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LEAGUE OF NATIONS

COMMISSION OF ENQUIRY FOR EUROPEAN UNION.

REPORT BY THE SPECIAL COMMITTEE TO EXAMINE
THE DRAFT PACT OF ECONOMIC NON-AGGRESSION.

The Special Committee set up to examine the draft Pact of Economic Non-Aggression 1 at
once appreciated the lofty and equitable motives on which this proposal was based, and expressed
its approval of the intentions by which its authors had been guided.

But as soon as the Committee approached the detailed examination of the draft, it realised
the necessity of obtaining exact information as to its scope, its implications and the uncertainties
to which its text might give rise. Accordingly, a certain number of questions were put by the
members of the Committee to the Soviet delegation.2

1.

The chief preoccupation of the majority of the members of the Committee was to discover
whether and in what manner it would be possible to draw up between States having such dissimilar
economic and social systems as the Union of Soviet Socialist Republics and other countries a
Convention which, while taking due account of these differences, would nevertheless be sufficiently
definite to avoid all ambiguity.

It was pointed out, in particular, that the consequence of the existence of a foreign trade
monopoly in the Soviet Union was that, notwithstanding an undertaking entered into by the
State to apply equality of treatment to all the other contracting parties, the same State acting
as trader might, at least in theory, infringe its undertaking without its being possible for the
injured party to prove any discriminatory intention, since the detrimental situation of which
such party would complain would be a natural consequence of the economic system in force.

It appeared to some that this situation was further aggravated by the fact that the Union
of Soviet Socialist Republics, as a consequence of its economic organisation, was in a position to
encourage exports abroad without, they maintained, paying any attention to the traditional
factor of the cost price of the goods exported, an assertion which the Soviet delegation emphatically
denied. Certain members of the Committee expressed the opinion that negotiations conducted
on a bilateral basis might have some prospect of surmounting the difficulties which appeared to
them insurmountable from the point of view of concluding a collective pact.

To these observations, the authors of the draft replied that, in their view, the pact should,
above all, rest on the mutual good faith of the contracting parties. They added that the situation
from the point of the possible intervention of the State in the economic sphere, which was often
described as the antithesis of the system in force in the so-called capitalist countries, was, in
reality, not so different as it appeared at first sight. Recently, there had been a growing tendency
in capitalist countries for the State to take charge of the national economic policy, which involved
measures such as import and export restrictions, control of the exchanges, Government mono-
polies, etc. Moreover, the authors of the draft pact considered that, despite her special economic
system, the Union of Soviet Socialist Republics was perfectly able to assume an obligation of
non-discrimination, equivalent to a positive guarantee. They recalled the fact that their country
had, on several occasions, been led to promulgate laws prohibiting the purchase of goods in a
particular country by way of reprisals. In undertaking not to discriminate, the Soviet Union
would have to refrain from promulgating such laws of exclusion in future, and this would constitute
a guarantee for all the other signatory States.

1 See document C.354 . M. I53.I93I.VII.
2 The Minutes of the session contain a summary of these questions prepared by the Secretariat, and the reply

of the Soviet delegation.
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Moreover, the delegates of the Union of Soviet Socialist Republics pointed out that purchases
abroad were made on the basis of a general plan, prepared by the Government, by State com-
mercial organisations, which, in the absence of special instructions, were to be guided solely by
commercial principles, and would therefore buy in the market which happened to be the most
advantageous in each particular case.

II.

A second group of remarks made by various members of the Committee relates to the definition
of certain ideas contained in the draft itself.

(a) In the first place, the Committee examined the question of the relation between the
most-favoured-nation clause and the principle of non-discrimination.

According to the interpretation of the Soviet delegation, these two ideas are not the same
thing. It might indeed be maintained that " the principle of non-discrimination is to some
extent an inverse aspect of the most-favoured-nation principle". It recalled the definition
given by M. Litvinoff at the Co-ordination Sub-Committee on August 3Ist, I931, to the effect
that " the principle of non-discrimination forbids the establishment of special conditions in regard
to a given country by creating, in economic relations with that country, a system which would
place it in a situation less favourable than that of other countries ". Non-discrimination tended
to " forbid the creation of a commercial and financial regime which would be inflicted on a given
country or on a small group of countries when the commercial and financial policy of the country
establishing this regime was distinctly more favourable to other countries ".

(b) By this declaration, the Soviet delegation considered that it had implicitly replied to a
series of questions put by certain delegates in regard to the relation existing between the principle
of non-discrimination and the exceptions to the most-favoured-nation clause sanctioned by practice
such as those relating to frontier traffic, Customs union, regional clauses, etc.

As regards the question of how the pact would affect possible preferential agreements, the
Soviet delegation considered that these agreements would only be in contradiction with the draft
if they were concluded without the consent of the parties entitled under their commercial treaties
to claim the same advantage.

As regards the establishment of quotas, licences and import or export prohibitions, the
Soviet delegation considered that these measures were compatible with the principle of non-
discrimination as long as they were not specially established and directed against a given country
and were applied to the commerce of all countries.

In the Soviet delegation's opinion, the draft pact did not affect the rules in force as regards
the nationality of goods, like products, etc., as long as no discrimination specially directed against
a country was established in applying these rules.

(c) According to the Soviet delegation, one of the principal differences existing between the
proposed pact and the most-favoured-nation clause resided in the fact that, in virtue of the pact,
a contracting party could not claim the application to its goods of conventional tariffs with the
special advantages deriving from commercial treaties, but could only claim the application of the
general system to its trade.

(d) In the Soviet delegation's opinion, the principle of non-discrimination should be applied
to all economic relations between countries, and should therefore extend to matters other than
Customs matters, such as the establishment of foreigners and foreign enterprises, navigation,
land and air transport, transit, financial and fiscal questions, etc.

III.

Certain delegates expressed misgivings with regard to the dangerous consequences which
they thought the conclusion of such a pact as is proposed might involve for countries which were
relatively weak from the economic standpoint, and which might, therefore, in exceptional circum-
stances, find themselves deprived of the only means of defence at present at their command.
The Soviet delegation asserted that, on the contrary, weak countries, being less able to defend
themselves, could only gain by the conclusion of a pact of non-aggression.

IV.

In the course of the explanations it offered, the Soviet delegation mentioned a number of
measures recently resorted to by certain States which, in its opinion, would be contrary to the
spirit of the proposed pact.

These measures included the boycotting of foreign goods in consequence of overt or disguised
governmental action. The same applied to the sudden and simultaneous withdrawal of credits
from any particular country, and to similar measures in the field of financial policy, if such measures
were taken in an aggressive spirit.
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The problem of dumping and the question whether the introduction of anti-dumping duties
or similar compensatory measures should be regarded as an act of aggression within the meaning
of the draft were not settled by the Committee.

V.

A discussion having arisen as to the possibility of giving a precise contractual form to the
ideas underlying the draft pact, the Soviet delegation expressed the view that the question pre-
sented no difficulties, and supported that view by referring to the existence of an agreement
concluded in April I930 between the United Kingdom and the Union of Soviet Socialist Republics.

The majority of the members of the Committee, however, thought that a multilateral agree-
ment in the form of the pact as now submitted would be difficult to bring about. Reference should
here be made also to the observations mentioned in paragraph I.

VI.

The Committee did not go thoroughly into certain subsidiary questions, such as the duration
of the pact if it should be concluded, the machinery to be provided for the settlement of disputes
that might arise in connection with its application, etc.

* *

As a result of its discussions, the Committee reached the following conclusions:
(i) The Committee endorses the general idea underlying the proposal for a pact of non-

aggression.
(2) It asserts that it is possible for countries with a different economic and social structure

to exist peacefully side by side. It emphasises the necessity of States being guided in their economic
relations solely by the needs of economic life and not by any considerations explicitly derived
from differences in political and social systems.

(3) Having regard to the different interpretations given to the actual terms of the draft
pact and the difficulty of defining aggression, discrimination, etc., within the framework of such
a pact;

Seeing that the draft under consideration does not seem likely to secure unanimous acceptance
or even acceptance by a majority of the members of the Committee;

And having regard to the necessity of reconsidering the question in the light of the discussion
that has taken place in the Committee;

The Committee decides to meet again before the meeting of the Commission of Enquiry
for European Union in January 1932 to re-examine the question, taking into account any amend-
ments or further observations which the Governments are requested to send to the Secretary-
General in good time.




