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o1.

PRESENT POSITION AS REGARDS INTERNATIONAL ENGAGEMENTS
DEPOSITED WITH THE SECRETARIAT OR CONNECTED WITH THE
WORK OF THE LEAGUE OF NATIONS.

A complete list of signatures and ratifications of and accessions to international
engagements deposited with the Secretariat or connected with the work of the League of
Nations has been prepared and will be distributed (document A.6 (a)TAnnex).

2.

LEGAL QUESTIONS.

I. WORK OF THE COMMITTEE ON THE COMPOSITION OF THE COUNCIL.

The Committee on the Composition of the Council met at Geneva from May 10th to
May 17th, 1926 [cf. Report on the Work of the Council (document A. 6. 1926, 'p. 40)].
A provisional report of the Committee and the Minutes of its first session were placed
before the Council at its ordinary session held in June 1926.

The representative of Japan submitted on June 10th, 1926, a report to the"Council on the
subject.

He proposed to take note of the report, of the Minutes and of the annexes, to thank the
Committee for the work it had accomplished, and to ask the Secretary-General to communicate
the above-mentioned documents to all the States Members of the League for their information.

The Council considered the Japanese representative's report and adopted it. Consequently
the provisional report of the Committee, the Minutes of the first session with the annexes
and an extract of the Minutes of the fourth and fifth meetings of the fortieth session of the
Council were communicated to the States Members of the League (cf. document C.299.M.139.
1926. V).

It should be noted that the Committee, at its first session, had fixed June 28th, 1926, as
the date for its second session. It had, however, considered the possibility of meeting at a
later date.

The Council did not take any decision on this subject at its meeting of June 10th, 1926.
At the suggestion of the Rapporteur, the Japanese representative, it authorised its acting

mittee, the second session of the Committee. In conformity with this decision, the session
which had been fixed for June 28th was postponed and the Committee was convened for
August 30th, 1926, at Geneva.

II. CONFERENCE OF THE STATES SIGNATORIES OF THE PROTOCOL OF
SIGNATURE OF THE STATUTE OF THE PERMANENT COURT OF
INTERNATIONAL JUSTICE.

(See Report to the Seventh Assembly on the Work of the Council, page 7.)

The above Conference was due to meet at Geneva on September 1st, and a large number
of signatory States had formally notified their intention of being represented. The Govern-
ment of the United States of America had informed the Secretary-General that it did not find
it possible to send a delegation to the Conference.



III. AMENDMENT TO THE COVENANT OF THE LEAGUE.

The deposit with the Secretariat of the instrument of ratification by Spain of the amend-
ment to Article 4 of the Covenant adopted by the second Assembly of the League of Nations,
which took place on July 29th, 1926, has determined the coming into force of the amendment,
the latter having been ratified, in accordance with Article 26 of the Covenant, by the Members
of the League whose representatives compose the Council and by a majority of the Members
of the League whose representatives compose the Assembly.

The following is the text of Article 4 of the Covenant as amended:

" The Council shall consist of Representatives of the Principal Allied and Asso-
ciated Powers, together with Representatives of four other Members of the League.
These four Members of the League shall be selected by the Assembly from time to
time in its discretion. Until the appointment of the Representatives of the four Members
of the League first selected by the Assembly, Representatives of Belgium, Brazil,
Spain and Greece shall be members of the Council.

" With the approval of the majority of the Assembly, the Council may name
additional Members of the League whose Representatives shall always be members
of the Council ; the Council with like approval may increase the number of Members
of the League -to be selected by the Assembly for representation on the Council.

" The Assembly shall fix by a two-thirds majority the rules dealing with the election
of the non-permanent Members of the Council, and particularly such regulations as relate
to their term of office and the conditions of re-eligibility.

" The Council shall meet from time to time as occasion may require, and at least
once a year, at the Seat of the League, or at such other place as may be decided upon.

" The Council may deal at its meetings with any matter within the sphere of
action of the League or affecting the peace of the world.

" Any Member of the League not represented on the Council shall be invited to
send a Representative -to sit as a member at any meeting of the Council during the
consideration of matters specially affecting the interests of that Member of the League.

" At meetings of the Council, each Member of the League represented on the
Council shall have one vote, and may have not more than one Representative."

3.

FINANCIAL ADMINISTRATION OF THE LEAGUE,

1. FINANCIAL POSITION OF THE LEAGUE.

The financial position remains satisfactory owing to the regular payment of contribu-
tions by States Members. Over 50 per cent of the total amount of the contributions due
for the expenses of the League for 1926 has been received during the first seven months of
this year.

2. ACTION TAKEN BY THE COUNCIL AT ITS JUNE SESSION.

The Council, at its June session, decided not to submit any observations on the report
of the Supervisory Commission on the Accounts for 1925 and the Budget for 1927, reserving,
however, -the right of its representatives to make during the Assembly such proposals or
amendments as they may think desirable.

In conformity with -the decision taken by the sixth Assembly, the Secretary-General
submitted a report on the results of -the negotiations with certain States whose contributions
were in arrears. The Council decided that the report should be communicated to the Fourth
Committee of the Assembly, together with a statement showing the payments made by the
States in question before the meeting of the Assembly.

The Council also agreed to forward to the Assembly for favourable consideration the report
of the Supervisory Commission recommending that, as from 1926, the members of the mandates
Commission should, subject to certain conditions being fulfilled, receive a special allowance of
2,000 francs per annum.
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REDUCTION OF ARMAMENTS.

I. ARBITRATION, SECURITY AND THE PACIFIC SETTLEMENT OF
INTERNATIONAL DISPUTES.

The Council, at its meeting on June ioth, I926, adopted the following two reports prepared
by the special Committee which it had constituted:

(a) ARBITRATION AND SECURITY.

The sixth Assembly, after declaring that it regarded favourably the conclusion of arbitration
conventions and treaties of mutual security conceived in the spirit of the Covenant of the League
of Nations and in harmony with the principles of the Protocol (Arbitration, Security, Disarmament),
recommended that, after these conventions and treaties had been deposited with the League of
Nations, the Council should examine them in order to report to the seventh Assembly on the
progress in general security brought about by such agreements.

In order to enable us to report to the seventh Assembly, the Secretariat, under our instruc-
tions, prepared a systematic survey of the arbitration conventions and treaties of mutual security
deposited with the League of Nations.

This survey (Document C. 34. I926. V) comprises chapters on treaties of arbitration, treaties
of conciliation, treaties both of arbitration and conciliation, treaties of guarantee and mutual
security, and the Locarno Treaties. It is followed by the text of all these treaties.

The Council will see at once what a large number of treaties of conciliation, arbitration and
mutual security have been registered by the League.

Under the head of "Arbitration Treaties", the Secretariat survey gives:
i7 which had been concluded before the war and have been prolonged since the year

I920 in virtue of fresh agreements between the parties. The characteristic feature
of these treaties is that they establish arbitration between the contracting parties
in respect of a limited number of disputes;

5 subsequent to that date which provide for compulsory arbitration between the con-
tracting parties in respect of all disputes of whatever nature;

5 which are special arbitration conventions dealing with particular questions.
The group of " Conciliation Treaties " comprises:

12 treaties, including the Treaty for the Pacific Settlement of Disputes between
American States, signed at Santiago de Chile on May 3rd, I923.

The group of " Combined Arbitration and Conciliation Treaties " comprises:
5 treaties and conventions.

The group of "Treaties of Guarantee " comprises:
17 treaties.

The " Locarno " group:
4 treaties.

Finally, an Appendix to the Secretariat's survey contains:
2 treaties which were registered after the survey had been compiled and would in the

ordinary course have been included in it.
Apart from similar pre-war agreements which have not required renewal since 1920 and

have consequently not been registered with the League *, though they are still in force, we have:
7I treaties registered, all aiming at the pacific settlement of international disputes.

The Council is happy to note this striking evidence of the spirit of conciliation which now
reigns in international relations.

Without doubt, the most complete success achieved by this spirit of conciliation in recent
times is the Locarno group of treaties.

* To this survey should be added the .following Conventions which have since been registered by the Secretariat:
Conciliation Convention between Esthonia and Sweden signed at Reval on May 29th, 1925.
Conciliation and Arbitration Treaty between Sweden and Czechoslovakia signed at Prague on January

2nd, I926.
Conciliation and Arbitration Treaty between Poland and Czechoslovakia signed att Warsaw on April 23rd,

1926.
Convention between Finland and Sweden for the Pacific Settlement of Disputes, with the Protocol of

Signature, signed at Helsingfors on January 29gth, 1926 1
1 Since this report was adopted, the following Treaties have been registered:

Agreement between the United States and Portugal, further renewing the Arbitration Convention of April 6th, 1g08.
Conciliation and Arbitration Treaty between Poland and Switzerland signed at Berne on March 7th, 1925.
Conciliation Treaty between Norway and Switzerland, signed at Oslo on August zIst, I925.
Convention between Denmark and Swedeil for the Pacific Settlement of Disputes, with Protocol of Signature, signed at Stockholm on

January I4th, 1926.
Conciliation and Arbitration Treaty between Austria and Czechoslovakia, signed at Vienna on March 5th, I926.
Convention between Denmark and Finland for the Pacific Settlement of Disputes, with Protocol of Signature, signed at Helsinki

(Helsingfors), January 30th, I926.
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The Final Protocol of the Locarno Conference contains the following paragraph:

"The representatives of the Governments represented here declare their firm conviction
that the entry into force of these Treaties and Conventions will contribute greatly to bring
about a moral relaxation of the tension between nations, that it will help powerfully towards
the solution of many political and economic problems in accordance with the interests and
sentiments of peoples, and that, in strengthening peace and security in Europe, it will hasten
on effectively the disarmament provided for in Article 8 of the Covenant of the League of
Nations. "

On the occasion of the deposit of the Locarno Treaties with the League of Nations, the
Members of the Council spoke as follows:

Sir Austen CHAMBERLAIN (representative of the British Empire):

" In handing these documents to the Secretary-General, as the representative of the Council,
and placing them in the custody of the League, I venture to say that the Powers immediately
concerned have entered on a new phase of their mutual relations; that, carefully avoiding any-
thing in the nature of provocation or offence to others, they have by mutual agreement guaranteed
peace between themselves; that they have thus helped to stabilise the peace of the world and give
rest and confidence to our nations; and that, in placing these documents under the guardianship
of the League and attributing to the League all the authority which is therein specified, not less
than by the agreement come to between Germany and the other nations that, as part of those
agreements, Germany should enter the League of Nations, we have made a contribution which I
trust will be acceptable to the League towards the support and increase of its authority and
strength. "

M. PAUL-BONCOUR (representative of France):

" The French Prime Minister, aware that the Treaties of Locarno were to be deposited this
morning (December I4th, 1925) in the archives and under the protection of the League of Nations,
has sent me the following telegram, which he has asked me to read to you:

" 'At the moment when the treaties which were drawn up at Locarno are being deposited
in the archives of the League of Nations, I desire to associate myself from where I am now
retained by the imperious duties of my office with the feelings which Sir Austen Chamberlain
will express with his full authority. France is proud to have put her signature at the foot
of these Acts, which record her desire to maintain peace. She sees in the ever-growing autho-
rity of the League of Nations and in the enlightened and vigilant action of its Council the
best guarantee against war. This work of peace-making performed by the League of Nations,
among the Members of which we hope soon to welcome Germany, can but be facilitated and
strengthened by the conclusion of the Treaties of Locarno. These treaties, which are inspired
by the provisions and directing principles of the Covenant, are designed to be the beginning,
between the States which have signed them, of normal relations based on an equal desire to
achieve conciliation within the limits of the treaties and of the rights of each party. "

M. HYMANS (representative of Belgium):

" These treaties are closely connected with the League of Nations, with the spirit which
inspires and with the Covenant which directs its actions. I am convinced, as has been pointed
out with so much authority and truth, that these treaties will strengthen the League of Nations,
will develop the part it plays as a peace-maker and will enable it in the future to devote itself
more and more widely to the mission entrusted to it by its authors. "

M. BENES (representative of Czechoslovakia):

"The agreements of Locarno concern areas which were specially affected during the last
war. If peace and security are assured in these areas, those who negotiated the treaties are by
this fact entitled once more to our gratitude.

" In my opinion, the conclusion of these agreements means a new phase in the politics of
post-war Europe. Further, the importance of this event is still more increased by the entry of
Germany, which will mark a new stage in the work of the League of Nations."

M. QUINONES DE LE6N (representative of Spain):

" Sir Austen Chamberlain has just reminded the Council of the decisions of the Assembly.
I should like to inform the Council on this solemn occasion that Spain, which has always supported
the principle of arbitration, is negotiating at the moment with several Powers agreements similar
to those of Locarno and inspired by their provisions. "

Viscount IsHI (representative of Japan):

" I explained to my colleagues that my Government was especially gratified to learn of the
conclusion of the Treaties and Conventions of Locarno, since it had expressed through me, as far
back as the beginning of September last, its sincere desire and hope for the early conclusion of
the Treaty of Security then in question and for the eventual conclusion of similar conventions in
other parts of the world. To-day the hope of my Government is realised - a most happy event
in the interest of the peace of the world. "

M. UNDEN (representative of Sweden):

" We cannot yet perfectly appreciate the importance of these agreements, but I have no
doubt that the hopes which we have all placed in this work of peace and confidence will be realised. "
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M. GUANI (representative of Uruguay):

" In the name of my Government, allow me at this moment to express profound gratitude
for the efforts made by the distinguished men who have co-operated in this work. It will not
only secure peace for Europe but also, as I have just said, confidence and security for the
whole world."

M. DE MELLO-FRANCO (representative of Brazil):

" Allow me to express the hope that the system of guarantees which is the basis of the
Locarno Agreements may be developed little by little and bear, in the near future, fruit from which
the whole world can benefit."

M. SCIALOJA (representative of Italy, Acting President of the Council):

"We have e established at Locarno (and I am happy to remind you of my modest presence
at that conference) a system of treaties inspired by a new spirit which has been justly called the
spirit of Locarno, the spirit of real peace which strives to eliminate all causes of war.

" As a lawyer, allow me to emphasise the legal side of these treaties. The great difficulty
met with in seeking to achieve a friendly settlement of international disputes consists in distin-
guishing between purely legal cases and cases of a political character, which present far greater
difficulties for peaceful settlement because the ordinary means to which recourse is had, such as
arbitration or the Permanent Court of International Justice at The Hague, are insufficient to
settle questions which are not of a purely legal kind."

At the signature of the Locarno Treaties in Lodon, M. SKRZYNSKI said:

" We find in these agreements initialled at Locarno and signed in London a harmonious work,
a juridical system, as well as a powerful guarantee for peace in Europe. We hope that these
agreements signed to-day will be maintained in the spirit and in the letter."

Dr. LUTHER, Chancellor of the Reich, in a speech before the Reichstag on November 23rd,
I925, said:

"I can only interpret the result of the Locarno negotiations as the manifestation of real
progress in the strengthening of the forces which work for peace in Europe...

" The Locarno Treaties have not yet come into force, as Article Io of the Treaty of Mutual
Guarantee included among them stipulates that they shall come into force as soon as all the
ratifications have been deposited and Germany has become a Member of the League of Nations."

The Council notes with satisfaction the unanimous tenor of the official declarations made
by the Members of the Council and the States rpresented at the Locarno Conference regarding
the obvious progress in general security which has been brought about by those Treaties.

The Council shares the view, several times expressed at the sixth Assembly, that the conclu-
sion of such agreements would be calculated to develop a sense of security.

(b) PACIFIC SETTLEMENT OF INTERNATIONAL DISPUTES.

An Assembly resolution requests the Council to submit to careful examination the proposals,
declarations and suggestions made at the Assembly and the Council with a view to the pacific
settlement of international disputes, and to report to the seventh Assembly upon the progress
which can be made in this matter.

Under instructions from the Council, the Secretariat has prepared the material for this
enquiry in the form of a document (C. 33. 1926. V) consisting of an introductory note and a series
of extracts from the Minutes of the sessions of the Council and Assembly, reproducing the propo-
sals, declarations and suggestions concerning the pacific settlement of international disputes in
the actual form in which they were made by their authors.

The general impression given by these proposals, declarations and suggestions is that the
movement for the pacific settlement of international disputes, which has undoubtedly started
in the public opinion of all civilised nations, has acquired an ever-increasing force and can already
be regarded as part of the practical policy which a number of States are in a position to adopt.

Although all these proposals, declarations and suggestions collected by the Secretariat were
made in the course of the debates on the Protocol of 1924, it is quite clear that their authors do
not wish to confine themselves to the field covered by the Protocol or to the general ideas on which
it is based. In other words, the movement for the pacific settlement of international disputes
goes beyond the scope of the Protocol and may be said to be independent of it. The Protocol
itself is only one of the lines which this movement might follow in the future.

In these proposals, declarations and suggestions a certain number of tendencies can be
observed:

I. The first is towards the development of methods of conciliation. This method of concilia-
tion is regarded from two points of view - as a preliminary stage, coming before arbitration and
judicial settlement in the case of disputes which could ordinarily be settled by those methods
if conciliation failed, or as a subsidiary method of settlement for disputes which are not submitted



to judicial settlement. The tendency towards the development of conciliation takes two different
forms:

(a) The consideration of the problem of conciliation as a whole, that is to say, from the
standpoint of a general convention for the avoidance and, if possible, the settlement of
international disputes by the system of conciliation. This tendency appears in the proposal
to consider the possibility of improving the model conciliation convention drafted by the
third Assembly (proposal of the Japanese delegation).

(b) The discussion of the desirability of establishing special conciliation committees
- for example, for the affairs of Eastern Europe, for Eastern affairs, for American affairs -
which would be in the nature of advisory committees to advise the Council when necessary.

2. A tendency to reaffirm, on the morrow of the failure of the Protocol, the principle of
compulsory arbitration. In the words of the First Committee's report, the intention is "to empha-
sise... that development of the principle of compulsory arbitration was desirable in itself and
realisable in abstraction from other questions ", since this principle is calculated to give the inter-
national world that sense of moral security which might eventually enable any machinery of sanc-
tions, other than the sanctions provided by the Covenant, to be dispensed with.

Here we may trace two separate ideas:

(a) The first proclaims the utility of the principle of compulsory arbitration as a general
measure. This is the view underlying the Swedish draft resolution whereby the Assembly
was asked to submit for re-examination to a committee of experts the provisions concerning
compulsory arbitration contained in the I924 Protocol in order to facilitate the acceptance
by all Powers of the principle of compulsory arbitration for the settlement of international
disputes.

(b) According to the second idea, as circumstances are not very favourable to the general
adoption of the principle of compulsory arbitration, such arbitration might, if local condi-
tions are favourable, be adopted at once by groups of Powers, thereby creating arbitration
zones which it is hoped would gradually extend.

In connection with these ideas may be mentioned the observation of the Belgian delegation
at the Assembly which linked conciliation and arbitration with the guarantees derived from the
Covenant, which can be assured at the present time to any State that scrupulously observes its
international obligations. At the Assembly, the Belgian delegation drew the attention of the
States Members of the League to the desirability, from the point of view of their security, of conclud-
ing special conventions for arbitration or for the judicial settlement of disputes, and pointed
out, through its delegate, M. Rolin, that, " in the event of two Members of the League of Nations
which are parties to a dispute deciding to have recourse to arbitration or judicial settlement,
Article 13 of the Covenant provides that 'in the event of any failure to carry out such an award
the Council shall propose what steps shall be taken to give effect thereto ', and the sanctions of
Article I6 apply to any Member of the League which, in violation of the undertakings contained
in Article 13, has recourse to war against another Member which complies with the award given."

II.

3. At the deposit of the Locarno Agreements in the archives of the League of Nations, a
number of declarations were made in the Council. The Locarno Agreements may be said to con-
tain, in varying degrees, all the ideas set forth above, with the addition, in certain well-known
cases, of the idea of military guarantees or sanctions, which was also embodied in the Treaty
of Mutual Guarantee of I923 and in the Protocol of I924. Under the Locarno Treaties, as under
those two earlier instruments, military intervention on behalf of the State attacked takes place
under the strictest international guarantees, but at the same time the sovereignty of the guarantor
States is scrupulously respected. On several occasions at the sixth Assembly, the adoption of
agreements on the same general lines as the Treaty of Locarno were recommended for other zones
of insecurity. Many speakers emphasised the possibility of achieving the universal solution at
which the Protocol had aimed, through this more modest system of local solutions, which might
gradually cover the entire international situation, e.g. the declaration of M. Titulesco.

4. It should, however, be made clear that the immediate and complete solution which the
authors of the Protocol had proposed was not abandoned by the sixth Assembly, and that while,
for reasons of political expediency, the supporters of the Protocol associated themselves with other
solutions, which were for the time being more in favour, they were careful to state that they
remained faithful to their original idea and believed that sooner or later it would be realised.

5. Finally, side by side with the proposals made for the pacific settlement of international
disputes, mention should be made of the views expressed as to the causes of these disputes, so
that, in the striking words of M. Scialoja, "law, no longer confined to the external form of inter-
national relations, may better regulate these relations themselves ". It is difficult to draw a line
between the moment when a dispute could be settled and the moment when it could be avoided.
In 1924, when the Protocol was under discussion, M. Jouhaux, of the French delegation, called
the Assembly's attention to the economic causes of international disputes and the necessity of
coping with them by means of an international organisation. This idea has been expressed on
several occasions by the Italian delegation at the Assemblies of I924 and I925. It reappears
in I925 in a speech by Dr. Caballero, delegate of Paraguay, and obviously exercised a strong
influence on the decisions of the sixth Assembly upon the French proposal for the convening of an
Economic Conference.
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III.
Such in general are the ideas discussed at the sixth Assembly and at the subsequent sessions

of the Council in connection with the pacific settlement of international disputes. The sixth
Assembly asks for a report to the seventh Assembly " upon the progress which can be made in this
matter ". It is not, of course, proposed to make a theoretical study of the advantages and dis-
advantages of all these ideas, but to give some indication of the immediate possibilities of pro-
gress in the pacific settlement of international disputes.

In the opinion of the Council - as appears from another report which it is submitting to the
Assembly on conciliation and arbitration treaties - the movement for the pacific settlement of
international disputes is daily spreading in international politics. This is no mere movement of
ideas; it can be seen in actual facts, for it is producing an increasing number of conciliation and
arbitration agreements. The Council sees no advantage in laying down too definite rules for the
form in which this tendency is to find expression in the many different and complicated situations
to which international political life gives rise. The Council would merely record that this
movement, already so vigorous in the case of special agreements, is a sure sign of the good
will of the different States to establish peace on a solid footing. Such agreements concluded
within the framework of the Covenant of the League constitute perhaps the best solution that
can be found in the present circumstances. We may express the hope that their development
will help to bring about the general solution which the Assembly has so often endeavoured to
find. In any event, the conclusion of such special agreements, far from being an obstacle to
such a general solution, can do nothing but assist it.

II. PREPARATORY WORK FOR THE DISARMAMENT CONFERENCE.

REPORT OF THE PREPARATORY COMMISSION FOR THE DISARMAMENT CONFERENCE
ON THE WORK OF ITS FIRST SESSION (GENEVA, MAY I8th TO 26th, 1926).

The Preparatory Commission for the Disarmament Conference transmitted to the Council
the following report:

The Preparatory Commission convened by resolution of the Council dated March I8th, 1926,
met at Geneva from May I8th-26th, 1926. It elected as Chairman H. E. Jonkheer J. LOUDON
and, as Vice-Chairmen, M. COBIAN and M. BUERO, delegates of Spain and Uruguay respectively,

From the outset the Preparatory Commission realised that the study of the questions sub-
mitted to it by the Council would be facilitated by the constitution of two special Sub-Commissions
composed of persons directly attached to the delegations forming part of the Preparatory Com-
mission and consequently representing the opinion of their respective Governments. The Pre-
paratory Commission intended to entrust one of these Sub-Commissions with the study of the
military, naval and air aspects of the questions under consideration, while the other would devote
its attention to the non-military aspect of these questions.

Presided over by the two Vice-Chairmen of the Commission itself, these two Sub-Commissions,
which would thus be in close touch with the Commission, would be in a position to observe faith-
fully the principles laid down for their guidance by the latter.

The Sub-Commission entrusted with the study of non-military questions has been authorised
by the Preparatory Commission to ascertain the opinion of the organisations or persons it may
judge advisable to consult on these questions, and particularly that of the Joint Commission
set up by resolution of the Council. The Military, Naval and Air Sub-Commission has identically
the same composition as the Permanent Advisory Commission as enlarged by the decision of the
Council. The system thus set up by the Preparatory Commission therefore follows the main
outlines of the organisation established by the Council.

The Preparatory Commission does not doubt that the Council will see fit to endorse its deci-
sions, in which it has been guided by its desire to do all in its power to ensure the success of the
task entrusted to it.

On the proposal of the French delegation, the Preparatory Commission considers that the
task entrusted to it by the Council should be undertaken on the understanding that every Govern-
ment should have in view for the proposed Conference for the preparation of a disarmament
agreement, definite and quantitative proposals accompanied by reasons in support calculated
with reference to the degree of security existing at the date when the Conference meets.

2.

A. The Commission refers to its Technical Sub-Commissions the points stated below in order
that it may be informed on the technical aspect of the questions submitted to it by the Council.
The Commission is alone competent to deal with the political aspects of these questions in the same
way that it has sole responsibility for the final answers to be given to the questions.

The Chairman and the Vice-Chairmen may take the necessary steps to co-ordinate the work
of the two Sub-Commissions and to enable each to consult the other on any particular point.



Question i.
What is to be understood by the expression "arma-

ments " ?

(a) Definition of the various factors - military,
economic, geographical, etc. - upon which the
power of a country in time of war depends.

(b) Definition and special characteristics of the va-
rious factors which constitute the armaments of
a country in time of peace; the different categories
of armaments - military, naval and air - the
methods of recruiting, training, organisations
capable of immediate military employment, etc.

The Commission refers Question No. I to Sub-Commission A.

Question II (a).

Is it practicable to limit the ultimate war strength
of a country, or must any measures of disarma-
ment be confined to the peace strength ?

With regard to Question II (a), the Commission is of opinion that it would not be practicable
at the present time to limit the ultimate war strength of a country. On the other hand, it affirms
that it is possible to limit the land, sea and air forces permanently maintained in peace-time by
the various countries or capable of immediate use without preliminary mobilisation measures.
This principle is in any case without prejudice to the conditions of such limitation as determined
by an examination of the remaining questions, notably Question V.

The Commission refers to Sub-Commission A the definition of the forces mentioned in the pre-
ceding paragraph and the study of the possibility of a wider limitation than that referred to above.

Question II (b).
What is to be understood by the expression "reduc-

tion and limitation of armaments " ?
The various forms which reduction or limitation may

take in the case of land, sea and air forces: the
relative advantages or disadvantages of each of
the different forms or methods: for example, the
reduction of the larger peace-time units or of
their establishment and their euipment, or of
any immediately mobilisable forces: the reduction
of the length of active service, the reduction of
the quantity of military equipment, the reduction
of expenditure on national defence, etc.

Question III.
By what standards is it possible to measure the

armaments of one country against the armaments
o. another, e.g., numbers, period of service, equip-
ment, expenditure, etc.?

The Commission refers to Sub-Commission A the two following questions for its opinion:

(a) What are the standards by which it is possible to measure the (a) military, (b) naval,
(c) air armaments of one country against the corresponding armaments of another country?

(b) What are the methods by which the reduction and limitation of (a) military, (b) naval, (c) air
armaments can be effected, and what are the comparative advantages and disadvantages
of each?

Note. - The following methods, amongst others, have been suggested: the reduc-
tion of the larger peace-time units or of their establishment and their equipment, or
of any immediately mobilisable forces; the reduction of the length of active service; the
reduction of munitions of war.

It has also been suggested that a limitation of armed forces might be effected by the
reduction or limitation of expenditure on national defence.

The Commission wishes to have the opinion of the two Sub-Commissions on this last subject
and on the conditions in which the above method might be applied, should they consider that it
is practicable.

Question I V.
Can there be said to be 'offensive " and "defensive "

armaments ?
Is there any method of ascertaining whether a certain

force is organised for purely defensive purposes
(no matter what use may be made of it in time
of war), or whether, on the contrary, it is estab-
lished for the purposes in a spirit of aggression ?

The Commission refers to Sub-Commission A the following questions:
Are there any armaments (and, if so, what) which are only capable of being used for the

defence of a State's territory ?
Is there any method of ascertaining whether a certain force is organised for purely

defensive purposes (no matter what use may be made of it in time of war), or whether, on
the contrary, it is established in a spirit of aggression ?



Question V (a).
On what principle will it be possible to draw up a

scale of armaments permissible to the various
countries, taking into account particularly:

I. Population;
2. Resources;
3. Geographical situation;
4. Length and nature of maritime communi-

cations ;
5 Density and character of the railways;
6. Vulnerability of the frontiers and of the

important vital centres near the frontiers;
7. The time required, varying with different

States, to transform peace armaments
into war armaments?

As the armaments to be maintained in each country cannot be determined on the basis of
mathematical considerations alone, the Commission, in order to allow of a profitable examination
of the basis on which the reduction and limitation of armaments is possible, requests the two
Sub-Commissions to investigate how far armaments in general are affected by factors I, 2, 3,
4, 5 and 7 enumerated in Question V (a) and refers factor 6 to Sub-Commission A.

Question VI.

(a) Is there any device by which civil and military
aircraft can be distinguished for purposes of
disarmament ? If thisis not practicable, how can
the value of civil aircraft be computed in estimat-
ing the air strength of any country ?

(b) Is it possible or desirable to apply the conclusions
arrived at in (a) above to parts of aircraft and
aircraft engines ?

(c) Is it possible to attach military value to commer-
cial fleets in estimating the naval armaments of
a country ?

The Commission refers Question VI to Sub-Commission A for its opinion.

Question VII.
Admitting that disarmament depends on security, to

what extent is regional disarmament possible in
return for regional security ? Or is any scheme
of disarmament impracticable unless it is general ?
If regional disarmament is practicable, would it
promote or lead up to general disarmament ?

The Commission asks Technical Sub-Commissions A and B to consider whether regional
military, naval and air disarmament can be regarded as an important step towards general
disarmament, and, should general disarmament not prove immediately practicable, what regions
could be considered separately, from the point of view of the limitation of armaments.

Sub-Commissions A and B are requested to consider what factors the term "region " should
connote from the point of view of security and from the point of view of disarmament.

B. The Commission has examined the attached proposal submitted by the Belgian delegate.

Without expressing a definite opinion regarding the measures suggested in this proposal
concerning which certain delegations have reserved their decision, the Commission has decided
to refer this matter to the Technical Sub-Commissions, on the understanding that such reference
does not prejudice the question in any way, either as regards the practicability of these measures
or as regards any subsequent decision which the Preparatory Commission itself may take when
it comes to examine the question from the general and political point of view.

The delegate of Italy reiterated his opinion that supervision would be ineffective and was
inadmissible, and asked to have his view placed on record.

Proposal.
"The last paragraph of Article 8 of the Covenant of the League stipulates that'the

Members of the League undertake to interchange full and frank information as to the scale
ofm the condition of such
of their industries as are adaptable to warlike purposes '.

"With a view to organising this exchange of information, Sub-Commission A has been
requested to consider the advantages and disadvantages from the military point of view of
the various methods which might be employed and in particular:

"(a) The organisation at Geneva of a permanent service for the collection of information
received from the different Governments;

"(b) The conclusion of an international convention making it compulsory to publish
all inventions which can be used in chemical or bacteriological warfare and in
general all forms of warfare which are condemned by the opinion of the civilised
world.
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"Sub-Commission A is requested to investigate what would be the consequences from
the military point of view of inserting in the Convention relative to disarmament, or in that
regarding the prohibition of certain forms of warfare, of provisions similar to those contained
in the statute of the International Labour Office (Articles 4II to 420 of the Treaty of
Versailles).

"Sub-Commission B is requested to ascertain the consequences of such insertion from the
economic point of view.

"Sub-Commission A is requested to consider to what extent the experience acquired
regarding the supervision of disarmament points to the possibility from the military point
of view of general supervision.

"Sub-Commission B is requested to state if such supervision offers any difficulties from
the economic point of view and, if so, what difficulties ?"

C. On the proposal of the delegate of the British Empire, the Commission decided to refer
to the competent Sub-Commissions the questions defined below without prejudice to any Con-
vention or Rule of International Law on the subject:

To Sub-Commissions A and B.

i. (a) Can factories normally and legitimately employed for chenmical purposes, including
dyeworks, be quickly adapted to manufacture poison gases ?

(b) If the answer to the above is in the affirmative, how long would it take to effect
the change ?

(c) Can any proposals be made to prevent or hinder chemical factories from being used
for the production of poisonous gases ?

To Sub-Commission A.

2. (a) What are the means which would probably be employed for spreading gas and what
would be the apparatus required?

(b) How long would it take to manufacture this apparatus, and how long would it take
to superimpose this apparatus on the normal equipment of an aeroplane ?

(c) Would the length of time referred to immediately above vary in the case of military
or civilian aircraft ?

3. (a) What is the information in existence as to the effect of the'distribution of poisonous
gas over closely populated districts ?

(b) Have any experiments been carried out on this subject ?

(c) Apart from the difficulty of equipping the entire population of a city with gas masks,
are there any gases known against which a gas mask affords no protection ?

Sub-Commission A is invited to consider what effective sanctions can be proposed for
the enforcement of the international undertaking not to employ poison gas or bacteria in
warfare.

3.
h. Questions V (a) 8 and V (b).

V(a) 8. (On what principle will it be possible to draw
up a scale of armaments permissible to the
various countries, particularly as regards . .)
the degree of security which, in the event of
aggression, a State could receive under the
provisions of the Covenant or of separate
engagements contracted towards that State?

V (b). Can the reduction of armaments be promoted
by examining possible means for ensuring that
the mutual assistance, economic and military,
contemplated in Article I6 of the Covenant
shall be brought quickly into operation as
soon as an act of aggression has been com-
mitted ?

The following very important proposal has been laid before the Commission by the French
delegation:

Proposal.

"With reference to Question V (a) 8 and V (b), the Commission considers that, in order
that a State should be able to calculate to what extent it can consent to the reduction
or limitation of its armaments, it is essential to determine what method and what machinery
are best calculated to give help to that State when attacked.
"The Commission therefore proposes to suggest to the Council:
"I. That methods or regulations should be investigated which would:

"(a) Facilitate the meeting of the Council at very brief notice in case of war or threat
of war;

"(b) Enable the Council to take such decisions as may be necessary to enforce the obliga-
tions of the Covenant as expeditiously as possible.
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"2. That the Permanent Advisory Commission should be instructed:
"(a) To define the measures necessary to comply with paragraph (a), No. 8;
"(b) To investigate the procedure which would allow of the rapid drafting of recommen-

dations regarding the military assistance provided for in the second paragraph of
Article i6 of the Covenant, when the Council shall have decided to make such recom-
mendations;

"(c) To investigate what measures should be taken in case of a conflict of which the
Council shall have been notified, and when the latter shall have taken a decision, in order
to prevent the development or preparation of hostilities, according to the precedent
of the Greco-Bulgarian dispute.

"3. That the Joint Commission should be instructed:
"(a) To investigate the question of the improvement of the telegraphic and the telephonic

communications of the different countries with the Secretariat of the League;
"(b) To study what measures would be most appropriate, when the Council shall have

so decided, to give most rapidly such economic and financial help as may be necessary
to a State which has been attacked;

'(c) To determine the composition and procedure of the Committees for the supply and
allocation of resources which the League might set up for that purpose."

It has been objected that the aim of the proposal was to define and elaborate the machinery
for carrying into effect the decisions taken by the Council of the League of Nations in virtue
of Article i6 of the Covenant, and that constructive proposals of this nature belonged rather
to the competence of the organs of the League of Nations than to that of the present Commission.

Without pronouncing any opinion on the validity of this objection, the Commission feels
that there are obvious inconveniences in asking a body comprising representatives of countries
not Members of the League of Nations to discuss new means of carrying out the provisions of an
instrument which they have not signed.

The Commission has accordingly decided to forward the French delegation's proposal to
the Council with a request that it should be immediately taken into consideration.

B. The Commission also decided to forward to the Council the following proposal of the Polish
delegation, which is closely related to that of the French delegation:

Proposal.

"The Commission suggests to the Council that it would be well to consider whether a
special organisation of regional assistance within the scope of the Covenant of the League
would be likely to give the organs of the League effective help in supplying the assistance
required and would thereby render the execution of the relevant articles of the Covenant
easier and more expeditious (study of the machinery, form and procedure of regional
assistance)."

C. The Commission has decided also to send to the Council the following proposal by the
delegation of Finland:

Proposal.

"The Commission proposes that the Council should undertake the examination of special
arrangements whereby a reduction of armaments agreed to by States unfavourably placed,
owing to geographical or other exceptional circumstances, might be compensated in order
to meet their requirements for security."

* *

The United States delegation stated that it was anxious to favour every effort made with
a view to disarmament, and that it therefore had no objection to certain proposals being discussed
in connection with the obligations entered into by the Members of the League of Nations; but it
naturally could not be bound in any way by such discussions in which it could not properly take
part. This observation refers, in particular, to certain phases of the proposals reproduced in
Nos. I, 2 B and 3 above.

* *

The German delegation stated that its exceptional position did not at present allow of its
being heard before the Council, and therefore desired to be in a position to submit an opinion
to the Council on the proposals which were referred to it in regard to Questions V (a) 8, V (b).

The suggested examination of the methods likely to bring rapid assistance to a country
attacked, should not, in the opinion of the delegation, be based on the present position of arma-
ments, which is only temporary. This examination should have as a starting-point a state of dis-
armament resulting from the Conference such that no country would be powerful enough to be
in a position to assert its strength against that of the League of Nations. The examination of
Questions V (a) 8 and V (b) could only give provisional results if it took as a starting-point the
present position of armaments (see Minutes of the Seventh Meeting of the Drafting Committee).
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The Council examined the above report at its meeting on June 10th, 1926, and adoptedthe report presented by M. Benes, which was in the following terms :
The Preparatory Commission for the Disarmament Conference has submitted to us a firstreport, dated May 1926, on the work of its First Session held at Geneva from May 18th to26th, 1926.
The report may be divided into three parts. The first part deals with certain questionsof procedure; the second describes the work of classification and analysis carried out by thePreparatory Commission to enable it to issue directions for the guidance of its technical Sub-Commissions; and the third concerns proposals submitted by the French, Polish and Finnishdelegations.
As regards the second part, I need not do more than emphasise the importance of thework done by the Preparatory Commission, and I am sure that the whole Council will join mein congratulating the Commission on the manner in which it has dealt with this first stage ofits work.
In regard to the questions of procedure mentioned in the first part of the report, theCommission tells us that it decided to form two special Sub-Commissions composed of personsdirectly attached to the delegations forming part of the Commission, and consequently express-ing the opinion of their respective Governments. I have no doubt that the Council will endorsethis decision, which, as the Preparatory Commission states in its report, was dictated by itsdesire to do all in its power to ensure the success of the task entrusted to it. The Preparatory

Commission had the excellent idea of keeping in close touch with its two Sub-Commissions byappointing its own two Vice-Chairmen to preside over them. Under the system thus estab-lished, Sub-Commission A, dealing with military, naval and air questions, performs the dutieswhich were proposed for the enlarged Permanent Advisory Commission. Sub-Commission Bworks in relation with the Joint Commission, to which it is empowered to refer questions foradvice, and has, indeed, already referred several. In order to ensure that close touch maybe kept with the Joint Commission, this Sub-Commission has thought it desirable that its ownChairman should attend the Joint Commission's meetings. The Council will doubtless agreewith me as to the desirability of the closest touch being kept; and accordingly, following thePreparatory Commission's example, I would suggest that the Chairman of Sub-CommissionB should also be Chairman of the Joint Commission.
With reference to the third group of questions in the Preparatory Commission's report'the Council will doubtless agree with the Commission that the French proposal which it refersto us is "very important ". The proposal includes a number of somewhat complicated ques-tions, some of which relate to facilities for the Council's meeting and work, and are thus more orless administrative in character, while others concern the most appropriate measures for prevent-ing hostilities and the provision of economic and financial help for a State which has beenattacked. The Polish and Finnish proposals are closely linked with the French proposal inseveral ways. With reference to the Finnish proposal, that Government has made a valuablecontribution in a memorandum regarding the arrangements to be made beforehand in orderto enable the Council to provide immediate financial assistance to any State which is the victimof aggression. In view of the difficulties inherent in these questions, and after consulting some ofmy colleagues, particularly the representative of the British Empire, I suggest that the French,Polish and Finnish proposals, as well as the Finnish memorandum, should be considered

at the next session of the Council.
I therefore propose the following resolutions:

" The Council notes the decisions reached by the Preparatory Commission forthe Disarmament Conference in regard to the organisation of its method of work, anddecides to appoint the Chairman of Sub-Commission B to be Chairman of the JointCommission attached to the Preparatory Commission. "
" The Council adjourns to its September session the consideration of the French,Polish and Finnish proposals forwarded by the Preparatory Commission, and alsoo. the Finnish Government's memorandum. " (See Annex below.)

Annex.

Letter from the Finnish Delegate to the Secretary-General.

Geneva, June 5th, 1926.[ Translation.]

I have the honour to hand to you a memorandum prepared by the Finnish delegation,which deals with the questions raised by the proposal which this delegation had the honourto make at the last session of the Preparatory Commission and which the latter has decidedto forward to the Council at the same time as the proposals presented by the French andPolish delegations [Document C. 301. 1926. IX. (C.P.D. 20), page 5].
The Finnish delegation considers that this memorandim makes clear the point of viewof the Finnish Government on at any rate one important aspect of the problems raised bythis group of questions and asks you therefore to forward this document to the Council, in orderthat the Council may consider it when it discusses the proposals of France, Poland and Finland.

(Signed) ERICH.



Memorandum by the Finnish Delegation on the Preparatory Commission for the
Disarmament Conference.

[Translation.]

The Finnish Government has repeatedly expressed its sincere approval of the endeavours
of the League of Nations to reduce the burden of armaments. At the same time, however,
it has deemed it necessary to underline the decisive importance of corresponding guarantees,
especially to States' which, for historical, geographical or other reasons, stand in need of security.
The efforts of the League to solve the problem of guarantees, e.g., the draft Treaty of
Mutual Assistance, the Geneva Protocol and, subsequently, the detailed programme of the
Preparatory Commission for the forthcoming Disarmament Conference have clearly proved to
what an extent the League is aware of the necessity of compensating by special means a reduction
of armaments and military expenditure.

In accordance with the aforesaid aims, the Finnish delegation made, at the ninth meeting
of the Preparatory Commission, May 26th, 1926, the following proposal:

"The Commission proposes that the Council should undertake the examination
of special arrangements whereby a reduction of armaments agreed to by States
unfavourably placed, owing to geographical or other exceptional circumstances, might
be compensated in order to meet their requirements for security."

The Commission adopted the proposal.
In this more or less general programme to the benefit of a certain number of small States,

there is one question to which the Finnish delegation wishes to draw special attention.
A certain number of small States, having practically no raw material for the production

of war supplies, and, furthermore, having consequently no war industry, must in peace-time
either

(a) Buy stocks of war material to meet all emergency needs ; or
(b) Keep large stocks of raw materials stored and, in addition, create an industry

capable of providing the army with sufficient supplies.

If a small State exposed to special danger has taken none of these precautions, it is bound,
when attacked, immediately to import from abroad the stocks necessary for a successful defence.
However, it goes without saying that such purchases surpass the financial capacity of perhaps
most of the small States Members of the League. Mobilisation, and other measures necessitated
by the various requirements of national defence, will more or less at once exhaust the financial
resources of the country. The additional supplies of war material required for the mobilised
forces of the country must therefore be purchased by means of foreign loans.

Experience, however, has proved in only too many cases that, even in ordinary circum-
stances, it is a very difficult task for small States rapidly to raise a loan in foreign countries;
how much more difficult will it be for them in time of war to place bonds in foreign banks. Most
likely foreign banks would prefer to wait till the general scheme of financial assistance to be
arranged by the League of Nations is made public.

This conflict between the vital interests of small States exposed to special danger and the
endeavours of the League to reduce the military expenditure of States Members of the League
must be settled by the League itself.

The Finnish delegation takes the liberty of making a few preliminary suggestions to that
effect.

It might be possible for the League to make arrangements beforehand which would enable
the Council to provide immediate financial assistance to any small State which was the victim
of aggression. If, for example, the Members of the League, or some of them, were prepared,
under certain conditions and within the limit of a maximum sum, to offer their guarantee in
different proportions, the Council would, when the emergency occurred, be able to arrange
for the issue of an immediate loan, of such amount as might be needed within the maximum.

The Finnish delegation mentions this as an example of one way in which arrangements
might be made for the Council to have financial means at its immediate disposal. There may
be others, perhaps preferable, but this delegation suggests that in one way or another it is most
desirable that arrangements should be made beforehand which would ensure that the Council
should have financial resources at its disposal upon, or immediately after, the occurrence of an
act of aggression. The Council could then arrange to place these resources, or such of them
as it might decide to be necessary, at the disposal of the State or States attacked, under such
conditions as it then thought appropriate, taking into account:

(a) The economic, financial and military capacity of the small States attacked to
defend themselves until the general assistance provided for in Article 16 of the
Covenant is forthcoming, and

(b) The corresponding resources of the aggressor.

The greater the disproportion between the small States and the aggressor the greater
should be the first instalment of the financial assistance to the victim of the aggression.

In view of the foregoing, the Finnish delegation has the honour to request the Council
of the League of Nations to undertake, through the competent organs of the League, a careful
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examination of the practical means by which small States in need of special security owing
to geographical or other exceptional circumstances could obtain sufficient guarantee as regards
immediate financial assistance to enable them, in the event of their becoming the victims of
an unprovoked aggression, to purchase war material and other supplies necessary for a success-
ful defence until, in accordance with Article 16 of the Covenant, general assistance by the League
is forthcoming.

The Finnish delegation is convinced that a number of small States Members of the League
would warmly welcome any opportunity to express their views on this matter.

*

As has been seen from the report of the Preparatory Commission, certain questions were
referred to technical Sub-Committees set up by this Commission.

Sub-Committee A.

Sub-Committee A, which was asked to study military, naval and air questions, held its
first session from May 28th to July 6th, 1926. It met again on August 2nd and is at present
in session.

Sub-Committee B,

Sub-Committee B, which was asked to examine non-military questions, met on May
26th, 1926. It decided to wait, before beginning the study of certain questions, until Sub-
Committee A had reported on the points which had been referred to it. It referred the following
questions to the Mixed Commission:

In connection with Questions II (b) and III:
Can the magnitude of the armaments of the various States be compared by

comparing their military expenditure, and, if so, what method should be followed ?

In connection with the Belgian delegate's proposal:
1. What would be the consequences, from the economic point of view, of inserting

in the Convention relative to disarmament, or in that regarding the prohibition of
certain forms of warfare, provisions similar to those contained in the Statute of the
International Labour Office (Articles 411-420 of the Treaty of Versailles) ?

2. Does the supervision of disarmament offer any difficulties from the economic
point of view, and, if so, what difficulties ?

In connection with the proposal of the delegate of the British Empire regarding chemical
warfare

1. (a) Can factories normally and legitimately employed for chemical purposes
including dyeworks, be quickly adapted to manufacture poison gases ?

(b) If the answer to the above is in the affirmative, how long would it take
to effect the change ?

(c) Can any proposals be made to prevent or hinder chemical factories from
being used for the production of poisonous gases ?

Mixed Commission.

The Mixed Commission met at Geneva from June 28th to July 1st, 1926. As regarded the
first and second questions, it instructed two Sub-Committees (No. 1 and No. 2) to submit
reports on the basis of the programmes which it had adopted.

It constituted a third Sub-Committee, which was asked to study questions relating to
chemical warfare. It decided that this Sub-Committee might be assisted by a body of experts
which the Sub-Committee would itself appoint, it being understood that it should necessarily
include a national of each of the following countries : France, Germany, Great Britain, Italy
and the United States. This Sub-Committee met at Geneva on August 18th and 19th, 1926,
and adopted two reports, which it has submitted to the Joint Commission.

III. PRIVATE MANUFACTURE OF ARMS AND AMMUNITION AND
OF IMPLEMENTS OF WAR.

The Committee of the Council met at Geneva on May 22nd, 1926, to examine the preliminary
draft Convention which the Committee of Enquiry had been asked to prepare pending the
reception of replies from the Governments to the questionnaire which had been sent to them
on January 9th, 1926.

As at that moment only a small number of replies had been received to this questionnaire,
the Committee of the Council did not think it was in a position to submit a final draft to the
Council. It accordingly proposed that the Council should refer to the Committee of Enquiry
the replies which might arrive, in order that the preliminary draft might be again examined by
the Committee of Enquiry in the light of these replies.

2
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The Council approved this procedure, and adopted on June 10th the following resolution:

"The Council adopts the proposal submitted to it by the Committee of the
Council, to the effect that the replies of the Governments to the questionnaire on the
private manufacture of arms and ammunition and of implements of war, sent to them
on January 9th, 1926, by the Secretary-General, should be referred to the Committee
of Enquiry of the Committee of the Council, in order that the latter may make any
alterations in the preliminary draft Convention which it considers advisable in the
light of these replies, and that the preliminary draft, thus amended, should be con-
sidered by the Committee of the Council at a future session with a view to making
a report to the Council.

"The Council draws the attention of the Governments to the importance it
attaches to the official opinions of Governments on this subject, which it regards
as the essential basis for drawing up an International Convention for the Control
of the Private Manufacture of Arms and Ammunition and of Implements of War, and
requests the Governments which have not already done so to communicate their
replies to this questionnaire to the Secretariat as soon as possible. 

This resolution was forwarded by the Secretary-General, on June 24th, 1926, to the Govern-
ments which had not yet replied to the questionnaire.

In conformity with this resolution the Committee of Enquiry of the Committee of the
Council met in Paris on July 30th and 31st and adopted the following report:

In pursuance of the Council resolution of June 10th, 1926, the Committee of Enquiry of
the Committee of the Council appointed to draw up a preliminary draft Convention on the
Supervision of the Private Manufacture of Arms and Ammunition and of Implements of War
met in Paris on July 30th and 31st, for the purpose of reconsidering the preliminary draft which
it had prepared and submitted to the Committee of the Council in the light of the replies of
Governments to the questionnaires sent to them on the subject.

M. Cobian informed-the Committee that he was unable to take part in its work, but expressed
his personal wish that his absence should not be regarded as an obstacle to the holding of the
meeting.

The Committee of Enquiry had before it the replies of the following countries 

Australia Netherlands
Austria New Zealand
Belgium Norway
Bulgaria Poland
Cuba Roumania
Czechoslovakia South Africa
Egypt Sweden
Great Britain Turkey
Greece Union of Socialist Soviet Republics
Italy United States of America, and
Japan Venezuela 1
Latvia

The United States of America, Turkey and the Union of Socialist Soviet Republics did not
reply to the questions, for various general reasons which their Governments explained in their
replies to the Secretariat.

With regard to the opinions given by the remaining Governments, the Committee's
conclusions are as follows:

A certain number of Governments expressed the opinion:
Question 1. - That the private manufacture of arms and ammunition and of implements

of war was open to grave objections of the kind contemplated in the report of the Temporary
Mixed Commission (Document A. 16. 1924. IX) (replies of Belgium, Bulgaria, Cuba, Egypt,
Norway and Poland). Others of the countries consulted also put forward certain special
objections (replies of South Africa and Latvia). Five Governments stated that, to the best
of their knowledge, there were no grave objections to the system of private manufacture in
their respective countries (replies of Australia, Great Britain, Italy, Japan, and Sweden).

Question 2. - It appears from the replies of Governments to this question that the private
manufacture of arms is already ready regulated in varying degrees under the licensing system, which
is indeed the basis of the draft Convention prepared by the Committee. This is the case in
Belgium, Egypt, Great Britain, Italy, Japan, the Netherlands, Czechoslovakia and Poland.

Question 3. - In regard to the obstacles which the constitutions of the various countries
might present to the conclusion of international agreements on the control of the private
manufacture of arms and ammunition and of implements of war, the Committee finds that no
obstacles are mentioned in the replies received, and that the majority of the Governments
state that the constitutions of their respective countries present no such obstacles.

Questions 4 and 5. - The Committee regards most of the suggestions and proposals put
forward by Governments in the replies submitted to it as being already embodied in the
draft Convention. The Committee notes, however, the following suggestions:

1 Since the meeting of the Committee of Enquiry, the following Governments have forwarded their replies to
the Secretariat: Colombia, France.
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(a) Certain Governments (Great Britain and Japan) pronounce in favour of the principle
of national control and dismiss the idea of international control. Others would wish that an
organisation - international, of course - should be established to compile and publish the
information received from the various countries (Polish reply), and that this organisation should
also be empowered to demand further particulars from any country which it might consider to
have furnished insufficient information (Netherlands reply). Others, again, would wish that
both the manufacture of arms and the trade in arms should be supervised by League organisa-
tions (Bulgarian, Greek and Latvian replies).

The conflict between the principle of national control and the principle of international
control will doubtless lose much of its importance if the international aspect of control is reduced
to nothing more than the provision of publicity for measures of national control, which should
be as uniform as possible. The Committee is of opinion that this solution, which it has recom-
mended for the draft Convention on the analogy of the solution adopted in the Convention for
the supervision of the international trade in arms (1925), represents a compromise which could
be accepted both by the supporters of national and by those of international control. The
Committee would point out that the arguments which were successfully maintained against
the proposal to entrust a League organisation with the control of the international trade in
arms under the Convention of May-June 1925 apply with at least equal force to the draft
Convention on Private Manufacture. The Committee, however, takes this opportunity of
emphasising the importance that must be attached to publicity as a system of control
by extending that publicity, as it has done in its draft, to State manufactures. In the opinion
of the Committee, full publicity in regard to manufactures even now constitutes a strict legal
obligation upon all Members of the League of Nations, in virtue of the last paragraph of Article 8
of the Covenant, which says: " The Members of the League undertake to interchange full
and frank information as to the scale of their armaments, their military, naval and air pro-
grammes and the condition of such of their industries as are adaptable to war-like purposes. "

(b) The Greek Government suggests that the measures to be taken to supervise and
restrict the manufacture of arms should be extended to raw materials, including chemical
substances which, by a process of conversion or manufacture, may become an instrument
of war. The Committee did not see fit to modify the preliminary draft in this sense, since
the Greek Government's suggestion seemed unduly to extend obligations which in any event
should be confined to the minimum compatible with the highest interests of peace and mutual
confidence.

(c) Two Governments (Greek and Roumanian replies) proposed that supervision should
be exercised over both private and State undertakings.

The Committee has already explained its views on this question in its report of April 19th,
and it sees no occasion to modify them in the light of the replies received. The Committee considers
that it went as far as possible in the direction suggested by these two Governments when,
in Article 2 of the preliminary draft, it defined private manufacture as " manufacture taking
place in establishments of which the State is not the sole proprietor ". Moreover, the Com-
mittee, fully aware that the draft to be prepared must be based both on Article 8 of the Cove-
nant and on the declaration in the Final Act of the Convention of May-June 1925 - of which
the one refers to the grave objections to manufacture by private enterprises and the other to
equality between producing and non-producing States - framed its draft on the basis of a
limitation of the licence to private manufacture, but of an extension of publicity to all manu-
factures, whether private or State.

This solution would seem to satisfy all points of view.
(d) The Committee did not see its way to retaining the suggestion by the Greek Govern-

ment to fix the maximum quantities of arms and implements of war which States would be
free to acquire. There does not seem a sufficiently direct and inevitable connection between
this suggestion, the value of which the Committee recognises, and the precise aim of the draft
Convention which it was instructed to examine.

(e) The suggestion of the Polish Government that the Convention should contain no
restriction as regards the institution and development of private manufacture, particularly
in the case of countries whose industry is not sufficiently developed, appears to be fully met
by the draft Convention as framed. Accordingly, the Committee, which entirely agrees with
the opinion expressed by the Polish Government, saw no reason to modify the existing preli-
minary draft in this respect.

(f) Another suggestion of the Polish Government that each Government should have
a preferential right as regards the purchase of products from the private manufacture of arms
in its territory, and also the right to expropriate, subject to compensation, any licences, models,
patents, designs and methods of manufacture belonging to individuals, seems to the Committee
to be too exclusively national a question to form part of a draft international Convention.

(g) The suggestion of the British Government that the Convention should be based
on the principles of the British Firearms Act of 1920 is one that should be considered. That
law organises the national supervision of private manufacture. The Committee is of opinion
that its preliminary draft is in accordance with the general principles of the law in question
and, consequently, with the suggestion put forward by the British Government.

(h) Three Governments point out the close connection, from the point of view of applica-
tion and coming into force, between the Convention under consideration and that of May-
June 1925 on the supervision of the international trade in arms. The Committee is entirely
of this opinion, which was indeed frequently expressed both during the Conference of May-
June 1925 and at the sixth Assembly.



The Committee has not thought it desirable to change the ratification clauses in this respect,
the final drafting of these clauses seeming, at the present stage of work, to be somewhat pre-
mature. Moreover, experience shows that they can only be given their final wording by the
Conference which is entrusted with the conclusion of the Convention.

Conclusion.

In conclusion, the Committee does not see its way to introducing any modifications in the
preliminary draft which it had prepared, and it again submits the said draft to the Committee
of the Council with the request that, in examining it, it will take into account not only
the foregoing considerations, but also the report dated April 19th, 1926, annexed to the
preliminary draft.

No decision has yet been taken as to the date on which the Committee of the Council
will examine this preliminary draft Convention and the report of the Committee of Enquiry.

IV. STATISTICAL INFORMATION ON THE TRADE IN ARMS AND AMMUNITION
AND IN IMPLEMENTS OF WAR.

As regards the adoption by the Governments of the form annexed to the Convention
on the Supervision of the International Trade in Arms and Ammunition and in Implements
of War for their national statistics and for the documents which they furnish to the Secretariat
with a view to the compilation of statistical information on the trade in arms and ammunition
and in implements of war, the Government of the Netherlands informed the Secretariat, in a
letter dated June 21st, 1926, that statistics of arms and ammunition and implements of war,
compiled in accordance with this form, had been published in the Statistique mensuelle de l'Im-
portation, de l'Exportation et du Transit.

The Norwegian Government replied on July 30th, 1926, that the statistical data furnished
by the Customs authorities for the imports of arms and ammunition were not sufficiently
detailed to enable the above-mentioned statistical forms to be filled up. Under the system
of statistics at present in force in Norway, the establishment of a new specification would
present difficulties, above all in regard to imports.

The new edition of the compiled Statistics on the Trade in Arms and Ammunition and
in Implements of War published by the Secretariat will appear on January 1st, 1927.

V. MILITARY YEAR-BOOK.

(General and Statistical Information on Land, Naval and Air Armaments.)

The new edition of the Military Year-Book will appear on January 1st, 1927.

VI. SUPERVISION OF THE INTERNATIONAL TRADE IN ARMS
AND AMMUNITION AND IN IMPLEMENTS OF WAR.

Below is given the list of States which have up to the present signed the Acts of the
Conference for the Supervision of the International Trade in Arms and Ammunition and in
Implements of war.

Convention for the Supervision of the International Trade in Arms and Ammunition and in
Implements of War (Geneva, June 17th, 1925).

Abyssinia Italy
Austria Japan
Belgium Kingdom of the Serbs, Croats
Brazil and Slovenes
British Empire Latvia

Canada Luxemburg
India Netherlands

Bulgaria Poland
Chile Roumania
Czechoslovakia Salvador
Denmark Spain
Esthonia Sweden
Finland Switzerland
France Uruguay
Germany United States of America
Hungary Venezuela.
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Protocol of Signature (Geneva, June 17th, 1925).

Abyssinia Japan
Austria Latvia
Brazil Luxemburg
British Empire Netherlands

Canada Nicaragua
India Poland

Bulgaria Portugal
Chile Roumania
Czechoslovakia Salvador
Denmark Kingdom of the Serbs, Croats
Esthonia and Slovenes
Finland Spain
France Switzerland
Germany Turkey
Greece Uruguay
Hungary United States of America
Italy Venezuela.

Declaration regarding the Territory of Ifni (Geneva, June 17th, 1925).

Abyssinia France
Austria Italy
Belgium Japan
Brazil Latvia
British Empire Luxemburg

Canada Poland
India Roumania

Bulgaria Salvador
Chile Kingdom of the Serbs, Croats
Czechoslovakia and Slovenes
Denmark Spain
Esthonia Switzerland
Finland Venezuela

Protocol for the Prohibition of the Use in War of Asphyxiating, Poisonous or Other Gases and
Bacteriological Methods of Warfare (Geneva, June 17th, 1925).

Abyssinia Latvia
Austria Lithuania
Belgium Luxemburg
Brazil Netherlands
British Empire Nicaragua

Canada Poland
India Portugal

Bulgaria Roumania
Chile Salvador
Czechoslovakia Kingdom of the Serbs, Croats
Denmark and Slovenes
Esthonia Spain
Finland Switzerland
France Turkey
Greece United States of America
Germany Uruguay
Italy Venezuela.
Japan

At the seventh meeting of the Preparatory Commission for the Disarmament Conference,
on May 20th, 1926, M. Paul-Boncour stated that the President of the French Republic had
on May 9th ratified the Convention on the Trade in Arms and that the French Government
was waiting, before notifying this ratification, until a certain number of arms-producing
States had also ratified it.

It should be noted that the French Government has ratified, under the same conditions,
the Protocol, annexed to this Convention, on Chemical and Bacteriological Warfare.

Sir Austen Chamberlain, on April 28th, 1926, made the following declaration in the House
of Commons:

" His Majesty's Government considers that it is in the interests of all the arms-producing
States to bring the Convention into operation by ratifying simultaneously, and they have
recently made this suggestion to the Governments of the following countries: Austria, Belgium,
Czechoslovakia, France, Germany, Italy, Japan, Netherlands, Spain, Sweden and the United
States. "
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5.

POLITICAL QUESTIONS.

I. FIRST REPORT OF THE STRAITS COMMISSION, SUBMITTED TO THE COUNCIL
UNDER ARTICLE 15 OF THE CONVENTION.

At its thirty-fifth session (meeting held on September 10th, 1925), the Council authorised
the Secretary-General to forward to the Powers concerned the information on the passage ofnaval or air forces through the Straits which was supplied, in accordance with sub-section (a),
§ 2, of Annex 2 to the Convention, by the Straits Commission set up under the terms of the
Convention signed at Lausanne on April 24th, 1923.

Article 15 of this Convention provides for the setting-up of a commission " which will
carry out its functions under the auspices of the League of Nations and will address to the
League an annual report giving an account of its activities and furnishing all information which
may be useful in the interests of commerce and navigation.

At its fortieth session (meeting held on June 10th, 1926), the Council, which had meanwhile
received the Straits Commission's first report on the work done during the year 1925, considered
whether it should formally accept the relations which Article 15 of the Treaty was intended to
establish between the Commission and the League of Nations.

The Straits Commission's report is divided into two parts. The second part consists of
information which may be useful to commerce and navigation. The first part contains a number
of observations dealing principally with the fact -that " the International Straits Commission
has to rely for all its information on services which are exclusively Turkish as regards their
administration, equipment and staff "; with the possibility of obtaining information which
might interest the Commission from officers commanding naval units before their vessels
enter the Straits ; and with the persoal immunities which, in the Commission's opinion, should
be granted to its members.

The report concludes as follows:

In drawing up the present report, the Straits Commission has sought to carry
out the intentions of Article 15 of the Convention of Lausanne. The information it
contains may be summarised as follows:

" The first part shows that the Commission has almost completely organised the
services necessary for its working, but that these services do not possess the full
independence which is essential if the neutrality and the power of initiative of the
Commission is not to become illusory in matters in which the Turkish Government's
own interests are concerned.

" The information contained in the second part shows that commercial navigation
through the Straits does not as yet enjoy the unrestricted freedom granted to it by
the Treaty of Lausanne.

" Older systems and provisional regulations resulting from the war still weigh
heavily upon the administrations, which have difficulty in freeing themselves from
the shackles of customs adopted in the past.

" In these circumstances, the duty of the Commission is limited by the Straits
Convention to reporting -the facts to the League of Nations. It is for the latter to
adopt any means which seem to it effective to hasten the application in their entirety
of the principles laid down in the Treaty of Lausanne. "

The Council, having concluded that Article 15 of the Convention merely placed the Com-
mission under the auspices of the League of Nations, accepted the duty assigned to it, and
communicated the report which the Straits Commission had submitted on its work during
the year 1925 for any necessary action to the States signatories of the Convention relating
to the Regime of the Straits.

II. QUESTION OF THE FRONTIER BETWEEN TURKEY AND IRAQ: AGREEMENT
CONCLUDED BETWEEN GREAT BRITAIN, IRAQ AND TURKEY.

At the first meeting of the fortieth session of the Council (June 7th, 1926), the representative
of Great Britain informed the Council that direct negotiations had taken place between the
representatives of His Britannic Majesty's Government and the Iraq Government on the one
hand and those of the Government of the Turkish Republic on the other. In its recommendation
addressed on December 16th, 1925, to the British and Turkish Governments, following its
decision concerning the delimitation of the frontier between Turkey and Iraq, the Council
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had urged the two Governments " to reach friendly agreements in order to put an end to the
regrettable state of tension existing between them owing to the dispute for which a solution
had just been found, and thus to assure the strengthening of the foundations of peace which
is the essential object of the League of Nations ". The negotiations had terminated in the
signing of a treaty fixing the frontier between Turkey and Iraq.

By this treaty, which was signed at Angora on June 5th, 1926, the frontier-line between
Turkey and Iraq was finally fixed as recommended by the Council at its meeting on October
29th, 1924 (Brussels Line). This line was, however, slightly changed at one point for the benefit
of the people of the Turkish villages of Alamun and Ashuta in order that the section of road
joining the two places might be in Turkish territory.

The British delegate further informed the Council that the Contracting Parties were ready
to delimit the frontier on the spot. The Boundary Commission would consist of a representative
of each of the Governments concerned, and the President of the Swiss Confederation would
be asked to be good enough to appoint a Chairman. The Contracting Parties had undertaken
to register the treaty in due course with the Secretariat of the League of Nations in accordance
with the obligations under the Covenant.

The Council, after expressing its satisfaction at the happy issue of the negotiations, noted the
communication made by the representative of Great Britain, thus finally settling the question.

0.

ADMINISTRATIVE QUESTIONS.

I. SAAR TERRITORY.

1. FREEDOM OF TRANSPORT AND TRANSIT OVER THE RAILWAYS.

At its meeting on March 18th, 1926, the Council drew the attention of the Governing Com-
mission to the duty incumbent upon it to ensure, in all cases, freedom of transport and transit
over the railways of the Territory. The Council was of opinion that the measures required for
this purpose should be prepared.- in particular, a Railway Committee possessing the necessary
powers should be placed at the disposal of the Governing Commission. The Council invited the
Governing Commission to submit to it proposals on this subject. In reply to this request,
the Governing Commission submitted a report dated May 21st, 1926. This report
contains the opinions and proposals of the Governing Commission together with two minority
opinions. At its meeting on June 10th, 1926, the Council decided that, as the report, which
contained a large number of technical details, had only reached the Members of the Council
a very short time before the June session, the examination of this question should be postponed
until the September session.

2. GENERAL QUESTIONS (PERIODICAL REPORT).

The Governing Commission has communicated its Twenty-sixth Periodical Report on
the situation in the Saar and on the work of the Commission during the second quarter of 1926.
Mention may be made of the following questions in this report:

Governing Commission.

On April 1st, 1926, there came into force the decisions taken by the Council during its
session of March 1926 with regard to the composition of the Governing Commission. The
various departments of the Governing Commission have been distributed among the Members
of the Commission as follows: Mr. STEPHENS (Canadian Member and Chairman): Foreign
Affairs and Interior ; M. KOSSMANN (Saar Member) : Public Relief, Public Health, Agriculture,
Labour, Department of Forests and Social Insurance; M. LAMBERT (Belgian Member): Public
Works, Railways and Posts, Telegraphs and Telephones ; M. MORIZE (French Member) : Finance,
Economic Affairs and Mining Control ; M. VEZENSKY (Czechoslovak Member) : Justice, Public
Education and Public Worship.

Economic and Social Situation.

There has been no appreciable change in the economic and social situation of the Saar
Territory during the second quarter of 1926. Strikes broke out in five different localities, partly
on account of wage disputes and partly as a protest against the dismissal of a miner. The total
number of workmen involved was 4,000.
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Political Situation.

The Advisory Council and the Technical Committee held their usual sessions during the
quarter. The elected representatives of the population concluded the work of discussing and
formulating their opinions upon the various fiscal proposals submitted to them and expressed
their opinions also on a number of draft decrees submitted by the Governing Commission.
These decrees deal in particular with the question of salaries and wages, private insurance,
the housing system, public relief, etc.

The elections to the Communal and Kreis Assemblies were held on July 11th, 1926. In
deference to the wishes expressed by the political parties, the Governing Commission introduced,
in the place of the system of free lists hitherto in force, the system of blocked lists and official
ballot papers.

Customs Regime.

the Saar population, the Governing Commission discussed with the Customs Department the
question of the opening and moving of Customs offices, the opening of Customs routes and the
problem of the supply of fthe Saar Territory with cattle for slaughtering coming from certain
countries, etc.

Financial Situation.

The general budget of the Territory for the financial year 1926 (April 1st, 1926, to March
31st, 1927) was voted by the Governing Commission in April 1926. It amounts to a total of
363,162,411 francs, compared with 223,383,540 francs for 1925. The 1926 budget is balanced,
and the surplus of 2,604,189 francs is at the disposal of the Governing Commission. The Govern-
ing Commission states that, if increases in expenditure become necessary, fresh taxation will
have to be imposed.

International Agreements concluded by the Governing Commission and its representation at
International Conferences.

The Franco-Saar agreement relating to the reciprocal application of social insurance laws
in the Saar Territory and in the French Departments of the Lower Rhine, the Upper Rhine
and the Moselle has been ratified by the two Governments and was put into force on June
1st, 1926.

The agreements negotiated at Baden-Baden between the Governing Commission and the
German Government with regard to various administrative questions, and notably regarding
German officials serving in the Saar, have been ratified by the two Governments and came into
force on June 16th, 1926.

The Governing Commission was represented in an advisory capacity at the Passports
Conference, which met at Geneva at the invitation of the League of Nations on May 12th, 1926.
The inhabitants of the Saar Territory of German nationality require no preliminary visa for
entering Switzerland or the Netherlands.

Administrative Activity.

The periodical report further contains detailed information on various questions relating
to the administrative activity of the Governing Commission, particularly: the finances of the
Territory, the measures taken on behalf of officials and workmen, public works, justice, educa-
tion, commerce, industry and labour, public relief, social hygiene and agriculture.

3. PETITIONS.

In conformity with the Council's resolution of May 17th, 1920, the Governing Commission
has transmitted to the Council, with its observations, certain new petitions from inhabitants
of the Saar Territory. These petitions refer to the withdrawal of the French troops, the question
of housing, and the question of the measures taken by the Governing Commission with regard
to the director of the " Einheitsverband der Eisenbahner Deutschlands ".

II. FREE CITY OF DANZIG.

1. AMENDMENT TO THE CONSTITUTION OF DANZIG: VALORISATION OF CLAIMS.

At its meeting on June 10th, 1926, the Council heard a statement by the High Commissioner
of the League of Nations regarding an amendment which the Senate of Danzig proposed to
introduce into the Constitution of the Free City. The amendment concerned the valorisation
of claims.

According to Article 49 of the Constitution of Danzig, any amendments to the Constitution
can only enter into force after being communicated to the League of Nations and after the
latter has declared that it has no objection to make to such modifications. In consequence of
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the urgent representations of the Senate, the High Commissioner proposed that the Council,
after an examination of the amendment as duly and definitely adopted, should authorise him
to make the declaration which was required from the League of Nations.

The Council decided that it had no objection in principle to the High Commissioner's
proposals. It asked him to send a note on the matter, together with the text of the amendment,
to the Secretary-General for communication to the Members of the Council. The latter would
inform the President if they had any objection to the details of the High Commissioner's pro-
posals, and, if not, the President was authorised to accept them on behalf of the Council.

On June 29th, 1926, the High Commissioner communicated to the Secretary-General a
note, together with the text of the amendment to the Constitution, in the form adopted by
the Volkstag on the first reading on June 23rd. According to the Constitution, there must
be an interval of at least a month between the first and second readings.

In conformity with the above-mentioned resolution of the Council, the Secretary-General
transmitted to the Members of the Council the High Commissioner's note and the text of the
amendment to the Constitution, requesting them to forward to him before August 1st, 1926,
any observations they desired to make for transmission to the President of the Council. No
observations were made by the Members of the Council, and the President, on behalf of the
Council, authorised the High Commissioner to inform the Senate of Danzig that the League
of Nations had no objections to raise, under Article 49 of the Constitution, to the amendment
in question.

2. FINANCIAL SITUATION.

This question is dealt with in the chapter of the present report devoted to the work of the
Financial Committee.

III. EXCHANGE OF POPULATIONS BETWEEN GREECE AND BULGARIA.

APPOINTMENT OF M. DE ROOVER'S SUCCESSOR ON THE MIXED COMMISSION.

In accordance with Article 8 of the Convention of November 27th, 1919, between Greece
and Bulgaria, a Mixed Commission was established consisting of a member appointed by each
of the two Contracting States and of an equal number of members of another nationality,
from among whom the President is chosen, and who are appointed by the Council of the League
of Nations.

On September 20th, 1920, the Council appointed as members of this Commission Mr. Corfe
(New Zealand) and M. de Roover (Belgium). On March 23rd, 1926, M. de Roover asked the
Council to relieve him of his duties. After Mr. Corfe, President of the Mixed Commission, had
urged the necessity of proceeding immediately to the appointment of M. de Roover's successor,
the President of the Council, the Japanese representative, acting in agreement with the Rappor-
teur, the French representative, and with the Bulgarian and Greek Governments, made this
appointment after consulting and obtaining the consent of all the Members of the Council.
M. James de Reynier (Switzerland), former President of the Danzig Harbour Board, late member
of the Committee of Experts appointed by the Council to delimit the Port of Danzig for the
purposes of the Polish Postal Service, late Provisional Records Commissioner for the Plebiscite
in the Saar Territory, was appointed.

M. de Reynier left Switzerland on June 15th, 1926, to take up his duties.

7.

PROTECTION OF MINORITIES.

I. QUESTIONS OF PROCEDURE.

At the meeting of the Council on March 17th, 1926, the question was raised of the procedure
at present adopted in replying to private petitioners in the matter of the protection of minorities.
The Secretary-General communicated information on this subject to the Members of the Council
and of the League of Nations in document C.312 (1).M.118.1926. I. At its meeting of June
10th, 1926, the Council adopted a report of the Brazilian representative thanking the Secretary-
General for the information contained in this document and noting that the matter did not
seem to call for further action by the Council.
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II. MOSLEMS OF ALBANIAN ORIGIN IN GREECE.

(See document A.6.1926, Chapter 6, Paragraph III.)

In June 1926 the Council considered a report from its mandatories regarding this matter
and, in view of the information contained in this document, requested them to submit a final
report on the subject. This report has just been received and distributed to the Members of the
Council and of the League of Nations.

III. MINORITIES IN ROUMANIA.

(See document A.6.1926, Chapter 6, Paragraph VII.)

During its session in June 1926 the Council noted and approved certain suggestions put
forward by the Roumanian Government in regard to the arrangements for the distribution of
the sum of 700,000 gold francs among the colonists of Hungarian race affected by certain
measures of agrarian reform in Roumania.

8.

MANDATES.

I. GENERAL QUESTIONS 1.

MILITARY RECRUITING, STATE DOMAIN AND LIQUOR TRAFFIC.

During its session in June 1926, the Council dealt with a certain number of questions of
general interest raised by the application of Article 22 of the Covenant and considered by the
Permanent Mandates Commission, with regard to which the Council had previously asked
for the views of the mandatory Powers. On the proposal of the Swedish representative,
Rapporteur, the Council endorsed the following opinions expressed by the Mandates Com-
mission with regard to certain questions concerning the military recruiting of the inhabitants
of the mandated territories and the State Domain in those territories.

Military Recruiting.

" The spirit, if not the letter, of the mandate would be violated if the Mandatory enlists
the natives of the mandated territory (wherever they may present themselves for engagement)
for services in any military corps or body of constabulary which is not permanently quartered
in the territory and used solely for its defence or the preservation of order within it, subject to
the provisions of Article 3, paragraph 2 of the mandates for French Togoland and Cameroons."

State Domain.

"The mandatory Powers do not possess, in virtue of Articles 120 and 257 (paragraph 2)
of the Treaty of Versailles, any right over any part of the territories under mandate other than
that resulting from their having been entrusted with the administration of those territories.

" If any legislative enactment relating to land tenure should lead to conclusions contrary
to these principles, it would be desirable that the text should be modified in order not to allow
of any doubt."

With regard to this question, the Council decided to approve a number of observations
submitted by its Rapporteur as constituting the official interpretation of the text drafted by
the Commission.

Liquor Traffic.

With regard to the definition of the terms concerning the liquor traffic which are found
in the mandates, the Council requested the Mandates Commission to consider the views expressed
by the mandatory Powers and to inform it of such conclusions as it might reach as the result
of this further examination of the question.

1 See Report to the Seventh Assembly (document A.6.1926, page 66).
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II. PROCEDURE TO BE FOLLOWED IN REPLYING TO PETITIONS.

During the consideration of the documents relating to the eighth session of the Permanent
Mandates Commission, the procedure to be adopted in replying to petitions was discussed,
and the Council deferred its decision on this subject 1. At the request of theBritish representative,
the question was placed on the agenda of the session in June 1926, and before the beginning
of this session the Secretary-General submitted to the Members of the Council a memorandum
setting forth the practice followed at the present time in replying to such petitions (docu-
ment C.314.1926).

On the proposal of the Swedish representative, and after an exchange of views in which
the British and French representatives took part, the Council approved the procedure outlined
in the Secretary-General's memorandum but added that it would be more satisfactory if the
Commission would in every case prepare its observations with regard to petitions in such a
way that it would be possible to transmit them to the petitioners without the necessity of
sending them the Commission's general observations on the report of the mandatory Power.

III. NINTH SESSION OF THE PERMANENT MANDATES COMMISSION.

The Permanent Mandates Commission met at Geneva from June 8th to June 25th, 1926,
to examine the annual reports on the administration of the following territories : Nauru, New
Guinea, South-West Africa, the French Cameroons and Togoland, Ruanda-Urundi, Palestine
and Tanganyika. Several mandatory Powers, in deference to a wish expressed by the Com-
mission on many occasions, had delegated to Administrators of the mandated territories, or
to senior officials in their administrations, the duty of furnishing explanations to the Commission.

The Commission also heard a statement by M. Henry de Jouvenel, High Commissioner
of the French Republic in Syria and the Lebanon, on the present situation in those territories.

The Commission further examined various petitions and considered the general question of
the possibility of allowing petitioners, in certain cases, to be heard by the Commission. The
Commission, however, did not feel inclined to formulate any express recommendation on
this subject until it had learned the Council's views on the matter.

The Commission also prepared a list of questions to which it desired reference to be
made in the annual reports of the mandatory Powers on B and C mandated territories. This
document is intended to replace the questionnaires for these territories which were adopted at
the first session of the Commission. Finally, the Commission suggested that the Council should
instruct the Secretary-General to obtain from the mandatory Powers certain additional infor-
mation which would enable the Secretariat to complete the preparation of tables giving
certain statistical information regarding each mandated territory.

Observations of the Commission on the Reports examined.

The observations of the Commission on the annual reports which it has examined may be
summarised as follows:

PALESTINE AND TRANSJORDAN.

(Representative of the mandatory Power : Lt.-Col. G. S. SYMES, Chief Secretary of the
Palestine Government, assisted by Mr. CLAUSON, of the British Colonial Office.)

The Commission noted with satisfaction that political unrest is dying down and that the
situation throughout the whole of Palestine is calm. It feels sure that the mandatory Power
will continue to maintain local forces sufficient both in constitution and number to cope with
any troubles which could possibly become a menace to any element of the population.

It heard with satisfaction the statements of the accredited representative with regard
to the policy adopted by the mandatory Power in endeavouring to encourage local autonomy,
and asked for additional information with regard to the development of the elective system
in municipal organisations, and the organisation and working of the various communities.

It expressed the hope that the land survey, which it considers of great importance for the
development of the country, will shortly be completed and that land in the Beisan district will
shortly be put to full use. The Commission insisted on the need for more adequate documentary
information regarding labour conditions in Palestine. While recognising the difficulties encoun-
tered by the mandatory Power in this domain, the Commission is of opinion that careful legisla-
tion is now necessary and would be of great service. It therefore heard with satisfaction that a
set of regulations is shortly to be drawn up to govern certain labour conditions.

The Commission asked that subsequent reports should contain information on the reorga-
nisation of educational work and on the public finances of Palestine and Transjordan, and
that the text of the agreement concluded between.Nejd and Transjordan with regard to their
frontiers should be communicated.

1 See Report to the Seventh Assembly, etc. (document A.6.1926, page 66).
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THE CAMEROONS (UNDER FRENCH MANDATE).

(Representative of the mandatory Power: M. A. DUCHENE, Councillor of State, Director
of Political Affairs in the Ministry for the Colonies, assisted by M. MARCHAND, Commissioner
of the French Republic in the Cameroons.)

The Commission noted with satisfaction that British and French officials were co-operating
effectively to prevent the slave trade along the northern frontiers of the territory. It was struck
by the remarkable development of the system of roads in the territory. In this connection
it requested additional information regarding the remuneration of labourers employed on
road construction. It also asked for supplementary details regarding labour conditions on
native plantations and the measures proposed for the improvement of hygiene among
labourers employed on railway construction. While paying a tribute to the efforts already
accomplished in the matter of health, it expressed a hope that it might be possible rapidly to
increase the number of doctors, sick-nurses and medical assistants.

It noted that the financial year closed, like the preceding years, with a considerable surplus,
a fact which made it possible to undertake an important programme of public works without
resorting to loans.

The Commission will continue to follow with interest the results of this financial policy
of the mandatory Power.

As regards education, it noted with satisfaction the establishment of an education
commission entrusted with the task of developing co-operation between the various educational
institutions in the territory.

TOGOLAND (UNDER FRENCH MANDATE).

(Representative of the mandatory Power: M. A. DUCHENE, Councillor of State, Director
of Political Affairs at the Ministry for the Colonies.)

The Commission learnt with satisfaction that negotiations were now in progress for the
final delimitation of the frontier between French and British Togoland and that endeavours
would be made to avoid dividing up native tribes.

It has been happy to note the prosperous condition of the finances of the territory. The
reserve fund was considerably increased in 1925, but its value has diminished owing to the
fall of the franc, and the Commission will follow with interest all measures which the mandatory
Power may take with a view to preventing the diminution of this asset of the territory.

The Commission noted with satisfaction that it was the intention of the mandatory Power
not to requisition labourers for the construction of a new railway line which is to be completed
in the course of the next three years. The Commission observed that imports of spirituous
liquors showed a considerable increase in 1925, and was glad to be informed that the duties are
to be raised still further with a view to restricting importation. Finally, it requested certain
supplementary information with regard to land tenure.

RUANDA-URUND I.

(Representative of the mandatory Power: M. M. HALEWYCK, Director-General in the
Belgian Ministry for the Colonies, assisted by M. MARZORATI, Royal Commissioner in Ruanda-
Urundi.)

The Commission noted with appreciation the efforts made by the mandatory Power to
transform the native chiefs into agents directly remunerated by the Administration and thus
reduce or abolish the traditional labour levies required by these chiefs of their tribesmen. It
asked that the next report should contain some explanations, with regard to the working of the
Customs Union established between the territory of Ruanda-Urundi and the Belgian Congo,
and the share which might be allocated to the mandated territory out of the profits derived
from the minting of Belgian Congo coinage which is legal currency in Ruanda-Urundi.
Moreover, it expressed the desire to receive further information on the subject of education
and public finances.

TANGANYIKA.

(Representative of the mandatory Power: Mr. John SCOTT, Chief Secretary of the Govern-
ment of Tanganyika territory, assisted by Mr. CLAUSON, of the British Colonial Office.)

The Commission learnt with satisfaction that the mandatory Power, in agreement with the
chiefs and the tribes, had abolished the taxes and compulsory labour which were formerly
exacted by the chiefs, and had replaced them by a poll-tax, part of which is paid into native
treasuries to provide an income for the chiefs.

It requested the mandatory Power to supply further information with regard to the number,
race and duties of officials in the territory, the development of the administrative policy adopted
with regard to the Masai tribe, and with regard to postal rates considered from the point of view
of the application of the principle of economic equality.
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Finally, it requested information concerning the medical staff and the number of cases
treated in the territory, the progress realised in carrying out the new programme of education
and more definite data on the subject of public finance.

SOUTH-WEST AFRICA.

(Representative of the mandatory Power: Mr. Jacobus SMIT, High Commissioner of the
Union of South Africa in London.)

The Commission was happy to note that the health measures adopted to improve the
situation in the mining camps, particularly as regards the medical service, had produced good
results. It will follow with interest the further steps which it is proposed to take in this matter.

In examining the report, the Commission again considered the question of the interpre-
tation and application of the South-West Africa Railways and Harbours Act, 1922. As it was
unable to form an exact view of the situation and the financial legislation with regard to these
railways and harbours, it requested the mandatory Power to include in its next report a full
statement on the subject. It also asked for explanations regarding the number of officials
posted outside the police zone and their relations with the native chiefs, the increase in the
imports of spirituous liquors, the expenditure on education and the economic situation of the
natives.

The Committee also considered the question of the interpretation of Article 5 of the mandate
concerning freedom of conscience. It requested the mandatory Power to provide additional
information in connection with the fact that certain missions have had to undertake in writing
to uphold the policy of the mandatory Power, collaborate with that Power and encourage the
natives to seek work at a distance from their homes.

NEW GUINEA.

(Representative of the mandatory Power: Sir Joseph COOK, High Commissioner for the
Commonwealth of Australia in London, assisted by Mr.J. A. CARRODUS, Secretary to the Home
and Territories Department of the Australian Government.)

After expressing the hope that the mandatory Power would make every effort to bring
under its effective control and administration a larger part of the territories placed under
its mandate, the Commission asked for further explanation with regard to the inspection
of labour, with regard to the system of long-term contracts applied to labourers and with regard
to public finance, in particular, the loans, advances and gifts made by the mandatory Power
and the obligations of the mandated territory which have resulted from these transactions.

NAURU.

(Representative of the mandatory Power: Sir Joseph COOK, High Commissioner for the
Commonwealth of Australia in London.)

The Commission asked to be supplied with some further details regarding the sums devoted
to education.

*
* *

Mr. J. S. SMIT, the accredited representative of the Union of South Africa, submitted a
series of comments with regard to the observations of the Commission on the report concerning
the administration of South-West Africa in a document which has been communicated to the
Council, the Members of the League and the delegates to the Assembly (document A. 16.
1926. VI).

Petitions.

The Commission examined five petitions regarding the mandated territories and also the
comments of the mandatory Powers concerned. With regard to one of these petitions, which
embodies the complaints of certain members of the Adjigo tribe in Togoland under French
mandate, the Commission at its recent session requested additional information from the man-
datory Power on various points. As regards the other petitions, all of which concerned Palestine,
a summary of the conclusions reached by the Commission is given below.

PETITIONS FROM THE PALESTINE ARAB CONGRESS.

The petitions received in 1925 and 1926 from the Executive Committee of the Palestine
Arab Congress protest, in particular, against certain concessions granted by the British
Government and certain facts which the petitioners held to be contrary to the terms of
the mandate.
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The Commission hopes that it will receive from the mandatory Power the promised docu-
ments with regard to the Rutenberg concessions. Like the mandatory Power, however, it considers
that, in view of the technical and financial importance of such undertakings, and, above all,
the undoubted benefits of every kind which they confer on all classes of the population, it is
right that the central authorities should be allowed to maintain their entire liberty of action.
Concessions for enterprises of this kind should, however, be granted with the greatest publicity
within time-limits and according to rules which would obviate all possibility of public criticism.

As regards the salt concessions, the Commission has noted the new general regulations
which have been issued and the intention of the mandatory Power to observe the strictest
impartiality between the interested parties as soon as the present concession lapses.

The Commission has heard with satisfaction the explanation of the accredited representative
concerning the arrangements which have been made and the progress realised in the matter
of the Kabbara concession.

With regard to the petitioners' complaints concerning the elections, representative bodies
and local autonomy, the Commission was glad to hear the statements of the accredited repre-
sentative to the effect that the Arab element of the population is showing a tendency to abandon
its attitude of non-collaboration with the mandatory Power. The task of finding persons
prepared to collaborate with the representative organs should thus become less and less difficult
as time goes on.

The Commission noted that the allegations regarding the so-called inquisitorial methods
of the police and the prison system have now ceased to have any foundation.

The Commission held that the reform of the civil and criminal legislation was entirely justified
in the interests of the population and noted that, in carrying it out, every care is being exercised
to avoid as far as possible any infringement of the principles of the Sharia.

The Commission, while renewing its former recommendations with regard to Jewish immi-
gration, noted the explanations given by the accredited representative. It hopes, however,
that immigration will always be proportionate to the capacity of the country to absorb the
population on the land.

MEMORANDUM OF THE AGUDATH ISRAEL.

The object of the memorandum submitted by the Agudath Israel in October 1925 was to
support a petition from the Ashkenasic Jewish Community in Palestine with regard to its present
situation and legal recognition, questions which the Commission had already considered at its
seventh session. As the text of the regulations for the Jewish Community, with which the peti-
tioners are particularly concerned, has not yet been promulgated, the Commission was unable
to determine whether the complaints of the Agudath Israel in this respect were well founded.
It noted, however, the memorandum of the Agudath Israel and the mandatory Power's
observations on the subject, and reserved the right to revert to this question when the regula-
tions in question have been issued and brought to its notice.

MEMORANDUM AND LETTER OF THE ZIONIST ORGANISATION.

The Zionist Organisation has sent to the Commission a memorandum and a letter; the
mandatory Power has transmitted certain comments on the letter.

The memorandum furnishes information regarding the activities of this organisation as
Jewish agency for the development of the Jewish National Home in Palestine during the year
1925-26.

The letter contains a number of complaints concerning, in particular, the allotment of land,
education, the formation of a Frontier Defence Corps and an incident at the Wailing Wall. The
Commission heard the explanations of the mandatory Power and considered that they were
satisfactory.

MEMORANDUM FROM THE NATIONAL COUNCIL OF THE PALESTINE JEWS.

The National Council of the Palestine Jews (Waad Leumi) submitted to the Commission
a memorandum regarding the situation of the Jewish population in Palestine and its current
needs.

In view of the statement of the National Council that the mandatory Government has
adopted a negative policy and a passive attitude with regard to the Jews, the Commission,
though recognising that the Jews are entitled to demand that the assistance referred to in the
Palestine mandate be accorded them, expressed the opinion that the mandatory Power had
acted wisely in not precipitating events and in seeking to avoid serious conflicts between the
two sections of the population.

In addition to these general allegations, the National Council has also formulated complaints
with regard to certain particular cases. The Commission's opinion on these various points may
be summarised as follows:

The Commission holds that in its land policy the mandatory Power has acted wisely, and
the Commission hopes that the mandatory Power will continue to afford increasing encourage-
ment to the intensive settlement of Jews on the land.
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With regard to the Waad Leumi's complaint that the subsidies granted to the Jewish
schools are inadequate, the Mandates Commission has learnt that these subsidies have been
considerably increased this year and hopes that this will satisfy the petitioners.

The National Council has complained of the unfavourable conditions offered to Jewish
labourers. The Commission, while it would point out that the mandatory Power cannot create
privileges in favour of the Jews, since these latter and the Arabs must possess the same rights
and the same duties, held that it would be clearly desirable for the mandatory Power to publish
as soon as possible laws regulating the conditions of labour of men, women and children.

With regard to the complaints that the mandatory Power had refused to participate in
the cost of Jewish public health organisation, the Commission drew attention to the fact that
the Jews, like the rest of the population, were perfectly free to avail themselves of the Govern-
ment Health Service, and it considers that the mandatory Power is not, under the terms of the
mandate, bound to accord special subsidies to the Jewish health services.

The National Council having alleged that the policy of the mandatory Government with
regard to the official aid and protection granted for the development of industries is less liberal
than under the former Turkish regime, the Commission expressed its opinion that the results
of the mandatory Power's administration do not justify such criticism. The mandatory Power
should, however, endeavour to take into consideration certain of the desiderata set out in the
memorandum of the Waad Leumi, and satisfy these wishes in so far as this may be both just
and possible.

As regards the recruitment of military and police forces, the recognition of Hebrew as the
official language, and certain questions connected with citizens' rights, the Commission considered
that the complaints of the National Council were unfounded. With regard to the municipal
organisation at Tel-Aviv and elsewhere, the Commission stated its conviction that the manda-
tory Power would take the necessary steps in this connection as soon as such a course may be
practicable. It has, moreover, drawn the attention of the mandatory Power to the complaint
of the Waad Leumi that Jews employed by the Administration are forced to work on the Sabbath
and on Jewish festivals, and in this connection it drew attention to the terms of Article 23 of
the mandate.

The Waad Leumi requested that a law should be promulgated to prevent speculation in
land. The Commission recognises that such speculation may be contrary to the objects which
those who are working for the establishment of a Jewish Home in Palestine have in view, but
recognised how difficult it would be to obtain the desired result by legislation. It has, however,
requested the mandatory Power to acquaint it with the reasons for which a former " Ordinance
for Land Transfer" has been repealed.

Finally, the Commission expressed a hope that the better understanding which seems
to be growing up between the various elements of the population would develop as rapidly
as possible under the auspices and with the help of the mandatory Power, for such an under-
standing would lead to the rapid progress of the country.

IV. REMUNERATION OF THE MEMBERS OF THE PERMANENT MANDATES
COMMISSION.

At its session in June 1926, the Council was in possession of the report for which it had
asked the Supervisory Commission with regard to the question of special allowances to the
members of the Permanent Mandates Commission 1. In this report, the Supervisory Commission
accepted the principle that such allowances should be granted and proposed that each member
should receive a sum of two thousand francs. On M. Sj6borg's proposal, the Council decided to
recommend the Supervisory Commission's report to the Assembly for favourable consideration.

9.

SLAVERY 2.

On June 9th, 1926, the Council adopted a report submitted by the British representative
dealing in particular with the procedure to be followed in discussing and approving the draft
Convention on Slavery. The British representative, in his report, expressed the opinion that
such further discussion as might be necessary with regard to the text of the Convention would
most naturally take place in the Assembly. The Council decided to add this question
to the agenda of the seventh Assembly and instructed the Secretary-General to suggest at

1 See Report to the Seventh Assembly, etc. (document A.6.1926, page 67).
2 See Report to the Seventh Assembly, etc. (document A.6.1926, page 68).
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once to all Members of the League that powers to sign the Convention which might be agreed
upon be given to one of their delegates to this Assembly.

Since the publication of the Council's report to the seventh Assembly (document A.6.
1926), the replies of the following Governments have reached the Secretariat : Belgium, China,
France, Germany, Hungary, Russia, Siam, South Africa and Venezuela. The texts of these
replies, together with a memorandum containing suggestions with regard to the
Convention received from the Apostolic Nuncio in Switzerland, have been communicated
to the delegates to the Assembly (document A.10.1926).

10.

WORK OF THE TECHNICAL ORGANISATIONS.

I. ECONOMIC AND FINANCIAL ORGANISATION.

A. WORK OF THE ECONOMIC COMMITTEE.

The Economic Committee held a session in Paris shortly after the June session of the
Council. It continued the examination of the various questions on its programme but did not
arrive at any final conclusions which required further action on the part of the Council.

The Committee, as it would be meeting again towards the end of August, decided to embody
the results of the two sessions held in June and August in a report which will be submitted to
the Council during its next session.

B. PREPARATORY COMMITTEE FOR THE INTERNATIONAL ECONOMIC CONFERENCE.

On September 24th, 1925, the Assembly, on the proposal of the French delegation,
adopted the following resolution:

" The Assembly,
" Firmly resolved to seek all possible means of establishing peace throughout

the world;
" Convinced that economic peace will largely contribute to security among the

nations;
" Persuaded of the necessity of investigating the economic difficulties which

stand in the way of the revival of general prosperity and of ascertaining the best
means of overcoming these difficulties and of preventing disputes:

" Invites the Council to consider at the earliest possible moment the expediency
of constituting on a wide basis a preparatory committee which, with the assistance
of the technical organisations of the League and the International Labour Office,
will prepare the work for an international economic conference.

" The convening of this conference under the auspices of the League of Nations
shall be a matter for subsequent decision by the Council. "

On December 14th, 1925, the Council considered this resolution and, on the report of
M. Hymans, took the following decisions at its next meeting (December 15th):

" 1. To appoint a Technical Preparatory Committee, consisting not of represen-
tatives of Governments or of organisations but of persons chosen as experts and
best fitted by their qualifications and personal experience for the task of preparing
for the Conference.

" 2. The task of this Committee will be to arrange for the preparation and collection
of such economic information as may assist the work of the Conference and to consider
and prepare for the approval of the Council the programme, composition, rules of
procedure and date of meeting of the Conference.

" 3. This Committee will be composed of persons drawn in part from the technical
organisations of the League and the International Labour Office, in part from persons
with experience of industry, commerce and agriculture, in part from persons of scientific
qualifications as economists, in part from persons who can express the workers' and
consumers' points of view. The Preparatory Committee will decide by a majority
where unanimity is impossible.

" 4. The Council, in special Committee, will follow the work of the Preparatory
Committee.
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"5. The Council, having considered the list presented by the Rapporteur and
the Secretary-General, authorises the issue of invitations in conformity with it and
the publication of the composition of the Committee on receipt of acceptances from
the persons invited.

" The appointments will be personal in character. In case a member is unable
to attend, the Chairman of the Preparatory Committee will be authorised to invite
another person of similar qualifications to attend in his place."

The Council decided to ask M. Gustave Ador, Chairman of the Economic and Financial
Commission, to preside over the Conference.

M. Hymans, Rapporteur, in commenting on the decisions of the Council, pointed out
that they were based strictly on the Assembly's resolution and on the discussions of its Second
Committee. The Preparatory Committee would be composed of persons sitting as experts and
not as representatives of any Government or any organisation. The Preparatory Committee
would thus be entirely untrammelled in its task.

Meeting of the Preparatory Committee.

The Preparatory Committee held its first session at Geneva from April 26th to May 1st, 1926.
The chair was taken by M. Theunis, Vice-Chairman, in place of M. Ador, the state of whose
health did not permit him to preside in person.

The members were as follows:

M. Gustave ADOR (Switzerland) (Chairman);
H.E. M. Georges THEUNIS (Belgium) (Vice-Chairman)';
H.E. M. Antonio Carlos Ribeiro DE ANDRADA (Brazil);
Sir Arthur BALFOUR (Great Britain):;
M. Ernesto BELLONI (Italy);
M. Carlos BREBBIA (Argentine);
H.E. M. Francisco DE A. CAMBO (Spain);
H.E. M. Affonso DA COSTA (Portugal);
Sir Atul Chandra CHATTERJEE (India);
M. Leopold DUBOIS (Switzerland);
M. W. EGGERT (Germrany);
Mme. Emmy FREUNDLICH (Austria);
Dr. Arthur Witter GILBERT (U.S.A.);
M. Hipolit GLIVIC (Poland);
Dr. F. HODAC (Czechoslovakia);
The Hon. David HOUSTON (U.S.A.);
M. Leon JOUHAUX (France);
M. A. G. KROLLER (Netherlands);
Dr. Clemens LAMMERS (Germany);
Mr. W. T. LAYTON (Great Britain);
M. Bogdan MARKOVITCH (Kingdom of the Serbs, Croats and Slovenes);
M. Kengo MORI (Japan);
M. Anders ORNE (Sweden);
M. Jan OUDEGEEST (Netherlands);
M. Henri PAUWELS (Belgium);
M. Henri DE PEYERIMHOFF DE FONTENELLE (France);
Dr. Alberto PIRELLI (Italy);
Mr. A. PUGH (Great Britain);
H.E. M. Armando QUEZADA (Chile);
M. Felix SALAZAR (Colombia);
M. D. SERRUYS (France);
Dr. Adam SHORTT (Canada);
Sir Hubert LLEWELLYN SMITH, G.C.B. (Great Britain);
H.E. M. DE STEFANI (Italy) ;
M. SUGIMURA (Japan);
Dr. Ernst TRENDELENBURG (Germany);
Professor Allyn YOUNG (U. S. A.).

The Preparatory Committee considered two main points arising out of the resolution of
the Assembly and of the Council.

First, it was evident that both the Council and the Assembly desired to make an effort
to reduce the number of opportunities for international conflict afforded by rivalry between
economic interests. In this respect the League of Nations could not limit its action to perfecting
methods for settling international conflicts but had to endeavour to eliminate the causes of
those conflicts.

Secondly, the Preparatory Committee was very fully aware of the serious anxiety felt
in a great number of countries at the moment with regard to their economic situation. It
realised that it had been the intention of the Council and the Assembly not to restrict its freedom
of action by too precise a programme. Its duty would be to consider in what domains the
present economic difficulties were international in character and to discover the points in respect
of which practical solutions might be contemplated, together with the appropriate methods

3



34

of giving effect to those solutions. To this end, it would be free to consult experts or to
decide to set up committees of specialists interested in the various branches of production.

After the general discussion with which the session began, the Committee came to the
conclusion that it could not make proposals as to the subjects which could suitably be included
in the programme of the International Conference without having examined closely statistical
data and other information covering the whole field of present-day economic problems. It
decided, therefore, that it would devote its first session to laying down the general lines
on which such information should be obtained, and that it would examine the resulting
documents at its next session. As the Committee was entering, therefore, only on a stage of
enquiry, it was decided that, without prejudicing the inclusion or exclusion of any given subject
from its final proposals for the agenda of the Conference, no subject should at the present
stage be a priori excluded, but that information should be obtained on all agricultural,
industrial and commercial questions which presented any considerable interest.

For the purpose of defining the subjects on which information shall be obtained and the
general character of that information, the Preparatory Committee resolved itself into three sub-
committees. Committee A dealt with agriculture, finance and the special problems related
thereto ; Committee B with industrial production ; Committee C with commerce and marketing
problems. The three Committees submitted reports to the full Committee, which may be briefly
summarised as follows:

Committee A.

(Agriculture, Finance.)

The Sub-Committee divided its enquiry into agricultural questions into two main heads:

(a) Questions of production, prices, consumption and stocks to be dealt with
under the headings of different commodities. This line of enquiry would give a
general picture of the supply of agricultural products.

(b) An enquiry into the successive links in the chain which connected production
on the one hand with ultimate consumption on the other. The principal questions
connected with an enquiry on these lines would be: (i) cost of production including
questions of rent, fiscal burdens, cost of equipment, etc.; (ii) producers' organisations
and the nature and extent of their effect on markets and prices; (iii) the additions
to cost involved in transit from producer to wholesaler, from wholesaler to retailer
and from retailer to ultimate consumer; (iv) the effect and growth of co-operative
organisations shortening the marketing process.

In connection with enquiry (a), the Committee considered that statistics of production,
while of primary importance, would not give a complete picture of the problem. It would be
necessary, therefore, to estimate values from two points of view: (1) What was the producer
obtaining for his produce by reference to other wholesale prices ? (2) What had the consumer
to pay by reference to the same standard ?

The Committee adopted 22 classes of commodities ranging from wheat and all kinds of
food stuffs to flax and rubber, concerning which statistics of production should be obtained.
For the purpose of obtaining these statistics the world was divided into nine groups.

The Committee realised that for the purpose of considering questions of price, such groups
would be unmanageable in view of the fact that prices could only be expressed in terms of
international markets and in terms of particulauar currencies. It therefore decided that gold prices
should be as far as possible quoted, and chose the nine principal markets of the world in which
to conduct its enquiries.

It decided that an average of five pre-war years, from 1909-13, should form the basis of
the pre-war statistics, and that modern tendencies should be illustrated from statistics of each
of the three complete years 1923, 1924 and 1925. The main lines of the enquiry would be:
(1) quantities produced in both series of years ; (2) quantities imported during the same periods;
(3) maximum and minimum prices in the same periods ; (4) a comparison of pre-war and existing
stocks.

The Committee hoped that a survey on these lines would show, among other factors,
the extent to which production in each year exceeded or fell short of the pre-war volume, the
extent to which overseas trade in agricultural products exceeded or fell short of pre-war quan-
tities, and the extent to which prices of agricultural products fluctuated or varied above or
below the general price level of other raw materials.

With regard to enquiry (b), material for a consideration of the conditions of agricultural
production would be available from the International Labour Office and from the International
Institute of Agriculture at Rome. As far as questions of distribution and sale were concerned,
there were many committees, official and other, in various countries with material at the dis-
posal of Committee A. There was also material available concerning the extent and effect of
producers' organisations in countries such as the United States, Canada, Australia and India.
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It was considered that the International Institute of Agriculture at Rome would be parti-
cularly suitable for the collection of statistics on agricultural production. The material collected
by it would be co-ordinated by the Secretariat with the information drawn from other sources.
The Committee appointed a special committee of experts to assist the International Institute
of Agriculture and the Secretariat.

With regard to currency and finance, Committee A desired as precise and complete a docu-
mentation as possible to be collected regarding public finance, monetary systems and credits,
and balances of payment. The Secretariat, with assistance from outside, would collect such
documentation.

Committee A further realised that the problems with which it was dealing were closely
connected with problems of population. It desired therefore that data should be collected
concerning the natural movements of populations in 1900-13 and 1924-26, the artificial move-
ments of populations, fluctuations of population arising out of the world-war, fluctuations
in potential labour forces during the next two decades, density of population in relation to
cultivable areas, economic development and the standard of life, legislation on the movements
of labour and legislation affecting international migration.

Committee B.

(Industrial Production.)

Committee B, in order to obtain the necessary information on questions connected with
industrial production, decided that:

(a) A memorandum giving in a general form a table showing the economic
situation of the entire world with regard to production and international trade should
be prepared, based on information already collected by the Secretariat;

(b) Special papers should be prepared on a number of key industries, more
especially coal, iron, steel, engineering, shipbuilding, cotton, wool, chemical products,
electrical engineering, silk and artificial silk and petroleum. These papers should be
arranged according to the following plan:

1. Preliminary survey of the essential conditions governing the develop-
ment of each industry;

2. Output capacity;
3. Actual output;
4. Number of men employed and unemployed;
5. Hours of work; output per head;
6. Wages;
7. Raw materials;
8. Customs tariffs, including prohibitions and licences;
9. Exports and imports;

10. Consumption per head in each country;
11. Prices;
12. Industrial organisation.

The statistics would cover, as far as possible, the same period as that chosen by the
other Committees - i.e. the years 1909-13 for pre-war statistics, and the years 1920-25 for
post-war statistics. The individual papers would be prepared by the Secretariat of the League
in co-operation with members of the Committee. The Secretariat would apply for information
to those organisations and institutes, more especially employers' associations, trade unions, the
International Chamber of Commerce, the International Labour Office, etc., who were in a
position to furnish it. The information to be collected would be examined by the Committee
at another session, when it would consider what conclusion should be drawn from the
investigation into the situation in the various industries and the causes of their difficulties,
and when it would decide as to the best means of verifying those conclusions, and more parti-
cularly whether a meeting of experts on certain industries should take place.

The following additional questions were to be investigated on their own responsibility
by various members of the Committee:

1. The position in various countries as regards legislation and administrative
action affecting industrial and commercial agreements;

2. Rationalisation and standardisation in industry;
3. Technical scientific progress and research;
4. Recruiting and training of technical staff;
5. Improvement of conditions of labour;
6. Delimitation;
7. Arbitration.

Committee C.

(Commerce and Marketing Problems)

Committee C drew up a preliminary draft programme concerning commercial matters
which, subject to eventual amendment, included the following subjects:
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(a) Liberty of trading:
1. Prohibitions of importation and exportation on economic grounds;
2. Regulation of imports or exports. Regime of prices;
3. Monopolies of sale, purchase or transport;
4. State trading.

(b) Tariffs:
1. Nomenclature;
2. Form of tariffs;
3. Level of tariffs;
4. Establishment and stability of tariffs;
5. Collection of duties;
6. Export duties;
7. Customs tariffs combined with other duties or exemptions;
8. Variations in tariffs in accordance with the origin of goods, the place

whence they came, their destination or the frontiers or places through which
importation or exportation takes place;

9. Preferential systems and other economic ties.

(c) Commercial agreements: advantages and disadvantages of various con-
tractual systems.

(d) Direct and indirect subsidies: advantages granted to production or
exportation.

(e) Distribution of goods.
(/) Unfair commercial practices.
(g) Juridical obstacles to international trade.
(h) Transports.
(i) Other obstacles to liberty of trading.

Committee C noted that various items in this list had already been discussed by other
committees of the League, notably the Economic Committee and the Committee on Commu-
nications and Transit, whose assistance would be requested.

The three Committees reported to the full Committee on May 1st, 1926. Their reports
were adopted and included in the Committee's report to the Council. At the closing meeting
it was emphasised that for the Economic Conference to be successful, what was required was
not an accumulation of detailed information but a successful effort to choose the main factors
of the vital problems for which satisfactory solutions might be found by means of an interna-
tional discussion. Despite the very large amount of information which would have to be collected,
the Preparatory Committee was convinced that the Secretariat would succeed in its task pro-
vided that members of the Preparatory Committee and the other organisations specifically
mentioned by the various sub-committees assisted it to the full extent of their powers.

Members of the Preparatory Committee undertook to do all they could to encourage the
creation of a favourable international atmosphere, considering that such an atmosphere was
essential to the success of the Conference. Public opinion would have to be convinced that the
proposed economic conference was directed against no one but was solely concerned with the
public good, and to achieve this the full and complete co-operation of every country and
every class was essential.

On June 8th, 1926, the Committee of the Council appointed to prepare for the Economic
Conference met and considered the report of the Preparatory Committee.

After a full discussion, it decided to note and approve that report. It noted that M. Gustave
Ador was compelled, for reasons of health, to resign his position as Chairman of the Preparatory
Committee, and appointed M. Theunis, Vice-Chairman, in his place.

On June 9th, 1926, the Council adopted the following resolution:

" The Council:
" Takes note of the report of M. Theunis on the work of the first session of the

Preparatory Committee of the Economic Conference held at Geneva in April last;
"Takes note of a letter from M. Ador stating that the state of his health prevents

him from continuing to be Chairman of the Preparatory Committee;
" Instructs the Secretary-General to express to M. Ador its regret at the decision

which he has been compelled to take and its hope for his early recovery;
" Decides to appoint M. Theunis as Chairman of the Preparatory Committee

in the place of M. Ador;
" Approves the report of M. Theunis and congratulates the Committee on the

results attained during its first session and on the method which it has followed in
organising its subsequent work;

" Invites the Chairman of the Preparatory Committee to fix, in consultation
with the Secretary-General, the date of the next session of the Committee."
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C. WORK OF THE FINANCIAL COMMITTEE.

I. FINANCIAL RECONSTRUCTION OF AUSTRIA.

1. Termination of the Functions of the Commissioner- General.

The Financial Committee, during its twenty-second session held at Geneva from June 3rd
to June 9th, 1926, after examining the closed accounts for the year 1925, recommended the
Council to declare that the financial stability of Austria was attained and to terminate the
functions of the Commissioner-General on June 30th, 1926, subject to the reservation that
these functions should be re-established, if such a measure should become necessary, under the
conditions defined in the resolution of the Council of December 9th, 1925.

The Council, acting on the report of the Financial Committee, adopted the following reso-
lution on June 9th, 1926:

"The Council

" (1) Takes note of the thirty-ninth and fortieth reports of the Commissioner-
General;

"(2) Notes and adopts the report of the Financial Committee, and in particular
the recommendation of the Committee made in agreement with the Commissioner-
General, that the control in Austria should now be terminated;

"(3) Decides, in pursuance of the last paragraph of Article 4 of Protocol III,
that the functions of the Commissioner-General shall be brought to an end on June
30th, 1926, having ascertained that the financial stability of Austria is assured;

" (4) As from June 30th, 1926, the relevant provisions contained in the Council
resolutions of December 9th, 1925, and March 11th, 1926, will come into force;

" (5) The labours of the Commissioner-General are thus terminated. When
the scheme was initiated, the difficulties inherent in the problem seemed almost
insuperable. The task has proved protracted and exacting. The fact that it has
now been successfully completed is in large measure due to the indefatigable efforts
of Dr. Zimmerman and his collaborators. The Council desires to express to him its
high appreciation of his work and its gratitude for the services which he and his
collaborators have rendered to the League and to Austria. "

The Trustees have assumed control of the administration of the special account into which
will be paid the proceeds of the gross revenues by which the services of the loan are guaranteed.
The Financial Committee has appointed its Chairman, M. Dubois, to administer the account
in which the balance of the reconstruction loan will be retained in a liquid form. M. Rost van
T6nningen has been appointed accredited representative to the Austrian Government at Vienna
to act on behalf of the Trustees and M. Dubois.

The last report of the Commissioner-General (Forty-second Report), presented at Geneva
on June 30th, 1926, contains a general statement on the results of the work of financial
reconstruction, together with information on the administration of the budget and on the use
made of the reconstruction loan up to the expiration of the powers of the Commissioner-General.

2. Budgetary Position.

The closed accounts for the year 1925 established by the Audit Office, show the following
results, which are clearly more favourable than those for the year 1924:

Ordinary Administration.

Millions of schillings

Revenues ............. 908.47
Expenditure ............ 741.38
Investments . .......... 90.64
Surplus .............. 76.45

Current Account Transactions.

Deficit . ............. 35.-

To sum up, the budgetary transactions as a whole show a surplus of 41.45 million schillings
after all the expenditure on investments has been covered, together with certain expenditure
under current account transactions which are to be regarded as advances which will later be
repaid to the Austrian Government.

On the basis of the provisional closed accounts for the first four months of the year 1926,
and the estimates contained in the provisional monthly budgets for May and June, the Com-
missioner-General estimates as follows for the first half of the financial year 1926:
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Millions of schillings
The revenues at .. .. 458.94
The expenditure at . . . . . .421.42
The investments at .. .. 74.17
The provisional deficit at . . . . . 36.65

The estimated deficit is lower than the expenditure on the investments actually made.

3. Position of the Unexpended Balance of the Loan.

Of the net products of the reconstruction loan, which amounted to 819 million schillings,115 million schillings have been used to cover current deficits, or in other words about 13 percent of the total loan; 175 million schillings have been used for the repayment of creditspreviously accorded to the Austrian Government; 51 million schillings have been usedas a deposit to guarantee the services of the loan for six months; and 332 million schillings havebeen used to cover expenditure on investments.
M. Dubois, during the twenty-third session of the Financial Committee held in London inJuly 1926, communicated to the members of the Committee a detailed statement of the balanceremaining available of the reconstruction loan up to June 30th, the date on which the functionsof the Commissioner-General were terminated. These figures do not include the Swiss Govern-ment loan of 20 million francs which was not cashed by the Austrian Government. On thisdate the total unexpended balance of the loan amounted to 244.289 million schillings, includinga sum of 26.689 millions advanced to the Austrian Government and a sum of 30 millions tem-porarily advanced to the Post Office Savings Account. Of the total of the unexpendedbalance, 177.418 million schillings was kept in the form of foreign securities, of which 26.206millions were invested in reconstruction loan bonds, and 25.172 millions were placed within

the country ; 40.181 millions (including the temporary advances to the Post Office SavingsAccount) were retained in the form of schillings.

4. Power to issue Treasury Bills.

At the request of the Austrian Government, the Committee declared itself in principlein favour of the issue of Treasury bills, reserving to itself the right to take an official decisionwhen it had discussed with the Austrian Government the text of the necessary draft law.The agreement of the Financial Committee in principle to this proposal was given subjectto the following conditions:
(a) That Treasury bills should be short-term bills, i.e. that they should maturewithin six months and they should fall due not later than fifteen days after theend of the financial year;
(b) The total amount issued should not be more than 75 million schillings;
(c) The bonds should be expressed in schillings only;
(d) They should be issued for ordinary cash requirements only;
(e) The statutes to be so amended as to enable the Bank to rediscount thebills, provided that they are endorsed by a private person who is financially solvent,or to grant advances on them, always up to a maximum of 75 million schillings;
() The Austrian Government should refund for the balance of the loan certainadvances which had been put temporarily at its disposal;
(g) The Government should finally repay within six months following thecoming into force of the law, or after the first issue of the bills, 50 million schillingsto the National Bank.

5. Construction of Telephone Cables.

At the request of the Austrian Government, the Financial Committee approved the releaseduring the year 1926 of 27 million schillings to facilitate the construction of internationaltelephone cables, the Austrian Government undertaking to make, in the budget of 1927, anappropriation of at least 44 million schillings which will be required for completing these lines.This appropriation will be provided from the ordinary budget revenue..

6. Economic Situation.

The amount of the gold reserve and foreign exchange in the National Bank have remainedalmost stable (503.182 million schillings on June 7th, 1926). The circulation slightly decreased,amounting to 787.766 million schillings on June 7th, 1926.
The deposits in the savings banks and credit institutions in Vienna have continued toincrease, amounting at the end of May 1926 to 703.25 million schillings. The index of wholesaleprices was almost stable.
During the first quarter of 1926 the national trade deficit was almost equivalent to thatshown by the statistics for the same period of the previous year, imports and exports havingbeen simultaneously reduced. Imports during the first three months of 1926 amounted to467 million schillings, and exports to 270 million schillings.
As in previous years, seasonal factors led to a decrease in the number of the unemployed,which on June 15th, 1926, amounted to only 139,000; this figure, however, was higher (about20,000) than that recorded for last year at the same period.
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II. FINANCIAL RECONSTRUCTION OF HUNGARY.

The most important fact to be noted in the period covered by the present report (April
to July, 1926) was the decision taken by the Council of the League of Nations on June 10th,
1926, to terminate the functions of the Commissioner-General.

Below will be found an analysis of this decision, but it has seemed better to precede this
analysis with a general statement of the facts concerning the budgetary, monetary and economic
position of Hungary on which the decision of the Council was based.

1. Budgetary Position.

Provisional accounts for the financial period 1925-1926 show a surplus of about 62
million gold crowns. These results were achieved although taxation during the year was
very appreciably lightened, the tax on turnover having been reduced from 3 to 2 per cent,
and the tax on sugar by 22 per cent.

In December 1925, the Hungarian Government was authorised to allocate 50 million
gold crowns, to be taken from the unexpended balance of the reconstruction loan,to be devoted
to capital expenditure during the budgetary period 1926-1927.

The Commissioner-General in the month of May approved the following schedule of
expenditure:

Millions of
1. Continuation of the construction work in the commercial and industrial gold crowns

port of Budapest ....................... 4.9
2. Loans to draining societies ............... 10.0
3. Construction of public roads and bridges . ....... 9.0
4. Completion of the subterranean telephonic cable to Vienna ..... 6.6
5. Capital expenditure on posts and telegraphs ........... 5.8
6. Loans to persons receiving allotments of land under the law for the $

reform of land tenure .................... 5.0
7. Capital expenditure on State railways .............. 3.1
8. Construction loans ... ............. 3.0
9. Loans to the communes for the purchase of animals for breeding 2.0

10. Subsidies to the co-operative dairy societies ..... ........ 0.6
50.0

2. National Bank.

The reserve of the National Bank in gold and foreign exchange underwent a slight reduc-
tion from 267 million pengo on December 31st, 1925, to 229 million pengo on June 30th,
1926. This reduction is less than had been feared, the balance of payments being generally
unfavourable during the first six months of the year.

Gold at present forms more than one-half of these reserves, the position of the bank being
sufficiently strong to enable it without difficulty to bear the loss of interest entailed by the
substitution of gold for foreign currencies.

The appreciable increase in the portfolio (134 million pengo on December 31st, 1925;
165 millions on June 30th, 1926) is the result of the progressive centralisation of state monies
at the National Bank.

During the month of April, the Treasury deposits at the " Geldinstitutszentrale " were
in effect transferred to the National Bank. This withdrawal obliged the bank to place on the
market the sums which had hitherto been furnished through the intermediary of the " Geld-
institutszentrale "

The amount of notes in circulation decreased from 891 million pengo on December 31st,
1925, to 797 million pengo on June 30th, 1926. This contraction of the circulation is normal
during this period of the year. It seems that it will be possible to satisfy the needs for currency
in the harvest season without there being any occasion to fear an excessive expansion of the
circulation.

3. Economic Position.

During the first five months of 1926, exports increased to 246 million gold crowns, as com-
pared with 226 millions in 1925; imports increased to 306 million gold crowns, as compared
with 285 millions in 1925.

The trade balance shows a deficit of 60 million gold crowns, which is virtually equal to
the deficit shown by the trade balance during the corresponding period of 1925. This deficit
need not be regarded as disquieting for the period of the year in question. The estimates, so
far as the cereal harvests are concerned, were very favourable. Deposits in the savings bank
and the bank at Budapest continue regularly to increase; they rose in June 1926 to 516
million gold crowns, as compared with 462 millions in March.

4. Termination of the Functions of the Commissioner-General.

The Financial Committee, during its session in June 1926, noted a letter from the Commis-
sioner-General, dated April 24th, 1926, in which it was informed that the Hungarian Prime
Minister intended to raise at the next session of the Council the question of terminating the
.functions of the Commissioner-General under Article 6 of Protocol No. II.

The Financial Committee, considering that the reconstruction period contemplated in
the Protocol had not effectively expired, but that it would come to an end within a few weeks,
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proceeded to an examination of the financial position of Hungary as a whole, and of the pro-
gress realised in the carrying-out of the reconstruction programme.

It observed that budgetary equilibrium had been realised in December 1924 and had
been largely assured since that date. It had been necessary to use only 25 per cent of the
reconstruction loan in order to meet the budgetary deficit, and, after subtracting the sum
of one hundred million gold crowns, to be taken from the unexpended balance of the loan which
the Hungarian Government had been authorised to devote to capital expenditure during the
budgetary years 1925-1926 and 1926-1927, there remained available a sum of 82 million gold
crowns. The monetary position was stable and the reserves and the general position of the
National Bank were entirely satisfactory. Nothing in the economic situation appeared to
endanger the equilibrium of the budget or the stability of the currency. Finally, the adminis-
trative reforms contemplated by the Protocol had been carried into effect.

The Financial Committee, on June 9th, 1926, was asked by the Hungarian Committee
to indicate whether in its opinion, taking solely into account the technical conditions of Protocol
No. II, the Council was justified in exercising the powers accorded to it by paragraph 10 of
Article 6 of the Protocol, under which the functions of the Commissioner-General would be
terminated by a decision of the Council, when the Council was satisfied that the financial
stability of Hungary was assured. The Financial Committee decided to give an affirmative
reply.

The Council, on June 10th, 1926, decided that the functions of the Commissioner-General
should terminate on June 30th, 1926, under reserve of the provisions of Article 7 of Protocol
No. II concerning the possible re-establishment of the control.

The administration of the special account into which the assigned revenues were paid will
be exercised by the Trustees after the expiration of the term of office of the Commissioner-
General. The unexpended balance of the reconstruction loan will be retained in a liquid form,
and will be placed in a separate account managed by a person appointed by the Financial
Committee except in so far as it is released for expenditure within the budget for such purposes
as the Council, on the recommendation of the Financial Committee, may from time to time
approve.

Finally, the Council desired to express in the following terms its keen gratitude for the
services rendered by the Commissioner-General: " At the moment when the Commissioner-
General is about to leave his office, on the successful accomplishment of his task, the Council
desires to express to Mr. Jeremiah Smith, jr., its deep appreciation of his work. The rapid
completion of his task at the date contemplated in the original programme is due in no small
measure to the personal qualities he has shown, to his disinterested devotion and his sound
judgment. The Council desires to express to him and to his collaborators its gratitude for the
services they have rendered. "

The significance of the decision taken by the Council was defined in a declaration made
by the Chairman of the Financial Committee to the Hungarian Committee on June 8th, 1926.
The Chairman of the Financial Committee pointed out that, as the budget had been balanced
from the end of the first half of the year of the period 1924-1925, the Commissioner-General
had not had to control in detail either expenditure or the fiscal regime, his principal task
having been to manage the assigned revenues and the unexpended balance of the reconstruction
loan. The new regime instituted by the decision of the Council leaves in existence, while
changing the persons exercising it, this double control over the assigned revenues and over the
unexpended balance of the loan.

The Commissioner-General, in execution of the decision of the Council, terminated his
functions on June 30th, 1926. The Financial Committee has appointed M. ter Meulen to ensure
the administration of the account of the unexpended balance of the loan.

In conformity with the Protocol, the duties of the Adviser to the National Bank came to
an end at the same time as those of the Commissioner-General.

The Hungarian Government asked the Financial Committee that a decision should be
taken authorising the release of the sum of 82 million gold crowns, representing the available
-unexpended balance of the loan, for expenditure on investments to be made during the years
1927-1928 and 1928-1929. The Financial Committee was of opinion that, in view of the
decisions already taken, it was not at that time necessary to authorise any new releases of
funds, and proposed to postpone the discussion of this question to a later meeting.

The Council, in its resolution of June 10th, 1926, approved the recommendation of the
Financial Committee to reserve for the moment the question of the immediate release of the
portion of the loan which remained available.

III. SETTLEMENT OF GREEK REFUGEES.

As was already stated in document A. 6. 1926, the funds at the disposal of the Refugee
Settlement Commission are coming to an end. They hardly allow the Commission to carry
out any new settlement work. The Commission has to confine its attention at present mainly
to strengthening the colonies already installed in the various provinces by improving and
adding to their equipment.

The Commission is actively organising the service of collecting payments from those re-
fugees who are already definitely settled and self-supporting. Up to the present the payments
received have chiefly been made by the urban refugees. The good results of the tobacco sales
and the favourable harvest prospects in Macedonia make it probable that a large number of
farmers will also pay part of their debts to the Commission during the summer and autumn.

All the land and properties of every kind on which the Commission has established refugees,
erected houses, etc., have been definitely transferred to the Commission by the Greek


