a month to prepare a recommenda-
tion to the Treasury.

3. That the terms of reference for the commisslon be
defined as follows:

{a) That the United States Government desires not
later than October lst to fix the amount of devaluatlon which ls
desired in order to bring about the necessary asdlJustment of the
price level, allowing for a subeequent variatlion of not over 1lO&.

(b) That the United States Government desires to
enter 1nt? conversations as soon as poseible with the other countries
now off gold with a wview to their likewlse fixing thelr ratlios to
gold with a variation of 10% at the pame time that we fix ours.

(As & matter of practice it 1s only necessary to agree with England
because the rest will fall into line. This involves at least a
tentative debt settlement.)

(e) Acting on assumptions (a) and (b), the commlasion
is asked to determine two things:

A. What emount of devaluation should be flxed
for th5 United States dollar. For example, Af a seventy cent

dollar 18 the answer, thls would mean a definite declaration



that devaluatlion will not exceed 35% or be less than 25%,
the actual figure to be determined over a perlod of time,
B, 7What should be the exact nature of the
gold standard to which the United States returns in the
Autumn? How can the pre-war gold standard be improved, and
how can the purchasing power of the currency be rendered
more stable without resorting to methods sc academic and eso
untried that their adoption would in itself again disturb

confidence?

LE N N R NN R L N R O R B B LI O O I O O O O O O I

I belleve it i1s perfectly possible for the commission to
evolve an improved gold standard, and I have & definite idea as to
how & gold standard can be made more llkely to provide price
stability than it 4id in the past. I believe further that in a pro-
gram such as is ocutlined above, we would have the active.support not
only of Great Britain and the ﬁﬁmlniunn, but of the Scandinavian
countries and eventually even of the gold countries. The result
would be that in the Autumn the off-gold countries would return to a
ratlio to gold on an improvéd gold standard and that the gold countries
would very quickly adopt the new standard, some of them possibly
taking this opportunity to revalue thelr currenclies overnight without
ever gettlng into the position of running amuck as we are doing at
the present moment, It such a program is not adopted, I foresee
grave danger not only domestically in the breakdown of our entire
program, but internationally, in that by the time we are compelled



.

to stablilize in the interests of our domestle ploture, the present
gold countries will have gone off gold and will be Juet where we
are today.

J. P. Warburg.
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My dear Prime Minister,- }dgp 3” “ /?/' {xjﬁﬂx

When you and I had our talks here in Washington only
a little more than two months ago, and laid our plans for t a- e
wﬂrld'ﬂanatary and Economie Conference, I little thought that .
1 shauld sn soon be addressing you on the subject of its adjour- o
ment. Had I been able to foresee then the march of events with-
in my country which have necessitated so complete a change of
poliey in monetary matters, I should have told you in all
frankness that I did not believe the time had come for the
United States to participate in a conference of this sort. I
should have told you that monetary stability was out of the
questlion for some months to come, and I should not have urged
upon you and the representatives of other nations that the Con-
ference be held this summer. It has been a source of profound
regret to me that events have followed the unpredictable path
.they have tﬁkan, and that, as & consequence, the United States
has been the stormy petrel of the Conference, It is idle to
deny that tﬂis is so. The Conference, so far as accomplishing
tangible results 1s concerned, has been a fallure, and the
reason for, 1ts fallure is that developments here have altered
Qﬁme of the basic praﬁisns upon which it was called into being.
No one could realize this mé;a clearly, or regret it more sincere-
ly than I, but I should have been remiss in discharging my duty
as President of the United States if I had not heeded the storm

signals and altered the course of my vessel accordingly.



I am not afraid to say that in a practical sense the
Conference has been a failure, because to my mind there is one
thing worse that could have befallen us and that is a spurious
success. If we had gone on as if nothing had happaned,.and had
reached a serles of 1llusory agreements, the Conference might
have adjourned in a blaze of glory and the hopes of the world
would have been raised to an entirely unjustifiable extent, only
to be shattered irremediably by the inevitable spectacle of one
agreement after another being rendered vold by the inexorable
progress of events.

By reason of the fact that this Conference has failed
and not feared to avow its failure, it has to my mind accomplished
much to redeem the self-respect and restore the courage of mankind.
You, as President of the Conference, have done a herole job under
the most trying eilrcumstances, and I am deeply grateful to you and
to all the participants in the Conference for your perserverance
on the one hand and your forbearance on the other.' Events move
at 21l times more rapidly in one part of the world than in another.
The center of acti?ity is constantly shifting throughcut all
history. It was the 111 fortune of my country that it should
happen to become the foecal point of change at a time when rapid
change anywhere spelled disaster for the deliberations of a World
Conference., Your forbearance bears witness to your realization
that & few months cne way or the cther might easily have cast some

other country inte thls unpleasant role.



Let me say also one other thing to you and to all the
nations to-day assembled for the last time at this session in
Kensington. America 1s not, as so many people conclude, embarking
upon economic nationalism and isolatien. America will again
devote herself to naighhnrlinass'whan she has put her own house in
crder,- unreservedly and, I hopé,‘snun. We must all solve our
problems and conquer our difficulties by our cwn will and cur own
strength, realizing that in putting curselves in crder quickly we
are making it that much easier for cthers to do likewlse, and
realizing also that we must not achleve our own success through
measures that will bring distress and disorder upon the other
nations of the world.

It is my earnest hope that America will scon have found
the way out of the wilderness and that she will then be able to

extend the helping hand to others who have not yet reached the goal.
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The Hon, Cordell Hull,
Chairman, Delegation of the

United States of America,
London, England,

Dear Judge:

Attached is a report on the activities and meetings
of the Sub-commission No, 1, appointed from the membership of
the Economic Commission, World Economic and Monetary Conference,
to discuss commercial policy, The events reported are
arranged as near as possible to their sequence of occurrence,

I have also attached an outline report of the same
events prepared by Mr, Benjamin B, Wallace, delegation expert,
which has crose page referencee singled out for detailed
examination in the Conference Journal,

S8incerely yours,



1.

SUB-OCMUIBSION NO, 1
Dealing With Commeroiml Folioy

T Fresident Ramsay MaoDonald, after some three day's
disoussion, before the plenary conference, announced the lgpoinmnt
by the Bureau of two Commiesions, one called the Economic Commission,
and the other Monetary and Financial Commiseion,

Hy; Colijn; of the Netherlands, was named president of
the Economic Commission, and Governor James M, Cox, of the United
Btates of Amerioa, was made president of the Monetary and Financial
Commigsion. A representative from each nation was named on the
Economic CJommission,

The Hon, Ralph H. Morrison,; and
the Hon, Samuel D, McReynolds,

were made representatives of the United States on the Economio
Commission.

II. The first meeting of the Eoonomic Commission was held
on Friday, June 15, at which time President Colijn cutlined four
pub=headinge for discussion by that Commisslon, They weret

1, Oommercial Polioy.

2, The Co-ordination of Produotion and Marketing,
3a., Direct and Indireot Bounties and Bubsidies.
3b, Export Bonuses, Marks of Origin, Eto.

I11. On June 20, Bub-commiseion No, 1, of the Economioc
Commission, was named to discuss sub-bead No, 1(Commercinl Poliecy)
with Dz, Carl V. Krogmann, of Germany, as chairman, Those nations
designated to this sub-ocommission were:

Union of Bouth Africa Italy

Gormany Japan

Belgium Horway

United Eingdom Switzerland

COuba Ozechoslovakia

United States U.8,8.R,

France ruguay

Hungary ?luum:.u Committes
of L, of K.)

Mr, McHeynolds, of the United States, was sasigned
to this sub-commission with Mr. Benjamin B, Wallace and Mr, Henry
Chalmers as experts.

Iv. On June 19, 20 and 21, there were discussed before the
Economloc Comsission by representatives of various nations the questione
of tariff truce, commerociaml polioies, quotas, embargoes, and other
matters of similar charsoter coming under the jurisdiction of this

Commlsslony




V. The firet meeting of Bub-oommission No, 1 was held
at 3 p.m,, June 21, and topios to be discussed by the sub-ocommission
were outl as:

A, Nommalization of trade; provision of fnrﬂfn
bitiona,

exchanges for imports; gradual removal of proh
quotas,

B, Problems relating to tariff and treaty polioy
inocluding the regime of the most favored nation
olause and possible exceptions,

Firset disoussions were under sub-section A which were
gu‘eioipl.hd in by praotically all members of the commission om
22, 23, 26 and 27,

VI, On June 22, the Hon, Cordell Hull, chairman of the
United States delegation, appeared before Sub—ocommission No, 1
and presented the resolution relative to tariffe and em es
that had been approved by President Franklin D, Hoosevelt
Exhibit A),

Proposals from other interested nations along similar
lines were made throughout the discussion(See Exhibit B)

VI1I. At the meeting of this sub-commission, June 27, Mr,
MoReynoldas, of the United States, conoluded disoussion under
gub=geaction A on the question of mb:gou, guotas, and also
dealt with Amerioan tariff policies prineciples as his
country's contribution to disocussion to ocome under sub-gection
B(See Exhibit 0).

VIII, On June 26, the president of Bub-commiseion Wo, 1
proposad that & sub—committee should be asked to condense the
various opinions expressed during the discuseion into a draft
reaolution on the basis of whioh the sub—ocommission might explore
ways and means of preparing & conventlion either bilateral or
rmultilateral, This was agreed to and the following delegations
were appointed: '

United Eingdom United Btates
Norway Franoe
Switzerland Poland
Belgium Italy

Hungary Germany

¥r, Mgheynolds waa designated as the representative
of the United Statee on thie sub—committee, Mr, Chalmers and Mr,
Wallace worked with him, and rendered wvaluable servioce,

This drafting sub-ocommittee met four times, but at
each meeting the guestion of stabilization of intermatlional currency
would ariee, Consegquently, the drafting sub—committee was never
able to even agree on & preamble,

IX, Discussion of sub-seotlon B continued through five
subsequent meetings, June 28 to July 4, when Bub-commission No. 1
was adjourned until notice of further meeting by its chalrman,

An adjournment was taken without any sub—committes belng appointed
to condense opinion giﬂn during disocussion on sub-section B,
(Bee Exhibit D),

At this stage of the conferenge, %the questiom of
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temporary stabilization, having been stromgly declined by
President Roosevelt, the Bub-commission No, { on July 6 adjourned
to walt the action of the Bureau, because it was generally
understood that the Bureau would comsider the gquestion of the
adjournment of the conference,

I, On July 6, the Bureau met and requested that each
spub-oommission meet ms soon as poseible to draw up & list of
guesations which might be in the exist gliroumatances usefully
sonsiderad, Bub-commiseion No, 1 met at 12:30 p,m,, July T,
_and the which insisted that nothing further could be discuseed
“'or congldered were:

Franoe Italy
gulgim Poland

eImany Hungary
Bwitzerland Czechoslovakia

Those who desired to proceed were!

United Btates U.8.8.R,
Horway Ja
Cuba Unﬁzd Kingdom and Dominions

Argentine
Uruguay was not present,

At this time Mr, Goliin appeared before Bub—ocommisaion
No, 1 and suggested that the president, Dr., Krogmann, appoint

& committee to draft a report as to what could be considered cutside
of financial gquestions, Dr, Erogmann proceeded at once io name

puch & drafting committee, and on this committee he put among others
Switzerland, France and Germany, Representatives of these nations
refused to serve on this committee and insisted that Dr, Erogmann
be instructed to prepare a report of the different views expressed
and submit thet to the president of the Economic Commiselon,

i1, The next meeting of Bub-commission No, 1 was July 11,
11 a.m,, for the consideration of the nomination of a drafting
gommittee in conformity with the deoision of the Bureau of July 10
to draw up a report embodying the different ideas and points of
vjew which had been put forward during debates in the meetings of
Sub-commission No, 1.

The president of the sub-commigeion proposed that
this drafting committee should consist of representatives in aqual
number of the two points of view expressed during debate, He
named Belgium, France and Italy on ome side, and Japan, Norway
and the United States on the other, This was approved. The
United Statds was represented on this drafting commikee by Mr,
MoReynolds and also the experts, Mr. Chalmers and Mr, Wallace,
Mr, Chelmers was very active and had much to do with the final
draft, Mr, MoReynolds insisted that this draft should go back
to the pub-gommission with the view of trying to submit & further
proposed program for the conslderation of that commission. This,
howaver, was over ruled and the drafting committee's report was
to be submitted direct to Mr, Colijn(Bee Exhibit D).

(Mr, Walleoe's outline report of
Sub-commission No., 1 activities with
journal references is hereto attached),



EXHIBIT A

The fifth resolution, which is designed to lay the
foundations for & gradual reduction and removal of artifioial
barriers to trade, is as followst

WHEREAS, warious nations have been comstralned, on
the one hand, to impose restrictions upon importe in the nature
of tariffs, quotas, embargoes, eto,, and, on the other hand, to
subsidize exporte, and

WHEHREAS, this tendency hms resulted in nationalistio
action in all netions, which, if carried to its logloal comolusiom,
will result in the almost complete elimination of internatiocnal
trade and a return to a medieval isolationism, and

WHEREAS, 1t is agreed that this tendenoy must be
arreated if a world recovery is to be achieved and a degent standard
of living widely maintained; and

NOW THEREFORE, BE IT RESOLVED, that all the nations
participating in this conference agree -

(a) That it is againet the common intereats for any
nation to adopt or continue a giliﬂy of extreme economic nationalism
and to ralee madditional trade barriers and disoriminations;

(b) That ez es, import gquotas and various other
arbitrary restriotions should be removed completely as possible; and

(c) That tariff barriers should be reduced as gquickly
as poseible by reciprocal bilateral agreements or by multilateral
agresments to & point where trade can once more move in a free and
normal manner; and

(d) That care should be taken in making bilateral
or multilateral agreements not to introduce disoriminatory features
which, while providing an advantage to the contraoting parties,
would react disadvantageously upon world trade as & whole,
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EXHIBIT B

Conf.M.E. /C.E.24.
London, Junc Bdrd, 1933,
LELOUE OF NA! .
MONETANY iND ECONOMIC CONFERENCE.
Sub=C soion I - Commereinl Policy.
1. FPRINC OF THE .BOLITION OF PROHIBITIONS & RESTHI NS.

Proposalo for the immedinto or progrossive cbolition of
prohibitions or rootrictions of imports wore luid boforc
the Committop, notably in the following three forms:

(o) MNOMYEGIAN PROPOSAL (Conf.M.E./C.E.22) to adopt as
& bagls tho Genova Convention of 19277, Thise
proposel sheuld be underotood to moeon that tho
conolusion of an internationul convention is to bo
aimed at. It ie not propozed that the full toxt of
e convcntion, which hes naturolly lopscd, should be
retedned; 4t would have to be amondod to fit
prascnt conditione.

(k) TUNITED KINODOM PROPOSAL {(Conf.M.E./C.E.20) "..... it
ie imperative thet sll import prohibitions adopted
on Erﬁuuda of qgngmﬁgigg poligy should be abolished
without prejudico, howover, to the cxcoptions which
arg gunerally rocogniscd invornetionally.™

(e} FROPOSAL OF HE UNITED STATES (Conf.M,E./C.E.23)
Embargocs, import quotas and various other arbitrery
rostrigtions ghould bu romovcd completely as quickly
ag posaiblc.

The mojority of tho delegotions which took pert in the
discussicns doclarcd themsolvee in fovour of tho princdple
which is common to the throc above-montioned proposals, though
with cortein varintions and subjoct to conditions whioh will

be reforred to later.

II. CONDITIONS AND LIMITATIONS TCO THE PRINCIFPLE OF ABOLITION.

{u) igub!&%sntian of currcneics.
=Gommigsion apprarcd to bo unanlmous in cun-

sldoring th:t no gonoral moasurc in the matter of
prohibitions (ee aleo in rogerd to turiff guestions)
could be ~dopted oo lony ce the currencius of the
prineipul Stebtce, as well as thoou of the Partics to
the contomplated convontion, had not Loen stobilised.

Hotc. - The question co to whothor it would be poesible
to coneider the gradual rumovel of roetrictions,

ovon fedling tho otaobilivation of ell eurronoics ocon-
cerncd, providod 4 lcrpor omount of forcign oicchange
woro mode availeble for ihe importer hos not yot boen
dizcussod.

Th: cescentlal elausce ofi thic Convention am annexecd heroto.
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) jaaseaoeg Lemeipn, hents grosmicion.
2 soussions in ommiesion it secms olcor

(c)

III.

+ la}

(®)

m u
thet the gonoral view is thot, considoring thc exsting
sorious conditions and the nocessity of reviving
productive and commcreial oetivitiecs end of putting an
end to uncmployment, it is imperotive thet cll countries
should endeavour to plege an inercasing emount cf foreign
exchange at the dispoenl of importers. The question Ba to
how far such a policy could be roconeilod with the
problem of finsneiel obligetions is dot within the
competence of the Economic Commission.

The link between the ebolition of forelgn uxohange
gontrol ond the suppression of commcreicl rostriotions
is brought out in POLI LTION!'S FROPOSAL
(Conf.M.E. /C,E.3) Tor the o tonoous conclusion of two
Conventions concerning these two subjocts.

Fonding the sbolition of forcign cxchange control
this proposal sdvocates the placing at the disposal of
importers the full omount of forcign exchange required
by dmpoarters for the piymcnt of goods from the contrecting
countries. The reletion beotweon those two probleme was
stroasod by the ITALIAN DELEGATION, which steted that
Italy wes .compolT@d t0 roscive the night to adopt or
meintein measurea of prohibition or rostrictions in
regard to importe from. coumsrico thich, by means of foreign
exchange control, put obstocles in the woy of the
export of her goods.

Agrigultural anrlu,ntn.
" The exceptio in pricce of these producte, In the

opinion of the ATION provonta Frammo from
renouncing the r t to huve rocourse to quotes, at any
rate until, by means of the internationnl orghnisation
.of production, a lovel of priccs haos boon roached which
will ensure & rosgonable profit te produccrs.

APFLICATION OF THE PRINCIPLH.

Iruce,
Excluding agricultural products and subject to the
general reservation with reogord to monetary and financial
questions, the FHENCH DELEGATION proposcs thot the |
States ghould undertake, as from thc signing of the
<onventlon, ] »
l. not to cnoet pow prohibitions or Quotas
2. not to reduce the quotoce ot presont in force,

Transitionnl Mcupfiros.
he oub-Commisslon sooms to be of opinion thet a period

of transition should in eny ceoc be provided for.

1. Fixed time-1imit,” Tho POLISH DELEOLTION (Conf.M.E./
C.E.3 ] suggests thet, on thc LnBiE uf & poroontage to be
sgrecd upon, there should bo o progruseive brosdening
of guotas until thiir completu eonccllotion et the cnd

of the third yoar. Tho FOEWEGIAN DELEGATION concurs in
this viow. ‘
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TION OF URUGUAY (Conf.M.E. /C.E.17) proposcs
* Eppo Onmen twocn tho pertics concernod
of the quota fixed by importing States should be loft
to the exporting countrica.

: 1 po 8CComE YOIy
(-] x un:r time '.I.imit. On the cther hend,
B't-utoll which have signed the gonersl updortoking would
prococd to modify or anbolish rustriotions at o rete
correapanding to tho fulfilmont of the concomitant con-
ditions (atabilisation, cxtcneions of forclgn cxchenge
facilitios, ruising of ogricultural priccs cte.)
Thie Liau of & parallcl progrces in the differont
roforme which constitute o return to normel trade conditiona

is -:xprannlfy ombodied in the PHESIDENT!'S PEOPOSAL

(Eonf.M.B. /C.Ei2).

SAFEGUARDING CLAUSE.
n the onvontion thoe Stetos rosorve the right te

adopt messures of prohibition end reetrietion "for the "
purpose of protecting, in cxtroordinery oand ebnormal
giroumstences the vital intercsts of tho country."

Eagnomic

WTE In thﬁ?’ﬁumit.tnu'a draft - hich served A o
basis for the Convontion it was furthor laid dowm
thet "theose moasurca choll bo cpplicd only in
gasc of oxecptiontl noouvesity and shall not
constitute an erbitrary moons of protocoting
national production or discriminoting against
any other contracting Staoto."

% HJEFBGMN DRLEGATION (Conf.M.E/3.E.22) toking as a

a onvention, proposcd that the "Sefeguerding
Clause" uhauld bc suppleomentcd by & provision whaoreby

the quotas fixed to moot cxeeptiondl conditiona shall

not be below 100 per cent of the averaje quentitics
imported during normal years.

SUOTAS APPLIED AS A KEANS OF G’.‘IHUERTEI; ECONOMIC ORGAMISATION,

Adovording to the ERITISH DELRGATION (Conf.M.E./C.E.20) it
ie necessary "thet & cloar notion ohuuld be drawn
between , on the one hand, import quotas erbitrarily
imposed by the importing nuuntrr oo cn ndditionsl measure

of protoction for the homc producor, and, on the other

hand, production or markot guotao imposcd in pursucnce

of international cgroemonts to rogulote production or
markoting 8o oo to rostore cnd maintein a romunerative lcvel
of wholesale priceos for producers in all countries.”

BOTE: Since this idec scoma to hove beun cpproved in the
eouraa of the dibuter o glesuse vould appear to be
neceseury assurim; the scfoguarding of the intereste
of third Sgates cquelly conccrned in ths branch
of production to be organisod bgt not perties "
to the international agroomonts in queation.
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.0 : « .2, /8] the abrogation of

2 administrative end logisletive mecsures having the
charaoter of economic cgpresoion or of discrimination
ogeinst eny country whoteyer, This propescl which
applies equally to restricticha cnd to tariffs, or other
similar measures, is set forth in dooument Conf.M.E. C.E.15)

The [I0Y (Conf, M.E,./C.E.25 p.2)
also recommends the aveidonoc cf cll disoriminctory
measuresd in regard to tcriff restrictiona.

1. The TURKISH DELEGATION «(Conf, M.E./C.E.11) proposes that
"the financisl =nd egonomic equilibrium of cooh country
should be token ints coocount"in conncotion with the
abolition of restrictionn; :

11. The GREEK DELEGATION (Conf, M.E./C.E.13) proposes that,
when concluding specicl cgrcomcnts botween grect ercditor
States and smoll debtor countrice to froilitote the
sorvice of oxterncl debtsc, these cgrocmonts should remain
"guteide the existing quotc syatoma!

¥.B. 1) Proposcls ond obesorvetisns reloting to glecring
cgreements hove.not beon included in the prosont note
o8 such cgroemonts rclotc morc proporly to the problem
of the limitotion of me-ne of internctionnl poyments
(Foreien exchenge oontrol).

2) It hos boon uncnimously reocogniscd tha:ufilgﬁgxgl
EﬁIEEﬂEBj% would unquostiohcbly be of ue for the
purpose ol opplying, giving groctor procision and
supplomenting colleetive ~grecmonts ropording
restrictiona, Cortnin Delogotions (Switzerland) cro of
the opinionuthat bileternl treoctics nlone aro likely
to lead to results in this mctter.




ANNEX

INTERNATIONAL CONVENTION FOR THE ABOLITION OF IMPORT AND EXPORT
FROHIBITIONS AND RESTRICTIONS.

N.BE. Only the ssaemtial articles of the said Convention are reproduced
below; the formal olauses and the interpretative comments incorporated in
the Frotoocol have been omitted as superflucus for the discussien before the
Bub-Commission.

Article 1.

The provisiens of the present Comvention shall apply to
prohibitions and restrictions imposed on the importation into the
territories of any High Contracting Party of grods the produce or
mumumm.-wwummmmmm.mﬁ l
to prohibitiona and restrictions imposed on the axportation of goods
frem the territories of any High Contracting Party to the territories
of any other High Contracting Farty.

Article 2.

Subject to the exceptions provided for in the following artioles,
the High Contracting Parties undertaks to abolish within a perded of six
months from the date of the coming into foroe of the prosent Convention,
in 8o far as the respsctive tarritories of each of them are concerned, all
import and export prohibitions or restrictions, and not thereafter to
impose any such prohibitions or restrictions. During this pericd each of
the High Contracting Parties will adopt all appropriats measures in order
to reduce existing prohibitions and restricticns to a minimem snd will
refrain from imposing any new prohibdtions or restrictiona.

Purthar, the High Contracting Parties undertsks to ndopt tha
neoaBsary measures to ensure that the provisiona of the present Convention
ars striotly cbserved by all suthoritiss, scentrel er loeal, and that ne
regulation is issued in contravention thereof.

Article 3.

Should the High Contrasting Partiea, in pursuance of their |
legislation, subject the importaticn or exportation of goods to oertain |
regulations in respect of the mammer, form or place of importation or
exportation, or the imposition of marks, or to other formalities or
eonditions, they undertake that such regulations shall not be made a means
of disguised prohibition or arbitrary restrioction.

Artiole 4.

The following elasses of prohibitions and restrictions are not
prohibited by the present Convention, on, condition, howewer, that they
ere not applied in such & manner s& to comatitute a means of arbitrary
ddscrimination between foreign countriss where the same conditions prevail,
or & disguised restriction on intermational trads:

1. Prohibitions or restrictions ralating to publis security.

2, Prohibitiona or restrictions imposed on moral or humendterian groundsa,

3. Prohibitions or restrictions rogarding traffic in mrms, ammunition and
implements of war, or, in uxceptional oircumstances, all other
mlitary supplies.

4. Frohibitions or restricticns imposed for the protection of publie
health or for the protection of animals or plants againat disesse,
insecta and harmful parasites.

§. Export prohibitions or restriotions ismasusd for the protection of
national tressures of artistic, historie or archasclogical walue.

8. Prohibitions or restrictions applicsbls to gold, silver, coins,
currency notes, bankmotes or sscurditiss.

—



—

7. Prohibitiors or restrictions designed to extend to foreign products
the regi=e established within the country in respect of the
tion of, trade in, and trensport and consumption of native
ta of the sams kind. i .
8, Prohibitlons or restrictions applied to products which, as regards
production or trade, are or may in future be subject within the country
to State monopoly or to moncpolice exercised under State control.

Articls 5.

Nothing in this Conveation shall affect the right of any High
Contracting Party to adopt messures prohibiting or restricting importation
or exportation for the purposs of protecting, in extracrdinary and
abnormal eireumstances, the vital interests of the country-

Should measures of this character be adopted, they shall be
applied in such & manner as not to lead to any arbitrary discrimination
against any other High Contracting Party. Their duration shall be
rostricted to that of the causes or circumatances from which they arise.

Article 8. !

i. The High Contracting Partien, recognising that there exist
in the case of certein of them situntions of fast or of law which prevent
the lattor from immediately undertaking, as regerds certain specifiesd
products, the engagements entered imte undor the previous erticles, have
deemed it squitable to authorise these High Coniracting Farties to make
& reservation in regard to certein temporary exceptions, which the latter
undertake to withdraw as scon as the circumstances from which they arises
coass to exist. L

2, Moreover, the High Contracting Parties, recognising that the
sholition of certain import or export prohibitions or reatrictions applied
by some of them would involwe the latter in grave difficulties, and that,
moreover, these prohibitions or restrictions do not prejudicially affect
the trede of other countrics, hawe also deemed it equitable to suthorise
these High Contracting Parties to make & reservation in regard to these
excoptions. {

3. The Anmex to the present Convention sets forth the sxosptions
coming within the provisions of the two preceding paragraphs, which have
bean agresd to on this day's date in fevour of the High Contracting Farties
who are mentioned by name in the Annex and who have signed the Convention
on that date.

4. Exceptions which the High Contraocting Parties may desire’ to
alnim subssquantly to that date shell be dealt with in accordance with the
procadure laid down in the Protocol to the present Conwention.

Article ¥.

Bhould one of the High Contresting Parties be cbliged to adopt
any messure of prohibition or restriction againat products of any foreign
country, whether the Conwcntion be appllcable to that country or mot, he
shall frame the measure in such o way as To cause the leass posaible |
injury to the trade of the other High Contracting Parties.




ECONROMIC COMMISSION.

July l4th, 1933,

In communicating to the Delegates the annexed
Report the Secretariat hos the honour to inform them that
M, Colijn, President of the Beonomiec Commission, will
tranemit it on Friday morning, July 2lst, to the President
of the Guniarann?, teking into amccount, however, any

cbaervations which Ne may receive in writing before Tusaday
evening, July 18th.
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) ExEIBIT O
i? DELEGATION OF THE UNITED STATES
FOR THE PRESS JUNE 27, 19313,

HONORABLE BAMUEL D. Mo
{ DELEGATION, BEFUHE THE

RCTAL POLIOY OF THE WOWETARY

Mr. Chairman, and members of the Committes:

I reallze that wo are now sbout to consider gection B, rela-
tive to the paoblems of tariff and treaty policy, and that sectina
A alpo to scm: extent involveo these guestions. However, as I
was not prepared to opeak on eection A at the time the disousolon
aroge, I trust you will pardon me if I now connect both propooitic..

I heve followed the discuscions’ of this Comoittee with great
intereot, particularly becsupe of "the frank ard rcalistic manner in
which the problemo are being faced. I liotened vary attentively ..
Friday to the speech made by the diotinguicvhed pentleman, Mr, Stuchi,
of Switzerland, but as I do not understand “rench I could only m.“-
out enough from some of his words, and from :he exprescions of thrs-
near him, that he wao attacking the American tariff bill of 1930 or
rather juotifying the gquota syotem of his country on account of the
high tariffs of other countries. )

I am not here to defend the tariff act of 1930; consequently
he can get no argument from me along those lines. But I em here tu
say that the tariff act of 1930 was unjust, rather a handicap to
commerce, and algo that the quotas are in the oame category. I
feel that neither io good and both ghould be corrected. In order to
glve the membere of thio Committee the background of our tariff
policies, I feel that it is necescary for me to explaein to you ocur
political pituation. We have two great political parties ia ths
United Statec of America, the Republican party and the Demdnvabin
party. The Republican party hae always been known as the high
protective tariff party and the Democratic party's policy Is for
lower tariffo., The tariff act of 1930 was bitterly opposed by the |
rark and file of the Democrats, but the Republicans were in power
at that tise and pasoed that bill. In the election last fall our
Democratic nominee, Mr. Roosevelt, was overwhelmingly elected,
carrying moot of the otates in the union. And while discontent
over the depression, to a great extent, waos the cauce % tnis over-
wnelming victory, yet ome other important contributing frotar was
concidered the hlgg protective tariff.

Ao further evidence of the policy of the present Administra-
tion, I wich to eall your mttentlon to one plank in our platform
during the Precidential election of 1932:

"A competitive tariff for revenue, with a fsct-
finding commission free from exscutive interfereace,
reciprocal tariff agreements with other nationn, and
an intermational economic conference designed to restore
international trade and faciiitate exchange."

Vot only wao Mr. Aoosevelt owept into the Presidential chair.
but an immense majority of Lis own political party wao eleoted to
the House and the Benatc. Jongress alone has the right to pass
tie tariff bille in our ccuntry, but that Congress cen pass a law
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Elving the Pres!dent the right for reciprocal tariff agreements
when it so decires., Of course, the President has the right to
enter into treaty relaticns with other nations subject to the
ratification by the Senate relative to tariff matt-re. It was

the purpose of the President to oubweit to Congrec. at this special
segsion & bill giving Lim the authnrlti to lowez tariffe in e~
ment with othe- nations by multilateral or bilateral agresments.

I have no doubt, 1f this bill had been pracented, that 1t would
have been passed, but on account of conditions exigting it was
found necessury to let Congress adjourn. Our Congress is entirely
behind opur Fregident and I feel sure that any acreements reached
of which he upproves will be ratified by Congress.

I trast that I have not bored you with thic rather detailed
statement ~! our political conditions, but ae before stated, I
folt that vou: ought to understand tpe true eituation. One might
infar from the grntleman's remarks from Bwitzerland that probably
the high turirf ori paceed by the United Stetes in 1930 wap come-—
what responuible for quotas end so forth placed by qther nations
olnoe that date. Walie I am not prepared tc admit this to be
true, yet I do corndemn both high tariffs and quotes becauge we
feel that it prevents the reasonable flow of commerce from one
nation to the other, which is necegsary for the economic, health
and financial stability of the world. Frior to 1930, while high
tariff exioted among come nutions, yet at that time it did not
Bécm to interfers seriously with the natural commerce of the world.
fome nations now ineist that their tariffs are low. But poma of
theoe same nations have placed new tariffs into operation within
the past two or thras yearc; and while you might want to con—
sider whether ot uct their teriffs are indeed low, I think you
will agree thai Ly being Erought into operation at this time of
depregslon they have been moot harmful to international Commerge.

It has taen charged thruu¥h the press that our country is
nationelisiiu, Tf trying to place our own house in order to
increace ‘it purchasing power of the dollar, to give the unemployed
employment. snl onoe more bring our country back to prosperity,

if that s wbat is meant, then we plead ilty to the charge. We
have & progrem by which we expect to pul%unur country out of this
depreosisn., We are doing it by controlling production, by an
immenee unllding program, by raiging the prices of comwodities, by
cutting down the hours of labor, and raising the wageo of labor,
tharsby inuresaing the purchasing power, and while this program

ie in its iufancy, during the laot 30 days we have put more than

a milllon men to work end increased commodity prices 16 pear cant.

We hope other nations can do the came thing, while this is
their problem, if we can aid or ageiot, 1t is our deoire to do so.
We fuel that whatever inoreacem the purchaging power of our
peu?la and makea them more Frooperoun is reflected throughout the
world.

We would like to see every nation on earth reach the same
ie=oults that we expect to remch. We can aid in this by redvoing
tariffs, cutting off trads barrierg and quotas, which =ill
uta?ilize the markets of the world and be on the road to prog
Ferity.

While the quection of teoporary stabilization of gurrency is
net within the juriadiction of this Committee, nor within the
Juripdiction of the Delsgatiion from America, yet pirmit me to
refar to it briefly. GOinoe mnoh har bean eaid eureoinlly through
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the pregs as to the necessity of tempar stebilization, before
anytoing materiil could be dome, personally I feel the only
ctabilisation we can have should Es by all the nations and that
any temporary sttbilizationm by some three or four countries would
be like the chatl before the wind. We have to remove the causes,

There was prasented to this Committee by cur Secretary of
Stete and Chairman of our Delegetion a resolution condemning high
tariffs, trade barriers, quotas and so forth, and advooating
multilateral and bylatersl agreemente along these lines. This
resoluticn vas approved by our President. It may be caid that it
is very brond and goneral in its scopa. That is true. It was
drawn for that purpose hoping that some specifioc romedy mignt be
worked cut within the scope of that resclution, ' are not here
arcking eny edvantar or desiring any.advantoys: ¢ ¥e Lra hore try-
1;§ to cooporate ard lond.o Lelping hand to colving thir serious
situation btefors uc.

Commarce 18 sick. It is paralyzed. Let us diagnose its
gymptomo and endecvor to prescoribe the remedy.

In conelunion, purmit me to say that I have tried to lay the
cards before you, and you can play the game in any way you desirs
et long ag it comes within the resolution provided. In other
wrrde, we are ready to give cerious coupideration te any concrete
or detailed project that might be worked out by this Committee that
is within the scope of tha authority given ue by the resclution
introduced by the Chairmen of our Delegation. We realize that
these conditlions can not be corrected at once, but we feel that
a program for the nations to that end should be agreed upon here,
and that each government ghould then take stepe to put the plan
inte operation wilthin ite territory ae soon am its governmental
processos allow.

We realize that theoe are serious questions and great problems,

otherwise wa would not be heras.




The terms of ruference conforred upon the Drafting Comsittec
of Bub~Commission I by the Bureau of the Confurcenos are worded as followni=

"In order not to lose the benefit of all the discussions which
have teken pleec up o now in this Sub-Comnission wo suggeat
that a Drafting Committos of this Sub-Comiasion should bo
appointed to cmbody in & report the different ideas and
different points of vicw which have mnifusted thumsslves during
the debates, This documsnt will form a valusble basie when
the discussion can be resumed".

In scoordence with these terms the Drafting Committes has prepered
the following report:-

I.

l. The Bub-Comsdttec set up to study the problem of Commeroial
Policy has, in the sourse of its discussions, considered two
fundamcntal questions:

{2) Abolition and reducticn of quantititive restrictions to
the exchange of goods cnd progressive restoretion of normel
exchange.

() Tarifr polisy and thy most-fevoured-naticn olauses

4. It should be stressed at the outsect that the hypothosis on which
the whole work of the Bub-Comminvion was besed wam the stabdlisation or
at any rete the do facto stabllity of currencice. When ovents showed
that this hypothoais could not be realised, at any rete at the moment,
severel countries, in view of the fluctustions in the exchanges, deemed
it necessary to reserve full liberty of eetion in the matter alther of
quantitative restrictions; or foreign exchange control or customs tariffs.

Other delegations were of opinion that it would be expedicht
to endeavour to draw up & positive and constructive programme, indicating
the measures which they were prepared to take in the sphere of commercial
policy when stability had been achieved.  This divergence of opinion
mades unanimous agreement impossible.

L.

QUANTITIVE EESTRICTIONS T0 THE EXCHANGE OF GDODS.

All the delegations are agreed that these restrictions,
whather direct or indireot, must disappesar'as soon as possiblos
Reservntions have, however, been made by some delegations in regard to
the maintenence of quotes for agricultural products until such time as
sufficient progress has boen made in the international co-ordineation
of production.

Certain delegntions have expressed the cpinicn thet the
meintenance or introduetion of certmin restricticns say be necessary as
a mcans of carrying out ooncertod programmes for the co-ordination of
profducticn end marketing.

Various propossls have been submdtted




'l The unconditionsl and complete sbolition within the shortest
possible time of all import prohibitions and quotes and of any other
arbitrery restrictions;

2.  The concurrent sbolition of import quotas and exchange control
Ty the sumultanecus conclusion of two gemeral conventions so framed
as to establish a progressive parallslism between their effects.

4 The conolusion of s Comvention based on the text of tho 1937
Comvention for the sbolition of Prohibdtions, so medified as to adapt
it to present circumstances (in particular s transitionsal system and
a mmpmm ayatem would be introduced).

. The conclusion of on imediate truce to restrictive measures
was alss advocated.

The Sub-Commission began the study of a draft agreement of
principle for the Return to Normel Conditiomsof Trade which was prepared
on the bosis of the discussions on this question. Consideration of this
draft did not, however, go beyond the Preasmblo, and the General Under-
teking, tho final text of which hss not yet been determined (Doe.

C.E, /Comité d¢ Rédmotion I and Addends 1, % and 3) since certain
delegationg ede, their undertaking contingent not only upon the fac
stobility of ourrencies, but also on the progreas made in the reatoration

of the menstary and finencial situation, and with regerd to

control, the organisation of the produstion of certain commcdities,
excessive tariffs and indirect protectionism in its warious forms.

III.
TARTFF POLICY AND THE MOST-PAVOURED-NATION CLAUSE,
A Tariff Policy,

The problem of tariff policy has been discuseed by the
Sub-Commlasion.

The need and urgency of reducing excessive ocustoma tariffs
were Wnanimously admitted. Views diffored however as to the bost masns
of effecting thin tariff disarmament.

It should be noted that some delegations held that before
tariff's are reduced, the present customs truce should be prolonged, but
made stricter; that is to say, it should not be subject to the
reservations which make it almost inoperative. Other delegations were
opposed to this suggestion, being of the opinion thet the truce fovours
countries which have hedged themselves round with o polioy of exelusive
nationalism,

With regard to the actual means by which the problem of
tariff demcbilisation should be attacked, three different points of
views hove been volced in the Sub-Commission.

(1) A collective or genernl convention could alone attain the
deaired result;

(2) Customs duties could only be lowsred by the conolusion of
bileteral treaties;

{3) Wo method should be excluded; that of a genarel gonvention
and that of bilateral treaties might be adopted concurrently.
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Among the countries which are in favour of a collsstive
or general convention, some conaider that tariffs should be
gradually reduced by uniform annual percsntages (principle
embodied in the Ouchy Convention).

Those delegations which recomend bilateral treaties,on
the other hand, argue that a horizontal reduction of customa
tariffs would not be equitable since it would pemalise ocountries
with moderate tariffs and would take no acoount of the spoocial
situation of each country. It would also disturb the balsnos
of the genaral system of customs tariffs.

B The Most-Favoursd-Nation Clauss.

Thia problem has also been studied by the Sub-Commission
especially fros the polnt of view of the excepticns that might be
allowed in order to make its application more elastis and batter
suited to pressnt conditions.

There wos a general opinien in favour of the maintenance
of the most-favoured-pation olause, in its unoonditional and un-
restiotéd. form, - naturally with the usually recognised sxoaptions,-
stressing the points that it represents the basis of all liberal
ocemursial polioy; and that any peneral and substantial reduction
of tariffa by the method of bilateral treaties is enly possible
if the slause is unrestrioted,; and that this method would mvodd
the constant resumption of negotiations.

Howewer, ~artain delegetions mandfestsd a strong tendsncy
(opinion) in favour of allowing mew exvéptions in addition to thoss
hitherto unanimously adsitted, on the ground that; although the
unoonditioriand unrestrioted most-fevoured-nation olause does under
norsal conditions secure for trade the indispensable minimm of
gurrantees and provents arbitrary and disoriminatory treatment,
if insisted upon with too great rigidity, it may cbatruot its omm
purposss in a pericd of erisis and diffioulty such es we are now

pessing through.
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As rugards the nature of theso exceptions, opinions differcd very
widaly, and the followlig recommendations werc made:

An sxception in favour of collective ~snventions for teriff re—
duotion, open to all countriee;

An ex-aption in fovour of sgricultursl products;

An exception in favour of agreements arising out of historis tiss
between certein countriss, mubject to & fevoursbloe opinion by the Counadl
of the League of Nationa;

An exoeption in fevour of agreements binding only those trias
which undertake to accopt 2 certain migime ond to maintain a ow
standard of living for their populatiom;

An exception in favour of the egresments comtemplated ot Stresa and
in fevour of regional and colleetive sgrocments concluded under the sus=-
pless of the Leugua of Nations:

An exception based on reoiprocicty and equitable treatment,

A request was nlao made to examine the possibility of spuoinl temp-
orary agrocments botwean ~seditor ond debtor Statea in order that the
latter might bo enabled to discharge their debt services in goods,

The Sub-Ocemission hos not had time to ascertain the views of the
dirferent delegations in regard to the olove proposed sxceptions,

Specific proposals on tariff policy have been submitted by the Cuban
delegation ghmu of & convention with a view to preventing terif? wars,
Conf.M.E./8) and by the Roumanian delegation (Conf.M,E./0.E./57).

Purther, & draft Economic Charter submitted personally and in his own name
by M, Clairer, o member of tho Poraian delsgation, hus been distribtuted
to the Confersnoe ot the request of the Pers ‘an delegation (Conf.M.E.13).

- - L

IV. Soviet Propoanle,

The Soviet delegntion hos submitted two proposals, the first for a
Paot of Eoonomic Non-Aggression (Document Conf.M.E/C.E./15) and the second
regarding the question of exterding the import poasibilities of various
omntriss and of the conlition® on which sush extension would be possiblas
{Document Conf'.M.E.16). i

The Economic Commlssion took note of those propoaanls and dseidsd to
place them on its wgends whon the tims came for the resumption of the
discusaions of Sub-Commizsion I, oo as to be able, if necessary, to teke o
declslon on the mbject,

- - -
Vs Other Propoaals

Finally, it should be noted that the Ore-hoslovak delegatiom has
proposed thet thue guwstin, of en internaticnal Customs agresment on wool
ahould be wxemined and that the delogation of Irag has raised the question
of the Customs treatment of doten (Conf.K.E./.E./72).

These two points have not yet beun submitted to the Sub-Coemission's
oonaiderations
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MR, WALLACE'S REFORT (OUTLINE)

June 12 - 153 Beven Plenary Sesslone of the Oon—
ferenoe.
June 16 (Friday): Meeting of Economic Oommission.
President: Colijn (Holland)
Vice Presidents: Krogmenn (Germeny)
Le Breton (Argentina)
Rapporteur: (Appointed later) Runciman

o

{Great Britain)

Fi i

Membership of the Commission: BSee pages
43, 50, 61 and 81 of the Journsal,

The President and the Secretariat proposed

the following agenda:

*l, QOommercial Poligy.

"(a) Normelisetion of trade;
provision of foreign exchange for
importe: gradusl removal of prohibi-
tions, quotas, eto.

"(p) Probleme of tariff end
treaty polley, including the most-
favored-nation clsuse and possible

exgeptions,

2, & Tel th B
duties end vrohibitions e

nta o & - =

#nVeterinary and phyto—pathologicael
eations, direct and indirect subsi-
ies, (in particulsr shipoing subsidies),

and marks of origin etoc., came under
this head. =

L 1 rd n of duction

"The questions of wheat and other
foodstuffe, of raw materisls and of
ipdustrisl certele came under this
head, =

*4. Public Worke.

"This guestion would no doubt
be discussed in both Commiseions,.”




June 213

June 22%

(June 233

June 27
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After the sixth meeting, deveted largely to
genersl discuseion, Bub-Committee I on commercial
policy met under the Presidency of Erogmann, The
following countries were represented:

Union of South Afriea, Germany, Belgium,
United EKingdom, Cube, United States, Frence,
Bungery, Italy, Japan, Norway Polend,
gwitzeriang, Qrechoslovekia, U,S.8,R, and
Uruguey, (Page 64 of Journal,)

The Economic Committee of the League of
Nations was represented by Schfiller (Switzerlend)
and Di Nole (Itely).

Grest Britain submitted proposale concerning
import quotes and the belence of trade, {Fage

Bl of the Journal,)

Secretary HULL proposed four principles,
(Page 86 of Journal,)

(June 22: Firet meeting of Sub-Commission II
on co-ordination of production and marketing.

Membership on peges 77 and 85 of Journsl,)

Sub-Commiseion IIIA on subsidies and merchant
ghipping, end Sub-Commiselon IIIE on indizect
protectioniem began thelr meetings. Membership
of TITA and IIIBE on Page 85.)

Fifth meeting of Sub-Commieeion I begins dis-
cussion of tariffs., Statement by MOREYNCLDS,
Journal, Page 110.

Drafting Committee on trade restrictlons
meets privately with the following ten countries
represented:

United Kingdom, Worway, Switzerland, United

Stetes, France, Polend, Belgium, Itely, Hungary,
and Germany.
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The following list givee the dates of the diecussions
by Bub-Oommission I, the names or countries of the chief
speakers and the references to the Jourmal:

Dis n of her T 8t '

June 21: Poland, Soviet, United Xingdom, Pages 81 snd B2,
Norway, Holland,

June 22: Oomnnolly, HULL, Berre, Oimncerelli, Pages 85 and 86,
Tevfik Bey, Runoiman, Bochfiller.

June 23%: D1 Nola, Andvord, Van Langenhove, Pages 93 and 94.
and Btucki,

June 26: Posee, De Nickl, Hueyo (Argentina),
Bokolowski, snd Clancarelli,

June 27: MCOHEYNOLDS Pages 110 and 111,

Dis 8 T If gt-Favored-
(-[-

June 28: Van Langenhove, Nederbragt (Holland),Page 119 and 121,
Andvord, Matsudairas,

June 2%: Pilje (Urugusy), Semi Bey Pege 124 and 126.
(Turkey), Berre, Oisnoarelli,

June 30: Sokolowskl, Posse, and Serre, Page 132 and 134,

July 3: Ferrara, Peroutka %Gzeahnnlovakin]l, Page 138 and 139,
Ahmed Fasha (Egypt), Andvord,

July 4: Medgearu (Rumenia), Page 144 - 145.
Havenga [ﬂuuth Africe),
Clavier (Persias)

Bueyo (Argentina),
Tach off (Bulgaria),
Rehebo Purtu.gal?‘.l
June 28: The Secretary General reviewed the organiza-
tion and present position of the discussions of

the Oonference, Oommercial policy summarized

on Page 129,
July ¥ Roosevelt'es message,
July 6: At the eleventh meeting of Bub-Commiseion I

the French Delegate (M, Bonnefon-Oreponne) pro-
posed adjournment and was seconded by the Itelian,
German, Belgian, Rumanian, Hungarian, Norwegian
and Polish yepresentatives, (Page 152,)
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The Burean of the Conferenoe passed the
following resolution!

"Whereas the Puresmu is fimmly determined
%o proosed with the work of the Oonferemoe to
the utmost possible extent and as rapidly as
possible;

"And whereas, on sooount of circumstances
whioh have rlnlnii;r arisen, the oountries om the

14 standard find themselves obliged to deolare

t for the time being it is impossible for them
to take part in any discussion of monetary ques—
tione:

*The Burean agrees unanimously to:

"(a) Request each Sub-Committes to meet
ae soon as poseible to draw up a list of the
questions which can, in these olroumstances,
be usefully studied by 1it,

*(b) Meet ms soon ae the reports of the
Bub=Oommittees have besn recsived in order to
make recommendations as to the arrangements

which should be made for the further btusiness
of the Oonference. " (Page 154.)

Joint mesting of the Bub-Oommissions of
the Loonomio Comsiission. The Bub-Commissions
on co=oprdination of production and marketing
and on indireot proteotionism deoided unsni-
mously to contimue works (Page 158,)

Bub-Commiesion I on commeroial policy met
but instead of drawing up a list of the questions
whioh might be usefully studied by it even in
existing olrcumstances, it discussed tha futility
or the utility of contimuing its labors asm &
whols, The presiding officer was imstructed
to prepare a report summarizing the discuseion
for submigsion to the President of the Economio
Commission. (Page 159.)

Eight Delegates belonging to the Bub-

Oommittee and aleo the Yugoelav Delegation
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favored suspending the work, Ten Delegations,
inoluding the Dominione and the Argentine
Republic amd (not a member of the Commission)
favored oontinuance of the works (Page 168.)
Against continuance: France, Italy i..hmn

Ili.t!irllndl. 1‘1“.

Poland,

ﬂuahuuln'r ia, 'rngolll.ﬂl.
For contimuance: United K Norway,

Argentina, United Btl.tul,
Japan, Hn.ul.l., Cuba, and
the Dominions.

(Delegations ?at named in
the Journal,
Bub-Commiseion I appointed a drafting oom-
mittee to draw up a report summarizing the ideas
expressed during the debates.
Oountiries named to the drafting committee:
lulgim France and Italy;
Japan m{ and the United States;
ae well a e Rapporteur, Runuim,
?nd. ﬂ;?gnlidunt, Krogmann,
l

Meetings on publioc works and on the Soviet

proposal of economic non-aggression.
(Pages 180 - 183,)



Eno. No.l

L ) | F&F, Frqﬂ.fﬂu‘:j
da-04

EMORANDUM O

LM i IEE WOHE G
OF THE MONETARY AND FINANI

On June 16 & Committes was appointed by the Mometary
and Finenoial Commission to suggest the Sub—Commissions
to which the work of the Commimeion might be allotted.

It decided to recommend to the Plenary Commission the
oreation of two Bub-Commlsslone, one %o consider ilmmediaste
meapsures of financial reconstruoction, and the other to
goneider permanent measures for the re-establishment of
an internaticnal monetary etandard. The first Sub-
Commigelon would coneider the following queetions:
oredit policy, price levels, limitation of ocurrency
fluotuatione, exchange controlse, problems of indebtedness
and resumption of international lending. The second Bub-
Commiseion would coneider the funetions of central banks,
the ocordination of their policies, monetary reserves and
gllver.

At the Becond Mesting of the Monetary and Finanoial
Commimeion, presided over by Mr. Cox, on Junme 19, the
above proposals wers adopted. It was further agreed that
the President of the Bank for International Bettlements
and the representatives of the Financial Committee of the
League of Naticne might consider themselves members of
the Commiseion or ite Bub-Commigeions. At this same
meeting the Fumsnian Delegate subtmitted, with reference
to dooument Conf., M.E./0.M.F. 1, dated June 17, proposals
in behalf of the Delegations of Bulgaria, Latvia, Foland,
Fumanis, Czechoslovakia and Yugoslavia with respect to
the work of the two Mometery Bub-Commissiona.

The
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The present memorandum will summarise the work of
the First Bub-Commission of the Monetary and Finanoial
Oommission, whose duties were to study immadiate
meABUTeS,.

The Firast Meeting of the Bub-Commission was held cm
June 19, presided over by M. Jung of Italy. The President
proposed that the declaration of the above-mentioned
Eastern European countries should be dealt with as the
subjects with which it was conoerned might arise. This
dooument is attached as Conf, M.E./C.M.F.4. The same
disposition was made of doocument Conf. M.E./7, dated
June 14, of the Hungarian Delegaticon. The part of the
document submitted by the Bwiss Delsgation which related
to the questiocn of a common monstary etandard was Tre-—
farred to the Becond Bub—Oommission with the request
that it should disouss the matter as the first point om
its agenda,

The President invited the Bub-Commiseion to pass to
the question of credit polioy. No delegates desired to
speak on the subject.

The Sub-Commipsion discussed questions of procedure
in connsotion with the consideration of price levals.
Profeseor Oaseell of Bweden suggested that a gensral reso—
luticn would faocilitate the disoussion. Mr. Chambarlain,
United Eingdom, gave notice of a resolution which he pre-
posed to submit for discussion on the following day. Omn
the proposal of M, Jaspar, Balgium, it was agreed to take
the draft annotated agenda point by polint as the baeis .
of disoussion, having regard fo ¥r. Ohaxberlain's resolu-
tion as falling within ite limite.

The
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The Second Meeting of the First Bub-Commission was
held on Juns 20, Document Oenf. M.E,/0.U.F.H, constituting
the draft resclution submitted by the United Kingdom Dele—
gation, was taken as the basis for the dipoussion of oredit
poliocy and price levels, along with the draft annotated
agenda, A oopy of the British document is atiached. It
pointed out the necessity of bringing about a recovery in

- the world lavel of wholesale ocommodity prices sufficlent

to yield an economic return to the producer of primary
commodities and to restores equilibrium between cost of
production and prices generally. Ite second point was
that monetary action is one of the essential facters im
obtaining & recovery in world prices. The fundamental
monetary oconditiocnse of the recovery of prices are that
deflation ceasa, that cheap and plemtiful oredit ghould
be made available and that its ciroulation should be
aotively enocuraged. Under its third point the rasolu~
tion recommended that the ocentral banks of the principal
countries should undertake to ocooperate with a view to
ssouring these conditione and should anncunce thelr
intention of pursuing vigorously the policy of cheap and
plentiful money by open market operations.

8ir Henry Strakosch, India, sald that the Indien
Delegation associated itself with the United Kingdom
resolution. The only two ways of dealing with the corisls
ware (&) & reduction of costs or (b) an increase of prices.

¥Mr, Havenga, South Afrios, agreed in general with
the United Eingdom resclution, Mr. Bruce of Australia
waloomed generally the British draft resolution. In his
view the prinoipel measures required towards cooperaticn

in a polioy of raising prices were: 1. abundant oredit
and
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and cheap monsy; 2. a wider extension of cpen market
operations; 3. an aotive use of lnorsassd oredit,
whether by the publiec or by governments; 4. currancy
stability; 5. abolition of exchange restrictions;

6. tha removal of prohibitions and trades barriers, and
7. the resumption of internaticnal lending.

The Third Meeting of the First Sub-Commission was
held on the afterncon of June 20 and continusd the die-
cussion of oredit policy and price lavels, with particular
refsrence %o the British resclution. Mr. Patterson of
Cuba agreed that the suggestion for cooperation by the
gentral banks of the prinoipal countries was of wvital
importance, and insisted that another important item was
the etabilization of currency with a fixed provislonal
rate of exchange, pending the restoration of the gold
standard., Dr. Ulrich of Fortugal stated that the
peychological factor was the most important element in
the present situation, and that currency stabilization
would have a daoisive effect in restoring confidenoce.
The major international ocurrencies suast, howsver, be
gtabilized first and Portugal would only be abls to

.return to the gold standard when sterling had done Bo.
Dr. Trip, Netherlands, thought that the essential faotor
for world recovery was the restoration of confidenca,
without which lomg term investments would remain im—
poseible. With regard to the raleing of price lavels,
he thought that monetary policy oould not do the work
alone, and thet no lasting and sound recovery could be
expected without the fulfilment of certain fundamental
conditione in, more sspecially, the economic field, and

in the matter of currency stabllization.
Tha
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The Fourth Meeting of the First Bub-Oocmmission was
held in the foremoon of June 21 and oontimued to discuss
the British resolution. M, Teushima of Japan pointed
out that the Japansse Government and the Bank of Japan
had pursusd a liberal credit policy on the lines recommended
in the resolution., M. Bachmann, Bwitzerland, thought that
the British resolution gave undue emphasis to the im—
portance of monetary and oredit policy in raieing pricee.
He sald that this position was not in' agreement with the
opinion of the majority of the Gold Delegation or of the
Preparatory Committee; as recorded in the draft annotated
agenda, The prime necessity was to restors confidence,
and the firet step to thie end was to return to the gold
standard, particularly in Great Sritain and the United
Btates, Budgets must be balanosd, trade restarted,
international debts, both inter-Govermmental and private,
gettled on lines permitiing of transfers and paymenta.

The sxpansion of coredite should be a conssquence of
reoovery, not a csuss, M. Bensduoe, Italy, did not
belisve that monstary polioy was of prime importance in
restoring the balanos between cost and prices. He
gupported Dr. Bachmann'se views and ineisted that it was
espential that a demand for oredit should arise naturally.
To put one's falth in immediate msasures fPr augmenting the
volume of money and oredit might lead to a speculative
boom followed by an even worse slump. M. Bomnnet, France,
etated that Franoe wae prepared to asecolate herself with
any policy for & durable increase of prices. He sxplained
the differsnt poesitione of various countries, listing eep—
arately those:

1.
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l. on a pre—=war parity;

2. which had returned to gold after devaluation;

3+ off gold.

He argued that no durable recovery of consumption and trade
was poesible without reoreating the mense of security =
political, sconomic and monetary. His main point was that
without stable curremcy there could be no lasting comfi-
dence. Wnile the hoarding of oapital contimued, there
could be no solutiom.

On the afterdoon of June 21 the First Commission
held ite Fifth Mesting, ocontinuing the disocussion of the
British dooument. M. Baranegki of Poland said that hie
Delegation was not in favor of artificial methods for
raieing price levels. Monetary motion would only have a
successful influsnce on prices if currenoles wers effectively
stabilized. Inflation would lead to hoarding, and the
resultant instability would be detrimental to long term
credits, whereas the re-establishment of confidence in
the monstary sphere would lead to automatically cheap and
plentiful oredit. It was hie firm belief that the only
effactive means of raising prices was to be found in
universal ourrency stabllization. M. Jahm of Norway
stressed the neoceseity for close coocparation between the
central banke. He conpidered as dangerous proposalas for
the control and restriction of production. M. Stoyanoff
of Bulgaria conourred with the United Eingdom resscluticn.
He stated that the essential basis for the normal
development of oredit and international trade was &
stabllized currency syetem. A rise in prices, sspeoially
in tha prieee of agricultural commodities, ashould be

sought
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sought along the lines of confidence and the renunciation
of artificlal proteotion. Barcn Palmstierma of Bweden

said that his oountry wholeheartedly associated herself
with any aotion for raising the general prioe level.

Bwaden was undertaking a big program of publio worke. The
Bwadiegh Jovermment had mo intention of using currenay
depreciation as a means of getiing forelgn trade advantages.
A memorandum on the monstary poliocy of Swedsn was submitted
as document Oonf.M.E./0.M.T.11,

Dr. Vocka, Qermany, thought that it was imposaible to
golve the existing problems of the different countries by
a general uniform rule. Nevertheless, & general rise in
prioess throughout the world would be warmly weloomed by
Germany. He bhad doubta someerning the advieabllity of
fundamentally altering & country's monetary eystem with
& view to artifiocially ralsing the price lavel. Imn his
opinion ths real center of the price problem lay in the
soonomio m?.'l?tin the monmetary field. OGiven an increase
in the world's purchasing power by the provieion of wozk
for the unemployed, the price problem would right iteelf
naturally. 4n artifiolal inoresse in purchasing powsr
would only inorease indsbtedness., M. Charitakis, Greece,
urged the organigation of production to achieve o balancas
batween production and conpumption. Greece was unable to
sell ocertain of her products and was compelled to sall
thoea she did export at umremunerative prices. M. Malbran,
Argentina, welocomed the British draft. A rise in the
prices of har agricultural products was all-important to
Argentina. He pointed out that the inoremse in demand
woich would logloally follow an expaneion of oredit must

not
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not be allowed to be restriocted by the maintenance of
existing oustoms barriers. M. Madgearu, Rumania,
recommended that currenoy stebilisation in the big
financial centers must be achieved as soon as posslble.
For this purpose the firet conditions were & Te—
valorisation of priceas, more especially of agricultural
producte, improved marketing facilities and a favorable
debt settlement. M. Diouritech, Yugoslavia, failed to

sse how the objecte of the British draft could be

achisved by monstary motion alone. Inflation would be
sspeoially dangerous. The Oonference should etrive for

a more parmansant recovery in the economio position and the
main faotor of reacovery was the removal of trade restric—
tions. The revival of confidence in the economic field
and finaneial field depended chiefly on currency stabiliza-
tion.

The Bub—-Oommission deoided to continue ites genesral
disoussion on the other lteme of the agenda before
attempting to draw up a general resolution on the basis
of the British draft. The firset items to be discussed
would be intermational indebtedness and public worke and
their effect on the level of prioces.

The Birth Meeting of the Firet Bub-Oommission was
held on the aftermoon of Juns 22, and the subjeoct die-
cuased was indebtednesss M. de Imrady, Hungary, obasrved
t‘.tui there was no doubt a connection betwesn a débtor's
capacity to pay and the level of prices, but only whare
the debtor was in & poeltion to sell the surplus of his
production. He believed that the debt problem would ocon=
tinus to exiet, even if it were possible to return to the
price level of 1929, The Hungarian Delegation submitted
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a resolution on the problem of indebtednsss under

l:u. Ko.T ¥o. Conf.M.E,/C.M,F,13, M, Madgearu of Rumania desoribed
the ciroumstances which made it difficult for Rumania
to maintain service on her foreign debt. He thought the
Preparatory Oommittee should have pronounced clearly in
favor of the prinoiple that debte miet be adjusted to the
capacity to pay and to effect transfers, and that debt
policy should teke account of the fall in prices of the
prinoipal exporte of the debtore. Tevfik Fuetu Bey, Turkey,
agreed with the proposal of the Oresk Dalegaticn that
epacial arrangements should be mades betwsen debtors and
oreditors to enable the debtors to pay their sxternal
debts in kind, It was also important for agrioultural
countries to be able to market their producte at a price
yielding an economic return sufficlent to meet external
debte. M. Andrade, Ecuador, thought that it was in-
advigable to attempt to remedy the economic crisis by
currency depreciation, He propoeed that a special sub—
committes should be appointed to deal with the recommends—
tione of the draft annotated agenda to the effeot that a
fund be oreated to aseist in the finanolal reconstruction
of the world. He approved the suggestion of the Prepara—
tory Commigeion that the management of the fund should be
entrusted to the Bank for International Settlementa.
M. Charitakie of Greece referred to the proposal of hie

Enc. Fo.8 Delegation (Oonf,.M.E./C.E./13), and argued that special
gommeroial agreements should be made between the great
oreditor naticne and the small debtor nations in order
to faoilitate the sxzport of certain producte at an appro-

Enc. ¥No.9 priate price from the debtor countries. Bes document

Conf.
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| Oonf.M.E./C.M.F.6 in regard to the ourrency situation of
Greesce.

The Beventh Meeting of the First Bub—Oommiseion on
Immediate Msasures was held on the afterncon of Jumne 23,
with Professor Beneduce of Italy as Aoting President.

The discussicn of indebtedness was contimued. M. Bouocas
of Brazil stated that the big creditor countries must
take the initiative in adjusting the debt situation and
in reviving the market for products such as coffes and
eotton. Btables ourrenmcias and the release of frozen
oredits and freer trade were the first conditiona for
reoovery. M. Stoyanoff, Bulgaria, described the situs—
tion in Bulgaria, and conoluded that a definitive settle—
ment was essential, and that debte muset be adjusted to
eapaclty to pay. The Bulgarian Delegation proposed that
all existing issues should be replaced by & single new
issue representing the new reduced oapital and the naw
decreased rate of interest, without resort bteing had to

Enc. No.1l0 a new loan. Document Conf.M.E./18 describes the Bulgarian
sltuation.

The Eighth Meeting of Sub-Commiseion I was held on
the afterncon of June 26,with M, Bonnet acting as President.
In contimuing the discussion of indebtedness, M. Madgearu,
Fumania, submitted a draft resclution,; which is attached

Enc. Mo. 11  as dooument Conf,M.E./C.M.F./15,

Mr, Neville Chamberlain, United Eingdom, expreseed
his sympathy for the positions of the debtor countriee
and mads certain cbeervations from the viewpoint of &
orsditor ocountry. He thought that the experiences of
the last ten years in regard to international lending
had shown that certain additional safeguards would be

required
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required in the future, among them the provision of
further information regarding the volume of borrowing

on both short and long term. It was further a matter
for consideration whether the lssue of loans should not
be subject to & greater measure of ocontrol by the
authorities of either the borrowing or the lending
gountry. Bome definite measures of this kind would be
necessary to re-assure investors; whose confidenoe had
besn meversly shaken, as to the security of their
prinoipal and interest, It did not seem to him that the
neceaslty of the times was such as to call for a permanent
reorganization of either short or long term debte. A
general rise in world prices, for inetance, might very
l;.ﬁrinllr affect the situation to the advantage of the
debtors. On the other hand, it must be recognized that
there were cases where temporary adjustiments might be
negsapary to assiet debtore to fulfil their external
engagements a8 far as possible in exieting olroumstances.
The British position was set forth in the attached draft
resolution on probleme of indebtedness.

Bir Henry Btrakosch, India, sald that the problem of
indebtedness resulting from the world crieis lay at the
root of the guestion of recovery with which the CJonfersnce
had met to deal. The statements made before the Commis-
plon etrikingly brought out the relations between thie
problem and the other subjects before the Commission,
with particular reference to three points, namely:

(1) the orushing inoremse in the burden of debte, par-

t!.nulpl.‘.ely for countries prinoipally engaged in the pro—

duction of primary commoditiss, (2) the effort to

snoourage the eaxport and to restrict the import of goods
in
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in order to find the means of payment, and (3) the failure
notwithetanding to proours suffiocient foreign assets
wherewith to pay.

Mr. Oouzens, U. 8, A., referred to the resolution "
proposed by the Ameriocan Delegatiom on June 22 on pﬂuf
levels and oredit policy, a ocopy of which is attached
as Conf.M.E./0.M.F,/14. He amplified his Government's
attitude, and pointed out that he did not believe that
prices could be raised by monetary means alone. Raising
the price lavel was only one part of the problem of
restoring economic equilibrium., An adjustment of the
debt structure was equally necessary. FPrioes must be
raiesed; but, at the same time, the burden of debt must
be lightensd. He pointed out that the United Btates was
adopting measures to inoremse purchasing power, The
fundamental objeotive of the United States Government was
to bring about an inecrease in production and in consump—
tion. The full text of Senator Cousens' spesch of
Juns 26 is attached asm enclosure Npo. 14.

The Ninth Mesting of the First Bub—Commissiocn was
held on the morning of Jume 27, with M, Bonnet, and
later, M. Bsneduce, presiding. The President reported
that the Bureau had proposed the appointment of a emall
gub—-gommittes to make conorate proposals with regard to
the agenda in the 1light of the diecussions which had
already taken place, and to be composed of representatives
of the following countries: Germany, Argentina,
Australia, Belgium, Brasil, United Eingdom, Canads,
China, United States, France, Greece, Hungary, India,
Italy, Japan, Norway, Netherlands, Poland, Rumanis,
Bwaden, Bwitgerland, Ozechoslovakia, together with

repressntatives
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representatives of the Financial Oommittee of the League
of Nations and the Bank for International Bettlement,.

The disoussion of indebtednsss was then ocontinued,
M. Beneduce stating that the Italian Delegation was in
general agreement with the United Eingdom Delegation in
the matter of the proposed proocedure for negotiations
between debtor and creditor countries with a view to a
debt settlement. He stated with regard to the immediate
problem of indebtedness that the esettlement of the foreign
debt of the debfor countries should be such as to foster
the effortes made or to be made by those countries to
establish equilibrium in their several balances of pay-
mentes. Equilibrium of the balances of payments was a
condition precedent to the stabilization of currencias
and to the restoration of economic activities.

M, Bonnet of France pointed out that even when the
orisie was becoming acute the French market had remained
open to important foreign issues. He appreciated the
courageous efforts of many debtors to fulfil their
obligations. Economic recovery would depend upon a
concurrent recovery of oredit. There was no solution of
the problem of indebtedness at the expense of credit.

It was imperative to pﬁt an end to etandetill agreements
which lumped all olaims together, good or bad. He recom-
mended that reocourse should be had to the Financial
Committee of the League of Natione to determine the
position of debtor countries. He maintained that monetary
stability wae at the root of all the problems which had
been ralsed; and that the Conference ocould yield no
definite results, unless it reached a conclusion on this

subject.
M, Sarasin
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Mr, Sarasin, Switzerland, sald it was olsar that the
best method of dealing with the problam of indebtednsss
was by direot negotiation between ocreditors and debtors.
He questionsd the wisdom of sstting up any new organiss—
tion for thie purpose, and suggested the Bank of Inter-
oational Bettlement as the best body for dealing with the
matter.

On the afternoon of .'.ll'u,nl 27 theres was the Firaet
Meeting of the principal Bub-Committes set up by the
Firet Bub-Commission. After some discussion, the Bub-
Oommittes decided to take up the two subjects of oredit
policy and indsbtednese, The following Drafting Committae
was appointed to submit a text on oredit polioyt the
reprosentatives of Braszil, United Eingdom, United States,
France, Italy, India and the Netherlands. The represen—
tatives of the sams Btates, together with Germany and
Pumania, wers appointed as a Drafting Committes on in—
debtsdness. It was understood that the representatives
of the Financial Committes of the League of Nations and
of the Bank for International Settlements would be members
of both Drafting Committees,.

The Drafting Committes appointed on June 27 discussed
on Juns 28 the question of the limitation of currency
flugtuations on the basis of & note submitted by the
United Kingdom Delegation.

The Messting of the Buremu of the Oonfarence held on

July 6 unanimously adopted the following resclution
prasented by President MacDonald, after consultation with
a numbar of his colleagueas:

"Wherens



- 15 =

"Whereas the Bureau is firmly determined to
prooasd with the work of the Oonference to the
utmost possible extent and as rapidly as possibls;

"ind whersas, on account of olrcumstances
which have recently arisen, the countries on the

14 standard find themsalves obliged to deolare

hat for the time being it is impossible for them

to taks part in any discuseion of monetary questions;

"The Bureau agress unanimously tot

"(a) Heguest each Bub-Committes to meet as
soon as possible to draw up & liet of the questions
which can, in these cirocumetances, be usafully
etudied by it.

"(b) Meet as soon as the reports of the Bub-
Committees have been received in order to make
recommendations as to the arrangements which should
be made for the further businese of the Conference."

It was agreed that the Bureau would meet again on Monday,
July 10, to receive the reports requested from the Bub-
Committeen.

On the morning of Jyly 7 there wae hald the Tenth
Meating of the First Bub-Commissicn on Immediate Measures.
President Jung read the resolution adopted by the Buresu
on July 6, He reminded the Bub-Oommission that the
eubjeots 1t was called upon to consider were listed in
dooument Oonf,M.E,/0.M.F./1. He raised the guestion as
to which of theses might, in present oilroumstances, be
usefully studied. My Chamberlain thought that the wvarious
iteme of the agenda were intimately interconnected and
aould ecarcely be discussed without refersnce to each
other. M, Madgearu of Rumania thought that if all the
subjects were kept on the agenda the same divergence of
opinion, which had recently been manifested, would again
arise. He would, for the time being, only retain the
quastion of indebtedneese on the agenda. M. Bouoas of
Brazil suggested the appointment of two main Bub-
Committees composed of representatives of each of the

s
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two opposing groupst the countries that belisved a return
to the gold etandard was an essential preliminary should
form one oommittes, and the countries that believed progress
was possible without immediately stabilizing currencies
should form another, The Bub-Committess should meet ocon—
currently and coordinate their work whers concertesd mction
was required. M. Bonnet eaid that he was surprised that
some delesgations were now reopening a disocussion which had
_‘hiun olosed in the Bureau and were going back on the
deoleions arrived at in that body. He differed f!ﬂ;

Mr, Chamberlain and agreed with the Rumanian represantative
that only indebtedness should be left on the agenda for
immediate disoussion,

The Eleventh Mesting of Bub-Commission I took place
on the aftermoon of July 7. Senator Couzens raferred to
the resclution submitted by the United States Delesgation
on Juns 22 and smphasiged the importance of finding m
solution for the problem of unemployment., He saw no
roason why efforte toward the achievement of the essential
aime befora the Conference should not be continued.

Eno. No.,l4a Benator Couzens' spesch is attached as enolosure Ko, 14a,
A long discussion followed which was participated in by
numerous delegates. The President finally submitted to

& vote Mr, Chamberlain's proposal that all the items on
the agenda of the Bub-Commission, nmamely, credit policy,
price levels, limitatiom of currency fluotuations,
axchangs oontrols, problems of indebtedness and resumption
of lending, should be included in the list to be submitted
to the Bureau, A divieion was taken by roll-ocall, and

the proposal was carried by 25 votes to 15, with one
abetention. The following delegations voted for the

proposal:
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proposal: Union of Bouth Afrioca, Argentine Republio,
Australis, Brasil, United Kyngdom, Oanada, Ohile, Ohina,
Oolombia, Denmark, Dominioan Hapublio, Eouador, Estonia,
United States of America, Finland, Haiti, India, Irish
Free Btate, Japan, Norway, New Zealand, Persia, Fortugal,
8iam and Bweden. The following delegations voted against
the proposal: OGermany, Austria, Belgium, Bulgaria, Bpain,
Franoe, Italy, Lithuanis, Netherlands, Foland, Rumanim,
Bwitzerland, Oszechoslovekia, Turkey and Tugoslarim. The
Boviest Delegation abstained from voting. The following
delegations were marked as abeent: Afghanistan, Albania,
Saudil Arabia, Bolivia, Ouba,; Free Clity of Danslp, Egvpt,
Abyeeinia, Gresce, Guatemals, Hungary, Iraq, Ioceland,
Latvia, Liberim, Luzemburg, Mexico, Nicaragua, Paraguay,
Pearu; SBalvador, Uruguay and Venszuela.

The Third Meeting of the Monetary and Finanoial
Commiesion was held on the afterncon of July 1 under
the Presidency of Governor Oox. M. Jung reported the
results of the vote taken in the First Sub-Commission as
to contimuing the discussion of all the points on the
agenda which had originally been asslgned to the Bub-
Oom=ission. The President observed that the result of
the voting in the First Bub-Commiseion had brought out
the sericus character of the differences dividing the
various delegations. He did not think it possible to
continus the work of the Conference until these differsnoes
had given plaoce to an agreement. The Bureau had expressed
& deeire that a Drafting Oommittee should be met up to
endeavor to bring about an agreement. On the proposal
of M, Bonnet, Haporter, it was deolided to set up a

drafting



¥

- 1 =

Drafting Committes with the following membership:

M. Oolijn (Netherlands), M. Jung (Italy), M, Kienbook
(Austria), M, Bonnet (France), Mr, Neville Chambarlain
(United Kingdom), M. Bohacht (Germany, M. Wigforas
(Sweden) , Mr. Bennett (Canada), M. Le Breton (Argentina),
the Committee to be presided over by Mr. Oox (United
Btaten) .

The Eighth Mesting of the Bureau of the Oonfaremoce,
held om July 11, considered the following report sub-—
mitted by the Drafting Committee of the Monetary and
Finanoial Commission:?

"The Drafting Committee appointed by tha
Monetary and Finanoial Commission on July 1€
met today to coneider the report of the rat
and Becond Bub-Commigsions with reference to
the request of the Bureau that each Bub-

Commieslon should draw up a liet of the questions

whioh oan in existing ciroumstances be usefully

etudied by 1t.

"It recommends that

"(1) The Monstary and Finanoial Sub—
Commission I should prooeed in the firet
instancs to the discussion of the subject of
indabtedneas;

"{2) The Monetary and Finanocisl Bub-
Commiseion II should take up the resolutions,
already adopted by its Sub-Committees, on central
bank gogperation and on the creation of
central b & in certaln oountries wherea they
do not exiet, and should puresus through ite Sub-
Oommittees the examination of the question of
gilver and any other subject on i%te agenda
which may by general agreement be considered
suitabls for discussion.”

The report was adopted.

The Drafting Committes on the problems of indebtedness,
set up on June 27, decided om July 12 that the repressnte-
tives of other Btates interested in the subjeot might attend
the mestings of the Drafting Committee, but should put
forward their views through the intermediary of membars of

the Drafting Committee. The Committes then procesdad to

discunse
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disgues in the firet instance the question of how to
setablish a sultables machinery for negotiations between
oreditors and debtors im different countries on the
basis of draft resolutions submitted by the Hungarian
(Enclosure No. 7), Rumanian (Enclosure No. 11) and
United Eingdom (Enclosurs No. 12) delegations.

The Drafting Committes on the problems of indebted-
nese mat on July 13, under the Chalrmanship of M. Asquini
of Italy, and continusd ite disoussion of the question
how to establish suitable machinery for negotiations be-
tweaen oreditors and debtors in different countries.

The same Drafting Committee met on the morming of
July 14 and contimued ite discussions, inoluding certain
general aspeots of the problem of indebtedness., As thare
was & eharp oconflict of opinione manifasted at this
meeting, partioularly between the Rumanian and German
delegatea, . on the one eids, representing debtor countries,
and the British and Italians, on the other sids, repre—
santing oreditor countries, with the American reprosanta-
tive, Benator Oouzens, taking the positicn that the whols
disgussion should be ended, it was decided that the mesting
should be sdjourned until aftsrnoon., At the afternoon
meating the Committes transacted no businese other than
that of inviting the United Kingdom, French, Italian and
Fumanian representatives to prepare a draft resclution on
the general aspects of the problem. The idsa was to affeot
& compromise, using the Britieh draft resclution, Enclosure
No.1l2, am the basea.

On Bunday morning, July 16, the American Delegation
regeived from M. Asquini the text of the compromiss draft.

This was oabled to the Department of Btate on Bunday
afternoon



afterncon under Ng. 141, It was explained to the Department
that certain other points might be raised which would oall
for smendment of the draft resolution, and the Department's
instructions were Tequested.

On Monday aftermoom, July 17, at 5:30 p.m. thare was
held a meeting of the representatives o the four countriss
which had drawn up the draft of the compromies resolution.
To this meeting were also invited the representatives of
Germany and the United Btates (Mr. Cochran). The meeting
lasted until 6:30 and was marked by a sharp difference
between the debtor and oreditor countries! representatives.
The German representative, Dr. Beohacht, bitterly opposed
the inolusion in the resclution of any statement which
might be considered as blaming any country for the policies
which it has followed with respect to 1its foreign dabte.

He desired that neither oriticlsm nor commendation should
be incorporated therein. He inseieted that every country
would meet ite indebtedness to the full extent of its
ability to pay, but considered this so self-evident that
it should not be stated in & resolution of the Conference.

On the afternoon of Tuesday, July 18, the full
Drafting Committee on problems of indebtedness met and
the study of the compromiss resolution was pursued. The
German Delegation had preparsd & substitute draft for tha
segond paragraph of the compromise text. After long
conelderation of various texts, compromises were reachad
on all pointe and an agreesment achieved on & draft
resolution in the form of document Conf.M.E./C.M.F./25,

It should be noted that the fifth paragraph was added
at the instance of the American Delegaticn to meet the
instruotions



- 2] -

instruotions received from the Department on the morning
of July 18, through telegram No. 151, to the effect that
the question of intergovernmental debts lies entirely
outeide the field of discussion of this Oonference.

Eno. No. 16 As Enclosure No. 16, there is attached dooument

Ence. Hos.
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Conf.M.E./0.M.F./24, giving extracts from speeches made
during the general disoussion of problems of indebtedness.
There are also appended various draft texts which
were propoeed and studled before agreement was finally
reached on the draft resolution constituting Enclosure ¥o.
15. These other drafts are designated as documents
Conf.M.E./0.M.F./ Dettes 1 to 8.

The Draft Report of the First Bub-Commiseion is
attached as Conf,M.E,/C.M.F./ 27.
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Scon after its opening on June 12th, the Mometary and
Eoonomie Confersnce divided into two major Commisslons,
-one the Economioc Commission,-the other the Monetary and

Finaneoial Commission. Mr. Cox of the United States was

made chairman of the latter. This Conmission in turn divid-
ed into two sub-ocommissions, the first to deal with immediate
measures for financial reconstruction, the second to deal
with the future reestablishment of an international monetary

standard.

First Sub-Commission
gur representative on the First Sub-Commission was

Senator Couzens. The agenda of the Commission covered: l. Cra-

dit Polioy; 2. Price Levels; 3. Limitation of Curremey Fluotu-
ations; 4. Exohange Controls; 5. Problems of indebtedness;

B. Resumption of lending. The only American resolution presant-
ed in this Commission was one on prige levels and oredit polieoy

roading as follows:

"Whereas, industry and trade in nearly all the major
gountries of the world have fallen to unprecedsntedly
low levels, and

"Whereams, as & oconseguence thereof, millions of
people througﬂnut— the world have been thrown out of em-
ployment and unwillingly have begome an avar-inoreasing
burden upon thoss who still have employment, and

nfhereas, the emerfency is of such a nature as %o
demand that ell nations end all peoples occoperate to the
fullest possible extent in combatting the depressicn by
all mavailable means and in close consultation and harmony
with each other, and

"Whereas, abundant credit and wise encoursgement of
private enterprise through government expendifure are
gssential in bringing about an improvement in prices and
an increass of business activity, and

7



"Whereas, such government expenditure ghall not
negessarily be imoluded in the budget for recurring
expenses but may properly be financed b borrowing,
vi that the service of government debt so inourre
ig taken care of in a balanced budget for reourring
BIpAnABE.

"NOW THEREFORE, BE IT HESOLVED, that all the naticna
participating in this gonfarencé Agres

{a) That a close cooperation foward these ends be-
tween governments and betwoen their respective Central
Banks should be undertaken;

(b) That d& primary step in such sooperation should
be the carrying out of a policy of making eredit abundant-
1y and readily available to sound enterprise; this may be
done by open market operaticns, whers consistent with
paticnal poliey, or by such other means as may gult the
particular requirements of an individual market; and

(o) That an mooeleration of the process of regovery
should be sought by means of synohronized program of
governmental expendifture in the different countries elong
parallel lines, designed %o ptimulate the natural sources
of employment, to restart the wheels of industry and
pommerce, and to restore the willingness of the individ-
ual mgein to assume the normal riska of trade without
which any recovery is impossible.

nT+ ia not the sense of this resolution that all
nations should agree necessarily to attack the problem
in the same way, but rather that the efforts already be-
ing made by many nations should be coordinated, and that
other nations should be stimulated to make similar

efforte.

wIt should be borne in mind that in the development
of such a program care must be exercised lest the cost of
a partiocular kind of work undertaken be inordinately im-
oreased whether on the part of suppliers, landowners or
WEege BAINers partioularly ponocarnad.

nAND BE IT FURTHER RESOLVED,

#(a) That the Issue Banks of the various nations be
requested to send at once to London a representative or
representatives for the purpose of immediate consultation

with each other, and

"(b) That a commlities be appointed by this Conference
to study the various metheods of governmental expendl tura
whioch have been in use or under gonsideration by the
varicus naticns, with a view towards making & repert to
be sent to each of the nations for its goidance in work-
ing out its owWn program in the future."

There |
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There was little direct discussion of this resclutiocn
and no aoticn was taken on the two final proposals-namaly,
that the banks of issue of the varlous nations should be
requested to send representatives at onoe to Londen for the i
purpose of immediate ponsultation on Central Bank astion to
sase oredit and also That a Committee should be appointed by
the Conference to study various methods of governmental expen=
diture.

i The first business before the Commission was a much
ghorter resolution aubmitted by the British pelegation cn the
game subject., The British Resolution had three clauses a8
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follows:

w1, It is essential to bring gbout a recovery in
the world lesvel of wholesale ocommodity prioces gsufficient
to yleld an economio return to the producer of primary
commodities and to restore equilibrium between soats of
production and prices generally.

wa, In orfler to cbtain a recovery in world prices,
menetary action is one of the essentisl fmoctors. The
fundamental monstary conditions of the regovery ef
prices are that deflation should ceass, that cheap and
plentiful oredit should be made available and that ita
pireulation should be actively encouraged.

ng, The Central Banks of the principal countries
phould undertake to po-operate with a view to securing
thess conditions and should announce their intention of
pursuing vigorously a polioy of cheap and plentiful
money by open market opsrations.”

The discussion of the British resclution brought out

olearly the essential differences between the gold standard

gountries and the couniries off gold. The former wera
soeptical of the effiocacy of monstary means to raise prices.
They felt that the {irst essential was confidence and that
this could not be achieved unless budgets wars talanced and

reasonably conservative pracilioas wWers followed by Central
Banka/



Banks. In partioular, they questioned the power of Central
Banks through open market cperations to effect a rise of prices,
citing the experience of the United States before 1t left the
gold standard as well as that of other cotmtries. As for
deliberate surrency depreciation, they regarded it as quite

out of the guestion as a method for obtalning an erderly and
permanent recovery of prioces. A mumber of countries that

had had experience with ecurrency depreciation in the war and
immadiate post-war periocd supported the gold l.‘ta.ndlrﬁ goun~
triea in this viewpolnt.

The British themselves were far from specifiec in indi-
eating what other factors than an easy Central Bank policy
might be brought to bear to raise prices. Befora any ocon-
e¢lusion wes reached on the British resclution, the disoussicn
was shifted to problems of indsbtedness. The discussion
wns general and again no definite conclusions were reached.

On June 27th, it wes decided to appoint s principal
Sub=Committes to make concrete proposals relating to the pro-
pedure to be adopted. This prineipal Sub-Committee met the
game day and decided to appeint two drafting nmittan;u %o
prepare resolutions, the first on the guestion of eredit
policy and the second on problems of indebtedness. The
firat drafting committee met on Jume 28th,but instead of
discuasing oredit policy along the lines of the previous
discussion in the Sub-Commission, it turned %o the question
of the limitation of currency fluctuatioms,on the basis of a
note submitted by the British Delegation. Shortly thereafter

the work of the Committee was interrupted by the reaction of
the/



the gold standard countries to President Roosevelt's message
of July Srd.

On July Tth, the Sub-Cormission met to consider the
agenda which might profitably be discussed in view of the
ohanged ciroumstances. The British Delegation proposed that r
the six items on the original agenda should all be retained
and, after sotive debate, the proposal wes adopted by & vote
of twenty-five to fifteen. This situation was unsatiafactory,
however, and subseguently unanimous consent was obtained to .
pursue the disoussion of problems of indebtedness. This task
was oconfided to the second drafting committee appeinted on
June 27th. Thers was a sharp line of division between the |
oreditor countries and the debtor countries in the discussion
which followed. Debtor countries were anxious to cbiain a |
fipal settlement of their obligations on a reduced ssele

consistent with present economiec conditioms. Several of the
debtor countries went farther and insisted that oreditor
ocountries should reduce their tariff walls in order to parmlit
payment of the indebtedness in goods and services. The

Greek Delegation even proposed speclal commereial treaties
for this purpose in disregard of the most-favored-nation clause.
As ageinst this the oreditor countries took the position that
debt settlements should be mot final, but temporary, pending
a possible recovery of international trade end prices. They
furthemmors refused to make any speclal concessions to debtors
in the way of tariff reductions, slthough they were inelined
to recognize some obligatien: to facilitate general recovery

of international trade. All ware in favor of stimulating the
establishment/
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establishment of creditor organizations to desl with debtors
who found themselves in difficulties; but whereas there was
some tendency on the part of debtor countries, particularly
Rumanis, to esk that s system of pemi-compulsory arbitration
of debts should be set up, the creditor countries took the
position that these organizatione should operate im a wholly
voluntary manner,

The following resclution based upon an original British
text was finally reported out by the drefting committee and
adopted on July 20th by the Bub-Commission:

1], The service of external debts ig in different
degreee an important item mmong the liabilitles in the
balance of payments of many countries and can only be
aagured if the debtor country can procure the necessary
resources, The faollity with which such resources ocan |
ba prooured in the present and in the future may depend
on the revivel of economic activity and oredit. It would
be mspisted by & return to a reasonable degree of freedom
in the movement of goods and services and the ereditor |
oountries in particular should oooperate to thie end, It
will aleo depend on the economic and finanolal polioy
adopted by the debtor country. In preesent conditions a
solution of the problem of indebtedness may in certain
casea be necessary for the reestablishment of equilibrium,
It should not, however, be dealt with in such a way as to
impair oredit.

"2. The conditions in the debtor countries vary con—
siderably mnd it is not possible to lay down a uniform
treatment applicable to all ceses, But debtors should
make every possible effort to meet the serviges of thelr
debts and to fulfil their contracts. It 1e indispensable,
indeed, for the restoratlion of coredit that contracta
should be respected in the absence of modifications agreed
between the parties concerned,

"3, When arrangements Are recognized to be necessary
care should be taken by all concerned to secure the main-
tenance of confidence, They should therefore be limited
to thoee cnses where they are unavoidable, be made direct-
ly between debtors and oreditors and be based on the
debtore' ability to pay. As regards State loans, it is in
the interest of the creditors themselves to conclude arrange-
ments of such a neturs as will permit the adoption at the
pame time of a programme of economic and financial restor-
ation by the debtor countries and its effective application,

"4./
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ng, It is desirable that in emch of the countries
ooncerned there should exist grganizations in & position
to represent the several classes of creditors in respect
of foreign loans, ineluding, in guitable cases, short as
well as long term loans, end that such organizations
ghould maintain such contaot with one encther as may be
negessary to fasilitate their prooeedings. ' The Commission
therafore recommends to the Governments of these countries
that they should encourage the oreation of and contaoct
between organisations of this kind where they do not
already exist, at such times and in such measure as astlon
gan in their view be usefully applind.

ng5, The question of i{ntergovernmental debts llies

entirely outside the Tield of discussicn of thia Conference.”

This was the only tengible achievement of the Firat
gub-Commission. Neo effort was made %o disouss other toplee
on its agenda at this time, The gold stendard countries were
extremely sensitive about their precarious positicn an rw
thet any consideration of measuras that appeared to be of an
inflationary character would have a most unsettling effect
upen their public oplnicn at home. Under the circumstances
the American Delegation withheld a resolution upon which they
were themselves preparsd to act and which is given in full

below:

»], Countries in which price levels are abnormally
depressed should teke measures to correat the aituaticn,
thereby facilitating the re-amployment of labor and the
restoration of stable btusiness conditlons,

mg, The levels to which prices should be raised in
such countries and the measures to be adopted must be
laft toc each country to determine in its own casa.

n3, In order that sonfidence may be maintained and
governments may be in position to chack %he rise of
prices when the desired levels have been reached, it ia
essentisl that governments should balence their ourrent
revenues and expenditures, including in expenditures the
garvics of any debt imcurred in finanecing publie works."

The French, when this reasoclutlon was discussed with them
privately, were sxtremely reluctant to have it introduced and
expressed the fear that it might lead to sontroversiel dis-

gussion and perhaps spoil the atmosphers of good-will in
which/
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ommission - omnittes o Problems

The Committes on technical problems connected with the
re-sstablighment of a future intornetional gold standard had
for its field of amction the first three items on the agenda
of the Second Sub-Commission (see pe B). Its initial work,
however, was on olauses (o), (d), and (e) of the Pittman
resolution. The Torm in which clause (o) was finally adopted
wos as follows:

"la)., That under modern conditions monetary geld .

is required not for internal oiroalation but as a g

raserve against Central Bank liabilities and primarily

to meet external demands for payments caused by some

disequilibrium on the foreign mccount. It 1s conse-

quently undesirable to put gold coins or gold certifi-
gates into internal ciroulation.”

L. :'r'a.rb-urg pointed out that in this form attacks upon
Cantral Bank gold reserves by hoarders of bullion were still
possible. The first revised draft of this clausse of the
Pittman resolution hed been submitted by lr. Fraser of the
Bank for International Settlements with a final section
proposing that power should be given to the monetary é.uthnr!.-
ties to tolke over gold from the publiec in time of need. 1IN :
this form the draft went far to meet the American specifioca- ;
tions; and at one time the entire Fraser resolution, wi th
gl izht alterations, was unanimously adopted by the drafting
sommittes., Later, however, the French asked that the ques-
tion should be recpensd, stating that the inclusicn of the
sommandeering section would have a Very bad effect upon the
peyochology of the Fremch public at the present time. The
Committes deferred to French wishes in this respect in
order not to put any undue strein upon the gold atandard
sountries, but lir. Werburg pointed out that clause (o) as
adopted involved an unneceasary hazard in the operation of

the/
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Seo ommi - Seoond Sub-Committes [Teo bl

The Committes on teshnical problems connected with the
re-sstablishment of a future internetional gold standard had
for its field of motion the first thres items cn the agenda
of the Seocond Sub-Commission (see p. 8). Its initial work,
however, was on clauses (o), (d), end (e) of the Pittman
resolution. The form in which olause (o) was finally adopted
was as follows:

“(o). That under modern conditions monetary gold

is required not for internal cirsulation but as a

reserve against Central Bank liabilities and primarily

to meet external demands for pajyments oaused by some
disequilibrium on the foreign ooocount. It is conaa=
quently undesirable to put gold ccins or gold certifi-
oates into internal ciroulation.”

Ur. Warburg pointed out that in this form attacks upon
Central Pank gold reserves by hoarders of bullicn ware atill
possible. The first revised draft of this olauss of the
Pittman resclution had been submitted by lir. Iraser af the
Bank for Internaticnal Settlements with a final ssctlon
proposing that power should be given to the monstary authori-
ties to take over gold from the publie in time of neesd. In
this form the draft went far to meet the Americon specifica=-
tions; and at one time the entire. Fraser resclution, with
gl ight slterations, was. unanimously adopted by the drafting
committes. Later, however, the French amsked that the ques-
tion should be recpened, stating that the inelusicm of the
pommandeering section would have a Very bad effect upon the
paychology of the French public at the present time. The
Committes deferred to Fremoh wishes in this respect in
order not to put any undue strain upon the gold standard
sountries, but iir. Warburg pointed out that eclauss (o] ma

adopted involved an UNNeoessATY hazard in the operation af
the/



=16~

the gold standard and might well postpone the date of
Amarican return to gold.

With regard to olauses (4) and (e) of the Pittman
resolution, Lir. Fraser submitted a new dreft embodying the
subjeot matter of both. The new draft in the form finally
adopted by the Committee, wes as followa:

"(d) Thet in order to improve the working of

a future gold standard grester elastioclty should be

given to Cemtral Bank legal oover provisions; for

instance, insofer as the system of percentage gold
cover is apolied a minimum ratio of not more than
twenty-five per cent should be considered as
sufficlent; similar elasticity should be achieved

by appropriate measures where other systema are

applied. However, such changes must not be teken

as an axousa for unduly building up s larger super-

struoture of notes and oredits; in other words the

effeot of this resolution should be to inorsase the
free reserve of Central Danks and thereby to
strengthen their positiom."

Thia draft departs from the Pittman resclution in
several respects. It does not provide a uniform 25 per
ecent reserve, nor a reserve composed wholly of metal, nor
one held sclely against currency; but all these differsnces
result in & resolution more consistent with actually
funotioning banking systems, without gaorifiocing the chiefl
objective of the Pittman resoluticn - namely, the rendering
aveilable for uee of a considerable porticn of Central Dank
reserves now impounded by law. Theas revised olauses of
the Plttman resclution were reported ocut to the parent Sub-
Commission, whish adopted them cn June 28.

The Sub-Committes on techniocsl monetary problems con-
tinued with its work and sdopted three minor resclutions os
follows:

"II. The Conference considers it %o be essentlal,
in order to provide an international gold standard
with the necessary mechanism for satisfactory working,

that/
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that independent Centrel Danks, with the roquisite
powers and freedom to carry out an apnropriate
ourrency and oredit polioy, should be oreated in
such developed countries as have not at present an
adequate Central Banking institution.

III. The Conferesnce wisgh to reaffirm the
deglarations of previous conferences with regard to
the greet utility of olose and continuous ococperation
batweean Central Banks. The Eank for International
Settlements should play an inoreasingly important

part not only by improving contact but also es an
instrument for common motion.
"IV, The Sub-Committes has taken note of the

suggegtions of the Foumanian delegation with a view

to securing the adaptetion of the Central Banks of

oartain agrioult gountries to the special eccnomia

conditions of theses countries and of the views exprassed

in the discussion thereof. The Sub-Committee feels

that the looal oconditions in each country will to a

very lerge extent determine the solutions to be

adopted in this matter and suggests that if any countries

desire advice on these questions in view of their

technical character they might appropriately be con-

aidered by the international crgenizations specially

compatent to edvise on these matters.™

It then prooeeded to consider a highly importent reso-
lution submitted by Lir. Fraser of the Bank for International
Sattlements. The resolution was designed to stabilize the
operetions of the gold standard; and 1t had been fully dis-
oussed in previous months at the meetings of direotors of
the Bank for.Internaticnel Settlements. These direotors are
the governors of the leading Central Banks of the world with
fhu axoaption of the Federal Heserve Banks, which are not
members. The principle is laid down in the resolutiom that
the primary funotion of a Central Bank is to maintain in
equilibrium the internaticnal balance of payments of 1lts
country, thereby nvolding persistent one woy international
movements of gold. So far as is consistent with tha per-
formence of this primary function, however, it is steted

that Central Banks should cooperate in putting into effect

e/
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& polioy designed to moderate the upward and downward
swings of generel business motivity. The resclution ls

given in full below:

"The Sub-Committee approves the ammexed state-
ment of gmrﬂ. principles of Central Banks monetary
pelioy which was laid before 1t.

(1) The proper functicning cof the gold standard
requires in the first place the adoption by sach
individual Central Bank of a polioy designed to
maintain a fundamentel equilibrium in the balance of
payments of 1ts country. Gold movements which reflect
a leok of such an equilibrium constitute therefore an
essential faotor in detemmining Centrel Bank poliacy.

"(2) Gold movements so far as they seem to be of a
more permansnt character should normally not bae pre=-
vented from meking their influemce felt both in the
country losing gold and in the country receiving gold.

n(3) wWhile gold should be allowed freely to flow out
of and into the countries concerned, Central Banks
should alwaye be prepared to buy gold at m publicly
announced fixed price, expressed in their ourrendy,
and to sell gold et a publiely announced fixed price,
expressed in their currency, the la tter at least whan
exchenge rates remch gold points.

n(4) Central Benks should obtain from their market the
fullest possible information comcerning the demands
thet might be made upon their reserves.

#(5) Sinoce ns alresdy stated under (1) the proper
funetioning of the gold standard requires in the firast
place the adoption by each individual Central Bank of

a policy designed to maintain a fundamental equilibrium
in the balance of payments of its country, the discretion
of sach Central Hank in regulating the working of the
gold standard in its cwn country should remain un-=
impaired., Centrsl Banks should, however, recogniae
that in sddition to their national tesk they have also
to fulfil a tesk of international character. Thelir alm
ghould be %o co-ordincte the pnl!.uz pursusd in the
various centres in order to contribute towards the
satisfeotory working of the internationel gold standard

syatem.

"oreover, they should endeavour to adapt thelr
measures of oredit regulation, as far as thelr
domestic position permits, to any tendency towards an
undue change in the state of general business activity.
An expansion of general business gotivity of a kind
which eleerly cannot be permanently maintained, should
lead Centrel Danks to introduce a bias towards oredit
restriotion into the oredit policy which they think
it to adopt, having regard to internal condiftions in

theiz/
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their own countries. On the othier hand, an undue
decline in genersel business motivity in the world
at large should lead them to introduce a bias towards

relaxation.

"In pursuing such a poliocy the Central Banks will
have done what is in their power to reduce fluotuationa
in business activity and thereby elso undus fluctuaticns
in the purchasing power of gold. :

"(g) With a view to arriving at an agreed interpreta-
tion of the data revealing the tendency of developments
in genarnol business aotivity, and at an egreed poliey,
Central Banks should consult together continuocusly, each
Cantral Bank in case of differance of opinion, acting
on its own judgment of the situdtion., The Bank for
International Settlements constitutes an essential
agency for Central Bank action designed to harmonise
conflioting views and for joint comsultation. This
instrument should continue to be employed, as far as
possible, for the reelisation of the principles set
forth in the present note. It should continucusly
examine the application of the principles of the
working of the gold standard and study such modifica~-
ticns thereof as experience may prove desirable."”

This important resolution was put through without
change in the course of one meating of the Cammittee. In
assenting to it, however, lir. Jarburg made a reservatlon.

He stated thot he ocould not scoept the resclution definitely
until he hed submitted it to the Treasury, the Iederal
Reserve Doard, end the Federal Reserve Bank of Ilew York,

gnd had obtained their views upon 1it.

It was at this point that the work of the Committes was
interrupted by the resction of the gold stendard countries
to President Roosevelt's message of July 3., On July 11 the
Bureau of the Conference instructed the Second Sub-Commission
"to take up the resclutions, already adopted by its Sub-
'Gnmuittnoa. on central banking ccoperaticn and on the
ogrention of Central Daonks in certain countries where they
414 not now exist, and to pursue through 1ts Sub-Committses
the examinaticn of the question of silver and any otha:

subject/
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subject on ites agende whioh might by general agreement be
considered aultable for discussion."” These lnstructicnms
wore worked out with the Imowledge and consent of Lir. Cox
of the United Stotes Delegation. lleanwhile, however, no
reply had besn received to lMr. Varburg's ocable of June 30
with reference to the rescolution on which he had placed a
rasarve.

The reply wes received on July 13 just before the
Conmittes on Technicel Problems resumed work in accordance
with the instructions of the Bureeu. The reply not only
eriticized the substance of the resolution, but it suggested
that suoch a statement of principle subseribed to by our
Government at this time might lesd to misunderstanding of
our intention relative to the gold standard. Lir. Tarburg
wos not in London at the time; but Senator Pittmen attended
the meeting of the Committee and stated that in view of the
eable just received from iashington the imerican Delegation
gould not sconsider further the resclution previously
aceepted under reserve by Mr. Jerburg. His seotlon came as
something of e shock to the other countries represented on
the Committes and rosulted in an immediate adjourmment of
the meeting. The nax% day, however, it wos declded to
report out the three resolutions already passed by the
Committee (see p. 15), ond these were unanimously adopted
by the full Sub-Comuisslon.

Subsequently, on the basis of & second cable from
fushington, a formula was developed for camunicating to
the Sub-Commission the resolution vhich the imericam Delege-
tion was no longer in a position to discusas. The Dalagaticn

agreed/
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agreed that it would be proper for the Rapporteur of the
Committes to quote in full the text of the resoclution,
stating that agreement had been reached "by all govermments
represented on the Sub-Committee on Techniocal Menetary
Problems, exoept that of the United States, which considered
discussion of the guestion et this time premature, it being
understood that the Federal Heserve DIanks would be glad %o
gonfer at sn opportune time with other Central Danks on
questions of this cheracter to the extent that they are
compatible with national policies,” The resolution was
communioated with this explanmtion te the Sub-Commission at
its Tinnl meeting on July 20, It wes not made the subjeot
of disoussion or action at this time.

The drafting committee further stated that it hed not
basn able during the prosent session to complete its work
on the gold exchange standerd, me thode of economizing gold,
and the distributicn of monetary reserves. This was merely
a way of glossing over the faot that these were guestiona
which the gold standard countries felt they gould not safely
disouss in view of the present disturbed condition of thelr
public opinion at home. 1t is probable, too, that the
Amerioan Delegation would heve had to atate in regerd to a
number of the propesels thot would have been mede under
these hemdings that they were subjects for gentral banks to
digouss rather than for goverment representotives. Othar
countries did not find it necessary to meke this distineticm,
aither beoouse the hesds of their cenmtral banks were their
representatives on the committes or because most of the
guestions raised hed slresdy been fully discussed by their

pentral benk governors ot the monthly meetlngs of the lank
for/
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for International Settlements. Lven had Governor Black or
Governor Harrison been present in the Committee, however, we
should have hed to proceed with extreme caution until the
cutlines of our future monetary noliey should beoome ocleaarer.
It was os much in the interest of tlie United States as of
the gold standerd countries that the work of the Cormittee
at this stage should cease,
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Dear Mr. Beoretary!

In acocordance with the request you made the other
day, I am sending you resumées of the activities of the
two sub—commissions on which I sat as the American repre—
sentative. I should have prepared them sooner, but up
to-last evening I was oocupled with three meetings each

day.

If you desire any amplifiocation or contraction, or
other form of modifiocation, I can readily attend to the
matter. I tried to indiocate broadly the gemeral character
of the subjeots that ocame before the sub—commiseicns;
the attitude teken by the respeotive representatives; and
the final resulte of deliberations.

As I said the other day, I shall be very glad subse-—
quently to furnish you perscnally with a report giving a
more Bpecitio background of discuselons hefore the two
sub-commiesions. It might be useful to do so in view of
the faot that, irreapective of what may be the ultimate
fate of the Conference, some of the activities of these
two sub-commissions may, I think,be of interest to the
Department of Btate from time to time. And the records
of the deliberations of this internstionsl COonference are
remarkable, I think, for their brevity, vagueness and
inacouracies. I have never seen records of any inter—
national Oonference 8o meagre and inadequate as those
found in the League of Natlons Jourmal. Records of this
nature are, of ocourse, highlr important in conneoction
with the interpretation of aots.

//.»,:z:lg-z:‘fh



Bub-commission III-i of the Economio Oommission of
the Oonference was appointed by the commiseion on June 33,
1833, for the purpose of oconsidering "bounties and dirsot
and indireot subsldies, and in partioular, shipping sub—
sidies®, Twelve countries, including the United Btates,
ware repressnted on this sub-commiseion.

General Oharscter of Subjeots before the Sub—copmission,

Declaratione of views and so=ocalled "proposals® in
various ferms wore submitted by several delegations. These
deolarations and proposale were of a gemeral charaocter and
none took the form of an international ao%, such as a reso-
lution or convention. During the discussions that took
place, it could be inferred that more ocomorete actlon was
contemplated by some delegations, especlally with respeot
to so-called "shipping subaidies®. Proposals submitted were
oonoerned with bounties or subsidies to production, imeluding
agricultural production, and subsidies to export trade, and
to shipping. Olearly, & mere discussion of any one subjeot,
among many which were presented in a fragmentary way, would
have required a great deal of time and effort. It oan un-
doubtedly be properly easid that 1%+ would be useless %o
speculate on poselble results of further efforts, golng
beyond the etage of disoussion and locking to oconcrete mots

in the form of resolutions or conventions.

Shipoing



Ehioping Bubsidies,

Oesrtain maritime nations obviously were prinocipally,
if not solely, interested in subsidies to shipping. The
subjeot was particularly stressed by the British delegate,
Dr. Burgin, who put into the records of the Conferenoce a
gomewhat exteneive memorandum, whioh he orally disocussed.

He moted as Chairman of the sub-ocommission.

The memorandum in general terms condemmed ®uneconomic
shipping subsidiea®. It was argued that they were responsible
for the excess of tonnage over the existing demand; that they
were oconduclve to inefficient service; and that they were
injurious to the ocountries that pald them as well as %o
other maritime countries.

The American delegation had no instruotionsto lay before
the Oonference speoific proposals with reapeot %o subsldies.
However, it was smuthorized to defend the existing polioy
and practice of the United Bftates regarding ald %o shipping,
the principal feature of whioh may be sald to be mssistance
rendered through certaln mall ocontracts made by the Government
with American ehip owners. Buch aofion was taken in 8o far
as it seemed to be necessary during the course of the pro-
oeedings of the sub—commission.

When the various propoeals were under consideration, it
was pointed out orally by the American representative that
it wae of great ilmportance that there should be certalnty
in connection with intermational aots - resolutiona, declara-
tions or covenants. The view was expressed that there was
danger in multiplying international difficulties in dealing
in general or vague terms with subjects that enter into

international



international arrangements or problems which it is sought

%o make the subjeots of international concern. It was
obeserved by way of illustrations that undoubtedly there

might be considerable differences of opinicns with respeoct

to suoch terms as "uneoconomic subsidies® or "unnatural
asslstance® or "artificial hinderances to trade® or

"eoonomic disarmament® or "artifioial conditions®., Atten—
tion was oalled to legilslatlon of the United Btantes ensoted
in 1830 a..nd. dn 1838, in which it was declared that it was
necessary for the national defense and for the proper growth
of the nation's forelgn and domestio commeroe that the United
Btates should have & merchant marine of the best equipped

and most sultable types of vessels. It was further pointed
out that in enacting such legislation the Congress of the
United Btatee had in mind, in furtherance of these specific
purposes, an equalization of the cost of construoting and
operating American ships and such costse in respeoct of foreign
8hips, 8o that vessels of the United Btates could compete

on substantially equal terms with vessele of other maritime
nations. With reference to ocommercisl treaties mentioned

by the !rit.iah delegate, it was cbserved that many years

ago the Government of the United Btates initimted the con-
clusion of mumercus treaties of this nature with other
nations; that those treaties, varying of course in form

and lubutmnn‘, contalned provisicone to prevent disorimina-
tion agninet wvessels through the imposition of discrimina-
tory duties on their oargoes; that there is no disoriminstien
egainet veseels of oountries which do not disoriminate against
shipas of the United Btates.



A detailed analysis was also made of the British
Government's memorandum, but due mainly to the fact that
deliberations of the sub—committes were interrupted, that
analysis was not in any way put into the records of the
sub-commission.

Iaterruption of the Work of the Sub-commispion,

The sub—-ocommission was one of the bodies which ceased
to function effectively shortly after the Italian and French
representatives, aoting of course under instruotions, ralsed
tha so—called Pmonetary question”, which they pleaded inter-
ferred with the continuation of most of the motivities of
the Oonfersnce. After hearing thelr declarations, the
chairman requested the several representatives to state thelir
opinions with respect to future gotion. The Amerioan repre-
gentative expressed views to the effect that, while he would
not insist that the French and Italisn representatives ghould
gontinue their participation if they desired to withdraw, he
considered that the motivities with which the sub-ocommities
was oharged were not affected by happenings in other bodies
of the Oonference, and that those motivities should procesd
without delay.

However, following the announcement of the position
taken by these two delegations which was later supported by
the Oerman Tepresentative, a report from the sub-commission
concerning its motivities was called for by the chairman of
the Economic Commission. The report wae prepared by the
chairman of the sub-commiseion and was approved in its
entirety by all the other national representatlives. It
ig limited mainly %o synopees of the views of the repre—
sentatives on the sub-ocommission, expressed orally or

in



in writing. ¥No oconorete actes nor recommendations were
formalated by the sub-commission.

Deliberations of the sub-commission were conduoted
in & cordial spirit by all who participated in them.



EOONOKIO OOMMISSION - SUB-OOMNISSION I1I-B.

Bub-Commission III-B of the Eoonomio Oommission was
oreated by the Commission for the purpose of oconsidering
"marks of origin, veterinary and phyto-pathologloal questions®,
and other subjeote. The sub-ocommission agreed at ites firet
meeting, held June 33, that ite deliberationse should be
oonfined to "marks of origin, veterinary questions, phyto—
_pathologloal questions and other matters connected with
indireot proteotion®. The deliberations of this sub—commission
well illustrate the well known and ever-prevalling chetacles
to important intermatlonal undertakings; confliote of views
and of national laws, policles and interests.

General Obaraoter of Bublpots before the Bub-commiseion,

The secrstariat was instruoted to draw up a list of
varigus forms of so—oalled "indireot protection®. It pro-
duced a dooument containing a large mmber of subjeots,
whioh had besn extensively studied by the Eoconomic Committes
of the League of Nations. This number was amplified by a
more than equal mumber of subjeots submitted by ocertain
delegates on the sub-ocommission.

The terh "indireot protection® is used to connota
measures which, whatever may be thelr form and epeoifio
use] have the effeot of "a reenforocement of protection”,
a8 it was expresssd in the dooument laid before the sub-
oommission by the seoretariat. Oomplaints have been made
that they are barrisrs to the free flow of international
trade, in that their application resulte in exoluding or
greatly obetruocting imports, even though sugh regulations
are not in terms measures of exclusion. A few illustrations

may



may be mentloned, such as requirements relative to marks of
origin to identify forelgn commodities; appliocation of
custome formalities with a view to economic protection;
requirements with regard to expensive preparation of shipping
documents; discriminatory practices in relation to "indirect
imports®; application of veterinary and phyto-pathologiocal
regulations for purposes of proteotion.

The subjects put before the sub-oommission may well be
sald to be labyrinthian in view of their mumber and remifice-
%ilcne. Oonorete drafts of international aots in the form of
resolutions or covenants were not submitted except in very
few inetances. Protracted discussions led to btut relatively
emall oonorete resulte. Reasonably satlsfactory solutions
of some of the problems presented undoubtedly would be ocon-
ducive to an elimination of impediments and harassments of

international trade.

8ol 2

Bome resclutlons were passed, requesting the League of
Hations to conduct sclentifioc investigations, deemed to be in
the interest of international trade. Proceedings were oon—
ducted in accordance with the general prinoiple of unanimity
of motion. There seemed to be no reason why the American dele-
gation should stand in the way of euch action in these matters,
when all cther delegations considered the measures to be deslr=
abtle. The original form of an ipstruction to the League to
make investigations was changed to & request. This slight
alteraticn in verblage seemed to avold any real or imaginary
objeoction that might have been found to a concurrence in an
instruction to an agenoy such as the League by & noo-member.

Aotion was taken looking to a possible future confersmos ¥o deal
with diseases of animals and with trade in animals and meat

produots.
Cepvention



Gonvention Relating o 'Nazke of Origia’s

An attempt was made to0 forsulate a draft conventicn
in relation %o "marke of origin®. The undertaking seemed
to be useful in the interest of international trade. There
wae goneiderable discussicn by some ﬁp:nmnthn of
oomplaints that governments create impedimente %o trade
by unnecessary harassing legal requirements with respect
to markings on imported commodities. The declared purpose
of regulations of thie nature is the identifiocation of
forelgn goode in the interest of the domestlioc purochaser.
It hae been shown that regulations occcasionally arespplied
beyond the necesaltiee of that purpose; that compliance with
them sometimes results in injuries to commodities; that they
work in varying degress to increase the coet of produotion.

Varicus drafts of conventions were submitted by dele-
gates. One was prepared by the Ameriocan representative om
request of the chairman. But elight modification of the
law of the United Btates would have been necessary to bring
it into harmony with the proposed oconvention. Ne epposition
was made to that draft except by the Eritish delegation,
which etrongly opposed any substantial international motion
and asssrted the purpose of the British Oovernment to have
complete freedom of mction im the matters under oconsiderstion.
The German and the Netherlands representatives emphatically
urged the formulation of a oconventiom. As & result of the
positive attitude of the British delegation, the action of
the sub-commission was limited to a report discuselng the
general subject, emumerating specific pointe of agreement
or disagreement, and further indicating the poseibility of
future worthwhile aotion in view of "appreciable progresa",

Eguitable
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ZEquisable Treatment Clause.”

Bomething that might be called a novelty, although 1%
may not be entirely new, in conneotion with the formulation
of ocommercial treaties ocame before the sub-ocommission for
action. It was termed the "equitable treatment olause’ and
as originally laid before the sub-ocommission took the follow=
ing formi

ZEquitable treatment Olause,

"With the exception of Oustoms tariffe and all other

questions speocifically settled in other portions of the
present treaty,

"It ie agreed -

"That if, after the conclusion of the treaty, one of
the oontraoting Parties introduoces any measure whatever
even of an internel neature, which is liable materially to
modify the de faoto situation created by the said treaty
to the detriment of the other Party, the first-named Party
Bhall not refuse to examine in a r:imﬂly spirit any com—
plainte or proposale the other Party might submit, nor shall
1t refuse to enter into negotiations with a view to secking
the most appropriate means of reestablishing the equilibrium
whioh had thus been destroyed."”

Provieion was aleo made for a procedure respeoting
adjustment of disputes concerning complaints ocontemplated
by the olause, but it was ultimately eliminated,

The vague and contradiotory expression of purpose and
the use of such terms as de faoto and the figurative erpression
"equilibrium® are obviously objectionable in an international
covenant, in which precision is peculiarly importent. The
purpose of the proposed olause evidently iz to adjust situations
in whioh the reoiprocal benefits of a treaty may be destroyed
or impalred, as a consequence of domestioc measures, even though
the terms of the treaty may not be infringed. Important,
delicate questicns are raised by this interesting proposal.

For



For this reascn the Ameriocan representative willingly fur-
nished, on request, a more concise draft whioch was adopted.
There can be no harm and may be considerable interest in
drawing attention to the gemeral subjeot under consideration
by the very guarded recommendation adopted in the following

language!

"The sub-committee proposes that the govermments par-
ticipating in the Oonference consider the advisability of
incorporating into future or existing treaties, wherever
suoch aotion may be deemed to be suitable, a clause in the
sense of the following:

"If, subsequent to the conclusion of the treaty, one
of the Contracting Parties introduces any measure, 'ﬁiuh
even though 1t does not result in an infringement of terms
of the treaty, is oconsidered by the other Party to be of
such & nature as to have the effeot of mullifying or im-
pairing any objeet of the treaty, the former shall not
refuse to enter into negotiations with the purpose either
of an examination of proposals made by the latter or of
the friendly adjustment of any ocomplaint preferred by it."

Qessation of Work of the Sub-ocommission,

The work of this sub-commission which was ocarried on
in a cordial spirit was not interrupted by objeotions whioch
the Italian and the Frenoh representatives made in other
places with respect to "monetary questions®, It terminated

with the general cessation of activities of the Oonference.
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DEPARTMENT OF STATE
OFFICE OF THE BECRITARY
WASH I NG TON

July 25, 1933,

The Secretary of State encloses for the informa-
tion of the President a copy of the telegram indicated

below.

Enclosure:

Telegram No. 164, July 25, 6 p. m., London,
from Secretary Hull.
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RR : GRAY

London :
! Dated July 25, 1933,
. Reed, 1:30 p., m,

Secretary of State,

Washington,

RUSH 164, July 25, 6 p, m, Sections one and two,.

Following is the text of a speech which I propose
to make at the plenary scssion of the Conference on Thurse
day, July 27th. Sinco the exact time of delivery has not
as yet boen d etermined upon ploase make no (repeat no)
release until receipt of Associnted Press flash "Hull
speaking™,

"The Conference is now entering the recoss stage,

The progress of its work has corresponded with the diffl-
cultics of its task, Humon ingenulty could scarcely have
devised o more complete jumble and cheos of business and
general economic conditions than those facing the nations

and the Conference when it convened and still challenging

solution., A multiplicity of other circumstances has further

impeded the progress of the Conference puch.os.tli: Tack



164 from Londen Sections one and two.

P
of on internaotional public opinion, tho malignant
opposition of thoase who blindly or selfishly oppose
0ll internaticnnl economlc cooperation and the engrosa=-
ment of many notions with the more or less temporary
phases of their domestic programs for the omergency
troatment of panic conditions,

It 1s inoviteble in the light of these oxe
tremoly complicated condltlons that the Conferenco
having renched a few important agrcements ond cone
cluded o thorough apprisal end undorstaonding of the
problems presonted would find i1t nccessory Lo recess,
Time must be afforded for some of these difflcultleca
to be ironed out and for the nationa further to broaden
their ecconomic plans and policles ao ns te coordinate
them on a gradunlly incrcoasing scale with tho progrom
of international cooperation w hich this Conference is
undertaking to promulgate,

End soctions ono and two,
HULL
WEB RR
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mam GRAY
LONDON
Dated July 25, 1933
HRec®d 2:556 pm
Seoretary of State
Washington

RUSH

164, July 25, 6 pm. (SECTIONS THREE AND FOUR)

The conditions which defined solution by individual
state aotion and imperatively called for internaticnal treat-
ment offered the compelling reason for this conference.
Every rational person lnows that aince there were interna-
tional causes of the depression there must be intermational
remedies.

For those elther pessimisticelly dr wantonly inelined
to attempt further to handicap the Eoufarunau in 1ts
particular efforts to go forward is virtually to indict
and discredit all forms of international cooperatlion how-
ever necessary to deal with inbernmational probloms which
vitally affect the welfare of peoples alike in overy part
of the world.

It 1s easy to say that this or that inoldeont or com-
plication or condition has caused a partial failure of
the conference., This has been the experionce of past ocon-
ferences when struggling against mnnf obetacles to solve

complicated problems involving human life and human welfare.
The



mam 2- #l64 from London

The very purposa of international cooperative effort 1s
aggressively to override these and all other impediments
to the fulfillment of its high mission. To impute failure
i1s to impute the banlouptey of world statesmanship in the
face of unparalleled and universal economic distress and
suffering.

Business and economic conditions in every part of the
world remain dislocated and dlsorganized. At the beginning
of the conference the delegates had no adequate conception
of the complicated conditions in distant countrios md of
each other's varying viewpoints, Understanding is the
chief basls of all international rolationships; and its
importance can scarcely be overestimated. Manifostly
valuable seed has boon sown here already in that wo have
come toc a deepor and more sympathotic comprocheonsion of
our common problema.

There aro after all only two ways of reoaching intor-
natlonal agreomont. Once 1s by lmposing one's will by force
- by war, The othor is by porsuasion - by conforonco.

Even by the wielent means of war = which wo have all re-
nounced - ne ono would expect agrooment in six wooks, How
can 1t then be sald that the conferoncoe = this motheod
which has klllod no man - has alroady falled? Many actual
wars of the past growing out of bitter trade controvorsies

would have been avortced had thore boon more peaco time

conferences, W
¥



mam 3- #164 from London

My judgmont is that Just now tho world's statcsmon
cannot slt in eonforonco too ofton or too long in ocarnost
and pationt considoration of all guostions calculated to
disturdb friondly rolations and cloar undorstanding botwoon
nations and in dotormined effect to bring about their
fair nnﬂ-paaaaful adjustment.

Many of those not delegates here who criticize the
conference for not pgoing forward more expeditiously repre-
sent the economle lcadershlp In numerous countricas which
has already falled in repeated attompts since 1928 to cure
panic conditions. This group of critics includos the
soelflsh but shortsightod bonoficiarios of govornrontal
favoritism and thoso mock patriots whose constant propa-
ganda would make international finance and comaerce almost
criminal. Those forces are potent in many parts of the
world todaye Thoy will be very slow to lowor a single
excassivo trado barrier until human diatross bocories un-
boarable. It mattoras not to thom that thore ought to be
forty billion deollars of additional commorcc on the high
soas this yecar theroby affording cmploymont for labor and
marketa for surplusos.

In the past theore havo boon spectacular rccos by
nationa in military armamonts, Their wildost riwvalry how-
cver gcarccly oxcoods in dangor tho prosont mad race bo=-

twoon mosot nations to promoto coconomic armamonts whieh
infliet



mom 4-__#154 from London
inflict colosoal injurics on tho masscs of pooplo overy-
whoros At thls momont tho world 1s
(END SECTIONS TIREE AND FOUR)
RR WS3B HULL



mam GRAY
LONDON
Dated July 25, 1933
Rec'd 3:55 pm
Secretary of State
Washington

RUSH

164, July 25, 6 pm (SECTION FIVE)
8t11]1 engaged in wild competition in economic armaments
which constantly menace both peace and commerce,

The nations must meke up their minds to pursue leas
extreme economic policies; the; rwzt discard artificiml
expedients to protect industries that are noboriously in-
efficlent or are not justifiable on any practical economic
or business grounds,

When some nations undertake to produce every commodity
whatsoever fhe cost for purposes of elther peace or war
other nations are driven to turn to the adoptlon of similar
pelicies of unjustifiable production with the result that
ag in the case of military armaments the economlc race
neutralizes 1itself to the injury of all who are engaged
in it. i

I oppeal to this conference and through it to peoples
everywhere to demand an end to the ruinous races by natlons
in either military or economic armamenta, It is the duty
of stateamenship everywhere to lead the world away from

these twin evils of this modern age.
Much



mam - 2- #164 section five from London
Much has been said about the order in which the sub-
jects on the agenda should be considered, I believe that
the membership of the conference frankly recognizes that
both the financial and economic difficulties as listed in
the agenda must be visualized as one unified network of
obstructions and impediments to international finance and
commerce and attacked and dealt with as & whole, It would
get nowhere to lower ﬁrada barriers without developmont
of stable monetary facilities for the movements of com-
merce nor on the other hand would commerce move with the
aid of complete monetary stabilization if existing insur-
mountable trade obatruetions still continued intact. Sub=
stantial progress in dealing with either group depends on
corresponding action dealing with the other
(END SECTION FIVE)
WSB BRR HULL
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London

Dated July 25,1933

Recelved 5:25 FM

Secretary of State,
Washington,

Rush 164 July 25, 6 p.m. (Section six)

The object of this Conference is to subatitute pros-
pority and good will for panlec and trade strife, To relax
our efforts in the face of the need and the duty pressing
upon us would show an amazing indii’eronce to human wolfare.
The average citizen nmst by this timo be convinced that
those who havo opposcd sane practical intornaticnal econo=-
mic cooporation have provon to be fnlso prophets, Do the
thirty millions of unemployed wage carners or tho many
millions of impnvuriahed-rarmﬂra and produccrs of raw
motorials need additional proof of tho failuro of such
loadership? May I again remind you that the domostic
cconomy of more than thirty important countries is primarily
depcndent upon international finance and commerce with direct
repcrcussions upon the ontiro world., Tho prackiceof a
too narrow policy has choked the entire trado of tho world
with disastrous eoffoots upon home production and home
prices and markets overywherc,

The proccsses



Page 2 No 164 from London (Sce Six)

The processes of cxchange and distributlon have
broken dowvn and their restoration presonts the real world
problem, Disnstrous oxporience tenchoa tho nogasaity for
8 broador cconomic socinl and political policy. Ewvory
country today should first have a comprohonsive domestile
program calculatod most offectively to deal with tho
existing deprossion. Tho United States has launched a
constructive program to this end, Indispensable and all
important as domostic programs aro thoy cannot by themselves
rostoro businecss to thoe highost lovel of permonent rocovery.
A program of international cocturaticn ia necessary for
purposes of o broad basis on wihich to build tho domestic
oconomic structure, to give 1t stability and to mako
possiblo o substantlally groator meoasure of sound and last-
ing business prosperlty.

Lot me say with roforeonce to my own and otheor
countrios striving by ovory availablo domcstic mothod, to

oxtricate (end secction six)

HULL
C3B
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London
Dated July 25,1933
Rocelived 5:00 PM

Socretary of State,
Washington,

Rush 164 July 25, 6 p.m. (Section seven)
thomsclves from panic conditions, that there is no logiec
in tho theory that such domesatic palicios are irrcconcilable
with Internaotioncl cooperation. Znch country undoubtodly
should invoke overy cmorgcney *thod thot would increase
commodity prices sc thot they may grodually be coordinated
with Intornational oconomic action for the common purpose
of business rocovery, The developmont of both programs can
bo procecded with on & substontinl scale from tho ocutsot
and to an incrensing extent ns emergency treatment of
ponic condltlions dfminishes,

In harmony with theosc viows I honve presented to the
Conferenco a proposcl for an ogreomoent omong the nations
to roduce trade borrlers gradually oveor o perlod of time
to moko the unconditlonal form of the favored nntion
doctrine with a reasonablo oxcoption in favor of broad
internationnl eofforts for roduction of trade barriors
the univorsnl basls of commercilal pollicy and to oxtond tho
11f8 of tho tariff trucc to n roasonanble poriocd beyond the
final adjournmont of tho Conforonce. This proposal

offora n
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offore o basis upon which o world program might be
developed during tho course of the recoss and the moeting
of tho Conferance to follow,

The Amoricon Government therefore hopes thot every
nation thet may not have done so will lounch o full
demestic program of both ordinary ond extroordinory methods
and romedies caleulantod to ralse prieesa, to increcse
employment, and to improve the businoss situation.

Wo must all ogree that business conditions in most
countries aro still at oP nonr o pomlc lovel ond that thelir
resteration imperatively oalls r = o program of fundomental
policles and methods as outlined i the agonda of this
Conference, Wo lmow thot these conditions have not greatly
improved and that the basic features of the Confeorence

pgonda remain virtunlly ‘(End seven)

HULL
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LONDON
Dated July 25, 1833
Rec'd 7 pm
Secretary of State
Washington

RUSH

164, July 25, 6 pm. (SBCTION EIGHT)
untouched and 1ratsed upon. Ve krow too that the greatest
single step Lhe Couference can take 1a one that would in-
apire confidence; and this step can only be taken by &
determination of this Conference resolutely to go forward
to the solution of each vital problem listed on the agendn.

¥o nation has ever been able to live unto itself and
not becomo backwgrd and decadent. o people in the past
hwehmrmﬂmdmﬂhnhﬂuMlHMMtMGmﬂmmE
benefita of the customs, learning and culture of other
parts of the world and these are only within the reach of
trading nations.

International commerce conducted on & falr basis as
gur agenda proposes is the greabtest peace maker in the ox=-
perience of the human race. The promotion and preservatio
of the high ideals and high purposes of asonomic pomce
brought this great Conforence together and its failure
would bo their failure. o governments within my time hav
faced a gravor economic crisis or come together with a

highor mission. It would be an unforgivable act if they,
through




mam 2- #1684 sceotion cight from London
through local,regional, or othor considerations, should
fail to porform this great trust. Thoy should disrogard
the throats or pleas of minoritica anlfishly elinging to
the excessive tariffs and cthe» fzvors of thelr governments.
A reasonablo cumbination of the practicable phases cf both
socnomic nationallism and cconomic internationelism - avoid-
ing the extremes of oach - should be our chbjcctive.

I want to take this opportunity to express to all
whio have contributed to tho worls of this mssembly - to His
Hojeaty the King who greaciously oponed the Confercnce, to
the Frime Minister who has 80 ably presided over this great
gathering, and to my other follow delsgates - my owvn desap
satisfaction in the helpful spirit of cooporation which
has resulted from our

(END SECTION EIGHT)

HULL
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LONDON
Dated July 25, 1833
Rec'd 7:20 pm
Secretary of State
Washington

RUSH

164, July 25, & pm, (SECTION NINE)
labors so far., e came hera beset by our individual prob-
lams compelled by the necessities of special circumsatances
arising from widely differing conditions in our warlous
countrlies, We have come to a much clearer understanding
of each other's viewpoints and special problems, We have
not permitted immedlate conaiderations no matter how urgent
to divert us from the larger purposes to which we are all
cormitted. We lﬁa'unitsdly resolved to move forward to-
gether in & common cause. It cannot fail to be gratifying
to all who wish lasting success from this Conference that
sreater goodwlll and mutual helpfulness, deeper comprehen-
sion and renewsd determination have come from our dellbera-
tions.

The duty and responsibility of the Conference arae
woll known to us as they ere to svery intelligent citizen
on the planet, I pray that each of us may be given the
light clearly to seo¢ and fully to understand. We cannot
falter, We will not quit. We have begun and we will go
=3

(END MESSAGE)
C2B HULL
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REPORT BY THE BUREAU TO THE CONFERENCE

1. PREPARATION OF THE CONFERENCE

1. The Powers which participated in the Lausanne Conference, on the conclusion of their
work, undertock to decide upon “the measures necessary to solve the other economic and
dﬂ:ﬂﬁ-ﬁﬂmwtmm“ﬁmithmtmﬂmﬁf'.
tly they decided to request the League of Nations to convene a Monetary and
Conference for this purpose, the agenda for which was to be drawn up by & preparatory
qualified experts.

!.Thcﬂumdln{thalmulﬂlﬂmlnﬁn‘dﬂdﬂdlthlwb&mjulytﬂh.
1832, to comply with this request, set up a small Committee (Committee for the Organisation
mmm;mmmurmjmmwmquMmm
what practical steps should be taken,

3. As the result of decisions taken at that same meeting by the Council of the League of
Mations, and on October Sth, 1932, by the Council’s Committes of Organisation, the Preparatory
Cemmission of Experts was finally set up as follows :

{4} One financial and one economic expert from each of the following countries ;
Germany, Belgium, United Kingdom, China, United States of America, France,
Inddia, Italy and Japan.
() Six experts appainted by the Council of the League of Nations, belonging to the
following mations :

For financial questions ;: Poland, Switzerland, Finland ;
For economic questions : Caechoslovakia, Hungary, Argentine Republic.
(&) Two experts appointed by the Bank for International Settlements.

{i}(hncﬁuﬂ'tr:pﬂcﬂ the Rapporteur on financial questions to the Council of
the League of Mations (Norway). 2

I'uwﬂm,mhﬂhﬂmhhhﬁmMWkdlmmMmmmwu
issued to the International Labour Office, which appointed three delegates, and to the
International Institute of Agriculture, which appointed one.

The participation of the United States of America was the outcome of a correspondence
between the Government of the United Kingdom and the Government of the United States,
in which it was stipulated that reparations, inter-governmental debts and specific tarifi rates
(as distinct from customs policy) should be excluded from the programme, whereas the problem
of silver would be included among the monetary questions.

4. The tory Commission of Experts met for the first time at Geneva from October
3lst to November Tth, 1932, under the chairmanship of Dr. L. J. A. Trip, President of the
Metherlands Bank and tative of the Bank for International Settlements. It met for
the second time at the of January, 1983, Its findings, embodied in a Draft Annotated

which was to serve as the basis for the work of the Conference, were submitted on
January 19th to the Chairman of the Committee of Organisation and forwarded o few days
later in that form to the States invited to the Conference,

I

1I. INAUGURATION OF THE WORK OF THE CONFERENCE

5. His Majesty the King opened the work of the Conference at an inaugural meeting held
on June 12th, 1933, at 3 pm.

The Right Honourable Ramsay MacDonald assumed the Presidency, in accordance with a
resolution requesting him to do so which the Council of the League of Nations adopted at its
meeting on January 25th, 1533,

Sixty-seven States were invited to take part in the work of the Conference. Sixty-four
complied with the invitation and sent representatives. In addition the following are taking
panini-tumkhmndvha-{ﬂm ity : the Economic Committee, the Financial Committee,
the Organisation for Commiumn ﬁfmrmmmmdmﬁm.mmmma
Labour Office, the International Institute of Agriculture and the Bank for International

IIl. TARIFF TRUCE

8. Some weeks earlier the United States Government, at & meeting of the Committee of
Organisation, had taken the initiative of the institution of a tarifi truce for the
E::{icﬂufthul’.‘asl’m At the time at the Conference began its work, fourtesn States

, subject to various reservations, acceded to that measure, thercby agreeing that they
would not before June 12th, nor during the proceedings of the Conference, adopt any new

BN, 0000 & LE0S CEj 663 & 4508 [F] 7 LMS0. Meres Al
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Iv.
s meeting, the Honourable Ramsay MacDonald, in the
HM,:'ETLM; ol the mﬁthycmhfm'l whm
dﬁchmhmmhmuphyhmyﬁmﬂlm

His Excellency M. P.Hmhhphh&ﬁm,mlppﬁmd?h-?ﬁdmlhy
the Conference,
The Bureau of the Conference was set 1 and was composed of representatives of the

following countrics : tine hlic, the United Canada, "
le:‘GI'mlny. e T Japan, Mexico, lands, Spain, Sweden, Union
of Soviet Socialist Republics United Statee of Amorica. :

8. After seven meetings, the general discussions closed on June 1Sth. The
fepresentatives of y-four States mh,trphhin;mﬂmo[th&rmunhr regarding
ﬂuprﬁbhmrmmchﬁutmnumlhdupmtnnlm
8. In onder to pursue a method of werk in conscnance with the suggestions of the
hm&g%mﬂﬂhm.mcm:mutuptwum&mmmm
of which all the Nations were represented ;
Monetary and Financial Commizsion *
President: The Honourable James M. Cox (United States of America); Vice-
Presidents : H.E, M. G. Jung (Italy}; Dr, Victor Kienbock {Austiia) ; Rapportesr:
H.E. M. Georges Bosnet (France).

President: HE M. H. Colijn (Netherlands) ;  Vice-Presidents: M, €. V.,
Krogmann (Germany): HE M. Thomas Le Hreton ntine Repuhblic) ;
Rapporteur : The Right Honourable Walter Runciman (United ingdom),

10, After adopting at its first meeting, on June 16th, & programme of work, the Monetary
and Financial Commission set up two Sub-Commissions :
{a) One to consider ' Immediate Measures of Financial Recongiruction,” with the
following items on its agenda :
Credit Policy ;
Price Levels :
Limitation of Monetary Fluctoations :
Exchange Cantral :
Indebtedness ;
Resumption of International Lending,
(&) The other to consider " Permanent Measures for the Re-establishment of an In-
Monetary Standard ", with the following items on its ngenda ;
Functions of Central Banks ;
Co-ordination of their Policies :
Maonetary Reserves ;
Silver,
Whenever the nesd became apparent, each of these two Sub-Commissions appointed small
sub-committees to study special problems or endeavour to harmoniss divergent opinions with
& view to framing draft resolutions to be submitted to it.

11 mEmnmkﬁummluluudivHedupihpmsrmmeolmlufolhmr

Wheat and other foodstufls (sugar, wine, coffee, efc); raw materials (coal,

lmimhi;ndnaritﬂtmﬂwtu, ete,
ﬂcJHﬂmunﬁnhnCu#mdﬁanMm:
vmﬂmqmmummmmmmpnuﬁmmmﬁm;
Marks of origin ;
[daz::m nd mmqummm
and 4 ! ! i idies),
() Public works.




Sub-Commissions were st up in course for the of the items dihhpmu
Mu-m&m&bﬁ%ﬂm “:g;ih the Can-
ference mmﬂdmhﬂmmﬁuuﬂhﬂu tmth‘l‘lﬂ

extended to importing countries.  Similarly, certain private international

ultimately erma
Mm&dhmm;ﬂmtavdmummdmhﬁn&‘m products and raw
were asked to co-operate with the competent organs of

12 On the whole field of work, the common aim of all delegations was to find solutions

of the Mwﬂdw&mmmammﬂmww
When issues before the Conference were approached in this spirit, the negotia

""'“ i ﬁmmmmm gt

13. On the of the two main Commbssiona of the kamhmdnddnd.m
July 6th and 11th, that the organs mentioned below should proceed with the following work :
(1) Monstary and Financial Commizsion

 (a) Sub-Commission [ (Immediate Measures), to proceed in the first instance to the
discussion of the subject of indebtedness,
(%) Sub-Commission II (Permanent Measures), to take up the resolution already
lﬂa&i m&b{mmuttmon the co-operation of Central Banks and on the creation
tral Banks in certain countries where they do not as yet exist, and to pursue l.tuulfh
its Sub-Committees the examination of the question of silver and any other subject on
agenda which might by general agreement be considered suitable for discussion.

(2) Ecomomic Commizsion -

The following Commissions to continue their work ;

{#) The Sub-Commission on Co-ordination of Protection and Marketing and its
various Sub-Committees (wheat, sugar, wine, timber, coal, etc.) ;

(8} The Sub-Commission on Indirect Protectionism,

With regard to the Sub-Commission on Commercial Policy and the Sub-Commission on
Subsidies, it was decided that reparts should be prrtia.md showing the different views which had
emerged during the discussions, and estab ition from which future work should
procesd.

14. The reports relating to the above work are annexed hereto. They will be submitted
to the Conference by the rapparteurs on financial and econamic questions.

The has to a large extent been cleared and the way for further constructive
acthon. documents clearly show the importance of the ns which have taken

and the initial results obtained, Certain of these results have been incorporated in the
orm of unanimous reschutions which should constitute the basis of the final convention and
recommendations of the Conference.

It should be pointed out that wheat was not dealt with officially. Protracted discussions,
however, took first between the exporting countries and then between those countries
and the im countries and it is hoped that these conversations may before long lead to

concrete agroements. -

L]
¥. ARRANGEMENTS FOR THE FUTURE OF THE CONFERENCE

The Conference s recommended to entrust to its Bureau the task of organising the work
to be carried out by the Committees in preparation for the resumption of the plenary meetings
of the Conference and its main Commissions.

For this purpose the Burean recommends the adoption of the following resolution ;

The Conference,
Empowers the President, Vice-President and Bureau :
1) To take whatever action the consider 1 to promote its success,
wmuhmemmﬁmnfmymmmuﬁ}; the Conference or of
of States especially concerned in any particular problem or by the
to experts for study of any special question ;
{2) To determine the date of the re-assembling of the Conference,
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u,p basis of its programme.
With vhwlnqmii: .t'ﬁl mhhmﬁnh-
HE, H.G.Jm;uh-i&nt hdthhhh;mhjﬂhmlhm
Credit Policy ;

Price Levels ;
mmwﬂmymm;

Rmm;ﬂ.mn{hmlmhndh;
second Sub-Commission on ** Permanent Measures for the Re-establishment of ag
Intmﬁuull&nmﬂryﬁmdud with Dr. Kienbdck as President, was charged with the
study of the following points
Fmﬂmﬂﬂﬂlﬂl&nh,
Coﬁdmlinnﬂfthdrm

mwmmm&mm
Mumwlmym

All the countries represented at the Conference were entitled to take part in the work
the twn Sub-Commissions, and representatives of the Financial Committee of the League
Nations and the President of the Bank for International Settlements were also invited
parkicipate, '

Further, each of the two Sub-Commissions entrusted the study of certain special probilems
mdth:dﬂwmgupulduﬂmoluuuummiﬂ!ub-mmﬂtmudummﬂqumd

mhzAnmhniﬁ@mmrmw“ﬁdthhbmmtutm
[ ug;:n[mm questions forming programme as outlined
above, This initial mmt to light the inter-dependence of the majority of the prob-
lems involved, and the necessity for first settling certain fundamental questions which might
pwmnytothelpmuwhhhitmmmﬂm&b{umﬁmtmm It
was, however, agreed after a full of views that solutions of thess fundamental pro-
bilems on an international basis were for t mmmtim jble, and that in these circumstances
it was better to postpone their discussion, The Sub- ions accordingly decided to con-
centrate an those points the discussion of which was likely to lead to & te results, and in
agreement with the Burean of the Conference they ified their programme accordingly.

8. In these circumstances, M;Mthmulhwﬁ:hymwﬂiﬁndmhdhdmthn
Reports they have prepared. These have been adopted by the Monetary and Financial
Commission and I, in my turn, haye hummnhm:thwnmymmrmmnmm
(soe Annexes 1 and ).

4Thc5uh€mummm1umﬂmuullymmm&tmﬂamhﬂmmh g fo in-
dshiedness submitted to it by the Drafting Committes set up for the purpose. The
qlﬁhmﬂuﬂmmmﬂ&hﬂp&tﬁﬂmﬂmmmmwﬂmsdm
Argentine Repablic and the n Republic
The Sub-Commission T brings its Report to a close with the statement that the discussion
of the other subjects on the did not proceed far enough to di mare than putline the
main problems to be solved. t adds that it will, however, be prepared to resume its task at
a later stage.
5. The Sub-Commission Il unanimously adopted the following five resclutions:
{a) A reselution relating to the retum to monetary stabili th!p::éudm a8
mmli‘nnﬂmlmmﬁmhﬂ 1huuiwme:arwymmgn=ﬂu hpgdd
of Cantral Banks.
The Bulgarian delegation made a reservation with regard to this resalution.
[ﬁ}hmﬂnﬂm:ﬂn&mﬁtbemﬂmuimﬂ‘ﬂ&nh
it} A resclution relating to the need for close and continuous nn-nﬁﬂhﬂhﬂm
mwmmwmwﬂﬂmlhﬂlﬂwmm International
Ssttlements in this connection.
tﬂ“hmn'luﬁmrdtﬂuwm ation of the Central Hanks of certain agricultural
to the of those countries.
The Yugoslav tion entered o res¢rvation to this resolution.
tgmmmmm&;mm the adoption of which was m
mm-mt-mﬂmwwm

L o) & ARl

F&s
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Sub-Commission 11 further mentions in its the communication made to it by one
of its Sub-Commitiees reguiding the geneaal of the monetary of Central Banks.
All the Governments represented on the Su Igwﬂm except the
United States . which considered discussion of the question at this
it mmmmm-uMhmmm“u
time other Central Banks on questions of this character to the extent that were
compatible with national policies,

With regard to the amwwmmmmmmm
mam’?ﬁ,m distribution of monetary reserves, Sub-Commission 1]
was not able to complete its Report during the present session.
Itmmm.a.mmﬁmmmhzmsmm
with the study of these questions, to the effect that the for International Settlements
would examine the ntthaﬁldmhupemdlrdumupﬂhhmdmhin
particular, consider h.ritm!a#;u
ljmhurwuhdhlhaplﬂ.
a

extreme im mmwhhhhwubmphuatthmminpulwl{mury
md%mﬂﬂihh@mﬂ@yuﬂwﬂhmﬂdﬂhﬂ%ﬂy
reﬂmtudhthermhﬁnmwbmfmdw questions reserved for further study also
gave riss to exhatstive discussions in wl

grave nature of the task develving upon this Conference by 1

would justify the ho the whole world has set upon it. If your Commission has not on this
mﬁmﬂvﬂﬂlﬁlpmhlwmmbmiudmit,hm:uu!h-tnm will soon be found
to reconcile views which, differing as regards means, are identical as the ultimate aims,
Omn the resumption of the dltnﬂium.whi:hlhenmuwiﬂbempumdw
mmmﬁmmmmmurmmm“tmbymumwm
FhumilCmmhimutthhﬁmmﬁmuiﬂbmﬁﬂlyqu

II APPENDICES

AFFENDIX I

REFORT OF SUB-COMMISSION I: IMMEDIATE MEASURES FOR FINANCIAL
RECONSTRUCTION

Chairman : H.E, M. Guido June (Tealy)
Following the appointment of the Sub-Commission on Immediate Measures for finaneial
i i i

of indebtedness, resumption of lending—the first meeting of mmhdm was held
on June lﬁlhm:lﬁvequ&ueuimwmh&dbcm]m Bth and 21st, in which a general
discussion took place on the of credit pali md(gdmlwth A draft resolution
was submitted by the United om delegation {docoment .M.E./CM.F.8) and a further
resolution was propased by the United States delegation (document Cond, M.E/CMF.14).

Fmrqu]j:sendumfuﬂwndbetwmjumﬂudmﬂﬂh. in which a discussion
took mr.besmbhmuﬂiuda‘nmdm. Drﬁtmduﬂmuwmnhnﬂttdﬁthﬂumm
and ian delegations (documents Cond. M.E./[CMF.13 and 15).

On June 27th, it was decided to appaint a Sub-Committes to make concrete proposals
relating to the procedure to be adopted.

This Sub-Committee met the tame day and decided to appoint two
Enmmirtsulnpuplmrnduﬁm. lhefu-stm:hequuum nl'l‘.'ruditpol:l.qundthc
an the problems of indebtedness,

The first Drafting Committes met on June 28th, and discussed a paper submitted by the
United Kingdom delegation. However, the working of this Committee was deferred in view
nfwmnmudmgmzpmdhﬁtyndmddng. for the time being, full agreement on

The general was reviewed by the Bureau of the Confersnce t its th ul
ﬂnmnmehbcmr:memnpumqum.ﬁﬁnﬂmﬁ
which, hﬁdﬁmmﬂhwm.

. The
i lﬂlhnuhldh‘:dMMhlphudhylmtha'




by :
may in certain cases be necessary for the re-sstablishment of eq . It should not,
however, be dealt with in such a way as to impair eredit.

zmmmmhwuwwmwmuymuhmmm
hyd.wn-unuumtruhmtnppihhhmnﬂm. But debtors should make every
m&ﬁmtummmﬂthﬁrﬁmnﬂmﬂlﬁlmm. It is indis-
pmubh.hdmd.!wthmﬂmﬁmu[u‘udhwmmmuberﬂmmhth
beence of modifications agreed between the parties concerned.

all

concerned to secure the maintenance of , therefore, be limited
to those cases where they are unavoidable, be made between debtors and creditors
and be based on the debtor's ability to pay. As te loans, it is in the imterest
dmmumfhmsdmwmh&umngmuﬂ[m-um“ﬁn t
adoption at the same time of a programme sconomic and by the
debtor countries and its effective application.

4. Tt is desirable that in each of the countries concerned thers should exist organ-
mﬁmm;pmmmwtmmwalmﬁmmmmmmm.
indudiug,in-uhnhhum.:hmtuwﬂulun;mmm,mdﬂntnch tions
should maintain such contact with one another as may be necessary to tate their

5. The question of intergovernmental debis lies entirely outside the field of discussion
of this Conference.

mdbemmnahknthutmhjmmthnqmdndjﬂmtp@mdium;hmdom

than outline the main problems to be solved. Your Sub-Commission will however be prepared
to resume in order that its task can be completed at a later stage. :

APPENDIX 2
REPORT OF SUB-COMMISSION I1I: PERMANENT MEASURES FOR THE
RE-ESTABLISHMENT OF AN INTERNATIONAL MONETARY STANDARD
Chalrman: Dr. V, Kimwedcx (Austria)

1. On June 18th, MHWWMtnﬁMiumk
between two Sub-Commissions. Su ion T1, with which this report deals, was st up
to consider Permanent Measures for the Re-establishment of an International Monetary
Standard, The agenda proposed for the Sub-Commisston was :

The Functions of Central Banks ;
The Co-ordination of their Policies ;
Monetary Reserves ;

Silver

2. All the delegations at the Conference were invited to send representatives to the Sub-
Commission. The tatives of the Financial Committee of the League of Nations and
the President of the for Internaticnal Settlsments were also invited to co-operate in its
work.

Dr. V. Kienbdck (Austria) was appointed President of the Sub-Commission.

L treE) an
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the Sub-Commission took as the basis of its discussions
lt’&m -~ 3“-#: ted States tion (document Conf, M.E./C.M.F. 5),

i
Bulgarian, Latvian, Polish,
MMH.B.EH.FJ}. It was decided to set up two Sub-Committess, one to deal
with the of and the second to deal with the technical monetary problems con-
nestod hmﬂﬁdmﬂm. Senator Pittman presided over the former and
Pr. Kienbaclk, and in his absence Mr. Postmus, over the latter,

4. At its second meeting on June 20th, the Sub-Commission unanimously adopted the
following resclutions (document Conf, M.E,/CM.F.9) :
L (a) That it is in the interests of all concerned that stability in the international
monetary field be attained as quickly as practicable ;
(¥ That gold should be re-established as the international measure of exchange values,
_timie dnd parity being for each country to determine.

5. Aftér private discussions and conversations among the delegations primarily concerned,
fhe Sub-Commission, on | 20th, on the recommendation of the Sub-Committee on Silver,
unanirously adopted the draft resolution which was based on a draft submitted by
the United States delegation :

Be it resolved to recommend to all the Governments Parties to this Conference

V. (@) That an t be sought between the chief silver producing countries and

thase countries w are the largest holders or users of silver, with a view to mitigating

ﬂnctunh'.omlnl‘hupﬂt:duilm:anitht&eﬂlhﬁmﬂoﬂanutp&rﬂutnmd&mt
should refrain from measures which eould appreciably affect the silver market ;

(¥) That Governments parties to this Conference shall refrain from new legislative
measures which would invelve further debasement of their silver coinage below a fineness

e B0 1000,

{e) That shall substitute silver coins for low value paper currency in so far as the
hdmm‘ylmth:-{-lmndiﬂuuoiﬂnhmnlryﬂﬂpﬂmit:

; d]Thnuﬂnrlh:pmviﬁumdthhmmnnmmhjmmmlnumumﬂm
mdl(hﬂt-ﬂnm:

The requirements of such ions shall lapse on April 1st, 1934, if the agreement
mm?cdin ph (a) does not come inte force by that date, and in no case
shall extend beyond January 1st, 1938 :

Governments may take any action relative to their silver coinage that they may
deem necessary to prevent the t or destruction of their silver coinage by reason of
a rise in the bullion price of the content of their coin above the nominal or parity
valus of such silver cain,

6. The Sub-Committee on Technical Monetary Problems began its work on June 21st,
ﬁm-mmmnurmu?-lﬁummm;ummuﬁummm
(&), i’qui.ﬂd ) af the draft resolution presented by the United States delegation (document
Conf. M.E.(C.M.F.5). Mr. Fraser, President of the Bank for International Settlements, was

Y appainted rapportenr,

7. At the fourth meeting of the Sub-Commission held on June 28th, the following resolutions
were presented (document Conf. M.E_JC.M.F.19 (1)) :

I (¢} That under modern conditions monetary gald is required not for internal circula-
tidn but as a resérve agaitist Central Bank liabilities and primarily to mest external demands
E:’p(ymmh caused by some uilibrium on the foreign account. It is consequently

esirable to put coins or gold certificates into internal elreulation.

E:ﬂ That in order to improve the working of a future gold standard greater alasticity
be given 16 Central Bank lagal coveér provisions : for instance, in 8o far as the system
of perced jﬁﬁoaml:ﬁ:dumhmn&uammmmm -five per cent.
showld be considered as t; similar elagticity should be achisved lpﬁup'i.lu
measures where other systems are ed.  However, such changes must not be taken
as an excuse for unduly building up a supérstrocture of notes and credits ; in other
words the effect of this resolution should be to Increase the free reserve of Central Banks

and thereby to strengthen their position.

These resolutions were unanimously adopted by the Sub-Commission with an amendment
Wfﬁ%ﬁ#@mmr&ﬁwm"mmﬁﬁwhﬁ
' ratio " in draft ; Bulgarian delega whils draft resal
c]m-dathmmmug t canditions it Government wad mmiuc.:m

's gold reserves to mest uilibrium on the forelgn account because such a stap

would prove saridusly prejudicial bo public ssnfidenss In the note ciroulation,




W.wiuhmﬂm.mmﬁmdﬂu of silver and any
other subject on its agenda which may by general agreement considered suitable for

10, In pursuance of the Burean's resolution, the Sub-Commission met on Jﬁ 14th, and
2]“}' = adopted the three following resolutions (documents Conl. M.E./CM.F20,

1I. mmmumumﬂ.mmmwﬂvmummﬂmﬂ
gold standard with the necessary mechanism for satisfactory working, that independent
i appropriate currency

adequate Central Banking institution.

111, mmmmmmaﬂnﬂmdwmm
regard to the tuﬂityddmmdmﬁnmumﬂpmﬂmmmmmh
The Bank for tmﬁuﬂkﬂmwmymmﬂﬂdywmpﬂm
mijhyimgruﬂqmm.hntahuumimlmmhrmmuﬁqu.

1v. ﬁn&tb—tmnnﬁﬂmhuummunlthswdmmm
with 2 view to secusing the adaptation of the Central of certain agricultural countries
tnmmﬁnlmmﬂ:mﬁﬂmnftmmmﬁsmdmﬁmwmm
discussion thereof. The Sub-Committes feels that the local conditions in each country
wiﬂtunvuyh:‘gemmtdﬂtmﬂmthemhﬁmmhsd in this matter and suggests
that if any countries desire advice on these questions in of their technical character
they mi twwht&yhnwﬂutdbfthnhmﬂuwmm
competent to advise on these matters.

The Yugoslay delegation made a declaration accepting resclution IV, at the same time
stating that the legal minimum cover should not be diminished below the percentage
recomemended by the Sub-Commission in resalution I (d).

1!.Th:5uh-mmmlulmbdd[mﬁnﬂmuﬁngﬁnmmm1m:w]1ﬂy 2th.
The following resolution (decument Conf. M.E./C.M.F.29) was communicated to it
The Sub-Committee aj the annesxed statement of general principles of Central
Banks monetary policy w was laid before it.
(1) The fumﬁnniranﬂnpldmnduquﬁrumth:ﬁnt the
adoption m\ﬂuﬂﬁmﬁﬂ Bank of a poli d.uignbdwmintﬂnpilf:ndl-
mental ibrium in the balance of payments of its country. Gald movements which
reflect a of m:hmequiﬁhﬂumtomﬂrutcthﬂﬂfnmmmﬁnl factor in deter-
mining Central Bank policy.
Eh Gold movements so far as they scem to be of a more t character
mﬂyulhpnv:nudfmmmgthi:hﬂmuﬁtbﬂhinthgmty
ludngguunmhmmntryrsn&ﬂqgﬂd.
{E}“Whguldihmﬂdbeaﬂmadﬁulymﬂwmtdlndintulhtmmﬂh
mnml'md.&niﬂlhﬁhahﬂuﬂblﬂphpﬂpuﬂdtﬂhﬂygﬂd:tlpﬂblﬂ an-
nounced fixed price expressed in their currency, and to sell gold at a pu icky
mnmmndﬁmdpﬁu.uprmdhtbﬁrmnmcy.ﬂuhtmﬂluﬂwhmnw
rates reach gold points.
(4) Central Banks should obtain from their markets the fullest possible informa-
tion concerning the demands that might be made upon their reserves.
(5) Since as already stated under (1 t.hupmp:rlumﬁnd.ngulthcgnldnﬂndu‘d
requires in the first place the adoption each individual Central Bank of a palicy
dgdpndtnmninmnlhndamhlquiﬁhiumhthhhmedplmudfu
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the purchasing power of gold.
(6) With a view to arriving at an interpretation of the data revealing the
of ts in general activity, and at an policy, Central
Banks consult together continuously, each Central Bank case of difference
of acting on its own judgment of the sitnation, The Bank for International

Set ts constitutes an essential ¥ for Central Bank action designed to
] 3 :

continue to be emplayed, as far as 'hh.iurthernl'mtimu{th:prhﬁﬂuut

forth in the present note. nmmﬁc’;:mm:;gmmma tion of the

Fﬂtﬁ]ﬂuﬂlth!wnrﬁnga[thcgaﬁltm:d study such m tions thereof

s experience may prove desirable.
ﬁp‘mmlmthzmnhdmmmdndbyﬂmnhupmmtdullheﬂub—

Committer on Technical Monetary Problems, except that of the United States of America, which
I dh:u-imoc!thgq;uﬁanatthhtimspu'mum.it ing understood that the
to confer at an opportune time with other central banks
on questions of this character to the extent that they are compatible with national policies,
The Sub-Cammission further book note of a report from the Sub-Committer on Technical
Hmurfhuhlmmmningﬂnrmmhgmh ects on its agenda, incl; a draft resalution
submitted by the Irish Fres State delegation (document Cond. ME/CMF.12), The report
was as follows :

The Committes has not been abla during the present session to complets its repart on
the section of thnﬁnmtateddgmdnduﬂngwhh the gold exchange standard, with other
methods of economising gold and with distribution of monetary reserves,

As regards the gold exch mmm.ﬂ::ﬂwﬂtuernmmmmdsthllthuﬂlﬂfw
International Seﬂhmmhwmummupwﬁueprmdtnnnudyndthaqmim
and ly that it should examine to what extent it will prove possible to aveid
certain of the defects which this system has revealsd in the past.

12 Thhbﬂmmkﬁuuwuhdtuchrﬂy the permanent princi of monetary policy
that ought to be pursued in future, Tt is satisfactory to note that it nfmﬁ A measure
mmlntimmdmeithalpmmmbhtnmmhfuﬂacrummtnumtnhimpwtmt
problems, This may be seen from the text of resolutions a . _The same unanimity was
uv&utmmmdmtbnmhyntmmlhnkc&w' . Finally it should be stated
that the important task which the Bank for International Settlements must discharge in the
Tuture was fully recognised,
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I. REPORT BY THE RIGHT HONOURABLE WALTER RUNCIMAN
(UNITED KINGDOM)
The work of the Economic Commission with a general discussion which revealec
materia) with which

the necessity of up the vast which the Commission had to deal into
mum

(1) Return to normal condit of trade; gradual abolition of restrictions upon the
exchange of goods and of forelgn exchange control, ete.

(2) Tariff and tréaty policy, including the rigime of the most-favoured-nation clause.
(8) Co-ordimation of Producfion and Marketing :

Wheat and other foodstuffs (sugar, wine, coffee, etc.) ; raw materfals (coal, timber, ete.);
industrial and agricultural agreements, etc.
() Measures other than Customs Duties and Prohibitions :

{1} Various messures grouped together under the designation of * indirect protectionism',

{#) Veterinary and phyto-pathological measures,

{3) Marks of arigin.

{4) Direct and indirect bounties, in particular, shipping subsidies.

m?wmmnmupmu Sub-Commissions to study these three groups of
qu ns.

{dy Pablic Works: The Commission itsell dealt with the question of public works.

Ap (o) ComumeERcIAL Poricy
Chairman : M. C. V. KroGMANY P[Gcmu.n:.r]

As regards restrictions upon the importation of goods, the discussions of the Sub-Commission
have shown that all delega are prepared in pﬂndtﬁz to support the gradual abolition of
these restrictions subject to the provisos mentioned in Report (Annex 1).

The debates on tariff have also shown that the various countries unanimously
consider a lowering of the wve tariffs as absolutely Indispensable. Although the methods
advocated by the various delegations in order to attain this end differ, the discussions have
nevertheless made it clear that in all countries tarifi disarmament is regarded as essential if
international trade, which is contracting more and more is to be revived.

The régime of the most-favoured-nation clause was likewise the subject of very keen
discussions, This régime has also been shaken by the effects of the economic depression ;
it is therefore not surprising that the traditional interpretation of this clause riises serious
difficulties in the present crisis. In the Sub-Commission, several delegations voiced the desire
that the rigidity of the clause should be relaxed by the recognition of certain new exceptions.
There was not ll1:|.ﬁ||:ier.t time, however, for the Sub-Commission to reach definite conclusions
in this matter,

Ap (8 Co-onpisation oF PRODUCTION AND MARKETING
Chairman : H.E. M. Thomas Le Baeton (Argentine Republic)

This Sub-Commission had at first occupied a comparatively modest place among the
great problems to be discussed ; it developed, however, even the limits originally
contem . It was directed to meeting a deeply felt want, for one after another the
delega interested in certain important branches of production asked that the latter shoald
form the subject of a special study. The Sub-Commission's task became increasingly compli-
cated and more and more Sub-(immittau were et up.”

Naturally, they could not hope, in the short time that remained to them, to reach precise
and definite agreements concerning the products under consideration. Thanks, however, to
the goodwill of the members of the Sub-Commission, it has been possible in almost all cases
to make satisfact rogress. In this list of products, including not only the principal

unmmﬁl.t . but also some important raw materials, it was onl ible to
urpnhemmtmdmmpﬂratedmhquirylnwfhoﬂnthmuﬂn;m the obvious desire
for such an inquiry of the producers themselves, represented by the delegations coneerned,

There was, in short, an impression that this examination'of possibilities of agreement
would enable the evil to be attacked at the root and would e the ground for a useful
resumption of the discussions on general problems which had temporarily suspended.
: Bututhzum:lh;e.itwwﬁthﬂ%muﬁnm dlﬂgmlﬁm inpmneiedim
rom the laying down of general princi to their practical application, especially as it was
necessary to bring wgethuthnlnumundpmdudnguﬂn{mnnﬁ:gmtﬁu.

' At the st meeting of the Ecenombc Commission, the United States delegation brosght forward & suggmstion

furthes % Commercial
!nu-ha mwwﬁhﬁmnwuwm af & programms on
L VT AW



AD (g (1 to 3) Measurys omiex THAN Custous DuTiEs AND PROKIBITIONS
Chdm.n:ll,!‘:m:miﬂdg{um:
I.thumgmupdadwﬂthﬂﬁn‘ufﬁlﬁm!ﬁmhﬂpdm
Th:lumind&mtpmmumhmcm:ﬁmtdimmdmbhm. For

Several years, o number of cases have been studied by the Economic
Committes of the Iunnc! Nations with the co-operation of national administrations
and of qualified experts,

Mwmk“hmimpﬁuhdmm&tqmum_ﬂu Sub-Commission eon-
ddﬂadthntitmmwﬂ:dmdhcliuaﬂnmm a general formula to be
embodied in commercial treaties, It s of opinion that the adoption of an equitable treatment

woddfmtbsdmpﬂntnndmmeﬁmh:mmu{mﬂngmd constantly

elauss

arising in the sphere of indirect protectionism
Finally, .MSub%uumnrmmﬂ.tMmmm;uta Conference at an
mpﬂnteduhonﬂuhuhnlthewrkﬂ:ﬂdymwlkl:ﬁdhyt Economic Committes

As regards velerinary m.m:hbmmmnththnmdrdtm-
ventions prepared (t,?r the Economic Committes of the of Nations should be submitted
plomatic conference and that the work bed carried out under the a
of that Committee, in particular that relating to the trade in meat and livestock, should be
continued and extended.

It also provides for the tion of certain princi designed to ensure better
international co-operation in !hnm fiedds. o

3. Marks of Origin,

Although on this important question the efforts of the Sub-Commission did not lead to the
establishment of a draft agreement which could be unanimously accepted, it is nevertheless
satisfactory to note that the Sub-Commission considers it possible to achieve substantial fra-
Eress by means of an international agreement. nt was reached on a number of im-
partant points and the Sub-Commission asks the Bureay of the Conference’ to provide for the
continuation of its work,

An (e} (4) BounTies AND Supsinies
Chairman: Dr. E. L. Burcm (United Kingdom)

The influence which many categories of bounties and subsidies may exercise on international
economic relations was not contested in the Sub-Commission, Among such measures shi
subsidies msubﬁ':-ted toa particularly elose study on aceount of their effect ypon the Orgamdsa-
tien of maritime shipping and the freight market,

Several delegations belonging to countries which are of special importance from the point
ﬂﬁietudmm:mlﬁpphgwmn{updmmthnladiﬂmuiunregudingrhepm af
regulating this matter could only be usefully pursued when the special crcumstances wtil-;h
had led to the adjournment of part of the Cm!irm'a work had disappeared,

In these circumstances, the Sub-Cammission has decided merely to subsmit a summary
of its work, which will serve as a useful basis for subsequent discussions,

Av  (d) PusLic Works

An examination of this question by the Economic Commission had to be postponed at the
ropeess reqiest of the representatives of the International Labour Office, who were kept at
Geneva until the end of jﬁne by the International Labour Conference,

As the problem of public works has both economic and financial as ts, it had been
understood from the beginning dthcmmmtiluumhmmiﬁmbmhm
to be set up by the Economie Commission and the Monetary and Financial Sﬂlmkdnn
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Economic Commission examined this question in the presence of ves of the
International and the for and Transit of

Labour
the League of Nations. [t has not been able, hww.u-tuplnbmlthnlwthhm
gwihhwjm! Financial Commission has for its part not yet been able to

The Economie Commission recommends that the Bureau of the Conference appaint this
sub-committee, which should be composed in such a wa that due regard would be had both
to the economic and social and to the financial aspects of the matter and convene it 4s soon a3
wm?mammdmwmmmdm
Conference, Appendix 5],

In addition, the American delegation submitted a proposal to the Economic Commission
ﬂmm;lmdmhﬂmnfmmmmtmﬁmdluﬂcﬂmrﬂuh
proportion to the increase in production. The Commission proposes to refer mllauuﬁim
mthembmmhlu.fhu:p;:hmmdwhﬁhhmmﬁummnm arder
to consider the problem of public works and other means of reducing unemployment.

II. REPORT BY HE. M. THOMAS LE BRETON (ARGENTINE
REPUBLIC) ON THE WORK RELATING TO THE CO-ORDINATION OF
PRODUCTION AND MARKETING

A

The Sub-Commission had before it a proposal by the French delegation (document Cont,
M.E./C.E.18) which had asked the Conference to examine the passibility of agreements between
Governments on, certain products for which the interventbon of the latter appeared to be
NECESSATY.

It was therefore confronted with a vast plan of action I:d.lnnrdumthﬂpm
it was anxious to begin by a discussion of the general principles which govern the agree-
ments to be concluded with a view to a readjustment of supply and demand. Extreme caution
is necessary in regard to such matters: any mistake in application might bring about the
opposite results to those desired.

A plan submitted by the United Kingdem delegation (document Conf. M.E./C.E.IT)
dtﬂnedthemﬂd{tiumwﬂr.h:Jlsdnmnafthhnatmuhwl&htﬁl,ﬂnflhmmthgm
the fundamental idea of the necessit of obtaining a carefully balanced proportion. It was
exhaustively discussed and the Su ission, taking into account the observations made
by various tions, arrived at the following test, which in view of its importance 1 here
reproduce in full (document Conf. M.E./C.E33):

1. lnnfdu'touduinthemﬁmlhnnfmﬂpmpﬂity.ithmﬁllhmm
purchndn;pawuufthp‘ndummufﬁmmpmdmuhyﬂﬁngthnmmmdm
products to a reasonable level.

2. In the exceptional conditions of the present world erisis, concerted action 18 required
for this purpose, Amirmanfmmmmmthntmaybeuhmtumtmmpuﬁhm
puwuuip-ndmnmdmmumdthuminﬂﬂum,ithdﬂiuhhmtam
should be adopted for co-ordinating the pmd.u:t‘mnmdnmtcthguimtﬁn i
mnd& magmutltuglwtﬁmttummmmddmﬂmmﬂh'mmmﬂmiug

itions :

:n}m:nmmnditymuubeuurm‘gmlhupnmnmfwinwmﬁm trade in which

'rhth!hnmhmmufp‘nducﬁumnrﬂaﬂ!ﬂmmllhtﬂpmﬁ]mm.

{#) The t should be hensive as the commodities to be ted,
that is, it d not be 5o wm?!dmmutme related or mw?‘%ﬁm.
if their inclusion is necessary or ble to ensure the success of the plan.

{cht:hmldh:nmpfdmliwumnrdupmdumtbuh:
{l]ilﬂmﬂhmht!manmuﬂmmnﬁmtumﬁ
npminqmtﬂu,mdwithinthmmunuhumﬁﬂmnjmﬂyat
producers themselves :

{if) where necessary or desirable for the success of the , it should i
for the co-operation of non-exporting countries whose Fﬁd&h;on iumnalm
() It should be fair to all parti bath producers and consumers, it should be designed

to secure and maintain a and remunerative level, it should not aim at

discriminating against a particular country, and it as far as possible be worked
with thciﬁmmw&m%“hmhmmmmmm
wﬁywﬂﬁmwmiﬂm enance of regular supplies at fair and

stable p

(L] AR
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be administratively practicable, that is, the machinery established for jts
must be workable, and the individual Governments concerned must
and the will to enforee jt in their respective territories,

as

be of te duration, that is, it should contain provisions for its eon-
ndupm“ to give assurance to all concerned that its ebjects can be

be flexible, that is, the plan should be such as to permit of and provide
and orderly expansion of supply to meet improvement in demand,
should be had in each country to the desirability of encouraging efficient

i

=i
F iy

E[Eht

&) Due

i

%

{

The details of the agreements to be concluded could obviously be settled only by the
countries concerned.  The Sub-Commission considers, Imrtv{:m. that “mwth?y the
conclsion of such agreements i u?llwing ciples on which should
:Ehnd. mfwlhﬂq Hrﬂcd‘l’d{:::mmpput, Iu;:;.'l:l

t out that several have strongly emy the nocessity of not prej ng
1hhmﬂhmﬂw%.ﬂhwmmwm hdtnwmﬂ.

, the discussions of the Sub-Commission have given prominence to two ideas to
which attention should be drawn :

The attempts made hitherto to organise certain special branches of production have rarely
been successful, but it was observed that such attempts were isolated and remained within the
ambit of a single category of producers and consequently were complately at the mercy of the
opposing interests concerned, -

Within this Conference, on the other hand, such attempts are considered as so many parts
of a concerted scheme intended to give fresh impetus to economic life, It follows that, while
taking most careful acoount of the opinion of those directly concernied, withaut whose sincere
co-operation it is very difficult to operate schemes of this kind satisfactorily, the Governments
seem called upan o consider these schemes,

It has been pointed out that their direct intervention may even, in certain cases be necessary,
provided always that it may, and perhaps should, have a purely temporary character,

C

The chaice of products towards which the first effort at organisation was directed, was to

depend on two conditions :
(1) The greatest possible number of producers were to be included :
(&) The product must lend itself as much as possible to international regulation.

The French delegation to examine and conclude Government agreements an the
best way of regulating the uction of and trade in the following products : Wheat, Wine,
Timber, Cotéon, Wool, Coal, Copper, Silver,

mmtnlmmprnducuwummrmud by Sugar at the request of Cuba and the
Netherlands, Coffee at the request of Brazilinn delegation, Cocos at the request of the
ddmnf Ecvador and Venesuela, Tobacco at the request of the delegates of Bulgaria, Greece
and 1":?dﬂin.tth!rbql.lantuir.'l:e:1-.'.l-ug;til;un:|lIra.1:|.. Tin at the request of the United
Kingdom and the delegation of the Notherlands. Sidver was placed on the agenda
of a special Sub-Commitiee of the Monetary Commission,

A memorandum explaining the agreement recently reached on Tea has also been lnid
before the Sub-Committee. .

In the case of Waol there was no question of any measures affecting production, but enly
of a Jowering of ;mmmiﬂnnnditmmdthtmthuedrmmanmthnqnuﬂon Lame
within the terms of reference of the Sub-Commission on Commercial Policy.

The same applied to Dates,

quudlfm,lh:dummdsuﬂh:tuhmpmdudngmmnhurﬂwmhﬂym
the question of customs duties. At Geneva, meetings w by the Commission of Enquiry
furkm-upﬂ.uﬂnlonhad-lmd considered the prol of tobacco grown by Greece,
Turkey and Bulgaria. The Su ion for the Co-ordination of Production, to which
mdzﬁ.uimmpmlhh.tdbuhnbuﬂttad,mmub]emmimthapuﬁﬁmydmngml
between European and extra-European producers,

For lack of time the question of cotton was not touched upon.

mhb{mmhdmpmmdadtumnjmnthdth!mhwpmdmumthlht In
many cases it set up special smaller Sub-Committess to deal with a cular article,  The
countries specially concerned with that article were represented on the Syb-Committes together
with other countries which represented the consumer's interests,

MMuwumwmmbmmrum&ﬂummmmm,
are enumerntod below :
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1 {a) FoopsTurrs
The International Institute of Agriculture has been make a preliminary study
of the with the International cmmlmm
mwnmhmmitmﬂ Iﬂ[ﬂedﬂaﬂm 3

2 5

ﬁhﬂndﬂuMMhu uested to keep in touch with the International
mmﬂmmmemnm@mﬁmwmmumumumm
a further meeting in order to bring about the conclusion of a general agreement.

3. Wine

The International Wine Office is instructed to follow in co-operation with the Economic
Committee of the League of Nations and the International Institute of Agriculture, the various
points of the plan drawn up by the Sub-Committee,

4.
and proposals of eountries with o view to the co-operation of
production and mmmuy the organisation of some international body, to be
submitted to the Secretary-General of the Conference,
Eﬂm
The chiefl cocoa ndngmmﬂuhwb:mimmdhmhﬂtmm&mry-ﬁm

of the Conference opindons and proposals with a view to summoning a subsequent meeting.

(4} Raw MATERIALS
1. Timber

As useful negotiations are in progress discussion has been adjourned until the beginning
of October, 1933, when a further meeting may be arranged.
2. Coal

The competent o sation of the of Nations will follow this work and ensure
that all interests have safeguarded. Council of the League of Nations is w:ﬂ

to call a Conference of the ipal producing and consuming countries to e
measures to be taken if this eflort has not within six months given the desired results,

a C‘#p

Governments of the copper-producing countries are invited to sobmit before
September 15th to the Secretary-General of the Conference their views and concerning
the organisation of the production and international trade in coppes a view to the
summoning of a meeting to examine whether it is desirable and pmlﬂ:hmn:lm:m
agresment.
4. Tin
It has been recommended that the countries which are not members of the International
Tin Commission, should enter into negotiations with that Commission.

[t Al



-
III. APPENDICES

APPENDIX 1
REPORT OF SUB-COMMISSION I: COMMERCIAL POLICY

{Revised text taking into consideration the observations of the Belgian, Estonian, Hungarian,
Latvian, Lithuanian, Persian, Polish and Union of Soviet Socialist Republics delegations.}

The terms of reference conferred upon the Drafting Committee of Sub-Commission I by
the Burean of the Conference are worded as follows :

“In order not to lose the benefit of all the discussions which have taken up
to now in this Sub-Commission we suggest that a Drafting Committes of this Sub-
Commission should be appointed to embody in a reg:rlih!dt&umt ideas and different
points of view which have manifested themselves during the debates. This docament
will form a valuable basis when the discussion can be resumed.'

In accordance with these terms the Drafting Committee has prepared the following report :

I

GENERAL DBSERVATIONS

1. The Sub-Commission set up to study the problem of Commercial Policy has, in the
course of its discussions, considered two fundamental questions ;

(s} Abalition and reduction of quantitative restrictions to the exchange of goods and

pmfraﬂve restoration of normal H

(&) Tarifl policy and the most-favo nation clawse,

2, It should be stressed at the outset that the hypothesis on which the whaole work of the
Su was based was the stabilisation, or at any rate the de foclo stability, of
currencies, When events showed that this ypothesis could not be realised, at any rate at the
moment, several countries, in view of the fluctuations in the exchanges, deemed it
to reserve full liberty of action in the matter either of quantitative restrictions, or foreign
exchange control or customs tariffs.

Other delegations were of opinion that it would be expedient to endeavour to draw up a
pasitive and constructive programme, indicating the measures which they were prepared to
take in the sphere of commercial policy when stability had been achieved. This divergence
of opinion made unanimons agreement impossible,

II

QUANTITATIVE RESTRICTIONS TO THE EXCHANGE oF Goops

Al the delegations are agreed that these restrictions, whether direct or indirect, must
disappear as soon as possible. Reservations have, however, been made by some delegations
in regard to the maintenance of quotas for agricultural products umtil time as sufficient
progress has been made in the international co-ordination of producticn. In this connection,
other delegations representing agricultural countries declared that their countries could not
abalish the import prohibitions d on manufactured articles so long as other countries
found it necessary to maintain restrictive measures on the import of agricultural produce,

Certain delegations have expressed the opinion that the maintenance or introduction of
cerfain restrictions may be necessary as a means of earrying out concerted programmes for the
co-ordination of production and marketing. ?

Various proposals have been submitted ;

1. The unconditional and complete abolition within the shortest possible time of all
import prohibitions and quotas and of any other arbitrary restrictions ;

2. The concurrent abolition of import quotas and exchange control by the simultancous
conclusion of two general conventions so framed as to ut,n.t:‘ljlruh a4 progressive
parallelism Between their effects

3. The conclusion of a convention based on the text of the 1927 Convention for the
Abelition of Prohibitions and Restrictions of Imports and Exports, so
modified as to adapt it to present circumstances (in particular, a transitional
gystem and a 100 per cent, quota system would be introdiced) ;

4. The conclusion of an immediate truce to restrictive measures was also advocated,

! The Persian delegation would like to draw attention to the obssrvations reprodeced im documest Cont,
:Eﬁf‘ﬂ. mﬁmmmmﬁmmumtmmdmmmmmm
view SCaGomic which prevails |= oas of the bouring coustries with which Persis hay
commercial felations m%mhmhﬁ:mmmm;:“hmmm
'] ooumtry.

industries and for the safeguasdi

£
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Sub-Commission began the study of a draft of for the Return
to Normal Conditons of Trade which was prepared on the basts of the discussions on this question,
ummanur,m.pm , and the General
thmd-mnm been Conf. M.E.[C.E./
Comité de :mmmmﬁmmw made their undertaking
con not upon the de facio of currencies, but also on the made
in the restoration of the monetary and situation, with regard to e control
the of the preduction of certain excessive tarifis indirect
pro in its various forms.
I
Tamrr PoLicy asp THE MosT-FAvoURED-NATION CLAUSE
A..Tﬂl}fh&cy’

The problem of tariff policy has been discussed by the Sub-Commission.

The need and urgency of reducing excessive customs tariffs were unanimously admitted.
Views differed, however, as to the best means of effecting this tariff disarmament.

It should be noted that some delegations held that before tarifis are reduced, the t
custasns truce should be but made stricter ; Mhmny.kihndﬂmthnm
lhermrmhm:hgmh tm[mpu;tiﬂ. Other mm m]ﬂ:'n
iumuﬂ:hm m 13 truce favours countries wi \!had,gedl‘hmm
round with a policy of exclusive nationalism,

With regard to the actual means by which the problem of tariff demobilisation should be
attacked, three different points of views have been voiced in the Sub-Commission.

(1) A collective or general convention could alone attain the desired result ;
(2) Customs duties could only be lowered by the conclusion of bilateral treaties ;

‘ﬂlﬁn method should be excluded ; that of a general convention and that of bilateral

treaties might be adopted concurrently.

Among the countries which are in favour of a collective or general convention, some
mﬁdﬂthﬂh:i&luhmﬂdbelﬂdmﬂymdnmﬂ by uniform annual percentages (principle
embaodied in the Ouchy Convention).

Those delegations which recommend bilateral treaties, on the other hand, argue that a
horizontal reduction of customs tariffs would not be equitable since it would penalise countries
ﬁmmmuwmmmnumlﬂI.hamncililihulimn‘ln.chmtry.
It would also disturb the balance of the general system of customs tariffs.

B. The Most-favowrad-Nation Clause

This problem has also been studied by the Sub-Commission especially from the point of
view of the exceptions that might be allowed in order to make its application more elastic
and better suited to present conditions.

There was a general opinion in favour of the maintenance of the most-favoured-nation
clause, in its unconditional and unrestricted form—naturally with the osually recognised
exceptions—stressing the points that it represents the basis o mmw%
and that any general and substantial reduction of tarifis by the method of bilateral trea
is only possible if the clause is unrestricted, and that this method would avoid the constant
resumption of negotiations.

However, certain delegations manifested a strong tendency in favour of new
exceptions in addition to those hitherto unanimously admitted, on tmamd ﬁmh
the unconditional and unrestricted most-favoured-nation clause does, r normal conditions,

secure for trade the indispensable minimum of guarantees and prevents arbitrary and discri-
minatory treatment, if insisted upon with too great rigidity, it may sbstruct its own purposes
in a period of crisis and difficulty such as we are now passing through.
As regards the nature of these exceptions, epinions differed very widely, and the following
recommendations were made : /
An exception in favour of collective conventions for the reduction of economic
barriers, open to all countries.
An exception in favour of agricultural products ;
An e in favour of agresments arising cut of historic ties between certain
countries, to a favourable opinion by the Council of the League of Nations ;
An exception in favour of agreements binding only those countries which undertake
to accept o certain regime and to maintain a certain standard of living for their popula-
tion ;
An exception in favour of the agreements contemplated at Stresa and in favour of
regional and collective agreements concluded under the anspices of the League of Nations ;
An exception based on reciprocity and equitable treatment.

L vpoan) AR
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request also made to examine the ol special agreements
H-Luﬂ;:umsuuhmm hmmhnmpm
Sub-Commission has not had time to ascertain the views of the different delegations

.
. =

on tariff policy have boen submitted by the Cuban delegation (bases of
i ting wirs, document Conf. M. E.6) and by the Roumanian
delegation (document . M.E.JCE.57). Further, a draft Economiz Charter submitted
and in his own name by M. Clavier, s member of the Persian delegation, has been
distributed to the Conference at the request of the Persian delegation (document Conf, M.E_12).

v
Omier ProposaLs

The Saviet delegation has submitted two proposals, the first for o Pacd of Ecomomic Non-
Aggression (document Conf. M.E [C.E.15) and the second regarding the question of extending
the im Mmﬁngmmmg&wamm:ia e extension would be
Mﬁ{:’?dmt Conf. M.E.16).

The Economic Commission took note of thess proposals and decided to place them on its
agenda when the time came for the resumption of the work of the Monetary and Economic
Conference.

The Caechealovak delegation has proposed that the question of an international Customs
nfraaur:nluﬂ wool should be examined and that rbede?uﬁmuﬂmq has raised the question
of the Customs treatment of dates (document Conf, M.E./C.E.72), and that the Estonian,
Latvian and Lithuanian delegations have submitted to the Conference a draft resclution con-
cerning the gunnﬁnﬁw restrictions imposed on the import of agricultural produce (document
Conf ngl.E.,l E.107).

These two points have not yet been submitted to the Sub-Commission’s consideration,

AFFENDIX 2

REPORTS RELATING TO THE CO-ORDINATION OF PRODUCTION AND MARKETING
OF THE FOLLEWING PRODUCTS:

{#) Dairy Products ; Timber :
(&) E‘I:_R“: ) E-:ﬂl:

c) Wine ; ) Copper ;
d) Coffee ; ﬁ-}u Tin.

¢} Cocoa

(s} Damry Proovers: RESOLUTION ADOPTED BY THE Sub-Commission IT on
Jury 18tu, 1983

The Canference, _

Considering the great imii)oq-tnnu of the production and exportation of dairy products
agricultural economy and universal economy ; ¢ i 5 4 e

Considering the extremely serious situation of this branch of production ;

Considering that for the above reasons the delegations of several countries desm it
necessary for the Governments to constitute withont delay an * International Dairy Council
for the purpose of reducing competition between the countries exporting butter and other
dairy products by co-ordinating production and marketing ;

Considering, moreover, that although certain institutions have already dealt and are
dealing with this question, several delegations are nevertheless of apinion that it has not yet
been sufficiently studied to allow of te conclusions being drawn and, in particular, of an
immediate solution of the problem being realised ;

Requests the International Institute of Agriculture, in agreement with the International
Agricultural Commission, the International Dakry Federation and the Economic Committes
of the League of Nations to make a preliminary study of the question ; i

And invites the Governments of the various countries to send to the Secretariat of the
League of Nations, before &Rtmbcr 10th next, all the data at their disposal on this question,
and in particular to inform it of their views on the constitution of an ** International Diairy
md! " in order that the questions may be definitely settled at the next Session of the

erence. :
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{¥) Svoar RESOLUTION ADOPTED BY THE SuB-CoMMISSION
The , after taking note of upﬂ'tnhﬂhindmh the
International Council en the results of the up to the present with the
and of , thanks for that report and expresses the
rﬁmmmmmummmwm of & general agresment

concerned, in particular wview to obtaining replies, possible, from the countries
ubuultﬁtudnllhllmtn;uhenpﬁbhtn ".m“

It will be for the Bureau of the Conference, when it thinks it expedient, to summon a
fumwmmdwwmmmmmmm-hmmwndMnhmml

(¢) Wine : RESOLUTION ADOFTED BY THE Sun-CoMMIESION

mmmmmmm-tmummmuuﬂmmmmwmm
Hmmndmnnllhe[ummﬂmi%m:hmlﬁbemdhmmctumupnﬂbk.
especially those the reduction of excessive customs duties and of internal taxes
and dues levied on wine, abolition of abstacles in the way of international trade in wine,
the extension of credit facilities for wineF\:dur,t!,nﬂ, the protection of appellations of crigin
and the development of the distillation o surplus wine.

The Sub-Commission agrees that in the t state of affairs it is essentinl that its field
of acthon should be limited to measures capable of immediate realisation.

The Sub-Commission notes with interest that it is the intention of wine-growing countries,
inurderlu:mounauthemnplhnnimandmpulh out the world, to organise
P first in the ing countries to increase nat consumption, and then in
coun which have hit omm:dlitﬂ.curmwim.mepaﬂinﬂaﬂrby;hmﬁngttw
nutriliw:Mahhandnwdﬂﬂdwlmufwimmdp‘npu.brpmmﬁﬂ;ﬂumumpﬁuuﬂ
fresh and dried grapes, juices, syrups, grape-sugar and concentrated must in Moglem countries
i.ndhfwn;fmlhenpﬂﬁn;ﬂ[mmﬂ:ﬂl.:hhlyinhﬁmudm.T‘.‘\mm
MiCASUTES adapted for ate initiative, and wine-growers and dealers are invited to make
the necessary efforts in direction.

nembmmmummmumm.msmmmmhdmﬁmmm
gwwingmntﬁuhypnmmuluﬁmnndpuﬁmhﬂrbythemﬁmhmwnntdu
of national wine propaganda committees.

Similarly, lh:mnfm:mmwlimndmmpﬁhmtmpmad and the
estahlishment of an annual international grape festival in the Autumn is advocated as well
umzmtlmhmwmmwﬂmpemtmampemm

11

Other measures are matters for the initiative of Governments, Thus it is for each country
to put a stop to the excessive expansion of vineyards throughout the world, resulting since
the beginning of the century in an increase of the world's vineyards by 600,000 hectares and
iunpmdmmumdingr_hnta! 1900 by 32 million hectolitres.

All Governments are invited to take within their own fromtiers any steps that may be

,hnmngmﬂwﬂmcxtemtuwhi:huw' national vineyards have unduly increased
mmam the wealth already built up in districts where the extension of the
mmmmmwlmgammu. For this purpose, Governments should
embody in their laws measures for the esta lshment of official statistics showing the area of
their vineyards and the yield of the annual harvest of wine and grapes and, finally,
should require producers to submit an official and compulsory statement of their
harvests

The Sub-Commission is of o nthuluiiwund.iﬂmtﬁmmuolthumum
mmﬂmmmrﬁ icultural as an effective means of enabling wine-
growers to improve their wine and ensure ts preservation.

Ith.hnmmﬂﬁdmtmnmmahwhhmudbfmh i country to
impwvcth:qiulﬂynimm .mwmmmﬂrmmunﬁw
ment of a fairly high minimum or the alcoholic strength of wine.
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{¥) Svoan: RESOLUTION ADOFTED BY THE Sup-COMMISSION

The Sub-Committes on , alter taking note of the report submitted to it the
International Sugar Council on the results of the mmnmw the
varlous exporters and importers of , thanks for that report and expresses the
opinion that these results make it hmmﬂlhthu&ﬂnﬂnmﬂmt
on the production and marketing of sugar.

It requests the Bureat of the Conference to keep in touch with the International
Cmﬂmdmuhmm-whtumﬂnmhndwhumﬂmmm
concerned, in a view to obtaining replies, a5 soon as possible, from the countries
whose attitude it has not so far been possible to ascertain.

It will be for the Bureau of the Conference, when it thinks it expedient, to summon a
Wwﬂmmmmmmmmmmmmm&um
agreement.

(e) WiNe ; RESOLUTION ADGPTED BY THE Sus-CoMurssioN

Wﬁikmmunheﬂhﬂdlhnthmmmﬂnﬂmmﬂmﬂu:hmmhnﬂhdhﬂm
Hmmnmmﬂtbahtmumnl\muﬁﬁn:mﬂbcuﬂidintudm“mnpudm,
muymmimmmde:mdwmduﬂumﬁlnmﬂhm
E&dﬁnm&&mm, :anﬂuEMMydm“Wmhﬁn
e extension of coedit facilities , the protection of a of origin
mmnmtﬂmmﬂhthnurummn@mﬁu. s

The Sub-Commission agrees that in the ¢ state of affairs it is essentinl that its field
of action should be limited to measures capable of immediate realisation.

I

The Sub-Commission npotes with interest that it is the intention of wine-growing countries,
in order to encourage the consumption of wine and grapes thi out the world, lo organise
prl:lparg:hﬁ:ﬂinthe ueing countries to increase nat consumption, and then in
coun which have hit consumed little or no wine, more particalarly by showing the
nutritive health and medicinal value of wine and grapes, by prometing the consumption of
fresh and dried grapes, juices, syrups, grape-Sugar and concentrated must in Meslem countries

mdbywdruﬁmtm ing of new markets, chiefly in Africa and Asia. These are
adapted for Erinu initiative, and wine-growers and dealers are invited to make

the necessary efforts in direction.
mmhmmmmnummmumcﬁwummmmdmmm
mmwwmimmdpﬂknmﬁwmemﬁmhmﬂnmmtm
ol national wine propaganda committess.
Similarly, the extension of the consumption of dessert grapes is contemplated and the
pstablishment of an annual international grape festival in the Autumn s advocated as well
uﬂmmtinniumrymntrybfmpu:mtmm‘mpecmrmﬂm

A

Other measures are matters for the initiative of Governments. ‘Thus it is for each country
to put a stop to the excessive expansion of vineyards throughout the world, resulting since
the i b!thrmﬂturyinlninmmnlth:-wwﬁ':m!mdshymﬂ.ﬂﬂﬂhm:tnmmd
{napmducuonamedin;thltnﬂmﬂbyﬁlmﬂﬂmhﬂtuutm

Mlﬁwcmmmt:mmﬁudmtnhmthinlhdrmfmnﬁtnmy steps that may be
n , having regard to the extent to which their national vineyards have unduly increased
and into aceount the m-lth--!mdym&tupindimichwh!mt}u:nm of the
mmhummwm For this purpese, Governments should
m‘bndylnlhdrhmmuhrthu i ln{nﬂhhlm.thtiu:huwiuthm:d
their vineyards and the yield of the annual harvest of wine and grapes and, finally,
muuHuqnﬂuFu&nm!mmbuutmnﬁdaiMQ@mptﬂmylumtqlm
harvests.

Thaﬁub{mﬂdmhdnﬁnhnmltilhhrﬂwdiﬂumtﬁmmhu“hummu
concerned to encourage vitieultural tion as an efective means of enabling wine-
growers to improve their wine and ensure preservation.

lthmmmmummmmwmhm country to
improve the uality of the wine md.HthMuhctMlem“umh-
mtuinh#h’h{;hmhﬁnm the alcoholic strength of wine.



the Governments the following proposals ;

B.  Intermational Convention for the Prolsction aff Wines,

The Sub-Commission recommends the conclusions of an international convention
whereby the interested States would undertake to supplement, msofar as they have
not already done so, their internal legislation for the purpose of ensuring joint and
effective action against fraed in the matter of wines.

Such legislation should deal, in particular, with (1) The prohibition of watering and
the use of false descriptions of wine ; (2) Regulation of sweetening : t
declaration of harvests ; {4}5 ision of the ction, cireulation, sale of and the
trade in wines, which must ulﬁcmd:lthuuhjd law; (5) Measures to be taken
in the event of infringement of the regulations enacted,

C. Imiermational Comvemtion comcerming the Inmsiiluiion of Awnual Inmguiries indo the
the Componition of Wines and -‘.lr"émﬂm' of Wine Indexes,

The Sub-Commission recommends the conclusion of an international convention
whereby the interested Governments would undertake (1) To t E_mdungu of wine
which 1s nhlg:ml but abnormal Enu'th mmp;l;';i&:r;, from l.:n:;liﬁ.lh o tion by
affording ¢ means of demonstrating their aith by ucing an recards ;
(2) To set up as complete analytical records as which, while fmng chemists
and laboratories entrusted with the suppression of fraud reliable bases for establishing
their conclusions, shall also constitute valuable material which may be available to
cenologists of all countries,

D. International Conventions wpon Cusioms Nomesclature.

The Sub-Commission invites States represented at the Londan Conference, to
whom the draft unification of Customs Momenclature prepared by a Committes of
m‘t: appointed by the Economic Committee of the e of Nations has been

itted to expedite the consideration of the articles of thi Nomenclature which
deal with wine,

v

With a view to enabling the above resolutions to be eventually put into effect, the Sub-
Commission proposes that the International Wine Office be asked to follow, with the co-operation
of the Eﬁ::umm Committee of the League r}g;tinns and the International Institute of Agri-
culture, the various points of the programme drawn up, in order to make it possible, if necessary,
to co-ordinate the work dene with the various Gm'fmmmu.

(d) Corrxe : RESOLUTION ADOPFTED BY THE SuB-ComMuission

The Sub-Committee on Coffee of the Monetary and Economic Conference, having studisd
the submitted by the Brazilian delegation an the co-ordination of production and
mar] of coflee, and

(a) Considering that coffee is one of the commodities of great importance for international
trade ;

(¥) Considering also that its uction has in recent years been greatly in excess of
consumption, as revealed by prmtpuuitiannfmldmhmdkvduiprim:

Is of opinion that caffes is one of the commodities as the uction and marketi
of which the desimability and practicability of mmﬁ:?hﬁmlm action, in the tmﬁ
of the decision taken (document Conf, H.E..‘%.E.ﬂ]ml;httuhhmnmﬁdaad;

And for this purpose, recommends that the exporting countries should examine the
possibility and the ical manner of regulating lhdr‘f‘;ndu:t:iun and supply as well as
the ty and tl practical manner of approaching importing countries in order to
nbtlmgrmtu!ldmmfnrihuuthmhthuoliumhmhyﬂurumnﬁiwmmﬂun
of present restrictions or commercial barriers of any kind,

¥



{#) Cocoa: RESOLUTION ADOPTED BY THE SuB-CoMMission

The Sub-Committes expresses the desire that the situation of the eoeca market should
be duly studied, taking into account the present and and the existing
stocks of the various qualities, which it is to do before the adjournment of
Conference.

4

Further, it invites the States intereated to take the necessary measures to study the means of
combating diseases of the cocoa plant in collaboration with the International Institute of
Agriculture in Rome.

{f) TiMpER : RESOLUTION ADOPTED BY THE Sun-Commission

The Sub-Committee on Timber,

Recognising the impoptance of maintaining a balance between supply and demand on the
timber market ;

Desirous of encouraging international collaboration with a view to improving the conditions
of the timber market ;

Taking note of the declarations formulated on this subject by the delegations of the different
countries represented at the Conference ;

Being of opinjon that the efforts made to bring about collaboration between the chief
timber exporting countries by the formation of groups and by agreements hctwuﬂﬁroupsmm
be pursued and supplemented, by agreements with the importing countries w would take
account of all the interests involved ;

And noting that negotiations are now proceeding in regard to such agreements for the
export of soft wood, svwn or planed :

Decides to mﬂi“mm unglft‘nn beginning ql&hﬂ&lﬂ%m :.;' to allow the
different coun to raming and possibly uding such agreements,
uﬂhmemnﬁmtugﬂ]mtthwlvgcﬂmmwim&hnnquhnd.wmu
International Timber Committee,

The Sub-Committee is further of opinion that each country, acting in concert with the
League of Mations and the Imternational Instituteof Agriculture, should organise rational
statistics of the production of, and intermational trade in, timber.

{g) CoaL: RESOLUTION ADOFTED BY THE SUB-CoMMISSION

In view of the impartance of the coal problem for world economy, the Conference invites ;
{1) The principal producers to endeavour to organise coal production on an international
basis, on the understanding that the agreements to be reached shall be followed and
supplemented, if necessary, by agreements with the importing countries ;
The competent organisations of the of Nations to follow the above efforts
to ensare that all interests involved shall be saleguarded, in particular those of the
importing and consuming countries. For this purpose, the Sub-Committee entrusted by
the Economic Committee of the League of Nations with the study of the coal problem
might again be convened ;
{3 The Council of the League of Nations to convene a conference of the principal
cing and consuming countries to study what measures should be taken if the results
mlmndtt:.hpuquph {1} or (2) above have not been achieved within a time-limit of
six months.

(k) CoPPER: RESOLUTION ADOPTED DY THE SUB-COMMISSION

The delegation of the United States of America calls attention to the desirability of con-
sidering plans for the co-ordination by international agreement of the uction and marketing
ulrﬂtnwhi:hmiudmhdlmﬂn;thn ucts mentioned in proposal made by the
Fi delegation on June 19th (document Conf. M.E./C.E8). In order to provide the basis
for the future discussion of for the co-ordination of proeduction and marketing of copper,
{urther preliminary studies be made. Accordingly, it is proposed that the Governments of
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the copper countries submit Wlhmmﬂﬂthmmﬂldw
mmmwmm concerning n;t'nhﬂou

of the of and of the international in this product, with a to the
Mﬂlﬂlﬁ%hmﬁuﬁﬂ:ﬁhpﬂhuﬂuﬁﬁmt to conclude

{) Tov: ReporT ADOPTED BY THE SUB-CoMMIssioN

L. The Sub-Committee has examined the existing international schemo for the contral of
mmm&hwmmmummmmmmwm

quantities, and are not at t participants in the scheme, should adhere. Discussion did
not elict any substantive of that scheme ; no suggestions were made for its amendment -
no al miethods of control were proposed,

ZW&WmmmtmmLﬂmﬁmmuhMﬂuwnund
lines ; that it is in accord with the principles which ve been accepted by this Conference as
these which should govern the of plans for the co-ordination of production and
mpﬂnn;thﬂﬂhumhdmﬂ[dyinnduﬂ for a period of over two years ;
and that it has been largely successful in achieving fts main objectives.

8. In the course of the discussion, the Chairman of the International Tin Committee
which has besn ible for the working of the scheme (under the direction of the Govern-
ments signatory lr.nE it) emphasised that it had been consistently mindful of the interests of
the consuming coun [lmmpcdufthemmmﬁtm':pullcyurmm:.m!:lw
(Governments they represent, to foree up the price of tin unduly. The scheme does not attempt
to regulate or control prices, except iI:tdLract!y by aﬂ:ﬂu{ production to demand, and by
making a reasonable provision for the reduction of Ett:dz excessive stocks. The Inter-
national Committee have, however, at hand two most po weapons which can be used
to prevent prices from rising unduly, The first is the International Tin Pool, which works
in close liaison with the International’ Tin Committee, and which held on July It a stock of
0,000 tons of tin (as compared with & total visible su y of tin of approximately 47,000 tons).
Tin is released from thpoutmmdmmmtdﬁgmdqumtidumdpﬂm. This
scale has been settled in accord with the Governments, and cannot be changed
rmrt by agreement between the pool and t ents. Releases of the quantities

by this scale, at the varying price levels, are obligatory,

The second weapon is the pewer which the Internationa] Committes possesses, in agreement
with the signatory lrv‘emn:mh. of raising the quotas of production, as may appear from time
to time mmbz The Committes has, it is understood, hitherto based its recammendations
as to the suitable production quota at any given period solely with reference to the balance
between uetion and consumption, and to the extent to which stocks were being drawn upon.
But the Sub-Committee understand that the International Committes would be d to
recommend an increase of the quotas, even where this was not justified by the considerations
stated abowve, if they were of opinion that this was necessary in order to nt an undesirabls
price rise. The Sub-Committee appreciate the force of the contention t pool releases, until
the poal is liquidated and thereafier the power to adjust the quotas, provide a machinery which
is m‘_!::unte to protect the interests of consumers.

They are satisfied, from statements made by the Chairman of the International Commitiee,
that that Committee is fully aware of the undesirability of permitting the price to rise unduly,
and that the signatory Governments are also in accord on this point.  Moreover, it is the
interest of the producing countries to increase their production quotas whenever the situation
permits.

4._The existing control scheme, in which the Governments of Bolivia, Nigeria, the Nether-
lands East Indies, Siam and the Federated Malay States participate, will probably terminate
towards the end of 1983, and will, in any event, end early in August 1934, Negotiations for
ﬂ[::um&mndlmthuqumnt. generally similar to that in force, are now taking
place,

5. One of the major factors in determining whether such an agreement can be effected
will be the attitude of the countries which produce tin, but do not participate in the existi
agreement. The Sub-Committee are im by the argument, advanced by the Internationa
Tin Committee, (a) that it is equitable that all producing countries should join in the scheme of
control, inasmuch as all benefit from the operation of that scheme and (8) that the break-down
of the control scheme would, in existing conditions, involve the very gravest difficulties, and
muight easily mean disaster for the industry, the potential producing capacity of which is at
present roughly double the recent rate of consumption, All tin-producing eeuntries are vitally
interested in the continuance of the scheme of contral until such time as consumption approxi-
mates clasely to the patential production now in sight, Their adhesion to the schense is desirable,
wnhlyinmdutnmthacmdnimﬂthummt for three years, but also to

t the imminent possibility that, owing to the probable effect of the recent rise of price
stinmlnunguprnducﬁminmmtuw under control, the new agreement, even if eoncluded,
may have to be abandoned owing to production in the non-controlled areas exceeding twenty-five
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be increased, to some point to be determined by

(¥) Provision should be made for the increase of the original fiat rate, from time to
time, 50 as to correspond reasonably with such quota increases as may be agreed upon
by the signatory countries to the control scheme.

(<) As a basis upon which to regulate such increases over the orginal flat rate, a standard
tonnage should be fixed, for each country, The fxation of this tonnage will
clearly be a matter for tion, It is suggested that the standard tonnage
should not normally the maximum ion attained in any one year
during the ten years; but it is that, in the class of cases mentioned
n pamgraph (a) above, this condition would be unsuitable, and a standard tonnage
in excess of this would have to be adopted.

(d) It is suggested that when the initial fAat rate has been fixed, the country should
remiin on that rate until the rate bore the same propertion to the standard tonnage
as the then existing quotas for the signatory countries bore to their standard
tonnages. Thereafter, with increases of the quotas for the latter, the rate for the
adhering country would move up, relative to the standard tonnage, pari passu
with that of the signatory countries.

7. Th;hﬁgbﬁmmm ;It:‘::ﬁwm that, in order to hil[mﬂdwm referred to
in i A ernments of the Union of Soul ustralia, Belgium, the
Umﬁgdum. China, France, India, Japan, Mexico and Portugal, should be requested to
nominate a representative who would be anthorised to enter into negotiations with the Inter-
national Tin Committee, or with the Chairman of that Committee, with the object of determin
a suitahle initial flat rate, 2 standard tonnage, and a method for the variation of the ini
fiat rate corresponding to quota increases in the signatory countries.

8. The Sub-Committee attach great importance to very early action being taken in this
matter. The negotiations for the new three-year control agreement, upon the successful con-
clusion of which the future of the industry in all tin-producing countries so essentinfly depends,
cannot be completed until the signatory countries are aware of the measure of s which
they will receive from those Governments which do not at present participate in the scheme,
On the other hand, the circumstances are such that any new agreement must be arrived at
before the close of the current year, The matter is therefore urgent ; and the Sub-Committes
trust that each delegation will do all that lies in their power to expedite a rapid decision, in so
far as their respective Governments are concerned.

AFPENDIX 3
REPORTS RELATING TO MEASURES OTHER THAN CUSTOMS DUTIES AND
PROHIBITIONS
{a) Indirect Protectioniam in General ; {¢) Phyto-Pathological Chuestions ;
{8} Veterinary Questions ; {d) Marks of Origin,

{g) Rerort ny HE Stun-Comsission 111 B: Ivomect ProTECTIONISM TN GENERAL

1
The Sub-Commission submits the following resolution for adoption by the Conference :
With a view to the general application of the principle of equitable treatment and

friendly co-operation, which, in the opinion of the Conference, constitutes the best means of
overcoming the constant difficulties arising out of indirect protectionism :



Ay
mwmmw-wmmmmm
the advisability : into future or treaties, wherever such

lﬂh:hyh'mmhm“hikmdih 3

" I, subsequent to the conclusion of the Ltﬂy'wu'mﬁwémh
Parties introduces measyre, which even not result in an infringe-
mmdtundﬁmt.hmﬁud 1bu|huhr:‘vtuhurwdnmtm
as to have the effect of ar object tht:-g.themr
shall not refuse to enter into negotiations ﬂ:“&a either of an examin-
WMWMhMWﬂmMummtﬂmympmnt

it

1t shall be understoad that the obligation provided for in the previous paragraph does
to customs tariffs nor to questions specifically settled in other parts of the

I

recomumends that the Conference should draw the attention of States parties to the Convention
of November 3rd, Immwmedmpﬂhﬂmﬂmmfwmdiﬂu,wmﬁuundql
strictly observing the provisions contained in Articles 4 to 8 of that Convention and that it
should invite States nat parties to that Convention to conform to the principles embodied in
thmemkjmth:hnu!whhhhnmmdmth:mtnm

It

Luﬂy,the&ab-&mrdnimhduphdmmnarquﬂuwuinwm :dlﬂguw
indirect protectionism, nﬁ::hlly questions of customs formalities (see documents f.
M.E./C.E28, 32 and 54), work of the Economic Committee of the League of Nations is
sufficiently advanced to allow of the convening of a special conference on thess matters at an

appropriate date.
Sub-Appendix

Text oF ArTicies 4 To 6 oF THE INTERNATIONAL CONVENTION EELATING TO THE

SIMPLIFICATION 0F CUSTOMS FORMALITIES, CONCLUDED AT GENEVA 08 NovEMIER 3aD, 19231
" Article 4

*“ The Contracting States shall publish promptly all regulations relating to Customs and
similar formalities and all madiﬁnatfou! 1.|:|r'|:."cl"n. which hn;remmr been :Jl::gid}f published, in
such a manner as to enable persons concerned to become acquainted with them and to avoid
:h; prejudice which might result from the applicaticn of Customs formalities of which they are
gnorant.

* The Contracting States agree that no Customs regulations shall be enforced before such
regulations have been published, either in the Official Jowrnal of the country concerned or
through some other suitable official or private channel of publicity,

" This obligation to publish in advance extends to all matters affecting tarifls and import
and export prohibitions or restrictions.

* In cases, however, of an exceptional nature, when previous publication would be likely
to injure the essential interests of the country, the provisions of the second and third pamagraphs
of this Article will lose their obligatory foree, In such cases, however, publication shall, so far as
possible, take place simultancously with the enforcement of the measure in question,

' Article 5

** Every Contracting State whose tarifi has been modified by successive additions and
alterations affecting a considerable number of articles shall publish & complete statement, in
an easily accessible form, of all the duties levied as a result of all the measures in foree,

** For this all duties levied by the Customs authoritics by reason of importation or
exportation shall be methodically stated, whether are Custems duties, supplementary
charges, taxes on consumption or circulation, charges for han goods or um‘iil.lz.r !
and in general all charges of any description, it being understood that the above obli tion is
limited 1o duties or charges which are levied on imported or exported goods on f of the
State and by reason of clearing goods through the Customs,

*“ The charges to which goods are liable being thos clearly stated, a clear indication shall be
given, in the x of taxes m:l;:mthim and mtam levied on behalf of the State by
reason of goods thro ustoms, w foreign are subject to a special
tax nw-lngptlﬂhc fact that as an exceptional measure, goods of the country od'b]'unpnmuun are
not or are only partially liable to such taxes,

** The Contracting States undertake to take the necessary steps to enable traders to procure
official information in regard to Customs tariffs, particularly as to the amount of the charges to
which any given class of goods is lable.

! The text of this Canvention Is reprodsced in document C 8781} M.241{1}. 182411,
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(8) VeTERmany AND Puvro-Pamsoiocical QuUesTions : RESOLUTIONS ADOFTED BY
Sus-Comurssion IT1 B

I. The Sub-Commission is of the opinion :
(1) That a resolution should be adopted a the desire of all the countries
represented at the Conference, that, in accordance with the opinion of a number of

bemvmdumupnﬂ'blt an international diplomatic conference of all the importing
countries concerned, which wouald take as the basis of its work the three
nternational Conventions relat respeciively Lo the combating of contagious
d:luuuuflnhnlh the transit of an mtlﬂmmmmﬂd.m.
the tion and importation of animal products other than meat, etc., and that
th:LupudNatlnmhrequmedtuﬁ:medlundlhenldefm
at its next Session ;

(2) That it is desirable to request the Economic Committes of the League of Nations
to examing, with the co-operation of a body of experts and ta into account
the conclusions of the International Institute of Agriculture at Rome (1925) and the
* Institut international du Froid ' (1932), the whole series of problems relating to the
importation and exportation of fresh and preserved or prepared mmt

{3) That the veterinary work in connection with the port of cattle .
should be continued on the of the General Report of the b-ﬂnmmttlueu!Etpe_rts
on Veterinary Police Measures and that the necessary supplementary studies should
be begun with a view toh{mgdowme principles for a better mgﬂnlhnnilhn trade
in cattle and to arriving, if possible, at an international agreement on this subject.

11. {a) The Sub-Commission considers that it is desirable to ask the International Institute
of Agriculture at Home :

To study with the collaboration of the Economic Committes of the League of
Nations the scientific and technical questions involved in the control of the impartation
and exportation of plants and other vegetable products ;

To procure the assistance for that purpose of specially qualified experts representing
importing countries as well as exporting countries ;

And lastly to submit for the consideration of Governments the general principles,
worked out in the course of the study, by which they should be guided in drafting the
regulations to be enforced.

{#) The Sub-Commission considers that it would be desirable to ask the International
Institute of Agriculture at Rome to devote s mlumtlm to and stimulate research into the
means for the prevention and cure of cocoa if possible, on the spot in territories where
such diseases are rife.

TI1.} The Sub-Commission is of opinion that it is desirable that the Governments represented
at the Conference should declare that they are prepared :
“:' To consult, wt.v_nmr practicable, the Governments of the countries concerned
before applying new sni measures of conirol or supervision in the international
trade in cattle and in a or vegetable agricultural products ;
(2) Toenterinto discussions at any time, at the request of an interested Government,
with regard to the administration of existing measures,

¥ Mols,—The German the destrability of 4
udnpnﬁhll Muu.mm: mmhuwMWhMu S Ng
mﬂ-‘:t uﬂ&.l.ul-g Em- mmpummﬂww




(¢) Maxgs oF OmiGin : REPORT ADOFTED By THE Sus-Comssion [II B

bﬂ;mhﬁmmhh%dmﬂm
mﬁmhﬁurﬁhmrmﬁlhh anhhrmthl!mmlcﬂmﬂlp:
of the League of Nations, after in 18931, a Committes of Experts, submitted
o and conclusions (document LM.177.1881.ILB), designed to remove so far as
ts ; the rxﬂ and conclusions were approved by the

and communieated to all members of League of Nations with a recommendation

uestion wis dealt with in a note by the Secretariat ({document Conf. MLE,/C.E.27), which was
ginﬂbulndhyﬂuﬂnmmi-imuﬂuuqmnnﬂfﬂw&dmﬂm
It is this last note that was taken as the basis of jts work b the Drafting Committes which
wis sat up on June 27th, 1933 ; rhlu.l:mmrlmumﬁ:udou{ Suetens (Belgium), Chairman,
mdmani;u'ln[thaﬁumu,l}nitnd Kingdom, French, Netherlands and United States dele
gations, Iummulmmemmpr:pun;dm:mt. In the course of its work a
mmmuudtui:wmm@mmnmmmmum.wbyw
delegation. Its effect was essentially to convert into & draft agreement, involving

obligations for the Contracting Parties, the conclusion of the report of the League of Nations
Economic Commities to reference has already been . Draft agreements by the
United Kingdom, French and United States ns were also submitted to the Drafting

Committee. Observations from the Chinese and Japanese delegations (documents Conf. M.E,/
C.E75 and Conf. MLE./C.E.91) were similarly received. Moreover, the Italian delegation also
took occasion to bring its views to the knowledge of the Drafting Committes.

Although it is not in a position to submit a unanimously accepted text, the Drafting
Committee unanimously agrees that the laws and regulations on ﬂ.emukiﬁolm should
mhdmﬂswﬂwumhﬂwmmm&uthapprﬂh progress in the
matter could be made by means of an international agresment.

Although the Committee was unable to reach complete agreement on all the points referred
to it for examination, unanimity was nevertheless arrived at with to a certain number
of questions, and the discussions on the other problems the hope that further
agreement might be reached at a later stage.

The Drafting Committee feels that the above considerations afford substantial grounds
for requesting the Bureau of the Conference to ensure the continuation of its work on marks
of origin in such manner as it may deem appropriate,

InFM purposes of information the points upon which the Committee is agresd are stated
below :

(1) In the application of their laws and regulations on marks of origin, States must
refrain from any diseri tion as hetween the gooda of one foreign country and
another,

(Z) The laws and regulations on the marking of goods must not have the effect of
damaging the goods.

@ Eﬂuﬁv{ﬁu‘hﬂchy must be given to all provisions relating to the marking of goods,
50 fur as possible, reasonable time must be allowed to those concerned prior to the putting
into force of any new measures, :

{ﬂuh must always be possible for persons deeming themselves injured by the action
of authorities ible for the application of the laws and regulations relative
to the marking of mnuu proceedings for redress,

(5} It is desirable to explore the Frmiu.biﬂt of a simplified and uniform nomenclaturs
for the indication of the country o arigin. i
The Committes did not discuss the text of the elauses embodying the above iples. As

already stated, various drafts had been prepared, They were deposited wi the League
Secretariat and may serve as a basis of future discussion,

Dﬁtheumcrhmd.mmmthubmmhedmlhninuwhgpdnu:
(1) Emttwhkhthumukoluriginlhnﬁbauqum

Sommtriumnlnmhnthat.inpmdple'  the mark should only be required when the
goods are offered for sale : umtumuﬁuﬂutitmmhrqwatmith:eﬂdlmmm.

(2) ﬁo@dmtubcﬁuﬂmndwhennmmukhqnquirmunﬂmbdngpm
[aijmuInfinﬂr‘mgmntndmthmﬁingmuhn[aﬂﬁn.

R T .



(5} Truce in regard to marks of origin and gradual abolition of existing measures,

ﬂwhmpﬁ-hmmﬂqrqdm“mmm

m:-tﬁ from
- Mwﬂ.hpﬁtﬁ]ﬁummﬂpﬂm marking require-
(1) G:uhh'ln.-ﬁ
(7] Gmﬁin'bml

() Samples
MMMMmmMMm
m'{ﬂu Mmmﬂﬂh%ﬂﬂﬁ
htmmmudymuhdlmdhgtu law ;
(5) Objets d'art, valuable or fragile articles ;
Goods intended for the persanal use of the impaorter, his factory or business and not
hgdnd for zale ; i
{ﬂhcﬂn;mlmrhl. containers, spools, boards, bottles, labels, etc., and in general
all imported articles used exclusively for packing, containing, wrapping, ete., the pro-
ducts of the importing country ;
Faw material to be used for industrial purposes or to be manufactured or finished
importing country.

AFFENDIX 4
SUBSIDIES AND BOUNTIES : REPORT ADOFTED BY SUB-COMMISSION IITA

L Ihu&lb&mmuumnppmnﬂdhythe%mun&mmm]mmﬁﬁr
the purposs of considering bounties and direct and indirect subsidies, and in particular, shipping
HMH.

The following countries were represented on the Sub-Commission :  Germany, United
K:Inqdm: United States of America, France, Finland, Greece, Irish Free State, Italy, Japan,
Morway, Netherlands, Switzerland, Cechoslovakia,

8. The Sub-Commission has held five meetings.

4. It was decided at the outset of the Sub-Commission’s deliberations that agricultural
subsidies could not be excluded from its scope,

§. For the purpose of discossion at the Sub-Commission's second meeting the [fialian

submitted & list of subjects (enumerated in document Conf. M.E CE30),
and in presenting the list stressed particularly its view that any useful examination of the
subject was subordinate to monetary stahilisat

E.TMFMM:ﬂthaJﬂltrmdht:t I'N.'t that, in their view, ihcmtﬂf:nﬂi
monetary stability was an essential condit cedent to pru:ﬁﬂl reduction
amount of bounties and subsidies, £ i

‘7. The Unsted Kingdom delegation submitted as their contribution to the list of subjects
to be discussed, ' Eu.nd:huutame direct or indirect, given by Governments for ship construe-
tion and ship operation mditmdgdﬁedutamheqmmnmﬁngulthcﬁu 1
that ﬁipph,g subsidies should be the first subject to be considered.

8, Several delegations emphasised the inter-dependence of all forms of State assistance and
consequently the importance of & genernl discussion of the whole problem. The ltalian
dalegation in particolar stressed the need of a simultancous study of all forms of subsidy embraced
in State assistance gince in its view subsidies were not the cause but a consequence of the crisis.

8. It was agreed that, utmyrnu at the outset subsidies from other tham Government
‘sources should be excluded from the Agenda and that delegations should define more precisely
the subjects they wished to discuss.

10. As a result of the above decisions the proposals submitted by the different delegations
fell under two heads : p}mmmmmwhuﬁhm;ﬂm.
and (¥) those dealing more particularly with

A, SuBsSIDIES IN GENERAL

11. The German delegation drew attention to the admitted fact that, unless normal condi-
tions are re-established in the international circulation of goods and capital, no could
be to abolish measures which it had tiken for the defence of vital interests. It was,
: . only natural for a State to take the measures which it thought necessary for the

"ﬂﬂmmn{mmﬁm rglmﬁngﬂﬂmwmwmy' i
muulytnmlﬁ:tﬁupkullmmdwl o View to an
uction, Mmmmmminthhmudumummm“n



In view of the difficulty of biting particular forms of Government subsidies, the best
prospect of success lay in at the causes of the depression directly and rot its effects,

mmﬂmmwmtlmwhhmmmﬂuudwb—
sidies for ucﬁn-nnthumhmdmdhunﬁumdmbddiuiﬂwtmthmhu. The
former tbuju!ﬂhdhythanﬂuiolohvhﬂqmedmgum consequences which the
disappearance or of particular or undertakings might bring about. In so
far as they affected the national economy .thaymu.l:lnutpmperl}rhrmthcmbjtctm!
international agreements, ' y

Itm.mmmmmmmmmmmmwﬁmmm
and subsidies.

13. The Finmish delegation (document Conf, M.E. -E.38) observed with regard to the
subjects included in the Italian list that, while the aboli n of export bounties was one of the
mdumﬂ-mr@ﬂnﬁutiunMhmathnum.ruuvaumhadmbemminﬂmmnl
drawbacks of duty on goods exported, export credits and railway rates for export,

14. The delegation of the Jrish Free State considered that any international agrecment
which aimed at the reduction or abolition of subsidies should not apply to subsidies paid with
a view to off-setting the effects of discriminatory tariffs, prohibitions or restrictions imnposed
on the uthnhptﬂiwlurmunuy.mdthat.inthﬁmingn[nshmmmpfwﬁm
should mdatnuhm“tutthpndﬁmufﬁunwhinhmﬂﬂhtmmwmu{thm
industrial evolution (see document Conf. M.E./C.E.38 of June 28th, 1935).

E. Smerivc Sussinies

15. The tians of Norway and the Netherlands submitted a joint memorandum {docu-
ment Conf. MLE, .E.ﬂ.wﬁi&hmhﬁs&cpﬁpﬁdtﬁtnhﬁnﬂemthm
providing for the abolition, at the carliest moment, of all shipbuildi and shipping subsidies
other than such as may be necessary to a State for the maintenance its sea communications
unpmtcnh:rmhumdthcpmmnﬂanufputkﬂa:mduinnﬁnhmesuhhusp:m
interests, -
Thgmdﬂag;tmhudtm&nrgmmu.inmppaﬂolthhpmpmlmmﬂum
general grounds : ;

| Conditions in the indultry:mutbelﬂqnd.mlm;unnumumi:
of Government su continunes,

5&] htmnﬁmﬁtﬁrqu&nmuamﬁwpﬂmbyihipﬁagmdshiphﬂiﬂhg

warking on an economic basis,

m-uhhﬂ:hmtolth:indmtﬂummwmmm.hmmdﬂuu
mmmmnfmmmmmm,wmmm
Ve

ceases to be




Nmm&hmmm“&tym demands of international
be a heavy burden on the national uers, They would create a
formidable barrier to international trade.

The N that Denmark and Sweden the above
o orwegian delagate stated supported proposals

18. The Fremch delegation was of opinion that special cases exist in which national pro-
tection of & mercantile marine may be justified and must be regarded m{htunil

w mm:pdhyntmhhmt-uﬁ t proposed
t
{I.Iﬂhlﬂd the ways and means of regulating the of ting bounties,
o alct Atentagen, whetho Spen or SonSolo 00 DPCR T

(2) Should draft an international convention.

The French delegation observed further that on the great international steamship routes
Mhdmnptmummwmm which took the
hmdnmmﬂthm mmunm:hpudmdnh ritte war

It proposed that the Conference :

{1) Should advise States urgently to invite the shipowmers of the countries concernad to
conclude international ts for the operation of the great ocean routes under
multilateral contract to limit the tonnage of future construction, the Governments

reserving the right to supervise the execution of such agresments ;

Shruﬂluwﬂujninlnpﬂttwu. to the retention of the national flags, of
mmmmm - the determination of routes, time-tables
and international rates, regard hndtnthetuumgu,lpmdmdmmﬁuﬂnhham
named in the contract ;

(3) Should point out that the best practical method of control was to introduce a joint
account covering the whole of the working receipts and expenses.

17. The Fimnish delegation (document Conf. M.E./C.E.38) supported the Norwegian and

Netherlands . since they considered it to be of the ntmost importance for international
maritime th;tthequﬂ.[lw]umhetwm v and demand, which had been disturbed by
measures taken by States to assist shipping, ba re-established.

18. The Greek delegation proposed that the following points should be discussed as
constituting indirect advantages in soms cases :

{1) Flag discrimination on the preminms charged for cargo insurance ;
() Flag discrimination on the freight market.

also proposed that thers should be international agreement as to the age limit of
ships the reduction of tonnage by laying up or scrapping.

19. The Umifed Ki delagation submitted a memorandum, reproduced in
full in the Annecx. :ﬁmmmmmutmdmmmmmmmm
commeree such as , import restrictions, subsidies, etc., the vital need of economic
mtmmmmmmmdsmdmbmgum“gmmwgm
nfﬂ:ppdngummmnlmm International trade and commerce needs for its

t the most efficient and cheapest sea transport it can get, and this need was met for
mymb&oumwubjﬂnpolxyqlmmm. was in general such as to
secure a freight market opmtompuud’allﬂ;ymdfmmuﬂﬂuﬂminm&d to
promote the interests of vessels under flags. Since the War, the practice of subsidising
shipping on competitive routes has altered those conditions.

The effect of uneconomic shipping subsidies, if continued, will, in the opinfon of the United
Kingdom delegation, deprive internal trade of the most efficient and chea mﬁm
since private enterprise in shipping cannot exist in competition with shipping heavily
by Governments,

Couuhhwﬂchdomt:tmtmmwﬂl.ﬂnﬂnﬂd delegation fear,
have to resort either W&m!wm or to subsidise, result will ba the
mhtl tion of State ﬁxd:iqing and operated on ordinary economic lines.
The effects will be gra waorld trade,

& m



prevent them from earning those revenues which assist to malntain the balance of trade and
which enable them to pay for The grant of subsidies on competitive routes, in the
view of the United amounts to a dumping of services and
defeats the intention of tonal engagements such as those in the Maritime
Ports Convention,

The United Kingdom delegation submit :

(1) That State subsidies lnrthemtmmunm of shipping ?&E“mbﬂmmhy ﬂ;':r
competitive routes is uneconamic, can to the su bsidi o
mmmmmmmww:gmdmwmmuwwm
trade of the eccnomic and efficient sea transport it has so far enjoved, disorganise the
world freight market, increase the burdens on national budgets and the power of
maritime countries to pay in services for imports and loans,

(2) In these circumstances the countries concerned should move as ra as possible

20, -The Greek delegates supported the declaration made by the United Kingdom delegate,
subject fo an exception being considersd as regards passenger transport.
21. The N ian delegate strongly supported the United Kingdom view, as also did the
mﬂu,wmwwwmmmmmmm{dmmjmmtm
dlhelhthdl{inﬂmmmndmudlhtwhkhhadmﬁmﬂy submitted by the
Norwegian and Netherlands delegations.

21 The lialian delegate repeated the view stated in paragraph (5),

submitted by the Norwegian and Nuthmin.ud&p;;hguinm He suggested, indeed, that the
resent state of shipping was due to a number of phenomena, some of which wers before the
nference, and not to subsidies alone. There was no flag diserimination in United States
pwumhulmhulmmﬂiuwﬂ:hdidnutdimim[nuungﬁnﬁmmﬁip. The
Government of the United Stntﬁmdntwmiudo?uhlﬁncquﬂityﬁuriuth:m
respects alse and especially to equalise the costs of construction and operation as between
American and foreign ships. " The United States ', he said, "Lnlmd;mﬁamu'chmt
marine, It desires conditions of parity for its vessels and nothing more.”

24. The discussions in the Sub-Commission showed that there were two distinet currents
of opinion, some delegations holding that it was desirable to deal specially with shipping sub-
sidies as being of international concern, since tl:.!‘{:_:jur:d trade and tended to deprive inter-
national trade of the services essential to it; o %mmmmmm
that all subsidies were inter-related and merely constituted di t examples of State assistance
to industry.

5, ItWyw. however, that the fundamental basis of discussion was the
effect of subsi on international trade.

M.Thmumdnmmhmlﬂdhyth:ﬂmmdﬁiﬂgﬂnm%ﬁwm:hﬂﬂhw
evoked contributions to the problem from the delegations of other countries had not the labours
of the Sub-Commission been cut short by the of the Bureau that a Diradting Committee
thould be set up to report progress.

Bub-Appendiz I
Memoraxnus oF THE Usiten KEmvopow DELxcation
1. The severity of the crisis in world trade is known to everyone, and coe of the main
objects of this Conlerence is to promote the flow of world trade by reducing the barriers to
international commerce such as tarifis, restrictions, exchange control, subsidies, and the
like, which have so disastrously affectsd trade of the world,

L

‘1



5. A few figures will show clearly the that has taken place in &5 co=
pared with the decline of international trade. uhemthu.kntm.!nmli,mt:u
dmm';mmmﬁjw” ok vessels of less than 100 tons

ted States i

m
21-2 miltion tons, or nearly 47 per cent.  The increase in tonnage (ships of 2,000
tons gross and uj is probably at least as great. The of the world's trade which,
in 1929, was mpﬂmi.lbowthtﬂlﬁlﬂ.hddmﬂmdinimtnm
that level, Even if no account be taken of the increased efficiency through greater
dwm;dst;;pfmydthmtrmF.thumuﬁhbhhwtn!i.]lpmpmhminm
it,

B, State subsidies to shipping in this eodhection is not meant to refer to those cases where
ﬂhmlnrusuummiuuinmhhmﬁlqd services which would not be

hamper
which place and maintain an what, for brevity, may be described as the competitive
routes, that h.mmmwm
nations of the world.
7. The World Economic Conference of 1927 made the following reference to the subject
in its Repart (Section * Commeree ', Paragraph IV (i)) :
** Subsidies, Direct or Indirect
" During the years which followed the War, a marked extension of tariff barriers
took place in various countries, accomparded by an i tendency to introduce
State subsidies. This was done more particularly in an indirect way, by gran
credits or guarantees which aimed at assisting the home industries and
expart trade for a more or less protracted period, in view of the abnormal econamic
conditions prevailing throughout the world,

liberty of ing than Customs tariffs does not make it any the less necessary to lay
siress on the dangers inherent in this means of encouraging production and
exportation. mmmmmnberndmnuimwﬂnhhwmmthkprm,
the more difficult will it be for other countries to refrain from fi their example.
Thus the attempt to restore foreign trade to normal conditions meets a real obstacle
in the shape of subsidies.

“ The Conference draws the attention of the various Governments to the true nature
of direct or indirect subaidies, which are merely a palliative, and

“ Expresses the hope that Governments will, so far as possible, refrain from having
recourse to them,"

& Since then, the position in this respect, as in respact of many other factors i
world trade, has got worse instead of better, and unless a determined and successful is
made to reduce and nltimately abolish such bonuses and subsidies the adumbrated
hythchﬂdEmukaauLeﬂunilmmmhthuth}rhw: y followed to seme

extent.

9, International trade and commerce needs for its development the most efficient and
eheapest sea it can get, This can enly be secured in a freight market open to ships
under all flags and from artificial measures intended to promote the interests of vessels under
particular flags.

10, For many wmmwu,mwumdmﬂmmmmum
SECUTE AN open t market, the provision o international ccean services being left, generally

speaking, o iduzal enterprise,  The result was that world requirements were satisfactorily
m:maﬁmuwtmmmuwimmmmmmmgwmhmuﬁmﬂ

TEVENES.
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11. Since the War, there has spread the of building and running ships, in part or
whols at the cost of the State, to compete with and in international trade ships of other
fAags. This has produced and maintained nutumhrb}rmwdnmdfm,md
has tended to make impossible the of the freight market on an economic basis. In
ﬁwa:iﬁmwmh The . f sea-carrying - the ;nd
tereats CXCESS O power over the quan
n!mpmh-unhdhlnpl::ﬁctuthfm 3 ud
12, The effect of uneconomic subsidies if continued will be to deprive international
commerce of the most efficient cheapest sea transport. For, as
countries have pointed out, private enterprise in cannot for ever exist in competition
with shipping heavily Governments tries which do not at subaidise
will have to resort either to protection of their or to subsidies and the result will be
the substitution of State for shi t ted on o economic lines,
and the loss by internai commerce of the efficient cheap machine it has employed for
S0 mARY Years,

13. In a memorandum to the United Kingdom Government from the Asscclation of
British Chambers of Commerce, the Federation of British Industries, and the Chamber of
Shipping, the following view is expressed :

" We are convinced that if the present policy of excessive Government intervention
in shipping is continued much longer there will be na alternative to retalistion and to
un!wminhﬁdluﬁmn{:hfpsnﬁnupmun[thuhmwudrhemmﬂngnf
what was a source of prosperity into a heavy burden, Suchnundmmwml.deﬁacﬂvdiﬁ
deprive trade and commerce of the transport facilities which they need and must st
further dislocate world trade already paralysed by innumerable trade barriers,

"In our view, therefore, agreement among the Governments represented at the
Conference to abolish or at least restrict the present policy of uneconomic subsidisation
aflhipping&ndnhiphﬂildingiuumdtﬁ#mnﬂwgmtlndﬁulpmblmmbdnum

This is a repetition of similar views expressed by the various organisations concerned in
other maritime countries.

14. The evil effects of subsidies fall on all countries, including those which subsidise, For
the effect of subsidies is to increase the amount of tonnage afloat without reference to world
trade requirements. Excess of tonnage reduces the freight earnings of all ships; reduced
earnings call for subsidies ; mmwumdmwummmm
is prevented ; and the consequences to all na in the industry are heavy losses. It is true
mu}*tha.tt.'heunbs:'dil.in.gmtiummmﬁndngwiththmwhkhdnnutmbdd&.mdpubnm
more, as they are loading their budgets and are impoverishing their customers,

15. The effect of subsidised shipping upon the maritime conntries which do not subsidise
htummt&mhnmhgmmmnmwhkhmmmhhhmmnim
and ‘which enable them to pay for imports, The loss of that source of revenue can only con-
tribute further to the reduction of imports in maritime countries and lessen their g ta
discharge their obligations. Population on the t scale can only be maintained, for
example, in these islands if we are in a position to impart large quantities of foodstuffs and raw
materials, Shmﬂmimpummuﬂbepnidlurhyupnm.mdaimamviiblnnprum
mlmlﬁdmththumdvstnpqyfnrimmmﬁmdnhdhimmbym diminution
n!thenhkimmdﬂ]mﬁqmbﬂm.nmﬂy.mmphmmtnfﬂﬁmz ing in
world trade. Similar considerations to a greater or less extent apply to other
countries. As was stated by the Chancellor of the Exchequer on June 4th, creditor countries,
wishing to obtain payment for their claims on foreign countries must accept goods and services

in settlement of those claims, Thus, refusal to accept the services of forei prevents
the settlement of international obligations and restricts international . To remove such
rﬂui;:!dumhanmty which is admitted by all if the flow of international trade is to be
Testo

16, Under Treaties of Commerce and Navigation, to which most countries are s,
there is laid down the most definite national treatment for shipping. Shipping subsidies in their
mlhmmnﬁmu.mduimm%hmmwmmm?mtm
of these treaties was elaborated. The older methods of flag discrimination are practically non-
existent to-day, but l.hhlirmtufmbsidiunnmpeﬁuw routes really amounts to a di

of shipping services whi tends to render nugatory the navigation provisions of Treaties,
is also contrary to the spirit of the Maritime Ports Convention,

llIMhEﬂur);;lthth:t[ew}mhulhummuhdmdmﬂm of sub-
sidising shipping. continuance of the present methods can only result in the
uneconomic condition of world shipping with disastrous conssquences to all concerned,




nmmmm , therefore, in ﬂﬂlaﬂﬂﬂ
this Conference—i.¢. economic disarmament in relation to the mtl
and the mamm&mmwmmu
wmmm—mmmmmmmwum
following lines of action in regard to Shipping Subsidies

(1) Mmmhmmﬂd%h*uhmm“m.
mh.mulrhdmmm similar subsidies by

uthmt:kllﬂ,fumﬁﬂw in respect of which would deprive
mﬁhﬂﬂmmmm&dﬂtnwhmm , disorganiss
the world freight market, increase the burdens on national budgets the

of maritime countries to pay in services for imports and loans.

In thess circumstances the countries concerned shonld move as rapidly as
towards the diminution and ultimate abolition of State assistance to ship-
and ship operation on competitive routes,

Sub-Appendix O
Svmmary of REManks oF Mr, Frep. K. Noomssw, Usiten STaTES REPRESENTATIVE,
MADE oN JuLy 5Smm, 1983

I am sure we have all been glad to listen to the int memorandam read by the
British te, After he has distributed copies to us, which he said he would do, T shall
probably desice to make some reply.

I have a cardinal principle with respect to international arrangements. In my opinion,
it Is of the uimost importance that there should be certainty in connection with international
acts ; mesolutions, declarations or covenants. There is danger of multiplying international
difficulties in dealing in general or uncertain terms with subjects that enter into international
arrangements or problems which it is sought to make the subject of international concern,

Reference has been made to "' uneconomic subsidies . T feel certain that very considerabls

diﬂmuﬁnpdnmmd@tMuwﬂhmdtomctn tion of resalution or covenant

uneconomic subsidies. It is that the defined such
subsidies as a form of * mnl.‘mmlm Even we take the definition as some-
mmmmmwmmm,rmumlm t still be considerable divergence
of views as to the of any prohibition or condemnation of unnatural assistance. The

same, [ think, may be with respect to some form of outlawing " excessive nationalistic
policies ', which, as I recollect, were mentioned a little while ago.

Same of the proposals laid before the Sub-Committee contain some inte general
declarations. [ do not think that it is necessary for me to discuss them in detail. Howewver,
from the fact that I have not referred to them during the course of the discussion which has
taken place, it should not be inferred that [ agree with everything that is said in the proposals.

In that of Norway and of the Netherlands, agreement s expressed with regard to the
conclusion of the Preparatory Commission of Experts, that it is im to return to " sound
conditions in the shipping industry so long as an uneconomic of Government subsidies
continues ',  Undou , there may be considerable differences of opinion as to what
constitutes * an uneconomic policy .

In paragraph (¢) of the same , there is a reference to * the disastrous loss of
Eqnillhrh:mhehmnmldmmguu traffic " and this, it is said, " has resulted from the

of * excessive intervention ' to which the experts direct the attention of the Conference ",
tthumt"ffmdm' with respect to the effect of what is termed * excessive inter-
vention . If ack of international traffic for vessels is due to excessive intervention rather
than to a myriad of phenomena, some of which the Conference is attem to deal with,
then there would seemingly be nothing before the Conference but the question of ship subsidies,

That ﬂiullhnbdn;pmmtnd there is submitted further on in paragraph

clusion that under certain conditions a final alternative * must be the l.]]
Mﬂfﬂ;emrmﬂhmt%h?euﬂﬁs mﬁiﬂ;ﬂw‘iﬂt trade as a
ceases to ve ", t is an interesting speculat respect to something that
has not haj . It seems to be a declaration to the effect that nations will have a merchant
marine, even if they must grant subsidies in order to have it, Now, on the other hand, in the
proposals of the French dﬂmﬂmithuﬂﬂntthmhu"mup:rdmaudfntﬂu
Wbﬂmmw&#.whkhmk ﬁurmullmtlnﬂylncrﬂ.ﬂn‘mpeﬂﬂm
in tonnage and speed and of a dangerous rates




— e - — e ——

il e
lmhthhn_:ﬁﬂ:ﬁhlﬂhduﬂﬂﬁutﬁlmmmmd

offered, the keener the competition. I should that, if tonnage
meﬁm mnymﬁum

The Government of the United States has undertaken to obtain equality for its vessels in

other . No criticism has been specifically directed here measures which it has
em . In the preamble of a law enacted by the Congress of the United States in 1928 it is
d that * it is necessary for the national defense and for the proper growth of its foreign

uﬂdnm&mmhlmﬂﬂhd&hmmnhwnmmmmufth;d
and most suitable types of vessels . That law re-affirms a policy expressed in a
pe?eﬂ piece of legislation which came into foree in 190,

In enacting these laws, the had in mind, in furtherance of the specific purposes
which I have just mentioned, an mammdmuﬁm American
ships and such costs in respect of foredgn ships, so that vessels in the United tes can compets

for both cargo and passengers on substantially terms with other maritime nations. In
earlier days of the Republic, its shipping flou and then became decadent. 1 will not now
discuss historical forces that have operated with such disastrous effects on American commerce
when the Nation has been at war or when it has been neutral, and other nations have been
belligerent, The United States intends to have a merchant marine, It desires conditions of
parity for Tts vessels and nothing more.

APPENDIX &
PUBLIC WORKS

LeTTer T0 THE PRESIDENT oF THE CONFERENCE BY THE PRESIDENT OF THE Ecoxouc
Comurssion

The Rt. Hon, J. Ramsay MacDonald,
President of the Monetary and

Economic Conference,
July 14th, 1933,

I bave the honour to inform you that the Economic Commission which met yesterday
in erder to discoss the question of public works, was not in a position to appoint a Sub-Committes,
the Monstary and Financial Commisslon not having yet been able to discuss the problem.
The Economic Commission therefore decided to recommend the Bureau of the Conferpnes to
appoint a Sub-Committee to study the problem of public works and other means for reducing
unemployment. This Sub-Committes, which, in accordance with the Burean's me
decisions was to include representatives of both the Economic and the Monetary and Financial
Commisaions, would be comy  in accordance with the decisions to be taken by the Burean
in such a way that due r mhmammmmmm,mmmmm
aspects of the matter. Sub-Committee would be convened as soon as the Bureau considered
it possible to do so,

(Signed) H. Coiyx
President of the Economic Commission,

S ——




Although the chief portion of its work is is sbout to enter
upon & recess.  During and this recess, it is to be hoped that the interested
mﬂhﬁ;mﬂ,ﬁm‘h tic or other channels, aimed
to cary out the fundamental for which the Conference was I here-

with forward a document which I hope will, along with others of a similar character that may
m&muﬁnmmﬂnh“ﬁnﬂmdhwﬁnhwhdﬂydpﬁnﬂqm
continuation of the work of the Conlerence.

This document contains the cutline of a ible agreement for a protracted truce against
measures restrictive of international trade. I contemplate that this truce agreement might
thhh&u&ctwhgmﬂuﬁeCﬂﬂﬁmWhhh.lundemnﬁhin
effect among tates d the end. This further truce may
St A el e bl o vty aelThi i ey wif iy
barriers. The terms suggested are more than those of the Conference truce, Other
Governments may quite bly feel that their national necessities would require them to add
various points even to substantial list of reservations and exceptions proposed. A con-
tinuing truce should serve to restrict new barriers to such instances of evident and unusual
necessity as may arise, even while general governmental policy was aimed in the other direction.

It will be seen that in this document, the American Government indicates the
Mdm&tyrhﬁite’mﬁmummimﬁdm' myuwrutritthm?nhutmy
seem imperative for the success of the domestic programme of recovery upon w tis engaged.
American will in general seek to further international commerce to the fullest poasible
extent compatible with the essential aims of this programme.

The document advocates, furthermore, the immediate undertaking of reductions of the
existing barriers by the encouragement of bilateral and of practical multilateral ts.
It does not attempt to put into legal form of agreement the terms of possible action ; the diffi-
culties of this require discussion among governments. But it does attempt to limit
with some degree of precision the exceptions and reservations which may be necessary,

It also sets forth the present American attitude towards other matters involved in com-
mercial mtynaglunﬁuu.nuhumumtﬁmnd-mﬁunmnﬁphmdm possibile apecial
exceptions from that principle that might be allowed by Governments to facilitate agreements
for the lowering of trade barriers,

1 trust that these proposals will turn out to be a useful muibudmmmelmgmmlplm
of attack upon existing trade obstacles. Despite their limitations and imperfections, I am
confident that their acceptance in substance would mark an important advance towands the
restoration of international commerce,

The American Government reserves the liberty in the course of any future discussion that
may take place of modifying its attitude on details. Other Governments will no doubt find that
their a to this question, as dictated by their own national situations, is somewhat
different and may have modifications and additions to present. However, it is my hope that the
Governments will be able to adjust their national interests and necessities and devise the means

for achieving the general purpose upon which we have all agreed, .
(Signed) Cordell HuLL,

Bub-Appendiz

AMERICAN SUGGESTION FOR THE FURTHER DEVELOPMENT, DURING THE RECESS AND LATER
STAacES OF THE CONFERENCE, OF A ProGRAMME oN CoMMERCIAL PoLicy

The Governments represented at the Monetary and Economic Conference, being desirous of
abandoning economic conflict and collaborating in seeking general economic im i
through the mutually profitable exchange of goods, undertake to reach agreement, in the
mnmwwyo[mﬂqmmmhm,mdtmmmwﬁwmydmw

uction of existing barriers ;

Seclion 1

Are resolved, as a first step in out this pregramme, to endeavour to reach
agreement, at the earliest moment favourable to such action, along the following lines ;




not to introduce abstacles, direct or indirect,
wﬁ:ﬁnﬂsﬂmhnp- m:‘m s Mbwt,
brought into existence by the exercise of administrative or executive under
g S B o ey Tl i
t f treat ;
hmﬂ&uﬁmmﬂubmprﬂgp‘u

Thcpmdh;mmtmhmbjmmm!nﬂniqmﬂmmduupﬁ:m:
al mmmmtmmmmuu.mmmurmﬂy,

&Lm.?hmmmmmm.m.anMummwmm

Article 4 ol the Geneva Convention of 1927 and as annex to document

Conf. M.E./CE24, and that for the purpose of usion of products of conwviet or
forced labour).

&) Duties or taxes imposed on imported products merely to offset internal excise taxes
m‘mmpetin; domestie products,

{e] Arrangements, whether of duties, quotas, or other forms, in connection with
multilateral agreements for the regulation of production marke of natural
products, provided such agreements conform to principles which have ved general
approval,

(4) Additional duties imposed upon goods found to be * dumped ", in the strict sense
of having been sold for exportation for less than for consumption at home, or bene-
fiting directly or indirectly from governmental or other bounties {such additional duties
being limited to the difference in the prices or to the amount of the bounties as nearly
as may be ascertainable),

(¢) Additional duties imposed on products of particular countries which refuse to aceord
equality of treatment,

(] New or additional duties nrhr;sl:r.iminm nocessitated by governmental measures of
an emergency character which—by raising wages, shortening hours and Improving
conditions of labour—have resulted in increased costs and prices,

Amny new or additional duties or restrictions authorised under the above circumstances
ahall be imposed only for the purpese of preventing an excessive influx of imports of particular
commodities.! They should not be more than sufficient to meet the emergency and should
continue in force only for the period of the emergency.  They should not reduce foreign trade in
the commaodities affected below the level of pre-determined pericd, and should be used only
to prevent drastic increases of imports above the level of such pericd.  They should not be
imposed or applied in such manner as to diserirminate against the trade in the products concerned
of any country participating in the trucs,

Before exercisi the right conferred in this reservation, Governments are to give pro-
liminary notice to :gu principal foreign countries supplying their imports of the particular
commaodity, and to allow reasanable opportunity for representation of the viewpoints of such
Governments with regard to such duties or restrictions, each Government having the right,
in the case of an unsatisfactory result of such consultations, to descunce the agreement with
reference to the products of country availing itsslf of this safeguarding provision,

This agreement kmuldhtﬂpﬁntul.dhﬂluﬂh‘yﬂlmtu,lndvmﬂldmmuinm
force when accepted by Governments representing {say} 50 per cent. of the world's international
cammerce. It is to be of indefinite duration, but one year after coming into force it may
be subject to denunciation upon one month’s notice.

Section 8

Are further resolved forthwith to Enitiate bilateral (or plurilateral) negotiations for “the
removal of prohibitions and restrictions and for the reduction of tariff rates ; and they declare

I.mlwmm:ormmmmummhw:

"kurmﬁwdnmwmuwmmmmMmhmm
an am muqunrnm.dqdulpumﬂmﬂmmuhmmnnhmhymun
urun[:dt rlup-rm.ulh-mmudanmh&mmm-u- shall have excreded
the avenige during he corresponding monthe of the three-year paricd 1830, |931 and 1633 ;

(B} By at least {ssy) ten mhmmuwamuﬂﬁmmmduﬂmmmm

we muﬂdl:lﬁlmntp cend. of domests piion, or bave Suted 8 matesially

propartion of damest m-nlpl&:!t}undmn'w,ﬂnpmdlqlm.

“ (1) By at least ﬂPﬂME-hm“ﬂfllrllﬂhﬂ-mmuT during the twn montha
mhﬂmdi:ltlnpnmum-ﬂummhtuwm mﬁ‘nmtw_

* @) By at leawt {my) 80 £ cent. in the case of any article of which the imparts da the twa months
Fﬂhﬂrﬂtﬂoudﬂmprlﬂpﬂ'ﬂ-L of domestic consmption.' i




that their aim in these treaties is substantial reduction of basic trade barriers, and not merely
the removal of temporury and abnormal restrictions and increments imposed for bargaining

purposes,
its in its under cach Govern-
ment thould dc i Gost and Wmmmmﬁmm and reducing
ﬂuﬁu which most elearly lack econamic justification,

{B}Duﬁuumwunhmmﬂum;wm exclude foreign
competition, such as those which restrict im Hmnt commodities to less
than § per cent. of the domestic consumption

{4 Duties or restrictions on mmmu{ﬂl&hh\ubmwhhnmﬂy
u.nh.thdmlﬂﬂumwdwbﬂtdmlkmmpﬂm
[r] Protective duties or restrictions which have been in effect o considerable period of
time without about a substantial domestic production of the protected com-
maodities (say to 15 per cent. of the total domestic consumption thereaf),

Such agreements should have incorporated in them the most-favoured-nation in
ihunwnﬂtmﬂuﬂnmrkmdhrm—hhnppﬂadtndlﬂmmuﬂmﬂmdl contral of
ll'ﬂnntm.ljrlﬂ duties—subject only to such limited or temporary exceptions

ve been recognised in the past or may gain general assent.

Such agreements shall not introduce discriminatery features which, while
hrmﬁhﬁ:dmhpmthmwﬂngpuhu.wﬂlmdn&mwupmwmhm
a5 4w

The Governments declare that the most-favoured-nation enjoins upon every

power making use of the quota system or other systgms for limiting to apply these
l.]r:tmuuaumdmuﬂtﬂcupﬂmmmhrﬂrfhdwmpehnwpodnﬁufm
unnusmnhmmpp]ymgthampﬂrhduﬁdﬂnﬁﬂcﬂd
ting Governments urge the general acceptance of the principle that the rule
nd'equnl{ty mrmt require the generalisation to wﬂupmh of the redoction of tariff
rates or import restrictions made in conformity wlilhp teral agreements that give reasonable
promise of bringing about such general economic strengthening of the trade area involved as
to prove of benefit to the nations generally ; provided such agreements :
(a) Include a trade ares of substantial size ;
(% Call for reductions that are made by uniform percentages of all tariff rates or by
some other formula of equally broad applicability ;
(¢} Are open to the accession of all countries ;
() Give the benefit of the reductions to all countries which in fact make the concessions

stipulated ; and 5

(e} When the countries party to the plurilateral ment do not, during the term
the plurilateral treaty, mtm.nywmﬂum against imports from countries
outside of such agreement.

—
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POST-CONFERENCE

POLICY MEMORANDUM NO. 1

July 31, 1933.

ObjJectives of the Commerclal Folloy
of the Administration:

To protect, to restore, and to expand the export trade
of the United States;
8. by preventlng new trade barriers througzh
maintenance and extenslon of the tariff
truce;
b. by securing the restoration of barriers to
internativnal trade to the 1929 basls;
¢. by eecuring further reductions in tariffs
below the 1929 level.
To break the hold of the difference-in-cost fallacy,
to estapllegh objectlve crliteris for limiting tariff
bounties, and to diminish the dominance of local
interests over Conzsress by making tariff paiiuy
pubjeet to genera. rules and national considerations
under Fresldentlal leaderasnlp and resaponsibllity.
To increass the prosperity of the United States (&)
by guldl ng the expanslon of our industry inte the
most effective and most productive lines and away
frem the hot<house industries which are meintained
only



W -

only by high tariff bountles, and (b) by a slow
and eautious deflation of the least desirable of
our hot-house industried.

of these ubja-ut.:l.*ua the second will receive no support
except among & Tew interessted in the organizatlon and opera-
tion of the Goverrnment and the third will not be susceptible
of meaBurement end will make no general sppeal - will in
fact rouse more cpposition than support.

Consequently, all stages of the program must rely for
Congressional and publie sipport upen the prespects which
they hold out of lnoreasing American export trade, and the
later stages may fell if the first stages have not in fact
yielded a material increase in export trade. Of couras, the
program will recelve some partisan support and some support
from the vague feeling that the American teriff 1s "too
nigh"; but, on the other hand, any lowering of the tariff
through international cooperaticn will ancounter jingoistie

prejudices.

Eow.

Rk




Ex

= 10, Batwning Sieart,
z Bl pibyall,

S5th Aupust, 1933,

My dear President Rocsevelt,

I was very happy indeed to have your message just
before the International Conference sdjourned and, quite
apart from its personal gratification, it 4id a great deal
to secure & finieh that was not at all unhopeful. Although
the end gave our enemies great cause for snearing and
blaspheming, the spirit of helpfulness, which was so menifest
after the first day of pessimism was over, and which drove- )
the Conference at a pace I have never known &n international
conference to show, lasted right to the end; and as soon as
I have had a few more days for recuperation here I am going
to take the work up egain from where it was left off.

You will have had full reports from Mr. Cordell Hull
and Governor Cox, sc I need not try to add anything to what
you know. If we could come to an agreement on the Dew
conditions of things before much ie done to continue the work
of the Conference, it would be a great goain, es I am as opposed
as ever to a mere European bloc. In the course of this monmth

perhaps /



perhaps the outlock of the United Btates will be & bit
clearer, and it will be more rossible to come to certain
understandings which will prevent a rigid attitude of the
gold bloc stopping big international agreaments, If we
cennot open out a way for the latter, we shall have to face
& world economie war, which will do more damage to human
idealism and international peace than the late conflict
fought out on battlefields,

I am up here once mminthmnndumgstwum
pPeople. I hope that Mrs. Roosevelt and you keep fit to face
the great struggle in which you are engaged, and thah, so
far as it has gone, it incresses the good heart in which you
entered it, Ishbel does not come up until the end of the
month, or she would join me in sending very best wishes,

Yours most sincerely,

MMQW

The Hon. Franklin D, Roosevelt, ‘}"’h W Lee "“-ﬂ-f "‘”‘Mﬂ,
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