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The State Trading Frovisions of the
I.T.Q. Charter M exander Gerschenkron

The Suggested Charter for an Internetional Trade Organization
of the United Fations which was published & fow weeks ago is an elabo-
ration of last yeer's Proposals for Expansion of ‘World Trade and Employ-
ment. The MSection on State Trading” has Teon cxponded considerebly,
~md is now almost thrice its originel size. 4 comperison of the state
trading provisions in the two documoents reveels that certain improve-
ments hove boen mede in the program for whet is doubtloss the thorniest
uspoct of cn internationel progrim for roeduction of trede barricrs.

A juxteposition of the rolevent provisions from tho Proposils end tho
Charter follows: )

e

ProEosals v Chortor
(Soction E. Paragrephs 1,2,end %) (Scction F. Articlos 26,27,end 28)
I. Equelity of troutment. Members I. Nondiscriminctory .Administrution

ongoging in state trading in any of Stote-ircading knterprises. If

form should rccord cquality of ony Mumbor establishoes or meintgins
treetmont to £ll other mambers. 6. stete cnterprise, whorcver loccted,
To this end, members should undor=- whiech imports, cxports, purch:sos,

teke that the foreign purchascs salls, distributes or produccs any

ond seles of thoir stuto-treding product or sorvico, or if ony Mombor
onterprisos shell be influcnced grants cxclusive or specinl privi-
solely by commarcial considcr- logos, formally or in cffeet, to eny
ctions, such &s prico, quelity,. entorprise to import, oxport, purchasc,
morketebility, tronsportation, scll, distribute or producc &ny product
and torms of purchase or s«lc. or scrvico, the commerce of cech of

the other Membors shull be cccorded
nondiseriminatory troctment, os com-
pured with the trontment eccorded to



Proposals (Contd.)

I1I. Stetoe monopolics of individucal
products. l.ombers mointoining
stotc monopoly in raospect of cny
product should underteke to negoti-
cto, in tho mannor contemplutod for
teriffs, thys meximum protective
mergin betweon the londed price of
the product «nd the pricc et which
tho product (of whetovor origin,
domestic or forcign) is sold in tho
hom¢ market. Members nowly osteb-
lishing such monopolie¢s should
egrce not to ercote protective
mergins groateor thon the tariffs
which may have boen negotictoed in
rcgord to those products. Unloess
the product is subject to ration-
ing, tho mononoly should offer for
selc such quentitios of the product
as will bo sufficiont to setisfy
the full domestic demond.
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Cherter (Contd.)

the commerce of eny country other thean
that in which the enterprise is located,
in respect of the purchase or sale by
such enterprise of eny product or
service, To this end such enterprise
shall, in meking its externel purchases
or sales of any product or service, be
influenced solely by commercial con-
siderations, such as orice, quality,
merketability, transportation and terms
of purchasce or salo. The Member main-
teining such state entoerpriso, or
granting oxclusive or special priviloges
to &n enterprise, shall, upon the ro-
quest of any other Member having an
intorost in the trade in the product or
sorvicoe concerncd, or upon the roquost
of the Orgenizution, provide such
spocifiec end detailud informetion as
will meke possiblo e dotorminction as

to whethoer ths opurations of the enter-
prise ero being conductced in tecordance
with ths roguirements of this peragreph.

II. X¥xpansion of Tredo by Stote Monopo-
1lios of Individucl Products. 1If eny
ifembor, other thun e Member subjcet to
the wrovisions of Articlc 28, csteb-
lishes, maeinteins or guthorizes, formally
or in effect, & completc or substentially
complete monopoly of the importction or
oxportation of any product, such Mumber
shall onter into negotiations with othor
Mombors, in theo manncr provided for in
rcspect of tariffs under Article 18,
with rogard to (a) in tho case of an
import monopoly, tho maximum margin by
which the pricoe for wn importced product
cherged by the monopoly in the hore
merket mey cxeced the pricc ot which
such product is offered for sclc to tho
monopoly by foroign suppliers, or (b)

in thc eesc of wn export monopoly, the
meximunm margin by vwhich the prico for

¢ product offersd for salo by the
monopoly to foruign purchesers may ex-
ccod the prico for such product charged
in the home morkoet; «ftor due cllowance
in cithor cdase for internal toxes wnd
for tronsportation, distribution and
other cxpenses incident to purcheaso,
salo or furthor procossing. Mambers
nowly esteblishing eny such menopoly in

3
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Propostls (Contd.)

III., Complste statc monopolics

of foreign trude. &s the countor-
pert of toariff roductions ond
other ccetisns to encourage &n ex-
pension of multiletertl troade by
other members, members hoving o
complete stute monopoly »f fereign
trade should undertuke to purchese
annually from mombers, on the non-
diseriminutory besis rcferred to
in peragreph 1, ubove, products
valued et not loss thuin an aggro-
gato emount t> be agreed upon.
This globel purchase arrangement
should be subjeet to periodie

ad justmont in consultation with
the Organization.

Chertor (Contd.)

raspoct of eny product shell not create
e morgin os dofined «bove grector then
tho meximum rete of import duty (or,

in the cusce of an export monopoly,
groeter than the meximum rete of eoxport
duty) which mey heve boon nogotisted
in reogerd to thot product pursuant to
Article 18, With rogard to any monopo-
1ized product in respeet of which e
meximum mergin hes becen established
pursuent to this Article, the monopely
shall, subject to the provisions of
Scetion ¢ of this Chepter, import end
offer for scle (or, in the case of on
oxport monopoly, offor for sele to
foreign purchascrs) such quantities of
the product &s will be sufficient to
setisfy the full domcstic demond for
the importud product (or, in the case
of an export monopoly, the full foreoign
demend for the product) at the prices
cherged undor such moximum mergins.

III. Expunsion of Tradc by Complote
Stato Monopolies of Import Trade. Any
flembaer estublishing or meintaining a
compluto or substoatislly complete
monopoly of its import trade shall
promote tho oxpansion of its foreign
tredo with the othor Maembers in con-
sonence with the purposes of this
Charter. To this end such Member shall
negoticto with tho other Moembors an
arrongement under which, in conjunction
with the granting >f tariff concessions
by such other Members, cnd in consider-
ttion of the other benefits of this
Chopter, it shell undortoke to import
in tho wggreg.te over o poriod products
of the other Membors valued et not less
than en emount to be egrood upon. This
purchose arringement shall be subject
t~ periodic adjustmont.

The forogoing shows thet the Stete Trading Section of the
Chortor still encompesses the three mein ideas of its predeccssor:

1. The principle of comworeial considorations.
2. Tho determination by ogreement of price
differontials purnissible for particl stote

troding monspolies,

%2, Thc zlobal purchesing quota for conpleto
stet ¢ trading monopnlies.
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Something moro will bo said lutor about the validity of thesc idoes.
Hore it is sufficient to notc thet the rovision of the rolevent
provisions has been limited to en improvement in formulution and &
broadening in scopc of application of the principlos listed. In
this ficld & very considercble progross his boon attained.

A bricf discussion of these chengos in the order given in
the Cherter follow.

(1) The rether laconic first urticlc of the Proposals which
conteined no moro than e barc stetoment of principlo hes been con-
sidercbly cxpanded. In purticular “"stote onterprise™ has been substi-
tuted for "stete trading entorpriso” end a definitiosn of the concopt
hes boon cddod. The advantege of tho now terminology is obvious. The
old phruse, for exemple, did not nceosserily include industrial enter-
prises in which foreign trede trenswuctions were incidontel to their
mein functions.

As far es tho definition is eoncorncd, the rofercnce to "sub-
stantial mowsure of contrsl" is porheps inovitably veguc. Morcover,
it might be prefereble to have the dofinition extended to cover both
control and perticipation. Participetion is cesior to prove thon
control «nd, in «ny casa, whatover the cxtent of control, it would
soem dosirublo to forbid perticipction by stuto treding countrics in
diserimincting entorprises, either in their own country or cbrocd.
In this conncetion, it may be noted thet the new formulution of the
erticle, including s it dces the words "wherever loctted,” mukes the
principle of rondiscriminctions wnd thet of commercizl considerations
appliceble not only to such cntorpriscs s Amtorg, which opcretces under
the lews of the State of Now York, but elso to such institutions es the
joint compenics which Russic his introduced in & numbor of countrics in
Eastorn Burope. Furthermore, o first step hus beon made towerd imple-
mentetion of the provisions by instituting the obligation of the Member
in question to furnish upon request by other Members, or by thc Organi-
zetion, spocific end detuiled information on the operations of State
enterprises.

(2) Article 2 >f the Proposals (now sarticle 27 of the
Charter) has been improved by inclusion of pertial oxport monopclies,
The original stipulation ooncerning the price margins permitted to
import monopolies hus been cnelogously epplicd to export monopolies,
to provide thot & meximum mergin between the selling price sbroad end
tho domestic price (ufter ellowerce for freight cherges, etc.) should
be negotioted with othor Mambors in the munnor provided elsewhcre for
negotictions concorning reduction of teriffs. LA noewly osteblished
monopoly may not opply a higher mergin than mey havo boen proviously
agrocd upon in the cuso °f teriffs. Roference to Article 18 of the
Chertor apparently moans that tho mergins cre subjoct to most fevored
notion troatment.
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The importance of the innavations, however, should not be
exaggerated, as export monopolies do not normelly present much of a
problem. Even in the case of the complete foreign trade monopoly in
Russia it seems that the threat of monopolistic pressures is much
smeller on the ecxport then on the import side. It may be noted
finally that the deletion of the word "protective" before "margin"
in Article 27 (a) constitutes an improvement, inasmuch as it elimi-
nates the necessity for cstablishing in individual cases whethor a
cortuin margin should bo considorcd es protective or as fiscel.

(3) Chenges in the provision referring to the global quota
appecr to be merely verbal; the langusge has beon maede more cerceful
("complote or substentitlly comploto monopoly" instced of "complcte
monopoly”) end the purposo of the globul quote &s & mothod for ox-
pending trude is emphasized. Essonticlly, however, the articlo hes
ramoined in its origincl form.

It would bo unfair not to admit that the present vorsion
constitutes with fow excoptions what probubly comes closo to the best
possible formulution of tho undorlying principles. On the other hend,
tho wisdam of at least two of thc principles is still opon to quostion.
Both thec new =nd thoe old toxts of the provisions proceed in such o way
&s to cstablish first the gonorcl principle of nondiscriminction, snd
thon to clarify the concept by roference to the principle of commerecial
considerutions. Confliet bectwoon the two principlus is, however, con-
coiveblo. The principlc of commcreicl considerations is unembiguous
only in so far &s it prohibits foroign trede on thc basis of political
motivetions. Boyond thot thoe concept is fur from simple. Without
further quelificution, the principle of commurcicl considerations un-
doubtcdly permits monopolistic pricc discrimination. In faet it moy
be argucd thet the stete trading country would violate the principle
of commurcicl considerations if it should forego opportunitics in this
dircetion. In this scnse tho principle is at varicnce with the gencrel
principlo of nondiscrimination. It muy be impossible to obscrve both
of thar. Moroover, commurcisnl considerations of & steto treding country
mey go substentially boyond thosc usually poeuliar to privete corpo-
retions. Sueh & country must be goncerned with the totality of its
foreign trade. Commercial considerations which it epplics to individuel
tronsections, or oven to all transections-in individual commoditics
over the poriocd, must noocds bo conceived us a part of tho whole. A
stote trading country mey poy highor prices for its imports from a
certain country bocuuse it obtains substentiul cdvontages for its
oxports to tho semo country. While non-statce trading countries aro
precluded by the¢ Cherter from perticipution in such deals, it soams
thet there is nothing in the dooument to prevent such trensactions
botweon two steto troding countrics, sey, Russie and Poland, unless
"oommerciel prineiples"” arc to be interproted in o rathor rostrictive
S0NSQ. . .
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It is one thing to state an obligation. It is another to
establish the fact that it has been breachsd, and still another to
secure its enforcement. The stipulation concerning supply of infor-
metion seems to require both too little and too much. It requires too
little because information supplied cen hardly be conclusive except
in flegrent ceses.l/ It requires too much because in its present form
it does not take into account the need for commercial secrecy. It is
clear that, even though acting in complutely good fuith, stetc trading
countrises will bo roaluctant to divulge their sources of supply, their
customers, and terms of transections, unless guerantoeos for confidential
treaetment by the orgenizetion arc sccurcd. It moy be considerod &
deficiency of the Charter that it fails to stipulwto that, cven though
e requost for informition mey bo made by an individual Member, the
Orgenizetion elone should rceuive the informetion cnd no onc cxeopt
the Orgenizetion should hove eccoss to it. Incidentally, tho question
of commerciel sccrecy well revecols the generel difficultics inheront in
an institutionsol framowork designcd to oliminete diseriminction in
cconomic reletions with stote trading countries. If tho state treding
country is to disclosc informrtion on its individucl transections, it
finds itsolf placcd on o less fovornble besis then cn contorprise in a
froc or "mixed" szconomy. On the other hand, if no such informetion is
to bo made eveilcble, the prineiple of nondiseriminction is stultified.
Obviously & compromise is nccesstry, tnd & guercntec of sccrocy to the
stote troding country might constitute such a compromiso.

In goncrel, it would scom thot more would be accomplished if,
in plece of the formulation of o very gencrel cnd ambiguous principle,
o number of modcs of undosirablo behevior by the stoate truading country
were to be concretely steted ond restraints from engeging in such be-
hevior imposed. The very nuturc of o complote monopoly »f foreign
trode legislutos cgeinst generclities and invites os concrete a treat-
ment «s possible. In rogard to the treatmont of perticl monopolies,
thore is no roeson to supposc that tho crrengements cnviseged would not
work properly. The megnitude of the problems involved in decling with
such monopolies is, of coursc, incomp.rebly smaller.

The third prineciplc--the globel purchesing errongemonts--is
probebly the weekost portion of the stute trading provision. The undor-
lying idea, cs stated clearly in the Proposcls cnd somcwhot less cloerly
in the«Ch.rter, is to obtain o quid—pro~gu5m?;bm the state troding
country for the rcduction of tariffs and other barriors to trade by’
nen-steto trading countrics.

It mcy be wssumed thet tho pertinent provisions were drefted
neinly with a view to Russia. It hes becn remarked in support of tho
idoe that the Russions themselves proposed « similer arrcngement ot

1/ Prices erc cstoblished in the process of burgeining. The initial
price to o state trading country offered by o firm in country A may
be higher than the price sgrced upon after negotictions in country B,
but lower then the prico which the firm in country 4 would be willing
to concede ultimetely. Yot the state truding country is able in this
case to furnish documentery cvidence theat it hed bought in the cheaper
merket.
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the Monetcry .4 Bconomic Conforence in Londor. .a 1933. At thet time
Litvinov suggestod thet the Sovict Union could concoive of conditions
which might induce her to plece some 200 million dollers worth of
cdditional orders ebrocd. It should bo noted, however, thet Litvinov
did not proposc a global quota for tho whole of Russia's trode. Bo-
sidos, the Russicn cttitudos hcve chongsd. It mey be reeclled thet

in 1933 tho Rusgicns were glowingly in favor of the Most-Favored-Netion
principle, which they denounced, &t leest for the Belkuns, only a fow
wacks ego in P.ris.

More important than conjectures as to Russicn accoptance of
the suggestod procedure is tho question es to how tho size of o globel
purchesing crrongemont would bo fixed, and whet could bo achieved thercby.

Noither tho Proposcls nor the Churtor hes enything to sey
cbout tho critoria for detorminstion of the quote. Frosumably, this is
t3 bo left tn bergeining botwoon Russis dn the one hend end the rest of
the world on tho other. Whet will boe Russia's prospoctive burgtining
position? Tho rest of the world will ettempt to mike teriff end other
¢concossions dopendont on the sizo of the global quota. Tho succoss of
this stretcgy will prosupposc thet Russia will not concludc o number of
important biletoral egreomonts concorning reduction of trode barricrs.
There is eppercntly nothing in the Chartor to provent Russia from
entering into bilateral minimum purchasing agreaacnts of the typc
which, for instencec, were in offcet betweon this country ond Russia
prinor to tho wer. If Russic should succced in this courso, hor bergein-
ing positi n with regerd to the global purchasing quote will be cnhanecd.

At eny reto, it is cosy to imagine that Russia would onter
the nog-tiations with an unduly low offcr and, in thc course of tho
nogotintions, would naintein that uncerteintics end instabilitivs in
the uncontrolled cconomius might roesult in hor insbility to pey for
tho purchascs concerncd; she would insist on specicl gue.rantoees for
tho fineneing of her purchescs, end finally egree to raoise the globeal
import gquota to such levels cs would be lower, by & safc mergin, then
tho values she hud already plunned to import.

The mein purpose of the globul quote stipulation is to leced
Russie oway from thc p.th of autarky. It is difficult to suppress the
focling that there is o cortein lack »f commensur..bility botween the
purpose end the instrument. Auterky in Russic. is rogardod by the
Russions to c large extent os o question of socurity. A subsidiary.
consideration mey bo fesr of aconomic instebility of world nerkets and
its rcpercussions in Russia if a large volumc of foroign tr.de is mein-
teined. Improvement in internationsl politicel relations, end stability
end expension of tho world economy moy diminish Russia's interest in
eutarky and induce her to cerry out such structur.l changos in her
economy s ere roquired for an incrouse of her foreign trude. It
soems, however, unduly optimistic to hope that questions of such
megnitude cun be settled by juridicel stipulctions.
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Even though the principle of commercial poiicy is open to
quostion, it scems to constitute «t least a promising beginning. Tho
tost of its prootical vulue will lie in the ability of the orgens of
the Intcrnotional Trude Organizetion to supervise, to modiate, and to
persuade. It will be much moro difficult to try to influcnce the total
volumo of Russic's foreign tredc. At the seme time it is closr thot
tho significcnce of efforts to c¢liminete or mininize discrimination in
cconomic rolctions with Russie doponds lorgely on the volume of Russia's
foreign tredo. If this trodc should remain small, oven a vory genereal
obligation to obscrve commercicl principlos muy be sufficiont to pro-
vont discriminatisn in thoso cascs that matter. If Russia's forcign
trado should grow comsiderebly in the yewrs to come, the nced for o
nore efficecious apperatus may arise. 4t present, howover, Russia's
cttitude towerd the Internstioncl Trade Orgenizetion is just as un-
cortain as is her cttitude toward the Bretton Woods orpguniz.tions, even
though, on & retional ewlculus, the burden imposed on Russia by the
Cherter seems to be so light as to give little justificution for her
thstontion.

New Anti-Inflationary Measures Adopted
in Columbia , David L. Grove

Following the inaugural address of President Ospina-Perez of
Colombia on August 7, in which he stressed the immediate need for com-
bating inflation, the Colambian Govermment has taken a series of
measures aimed at sharply reducing Government expenditures and bank
credit., Certain other complementary actions, such as reorganization
of the price control system, Government distribution of foodstuffs, and
increased taxation, are also being taken,

The preoccupation of the President with the problem of in-
flation is well-founded. The money supply in Colambia rose from 190
million pesosl/ at the end of December 1941 to 612 million at the end
of June 1946, an increase of 222 per cent of which two-thirds had its
origin in the extremely favorable balance of payments which Colambia
has enjoyed since 1941, while only the remeining one-third had its
origin in domestic credit expansion. The inerease in the money supply
during the first half of the currcnt year, however, which amounted to
63 million pesos, has been almost entirely the result of bank eredit
expansion, and this fact probably explains in part the renewed interest
of the Colambians in measures of credit control, The index of the cost
of living for e worker's family in Bogota, the capital of Colambia, has
risen from 113 (with February 1937 = 100) at the end of 1941 to 210 at
the end of August 1946, with 20 points of the rise taking place betwsen
Deccmber of last year and August of this year, Further large increases
in the money supply and in the cost of living are feared as a result of
the recent increase in the United States price of coffee, which repre-
sented nearly 75 per cent of Colambia's total exports last year,

1/ A Colomblan peso is worth approximately 57 United States cents,
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The first of the new anti-inflationary measures was &
Presidential Decree issued on August 19 instructing the Treasury not
to authorize new nationsl, departmental or mnnicipal'issues, unless
these should be strictly necessary for the execution of works of public
interest or for the discharge of obligations contracted prior to the
dete of this decree. Even in such latter cases, however, authorizations
may be forbidden if the Government believes they will have a disturbing
effect on the circulating medium. If this measure is wisely enforced,
the Government will have made an effective contribution to the campaign
to combat inflation.

In conjunction with the Presidential decree, the Superintendent
of Banks issued & Regulation aimed at sharply restricting bank credit ex-
pansion, The provisions of this Regulation are as follows:

(1) Total loans and discounts granted by any commercial bank
may not exceed by more then 5 per cent the emount outstanding on the
date of this Regulation. ‘

(2) Exception is made far commercial banks whose total loans
amount to less than twice their paid-in capital and surplus; such banks
mey inereaso their loans up teo this amount. The purpose of the exception
apparently is to avoid "freezing" the position of new banks or growing
banks which have substantially increased their capital. One of the
chief objoctions to a somewhat similar system of "portfolio ceilings"
adopted in Mexico has been that it fails to meke allowance for such cases.

If the lending commitments of a bank exceed the levels indi-
cated in the two preceding articles, the bank shall adjust its position
before the first of Qctober, .

(3) Banks may not grant loans or credit facilities which promote
cornering or controlling the market for articles of prime necessity, for
building materials or other implements necessary for the econonic develop-
ment of the country, regardless of the collateral securing the loan.

Loans already granted, either directly or through the discount of ware-
house receipts, which do not conform with the provisions of this article
may not be extended except with the approval of the Superintendent of
Banks.

These prohibitions do not affect the normal financing of im-
ports, provided that the articles are to be for public sale, at the
officially fixed prices, or, wherec prices are not controlled, at current
market prices, '

(4) Recourse to central bank credit is restricted by & pro-
vision that any obligations in favor of banks which may be construed as
renewals or extensions for more than one yeer shall not be eligible for
discount et the central bank unless they are destined for sound economic
purposes such as those connected with agriculture, livestock, industry,
building or works of public interest, whether urban or rural, Loans to
cooperatives or loans serving & social interest, such as the acquisition
of homes for the middle and working classes, will also be eligible for
discount. T
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(5) Commereiul bunks mey, with the approval of the Minister
of Finence, purchese or discount bonds or othor obligations of the
Ceja de Crodito Agrerio, Industrizl y Minoro, the Instituto Naoional
de Abastecimientos, the Instituto do Credito Toerritorial, end the
Instituto do Fomonto Industricl, or may make locns to thosc cntities
without such opcrations being subjoct to the loan coilings cesteblished
in the first two wrticles of the Rogulation.

» (6) The Supeorintondent will not consider «s loens for
economic purposes those which ere to be used to finence purcheses of
real estate or sccurities, with the cxcoption of sccurities reforred
to in the preceding two perogrephs.

(7) Thc Supcrintendent of Benks, with the approwel of the
Minister of Finance, is to modify the besic credit limits sct forth
in the first two articlos of the Regulution whenevor undesirable con-
troctions in the money supply occur.

(8) Ono of thc most importent provisions of the Reguletion
is one which provides that banks shall deny all credit applicetions
of individuals or ¢ntarprisos which are henceforth punished for
violations of price control. Thc Secrctary of the Price Control Board:
announced thot the Superintcendent of Banks would be notified immediately
of «11 violations of pricoe control, in ordor thut eppropriate action
mey bo teken to cencol wll lincs of eredit which the violetor may heve
with the banks.

The apperent cnti-infletionary potency of the Regulation
issucd by the Supcrintondent of Benks has boun substuntially weekened
by the corresponding instructions which hc sent to the benks. These
instructions stetoed that tho Rogulution did not have as its objsctive
the rostriction of credit operctions which supply funds for cconomicelly
uscoful purposos, such ws thosc rcferrcd to in Articlo L4 of thc Reguletion.
The purpose is to limit those operutions which deport from such ends
and to prohibit puremptorily the granting of loans or credit freilities
of any sort which may promoto cornoring or controlling the markcet for
orticles of prime necessity; tho clessification of articles in this
cotegory is to be determinced by the Ministry of Economy. ‘

The Supcrintendent cmphesizod thet if disturbences of economi-
cally or socially desirublo cetivitics should occur (in spite of the
diserotion which hc would cmploy in the opplicetion of thusc messures),
then he would certeinly rcvise tho rostrictions every threc months and
would permit & graduel and prudent inercwsc in the credit ceilings
osteblished in the first twe erticlos of thc Reguletion. He stated
furthermore that all new loens dostined oxclusively for the promotion
of egriculture end livestock or for the finencing of harvests would not
bc subjeet to the ceiling reoquiroments., Cortain credit commitments,
portaining to the importation of merchendise or articles given & profer-
ential classification by the 0ffice of Control of Exchungo, Imports and
Exports, werc clso cxampted.
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Ls & mossurc of onforcement of this system of sclective
orodit control, the banks must, cxcept in the casc of lowns cromptaed
from the restrictions, obtain from rll crodit zpplicents & dscleration
of thc use to which thoy intond to put the funds which thoy mey recelvoe
from the bank. Loans of less thon 3,000 pcsos (ebout $1,700), howsver,
erc not subject to this requiromunt.

From what has been said above it is clear that the purpose
of these new measures is not primarily to curtail the total volume of
bank credit but rether to effect & change in its composition. Ceilings
ere to be placed only on those loans which &re not regarded &s ceconomi-
celly or socially desirable, but the line will be very hard to drew in
prectice,  £ny enti-inflationery offect of the new measurcs will probebly
stom from the psychologicel influcnce of the closer scrutiny now rcquired
of the banks over thoir borrowers, &nd of the Superintendont over the
benks.

Although the practicel rosults of thesc moasuros of crcdit
control mcy bc viowed with scopticism, the Colembicn Govormment is also
toking other enti-infletioncry cctions of e complementery neturc which
mey cchicve o grocter degreo of succoss. Exports of nll foodstuffs end
toxtiles hrve becn susponded temporerily. Tho systom of pricc control
is buing roorginized. Tho Govermuont food purchasing cnd distributing
company, knovm es INA, will have en inercesingly importint rolc in the
cempaign to reducc living costs. This company will purchcse produce
dirvetly from the farmors, tr.nsport it ‘o merket in its own trucks,
end distribute tho food through cooporctives.

‘fnothor contaempletoed cnti-infletionary mecsuro is the projoct
of tho Minister of Financo to incrccsc tuxus. His proposals have beon
prescnted to the Colambian Congress end provide for the osteblishment
of o toax on stock dividonds, end for a slidipg-scclc tux on windf«ll
profits or c.pital gcins derived from tho s:lc of property. The
Minister's program wlso includes «n import turiff inercssc on somc 180
commodities, the purposec of which is not to combet inflation, of course,
but to provide protuction for Colambia's growing industrics.

In conclusion, it mcy bo said thet the prosent cdministration
in Columbia is scutely cwarc of the problem of inflrtion cnd is on-
doavoring to find wiys to combct it. The proposcd cessation of Govern-
ment borrowing should prove of some velue to the anti-inflationiry
progrum, ¢lthough Govermmont borrowing hus not plcyed « mejor role in
tho currant inflotionmery situ.ticn. It moy be very difficult for the
now meesures of bunk crodit control to cchicve much sucecss in view of
thc number of oxomptions thut are to be made in the casc of productivc
loans. The measurcs pertaining to price conbrol, Govornmont distribution
of foodstuffs, wnd thc new tix projocts should also holp considurably.
Whothor o1l thosc monsuros in their ontirety will bo able to noutrolize
the effucts of tho groet incrcaso in coffce pricoes is very doubtful, but
et loast the Colembians arc meking « rather scrious ettampt to sce to
it thut eny influotion ceused by their fovorcble buloncoe of poymonts will
not be intcnsifiocd by expunsion of purcly domcstie origin.
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e e e .t . e

Swedish-Russian Trade Agreement Robert W. Bean

On October 7 an agreement was signed by Sweden and the
U.S.S.R. providing for an extension of credit to Russia in the amount
of one billion kronor (3278 million) over a period of five years, to
be used for the purchase of Swedish products. Another agreement
signed at the same time provides for the additional cxchange of at
least 100 million kronor in goods annually betwecn the two countries,
and according to press roports it is oxpocted in Sweden that this ox-
chango may reach &s much as 200 million annually. If the agrocmonts
are retified by the Swedish Parlisment, end if Russia succceds in
plecing orders with Swedish industrielists to the full emount provided
for, Swcdish exports to Russie during the noext five ycars may wcll
avorage ebout 350 million kronor ennually, increesing from porhaps
less than 200 million during 1947 to &s much as 500 million in 1951,
This would place Russie among Swoden's louding trade purtners. Swedoen's
foreign trede, howover, will remein widely distributed, with not more
than 10 to 15 por coent of Swedish cxports going to the Sovist Union.
Polend and Czechoslovekia togother may receive more then 5 per cent of
total Swedish exports, and if one includes Finland, the entire Russien
"sphere" in Burope is likely to ebsorb 20 por cont of Sweden's cxports
during tho noxt fivo years.

Tabloc I
Shifts in the Pettern of Sweden's Foreign Trade
1926-328 and Jenuary-June 1946

Exports to Imports from

e N £ seloctod countries solected countrics

ogznizyo: as & por cent of es & per ceont of
& . “ totel Swodish exports totul Swedish imports

consumption D D
Annuel average| Jan.-June|[Annuel eavereago| Jan.-June

| 193%6-38 1946 1936-38 19L6
U.S.S.R. 6 ' .8 .5 .6
Polend 2.1 Z.1 3.6 3.2
Czochoslovekia 1.7 2.4 2.3 1.4
Finland L.y 3.3 1.1 1.5
Groeat Britein 23.1 13.2 13.0 9.0
Germany 16.6 l.1 21 .9
Norwey 6.7 7.8 3.5 3,2
Denmark L.6 6.4 3,3 3.5
Bol gium-Luxcemburg 3.l 6.8 L.3 L.5
Noetherleands 2.3 7.1 2.9 2.0
Frence L.2 5.7 3.1 2.7
Switzerland .8 L.8 1.3 7.8
Unitod States 10.7 7.8 L. 26.1
Argentine L.6 5.1 2.7 7.7
Rost of world 1.2 2,.6 22.6 25.9
100.0 100.0 100.0 100.0

Source: Computod from officisl trade statisties. January-June 1946
based on prelimincery figures., Statistisk Aarsbok for Sverige,
1937, 1938, and 1939. Kommcrsiclle Meddelanden, August 1946.
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As shown in Teble I, during the period 1936-38, the U.S.S.R.
together with tho countries now regarded &s being within hor orbit
recceived ebout 9 per cent of Swoden's cexports. During the scme period,
Germeny alone roceived 17 per cent of Sweden's exports. In a senso,
then, Russia and her neighbors ere simply helping to fill the gap in
Sweden's foreign murkets left by the doeline in Gorman trade, the
relativo share of theo rest of thc world being undiminished. It 1is
obvious, howcver, that Sweden's cupocity to export is limited, and
that in sbsolute terms the dolivery to Russio of oxports valuecd ot en
averago of 350 million kronor onnually will meen that some orders pluced
by other countriecs will not be filled. This is apperont from the teble
below, showing the value of Swedish exports to verious countries during
the first half of 1946.

Teble II
The Velue of Swoden's Foreign Trads
with Scloctod Countriosl/
Jenuary-June 1946
(In millions of kronor)

Country of origin Exports from Imports to
or consumption Sweden Swoeden
U.S.S.R. 9.2 9.2
Polend 36.7 L47.0
Czochoslovakia 28.6 20.2
Finland 38.5 21.7
Groat Britain 154L.6 13%3.5
Gormany 13.2 12.6
Norwey 91.3% L7.1
Dermerk 7.6 51.4
Belgium-Luxemburg 79.6 66.6
Nethoerlands 82.6 29.3
Frence , , 66.4 39.8
Switzorlend < 55.8 115.3
Unitod States 91.6 387.1
Argentina 60.0 114.6
Rost of world 286.7 __3B6.6
Totel 1,169.4 1,482.0

1/ Proliminary figurcs. Sourco: Kommersiella
Meddelanden, Stockholm, August 1946.
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The rapid expansion of exports to Russia from thoe rate of
ebout 20 million kronor por yecr to, sey, 200 million per year in
1947-148 would mean & diminution of shipments to other countries.

This is particularly evident when one¢ oxamincs tho list of commodities
which Russic hopes to obtain. Out of totel Swedish exports velued &t
1,169 million kronor during tho first half of 1946, ebout 360 million
reprosented bese metals and motal products (including beerings),
mechinery, eleoctricel equipmont, end transportetion equipment. It

is within these groups of commodities thet Russin would like to muke
most of her purchasos. .As a buyer in these fiolds, Russia will compcte
principally with the countriecs of Western Europe. Our own imports from
Sweden, and those of Great Britain, are chiefly from annther cetegory,
woodpulp ond peupor, which hes no importent plcce on the list of eom-
modities desired by Russic.,
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German Assets in Austria

J. Herbert Furth

After the ennexation of Austria, Germany acquired control
of virtually all important .Austrian banks and other credit institutions,
transportation and public utility systems, mining enterprises, steel
mills, and metallurgical, chemical, textile, and paper industries.
This acquisition was facilitated by two facts: The .Austrian Govern-
ment hed been the majority shareholder of the large usustrian bunks,
which in turn hed gained control of the leading industrial corporetions
by taking over shares in lieu of def.ulted credits during the depression
of 1929-35. Furthermore, & reletively lerge portion of those firms thet
had been independent of cithor benk or govermment influonce had been
"teinted" by thoe perticipetion of Jowish ccpital, which was speedily
climineted end supplinted by Nezi cepital, assisted by the big Germen
bunks., The restoration of Austrisn owncrship of these entorpriscs is
gssentiel for the creation of cn indopendent Austria. In consequenco,
the problom of German assots in Lustriec hes bocomo onc of the main
points of discgrooment between the Wostern Allies, which went to bolster
Lustric's indepondcnee, and the Sovict Union, which wants to incorporatc
Austric into its cconomic bloc,

Thc Wostern Allics toke the position thet 11 tronsfers of
non-German proporty to Gormun ownership that oceurrcd efter the anpex-
etion, erc invelid. Thoy buso tholr contontion upon tho Decleration
of tho United Nutions of Junuery 5, 1943 (Appendix £), ond thc Moscow
Doclirction on Austria (Appondix B). The Soviect Union conccdes that
trensfers mudo under duress or without full componsution may be voided,
but maintiins thet all other transfors ere valid. Undor the terms of
the so-celled Potsdam Agrocments (Appondix C), thc Soviet Union is
vntitled to ropurctions from "eppropricte Germen extornal esscts,” which
include "Gormen foreign assets in . . . Sestern Austria.” The Soviet
Union hes therefore cleimod possession of all Germen property in Bastorn
Austric (4ppendix D), excopting proporty ecquired by Goermuny or German
notionals without compunsction and, to somoc dogroe, property acguired
undor durcss or for insufficient componsation (Appendix ).

The position of the Soviet Union finds some support in the
drofts of pceace treatics with the Axis setcellites. Thoesc troaties
(soe Appondix F) stipulate thut the ox-oncmics "aeccpt the principles
of the United Netinns Declercotion of Junu.ry 5, 1943." They provide,
howover, only for the roturn of property "ramoved by force or durcss by
any of tho Axis powers from tha territory of any of the Unitod Nations
irrcspeetive of any subscquent transections by which tho prescnt holder
of any such property mey hove secured possecssion,” cnd invelidato trons-
fors of propoerty of Unitoed Hutions naticoncls only if thoy rosult "from
force or durcss cxorted by Axis govermments or their agencics during
the wer.” Netionols of the United Netions (cnd a fortiori Austrian
notionels), theroforo, cannot claim the return of proporty voluntarily
trensferred to Gormen purchasers. A
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On the othor hand, tho Sovict Union has not conformed to
the principlcs of the Declerction, s interprceted in the drafts of
the peece troutivs, in its troctmont of property tronsfors mcdo under
durcss. By cnclogy with the drofts, such trrnsfers would heve to be
trocted as unconditionelly void, cnd the Soviet Union could nst claim
the right to ccquiro property thus trunsforred by peying to tho former
owncr the difforocnce botween the "reol™ value wnd the veluc reccived.
This is importent becausc the Sovict Union, under the title of "secu-
pebion costs,” hes scoumuleatod cn cmount of Austrien currvney suffieiont
to poy for cny industriel cnterprise which it may went ©o "murcheso. "1,
liorcover, by analogy with the drafts, the Soviet Union could not cloim
the right to decide unilatorelly whethor or not o trunsfer wes medo
undor durcss but would hove to shoulder the burdon of proof thut wny
tronsfoer to Germen ownorship wes not moade under durcss, ond disputos
would heve to bo docided by cn importiel cuthority.

The Declarction on Austria does not provide a clear ensweor
to thc question undor consideration. fustria hus beon promised freacdom,
indepondence, &and politicsl end economic security, but it hi.s elso beon
throctened with rosponsibility for puartieipution in the were. Despito
the inconsistency of putting the rosponsibility for the ovonts of 1939-45
upon & state the oxistonce of which wes foreibly suspended between 1938
end 1945, cny finencicl sonetiom could be justified under thet title,

The position of the Wostorn 4llics, however, 1is supportcd by
the wording of the so-cilled Potsdam Declaorction. This deecluration
does not expressly trunsfer ell Gorman essets locuted in the torritcories
5f certoin uxis setellites and in Eostern fustria to the S»viet Union.
It only stetes th.t tho Tostorn .llies renounce their claims to such
ussets snd, more significontly, limits roperetisns to "oppropricte”
German external cssets. The torm "epproprictc" may simply moan csscts
located in the territories just montioned, but it muy also be inter-
preted, by «nnlogy with the provision releting to the removel of cssets
from Germuny proper, to exclude csscts the locel contrcl of which is
nocessery for the powce economy of the country in question. It is true
thet the drefts of tho powce trcatios with the ixis sctellites do not
mekc such ¢ distinction, but this omission mey be due to the fact thot
nowhore cxcopt in fustria do Germen esscbs pley e vitel role in tho
1acal economy. Moroover, the drefts of the pecce treaties declare the
Sovict Union to be entitled to £ll Gorman esscts in the territorics of
tho Sxis sctellites ™rensforred t- the Sovict Union by the Control
Council for Germany.” This provision muy be interprceted to meen thet
the Soviot Union is cntitled only to those asscts thut have been cx-
precssly transforred by the Contrcl Council. Tho Contral Council thus-
could rofuse to transfor thosc Gernan asscots in Eastorn Lustrio the
15ccl ocontrol of which is nccosscry for Justria's "oconomie sceurity,”
sr which beceme German only os the rosult of the "null and void" enncx-
¢etion of Lustria. The Council cculd also develop & roasonable intor-
pretation of the quostions whether or not land, neturel resourccs, end

l/ Sec Reviow of Forcign Dovel opricnts, July 15, 1946, p. L.
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intengibles arc included in "Gormen e.sscts; " whothor "Bastern fustriaf
meens only the Russien zone of ccoup.tiom or elso thosc purts »f
Vienne thet wre sccupiod by the Lostern illics; end whother the site
of corporate property is judged cceording to the locetion of the
physicel asscts or the heoadquertors of tho compuny. In the latter
cese, the Sovict Union could claim virtuclly cll German esscts in

tho whole of Justria sinec virtuclly «ll major Justricn compunics

have theoir hoadquerters in Vicnnc.

In tho ceso of Scvict opposition to the Westorn interpro-
totion, thoe Western .1lies, by meking uso »f thoir veto power over
Control Council decisinns, cculd delay epproval of tho transfoer of
tho romeinder until such time as the Soviot Union is willing to drep
its claim t» tho oxcmpted asscts. /s long os the Soviet Union, how-
over, is dotorminod to onforco unileterelly its cwn interproteticn in
the torritories occupied by its crmics, thore is little hopo of o fincl
solution of the problan.
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Apopendix A.

Declarstion regarding forced transfers of property in enemy-controlled
territory (released January 5, 190,3; Department of State Bulletin,

—

Jenuery 9, 1943, p. 21): T

The . . » United States of fmerica, . . . the Union of Soviet
Socialist Republics . . . hereby issue a formal warning to ell con-
cerned . . « that they intend to do their utmost to defeat the methods
of dispossession practiced by the govermments with which they arc at
war ageinst the countries and pcoples who have becn so wentonly sssaulted
and despoiled.

Accordingly the govermments making this declaration « . .
reserve all their rights to declire invelid eny trensfors of o« o
property, rights, end interests of any description whatsoever which
aro, or heve been, situeted in territories which heve come under the
occupution or control . . . of the govermments with which they cro at
wer or which belong, or huve bolonged, to pursons, including juridical
persons, rcsident in such toerritoriocs. This werning applics whethor
such trensfers « . » heve takon tho form of opon looting or plunder, or
of trenscctions epparently logcl in form, cven when they purport to be
volunterily offected.

The govermmunts moking this declaration . . . solcmnly rocord
their soliderity in this mattor.

Appendix B

Doclerction on Austrio (rolcascd Novembor 1, 19,%; Dopartment of Stete
Bullotin, November 6, 1943, p. 310):

e o som——

The Govermmonts of . . . thc Sovict Union and the United
States of Amorica arc agroed thet Austris, the first free country to
fell e vietim to Hitlerito aggrossion, shall be liborated from Germen
domination.

Thoy rogerd the onnexetion imposed upon Austria by Gormany
on Merch 15, 1938, cs null cnd void. They considcr themselves as in
no wey bound by any chunges cffected in Austriw since that date. Thoy
declere thet they wish to sec re-csteblished o free and indepoendent
Austria, and therceby to open tho way for the Austrian pooplc themsclves,
as well os those noighboring stetcs which will be faced with similer
problems, to find thet politicel end cconomic socurity which is the
only besis for lasting pcece.

Austria is reninded, however, thet she haos a responsibility
which she cennot ovade for perticipution in the wer on tho side of
Hitleritc Gormony, snd thut in the finel settlomont account will in-
ovitebly be taken of her own contribution to her liberation.
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égggndix c

Tripartite Conferonce at Borlin, IV. Roporstions from Germony (re-
loascd Lugust 2, 1945; Dopertmont of Stete Bullctin, fugust 5, 1945,
pe 157):

In cocordance with the Crimee docision « . . the following
egreoement on reparctions weas roanched:

1. Roperetion cluims of the U.S.5.R. shull be met by
rerovils from the zone of Gormeny ocecupiod by the U.5.8.K. and from
eoppropricte Germen oxternal cssots,

. . L]

6. . . . The deturminction of tho emount and choraetor of
the industriel cepitrl equipmont unncesssury for the Gormen poeace
économy tnd thorcfore cvoilable for ropurations shnall bo made by the
control council . .

The Govermments of the United Kingdom and the United Statoes
of Ameries renouncc their claims in rospcet of reperations to sharcs
of Gormen enterprises which aro locetod in the eastorn zone of occu-
petion in Germeny, as well s to Gorman foreign assets in . . . Bestoern
dustric.

Appondix D

Order of the Supramc Commander of Soviet occupation troops in JAustria
(Unclassified cable, C. G. USFA Viennn, July 6, 1946);

In accordence with tho decision of the Berlin Conference of
the Three Powers concorning the tronsfer sf Germun propoerty in eastorn
4ustria to the Soviet Union as pertial reoperction for the demoge in-
flieted by Gormeny upon tho USSR, I command:

1. A1l Austrian cuthoritics end the ontire populeation of
the Soviet zono of occupation aro to be informed that Gorman property
located in ocustorn Austris which bolonged to the German Reich, to Gorman
firms, socictics, organizations, and othor nctural or legol porsons havo
pessced into tho possession of the Union of the Socinlist Soviet Rcpublics
as Germun reperations.

. ° L]
Ly Tho stocks, shorcs und mine shures of ony veluo whatsoever

which belonged to the Germen owners ond aroe not delivered in accordenco
with this order, are to bo censidored null and void.
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5« £11 contracts, business transections, and othor lcegel
negotiations which arc injurious to the propoerty rights of the Soviet
Uni>n eoncerning thase Gormun prepertics aro deoeclared null and void.

ippondix B

Transletion >f lottor dated July 16, 1946, from Major Genorel Tscniev
to Chancellor Figl: ’

1. All German rights ond essots in Eastorn fustria are con-
sidored by tho Soviet Commend to be trinsferred to tho ownership of
the Soviet Union if thoy mcoet any >nc of tho following conditions:

(o) Gernman property boeforo Morch 15, 1938.

(b) Trensforred to Gormany from hor £llios
end setollites sinco Merch 15, 1938, by
eny rieans whatsoovor.

(¢) Troansforred t: Germany and Germen citizons
end associetions since March 15, 1938, by
purchasg from firms or citizons of the
Unitod Netions, neutrel countrics, or
Justrias. If in the lottor cascs «n olement
of duross or insufficiont compcnsation is
cstoablished, the Soviet Commend will oithor
roturn the asscts to their former owner on
condition thet reparution be mede to the
Soviet Command for all sums reccived by
the former owner from the Gormens; or the
Soviet Cormend may decide tn retain tho
rights of ownership, in which cecse the
difforonce botween the reul value end the
sum ectually roccived by the formor owner
will bo peid by tho Soviot Commend, Scttle-
ments will bo reds in any case in currcney
or gonds «t prices corresponding to the
reel veluc received by the swnor &t the
time of the proporty trensfor,

(d) 411 entorpriscs osteblished and doveloped
efter March 15, 1938, on the basis of
Gormen investmonts, and ell rights cequired
efter thet date by Gormen firms or privete
persons to oxploit the country's natural
resourcos.

(e) Trade merks ond petents of Gormen legal
end ncturel persons,
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(f) Deposits end sccuritics of ell kind
belonging to Germen legel cnd nctural
persens in Austricn bonk and crcdit
institutions.

(g) Gormen public proporty and the proporty
of Rolech orgeniz.tions end German privete
citizens in so fur as it hes not beon
tekon by duress from its former ownors.

2. Proporty which bolongod to the fustrian stoto or to
dustricn citizens before March 15, 1938, wund later passed into the
honds of the Germon state or Germun citizens withoubt cny compensetisn
whetsoever, by means of credit or othor organizetions, nust bo rcturned
to the former ownars. 1In cescs of ¢ voluntery transfor ond cn increase
in capitel resulting from Germon investmonts, the roturn to the former
owners is eoxcluded,

Jggondi{_ﬁ

Dreft of Posco Trecty with Hungary (New York Times, July 31, 1946,
po .1.5):

irticlo XXII

l. Hungery cccopts tho principles of tho Unitoed Naticns
Doclaration of denuary 5, 1943, cnd will return property from United
Netions territcries.

2. The obligation to rike restitution epplies to all
identifiaeble property et present in Hungery which was ranoved by
forcoe or daress by cny of the /xis powers from the toerritory »f any
of the United Nations irrespcoetive of any subsequent transactions by
which the prescnt honlder of cny such property has securcd posscssion,

7+ The burden of identifying the property wnd of proving
ownership shall rest upon the cleimunt Govormment, end the burden of
proving thet the property wes not ramoved by force or durcss shall
rcst on the Hungarion Govermmont.

drticle XXIIT

3. The Hungerian Govermment undertckes to inwulidete
trensfers involving proporty rights end intcrests of any description
belonging to United Nutions netionals, where such trensfers rosulted
from force or duress cxorted by Uxis Goverments or their cgencics
during the war.
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Lrtiele XXIV

Hungery reeognizcs thet tho Soviet Union is entitlced to sll
Gormen esscts in Hungory transferred to the Soviet Union by the Control
Council for Germany and undertekes t»~ tuke &ll noecessary mocsures for
faeilitating such transfors.,






