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LEAGUE OF NATIONS

REDUCTION OF ARMAMENTS

FINANCIAL ASSISTANCE
TO STATES VICTIMS OF AGGRESSION

Note by the Secretary-General:

The Secretary-General has the honour to forward for the information of the Assembly,
in accordance with the Council's decision of September 8th, I927, the following documents:

I. Extract from the Financial Committee's Report to the Council on its work during its
twenty-seventh session, held at Geneva, June 8th to I4th, I927.

II. Extract from the Minutes of the Council meeting held at Geneva on June I7th, I927.
III. Extract from the Minutes of the Council meeting held at Geneva on September 8th,

I927.
IV. Replies received from the Governments on the Financial Committee's Report:

(a) Estonia, Haiti, Honduras, Spain.
(b) Finland.
(c) Czechoslovakia.

I. EXTRACT FROM THE REPORT OF THE FINANCIAL COMMITTEE ON ITS WORK
DURING ITS TWENTY-SEVENTH SESSION, HELD AT GENEVA, JUNE 8th TO
I4th, I927.

On December 8th, I926, the Council, after receipt of a report from the Council Committee
appointed to deal with questions relative to disarmament, asked the Financial Committee to
examine various proposals which had been submitted " with a view to the establishment of a
common scheme of financial assistance in support of a State which is the victim of aggression ".

The Financial Committee has examined this problem both in March and during its present
session, and now submits the following report.

The Committee has confined itself to the technical question as to what form of scheme would
be most feasible should the Governments decide the major question of principle that such a
scheme is desirable.

It has assumed that the Governments will decide both whether such a scheme is to be adopted
and as to the conditions, including the definition of the victim of aggression, the method of deter-
mination (such as by unanimous or majority vote of the Council), the States entitled to participate
in the scheme (e.g., whether they may include non-members of the League), and also the maximum
amount to be covered by the scheme.

General Principles.

Several schemes have been submitted to the Committee and have assisted it in seeing the
problem from every point of view. Some of these, however, are based on principles which the
Committee considers would in practice present great difficulty.

For instance, the Committee is of opinion that all schemes which aim at the accumulation
of funds in time of peace should be excluded, owing not only to the reluctance of Governments
to lock-up funds but also to the practical difficulty of deciding how and where the funds should
be invested and how such investments could be rapidly realised in times of stress. It would be
equally impracticable for the League itself to raise loans. Nor is it likely that a system of direct
subsidies would be workable.
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The only scheme which seems to the Financial Committee to afford a practical basis would
be the system - which incidentally has the advantage of experience and proved success - of
assisting a country victim of aggression which might otherwise find difficulty in borrowing, by
the association in its financial operations of Members of the League.

The aim of the scheme described below, therefore, is to assist a State victim of aggression
by means of a League scheme in which the credit of the individual country is strengthened by
association with that of other States.

The scheme contemplates that the credits should be obtained in the ordinary way in the
money market, and that the attacked State should itself contract a loan on the general security
of its revenues, but with the aid of an international guarantee, the mechanism of which will be
considered below.

It is suggested that the scheme should be embodied in a convention open for signature by
the different States, but that a State should not benefit by the scheme unless it had become a
party to the convention within a period to be fixed, and thus undertaken its obligations.

The Guarantee.

A precedent for setting up, under the auspices of the League, a mechanism to render effective
a guarantee by several Governments of a public loan exists in the case of the Austrian Recon-
struction Loan. A similar procedure could be adopted in the case of a loan raised, with the consent
of the Council, by an attacked State, under the " Guarantee " Convention. A complication arises,
however, from the fact that the particulars of the loan to be issued are unknown, and that it is
thus impossible to deposit beforehand detailed guarantee bonds. It will therefore be necessary
to provide by internal legislation for the deposit of " General Guarantee Bonds ", which can be
changed, if necessary, into " Specific Guarantee Bonds " when a definite loan is raised .and the
annual amount of the required guarantee (i.e., the interest and amortisation of the loan) is known.
The "General Guarantee Bond" would thus be an undertaking by each signatory to guarantee
its share of the payments due in the service of any loan thereafter contracted under the Convention,
up to a certain maximum amount.

It would be necessary that, on the ratification of the Convention, immediate legislation should
be passed in each of the signatory States authorising the guarantee up to a fixed maximum for
each country and that forthwith a general bond in legal form should be deposited by each signatory
with the League covering the amount of the signatory's guarantee and exchangeable on the demand
of the Trustees into specific bonds in terms corresponding to the actual loan issued.

These "General Guarantee Bonds " might be held in'trust by the Secretary-General of the
League or special Trustees appointed by the Council. When a case of aggression arises and the
attacked State obtains the consent of the Council to raise a loan, the Secretary-General or Trustees
holding the " General Guarantee Bonds " would present them to the guarantors for exchange
of the whole or part into " Specific Guarantee Bonds ", the latter guaranteeing the service of the
specific loan raised by the attacked State. In other words, the signatories would hand over to
the Secretary-General or the Trustees under the Convention as many specific bonds as there will
be instalments of interest and amortisation payments.

It must be assumed that a large number of States will desire to insure against acts of aggres-
sion and, as signatories to the Convention, participate in the guarantee. Such universal partici-
pation would be a powerful moral deterrent to aggression and would be consistent with the general
principles of the League.

The following points, however, need consideration:

I. The proportion in which the signatories shall participate in the guarantee;
2. The amount of the guarantee.

The Committee suggests that the proportion of the guarantee to be allocated to each signatory
State should be fixed approximately on the basis of its contribution to the League.

For States non-Members of the League, if they are admitted to the scheme, the participation
would have to be calculated on a similar basis.

Thus if the maximum sum which the Governments decide it is desirable to guarantee in case
of aggression were, for example, £50 million, this method would mean that each Member State
would need to guarantee the service of a sum equal to about fifty times its present annual contri-
bution to the League.

It should, of course, be clear that any such sum would be a maximutm: the Council might
decide that, say, £30 million was sufficient in a particular instance, in which case the several
guarantees, while retaining the same percentages and respective proportions, would only involve
3/5 of the responsibility which would have fallen on the different States if the maximum were
authorised. -

It will be clear that what a signatory State would make itself responsible for, on the figures
taken, would not be to pay a large capital sum amounting to 50 times its contribution to the
League, but only sums corresponding to the annual service of a loan of that amount, and that
only if and in proportion to the extent to which the borrowing State itself failed to meet the service
of its loan. It would be understood that there would be no joint guarantee; but each guarantor
would be responsible for his allotted proportion of the service of each bond.



Super-guarantee.

In view of the fact that on the outbreak of hostilities the credit of belligerent countries in
foreign markets is extremely low, and that, in the event of a great crisis, the whole of the inter-
national money market may be adversely affected, the public would require guarantees in a more
concentrated shape than those stated above, before they would subscribe to a loan under the
Convention. Moreover, the difficulties and delays involved by reason of the guarantees being so
widely distributed are a serious disadvantage in circumstances where promptness of action is of
the very essence of the Convention. It is therefore proposed to fortify the scheme by creating what
may be termed a super-guarantee, by which a few financially strong signatories would guarantee
vis-a-vis the investors the whole amount. This super-guarantee would not operate as a'guarantee of
an additional amount, but as an additional guarantee of the original amount suggested, e.g.,
fifty times the amount of contributions to the expenses of the League by the signatories. Thus,
any specific loan raised by a State victim of aggression would be thrice secured:

i. By the borrowing State itself;
2. By all the signatories to the Convention (primary guarantee);
3. By certain financially strong signatories (super-guarantee).

The question as to which signatories shall participate in the super-guarantee is a matter for
negotiation amongst the financially powerful States themselves, but the Committee suggests that
at least the countries permanently represented on the Council of the League should be included.

Each super-guarantor should undertake to facilitate the public issue in its own country of
loans raised under this Convention, to the extent to which it participates in the super-guarantee.

It may be well to comment upon one possible criticism. In the circumstances contemplated,
immediate financial assistance may be required, and the floating of a public loan on the basis of an
international guarantee and in several national markets may take some little time. The Committee
considers, however, that, once the Council has solemnly declared a country to be the innocent
party in the crisis, thus authorising the application of the international guarantees for its benefit
and committing the States represented on the Council to its support, the moral effect and the
confidence in the successful issue of the public loan would be sufficient to enable the attacked
.State to obtain temporary financial facilities for its most urgent needs.

It is important that the guaranteeing laws should be so drawn as to define the States' responsi-
bility, not as guaranteeing an unchangeable percentage of whatever sum might be borrowed,
but so that if the guarantee or super-guarantee of one of the signatory States should, for any
unavoidable reason, prove unavailable, a smaller loan could still be guaranteed and super-
guaranteed up to Ioo per cent by the individual guarantors and super-guarantors assuming a
higher percentage responsibility for smaller totals - the extent of the actual responsibility and
the proportions between the several guarantors and super-guarantors remaining unchanged.

Summary ol the Mechanism of the Guarantee.

The signatories would undertake to deposit with the Secretary-General or Trustees (to be
appointed by the Council) non-interest-bearing " General Guarantee Bonds " of an amount in
gold francs equal to, say, 50 times their annual contribution to the expenses of the League. Should,
at a later date, their contribution be substantially increased or decreased, the bonds deposited
would be increased or decreased ratably.

The super-guarantors would deposit with the Secretary-General or the Trustees non-interest-
bearing " General Super-Guarantee Bonds " of an amount in gold francs equal to the total amount
guaranteed by the signatories to the Convention under their primary guarantee.

In case an attacked State, being a party of the Convention, appeals for financial assistance
under the Convention, the Council of the League, on the advice of the Financial Committee, would
decide to what extent and in what manner this request is to be complied with, and would fix the
amount of the loan.

The signatories would undertake the guarantee of interest and amortisation of such loan, in
the ratio equal to the ratio of their participation in the scheme.

Upon the amount of the loan of the attacked State and the conditions of issue, including the
rate of interest and the ratio of redemption, being determined, and its issue decided upon, the
specific guarantee becomes operative.

The signatories to the Convention would undertake, on the demand of the holders (i.e., the
Secretary-General or the Trustees) of the non-interest-bearing "General Guarantee Bonds ",
to exchange these bonds for " Specific Guarantee Bonds " up to the required amount within the
total of their guarantee.
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The " Specific Guarantee Bonds " should be generally in similar form to the bonds lodged
with the Trustees of the Austrian Reconstruction Loan and the procedure for bringing them into
operation should be the same.

The non-interest-bearing "General Super-Guarantee Bonds" would be exchanged into
"Specific Super-Guarantee Bonds " in the same way as the " General Guarantee Bonds " are

exchanged into " Specific Guarantee Bonds ".
The " Specific Guarantee Bonds " and "Specific Super-Guarantee Bonds " would be held

in trust by one or more Trustees to be appointed by the Council.
In the case of default of interest and/or amortisation payments by the aggressed State, the

Trustees would present the " Specific Super-Guarantee Bonds " to the Super-Guarantors for
immediate payment. Simultaneously, the Trustees would present the "Specific Guarantee
Bonds" to the primary guarantors, and, on these being cashed, the Trustees would reimburse
the super-guarantors.

*
* *

If it is desired to adopt such a scheme, the Financial Committee would be glad to have an
opportunity of considering further the elaboration of the detailed scheme, of which the general
outlines have been sketched above, and which might require some technical modifications,
especially in view of legal considerations.

II. EXTRACT FROM THE MINUTES OF THE SIXTH MEETING
(PUBLIC, THEN PRIVATE) OF THE FORTY-FIFTH SESSION OF THE COUNCIL

Held at Geneva on Friday, June I7th, 1927, at Io.30 a.m.

Present: All the representatives of the Members of the Council and the Secretary-General.

1974. Reduction of Armaments: Proposal by the Finnish Government for Financial Assistance
in support of a State which is the Victim of Aggression: Report of the Financial
Committee.

M. Erich, representative of Finland, came to the Council table.
M. BENES read the following report and draft resolution 1:
" The Secretary-General's memorandum, which was distributed to the Council, reminds us

that the Financial Committee asked permission to postpone, until the June session, the submission
of its repoit on the Finnish proposal relating to financial assistance to States victims of aggression.

" We are now in possession of this report 2 (Appendix). Owing to the importance of the
question dealt with this document requires very attentive study, and I do not think I can ask
the Council to express an opinion forthwith. Subject to the observations which my colleagues
may wish to make, I venture to propose that the members of the Council should reserve the right
of their Governments to examine the report in question at a subsequent date. The examination
of the repoit which I have been able to make is sufficient, however, to allow me to ask you to
associate yourselves with me in congratulating the Financial Committee on having so efficiently
and rapidly sketched the main outlines of a concrete plan which provides a solid basis of discussion
for the subsequent investigations. I also note that the Financial Committee declares itself ready
to study the details of the draft as soon as the Council thinks advisable.

"This draft will, undoubtedly, arouse the greatest interest among all Members of the League
of Nations, and in these circumstances it seems to me that, while postponing our examination,
we must communicate the report to all the Governments of the States Members of the League,
which will thus be in a position to study it, and communicate any observations they may like to
make before the Council decides on what direction the investigations should take. I therefore
venture to propose to you the adoption of the following resolution:

"'The Council:
" Having taken cognisance of the Financial Committee's report on the Finnish Govern-

ment's proposal relating to the financial assistance provided for in Article I6 of the Covenant;
"'Congratulates the Financial Committee on the manner in which it has performed

its task;
" ' Requests the Secretary-General to forward the Financial Committee's report to the

Governments of the States Members of the League:
" ' Adjourns to the Council's next session the examination of -the report and of any

observations submitted in time by the Members of the League.' "

By way of supplementing his official report and proposals, M. Benes added that the Financial
Committee had pointed out that its report was confined to the technical aspect of the question,
with which it dealt in its main lines, leaving on one side the purely political aspects, which the
Council would ultimately have to consider. The Financial Committee's scheme had contemplated
a system for applying the principle of the mutual gua antee in respect of credit on behalf of a
State which was the victim of aggression at a particularly critical moment for that State. The

Document C. 332. 1927. IX.
2 Document C 336. M. i Io. 1927. II.
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Commlittee had discarded the possibility of granting cash subsidies or of building up a liquid
fund in advance.

As he had stated in his report, M. Benes did not propose to go into the substance of the problem
at the present session. He wished, however, to remark that the system of mutual assistance
in respect of credit as contemplated in the Financial Committee's report, did not appear to
prejudice the question of the final liquidation - at all events in part - of the expenditure incurred,
in conformity with the principles of Article i6 of the Convenant, in the course of a war by a State
that had been attacked. That question had also been referred to in the Committee's proceedings,
but it was a purely political matter and had consequently been left in abeyance.

The Council would further observe that the Financial Committee's report did not deal with
the question whether the principle of financial assistance in respect of credit could be contemplated
as an isolated problem or w^hether the realisation of such assistance should be bound up or not

Twith the solution of the problem of the limitation of armaments. Obviously, these aspects of the
matter were purely political and could be discussed later by the Council. M. Benes, however,
had considered that the attention of his colleagues must necessarily be drawn to them, because
they formed the essential factors of the political aspect of the matter dealt with in his report.

M. SCIALOJA noted that the Rapporteur had proposed that the Secretariat should communicate
the Financial Committee's report to the States Members of the League. He personally wished to
suggest that not only the Financial Committee's report, but also M. Benes report to the Council
and an extract from the Minutes of the discussion should be sent to the States Members. The
proposals submitted by the Committee to the Council concerned to a very great extent the States
Members themselves, since the latter would be obliged to lend financial assistance as soon as there
had been aggression. It would be somewhat difficult for the Council to discuss this point unless
it were in possession of the views of the Members concerned and unless it knew what they were
prepared to do. It might, moreover, be wise to take into consideration the case where the
aggression did not concern merely a single State, since the present position of world affairs made
it very probable that the aggression might result in a war not merely between the State attacked
and the aggressor but between a whole group of States and the aggressor, while, again, it was
quite possible that the aggressor might be represented by yet another group of States. In these
circumstances the question of financial assistance would become' far more serious.

le also desired to draw the Secretary-General's attention to the desirability of sending to
the States Members a rather more definite communication than that ordinarily sent.

Frequently Governments failed to reply to. such communications. They must be made to
realise that their interests were at stake and that it was essential that they should reply in good
time. Again, the Committee should be requested to undertake the necessary enquiry into the
case in which financial assistance concerned more than one State.

M. URRUTIA thought that the question of financial assistance, which was contemplated in
Article 16 of the Covenant and which had been investigated by the Financial Committee, was of
the very greatest importance. He agreed with M. Scialoja as to the interest with which all States
Members would examine this problem, together with the memorandum submitted by the Financial
Committee. He therefore supported the suggestion that the Financial Committe-'s report,
M. Benes' report to the Council and the Minutes of the discussion should be sent to the Governments
of the States Members.

He had, however, a remark to offer regarding the last paragraph of the resolution submitted
to the Council. The Committee's report and the documents accompanying it would be sent by
the Secretary-General to the States Members after the Council's report had been adopted. In view
of the importance and seriousness of the question, it was probable that every Government would
pay the closest attention to this question, which would be very thoroughly investigated. In these
circumstances, M. Urrutia thought that the Council would hardly be able to begin its examination
of the substance of the question at its next session. Certain countries were situated at some
distance from the seat of the League, and it was hardly possible that the results of their examination
could be received by the date proposed. For this reason, he suggested that the words " at the
next session of the Council" in the last paragraph of the resolution should be replaced by the
words "at a forthcoming session of the Council ". The Council would, then, when it had received
a number of important communications, be able to embark upon its study of the question. It
was of the highest importance that the majority of the opinions of the Members of the League
should be known at the time when the Council took a decision on this very serious matter.

M. ERICH, representative of Finland, expressed on behalf of his Government, his warmest
thanks for the work done by the Council and the Financial Committee in order to find a satis-
factory solution of the important problem of financial assistance - a problem which was closely
bound up with that of the reduction of armaments.

Seeing that the Council would probably decide to postpone the examination of thescheme
until a later session, he would refrain from submitting observations on the substance of the
problem. He would merely state his conviction that the Council would, at a later date, take
action in pursuance of the assurance given by the Financial Committee in the following terms:

" The Financial Committee would be glad to have an opportunity of considering further
the elaboration of the detailed scheme, of which the general outlines have been sketched
above. . . "
Lastly, he wished to thank M. Benes for the very favourable report which he had submitted.

M. ZALESKI, referring to M. Urrutia's suggestion, pointed out that postponement sine de
always appeared to him a dangerous procedure. The Council would be running no risk in



adjourning the question to its next session. If the number of replies was then still insufficient, the
Council would always be able to defer the examination of the problem to another session.

The PRESIDENT added that there was a further reason for taking that course, namely, that the
question would almost certainly be discussed by the Assembly.

M. BENES seconded M. Scialoja's proposal. The reasons cited by the latter were very weighty,
and there were additional reasons. The problem was a complicated one, and the Financial
Committee's suggestions were extremely interesting. They took into consideration certain
definite and important points and it would be a good thing to inform the Governments of the
States Members of the arguments advanced by the Financial Committee.

He was unable to share the view of M. Urrutia and supported what M. Zaleski had said. He
thought that the Council might maintain the text of the resolution as submitted, because it was
essential to make quite clear that the Council was not indifferent to the question. The problem
involved was bound up with that of disarmament and an indefinite adjournment would be
dangerous.

As the President had very rightly said, the fact that the Council would examine the question
did not imply that it would take a final decision at its next session. On the contrary, the replies
from the Governments would doubtless contain fresh suggestions, which would require considera-
tion, and which might even lead the Members of the Council to alter their own way of thinking.
Accordingly, as M. Zaleski had said, if, at the next session, the Council were unable to find a final
solution, it could defer the examination of the matter to a later session. Moreover, the Financial
Committee was continuing its investigations and it might perhaps be in a position to submit a
fresh report in September.

In these circumstances M. Benes enquired whether M. Urrutia would not be satisfied with the
concession which he had proposed. He associated himself with what M. Erich said and paid
a tribute to the initiative of the Finnish Government.

M. URRUTIA said that he would not insist on his proposal. He would, however, reserve
his right to raise at the next session the question of postponing the problem, if the number of
communications received from the Governments were insufficient. From the juridical point of
view, this question was of identical importance to all States Members who had signed or adhered
to the Covenant. If, from certain points of view, the question was of less interest to some States
than to others, from the juridical and moral points of view and, further, from the point of view
of the future of the League, all States were bound to give it equal attention.

The draft resolution proposed by M. Benes was adopted.

It was agreed that M. Benes, report to the Council and the Minutes o/ the present discussion
should be forwarded, with the Financial Committee's report, to the States Members o/ the League.

M. Pospisil and M. Erich withdrew.

III. EXTRACT FROM THE MINUTES OF THE FOURTH MEETING (PUBLIC, THEN
PRIVATE) OF THE FORTY-SIXTH SESSION OF THE COUNCIL.

Held at Geneva on Thursday, September 8th, I927, at 3.I5 p.m.

Present: All the representatives of the Members of the Council, and the Secretary-General.

2oo3. Financial Assistance for States Victims of Aggression.

M. Erich, representative of Finland, came to the Council table.

M. BENES read the following report 1:
"As stated by the Secretary-General in his memorandum (document C.455.I 9 27.IX.), the

Council adjourned to its present session the examination of the technical scheme of financial
assistance to States victims of aggression, prepared by the Financial Committee, and of any
observations submitted by the Governments of the States Members of the League of Nations to
whom this report was circulated.

" This question has already been laid before the Assembly in the Supplementary Report of
the Council. In these circumstances, I think that the best course would be for the Council merely
to forward to the Assembly, for its information, the complete text of the Financial Committee's
report and of any replies received, and to reserve consideration of the matter until the December
session. "

M. Benes desired to add that, in addition to Spain, Estonia and Austria, intimations of agree-
ment had been received from two other countries, namely, Haiti and Czechoslovakia.

M. ERICH, representative of Finland, desired to thank the Council for its continued interest
in the Finnish proposal, an interest to which testimony was borne once again by the conclusions
of M. Benes' report. The action suggested by the Rapporteur was entirely in conformity with the
ideas of those who had originated the scheme, for the success of which exhaustive study and
examination could only be advantageous.

1 Document C. 463. I927. IX.



Sir Austen CHAMBERLAIN made the following declaration:
Mr. President, I heartily support the proposal of the Rapporteur, but I should like to make

a few observations upon the subject-matter of the Finnish proposal.
My Government has read with the greatest interest the report of the Financial Committee of

the League on thee proposal of the Finnish Government for financial assistance in support of a
State which is the victim of aggression.

It considers that the scheme outlined by the Financial Committee should be welcomed as
providing a practical means of mobilising the financial resources of States Members of the League
against a State guilty of aggression, and as affording an impressive demonstration of the solidarity
of League opinion against such a State. Moreover, it may be hoped that the existence of such a
scheme, giving tangible guarantees that a State which is the victim of aggression would in case of
need receive an immediate and substantial increase of strength, would in itself act as a powerful
deterrent to any act of wanton aggression and, by contributing to the general sense of security,
assist towards the attainment of an effective measure of disarmament.

But the scheme would involve the acceptance by my Government of heavy financial commit-
ments which would have to be met automatically, should a case of aggression occur, and my Govern-
ment would have to seek special powers from Parliament to undertake the liabilities imposed upon
it by the scheme. It could not seek such powers from Parliament, and it is confident that, in present
circumstances, Parliament would not grant such powers, unless it could be shown that, in return,
our country would be likely to obtain such a substantial return as would result from the general
acceptance of a convention for reduction and limitation of armaments, involving a substantial
measure of general disarmament.

It will, of course, be understood that eventual acceptance of the scheme by my Government
must be conditional upon general acceptance by all the principal States Members of the League,
and upon a satisfactory distribution of the liability to contribute to the " super-guarantee " which
is the essential feature of the scheme.

It follows that, while my Government regards the scheme as a valuable contribution to the
study of the general question of disarmament, it cannot consider that scheme in isolation from
other aspects of disarmament, and must reserve its decision, as to the possibility of seeking
powers from Parliament to enable it to take its share in bringing the scheme into effect, until it
has before it the final outcome of the Disarmament Conference and until it can see the practical
measure of success attained by that Conference and the extent to which this scheme, in particular,
commands the general support of States Members of the League.

There are several subsidiary points to be considered, including those raised by the Italian repre-
sentative on the Council at its meeting on June I7th last, particularly the application of 'the
scheme in the case of more than one State Member being the victim of aggression at the same time,
but it is unnecessary at this stage to offer detailed observations upon the report of the Financial
Committee, in view of the Committee's request to study the matter further, and in view of the
Rapporteur's proposal.

M. BENES wished to suggest to the President that it might be desirable to send to the Assembly,
in addition to the documents mentioned in his report, the Minutes of the present meeting together
with those of the earlier meeting to which Sir Austen Chamberlain had referred.

M. SOKAL congratulated the Finnish delegation upon the action which it had initiated and the
Financial Committee on its report. He would, for the moment, merely say that the Polish Govern-
ment had examinthe Financial Committee's scheme and hae d already declared itself in agreement
with the principles theinreof. M. Sokal did not think that it was necessary to enter into a discussion
of details immediately. The Polish Government would shortly forward its observations to the
Secretariat.

The conclusions of the report wzere adopted, and it was agreed that the Minutes of the two meetings
of the Council to which M1. Benes and Sir Austen Chanmberlain had referred should be transmitted to
thle Assemzbly.

IV. REPLIES RECEIVED FROM THE GOVERNMENTS ON THE FINANCIAL
COMMITTEE'S REPORT.

(a)

Spain, Estonia and Republics of Haiti and of Honduras have simply acknowledged receipt.

(b) Reply of the Finnish Government.

The Finnish Government had taken note of the Financial Committee's interesting report on
financial assistance to States victims of aggression. This question is one in which Finland has always
taken a sincere and keen interest in view of its great importance for a number of States. The
Finnish Government is glad to note that the investigations of the Preparatory Commission for
Disarmament are now sufficiently advanced to enable it to draw up a concrete - and sufficiently
precise plan which will, it is hoped, ultimately provide a basis for a general convention.



The Financial Committee has, of course, confined itself to the technical aspect of the problem,
leaving on one side the purely political aspects. It is, however, satisfactory to note that the
Committee has adopted a principle on which Finland has always insisted, namely that the adoption
of a definite scheme of financial assistance agreed upon beforehand should be regarded as a natural
consequence of the general engagements based on Articles II and I6 of the Covenant. A satisfactory
settlement of this question would thus be the means of fixing and determining certain duties incum-
bent upon Members of the League of Nations under the Covenant. This is all to the good; at the
same time, the Finnish Government recognises that the preliminary scheme drawn up by the
Financial Committee does not and cannot be intended to settle all the financial questions arising
out of the application of the sanctions provided for under Article I6 of the Covenant. The Finan-
cial Committee's scheme is eminently practical, its aim being to guarantee the necessary financial
assistance to a State in case of its being attacked. Strictly speaking, the scheme provides only for
initial assistance to enable the attacked State of continue to defend itself until the other Members
of the League are in a position to apply the prescribed sanctions. This was evidently the intention
of the Financial Committee inasmuch as it proposes as a maximum a sum of £5o,ooo,ooo, an
amount which would scarcely suffice to cover all contingencies, particularly if the aggressor were
to attack several States at the same time. On the other hand, the amount of credit which is
indispensable to the victim of aggression must not be exaggerated, since, if the action of the League
of Nations and its respective Members is really effective, the aggressor will be obliged in a relatively
short space of time to cease hostilities and the victim would then be relieved from further expendi-
ture consequent upon the aggression. The real requirements to be met by financial assistance
as at present proposed are essentially dependent, therefore, upon the operation of the sanctions
as a whole.

It should be emphasised that, in settling the question of initial financial assistance, the
intention is not either to establish all the financial obligations laid down in the Covenant nor to
fix rules whereby any State directly or indirectly attacked must bear the expenses caused by the
application of the sanctions. The problem of the allocation of expenditure and damages is reserved
for further consideration. The fact should be noted that the Financial Committee has expressly
recognised that its scheme possessed the merit of strengthening the credit of the country concerned.
A far more limited function, therefore, is assigned to it than that arising from the financial obliga-
tions as a whole provided for in Article i6 of the Covenant.

Rightly interpreted, the guarantees and sanctions provided for in the Covenant should
contribute towards the maintenance of peace, by acting as a check on any State whose intentions
were not perhaps entirely consistent with these of the League of Nations for the maintenance
of peace and the interests of its Members. This view implies the recognition that financial assis-
tance, previously determined and made as universal as possible, is of undoubted independent
value. At the present time, however, the arrangement as originally contemplated by the Prepara-
tory Committee for the Disarmament Conference is regarded as an essential part of the programme
for the reduction and limitation of armaments. The Finnish Government therefore deems it
advisable to abstain at the moment from any suggestion aiming at the extension of the proposed
plan, above and beyond its original object, more especially since the establishment of certain
effective financial guarantees would be likely to prove a valuable contribution to the work of
" disarmament "

The Finnish Government merely wishes to lay stress on a particular aspect of the services
which might be rendered in the matter of the reduction of armaments by the practical organisation
of financial assistance. A State lacking well-equipped and complete war industries may dispense
with the manufacture of certain kinds of war material, on condition that, by means of suitable
arrangements, it can procure such material from other countries more favourably placed in this
respect. There is no need to emphasise the outstanding importance of obtaining credits which
would be immediately available for purchases of material abroad, in view of the possibility that
a State with the most pacific tendencies may be involved in war contrary to its own inclinations.

After these general observations, the Finnish Government desires to present some preliminary
considerations on certain questions which have been dealt with by the Financial Committee.

As regards the urgency of the financial assistance and the speed with which a public loan might
be floated, the Committee'itself broached a point, which did'not escape the attention of the Finnish
delegates when, at the Committee's invitation, they had an opportunity of stating their views
on certain details of the scheme in hand. This point was the objection that, according to the
report, the initial assistance might conceivably not be given to the victim of an aggression suffi-
ciently early. It is important, however, to note the Committee's assumption that " the moral
effect and the confidence in the successful issue of the public loan will be sufficient to enable the
attacked State to obtain temporary financial facilities to meet its most urgent needs ".

It is, then, the authority of the Council, backed by practical action of a wide and elastic nature
that should supplement whatever inadequacy there might prove to be in the system of guarantee
outlined by the Committee. The Finnish Government hopes and trusts that this assumption
is indeed justified.

Stress must also be laid on the close relationship that exists between the efficacy of any
assistance and the practical determination of the aggressor, which latter is the crux of any joint
action against the disturber of the peace. The Financial Committee rightly refrained from
deciding (among other questions) whether the Council would have to determine the aggressor and
the victim unanimously or by a majority vote. There are cases, however, particularly under
Article I7, where a State by its own acts condemns itself as the aggressor. The Covenant



undeniably lays down quite unmistakably the broad lines for determining the aggressor and the
victim, and it seems possible to develop and define them by means of appropriate provisions,
into which, however, there is no need to go here.

The importance of the system to be applied in determining the aggressor becomes clearer
if we consider all the consequences of the decisions to be taken by the Council. After determining
the aggressor and the victim, it would be the Council's duty to procure the necessary assistance
for the latter; the report speaks of an obligation " committing the States represented on the
Council to its support " (page 7). Now the Council, while obliged to take effectual measures has,
under the scheme, considerable latitude; it has to decide to what extent and in what manner the
request for financial assistance is to be complied with, and to fix the amount of the loan (page 9 of
the report); the Committee even speaks (page 3), if less explicitly, of a "loan raised with the
consent of the Council ". There are here, then, certain nice points to be settled, and it seems that
it would be well to make a special examination of the question how the principle of unanimity
might usefully be modified, so that any differences which might arise within the Council should
not have the effect of crippling its activity and making the assistance itself more or less illusory.
The Finnish Government begs to refer to the opinion which it had the honour of sending you on
January i8th, I924, on the Draft Treaty of Mutual Assistance.

As regards the examination which should precede the Council's verdict determining the aggres-
sor, attention should be drawn to a passage in the report which seems liable to cause some misunder-
standing. The Committee assumes (page 7) that in a given case the Council has solemnly exone-
rated one of the parties, and that accordingly the guarantee must come into play. But the
determination of the aggressor cannot involve a full enquiry into the responsibility in the dispute
that led to the war. The question of responsibility, in all its bearings, presupposes so searching
and often complex an examination that such an enquiry seems out of the question at a moment
when, in face of an armed conflict that has just broken out, the aggressor and the victim have to be
determined; at such a time, it is necessary to keep to palpable facts on which an immediate
jugdment can be formed. This view is confirmed by all the factors that have so far been taken
into considerations in regard to the method of determining the aggressor.

A further remark is perhaps not uncalled for. Even a country whose demands are wholly
justified in law has no right to resort to the act of aggression condemned by the Covenant. If,
accordingly, the idea of responsibility is to be applied to a particular case, what must be considered
is the responsibility zewith reference to the aggression, not the responsibility with reference to the
actual issue.

The Financial Committee, having taken as starting-point the principle that the State victim
of an aggression should itself - but with the aid of an international guarantee - contract the
loan necessary for its defence, says (page 2) in somewhat vague terms that the loan would be
contracted " on the general security of its revenues "* The Committee therefore rightly ruled
out any scheme of special securities to cover the loan, and it accordingly seems reasonable to
suppose that, by the expression quoted, the Committee simply meant that the debtor State would
be liable for the repayment of a loan raised in exceptional conditions on exactly t'he same broad
principles as govern its liability in respect of its ordinary public loans. We must eliminate from
the start any idea which might have the effect either of laying o'n the debtor State a special and
more stringent responsibility - in particular, as to effecting payment - or of causing loss to its
other creditors.

The convention of guarantee to be concluded with a view to putting into effect the highly
important scheme of the Financial Committee would quickly, the Committee thinks, secure a large
number of signatures; the Report even contemplates universal participation. The Finnish Govern-
ment desires to emphasise this important point: any treaty arrangement for the purpose of
giving concrete effect to a principle contained in the Covenant will be more or less inadequate so
long as it has not received the acquiescence of all the Members of the League, and this inadequacy
will of course be accentuated if some particularly important Members States stand out. As
regards the financial assistance, there would be still another drawback: while an important point
implied in the provisions of the Covenant would be specifically settled so far as a large number of
the Members were concerned, other Members would not be bound by the new Convention, and
nevertheless could not, on that account, be absolved of any of their duties under the Covenant.

In submitting the above comments, the Finnish Government has kept rigidly to the broad
bases of the scheme outlined by the Financial Committee, simply pointing out a few of the relations
between the present scheme and certain provisions of the Covenant, and subjecting some special
points in the report to a preliminary examination. While reserving the right to state its views
later upon the scheme in all its bearings, and to consider any suggestion that may be made, the
Government of the Republic wishes to thank the Council and the Financial Committee for all
their past efforts to achieve a satisfactory solution of this great problem. It is sure that the
Council, when it has decided the general bases of the future arrangement, will take advantage of
the Financial Committee's assurance that it will be happy to embark on a further and detailed
examination of the scheme.

(Signed) Vaino VOIONMAA.
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(c) Reply of the Czechoslovak Government.

I have the honour to acknowledge receipt of circular letter No. 77 - I927, with which you
were good enough to send me, inter alia, the Financial Committee's report on the Finnish Govern-
ment's proposal concerning the financial assistance provided for in Article i6 of the Covenant.

I have submitted the said report to the Czechoslovak Government and I am glad to inform
you that this Government gives its full approval to the principles on which the Financial Com-
mittee's report is based, while reserving its final decision in the matter until a definitive solution
has been found for the problem in question.

(Signed) Edouard BENES.


