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FIRST COMMITTEE: EMPLOYMENT AND ECONOMIC ACTIVITY

EXTRACTS FROM THE REPORT (F THE SUB-COMMITTEE WHICH PREPARED
THE GENEVA TEXT OF CHAPTER IT - EMPLOYMENT AND ECONOMIC
ACTIVITY

As requested at the Fifth Meeting of the First Committee, the

Secretariat is circulating herewith, for information, exiracts frem
the Report of the Sub-Coammittee of the Second Session (Geneve Bocument
E/PC/'I‘/95, Rest:.ic_t;edj vhich relate to points at present under discussion
in the First Cpmnittee. The numbering of Apt,iclep mentioned in these.
extracts bas been changed to conform »}ith the numbering employed in the
Geneve draft of the Charter,

‘ "Article 4 ) . .

It vill be noted that the Sub-Committee proposes the addition
of a gentence to Article I referring specifically to the
International Labour Orgenmization, The Sub-Committes considered the
various alternative versilong of the sentence which had been proposed'
to cover co-operation 'with the appropriate inter-govermmental
orgenizations', In the 1light of the discussion both in the
Preparatory Camiﬁtee and in the Sub-éomittee it seemed appropriete

.. %Yo include a reference to the IIo. The inclusion of this reference
'_wouJ,d ,té_.ke appropria.te account of the special position occupled by
thet Organization in this field without excluding co-operation with
any other organization whose activitiss extend to the subjects
dealt with in the Article.

One delegate discussed with the Sub-Committee the emendment
proposed by his Delegation, In the discussion it appeared that the
principal difference between the proposed amendment and the version

a8 revised by the Sub-Committee arose over the use of such . . -+,
expreesions as ‘'fair labour standards' end 'sub-stendard.conditions
. of labour' in the latter version, The Sub-Committee appreciated. the
difficulty in defining such terms j:recisely. The Sub-Coxmittee
considersd, however, that sich terms, when related. to productivity

. a8 they are in the text, are valid and weefnl concepts, particwlarly
vhen account is taken of the progress achieved by the ILO and other

[bodies in giving
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* vodies ‘In’giVig conoreteness to those terms, One of the main
reasons leading the Sub-Committee to recommsnd the retention of
these torms 1s that they oxplicitly recognize the existence of a-
rolationship between unfair competition in internaticnal trede and
conditions of labov.r, pa.rticv.narly in. the ex@ort industries , when
such conditions cen be shown to be below accepted minmm s-ba.ndarda.
Article 5- : e
The - Sub~Coumittee has pfoposed a mmbervof-‘changés ‘in’-Arﬁicle 5
after an examinastion of the amcndments proposed by several Delegations,
- The Sub-Commjttee consi&ara that the revised version of this article
doscribes more.precisely than the previous text the situation which
1t 15 intended to.cover and that the responsibilities of Members ‘in" **
such & -situation &ré more clearly stated, In addition to certain -
drafting cheriges, the Sub-Committee would draw attention 't the™ % i~
eignificant-alterations proposed in the text submitted by the : Firat
Session and by the New York Drafting Committee, - T ek e “
The Sub.Committee has replaced the words ! fundamental = ¥
disequilidrium! by the expression 'persistent mals.d,juamieht‘?ir'itﬁh
-the balance of payments'. - In the view of the Sub-Committse 'the term
'ﬁmdamenta.l disequilidbrium! was not satiefactory for the rea.sorr “thet ]
-4t appears’ in the Articles of Agreement of the International*Monetaryg N
Fund vith a speciel meaning which might not be always a.pplica.‘ble to e
the -conditions: envisaged in this paragrapk, i P .'

1~ e dt

= Sub-Committes dintends to refer to & situation in which an-abhormal )
- or undesirable relationship exists betwoen the different ‘items which
‘make up that balance ‘and in perticular where a balance 1s' echioved . .
..only by meens of an.undue movement of 1’cems of the type vhich eni;er
into moneta.ry reserves, - . : T T e e
The characterization of the state of affeirs as cne in which
the. porsistent maladjustment 'is a mejor factor in e situition dn. . _
- Which other Members are involved in valance of payment d:i'"iculties'
. 1e-intended«to Btress;- f1rstly, thet balance of payments * Ty
difficulties are-not necessarily ceaused by meladjusizents’ within"";? .
- another.countty!s balance of payments, and secondly, that’ the”"ﬁ"
- Article=is intended. to apply only-when the persis'bent mala.ﬂ.dusmen P
is a maJor factor in the situation, - S H- '
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‘the Sib-Comittee has éxpanded the phrage:in: the- fon'her"terba

:..-_ TP NS R

'he.ndica,p them. inamaintaining employment' 'ha.ndicap 'l‘-bem

restriqﬁ?:qy' _Thig change 1s dosigned to meke 1t clear that the ..
o /purpose of the Artj,clef'.-~
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purpose of-the Article is that suitable actian should be taken 50
that Members may be able hot merely to pursue the objective of

- maintaining employment, prodiction ard demand, but also to do so
without resorting to trsde restrictions as & meens of remodying
..thoir balance of payments difficulties,

‘ The words ‘while eppropriate action shall be taken by the
othor Members concerned! have been added to make it clear that all
Members involved in the-situation have a rosponsibility to take
vwhat action thoy eppropriately can to assist in overcaming the
difZicultios. : )

There . -are various measns by waich situations of this kind can
be corrected, some of which have been indicated in Section E on
vage 5 of the Report of the First Session (E/PC/T/33). It seems

- desirable, however, that wherever possible, methods which expand
rether -than contract intermational trade should be employed, With
this consideration in mind, the Sub-Cammittee has suggested the
addition of the second paragraph of this Article,

Mrticles 6 and 7 . :

It will be noted that the order of the Articles mumbered T and 8
in tho Now York draft has been roversed. This re;arrangement of the
text reé\ﬁﬁSd from the Sub-Committss’s discussion growing out of
emendments proposed by two Delsgations, One proposal with regpedt e
to Safoguards for Members subject 1o Extermal Deflationary Pressure
provided for the convening of an inter-governmental conforence by:
the Organization in such & situstion end, where a Member considered
that there had been unreasonable delay in this procedure, permitted
that Mexber to take emorgency action, which would have to be

withdrawn if subssquently disallowed by the Organization, The other
amendment suggected that affected Members might need to take action
'separately or in cojunction with other Members',

The first conclusion of the Sub-Cammittee in considering these
proposals was that the Chapter should be strengthened by providing
that the Organization should initiate consultations among its
Menbers if an urgent situation arose involving the international
spread of a decline in employment, production and demand, Cases
might arise in whick the contemplated arrangements for cansultation
and planning of concerted action under tho auspices of the Econcmic
and Social Council would involve undue delay, thus lesding to a
further deterioration of the position of the Membors affected and
increasing the likelthood of their adopting restrictive measures
of defense, It was therefore felt that, consistently with the

Jeuthority
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authority of ibs:Crganization.under Artiole £8.(b):to .farilitate .,
consultation among Members-on all guestions.relating to the provisions
of ::the:Chartsl;, e ftow.paragraph should: be added.to.the article: dealing
with-Consultation:and Exchange of:Information,. permitting:the -
Organization itself to initiete consultationa in sych. a situation; It
also appearedrlogicel.at this.point; - to transpose the-two. erticlos
in-order to émphasize :further’ the desirability.of seellng cdnsuliation
for the purposeicf-resclving.economic difficulties. wherever posgeible
wilthout yesortrto: release ‘from Charter cbligations, - & ..: . ie &iix
With these changes mado, 1t was agreed thut the new ArticleT
cbotld be retained witHout: amendment, .The Sub-Cormittes.noted the
fact -that . tthe: prévisions of this Charter!.referrsd to.-in.thigs .o
Article include.clalises in Articles 2I, 23, .25-29, 40,.41;.59,:T4;
89:and 90,1t récognized:in this.connectionthat.e. seriousioriabrupt
de¢line: in-éxternal:demsnd might constitute a !sltiation!-within.the
meaning:of -Article 89,-cr the texcoptional cirlumsianceb!s;yefexred
to in paragraph 3.of Articls:T4, It took note of. therintestion:ef
the Preparatory Comitteo as expressed in the Reppri-of:the First
- :Session :(E/PC/T/33); Particularly.in Section F.on:psgeid;: &

* pavagrapbt. k. (b)-and 4:(c).(4) on.page-11, paragraphs:3 €1) op:page 15
and ‘Section D.2:on page 22, to insiwe. that .thare be adequsts: vt
safeguards in.the-Charter toimset situstions rei‘erred. to-in:Aridode 8
but-to recommend mon-restrictive solutions for such situgtionaciss:
Possible..either through the-Orgenization or through:the:-aesiglance: of
.other interns’icnal bodles,..The Sub-Committee endorges. theee :views,.."
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