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INTRODUCTION. 1

1. Before submitting to the Commission of Enquiry for European Union our proposals
in regard to the reports that have been laid before us, we should like to dispel a certain
impression of incoherence that might arise on account of the number of those reports and
the variety of the subjects dealt with by the various committees.

In point of fact, anyone who can succeed in grasping the relations between these
subjects will find that there is not one of them that is not intimately linked with all the others.
Thus the extent and urgency of credit problems - whether they affect Government loans or

1 The reports of the various special Committees and the other documents submitted for consideration by
the Co-ordination Sub-Committee and the Minutes of the latter are enclosed with this report and are listed in
the Appendix to it.
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commercial credit - now demonstrate more clearly than ever that the whole foundation of
economic life resides in a ready and adequate supply of capital. These problems are directly
connected with action in the matter of public works or national equipment, to which part of
the International Labour Office report is devoted. This action, again, if successful, might
provide valuable outlets for skilled labour, and thus touches on the problem of the
international provision of employment.

Finally, the circulation of capital is so closely bound up with the circulation of goods
that it must hold a foremost place in any scheme aiming either at greater freedom of
international trade in general or at the disposal of cereals in particular.

Similarly, we find that the problem of labour migrations and that of the treatment of
foreigners form a counterpart, in any conception of a better economic organisation, to the
problem of the reduction of tariff barriers, on which depend in the case of agriculture the
demand for greater facilities for the trade in stock-breeding products, and in the case of
industry the problem of a rational development of the different forms of industrial
organisation on international lines.

All these questions, together with others mentioned - for example, in the
Unemployment Committee's report on the co-operation of the factors in production for the
exploitation of territories not utilised - touch, complete one another and overlap, each
demanding its own special place in the conception of a rapprochement which is the dominant
feature of the report of the Sub-Committee of Economic Experts.

The Commission of Enquiry for European Union should therefore examine the various
reports as a single whole, without losing sight of the influence of each of these questions
on the others.

It is in the hope of assisting the Commission in this direction that we have grouped all
the different subjects together in this report, though we have no time to examine them in
detail.

2. There is, however, a fundamental idea which in one form or another occupies the
foremost place in almost all the reports. We refer to Europe's urgent need of a prompt
restoration of confidence, meaning by that both the indispensable faith of the capitalist, the
merchant, the manufacturer in the stability of the economic system in which they operate
and the imperative necessity of being able to count on stable and cordial international
relations in the political sphere.

The Sub-Committee of Economic Experts, in particular, views the absence of confidence,
if not as the sole cause of the present crisis, at least as the principal factor " which tends to
maintain and prolong it ".

" It is for the Governments, supported by public opinion, to make efforts to achieve
closer co-operation and mutual support in order to restore a better state of affairs.

On that condition alone does the Sub-Committee anticipate any large scale revival
of trade and financial operations.

The Committee on Credit Problems heavily stresses the same idea.
The Co-ordination Sub-Committee accordingly expresses the earnest hope that the

meetings of the Commission of Enquiry for European Union and the League Assembly
will afford an opportunity of stimulating and encouraging a policy of genuine international
co-operation.

I. ECONOMIC RELATIONS AND- INDUSTRIAL ORGANISATION.

1. The report by the Sub-Committee of Economic Experts is distinguished by one
special feature from the numerous reports previously published by the League on similar
subjects, and, in particular, from the conclusions of the World Economic Conference of
1927. This feature is the assertion, by a group of men who are daily at grips with the
difficulties of economic life, that even when Europe has emerged from the present crisis
she cannot hope for a real economic revival unless she is prepared gradually to adapt the
traditional conception of separate national economic units and to approximate it - with
every necessary precaution, and possibly in forms as yet unknown - to the conception
of one vast market accessible on equal terms to all or most of the producers of Europe.

" The ultimate goal must be the widest possible collaboration of the nations of
Europe in the sense of making Europe a single market for the products of any and every
country in it. "

The experts are convinced that a mere return to the traditional pre-war state of affairs
would not suffice to achieve the two-fold object which it is our business to pursue: to
contribute to the establishment of a lasting peace and to provide the necessary conditions
for such a development as Europe is entitled to expect, since for generations she has freely
given intellect, man-power and capital to all the other continents and is still, despite her
misfortunes, equipped with the most powerfull and varied means of production.

It is this consideration that has led our experts to contemplate the possibility for
the European countries of rapprochements capable of developing into an economic and
Customs union of the whole of Europe.



-3

Anxious, however, not to aggravate the present difficulties by importing disquietudeinto the public mind and uncertainty into commercial relations, they have endeavoured
to accompany this idea with a series of guarantees, chief among which are the following:

The groups of countries which these rapprochements affect should be such as to ensurethat they are in conformity with the general interest and contribute to the general progressof Europe. They should include free movement of individuals, goods and capital and,indeed, all forms of economic activity, so that a fair balance may be established betweenadvantages and sacrifices. The idea of the future economic solidarity of Europe should besubordinated to the principle of the equitable treatment of commerce, thereby ensuringincreasingly close and profitable mutual relations with other countries, especiallynon-European countries. Finally, should they affect the rights conferred by the most-favoured-nation clause, these agreements should not be allowed to come into force untilan understanding has been reached with the countries concerned.

2. We have long been accustomed to consider the phenomenon of commerce from anexclusively national standpoint - that is to say, as representing the relations of everykind between a given economic unit and all the other economic units. Now comes the
dominant idea of the economic experts suddenly to change our whole outlook and oblige
us to take a bird's-eye view of the network of varied economic relations established amonga large number of countries. We are a little staggered by the number and variety of theproblems raised by the idea of European rapprochements.

Moreover, we realise, like the experts, that it would be extremely difficult in thepresent circumstances to ask countries which are struggling desperately with the crisisto agree in the interests of Europe to any appreciable reduction of their measures ofprotection. Pending a return to better conditions, however, we think it necessary, whilecontenting ourselves for the moment with such modest progress as may be possible, toattempt to change this defensive mentality gradually into a constructive mentality.
We would therefore propose that the Commission of Enquiry for European Unioninstruct the League Economic Committee, with the help of the material to be preparedby the Secretariat for its use, to study the complex of problems raised by the idea ofeconomic rapprochements " in order to bring it before us in more concrete and accessibleforms.

The report of the Sub-Committee of Economic Experts - of which the Co-ordination
Sub-Committee has taken cognisance without expressing itself on points of substance-
should also, we think, be communicated to all the Governments represented on theCommission of Enquiry for European Union, with a, request for their observations. This,together with the other material, will afford the Economic Committee every opportunity
-provided it is given sufficient time - for a conscientious and thorough examination
of the question.

We agree on this point with the Sub-Committee of Economic Experts and werecommend at once that, with the Council's approval, the Economic Committee should beencouraged to resume and pursue its consultations concerning the most important branches
of production.

Based on the idea of " economic rapprochement ", these consultations should give all
those concerned, without exception, an opportunity of examining together the bestmethods of ensuring a better organisation of each branch of production and of thuscontributing to the work of solidarity pursued by the Commission of Enquiry for European
Union.

The economic experts, in transmitting their report, requested their Chairman to drawour attention to the fact that " it would undoubtedly be advantageous if, as soon as theform and purpose of the plans in contemplation with a view to bringing about thisrapprochement have sufficiently taken shape, an opportunity may be provided for. a fullexamination of the possible repercussions and effects which such plans might produce
on the interest of non-European States ".

This preoccupation of the experts seems to us entirely justified, and we think that
the Economic Committee, composed as it is of highly qualified experts enjoying generalconfidence and chosen from among the different continents, would be particularly
competent to undertake this examination.

II. CREDIT PROBLEMS.

1. STATE LOANS.

The Co-ordination Committee has examined the report transmitted to it by theCommittee of Government Experts which, together with a delegation of the League FinancialCommittee, has examined the problem for which the Council appointed it - namely:

" To consider what practical steps could be taken to facilitate the issue ofGovernment loans of an international character by more active intervention on the part
of the League of Nations, within the scope of its organisation and in agreement with
the bodies controlling the principal markets."



This Committee on Credit Problems has also had before it the various suggestions made
by the French delegation at the session of the Commission of Enquiry for European Union
in May 1931 and the results of the enquiries undertaken by the International Labour Office
in connection with public works.

With reference to the specific questions submitted to it, the Committee on Credit
Problems endorsed without hesitation the proposal of the French Government that the
Financial Committee, acting in accordance with the instructions received from the Council
of the League, should be prepared to consider such applications from borrowing States as
may be made to it for its assistance.

In addition, it indicated the procedure which should, in its opinion, be adopted in this
connection. It observed that the Financial Committee, which is the advisory body to the
Council in such questions, possesses quite special authority and experience in these matters,
and that the creation of a new organism should not be contemplated. It suggests, however,
at the same time that, for the purpose of such work as nay arise in connection with the issue
of international loans in the future, close co-operation with the Bank for International
Settlements would be desirable, and that the assistance of Treasury officials would prove
useful. In this connection it recalls that the Financial Committee has, in the past, adopted
on several occasions a system of creating ad hoc delegations consisting of its own members and
other persons with special competence in the matters under consideration.

The Commission of Enquiry for European Union may therefore deem it desirable to
suggest that the Council should give its approval to the appointment of one or more
delegations of this character whenever it may be desirable to have the assistance of Treasury
officials.

The various detailed proposals made by the Committee on Credit Problems on other
subjects referred to in the document submitted by the French delegation in May 1931 to the
Commission of Enquiry for European Union the Council will no doubt desire to refer to the
appropriate League organs.

2. LONG- AND MEDIUM-TERM CREDITS.

The Sub-Committee of Economic Experts took up an interesting proposal by
M. Francqui for the creation of an institution for long- and medium-term credits.

The Co-ordination Sub-Committee proposes that the Commission of Enquiry for
European Union should ask the Council of the League to give instructions for the study of
M. Francqui's scheme as soon as possible with his assistance.

3. SHORT-TERM AGRICULTURAL CREDITS.

The Co-ordination Sub-Committee has received a communication from the International
Institute of Agriculture concerning the creation of an international organisation for short-
term agricultural credits. It noted that the Institute proposes to hold a Conference to come
to a final decision on this subject.

III. AGRICULTURAL QUESTIONS.

1. REPORT OF THE CEREALS COMMITTEE.

The Co-ordination Sub-Committee reviewed the work done by the committee appointed
to study the problem of the export of future harvest surpluses of cereals.

To cope with the special difficulties affecting the grain-growing populations of Central
and Eastern Europe, and in response to the appeal made to the Commission of Enquiry
for European Union in December 1930, systematic action has been taken in several different
directions.

An attempt had been made to organise the international wheat market. The Co-
ordination Sub-Committee regrets the failure of the London Conference (May 18th to 23rd,
1931) to secure a broad international agreement, on a world basis, between the European
and the oversea wheat-exporting countries: it expresses the hope that the efforts to conclude
an agreement will be continued energetically.

2. TREATIES CONTAINING PREFERENTIAL CLAUSES.

Attempts have also been made to establish bilateral convention agreements for Customs
preference for purchases of grain from certain Central and Eastern European countries.

The Co-ordination Sub-Committee notes in this connection that the Cereals Committee
(in pursuance of the conclusions of the Second Conference for Concerted Economic
Action) has put forward certain conditions, precautions and rules for ensuring that these
agreements have the character they must retain - that is to say, that they have the character
of temporary and limited exceptions to the most-favoured-nation clause, and do not form
a new and permanent system which would be capable of further development and might
eventually supersede the old one.



The Sub-Committee thinks that the Commission of Enquiry might recommend that
these rules be complied with, including those relating to the sanction of third parties and
publicity.

The Sub-Committee, having examined the' preferential arrangements laid down in the
German-Roumanian Commercial Agreement of June 27th, 1931, and the German-Hungarian
Commercial Agreement of July 18th, 1931; expresses the opinion that these arrangements
are in keeping with the principles laid down at the Second International Conference for
Concerted Economic Action on November 28th, 1930, and that they fulfil the conditions
laid down in the report of the Committee to Study the Problem of the Export of Future
Harvest Surpluses of Cereals, subject to the consent of the other countries interested.

The Sub-Committee points out that the action taken in the agricultural sphere has been
rounded off by the institution of an international mortgage credit. It has learnt with
satisfaction of the progress made by the Organising Committee appointed by the Council.
It recommends that the third and last step in the foundation of the Institute be taken
without delay.

The Sub-Committee is of opinion that the Cereals Committee could still do useful
work by examining the most suitable measures for remedying the situation. At its next
session, the Commission of Enquiry might perhaps summon a further meeting of the Cereals
Committee.

3. REQUEST FOR THE EXTENSION OF PREFERENCE TO AGRICULTURAL PRODUCTS OTHER
THAN GRAIN.

The Co-ordination Sub-Committee examined a memorandum by the Greek Government
on the extension of special facilities to agricultural products other than grain. The ideas
set forth in the memorandum were supported by a number of delegations which also asked
for the extension of the system te o other products.

The Sub-Committee considered that this question should continue to be studied by a
special committee like the Cereals Committee. The Commission of Enquiry for European
Union expects to be informed of any bilateral agreements, similar to those already concluded
on the subject of cereals, that may be concluded in the meantime.

4. TRADE IN STOCK-BREEDING PRODUCTS.

The Co-ordination Sub-Committee heard a statement by the Chairman of the Economic
Committee ofe the League on the position of the work being done for the improvement of the
trade in stock-breeding products and raw materials of animal origin used for industrial
purposes. It noted that three draft veterinary conventions prepared by the Economic
Committee in consultation with qualified experts have already been communicated to
Governments for their observations, with a view to a future international diplomatic
conference on the three drafts.

Inasmuch as these drafts are not concerned with the paramount question of the export
and import of animals and meat, the Polish and Czechoslovak delegates, supported by other
delegates, made proposals for the work in progress for the introduction of a liberal regime,
as regards the trade in and transit of stock-breeding products to be expedited, and for the
Economic Committee of the League of Nations to be requested to prepare a preliminary
draft international convention on the import and export of animals, meat and other products
of animal origin.

IV. UNEMPLOYMENT.

The problems connected with labour, which have become exceptionally acute owing
to the severe unemployment crisis, were taken up and examined by the various Committees
with special care.

1. The Co-ordination Sub-Committee considers that the Commission of Enquiry
should approve the proposals concerning international placing and, in particular, those
for the summoning of a technical conference, to meet upon the terms and with the agenda
suggested.

2. The Sub-Committee firmly believes that the execution of public works of common
interest might be very valuable to European co-operation, and therefore proposes that the
conclusions as to public works put forward by the Unemployment and Credit Problems
Committees be approved and that the examination of any schemes submitted by Governments
to the League of Nations be undertaken by the Committee of Enquiry set up for this purpose
by the Communications and Transit Organisation. The latter Committee should be
completed by the addition of representatives of the International Labour Office and, if
necessary, of the competent organs of the League.

Should the execution of the public works in question require financial support from
the League, the conclusions of the Committee of Enquiry would be submitted to the Financial
Committee.

The Commission of Enquiry for European Union would be kepu informed of the progress
of this work.

3. The Sub-Committee has taken note of the suggestions made by the International
Institute of Agriculture with a view to the co-operation of the various factors of production
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for the exploitation of territories not utilised. It agrees with the Unemployment Committee
that these suggestions must inevitably, sooner or later, exceed the European horizon, and
proposes that the League Council should submit them for examination by its competent
organs, in concert with the Unemployment Committee.

V. PACT OF ECONOMIC NON-AGGRESSION.

The Co-ordination Sub-Committee discussed the draft Pact of Economic Non-Aggression
presented by the delegation of the Union of Soviet Socialist Republics. It recommends
to the Commission that the Pact be studied in greater detail.

The delegation of the Union of Soviet Socialist Republics suggested that, if no immediate
decision could be reached, this study should be entrusted to a special committee to be
appointed by the Commission of Enquiry.

VI. LIAISON WITH THE LEAGUE ADVISORY ORGANISATIONS.

The Co-ordination Sub-Committee expresses the opinion that the examination and
study which may be referred to the League's permanent advisory bodies, and to which
reference is made in this report, should be pursued in liaison with the Commission of Enquiry.
The liaison should be established through a member of that special committee of the
Commission of Enquiry which has studied the question with which the permanent technical
organisation is called upon to deal.

VII. CONCLUSIONS.

The wealth and abundance of the material investigated by the Co-ordination Sub-
Committee will be clear from the foregoing.

There are, however, in this wealth of material, certain major guiding ideas which
the Sub-Committee would, in conclusion, like to emphasise.

The first of these is that the psychological factor dominates the economic crisis
affecting most nations to-day, and it is for politicians, above all, to influence men's minds
by spreading through the world, by their actions, a general feeling of confidence.

The second idea is that there is no one miraculous prescription capable of restoring
economic equilibrium in a few months, nor is there any single strict theory which can be
recommended as capable, in itself, of leading to success. It would rather appear to be
necessary to discard every preconceived opinion, to be guided by experience, and to seek
for remedies wherever there seems to be a chance of finding them.

All the efforts and attempts referred to in this report will be effective if they are
permeated by a spirit of co-operation, association and mutual aid.

It should not be forgotten that, by virtue of its scale and its general character, the
present economic crisis raises new problems, to the proportions and complexity of which
men's minds will have to adjust themselves. If they do so unreservedly, each contributing
his due share to the common task, hope and confidence will take the place of anxiety and
doubt.

Appendix.

LIST OF DOCUMENTS SUBMITTED TO THE ECONOMIC CO-ORDINATION SUB-COMMITTEE
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1. Report of the Sub-Committee of Economic Experts.
Document C.510.M.215.1931.VII.

2. Report of the Credit Problems Committee.
Document C.504.M.211.1931.VII.

3. Memorandum by the President of the International Institute of Agriculture on the
Creation of an International Organisation for Short-term Agricultural Credits.
Document C.501.M.209.1931.VII.

4. Report of the Committee to study the Problem of the Export of Future Harvest
Surpluses of Cereals.
Document C.430.M.179.1931.VII.
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5. Communications from the German and Roumanian Governments regarding Preferen-tial Customs Duties for the Import into Germany of Barley for Fodder and of
Roumanian Maize.
Document C.503.M.210.1931.VII.

6. Communications from the German and Hungarian Governments regarding a Preferen-
tial Customs Duty for Wheat of Hungarian Origin when imported into Germany.
Document C.507.M.213.1931.VII.

7. Extension of the Special Facilities to Agricultural Products other than Cereals:Communication from the Greek Government.
Document C.486.M.207.1931.VII.

8. Conclusions of the Economic Committee on the Problem of the Trade in and Transitof Farm Products of Animal Origin (Draft Veterinary Convention).
Document C.427.M.177.1931.II.B.

9. Report of the Committee on Unemployment.
Document C.437.M.184.1931.VII.

10. Draft Pact on Economic Non-Aggression submitted by the Government of the
Union of Soviet Socialist Republics.
Document C.354.M.153.1931.VII.




