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FIRST MEETING (PRIVATE).

Held on Monday, November 2nd, 1931, at I1 a.m.

Chairman: M. DE MICHELIS (Italy).

1. Opening of the Session: Election of the Chairman.

The SECRETARY-GENERAL, acting in his capacity as Secretary of the Commission of
Enquiry for European Union, declared the meeting open and asked for the nomination
of a Chairman.

On the proposal of M. ELBEL (France), M. DE MICHELIS (Italy) was unanimously
elected Chairman.

2. Examination of the Committee's Terms of Reference : General Discussion of M. Litvinoff's
Proposal.

The CHAIRMAN, after thanking the Committee for the honour done him, reviewed
the events leading up to the convening of this Special Committee to consider the proposal
made in May by M. Litvinoff for a pact of economic non-aggression in the form of a Protocol,
the draft of which members now had before them (document C.354.M.152.1931.VII).

After consideration by a Sub-Committee, the proposal came, in August, before the
Co-ordination Sub-Committee, which, with the subsequent concurrence of the Assembly,
referred it to a Special Committee. On the suggestion of the Assembly, Australia, Canada,
China, Japan, Uruguay and the United States of America were also invited to sit on this
Committee - an invitation which Australia, Canada and the United States of America
found themselves unable to accept.

After stressing the necessity of bearing in mind the declarations made at the meetings
of the Commission of Enquiry by M. Flandin and M. Grandi, and particularly by M. Litvinoff,
on the purpose of the Protocol, the Chairman thought it would be fully appreciated that
M. Litvinoff's proposal was intended to contribute to the establishment of peaceful
conditions in Europe, and should therefore be given sympathetic consideration. The
problems raised were certainly very complex, but he trusted the Committee would find an
appropriate solution for them.

He would call on the Russian representative to give an explanation of the general
purport of M. Litvinoff's proposal.

M. SOKOLNIKOV (Union of Soviet Socialist Republics) described the circumstances
which led his Government to submit its proposal for a pact of economic non-aggression
at the May session of the Commission of Enquiry for European Union. It was only in
September that the fifth session finally decided to set up the Special Committee, which
was now in session, and which he hoped would adopt a final text for submission to the
Governments concerned.

He thought it was rather astonishing that the Commission of Enquiry, formed primarily
to combat the consequences of the economic crisis, should not have shown more eagerness
to accept the Soviet proposal. It should not be imagined that, in advocating the necessity
for an immediate and exhaustive study of its proposal, the Soviet delegation had any
idea of prescribing a remedy for the evils afflicting the capitalist system. These evils
and defects were beyond cure, and world production could only be substantially and rapidly
increased when the anarchy of capitalism had been replaced by some such system as the
Five-Year Plan. It was not the policy of the Soviet Government to disorganise world
economy, or aggravate the prevalent economic crisis, but rather to safeguard the rapid
growth of Soviet trade and industry against the negative influences of capitalism. The Soviet
Government submitted its draft pact of economic non-aggression at a time when the world
depression was at its height, in the conviction that two contrasting economic systems
could exist peacefully side by side. If the Commission of Enquiry had adjourned discussion
of the proposal in the hope that the crisis would shortly pass, it had clearly been mistaken.
The crisis was deepening and had now become a crisis of currency and of credit, leading
in several capitalist countries to financial catastrophes. In some countries, economic
aggression had latterly taken the form of large-scale withdrawals of credit, thus upsetting
the currency circulation of other countries. In the opinion of the Soviet delegation, this
was simply a form of economic aggression which, under the proposed pact, should be
absolutely repudiated. Though their proposal was, naturally, inspired by the interests
of the Soviet Union, it had a general and very serious practical significance for countries
where other economic principles prevailed.

The Soviet Union had keenly felt the consequences of economic aggression as
represented by the measures taken in certain countries to discriminate against it. At the
third session of the Commission of Enquiry for European Union, several Foreign Ministers



had repudiated the Soviet delegation's statements that their countries had aggressive
intentions or had been guilty of aggressive acts against the Soviet Union. The events of
recent months had unfortunately confirmed the statements made, and the special measures
of economic aggression taken by Belgium, Hungary, Roumania and Yugoslavia were
still in force. The same applied to certain overseas countries. Quite recently, in one of
these latter, openly hostile action had been initiated against Soviet trade and had led to
commercial relations between the Soviet Union and that country being broken off. At
the present moment, another mendacious Press campaign was being waged against the
Union. It was asserted that the Union would shortly be unable to meet its financial
engagements. The motive for the campaign was, doubtless, the fact that several leading
capitalist countries could not at the present time meet their obligations. This was to
disregard the circumstance that the Five-Year Plan, by regulating currency movements,
was the best method of maintaining the balance of payments. He only mentioned this
ridiculous campaign to show that the sole object of such proceedings was to undermine
Soviet trade and lead up to the various measures of discrimination against the Soviet
Union. The damage done by such a campaign should be clear, even from the standpoint
of the interest of capitalist countries which were in business relations with the Union.
It was indisputable that, whereas the general volume of commercial transactions was
falling, the orders given by the Soviet Union were constantly increasing in proportion to
the rapid growth in Russian production.

Those were the most objective arguments in favo of the draft before theti Committee.
The pact could not, of course, be regarded as a universal remedy, but any measure which
could possibly mitigate, however slightly, the economic vicissitudes of the world in general,
and of the workers of the world in particular, ought to be given appropriate recognition.
If the principles of the pact were admitted, the Soviet delegation would be prepared to
meet delegates on any amendments or additions not inconsistent with those principles.

During the Committee's proceedings, the Soviet delegation itself would make some
concrete additions, called for by recent events and by the observations made by delegations,
with the object of defining the fundamental principles involved. He trusted that their
proceedings would result in the final drafting of a pact of economic non-aggression.

M. TODOROVITcH (Yugoslavia) felt that delegates could hardly decide their attitude
towards the proposal without further detailed information. He would like to know, for
instance, whether the pact of economic non-aggression would have exactly the same scope
as the most-favoured-nation clause. Would the Protocol be inserted in commercial treaties
or would it form a separate treaty binding on States, for instance, with which commercial
treaties had been concluded ?

M. FIERLINGER (Czechoslovakia) said his delegation fully sympathised with the
proposal made and would give it impartial consideration. ore detailed information,
however, as to the exact technical consequences involved by the proposal would be required.
For instance, would the conclusion of a pact of economic non-aggression mean that the
existing forms of discriminatis aton found in bilateral treaties, such as intermediate rates,
preferential tariffs, the quota system, export and import licences, have to be abolished t
In the circumstances, it might be advisable to draw up a questionnaire on such practical
points, to which the Soviet delegation would give a considered reply.

M. PossE (Germany) reminded the Committee that Germany had previously expressed
its sympathy with the proposal. He supported the suggestion made by M. Fierlinger, and
enquired whether the Soviet representative could now give the additional explanations
referred to at the end of his speech.

M. SOKOLNIKOV (Union of Soviet Socialist Republics) suggested that the general
discussion should be continued and the various queries and objections of delegates embodied
in a questionnaire, to which he would reply later.

The CHAIRMAN ruled that the discussion of the general principles involved should
continue, and that any concrete questions raised by delegates should be put into writing
and handed to the Secretariat for transmission to the Soviet delegation.

M. LUNDVIK (Sweden) believed that there would be general agreement on the idea at
the basis of the Soviet proposal, seeing that it was really a repetition of one of the
fundamental principles of the League of Nations. It might even be said to be a logical
consequence of the positive engagement contained in Article 23(e) of the Covenant, by
which Members of the League undertook to make provision to secure equitable treatment
for their commerce. It would be in entire harmony with the principle of the League's
universality if such equitable treatment were granted, not only to Members of the League,
but to all States which applied the same policy.
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Easy as it was, however, to agree on the principle of non-aggression, it was a more
difficult matter to express it in a treaty, and, as had already been remarked, the present
wording of the Soviet proposal laid it open to criticism and raised a number of serious
problems. In one of his speeches in the Committee of Co-ordination, M. Litvinoff used a very
striking expression when he described his proposal as being an inverted form of the most-
favoured-nation principle. It was common knowledge that for years past the Economic
Committee had found it extremely difficult to secure unanimity on the interpretation and
application of the most-favoured-nation clause. The proposal now made by the Soviet
delegation meant, in substance, that States would forgo any form of discrimination; but was
that not the very aim of the recommendations made at the World Economic Conference of
1927 regarding the most-favoured-nation clause ? Had it not also been found that,
immediately generalities were abandoned and an attempt made to adopt a clear, unequivocal
definition of " discrimination ", irreconcilable differences of opinion arose ? To take only
a few examples. Suppose a country accepted the Soviet proposal, could it introduce
specifications into its Customs tariffs without being guilty of discrimination? Again, the
problems of similar products, quotas, anti-dumping duties, etc., would be as acute in the
case of a pact of non-aggression as in the case of the most-favoured-nation clause. Finally,
at such a critical time as the present, would it be possible to disregard the repercussions of,
say, the system of currency control practised in several countries ? Those examples were
sufficient to prove the complexity of the Committee's task, and until they were solved no
real progress could be made.

M. BERNIS (Spain) demurred to the use in the draft Protocol of the expressions
"discrimination" and "aggression ". He did not-think that the promises implied in these
expressions were characteristic of the capitalist system only. The Press campaign also,
to which M. Sokolnikov had alluded, could hardly be classed as a form of aggression. No
protocol or treaty could possibly prevent people from having doubts as to the feasibility
of enterprises like the Five-Year Plan. He would be glad to have the additional information
promised, and to see the wording of the proposal altered in the above respects.

The continuation of the general discussion was adjourned to the next meeting.

SECOND MEETING (PRIVATE).

Held on Monday, November 2nd, 1931, at 4 p.m.

Chairman: M. DE MICHELIS (Italy).

3. General Discussion of M. Litvinoff's Proposal (continuation).

M. STUCKI (Switzerland) said there could be no doubt that it was in the tradition and
interest of Switzerland, which had frequently suffered from economic and military
aggression, to support a convention which would protect the weak against the strong and
safeguard peace in all its forms. The Federal Government had therefore studied the Soviet
proposal, not merely with an open mind, but even with the hope that some tangible result
would emerge.

Contrary to what had been suggested at the morning meeting, he would not so much
ask questions as submit arguments. The position he thought was fairly clear. The wording
of the proposal might be altered, but the substance would remain unchanged. He might
say, therefore, that his country did not believe that the Soviet proposal, however lofty and
attractive, would be favourably welcomed in the form of a Convention. Switzerland
could certainly not accede to it. She did not claim the right to take aggressive action,
but would be reluctant to bind herself on the point because of the apprehensions she felt
regarding her defence in economic matters. In other words, while Switzerland had no
desire to be able to indulge in acts of aggression, she wished to be free, if necessary, to
defend her interests.

The Soviet delegation had frankly stated that it made the proposal in the interest
of the Soviet Union, but that its realisation would also promote the interest of other
countries, or at any rate of those of Europe. The proposal would certainly serve the
interest of the country which made it. M. Litvinoff himself had said that neither in private
nor in international relations could a Convention be concluded unless it was advantageous
to both sides. It was not very clear to him what Switzerland would gain. Would such a
Convention have the same practical scope in a country where there was an export and
import monopoly as in a country whose nationals were absolutely free to import or export?



The Commission of Enquiry and the Co-ordination Sub-Committee had expressed grave
doubts on this subject, and he could share them all the more freely since Switzerland did

not discriminate against any country and had therefore no special interests to protect.

If, by signing such a pact, Switzerland undertook not to exercise any discrimination,
would not the effect be that, once the Convention was signed, large quantities of goods
from another country would have to be allowed to enter indiscriminately and thus
seriously imperil part of the national economy? Could the exporting country in question
also not suddenly stop purchasing any goods at all in Switzerland? M. Litvinoff had
countered this objection by stating that it was a case of legislative or administrative
action, and that it could not be conceived that the Soviet Union would, as a measure
of aggression or discrimination, prohibit its purchasing organisations from buying in
Switzerland. He had even stated at a meeting of the Co-ordination Sub-Committee
on Economic Matters 1 that:

"It was in actual fact always possible, by means of secret instructions, to exercise
discrimination against a country, but that was not an adequate reason for not signing
the Pact".

M. Stucki disagreed ; it was a good reason. His objection was not directed against the
country responsible for the proposal. Had it been any other country he would have taken
the same view.

A pact which appeared to protect the interests of small countries against those of larger
countries might contain new dangers for the small countries. Switzerland, therefore, could
not accept an agreement signed by a country which exercised a monopoly of exports and
imports.

Most Central European countries had now concluded treaties of commerce with their
neighbours, with the rest of Europe and even with oversea countries. Most of these treaties
were based on the most-favoured-nation clause, the positive feature of which was that, if
one of the contracting States accorded a privilege to a third State, that privilege had also to
be granted to the other contracting party. Its negative feature ws that parties undertook
not to exercise any discrimination and to accord one another reciprocal treatment.

There was no doubt in his mind that the draft Protocol went much further than the
most-favoured-nation clause and, more serious still, created certain ambiguities. The
Economic Committee had already found it impossible to get general agreement oni the
question of the most-fa-voured-nation clause and on the various points referred to at the
morning meeting by M. Lundvik (Customs specifications, similar products, anti-dumping
duties, quotas, currency control, etc.). The Committee had failed to clear up these various
problems or to establish a definite general understanding, even on the basis of the generally
accepted interpretation of the most-favoured-nation clause. It would be still more difficult,
therefore, to agree on the idea of non-discrimination. However excellent the intention,
the danger was that, instead of the situation being cleared up, international business relations
might be complicated.

He would stress the fact that, had any other delegation made the same proposal, his
country's attitude would not have differed. Switzerland could not allow her hands to
be bound as regards capitalist countries any more than as regards a country where a different
system prevailed. Moreover, the Economic Committee itself had stated that the most-
favoured-nation clause was not divinely inspired, and that there might be cases of treatment
which could hardly be called equitable. He was prepared to agree that the clause would be a
valuable one, but it would be better not to go too fast and to let well alone.

M. POSSE (Germany) agreed that the exact connotation of the words " discrimination 
and " non-aggression " in the Soviet proposal should be clearly established. To avoid
misapprehension, he would also like an explanation of the following points: (1) Would
existing treaties be affected by the proposed pact or not? (2) Would the usual exceptions
to the most-favoured-nation clause be excluded or not? (3) A similar query regarding the
system of preference. A number of other secondary questions had already been put by
M. Lundvik and M. Stucki regarding quotas, dumping, etc.

M. VAN LANGENHOVE (Belgium) pointed out that the idea at the root of the Soviet
proposal was not new, being implicit in the tenor of Article 23 of the Covenant as well as in
the recommendations of the World Economic Conference of 1927 and the Commercial
Convention of 1930. Any objections to the proposal were therefore directed not so much
against its basic idea as against the way in which it was expressed. Did the obligation

1 See Minutes of the Meeting of August 31st, 1931 (document C.E.U.E./C.M.E./P.V. 2, page 15).



contained in the pact correspond to the most-favoured-nation clause ? In his speech of
August 31st, 1931, M. Litvinoff gave a restrictive interpretation of the obligation and held
that discrimination arose only if it were directed against a State or a small number of States.
That was an arbitrary definition. M. van Langenhove was of opinion that the discrimination
implied in the Pact would clash with the most-favoured-nation clause.

The following were his questions:

(1) Did the authors of the proposal really intend to prohibit discrimination in any
sphere whatever - i.e., not only as regards import and export duties, but also as regards
prohibitions and restrictions, transport, transit, and even adjudication, taxation, treatment
of foreigners and of foreign undertakings?

(2) Duration of the pact. In the present troublous times, States tended more and more
to curtail the duration of their engagements and even, where possible, of engagements
already accepted.

(3) Reciprocal guarantees (a question already raised by M. Stucki). The Belgian
Customs law contained certain measures of defence which the Belgian Government could
never forgo without guarantees. Obviously, no other Government was likely to agree to
forgo similar powers in its own legislation. What guarantees, therefore, could be furnished
by other States, and particularly by the Union of Soviet Socialist Republics in view of its
special economic system?

Some years ago, the Economic Committee had studied the possibility of extending the
most-favoured-nation clause, and had arrived at the same conclusion as the 1927 Economic
Conference - namely, that each State would have to determine in what cases and to what
degree fundamental guarantees must be required. As things stood at present, no other
conditions could be made. He would emphasise that his attitude to the proposal was far
from negative, much less hostile ; but the point was to decide what they were aiming at and
what, above all, could be achieved.

Sir Sydney CHAPMAN (Great Britain) said the Committee did not need to discuss the
question of motives, as this had already been disposed of by the Commission of Enquiry
for European Union. The question, therefore, was not whether a country should or should
not engage without provocation in economic or any kind of aggression against another
country, but whether such an idea could be inserted, and lend itself to interpretation, in
a formal international instrument. They all believed in the so-called " spirit of Geneva ",
but it was, nevertheless, hardly possible to embody in a Convention the principle underlying
that idea. The Committee's first duty, therefore, was to see whether the principle of
economic non-aggression could be embodied in a concrete Convention.

That question raised two difficulties to which M. Litvinoff had made some reference
during the discussions of the Commission of Enquiry for European Union: Was it possible
to define the acts of discrimination which constitute unprovoked economic aggression by
one country against another? Did the Soviet Union believe that a clear distinction could
be drawn between ordinary most-favoured-nation treatment and the idea of non-
discrimination at the basis of the proposed Convention?

Secondly, to conclude a Convention between different countries, a text had to be
drafted which could be applied to all the States parties to that Convention. The
fundamental difficulty was to express the obligations in terms applicable to different
political and social systems. In this case, the Soviet political and social system differed
entirely from that of the other countries. The distinction, for instance, between the
Government and traders in the international field did not apply in the Union of Soviet
Socialist Republics. Therefore, there could not be general engagements on the part of
Governments not to interfere with the ordinary operations of traders in particular ways.
He gave that instance, not with any intention of critically comparing the two systems,
but as an illustration of one of the difficulties with which they were confronted.

M. VALD•S-MENDEVILLE (Chile) said that, as a representative of an extra-European
country, he could only speak in very general terms. The Assembly had implicitly
recognised that the problem bore a universal character, and that the solution of such
economic problems should not be confined to one single group of countries or to one
continent only, as a partial solution might do harm to other areas and have serious
effects.

He would ask the Soviet delegation whether, supposing the terminology were changed
(as he thought it should be), the idea of " cessation of economic aggression " should not
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refer rather to restrictions and prohibitions. In this connection, he would remind
members of the 1928 Convention, which had remained virtually a dead letter. Indirect
protectionism was sometimes worse than direct protectionism, for which remedies could more
easily be found. Nowadays, restrictions and prohibitions had, owing to the rather too
clever artifices employed, become more numerous. These methods had been adopted
to safeguard the vital interests of a country, and the great industrial Powers usually
employed them to protect one of their various industries. The interests affected, however,
were just the vital interests of certain younger countries which supplied raw material, so
that occasionally one industry controlled the whole of the national economy. The effect
of such a system was to disorganise markets, disturb the balance of payments, upset the
financial equilibrium and make it necessary to control the currency and sometimes to declare
a moratorium. In the natural sequence of cause and effect, the countries which had
taken steps to protect one or more of their industries were the first to suffer the consequences
of this state of affairs. He did not imply that such special measures, the need for which
could sometimes be understood, were in themselves the source of serious disturbance.
That depended on how they were applied.

He would confine himself to these few observations and reserve the right to speak
again if the course of the discussion called for it.

M. BERNIS (Spain) stressed the need for a different terminology. It was a commonplace
that commodity prices in the case of a monopolist country (and Russia was such a country)
were governed by other laws than those which regulated prices in countries where
competition was open. This distinction had always existed to such a degree that the
expression " discriminatory prices " had been adopted to describe the prices of second or
third degree monopolies.

The Union of Soviet Socialist Republics was a case in point, since it charged
discriminatory prices for foreign trade commodities. Did the proposed pact of economic
non-aggression mean that Russia wanted to carry on business with other countries on the
same terms and under favourable conditions ? Such a desire, however legitimate, might
quite possibly not be recognised by the other countries. Everyone was free to make a
choice, and the unsuccessful bidder had only a limited right of complaint. In its present
form, the pact of economic non-aggression was inacceptable. No State could impose the
clauses it contained either on its administration or on its own public opinion.

M. SCHMIDT (Estonia) was very sympathetic to the idea embodied in the Soviet
proposal, the more so as Estonia was Russia's neighbour. As regards the actual wording
given to the idea of non-aggression and the conditions of its application, the questions he
had intended putting had already been asked by preceding speakers, and he had nothing
further to add.

M. HJELT (Finland) entirely agreed with the opinion expressed by the previous speaker.
He thought it would be useful to study the various aspects of the question, but that this
could not be thoroughly done by the present Committee, for lack of time. It would be

better, therefore, to refer the question for investigation either to the bodies which were
already considering similar questions or to a special Committee which would have plenty
of time to study it exhaustively. All that the present Committee could do would be to send
the Commission of Enquiry for European Union a vaguely worded recommendation, or it
might perhaps submit a questionnaire to the Soviet delegation. The detailed discussion
of the reply should be postponed until later.

M. ELBEL (France) said that, when the idea of economic non-aggression was first
mooted, French public opinion had welcomed it with interest and sympathy. When
M. Litvinoff, however, gave the idea concrete expression, it was not found so attractive,
and M. Flandin had therefore voiced certain preliminary criticisms which he, M. Elbel,
could only endorse.

The proposed pact of economic non-aggression was notoriously inspired by a concern

for the interests of the Soviet Union. Did these interests, however, exactly coincide with
the real idea of the pact now proposed by the Soviet delegation e The Soviet Union was a
country where commerce was governed by regulations which differed from those general
in other countries. How, therefore, could the idea of non-discrimination be reconciled
with that of a foreign trade monopoly ? It should also be borne in mind that the object
of the ambitious Five-Year Plan was to enable Russia to flood the world later with large
quantities of cheap goods. In Russia, the idea of cost price was now obsolete. The Russian
Government did not agree that selling at prices lower than those customary on other
markets was dumping.

He would like to know how the three conceptions (foreign trade monopoly, Five-Year
Plan for mass production, and abolition of the idea of cost price) harmonised with the
proposals in the draft pact. The inference from this proposal was that discrimination of
any kind was an act of aggression. Discrimination was rather an ancient idea. For some
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years past the League of Nations had been studying the most-favoured-nation clause with
its advantages and drawbacks, and previously it had been dealing with a similar idea
that of equitable treatment. From the very outset, various French representatives had
entered reservations as regards equitable treatment. Their view was that liberal countries
could not be treated on the same footing as ultra-protectionist countries. France had
therefore, in concluding her first post-war treaties of commerce, introduced discrimination and
established, not only maximum and minimum, but even intermediate Customs tariffs. She
did not regard these measures, however, as a form of aggression. She had no such intentions.
Furthermore, many commercial conventions concluded by France both before and after
the war did not grat the most-favoured-nation clause to large capitalist countries, such
as the United States of America, Canada, Chile or Finland; but the French Government
did not consider that an act of aggression. In the last three years, owing to complications
in world economics, France had been forced, like most countries, to increase her means of
defence, and, under the pressure of circumstances, had adopted a policy of quotas which
obviously entailed a certain amount of discrimination. Those were exceptional measures
which had to be tolerated as a necessary evil.

M. Elbel wondered whether the present moment was propitious for concluding the
pact proposed by the Soviet Union. The world nowadays was suffering from maladjustment
between production and consumption. Prices were chaotic. In some markets, supply
was excessive, unemployment had grown disturbingly in most countries - in a word,
nearly everywhere the position was catastrophic. At a moment when countries were
wondering which was the quickest way to get out of the mess, it was paradoxical to ask
them to give up what was perhaps their sole means of salvation.

As regards credits, did the Soviet delegation believe that it was an aggressive act on
the part of a State not to prolong credits 

In a word, M. Elbel's fear was that the proposal before them was rather exaggerated
and over-ambitious, though parts of it were quite acceptable. M. Litvinoff had already
declaredthtt that two totally different economic systems could quite well co-exist in peace.
The idea was worth emphasising. It should be proclaimed that, despite the fundamental
differences in their social and political position, two States or groups of States could perfectly
well maintain pacific relations. That, however, was as far as they could go, particularly
as most States, European or other, had taken defensive measures against States with the
same political, social and economic conceptions. Here he would join with M. Posse in
asking a final question: Would existing treaties be affected by the pact or not?

M. RAPHAEL (Greece) and MR. LINDSAY (India) had nothing to add to the questions
asked by other delegates.

M. CoLoMBO (Italy) declared that the Italian delegation maintained the attitude
taken up by M. Grandi in the Co-ordination Sub-Committee in favour of accepting the
Soviet proposal. The questions raised and the difficulties indicated were certainly numerous.
The Italian delegation proposed that they should be examined with a view to concluding
an agreement which would serve to establish the economic equilibrium generally desired.

M. ASHIDA (Japan) pointed out that the Japanese economic system was based on the
resolutions adopted at the International Conference of 1927, the fundamental idea of
which - equitable treatment of international commerce - was also at the basis of the
present proposal. It would, however, be difficult, if not impossible, to conclude on that
basis pluri-lateral conventions which would be both definite and comprehensive.
National economic policies varied considerably, as every country was to a certain extent
in a special situation. If, therefore, a single general convention laid down over-rigid
guarantees, some countries might suffer. Equally, if allowance was made for all possibilities
the application of the convention would be considerably weakened.

It was difficult to see exactly how far the proposal in its present form could be applied.
While favourable, therefore, to the principle, the Japanese delegation would draw attention
to the delicate question of the form which the pact should take.

He had one concrete question to ask: Did the expression "economic aggression"
include the economic boycott of foreign goods?
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M. FELDMANS (Latvia) said that, while sympathising with the idea contained in the
Soviet proposal, the Latvian Government would like fuller information on the proposed
pact. He would not repeat the questions asked by other delegates, but merely enquire
whether the Soviet delegation regarded the safeguards constituted by certain regional
clauses as discrimination. Latvia, for instance, under the "Baltic clause ", agreed to
special treatment being accorded to neighbouring countries.

M. SOKAL (Poland) pointed out that, in the Co-ordination Sub-Committee, M. Zaleski,
the Polish Foreign Minister, had stated that the Polish Government would carefully study
the Soviet proposal. This had been done, and it was found that, so far as it purposed
to combat the world economic crisis, the proposal merited the greatest attention. There
were two necessarily distinct points in the proposal -paragraph 1 stated that the
contracting parties once more solemnly confirm the principle proclaimed at the International
Economic Conference of 1927 of the peaceful co-existence of countries irrespective of
their social, political and economic systems ". On this cardinal point the Polish
Government had no difficulty in agreeing that such co-existence was possible, particularly
as Poland herself was a neighbour of the Soviet Union. He therefore concurred with the
other delegates in accepting this part of the proposal.

Paragraph 2, however, had the drawback of being ambiguous and had evoked a number
of questions which he need not repeat. He would merely stress the importance of the
question asked by M. Todorovitch at the first meeting regarding the relation between the
most-favoured-nation clause and the clause of "economic non-aggression or non-
discrimination. That was a fundamental question which should be cleared up immediately.

He had some further secondary questions to ask. For how long a period would such
an agreement be concluded? How could differences of opinion which might arise between
the contracting parties as to whether discrimination had occurred or not be settled? There
should be a special arrangement for this purpose.

In conclusion, M. Sokal stressed the importance of the first paragraph of the Soviet
proposal. If the Soviet delegation regarded it as fundamental, he would be glad to support
them.

M. ANTONIADE (lIoumania) had no special queries to put, but shared the doubts of
most other delegates. He would like to have explanations on the terminology, the
connection between "non-discrimination " and the most-favoured-nation clause, the
duration of the obligation and the question of reciprocal guarantees.

M. LUNDVIK (Sweden) had nothing to add to his previous statement.

M. TODOROVITCH (Yugoslavia), reverting to the question raised at the morning
meeting, said that his Government, after studying the Soviet proposal and noting
M. Litvinoff's declarations, had found that there was a very great difference between the
most-favoured-nation clause and the clause of non-aggression. The difference was
twofold. In the first place, there was the material difference that, under the most-
favoured-nation clause, it was always permissible to discriminate to some extent (by
Customs unions, quotas, etc.). As the Yugoslav Government construed the clause of
non-aggression, all discrimination would have to cease. Secondly, there was what might
be called a "territorial" difference. The most-favoured-nation clause applied only to
countries which were bound by treaties of commerce. In the case of other countries an
autonomous tariff or some other system prevailed. The Yugoslav Government wondered
what would be the position if the clause of non-aggression were adopted. If that clause
involved extending equitable treatment to all countries indiscriminately, his Government
could not accept the Soviet proposal in that form.

M. FIERLINGER (Czechoslovakia) said that most of the speakers had already anticipated
his questions. He would merely ask in another form the question put by M. Todorovitch.
Would the pact entitle a signatory forthwith to the benefits of a conditional tariff, or did
it mean merely that the other party should offer the same conditions as were enjoyed by
any third country. Could it be given another interpretation--as, for instance, that
of a "super-most-favoured-nation clause " not immediately confining the benefits of an
additional tariff 

Cemal HtusNu Bey (Turkey) mentioned that, during the proceedings of the fourth session
of the Commission of Enquiry, the Turkish Foreign Minister had emphasised the importance
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of the question. He would be glad if the special Committee could adopt a draft convention
on the lines proposed by the Government of the Soviet Union with all the necessary
definitions and explanations added. If this were done, it would be a valuable addition
to the measures proposed or already applied for restoring confidence and stability
throughout the world.

The CHAIRMAN, summarising the various speeches, noted that agreement was virtually
unanimous on the point that the idea at the root of the Soviet proposal could be applied.
Some delegations had declared their readiness to accept the principle of the peaceful
co-existence of countries with different social, political and economic systems. There were,
on the other hand, numerous difficulties in putting the idea into execution. These
difficulties were of various kinds and proved that, as it stood at present, certain definitions
and fundamental changes required to be made in the proposal, and perhaps even, as had
been suggested, in its terminology.

Lack of time had prevented the Secretariat from extracting from the various
suggestions and questions made the points necessary for framing a definite questionnaire.
The Chairman therefore requested the Soviet delegation to explain its views on the basis
of the Minutes of the first two meetings.

THIRD MEETING (PRIVATE).

Held on Wednesday, November 4th, 1931, at 11 a.m.

Chairman: M. DE MICHELIS (Italy).

4. Statement by M. Sokolnikov.

M. SOKOLNIKOV (Union of Soviet Socialist Republics) spoke as follows:

[Tlranslation.]

Mr. Chairman, Allow me, in the first place, to express my appreciation of the
authority and skill with which you have presided over this Committee and which have made
it possible for all the delegations to set forth, in the course of two meetings, their views on
thepact proposed by my delegation. At the same time, I must thank the other members
of the Committee for the frankness with which they have informed the Soviet delegation
of their hesitations or their objections regarding the basis of our scheme. The discussions
have revealed the importance of the question with which we are dealing, as well as the
interest which it arouses. The majority of the delegates have asked questions and
submitted observations which, in the case of a new and complicated problem, are entirely
natural. At the same time, it will be noted that the great majority of the delegates who
declared themselves doubtful as to the basis of our scheme affirmed, at the same time,
that the ideas of the pact are sound and that they contribute to peace; they have even been
described in terms more flattering still. In this connection, Mr. Chairman, I should like
to remind the Committee of your summing-up at our meeting on the evening of the second
of this month, when you pointed out that the Committee was unanimous in considering
that the ideas and principles embodied in our draft pact were in every way acceptable.

I apologise, gentlemen, for having delayed so long before replying to the questions
which you have put to me. This is due to the very wide range of subjects which my
delegation has had to study. The number of questions with which we have to deal is no
less than fifty-two.

I have therefore to reply to a great many questions, the majority of which are highly
interesting both from a theoretical and practical point of view. It has occurred to me that
it would be desirable to attempt to divide these questions into several groups and to
explain the Soviet delegation's point of view in regard to each group. The observations
submitted may be divided into three main groups. The first group comprises remarks
and objections intended to define more accurately certain ideas relative to the clauses of
the pact. The second includes fundamental objections to the ideas on which the pact is
based. The third consists of observations relating to form and procedure.

To the first group of observations intended to define the basic ideas of the pact belong
questions concerning the correlation which exists between the principle of the most-favoured-
nation and non-discrimination, questions concerning cases of discrimination and the
extent to which it has been exercised, the relationship between discrimination and such
instruments of commercial policy in capitalistic countries as export and import
prohibitions, licences, quotas, etc. Other questions falling within the same group are
those concerning the relationship between the pact and existing treaties, the correlation
between non-discrimination and a new instrument of commercial policy in capitalistic
countries - i.e., the control of the circulation of foreign currencies. It is lastly to this
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group that belong special questions raised by several delegates relative to various points
not mentioned in our draft pact, such, for example, as the duration of the agreement, the
organ on which the duty of determining the aggressor devolves, etc.

To the second group belong more particularly the observations of those delegates who
pointed out that the obligations which the pact would impose on capitalistic countries
are very different from those to be assumed by the Soviet Union, as this country had
established a State monopoly of foreign trade. To the same group again belong the remarks
made by the Swiss delegate, M. Stucki, regarding the dangers which the pact might possibly
present for the interest of the less powerful countries. It is in this same group that we
must class the questions relative to the level of cost prices in certain countries, although
these have already been sufficiently debated and more or less settled.

The questions of form refer primarily to the character to be given to the instrument
under discussion. Can a mere declaration be regarded as adequate? Is it possible to
embody in a convention the ideas underlying the pact proposed by the Soviet delegation?
Can Article 1 be adopted without Article 2, etct

Having thus attempted to classify the questions which you have been good enough
to put to me, I will now endeavour to reply to them.

In the first place, Mr. Chairman, a distinction must be drawn between the most-
favoured-nation clause and the principle of non-discrimination. My reply to this question
will greatly facilitate the comprehension of a number of objections aiming at a definition
of the term of non-discrimination.

It was the delegate for Yugoslavia who first asked me whether the most-favoured-
nation clause and non-discrimination were one and the same thing, and if they were not,
whether the second of these principles was broader or narrower than the first.

In his second speech, the Yugoslav representative replied to this question himself and
expressed the view that the most-favoured-nation clause and non-discrimination were not
to be regarded as identical. Of that, indeed, there can be not the shadow of a doubt. It
could not be supposed that, if the two conceptions were identical, the Soviet delegation
would have thought of proposing the adoption of the principle of general non-discrimination,
using an unfamiliar term to describe a principle which for three centuries has been known
as "the most-favoured-nation clause". May I remind you in this connection of the
definition suggested by M. Litvinoff in his speech at the second meeting of the Co-ordination
Committee on August 31st last:

" The principle of non-discrimination precludes the laying down of special
conditions in regard to a given country and the application in economic relations with
that country of a regime which would place it at a disadvantage as compared with other
countries ".
It might be said that, up to a certain point, the principle of non-discrimination is the

converse of the principle of the most-favoured-nation. Discrimination, indeed, is the exact
opposite of the most-favoured-nation clause. It means that one nation is placed in a much
less favoured position than others, or even in a position which is entirely unfavourable.
The most-favoured-nation principle guarantees to the contracting parties all special privileges
and advantages which may be granted even to a single country. The principle of non-
discrimination, on the other hand, is in no way intended to guarantee that special privileges
or advantages granted to third parties will also be granted to the contracting parties. Its
only effect can be to prohibit the application to a given country or small group of countries
of a commercial and financial regime decidedly less favourable than that which, under the
commercial and financial policy of the country establishing this regime, is applied to other
nations. In this way, the principle of non-discrimination, without being designed to ensure
that a given country shall automatically enjoy all advantages granted to other countries,
makes it impossible for that country to be subjected to a regime less favourable than the
general regime.

This reply implicitly contains the answer to a whole group of questions raised by several
delegates regarding the relation between non-discrimination and the ordinary and
extraordinary methods of commercial policy current in capitalistic countries. It is, in the
first place, absolutely clear that, as discrimination is not to be confused with the most-
favoured-nation clause and guarantees no special advantage or privilege which any given
country may enjoy, the principle of non-discrimination cannot affect the ordinary
limitations placed upon the regime of the most-favoured-nation, such as Customs union,
frontier trade, and recognised geographical clauses such as that applied by the Baltic
countries to which the Latvian delegate has alluded, etc. I consider that this should
suffice to dispel the fears expressed here with regard to the effect which the pact would
have on such customary limitations. The same cannot perhaps be said of the exceptions
to the most-favoured-nation clause which the German delegate has described as " special"
and which consist in the introduction of what is known as a preferential regime.

In order to reply to the question regarding the relation between the preferential regime
and non-discrimination, it will be necessary, as M. Litvinoff pointed out on a previous
occasion, to proceed to an analysis of the economic aspect of the problem. If the formal
application of such a regime to a small group of countries were, in fact, to amount to the
establishment of special conditions affecting the commerce of any one country not included
in the regime in question - as might happen in the event of the application of a preferential
regime to the cereals of the countries of south-eastern and eastern Europe - that would
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undoubtedly constitute a case of obvious discrimination. But this question is rather of an
academic character. It is obvious that discrimination only exists when the country
discriminated against refuses to accept the special regime which it is proposed to apply to it.
On the other hand, at its fourth session, the European Commission admitted that the
preferential regime cannot come into force without the consent of all the countries concerned.
Thus we have the following alternative - either the consent of third countries is obtained,
in which case there is no discrimination and there is no longer any contradiction between
the pact and preferential regimes, or else the consent of third countries is lacking; and, in
that case, the preferential regime will not be introduced without appeal being made to the
pact.

The distinction which I have just drawn between the most-favoured-nation clause and
the principle of-non-discrimination makes it possible to reply to a whole group of other
questions relating to the limits within which that principle is to be applied. We have listened
in this Committee to the opinion of several delegates who referred to the difficulties
experienced by the Economic Committee when it attempted to define the most favoured
nation. The delegates who reminded us of this fact meant to imply that it would be even
more difficult to give a clear definition of non-discrimination. -My reply is that none of the
problems relating to the most-favoured-nation clause which have been enumerated here
raise any difficulties in regard to the analysis and definition of the principle of non-
discrimination. Quotas, licences, import and export prohibitions and similar instruments of
commercial policy are not in any way incompatible with the principle of non-discrimination,
provided that they are not specially introduced and directed against a given country and
that they form a part of the regime applied under the general commercial policy of the
country adopting them. These expedients are only to be regarded as discrimination when
a system of licences and quotas is applied exclusively to trade with certain countries at a
time when the general regime is one of free imports and exports. You are aware that
exceptional measures of this kind have been attempted and applied by several countries
with regard to Soviet trade.

The question is no more difficult to solve if we examine the relationship between
non-discrimination and the different methods of tariff policy applied by the various States.
As non-discrimination does not require that any given country should be granted any of the
special advantages enjoyed by third countries, it is perfectly clear that the application
of this principle does not imply the right to enjoy the advantages for which provision is made
in conventional tariff. This should reassure the delegates who have voiced their fear that the
pact which we are proposing would necessitate the automatic extension of conventional
tariffs to countries not parties to the treaties involved. The pact can only apply to the
general regime, and there can be no question of its extension to special advantages arising
out of treaties. I may add that the other questions of a like nature concerning the similar
products clause, the. specialisation of tariffs, etc., are not at all in conflict with the pact,
provided that such clauses and systems are not specially introduced and aimed against
any given country.

It is obvious from what I have just said that commercial treaties already in force and
based upon the usual principles, such as the most-favoured-nation clause, national treatment,
conventional tariffs, etc., without the inclusion of special clauses discriminating against third
countries, are not dealt with in the pact which we are proposing and will be in no way
affected by it. Several delegates have asked for more exact information on the degree of
discrimination with which the proposed pact is intended to deal. The Belgian and Japanese
delegates, for example, asked me whether the principle of non-discrimination applies merely
to commercial exchanges in the narrow sense of the word or if it covers the whole range of
economic relations, including the right of establishment, merchant shipping, etc. It goes
without saying, Mr. Chairman, that, as the principle of non-discrimination forbids the
introduction of a special economic regime directed against a given country, its application
extends to all aspects of international economic relations.

The Japanese delegate further asked me whether the boycotting of foreign goods could
also be described as economic aggression. It seems to me that, in the light of what I have
already said, the boycotting of foreign goods is beyond all question a form of economic
aggression within the meaning of the pact which we are proposing, if it is the outcome of
Government measures, and this holds true even if such measures have not been made public.
Should the boycott be prompted by the circumstances of a dispute, the question of its
admissibility must be solved in the light of the decision taken on the merits of the dispute.
Before leaving this group of questions, I should like to pause a moment to consider the
distinction drawn by several delegates between the principle of the most favoured nation
and non-discrimination in the matter of procedure.

The Yugoslav delegate has pointed out that the most-favoured-nation clause is already
a feature of bilateral agreements, while the principle of non-discrimination would be laid
down in a pact whose validity would be independent of such bilateral agreements. That is
obvious. The pact must obtain results. Otherwise, why adopt it? Why propose it ?

There is, however, one aspect of the question raised by the Yugoslav delegate which is
worthy of special attention. My impression was that the Yugoslav delegate imagined that,
as the Soviet Union has not concluded most-favoured-nation treaties with certain countries
(of which Yugoslavia is one), it intends to use the pact as a means of obtaining certain
advantages in these countries. In this connection I should like to remind you that I have
already mentioned Yugoslavia in the list of countries which have applied a special regime to
trade with the Soviet Union. It is evident that the conclusion of this pact would not oblige
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Yugoslavia to grant the Soviet Union advantages attaching to most-favoured-nation
treatment. We do not expect that for a moment. But it is no less evident that, if Yugoslavia
were to accept this pact, it would no longer be free to continue the application of measures of
discrimination aimed at the Soviet Union.

It may be that the Yugoslav delegate considers it expedient to retain such measures
of aggression and discrimination against the Soviet Union. In that case, I have nothing
more to say except to point out that the Yugoslav delegate has made no attempt to enlighten
us upon the advantages to be derived from such a policy. His silence is significant, and we
must leave the matter at that.

Let us now pass to the hesitations and comments expressed here in regard to the
very root of the question. Is economic aggression a fact? Does discrimination really
exist? And, if such expedients are really practised, should measures be taken to counteract
them? It may be that they are legitimate and even favourable to the development of
international relations. The Spanish delegate, in my opinion, expressed himself with the
greatest clarity on this subject. Hitherto, we have been told that aggression may, indeed,
exist, and that discrimination may, indeed, be a fact: but that, in any case, these expedients
are not practised by capitalistic countries in their relations with each other. That is
tantamount to suggesting that the Soviet Union is the only country interested in the
conclusion of the pact. The Spanish delegate, on the other hand, frankly admitted that
discrimination is universal in railway transport, in transit, in taxation, etc. M. Bernis
also admitted the existence of numerous forms of aggression in international relations;
but the conclusions which he drew were somewhat paradoxical. He suggested that, as
aggression and discrimination exist, it is useless to attempt to counteract them.

If we fall in with what I may term his philological attack on the conception of economic
non-aggression and banish the terms " discrimination " and " aggression " from our
vocabulary, it will also be necessary to reject the term " pact ", and in that case the whole
question which we have investigated at such length will be easy to solve. My view is the
exact opposite, and I suggest that a frank admission of the existence of aggression and
discrimination is the best argument in favour of the necessity of taking steps to abolish
such practices and to prevent their embittering international relations.

The French delegate also admitted that discrimination exists, though he described
it as an inevitable evil. M. Elbel endeavoured to show that discrimination was a kind
of lifebelt which saves the lives of countries in process of submersion in the floods of the
present crisis. Where is the saving of life when such measures lead to the drowning of others?
It should be frankly admitted that discrimination, when conceived as a series of measures
directed against a given country, can never be a means of defence or of self-protection.
It will always be a means of attack.

If we examine the economic significance of such expedients, it is almost impossible
to doubt that measures such as the sudden and simultaneous withdrawal of credits in a
given country and similar financial action are a clear form of economic aggression if it is
in a spirit of aggression that they are adopted.

The French delegate considers it impossible by mere appeal to the idea of economic
aggression to compel banks to continue credits or to convert short-term into long-term
credits.

It would be strange if I endeavoured to refute these arguments ; but it would be wrong
to regard concerted action by banks which threatens to do deliberate harm to the credit
of other countries as a perfectly natural commercial operation from which the element of
aggression is excluded. Anyone could quote many recent passages from the European
Press showing to what a degree banks are.inspired by political considerations.

One of the delegates referred here to the question of the legitimate defence of the
weaker countries against the stronger. But aggression is essentially the arm of the
stronger; and the less powerful countries are just those which have an especial interest
in protecting themselves against the attacks of the more aggressive. The pact which we
propose is nothing else than a defensive weapon.

Everyone knows that the policy of the Soviet Union has always been inspired by the
keenest sympathy for the rights and interests of less powerful countries; it is therefore
natural that the pact which we are proposing should be inspired by the same spirit.

Several delegates enquired as to the duration of the pact. We deliberately abstained
from indicating any duration. We think that the renunciation of economic aggression,
like the renunciation of war as a means of settling international disputes, should not be
restricted by any time-limits. But, if other delegations think differently, no doubt they
will make their proposals, and we shall be ready to discuss them.

The Polish delegate, M. Sokal, asked who will be entitled to determine the aggressor.
But who determines the aggressor in the case of the Paris Pact ? So far as the pact proposed
by us is concerned, the country which first adopts measures of economic discrimination
must be regarded as the aggressor. If it were so decided, we could introduce a definition
to this effect into the text.

I have been replying up till now to questions relating to the fundamental principles
on which the pact is based. I hope that my replies have helped to dispel the perplexity and
doubts of certain delegates. I should have no objection to the details which I have
endeavoured to give here being embodied in the document itself.
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Let us now turn to the second group of objections, which express sympathy with the
idea of the Soviet proposal, but contest its practicability. In this connection, I think we
should consider what obligations are imposed by the pact on countries with different
economic systems.

An endeavour has been made to create the impression that, after the coming into force
of the pact, the Soviet Union would benefit by numerous advantages in capitalistic countries,
whilst, owing to its monopoly of foreign trade, the Union might reduce the advantages of the
pact for the capitalistic countries to nil. Is this really the case ? In the first place, we
must not overestimate the advantages which the pact would confer on the Soviet Union in
capitalistic countries. These countries have long ceased to be markets widely open to
foreign competition. Protectionist tariffs, export and import prohibitions, the system of
licences, quotas and, lastly, the policy of monopolising foreign exchange and controlling
its circulation, all make it possible to regulate foreign trade in the strictest manner without
any need for a State monopoly. The proposed pact does not interfere with any of these
forms of commercial policy.

Let us now consider what the pact would mean in the case of a foreign trade monopoly,
and further - this interests several delegations - whether the existence of the pact is
compatible with the foreign trade monopoly system and whether in such circumstances it
is solely of advantage to one side. I believe the existence of a foreign trade monopoly, far
from diminishing the value of the undertaking not to discriminate, on the contrary gives it
greater importance. In the first place, any measures of discrimination which might
be taken by the Soviet Union would have, as elsewhere, to take the form of legislative or
administrative action by the Government. It is common knowledge that, when in the
course of a recent bitter conflict with a certain European country the Soviet Union was
obliged to proclaim a commercial boycott of that country, it did so by legislative action.
It is also perfectly well known that, in response to the aggressive measures of certain
countries against the Soviet Union, the Government of the latter replied by administrative
reprisals which it made public. Discrimination is not a form of action which is secret or
unknown to the country against which it is directed. There would be no point in such action
if it were secret. The abrogation of measures of discrimination adopted by the Soviet
Union in reply to aggression and discrimination directed against itself is a matter of great
interest to capitalist countries, as was seen recently during the discussions between the
Soviet Union and a certain country which had decided on measures of discrimination against
the Union. The Government of the country in question, in replying to the proposal which
was made to it to cancel its discriminatory measure, put forward a counter-proposal that
the reprisals of the Soviet Union should be discontinued at the same time. The agreement
reached on this footing is the best proof of the bilateral nature of the principle of non-
discrimination.

We are also told that the Soviet Union, having a foreign trade monopoly, may, in fact,
render the pact valueless. Put less politely but more frankly, this amounts to saying that
the Soviet Union, in proposing the pact and recommending its use in international relations,
has no intention of applying it itself. On what is this strange supposition based ? The
Soviet Union has never given anyone reason to accuse it of not loyally carrying out its
international engagements. I know that, in certain quarters, anti-Soviet fables are still
believed. I know that sometimes it is thought fit to distort the intentions and proposals
of the Soviet Government. Would it not be more sensible once for all to abandon these
methods ? It is true that the pact does not bind the commercial organisations of capitalistic
countries or of the Union never, under any circumstances, to modify the amount of such
orders as they have once decided to place. But variations in these purchases after the
signature of the pact will depend on purely commercial considerations and will take into
account the special circumstances of each particular transaction.

The Swiss delegate drew a picture of what would happen if a country with a foreign
trade monopoly completely stopped purchasing in a particular country. It goes without
saying that such a case is in practice impossible, or, rather, is possible only in the event of a
rigorous commercial boycott. But any such boycott is incompatible with the pact, except
in reply to a previous aggression. We on our side might just as well suppose that, in view of
the extensive development of gigantic capitalistic monopolies and their close connection
in many cases with particular Governments, it would be easy for capitalistic countries
to evade the clauses of the pact without any publication of decrees for the purpose. Have
we not recently listened to statements to the effect that international agreements between
big capitalist trusts for the sharing of sale and purchase markets are of more economic
importance than Customs regulations? Does not the monopoly of foreign exchange place
in the hands of capitalist countries a means of fixing the volume and current of transactions
with any particular country through the agency of the big banks under their control ?
I will not discuss here which form of monopoly is easier to circumvent - State monopoly
or private monopoly, the monopoly of foreign currency or the monopoly of foreign trade.
I prefer to suppose that the contracting parties, in signing the pact, will do so for the
advantages which it confers, and not with the intention of paralysing its effect.
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The British representative, Sir Sydney Chapman, expressed doubts as to the possibility
of a non-discrimination agreement between countries with different economic systems. To
dispel his doubts, I may refer him to an article from an Anglo-Soviet agreement - namely,
the Commercial Convention between the Soviet Union and Great Britain which I had the
honour to sign in the name of the Soviet Government in April 1930. This article is of such
special interest in regard to the question we are now considering that I will venture to quote
its text, which is as follows:

"In concluding the present Agreement, the contracting parties are animated by
the intention to eliminate from their economic relations all forms of discrimination.
They accordingly agree that, so far as relates to the treatment accorded by each party
to the trade with the other, they will be guided in regard to the purchase and sale of
goods, in regard to the employment of shipping, and in regard to all similar matters by
commercial and financial considerations only and, subject to such considerations, will
adopt no legislative or administrative action of such a nature as to place the goods,
shipping, trading organisations and trade in general of the other party in any respect
in a position of inferiority as compared with the goods, shipping and trading
organisations of any other foreign country".

You perceive that the principle of non-discrimination applies in the relations between
the Soviet Union, with its monopoly of foreign commerce, and Great Britain, which has until
recently favoured free trade. We have here the same principle of non-discrimination which
is at the basis of the pact we propose. The agreement from which I quoted a passage has
been in force for about eighteen months. Not only has it given rise to no difficulty between
the signatory States, but it has been an essential factor in the development of relations
between them. True, it is a bilateral agreement; but there is nothing in it which precludes
its extension internationally. You see that the pact we propose is not a leap in the dark. It is
in accordance with sound precedent. It is founded on ideas and methods which have been
justified in practice.

Certain delegates who favour the idea of the pact express doubts as to the possibility
of embodying the idea in a legal instrument of a contractual nature. I think that the

extract from the Anglo-Soviet agreement which you have just heard may serve also to
dispel such doubts. It seems hardly desirable to be content with declarations which do not

bind the Governments. But the pact we propose will be in the nature of a general declaration
in the sense that, without imposing definite concrete obligations, it will show the way and
the direction to be followed by the signatories in their future economic policy. The

significance of the proposed pact in this connection seems to me much greater than is at
present realised.

The French delegate, in criticising the pact, asserted that it deprives capitalist countries
of the defensive weapon which they require in order to face Soviet competition. He said
that the peculiar feature of this competition, which he characterises as " dangerous ", consists
in the fact that, in the Soviet system, the problem of cost price does not arise. He maintains
that, in the Soviet Union, cost price is not a factor which has to be taken into account, and
that foreign markets are thus exposed to the danger of being flooded by goods manufactured
under the Five-Year Plan.

This picture is so remote from the reality that I will merely say it bears no sort of
resemblance to the economic machinery or policy of our country. It is perfectly clear that

no nation can flood the world market with goods sold below cost price.

We have treated, and we shall in the future treat, those special measures which certain
countries take on the pretext of the peculiar character of what is called Soviet competition
as nothing more nor less than a form of aggression.

M. Elbel, in order to strengthen his position, told us a picturesque - and non-political
story of the chickens and the salad. I must say I was not convinced by his anecdote.

To be candid, I think M. Elbel's salad leaf conceals a well-known policy.

Several delegations said they were ready to accept Article I: of the Soviet draft as to the
peaceful co-existence of different economic systems. I find it, however, difficult to reconcile
their declarations with their negative attitude in regard to Article 2 of the draft. Either
peaceful co-existence is admitted as a principle - in which case countries must give up
exceptional measures against countries with other economic systems, and accordingly
must accept Article 2 at the same time as Article 1 - or the position is that countries with
a certain economic system want to keep their hands free to discriminate against those with
another economic system. In the latter case, why do they accept Article 1, which has no
practical value without Article 2 9 The acceptance of the principle of peaceful co-existence
without forgoing aggression and discrimination leaves untouched a number of dangerous
elements which constitute a serious menace to the peaceful co-existence of peoples.

I am sorry to have taken up so much of the Committee's time; but I could not do
otherwise than reply to all the questions and remarks put to me. I hope I have explained in

sufficient detail what is meant by non-discrimination. I think I have made it sufficiently
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clear that non-discrimination does not conflict with the ordinary methods of commercial
policy; it is, on the contrary, their necessary corollary under modern conditions. It is also
clear that the existence of different economic systems is not an obstacle to the acceptance
of the pact.

It remains to sum up frankly the results of our discussion. Is it or is it not desired that
discrimination and economic aggression should continue to complicate and envenom the
economic relations between peoples? If you wish to combat these unhealthy phenomena, as
we ourselves are anxious to do, then our common work should take expression in the drafting
of a final text of the proposed pact of economic non-aggression, for submission to the
Governments concerned as soon as possible. I really do not think there can be any longer
any question of doing as the Finnish delegate in all courtesy proposed when he suggested
that we should go back to our starting-point. The Special Committee was set up with
definite duties ; and, so long as these duties are not performed, it cannot desist from its task
or hand it over to other bodies or institutions.

As regards the practical procedure to be adopted for the purpose of drafting the final
text of the proposal, I think the work should be left to a small committee elected by this
meeting. In this small committee, authors of additions or amendments arising out of the
discussions will be able to put their proposals in precise form. For instance, there might be
a special definition of what constitutes discrimination as a special system brought into
operation by legislative or administrative means. There might be a definition of
discrimination introduced by Governments without official publication. It might be
specifically stated that the clauses of the pact in no way invalidate existing commercial
treaties, and are not opposed to the most-favoured-nation clause. It might be determined
what measures of financial or credit policy are tantamount to discrimination. In the opinion
of the Soviet delegation, the small committee should set to work without delay. This
appears to me to be the only method of accomplishing the task on which we are engaged.

5. Discussion of the Questions raised by M. Sokolnikov's Statement.

The CHAIRMAN pointed out that A. Sokolnikov's statement could be divided into
two parts. The first contained the arguments in support of the Soviet proposal and the
detailed replies to the objections raised and the questions asked by various delegates, and
the other a concrete proposal for the formation of a small drafting committee which would
be instructed to consider the Soviet proposal and ultimately make the necessary
modifications to bring the proposed text into harmony with the various views expressed
during the discussions. The Committee's task was therefore twofold. It must, on the
one hand, define its attitude to the replies given by the Soviet delegation on the merits
of the question, and, on the other hand, decide what action should be taken on the concrete
proposal to create a sub-committee.

M. ASHIDA (Japan) wished to raise a point mentioned by the Soviet delegation which
was of special interest to Japan. The latter was, as it happened, suffering from an economic
boycott which assumed very extreme forms. As the Committee was aware, an economic
boycott was often used as an instrument of national policy. If all civilised countries could
agree to forego this policy entirely it would tend to alleviate and dissipate the tension
which was disturbing the economic life of Asia. He drew their attention to the cardinal
importance of China's defining its attitude to the pact of economic non-aggression. If the
Chinese delegate would accept the proposed pact, so far, at any rate, as economic boycotting
was concerned, it would greatly ease the relations existing between the two great countries
of the Far East.

M. Woo KAISENG (China) observed that the Committee was discussing the Soviet
delegation's reply to the objections raised against a draft pact of economic non-aggression.
The Japanese delegate's question was therefore outside the scope of the discussion, and he
would refrain from replying to a question which undoubtedly had a certain economic
aspect but was inspired predominantly by political considerations.

M. ASHIDA (Japan) explained that, in raising the question, he had only had the economic
aspect of the problem in mind. The Soviet delegation had referred to boycotting as a form
of economic aggression.

The CHAIRMAN replied that particular cases such as that just raised could not be
discussed by the Special Committee, which had to consider the general question of a pact
of economic non-aggression. Whether an economic boycott could be described as aggression
in the sense of the Soviet proposal was a question which could only be settled in each
particular case after considering the causes of the boycott.

The various delegations had fully stated their views on the merits of the question.
The Committee had now two proposals before it. The first suggested referring the
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question for further examination, bearing in mind the observations made during the
present session. The second suggested the appointment of a small sub-committee which,
on the basis of the observations and objections made in the Special Committee, would
consider the question and report to a plenary meeting of the Committee. The latter would
naturally retain complete freedom to reconsider the text and, if necessary, amend it.

M. BENIS (Spain) said that, if the Special Committee would satisfy M. Sokolnikov,
and if a small committee, formed as he had suggested, could conclude a pact of
non-aggression, it would undoubtedly be a great relief, although he personally disagreed.

If the Soviet proposal were adopted, the countries specifically mentioned in
M. Sokolnikov's reply, such as Great Britain, which had concluded a treaty containing
a non-discrimination clause, would, of course, have to be on the sub-committee.

He himself had no desire to be a member of the sub-committee. The cardinal
question, to his mind, was how the economic measures of certain countries would be
regarded. That could only be dealt with in bilateral instruments. Four years ago he had
been instructed by his Government to deal with a similar question when a coefficient
of exchange depreciation had to be applied to German imports into Spain. Before
deciding the question, he had made sure that the various German manufacturers and
importers did not practise dumping or sell goods below cost price.

In this case, the Russian proposal could hardly be considered until the actual cost
prices of Russian manufactures had been ascertained and the Soviet Government had
formally declared that dumping was not practised. He would, however, state that the
Spanish Government was most desirous that the attitude of countries which rejected the
pact should not be construed as hostile to the idea of economic non-aggression which was
at the basis of the Soviet proposal.

M. STUCKI (Switzerland) thought there were two methods which might be adopted.
The details of M. Sokolnikov's speech might be taken and discussed point by point, which
would be an interesting but rather lengthy method. Various delegates had said that they
could see no chance of such a pact being concluded or, if it were concluded, being applied.
Other delegates had been more courteous in their objections and had confined themselves
to asking questions.

The more appropriate method to his mind would be for the Special Committee, before

appointing a small sub-committee, to decide whether the Soviet proposal was consonant
with the interests of the various countries to which it had been made. As far as Switzerland
was concerned, he had already given a negative reply. Another question to be decided
was whether, even supposing the Russian proposal to be broadly consonant with the interests
of each country, a workable text could be agreed upon. M. Stucki did not think that
a plurilateral pact could go further than bilateral treaties.

The Soviet delegation's explanations added nothing fresh to the proposal, the scope
of and motive for which his delegation had from the outset realised. The real point was
still the relation between the clause of non-discrimination and the most-favoured-nation
clause. M. Sokolnikov's explanations failed to remove the objection that the economic
systems of the countries which would have to accede to the pact differed too much from
one another to afford the necessary guarantees which would justify assuming more drastic
obligations than those involved by bilateral treaties. According to the Soviet delegation,
everything depended on whether the measures which might be described as discriminatory
were taken with an aggressive intention. He was reminded of the academic discussions
in penal law regarding a person's good or bad faith in committing some act. The question
was to know what was taking place in that individual's brain. A problem which was so
difficult to solv e in the of persons would be insoluble in the case of international
questions on which a judgment could be passed only if the intentions of various governing
authorities, politicians, etc., were known. It might well be asked what tribunal could
state in each particular case whether a given measure had been taken in a spirit of aggression.
It was replied that the pact of economic non-aggression was a supplement of the Paris Pact,
and it would naturally be the duty of the same judge to decide on disputes arising out of
one or other of these two pacts. MN. Stucki could not believe that therewere States which
would allow a tribunal to declare that measures taken in a particular case were not justified
by plausible economic reasons but constituted a violation of the pact. To take concrete
instances which might actually occur, a country might prohibit the import of certain articles,
such as nitrogenous products, which were only exported by one or two countries. If the
latter complained that such prohibition was an act of aggression, they would be told that
it was a general measure affecting imports from all countries. Similarly, if the import of
watch-making articles were prohibited, and if Switzerland, which was practically the
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only country concerned, complained of that being an act of aggression, it would always
be told that it was a general measure. Yet it was obvious that, in practice, the countries
in question would really be suffering from an act of economic aggression aimed exclusively
at them.

For all these reasons the Swiss delegate could not believe in the practicability of the
Soviet proposal, and therefore thought it useless to appoint a sub-committee which, after
one week's weork would at most merely succeed in drawing up a draft convention to which
no effect could possibly be given.

M. POSSE (Germany) found that M. Sokolnikov's explanations dealt satisfactorily
with most of the questions he had asked. There were still a few secondary matters, such
as specialisation, boycotting, etc., which might easily be settled by a sub-committee, and he
agreed that such a committee should be formed. Apart from difficulties which might
arise owing to t r he very short time at the disposal of most delegates, he had no objection
in principle.

Mi. TODOROVITCH (Yugoslavia) considered that the proposal was very vaguely worded,
which explained why fifty-two questions had been put to the Soviet delegation. The
question now was whether M. Sokolnikov's replies were sufficiently informative. From
the view which he took on the scope of the non-discrimination clause, it appeared that
the latter would apply to the general regime and not to special preference arrangements
and conventional tariffs. The Soviet delegate had also mentioned the treaty concluded
between Great Britain and Russia containing this particular clause. What was
Sir Sydney Chapman's opinion on the question whether the British view of this clause
corresponded with that of the Soviet Government? The explanations already given were
certainly useful, but there were still, he thought, many points not sufficiently cleared up.

He thought it inadvisable to appoint a small sub-committee. If the Soviet proposal
remained as it was, the attitude of delegations which objected to the suggested pact would
remain unaffected. A week would thus have been lost in drawing up a scheme which
would be unworkable, and, in the end, the Soviet Union would have to be asked to settle
the question by bilateral negotiations. If, on the other hand, the small sub-committee
submitted a scheme which was very different from the Soviet proposal, the question would
arise whether the Committee was entitled to give an opinion on the new scheme. Its
terms of reference were to discuss the Soviet proposal as formulated and not to draw up a
fresh text.

M. ELBEL (France) admitted that, on certain points, M. Sokolnikov's reply seemed
to have dissipated the misunderstanding regarding the meaning of discrimination. On
other points, however, the Soviet delegate, for all his skill, had failed to clear up the doubts
of most delegations, particularly as regards the question whether a foreign trade monopoly
enabled more or less deliberate measures of discrimination to be applied or not. No direct
reply had been received either regarding costings. The explanation furnished did not
give the impression that the competitor was working under similar economic conditions.
Nor had any reply been returned regarding credits. The Soviet delegation had not said
that it would not regard the withdrawal of the Government credits granted to certain
countries as economic aggression. It was therefore not easy to form an opinion which
would help in finding forthwith a satisfactory solution for the problem. Times were disturbed,
and there was much uncertainty and anxiety regarding the future. It would be too ambitious
to expect to solve such a thorny question at once. He agreed with M. Todorovitch that
the Committee would be exceeding its powers if it drew up a fresh text. The Committee
should merely submit to the Commission of Enquiry for European Union a report
summarising the various arguments for and against the conclusion of the pact, and leave
it to the Commission to draw its own conclusions.

M. COLOMBO (Italy), while admitting the weight of M. Elbel's arguments, thought
a small sub-committee should nevertheless be set up. The question, after all, was one of
principle, and should be closely examined both as regards its substance and its form.

Cemal HUSNU{ Bey (Turkey) concurred.

-M. HIIJELT (Finland), to dissipate the misunderstanding caused by his proposal for
adjournment, explained to the Soviet delegate that he had not suggested making a fresh
start, but merely recommending the Commission of Enquiry for European Union to appoint
a special committee which could carry out a more exhaustive study. The other Finnish
proposal suggested adjourning to a later date in order to enable the question to be thoroughly
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examined and to reconvene the Special Committee a few days before the next session of
the Commission of Enquiry -i.e., about January 14th or 15th. M. Hjelt also declared
himself in favour of appointing a limited drafting committee now.

M. ASHTDA (Japan) supported the Soviet proposal.

Sir Sydney CHAPMaAN (Great Britain) doubted the advisability at the moment of
appointing a small sub-committee to draw up a draft convention which would embody all
the observations made during the discussion. Quite apart from the time which the sub-
committee would need for its work, he doubted whether such procedure would be consistent
with the Special Committee's terms of reference. It would therefore be better to draft a
report stating the objections raised and the conclusions adopted by the Committee and leave
it to the Commission of Enquiry for European Union to decide the further action to be
taken.

Replying to M. Todorovitch's question, Sir Sydney Chapman declared that the insertion
in the Anglo-Russian temporary commercial agreement of 1930 of the words referred to
was an attempt to cope, as far as possible, with the difficulties to which he had drawn
attention. The Committee would have to decide whether they could be used as the basis
for a plurilateral convention.

M. ROMAN (Poland) agreed with M. Elbel that a report should be drawn up' and
submitted to the Commission of Enquiry, which would decide whether to put the proposal
before the Governments.

M. BUERO (Uruguay) had been absent from the first meeting and had therefore had no
opportunity of expressing his views on the Soviet proposal. Having heard the Soviet
delegation's explanations of the scope of the scheme, he felt certain that the problem might
merit closer consideration, and for that purpose it might be advisable to appoint a drafting
committee. He disagreed with preceding speakers as regards the powers of the Special
Committee, which had a perfect right to draw up a fresh draft convention embodying the
various views expressed during the discussion. It was not fair to limit arbitrarily the
Committee's powers. Delegates had come to Geneva with certain instructions, and it was
natural that they should try to see whether they could carry out those instructions by
amending the texts before them. If it were only a question of submitting a report, there
was no need to convene a committee: it would have been sufficient to communicate with the
Governments concerned.

Mr. LINDSAY (India) thought the various criticisms expressed on the original Soviet
proposal might be summarised by stating that the pact attempted too much. Hitherto,
European and non-European countries had progressed by concluding definite and precise
agreements which could be interpreted by international courts. It was impossible to lay
down in a categorical form a general principle which would apply to all cases. He therefore
thought it inadvisable to try and redraft the Soviet proposal. It would be sufficient to send
the Commission of Enquiry for European Union a report of the delegates' objections and
M. Sokolnikov's replies, together with such further observations as had been made in the
Committee. The report should also mention that the clause had already been adopted in a
commercial agreement between England and Russia and that this bilateral procedure
might be extended with some chance of success.

M. VALDES-MENDEVILLE (Chile) agreed with the Uruguayan representative on the

question of procedure. The Special Committee did not consist of European countries only,
but was international in character. It would not be fair for it to burke the question by
submitting a report to a Commission which was purely European. At the same time, he did
not believe that the small sub-committee could be convened immediately. It might be
appointed now and convened for a later date. The various Governments had been asked
to give their observations on the Soviet proposal. Chile had replied; but, as the invitation
was still open, further observations might be received from the Governments. They could
then be examined by the small sub-committee which would meet later, but, in any case,
before the next session of the Commission of Enquiry for European Union. It remained
to be seen whether the sub-committee would submit its report to the Special Committee or
to the Commission of Enquiry.

M. SOKOLNIKOV (Union of Soviet Socialist Republics) gathered that most of the
delegates agreed that a small sub-committee should be appointed. The only question was
what it would do. According to some delegates, the sub-committee should not adopt any
conclusion. If so, the Special Committee would have failed in its duty and it would therefore
be better for the Committee to say immediately that it refused. If that was not the
Committee's intention, the sub-committee would have to adopt one or more conclusions



21--

representing the respective opinions of the majority and the minority and state in its report
that, while certain members disagreed, others agreed that the pact might be concluded, or
that certain delegations believed that the pact could be accepted with the amendments
which discussion had shown to be necessary. M. Elbel had said that the Committee should
decide for or against the scheme, and that it would be exceeding its powers if it touched on
the question of possible amendments. That, he thought, was not a suitable way of carrying
on the work of an international committee. It was only done in the case of a popular
referendum. If the Committee, again, was merely to submit a report without drawing any
conclusions, it would be simply making an extract from the Minutes, which was rather the
duty of the Secretariat.

6. Appointment of a Sub-Committee.

The CHAIRMAN, summing up the various opinions expressed, pointed out that the
Committee had been convened to consider a draft pact, and it was incorrect to say that its
powers were limited. In proof, he would refer to a passage in the report of the Commission
of Enquiry for European Union which showed that the Committee was to study the question
and not confine itself merely to a superficial and strict examination of the Soviet Union's
proposal. The task of the Committee was therefore to examine the question raised by the
Soviet proposal. Had it done so ? He rather thought not. Doubts and hesitations and
objections had been expressed regarding the idea of a pact of non-aggression. Reference
had been made to the difficulties which would arise if an attempt were made to put such a
pact into execution. The delegates had unanimously admitted that the idea underlying
the Soviet proposal was essentially liberal. Various points of difficulty had been raised and
finally reduced to fifty-two. The Soviet delegation's reply was not merely a rejoinder to the
objections raised, but it added new facts to the discussion, such as the clause of non-
discrimination which appeared in the Anglo-Soviet treaty of commerce. As the Committee
was not tied down in its examination of the question, the question arose whether it had given
the problem sufficiently full and exhaustive consideration. From the point of view of the
delegates personally, the subject might be exhausted; but, from the standpoint of the
Committee as a whole, the work could not be abandoned until every possibility had been
explored. Perhaps the sub-committee would conclude with M. Stucki that the pact could
not be worked, or it might decide that it should merely draw up a report. He therefore
proposed to appoint a small sub-committee, but not to give it any definite terms of reference.
The sub-committee would report to the plenary meeting on the results of its work. When
definite proposals had been put forward by the sub-committee, the Special Committee could
study the question definitely and adopt its conclusions. He therefore proposed to appoint a
small sub-committee representing the following countries: Chile, Czechoslovakia, Estonia,
France, Germany, Great Britain, Japan, Poland, Sweden, Switzerland and Turkey.

M. STUCKI (Switzerland) said that as there could be no mistake about his view of
the pact, he could not agree to become a member of the sub-committee.

The CHAIRMAN said he would substitute Yugoslavia for Switzerland.

M. TODOROVITCH (Yugoslavia) said that the reasons given by M. Stucki applied to him
also.

The membership of the Sub-Committee was finally constituted as follows: Chile,
Czechoslovakia, Estonia, France, Germany, Great Britain, Japan, Poland, Sweden and
Turkey, with MI. de Michelis (Italy) as chairman. The delegation of the Soviet Union
would also be represented.
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FOURTH MEETING (PRIVATE).

Held on Thursday, November 5th, 1931, at 11 a.m.

Chairman: M. DE MICHELIS (Italy).

7. Examination of the Draft Report to the Commission of Enquiry for European Union.

PREAMBLE.

M. BERNIS (Spain) thought that as Article 23 (e) of the Covenant was referred to at
the end of paragraph 1 of the Preamble, it would be better to reproduce the exact wording
and not to substitute the notion of non-discrimination. The Committee had no authority
to interpret a principle and could not amend in the slightest degree an existing text.

M. STOPPANI (Director of the Economic Relations Section) pointed out that the wording
of Article 23 (e) of the Covenant had already been interpreted at various Conferences,
including that of Genoa.

M. SOKOLNIKOV (Union of Soviet Socialist Republics) thought it preferable not to try
to connect the idea of non-discrimination with the terms of Article 23 (e) of the Covenant,
and therefore suggested deleting the second sentence in paragraph 1.

A greed.

At the request of M. BERNIS (Spain) the following was added to the first sentence of
paragraph 2:

"And the uncertainty which its wording might involve "

'CHAPTER I. - PARAGRAPHS 1 AND 2.

Adopted without discussion.

PARAGRAPH 3.

M. BERNIS (Spain) pointed out that it was unfair to say that the Soviet Union took
no account of the cost price of the goods exported. The truth was that Russia had adopted
a new method of calculating cost prices based on the general cost of its whole economic
organisation. He would like this simple observation to be included in the Minutes.

M. SOKOLNIKOV (Union of Soviet Socialist Republics) feared that the view taken by
capitalist countries of Soviet Union's economics was quite different from the idea which
that country had of its own economic system. Paragraph 3 should therefore contain a
refutation of the argument put forward.

After discussion, the following wording for paragraph 3 was adopted:

" 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 taking into account, as they
maintained, the traditional factor of the cost price of the goods exported, a statement
which the Soviet delegation categorically denied."

PARAGRAPH 4.

The opening words, " In these circumstances ", were deleted.

At the request of M. ELBEL (France) the words " some members " were substituted
for "the majority of the members ".

Agreed.

PARAGRAPH 5.

At the request of M. SOKOLNIKOV (Union of Soviet Socialist Republics) the words,
" From the standpoint of possible State intervention in economic life " were inserted in the
second sentence after the words " They added that ".

After discussion, the following wording was finally adopted for the second half of this
paragraph:



-23 -

"Moreover, the authors of the pact considered that, despite her special economic
system, Soviet Russia was perfectly able to assume an obligation of non-discrimination
equivalent to a positive guarantee. They pointed out that this country had, on
several occasions, been led to promulgate as an act of reprisal laws prohibiting the
purchase of goods in a particular country. In undertaking not to discriminate, Russia
would have to ."

PARAGRAPH 6.

M. SOKOLNIKOV (Union of Soviet Socialist Republics) proposed the following wording:
" 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 commercial organisations, which in the absence of special
instructions were to be guided solely by commercial principles, and therefore buy
in the market which happened to be most advantageous in each particular case. "
A greed.

PARAGRAPH 7.

Deleted, at the Soviet delegation's request.

CHAPTER I. - PREAMBLE AND PARAGRAPH (a).

Adopted without discussion.

PARAGRAPH (b).

M. FIERLINGER (Czechoslovakia) thought the end of the second paragraph was
illogical and suggested the following amendment: "without the consent of the party
entitled to claim such advantage ".

The Chairman suggested: "without the consent of the third parties concerned ".

M. FIERLINGER (Czechoslovakia) thought such an amendment would be too wide
in scope.

M. POSSE (Germany) suggested: "without the consent of the parties signatory to the
pact "

M. FIERLINGER (Czechoslovakia) admitted that the question was a purely academic
one, but it would be better to be more precise.

After discussion, the following wording was finally adopted:
"As regards the question as to how the pact would operate in the case of possible

preferential agreements, the Soviet delegation considered that such agreements were
only in contradiction with the draft if they were concluded without the consent of
the parties which, in virtue of their commercial treaties, were entitled to claim the
same advantage."

PARAGRAPHS 3 AND 4.

At the request of M. ELBEL (France), the words "it considered that" were, for greater
clearness, inserted immediately before the words " these measures were compatible "
(paragraph 3). Similarly, the words "In the opinion of the Soviet delegation " were
inserted at the beginning of paragraph 4.

PARAGRAPH (C).

Adopted with the followilng amendrnent in the French text:
For " d'appliquer ", recad: "fussent appliques ".

PARAGRAPH (d).
Adopted without observation.

CHAPTER III.

At the request of. the Soviet delegation, a second paragraph was added, worded as
follows:

" The Soviet delegation contended that it was, on the contrary, because the
weaker countries were less able to defend themselves that they could derive nothing
but benefit from the adoption of a pact of economic non-aggression. "
Chapter III was adopted with this amendment.
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CHAPTER IV. FIRST AND SECOND PARAGRAPHS.

Adopted without discussion.

THIRD PARAGRAPH.

M..SOKOLNIKOV (Union of Soviet Socialist Republics) proposed the substitution of

the words " the problem of dumping and " for the words " on the other hand ".

M. FIERLINGER (Czechoslovakia) proposed the addition of the words "by the

Committee" at the end of the paragraph.

The third paragraph was then adopted, its final form being as follows:

"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 was not settled by the Committee."

CHAPTER V.

At the request of the Soviet delegation -the word "great " was deleted from the first
paragraph. 

Following an exchange of views, the first sentence of the second paragraph (beginning
with "The majority of the members ") was modified as follows:

"The majority of the members of the Committee, however, thought that a
multilateral agreement taking the form of the draft submitted . . .

At the end of the same paragraph the words "in Chapter I "were substituted for " above
under A ".

M. BERNIS (Spain) recalled that the Soviet delegation had asserted that it was always
possible to sign a bilateral treaty and that difficulties only arose in regard to the conclusion
of multilateral treaties. He requested that the report should make it clear that such a
conclusion could never have been deduced from the discussions of the Committee, and that
no delegate had referred to bilateral treaties as an acceptable solution. M. Bernis asked
that his remarks should appear in the Minutes.

The CHAIRMAN admitted that it might be possible to add a sentence such as the
following:

" The Committee did not define its attitude as to the possibility of a bilateral
agreement. "

It should, however, be observed that this question was answered in the fourth paragraph
of Chapter I. That passage reflected the general opinion as expressed, not in the Drafting
Committee, but in a plenary meeting.

CHAPTER VI.

Adopted without discuzssion.

The CHAIRMAN declared that the draft report wes unanimously adopted.

8. Examination of the "Summary of the Questions put at the Meetings of November 2nd, 1931
(drawn up by the Secretariat in the Light of the Discussion) " (Annex 1).

The Committee decided after discussion that the " Summary of the Questions put at the
]Meetings of November 2nd, 1931 (drawn up by the Secretariat in the light of the discussion) "
should appear as an Annex to the Minutes, which would also include the questions as put by
the various delegations and the Soviet delegation's reply.

9. Examination of the Draft Resolution.

The CHAIRMAN announced that, after careful examination, this draft had been unani-
mously approved by the Sub-Committee set up the previous day.

Sir Sidney CHAPMAN (Great Britain) would have preferred the title "General conclusions"
to " Draft resolution ".

M. STOPPANI replied that, in its final form, this draft resolution would come immediately
after the report and would be preceded by the words, " The Committee arrived at the
following conclusions ".

FIRST PARAGRAPH.

As a result of certain observations by M. BERNIS (Spain), and at the request of
M. SOKOLNIKOV (Union of Soviet Socialist Republics), the words "and recognises the
generous and profoundly humane elements in that proposal" were omitted.
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SECOND PARAGRAPH.

At the request of the French delegation, the words, " it adheres to the view, the truth
of which is, indeed, demonstrated by the facts ", were omitted.

In its final form, the second paragraph read as follows :

"It asserts that it is possible for countries with a different economic and social
structure to exist side by side. It is emphatically of the opinion that, in economic
relations, States must be guided solely by the necessities of economic life, and not by
any considerations explicitly derived from differences of political and social systems. 

THIRD PARAGRAPH.

At the request of M. BERNIS (Spain), the first sub-paragraph was modified as follows:

" Having regard to the different interpretations given to the actual terms of the
draft pact and the difficulty of defining within the framework of the pact, aggression,
discrimination, etc. ".

M. BERNIS proposed the insertion in the second sub-paragraph of a time reference in
order to guard against the possibility of a change in international relations. He suggested
the addition of the words " at the present time" or " in the present state of affairs ".

IVI. SOKOLNIKOV (Union of Soviet Socialist Republics) considered that these expressions
were vague and added nothing to the general implications of the sentence.

The CHAIRMAN shared this view and said that he preferred the present text, which
stated an indisputable fact.

The maintenance of the present text was adopted by thirteen votes to one.

THIRD SUB-PARAGRAPH.

Adopted without discussion.

FOURTH SUB-PARAGRAPH.

Adopted, with the following modifications. After the words " for European union"
were added " next January ". The words " the Governments may by that time have sent"
were replaced by the words "the Governments are requested to send ".

The CHAIRMAN declared that the report, as amended, and the general conclusions and
the amendments thereto, were unanimously approved, except that one delegation had
voted against one sub-paragraph of the conclusions.

M. SOKOLNIKOV (Union of Soviet Socialist Republics) announced that the Soviet
delegation could not vote in favour of the first three sub-paragraphs in the third paragraph
of the conclusions. Subject to this one reservation, his delegation would vote with the rest
of the Committee.

10. Date of the Committee's Next Session.

Following an exchange of views, it was decided to leave the President and the Secretariat
free to fix in due course the date of the Committee's next session, which would take place
in the interval between the session of the Economic Committee and that of the Committee
of Enquiry for European Union.
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ANNEX 1.

SUMMARY OF THE QUESTIONS PUT AT THE MEETINGS OF

NOVEMIBER 2ND, 1931.

(Drawn up by the Secretariat in the light of the discussion.)

I. GENERAL QUESTIONS.

1. How is it possible to establish the text of a convention between States having

political and economic systems as different as those of the Union of Soviet Socialist Republics

and the other European countries, and a text which, given these differences, will take

equitable account of them and not give rise to any misunderstandings ?

2. How can the idea of non-discrimination be reconciled with the maintenance of a

State monopoly of foreign trade ?

3. How can the initiators of the pact reconcile the continued execution of a plan of

forced exportation, without any economic notion of cost price - the consequence of the

Five-Year Plan - with the idea of economic non-aggression ?

II. QUESTIONS RELATING TO THE ACTUAL SUBJECT OF THE DRAFT PACT.

1. In general:

What is meant by economic non-aggression ?

2. In particular:

(a) Have non-aggression and non-discrimination, as contemplated by the pact, the

same scope and the same meaning as the unconditional and unlimited most-favoured-nation
clause, or have they a wider sense ?

(b) Are not non-aggression and non-discrimination simply equivalent to the

abandonment of all import and export prohibitions (even measures which in form apply to

all countries but in fact affect only a few or only one) ?

(e) Is the boycotting of foreign goods an act of economic aggression ?

(d) Is the refusal to grant or to extend credits or other banking facilities an act of

economic aggression ?

III. QUESTIONS RELATING TO THE FIELD OF APPLICATION OF THE PROPOSED PACT.

1. Does the pact affect existing commercial treaties, and, if so, how ?

2. Should the principle of non-aggression be embodied in commercial treaties or

established in a separate treaty ?

(a) In the latter case, [should [it apply to all countries independently of

commercial treaties ?

(b) More particularly, would it oblige the States parties to the pact to grant one
another the benefit of conventional duties or the minimum tariff, even though they had

not concluded commercial treaties between themselves .

3. Does non-discrimination as contemplated in the draft refer to Customs duties

alone, or does it also extend to prohibitions, land, sea and air transport, transit, the awarding

of contracts, the treatment of foreigners and foreign companies, fiscal measures, etc. ?

4. Does the principle of non-discrimination formulated in the draft admit of

exceptions or provide special solutions for the following problems:

(a) Customary exceptions to the principle of the most-favoured-nation clause
(frontier traffic, Customs unions, regional and colonial clauses, etc.);
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(b) Quotas;

(c) Preferential duties;

(d) Similar products;

(e) Anti-dumping and compensating duties;
(f) Control of foreign exchange.

5. How and on what basis could a dividing-line be drawn between forms ofdiscrimination which are permitted and those which are not .

IV. QUESTIONS RELATING TO ADDITIONS TO BE MADE TO THE DRAFT.

1. What would be the duration of the pact ?

2. What would be the procedure in the case of disputes arising out of the interpretationand application of the pact ?




