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: It is to be expected that the discussion on item C.3 of the

Provdsional iAzernda will develovr olong the lines suggested by iarticle

n

1 of the suggested United States Charter. The Tollowing remerks are
destined to contribute, if possible, to some clarification of the different

aspects of this most difficult and controversiul problem,

1. It would seen obvicus that, in the opinion of the asuthors of the
Charter, srticle 21 on non~discriminatory usdminictration of the quantita-

tive restrictions should upply to the vhole of Sestion ¢. of Chapter IV.

of the Charter, i.c. to irticle 19 and to .Article 26.  In cther vords,

the proposed ruies of non-discriizinetion of quantitative restrictions
cover, both, restrictions irposed or maintuined in order to desl with
specizl situation vithin the country concernsd (Article 19 paragraph 2 -e)
anl thosc destined to restorc equilivrium of the balence of* poyments
" (irticle 20). In this sueord case they should sgply during the transition
period (sArticle 20 paragroph 2) and. in exccptional circumstances, after
such =2 period (Lirticle 20 paragraph 3).

It secus then to follcow from the foregoing that the non-discrimination

rules -contained: in irticle 21 oi' the suggested Charter are to be applied

to odl1 gquantitative restrictions imposed or maintoined ot sny time, with
the only exceptions mentioned in irticle 22 wd referring to irticle VIL.
and Article XX Section & (g) of the International ijonetory Tund, to the
utilization for irports of non-convertible currencies, to the @istribution
of cormodities in short supply nnd to the futwe inter-governmental

commodity esgrecmants,
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2. article 21 paregraph 1 mékes, norgover, & distinction between the
three types of guantitive restrictions, i.e, quotas, licensing systems
cnd "other non-guota methods!. It zppeears, rinally, that the authors
of the charter intend te give profersnce to the use of quotes os against
the two other systems of restrictions.

)
3. It should, pérh::ps, be rcriniéd that, as T'or as contincntal Burcpe
was concerned, two different types of quontitative restrictions destined
to achieve two Jdifferent aiss have peen used during the inter-war perioed
any, in particulor, dwing the 'thirties, They :\rc

(2) the systen of import ond export prohibitions consisting in an

over-all prohitition of import or export of = given commodity; on

the basis of such cn over-all measurce bilaterai agreements have been
negotiated vith countries which 1crv the nost interested in imports

or cxports ¢f the pronibited cor.zr.‘o&ity and "contractucol quotas" have
been fixed, on reciprocal basis, thus lifting partly the prohibition;
thesc guotos had very different choracteristics from those dealt with
in the suggested United Stotes churter; in foet, they consisted in 4
o seriecs of bilatorzl quotas 2llotted to different countries in
cecordeonce with the extent of concessions granted by-each of them on
the bvasis of reeiprocity; thus, no "global gquota" for any of the

prohibited corriodities could have been established, as the number of

partner: to these tilateral cgredaents snd the extent of mutual

concesszions granted by any of them varied in accordance to the situa-
tion; moreover, the estoblishing of o "global quota! was the more
superflucus that the vhole systen was destined not to protect the

hone norket but to defenl and to.restore the gguilibrium of the

baleonce of poyments of the country concerned; the "econtractual quota®
could be larzoer or sacller in accordance with partner's concessions
in the sauc or in another ficld of the currcnt account of the balance
bettcr the situation of ths bilatersl Lelance of payments betwecn

the country concerned and its portner, the isports of the prohibited
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cormodity could sven dncreose cbove the level existing before

the introduction orf the prohibition;

zested United

(b) the systom of quotas (in the neoning of the sug
States Charter) introduccd in Vestern ZEurcpe since 1931 and destined

-

exclusively to orotect the homs morket (chicfly those of agricultura

products) from bein: subicrced by the much incrcersing imports from
several prinacy veodusing wnd spricwltural countries where the

breckdown of prices

. particularly heovy; it should be noted that,

at least at that time, the Tostern Europé:‘.n countrics which used this
systen of restrictians' were not faced by ony thriat of disequilibriun
. .
in their bclonce of' poyments; on the other hard, the increasing
corpetition of the cheop foreimn irports made it neeessary to protect
the rentability of thuir ovmn productions;  the burdensome surplus of
irports in ony of the cormoditics concernsd could be fairly easily
estchblished teforehand o.;zd, thus, = "slobal quota" of future imports
fixed with o faoir accuracy; there was no necessity for any bargeining
with any of the export-ing countries, as the mensure \‘:‘s,s purely
defensive;  thus, the ollotment of import shoares within-a given
guota to the most intcerested partncrs.could te (wnd, in faect, was)
estaeblished on basis of a goncral eriterion (the, so celled, "repres-
entative period"); the result of the neasure wos clwoys the expected
drop in irports of the coummddity concerncd,

L. This expericnce of the past :xight, perhops, serve os basis for the

-

future provisions of the intcrnationnl agreument econcorning the rules of
world trade. It noy be, For dnstunee, sofely cssumed thoet the non-
: ' . LN .
discrimination provisions of Article 21 of the su gested Charter can
L

perfectly well cpply tou thiz kind of quantitotive restrictions which are

¢ nature of these "home

erbedied in Article 19 poragrnph 2 a-e, Ao

norket restrictions” scums to suit wery well the provisions concerning

the estoblishment of "globol quotas", their proportionate cllotment to

different countries etc. 'On the other hand, the spplication of
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Artivle 21 to the "balonce of payments restrictions' undsr srticle 20
would seen rather doubtiul. |

5. The chief zim in restoring equilibrium of o balance of payments Iis
to.eliminate its deficit. This deficit is defincd in Article 20 paragroph
3 (3) by means of referring to Article XIX (i) of the Internaticnal
Mcenetory Fund.  Under the provisions of this last Article, the deficit

in question is defined as the deficit on current account of' the balance

of payments, this cccount being formed. by its difforent component paris

.such os:
(2) a1l payuents due in commection with foreien trade, ot_:her‘
curr:?nt.business, including services, and normcl short-term banking
and credit foacilities;
(b) payments due os interest on loins ond ns net ‘incc.:‘.e frem
other investnents; |
(e) poynents of mederate amount for mmortizavion of loans and for
) "irec’r: investnents;
(@) moderate rerdittances for family living expenses.
6. If the provisions of irticle 21 are to opply to quantitative ’
restrictions destined to restorce equilibriunm of a2 balance of poyments, 1t
would mean that the authors of the Chaorter are envisaging this restoration
only by means of restricting poyments in comnection with imports. It
would appear, hcwever; thot éhere are many other ways of achieving the same
aim and this becousc of tiue verious character of p::)’:r;cnt;: forming the
current account of a bolance of payments., In this ct;nnection distinction
should be.made between the peried of transition zs defined in Article 20
paragreph 2 cnd the subsequent period mcntioned. in pcragraph-B of tho sane
Article,
7. During the period of transition (which, by the wey, should be defined
rather along the lines embodied in frticld XIV Sections 2 ond 4.01“ the

Internationel ionetary Fund) it ...st be assumed that exchonge controls and

trade restrictions will remcin in force in a great nuber of countries.
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Normsl trade relations will be hampered, exchonge of services reduced to

a snell scale, intercsts on loans lef't unpaid, credit facilities (cven on
short -tern opcra‘gions) cither suspended or, at least, only reluctantly
admivted. There seens, therecfore, to exist a vast field where different
countries may have the opportunity to iiprove, by neans of bilateral arrange-
nents witfl their most important paftners, the global value of poyments on
their current account, thus contributing to a partiel restoration of their’
trade under thesc difficult and abnormal conditions. By combining, in

a bilateral way, the imports and exporté of goqu with cxchange of services
(tourism, transit, shipping opera t:.ons, «.tc ) and with other paoyments on
current account a corplete stagnation of international trade in the most
stricken parts of the world can be avoided. The prinary condition of
such cperations must, however, consis# in a suspension of the non-
discrimination rule in regord to quontitative restrictions, as, naturally,
21l these deals cannot be made ¢n the basis of the most-favourcd-nation
principle. Thus, during the transitional periocd, the choice scoms to

be either to abandon any hope for a gradual ;‘estoratian of world trade in
the most disintegrated econcmies of the world or to admit bilateral opera-
tions, even if they are based on certain discriminatory practices.

8. uch can be said in favour of such "unorthodox" .operations not only
from the realistic but also from the purcly theoretical peint of view.

In a '"note on employment policy and foreign trade™ presgnted to the
Preparatory Committee by the Steretariat (doc. F/FC/T/¥.2.) we read on
page 10:

*As regards structural changes, both cxports and imports may
be subject to adverse fluctuations, whercas cyclical changes will
originally affect only the volumc of exports. In both cases,
however, the pol:.cy of the country may be to restore the balance
of paynents by decreasing imports and increasing exports compara-
tively to the cmount that would have taken piace in the absence
of intervention,"”

This remark secms perfectly well founded. In fact, the restoration

of equilibrium of a balance of payments is not necezsarily connected with
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a cut in imports (vhich is the only resul® of the opplication of rigid

‘quotas) but clso with an inercase in exports, oil kinds of credit opera-
tions, additional export of services cte. Governmental. intervention
shoul:l,. indeecd, operate cn.both sides-of the current account and not be
limited solely to the decresse of expenditurc.  This, of course, is only
possible vhen a rore elastic system is opplied in administering quantitative
restrictions, A

9. 4 special renmark should be made, ‘finally, concerning the situation
during thc pericd subsequent to the transitionsl stege. Here, of course,’
the field for bilateral ovecrations in view ol restoring equilibriun of

a balance of payments will be far more restricted. As, in most of the
countries of the world, exchenge controls and quantitative restrictions
will, at that tinc, disappenr, clenients for deals concluded on a bilateral
basis will become gsearce,  This will not mean, however , that the only way
to use, during that period, guontitative restrictions allowed under
Article 20 par'\ graph 3 of the suggested Charter, will be that of cutting
irports by neans of gquotas, Thers scen to exist at least two ways for
other operations, not nucessarily involving o shrinking of internationel
business of a country, as erpressed in its current account of the balance
of pa;m‘en‘ts. These two opcrations whish can take place during a pericd
when thc majority of the countrivc of the world will restore a more free

systen of trade, arc tied loms m.l bulk purchases. It docs not scem

3 o

neeessary to enter, at this stage of' discussion, into a rwere detailed
analysis of the two (and, possidly, other) possibilities.

10. The purpose of thiz paper is to prove that « governm::nt\al inter-
vention with the aim of restoring equilibvrium of a balance of payments
ceannot be restricted solcly to the use of quotas (in the neaning given

them by the suggested United States Charter). It would oppear, mOreover,

that some kind of a more clastic system (bilateral quotz sgreenents or
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lice:‘nces) are, in fact, wre or less inherent to un action undertoken

to protect the cquilibrium of a balanse of payments, unless, of course,

the only internationally epproved way of such = protection \';ould consist

in cutting irports of goods withcut any attempt to maintain or to increase -

in spite of' the protective meosurcs -~ the jglobal volue of' exchanges on

~cvrrant ancount.



