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CHAIRMAN (Interpretation): The meeting is called to order.

Gentlemen, before we come to our Agenda I would like to settle the

matter of the election of two Vice-Chairmen for the Commission A

which, as you know, will meet next Tuesday. As Chairman, it is

my privilege to nominate one of the Vice-Chairmen; I have

therefore, after having consulted him, appointed to the post of

Vice-Chairman Mr . Colban, who is one of the Vice-Chairmen of this

Commission. However, I feel that the pressure of work might call

for two Chairmen. As for the nomination of the second one, I

would gladly yield to the opinion of this Commission. I ask,

therefore, for the nomination of the second. Vice-Chairman.

Mr. CLAIR WILCOX (United States): It gives me great pleasure,

on behalf of the delegation of the United States, to nominate the

distinguished delegate for Brazil, whose personal qualifications

and long career of achievement in the economic relations of this

country, amply fit him for this post.

CHAIRMAN (Interpretation): Is everybody agreed on this

nomination?

I therefore declare that Mr. Braga is nominated as second

Vice-Chairman of the Commission.
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CHAIRMAN (Interpretation): Gentlemen, I still want to

settle one other point with you. I refer to Document T/Del/35,

which was distributed by the Secretariat a week ago. It is a

Note by the Chairman concerning a message received from the

Economic and Employment Commission requesting the views of the

Proparatory Committee on the most appropriate form of inter-

national action to maintain world full employment and

economic stability. Next to this Document is a draft letter.

You have all rend this Document, I suppose, and no remarks have

been sent to the Secretariat on the text itself. I therefore

believe that everybody is agreed on the draft of this letter.

I would like to know your views.

Is everybody agreed on the draft?

Mr. J. R. C. HELMORE (United Kingdom): Mr. Chairman, I

do not propose to say anything about the draft though there is

possibly one amendment of datail which I might submit. It is

on the third page of the English text, about two-thirds of the

way down, the first quoted paragraph. There is a phrase which

reads: ''with special reference to Sections G, H and I of Chapter

I....". I am not sure that if one spent a lot of time con-

sidering this, one could not equally weil say some other sections

should have special reference made to them. It is only a minor

point and I do not want to cause any delay. If you wish to get

the letter off without furthercomments, I would not say more

about it, I would however, very respectfully suggest that

you should ask the Secretariat, when sending out these papers, to

put on a time limit during which observations should bo received;

or, if you are, going to mention them in the Executive Committee, you

should in some way bring it to Mombers ' notice that they are going

to be mentioned.
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CHAIRMAN (Interpretation): As far as the suggestion for an

amendment goes, this will be very easily carried out.

As far as the second part is concerned, may I just remark thal

there is a time-limit set in the document itself. This letter

should be addressed to the Economic and Employment Commission which

is to meet on the 2 nd june and therefore it is high time that this

letter should be sent off.

As to the second part of your second point, I will try to keep

it in mind.

Mr. HELMORE(United Kingdom): Mr. Chairman, if I might be

allowed one thrust baok at you - it was high time yesterday, and it

will be higher time tomorrow, but there is nothing in that document

which tells you. what is the high time at which this latter is due.

CHAIRMAN (Interpretation): In so far as it will be a ques-

tion of problems of that nature, we will mention them in the agenda

Mr.HELMORE(United Kingdom): Thank you very much

M. F.GARCIA OLDINI (Chile)(Interpretation): Mr. Chairman,
I would also insist that the agenda indicate each day which are the

questions to be dealt with during the meeting. For small delega-

tions it is often difficult to discuss these questions if they have

not been informed, and have had no timeto prepare documents. I

understand that such a suggestion had already been made at the

beginning of our meetings, and I should be grateful, Mr. Chairman,

if it could be followed in future.

CHAIRMAN (Interpretetion): I will givethe same answer as I

gave to Mr. Helmore: that your remark is quite Justified and will

be taken into account.

_ 4 _P.
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H.E. A.de V.F. BRAGA (Brazil) (Interpretation): Mr. Chairman,

allow me to say a few words of thanks especially to the delegation

of the United States and to the other delegations for having

nominated me Vice-Chairman of Commission A. I gladly accept this

task and I will do my best to further the work of this Group.

CHAIRMAN (Interpretation): We now come to Article 6. - The

Removal of Maledjustments in the Balance of Payments.

Two amendments have been submitted, the first one by the Delega-

tion of Australia, the second one by the delegation of the United

States of America.

The Australian Delegation proposes quite a new drafe ofthis
Article. On the document T.W.93, the Australian Delegation has

given not any the text of the draft of the new Article which it

proposes to the Commission, but also quite a number of comments.

If, however, the Australian Delegation feels that something should

be added to this document I will give the floor to the Australian

delegate immediately.

Mr.PHILLIPS (Australia): There are afew points I should

like to make in addition to the comments set out in document T.W. 93.

Firstly, the purpose of our amendment is to clarify and express

more clearly, More precisely, what we believe were the intentions of

the Preparatory Committee at its First session in London. If I may

refer to the Report of the First Session I think I can make my point

clear .

On page 5 of the English text of the London report, the Pre-
paratory Committee points out that:-

- 5 -P.
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''....a country,even though it is maintaining fullemployment at home,developing its economic resources
and raisingltsstandardof productivity and maintaining
fair labourstandards,may, never theless, exercisea
deflationarypressure upon other countries. This will
be so if itis persistentlybuying from abroad andin-
vesting abroad too littleinrelation toitsexports.''

it goes on to say

''Itwas not suggestedthat countries,which are experience-
ing difficulties through unfavourable balances of payments.
may not themselves be partly responsible for themalad-
justments. Forexample,countries with adverse balances
ofpayments;whosedifficulties are being intensified by
flight of capital from theircurrencies,might properly
be calleduponto pay astop tosuch capital export.
Butinsofar as the pressure ontheirbalances of payments
is due to thefailureof countrieswithexcessively
favourable balanceofpayments tospend their external
purchasingpower on imports orto utilise for productive

necessarymaladadjustmentshould notfallonthecountries

whichareunderpressure.''
I think that expresses clearlytheview which the Preparatory

Committee had inmindofthe purpose which thisArticle was intended
to serve, but I thinkithas aIso been clearthat the wording of the

Article adopted in London isas clear asl might be,
In our view, this , Article ismainly relevant to a paticular

type of situation,and we do not thinkthere is any implication
that this is always the type of balanceofpayments difficulties
Clearly such an implication would be quiteincorrect. Australia,
for example, could be in balanceofpayments difficulties for
quite a number ofreasons.If we had a prolonged drought, that
would certainlyput us inbalance of payments duffucyktues without
there being any suggestion that the difficultions
way to the action ofanother , but insuch cases this Article.
we suggest, would not berelevant.

The main purpose of which Articles as we see it , is to expressthe
responsibility whichfalls upon a occurusywith a large ani persistent
favourable balance ofpaymentswhich existing a

definiconary

P.
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pressure on other countries to take some action to overcome that

position. In one sense this Article might be regarded as a

counterpart of Article 26 which deals with the circumstances in which,

and the means by which, a debtor country can seek to overcome its

difficulties. That Article 26 also expresses in three or four

places the obligation of tho debtor country not only to take the

immediate action which is necessary, but also to try to get out of

its difficuly. In paragraph 1 of Article 26, for example, it

Starts off:

"The Members 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 lasting basis..."

There are several other places - paragraphs 3 (a), 3 (b), and 3 (e),

where that same point is made, I think.

P. - 7 -
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MR. J.G. PHILLIPS (Australia ) ( Contd.): This Article,

Article 6, stresses the corresponding obligation on creditor

countries in those cases where their favourable balance is

causing difficulties to others. We recognise, of course, and the

draft recognises, that the debtor countries must also do what

they can to get out of the difficulties.

There are just a few particular pointsa in our amendment

which I should like to draw attention to, The first is that

we have tried to avoid, the use of the phrase fundamental

disequilibrium" which is contained in the present draft of

Article 6. This phrase has almost a technical meaning now,
the

because of its use in/Articles of Agreement of the Monetary Fund,

and we think there it suggests a very extreme position of

disequilibrium, one in which the particular action taken by the

country concerned is probably an alteration of the par value of

its currency. We think it would be quite wrong to suggest

that in Article6, that is the appropriate action which the country

having a favourable balance should. take. It might be quite

inappropriate.

The second point is that we have suggested adding reference

to avoiding trade restrictions, which just shows more clearly, I

think, the link between this article and the other provisions of

the Charter.

The final point I would like to mention is in the second new

paragraph which we suggest adding to Article 6. It is designed

to stress that the choice of the most appropriate action is let

to the countries concerned, but with a reminder that where a

practicable choice exists, the country should prefer measures which
do not have the affect of reducing world trade.

CHAIRMAN (Interpretation): The discussion on the

Australian amendment is open Gentlemen. Does anybody want to

speak on the point.

- 6 -J.
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Mr nathan (france) (interpretation): our delegation,

Mr. Chairman , is of the opinion that the australian amendment

corresponds to a realnecessity. If maladadjustments and

disequilibrium in the balance of payments persist in a permanent

manner, this is oftendueto maladjustments of bilateral exchange

in the frarmwork of the world trade; but such d:isequilibrium i8

often not only due to surplus payments accumulated 'n a permanent

manner ini eceta..n countries, but also can sometimes be covered, by

an apparent equilibrium which is really dùe to a-tificial

restrictions of thestandardoflivingof living of given countries which

correspondtoa determinedexpansionist economic policy.

Ifwe tareallthese considerations into account we come to

the conclusion thatthe AustralianAmendment, subject perhps to

somemodifications,answers the real necessity.

Mr, nathan (France) (interpretation: There is a correction

to the English tranalation.In the last part of the statconcent

of the French Delegate,it was said that (disquilibrium may also

be due to restrictions on standard ofliving, andalso to

restrictions ofeconomic expansion.

chairman(interpretations): Does anybody want to speak?

mr. mellander (norway). Mr. Chairman, the Norwegian Delegation

are of opinion that the proposal made by the Australian Delegation

is a sound one andwe support it in principle, There may be

certain alterationsto the text itself, but the underlying idea

we fully support.

chairman(interpretation) the delegateof belgium.

Mr.jussiant (interpretation): I want to associates myself
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with thewords just spoken by Mr Nathan. We alsoaccept in

principle theAmendmentsubmitted by Australiawhich is also in

the sense of what hadbeen accepted in London;but we believe

that the text should besomewhat modified.We want to stress much

more the fact that terdeney to lackof balance of payments must

be trated bymultilateralarrangement.Thetext arrangement. Thetext we have here

seems to stress too mach bilateral lack ofbalance of payments.

We are in synpathy with this text,aswell as all the texts

that tend to this aim, but we believe that we must includ esomehow

in out text theresponsibility of all countries in this lack of

balance of payments. This isaquestion which has to beexamined

multilaterally and wewouldlikea text thatstresses this

multilateral aspect more than the present text do as.

Mr .nokanathain (India) Weorthe Indian Delegation would

like to support the substranceof the Australian delegation.

Amendment.. At the sametime wefeel that as it standswe cannot

endo rse the Amendment,Ithinkweshould saythis clearly that
in the international text it is desirableto avoid anindications.

and an implication, I do not think it is right for us toindicate

too definitely and pointedly which country ismeans.It doing

a thing which causes disiurbanseto other countries: and secondly,

it is also undesirable to imply that a particular country which

finds itself with a surplus is necessaryin the wrong, andifI

may say so, with all diffidence, if there is one thing ofwhich

I am sure as theresultofyears ofstudy on this subject, Ithink

we can say that in economies you cannot besur ofanything.

Therefore to say that because a country isin surplus therefore

it is doing something definitelywrong,is animplication that is

unwarranted;and therefore,textiually Ishouldlike toremove that

impression; fromthat pointofviewIhavegreater sympothy with
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the United States Amendment.

Another point is that a county may not be able to avoid a

surpluls. It is easy for us to say that already should. lend.

abroad; but after aUi, lending is not a single way traffic - it

must carry a return ticket - and unless you are sure that the lending

country i9 able to get back its capital it is impossiblefor that

country to lend; and again, when the country has absolutely no

control over the economic and social policies of other borrowing

countries, it is rather hard for us to say that a country must

always lend. because it finds itself in surplus.

That d.oes not n an that that country has no responsibility

I am not saying for a moment that a country which finds itself

in fall balance of trade has no responsibility; but it is not a

simple proposition like this, that because a country has a surplus

therefore it should necessarily ) and It is a proposition I

cannot support, and the time has not come when on un international

level we can ask countries to play Santa Claus. It may have to

come, I think probably sooner than later, that we may have to

play international Santa Claus; but there are situations as at

the present moment when no reduction in tariffs would at all bring

about a reduction ir. the balance of that particular country.

Now take America today. Supposing all trade barriers are

removed, even then I doubt very much whether America can escape

a surplus, because the stuation, in other untries is such that

they have no goods to sell America. in profitable ways; a .

therefore for these reasons it seems, to me it is necessary

that we should not imply too much blame upon any country be have to

take all factors into account and try to deal with it in the best

way possible.
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Again, there is another point in the Australian text,

and that is, where disequilibrium i presented. Di sequilibrium
cannot be said to be presented if? it lasts only a year. It must

be in favourable surplus for two years, let us say. During that

two years the whole world is not sitting quiet before the ITO

begïns its operations.
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There is the International Monetary Fund. If there ls no

International Monetary could I could certainly find much greater

support for this amendment than now. Actually, if the

International Monetary Fund is to discharge its functions properly,

it would see to it that, before a disequilibrium of a kind fore-

seen in this Article, is evident, the International Monetary Fund

must have got together all the countries concerned, und they are

certainly doing it. For all these reasons I think the text of

the Australian amendment must be subjected to a careful scrutiny.

I must also point out that the reconciliation of a national

economic policy is one in whill we do not want other countries to

interfere. The international obligation is going to be a very

delicate task, %nd therefore, we thought that, for all these

reasons, the original text of Article 6 was a fairly reasonable one,

It put the obligations squarely upon countries which had a

favourable balance or payments, and it did not ask other countries

to contribute very much, exceuing certain obligations which have

already been found in various other organizations, and therefore

I thought that was a good enough text, but if some improvement is

to be made I think that the improvement should be partly on the

lines of the United States amendment and partly on the lines of the

Australian amendment. In any case, I do not think that,merely

because we all happen to be debtors, we should put all the blame

upon the creditors, I can say that with greater confidence

because we do not know exactly where we stand - whether we are

creditors or debtors.
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CHAIRMAN: Mr. Wiileox.

Mr. CLAIR WILCOX (United States): Mr. Chairman, the

amendment proposed by the Australian Delegation gives me two

difficulties: one already sexists in the-present text and

raises the sort of problem that I referred to the other day,

that is, the implication that the balance-of-payments difficulty

of one country is something that another country does to it. I

should prefer to avoid that implication, to avoid pointing a

finger - I was taught by my mother when I was very young that

it was impolite to point - and the purpose of the first part of

the amendment which our Delegation has presented is to avoid that

implication; that is, a suggest that when you have a persistence

of thu situation in which one country. experiences a favourable

balance of trade and othr countries have balance-of-payments

difficulties, then the commitments that follow come into effect

and that re-ains the character of the document completely but it

does not write into the Document a statement that somebody is to

blame..

As a matter of fact, I think it is questionable whether the

existence of an export excess by onu country is necessarily the

sole and sufficient causal of balance-of-payments difficulties of

other countries.

Thç second point that gives me difficulty is tha charactor

of the commitments involved for the two countries in the different

circumstances. The present draft has the- difficulty of directing

itself almost exclusively to the country with the export excess.

The Australian amendment recognises, I take it, that that is not

tenable and that countries with balance-of-payments difficulties

perhaps might make some contribution to correct the situation,

S
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but an examination of the commitments that are suggested In

(a) and (b) of Paragraph 1 rovQals a very marked emphasis; that

is, if you look at (b) it says that Members with balance-of-

paynente difficulties "shall zake action" but that 18 very

heavily qualified - "action appropriate in the circumstances",

action "in the light of their respective capacitios and

responsibilities". On the other hand, Members with favourable

balances "shall take ltction.", without any qualification

whatsoever, presumably action that is not appropriate in the

circumstances, or, whether it is appropriate or not, action

that may or may not be related to its capacities or respon-

sibilitios. It seems to me that- that inequality of statement

is ----Well, in the document it would, to say the lost,

be conspicuous, I think it is unnecessary and I think the

effcct can be achieved with softor words. Tho words we have

suggested are that "each of the Members concerned will make

its appropriate contribution". The word "appropriate" is

intended to suggest that some- countries may have to make

heavier contributions than othors. I am not insisting on

our particular wording. What I should like to emphasise are

these two points: 1. that our wording bo neutral as to imputation

of blame, and 2 that our statement as to the commitment or

any Member indicatos that each Member will make the appropriate

contribution for it to make, however it may be worded,

CHAIRMAN: The Delegatie of Canada.

Mr. J. J. DEUTSCH (Canada): Mr. Chairman, we are in

agrument with the general substance of the Australian amendment

but we are not happy about the textual expression of lt.
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A number of suggestions have already been made as to how

the text could be improved and I do not wish to repeat those

suggestions. There is only one additional factor I think we

should recognise. The Australian text carries a direct

implication that the mere existence of a persistently favourable

balance is a harmful thing; that is, the first sentence says

"1. If the balance-of-payments of a Meamber is persistently
if/

favourable, to such a degree . ."Now/this is the only

qualification, "to such a dogrüe Shat the disequilibrium

involves other Members in balance-of-payments difficulties,"

then it is a h. rmf'ul thing.

I suggest, Mr. Chairman, it all depends on how that

favourable balance is maintained. If it is accompanied by

an adequate and sound programme of international investment,

*that favourable balance may indeed be internationally resolved.

That situation is not recognised in the Australian text

and I think in iiny textual revision it should be clearly brought

out that it is not simply the fact of a favourable balance-of-

pcyments that is the trouble, but how that favourable balance

is maintained, and provision should be made and should ba

recognised that a favourable balance, accompanied by suitable

international investment, is or may be a desirable thing from

an international standpoint.

- 6S



P. 71.

Mr. J.J .
Mr. HELMORE (United Kingdom): Mr. Chairman, I think the

United Kingdom delegation finds itself in sympathy with the general

view that has been expressed round thre table, especially by the

delegate for India and the delegate for Canada. We see a good

deal of virtue, in the Australian amendment, or perhaps I should

say in the idea behind the Australian amendment, though we do not

altogether agree with the precise words in which it has been ox-

pressed . We also find ourselves in agreement - perhaps I should

say unable to disagree - with the delegate of the United States

who objects to finger-pointing, and before this came up we had

boeai engaged in seeing whether we couLd produce another form of

words, which I would lïke to read to the Committee, though. I do

not expect them to consider them seriously at this precise point

of time. But if you are going - es I imagine you are - to refer

this to a Sub-commnittee, perhaps it might help if the sub-committee

have these words in front of them. The words ere:-

Any Member whose balances of payments is persistently
favourable to such a degree that the disequilibrium
involves other Members in balance of payments diffi-
culties Which handicap them in maintaining employment
or in avoiding trade restrictions shall make its full
contribution to an action designcd to correct to
disequilibrium. Other Members affected shall also
take action appropriate to the circumstances designed
to assist in correcting the disequilibrium. Action
in accordance with this Article shall be taken with
due regard to the desirability of avoiding any un-
necessary contraction of foreign trade.

If I may explain the differences and similarities between

that end the Australien t ext they ara as follows:

First of all, we got rid of the words 'fundamental dis-

equilibrium", which we have always felt were bound to imply thet

the cure for the difficulty was something like the cure mentioned
in the Articles of agreement of the International Monetary Fund

17-
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where those words occur, end it might not, at all fellow that that

was the right cure.

Secondly - and this is where I take up the point made by the

United States, - we do avoid, I hope, pointing any fingers, but we

do retain the point that there is s connection of cause and effect

between the favourable balance of onc country and the unfavourable

balance of another or soma other countries.

The third point is that the type of action to correct tho

difficulty must necessarily differ as between the country with the

favourable balance and the country with the. unfavourable balance.

In the one, it may be increasing its imports; in the other in-

creasing its exports; end the ways of doing those are quite

different. So that it is rather diffiult, put the whole thing

intoone- sentence.

But we do avoid the point that (a) of the .Australian amendment

is unconditional, and, as Mr. Wilcox said, rather direct, and at

the same time we put rather more firmly on the defaut countries the

obligation to take some action, more firmly than in (b) of the

Australian text; and we adopt from the Australien draft a point

-with which we were impressed - that was the necessity to avoid the

imposition of further restriotions as far as possible.

We have not adopted the point about measures appropriate to

respective political, economic and social institutions. We thought

that was self-ovident; and therefore seemed unnecessary of mention

in the text.

*P. - 13 -
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chairman (Interpretation): Does anyone wish to speak on the

subject?

MR. J. T. ChWaNG (China): The Chinese delegation supports the

amendment brought forward by Mr; Holmore of the United Kingdom.

Of oou.re, we agree in principle with the Australian amendment, yet

we are not quite in agreement with the wording, ao the amendment

brought forward by Mr. Helmore is quite agreeable to our idea.

chairman: Monsiour Nathina.

MiR.NATHAN (France) (Interpretation): It seems to me that

the text now proposed by my eminent friend , that representative of

the United Kingdom, makas notable progress as compared with the

amendment presented by the Australian delegation. I think,

together with my eminent friend, the representtive of the United.

Kingdom, that it is important to exclude from the toxt which we

might adopt ultimetely any idea that wealth is bad and that rich

men are bad people.

We must also be careful to exclude- any idea that there have

been resentful poor people, or that such people are supposed to

exist.

We must clearly express in our text that any permanent surplus

in the balance-of-payments is not necessarily the causal, but the

apparent sign, of an existing disequilibrium. I think we must

emphasise in the final text the role of that permanent surplus £.s

a sign of persistent disequilibrium, and also the necessary links

between surplus in the balance-of-payments of certain countries

with deficit in the balance-of-payment of other countries.

I also think that the text which will be adopted should

provide for the co-operation not only of the countries directly

J.
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interested insofar as they may have a clear maladjustment in their

balance-of-payments, but also the co-operation of all Member

countries in seeking that disequilibrium, which must not be considereà

as a static disequilibrium, but which could be compared to the

equilibrium of an aeroplane which is constantly moving towards an

equilibrium which may never be entirely reached.
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CHAIRMAN: (Interpretation); Does anybody else want to speak

on that point?

Mr. LUXFORD (International Bank): Mr. Chairman, I would just

like to state that we in the Banking Fund are fully in sympathy

with the objectives of the Australian proposal.

We think they are entirely sound; namely, the establishment

of, an equilibrium for balance of payments, having- high and expanding

level, rather than resorting to deflationary methods. The Fund

is predicated on this particular principle.The difficulty in the

Australian proposal is that it is imprecise. I may say that at

Bretton woods there was an argument that was frequently advanced

that the Australian proposal seems to reflect at least to some

extent . If a country in balance of payments could only export

fish oil or aspirin, it was the argument that there was an obligation

on other countries to buy such fish oil or aspirin, whether or not

it was needed. I am sure that is not what the Australian proposal

had in mind. Nevertheless there is a distinct trace of that

proposition inherent in the language as it presently stands.

I would hope it would be possible to give a little more

emphasis to illustrate again that it i8 impossible to say that in

all cases the primary responsibility must rest with a country with

favourable balance of payments. For instance, it may be nothing

more than inflationary policies on the part of an importing country

which has raised the cost of its production to the point that it

is impossible for it to export competitively in the world market.

That is only one illustration of the possibility that in all

cases, or at least in. some cases, you must look for your difficulty

in both the importing and the exporting country.
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I would be very hop eful that Article 6 in the Charter might

be revised more in accordance with some of the other discussions

on other proposals that have been made here. Thank you.

Mr. WEBB (New Zealand): Mr. Chairman, the New Zealand
Delegation would strongly support the Australian Amendment. We

feel also that possibly the Delegate for the United Kingdom has

suggested certain changes of wording which might be helpful; but

we have not had a chance to study the wordings proposed. by the

United Kingdom Delegate.

We feel also that if the wording of the Australian Amendment

is to be studied we would like to suggest that the word "persistentl

in the first line might be eliminated in that it contributes

nothing to the precision of meaning and possibly introduces a

source of uncertainty.

CHAIRMAN: (Interpretation): The Delegate of Australia.

Mr. PHILLIPS (Australia): Mr. Chairman, I think the discussion

has been very useful, and it seems to me there is every prospect of

a satisfactory compromise solution being reached. There seems to

be general agreement that something on the lines we had in mind is

desirable. There also seems to be fairly general agreement that our

wording is a little direct. But on that point it does seen to me

that one cannot altogether get rid of pointing fingers. I think

the Charter is full of them.

All Members will recognise pointing fingers in a good many

Articles, includin Article 26. The purpose of the pointing finger

may be merely to indicate the type of situation about which one is

thinking. It may not necessarily indicate blame, but if you make

the Article completely general, then you may miss all the points of

its purpose. On the question of the words involving other
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countries in persistent balance of payments difficulties, I think

that point is relevant.

If I remember rightly, those words were specifically inserted

in London to rnake it clear that it was not a situation of favourable

balance of payments that you were talking about. That is relevant

to the point made by the Delegate of Canada. It is only those

situations of favourable balances which do involve other countries

in difficulties which are relevant to this Article. As I see

the purpose of putting the words, it was to suggest there are other

situations which are not relevant to this Article.

Therefore it does seem to me that you cannot altogether get

rid of the causal relationship between the favourable balance and.

the unfavourable balance. I think, therefore, the United kingdom

suggestion does apply, because it does preserve that connecti on.

There was a point made by the Delegate of France, also, that

this Article concentrated rather too much on that aspect, and should

deal with the multilateral aspects of general difficulties. I should

like to point out that that is dealt with, I think, in Article 26,

Section V. It there deals with the situation where there is

presented. a widespread application of import restric tions,

indicating the existence of a general disequilibrium, and therefore

I think the responsibility does fall on "those Members whose balances

of payments are under pressure or (by) those Members whose balances of

payments are tending to be exceptionally favourable".

The reason for putting 26 in Chapter lll was surely to deal with

the case where a country was observing deflationary pressure.

Therefore, as I said arlier, it seems to me that we cannot altogether

get rid of pointing fingers, although I quite agree we should avoid

imputing blame if we can.
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M. J. JUSSIANT (Belgium) (Interpreta ion): Mr. Chairman,

I was very much interested by what has just been said by Mr.

Nathan, the representative of France, when he stressed the fact

that all countries can be hit by such a situation, not only the

one country that is more directly affected, but all the others,

and therefore we must look for a solution which will develop

the exchange of goods and the trade among all countries and not

look for a restrictive solution. I want also to associate

myself with what has been said by the representative of Canada.

I, as he, believe that an excess of exports is not necessarily

an evil. It can be a good thing if it is compensated by

other things, and therefore, once more, it is necessary to find

a solution which implies co-operation of all countries if you

want to come to a good result. The solution can be found and

I would indicate2/practical example which would show what I

really mean. Suppose that one country has difficulties in

exporting products. It might try to balance its situation by

diminishing its own consumption and, for instance, in taxing all

luxury goods. .Suopose this country is Belgium. If it imports

its luxury goods from France, then France will be affected by the

difficulty or impossibility to send its luxury goods to Belgium

But nothing can be done according to the present taxt against

Belgium if the Belgium balance is in equilibrium. lt is therefore

more than just a question of two countries. It has to be solved.

by international action. I would suggest, as a practical means,
if the French delegate would be kind enough to submit a text of an

amendment which could be then given to the Sub-Committee on the

same plane as the United Kingdom amendment. with this text, and
with the excellent idea contained in the French suggestion, I

thirk we could yet come to a text which would satisfy us all.
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CHAIRMAN: M. Nathan

M. ROGER NATHAN (France) (Interpretation): I recognise,

Mr. Chairman, that the text proposed by the most honourable

representative of the United Kingdom to some extent called for

the remarks just made by th. representative of Belgium. We

have also prepared a text. This text, of course, may be subjected

to all sorts of criticism but I think it takes care of the

criticism expressed by the Delegate of Australia, who found the

proposal previously made too weak. I think that if our text

is studied with care and read in conjunction with amendments

previous presented, and in the light of the discussion in which

we have assisted, it will be found that our proposal is quite

clear.

Hare is the text which we propose:l."If a prolonged tension

in the world system of multilateral exchanges brings about

for certain countries a lasting surplus and for others a

persistent deficit of their palance-of-payments, which endangers

the implementation of their internal programmes, carried out

in accordance with the Provisions of Article 4, all the Member

States recognise, whatever may be their particular balances-of-

paymerts at a given moment, that they will co-operate to the

largest possible extent in any action undertaken with a view to

remedying that situation; and

2. this remedial action will be undertaken; in the sense

of the expansion of world. economic activity, in the nature of

the participation of each Member country in any action of that

kind, which will differ in each. case; that is to say, whether

the balance is favourable, unfavourable or in qqwilibrium will

be in accordance with the political, economic and social

institution of the country concerned."
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I think that if the text is transmitted to a sub-committee

with a well-chosen membership - and we have good reason to hope

that this will be so, just as in all the sub-comittees - I

think that such a sub-committee will be able, taking into account

our text and other proposals - in particular, the proposal of the

United Kingdom Delegate - to produce a quite satisfactory cock-

tail.

CHAIRMAN: Mr. Fresquct.

Mr . R. L. FRESQUET (Cuba): Mr. Chairman,when we approved

Article 6 at the previous meeting, we thought that this Article

was linked with Paragraph 2 of Article 4; that is, that a

Member, intrying to sustain employment and demand, should seek

to avoid creating balance-of-payments difficulties for other

Members and should undertake an obligation to co-operate and to

make its full contribution to remedy that situation. We did

not think at the time that the question of lending was involved

in this Article. thought that balance-of-payments diffi-

culties, in the short run, should be remedied by the International

Monetary Fund and in the long run by the International Bank. We

would rather have international lending carried out by an inter-

national organisation. At this time the new proposal of the

United States Delegatïon made more definite the link between

Article 6 and article 4, so we favour the new amendment presented

by the United States Delegation.

CHAIRMAN (Interpretation): Gentlemen, I think we can

close this general discussion here. It has been very instructive,

vory interesting and very heartening. In fact, we have, among

other things, not only discussed the Australian amendment but

also the United States amendment and an amendment proposed by
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the very highly respectable representative of the United Kingdom,

and another final amendment by the not lass highly respoctable

Delegate for France. and for my part I am quitesure that a

committee which is presided over by M. Nathan will have to study

and resolve a very interesting problem indeed.

I hardly need to add that I rely on this Committee to get

into touch with Members who are not Members of this Sub-Committee

and to take into account whatever suggestions or amendments they

may have to propose to the text.
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CHAIRMAN: (Interpretation): Gentlemen, before adjourning

I would like to warn you that, before we take up again at this

afternoon's meeting the discussion of Chapter III, I would like

to bring up three points upon which Mr. Lacarte will now kindly

comment.

Mr. LACARTE (DePuty Executive Secretary, United Nations

Conference on Trade and Employment): The Chairman, at the end

of the previous meeting, announced that the three items which are

now referred to would be dealt with at the next Executive Session.

They are all small points. Number one is Consultation with
T.

non- Governmental Organizations in Category A, that is document/45

revision 1. The second point is Report upon Credentials, that

is document T.60. The third is Amendment to Rules of Procedure,

document T.49. These would be taken, as the Chairman has stated,

at the Session this afternoon.

CHAIRMAN (Interpretation): The meeting stands adjourned.

The meeting rose at 12.35 p.m.


