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COMMITTEE OF THE UNITED NATIONS
CONFERENCE ON TRADE AND

EMPLOYMENT

PART I

Introduction

1. At its First Session1 held in London in
October and November 1946, the Preparatory
Committee adopted a resolution establishing a
Drafting Committee. The resolution, after stat-
ing that it was desirable that further drafting be
done on the basis of the work carried out at the
First Session of the Preparatory Commiittee and
before the commencement of. the Second Ses-
sion, directed the Drafting Committee, com-
posed of representatives of the members of the
Preparatory Committee, to meet in New York
from 20 January 1947 and to complete its prep-
aration of a report for consideration at the Sec-
ond Session no later than 28 February 1947. It
was resolved that it would be the function of the
Drafting Committee to prepare a Draft Charter2
or Articles of Agreement based upon the Report
and other documents of the First Session, edit-
ing for clarity and consistency the portions of
the text on which the Preparatory Committee
came to a substantial identity of views, prepar-
ing alternative drafts of those portions on which
there rernained a division of general views and
preparing suggested drafts covering such un-
completed portions as were referred to it by
the Preparatory Committee, together with such
explanatory notes and commentaries as the
Drafting Committee might consider desirable
and useful.

2. The Drafting Committee was convened at
the temporary headquarters of the United Na-
tions, Lake Success, New York, on 20 January
1947 and concluded its work on 25 February
1947, having held a total of twenty-nine meet-
ings. Representatives from all the members of
the Preparatory Committee attended, with the
exception of the Union of Soviet Socialist Re-
publics which stated that it was not in a position
to take part in the work of the Drafting Com-
mittee. Colombia and Mexico sent representa-
tives to obscene the proceedings, in which the
representatives of the Food and Agriculture Or-
ganization, the International Bank for Recon-

1 Whenever the words First Session or Second Ses-
sion are mentioned the First or Second Session of
the Preparatory Committee is understood.
2 Whenever the word "Charter" standing alone to
used in this Report, it refers to the Charter as
drafted by the Dratting Committee; when other texts
or the Charter ot the United Nations are referred to,
the full title is given.
By retaining the title of "Charter" the Draftlng

Committee did not intend to indicate that it ap-
proved or disapproved ot the use of this term. This
is a point which may need to be considered at a
later stage.

struction and Development, the International
Labour Organization and theInternational
Monctary Fund actively participated.

3. The Drafting Committee availed itself of
the Rules of Procedure of the First Session and
worked according to the following plan. An ex-
amination of the text of each Article of the
Charter drafted at the First Session was first
made in plenary session together with any
amendments introduced by delegates or sug-
gested by the Secretariat. During this examina-
tion a new text of each Article which had been
amended was established and reproduced by .he
Secretariat for second reading a few days later.
After each Article had been examined a second
time in plenary session, the text then agreed was
referred to a Legal Drafting Sub-Committee.
Finally all texts were again, examined when the
draft report was approved.

4. The procedure outlined above was fol-
lowed with most of the Articles of the Charter.
However, to deal with Articles for which no de-
tailed and generally agreed text had been es-
tablished at the First Session, the Drafting Com-
mittee decided to constitute at an early stage
of its work sub-committecs to prepare texts for
examination by the Drafting Committee at a
later stage. Thus, a Technical Sub-Committee
to prepare drafts of Articles 15 to 23 inclusive
and Article 37 was set up and an Administra-
tive Sub-Committee which worked upon Ar-
ticles 1, 2, 64, 68 and 72 to 77 inclusive. Apart
from preparing. a draft Charter, the Drafting
Committec was charged with providing a more
detailed draft of the General Agreement on Tar-
iffs and Trade, based upon the outline drafted
at the First Session. For this purpose a Sub-
Committee on Tariff Procedures was established.
Although the sub-committees were of restricted
membership, all delegates to the Drafting Com-
mittee were accorded the right to participate in
the proceedings of the sub-committees at any
time and frequently availed themselves of this
facility. In addition, in a number of cases, the
Drafting Committee established ad hoc sub-
committees to deal with specific points.

5. In view of the technical and detailed na-
ture of the work performed by the Drafting
Committee, all of its meetings were held in pri-
vate. The public, however, was kept informed
of the work being done by means of press re-
leases arranged by the Secretariat, which gave
a press conference as the close of the meeting.
It was agreed that the report of the Drafting
Committee should bc classified as a restricted
document, not for publication until such time
as the Preparatory Committee itself might de-
cide otherwise.

6. The officials of the Committees and Sub-
Committees were:



Drafting Commiflee
Chairman: Mr. Erik Colban (Norway).
Vice-Chairman: Mr. B. N. Adarkar (India).

Adminstrative Sub-Committee
Chairman: Dr. G. Alamilla (Cuba).

Legal Drafting Sub-Committee
Chairman: Mr. A. Kojeve(France).

Tarif Procedures Sub-Committee
Chairman: Mr. B. N. Adarkar (India).

Technical Sub-Committee
Chairman: Mr. R. J. Shackle (United King-

dom).

7. Purely editing changes are normally not
mentioned in the commentary contained in Part
II of this Report. Square brackets have been
used to enclose working, the adoption of which
is left for future consideration. Reservations
made at the First Session and maintained at the
meetings of the Drafting Committee are re-
corded in the commentary.

8. Although the terms of reference of the
Drafting Committee did not require it to dis-
cuss arrangements for and procedures at the
second session, it was felt that the Committee
provided a convenient ground for further ex-
changes of views on this question between gov-
ernments. Accordingly, a discussion of arrange-
ments and procedures' was carried out and in-
formal agreements reached which it is hoped
will materially assist the members of the Pre-
paratory Committee in making their plans for
the Second Session.

2



PART Il

Draft Charter and Commentary

CHAPTER I. PURPOSES

Article 1

General Purposes
In pursuance of the determination of the

United Nations to create conditions of economic
and social progress essential to world peace, the
States party to this Charter hereby establish an
International Trade Organization through which
they will work for the fulfilment of the purposes
set out hereunder:

1. To promote national and international
action:

(a) Designed to realize the objectives
set forth in the Charter of the United Na-
tions and particularly in Article 55 (a)
thereof, namely, higher standards of liv-
ing, full employment, and conditions of
economic and social progress and develop-
ment;

(b) For the expansion of the produc-
tion, exchange and consumption of goods,
for the achievement and maintenance in
all countries of high and steadily rising
levels of effective demand and real income,

for the development of the economic re-
sources of the world, and for the reduc-
tion of tariffs and other trade barriers and
the elimination of all forms of discrimin-
atory treatment in international commerce;

(c) To avoid excessive fluctuations in
world trade and contribute to a balanced
and expanding world economy.

2. To further the enjoyment by all Mem-
ber countries, on equal terms, of access to the
markets, products and productive facilities
which are needed for their economic pros-
perity and development.

3. To encourage and assist the industrial
and general economic development of Mem-
ber countries, particularly of those still in
the early stages of industrial development.

4. To facilitate the solution of problems
in the field of international trade, employ-
ment and economic development through
consultation and collaboration among Mem-
bers.

5. To enable Members, by increasing the
opportunities for their trade and economic
development on a mutually advantageous
basis, to avoid recourse to measures which dis-
rupt world commerce, reduce productive em-
ployment or retard economic progress.

Paragraph 1 (b)
A number of delegates favoured the term

"stable" instead of "steadily rising".
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CHAPTER II. MEMBERSHIP
Article 2

1. The original Members of the Organiza.
tion shall be those countries represented at the
United Nations Conference on Trade and
Employment whose Governments accept this
charter by 194 or, in the event
that this charter has not entered into force by
that date, those countries whose Governrnents
agree to bring this charter into force pursuant

to the proviso to paragraph 3 of Article 88.

2. Subject to the approval of the Conference,
membership in the Organization shall be open
to other countries whose Governments accept
this charter.

3. The Conference shall establish procedures
which will open a membership in the Organi-
zation to the United Nations on behalf of the
Trust Territories for which the United Nations
is the administering authority.

4



CHAPTER III. EMPLOYMENT, EFFEC-
TIVE DEMAND AND ECONOMIC

ACTIVITY
Article 3

Importance of Employment in Relation to the
Purposes of This Charter

1. The Members recognize that the avoid-
ance of unemployment or under-employment
through the achievement and maintenance in
each country of useful employment opportun-
ities for those able and willing to work, and
of a high and steadily rising effective demand for
goods and services is not of domestic concern
alone, but is a necessary condition for the ex-
pansion of international trade, for the well-
being of other countries, and in general for the
realization of the purposes of this Charter.

2. Members agree that, while the achieve-
ment and maintenance of effective demand and
employment must depend primarily on domestic
measures, such measures should be assisted by
the regular exchange of information and views
among Members and, so far as possible, should
be supplemented by international action spon-
sored by the Economic and Social Council of
the United Nations and carried out in collabora-
tion with the appropriate inter-governmental
organizations acting within their respective
spheres and consistently with the terms and
purposes of their basic instruments.

Article 4

Maintenance of Domestic Employment
1. Each Member shall take action designed

to achieve and maintain full and productive
employment and high and stable levels of ef-
fective demand within its own jurisdiction
through measures appropriate to its political,
economic and social institutions.

2. Measures to sustain employment and de-
mand shall be consistent with the other purposes
and provisions of this charter and in the choice
of such measures each Member shall seek to
avoid creating balance-of-payments difficulties
for other Members.

Article 5
Fair Labour Standards

Each Member, recognizing that all countries
have a common interest in the maintenance of

fair labour standards, related to national pro-
ductivity, shall take whatever action may be
appropriate and feasible to eliminate sub-stand-
ard conditions of labour in production for ex.
port and generally throughout its jurisdiction.

Article 6

The Removal of Maladjusiments in the Balance
of Payments

Members agree that, in case of a fundamental
disequilibrium in their balance of payments in
volving other countries in persistent balance-of-
payments diffiulties, which handicap them in
maintaining employment, they will make their
full contribution to action designed to correct
the maladjustment.

Article 7

Safeguards for Members Subject to External
Deflationary Pressure

The Organization shall have regard, in the
exercise of its functions as-defined elsewhere in
this charter, to the need of Members to take
action within the provisions of this charter to
safeguard their economies against deflationary
pressure inthe event of a serious or abrupt de-
cline in the effective demand of other countries.

Article 8

Consultation and Exchange of Information on
Matters Relating to Employment

The Members and the Organization shall
participate in arrangements made or sponsored
by the :Economic and Social Council of the
United Nations, including arrangements with
appropriate inter-governmental organizations:

(a) For the systematic collection, analysis
and exchange of information on domestic em-
ployment problems, trends and policies, includ-
ing as far as possible information relating to na-
tional income, demand and the balance of pay-
ments;

(b) For consultation with a view to concerted
action on the part of governments and inter-
governmental organizations in the fild of gov-
enments and inter-governmental organizations
in the field of employment policies.

GENERAL COMMENTS

It was felt that Article 5 of the charter drafted
at the first session, referring to the development
of national resources and productivity, ought more
logically to appear in chapter IV "Economic De-
velopment'. Article 5 was, therefore, removed
from chapter III and inserted in chapter IV as
article 10. With a view to expressing more ade-

quately the sense of chapter III, the title was
amended to read "Employment, Effective De-
mand and Economic Activity".

SPECIFIC COMMENTS
Article 3

As it was felt that the title of Article 3 was too
narrow in relation to the contents of this article,

5



it was amended to read "Importance of employ-
ment in relation to the purposes of this charter".
Paragraph 1

(i) The importance of the achievement and
maintenance of useful employment opportunities
for those able and willing to work and of a high
and steadily rising demand for goods and services
was further stressed by adding the phrase "for
the well-being of other countries" after the words
"expansion of international trade".

(ii) It was felt that the last sentence of para-
graph 1 as drafted at the first session was intended
to set forth an undertaking, whereas article 3
otherwise merely contained a recognition of prin-
ciples. The sentence in question was, therefore,
deleted from article 3 and inserted in article 4
as paragraph 2.

Article 4

As explained above the last sentence of para-
graph 1 of Article 3 of the former text was incor-
porated as paragraph 2 of Article 4. In addition
to some minor drafting changes in this Article,
the words "other countries" in paragraph 2
were replaced by "other Members".

6

Article 5

(i) It was suggested that a reference to the
International Labour Organization, whose func-
tions include the problem of maintaining fair
labour standards, should be inserted in this article.
However, on the understanding that the main
work in this field should be carried out by the
International Labour Organization and that, most
members being also members of that Organization,
they would normally co-operate closely with it
in giving effect to the undertaking set forth in
Article 5, it was agreed that such a reference was
superfluous.

(ii) One delegate reserved his position with
regard to this article.

Article 7

One delegate, considering a serious decline in
effective demand as having effects in all respects.
comparable to those of a crisis of overproduc-
tion, was of the opinion that Article 7 should es-
tablish a procedure similar to that laid down in
Chapter VII with a view to meeting crises of
overproduction in certain commodities.



CHAPTER IV. ECONOMIC DEVELOP-
MENT

Article 9

Importance of Economic Development in Re-
lation to the Purposes of This Charter

The Members recognize that the industrial
and general economic development of all coun-
tries, and particularly of those in which resources
are as yet relatively undeveloped, wiil improve
opportunities for employment, enhance the pro-
ductivity of labour, increase the demand for
goods and services, contribute ultimately to eco-
nomic stability, expand international trade, and
raise levels of real income, thus strengthening
the ties of international understanding and
accord.

Article 10

Development of Domestic Resources and
Productivity

Recognizing that all countries have a com-
mon interest in the productive use of the world's
human and material resources, Members shall
take action designed progressively to develop
industrial and other economic resources and to
raise standards of productivity within their jur-
isdictions through measures compatible with the
other provisions of this Charter.

Article 11

Plans for Economic Development
1. Members shall co-operate with one another

and with the Economic and Social Council of
the United Nations and appropriate inter-gov-
ernmental organizations in promoting industrial
and general economic development.

2. The Organization, upon the request of
any Member, shall advise such Member con-
cerning its plans for economic development and
shall, within the competence and resources of
the Organization and on terms te be agreed,
provide such Member with technical assistance
in completing its plans and carrying out its
programmes or arrange for the provision of such
assistance. The Organization may, in accord-
ance with the principles of this Chapter. con-
sult with and make recommendations to Mem-
bers and appropriate inter-governmental organ-

izations rclating to the encouragement of the
industrial and general economic development
of Member countries.

Article 12
Means of .Economic Development

1. Progressive economic development is de-
pendent upon adequate supplies of capital funds,
materials, equipment, advanced technology,
trained workers and managerial skill. Accord-
ingly, the Members shall impose no unreasonable
impediments that would prevent other Mem-
bers from obtaining any such facilities for their
economic development and shall co-operate in
accordance with Article 11, within the limits
of their power, in providing or arranging for
the provision of such facilities.

2. Each Member, in its treatment of other
Membersand of business entities or persons
within the jurisdiction of other Members which
supply it with facilities for its industrial and
general economic development, shall not only
carry out all relevant international obligations
to which it may be subject or which it may un.
dertake pursuant to sub-paragraph (c) of Ar.
ticle 61 or otherwise but also shall in general
take no unreasonable action injurious to the in.
terest of such other Members, business entities
or persons.

3. Any Member, or with the authorization
of a Member, any affected business entity or
person within that Member's jurisdiction, may
submit to the Organization a complaint that ac-
tion by another Member is inconsistent with its
obligations under this Article. The Organiza-
tion may, without prejudice to the application of
Article 35, request the Members concerned to
enter into consultation with a view to reaching
a mutually satisfactory settlement and may lend
its good offices to this end.

Article 13

Governmental Assistance to Economic
Development

1. The Members recognize that special gov-
ernmental assistance may be required in order
to promote the establishment or reconstruction
of particular industries and that such assistance
may take the form of protective measures. At

Article 9

The word "ultimately" was inserted before
"to economic stability" with a view to avoiding
the misleading impression that widespread indus-
trial development in less developed countries
would lead more or less automatically to en-
hanced economic stability. This addition stres-
ses the time factor by pointing out that the de-

sired degree of stability can only be attained
through a combination of development and gen-
eral readjustment measures.

Article 10

(i) This Article was transferred from
Chapter III, as explained in the General Com-
ments on that Chapter.



the same time they recognize that an unwise
use of such measures would impose undue bur-
dens on their own economies, unwarranted re-
strictions on international trade and might in-
crease unnecessarily the difficulties of adjustment
for the economies of other countries.

2. (a) If a Member, in the interest of its pro-
gramme of economic development, considers it
desirable to adopt any protective measure which
would conflict with any other provision of this
Charter, or with any obligation which the Mem-
ber has assumed through negotiations with any
other Member or Members pursuant to Chapter
V, it shall so notify the Organization and shall
transmit to the Organization a written state-
ment of the considerations in support of the
adoption of the proposed measure. The Organi-
zation shall promptly inform those Members
whose trade would be substantially affected by
the proposed measure and afford them an oppor-
tunity of presenting their views. The Organiza-
tion shall then promptly examine the proposed
measure in the light of the provisions of this
Chapter and other relevant provisions of this
Charter, the considerations presented by the
applicant Member, the views presented by the
other Members which would be substantially
affected by the proposed measure and such
criteria as to productivity and other factors as
it may establish, taking into account the stage
of economic development or reconstruction of
the applicant Member.

(b) If, as a result of its examination pursue-
ant to sub-paragraph (a), the Organization con-
curs in any measure which would be inconsistent
with any obligation that the applicant Member
has assumed through negotiations with any other
Member or Members pursuant to Chapter V
or which would tend to nullify or impair the
benefit to such other Member or Members of
any such obligation, the Organization shall spon-
sor and assist in negotiations between the ap-
plicant Member and he other Member or Mem-
bers which would be substantially affected, with
a view to obtaining substantial agreement. Up-
on such agreement being reached the Organiza-
tion may release the applicant Member from the
obligation in question or from any other rele-
vant obligation under this Charter, subject to
such limitations as may have been agreed upon
in the negotiations between the Members con-
cerned or such further limitations as the Organ-
ization may impose.

(c) If, as a result of examination pursuant
to sub-paragraph (a) e Organization con-
curs in any measure, owner than those provided
for in sub-paragraph (b), which would be in-
consistent with any other provision of this Char-
ter, the Organization may release the applicant
Member from any obligation under such pro-

vision, subject to such limitations as the Organi-
zation may impose. One delegate with the sup-
port of three other delegates, submitted the fol-
lowing additional text to Article 13:

1. Members agree that they will not impose
new or intensify existing quantitative restrictions
on imports for protective purposes except when
such restrictions are no more restrictive in their
effect than other forms of protection.

2. The Organization may at any time invite
any Member which is imposing quantitative re-
strictions on imports under paragraph 1 to con-
sult with it about the forrn and extent of the
restrictions and shall invite the Member substan-
tially intensifying such restrictions to consult ac-
cordingly within thirty days. Members agree to
participate in such discussions when so invited.
The Organization shall within two years of its
institution review all restrictions existing at its
institution and subsequently maintained under
paragraph 1.

3. Any Member applying or intending to
apply quantitative restrictions on imports under
paragraph 1 may if it so desires consult with the
Organization with a view to obtaining the previ-
ous approval of the Organization for restrictions
which it intends to maintain or to impose or for
the maintenance or imposition in the future of
restrictions under specified conditions. As a re-
sult of such consultation the Organization may
approve in advance the maintenance, imposition,
or intensification of import restrictions by the
Member in question in so far as the general cx-
tent, degree and duration of the restrictions are
concerned. To the extent to which such ap-
proval has been given, the action of the Member
imposing restrictions shall not be open to chal-
lenge under paragraph 4 in so far as it relates
to action taken in conformity with paragraph 1.

4. Any Member, which considers that any
other Member is applying import restrictions
under paragraph 1 in a manner inconsistent with
the terms of that paragraph, may bring the mat-
ter for discussion to the Organization. The Mem-
ber imposing restrictions shall then participate
in the discussions of the reasons for its action.
The Organization shall, if it is satisfied that
there is prima facie case that the complaining
Members' interests are adversely affected, con-
sider the complaint. It may then recommend
the withdrawal or modification of restrictions
which it determines are being applied in a man-
ner inconsistent with the terns of paragraph 1.
If restrictions are not withdrawn or modified in
accordance with the recommendations of the
Organization within sixty days, such other Mem-
bers shall be released from such obligations in-
curred under this Charter towards the Member
applying the restrictions as the Organization may
specify.
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(ii) The words "human and material" were
inserted before "resources" so as to stress
that the productive use of the world's re-
sources covers material sources of wealth
derived both from nature and production on
the one hand and resources of manpower and
human skills on the other.

Article Il
Paraqraph I

This paragraph has been deleted and its
substance transferred to the new Article 10.

Paragraph 2
(i) The words "on terms to be agreed"

were added so as to meet the question of
the payment for assistance received.

(ii) The possible sources of such assistance
were broadened by stating that the Organi-
zation might "arrange for the provision of
such assistance", thus leaving the way open
for Members to avail themsevves of other
means of international co-operation in this
field.

(iii) The first sentence of this paragraph
had been placed between brackets at the
First Session pending the consideration by
the Economic and Social Council ot a specific
request made by the Preparatory Committee
in respect of the international allocation of
functions related to economic development.
This request was considered by the Economic
and Employment Commission of the Council
at its First Session from 20 January to 5
February 1947. In its report to the Economic
and Social Council the Commission recom-
mended that it was premature to attempt, at
least at this stage, to make a rigid division
of functions not yet allocated in the field of
economic development. The Commission did
not see any reason at present to suggest that
paragraph 3 of Article Il of the Charter
drafted at the First Session should be
omitted, provided that careful consideration
were given by the Conference on Trade and
Employment to the final formulation in the
light of the agreed purposes and functions
of the Organization, bearing in mind the
responsibilities of existing specialized agen-
cies and the terms of reference established
by the Council for the Sub-Commission on
Economic Development. It was decided by
the Drafting Committet that the first sen-
tence of this paragraph should remain
between square brackets pending considera-
tion of the question by the Economic and
Social Council at its Fourth Session. It was
suggested that ail members of the Drafting
Committee should keep in touch with their
Governments regarding the continued work
of the Economic and Employment Commis-
sion and its sub-commissions and the Secre-
tariat was requested to follow these develop-
ments and to report to the Second Session
accordingly.

(iv) A new sentence which was incorpo-
rated to the effect that the Organization may,

9

on its own initiative, consult with and 'ake
recommendations to Members and appropri-
ate inter-governmental organizations, repre-
sents a transfer from Article 61 (3) (d) as
drafted at the First Session.

Article 12
Paragraph 1

This paragraph now incorporates para-
graphs 1, 2 and 3 of the text approved at the
First Session, having regard to modifications
introduced in Article 11.

It was felt that the addition of the words
"any such" before "facilities for their eco-
nomic development" did not impose any
limit on the access to the facilities mentioned
in the first sentence.

Paragraph 3
It was suggested that the following text

which was proposed by some delegates as an
alternative in respect of Chapter VI might
be considered as an alternative to the begin-
ning of this paragraph:

"Any member may on its own behalf or
on behalf of any affected business entity

A reference to the application of article
35 (Nullification and Empairment) was added.

Article 13
Paragraph 2 (a)

(i) One delegate maintained the reserva-
tions made by his delegation at the First
Session (see Section I, paragraph 3, page 8
of the Report) regarding paragraph 2 and
suggested that wording similar to that con-
tained in paragraph 3 of Article 12 should be
substituted for the wording used, thus intro-
ducing a simpler procedure for complaints
and consultation.

(ii) The reservations made by another
delegate at the First Session (see Section I,
paragraphs 3 and 4, page 8 of the Report)
regarding paragraph 2, were maintained. The
delegate for that country felt that his reser-
vations were covered by the suggested addi-
tional text to Article 13.

(iii) One delegate proposed that a further
sub-paragraph be added to paragraph 2 and
submitted the following text:

"(d) Members recognize that the devel-
opment of industry in small nations is
hampered by the lack of a sufficiently large
market for manufactured goods. Conse-
quently the Organizatior. shall give the
most favourable consideration io any pro-
posal for preferential tariff arrangements
presented to it by small Member nations
belonging to one economic region, aiming
at the development of industry in that
region, with a view to releasing them from
their obligations under Chapter V."

Paragraph 2 (b)
One delegate reserved his position regard-

ing the phrase "subject to such limitations,
. . . members concerned".



CHAPTER V. GENERAL COMMERCIAL
POLICY

Section A. GENERAL COMMERCLAL PROVISIONS,
MOST-FAVOURED-NATION TREATMENT

Article 14

General Most-Favoured-Nation Treatment
1. With respect to customs duties and charges

of any kind imposed on, or in connection with,
importation or exportation or imposed on the
international transfer of payments for imports
or exports, and with respect to the method of
levying such duties and charges, and with respect
to all rules and formalities in connexion with im-
portation or exportation and with respect to all
matters in regard to which national treatment
is provided for in Article 15, any advantage,
favour, privilege or immunity granted by any
Member to any product originating in or des-
tined for any other country, shall be accorded
immediately and unconditionally to the like prod-
uct originating in or destined for all other Mem-
ber countries respectively.

2. The provisions of paragraph 1 of this Ar-
ticle shall not be construed to require the elimi-
nation of any preferences in respect of customs
duties or other charges imposed on importation,
which do not exceed the preferences remaining
in force after the negotiations contemplated in
Article 24 and which fall within the following
descriptions:

(a) Preferences in force exclusively (i) be-
tween two or more territories which on 1 July
1939 were connected by common sovereignty
or relations of protection or suzerainty; or (ii)
between two or more of the territories listed
in Annexure A to this Charter. Each Member
to which provision (i) applies shall provide a
list of such territories which shall be incorpo-
rated in an annexure to this Charter.

(b) Preferences in force exclusively between
the United States of America and the Republic
of Cuba.

(c) Preferences in force on 1 July 1946 ex-
clusively between neighbouring countries.

Article 15

National Treatment on Internat Taxation and
Regulation

1. The Members agree that neither internal
taxes nor other internal charges nor internal
laws, regulations or requirements should be used
to afford protection directly or indirectly for
any national product.

2. The products of any Member country
imported into any other Member country shall
be exempt from internal taxes and other inter-
nal charges of any kind higher than those im-
posed, directly or indirectly, on like products
of national origin.

Article 14

GENERAL COMMENT

Two delegates maintained their suggestion
made at the First Session that Articles 14
and 24 should be interpreted in such a way
that, so long as a preference remained ac-
cordable in one part of a preferéntial system
specified in paragraph 2 of Article 14. that
part of the preferential system according the
preferences should be at liberty to extend
the same, or a lesser measure of preference
to any other part of the same preterential
system which at present did not enjoy it. One
other delegate agreed with this suggestion.

SPECIFIC COMMENTS
Paragraph 2

(a) One delegate wished to reserve the
right of his Government in case of absolute
need to resort to preferences in the future.

(b) One delegate, while accepting in prin-
ciple paragraph 2, was not in full agreement
with the provision as it stood. He wished to

reserve the right to raise the question at the
Second Session or at the World Trade Con-
ference.

Article 15
GENERAL COMMENTS

i. One delegate maintained his suggestion
at the First Session that a new paragraph
should be added providing for date of entry
into force of this Article.

2. Another delegate reserved his position
on this Article.

SPECIFIC COMMENTS-
Paragraph 2
Two delegates wished to maintain the ob-

jections against this paragraph raised by them
at the First Session. (One of them had
commented that there should be no objection
against discriminatory internal taxes levied
only for the purpose of raising revenue and
the other had reserved his Government's
right to vary charges levied on an imported
product when the variations were required
for the maintenance of a uniform price of the
product in the domestic market).
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3. The products of any Member country
imported into any other Member country shall
be accorded treatment no less favourable than
that accorded to like products of national origin
in respect of all laws, regulations or requirements
affecting their internal sale, offering for sale,
transportation, distribution or use of any kind
whatsoever. The provisions of this paragraph
shall be understood to preclude the application
of internal requirements restricting the amount
or proportion of an imported product permitted
to be mixed, processed or used, Provided that
any such requirement in force on the day of the
signature of this Charter may be continued until
the expiration of one year from the day on which
this Charter enters into force, which period may
be extended in respect of any product if the
Organization concurs that the requirement con-
cerned is less restrictive of international trade
than other measures permissible under this Char-

ter. Requirements permitted to be maintained
under the foregoing proviso shall be subject to
negotiation in the manner provided for in re-
spect of tariffs under Article 24.

4. The provisions of paragraphs 1 and 3 of
this Article shall not be construed to prevent
the application of internal Iaws, regulations or
requirements, other than taxes, relating to the
distribution or exhibition of cinematograph films.
Any laws, regulations or requirements so applied
shall, however, be subject to negotiation for their
liberalization or elimination in the manner pro-
vided for in respect of tariffs and preferences
under Article 24.

5. The provisions of this Article shall not ap-
ply to the procurement by governmental agencies
of supplies for governmental use and not for
resale [nor for use in the production of goods
for sale].

Paragraph 3
(a) Three delegates maintained the reserva-

tions their delegations had made at the First Ses-
sion as to the requirements concerning mixing,
processing, etc. considered in this paragraph. A
fourth delegate joined in this reservation.

(b) One delegate suggested that the following
second proviso be added at the end of the penul-
timate sentence of this paragraph: "or provided
that reasonable new requirements may be estab-
lished in respect of any product if the Organiza-
tion concurs that the requirements are less re-
strictive of international trade than other meas-
ures permissible under this Charter." The same
delegate reserved his position on the last sentence
of this paragraph.
Paragraph 4

(a) The second sentence provides that laws,
regulations and requirements relating to the dis-
tribution and exhibition of cinematograph films
will be subject to negotiation in the sane manner
as those considered under paragraph 3. It was
the understanding of the Committee that the pro-
visions contained in this sentence would only im-
ply that there should be willingness to negotiate
for liberalization or elimination of the laws, regu-
lations and requirements in question but that, as
in the case of tariffs, Members would be free to
adopt legislative or other measures affecting the
distribution or exhibition of cinematograph films

as long as these measures were not bound by the
trade agreements.

(b) One delegate reserved his position on the
second sentence.

(c) One delegate made a statement to the ef-
fect that the film hire tax in his country which is
in reality a delayed customs duty levied at the
point where the real value has become apparent,
should neither be regarded as being covered by
the terms "internal laws" or "regulations" or "re-
quirements" whenever such words appear in Ar-
ticle 15, nor as an internal tax. The film hire tax,
he pointed out, which is not associated with any
form of film quota, but which contains a prefer-
ence element, could thus be the subject of nego-
tiations of the kind provided for in Article 24 with
respect to tariffs. This country, he declared, did
not produce cinematograph films other that edu-
cational and newsreels, and such films were ex-
empt from tax. Films of all types imported from
a certain country were subject to tax at a rate
lower than that applied to other foreign films. .
(d) One delegate reserved his position on this

paragraph.

Paragraph 5

The words in square brackets were added
for later consideration in connection with a
similar addition to paragraph 2 of Article 31.

11



Article 16

Freedom of Transit
1. Goods (including baggage), and also ves-

sels and other means of transport, shall be
deemed to be in transit across the territory of a
Member when the passage across such territory
with or without transhipment, warehousing,
breaking bulk, or change in the mode of trans-
port, is only a portion of a complete journey, be-
ginning and terminating beyond the frontier of
the Member across whose territory the traffic
passes. Traffic of this nature is termed in this
Article "traffic in transit". The provisions of
this Article shall not apply to the operation of
aircraft in transit.

2. There shall bc freedom of transit through
the Member countries via the routes most con-
venient for international transit for traffic in
transit to or from other Member countries. No
distinction shall be made which is based on the
nationality of persons, the flag of vessels, the
place of origin, departure, entry, exit or desti-
nation, or on any circumstances relating to the
ownership of goods, or vessels or other means of
transport.

3. Any Member may require that traffic in
transit through its territory be entered at the
proper customshouse, but, except in cases of
failure to comply with applicable customs laws
and regulations, such traffic coming from or go-
ing to other Xember countries shall not be sub-
ject to any unnecessary delays or restrictions

and shall be cxempt from customs duties and
from all transit duties or other charges imposed
in respect of transit, except charges for trans-
portation or those commensurate with adminis-
trative expenses entailed by transit or with the
cost of services rendered.

4. All charges and regulations imposed by
Members on traffic to or from other Member
countries shall be reasonable, having regard to
the conditions of the traffic.

5. With respect to all charges, rules, and
formalities in connexion with transit, each Mem-
ber shall accord to traffic in transit to or from.
any other Member country treatment no less
favourable than the treatment accorded to
traffic in transit to or from any third country.

6. Each Member shall accord to products
which have been in transit through any other
Member country treatment no less favourable
than that which would have been accorded
to such products had they been transported from.
their place of origin to their destination with-
out going through such other Member country.
Any Member shall, however, be free to main-
tain its requirements of direct consignment (ex-
pedition directe) existing on the day of the sig-
nature of this Charter, in respect of any goods
in regard to which such direct consignment is a
requisite condition of eligibility for entry of the
goods at preferential rates of duty, or has re-
lation to the country's prescribed method of
valuation for duty purposes.

Article 16
GENERAL COMMENT

(a) The original text referred in general
to persons, goods and means of transport.
The text recommended by the Drafting Com-
mittee refers to goods and means of trans-
port only, since the transit of persons was
considered not to be within the scope of the
Charter and since traffic of persons is subject
to immigration laws and may properly be
the concern of an international agency other
than the Organization.

(b) One delegate objected to the deletion
of the word "persons".

(c) Another delegate declared that he
would prefer confining the provisions of Ar-
ticle 16 to goods only (that is, he wished to
exclude means of transport).

SPECIFIC COMMENTS
Paragraph 1

(a) Two delegates were of the opinion that,

for the sake of consistency, no exemption should
bc made for the operation of aircraft in transit.

(b) It was noted that there is no apparent in-
consistency between this Article and the Barcelona
Convention of 20 April 1921 (Convention and
Statute on Freedom of Transit). Should the
question of a new transit convention be raised,
the Committee felt that the Organization might
wish to co-operate.

Paragraph 2

(a) The last sentence is based on the text of
Article 2 of the Barcelona Statute.'

(b) One delegate suggested that the first sen-
tence should read as follows:

`There shall be freedom of transit through
Member countries for the products of other
Member countries via such routes as may be
open to traffic in products of like kind and qual-
ity of national origin."
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Article 17
Anti-Dumping and Countervailing Duties
1. No anti-dumping duty or charge shall be

imposed on any product of any Member country
imported into any other Member country in cx-
cess of an arnount equal to the margin of dump-
ing under which such product is being imported.
For the purposes of this Article, the margin of
dumping shall be understood to mean the
amount by which the price of the product ex-
ported from one country to another is less than,
(a) the comparable price for the like product to
buyers in the domestic market of the exporting
country, or, in the absence of such domestic
price, either (b) the highest comparable price
at which the like product is sold for export to
any third country in the ordinary course of com-
merce, or (c) the cost of production of the prod-
uct in the country of origin plus a reasonable
addition for selling cost and profit; with due al-
lowancc in each case for differences in condi-
tions and terms of sale, for differences in taxa-
tion, and for other differences affecting price
comparability.

2. No countervailing duty shall be imposed
on any product of any Member country im-
ported into another Member country in excess
of an amount equal to the estimated bounty or
subsidy determined to have been granted, di-
rectly or indirectly, on the production or export
of such product in the country of origin or ex-
portation. The term "countervailing duty" shall
be understood to mean an additional duty im-
posed for the purpos of offsetting any bounty

or subsidy bestowed, directly or indirectly, upon
the manufacture, production or exportation of
any merchandise.

3. No product of any Member country im-
ported into any other Member country shall bc
subject to anti-dumping or countervailing duty
by reason of the exemption o; such product from
duties or taxes imposed in the country of origin
or exportation upon the like product when con-
sumed domestically, or by reason of the refund
of such duties or taxes.

4. No product of any Member country im-
ported into any other Member country shall be
subject to both anti-dumping and countervail-
ing duties to compensate for the same situation
of dumping or export subsidization.

5. No Member shall impose any anti-dump-
ing or countervailing duty or charge on the im-
portation of any product of other Member coun-
tries unless it determines that the effect of the
dumping or subsidization, as the case may be,
is such as materially to injure or threaten to in-
jure an established domestic industry, or is such
as to prevent the establishment of a domestic
industry.

6. Nothing in this Article shall preclude
Members, parties to a regulatory commodity
agreement conforming to the principles of Chap-
ter VII, from incorporating in such agreement
provisions prohibiting, as between themselves,
the use of anti-dumping duties in cases in which
dumping, within the meaning of paragraph 1
of this Article, may be permitted under the terms
of such an agreement.

Article 17
Paragraph 1

(a) It was understood that paragraph 1 refers
only to price dumping and that the term "anti-
dumping duty", as used therein, refers only to
an additional duty imposed for the purpose of
offsetting such dumping.

(b) One delegate suggested that the word
"landed" be inserted before "price of the product
exported" in the definition of the margin of dump-
ing (second sentence).

(c) Four delegates suggested that the words
"by more than five per cent" be inserted in the
same definition after "another is less".

(d) Five delegates favoured the authorization
of measures besides anti-dumping duties to offset
price-dumping.

(e) One delegate reserved his position on this
paragraph, being of the opinion that heavier than
counter-balancing duties or quantitative restric-
should be allowed in cases of aggravated or spo-
radic dumping
Paragraph 2

1. One delegate suggested the following addi-
tion to this paragraph:

"In the event of preferential treatment being
accorded by a country to certain countries to
the exclusion of other Member countries, no

countervailing duty shall be imposed upon the
products imported from such other Member
countries against subsidies which are granted
by the latter to such products as compensation
for covering the preferential margin."
2. One delegate suggested that quantitative re-

strictions or other punitive measures should be
permissible in order to cope with the import of
subsidized products.

Paragraph 5
One delegate suggested the deletion of this

paragraph.

Suggested new paragraph
Three delegates suggested inclusion of the fol-

lowing paragraph:

7. "Any Member maintaining restrictions on
forms of dumping other than 'price dumping',
e.g., freight dumping or dumping by means of
depreciation of currency, shall only impose such
dumping duties where it has determined after
enquiry that the method and extent of dumping
against which action is taken is such as to in-
jure or threaten to injure an established domes-
the industry."
While not adopting the proposed text. the

Committee decided to forward it for considera-
tion at the Second Session.



Article 18

Tarif Valuation

1. The Members undertake to work toward
the standardization, in so far as practicable, of
definitions of value and of procedures for deter-
mining the value of products subject to customs
duties or other charges or restrictions based up-
on or regulated in any manner by value. With
a view to furthering such co-operation, the Or-
ganization is authorized to investigate and re-
commend to Members such bases and methods
for determining the value of products as would
appear best suited to the needs of commerce and
most capable of general adoption.

2. The Members recognize the validity of
the general principles of tariff valuation set forth
in the following sub-paragraphs, and they un-
dertake to give effect to such principles, in
respect of all products subject to duties, charges
or restrictions based upon or regulated in any
manner by value, at the earliest practicable date.
Moreover, they undertake, upon a request by
another Member, to review the operation of
any of their laws or regulations relating to value
for duty purposes in the light of these principles.
The Organization is authorized to request from
Members reports on steps taken by them in pur-
suance of the provisions of this paragraph.

AlternativeA
The value for duty purposes of imported prod-

ucts should be based on the actual value of the
kind of imported merchandise on which duty
is assessed, or the nearest ascertainable equiva.
lent of such value, and should not be based on
the value of products of national origin or on
arbitrary or fictitious valuations.

AlternativeB
The value for duty of imported products

should be based on their actual value as repre-

sented by the price at which, at a determined
time and place, and in the ordinary course of
trade between independent buyer and seller, like
goods arc sold or offered for sale in quantities
and under conditions comparable to those under
which the imported goods are sold or offered
for sale, or the nearest ascertainable equivalent
of such value. The value should not be based
on the value of products of national origin or
on arbitrary or fictitious valuations.

Alternative C

Where an actual price of imported products
is not accepted as the basis for determining their
value for duty purposes, their assessed value
should not be based on the value of products
of national origin or on arbitrary or spurious
valuations, but should satisfy clearly defined and
stable conditions which conform with commer-
cial usage.

(b) The value tor duty purposes of any iim-
ported product should not include the amount
of any [customs duty or] internal tax, applicable
within the country of origin or export, from
which the imported product has been relieved or
made exempt by means of refund.

(c) In converting the value of any imported
product from one currency to another for the
purpose of assessing duty, the rate of exchange
to be used should be fixed in accordance with
prescribed standards to reflect effectively the
current value of each currency in commercial
transactions.

(d) The bases and methods for determining
the value of products subject to duties, charges
or restrictions based upon or regulated by value
should be stable and should be given sufficient
publicity to enable traders to estimate, with a
reasonable degree of certainty, the amount of
duty likely to be imposed.

Article 18

Paragraph 2

(a) Three delegates wished to provide for a
definite early date for the entry into force of this
paragraph.

(b) One delegate suggested that the entry in-
to force should be preceded by a transitional pe-
riod.

(c) One delegate suggested that certain pro-
cedures should be more exactly indicated. The
Committee considered, however, that these-sug-
gestions were too detailed for inclusion in this
paragraph. One of these suggestions (concern-
ing the trial of value litigation) was considered
in connection with paragraph 2 of Article 21.

Paragraph 2 (a)
The Committee did not reach agreement on

paragraph 2 (a) of this Article and therefore
submits three alternative texts for consideration
at the Second Session. Alternative A represents
the text in the United States Draft Charter; Al-
ternatives B and C were drafted in order to clari-
fy to a certain extent the expression "actual
value".

Paragraph 2 (c)
(a) One delegate reserved the right to recom-

mend insertion of the words "or rates" after
"rate", or otherwise to provide for the conversion
of currencies in the cases of dual or multiple rates.

(b) One delegate reserved his position on this
paragraph.
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Article 19

Customs Formalities

1. The Members recognize the principle that
subsidiary fees and charges imposed on or in con-
nexion with importation or exportation should
be limited in amount to the approximate cost
of services rendered and should nlot represent an
indirect protection to domestic products or a
taxation of imports or exports for fiscal pur-
poses. They also recognize the need for reduc-
ing the number and diversity of such subsidiary
fees and charges, for minimizing the incidence
and complexity of import and export formal-
ities, and for decreasing and simplifying import
and export documentation requirements.

2. Members undertake to give effect to the
principles and objectives of paragraph 1 of this
Article at the earliest practicable date. More-
over, they undertake, upon request by another
Member, to review the operation of any of their
customs laws and regulations in the light of these
principles. The Organization is authorized to
request from Members reports on steps taken
by them in pursuance of the provisions of this
paragraph.

3. Except in cases of serious negligence,
greater than nominal penalties over and above
the duty properly payable should not be imposed
by any Member in connexion with the importa-
tion of any product of any other Member coun-
try because cof errors in documentation which
arc obviously clerical in origin or with regard
to which good faith can be established.

4. The provisions of this Article shall extend
to fees, charges, formalities and requirements re-
lating to all customs matters, including:

(a) Consular transactions, such as consular
invoices and certificates;

(b) Quantitative restrictions;

(c) Licening;

(d) Exchange regulations;
(e) Statistical services;
(f) Documents, documentation and certifica-

tion;
(g) Analysis and inspection; and
(h) Quarantine, sanitation and fumigation.

Article 20
Marks of Origin

1. The Members agree that in adopting and
implementing laws and regulations relating to
marks of origin, the difficulties and inconven-
iences which such measures may cause to the
commerce and industry of exporting countries
should bc reduced to a minimum.

2. Each Member shall accord to the prod-
ucts of each other Member country treatment
with regard to marking requirements no less
favourable than the treatment accorded to like
products of any third country.

3. Whenever administratively practicable,
Members should permit required marks of origin
to be imposed at the time of importation.

4. The laws and regulations of Members re-
lating to the marking of imported products
shall bc such as to permit compliance without
seriously damaging the products, or materially
reducing their value, or unreasonably increasing
their cost.

5. Members agree to work in co-operatien
through the Organization toward the early elim-
ination of unnecessary requirements as to marks
of origin. The Organization is authorized to
investigate and recommend to Members meas-
ures directed to this end, including the adop-
tion of schedules of general categories of prod-
ucts in respect of which marking requirements
operate to restrict trade in a degree dispropor.
tionate to any proper purpose to bc served, and
which shall not in any case bc required to be
marked to indicate their origin.

Article 20
Paragraph 3

At the First Session certain delegates had ob-
jected to the tex. of the corresponding paragraph
in the United St-tes Draft Charter which begins:
"Whenever administratively possible Members
shall ... ." The present text i.. which the words

"practicable" and "should" are substituted for
"possible" and "shall," represents a compromise
acceptable to the majority of members of the
Committee. Four delegates stated that thèy would
have preferred to maintain the word "shal."
One delegate reserved his position on this par-

agraph which in his view should bc deleted.

15



6. As a general rule no special duty or pen-
alty should be imposed by any Member for
failure to comply with marking requirements
prior to importation unless corrective marking
has been unreasonably delayed or deceptive
marks have been affixed or the required mark-
ing has been intentionally omitted.

7. The interest of Members in protecting
the regional and geographical marks of origin of
their distinctive products is recognized and shall
be given consideration by the Organization which
is authorized to recommend a conference of
interested Members on the subject.

Article 21
Publication and Administration of Trade Reg-

ulations Advance Notice of Restrictive Regu-
lations
1. Laws, regulations, judicial decisions and

administrative rulings of general application
made effective by any Member, pertaining to
the classification or the valuation of products

for customs purposes, or to rates of duty, taxes
or other charges, or to requirements, restrictions
or prohibitions on imports or exports or on the
transfer of payments therefor, or affect ing their
sale, distribution, transportation or insurance, or
affecting their warehousing, inspections, exhibi-
tion, processing, mixing or other use, shall be
published promptly in such a manner as to en-
able trades and governments to become ac-
quainted with them. Agreements in force be-
tween the government or a governmental agency
of any Member country and the government or
governmental agency or any other country aI-
fecting international trade policy shall also be
published. Copies of such laws, regulations, de-
cisions, rulings and agreements shall be com-
municated promptly to the Organization. This
paragraph shall not require any Member to dis-
close confidential information which would im-
pede law enforcement, or otherwise be contrary
to the public interests or would prejudice the
legitimate business interests of particular enter-
prises, public or private.

Article 20
Paragraph 6

(a) In order to meet objections against the
original text raised by certain delegates, the ob-
ligation that would be incurred by Members was
rendered less exacting by addition of the words
"As a general rule" at the beginning of the Article,
and by substituting the words "deceptive marks
have been.affixed" for "false marks have been in-
tentionally affixed"

(b) The, question raised by certain delegates
concerning the right of each country to prohibit
the import, export and transit of foreign goods
falsely marked as being produced in the country
in question was considered to be covered primarily
by the words "deceptive practices" in sub-para-
graph (g) of article 37

(c) One delegate reserved his position on this
paragraph.

Paragraph 7

(a) Certain delegates. while accepting para-
graph 7 as given above, did not consider that it
went far enough and favoured replacing it by
the following text:

"Members agree to grant to trade names and
geographical or regional marks of origin and
quality that are recognized and protected by
other Members, the same protection. as is af-
forded by their domestic legislation to their
own trade names and geographical or regional
marks of origin and quality, provided that these
marks and trade names relate to like products.
They shall, for this purpose, transmit to the

Organization a list of such marks and trade
names as are protected by their domestic legis-
lation and for which they wish to secure pro-
tection in importing countries. They under-
take further to take part in any conference called
by the Organization to secure effective interna-
tional protection for marks of origin."
(b) One delegate reserved his position since

he considered that further time was required for
studying tht matter which ought to be taken up
at a later date.

(c) One delegate reserved his right to present
a new text of this paragraph at the Second Ses-
sion.

Article 21
Paragraph 1

The Committee felt that it might be useful if
the Preparatory Committee were to suggest the
absorption by the Organization of certain existing
international agencies such as the Brussels Tariff
Bureau, and arrangements for collecting, analyz-
ing and publishing laws, regulations and decisions
concerning foreign trade and for the periodical
collection, in detailed studies, of information con-
cerning the regulations of Member states on any
given point. Attention was drawn in this con-
nectibn to the provision of paragraph 4 of Article
81.

Paragraph 2

A reservation was made by two delegates who
were of the opinion that appeals against adminis-
trative decisions might be made to the campe-
tent minister and that it should not be necessary
to provide for independent tribunals or procedures.
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2. Each Member shall administer in a uni-
form, impartial and reasonable manner all its
laws, regulations, decisions and rulings of the
kind described in paragraph 1 of this Article.
Moreover, Members undertake to maintain, or
to institute as soon as practicable, judicial, arbi-
tral or administrative tribunals or procedures
for the purpose inter alia, of the prompt review
and correction of administrative action relating
to customs matters. Such tribunals or pro-
cedures shall be independent of the agencies en-
trusted with administrative enforcement.

3. No administrative ruling of any Member
effecting an advance in a rate of import duty
or other charge under an established and uni-
form practice, or imposing a new or more bur-
densome requirement, restriction or prohibition
on imports, or on the transfer of payments there-
for, shall, as a general rule and within the limits
of administrative practicability, be applied to
products of any other Member country already
enroute at the time of publication thereof in ac-
cordance with paragraph 1 of this Article, Pro-
vided, that if any Member customarily exempts
from such new or increased obligations products
entered for consumption or withdrawn from
warehouse for consumption during a period of
thirty days after the date of such publication,
such practice shallbe considered full compli-
ance with this paragraph. The provisions of
this paragraph shall not apply to anti-dumping
or countervailing duties.

Article 22
Information, Stalistics and Trade Terminology

1. The Members shall communicate to the
Organization as promptly and in as much de-
tail asis reasonably practicable:

(a) Statistics of their external trade in goods
(including irnports, exports, re-exports, transit
and transhipmnent and, where applicable, goods
in warehouse or in bond);

(b) Statistics of governmental revenue from
import and export duties and other taxes on
goods moving in international trade and, in so
far as readily ascertainable, of subsidy payments
affecting such trade.

So far as possible, the statistics referred to in
(a) and (b) shall be related to tariff classifica-
tions and be in such form as to reveal the opera-
tion of any restrictions on importation or expor-
tation which are based on or regulated in any
manner by quantity or value, or by amounts of
exchange made available.

2. The Members shall publish regularly and
as promptly as possible the statistics referred to
in paragraph 1 of this Article.

3. The Members shall give careful consider-
ation to any recommendations which the Or-
ganization may make to them with a view to
improvement of the statistical information fur-
nished under paragraph 1 of this Article.

4. The Members shall make available to the
Organization, at its request and in so far as
reasonably practicable, such other statisticalin-
formation as the Organization may deem neces-
sary to enable it to fulfil its functions, provided
that such information is not being furnished to
other inter-governmental organizations from
which the Organization can obtain the required
information.

5. The Organization shall act as a centre for
the collection, exchange and publication of sta-
tistical information of the kind referred to in
paragraph 1 of this Article. The Organization
may, in collaboration with the Economic and
Social Council of the United Nations and its
Commissions, and with any other interested in-
ternational organisation, engage in studies with
a view to bringing about improvements in the
methods of collecting, analyzing and publish-
ing economic statistics and may promote the
international comparability of such statistics, in-
cluding the possible international adoption of
standard tariff and commodity classifications.

6. The Organization may also, in co-opera-
.tion with the other organizations referred to
in paragraph 5 of this Article, study the ques-
tion of adopting standards, nomenclatures, terms
and forms to be used in international trade and
in the official documents and statistics of Mem-
bers relevant thereto, and may promote the
general acceptance by Members of such stand-
ards, nomenclatures, terms and forms as may bc
recommended.

Paragraph 3
Six delegates reserved their position provision-

ally.
Article 22

Paragraph 1
Two delegates, with a view to the possible cen-

tralization of the statistical services of the United
Nations, suggested that the following words be
added after "Organisation" in the first sentence:
", or to such agency as may be designated for
the purpose by the Organization".
Paragraph 6

This paragraph corresponds generally to para-

graph 7 of Article 16 of the United States Draft
Charter. It wïll be observed, however, that un-
like the lastmentioned paragraph, the text now
recommended does not refer to a procedure ac-
cording to which adopted standards, etc. would
become automatically effective upon notice given
hy the Organization. In view of this fact, para-
graph 8 of Article 66, as adopted at the First Ses-
sion, containing rules for the adoption by the Con-
ference of standards, etc. was deleted. It was
noted that the procedure laid down in paragraph
6 of Article 66 might be employed to assist in
promoting international agreements for this pur-
pose.
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Article 23
Boycotts

No Member shall encourage, support or par-
ticipate in boycotts or other campaigns which are
designed to discourage, directly or indirectly, the
consumption within its territory of products of
any specific Member country or countries on
grounds of origin, or the sale of products for
consumption within other Member countries
on grounds of destination.

SECTION B. TARIFF AND TARIFF PREFERENCES

Article 24
Reduction of Tariffs and Elimination of

Preferences

1. Each Member, other than a Member
subject to the provisions of Article 33, shall,
upon the request of any other Member or Mem-
bers, enter into reciprocal and mutually advan-
tageous negotiations with such other Member
or Members directed to the substantial reduc-
tion of tariffs and other charges on imports
and exports and to the elimination of import
tariff preferences. These negotiations shall pro-
ceed in accordance with the following rules:

(a) Prior international commitments shall
not be permitted to stand in the way of negoti-
ations with respect to tariff preferences, it being
understood that action resulting from such nego-
tiations shall nut require the modification or
termination of existing international obligations
except by agreement between the contracting
parties, or failing that, by termination of such
obligations in accordance with their terms.

(b) All negotiated reductions in most-fa-
voured-nation import tariffs shall operate auto-
matically to reduce or eliminate margins of pref-
crence, and no margin of preference shall be
increased.

(c) The binding or consolidation of low tar-

iffs or of tariff-free treatment shall in principle
be recognized as a concession equivalent in value
to the substantial reduction of high tariffs or the
elimination of tariff preferences.

2. Each Member participating in negotiations
pursuant to paragraph 1 shall keep the Organ-
ization informed of the progress thereof and
shall transmit to the Organization a copy of
the agreement or agreements incorporating the
results of such negotiations.

3. If any Member considers that any other
Member bas failed, within a reasonable period
of time, to fulfil its obligations under paragraph
1 of this Article, such Member may refer the
matter to the Organization, which shall make
an investigation and make appropriate recom-
mendations to the Members concerned. The
Organization, if it finds the a Member has,
without sufficient justification, having regard
to the provisions of the Charter as a whole, failed
to negotiate with such complaining Member in
accordance with the requirements of paragraph,
1 of this Article, may determine that the com-
plaining Member, or in exceptional cases the
Members of the Organization generally, shall,
notwithstanding the provisions of Article 14, be
entitled to withhold from the trade of the other
Member any of the tariff benefits which the
complaining Member, or the Members of the,
Organization generally as the case may be, may
have negotiated pursuant to paragraph 1 of this
Article. If such benefits are in fact withheld so
as to result in the application to the trade of the
other Member of tariffs higher than would other-
wise have been applicable, such other Member
shall then be free, within sixty days after such
action is taken, to withdraw from the Organi-
zation upon the expiration of sixty days from
the date on which written notice of such with-
drawal is received by the Organization. The
provisions of this paragraph shall operate in
accordance with the provisions of Article 67.

Article 23
(a) The words "any specific Member country

or countries" were substituted for the expression
"other Member co- les" where this first appears
in the original of this Article since it was
considered that the ban on boycotts should not
apply to campaigns in support of the use or con-
sumption of products of national origin or manu-
facture and not directed against the products of
any specific country.

(b) One delegate reserved his position (cf.
General Comments under Article 37).

(c) One delegate reiterated his view that boy-
cotts may be justified on political or moral
grounds.
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Article 24
Paragraph 1 (b)

Four delegates maintained their views ex-
pressed at the First Session-namely, that in ac-
cordance with the agreed principle of negotiations
on a mutually advantageous basis the rulecon-
tained in this paragraph should not operate auto-
matically, but that Members should be free to
negotiate for a reduction in the preferential rate
as well as in the most-favoured-nation rate, pro-
vided that the resulting margin between the two
negotiated rates is smaller than that existing on
the base date

Paragraph 3

(a) Two delegates reserved their position and



SECTION C. QUANTITATIVE RESTRICTIONS AND
EXCHANGE CONTROL

Article 25

General elimination of quantitative restrictions

1. Except as otherwise provided in this Char-
ter, no prohibitions or restrictions other than
duties, taxes or other charges, whether made
effective through quctas, import licenses or other
measures, shall be instituted or maintained by
any Member on the importation of any product
of any other Member country or on the ex-
portation or sale for export of any product
destined for any other Member country.

2. The provisions of paragraph 1 of this
Article shall not extend to the following:

(a) Prohibitions or restrictions on imports
or exports instituted or maintained during the
early post-war transitional period which are
essential to: (i) The equitable distribution
among the several consuming countries of
products in short supply, whether such prod-
ucts are owned by private interests or by the
Government of any Member; (ii) The main-
tenance of war-time price control by a Mem-
ber country undergoing shortages subsequent
to the war; (iii) The orderly liquidation of
temporary surpluses of stocks owned or con-
trolled by the government of any Member or
of industries developed in any Member coun-
try owing to the exigencies of the war, which
it would be uneconomic to maintain in nor-
mal conditions provided that prohibitions or
restrictions for this ppose may not be insti-
tuted by any Member after the day on which
this Charter comes into forte, except after
consultation with other interested Members
with a view to appropriate international
action.

Import and export prohibitions and restric-
tions instituted or maintained under sub-para-
graph (a) shall be removed as soon as the con-
ditions giving rise to them have ceased, and in
any event not later than 1 July 1949, Provided
that this period may, with the concurrence of
the Organization, be extended in respect of any
product for further periods not to exceed six
months each.

(b) Export prohibitions or restrictions tem-
porarily applied to relieve critical shortages of
foodstuffs or other essential products in the ex-
porting Member country.

(c) Import and export prohibitions or re-
strictions necessary to the application of stand-
ards for the classification and grading of com-
modities in international trade. If, in the opin-
ion of the Organization, the standards adopted
by a Member under this sub-paragraph are
likely to have an unduly restrictive effect on
trade, the Organization may request the Mem-
ber to revise the standards provided that it shall
not request the revision of standards interna-
tionally agreed under paragraph 6 of Article 22.

(d) Export or import quotas applied under
regulatory inter-governmental commodity agree-
ments concluded in accordance with the pro-
visions of Chapter VII.

(e) Import restrictions on any agricultural
or fisheries product imported in any form neces-
sary to the enforcement of governmental meas-
ures which operate (i) to restrict the quantities
of the like domestic product permitted to be
marketed or produced, or (i) to remove a
temporary surplus of the like domestic product
by making the surplus available to certain
groups of domestic consumers fret of charge
or at prices below the current market level.
Any Member imposing restrictions on the im-
portation of any product pursuant to this sub-

suggested insertion of the words "and particularly
with regard to Menbers' legitimate need for pro-
tection" after the phrase "having regard to the
provisions of the Charter as a whole".

(b) One delegate requested that the Committee
should consider defining the expression without
sufficient justification". It was agreed that it
would be difficult to make a general definition of
this term the interpretation of which would have
to be decided by the Organization on the merits
of each case.

Suggested new Paragraph
One delegate proposed that the following new

paragraph be added to Article 24:

"If any Member Country which has negoti-
ated a consolidation of any of its tariff rates in
pursuance of this Article should, at any time
while such consolidation remains in effect, alter
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its method of tariff valuation or its tariff classi-
fication in such a way as to increase the duty
payable upon any product which, at the time
of negotiation of the tariff consolidation, was
understood to be covered thereby, then the

other Member or Meabers at whose request
such consolidation was negotiated, shall be en-
titled to call for further negotiations forthwith
with a view to reaching a satisfactory adjust-
ment of the matter; and the Member which
has altered its method of valuation or its tariff
classification shall enter into such further nego-
tintions as requested."
The questions raised have been dealt with in

Article VIII (paragraph 2 and footnote) of the
Draft General Agreement on Tariffs and Trade.
Whether such a paragraph should be included in
Article 24 was left for further consideration at
the Second Session. Several delegates expressed
their approval in principle of inclusion.



paragraph shall give public notice of the total
quantity or value of the product permitted to be
imported during a specified future period and
of any change in such quantity or value. More-
over, any restrictions applied under (i) above
shall not be such as will reduce the total of
imports relative to the total of domestic produc-
tion, as compared with the proportion which
night reasonably be expected to rule between
the two in the absence of the restrictions. In
determining this proportion the Member shall
pay due regard to the proportion prevailing
during a previous representative period and to
any special factors which may have affected or
may be affecting the trade in the product con-
cerned. The Member shall consult with any
other Members which are interested in the trade
in question and which wish to initiate such
consultations.

(f) Import and export prohibitions or re-
strictions on private trade for the purpose of
establishing a new, or maintaining an existing,
monopoly of trade for a state-trading enterprise
operated under Articles 31, 32 or 33.

Article 26

Restrictions to Safeguard the Balance of
Payments

1. The Members may need to use import
restrictions as a means of safeguarding their

external financial position and as a stop toward
the restoration of equilibrium in their balance
of payments on a sound and lasting basis, par-
ticularly in view of their increased demand for
imports needed to carry out their domestic
employment, reconstruction, development or
social policies. Accordingly, notwithstanding
the provisions of Article 25, any Member may
restrict the quantity or value of merchandise
permitted to be imported insofar as this is neces-
sary to safeguard its balance of payments and
monetary reserves.

2 The use of import restrictions under para-
graph 1 of this Article shall be subject to the
following requirements:

(a) No Member shall institute [or main-
tain] restrictions or intensify existing restrictions
except to the extent necessary to forestall the
imminent threat of, or to stop, a serious decline
in the level of itt monetary reserves or, in the
case of a Member with very low monetary re-
serves, to achieve a reasonable rate of increase
in its reserves. Due regard should be paid in
each case to any special factors which may be
affecting the level of the Member's reserves,
to any commitments or other circumstances
which may be affecting its need for reserves,
and to any special credits or other resources
which may be available to protect its reserves.

(b) The Members shall eliminate the restric-
tions when conditions would no longer justify

Article 25
Paragraph 2 (e)

(a) The Committee considered the proviso with
reference to goods en route which had been in-
serted in square brackets in paragraph 2 (f) as
adopted at the First Session, with the indication
that it should be retained "only if the matter is
not fully covered in Article 21". The Committee
decided to delete the proviso and to amend Article
27 so as to include provisions concerning public
notice and goods en route (cf. paragraph 3 (c)
of Article 27). The remainder of the previous
paragraph 2 (f) was merged with paragraph 2
(e).

2. One delegate proposed the following addi-
tion:

"Restriction imposed under this exception
should be strictly limited to the periods during
which the aforesaid circumstances occur, and
should not be imposed on seasonal commodities
at a time when like domestic products are not
available."
(e) One delegate maintained the proposal made

by his delegation at the First Session that this
paragraph should not be confined to agricultural
and fisheries products.

(d) One delegate .reserved his position and
suggested the following text:

"Import prohibitions or restrictions on any
agricultural or other essential products imported

in any form necessary to the enforcement of
governmental measures which operate to regu-
late production, distribution, or consumption of
like domestic products with a view to rnaintain-
ing a dynamic equilibrium between the diverse
economic activities of a country while in the
process of its industrialization."
The same delegate reserved his position con-

cerning the relevant provision in paragraph 4 of
Article 27.

(e) One delegate suggested that the words
"or to support the prices of such products" be
added after "produced" and that the two sentences
from "Any restrictions" to "the product con-
cerned" in paragraph 2 (f) be deleted.

(f) One delegate was unable to express an
opinion on the reservation which his delegation
had made at the First Session with a view to con-
fining paragraph 2 (e) (i) to agricultural prod-
ucts.

(g) One delegate suggested that the words "of
of a directly competitive product which may be
marketed or produced" be added after the word
"produced" in paragraph 2 (e) (i).

Article 26
Paragraph 2 (c)
Two delegates stated that they preferred the

wording adopted at the First Session. ("Not to
carry the imposition of new import restrictions
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their institution [or maintenance] under sub-
paragraph (a), and shall relax them progres-
sively as such conditions are approached;

(c) The Members shall not apply the re-
strictions in such a manner as to exclude com-
pletely imports of any class of goods.

3. (a) Any Member which is not applying
restrictions under paragraphs 1 and 2 of this
Article but which is considering the need for
their institution, shall, before instituting such
restrictions (or, in circumstances in which prior
consultation is impracticable, immediately fol-
lowing upon the institution of such restrictions)
consult with the Organization as to the nature
of its balance-of-payments difficulties, the vari-
ous corrective measures which may be available,
and the possible effects of such measures on the
economies of other Members. The Organiza-
tion shall invite the International Monetary
Fund to participate in the consultations. No
Member shall be required during' such discus-
sions to indicate in advance the choice or timing
of any particular measures which it may ulti-
mately determine to adopt.

(b) The Organization may at any time in-
vite any Member applying import restrictions
under paragraphs 1 and 2 of this Article to
consult with it about the form or extent of the
restrictions, and shall invite a Member substan-
tially intensifying such restrictions to consult ac-
cordingly within thirty days. Members thus in-
vited shall participate in such discussions. In
the conduct of such discussions the Organiza-
tion shall consult the International Monetary
Fund and any other appropriate inter-govern-
mental organisation, in particular with regard
to the alternative methods available to the
Member in question of meeting its balance-o!-
payments difficulties. The Organization shall,

not later than two years from the day on which
this Charter enters into force, review all restric-
tions existing on that day and still applied under
paragraphs 1 and 2 of this Article at the time
of the review.

(c) Any Mcmber may consult with the Or-
ganization with a view to obtaining the prior
approval of the Organization for restrictions
which the Member proposes under paragraphs
1 and 2 of this Article to maintain, intensify
or institute, or for the maintenance, intensifica-
tion or institution of restrictions under specified
future conditions. The Organization shall in-
vite the International Monctary Fund to partici-
pate in the consultations. As a result of such
consultations, the Organization may approve in
advance the maintenance, intensification or in-
stitution of restrictions by the Member in ques-
tion insofar as the general extent, degree and
duration of the restrictions are concerned. To
the extent to which such approval has been
given, the action of the Member applying re-
strictions shall not be open to challenge under
sub-paragraph (d) on the ground that such
action is inconsistent with the provisions of
paragraphs 1 and 2 of this Article.

(d) Any Member which considers that any
other Member is applying import restrictions
under paragraphs 1 and 2 of this Article in a
manner inconsistent with the provisions of those
paragraphs or of Articles 27 and 28, or in a
manner which unnecessarily damages its com-
mercial interests, may bring the matter for dis-
cussion to the Organization. The Member ap-
plying the restrictions shall then participate in
discussions of the reasons for its action. The
Organization, if it is satisfied that there is a
prima facie case that the complaining Member's

under sub-paragraph (a) to a point at which it
involves the complete exclusion of imports of any
class of goods.")

Paragraph 3 (b)

The last sentence was modified so as to exempt
the Organization from the obligation to report on
restrictions which were in existence on the date
the Charter came into operation but were lifted
before the review was made.

Paragraph 3 (c)

One delegate pointed out that, although under
the last sentence a restriction imposed by a Mem-
ber after prior approval was not subject to chal-
lenge under sub-paragraph (d), the provisions
of sub-paragraph (a) would still be applicable.
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He did not consider this desirable and suggested
that sub-paragraph (c) be modified so as to elimi-
nate the application of sub-paragraph (a) when
prior approval for the restriction had been ob-
tained.

Paragraph 3 (d)

(a) The words "and, if it considers it desir-
able, after submitting observations to the parties
with the aim of achieving a satisfactory settlement
of the matter in question" were inserted with a
view to enabling the Organization to attempt con-
ciliation between Members before recommending
the withdrawal or modification of restrictions.

(b) In the last sentence the word "approve"
was substituted for "specify" after it had been
pointed out that it would be difficult for the Or-
ganization to determine from which obligations a
Member should be released.



interests are adversely affected, may, after con-
sultation with the International Monetary Fund
on any matter falling within the competence
of the Fund, and, if it considers it desirable,
after submitting observations to the parties with
the aim of achieving a satisfactory settlement
of the matter in question, recommend the with-
drawal or modification of restrictions which it
determines are being applied in a manner incon-
sistent with the provisions of paragraphs 1 and
2 of this Article or of Article 27 or 28 or in a
manner which unnecessarily damages the inter-
ests of another Member. If the restrictions are
not withdrawn or modified in accordance with
the recommendation of the Organization within
sixty days, such other Member or Members
shal' be released from such obligations incurred
under this Charter towards the Member apply-
ing the restrictions as the Organization may
approve.

(e) The Organization, in reaching its deter-
rnination under sub-paragraph (d) shall not
recommend the withdrawal or general relaxa-
tion of restrictions on the ground that the exist-
ing or prospective balance-of-payments difficul-
ties of the Member in question could be avoided
by a change in that Member's domestic employ-
ment, reconstruction, development or social pol-
icies. In carrying out such domestic policies,
however, Members shall pay due regard to the
need for restoring equilibrium in their balance
of payments on a sound and lasting basis.

4. In giving effect to the restrictions on im-
ports under this Article, a Member may restrict
imports of products according to their relativc
essentiality in such a way as to give priority to

the importation of products required by its
domestic employment reconstruction, develop-
ment or social policies and programmes. In so
doing the Member shall avoid al unnecessary
damage to the commercial interests of other
Members.

5. If there is persistent and widespread ap-
plication of import restrictions under this Arti-
cle, indicating the existence of a general dis-
cquilibrium which is restricting international
trade, the Organization shall seek consultation
with the International Monetary Fund. The Or-
ganization may then, in collaboration through-
out with the Fund, initiate discussions to con-
sider whether other measures might be taken,
either by those Members whose balances of pay-
ments are under pressure or by those Members
whose balances of payments are tending to be
exceptionally favourable, or by any appropriate
inter-governmental organization, to remove the
underlying causes of the disequilibrium. On the
invitation of the Organization Members shall
participate in such discussions.

6. The Members recognize that in the early
years of the Organization all of them will be
confronted in varying degrees with problems of
economic adjustment resulting from the war.
During this period the Organization shall, when
required to take decisions under this Article or
under Article 28, take full account of the diffi-
culties of post-war adjustment.

7. Throughout this Section the phrase "im-
port restrictions" includes the restriction of im-
ports by state-trading enterprises to an extent
greater that that which would be permissible
under Article 32.

(c) One delegate, supported by two other dele-
gates, suggested the following addition:

"The Organization may initiate proceedings,
analogous to the foregoing, if it considers that
any Member is applying import restrictions un-
der paragraphs 1 and 2 of this Article in a
manner inconsistent with the provisions of par-

agraph. 1 and 2 of this Article, or of Article
27".

(d) One delegate suggested that the expres-
sion "under paragraphs 1 and 2" be amended to
"under paragraphs 1, 2 and 4". The Committee
considered that the sub-paragraph as it stands
should be interpreted as covering the restrictions
referred to under paragraph 4.
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Paragraph 4

Four delegates felt that the text might be clari-
fied at the Second Session.

Paragraph 6

The Committee decided to reverse the order
of paragraphs 6 and 7 of the text approved at the
First Session.

Paragraph 7

The proviso enclosed in square brackets in the
text approved at the First Session was deleted
since it was considered covered by paragraph 1
of Article 21.



Article 27
Non-discriminatory administration of quanti-

tative restrictions
1. No prohibition or restriction shall be ap-

plied by any Member on the importation of
any product of any other Member country or
on the exportation of any product destined for
any other Member country, unless the importa-
tion of the like product of all third countries or
the exportation of the like product to all third
countries is similarly prohibited or restricted.

2. Members shall observe the following pro-
visions in applying import restrictions:

(a) The administration of the restrictions
should be carried out in such a way as to result
in a distribution of trade which approaches as
closely as possible to the shares which the vari-
ous Member countries might be expected to ob-
tain as the result of international competition
in the absence of such restrictions.

(b) Wherever practicable, quotas represent-
ing the total amount of permitted imports
(whether allocated arnong suppiying countries
or not) shall be fixed, and notice given of their
amount in accordance with paragraph 3 (b) of
this Article.

(c) In cases in which quotas arc not prac-
ticable, the restrictions may be applied by means
of import licenses or permits without a quota.

(d) Import licenses or permits, whether or
not issued in connection with quotas shall not
(save for purposes of operating quotas allocated
in accordance with sub-paragraph (e) of this
paragraph) require or provide that the license
or permit be utilized for the importation of the
product concerned from a particular country
or source.

(e) In cases in which a quota is allocated
among applying countries, the shares of the vari-
ous supplying Member countries should in prin-
ciple be determined in accordance with com-
mercial considerations such as price, quality and
customary sources of supply. For the purpose
of appraising such commercial considerations,
the Member applying the restrictions may seek
agreement with respect to the allocation of
shares in the quota with all other Members
having a substantial interest in supplying the
product concerned. In cases in which this
method is not reasonably practicable, the Mem-
ber concerned shall allot to Member countries
having a substantial interest in supplying the
product, shares based upon the proportions, sup-

plied by such Member countries during a pre-
vious representative period, of the total quan-
tity or value of imports of the product, due
account being taken of any special factors which
may have affected or may be affecting the trade
in the product. No conditions or formalities
shall be imposed, which would prevent any
Member from utilizing fully the share of any
such total quantity or value which has been
allotted to it, subject to importation being made
within any prescribed period to which the quota
may relate.

3. (a) In cases where import licenses are
issued in connection with import restrictions, the
Member applying the restriction shall provide,
upon the request of any Member having. an
interest in the trade in the product concerned,
ail relevant information concerning the admin-
istration of the restriction, the import licenses
granted over a past recent period and the dis-
tribution of such licenses among supplying coun-
tries, Provided, however, that there shall be no
obligation to supply information as to the names
of importing or supplying enterprises.

(b) In the case of import restrictions involv-
ing the fixing of quotas, the Member applying
the restrictions shall give public notice of the
total quantity or value of the product or prod-
ucts which will be permitted to be imported
during a specified future period and of any
change in such quantity or value. Any supplies
of the product in question which were en route
at the time at which public notice was given
shall not be excluded from entry, Provided tha:
they may be counted, so far as practicable,
against the quantity permitted to be imported
in the period in question, and also, where neces-
sary against the quantities permitted to be im-
ported in the next following period or periods,
and Provided further that if. any Member cus-
tomarily exempts from such restrictions products
entered for consumption or withdrawn from
warehouse for consumption during a period of
thirty days after the day of such public notice,
such practice shall be considered full com-
pliance with this sub-paragraph.

(c) In the case of quotas allocated among
supplying countries the Member applying the
restriction shall promptly inform all other
Members having an interest in supplying the
product concerned of the shares in the quota,
by quantity or value, currently .allocated to
the various supplying countries and shall give
public notice thereof.

Article 27
Paragraph 2

Paragraph 2 was redrafted so as to make the
provisions more clear and more consequential.
Sub-paragraph-(a), setting out a general principle
of administering import restrictions represents
an addition to the text adopted at the First
Session;
Paragraph 3 (b)
The last sentence was inserted to replace the

provision concerning goods en route, included in
square brackets in paragraph 2 (f) of Article 25 as
worded at the First Session. The second proviso
was added to bring this sub-paragraph into har-
mony with the provision concerning publication
of certain administrative rulings contained in
paragraph 3 of Article 21.
Paragraph 3 (c)
The words "and shall give public notice there-

of" were added.
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4. With regard to restrictions applied in
accordance with paragraph 2 (e) of this Ar-
ticle or under paragraph 2 (e) of Article 25,
the selection of a representative period for any
product and the appraisal of any special fac-
tors affecting the trade in the product shall be
made initially by the Member applying the
restriction, Provided that such Member shall,
upon the request of any other Member having
a substantial interest in supplying that product
or upon the request of the Organization, con-
sult promptly with the other Member or the
Organization regarding the need for an adjust-
ment of the base period selected or for the
re-appraisal of the special factors involved.

5. The provisions of this Article shall apply
to any tariff quota established or maintained
by any Member and, insofar as applicable, the
principles of this Article shall also extend to
export restrictions and to any internal regula-
tion or requirements under paragraphs 3 and
4 of Article 15.

Article 28
Exceptions to the Rule of Non-Discrimination

2. The provisions of this Section shall not
preclude

(a) restrictions with equivalent effect to
exchange restrictions authorized under Section
3 (b) of Article VII of the Articles of Agree-
ment of the International Monetary Fund;

(b) prohibitions or restrictions in accord-
ance with paragraphs 2 (a) (i) or 2 (d) of
Article 25;

(c) conditions attaching to exports which
are neccssary to ensure that an exporting
Member country receives for its exports its
own currency or the currency of any member
of the International Monetary Fund specified
by the exporting Member country;

(d) restrictions in accordance with Article
26 which either (i) are applied against im-
ports from other countries, but not as between
themselves, by a group of territories having a
common quota in the International Monetary
Fund, Provided that such restrictions are in
all other respects consistent with Article 27, or
(ii) assist in the period until 31 December
1951, by measures not involving substantial
departure from the provisions of Article 27, a
country whose economy has been disrupted by
war;

(e) restrictions in accordance with Article
26 which both (i) provide a Member with

additional imports above the maximum total
of imports which it could afford in the light of
the requirements of paragraph 2 of Article 26,
if its restrictions were consistent with Article
27, and (ii) have equivalent effect to exchange
restrictions which are permitted to that Mem-
ber under the Articles of Agreement of the
international Monetary Fund or under the
terms of any special exchange agreement
which may have been made between the
Member and the Organization under Article
29, Provided that a Member which is not ap-
plving restrictions on payments and transfers
for current international transactions, may ap-
ply import restrictions under (i) of this sub-
paragraph in special circumstances and only
with the prior approval of the Organization
in agreement with the International Monetary
Fund.

2. If the Organization finds, after consulta-
tion with the International Monetary Fund on
matters within the competence of the Fund,
that import restrictions or exchange restric-
tions on payments and transfers in connection
with imports are being applied by a Member
in a discriminatory manner inconsistent with
the exceptions provided under this Article or
in a manner which discriminates unnecessarily
against the trade of another Member country,
the Member shall within sixty days remove
the discrimination or modify it as specificd
by the Organization, Provided that a Member
may, if it so desires, consult with the Organiza-
tion to obtain its prior approval for such
discrimination, under the procedure set forth
in paragraph 3 (c) of Article 26, and to the
extent that such approval is given, the dis-
crimination shall not be open to challenge
under this paragraph.

3. When three-quarters of the Members of
the Organization have accepted the obligations
of Sections 2, 3 and 4 of Article VIII of the
Articles of Agreement of the International
Monetary Fund, but in any event before 31
December 1951, the Organization shall review
the operation of this Article, in consultation
with the International Monetary Fund, with
a view to the earliest possible elimination'of
any discrimination, under paragraphs 1 (e)
(i) and (ii) of this Article, which restricts
the expansion of world trade.

Article 29

Exchange Arrangements

1. The Organization shall seek co-opera-
tion with the International Monetary Fund

Paragraph 4
One delegate reserved his position.

Article 28
Certain delegates objected to the words "which

restricts the expansion of world trade."
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to the end that the Organization and the
Fund may pursue a co-ordinated policy with
regard to exchange questions within the com-
petence of the Fund and questions of quan-
titative restrictions or other trade measures
within the competence of the Organization.

2. Members shall not seek by exchange
action to frustrate the purposes of the Organ-
ization and shall not seek by trade action to
frustrate the purposes of the International
Monetary Fund.

3. In order to avoid the imposition of trade
restrictions and discriminations through ex-
change techniques and in order to avoid the
danger of conflicting jurisdiction between the
Organization and the International Monetary
Fund in exchange matters, Members of the
Organization shall also undertake membership
of the International Monetary Fund, Provided
that any country which is not a member of
the International Monetary Fund may bccome
a Member of the Organization if upon accept-
ing this Charter it undertakes to enter, within
a time to be determined by the Organiza-
tion after consultation with the International
Monetary Fund, into a special exchange agree-
ment with, the Organization which would be-
come part of its obligation under this Charter,
and Provided further that a member of the
Organization which ceases to be a member of
the International Monetary Fund shall forth-
with enter into a special exchange agreement
with the Organization which shall then be-
come part of its obligations under this
Charter.

4. A Member which has made such an
agreement undertakes to furnish the Organ.
ization with the information which it may
require, within the general scope of Section
5 of Article VIII of the Articles of Agreement
of the International Monetary Fund, in order
to carry out its functions relating to such
agreement.

5. A special exchange agreement between
a Member and the Organization under para-
graph 3 of this Article must provide to the
satisfaction of the Organization, collaborating
throughout with the Internatïonal Monetary
Fund, that the purposes common to the Or-
ganization and the Fund will not be frustrated
as a result of action in exchange matters by
the Member in question.

6. The Organization shall seek and accept
the opinion of the International Monetary
Fund as to whether action by the Member in
exchange matters is permissible under the
terms of the special exchange agreement and
shall act in collaboration with the Interna-
tional Monetary Fund on all questions which
may arise in the working of a special exchange
agreement under this Article.

SECTION D. SUBSIDIES

Article 30
General undertaking regarding subsidies-
Elimination of export subsidies-Exceptions

1. If any Member grants or maintains any
subsidy, including any form of income or

Article 29
Paragraph 3

This paragraph was redrafted so as to permit a
country not being a member of the Inter-
national Monetary Fund to become a Member
of the Organization if it undertakes to enter,
within a time to be determined by the Organi-
zation after consultation with the Fund, into a
special exchange agreement.

Paragraph 4
The order of paragraphs 4 and 5 was reversed.

Suggested new Article.
One delegate proposed that a new Article be

inserted after Article 29, reading as follows:
"1. Any Member country recognized as an

economically under-developed country, shall be
allowed, as a means for creating favourable con-
ditions for its industrial development, to impose
or maintain restrictions on the quantity or
value of merchandise permitted to be imported
or exported.

"2. Any Member country which considers
such an action necessary to facilitate its indus-
trial development, shall be entitled to impose
or maintain quantitative restrictions on im-
ports or exports under paragraph 1 of this
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Article until it is recognized as having been
fairly industrialized.

"3. Any Member country making use of the
provisions of this Article shall conform to the
following conditions:

" (a) Quantitative restrictions to be thus im-
posed or maintained should be applied on the
basis of non-discrimination in respect of its
imports from or exports to all Member coun-
tries;
"(b) Such quantitative restrictions should be
periodically adjusted to meet the changing re-
quirements of the country's national economy
and progressively relaxed with the advance of
its industrial development."
The delegate in question explained that his

Government was far from intending to cause any
harm to other countries and that in the event of
any complaint being made by any Member coun-
try affected, consultation with the Organization
could follow.

Article 30

Paragraph 1
(a) A. is suggested in the Report of the First

Session (page 16, Section D:1(d)(iv)), the Com-
mittee considered the initial words "Except as



price support, which operates directly or in-
directly to increase exports of any product
from, or to reduce imports of any product
into, its territory, the Member shall notify
the Organization in writing as to the extent
and nature of the subsidization, as to the
estimated effect of the subsidization on the
quantity of the affected product or products
imported into or exported from the territory
of the Member country and as to the condi-
tions making the subsidization necessary. In
any case in which it is determined that serious
prejudice to the interest of any other Member
is caused or threatened by any such subsidiza-
tion, the Member granting the subsidization
shall, upon request, discuss with the other
Member or Members concerned, or with the
Organization, the possibility of limiting the
subsidization.

2. (a) No Member shall grant, directly or
indirectly, any subsidy on the exportation of
any product, or establish or maintain any
other system, which results in the sale of such
product for export at a price lower than the
comparable price charged for the like product
to buyers in the domestic market, due allow-
ance being made for differences in the candi-
tions and terms of sale, for differences in
taxation, and for other differences affecting
price comparability, Providcd that this shall
not prevent any Member from exempting ex-
ported products from duties or taxes imposed
in respect of like products when consumed

domestically, from remittinigsuch duties or
taxes which have accrued, or from using, the
proceeds of suc. duties or taxes to make pay-
ments to domestic producers;

(b) Members shall give effect to the pro-
visions of this paragraph at the earliest prac-
ticable date, but in any event not later than
three years from the day on which this Charter
enters into force. If any Member considers
itself unable to make the provisions of this
paragraph effective in respect of any specified
product or products upon the expiration of
such period, such Member shall, at least three
months before the expiration of such period,
give ta the Organization notice in writing
requesting a specific extension of the period
and accompanied by a complete analysis of
the system in question and the facts justifying
it. It shall then be determined whether the
extension requested should be made.

8. A system for the stabilization of the do-
mestic price or of returns to domestic pro.
ducers of a primary product, which results
over a period in the sale of the product for
export at a price lower than the comparable
price charged for the like product ta buyers
in the domestic market, may be determined
not to involve a subsidy on exportation under
the terms of paragraph 2 of this Article if it
has also resulted over a period in the sale of
the product for export at a price higher than
the comparable price charged for the like

provided in paragraphs 2 and 4 of this Article".
They were found superfluous and accordingly
deleted.

(b) Certain other changes, chiefly of a formal
nature, were made in the first sentence. It will
be observed that the provision in this sentence
as now drafted applies to cases in which the sub.
sidy operates, "directly or indirectly", to increase
exports or reduce imports of any product and can
thus not be interpreted as being confined ta sub-
sidies operating directly to affect trade in the
product under consideration. Similarly, in the
same sentence the words "anticipated effect" were
changed to "estimated effect" in order to remove
the possible impression that the effect of a sub-
sidy on trade could be accurately predicted.
Paragraph 2

(a) The initial words of paragraph 2, refer-
ring to paragraph 4, were deleted as superfluous,
and the paragraph was divided into two sub-
paragraphs (a) and (b).

(b) The concluding words of sub-paragraph
(a) were modified for greater clarity. The dele-
tion of the words "would be considered as a case
under paragraph 1" was designed in part to ren-
der it clear that while paragraph 2 covers export
subsidies, it is not an alternative to paragraph 1.
which covers subsidies of ail kinds, whether do-
mestic subsidies or export subsidies, if they affect
exports or imports.

(c) At the First Session one delegate had made
a reservation (cf. page 16, Section D, 1(d)(ix) of
the Report) with a view to modifying paragraph
2 so that subsidies to promote exports of "special
commodities" would be permitted in certain
countries until they had attained equilibrium in
their balance of payments. The same delegate in
the Committee expressed his willingness to with-
draw the reservation if satisfied that the subsidies
in question were permissible under other provi-
sions of the Charter.

(d) One delegate wished to have it recorded
that in his view paragraph 2 "should not be inter-
preted su as to prevent countries far removed from
world market to sell their products at current
work market prices even though these may be
lower than the prices charged in the domestic
market, such action not being the result of a
direct or indirect subsidy or of the establishment
of any other system."
Paragraph 3
At the First Session (page 16, Section D, 1(d)

(xi) of the Report) one delegate had raised the
question whether the domestic. price to be con-
sidered in this paragraph should not be that paid
ta domestic producers. The Committee added
the words "or of returns to domestic producers"
after "domestic price" in the first line but the
same delegate reserved his right to raise the
question again at the Second Session.
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product to domestic buyers, and if the system
is so operated, either because of the effective
limitation of production or otherwise, as not
to stimulate exports unduly or otherwise seri-
ously prejudice the interest of other Members.

4. (a) In any case of subsidization of a
primary commodity, if a Member considers
that its interests are scriously prejudiced by
the subsidy or if the Member granting the
subsidy considers itself unable to comply with
the provisions of paragraph 2 of this Article
within the time limit laid down therein, the
difficulty may be determined to be a special
difficulty of the kind referred to in Chapter
VII, and in that event the procedure laid
down in that Chapter shall be followed;

(b) If it is determined that the measures
provided for in Chapter VII have not suc-
ceeded, or do not promise to succeed, within
a reasonable period of time, in removing or
preventing the development of a burdensome
world surplus of the primary product con-
cerned, the requirements of paragraph 2 of
this Article shall cease to apply in respect of
such product as from the effective date of such
determination and shall not be re-applied in
respect of such product until a date deter-
mined in accordance with procedures ap-
proved by the Organization.

5. Notwithstanding the provisions of para-
graph 2 and sub-paragraph 4 (b) of this Ar-
ticle, no Member shall grant any subsidy on
the exportation of any product which has the

effect of acquiring for that Member a share of
world trade in that product in excess of the
share which it had during a previous repre-
sentative period, account being taken insofar
as practicable of any special factors which may
have affected or may be affecting the trade in
that product. The selection of a representative
period for any product and the appraisal of
any special factors affecting the trade in the
product shall be made initially by the Mem-
ber granting the subsidy, Provided that such
Member shall, upon the request of any other
Member having an important interest in the
trade in that product, or upon the request of
the Organization, consult promptly with the
other Member or with the Organization re-
garding the need for an adjustment of the
base period selected or for the re-appraisal of
the special factors involved.

6. Any determination required by or ap-
propriate to the operation of this Article shall
be made under procedures established by the
Organization in accordance with paragraph 4
of Article 66.

SECTION E. STATE TRADING

Article 31
Non-discriminatory administration of state.

trading enterprises
i. If any Member establishes or maintains

a state enterprise, wherever located, which
imports, exports, purchases, sells, or distrib-
utes any product, or if any Member grants

Paragraph 4(b)
(a) The reference to paragraph I was deleted

since it was considered that in cases such as those
dealt with here the obligation of the subsidizing
Member to notify the Organization and discuss

with the. Members concerned should not be re-
linquished.

(b) Two delegates reserved their position since
they feared that this sub-paragraph might enable
subsidizing countries, taking such an attitude
that no agreement could be reached, to be free
to act as they wished without regard to their
obligation under paragraph 2. They did not con-
sider the provisions of paragraph 5 an adequate
safeguard against abuse. They therefore sug
gested that paragraph 4(b) be deleted.
Paragraph 5

(a) In the Report of the First Session, this
paragraph appeared as a subparagraph of para-
graph 4, which was concerned wholly with pri-
mary commodities. Alter the change in the text
referred to in the following paragraph, it was
found appropriate to present it as paragraph 5.

(b) The Commitee decided to delete the word
"primary" before "product" in the first sentence
so as to extend the limitation provided for to all
export subsidies, whether on primary or non-
.primary commodities, whenever such subsidies
are permited under this Article.
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(c) One delegate reserved his position.

Article 31
Paragraph 1

(a) The square brackets enclosing the words
"distribute or produce" in the first sentence of
the text adopted at the First Session were deleted.

(b) One delegate objected to the inclusion of
these words.

(c) The words "and exercise effective control
over the trading operations of such enterprise"
entered in square brackets in the same sentence
were deleted in connection with an amendment
ta paragraph 8.
(d) Finally, the last sentence in the text adopted

at thc First Session (stating the obligation of
Members maintaining State enterprises or grant-
ing exclusive or special privileges to enterprises
tO supply information in connection with con-
sultation) was deleted as a result of the insertion
of a similar provision in paragraph I of Article
35.

(e) It was agreed that the charging by a state
enterprise of different prices for its sales of a
product in different markets, domestic or for-
eign, is not precluded by the provisions of Article
31, provided that such different prices are
charged for commercial reasons, to meet condi-
tions of supply and demand in export markets.



exclusive or special privileges, formally or in
effect, to any enterprise to import, export,
purchase, sell, distribute or produce any prod-
uct, the commerce of other Members shall be
accorded treatment no less favourable than
that accorded to the commerce of any country
other than that in which the enterprise is
located in respect of the purchase or sale by
such enterprise of any product. To this end
such enterprise shall, in making its external
purchases or sales of any product, be influ-
enced solely by commercial considerations,
such a- price, quality, marketability, trans-
portation and other terms of purchase or sale,
having due regard to any differential customs
treatment maintained consistently with the
other provisions of this Charter.

2. The provisions of paragraph 1 of this
Article relating to purchases of imports by
state enterprises shall apply to purchases or
imports of products for re-sale [or for use in
the production of goods for sale]. With re-
spect to purchases or imports by state enter-
prises of products for governmental use and
not for re-sale [or for use in the production
of goods for sale]. Members shall accord to
the commerce of the other Members fair and
equitable treatment, having full regard to all
relevant circumstances.

3. This Article shall apply to any enter-
prise, organ or agency in which there is effec-
tive control by a Member government.

Alternative A
or over whose trading operations a Mem-

ber government exercises effective control by
virtue of the special or exclusive privileges
granted to the enterprise.
Alternative B

or over whose trading operations a govern-
ment is, under the arrangements providing
for the special or exclusive privileges granted
to the enterprise, legally entitled to exercise
effective control.

Article 32

Expansion, of trade by state monopolies of
individual producis

1. If any Member, other than a Mcmber
subject to the provisions of Article 88, estab-
lishes, maintains or authorizes, formally or in
fact, an effective monopoly of the importation
or exportation of any product, such Member
shall, upon the request of any other Member
or Members having an interest in trade with
that Member in the product concerned, enter
into negotiations with such Member or Mem-
bers in the manner provided for in respect
of tarifEs under Article 24, with regard to (a)
in the case of an export monopoly, arrange-
ments designed to limit or reduce the protec-
tion afforded through the operation of the
monopoly to domestic users of the monop-
olized product or to assure exports of the mo-
nopolized product in adequate quantities at
reasonable prices; or (b) in the case of an im-
port monopoly, the maximum margin by
which the price for an imported product
charged by the monopoly in the home market
may exceed the landed cost, before payment
of any duty, of such product purchased by the
monopoly from suppliers in the territories of
Members, after due allowance for internal
taxes, transportation, distribution and other
expenses incident to purchase, sale or further
processing, and for a reasonable margin of
profit. For the purpose of applying this mar-
gin regard may be had to average landed costs
and selling prices of the monopoly over recent
periods.

2. Any Member newly establishing any im-
port monopoly in respect of any product shall
not create a margin as defined in paragraph
1 (b) greater than that represented by the max-
imum rate of import duty which may have
been negotiated in regard to that product
pursuant to Article 24.

3. With regard to any monopolized product
in respect of which a maximum margin has

Paragraph 2
(a) The words "or for use in the production of

goods for sale" were added in square brackets in
this paragraph as well as in paragraph 5 of
Article 15, for consideration at a later stage.

(b) Three delegates reserved their position
with regard to the insertion of these words.
Paragraph-3

(a) The text contains two alternatives pre-
sented for consideration at the Second Session.

(b) Three delegates reserved their position
stating that they preferred the text adopted at
the First Session. Two of them stated that, if
they would have to choose between the two alter-
natives now recommended, they would prefer
Alternative A.

Article 32
Paragraph 1
The Committee felt that the technique of

negotiating price margins might not be prac-
ticable in the case of export monopolies, and
that it would thus bc preferable to set forth in
the Charter a general principle, the detailed
implementation of which would be left to the
negotiating parties.

Paragraph 3
(a) The Committee noted that the obligation.

of a monopoly to import from Members such
quantities of a monopolized product aswould
be sufficient to satisfy the full domestic demands
might in effect result in a complete prohibition
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been established pursuant to paragraph 1 (b)
or paragraph 2 of this Article, the monopoly
shall, as far as administratively practicable,
and subject to the other provisions of this
Charter, import [from Memberil and offer
for sale at prices charged within such max-
imum margin such quantities of the product
as will be sufficient to satisfy the full domestic
demand for the imported product, account
being taken of any rationing to consumers of
the imported and like domestic product which
may be in force at that time.

4. In applying the provisions of this Article,
due regard shall be had for the fact that some
monopolies are established and operated
mainly for revenue purposes.

Article 33

Expansion of trade by complete state monop-
olies of import trade

[Any Member establishing or maintaining
a complete or substantially complete monop-
oly of its import trade shall promote the ex-
pansion of its foreign trade with the other
Members in consonance with the purposes of
this Charter. To this end such Member shall
negotiate with the other Members an arrange-
ment under which, in conjunction with the
granting of tariff concessions by such other
Members, and in consideration of the other
benefits of this Chapter, it shall undertake to
import in the aggregate over a period prod-
ucts of the other Members valued at not less
than an amount to be agreed upon. This pur.
chase arrangement shall be subject to periodic
adjustment.]

SECTION F. EMERGENCY PROVISIONS-
CONSULTATION

Article 34
Emergency action on imports of particular

products

1. If, as a result of unforeseen develop-
ments and of the effect of the obligations in-
curred under or pursuant to this Chapter, any
product is being imported into the territory
of anv Member in such increased quantities
and under such conditions as to cause or
threaten serious injury to domestic producers
of like or directly competitive products (or,
in the case of a product which is the subject
of a concession with respect to a preference,
is being imported under such conditions as
to cause or threaten serious injury to pro-
ducers in a territory which receives or re-
ceived such preference) , the Member shall be
free to suspend the obligation in respect of
such product in whole or in part, or to with-
draw or modify the concession to the extent
and for such time as may be necessary to
prevent such injury.

2. Before any Member shall take action
pursuant to the provisions of paragraph 1 of
this Article, it shall give notice in writing to
the Organization as far in advance as may be
practicable and shall afford the Organization
and those Members having a substantial in-
terest as exporters of the product concerned,
an opportunity to consult with i; in respect
of the proposed action. In critical and excep-
tional circumstances such action may be taken
provisionally without prior consultation, Pro-

of imports of the product from non-Members.
This result, it is felt, could not have been in-
tended. However, in view of the doubt expressed
by certain delegates regarding the effect of de-
leting the phrase "from Members", these words
have been placed in square brackets for consid-
eration at the Second Session.

(b) The Committee considered paragraph 5,
Section A, Part II, Chapter IV of the Report of
the First Session and decided that it was not prac.
ticable to write into Article 32 or 33 provisions
for state monopolies corresponding to those ap-
plying to private monopolies according to Chap-
ter VL It was therefore decided to disregard this
factor in the draft of Article 32, and to recom-
mend the insertion of the words "public or" in
paragraph 1(a) of Article 39so as to place equiva-
lent obligations on public and private monopolies
without discrimination.
At the First Session it was decided that Article

33 should be left for consideration at a later stage.
The Committee did not feel itself called upon
to consider this Article. It is reproduced in square
brackets above as given in the United States
Draft Charter.

Article 34
Paragraph 1
The words "is being imported under such con-

ditions as to cause or threaten serious injury"
were added to the words enclosed in brackets.
The words "The Member shall be free to sus-
pend the obligation in respect of such products
in whole or in part, or to withdraw the conces-
sion" were substituted for "the Member shall be
free to withdraw the concession, or suspend the
obligation, in respect of such product, in whole
or in part, or to modify the concession".

Paragraph 2
(a) It was decided to divide paragraph 2, as

adopted at the First Session, into two paragraphs,
the second of which (now paragraph 3) refers to
the situation arising in cases when the stipulated
consultation does not lead to agreement among
the Members concerned.

(b) Three delegates maintained the view their
delegations had expressed at the First Session
that it was undesirable to permit action under
Article 34 without prior consultation even in
emergency circumstances. One delegate also main.
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vided that consultation shall be effected im-
mediately following upon the taking of such
action.

3. If agreement among the interested Mem-
bers with respect to the action is not reached,
the Member which proposes to take or con-
tinue the action, shall, nevertheless, be free
to do so, and if such action is taken or con-
tinued, the affected Members shall then be
free, not later than sixty days after such action
is taken, to suspend, upon the expiration. of
thirty days from the day on which written
notice of such suspension is received by the
Organization, the application to the trade of
the Member taking such action, of such sub-
stantially equivalent obligations or concessions
under this Chapter the suspension of which
the Organization does not disapprove. In
cases of abuse the Organization may authorize
an affected Member to suspend obligations or
concessions in addition to those which may be
substantially equivalent to the action origin-
ally taken.

Article 35
Consultation-Nullification or impairment
1. Each Member shall accord sympathetic

consideration to, and shall afford adequate
opportunity for consultation regarding, such
representations as may be made by any other
Member with respect to the operation of cus-
toms regulations and formalizes, anti-dump-
ing and countervailing duties, quantitative
and exchange regulations. subsidies, state-
trading operations, sanitary laws and regula-
tions for the protection of human, animal or
plant life or health, and generally all matters
affecting the operation of this Chapter; and
shall, in the course of such consultation, pro-

vided the other Member with such informa-
tion as will enable a full and fair appraisal of
the situation which is the subject of such rep-
resentations.

2. If any Member should consider that any
other Member is applying any measure,
whether or not it conflicts with the terms of
this Charter, or that any situation exists,
which has the effect of nullifying or impairing
any object of this Charter, the Member or
Members concerned shall give sympathetic
consideration to such written representations
or proposals as .nay be made with a view to
effecting a satisfactory adjustment of the mat-
ter. If no such adjustment can be effected, the
matter may be referred to the Organization,
which shall, after investigation, and, if neces-
sary after consultation with the Economic
and Social Council of the United Nations and
any appropriate intergovernmental organiza-
tions, make appropriate recommendations; to
the Members concerned. The Organization,
if it considers the case serious enough to jus-
tify such action, may authorize a Member or
Members to suspend the application to any
other Member or members of such specified
obligations or concessions under this Chapter
as may be appropriate in the circumstances.
If such obligations or concessions are in fact
suspended. any affected Member shall then be
free, not later than sixty days after such action
is taken, to withdraw from the Organization
upon the expiration of sixty days from the day
on which written notice of such withdrawal is
received by the Organization.

SECTION G. RELATIONS WITH NON-MEMBERS

Article 36
Contractual relations with non-members.
Treatment of the trade of non-members

tained that if action without prior consultation
was permitted to a Member, immediate counter-
action by other affected Members should also be
permitted.
Paragraph 3
The Committee considered it desirable that

the retaliatory action permissible under this para-
graph should not be unnecessarily delayed. Ac-
cordingly, it suggests the shortening from sixty
to thirty days of the period to be observed from
the date on which written notice of the suspen-
sion of obligations or concessions is received by
the Organization.

Article 35
Paragraph 1

(a) The examples of matters that may be sub-
ject to representations, enumerated in the first
part of this paragraph, were added to by inclu-
sion of the words "anti-dumping and counter-
vailing duties" and "subsidies".

(b) One delegate reserved his position for the

Lime being regarding the insertion of "anti-dump-
ing and countervailing duties".

(c) A number of delegates suggested insertion
of the words "without prejudicing the legitimate
business interests of particular private or state
trading enterprises," after "such information as
will". One delegate was strongly in favour of the
inclusion of these words which, he considered,
expressed the intentions of the First Session (cf.
page 17, Section E: I(iv) of the Report).

(d) One delegate, supporting the remarks made
by the last-mentioned delegate, declared that if
the reference to the legitimate business interests of
public and private enterprises were not included,
he preferred restoration of the text of the First
Session (deleting the words from "and shall, in
the course," etc.).

Article 36
At its First Session, the Preparatory Committee

decided to Ieave Article 36 for consideration at
a later stage. The Drafting Committee did not
discuss this Article.
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SECTION H. GENERAL EXCEPTIONS

Article 37
General exceptions to chapter V

Subject to the requirement that such meas-
ures are not applied in a manner which would
constitute a means of arbitrary or unjustifiable
discrimination between countries where the
same conditions prevail, or a disguised re-
striction on international trade, nothing in
Chapter V shall be construed to prevent the
adoption or enforcement by any Member of
measures:

The text of this Article, as given in the United
States Draft Charter, is reproduced below for
reference:

"1. No Member shall seek exclusive or pref-
erential advantages for its trade in the territory
of any non-Member which would result, direct-
ly or indirectly, in discrimination in that :er-
ritory against the trade of any other Member.

"2. No Member shall be a party to any agree-
ment or other arrangement with any non-
Member under which such non-Member shall
be contractually entitled to any of the bene-
fits of this Charter.

"3. With regard to countries which, although
eligible for membership, have not become
Members or have with-drawn from the Or-
ganization, no Member shall, except with the
concurrence of the Organization, apply to the
trade of such countries the tariff reductions
effected by such Member pursuant to Article
18. This paragraph shall become effective
upon the expiration of one year from the date
on which the Organization is established:
Provided, That this period may be extended
by the Organization for further periods not
to exceed six months each.

"4. Members undertake to review any inter-
national obligations they may have which
would prevent them from giving full effect to
paragraphs 1 and 2 of this Article and, if neces-
sary for that purpose, to terminate such obli-
gations either by agreement or in accordance
with their terms."

- Article 37
GENERAL COMMENTS

(a) Article 32 of the United States Draft Cîar-
ter (corresponding to Article 37) contains the
following item:

"(1) imposed in accordance with a deter-
mination or recommendation of the Organiza-
tion formulated under paragraphs 2, 6 or 7 of
Article 55" (the present Article 66).
The Committee considered that the articles

referred to in Article 66 covered adequately the
exception considered under the item quoted
above and hence was of the opinion that this
item should not be included in Article 37. One
delegate, however, felt that deletion of this item
would involve that the determination and recom-
mendations tinder paragraphs 6 and 7 of Article
66 would still have to conform to the provisions

(a) Necessary to protect public morals;
(b) For the purpose of protecting human,

animal or plant life or health, if corresponding
domestic safeguards under similar conditions
exist in the importing country;

(c) Relating to fissionable materials;
(d) Relating to the traffic in arms, ammu-

nition and implements of war and to such
traffic in other goods and materials as is car-
ried on for the purpose of supplying a military
establishment;

(e) In time of war or other emergency in
international relations, relating to the pro-

of Chapter V, unless they were waived by a two-
third majority under the provisions of para-
graph 2 of Article 66. The proposed change
would thus in his opinion involve a material
deviation from the general opinion at the First
Session and from the original text.

(b) One delegate suggested that Article 37
should contain a provision permitting a Member
to prohibit the importation of any commodity,
the production of which is prohibited domesti-
cally.

(c) As it seemed to be generally agreed that
electric power should not be classified as a com-
modity, two delegates did not find it necessary
to reserve the right for their countries to prohibit
the export of electric power.

(d) One delegate maintained a suggestion by
his delegation at the First Session to the effect
that a paragraph should be added to permit
measures "temporarily imposed to prevent, arrest
or relieve conditions of social' disturbance,
natural calamity or other national emergencies,
provided that such measuresare withdrawn as
soon as the said conditions cease to exist". It
was suggested that paragraph 2 (b) of Article
25 covers this point to a certain extent.

(e) One delegate suggested that a Member
should be allowed temporarily to discriminate
against the trade of another Member when this
is the only effective measure open to it to retali.
ate against any discrimination practiced by that
Member in matters outside the purview of the
Organization, pending a settlement of the issue
through the United Nations. (cf. the reservation
by the same delegate regarding Article 23-Boy-
cotts).

SPECIFIC COMMENT
Sub-paragraphs (a) and (b)
One delegate pointed out that his country's

restrictions on the importation, production and
sale of alcoholic beverages had as its chief object
the promotion of temperance. He therefore con-
sidered that the taxation and the price policy of
its state liquor and wine monopoly was covered
by these subparagraphs.
Sub-paragraph (b)

Six delegates preferred the following wording:
"necessary to protect human, animal or plant
life or health."
Sub-paragraph (c)
One delegate reserved his position on item (c).
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tection of the essential security interests of a
Member;

(f) Relating to the importation or exporta-
tion of gold or silver;

(g) Necessary to secure compliance with
laws or regulations which are not inconsistent
with the provisions of Chapter V, such as,
those relating to customs. enforcement, de-
ceptive practices, and the protection of pat-
ents, trade marks and copyrights;

(h) Relating to the products of prison
labour;

(i) Imposed for the protection of national
treasures of artistic, historic or archaeological
value;

(j) Relating to the conservation of exhaust-
ible natural resources if such measures are
taken pursuant to international agreements or
are made effective in conjunction with restric-
tions on domestic production or consump-
tion; or

(k) Undertaken in pursuance of obligations
under the United Nations Charter for the
maintenance or restoration of international
peace and security.

SECTION I. TERRITORIAL APPLICATION
Article 38

Territorial application of chapter V-Frontier
traffic-Customs unions

1. The provisions of Chapter V shall apply
to the customs territories of the Members. If
there are two or more customs territories un-

der the jurisdiction of any Member, each such
customs territory shall be considered as though
it were a separate Member for the purpose of
interpreting the provisions of Chapter V.

2. The provisions of Chapter V shall not be
construed to prevent:

(a) Advantages accorded by any Member
to adjacent countries in order to facilitate
frontier traffic; or

(b) The formation of a customs union,
Provided that the duties and other regulations
of commerce imposed by any such union in
respect of trade with Members shall not on
the whole be higher or more stringent than
the average level of the duties and regulations
of commerce applicable 'in the constituent
territories prior to the formation of such
union.

3. Any Member proposing to enter into a
customs union shall consult with the Organi-
zation and shall make available to it such in-
formation regarding the proposed union as
will enable the Organization to make such
reports and recommendations to Members as
it may deem appropriate.

4. The Members recognize that there may
in exceptional circumstances be justification
for new preferential arrangements requirin"
an exception to the provisions of Chapter V.
Any such exception shall conform to the cri-
teria and procedures which may be established
by the Organization under paragraph S of
Article 66.

Sub-paragraph (1)
One delegate raised the question whether this

*sub-paragraph should refer to silver which is an
ordinary commodity in world trade.
Sub-paragraph (j)

(a) One delegate maintained the suggestion
made by his delegation at the First Session that the
words following upon "natural resources" should
be deleted. Two other delegates maintained their
support of this suggestion by the delegate for
India.

(b) One delegate maintained his proposal that
the words "or other" be added before "resources".

Article 38

Paragraph 1
The representative of the International Mone-

tary Fund pointed out that he was unable at the
present stage to express an opinion on the impli-
cations of this paragraph on Articles 26, 28
and 29.
Paragraph 2
One delegate suggested that sub-paragraph (b)

should begin with the words "the formation,
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including its initial transitional stage, of a union"
etc. This amendment was supported by another
delegate. During the discussion reference was
made to the fact that the wording adopted at
the First Session permits of measures which in
fact represent a transition towards a custom
union.
Paragraph 3
One delegate drew attention 20 a suggestion

made by his delegation at the First Session ask-
ing that provision should be made in this par.
graph so as to allow continuation of his country's
special arrangements with certain neighbouring
islands.
Paragraph 4
Two delegates maintained reservations made

by their delegations at the First Session in favour
of special treatment of regional preferences (para
graph 5(c), Section A Chapter III, Part Il of the
Report). One of these delegates objected to the
application of Article 66 in the case in question
since in practice this might imply that a two-third
majority would be required for approving re-
gional preferences. Another delegate associated
himself with this reservation.



5. For the purpose of this Article a customs
territory shall be understood to mean any
territory within which separate tariffs or other
regulations of commerce are maintained with
respect to a substantial part of the trade of
such territory. A customs union shall be un-
derstood to mean the substitution of a single
customns territory for two or more customs

territories, so that all tariffs and other re-
strictive regulations of commerce as between
the territories of members of the union are
substantially eliminated and substantially the
same tariffs and other regulations of commerce
are applied by each of the members of the
union to the trade of territories not included
in the union.
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CHAPTER VI. RESTRICTIVE BUSINESS
PRACTICES
Article 39

Policy towards restrictive business practices

1. Members shall take appropriate meas-
ures, individually or through the Organization
or in both ways, to prevent business practices
affecting international trade which restrain
competition, limit access to markets or foster
monopolistic control whenever such practices
have harmful effects on the expansion of pro-
duction and trade and the maintenance in all
countries of high levels of real income or im-
pair any of the purposes of the Organization
as set forth in Article l.

2. Without limiting the generality of par-
agraph 1 of this Article, the practices listed in
paragraph 3 below shall be subject to investi-
gation in accordance with the procedure with
respect to complaints provided by the rel-
evant Articles of-this Chapter, if the Organi-
zation considers them to have or to be about
to have any of the harmful effects enumerated
in paragraph 1 of this Article, whenever

(a) They are engaged in or made effective
by one or more public or private commercial

enterprises or by a combination, agreement
or other arrangement between commercial
enterprises, whether between private commer-
cial enterprises, between public commercial
enterprises, (i.e., trading agencies of govern-
ments or enterprises in which there is effec-
tive public control), or between private and
public commercial enterprises; and

(b) Such commercial enterprises, individ-
ually or collectively, possess effective control
of trade among a number of countries in one
or more products.

3. The practices referred to in paragraph
2 of this Article are as follows:

(a) Fixing prices or terms or conditions to
be observed in dealing with others in the pur-
chase, sale or lease of any product;

(b) Excluding enterprises from any terri-
torial market or field of business activity, al-
locating or dividing any territorial market or
field of business activity, allocating customers,
or fixing sale or purchase quotas;

(c) Discriminating against particular en-
terprises whether by boycott or otherwise;

(d) Limiting production or fixing produc-
tion quotas;

GENERAL COMMENTS

Chapter VI
(a) A number oi delegates maintained their

reservation against the exclusion of services from
the purview of Chapter VI. One delegate held
the opinion that services fell under the terms of
reference of the Preparatory Committee and that
in this respect there was no necessity to request
a ruling from the Economic and Social Council.

(b) Several delegates maintained the reserva-
tions which their delegations had made at the
First Session regarding the compulsory registra-
tion of restrictive business practices with the
Organization. One delegate maintained his
reservation that the register of restrictive busi-
ness practices kept by the Organization should
bc given some degree of publicity.

SPECIFIC COMMENTS
Article 39

Paragraph 1
A suggestion by one delegate to include the

mention of economic development was met by
the reference to all the purposes of the Organiza-
tion which implicitly included economic de-
velopment.
Paragraph 2

3. In the first sentence the words "in accord-
ance with the procedure with respect to com-
plaints provided by the relevant articles of this
Chapter" were inserted in order to make it clear
that the investigation procedure provided for in
Article 40 should only follow upon a specific
complaint in accordance with Article 40, and
not as a consequence of studies undertaken by
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the Organization in accordance with Article 41.
The Committee was not certain whether this
addition did not constitute a substantive change,
by limiting the authority of the Organization to
investigate restrictive business practices on its
own initiative. The Committee decided to in-
clude the sentence but to refer the question of
the substantive change to the Second Session.
Paragraph 2(a)

(n) The term "public control" was substituted
for the teri- "government control" to show that
enterprises under the control of subordinate
public bodies, such as municipalities and others,
also fall under this sub-paragraph.

(b) The words "public or" were inserted be-
fore "private commercial enterprises" to avoid
any discrimination in the substance of the obli-
gations placed on the two types of enterprise. It.
was not found practicable to draft Article 32 and
33 in such a way as to include the obligations
undertaken by state monopolies regarding Re-
strictive Business Practices. One delegate re-
served his position on this insertion.

(c) Two deiegates reserved their position with
regard to the inclusion of public commercial
enterprises.

(d) One delegate considered that the changes
in paragraph 2 constitute a substantive amend-
ment and preferred to express his final position
in this matter at the Second Session.
Paragraph 3(c)

.This sub-paragraph was reworded as it was
considered that boycotts constituted not a spe-
cific practice but only a special case of dis-
crimination.



(e) Suppressing the application or develop-
ment of technology or invention, whether
patented or unpatented;

(9 Extending the use of rights under pat-
ents, trade marks or copyrights to matters not
properly within the scope of the authorized
grant, or to products or conditions of produc-
tion, use or sale which are not the immediate
subjects of the authorized grant.

Article 40

Procedure with respect to complaints and
conferences

1. The Organization shall
(a) arrange, if it considers such action to be

justified, for particular Members to take part
in a conference requested by any Member
which considers that any particular practices
exist which have or are about to have the ef-
fect described in paragraph 1 of Article 39:

(b) consider each written complaint sub-
mitted by any Member or submitted with the
authorization of a Member by any affected
person, organization or business entity within
that Member's jurisdiction, claiming that par-
ticular practices exist which have or are about
to have the effect described in paragraph I of
Article 39, and prescribe the minimum in-
formation to be included in such complaints;

(c) consider and request each Member con-
cerned to furnish such information as the Or-
ganization may deem necessary including, in-
formation or data from commercial enter-

prises within its jurisdiction, and then deter-
mine whether further investigation is justi-
fied;

(d) if it considers that further investiga-
tion is justified, notify all Members of each
such complaint, request the complainant or
any member to provide such information rele-
vant to the complaint as the Organization may
deem necessary and conduct or arrange for
hearings provided that any Member and thc
parties alleged to have engaged in the practice
shall have the opportunity to be heard at such
hearings.

(e) review all information available and
determine whether the practices in question
have or are about to have the effect described
in paragraph 1 of Article 39.

2. The Organization shall

(a) report fully to all Members its deter-
mination and the reasons therefor; if it finds
that the practices have had [or are about to
have] the effect described in paragraph 1 of
Article 39, it shall request each Member con-
cerned to take every possible action to prevent
the continuance or recurrence of the prac-
tices, and may recommend to the Members
concerned remedial measures to be carried out
in accordance with their respective laws and
procedures,

(b) request all Members concerned to re-
port fully the action they have taken to achieve
these results;

(c) prepare and publish, as soon as possible

Paragraph 3(e)
The words "or development" were added.

Paragraph 3 (f)
(a) The words "of the authorized grant" were

added to clarify the wording.
(b) One delegate maintained his reservation

regarding the. highly technical character of this
sub-paragraph.

Article 40
GENERAL COMMENTS

(a, One delegate maintained the. reservation
his delegation had made at the First Sessions re-
garding the reference of complaints to the Inter-
national Court of Justice.

(b) One delegate's rearrangement and partial
redraft of Article 40 was referred to the Second
Session.

SPECIFIC COMMENTS
Paragraph 1(b)

(a) Two delegates suggested the following for-
mulation: "consider each written complaint sub-
mitted by a Member on its own behalf or on
behalf of any affected person, organization or
business entity, within that Member's jurisdir-
tion". The Committee to retain the text ap-
proved at the First Session merely substituting
the word "authorization" for "permission", and

decided to refer the issue to the Second Session.
(b) The Committee wished to state that in its

opinion it would be one of the first tasks of the
Organization, once a complaint had been re-
ceived, to approach for information those Mem-
bers within whose jurisdiction the person or
business entity alleged to be engaged in the
restrictive business practice was operating.
Paragraph l(e)
The Commiutee inserted the words "or are

about to have" in order to make the text con-
sistent with the wording of paragraph 2, of Ar-
ticle, 39.
Paragraph 2(a) *

1. Three delegates objected to the insertion of
the clause "or are about to have" because they
considered such an insertion amounted to a sub-
stantive change by increasing the authority of
the Organization. The Committee consequently
put the phrase into square brackets for decision
at the Second Session.
Paragraph 2(c)
The words "provisionally or finally closed"

were substituted for the word "completed" to
make it clear that the Organization would not
always be obliged to complete its enquiries, but
if its findings so warranted, it could temporarily
discontinue investigations.

35



after enquiries have been provisionally or
finally closed, reports on all complaints dealt
with under paragraphs 1 (d) of this Article,
showing fully its decisions, findings or other
conclusions, the reasons therefor and any ac-
tion which the Organization has recommended
to the Members concerned; Provided, that

(i) publication of such reports or any
portion thereof may be withheld if it deems
this course justified; and

(ii) the Organization shall not, if a Mem-
ber so requests, disclose confidential infor-
mation furnished by that Member which
would materially damage the legitimate
business interests of a commercial enter-
prise.

(d) report to all Members and make public
if it deems desirable, the action which has
been taken by the Members concerned to
realize the purposes described in paragraph 2
(a) of this Article.

Article 41
Studies relating to restrictive business

practices

1. The Organization may

(a) conduct studies, either on its own initi-
ative or at the request of any Member, or of
the United Nations, or of any specialized
agency brought into relationship with the
United Nations, relating to

(i) types of restrictive business practices
in international trade;

(ii) conventions, laws and procedures
concerning for example incorporation, com-
pany registration, investments, securities,
prices, markets, fair trade practices, trade-
marks, copyrights, patents and the exchange
and development of technology, insofar as
they are relevant to restrictive business
practices;
(b) request information from Memubers in

connection with such studies.

2. The Organization may
(a) make recommendations to Members

concerning such conventions, laws and pro-
cedures as are relevant to their obligations
under this Chapter;

(b) arrange conferences for purposes of
general consultation on any matters relating
to restrictive business practices.

Article 42
Obligation of Members

1: In order to implement the preceding
Articles of tlhis Chapter, each Member shall

(a) take all possible steps by legislation or
otherwise to ensure that private and public
commercial enterprises within its jurisdiction
do not engage in practices which have the ef-
fect described in paragraph 1 of Article 39;
(b) take fullest account of the Organization's
determinations, requests and recommenda-
tions r rade under paragraph 2 (a) of Article
40 and determined appropriate action in ac-
cordance with its system of law and economic
organization to prevent within its jurisdiction
the continuance or recurrence of any practices
which the Organization find to have had [or
to be about to have] the effect described in
paragraph 1 of Article 39.

2. Each Member Shall
(a) establish procedures to deal with com-

plaints, conduct investigations, prepare infor-
mation and reports requested by the Organi-
zation and generally assist in preventing prac-
tices which have the effect described in para-
graph I of Article 39, these measures to be
taken in accordance with the particular sys-
tem of !aw and economic organization of the
country concerned;

(b) conduct such investigations as may be
necessary and practicable to secure informa-
tion requested by the Organization or to pre-
vent practices which have the effect described
in paragraph I of Article 39;

(c) furnish to the Organization, as promptly
as possible and to the fullest extent practi-
cable, such information as is requested by the
Organization under paragraphs I (c), (d) and
2 (b) of Article 40 and under paragraph 1 (a)
of Articie 41 provided that the Member

(i) may withhold confidential information
relating to its national security; or

(ii) on proper notification to the Organi-

Article 42

Paragraph i(b)
(a) The Committee decided to insert the phrase

"or to be about to have" in square brcke's be-
cause the same doubts regarding the substance
prevailed as in paragraph 2(a) of Article 40.

(b) Certain delegates reserved their position
with regard to the use of the wurd "Ctetermine"
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in the third line and suggested replacing it by
the words "in deciding as to".
Paragraph 2(c)(ii)

(a) This clause was inserted to provide for the
adequate protection of legitimate business in-
terests of commercial enterprises against damag-
ing disclosures. Upon the motion of one delegate,
Committee III of the First Session in its last
meeting had agreed to incorporate such a pro.



zation, may withhold information which is
not essential to the Organization in under-
taking an adequate investigation and which,
if disclosed, would materially damage the
legitimate business interests of a commer-
cial enterprise. In notifying the Organiza-
tion that it is withholding information pur-
suant to this clause, the Member shall
indicate the general character of the infor-
mation -withheld;

(d) report, as requested by the Organization
under paragraph 2 (b) of Article 40, the action
taken, independently or in concert with other
Members, to implement recommendations
made by the Organization under paragraph 2
(a) of Article 40, and, in cases in which no
action is taken, to explain to the Organization
the reasons therefor and discuss the matter
further with the Organization if requested to
do so;

(e) take part in conferences upon the re-
quest of the Organization in accordance with
paragraph 1 (a) of Article 40 and paragraph
2 (b) of Article 41.

Article 43
Supplementary enforcement arrangements

1. Members may co-operate with each other
in prohibitive, preventive or other measures
for the purpose of making more effective any
remedial order issued by a duly authorized

agency of any Member in furtherance of the
objectives of this Chapter.

2. Members participating in or intending
to participate in such co-operative action shall
notify the Organization.

Article 44
Continued effectiveness of domestic measures

against restrictive business practices

Any act or omission to act on the part of the
Organization shall not preclude any Member
from enforcing any national stature or decree
directed towards preventing monopoly or re-
straint of trade.'

Article 45
Exceptions to t'ze Provisions of this Chapter

1. The obligations in this Chapter shall not
apply to

(a) inter-governmental commodity arrange-
ments meeting the requirements of Chapter
VII;

(b) the international arrangements excepted
in Article 59.

2. Notwithstanding the foregoing para-
graph the Organization may make recom-
mendations to Members and to appropriate
inter-governmental organizations concerning
any features of the arrangements referred to
in paragraph I (b) of this Article which may
have the effect described in paragraph l of
Article 39.

vision into Chapter VI and this clause implements
this decision.

(b) Three delegates recorded a reservation
against the phrase "which is not essential to the
Organization in undertaking an adequate inves-
tigation", as a substantive departure from the
agreement reached at the First Session.

(e) take part in conferences upon the request of
the Organization in accordance with paragraph
1(a) of Article 40 and paragraph 2(b) of Article
41.

Paragraph 2(e)
(a) The Committee inserted a reference to

paragraph 1(a) of Article 40 because it believed
that the intention of the First Session had been
to include in this paragraph conferences under
Article 40 as well as conferences under Article
41; one delegate reserved his position.

Article 45
Paragraph 1
The Committee examined the desirability of re-

inserting paragraph 1 (c) of Article 40 of the
United States Draft Charter reading: "agreements
or understandings concerning railway transporta-
tion, aviation, shipping and telecommunication
services," into the text of Article 45, but in the
absence of general agreement it decided against
re-insertion.

Certain delegates desired to see services in-
cluded, others desired to see them partly or
wholly excluded. The Committee felt that the
matter was one of substance going beyond its
competence and decided to leave it for considera-
tion at the Second Session. One delegate pro.
posed that if this paragraph were re-inserted it
should read:

"Inter-governmental agreements under the
sponsorship of the Economic and Social Coun
cil of the United Nations, the International
Trade Organization and other specialized
agencies concerning railway transportation,
aviation, shipping and telecommunications
services".
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CHAPTER VII.
INTER-GOVERNMENTAL

COMMODITY ARRANGEMENTS

SECTION A-INTER-GOVERNMENTAL COMMODITY
ARRANGEMENTS IN GENERAL

Article 46
Difficulties relating to primary commodities
The Members recognize that the relation-

ship between production and consumption of
some primary commodities may present spe-
cial difficulties. These special difficulties are
different ;n character from those which manu-
factured goods present generally. They arise
out of such conditions as the disequilibrium
between production and consumption, the ac-
cumulation of burdensome stocks and pro-
nounced fluctuations in prices. They may
have serious adverse effects on the interests
of producers and consumers, as well as wide-
spread repercussions jeopardizing general pol.
icies of economic expansion.

Article 47
Objectives of inter-governmental commodity

arrangements
Inter-governmental commodity arrange-

ments may be employed to enable countries

to overcome the special difficulties referred
to in Article 46 without resorting to action
inconsistent with the purposes of this Charter,
by achieving the following objectives:

(a) to prevent or alleviate the serious eco-
nomic problems which may arise when pro-
duction adjustment cannot bc effected by the
free play of market forces as rapidly as the
circumstances require;

(b) to provide, during the period which
*may lbe necessary, a framework for the con-
sideration and development of measures wvhich

*will have as their purpose economic adjust-
ments designed to promote tl;e expansion of
consumption or a shift of resources and man-
powver out of over-expancled industries into
new and productive occupations;

(c) to moderate pronounced fluctuations
in the price of a primary commodity above
and below the level which expresses the long
tern equilibrium between the forces of sup-
ply and demand [in order to achieve a reason-
able degree of stability on the basis of remu-
nerative prices to efficient producers without
unfairness to consumers];

(d) to maintain and develop the natural
resources of the world and protect them from
unnecessary exhaustion; and

(e) to provide for expansion in the pro-
duction of a primary commodity which is in

GENERAL COMMENTS
(a) When Article 36 is dealt with, the pro-

visions of Chapter VIl, which would allow non-
Members to participate in commodity arrange-
ments, will need to be taken into consideration

(b) One delegate reserved the position of hii
Government on the whole of Chapter VII inso-
far as its operation might interfere with the
production of primary commodities for home
consumption.

(c) In the Report of the First Session (Part
II, Chapter V, Section A, paragraph 3, the Com-
mittee was requested to examine the use of the
terms "primary", "agricultural", "mineral",
"commodity" and "product" throughout the
Charter, in order to ensure uniformity and con-
sistency in their application. The Committee
has found that the terms were properly used
throughout the Charter except in some cases
where amendments have been made. A further
note in this respect will be found in the com-
mentary to Article 60.

(d) Part II, Chapter V, Section D, paragraph
5, of the Report of the First Session referred
to the Committee suggestions concerning the
allocation of certain functions among the var-
ious organs of the Organization. These sug-
gestions were taken into account in the drafting
of Article 77 (Functions of the Commodity Com-
mission). However, it was not felt necessary to
specify in great detail the allocation of func-
dons as given on page 21 of the Report.

SPECIFIC COMMENTS
Article 47

Sub-paragraph (c)
One delegate stressed that the statement of
ectives of commodity arrangements should

clude provision for remunerative as well as
stable prices especially in view of the fact that in
certain countries, due to the lack of alternative
employment, production of a commodity con-
tinues even when not profitable. It was decided
to put an amendment proposed by this delegate
between square brackets as an addition and to
include in the amendment wording safeguard-
ing the interests of consumers.
Sub-paragraphs (d) and (e)
One delegate doubted the necessi~- of includ-

ing sub paragraphs (d) and (e), because they
pertain exclusively to shortage situations. With
reference to sub-paragraph (d), hc was of the
opinion that as conservation agreements were
by their nature regulatory they would have to
conform to the principles governing regulatory
agreements; however, the statement of the cir-
cumstances governing the use of regulatory agree-
ments formulated in Chapter VII did not appear
applicable to conservation agreements, because
it required the presence of a burdensome surplus
or widespread unemployment. As to sub-para.
graph (e), it was difficult to devise an objective
way of determining when a commodity was in
such short supply as to prejudice seriously the
interests of consumers.



such short supply as seriously to prejudice the
interests of consumers.

Article 48
Special commodity studies

1. Any Member substantially interested in
the production, consumption or trade of a
particular primary commodity shall be en-
titled, if it considers that special difficulties
exist or are expected to arise regarding the
commodity, to ask that a study of that com-
modity be made.

2. Unless it resolves that a prima facie case
has not been established, the Organization
shall promptly invite the Members substan-
tially interested in the production and con-
sumption of or trade in the commodity to
appoint representatives to a Study Group to
make a study of the commodity. Non-Mem-
bers having a similar interest may also be
invited.

3. The Study Group shall, in the light of
an investigation of the root causes of the
problem, promptly report its findings regard-
ing the production, consumption and trade
situation of the commodity. If the Study
Group finds that special difficulties exist or
are expected to arise it shall make recom-
mendations to the Organization as to how
best to deal with such difficulties. The Or-
ganization shall transmit promptly to the
Members any such findings and recommenda-
tions.

Article 49
Commodity conferences

1. On the basis of the recommendations of
the Study Group or on the basis of informa-
tion about the root causes of the problems
agreed to be adequate by the Members sub-
stantially interested in the production, con-
sumption or trade of a particular primary
commodity, the Organization shall promptly

at the request of a Member having a substan-
tial interest, or may, on its own initiative,
convene an inter-governmental conference for
the purpose of discussing measures designed
to meet the special difficulties which have been
found to exist or are expected to arise.

2. Any Member having a substantial in-
terest in the production and consumption of
or trade in the commodity shall be entitled to
participate in the Conference, and non-Mem-
bers having a similar interest may be invited
by the Organization to participate.

Article 50

Relations with inter-governmental
organizations

1. Competent inter-governmental organiza-
tions, such as the Food and Agriculture Or-
ganization, shall be entitled:

(a) to submit to the Organization any rele-
vant study of a primary commodity;

(b) to ask that a study of a primary com-
modity be made.

2. The Organization may request any in-
ter governmental organization which it deems
to be competent, to attend or take part in the
work of a Study Group or of a Commodity
Conference.

Article 51

General principles of inter-governmental
commodity arrangements

Members undertake to adhere to the follow-
ing principles governing the operation of all
types of inter governmental commodity ar-
rangements:

(a) such arrangements shall be open ini-
tially to participation by any Member on terms
no less favourable than those accorded to any
other country and thereafter upon such terms
as may be approved by the Organization;

Article 49
Paragraph 3 of the text drafted at the First

Session was deleted, because it seemed that com-
modity arrangements recommended by the Con-
ference would have to conform to the principles
stated in Chapter VII. Furthermore, regulatory
agreements would have tp conform not only to
the provisions of Article 51, but also to those of
Article 53.

Article 51
GENERAL COMMENTS

A change from the text as drafted at the First
Session was made in the arrangement of the
paragraphs; paragraphs 1 and 2 remain with
minor drafting changes, as sub-paragraphs (a)
and (b). new sub-paragraphs (c) and (d) have
been added containing the substance of para-
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graphs 2 and 3 of Article 53 of the Charter
drafted at the First Session, and sub-paragraphs
(e), (f), and (g) are the former paragraphs 3,45
and 6 respectively. Paragraph 4 of the former
text has been transferred from Article 51 to
Article 53.

SPECIFIC COMMENTS
Sub-paragraphs (c) and (d)

(a) These paragraphs have been included be-
cause the Committee was of the opinion that the
provisions contained in them applied to all
commodity arrangements and not to regulatory
agreements alone.

(b) The text of the second part of sub-par. (c)
was changed in order to clarify the position of
non-participating Member countries.



(b) non-Members may be invited by the
Organization to participate in such arrange-
ments and the provisions of sub-paragraph
(a) of this Article applying to Members shall
apply to any non-Member so invited;

(c) under such arrangements participating
countries shall arrange for equitable treatment
as between non-participating Members and
participating countrics affording advantages
commensurate with obligations accepted by
non-participating Members;

(d) participating countries shall, in mat-
ters the subject of such arrangements, afford
non-participating Members treatment no less
favourable than that accorded to any non-
Member which does not participate in the
arrangement;

(e) such arrangements shall include provi-
sion for adequate participation of countries
substantially interested in the importation or
consumption of the commodity as well as those
substantially interested in its exportation or
production;

(f) such arrangements shall provide, where
practicable, for measures designed to expand
world consumption of the commodity;

(g) full publicity shall be given to any inter-
governmental commodity arrangement pro-
posed or concluded, to the statements of con-
siderations and objectives advanced by the
proposing Members, to the nature and devel-
opment of measures adopted to correct the
underlying situation which gave rise to the
arrangement and, periodically, to the opera-
tion of the arrangement.

SECTION B-INTER-GOVERNMENTAL COMMODITY
ARRANGEMENTS INVOLVING THE REGULATION

OF PRODUCTION, TRADE AND PRICES

Article 52
Circumstances governing the use of reg-

ulatory agreements

Members agree that regulatory agreements
may be employed only when it is determined
that:

(a) a burdensome surplus of a primary com-
modity has developed or is expected to de-
velop, which would cause serious hardship to
producers, among whom are small producers
who account for a substantial portion of the
total output, and these conditions cannot be
corrected by normal market forces alone, in
time to prevent such hardship, because char-
acteristically, in the case of the primary com-
modity concerned, a substantial reduction in
price does not readily lead to a significant in-
crease in consumption nor to a significant
decrease in production; or

(b) widespread unemployment or under-
employment in connection with a primary
commodity, arising out of difficulties of the
kind referred to in Article 46, has developed
or is expected to develop, which would not be
corrected by normal market forces alone in
time to prevent widespread and undue hard-
ship to workers, because characteristically, in
the case of the industry concerned, a substan-
tial reduction in price does not readily lead to
a significant increase in consumption but to
the reduction of employment and because
areas in which the commodity is produced in

Sub-paragraph (g)
After some discussion the Committee agreed

to maintain the words "full publicity" on the
understanding that the application of this re-
quirement to any "proposed" arrangement
would not entail publicity in regard to discus-
sions and verbatim records before the arrange-
ment began operating. It was also agreed to
stipulate that the operation of the agreement
should be given publicity periodically.

Article 52

Sub-paragraph (a) and (b)
(a) It was felt that the phrase "because charac-

teristically, in the case of the primary commodity
concerned, a substantial reduction in price does
not lead to a significant . . ;" is only to be con-
sidered as a descriptive one and is not to be
interpreted in the sense that a substantial reduc-
tion in price would be regarded as a pre-requisite
for the adoption or extension of a regulatory
agreement.

(b) One delegate felt that the problems of
countries with a small volume of international
trade as distinct from those of small producers

did not receive sufficient attention in the text as
drafted at the First Session; it is particularly in
such countries that hardships to a substantial part
of the economy are liable to hamper the well-
being of the country, even when there are no
small producers. He therefore suggested the fol-
lowing amendment to paragraph 1 of the text
drafted at the First Session:

After "serious hardship to producers" delete
"among whom are small producers who ac-
count for a substantial portion of the total out-
put" and substitute "or affecting the economy
of one or more of the Member countries, which
jointly or individually represent a substantial
portion of the total output; or".
It was the general opinion of the Drafting

Committee that, as the hardships this proposal
was intended to cover would be the outcome of
unemployment or under-employment, they were
in fact covered by sub-paragraph (b) of Article
52.
Sub-paragraph (b)

It was decided to provide for the possible use
of regulatory agreements not only when unem-
ployment but also when under-employment exists.
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substantial quantity do not afford alternative
employment opportunities for the workers in-
volved; or

(c) the Organization finds that, for a com-
modity other than a primary commodity, in
addition to the circumstances set forth in
either (a) or (b) above, exceptional circum-
stances justify such action. Agreements under
this sub-paragraph shall be governed not only
by the principles set forth in this Chapter
but also by any other requirements which the
Organization may establish.

Article 53
Additional principles governing regulatory

agreements

Members undertake to adhere to the follow-
ing principles governing regulatory agree-
ments in addition to those stated in Article 51:

(a) Members agree not to enter into any
new regulatory agreement unless it has been
recommended by a conference called in ac-
cordance with Article 49. Nevertheless, Mem-
bers substantially interested in the production
and consumption of, or trade in, a particular
commodity may proceed by direct negotiation
to the conclusion of an agreement, provided
that it conforms to the other provisions of this
Chapter, if there has been unreasonable delay
in the proceedings of the Study Group or of
the Commodity Conference;

(b) such agreements shall be designed to as-
sure the availability of supplies adequate at all
times for world demand at reasonable [and
stable] prices [remunerative to efficient prod-
ucers];

(c) under such agreements participating
countries which are largely dependent for con-
sumption on imports of the commodity in-

Sub-paragraph (c)

The drafting change contained in sub-para-

graph. (c) was based on the consideration that

commodity arrangements concerning non-primary
products should not be easier to conclude than

those for primary commodities. The text as

drafted at the First Session was ambiguous and

might have been interpreted to mean that ar-

rangements for commodities other than primary

commodities could be concluded without a bur-

densome surplus or widespread unemployment
being in existence or expected.

Suggested Additional Paragraph:
The representative of the Food and Agricul-

tural Organization raised the question whether
the language of paragraphs 1 and 2 of Article 52

covers commodity agreements which might be de-

sired in order to promote price stability and ex-

panded production and consumption, as recom-
mended for basic foodstuffs in the Report of the

Preparatory Commission of the Food and Agri-
cultural Organization on World Food Proposals.
If not, he suggested the following changes in

Article 52:
Change the present sub-paragraph (c) to sub-

paragraph (d) and add a new paragraph (c) read-
ing as follows:

"(c) It is necessary to enable the producers-
and the governments concerned to carry for-
ward concerted programmes for the expansion
of aggregate world production and consump-
tion of a primary commodity or".
It was recognized that the matter was one for

consideration at the Second Session.

Article 53

GENERAL COMMENTS
There has been a change in the arrangement

of the paragraphs from the text drafted at the
First Session-paragraph 1 becomes sub-paragraph
(a), sub-paragraph (b) contains the substance
of former paragraph 4, sub-paragraph (c) is the

reformulation of paragraph 4 of Article 51 and

sub-paragraphs (d) and (e) are the former para-
graphs 5 and 6, respectively.
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SPECIFIC COMMENTS
Sub-paragraph (b)
One delegate submitted an amendment which

it was decided to refer to the Second Session,
inserting it between square brackets. Another
delegate asked chat a "reasonable price" should
not be a price which does not cover the costs of
production.
Sub-paragraph (c)

(a) The transfer of this sub-paragraph from
Article 51 was motivated by the fact that the
equality of producers and consumers in repre-
sentation and in voting was of importance only
in regulatory agreements. One delegate reserved
his position concerning this transfer and two other
delegates were of the opinion that the whole text
of the sub-paragraph should be within square
brackets because the transfer from Article 51 con-
stituted a substantive change.

(b) There was substantial agreement in favour
of clarifying the text of that part of sub-paragraph
(c) which pertains to the position of countries
whose foremost interest is in the production and
consumption of a commodity, but not in its
trade. It was thought that in this respect the text
drafted at the First Session was subject to mis-
interpretation and a new text was devised in
order to avoid the possibility of the existence of
a third group of countries-the producers-con-
sumers-who in matters of voting might upset
the balance in favour of either importers or ex-
porters. Under the present wording, the pro-
ducers who at the same time are consumers may
in matters of representation and voting be in-
cluded according to their interests with either
importers or exporters. One delegate expressed
doubt as to the effect of the insertion of the
words: "according to its interests in the circum-
stances" and "within one or the other category
without altering the equality between the two",
and suggested that they be put between square
brackets.

(c) For sub-paragraph (c) one delegate pro-
posed the text of sub-paragraph (4) of Article 51
of the text drafted at the First Session:



volved shall, in determinations made relating
to substantive matters, have together a voice
equal to that of those countries largely inter-
ested in obtaining export markets for the com-
modity, provided that any country which is
largely interested in the commodity but which
does not fall precisely under either of the
above categories, shall, according to its inter-
ests in the circumstances, have an appropriate
voice within one or the other category with-
out altering the equality between the two;

(d) such agreements shall, with due regard
to the need during a period of change for pre-
venting serious economic and social disloca-
tion and to the position of producing areas
which may be suffering from abnormal and
temporary disabilities, make appropriate pro-
vision to afford increasing opportunities for
satisfying world requirements from sources
from which such requirements can be sup-
plied in the most effective and economic
manner;

(e) participating countries shall formulate
and adopt a programme of economic adjust-
ment believed to be adequate to ensure sub-
stantial progress toward solution of the prob-
lem within the time limits of the agreement.

Article 54
Administration of regulatory agreements
1. Each regulatory agreement shall provide

for the establishment of a governing body,
herein referred to as a Commodity Council.

2. Each of the countries participating in an
agreement shall be entitled to have one rep-
resentative on the Commodity Council. These
representatives alone shall have the right to

vote. Their voting shall be determined in
such a way as to conform with the provisions
of sub-paragraph (c) of Article 53.

3. The Organization shall be entitled to ap-
point a non-voting representative to each
Commodity Council and may invite any com-
petent inter-governmental organization to
nominate a non-voting representative for ap-
pointment to a Commodity Council.

4. Each Commodity Council shall have a
non-voting chairman who, if the Council so
requests, shall be nominated by the Organiza-
tion.

5. The Secretariat of each Commodity
Council shall be appointed by the Council
after consultation with the Organization.

6. Each Commodity Council shall adopt
appropriate rules of procedure and regula-
tions regarding its activities, provided that
they are not found by the Organization to be
inconsistent with the principles and provisions
of this Charter.

7. Each Commodity Council shall make
periodic reports to the Organization on the
operation of the agreement which it admin-
isters. In addition, it shall make such special
reports as the Organization may specify or as
the Council itself considers to be of value to
the Organization.

8. The expenses of a Commodity Council
shall be borne by the participating countries.

Article 55
Provision for initial terms, review and renew-

al of regulatory agreements
No regulatory agreement shall remain in

force for more than five years, unless renewed,

"In such arrangements participating coun-
tries, . . . under either of the above classes,
shall have an appropriate voice;"

with the addition of:
"Provided also that said consuming or im-

porting countries will not oppose the adoption
of necessary measures to a reasonable price
increase for said product, when the price has
had an appreciable decrease as compared with
a prior representative period, or when current
prices do not cover total production costs and
would substantially affect the economy of one
or more Member-countries which represent a
considerable portion of the total output of said
products."
This delegate felt that this proposal did not

embody a substantive change and that the point
would be covered if the amendment proposed by
another delegate to sub-paragraph (c) of Article
47 were finally agreed. However, some delegates
understood that other stipulations of the Charter
covered the interests the above quoted text was
meant to cover.
Sub-paragraph (e)

It was felt that the phrase "substantial progress
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toward solution of the problem" covered cases
where the agreement impeded a deterioration of
the situation.

Article 54
Paragraph 6
One delegate suggested a change in paragraph

6 in order to avoid the necessity for approval
by the Organization of every detailed rule of
procedure adopted by the Commodity Council.
It was agreed that an overall approval by the
Organization was sufficient and the text was
changed accordingly to allow rules of procedure
and regulations adopted by the Commodity
Council to stand unless the Organization de-
cided that they conflicted with the provisions
of the Charter.

Article 55
On the suggestion of one delegate, it was

agreed to make explicit provision for the with-
drawal of Members from commodity arrange-
ments. It was also agreed to add a reference
to the possibility of terminating an agreement
by mutual consent, even though the arrange-
ment had conformed to the principles of Chap-
ter VII.



and no renewal shall be for a longer period
than five years. Renewal and termination of
such agreements shall be subject to the pro-
cedures established therein and renewed
agreements shall conform to the principles of
this Chapter. Regulatory agreements shall
also include provision for withdrawal of any
party. Periodically, at intervals no greater
than three years, the Organization shall pre-
pare and publish a review of the operation of
each agreement in the light of the principles
set forth in this Chapter. Moreover a reg-
ulatory agreement shall provide that if its
operation has failed substantially to conform
to the principles laid down in this Chapter,
participating countries shall revise the agree-
ment to conform to the principles, or shall
terminate it. When an agreement is termi-
nated, the Organization shall take charge of
archives and statistical material of the Com-
modity Council.

Article 56
Settlement of disputes

Any question or difference concerning the
interpretation of the provisions of a regu-
latory agreement or arising out of its operation
shall be discussed originally by the Commod-
ity Council. In the absence of agreement, the
question shall be referred to the Commodity
Commission for examination and recommen-
dation to the Executive Board. The Exec-
utive Board shall then issue a ruling in pur-
suance of the provisions of Article 86.

SECTIONC-MISCELLANEOUS PROVISIONS

Article 57
Obligations of members regarding existing

and proposed commodity arrangements
1. Members shall transmit to the Organiza-

tion the full text of each inter-governmental
commodity arrangement in which they are
participating at the time of the coming into
force of their obligations under this Charter.
Members shall also transmit to the Organiza-
tion appropriate information regarding the
formulation, provisions and operation of such
arrangements. Members shall conform with
the decisions made by the Organization re-
garding their continued participation in any

such inter-governmental commodity arrange-
ment which, after review by the Organization,
shall have been found to be inconsistent with
the intentions of this Chapter.

2. Members shall transmit to the Organiza-
tion appropriate information regarding any
negotiations, looking to the conclusion of an
inter-governmental commodity arrangement,
in which they are participating at the time of
the coming into force of their obligations un-
der this Charter. Members shall also conform
with decisions made by the Organization re-
garding their continued participation in any
such negotiations. The Organization may
dispense with the requirement of a Study
Group or a Commodity Conference, if it
finds them unnecessary in the light of the ne-
gotiations.

Article 58
General undertaking by Members

Members, including Members not parties
to a particular commodity arrangement, shall
give the most favourable possible considera-
tion to any recommendation by a Commod-
ity Council for expanding consumption of
the commodity in question.

Article 59
Exceptions to provisions relating to inter-

governmental commodity arrangements

The provisions of Chapter VII shall not
apply:

(a) to inter-governmental commodity ar-
rangements which relate solely to the equit-
able distribution of commodities in short
supply, or to those provisions of inter-govern-
mental commodity arrangements which ap-
propriately relate to the protection of public
morals or the protection of human, animal
or plant life or health: provided, that such
arrangements are not used to accomplish re-
sults inconsistent with the objectives of Chap-
ter VI or Chapter VII. Members shall not
participate in such arrangements if they in-
volve the regulation of production, trade or
prices, unless authorized or provided for by a
multilateral convention subscribed to by a
majority of the countries affected or unless
operated under the Organization;

(b) to international fisheries or wildlife
conservation agreements with the sole ob-

Article 56
The reference to Article 71 was replaced by a

reference to Article 86.
Article 59

GENERAL COMMENTS
The Committee was of the opinion that ar-

rangements relating solely to the equitable dis-
tribution of commodities in short supply and
mentioned in this Article should be short-term
arrangements of a transitional character.
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SPECIFIC COMMENTS

Sub-paragraph (b)
In order to ensure that the provisions of Chap-

ter VII should not apply to conservation agree-
ments relating to wildlife and fisheries and to
agreements made in accordance with the pro-
visions of Section E of Chapter V, it was decided
to group these agreements with the exceptions
contained in this Article.



jective of conserving and developing these
resources or to agreements relating to the
purchase and sale of a commodity falling un-
der Section E of Chapter V; and

(c) to arrangements relating to fissionable
materials, to the traffic in arms, ammunition
and implements of war and to such traffic in
other goods and materials as is carried on for
the purpose of supplying a military establish-
ment, or in the time of war or other emerg-
ency in international relations, to the protec-
tion of the essential security interests of a
Member.

Article 60
Definitions

1. For the purposes of this Chapter, the
term "primary commodity" means any prod-
uct of farm, forest or fishery, or any mineral,
which enters world trade in substantial vol-
ume in a form customarily called primary, and
may include such a product on which minor
processing has been performed in preparation
for export. The term may also cover a group
of commodities, of which one is a primary

commodity as defined above and the others
are commodities (whether primary or non-
primary) which are so closely related to the
other commodities in the group that they can
conveniently be dealt with in a single arrange-
ment.

2. For the purposes of this Chapter, the
term "Member" or "non-Member" shall be
taken to mean a Member or non-Member of
the Organization with its dependent terri-
tories. If a Member or non-Member and its
dependent territories form a group, of which
one or more units are mainly interested in the
export of a commodity and one or more in
the import of the commodity, there may be
either joint representation for all the asso-
ciated territories or, where it is so desired,
separate representation for the territories
mainly interested in export and separate rep-
resentation for the territories mainly inter-
ested in import.

3. A regulatory agreement is an inter-gov-
ernmental commodity arrangement involving
regulation of the production, export or import
of a commodity or regulation of prices.

Article 60
Paragraph 1

(a) Acting upon the instructions of the First
Session, the Committee made more specific the
definition of a primary commodity, and particu-
larly to make clearer the inclusion of products
closely related to primary commodities within
the scope of commodity arrangements.

(b) One delegate reserved his position regard-
ing the inclusion of fishery products.
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Paragraph 3
It was decided to delete the definition of

inter-governmental commodity arrangements
because the statement contained in paragraph
3 of the text drafted at the First Session was too
broad and furthermore the nature of inter-
governmental commodity agreements was im-
plicit in Chapter VII.



CHAPTER VIII. ORGANIZATION

SECTION A-FUNCTIONS AND STRUCTURE OF THE
ORGANIZATION

Article 61
Functions

In addition to the functions provided for
elsewhere in this Charter, the Organization
shall have the following functions:

(a) to collect, analyze and publish infor-
mation relating to international trade, includ-
ing information relating to commercial policy,
business practices, commodity problems and
industrial and general economic development;

(b) to facilitate consultation among Mem-
bers on all questions relating to the provisions
of this Charter and to provide for the settle-
ment of disputes growing out of the provisions
of the Charter;

(c) to make recommendations for, and pro-
mote international agreement on measures
designed to improve the bases of trade and
to assure just and equitable treatment for the
enterprises, skills, capital, arts and technology
brought from one country to another, includ-
ing agreement on the treatment of foreign
nationals and enterprises, on the treatment of
commercial travellers, of commercial arbitra-
tion and on the avoidance of double taxation;

(d) generally to consult with and make
recommendations and, as necessary, furnish
advice and assistance to Members regarding
any matter relating to the purposes or the
operation of this Charter, and to perform any
other function appropriate to the purposes
and provisions of this Charter;

(e) to co-operate with the United Nations
and with other inter-governmental organiza-
tions for the purpose of furthering the attain-
ment, with an economy of effort, of the eco-
nomic and social objectives of the United
Nations and the restoration and maintenance
of international peace and security.

Article 62
Structure

The Organization shall have as its principal
organs a Conference, an Executive Board,
Commissions as established under Article 72,
and a Secretariat.

SECTON B-THE CONFERENCE

Article 63

Membership
1. The Conference shall consist of the rep-

resentatives of the Members of the Organiza-
tion.

2. Each Member shall have one representa-
tive and may appoint alternates and advisers
to its representative to the Conference.

3. No representative to the Conference
may represent more than one Member.

Article 64
Voting

1. Each Member shall have one vote in the
Conference.

2. Except as may be otherwise provided for
in this Charter, decisions of the Conference
shall be taken by a majority of the Members
present and voting.

* See Annexure fl.

Article 61
Functions

GENERAL COMMENTS
The First Session instructed the Drafting Com-

mittee to examine Article 61 with a view to
insuring that its provisions were consistent with
other provisions of the Charter, especially with
those relating to Employment Policy and Indus-
trial Development. The Committee, after thor-
ough discussion of all relevant issues decided
against the course of spelling out specifically all
the functions mentioned elsewhere in the
Charter.

Article 64
(a) The First Session, referring to its discus-

sions on the subjects of Voting in the Conference
and membership of the Executive Board, in-
structed the Committee, "insofar as it is able to
do so within its terms of reference," to formulate
alternative schemes, taking account of the sug-
gestions for a system of weighted voting and for
provisions for permanent seats on the Executive
Board.

(b) The Drafting Committee referred the issue

of membership of the Executive Board and vot-
ing in the Conference to its Administrative Sub-
Committee, which discussed the issue of
weighted voting without arriving at any final
conclusions. In this respect reference is made to
the Report of the Administrative Sub-Committee
which appears as Annexure 3 to this Report

(c) One delegate submitted a formula on
weighted voting and a note on two-thirds ma-
jorities, which are attached to the Report of the
Administrative Sub-Committee as Appendices I,
II, XI and XII.

(d) One delegate pointing out that any modi-
fication of paragraph 2 would involve a change
in substance, directed the attention of the Com-
mittee to a discrepancy in voting procedure;
whereas the Charter calls for a two-third vote on
procedural questions such as in paragraph 3 of
Article 66, the most important decisions on sub-
stance are the subject of a simple majority vote.
He suggested that the attention of the Second
Session be drawn to this anomaly and recorded
his reservation that the text should be changed
in such a manner as to call for a two-third ma-
jority vote on all major substantive issues.
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Article 65

Sessions, procedure and officers
1. The Conference shall meet in regular

annual sessions and in such special sessions as
may be convoked by the Director-General at
the request of the Executive Board or of a
majority of the Members.

2. The Conference shall adopt its own
rules of procedure. It shall annually elect its
President and other officers.

Article 66

Powers and duties

1. The Conference shall have final author-
ity to determine the policies of the Organiza-
tion. It may make recommendations to the
Members and to other international organiza-
tions regarding any matter pertaining to the
purposes of this Charter.

2. The Conference may delegate to the
Executive Board authority to exercise any of
the powers or perform any of the duties of
the Organization, except such specific powers
and duties as are expressly conferred or im-
posed upon the Conference under this Char-
ter.

3. The Conference may, by the affirmative
votes of two-thirds of the Members of the
Organization, determine criteria and set up
procedures, including voting procedures, for
waiving, in exceptional circumstances, obliga-
tions of Members undertaken pursuant to this
Charter.

4. The Conference shall establish proce-
dures for making the determinations provided
for in Article 30 and in Article 52, where-

by any such determinations shall be made
through the Orginization by consultation
among the Members substantially interested
in the product concerned.

5. The Conference shall establish proce-
dures for making the determinations, deci-
sions and recommendations provided for in
paragraph 3 (c) and (d) of Article 26, para-
graph 1 (e) (i) and paragraph 2 of Article
28, paragraph 2 of Article 34 and Article 35.

6. The Conference may prepare or sponsor
agreements with respect to any matter within
the competence of the Organization and by
the affirmative votes of two-thirds of the
Members present and voting recommend such
agreements for acceptance. Each Member
shall within a period specified by the Con-
ference notify the Director-General of its ac-
ceptance or, in the case of non-acceptance,
shall furnish a statement of the reasons there-
for.

7. The Conference shall approve the budg-
et of the Organization, and shall apportion
the expenditure of the Organization among
the Members.

8. The Conference shall determine the site
of the Organization and shall establish such
branch offices as it may consider desirable.

SECTION C-TARIFF COMMITTEE

Article 67
TariffCommittee

1. There shall be a Tariff Committee which
shall act on behalf of the Organization in the
making of recommendations and determina-
tions pursuant to paragraph 3 of Article 24.

Article 66
GENERAL COMMENTS

The First Session had instructed the Commit
tee to review "" text of paragraph 8 of Article
66 in the light oi the observations of one delegate
that the Charter contained elsewhere important
decisions to be taken by the Conference, with
respect to which no precise voting requirement
had been laid down. It was not found necessary
to effect this review, because the Committee de-
cided to delete the abovementioned paragraph,
in view of the fact that the majority provision of
paragraph 7 Article 22 had been amended.

SPECIFIC COMMENTS
Paragraph 1
The Committee was of the opinion that the

words "international organizati -'in this con-
text were intended to cover both private and
public international organizations.
Paragraph 3
Two delegates suggested to include a catalogue

of those powers which may not be delegated by
the Conference to the Executive Board.

Paragraph 7
One delegate suggested to add the following

sentence: "No one Member shall be required to
pay more than one-third of the total expenses
of the Organization for any given budgetary
period." Several delegates agreed with the prin-
ciple incorporated in this amendment. The Com-
mittee noted the reference in the report of the
First Session which suggested that apportionment
of expenses should follow the general principles
adopted by the United Nations.
Three delegates considered that no rigid maxi-

mum should be laid down in the Charter for the
contribution of any Member.

Article 67

The Committee deleted the provision chat the
functions of the Tariff Committee should be
transferred to the Conference, because it was
of the opinion that membership of the Tariff
Committee should be confined to those Members
of the Organization which had carried out the
obligations under Article 24.
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2. The Committee shall consist originally
of those Members of the Organization which
shall have made effective the General Agree-
ment on Tariffs and Trade dated...., 194..
Any other Member of the Organization shall
be a member of the Committee when, in the
judgment of the Committee, that member
shall have completed negotiations pursuant
to paragraph 1 of Article 24 comparable in
scope or effect to those completely by the orig-
inal members of the Committee.

3. Each member of the Committee shall
have one vote.*

4. Decisions of the Committee pursuant to
paragraphs 1 and 2 of this Article shall be
taken by a two-thirds majority of its members
and other decisions by a simple majority.

5. The Committee shall adopt its ownrules
of procedure, including provision for the elec-
tion of its officers.

SECTION D-EXECUTlVE BOARD

Article 68*

Membership

1. The Executive Board shall consist of
fifteen Members of the Organization elected
by the Conference.

2. Subject to the provisions of paragraph
(3) one-third of the members of the Executive
Board shall be elected each year for a term
of three years. A retiring member shall be
eligible for immediate re-election.

3. At the first election members of the Ex-
ecutive Board shall be chosen. The term of
c:ce of five members shall expire at the end
of one year and of five other members at the
end of two years, in accordance with arrange-
ments made by the Conference.

4. Each member of the Executive Board

* See Annexure B.

shall have one representative and may appoint
alternates and advisers to its representative.

Article 69

Voting

1. Each member of the Executive Board
shall have one vote.

2. Decisions of the Executive Board shall
be made by a majority of members present

and voting.

Article 70

Sessions, procedure and officers

1. The Executive Board shall adopt its own
rules of procedure, including rules concerning
the convening of its sessions.

2. The Executive Board shall annually elect
its Chairman and other officers, who shall be
eligible for re-election.

3. The Chairman of the Executive Board,
as such, shall be entitled to participate, with-
out the right to vote, in the deliberations of
the Conference.

4. Any Member of the Organization which
is not a member of the Executive Board, shall
be invited to send a representative to any dis-
cussion by the Board of a matter of particular
and substantial concern to that Member. Such
representative shall, for the purpose of such
discussion, have all the rights of members of
the Board except the right to vote.

Article 71

Powers and duties

1. The Executive Board shall be responsible
for the execution of the policies of the Orga-
nization and shall exercise the powers del-
egated to it and perform the duties assigned
to it by the Conference. It shall supervise the

Article 68
(a) The First Session instructed the Commit-

tee to consider the question of membership of
the Executive Board in conjunction with the
question of voting in the Conference (cf. com-
mentary to Article 64).

(b) The Committee referred this matter to its
Administrative Sub-Committee, which discussed
all aspects of Executive Board Membership and
reported on its conclusions in the First Report
of the Administrative Sub-Committee, which
forms an annexure to this Report. Reference is
made to this annexure and all appendices at-
tached to it.

(c) The Committee, without reaching any de-
cision on the substance of the Report of its Ad-
ministrative Sub-Committee decided to attach it
with Appendices to its own Report, in order to
make it available as a working document for the
Second Session. The Drafting Committee also
decided to show in the text of this Article the

first alternative of the Report of the First Ses-
sion in square brackets and to attach as further
appendices to the Administrative Sub-Commit-
tee's Report the second, third and fourth alter-
natives of the text of the First Session and one
delegate's paper on the question of two-third
majorities.

Article 70
Paragraph 1
The Committee draws the attention of the

Second Session to the possible desirability of
providing for the manner in which the functions
of the Executive Board will be exercised while
the Board is not in session.

Article 71
Paragraph 1
The Committee is of the opinion that the last

sentence will be redundant if the Second Session
should decide to include provision for a Com-
mission for industrial development in the
Charter.
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activities of the Commissions provided for in
this Charter and shall take such action upon
their recommendations as it may deem ap-
propriate. It shall provide adequate ma-
chinery to review the work of the Organiza-
tion relating to industrialization and general
economic development.

2. The Executive Board may make recom-
mendations to the Conference, to the Mem-
bers of the Organization, or to other inter-
national organizations, on any subject falling
within the scope of this Charter, and shall
prepare the preliminary agenda of the Con-
ference.

3. The Executive Board may recommend
to the Conference the admisison of new
Members of the Organization.

SECTION E-COMMISSIONS

Article 72

Establishment
The Conference shall establish a Commis-

sion on Commercial Policy, a Commission on
Business Practices and a Commodity Commis-
sion and may establish such other Commis-
sions as may be required. The commissions
shall be responsible to the Executive Board.

Article 73
Composition and procedure

1. Commissions shall be composed of per-
sons chosen by the Executive Board and quali-
fied by training or experience to carry out the

functions of the Commissions in accordance
with the purposes of this Charter.

2. The number of members of each Com-
mission and the conditions of service of the
members of each Commission shall be de-
termined in accordance with regulations pre-
scribed by the Conference.

3. Each Commission shall elect its Chair-
man, and shall, subject to approval by the
Executive Board, adopt its own rules of pro-
cedure.

4. The Chairman of each Commission
shall be entitled to participate, without the
right to vote, in the deliberations of the Exec-
utive Board and of the Conference.

5. Pursuant to agreements under para-
graph 2 of Article 81, the Organization may
make arrangements for representatives of
other inter-governmental organizations hav-
ing a special interest in the activities of any
of the Commissions to participate in the work
of such Commissions.

Article 74
General functions

The commissions shall perform such func-
tions as the Conference or the Executive
Board may assign to them, including such
functions as the Executive Board may deem
appropriate in connection with the settlement
of disputes. The functions of the Commis-
sion on Commercial Policy, the Commission
on Business Practices and the Commodity
Commission shall include those specified in
Articles 75, 76 and 77, respectively. The com-
missions shall consult with each other as
necessary for the exercise of their functions.

SECTION E-COMMISSIONS
Article 73

GENERAL COMMENTS
The reDresentatives of The Food and Agri-

culture Organization, stressing the importance of
close working relations between the International
Trade Organization and the Food and Agricul-
ture Organization suggested inclusion of the fol-
lowing note in the Report, as an observation on
this Article and on paragraph 2 of Article 86:

"While this phraseology appears the most
appropriate for covering all the specialized
agencies, it is clear that there is one, namely
the Food and Agriculture Organization, which
has specific responsibilities for products of
farms, forests, and fisheries, some of which
products may be, or may become subject to
commodity arrangements. It is evident that the
close co-operation and reciprocal representa-
tion which this special situation requires needs
to be adequately provided for in the agreement
negotiated between the International Trade
Organization and the Food and Agriculture
Organization. If, however, it is desired to pro-
vide specifically for this in the Charter, appro-

priate changes could be made in these two
Articles.

It may be noted that the Report of the Food
and Agriculture Organization Preparatory
Commission provides for International Trade
Organization representation in the Food and
Agriculture Organization Annual Programme
Review and on the World Food Council."

SPECIFIC COMMENTS
Paragraph 5
Two delegates felt that this provision was re-

dundant in view of provisions of Article 81.

GENERAL COMMENT TO ARTICLES
74 TO 77, INCLUSIVE

1. The First Session instructed the Committee
to prepare appropriate drafts covering the func-
tions of the Commissions on Commercial Policy,
Business Practices and Commodities.

Article 74
The Committee felt that the Commissions

should be authorized to consult with each other
on matters falling within the purview of two or
more commissions and, consequently, added a
sentence to this effect in the text of Article 74.
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Article 75
Functions of the Commisison on Commercial

Policy
The Commission on Commercial Policy

shall have the following functions:
(a) to advise and make recommendations

to the Executive Board on all matters falling
within the scope of Chapter V and regarding
the commercial policy aspects of proposals in-
volving the exercise by the Organization
of its functions under this Charter; and

(b) to develop and to recommend to the
Executive Board programmes designed to
further the objectives of this Charter in the
general field of commercial policy.

Article 76
Functions of the Commission on business

practices

The Commission on Business Practices
shall have the following functions:

(a) to conduct studies in the field of Re-
strictive Business Practices, as provided for
in paragraph (a) of Article 41; and

(b) to advise and make recommendations
to the Executive Board on all matters falling
within the scope of Chapter VI and regarding
the exercise of the functions of the Organiza-
tion under this Charter, insofar as they relate
to Restrictive Business Practices.

Article 77
Functions of the Commodity Commission

The Commodity Commission shall have
the following functions:

(a) to study commodity problems and pro-
posals for dealing with them and to prepare
the reviews called for in Article 55; and

(b) to advise and make recommendations
to the Executive Board on all matters falling
within the scope of Chapter VII and those
arising from the provisions of paragraph 4 of
Article 30.

SECTION F-THE SECRETARIAT

Article 78
Composition

1. The Secretariat shall consist of a Di-
rector-General and such staff as may be re-
quired.

2. The Director-General shall have author-
ity to appoint Deputy Directors-General in

accordance with regulations approved by the
Conference.

Article 79
The Director-General

1. The Director-General shall be ap-
pointed by the Conference upon the recom-
mendation of the Executive Board. The
powers, duties, terms and conditions of office
of the Director-General shall be in accordance
with regulations approved by the Conference.
He shall be the chief administrative officer
of the Organization, and shall be subject to
the general supervision of the Executive
Board.

2. The Director-General or his representa-
tive shall be entitled to participate, without
the right to vote, in all meetings of the Con-
ference, of the Executive Board, of the Com-
mission and of the committees of the Organi-
zation. The Director-General may initiate
proposals for the consideration of any organ
of the Organization. He shall present through
the Executive Board an annual report to the
Conference on the work of the Organization
and shall in consultation with the Executive
Board prepare the budget of the Organization
for submission to the Conference.

Article 80
Employment of staff

1. The Director-General shall appoint the
staff of the Secretariat and fix its duties and
terms and conditions of service in accordance
with regulations approved by the Conference.
The paramount consideration in the employ-
ment of the staff and in the determination of
its conditions of service shall be the necessity
of securing the highest standards of efficiency,
competence and integrity, due regard being
paid to the importance of recruitment on as
wide a geographical basis as possible.

2. The conditions of service, such as the
provisions governing qualifications, salary,
tenure and retirement of members of the Sec-
retariat shall be fixed, so far as practicable, in
conformity with those for members of the
Secretariat of the United Nations and of other
specified agencies.

SECTION G-MISCELLANEOUS PROVISIONS

Article 81
Relations with other organizations

1. The Organization shall be brought into
relationship with the United Nations as soon

Article 81
Paragraph 1
Two delegates moved to delete the words "by

the Director-General and" in the second sentence
because it was unrealistic to assume that negotia-
tions of this kind would actually be conducted

and concluded by the Director-General. One
delegate expressed the opposite view pointing
out the need for clear designation which official
or organ of the International Trade Organiza-
tion would be competent to represent the Organ-
ization in such proceedings.
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as practicable as one of the specialized agen-
cies referred to in Article 57 of the Charter
of the United Nations. This relationship
shall be effected through agreement with the
United Nations under Article 63 of the
Charter of the United Nations, which agree-
ment shall be concluded by the Director-
General and approved by the Conference.
The agreement shall provide for effective co-
operation between the two Organizations in
the pursuit of their common purposes, and at
the same time shall recognize the competence
of the Organization within its jurisdiction as
defined in this Charter. The Conference may
adjust the provisions of this Charter to con-
form to any such agreement provided such
adjustments do not involve new obligations
on the part of Members.

2. The Organization shall c-ooperate with
the other inter-governmental organizations
having related interests and activities. Ar-
rangements for co-operation with such organi-
zations may be made by the Executive Board.
Effective working relationships with such
organizations, which may include the estab-
lishment of joint committees or provision for
reciprocal representation at meetings or such
other measures as may be necessary to assure
effective co-operation, may be established by
the Director-General.

3. The Organization may make suitable
arrangements for consultation and co-opera-
tion with non-governmental organizations con-
cerned with matters within its competence
and may invite them to undertake specific
tasks.

4. Whenever the Conference of the Organi-
zation and the competent authorities of any
other international organization, whose pur-
poses and functions lie within the competence
of the Organization, deem it desirable to effect
a transfer of its resources and functions to the
Organization, to incorporate it into the Or-
ganization or to bring it under the supervision
or authority of the Organization, the Director-
General, subject to the approval of the Con-
ference, may enter into mutually acceptable
arrangements for this purpose. The Organiza-
tion may acquire such resources and assume
such functions of, or incorporate or exercise
such control over, such other organizations as
may be provided by any convention or agree-
ment appropriate to the purpose. The Mem-
bers shall, subject to their respective constitu-
tional requirements, take such steps as the
Conference may determine to integrate such

other international organizations into
structure of the Organization.

the

Article 82

International responsibilities of personnel of
the Organization

1. The responsibiIities of the Director-
General and of the staff shall be exclusively
international in character. In the discharge
of their duties they shall not seek or receive
instructions from any government, or from
any authority external to the Organization.
They shall refrain from any action which
might prejudice their position as interna-
tional officials.

2. The provisions of paragraph 1 of this
Article shall also apply to the members of the
Commisisons provided for in Article 72.

3. The Members shall respect the inter-
national character of the responsibilities of
these persons and shall not seek to influence
them in the discharge of their duties.

Article 83
International legal status of the Organization
The Organization shall have legal person-

ality and shall enjoy such legal capacity as
may be necessary for the exercise of its func-
tions.

Article 84

Status of the Organization in the territory
of Members

1. The Organization shall enjoy in the ter-
ritory of each of its Members such legal
capacity privileges and immunities as may be
necessary for the exercise of its functions.

2. Representatives of the Members of the
Organization and its officials shall similarly
enjoy such privileges and immunities as may
be necessary for the independent exercise of
their functions in connection with the Organ-
ization.

3. The Conference may make recommen-
dations with a view to determining the details
of the application of paragraphs 1 and 2 of
this Article and may propose conventions to
the Members for this purpose.

Article 85

Amendments to the Charter

1. Any amendment to this charter which
does not involve new obligations on the part

Article 85
Paragraph 1
One delegate reserved his position in regard to

the present phrasing of this paragraph.
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of Members shall become effective upon re-
ceiving the approval of the Conference by
the affirmative votes of two-thirds of the
Members.

2. Any amendment to this Charter which
involves new obligations on the part of
Members, shall become effective for each
Member accepting the amendment, upon ac-
ceptance on the part of two-thirds of the
Members, and thereafter for each remaining
Member on acceptance by it. The Conference
may determine that any Member which has
not accepted an amendment under this para-
graph within a period specified by the Confer-
ence, shall cease to be a Member of the Organ-
ization. In the absence of such determination,
a Member not accepting an amendement
shall, notwithstanding the provisions of para-
graph 1 of Article 89, be free to withdraw
from the organization upon the expiration of
six months from the day on which written
notice of such withdrawal is received by the
Director-General.

3. The Conference shall, by the affirmative
votes of two-thirds of the Members, adopt
rules of procedure for carrying out the provi-
sions of this Article.

Article 86
Interpretation and settlement of disputes
1. The texts of this Charter in the official

languages of the United Nations shall be
equally authoritative.

2. Any question or differences concerning
the interpretation of this Charter or arising
out of its operation shall be referred to the
Executive Board for a ruling thereon. The
Executive Board may decide either to give a
ruling on the matter itself, or to refer it, with
the consent of the parties, to arbitration upon
such terms as may be agreed by the parties.
Any ruling of the Executive Board shall, upon
the request of any Member directly affected
or, if the ruling is of general application, upon
the request of any Member, be referred to the
Conference.

3. Any justiciable issue arising out of a
ruling of the Conference with respect to the
interpretation of sub-paragraphs (c) , (d)
(e) , or (k) of Article 37 or of paragraph 2
of Article 59 may be submitted by any party
to the dispute to the International Court of
Justice, and any justiciable issue arising out
of any other ruling of the Conference may,
in accordance with such procedures as the
Conference shall establish, be submitted by
any party to the dispute to the International
Court of Justice. The Members accept the
jurisdiction of the Court in respect of any
dispute submitted to the Court under this
Article.

4. The Organization may, in accordance
with paragraph 2 of Article 96 of the Charter
of the United Nations, request from the In-

Article 86
GENERAL COMMENTS

Paragraphs 2, 3, and 4
One delegate explained his view that it was

imperative for the Organization to be master in
its own house and to be able to make final deter-
minations of a nature provided for in the Charter.
These determinations call for the exercise of dis-
cretion and for rulings on economic subjects on
the basis of economic reasoning. In this respect,
there exists a wide difference between normal
commercial treaties, whose character is static, and
the Charter, which is dynamic and subject to
change in the light of experience. The deter-
minations and rulings of the Organization do not
form a proper object for judicial review, even
by an economic chamber of the International
Court of Justice. Judicial decisions call for the
exercise of legal judgment but not for economic
evaluation. The distinction between "justiciable"
and other issues in Article 86 of the London text
is untenable and unworkable. But in order to
prevent abuse of majority power provision should
be made whereby, on the motion of one-third of
the members, an advisory opinion of the Inter-
national Court of Justice would be sought on
any issue involving interpretation of the Charter.
In this delegate's view, the subjects of nullifi-
cation and impairment and of interpretation
and settlement of disputes belong together, and

for this reason he suggested the provisions of
paragraph 2 of Article 35, and Article 86 should
be combined.
The Committee decided that this as well as

the memorandum, submitted to the First Session
by three delegates, on the subject of arbitration,
was a substantive matter of the highest impor-
tance which would have to be referred to the
Second Session. For this reason it was agreed to
put paragraphs 2-4 inclusive of Article 86 into
square brackets.

SPECIFIC COMMENTS
Paragraph 4
The First Session instructed the Committee

to consider the desirability of redrafting para-
graph 4 in view of the possibility that the Gen-
eral Assembly of the United Nations might
agree to grant to other specialized agencies a
general blanket authorization to seek advisory
opinions from the International Court. Since
paragraph 3 of Article 86 in its present form
provides for the possibility of review of decisions
of the International Trade Organization by the
International Court, the Drafting Committee
feels that a blanket authorization to seek advi-
sory opinions might conflict with possible later
litigation before the International Court and
for this reason refers this issue for consideration
in conjunction with paragraph 3 of Article 86,
to the Second Session.
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ternational Court of Justice advisory opinions
on legal questions arising within the scope of
its activities.

Article 87
Contributions

Each Member shall contribute promptly to
the Organization its share of the Organiza-
tion's expenditures as apportioned by the
Conference. A Member of the Organization,
which is in arrears in the payment of its fi-
nancial contributions to the Organization
shall have no vote in the organs of the Or-
ganization if the amount of its arrears equals
or exceeds the amount of the contributions
due from it for the preceding two full years.
The Conference may, nevertheless, permit
such a Member to vote, if it is satisfied that
the failure to pay is due to conditions beyond
the control of the Member.

Article 88
Entry into force

1. The original of this Charter, as set forth
in the Final Act of the United Nations Con-
ference on Trade and Employment, shall be
deposited with the Secretary-General of the
United Nations, who will furnish certified
copies thereof to all interested governments.

2. Each government accepting this Charter
shall deposit an instrument of acceptance
with the Secretary-General of the United Na-
tions, who will inform all governments rep-
resented at the United Nations Conference
on Trade and Employment and all other
Members of the United Nations which were
not represented at that Conference, of the
day of deposit of each instrument of accept-
ance and of the day on which this Charter
enters into force under paragraph 3 of this
Article.

3. This Charter shall enter into force on
the sixtieth day following the day on which
the number of governments represented at
the United Nations Conference on Trade
and Employment which have deposited in-
struments of acceptance pursuant to para-
graph 2 of this Article shall read twenty, and
the acceptance of each other accepting gov-
ernment shall take effect on the sixtieth
day following the day on which the instru-
ment of such acceptance is deposited, Pro-
vided that, if this Charter shall not have en-
tered into force by 194,
any of the governments which have made ef-

fective the General Agreement on Tariffs and
Trade dated ... ..... 194,
together with any other governments repre-
sented at the United Nations Conference on
Trade and Employment, may agree to bring
this Charter into force among themselves in
accordance with arrangements which they
may agree upon. Any instrument of accept-
ance deposited with the Secretary-General of
the United Nations shall be taken as cover-
ing both procedures for bringing this Charter
into force, unless it expressly provides to the
contrary or is withdrawn.

4. Each government accepting this Charter
does so in respect of its metropolitan territory,
and such other territories for which it has
international responsibility with the excep-
tion of those territories which are self-govern-
ing in respect of matters provided for by the
Charter. Each Member shall notify the Sec-
retary-General of the United Nations of its
acceptance of this Charter on behalf of any
such self-governing territory, and the provi-
sions of this Charter shall become applicable
to that territory on the sixtieth day following
the day of the receipt of such notification.

5. Each accepting government shall take
such reasonable measures as may be available
to it to assure observance of the provisions of
this Charter by subsidiary governments with-
in its territory.

Article 89
Withdrawal and termination

1. Without prejudice to the provisions of
paragraph 3 of Article 24 or paragraph 2 of
Article 35 any Member may withdraw from
the Organization either on its own behalf or
on behalf of a territory which is at the time
self-governing in respect of matters provided
for by this Charter at any time after the ex-
piration of the three years from the day of the
entry into force of this Charter, by written
notice addressed to the Director-General.
The Director-General shall immediately
notify all other Members.

2. A withdrawal under paragraph 1 of
this Article shall take effect upon the expira-
tion of six months from the day on which
written notice of such withdrawal is received
by the Director'-General.

3. This Charter may be terminated at any
time by agreement of three-fourths of the
Members.

Article 88
Paragraph 3
One delegate proposed the re-insertion of the

original text of paragraph 3 of Article 78 in the
United States Draft Charter in place of this
paragraph. The Committee decided to approve

temporarily the text of paragraph 3 in the formu-
lation of the Report of the First Session but to
note in its report that the differences between the
two texts were discussed and that there existed
a body of opinion for the re-insertion of the
text of the United States Draft Charter.
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ANNEXURE A

List of territories referred to in sub-paragraph
(2) (a) (ii) of Article 14.

The United Kingdom of Great Britain and
Northern Ireland and its dependent terri-
tories,

Canada,
The Commonwealth of Australia and its depend-

ent territories,
New Zealand and its dependent territories,
The Union of South Africa including South
West Africa,

Ireland,
India,
Newfoundland,
Southern Rhodesia.
Burma,
Ceylon.

ANNEXURE B

First report of the Administrative Sub-Committee
(report on Executive Board membership and
voting)

PART I

The Drafting Committee at its first meeting on
20 January 1947, appointed the Administrative
Sub-Committee to make recommendations with
regard to membership of the Executive Board
and Voting. The Sub-Committee was composed
of the delegates for Belgium, Brazil, Canada,
Chile, Cuba, France, Netherlands, South Africa,
the United Kingdom and the United States and
elected Dr. Guillermo Alamilla as its Chairman.
The Sub-Committee discussed in seven meet-

ings the main problems and issues relevant to the
composition of the Executive Board and voting
in the Board and in the Conference, taking due
account of the instructions issued on page 8 of
E/PC/T/C.5/33/Rev. 1 (Instructions to the
Drafting Committee) and of instructions con-
tained in Part II of the Report of the First Ses-
sion, pages 22 to 24 inclusive, Sections E and F.
The Sub-Committee agreed from the outset

that its members would attempt to establish the
greatest possible identity of views regarding
membership of the Executive Board and voting
without committing their respective governments
to any of the solutions recommended by the Sub-
Committee. The following observations are to
be viewed in the light of this qualification.
The Sub-Committee had the benefit of the

most intensive co-operation of all its members
and of several other interested delegates. The
Delegates for Belgium, Brazil, Canada, France,
the United Kingdom and the United States
submitted draft proposals on behalf of their
delegations on the subject of the deliberations
of the Sub-Committee, which are appended to
this Report. In addition to these drafts, the Sub-
Committee considered personal drafts of some
Delegates and illustrative statistical tables sub-
mitted by the Secretariat.

The Sub-Committee concentrated in its work
upon the issues centcring around the composi-
tion of the Executive Board, using as a working
hypothesis the assumption of unweighted voting
in the Conference and in the Executive Board
and two or more categories for selection to
Board membership. Under this assumption, the
Sub-Committee arrived at the following conclu-
sions regarding the principles which should be
applied if the Executive Board is to be com-
posed of scheduled and elected members:

1. Unable to choose between the comparative
advantages of having two or three categories for
selection of Board members, the Sub-Committee
has elaborated two alternative drafts of Article
68, as set out below in Part Il, one on the basis
of two categories, the other of three categories,
of seats on the Executive Board.

2. Any fair allocation of seats on the Executive
Board requires a rating system whereby Members'
relative economic importance for purposes of the
Organization can be objectively determined.
After careful analysis of the validity of a wide
range of possible criteria which might be used
in such a rating formula, the Committee decided
to recommend the following formula:

(a) Foreign Trade: 1 point per 50 million
United States dollars

(b) National Income: 1 point per 500 mil-
lion United States dollars

(c) Foreign Trade per capita: 1 point per
25 United States dollars

The Sub-Committee's reasons for recommend-
ing these criteria are as follows:

(i) There was general recognition that for-
eign trade must be the predominant criterion
of economic importance for purposes of the
Organization.

(ii) It was felt, however, that national in-
come should also be included as a criterion,
though at an appropriately lower weight. This
would serve the useful purpose of increasing
the relative points of important countries with
very large populations but relatively low pres-
ent foreign trade, and would indirectly give
a weight to population, which after discussion
the Sub-Committee felt should not be given
direct weight as such in an international trade
organization. The Sub-Committee recognized
the difficulties in obtaining at present national
income figures of complete scientific accuracy,
but felt that the present work of the Statis-
tical Commission of the United Nations will
contribute to an ever-increasing accuracy of
such figures. After consultation with the Statis-
tical Division of the Secretariat, therefore, and
in view of the fact that national income figures
are already being used as an essential criterion
in several inter-governmental organizations
andin the budget allocations of the United
Nations itself, the Sub-Committee concluded
that the national income criterion would not
present insurmountable difficulties in practice.

(iii) The Sub-Committee recognized that
certain countries, the livelihood of whose
populations is highly dependent on interna-
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tional trade, will be much more vitally atfected
by decisions of the Organization than other
countries in whose economy foreign trade,
however great absolutely, plays a relatively
minor role. It was therefore agreed that for-
eign trade per capita should be an additional
weighting factor, particularly since the foreign
trade criterion is to be modified by national
income figures for the reasons given above.

3. In order to provide for changes in relative
economic importance, the rating of Members
should be periodically redetermined before each
election. This automatically gives due weight
to potentialities as these potentialities are
realized.

4. In view of the disruption of national econ-
omies under wartime conditions, the first deter-
mination should be based on the average of
prewar and post-war data.

5. The rules governing the composition of
the Executive Board should be such as to allow
for adequate representation of all countries
which might join the Organization in the future.
To achieve this end, it is provided that elective
members of the Board should not be eligible
for immediate re-election.

6. The Members of chief economic importance
should be represented on the Executive Board,
so long as they enjoy this relative position and
the remaining seats should be filled through
election by the remaining Members of the Con-
ference.

On the basis of these principles, the Sub-Com-
mittee has agreed to report out to the Drafting
Committee the two alternative drafts of Article
68, set out in Part Il of this Report, which it is
recommended could be considered substitutes
for the second, third and fourth alternatives in
the Report of the First Session.

In case that neither of these two alternative
drafts would provide for satisfactory means of
giving due representation on the Executive
Board to members of the Organization with
structurally different economies, the French pro-
posal E/PC/T/C.6/W.53 may provide a prin-
ciple to achieve this objective by assuring per-
manent representation to at least some of the
members in each of the typical stages of economic
development.
The Sub-Committee did not feel any neces-

sity to elaborate a new draft text of Article 68
under the assumptions of "one country-one
vote" and "no scheduled seats on the Executive
Board", since the first alternative of Article 68
in the formulation of the text drafted at the
First Session constitutes in the opinion of the
Sub-Committee a textually satisfactory draft. If
an increase in membership of the Board beyond
fifteen is desired, the Sub-Committee feels that
this number should never exceed eighteen, and
that the first alteration of the text drafted at
the First Session should be accordingly redrafted.
Regarding weighted voting, the Sub-Commit-

tee felt that if such a system were used the best
formula would be the one described above

under conclusion two for the determination of
relative economic importance, plus an appro-
priate base vote.
On the general issue of weighted voting, the

Sub-Committee has not been able to establish
any degree of identity of views. A number of
members of the Sub-Committee hold that in the
case of weighted voting, the basic vote should
not be so high as to offset the real differences
in the relative economic importance of various
countries. Another group holds that only a
high basic vote would allow equitable principles
to prevail if a system of weighted voting is at
all to be applied. In view of this division of
Opinion in the Sub-Committee, the Sub-Com-
mittee feels that it could not provide satis-
factory solutions on this issue and refers the
issue of weighted voting to the Drafting Com-
mittee, drawing the attention of the Drafting
Committee to the United Kingdom and the
United States proposals for weighted voting
contained in the Appendix to this report.
Whatever system is finally adopted for voting

in the Conference or for the selection of mem-
bers of the Executive Board, it was generally
ageed that within the Board each member
should have one vote.

PART II

Article 68
Alternative "A" (on basis of two categories)

1. The Executive Board shall consist of fifteen
Members, including the six Members of chief
economic importance. The Conference, exclud-
ing these six Members, shall elect the nine addi-
tional members of the Board for terms of three
years subject to the provisions of paragraph 3 (b),
due regard being paid to each Member's eco-
nomic importance in international trade and
also to equitable geographical distribution. Elec-
tive members of the Board shall not be eligible
for immediate re-election. The Conference may,
by the affirmative vote of two-thirds of its Mem-
bers present and voting, increase the membership
to not more than eighteen, allocating the addi-
tional seats between the two categories.

2. The Conference shall annually determine
which are the Members of chief economic impor-
tance on the basis of a system of rating according
to the following schedule:

One point per 50 million United States dol-
lars of foreign trade;
One point per 500 million United States

dollars national income; and
One point per twenty-five United States dol-

lars of foreign trade per capita.

Subject to the provisions of paragraph 3 (a),
points shall be based on the relevant statistics
for the average of the three full calendar years
immediately preceding each election.

3 (a). The first determination of ratings shall
be based upon the average of the statistics for
1937 and the calendar year immediately preced-
ing the entry into force of this Charter;
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3 (b). At the first election of the Board, three
of the members shall be elected for a termof
one year, and three others for a terni of two years.

4. The status of all members on the Board
shall be equal in all respects.

5. Each member of the Executive Board shall
have one representative and may appoint alter-
nates for and advisers to its representative.

Alternative "B" (on basis of three categories)

1. The Executive Board shall consist of no
more than eighteen Members to be determined
in accordance with the provisions of paragraphs
2, 3, 4, 5 and 6 of this Article.

2. Each Member shall be given a rating deter-
mined every three years according to the follow-
ing schedule:

One point per 50 million United States dol-
lars of foreign trade;
One point per 500 million United States

dollars national income; and
One point per 25 United States dollars of

foreign trade per capita.
The points shall be based on the average of

the relevant statistical data for the three full
calendar years immediately preceding each elec-
tion, provided that for the first election the points
shall be calculated on the average of the statisti-
cal data for 1937 and the full calendar year
immediately preceding the entry into force of
this Charter.

3. The seven Members with the highest rat-
ings shall be members of the Board for the
three-year period succeeding each determination.

4. The ten Members with the ratings next in
order after the seven Members referred to in
paragraph 3 shall elect from among themselves
five members of the Board for a three-year period.

5. The Conference, excluding the seventeen
Members referred to in paragraphs 3 and 4 of
this Article, shall elect not more than six mem-
bers of the Board, provided that there shall never
be more than one seat on the Board, under the
provisions of this paragraph, per three Members
participating in the elections under this para-
graph. Such members of the Board shall normally
be elected for terms of three years, provided that
the Conference shall, as necessary, establish pro-
cedures with regard to these terms designed to
assure a reasonable measure of continuity in
representation on the Board.

6. The members of the Board elected under
paragraphs 4 and 5 above shall not be eligible
for immediate re-election.

7. The status of all members on the Board
shall be equal in all respects.

8. Each member of the Executive Board shall
have one representative and may appoint alter-
nates for and advisers to its representative.

PART III

APPENDICES
Appendix

1. United Kingdom Formula for Weighted
1a.Voting issued as (E/PC/T/C.6/W.3).
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2. Tables of Relative Economic Importance
2a. on the Basis of the United Kingdom

Formula.
3. United States Suggestion-Formula for
3a. Weighted Voting issued as (E/PC/T/C.6/

W.6 and E/PC/T/C.6/W.6/ Add. 1).
4. Czechoslovak Observations issued as (E/

PC/T/C.6/W. 14).
5. Canadian Draft of Article 68 issued as

(E/C/T/C.6/W.4).
6. Brazilian Draft of Article 68 issued as

(E/PC/T/C.6/W.27).
7. Tables of Relative Economic Importance

on the Basis of the Brazilian Formula.
8. Belgian Draft of Article 68 issued as

(E/PC/T/C.6/W.48).
9. French Draft of Article 68 issued as

(E/PC/T/C.6/W.53).
10. Secretariat Table on Relative Economic

Importance issued as (E/PC/T/C.6/W.
47).

11. Statement of United Kingdom Position
issued as (E/PC/T/C.6/W.56).

APPENDIX I

Formula for weighted voting
proposed by the United Kingdom delegate

Factors: (a) External trade: 20 votes per '000
million $.

(b) National Income: 2 votes per '000
million $.

(c) Population: 1 vote per 10 million.
(d) Percentage of trade to national in-

come: 1 vote per 10 per cent.
(e) Basic vote 100.

The above formula, applied to the figures of
external trade for 1937 and of national income
for 1940, together with the most up-to-date ap-
proximate figures of population available, would
yield the following results for the countries par-
ticipating in the Preparatory Committee (we
contemplate that there would be periodical re-
visions-perhaps quinquennial-to take account
of changes that have taken place affecting the
basic data):

1.
2
3.

4.
5.
6.
7.
8.

Number of
Votes

United States .. .... ... 399
United Kingdom and colonies . 335
USSR ... 199
India ... 194
France ....... ....... .. 182

China ... 181
Netherlands and colonies .168

Canada ...... .......-..

9. Belgium and colonies .......
10. Australia .... .
11. Czechoslovakia .................
12. Brazil .... ...........

13. South Africa ...................

14. New Zealand
Norway .

16. Cuba
Chile . ......

149
132
127
126
124
119

115

We contemplate that the order thus deter-
mined would also be used for the purpose of
allocating permanent seats on the Executive
Board: thus if there were to be eight permanent
seats, they would in the first instance, be allotted



to the countries numbered 1 to 8 above. The
allocation would be liable to be changed from
time to time as the result of the periodical
revisions.

APPENDIX I (a)

Draft of Article 64 if weighted voting is adopted
suggested by the United Kingdom delegate

Article 64
1. Each Member shall have in the Conference

the number of votes allocated to it in Annex ...
to this Charter.

2. Except as otherwise provided in this Char-
ter, decisions of the Conference shall be taken
by a majority of the votes cast.

Note: There would be similar consequential
amendments to other voting provisions in Chap-
ter VIII excluding Article 69.

APPENDIX Il

Number of votes under various headings of United Kingdom formula

Country

U.S.A. ..................

U.K. ....................

U.S.S.R. ........

Canada .................

France and colonies ......

China .................

India ...................

Netherlands and colonies
Belgium and colonies .....
Australia ................

Brazil ..................

Czechoslovakia ...........
South Africa ............

New Zealand ............

Cuba ...................

Norway .

Chile ..................

External
Population Trade

, 14 128
.. 13 165
.. 19 16
.. 1 36
.. 11 46

48 ll
.. 42 27

8 46
.. 2 35
.. 1 22
. . 5 13
.. 1 16
.. 1 14
* . . 10

. . . . 6

. . . . 10

. . . 6

National
Income

156
.54
64
12
23
24
24
7
5
6
5
6
2
1
1
2
1

Percentage of
Trade to
National Basic
Income Vote

1

3

3
2

1
7
7
3
3
3
7
8
8

7
7

100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100

APPENDIX Il (a)

Basic factors

Used in the United Kingdom formula for weighted voting

Country

Population
Latest Available

Figures Approximate

Million

U.K. and colonies .....................

U.S.S.R. (including Latvia, Estonia and
Lithuania) ..........................

Canada ...............................

France and colonies ...................

China ................................
India.

Netherlands and colonies ...............
Belgium and colonies ..................

Australia .............................

Brazil ................................

Czechoslovakia ........................

Union of South Africa .................

New Zealand .........................

Cuba .................................

Norway ........

Chile
baon.................................

Lebanon ..............................

142
132

193
12

106
455
419
80
19
7

45
14

11

2

5
3

5

1

Trade
1937

Million
$ new

6,379
8,274

817
1,824
2,306
535

1,369
2,284
1,748
1,090
677
800
684
482
315
523
283
64

National
Income
1940

Million
$ new

77,800
27,000

32,000
3,800

11,300
12,000
12,000
3,500
2,350
3,200
2,500
3,000
1,000
600
420
750
400

Percentage of
Trade to

National Income

8
31

3
31

20
4

11
65
74
34
27
27
68
80
75
70
71

N.A.

* No information.
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Total
Vote

399
335
199
152
182
181
194
168
149
132
126
126
124
119
115
119
115

.

. . . . .

. . . . .

. . . . .

. . . . .

.

.

. . . . .

. . . . .

. . . . .

. . . . .

. . . . .



APPENDIX III

United States suggestion

The attached amendments to Article 6 1 (Vot-
ing in the Conference), Article 68 (Membership
in the Executive Board) anti Article 69 (Voting
in the Executive Board) are designed to provide
for a system of weighted voting in the ITO
which would be strictly confined to issues arising
out of the balance-of-payments provisions of the
Charter, and to the issue of Membership) in the
Executive Board.
The main consideration in support of this plan

is that exchange restrictions and quantitative re-
strictions on trade are equally effective alterna-
tive methods of dealing with balance of payments
problems; that exchange restrictions are under
the jurisdiction of the International Monetary
Fund, which has a system of weighted voting;
and that if the same voting system is adopted in
the ITO on balance of payments matters this
will assure consistency between the actions of the
Fund and the ITO on questions in which they
are expected to pursue a common policy as en-
visaged in Articles 26, 28 and 29 of the Charter.

It is recognized that the issues on which
weighted voting is intended to apply may need
to be more closely defined than in the attached
draft.

Article 64. Voting (Conference)

1. Except as provided in paragraph 2, each
Member shall have one vote in the Conference.

.2. Whenever voting in the Conference is re-
quired on any matter, arising under Article 26,
28 or 29, in which the Organization and the
International Monetary Fund have a common
interest, and in the election of members of the
Executive Board, each Member which is a mem-
ber of the International Monetary Fund shall
have in the Conference the same number of votes
as it is currently entitled to cast in the Fund
pursuant to Article XII, Section 5(a) of the Arti-
cles of Agreement of the International Monetary
Fund, and each other Member shall have in the
Conference the number of votes provided for in
the special exchange agreement entered into be-
tween that Member and the Organization pur-
suant to paragraph 3 of Article 29.

3. The Conference shall make arrangements
for the detailed application of the provisions of
paragraph 2 of this Article in respect of the elec-
tion of members of the Executive Board. Such
arrangements shall be framed on general princi-
ples analogous to those set forth in paragraphs 1
through 6 of Schedule C annexed to the Articles
of Agreement of the International Monetary
Fund.
(Alternatively: Such arrangements shall be
framed on general principles designed to assure
that (a) the votes cast by any one Member shall
not count toward the election of more than one
member of the Board and (b) the votes cast by
each Member shall count toward the election of
some member of the Board.)

4. Except as may be otherwise provided for

in this Charter, decisions of the Conference shall
be taken by a majority of the [Members present
and voting] votes cast.

Article 68. Membership (Executive Board)

1. The Executive Board shall consist of fifteen
Members of the Organization elected by the
Conference in accordance with paragraphs 2 and
3 of Article 64.

2. Subject to the provisions of paragraph 3
one third of the members of the Executive Board
shall be elected each year for a term of three
years. The Conference may by regulation deter-
mine for any election that retiring members,
other than those elected by the five Members of
the Organization having the largest number of
votes under paragraph 2 of Article 64, shall not
be eligible for immediate re-election.

3. At the first election, fifteen Members of
the Executive Board shall be chosen. The term
of office of five Members shall expire at the end
of one year, and of five other Members at the
end of two years, in accordance with arrange-
ments made by the Conference.

4. Each Member of the Executive Board shall
have one representative and may appoint alter-
nates and advisers to its representatives.

Article 69. Voting (Executive Council)

1. Except as provided in paragraph 2, each
member of the Executive Board shall have one
vote.

2. Whenever voting in the Executive Board
is required on any matter, arising under Article
26, 28 or 29, in which the Organization and the
International Monetary Fund have a common
interest, each member of the Executive Board
shall be entitled to cast the number of votes
which counted towards the election of that mem-
ber under paragraphs 2 and 3 of Article 64.

3. Decisions of the Executive Board shall be
made by a majority of [members present and
voting] the votes cast.

APPENDIX III (a)

United States suggestion

Addition to E/PC/T/C.6/W.6 concerning
weighted voting

Document E/PC/T/C.6/W.6, submitted by
the United States Delegation, sets forth a plan
for weighted voting in the ITO (a) on matters
in which the ITO and the Fund have a common
interest, and (b) in the election of the Executive
Board. The following explanations and clarifica-
tions may be of use to the Committee in its
consideration of this proposal:

1. It is intended that on substantive matters
the method of voting suggested should be con-
fined to cases in which the Organization is re-
quired under the Charter to consult the Fund
before acting. This purpose might be effected
better by revising the opening part of par. 2 of
Article 64 and par. 2 of Article 69 along the
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following lines deleted language in brackets,
new language underscored):

Article 64
"2. Whenever voting in the Conference is re-

quired [on any matter arising under Article 26,
28 or 29 in which the Organization and the
International Monetary Fund have a common
interest] on any decision of the Organization
required to be taken in consultation with the
International Monetary Fund under paragraphs
3 and 5 of Article 26, paragraphs 1 (iv) and 2 of
Article 28, and paragraphs 4 and 6 of Article
29," etc.

Article 29
"2. (Same as above, appropriately replacing

the word 'Conference' by 'Executive Board')".

2. With regard to the application of the Fund
voting system to the election of the members of
the Board of the ITO, the following points may
be noted:

A. No Member would be allowed to split his
vote so as to elect more than one member of the
Board. In other words, countries having a large
number of votes because of their large quotas in
the Fund (which have relation to the economic
importance of the country) could use these votes
only for the purpose of electing themselves to
the Board. Thus, as will be explained below, the
six countries having the largest votes would all
be equal for this purpose despite the difference
in their votes.

B. It would be provided in general that no
Member could be elected to the Board on any
ballot unless he obtained a number of votes
equal to the average resulting from a division
of the total number of eligible votes by the total
number of members to be elected. Thus, using
the Fund voting quotas as given in the attached
Schedule I, the following results would be
achieved:

1. On the first ballot, the average number
of votes required to elect, assuming an Execu-
tive Board of fifteen members, would be over
6,000. Since only three countries (the United
States, the United Kingdom and the USSR)
have more than this number, presumably only
these three countries would be elected on the
first ballot.

2. On the second ballot, the average num-
ber of votes required to elect (the eligible
votes divided by the remaining number of
seats) would be 3,944. This would mean that
China (5,750 votes), France (5,500 votes) and
India (4,250 votes) could elect themselves on
this ballot.

3. On the third ballot approximately 3,500
votes would be required to elect. Since no one
of the remaining countries would have this
number of votes, it would require the support
of some other country or countries to be
elected.

4. Countries comprising a geographical area
could be almost certain of electing a director
if they voted together, for example, the Latin
American republics (excluding Argentina)

would have 9,645 votes and thus could always
elect two directors. An illustration of how this
might work out is afforded by the elections in
the Monetary Fund as shown in the attached
Schedule II.
C. In order to make provision against the

possibility that there might be inadequate rota-
tion of seats, the Conference by majority vote
would be authorized to declare for any election
that retiring members (other than those elected
by the six members of the Organization having
the largest number of votes, or whatever member
is decided upon) shall not be eligible for imme-
diate re-election.

D. In voting in the Executive Board on the
balance of payments issues referred to above,
each Member would cast the votes which counted
towards his election (or to which the Member
is entitled in his own right, whichever is higher).
How this might work out is illustrated in Sched.
ule Il.

E. A possible advantage of the plan is that
each Member of the ITO would, so to speak,
have a particular representative on the Board to
which it could look for assistance in making its
voice heard.

SCHEDULE 1

Schedule of votes under International Monetary
Fund*

Country
United States.
United Kingdom
USSR ...........

China ........

France .. ..
India . ... :
Canada ..
Netherlands ....
Belgium .......
Australia .......
Brazil .........

Czechoslovakia . ..
Poland .........

Union of South Africa
Mexico.
Denmark .....
Yugoslavia
Chile . .... ..

Colombia .......
Cuba .........
New Zealand
Norway . ....
Egypt .........

Greece ..........

Iran .....
Peru ............

Philippine. Republic
Uruguay ... ..
Venezuela ......
Bolivia ......
Luxemburg ......
Iraq .........
Ethiopia .........
Costa Rica .......

Number
of Votes

.. ....

.... 13,250
.......... 12,250

................... 5,750

...... ....... ... 5,500

................ 4,250

..... .............. 3,250

................... 3,000

................ .. 2,500

...................

................ .. 1,750

. 1,500
.. ......... .. 1,500

... ...... 1,250
.... ..... 1,150

.. ........ ....... 930

.. 850
................... . .750

................... 750

....... ....... 750

750
................... . .750

................. 700

................... 650

..................

................... 500
400

..... ....... ...

.. ........ 400

....... .... ... ...

......... .. 350

.......... ....... 330

310
300

* Based on amended quotas in Articles of Agreement of
International Monetary Fund.
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Dominican Republic .................
Ecuador ..
Guatemala.
Haiti.
El Salvador .........................
Honduras .....
Nicaragua . ..

Paraguay ...

Iceland . .. ..

Liberia . ...

Panama .. ........

300
300
300
300
275
275
270
270
260
255
255

100,580

SCHEDULE II
Voting power of executive directors of

International Fund

Directors appointed by:
1. United States.
2. United Kingdom.
3. China ...................
4. France .. ........

5. India ....................
Elected Directors
6. Santos-Filho (Brazil), elected

by vote of:
Brazil .........
Chile ..............
Peru ...............
Uruguay ...........
Bolivia ...............
Ecuador ...... ....

Paraguay ..........
Panama . ............

7. Gomez (Mexico) elected by
votes of:
Mexico ...............
Colombia ...........
Cuba ....... ..

Costa Rica ..........
Costa Rica ...........
Dominican Republic ...

Guatemala ..........
El Salvador ........
Honduras .............
Nicaragua ............

8. Bruins (Netherlands) elected
by votes of:

Netherlands ..........
Union of South Africa..

9. Rasminsky (Canada),elected
by votes of:
Canada ...............
Norway ...............

Number
of Votes

........ 27,750

........ 13,250

.........5,750

..... '.. 5,500

.........4,250

10. Mladek (Czechoslovakia)
elected by votes of:

Czechoslovakia .1,500
Poland .. 1,500
Yugoslavia .... 850

11. Gutt (Belgium), elected by
votes of:

Belgium.
Luxembourg.
Iceland.

12. Saad (Egypt)
votes of:

Egypt ..
Greece.
Iran.
Philippines
Iraq.
Ethiopia . .

elected by

3,850

2,500
350
260

3,110

..... 700

...... .650

...... .500

...... 400

...... .330

...... .310

Total.

1,750
750
500
400
350
300
270
255

4,575

1,150
750
750
300
300
300.
300
275
275
270

3,000
1,250

3,250
750

* The total number of votes and the percentage dis-
tribution of the voting power of member countries are
affected by the fac^ that Denmark did not join in time to
participate in the elections.

2,890

82,795

APPENDIX 1V
Observations by the Czechoslovak Delegate on

voting at the Conference and seats on the
Executive Board

Upon the suggestion of the Secretatiat, the
Czechoslovak delegate wishes to express his views
on the question of voting on the Conference as
well as on the question of seats on the Executive
Board.

Conference
In accordance with its opinion expressed at

the last session of the Preparatory Committee the
Czechoslovak delegate to the Drafting Committee
agrees with the original text as suggested in the
United States Charter in Article 64, paragraph 1,
reading as follows:

"Each Member shall have one vote in the
Conference."

It follows then that we are on principle op-
posed to any suggestion for weighted voting.
Executive Board
In my opinion the Executive Board should

consist of fifteen to eighteen Members. Five seats
should be reserved for the five permanent Mem-
bers of the Security Council of the United Na-
tions. The remaining ten Members of the Execu-
tive Board should be elected by the Conference,
proper regard being paid to an equitable geo-
graphical distribution of seats and representation
of Members of differing economic structures.
Retiring Members should be eligible for re-
election.

In the opinion of the C. hoslovak delegate
the question of the membership of the Executive
Board should not be materially dealt with until
all countries which are likely to become Members
of the Organization have had ample opportunity
to present their views on the matter.
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APPENDIX V

A lternate Drauft of Article 68 (old Article 57)
.Suggested by the Delegate [or Canada

Execu tive Board-Membership
1. The Executive Board shall consist of fifteen

Members of-the Organization.
(a) By virtue of their economic importance,

Canada, China, France, India, United King-
dom, and United States of America, shall be
appointed as permanent members.

(b) Four other Members of the Executive
Board shall be elected by the Conference so as
to assure the continued representation of either
Australia or New Zealand, either Belgium or
the Netherlands, one Latin American member
whose capital is south of the equator and one
Latin American member whose capital is north
of the equator.

(c) The remaining Members of the Execu-
tive Board shall be elected by the Conference,
and any of the members enumerated above
who are not already elected may be chosen.

2. The non-permanent Members of the Ex-
ecutive Board shall be elected for a period of
three years. At the first election of the non-per-
manent Members, three Members shall be elected
for a term of one year and three others for a
term of two years. A retiring Member shall be
eligible for immediate re-election.

3. These elections shalI take place in accord-
ance with arrangements ta be approved by the
Conference with a two-thirds majority of its
Members.

4. Each Member of the Executive Board shall
have one representative who may appoint alter-
nates and advisers.

APPENDIX VI

Alternate Draft of Article 68 (old Article.57)
Suggested by the Brazilian Delegate
Section D. The Executive Board

Article 68. Membership
1. The Executive Board shall consist of eight-

een members of the Organization according to
the following regional divisions: five members
from countries belonging to Europe; fo-ur mem-
bers from North America, Central America and
the Caribbean countries; three members from
Asia; two members from Africa and the Near
East; two members from South Africa; one
member from Oceania; and one from U.S.S.R. by
reason of her special position in two countries.

2. Eight members of the Executive Board shall
be appointed for a term of five years by the
Member countries of the Organization having
the most important relative trade position in
each of the above-mentioned regional divisions
and in accordance with the provisions of No. 4
of this Article.

* 1. If this draft is adopted provision will have to be
made to allow revision, if necessary, say, after tt.J or
fifteen years.

2. If the USSR becomes a Member, Canada feels that
it should be accorded a permanent seat on the Executive
Board.

A ccordingly, two representatives of European
countries; two of North America, Central Amer-
ica and the Caribbean countries; two of Asia;
one of South America; and one of U.S.S.R. will
be appointed members of the Executive Board.

'The relative position of the Member countries
established according to No. 4 of this Article,
shall be re-examined by the Executive Board at
the end of each term of five years, and any change
which may occur will be taken into considera-
tion in order to implement the provisions of the
first paragraph of No. 2 of this Article.
The members of the Executive Board shall be

appointed by the same Member countries if no
change has occurred in the relative position es-
tablished according to the provisions of No. 4
of this Article.

3. Ten members of the Executive Board shall
be elected by the Conference and by the Mem-
ber countries not appointing their representa-
tives, taking into account the number of Direc-
tors allocated to each of the regional divisions
set forth in No. 1 of this Article.

(a) Five members of the Executive Board
shall be elected for the term of three years; and

(b) Five members for two years;
(c) A retiring member of the Board shall be

eligible for immediate re-election.
(d) If a Member country entitled according

to the provisions of this Article to appoint a
member of the Executive Board decides not
to accept the membership of the Organiza-
tion, then a Member country belonging to the
regional division of Oceania shall be elected
by the Conference according to No. 3 (a) of
this Article.

*1. The most important relative trade position
in eacehof the above-mentioned regional divi-
sions, in order to implement the provisions of
No. 2 of this Article, shall be determined by the
addition of the following factors:

(a) One hundred basic units to be allocated
to any Member country;

(b) Twenty units to be allocated for each
one billion dollars in the world trade of each
Member of the Organization during the last
normal period (1938);

(c) The actual percentage of the foreign
trade of the Member country in relation to
global world trade; and

(d) One unit for each two percent of the
population of the Member country in relation
to the global population of the regional divi-
sion to which it belongs.
5. Each member of the Executive Board shalI

have one representative and may appoint alter-
nates and advisers to its representatives.

APPENDIX VII

Administrative Sub-Committee

Formula for Membership proposed by the
Brazilian Delegate

Factors:
(a) One hundred basic units to be allocated

to any Member country;
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decided to show in the text ot tis Article the charter.

47

(b) External trade: 20 units per '000 million $
in 1938;

(c) Percentage of foreign trade in global world
trade;

(d) Population: one unit for each two per
cent of the population of the regional division
to which the Member country belongs.

The above formula applied to the figures of
external trade for 1938, together with available
figures of population for 31 December 1939, or
a later date as far as possible, would yield the
following results:

EUROPE

(b)

Belgium ........ 29.81
Czechoslovakia .. 12.9
Denmark ....... 13.8
France ......... 44.0
Greece ......... 4.4
Iceland ......... 0.5
Ireland ........ 6.3
Italy ........... 22.7
Luxembourg.
Netherlands .... 26.9
Norway ........ 9.6
Poland ......... 9.4
Portugal ....... 5.0
Sweden . ....... 19.7
Switzerland ... 13.3
United Kingdom. 128.8
Yugoslavia ..... 4.6

units
(c)

3.21
1.4
1.5
4.7
0.5
0.0
0.7
2.4

2.9
1.0
1.0
0.5
2.1
1.4

13.8
0.5

NORTH AMERICA,
CENTRAL AMERICA
AND THE
CARIBBEAN

United States ....'0.iL 14
Canada ........ 30.4
Mexico ......... 4.4 1
Cuba .......... 5.0 * 1
All others.

ASIA
Afghanistan ....
China ..........
India ..........
Philippines .....

0.7
18.6
20.4
4.9

AFRICA AND
NEAR EAST

Egypt .......... 6.6
Union of
South Africa . . 12.6

Turkey ........ 4.7
Lebanon and

*Syria ........ 1.1
Saudia Arabia ...0.9
Iraq .......... 1.7
Iran ............ 4.8

S. AMERICA
Argentina ......
Bolivia .........
Brazil ..........
Chile ..........
Columbia ......

17.6
1.2

11.8
4.8
3.4

(d)

1.8
3.0
0.8
3.6
1.5

0.6
9.1
0.1
2.0
0.6
5.0
1.6
1.5
0.9
10.0
3.0

3.7
3.1
5.2
1.3
3.4

0.4
26.4
22.2
1.0

0.7 11.3

0.8
3.3
3.5
3.5

0.1
2.0
2.2
0.5

1.4
0.5

0.1
0.1
0.2
0.5

1.9
0.1
1.3
0.5
0.4

7.0
11.9

2.5
4.7
2.5

10.1

7.4
1.9

23.1
2.8
5.1

(a) (b) (c) (d)
130
117
116
157
106
101
108
134

132
111
115
107
123
116
243
108

248
137
110
107

101
147
145
106

119

121
117

104
106
104
115

127
103
136
108
109

'Incl. Luxembourg

units
(b) (c) (d)

Ecuador ....

Paraguay ....
Peru ........

Uruguay ....
Venezuela . .

OCEANIA
Australia
New Zealand.
USSR ......

0.4
0.4
2.7
2.5
7.3

... 20.5

... 8.8
... 10.5

0.3
0.3
0.8

2.2
0.9
1.1

1.7
0.6
4.0
1.2
_2. 1

40.5
9.5

50.0

(a) (b) (c) (d)
102
101
107
104
110

163
- 119
162

The figures for the United Kingdom, France,
the Netherlands and Belgium do not include the
Overseas territories of these countries, whereas
in the formula for weighted voting proposed by
the United Kingdom representative the figures
include these colonies, but exclude inter-imperial
trade.

APPENDIX VIII

Alternate Draft of Article 68

Suggested by the Delegate of Belgium

Executive Board: Membership

1. The Executive Board shall consist of eight-
een members of the Organization.

(a) The six members of the Organization
which have the largest international trade.

(b) The three of the remaining members of
the Organization which have the greatest eco-
nomic importance. This importance will be de,
termined on the following basis

Population: one point per 10 million;
National income: two points per 000 million

dollars;
Percentage of trade to national income: one

point per 10%.

(c) The nine other members of the Executive
Board shall be elected by the conference among
the remaining members of the Organization so as
to insure adequate representation of the major
geographical regions and of any other outstand-
ing interest in international trade.

2. The position of the nine permanent mem-
bers will be revised every three years on the basis
of the situation during this period.

3. The nine non-permanent members of the
Executive Board shall be elected for a period of
three years. At the first election of the non-per-
manent members, three members shall be elected
for a term of one year, three for a term of two
years, and three for a term of three years. A
retiring member shall be eligible for immediate
re-election.

4. The designation and elections shall take
place in accordance with arrangements to be
approved by the Conference with a two-thirds
majority of its members.

Each member of the Executive Board shall
have one representative who may appoint alter-
nates and advisers.
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APPENDIX IX

Allocation of Permanent Seats of the
Executive Committee

Suggestion by the Delegate for France

In the course of the work of the First Session
of the Preparatory Commission, it became ap-
parent that differences of economic structure
existing between the countries participatinig in
the Conference, particularly as regards their de-
gree of industrial development, made it necessary
to take into account, in drafting a Trade Char-
ter, needs which were common to certain groups
of countries.

This fact was recognized more specifically in a
new chapter of the draft Charter, intended to
ensure the development of countries with insuffi-
ciently advanced economic systems.

This is clearly a fundamental idea, very closely
affecting the realization of the aims of the Or-
ganization, and it appears to be recognized
u unanimously.
With this in mind, the delegate for France

submits for the Committee's consideration the
following suggestion concerning the allocation of
permanent seats on the Executive Committee:

"The Member States to be divided into four
groups, each group corresponding to a type of
economicstructure. There would thus be:

First Group: Highly industrialized countries

in whose economic systems foreign trade con-
stitutes an essential clement.
Second Group: Highly industrialized coun-

tries in whose economic systems foreign trade
represents only a secondary element.

Third Group: Insufficiently industrialized
countries in *whose economic systems foreign
trade constitutes an essential element.
Fourth Group: Insufficiently industrialized

countries ivhose foreign trade is little de-
veloped."

The first group, owing to the fully integrated
type of economic system which it represents, and
which corresponds to the aims pursued by the
Organization, would have three seats on the
Executive Committee.
Each of the three other groups would have two

seats, thus making up a total of nine permanent
seats.
Each country would itself be invited to choose

the group to which it considered it belonged, the
choice being endorsed by a vote of the Con-
ference.
The countries of each group would themselves

appoint their representatives to the Executive
Committee, taking into account both the repre-
sentative character of the countries elected and
their geographical situation.
The representatives would be appointed for

a.period of five years.

APPENDIX X
Formula for rating economic importance

(a) Foreign Trade:
(b) National Income:
(c) Foreign Trade per capital:

20 votes per 1000 million $
2 votes per 1000 million $
1 vote per 25 $

The above formula, applied to figures for 1938, would yield the following results:
COUNTRY
U.S.. ................................
U.K. and colonies (1)..................
France and colonies (1).
U.S.S.R. (including Latvia,

Estonia & Lithuania) .................
Netherlands and colonies (1)...........
Canada ...............................
India ................................
Belgium and colonies (1) .. ......

Italy .................................
China ......China ~~~..........................Australia .............................
Sweden ...............................
Argentina ............................
Union of South Africa .................
Switzerland ...........................
New Zealand.........................
Czechoslovakia ........................
Norway ..............................
Brazil ................................
Poland ...............................
Egypt .Egypt...............................Chile ................................
Cuba ................................
Lebanon and Syria.....................

Foreign Trade

107
157 (129)
37 (44)

14
42 (16)
33
23
29 (29)
23
18
21
20
18
18
13
9
13
10
12
9
7
5
5
1

National Income

128
50 (46)
20(19)
40

9 (5)
9

16
5 (4)

11
16
6
5
4
3*
4
1.6
5
2
4
6
2
1
I
0.4

Trade per Capita Total

. 1.6
2.6 (5.4)
0.6 (2)
0.2

6'° (6)
6
0.2
3.2 (7)
1.0

6
6.2
2.6
3.
6.4

10.8
1.6
6.6
0.6
0.6
0.8
2
2.4
2

237
210 (180)
58 (65)
54

52 (27)
48
39
37 (40)
35
34
33
31
25
24
23
21
20
19
17
16
10
8
8
3

(1) Intra-trade figures excluded. Colonies are excluded in the figures given in parentheses.
(2) Population figures for 1937.
(@) Including gold exports.
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APPENDIX XI

Statement of the United Kingdom delegate on
its views regarding the composition of the
Executive Board

The following outlines present views of the
United Kingdom delegate on the composition of
the Executive Board:

1. The Executive Board should consist of
seventeen or eighteen Members of the Organ-
ization, of whom eight should be permanently
represented upon it. The permanent seats would
be allocated to the first eight Members as deter-
mined by the United Kingclom formula set out
in E/PC/T/C.6/W.3. In making the determina-
tion in the first year a fair balance would be
struck between prewar and postwar statistics.
The nine remaining seats would be filled by

Members elected by the Conference.
The United Kingdom has not any settled views

upon the basis of such election but would sup-
port provisions which

(a) Would yield a fair geographical distri-
bution of at least a proportion of seats on the
Board; (whether by a specific geographical
scheme or otherwise)

(b) Allow for rotation of Members in ser-
vice on the Board.

2. In the election weighted votes would be
used.

3. Each Member of the Board should have
one vote in all decisions by the Board.

APPENDIX XII

Provisions for two-thirds majorities in the draft
charter

Note by the delegate for the United Kingdom
The Drafting Committee was instructed by the

Preparatory Committee at its First Session to ex-
amine the question of two-thirds majorities "with
a view to incorporating in the text of the Charter
such wording as clearly conveys what is in-
tended." Two forms of wording were agreed
upon in London to apply to two different types
of cases, the first formula "by the affirmative
votes of two-thirds of the Members" to apply to
more important decisions (called "Type 1" in
this note), the second "by the affirmative votes
of two-thirds of the Members present and voting"
for relatively less important decisions (here called
"Type 2") .

The delegate for the United Kingdom is not
entirely satisfied that there is sufficient ground
for making the distinction between the two types
of cases in which two-thirds majorities are re-
quired. There are clearly certain decisions which
it is important should be made only with the
support of two-thirds of the voting power of all
the Members of the Organization, but it could
be argued that cases in which it is possible to
allow the outcome to be dependent on the at-
tendance of Members might equally well be made
the subject of a plain majority vote. On the

other hand, Type 2 would enable decisions to be
reached more rapidly where required, and would
avoid situations arising in which abstentions pre-
vented any decision from being reached. In any
case it is suggested that it might be better to read
by way of definition of Type 1, "concurring
votes representing two-thirds of the voting power
of all the Members", and for Type 2, if it be
retained, "concurring votes representing the vot-
ing power of two-thirds of the Members present
and voting."
The following notes are written on the as-

sumption that the distinction between the two
types is maintained. Type I is clearly appro-
priate in Article 66 (2) as it stands (determina-
tionI of criteria for waiving of obligations) and
in Article 85 (1) and (3) (amendments to the
Charter) . Type 2 night perhaps suffice in Ar-
ticle 66 (5) (acceptance of conventions and agree-
ments) which is at present drafted as Type 1.

Suggestions were male in the discussions at
the First Session of the Preparatory Committee
(See document E/PC/T/CV /25) for making de-
cisions subject to two-thirds majorities in certain
other cases where at present no specific proce-
dure is laid down (and which would presumably
therefore be decided by simple majority) . The
suggestions related to the following articles:

1. Articles 26 (3) (Conditions under which
balance of payments restrictions may be im-
posed): it is doubtful if a two-thirds majority
rule should be applied to this. It is suggested
that in any event it should be confined .to
paragraph 3 (d)-determination that the pro-
vision is being abused, and should be of Type
2 as described above.

2. Article 30, 4 (b) (Subsidies, suspension
of rules) . A two-thirds majority of Type 1
would seem to be reasonable in this case.

3. Article 34 (Emergency Action). The re-

quirement of a two-thirds majority in rela-
tion to action by the Organization under the
last sentence of the proviso to paragraph 4
would seem reasonable.

4. Article 35 (Impairment). A two-thirds
majority* in relation to the third sentence of
paragraph 2 seems reasonable.

5. Article 40 (e) and (f) . (Findings and
Recommendations) . A two-tnirds majority*
seems reasonable.

6. Article 51 (London text) (Principles of
commodity arrangements). A two-thirds ma-
jority requirement would not seem appro-
priate. It has already been suggested that
voting provisions would have to be settled ad
hoc in the light of the circumstances of par-
ticular commodity arrangements.

There are certain further instances where the
proviso for a two-thirds majority should be con-
sidered.

* While the importance of these masters night seem to
make 'Type 1' appropriate to them, it may be that the
need for rapid decisions would be better met by 'Type 2'.
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1. Article 13 (Industrial Development) .
The two-thirds rule (Type 1) might be writ-
ten into 6 (b) and (c)-permission to use
measures inconsistent with obligations under
the Charter.

2. Article 38, paragraph 4 (New prefer-
ences). The two-thirds rule (Type 1) is al-
ready specified as regards criteria anti proce-
dures (though not as regards the determination
of particular applications or waiver), by the
reference to Article 66 (2) and should remain.

3. Article 28 (exceptions from non-discrim-
iriation) , There night be a case under para-
graph 2. (determination that exceptions are
being abused) for a two-thirds majority of
Type 2.

APPENDIX XIII

Article 68-Second alternative

(1) The Executive Board shall consist of
teen members of the Organization elected by
Conference, five of whom shall be eligible
immediate re-election.

(2) Subject to the provisions
(3) one-third of the members of
Board shall be elected each year
three years.

of
the
for

fif-
the
for

paragraph
Executive
a term of

(3) Same as first alternative.

(4) Same as first alternative.

APPENDIX XIV

Article 68-Third alternative

(1) The Executive Board shall consist of fif-
teen Members of the Organization elected by the
Conference. By virtue of their economic impor-
tance, six Members shall be appointed as perma-
nent members; nine other Members shall be
granted non-permanent seats. The total number
of seats may be increased by a decision of the
Conference taken with a two-thirds majority of
its members.

(2) The non-permanent members of the Ex-

ecutive Board shall be chosen for a period of
three years. At the first election of the non-
permanent members, three members shall be
elected for a term of one Near and three others
tor a term of two years. A retiring member shall
not be eligible for immediate re-election.

(3) These elections shall take place in ac-
cordance with arrangements to be approved by
the Conference by a two-thirds majority of its
members.

(4) Each member of the Executive Board shall
have one representative who may appoint alter-
nates and advisers.

APPENDIX XV

Article 68-Fourth alternative

(1) The Executive Board shall consist of
twenty Members of the Organization.

(2) Subject to the provisions of paragraph
(3), one-half of the members of the Executive
Board shall serve for a term of five years and
shall be appointed by the Members of the Or-
ganization having the largest share in the world
trade and belonging to the following trade
groups; Europe (two Directors), North America
(two Directors) , Latin America (two Directors),
Asia (two Directors), Oceania (one Director)
and Africa (one Director). Any change in the
relative position in world trade of members shall
be taken into consideration at the end of each
term of five years.

(3) One-half of the members of the Executive
Board shall be elected annually by members of
the Conference other than those entitled to ap-
point a member of the Board in accordance with
the provisions of paragraph (2). A retiring mem-
ber shall be eligible for immediate re-election.

(4) The Conference, upon the recommenda-
tion of the Executive Board, shall establish pro-
cedures for the purpose of carrying out the
provisions of this Article.

(5) Each member of the Executive Board shall
have one representative and may appoint alter-
nates and advisers to its representatives.
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PART 111
Draft General Agreement on Tariffs and Trade

INTRODUCTION
1. The draft Agreement reproduces many

provisions of the Charter. Reservations en-

tered by delegates to those provisions of the
Charter, which reservations will be found in
Part II of this Report apply equally to the
corresponding provisions of the draft Agree-
ment.

2. The Drafting Committee considers that
there will need to be some provision made for
the provisional generalization to the trade of
governments not parties to the General Agree-
ment of the tariff of concessions granted under
the Agreement pending consideration by the
International Conference of the question
whether benefits under the Charter should
be extended to non-Members of the Organiza-
tion. However, as the Drafting Committee
did not consider the terms of Article 36 of the
Charter relating to non-Members, it was de-
cided to defer consideration of this question
until a later stage.

3. The delegates for Brazil and New Zea-
land reserved their positions regarding the
non-inclusion in the draft Agreement of pro-
visions relating to export subsidies. The dele-
gates for Brazil and China considered that
the provisions of Article 12 of the Charter
should be included in the draft Agreement.
The delegate for the United States considered
that the provisions contained in Article V
(Tarif Valuation) and Article XVII (Main-
tenance of Domestic Employment) should
not be included in the draft Agreement.

4. The delegate for Czechoslovakia felt
that the same degree of importance should be
attached to all of those provisions of the
Charter that are to become effective by virtue
of the Protocol to the draft Agreement as is
attached to the provisions of the Charter
which have been reproduced in the Agree-
ment. Should this not be possible by includ-
ing these provisions in the Agreement (prop-
erly adjusted and simplified) he considered
it appropriate to restrict the Agreement only
to tariffs, preferences and most-favoured-na-
tion treatment and to dispose of all other pro-
visions by including them in the Protocol.
The delegate for China associated himself
with the last of the comments made by the
delegate for Czechoslovakia.

5. The delegate for Australia stated that
his government attached particular import-
ance to the terms of the agreement in relation
to the coming into force of the terms of the
Charter as a whole. It therefore reserved its
position as to whether it was desirable to in-
corporate in the Agreement the whole of the
Charter.

6. The draft Agreement is passed on to
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the Second Session as a working paper with-
out commitment to any government.

The governments of Australia, Belgium,
Brazil, Caada, Chile, China, Cuba, Czecho-
slovakia, France, India, Lebanon, Luxem-
bourg, Netherlands, New Zealand, Norway,
Union of South Africa, Union of Soviet So-
cialist Republics, United Kingdom and
United States*
Having been appointed by the Economic

and Social Council of the United Nations to
constitute a Preparatory Cornmittee to make
preparations for an International Conference
on Trade and Employment;

Having, in fulfilment of this function, pre-
pared and recommended to the said Confer-
ence the draft Charter for an International
Trade Organization of the United Nations
(hereinafter referred to as the Charter) the
text of which is set forth in the Report of the
Preparatory Committee of the Economic and
Social Council

Desiring to further the attainment of the
objectives of the said Conference by rnaking
effective among themselves such provisions of
the above-mentioned draft Charter as are
applicable at this stage and thus taking such
action prior to the Conference as will consti-
tute concrete achievement capable of general-
ization to all countries on equitable terns.
Hereby agree as follows:

Article I
(cf. Article 14 of the Charter)

General most-favoured-nation treatment
1. With respect to customs duties and

charges of any kind imposed on or in con-
nection with importation or exportation or
imposed on the international transfer of pay-
ments for imports or exports, and with respect
to the method of levying such duties and
charges, and with respect to all rules and
formalities in connection with importation or
exportation, and with respect to all matters
provided for in Article II, and advantage,
favour, privilege or immunity granted by any
contracting party to any product originating
in or destined for the territory of any other
country, shall be accorded immediately and
unconditionally to the like product originat-
ing in or destined for the territories of all
other contracting parties respectively.
*2. ....................................

1,, as expected, Syria also participates in the negotia-
tions, it would also be a party to the Agreement.
rThe delegate for Australia stated that his government

attached particular importance to the terms of the agree-
ment in relation to the coming into force of the terms of
the charter as a whole. It therefore reserved its position
as to whether it was desirable to incorporate in the Agree-
ment the whole of the charter.

This paragraph, relating to exceptions for preferences
of certain categories remaining after negotiations, would
be agreed upon after the negotiations at the Second Ses-
sion have been completed. Meanwhile, the provisions of
paragraph 2 of Article 14 and Article 24 of the draft
Charter.would apply.
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Article Il
(cf. Article 15 of the Charter)

National treatment on internal taxation
and regulation

1. The contracting parties agree that
neither internal taxes nor other internal
charges nor internal laws, regulations or re-
quirements should be used to afford protec-
tion directly or indirectly for any national
product.

2. The products of the territory of any
contracting party imported into the territory
of any other contracting party shall be exempt
from internal taxes and other internal charges
of any kind higher than those imposed, di-
rectly or indirectly, on like products of na-
tional origin.

3. The products of the territory of any
contracting party imported into the territory
of any other contracting party shall be ac-
corded treatment no less favourable than that
accorded to like products of national origin.
in respect of all laws, regulations or require-
ments affecting their internal sale, offering
for sale, transportation, distribution or use
of any k-ind whatsoever. The provisions of
this paragraph shall be understood to pre-
clude the application of internal requirements
restricting the amount or proportion of an
imported product permitted to be mixed,
processed or used Provided that any such re-
quirement in force on the day of signature of
this Agreement may, subject to the provisions
of Article VIII, be continued until the expi-
ration of one year from the day on which this
Agreement enters into force. This period may
be extended in respect of any product if the
Committee provided for in Article XII,
(hereinafter referred to as the Committee)
concurs that the requirement concerned is less
restrictive of international trade than other
measures permissible under this Agreement.

4. The provisions of paragraphs l and 3
of this Article shall not be construed to
prevent the application, consistency with the
provisions of Article VIII, of internal laws,
regulations or requirements other than taxes
relating to the distribution or exhibition of
cinematograph films.

5. The provisions of this Article shall not
apply to the procurement by governmental
agencies of supplies for governmental use and
not for resale [nor for use in the production
of goods for sale].

Article III
(cf. Article I of the Charter)

Freedom of transit

1. Goods (including baggage) and also
vessels and other means of transport shall be

deemed to be in transit across the territory of
a contracting party when the passage across
such territory, with or without trans-shipment,
warehousing, breaking bulk, or change in the
mode of transport, is only a portion of a com-
plete journey, beginning and terminating
beyond the frontier of the contracting party
across whose territory the traffic passes. Traffic
of this nature is termed in this Article "traffic
in transit." The provisions of this Article
shall not apply to the operation of aircraft in
transit.

2. There shall be freedom of transit
throtigh the territories of the contracting par-
ties via the routes most convenient for inter-
national transit for traffic in transit to or from
the territories of other contracting parties.
No distinction shall be made which is based
on the nationality of persons, the fag or ves-
sels, the place of origin, departure, entry, exit
or destination, or on any circumstances relat-
ing to the ownership of goods or vessels or
other means of transport.

3. Any contracting party may require that
traffic in transit through its territory be
entered at the proper customhouse, but, ex-
cept in cases of failure to comply with applic-
able customs laws and regulations, such traf-
fic coming from or going to the territories of
other contracting parties shall not be subject
to any unnecessary delays or restrictions and
shall be exempt from customs duties and from
all transit duties or other charges imposed in
respect of transit, except charges for transpor-
tation or those commensurate with adminis-
trative expenses entailed by transit or with the
cost of services rendered.

4. All charges and regulations imposed by
contracting parties on traffic in transit to or
from the territories of other contracting
parties shall be reasonable, having regard to
the conditions of the traffic.

5. With respect to all charges, rules and
formalities in connection with transit, each
con tracting party shall accord to traffic in
transit to or from the territory of any other
contracting party treatment no less favourable
than the treatment accorded to traffic in transit
to or from any third country.

6. Each contracting party shall accord to
products which have been in transit through
the territory or any other contracting party
treatment no less favourable than that which
would have been accorded to such products
had they been transported from their place
of origin to their destination without going
through such territory. Any contracting party
shall, however, be free to maintain its require-
ments of direct consignment (expedition di-
rect) existing on the day of signature of this
Agreement in respect of any goods in regard
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to which such direct consignment is a requisite
condition of eligibility for entry of the goods
at preferential rates of duty, or has relation to
the contracting party's prescribed method of
valuation for duty purposes.

Article IV
(cf. Article 17 of the Charter)

Anti-dumping and countervailing duties
1. No anti-dumping duty or charge shall

be imposed on any product of the territory
of any contracting party imported into the
territory of any other contracting party in
excess of an amount equal to the margin of
dumping under which such product is being
imported. For the purposes of this Article,
the margin of dumping shall be understood to
mean the amount by which the price of the
product exported from one country to another
is less than (a) the comparable price charged
for the like product to buyers in the domestic
market of the exporting country, or, in the
absence of such domestic price, either (b) the
highest comparable price at which the like
product is sold for export to any third country
in the ordinary course of commerce, or (c)
the cost of production of the product in the
country of origin plus a reasonable addition
for selling cost and profit; with due allowance
in each case for differences in conditions and
terms of sale, for difference in taxation, and
for other differences affecting price compar-
ability.

2. No countervailing duty shall be imposed
on any product of the territory of any con-
tracting party imported into the territory of
another contracting party in excess of an
amount equal to the estimated bounty or sub-
sidy determined to have been granted, directly
or indirectly, on the production or export of
such product in the country of origin or ex-
portation. The term "countervailing duty"
shall be understood to mean an additional
duty imposed for the purpose of offsetting any
bounty or subsidy bestowed, directly or in-
directly, upon the manufacture, production or
exportation of any merchandise.

3. No product of the territory of any con-
tracting party imported into the territory of
any other contracting party shall be subject to
anti-dumping or countervailing duty by
reason of the exemption of such product from
duties or taxes imposed in the country of
origin or exportation upon the like product
when consumed domestically, or by reason of
the refund of such duties or taxes.

4. No product of the territory of any con-
tracting party imported into the territory of
any other contracting party shall be subject to
both anti-dumping and countervailing duties

to compensate for the same situation of dump-
ing or export subsidization.

5. No contracting party shall impose any
anti-dumping or countervailling duty or
charge on the importation of any product of
the territories of other contracting parties
unless it determines that the effect of the
dumping or subsidization, as the case may be,
is such as materially to injure or threaten to
injure an established domestic industry, or is
such as to prevent the establishment of a
domestic industry,

6. Nothing in this Article shall preclude
parties to a regulatory commodity agreement
conforming to the principles of Chapter VII
of the Charter from incorporating in such
agreement provisions prohibiting, as between
themselves, the use of anti-dumping duties in
cases in which dumping, within the meaning
of paragraph 1 of this Article, may be permit-
ted under the terms of such an agreement.

Article V
(cf. Article 18 of the Charter)

Tariffvaluation
The contracting parties recognize the

validity of the general principles of tariff
valuation set forth in the following sub-para-
graphs, and they undertake to give effect to
such principles, in respect of all products sub-
ject to duties, charges or restrictions based
upon or regulated in any manner by value,
at the earliest practicable date. Moreover,
they undertake upon a request by another
contracting party, to review the operation of
any of their laws or regulations relating to
value for duty purposes in the light of these
principles. The Committee is authorized to
request from contracting parties reports on
steps taken by them in pursuance of the pro-
visions of this paragraph.
(*) Alternative A

(a) The value for duty purposes of im-
ported products should be based on the actual
value of the kind of imported merchandise on
which duty is assessed, or the nearest ascer-
tainable equivalent of such value, and should
not be based on the value of products of na-
tional origin or on arbitrary or fictitous val-
uations.

Alternative B
(a) The value for duty of imported prod-

ucts should be based on their actual value
as represented by the price at which, at a de-
termined time and place, and in the ordinary
course of trade between independent buyer
and seller, like goods are sold or offered for

*Alternative A represents the text in the United States
Draft Charter. Different interpretations of the words
"actual value" were given by different delegates who sup-
plied alternatives B and C.
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sale in quantities and under conditions com-
parable to those under which the imported
goods are sold or offered for sale, or the near-
est ascertainable equivalent of such value.
The value should not be based on the value
of products of national origin or on arbitrary
or fictitious valuations.

Alternative C
(a) Where an actual price of imported

products is not accepted as the basis for de-
termining their value for duty purposes, their
assessed value should not be based on the
value of products of national origin or on
arbitrary or spurious valuations, but shoud
satisfy clearly defined and stable conditions
which conform with commercial usage.

(b) The value for duty purposes of any
imported product should not include the
amount of any [customs duty or] internal tax,
applicable within the country of origin or
export from which the imported procluct has
been relieved by means of refund or made
exempt.

(c) In converting the value of any import-
ed product from one currency to another for
the purpose of assessing duty, the rate of
exchange to be used should be fixed in ac-
cordance with prescribed standards to reflect
effectively the current value of each currency
in commercial transactions.

(d) The bases and methods for determin-
ing the value of products subject to duties,
charges or restrictions based upon or regu-
lated by value should be stable and should
be given sufficient publicity to enable traders
to estimate, with a reasonable degree of cer-
tainty, the amount of duty likely to be im-
posed.

Article VI

(cf. Article 19 of the Charter)

Customs formalities
1. The contracting parties recognize the

principle that subsidiary fees and charges im-
posed on or in connectoin with importation
or exportation should be limited in amount
to the approximate cost of services rendered
and should not represent an indirect protec-
tion to domestic products or a taxation of
imports or exports for fiscal purposes. They
also recognize the need for reducing the num-
ber and diversity of such subsidiary fees and
charges, for minimizing the incidence and
complexity of import and export formalities,
and for decreasing and simplifying import
and export documentation requirements.

2. The contracting parties undertake to
give effect to the principles and objectives of

paragraph 1 of this Article at the earliest
practicable date. Moreover, they undertake,
upon a request by another contracting party,
to review the operation of any of their cus-
toms laws and regulations in the light of these
principles.

3. Except in cases of serious negligence,
greater than nominal penalties over and above
the duty properly payable should not be im-
posed by any contracting party in connection
with the importation of any product of the
territory of any other contracting party be-
cause of errors in documentation which are
obviously clerical in origin or with regard to
which good faith can be established.

4. The provisions of this Article shall ex-
tend to fees, charges, formalities and require-
ments relating to all customs matters, includ-
ing:

(a) consular transactions, such as consular
invoices and certificates;

(b) quantitative restrictions;
(c) licensing;
(d) exchange regulations;
(e) statistical services;
(f) documents, documentation and certi-

fication;
(g) analysis and inspection; and
(h) quarantine, sanitation and fumigation.

Article VII

(cf. Article 21 of the Charter)

Publications and administration of trade reg
ulations

Advance notice of restrictive regulations
1. Laws, regulations, judicial decisions and

administrative rulings of general application
made effective by any contracting party per-
taining to the classification or the valuation of
products for customs purposes, or to rates of
duty, taxes or other charges, or to require-
ments, restrictions or prohibitions on imports
or exports or on the transfer of payments
therefor, or affecting their sale, distribution,
transportation or insurance, or affecting their
warehousing, inspection, exhibition, process-
ing, mixing or other use, shall be published
promptly in such a manner as to enable trad-
ers and governments to become acquainted
*with them. Agreements in force between the
government or a governmental agency of any
contracting party and the government or a
governmental agency of any other country af-
fecting international trade policy shall also
be published. This paragraph shall not re-
quire any contracting party to disclose con-
fidential information which would impede
law enforcement, or otherwise be contrary to
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the public interest or would prejudice the
legitimate business interests of particular en-
terprises, public or private.

2. Each contracting party shall administer
in a uniform, impartial and reasonable man-
ner all its laws, regulations, decisions and rul-
ings of the kind described in paragraphs 1 of
this Article.

3. No administrative ruling of any con-
tracting party effecting an advance in a rate
of import duty or other charge under an estab-
lished and uniform practice, or imposing a
new or more burdensome requirement, re-
striction or prohibition on imports, or on the
transfer of payments therefor, shall, as a gen-
eral rule, and within the limits of adminis-
trative practicabi'-ty, be applied to products
of the territory of any other contracting party
already en route at the time of publication
thereof in accordance with paragraph 1 of
this Article, Provided that if any contracting
party customarily exempts from such new or
increased obligation products entered for
consumption or withdrawn from warehouse
for consumption duringa period of thirty days
after the date of such publication, such prac-
tice shall be considered in full compliance
with this paragraph. The provisions of this
paragraph shall not apply to anti-dumping or
countervailing duties.

Article VIII

Schedu les of concessions on particular
products*

1. Each contracting party shall accord to
the commerce of the other contracting parties

Olt is contemplated that there would appear at an ap-
propriate place in each of the Schedules a provision along
tie following lincs: "The products of the territories of
the contracting parties, enumerated and described in this
Schedule, shall, on their importation into (name of coun-
try) be exempt from ordinary customs duties in excess of
those set foith and provided for in this Schedule, subject
to the conditions therein set out. Such products shall also
be exempt from ail other duties or charges imposed on or
in connection with importation. in excess of those imposed
on the day of the signature of this Agreement or required
to be imposed thereafter under laws of (name of country)
in force on that day provided that this sentence shall not
prevent the Government of (name of country) from im-
posing at any time on the importation of any product a
charge equivalent to an internal tax imposed in respect
of the like domestic product or in respect of an article
from which the imported product has been manufactured
or produced in whole or in part.

It is also contemplated that there would be included at
an appropriate place in the Agreement undertakings de-
signed to prevent the nullification or impairment of the
benefits of the tariff concessions of the Agreement which
would result from any reclassification of produces at higher
rates of duty than those provided for in the Schedules.
Such undertakings might take the form either of pro-
visions designed to prevent such reclassification entirely,
during the life of the Agreement, or to prevent the im-
position of higher duties resulting from such reclassifica-
tion, or, in cases where neither of these two courses might
be practicable, of provisions for negotiations to restore the
previous balance between concessions and counter-con-
cessions.

the treatment provided for in the appropriate
Schedule annexed to this Agreement and
made an integral part hereof.

2. No contracting party shall alter the gen-
eral principles applicable in its territory for
determining dutiable value and converting
currencies so as to impair the value of any
of the concessions provided for in the appro-
priate Schedule annexed to this Agreement.

3. If any contracting party, after the day
of signature of this Agreement, established
or authorizes, formally or in fact, an effective
monopoly of the importation of any product
for which a maximum rate of duty is provided
in the appropriate Schedule annexed to this
Agreement, the price for such imported prod-
uct charged by the monopoly in the home
market shall not exceed the landed cost (be-
fore payment of any duty) by more than such
maximum duty; after due allowance for in-
ternal taxes, transportation, distribution and
other expenses incident to purchase, sale or
further processing and for a reasonable mar-
gin of profit. For the purpose of applying
this margin regard may be had to average
landed costs and selling prices of the monop-
oly over recent periods. The monopoly shall,
as far as administratively practicable, and sub-
ject to the other provisions of this Agreement,
import from the territories of contracting
parties and offer for sale at prices charged
within such maximum margin such quantities
of the product as will be sufficient to satisfy
the full domestic demand for the imported
product, account being taken of any ration-
ing to consumers of the imported and like
domestic product which may bein force at
that time.

Article IX
(cf. Article 25 of the Charter)

General elimination of quantitative
restrictions

1. Except as otherwise provided in this
Agreement, no prohibitions or restrictions
other than duties, taxes or other charges,
whether made effective through quotas, im-
port licenses or other measures, shall be im-
posed or maintained by any contracting party
on the importation of any product of the
territory of any other contracting party or on
the exportation or sale for export of any prod-
uct destined for the territory of any other con-
tracting party.

2. The provisions of paragraph 1 of this
Article shall not extend to the following:

(a) Prohibitions or restrictions on imports
or exports instituted or maintained during
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the early post-war transitional period which
are essential to

(i) The equitable distribution among
the several consuming countries of products
in short supply, whether such products are
owned by private interests or by the govern-
ment of any contracting party;

(ii) The maintenance of wartime price
control by a contracting party undergoing
shortages subsequent to the war;

(iii) The orderly liquidation of tem-
porary surpluses of stocks owned or con-
trolled by the government of any contract-
ing party or of industries developed in the
territory of any contracting party owing to
the exigencies of the war, which it would be
uneconomic to maintain in normal condi-
tioris Provided that prohibitions or restric-
tions for this purpose may not be instituted
by any contracting party after the date on
which this Agreement enters into force ex-
cept after consultation with other interest-
ed contracting parties with a view to appro-
priate international action.

Import and export prohibitions and re-
strictions instituted or maintained under sub-
paragraph (a) shall be removed as soon as
the conditions giving rise to them have ceased,
and in any event, not later than 1 July 1949,
Provided that this period may, with the con-
currence of the Committee, be extended in
respect of any product for further periods not
to exceed six months each.

(b) Export prohibitions or restrictions
temporarily applied to relieve critical short-
ages of foodstuffs or other essential products
in the territory of the exporting contracting
party.

(c) Import and export prohibitions or re-
strictions necessary to the application of stand-
ards for the classification and grading of com-
modities in international trade.

(d) Export or import quotas applied un-
der regulatory inter-governmental commodity
agreements conforming to the principles of
Chapter VII of the Charter.

(e) Import restrictions on any agricul-
tural or fisheries product, imported in any
form, necessary to the enforcement of govern-
mental measures which operate (i) to restrict
the quantities of the like domestic product
permitted to be marketed or produced, or
(ii) to remove a temporary surplus of the like
domestic product by making the surplus avail-
able to certain groups of domestic consumers
free of charge or at prices below the current
market level. Any contracting party impos-
ing restrictions on the importation of any

product pursuant to this sub-paragraph shall
give public notice of the total quantity or
value of the product permitted to be imported
during a specified future period and of any
change in such quantity or value. Moreover,
any restrictions applied under (i) of this
sub-paragraph shall not bc such as will reduce
the total of imports relative to the total of
domestic production, as compared with the
proportion which might reasonably be expect-
ed to rule between the two in the absence
of the restrictions. In determining this pro-
portion the contracting party shall pay due
regard to the proportion prevailing during
a previous representative period and to any
special factors which may have affected or may
be affecting the trade in the product con-
cerned. - The contracting party shall consult
with any other contracting parties which are
interested in the trade in question and which
wish to initiate such consultations.

(f) Import and export prohibitions or
restrictions on private trade for the purpose
of establishing a new, or maintaining an exist-
ing, monopoly of trade for a state-trading en-
terprise operated under Article XV.

Article X

(cf. Article 26 of the Charter)

Restrictions to safeguard the balance of
payments

1. Contracting parties may need to use
import restrictions as a means of safeguarding
their external financial position and as a step
toward the restoration of equilibrium in their
balance of payments on a sound and listing
basis, particularly in view of their increased
demand for imports needed to carry out their
domestic employment, reconstruction, de-
velopment or social policies. Accordingly,
notwithstanding the provisions of Article IX,
any contacting party may restrict the quan-
tity or value of merchandise permitted to be
imported insofar as this is necessary to safe-
guard its balance of payments and monetary
reserves.

2. The use of import restrictions under
paragraph 1 of this Article shall be subject to
the following requirements:

(a) No contracting party shall institute
(or maintain) new restrictions or intensify
existing restrictions except to the extent ne-
cessary to stop or to forestall the imminent
threat of, or to stop, a serious decline in the
level of its monetary reserves or, in the case
of a contracting party with very low monetary
reserves, to achieve a reasonable rate of in-
crease in its reserves. Due regard should be
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paid in each case to any special factors which
may be affecting the level of the contracting
party's reserves, to any commitments or other
circumstances which may be affecting its need
for reserves, and to any special credits or other
resources which may be available to protect its
reserves.

(b) Contracting parties shall eliminate
the restrictions when conditions would no
longer justify their imposition [or mainte-
nance] under sub-paragraph (a) , and shall
relax them progressively as such conditions
are approached.

(c) Contracting parties shall not apply the
restrictions in such a manner as to exclude
completely imports of any class of goods.

3. (a) Anycontracting party which is not
applying restrictions under paragraphs 1 and
2 of this Article, but which is considering the
need for their institution, shall, before insti-
tuting such restrictions (or, in circumstances
in which prior consultation is impracticable,
immediately following upon the institution
of such restrictions) consult with the Com-
mittee as to the nature of its balance-of-pay-
ments difficulties, the various corrective mea-
sures which may be available, and the possi-
ble effects of such measures on the economies
of other contracting parties. The Committee
shall invite the International Monetary Fund
to participate in the consultations. No con-
tracting party shall be required during such
discussions to indicate in advance the choice
or timing of any particular measures which
it may ultimately determine to adopt.

(b) The Committee may at any time in-
vite any contracting party applying import
restrictions under paragraphs l and 2 of this
Article to consult with it about the form or
extent of the restrictions, and shall invite a
contracting party substantially intensifying
such restrictions to consult accordingly within
thirty days. Contracting parties thus invited
shall participate in such discussions. In the
conduct of such discussions the Committee
shall consult the International Monetary
Fund and any other appropriate inter-gov-
ernmental organization, in particular with re-
gard to the alternative methods available to
the contracting party in question of meeting
its balance-of-payments difficulties. The
Committee shall, not later than two years
from the day on which this Agreement enters
into force, review all restrictions existing on
that day and still applied under paragraphs.
1 and 2 at the time of the review.

(c) Any contracting party may consult
with the Committee with a view to obtaining
the prior approval of the Committee for re-

strictions which the contracting party pro-
poses under paragraplhs 1 and 2 of this article
to maintain, intensity or institute, or for the
maintenance, intensification or institution of
restrictions tender specified future conditions.
The Commiittee shall. invite the International
Monetary Fund to participate in the consulta-
tions. As a result of such consultations, the
Committee may approve in advance the main-
tenance, intensification or institution of re-
strictions by the contracting party in ques-
tion insofar as the general extent, degree
and duration of the restrictions are con-
cerned. To the extent to which such ap-
proval has been given the action of the con-
tracting party applying restrictions shall not
be open to challenge under sub-paragraph
(d), on the ground that such action is incon-
sistent with the provisions of paragraphs i
and 2 of this Article.

(d) Any contracting pa.ty which consid-
ers that any other contracting party is apply-
ing import restrictions under paragraphs i
and 2 in a manner inconsistent with the pro-
visions of those paragraphs or of Articles XI
and XII, or in a manner which unnecessarily
damages its commercial interests, may bring
the matter for discussion to the Committee.
The contracting party applying the restric-
tions shall then participate in discussions of
the reasons for its action. The Commmittee,
if it is satisfied that there is a prima facie case
that the complaining party's interests are ad-
versely affected, may, after consultation with
the International Monetary Fund on any mat-
ter falling within the competence of the Fund,
and, if it considers it desirable, after submit-
ting observations to the parties with the aim
of achieving a satisfactory settlement of the
matter in question, recommend the with-
drawal or modification of restrictions which
it determines are being applied in a manner
inconsistent with the provisions of paragraphs
I and 2 of this Article or of Articles XI and
XII or in a manner which unnecessarily dam-
ages the interests of another contracting party.
If the restrictions are not withdrawn or modi-
fied in accordance with the recommendation
of the Committee within sixty days, such other
contracting party or parties shall be released
from such obligations incurred under this
Agreement towards the contracting party ap-
plying the restrictions as the Committee may
approve.

(e) The Committee in reaching its de-
termination under sub-paragraph (d) shall
not recommend the withdrawal or general re-
laxation of restrictions on the ground that the
existing or prospective balance-of-payments
difficulties of the contracting party in question
could be avoided by a change in that contract-
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ing party in question could be avoided by a
change in that contracting party's domestic
employment, reconstruction, d velopment or
social policies. In carrying out such domestic
policies, however, contracting parties shall
pay due regard to the need for restoring equi-
libriurn in the balance of payments on a sound
and lasting basis.

4. In giving effect to the restrictions on
imports under this Article, a contracting
party may restrict imports of products accord-
ing to their relative essentiality in such a way
as to give priority to the importation of
products required by its domestic employ-
ment, reconstruction, development or social
policies and programmes. In so doing the con-
tracting party shall avoid all unnecessary
damage to the commercial interests of other
contracting parties.

5. If there is persistent and widespread ap-
plication of import restrictions under this
Article, indicating the existence of a general
disequilibrium which is restricting inter-
national trade, the Committee shall seek con-
sultation with the International Monetary
Fund. The Committee may then, in collabo-
ration throughout with the Fund, initiate dis-
cussions to consider whether other measures
might be taken, either by those contracting
parties whose balances of payments are under
pressure or by those contracting parties whose
balances of payments are tending to be ex-
ceptionally favourable: or by any appropri-
ate inter-governmental organization, to re-
move the underlying causes of the disequili-
brium. On the invitation of the Committe
contracting parties shall participate in such
discussions.

6: Contracting parties recognize that dur-
ing the next few years all of them. will be con-
fronted in varying degrees with problems of
economic adjustment resulting from the war.
During this period the Committee shall, when
required to take decisions under this Article
or under Article XII, take full account of the
difficulties of postwar adjustment.

7. Throughout this Article and Articles
XI and XII the phrase "import restrictions"
includes the restriction of imports by state-
trading enterprises to an extent greater than
that which would be permissible under Article
VIII.

Article XI
(cf. Article 27 of the Charter)

Non-discriminatory administration of
quantitative restrictions

1. No prohibition or restriction shall be
applied by any contracting party on the im-
portation of any product of the territory of

any other contracting party or on the exporta-
tion of any product destined for the territory
of any other contracting party, unless the im-
portation of the like product of aIl third
(countries or the exportation of the like
product to all third countries is similarly pro-
hibited or restricted.

2. Contracting parties shall observe the
following provisions in applying import re-
strictions:

(a) The administration of the restrictions
should be carried out in such a way as to re-
suit in a distribution of trade which ap-
proaches as closely as possible to the shares
which the various contracting parties might
be expected to obtain as the result of inter-
national competition in the absence of re-
strictions.

(b) Wherever practicable, quotas repre-
senting the total amount of permitted imports
(whether allocated among supplying countries
or not) shall be fixed, and notice given of their
amount in accordance with paragraph 3 (b)
of this article.

(c) In cases in which quotas are not prac-
ticable, the restrictions may he applied by
means of import licenses or permits without a
quota.

(d) Import licenses or permits, whether or
not issued in connection with quotas, shall
not (save for purposes of operating quotas
allocated in accordance with sub-paragraph
(e) ) require or provide that the license or
permit be utilized for the importation of the
product concerned from a particular country
or source.

(e) In cases in which a quota is allocated
among supplying countries, the shares of the
various supplying contracting parties should
in principle be determined in accordance
with commercial considerations such as, e.g.,
price, quality and customary sources of supply.
For the purpose of appraising such commer-
cial considerations, the contracting parties
applying the restrictions may seek agreement
with respect to the allocation of shares in the
quota with all other contracting parties
having a substantial interest in supplying the
product concerned. In cases in which this
method is not reasonably practicable, the con-
tracting party concerned shall allot to contract-
ing parties having a substantial interest in
supplying the product, shares based upon the
proportions supplied from the territories of
such contracting parties during a previous
representative. period, of the total quantity or
value of imports of the product, due account
being taken of any special factors which may
have affected ar may be affecting the trade in
the product. No conditions or formalities
shall be imposed which would prevent any
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contracting party from utilizing fully the share
of any such total quantity or value which has
been alloted to it, subject to importation be-
ing made within any prescribed period to
which the quota may relate.

3. (a) In cases in which import licenses are
issued in connection with import restrictions,
the contracting party applying the restriction
shall provide, upon the request of any con-
tracting party having an interest in the trade
in the product concerned, all relevant infor-
mation as to the administration of the restric-
tion, the import licenses granted over a past
recent period and the distribution of such
licenses among supplying countries, Provided
that there shall be no obligation to supply in-
formation as to the names of importing or
supplying enterprises.

(b) In the case if import restrictions in-
volving the fixing of quotas, the contracting
party applying the restrictions shall give
public notice of the total quantity or value
of the product or products, which will be
permitted to be imported during a specified
future period and of any change in such quan-
tity or value. Any supplies of the product
in question which were en route at the time
at which public notice was given shall not be
excluded from entry, Provided that they may
be counted, so far as practicable, against the
quantity permitted to be imported in the
period in question, and also, where necessary,
against the quantities permitted to be im-
ported in the next following period or periods,
and Provided further that if any contracting
party customarily exempts from such restric-
tions products entered for consumption or
withdrawn from warehouse for consumption
during a period of thirty days after the day of
such public notice, such practice shall be con-
sidered full compliance with this sub-para-
graph.

(c) In the case of quotas allocated among
supplying countries, the contracting party ap-
plying the restriction shall promptly inform
all other parties having an interest in supply-
ing the product concerned of the shares in
the quota, by quantity or value, currently
allocated to the various supplying countries
and shall give public notice thereof.

4. With regard to restrictions applied in
accordance with sub-paragraph 2 (e) of this
Article or under sub-paragraph 2 (e) of
Article IX, the selection of a representative
period for any product and the appraisal of
any special factors affecting the trade in the
product shall be made initially by the con-
tracting party applying the restriction, Pro-
vided that such contracting party shall, upon
the request of any other contracting party
having a substantial interest in supplying that

product or upon the request of the Commit-
tee, consult promptly with the other contract-
ing party or with the Committee regarding
the need for an adjustment of the base period
selected or for the re-appraisal of the special
factors involved.

5. The provisions of this Article shall apply
to any tariff quota established or maintained
by any contracting party and insofar as is ap-
plicable the principles of this Article shall also
extend to export restrictions and to any
internal regulations or requirements under
paragraphs 3 and 4 of Article Il.

Article XII

(cf. Article 28 of the Charter)

Exceptions to the rule of non-discrimination

1. The provisions of Articles IX, X and XI
shall not preclude

(a) Restrictions with equivalent effect to
exchange restrictions authorized under Sec-
tion 3 (b) of Article VII of the Articles of
Agreement of the International Monetary
Fund;

(b) Prohibitions or restrictions in accord-
ance with sub-paragraph 2 (a) (i) or 2 (d)
of Article IX;

(c) Conditions attaching to exports which
are necessary to ensure that an exporting
country receives for its exports its own cur-
rency or the currency of any member of the
International Monetary Fund specified by the
exporting country;

(d) Restrictions in accordance with Article
X which either

(i) are applied against imports fror.1
other countries but not as between then-
selves by a group of territories having a
common quota in the International Mone-
tary Fund, Provided that such restrictions
are in all other respects consistent with
Article XI, or

(ii) Assist in the period until 31 Decem-
ber 1951, by measures not involving sub-
stantial departure from the provisions of
Article XI a country whose economy has
been disrupted by war;

(e) Restrictions in accordance with Article
X which both

(i) Provide a contracting party with ad-
ditional imports above the maximum total
of imports which it could afford in the
light of the requirements of paragraph 2
of Article X if its restrictions were consist-
ent with Article XI, and

(ii) Have equivalent effect to exchange
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restrictions, which are permitted to that
contracting party under the Articles of
Agreement of the International Monetary
Fund or under the terms of any special ex-
change agreement, which may have been
made between the contracting party and
the Committee under Article XIII, Pro-
vided that a contracting party, which is not
applying restrictions on payments and
transfers for current international trans-
actions, may apply import restrictions under
(i) of this sub-paragraph in special cir-
cumstances and only with the prior ap-
proval of the Committee in agreement with
the International Monetary Fund.

2. If the Committee finds, after consulta-
tion with the International Monetary Fund
on matters within the competence of the
Fund, that import restrictions or exchange
restrictions on payments and transfers in con-
nection with imports are being applied by a
contracting party in a discriminatory man-
ner inconsistent with the exceptions provided
under this Article or in a manner which dis-
criminates unnecessarily against the trade of
another contracting party, the contracting
party shall within sixty days remove the dis-
criminations or modify it as specified by the
Committee, Provided that a contracting party
may, if it so desires, consult with the Commit-
tee to obtain its prior approval for such dis-
crimination, under the procedure set forth in
paragraph 3 (c) of Article X and to the
extent that such approval is given, the dis-
crimination shall not be open to challenge
under this paragraph.

3. When three-quarters of the contracting
parties of the Organization have accepted the
obligations of Sections 2, 3 and 4 of Article
VIII of the Articles of Agreement of the In-
ternational Monetary Fund, but in any event
before 31 December 1951, the Committee
shall review the operation of this Article, in
consultation with the International Monetary
Fund, with a view to the earliest possible
elimination of any discrimination, under sub-
paragraphs 1 (e) (i) and (ii) of this Article,
which restricts the expansion of world trade.

Article XIII
(cf. Article 29 of the Charter)
Exchange arrangements

1. The Committee shall seek co-operation
with the International Monetary Fund to the
end that the Committee and the Fund may
pursue a co-ordinated policy with regard to
exchange questions within the competence
of the Fund and questions of quantitative re-
strictions or other trade measures within the
competence of the Committee.

2. Contracting parties shall not seek by ex-
change action to frustrate the provisions of
this Agreement and shall not seek by trade
action .to frustrate the purposes of the Inter-
national Monetary Fund.

3. In order to avoid the imposition of trade
restrictions and discrimination through ex-
change techniques and in order to avoid the
danger of conflicting jurisdiction between the
Committee and the International Monetary
Fund in exchange matters, the contracting
parties shall also undertake membership of
the International Monetary Fund, Provided
that any government which is not a member
of the International Monetary Fund may ac-
cept this Agreement if, upon acceptance, it
undertakes to enter as soon as possible into
special exchange agreement with the Commit-
tee which would become part of its obliga-
tions under this Agreement, and Provided
further that a contracting party which ceases
to be a member of the International Monetary
Fund shall forthwith enter into a special ex-
change agreement with the Committee, which
shall then become part of its obligations under
this Agreement.

4. A special exchange agreement between
a contracting party and the Committee under
paragraph 3 of this Article must provide to
the satisfaction of the Committee, collaborat-
ing throughout with the International Mone-
tary Fund, that the purposes common to, the
Committee and the Fund will not be frustrat-
ed as a result of action in exchange matters
by the contracting party in question.

5. A contracting party which has made
such an agreement undertakes to furnish the
Committee with the information which it
may require, within the general scope of
Section 5 of Article VIII of the Articles of
Agreement of the International Monetary
Fund, in order to carry out its functions re-
lating to such agreement.

6. The Committee shall seek and accept
the opinion of the International Monetary
Fund as to whether action by the contracting
party in exchange matters is permissible un-
der the terms of the special excha-nge agree-
ment and shall act in collaboration with the
International Monetary Fund on all ques-
tions which may arise in the working of a
special exchange agreement under this
Article.

Article XIV
(cf. Article 30 of the Charter)

General under taking regarding subsidies

If any contracting party grants or maintains
any subsidy, including any form of income or
price support, which operates directly or in-
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directly to increase exports of any product
from, or to reduce imports of any product into
its territory, the contracting party shall notify
the Committee in writing as to the extent
and *nature of the subsidization, as to the
estimated effect of the subsidization on the
quantity of the affected product or products
imported into or exported from the territory
of the contracting party and as to the condi-
tions making the subsidization necessary. In
any case in which it is determined, by consul-
tation through the Committee among the con-
tracting parties having an important interest
in the trade in the product concerned, that
serious prejudice to the interest of any other
contracting party is caused or threatened by
any such subsidization, the contracting party
granting the susidization shall, upon request,
discuss with the other contracting party or
contracting parties concerned, or with the
Committee, the possibility of limiting the sub-
sidization.

Article XV
(cf. Article 31 of the Charter)

Non-discriminatory administration of State-
trading enterprises

I. If any contracting party establishes or
maintains a state enterprise, wherever located,
which imports, exports, purchases, sells, or
distributes any product, or if any contracting
party grants exclusive or special privileges,
formally or in effect, to any enterprise to
import, export, purchase, sell, distribute or
produce any product, the commerce of other
contracting parties shall be accorded treat-
ment no less favourable than that accorded
to the commerce of any country other than
that in which the enterprise is located in re-
spect of the purchase or sale by such enterprise
of any product. To this end such enterprise
shall, in making its external purchases or
sales ot any product, be influenced solely by
commercial considerations, such as price,
quality, marketability, transportation and
other terms of purchase or sale, having due
regard to any differential customs treatment
maintained consistently with the other pro-
visions of this Agreement.

2. The provisions of paragraph 1 relating
to purchases or imports by state enterprises
shall apply to purchases or imports of prod-
ucts for re-sale [or for use in the production
of goods for sale]. With respect to purchase
or imports by state enterprises of products
for governmental use and not for re-sale [or
for use in the production of goods for sale]
contracting parties shall accord to the com-
merce of other contracting parties fair and
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equitable treatment, having full regard to all
relevant circumstances.

3. This Article shall apply to any enter-
prise, organ or agency in which there is effec-
tive control by the Government of a contract-
ing party [or over whose trading operations
the government of a contracting party exer-
cises effective control by virture of the spe-
cial or exclusive privileges granted to the
enterprise] [or over whose trading operations
a government is under the arrangements pro-
viding for the special or exclusive privileges
granted to the enterprise, legally entitled to
exercise effective control].

Article XVI

(cf. Article 4 of the Charter)
Maintenance of domestic employment

1. Each contracting party shall take action
designed to achieve and maintain full and
productive employment and high and stable
levels of effective demand within its own jur-
isdiction through measures appropriate to its
political, economic and social institutions.

2. Measures to sustain employment and de-
mand shall be consistent wtih the other pur-
poses and provisions of this Agreement and in
the choice of such measures each contracting
party shall seek to avoid creating balance-of-
payments difficulties for other contracting
parties.

Article XVII
(cf. Article 13 of the Charter)

Government assistance to economic
development

1. The contracting parties recognize that
special governmental assistance may be re-
quired in order to promote the establishment
or reconstruction of particular industries and
that such assistance may take the form of pro-
tective measures. At the same time the con-
tracting parties recognize that an unwise use
of such measures would impose undue burdens
on their own economies and unwarranted re-
strictions on international trade and might
increase unnecessarily the difficulties of ad-
justment for the economies of other countries.

2. (a) If a contracting party, in the interest
of its programme of economic development,
considers it desirable to adopt any protective
measure which would conflict with any other
provision of this Agreement, it shall so notify
the Committee and shall transmit to the Com-
mittee a written statement of the considera-
ations in support of the adoption of the
proposed measure. The Committee shall



promptly inform those contracting parties
whose trade would be substantially affected by
the proposed measure and afford them an op-
portunity of presenting their views. The
Committee shall then promptly examine the
proposed measure in the light of the provi-
sions of this Agreement and the considerations
presented by the applicant contracting party,
the views presented by the other contracting
parties which would be substantially affected
by the proposed measure, and such criteria as
to productivity and other factors as it may
establish, taking into account the stage of
economic development or reconstruction of
the contracting party.

(b) If, as a result of its examination pur-
suant to sub-paragraph (a), the Committee
concurs in any measure which would be in-
consistent with any obligation which the ap-
plicant contracting party has assumed under
Article VIII of this Agreement, or which
would tend to nullify or impair the benefit to
such other contracting party or parties of any
such obligation, the Committee shall sponsor
and assist in negotiations between the appli-
cant contracting party and the other contract-
ing party or parties which would be substan-
tially affected, with a view to obtaining sub-
stantial agreement. Upon such agreement be-
ing reached the Committee may release the
applicant contracting party from the obliga-
tion in question or from any other relevant
obligation under this Agreement, subject to
such limitations as may have been agreed
upon in the negotiations between the con-
tracting parties concerned or such further lim-
itations as the Committee may impose.

(c) If, as the result of its examination pur-
suant to sub-paragraph (a), the Committee
concurs in any measure, other than those pro-
vided for in sub-paragraph (b), which would
be inconsistent with any other provision of
this Agreement, the Committee may release
the applicant contracting party from any obli-
gation under such provision, subject to such
limitations as the Committee may impose.

ArticleXVIII
(cf. Article 34 of the Charter)

Emergency action on imports of particular
products

1. If, as a result of unforeseen develop-
ments and of the effect of any obligations in-
curred under or pursuant to this Agreement,
any product is being imported into the terri-
tory of any contracting party in such increased
quantities and under such conditions as to
cause or threaten serious injury to domestic
producers of like or directly competitive
products (or, in the case of a product which is

the subject of a concession with respect to a
preference, is being imported under such con-
ditions as to cause or threaten serious injury
to producers in a territory which receives or
received such preference), the contracting
party shall be free to suspend the obligation
in respect of such product in whole or in part,
or to withdraw or modify the concession to
the extent and for such time as may be neces-
sary to prevent such injury.

2. Before any contracting party shall take
action pursuant to the provisions of para-
graph I of this Article, it shall give notice in
writing to the Committee as far in advance
as may be practicable and shall afford the
Committee and those contracting parties hav-
ing a substantial interest as exporters of the
product concerned, an opportunity to consult
with it in respect of the proposed action. In
critical and exceptional circumstances such
action may be taken provisionally without
prior consultation, Provided that consultation
shall be effected immediately following upon
the taking of such action.

3. If agreement among the interested con-
tracting parties with respect to the action is
not reached, the contracting party which
proposed to take or continue the action,
shall, nevertheless, be free to do so, and if
such action is taken or continued, the affected
contracting parties shall then be free, not later
than sixty days after such action is taken, to'
suspend, upon the expiration of thirty days
from the day on which written notice of such
suspension is received by the Committee, the
application to the trade of the contracting
party taking such action, of such substantially
equivalent obligations or concessions under
this Agreement the suspension of which the
Committee does not disaprove. In cases of
abuse the Committee may authorize an af-
fected contracting party to suspend obliga-
tions or concessions in addition to those which
may be substantially equivalent to the action
originally taken.

Article XIX

(cf. Article 35 of the Charter)

Consultation-Nullification or impairment

1. Each contracting party shall accord
sympathetic consideration to, and shall afford
adequate opportunity for consultation regard-
ing, such representations as may be made by
any other contracting party with respect to the
operation of customs regulations and formali-
ties, anti-dumping and countervailing duties,
quantitative and exchange regulations, sub-
sidies, state-trading operations, sanitary laws
and regulations for the protection of human,
animal or plant life or health, and generally
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all matters affecting the operation of this
Agreement and shall, in the course of such
consultation provide the other contracting
party with such information as will enable
a full and fair appraisal of the situation which
is the subject of such representations.

2. If any contracting party should consider
that any other contracting party is applying
any measure, whether or not it conflicts with
the terms of this Agreement or of its proto-
cols or that any situation exists, which has the
effect of nullifying or impairing any object of
this Agreement or of such Protocol, the con-
tracting party or parties concerned shall give
sympathetic consideration to such written rep-
resentations or proposals as may be made with
a view to affecting a satisfactory adjustment of
the matter. If no such adjustment can be
affected, the matter may be referred to the
Committee, which shall, after investigation,
and, if necessary, after consultation with the
Economic and Social Council of the United
Nations and any appropriate inter-govern-
mental organizations, make appropriate rec-
ommendations to the contracting parties con-
cerned. The Committee, if it considers the
case serious enough to justify such action, may
authorize a contracting party or parties to
suspend the application to any other contract-
ing party or parties, of such specified obliga-
tions or concessions under this agreement as
may be appropriate in the circumstances. If
such obligations or concessions are in fact
suspended, any affected contracting party
shall then be free, not later than sixty days
after such action is taken, to withdraw from
this Agreement upon the expiration of sixty
days from the day on which written notice of
such withdrawal is received by the Committee.

Article XX

(cf. Article 37 of the Charter)

General exceptions

Subject to the requirement that such meas-
ures are not applied in a manner which would
constitute a means of arbitrary or unjusti-
fiable discrimination between countries where
the same conditions prevail, or a disguised
restriction on international trade, nothing in
this Agreement shall be construed to prevent
the adoption or enforcement by any contract-
ing party of measures:

(a) Necessary to protect public morals;

(b) For the purpose of protecting human,
animal or plant life or health if correspond-
ing domestic safeguards under similar condi-
tions exist in the importing country;

(c) Relating to fissionable materials;

(d) Relating to the traffic in arms, ammu-
nition and implements of war and to such
traffic in other goods and materials as is car-
ried on for the purpose of supplying a mili-
tary establishment;

(e) In time of war or other emergency in
international relations, relating to the protec-
tion of the essential security interests of a con-
tracting party;

(f) Relating to the importation or expor-
tation of gold or silver;

(g) Necessary to secure compliance with
laws or regulations which are not inconsistent
with the provisions of this Agreement, such as
those relating to customs enforcement, decep-
tive practices, and the protection of patents,
trade marks and copyrights;

(h) Relating to the products of prison la-
bour;

(i) Imposed for the protection of national
treasures of artistic, historic or archaelogical
value;

(j) Relating to the conservation of ex-
haustible natural resources if such measures
are taken pursuant to international agree-
ments or are male effective in conjunction
with restrictions on domestic production or
consumption;

(k) Undertaken in pursance of obligations
under the United Nations Charter for the
maintenance or restoration of international
peace and security.

Article XXI
(cf Article 38 of the Charter)

Territorial application-Frontier traffic-
Customs unions

1. In the application of the provisions of
this Agreement the territory of each con-
tracting party shall be considered as a single
customs territory provided that if there are
two or more customs territories under the
jurisdiction of any contracting party, each
such customs territory shall be considered as
though it were a separate contracting party.

2. The provisions of this Agreement shall
not be construed to prevent:

(a) Advantages accorded by any contract-
ing party to adjacent countries in order to
facilitate frontier traffic; or

(b) The formation of a customs union,
Provided that the duties and other regulations
of commerce imposed by any such union in
respect of trade with contracting parties shall
not on the whole be higher or more strin-
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gent than the average level of the duties and
regulations of commerce applicable in the
constituent territories prior to the formation
of such union.

3. Any contracting party proposing to enter
into a customs union shall consult with the
Committee and shall make available to the
Committee such information regarding the
proposed union as will enable it to make such
reports and recommendations to contracting
parties as it may deem appropriate.

4. The contracting parties recognize that
there may in exceptional circumstances be
justifications for new preferential arrange-
ments requiring an exception to the provisions
of this Agreement. Any such exception shall
conform to the criteria and procedures which
may be established under paragraph 5 of
Article XXII.

5. For the purpose of this Article a cus-
toms territory shall be understood to mean
any territory within which separate tariffs or
other regulations of commerce are maintained
with respect to a substantial part of the trade
of such territory. A "customs union" shall
he understood to mean the substitution of
a single customs territory for two or more
customs territories, so that all tariffs and other
restrictive regulations of commerce as be-
tween the territories of members of the union
are substantially eliminated and substantially
the same tariffs and other regulations of com-
merce are applied by each of the members
of the union to the trade of territories not in-
cluded in the union.

Article XXII
Functions and structure of the Interim Trade

Committee

1. An Interim Trade Committee is hereby
established on which each contracting party
shall have one representative.

2. The Committee is authorized to per-
form such functions as are specifically *provid-
ed for in the other provisions of this Agree-
ment and generally to perform any other
functions which may be appropriate or neces-
sary for the full implementation of this Agree-
ment and its accompanying Protocol.

3. Each representative on the Committee
shall have one vote.

4. Subject to the provisions of paragraph
5 of this Article, decisions of the Committee
shall be taken by a majority of the represent-
atives present and voting.

5. The Committee may, by a vote of two-
thirds of its members, adopt criteria and pro-

cedure, including voting procedures, for
waiving, in exceptional circumstances, obliga-
tions incurred under this Agreement.

6. As soon as the International Trade
Organization has been established and is ca-
pable of exercising its functions, the Commit-
tee may be dissolved by the procedure laid
down in paragraph 3 of Article XXIII and
its functions and assets transferred to the Or-
ganization.*

Article XXIII

Revision, amendment and termination

1. This Agreement may be amended or
revised, by the procedure laid down in para-
graph 3 of this Article, in the light of the
provisions of the 'Charter for an International
Trade Organizations drafted by the Interna-
tional Conference on Trade and Employ-
ment, or otherwise.

2. In the event of the dissolution of the
Committee under paragraph 6 of Article
XXII, this Agreement shall be terminated,
provided that those contracting parties which
become Members of the International Trade
Organization may provide that such obliga-
tions under this Agreement as they may spe-
cify shall continue in force between them-
selves as part of the relevant provisions of the
said Charter.

3. A decision of the Committee to amend,
revise or terminate this Agreement under
this Article or to dissolve the Committee un-
der paragraph 6 of Article XXII shall become
effective upon its formal acceptance by two-
thirds of the contracting parties, communicat-
ed to the Secretary-General of the United
Nations within such period as the Commit-
tee may specify.

4. Any contracting party, which does not
communicate its acceptance of such decision
within the time specified, shall cease to be a
member of the Committee and a party to this
Agreement, provided that it may be re-ad-
mitted with the concurrence of all the con-
tracting parties, which have accepted such
decision, upon such conditions as they may
prescribe.

Article XXIV

Interpretation and settlement of disputes

1. Texts of this Agreement in the official
languages of the United Nations shall be re-
garded as equally authoritative.

It may be necessary to include in this Article a pro-
vision regarding contributions to the expenses of the Com-
mittee.
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2. Any dispute arising out of the interpre.
tation or operation of this Agreement shall be
referred to the Committee which shall deal
with it in such manner as it deems appropri-
ate.

Article XXV

Entry into force and withdrawal

1. The original of this Agreement shall
be deposited with the Secretary-General of
the United Nations, who will furnish certified
copies thereof to all interested governments.

2. Each government accepting this Agree-
ment shall deposit an instrument of accept-
ance wtih the Secretary-General of the United
Nations, who will inform all interested gov-
ernments of the date of deposit of each instru-
ment of acceptance and 'of the date on which
this Agreement enters into force under para-
graph 3.

3. This Agreement shall enter into force
on the thirtieth day following the day in
which instruments of acceptance have been
deposited with the Secretary-General of the
United Nations on behalf of [all] [a stated
number] of the governments represented on
the Preparatory Committee of the Interna-
tional Conference on Trade and Employ-
ment.

4. Each government accepting this Agree-
ment does so in respect of the metropolitan
territory and of such other territories for
which it has international responsibility with
the exception of those territories which are
self-governing in respect of matters provided
for in this Agreement. Each accepting gov-
ernment shall notify the Secretary-General
of the United Nations of its acceptance of this
Agreement on behalf of any such self-govern-
ing territory willing to undertake the obliga-
tions of this Agreement, and upon the date
specified in such notifiication the provisions
of this Agreement shall become applicable
to that territory.

5. Each contracting party shall take such
reasonable measures as may be available to it
to assure observance of the provisions of this
Agreement by subordinate governments and
authorities within its territory.

6. Without prejudice to the provisions of
Article XIX, any contracting party may with-
draw from this agreement, either on its own
behalf or on behalf of one of its territories
which is at the time self-governing in the
respect mentioned in paragraph 4 of this
Article, after the expiration of three years
from the day on which this Agreement enters
into force, by written notification addressed

to the Secretary-General of the United Na-
tions. The Secretary - General will imme-
diately inform all other contracting parties.
The withdrawal shall take effect six months
from the date of the receipt of the notifica-
tion by the Secretary-General.

Article XXVI
Adherence

The Committee shall as necessary evolve
procedures under which governments not

parties to this Agreement may adhere to it
on terms to be agreed between such govern-
incnts and the Committee.

Article XXVII
The Protocol

The annexed Protocol signed
!hereby made an integral part of
ment.

this day is
this Agree-

DiRFT PROTOCOL TO THE GENERAL AGREEMENT
ON TARIFFS AND TRADE

Tue Governments of Australia, Belgiuni,
Brazil, Canada, Chile, China, Cuba, Czecho-
slovakia, France, India, Lebanon, Luxem-
bourg, Netherlands, New Zealand, Norvay,
Union of South Africa, Union of Soviet So-
cialist Republics, United Kingdom and
United States of America

Having this day undertaken, in the General
Agreement on Tariffs and Trade, to bring
into force among themselves measures for the
liberalization of world commerce provided
for in Chapter V of the Charter referred to
in the Preamble to such Agreement

Recognizing the close relationship between
such measures and the fulfillment of the
broad purposes and provisions of the Charter
as a whole
Have agreed as follows:
1. They undertake to be guided

international economic relations by
lowing purposes, in accordance with
I of the Charter

in their
the fol-
Chapter

(a) To promote national and international
action:

(i) designed to realize the objectives set
forth in the Charter of the United Nations
and particularly in Article 55 (a) thereof,
namely, higher standards of living, full em-
ployment, and conditions of economic and
social progress and development;

(ii) for the expansion of the production,
exchange and consumption of goods, for
the achievement and maintenance in all
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countries of high and steadily rising levels
of effective demand and real income, for
the development of the economic resources
of the world and for the reduction of tariffs
and other trade barriers and the elimina-
tion of all forms of discriminatory treatment
in international commerce;

(iii) to avoid excessive fluctuations in
world trade and contribute to a balanced
and expanding world economy.

(b) To further the enjoyment by all con-
tracting parties, on equal terms, of access to
the markets, products and productive facili-
ties which are needed for their economic
prosperity and development.

(c) To encourage and assist the industrial
and general economic development of the
contracting parties, particularly of those still
in the early stages of industrial development.

(d) To facilitate the solution of problems
in the field of international trade, employ-

ment and economic development through
consultation and collaboration.

(e) To enable contracting parties by in-
creasing the opportunities for their trade and
economic development on a mutually advan-
tageous basis, to avoid recourse to measures
which disrupt world commerce, reduce pro-
ductive employment or retard economic
progress.

2. Pending their acceptance of the Charter
in accordance with their constitutional pro-
cedures and the entry into force of the Char-
ter, they also undertake to observe, and to
make effective to the fullest extent of their
authority, all of the principles and provisions
of the following Chapters of the Charter:

III. Employment, demand and economic
activity

IV. Economic development
V. General commercial policy
VI. Restrictive business practice
VII. Inter-governmental commodity ar-

rangements
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A N N E X E S

ANNEX 1
Resolution regarding the appointment of a

Drafting Committee
Whereas the Preparatory Committee has de-

cided to convene a Second Session at Geneva on
8 April 1947.
And whereas it is desirable that further draft-

ing be done on the basis of the work carried out
at the First Session before the Commencement
of the Second Session
The Preparatory Committee of the Interna-

tional Conference on Trade and Employment
Hereby appoints a Drafting Committee con-

sisting of representatives of members of the Pre-
paratory Committee to meet in Newv York be-
ginning 20 January 1947, for the purpose of
preparing a Draft Charter based upon the report
and other documents of the First Session of the
Preparatory Committee,

It is resolved that

1. It will be the function of the Drafting
Committee to prepare a Draft Charter or Articles
of Agreement, editing for clarity and consistency
the portions of the text on which the Preparatory
Committee has come to a substantial identity of
views, preparing alternative drafts of those por-
tions on which there remains a division of
general views and preparing suggested drafts
covering such uncompleted portions as are re-
ferred to it by the Preparatory Committee, to-
gether with such explanatory notes and com-
mentaries as the Drafting Committee may con-
sider desirable and useful.

2. The Drafting Committee should prepare
a report for consideration by the Preparatory
Committee at its Second Session.

3. The Drafting Committee should complete
its work with all possible dispatch and in any
case not later than 28 February 1947; in order
that its report may be forwarded to governments
for consideration in advance of the Second
Session of the Preparatory Committee.

It is suggested that members appoint to the
Drafting Committee not more than two or three
technical experts drawn as far.as possible from
the delegation which have participated in the
work of the First Session of the Preparatory
Committee.

ANNEX 2

Agenda
1. Opening statement by the Acting Secretary-

General.

2. Discussion and adoption of the rules of pro-
cedure of the Drafting Committee

3. Election of the Chairman.

4. Election of the Vice-Chairman.

5. Adoption of the provisional agenda.

6. Discussion of the methods of work of the
Drafting Committee.

7. Discussion and examination of the Report
of the First Session of the Preparatory
Committee:
(a) Chapter 1II. Employment.
(b) Chapter IV. Economic Development.
(c) Chapter V. General Commercial Policy

(together with the Memorandum on
Multilateral 'lrade-Agreement Negotia-
tions).

(d) Chapter VI. Restrictive Business Prac-
tices.

(e) Chapter VII. Inter-governmental Com-
modity Arrangements.

(f) Chapter 1. Purposes.
(g) Chapter Il. MtIem)bership.
(h) Chapter VIII. Organization.

8. Preparation and adoption of the Report of
the Drafting Committee to the Second Ses-
sion of the Preparatory Committee, consisting
of a Draft Charter or Articles of Agreement
based upon the report and other documents
of the First Session of the Preparatory Com-
mittee, together with such explanatory notes
and commentaries as the Drafting Committee
may consider desirable and useful.

9. Other items.

ANNEX 3
Revised list of countries and delegates to the

Drafting Committee
AUSTRALIA

Mr. C. E. Morton, Assistant Comptroller-General
(Tariffs), Department of Trade and Customs.

NIr. J. G. Phillips, Assistant Economist, Common-
wealth Bank of Australia, representing Depart-
ment of the Treasury.

Mr. A. H. Tange, First Secretary (Economic),
Australian Delegation to the United Nations.

BELGIUM-LUXEMBOURG
Mr. J. Jussiant, Head of the Belgian Economic

Mission, London.
Baron P. de Gaiffier, First Secretary, Belgian
Embassy, London.

BRAZIL
Senhor Octavio Paranagua, Alternate Executive

Director, International Monetary Fund, Wash-
ington, D. C. (Head)

Senhor José Garrido Torres, Director, Brazilian
Government Trade Bureau, New York.

Senhor Roberto de Oliveira Campos, Second
Secretary (Economic), Brazilian Delegation to
the United Nations.

CANADA
Mr. Arnold C. Smith, Department of External

Affairs.
Mr. Gordon B. Urquhart, Chief Dominion
Customs Appraiser, Department of National
Revenue, Ottawa.

Mr. F. A. MIcGregor, Combines Investigation
Commissioner of Canada.

Mr. Ian M. MacKeigan, Deputy Commissioner,
Combines Investigation Commission, Ottawa,
Canada.
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CHILE
Senior Pedro Alvarez
Sefior Fausto Soto
Sefior Raul Fernàndez
Senior Fernando Dahmen, Secretary of Delegation.

CHINA
Dr. T. T. Chang, Director, Department of

Foreign Trade, Ministry of Economic Affairs.
Mr. K. S. Ma, Member, TarifÆ Commission,

NfMinistry of Finance.

CUBA,
Dr. Rufo Lôpez Fresquet, Representative of the
Treasury in the National Economic Board,
Technical Adviser to the Ministry of Finance.

Dr. José Antonio Guerra, Representative of the
Treasury in the National Economic Board and
Statistical Adviser to the Finance Ministry.

Dr. Guillermo Alamilla, Legal Counsellor to
the Cuban Sugar Institute.

Secior Erasmo de la Torre, Secretary of Dele-
gation.

CZECHOSLOVAKIA
Mr. Ladislav Radimsky, Head (Czechoslovak
Delegation to the United Nations).

MIr. Bohuslav .1. Bayer, Alternate (Czechoslovak
lIinister of Foreign Tracte, Division of Com-
mnrcial Policy).

'-Mr. Lucian Benda, Czechoslovak Mlinistry of
Foreign Affairs, Economic Department.

MNfr. Benes, MSinistry of Finance.

FRANCE
MIr. Ernest Lécuyer, M\inistry of Foreign Affairs.
Mr. Jean Royer, Ministry of National Economy.
NMr. Alexandre Kojeve, Ministry of National
Economy.

Mlle. Anne Lissac, Ministry of Foreign Affairs.

INDIA
Mr. B. N. Adarkar, M.B.E., Deputy Economic
Adviser to the Government of India.

Dr. Anwar Iqbal Qure. di, Economic Adviser to
the Ryderabad Government.

LEBANON
Mr. George Hakim, Counselor of Legation of
Lebanon, Washington, D. C. and Alternate
Delegate to the Economic and Social Council.

Nr. Edward Ghorra, Acting Consul General of
Lebanon, New York.

NETHERT-ANDS
Dr. Simon Korteweg, Administrator, Directorate-

General for Foreign Economic Relations.
Professor Doctor E. de Vries, Ministry of Over-

seas Territories.
Mr. Phoa Liong Gie, Ministry of Overseas

Territories.

NEW ZEALAND
Mr. T. O. W. Brebner, Consul Gencral, New

York.
Mr. L. S. Nicol, Official Representative of
Customs Department, London.

Mr. G. D. L. White, Economic Stabilization
Commission, Wellington, New Zealand.

NORWAY
H. E. M. Erik Colban, Ambassador.
Mr. Knut Lykke, Counsellor of the Norwegian
Embassy in Washington.

UNION OF SOUT-I AFRICA
Dr. W. C. Naudé, Economic Adviser to the High
Commissioner in the United Kingdom.

NIr. S. G. Sandilands, Representative of Customs
Department, New York.

UNITED STATES OF ANMERICA
NMr. John Leddy, Representative, Division of
Commercial Policy, Departuient of State.

Dr. H. NI. Catudal, Department of State.
Mr. Robert Terrill, Associate Chief, Division of

International Resources, DePartment of State.
MIr. \Villiam T. Phillips, Special Assistant on
Comniodity Policy, International Resources
Division, Dcpartment of State.

Nfr. Elidvard FI. Kellogg, Division of Inter-
national Organization Affairs, Department of
State.

UNITED KINGDONI
Mfr. R. J. Shackle, C.M.G., Board of Trade

(HIead) .
Miss M. Turnbull (Personal Assistant to Mr.

Shackle) .
NMr. J. E. S. Fawcett, Foreign Office (Legal
Adviser) .

MSiss M. F. Hardie, Board of Trade.

OBSERVERS

Food and Agriculture Organization
Mr. McDougal
Mr. Karl Olsen
NIr. Paul Lamartine Yates
Mfr. Mordecai Ezekiel

International Labour Office
Mr. D. C. Tait

International Bank
Mr. Anzel F. Luxford

International Monetary Fund
Nllr. Ervin P. Hexner

MEXICO
Sefnor Luis lbsrgUen, Secretary of the Mexican
Embassy, Washington, D. C.

COLOMBIA
Sefior Alberto Samper.
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