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without importance for the examination of the question before us. It is quite natural that the
members of the Council should desire to consider this situation among themselves and to confer
together freely as to the best procedure to be adopted.

Accordingly, as far as T am concerned, I see;no objection—in fact I see many advantages—-
to this meeting, which is a formal opening meeting, being followed by a private meeting of the
members of the Council at which questions of procedure might be examined. We might then
discuss at a later public meeting the question before us. :

The President’s proposal was adopted. ’ -
(The Council then went into private session.)

2058. Mandates: Delimitation of the Frontier between Iraq an(_l Syria.

The PRESIDENT proposed that the Council should examine a question which did not appear
on the agenda: the delimitation of the frontier between Iraq and Syria. Document C.843.1931.V1
concerning this matter had already been circulated to the Members of the Council (Annex 1335)-
The President suggested that the Yugoslav representative, Rapporteur for questions relating to
mandates, be asked to deal with this matter.

The President's proposal was adopled.

2959. Expenditure resulting from the Summoning of the Council in Paris : Transfer of a Sum
of 60,000 Swiss Francs from Item 3 to Item 2 (b) of the 1931 Budget.

The PRESIDENT referred to his correspondence ! with the Secretary-General regarding the
expenditure resulting from the summoning of the Council in Paris, and submitted the following
draft resolution: ’

“The Council:

“ Having been informed that in view of the expenses involved by the prolongation of
the sixty-fifth ordinary session of the Council due to the continuation of the examination
of the Sino-Japanese question, and in view particularly of the high cost of the telegrams
despatched to the Members of the Council, item 2 of the 1931 Budget, * Sessions of the
Council ’, is almost exhausted;

“ Considering that, in view of the strictly political character of the present session of
the Council, no objection can be raised to drawing on item 3, * Unforeseen Expenditure
(subject to special vote of Council)’, for a sum sufficient to cover the cost of the said session:

« Decides to transfer the sum of 60,000 Swiss francs from item 3 of the 1931 Budget,

« Unforeseen Expenditure (subject to special vote of Council)’, to item 2 (b), « Extraordinary

Sessions of the Council ".”

The draft resolution was adopted.

EIGHTEENTH MEETING (PUBLIC).

Held at Paris on Saturday, November 21st, 1931, at 4.30 p.m.

Present: All the representatives of the Members of the Council, and the Secretary-General.
Germany was represented by M. voN Murius and the British Empire by Lord CECIL.
2960. Appeal from the Chinese Government under Article 11 of the Covenant (continuation).

The PRESIDENT. — Since our last public meeting, the Members of the Council have actively
endeavoured to seek a method, suitable to the circumstances, of peacefully settling the dispute
between China and Japan. :

t See Annex 1334, Section XLVI.
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It may be well to repeat that the Council is acting in this question on the basis of Article 1x
of the Covenant, which has been invoked by the Chinese Government. In virtue of this article,
it is the duty of the Council of the League to take, by a unanimous decision of its Members, any
action that may be deemed wise and effectual to safeguard the peace of nations. A resolution was
unanimously adopted on September 3oth. That resolution retains its full executive force.

It would be desirable to refer to the essential provisions. In the first place, the resolution
records the declaration made to the Council by the Japanese Government to the effect that the
latter has no territorial designs in Manchuria. Since Japan has no territorial designs it follows
—and the resolution of September 3oth also recorded a declaration by the Japanese representative
to this effect—that the Japanese Government will continue as rapidly as possible the withdrawal
of its troops within the railway zone, in proportion as the safety of the lives and property of Japanese
nationals is effectively insured. Such are the essential factors of the problem as far as Japan is
concerned. ‘ .

On his side, the Chinese representative has declared that his Government will assume
responsibility for the safety of the lives and property of Japanese nationals outside the railway
zone as the withdrawal of the Japanese troops continues and the Chinese local authorities and
police forces are re-established. :

The Council’s duty is to seek, in concert with the parties, suitable means of enabling them
to carry out these undertakings as quickly as possible.

In the private conversations which the representatives of Japan and China have had with
the President of the Council, certain possibilities have been considered. I think that the numerous
discussions which have taken place during the week have been useful, inasmuch as they have
enabled certain ideas to be cleared up and the points of view of the two Govemments to be
sufficiently defined with regard to the methods which they envisage to settle their dispute.

Before I ask the Japanese and Chinese representatives to speak, Ishould like to appeal to
them urgently to confine themselves as far as possible during the present meeting to outlining
the suggestions they desire to lay before the Council with a view to putting an end to the present
situation in Manchuria.

I should add that, while the Members of the Council were endeavouring to bring together
the points of view of the two Governments, they shared the emotion felt by public opinion owing
to the gravity of the events. I think I shall be voicing t6e feelings of all my colleagues in saying
that the Council will certainly desire to remind the two parties of the assurance given by them
and recorded by the Council on September 3oth, that they would respectively take all necessary
steps not to aggravate the situation.

The Council’s efforts to settle the dispute peacefully might be rendered vain if military
operations continued and if public opinion in the two countries could not recover the calm
necessary to enable the two Governments to co-operate in full confidence with the Council for
the maintenance of peace.

M. YosHIZAWA. — Mr. President: I have listened with the greatest attention and keen
interest to what you have just said, and I desire to state how greatly my Government and I
myself appreciate the efforts made by you, by all the Members of the Council and by the Secretary-
General, to bring about a peaceful settlement of the present unfortunate dispute.

On September 3oth, the Council unanimously adopted the resolution which serves as the
basis, and, if I may so express myself, as a guide for all our work.

The Japanese Government entirely accepted that resolution. It is anxious that the resolution
should be observed in the spirit and the letter, and hopes in this way to find a path to a successful
and final settlement.

I have already informed the Council on several occasions that the origin of the present events
in Manchuria unfortunately does not date merely from September 18th. The openly declared
policy of the Chinese Nationalist Party, which consists in rejecting the most solemn undertakings
by a unilateral repudiation of the treaties, the disregarding in practice of the clauses of the treaties
which is encouraged by that Party, and the anti-foreign campaigns which it foments and directs,
have led in Manchuria to a long series of vexatious acts, of acts of hostility and provocation, and
to cases of the denial of justice; the Japanese people has been forced to realise that China
was seeking in every way to take from the Japanese nation its legally acquired rights and to deprive
the Japanese and Koreans residing in Manchuria of the fruits of their hard and patient labour.
The Japanese and Koreans who had settled in those districts in the hope of being able to live and
work there in ‘peace are now of opinion that the safety of their lives, their property and their
business undertakings is entirely dependent on the goodwill and pleasure of the Chinese authorities.
It is easy to understand the sentiments of the entire Japanese nation, for which these rights and
interests in Manchuria are of vital importance. Japan's right to live and her very existence are
to-day at stake.

The scene of the incidents is remote, as the President stated the other day. The situation
is a complicated one and even the news which we receive is often inaccurate.

So as to be able to pursue our efforts usefully on the basis of Article 11 of the Covenant and of
the resolution of September 3oth, it is essential that we should have a clear view of realities, and
I think that everyone will agree in desiring to obtain impartial information on the situation.
Accordingly, the Japanese Government considers that the essential condition of a fundamental
solution of the question is a real knowledge of the situation as a whole, both in Manchuria and in
China itself. It is for this reason that it proposes that the League of Nations should send a Com-
mission of Enquiry to the spot. I believe that this proposal cannot fail to obtain the approval
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of all the Members of the Council. - Of course, this Commission would not be empowered to inter-
vene in the negotiations which may be initiated between the two parties, or to supervise the
movements of the military forces of either.

There is one thing that I should like to add. "In my Government’s view, the creation and E

despatch of this Commission in no way modify its sincere desire to withdraw its troops as quickly
as possible within the railway zone, in pursuance of the resolution of September 3oth.

Already, to the extent permitted by the restoration of order, it has brought back a considerable
number of detachments, and it will pursue this withdrawal, in the conditions envisaged by it up -
to the present, as soon as the necessary security has been established.

M. SzE. — Mr. President and Members of the Council: In order to show my extreme desire
to co-operate with you, I will confine my remarks to a brief statement of our position, and, in
deference to what you have just said, refrain from saying anything that would aggravate the
situation.

The military occupation of Chinese territory by Japanese forces in violation of solemn
treaties and of the Covenant is the crux of the situation. No disposition which fails to provide
for the immediate cessation of all military operations and the withdrawal of the Japanese forces
immediately set in motion and progressively executed over a period of time of the shortest possible
duration can pretend to be a solution of the problem. My Government cannot bargain for with-
drawal, or consent that withdrawal be dependent upon any other matter than the arrangement
of details for securing the safety of life and property in the evacuated areas.

1 reaffirm my former declarations that China is prepared to assume full responsibility for
the maintenance of public order and the security of the life and property of Japanese nationals
in Manchuria outside the area of the Southern Manchurian Railway. If further assurance is
deemed necessary, any reasonable arrangement involving neutral co-operation under the auspices
of the League will be accepted. '

Face to face with events which rapidly march from bad to worse, we have been engaged
in discussions which have led to no fruitful results, except, perhaps, to make more clear the issue
which is before the Council. That issue is now plain, and the time has come to act, for, while we
debate, suffering is increasing and irreparable damage is being done. Further delay can only
render more difficult the task which confronts us. In order to secure the prompt and complete
evacuation of its territory, China has the firm intention of demanding, as circumstances may
require, every right and every remedy secured to it as a Member of the League of Nations—by
Article 11 and by any other article or articles of the Covenant. -

Lord CeciL. — I think that probably all the Members of the Council will desire to consider
the proposal which has been made by the Japanese representative. I do not propose myself to
express any definite opinion upon it, but merely wish to say that, in my view, there is urgent
necessity for some means to be elaborated to enable the Council to know accurately what is going
on in Manchuria. My Government and I myself have held this view from the very outset of these
discussions. We should have been glad if some means of this kind could have been taken even
in September last; but the proposal which the Japanese representative has made certainly appears
to afford some hope that we may ultimately obtain authoritative information regarding the actual
events in Manchuria.

I earnestly hope it may be possible for us, whatever we may say or do with regard to other
aspects of this problem, at any rate to accept the proposal before us.

M. Yosuizawa. — I should like to draw the attention of the British representative to the
following passage in my speech: “ Accordingly, the Japanese Government considers that the
essential condition of a fundamental solution of the question is a real knowledge of the situation
as a whole both in Manchuria and in China itself ”. My proposal means that the enquiry would
be made, not only in Manchuria, but in China itself. That, moreover, is the view I have
already set forth.

M. SzE. — Under the resolution of September 3oth, provision was made for information to
be collected on the spot. This information was to be furnished by both parties, as well as by
neutrals, May I enquire whether any neutrals visited the Nonni bridge and Tsitsihar and the
surrounding district to collect information ?

In order to prevent any misunderstanding, I should like also to say, with reference to the
proposal made by the representative of Japan, that, when the composition, duties, etc., of the
so-called Commission of Enquiry are being discussed, I shall propose amendments. I shall have
to examine the whole matter before I can express any opinion whatever thereon, and I beg the
Council not to misinterpret my attitude by thinking that I have accepted the whole proposal
without knowing what it is.

It is understood that my country desires to be as conciliatory as possible, but it must be
recognised that the matter before the Council at the present moment is the immediate cessation
of hostilities so that the situation may not be aggravated, and the withdrawal of the Japanese
troops in proportion as security is assured.

. Lord CeciL. — I entirely agree with the President that our chief business in these proceedings
is to take such measures as we think appropriate for safeguarding peace. This is our main purpose
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and, if I understand rightly, the anxiety of the Chinese representative. It would evidently be a
complete failure of our duties—a complete failure of the whole object we have in view—if, during
the progress of the work of this Commission, hostilities continued as they have unhappily continued
during the past weeks. . '

With reference to the question put by the Chinese representative, I can inform him that I
know of some neutral representatives who are in the district to which he refers. The district in
question is very large, but I know that a British representative is at Anganchi, which is more or
less in the region in question. I do not know whether there is anyone in Tsitsihar, but doubtless
investigators will go wherever they think they can most usefully obtain information as to the
events which are taking place.

M. Sze. — I express my sincere thanks to the British representative for his clear and definite
answer. May I enquire whether it is possible for the information collected by the representative
he mentions to be made available to the Council? - )

Lord CrciL. — I shall certainly see that the point just mentioned by M. Sze is considered,
but I shall have to ascertain what other Members of the Council and Sir John Simon think to be
right in this matter.

I do not mean by this remark that there is any reluctance on the part of the British Govern-
ment to make this information available. I should, however, like to consider how far the information
to which the Chinese representative refers is of such a character as to be of any use to the Council.

The PRESIDENT. — I must say that the French Government will take steps to ensure that those
of its officials who are on duty in the areas concerned observe and report to their Government
what they have seen. There is no need for me to say that any important information obtained
by the French Government in this way will certainly be placed at the disposal of the Council.

M. vox MuTIUs. — When we met here on November 16th, we found, to our great regret, that
the position in Manchuria, far from improving since October 24th and even since September 3oth,

-had become appreciably worse, in spite of the Council’s efforts to bring about a speedy settlement

of the dispute.

The Japanese representative has explained to us why his Government has hitherto felt unable
to carry out the undertaking entered into on September 3oth to withdraw its troops within the
railway zone. The Chinese representative, on his side, had already replied at Geneva that the
state of insecurity which undoubtedly prevails in Manchuria, and which is at the present moment
preventing the evacuation of the Japanese troops, was due precisely to the presence of those troops.
1 think it is sufficient for us to place on record these two views and to take account of the situation
as it exists to-day. Our discussions have shown us the necessity of looking for some means of
settlement other than those considered at Geneva. What is important is that we should deal with
the situation before us and draw from it the necessary conclusions, While we do not wish at
present either to go back into the past or to endeavour to fix the responsibility, we do desire to
fulfil, and we are bound to proclaim, the duty which is incumbent upon us all—to put anend toa
dispute which has already lasted too long. Ina word, we have to find a practical solution of the
difference which divides two great nations and which is causing anxiety to world public opinion.

The whole world is relying on the League of Nations to remove this danger to peace. The
nations demand that we should find a satisfactory solution, and that confidence in the League
of Nations, which is the very foundation of its existence and the essential condition of the success

" of all its efforts, should in no way be impaired. Public opinion has told us again and again that the

fate of the League of Nations—that is to say, the fate of all peoples—is now at stake.

We have, of course, no intention of asking two Members of the League to surrender vital
interests. The principal task of the League is to find just and equitable solutions. What we
have to do is quite clear. The Council has not to solve all the questions at present at issue in
Manchuria, but to put an end to a situation which is very like war and which certainly presents a
grave danger of war. ) :

The Japanese representative’s suggestion which, if T am not mistaken, China does not entirely
reject—that is to say, thata Commission, instructed both to furnish impartial information and to
co-operate in the pacification of the country, be sent to the places in which disturbances have
occurred—accordingly appears to me to be calculated to strengthen, in China and in Japan, the
forces making for conciliation and peace. - . ) ] )

1 therefore venture once again to appeal to our Chinese and Japanese colleagues to make an
effort to find with us the solution we all desire. We ask them not to allow themselves to be held
back by scruples which we respect, but to contemplate an arrangement which, while leaving their
principles unimpaired, will enable us to overcome the present difficulty and to take the first step
towards an agreement. In this task we desire to aid them.

M. LERROUX. — The Council will perhaps allow me to lay before it certain considerations
regarding the grave incident with which it is now dealing. It is, in fact, an incident, and I feel
that we should constantly bear in mind that, whatever interest we; like the parties, may have
in the relations of China and Japan as a whole, the incident of September 18th and the actual
situation which has resulted therefrom constitute the essential subject-matter of our discussions.
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This is ourZ;chird meeting, and:the'position',jn'itself, far from improving, has become definitely

more serious. The parties concerned will perhaps forgive the representative of a Power which,
though widely separated from them geographically, is nevertheless closely united to them by

ties of ancient friendship, for looking at the question from the point of view of the interests of a' -

neutral nation and the interests of the League. If the matter is regarded from these two aspects,
the important point is not the history of the relations between China and Japan, nor the validity
of the treaties and protocols in which these relations are defined; it is not even the nature of the
dispute which divides the two countries. The only important point is the methods employed to
remedy the position and the question whether these methods can be reconciled with the principles
of our international charters—the Covenant of the League of Nations and the Pact of Paris.

What are the facts ?. An incident occurred in a region with a very special regime, where two
nations are living side by side under conditions known to you all. We have no direct information
from neutral and impartial sources with regard to this initial incident. I venture to stress this
important fact. Three months after the incident, the Council of the League of Nations, the highest
and most powerful international authority, has been unable to procure the most elementary
information as to the exact origin of the most serious dispute with which it has ever had to deal.
In these circumstances, we must congratulate ourselves on the Japanese proposal.

We should first of all acknowledge that the intentions of the Japanese Government are
absolutely honourable, With its customary nobility of mind, it has spontaneously declared to us
that it had no territorial design in Manchuria, and that it would continue “ as rapidly as possible,
the withdrawal of its troops, which has already been begun, into the railway zone in proportion
as the safety of the lives and property of Japanese nationals is effectively assured, and that it
hopes to carry out this intention in full as speedily as may be .

Those are the actual words of the resolution we adopted unanimously on September 3oth.
In this connection, I desire to make two statements. The first is that, to my mind, this resolution,
in taking account of the wishes of the Japanese Government, recognised the very special position
of Manchuria by reversing the réle which the desire for security should play in such matters, since
it makes the evacuation of Chinese territory by Japanese troops depend upon the security of
Japanese nationals and their property. Seeing that this application of the principle of security
might be taken in future as a precedent, which would certainly be dangerous, I think it essential
to lay stréss upon its exceptional character, this being attributable to the desire for conciliation

and understanding which the Council has constantly displayed in this matter. The second’

statement I wish to make is that to my mind the words “ safety ” and “ protection ” should be
understood in their obvious and direct sense, and that, for my part, I should find it very
difficult to extend them so as to include—as some of the documents submitted to us would seem
to suggest—the settlement of certain questions relating to the disputed treaties. :

1 think it essential that we should consider in that light the solution which we must find for
the question before us. In doing so we can, I am sure, rely upon the entire goodwill of the two
nations directly concerned. ‘

M. Sciaroja. — I think we are very near the settlement of a problem which, at times, it
appeared almost impossible to solve, If there is now a hope that we may achieve our object, this
is largely due, Mr. President, to your.energy and wisdom, two qualities in which you are pre-
eminent.

I do not desire to prolong the discussion since we are, I think, all agreed; when there is

agreement, we should act upon it and not lose time in talking. Now, therefore, we have only to

act. I accordingly desire to make the following declaration on behalf of the Italian Government.
My Government will place at the disposal of the Commission of Enquiry all the facilities
it possesses on the spot. We have a good many people there. We have Government officials and
persons holding prominent social positions. All the Italians on the spot will contribute towards
the enquiry. We cannot do much more than that, but what we do we shall do thoroughly.
The enquiry will be conducted by persons appointed by us, but it will be made above all by

‘witnesses of what has occurred and what may still occur.” These persons will also be able to

explain to us the significance of the events, for occurrences very often acquire an importance
which was not at first suspected. In order to understand certain acts, one must know the spirit
in which they were performed. An effort must always be made to ascertain that spirit, and it is
for the purpose of assisting in this way that Italy will place at the disposal of the Commission of
Enquiry all the means she possesses.

M. ZarEskl. — From the very beginning of the serious dispute between China and Japan, the
Polish Government associated itself with all the steps taken by the Council which appeared likely
to bring about pacification and to restore between these two great countries the good understanding
upon which peace depends.

The extreme complexity of the dispute and the special position of the territory which has
become the scene of the events we are now considering have given to the matter submitted to_the
Council a wholly exceptional character, and have necessitated the employment by the Council of
methods which are also exceptional. ’

The Council did not possess, and it does not possess even now, all the information required
for tht:.1 pur%ose of recommending measures which would bring the dispute in the Far East to
a speedy end. N .

The Polish Government is prepared to support the proposal to send a commission of experts

to study the position on the spot, because it hopes that that proposal will be accepted by the parties

0131

DECEMBER 1931 League of Nations — Official. Journal 2369

concerned, and that it will be a first step towards the pacification of public opinion in China and
Japan and the restoration of riormal conditions in Manchuria.

M. ForITcH. — If the Council could unanimously accept the proposal to send a Commission of
Enquiry, I also should be ready to support it. I should welcome it because I see in it a solution
likely to restore peace and tranquillity in the area with which we are concerned. The Council has
made every endeavour to discharge its duty under Article 11 of the Covenant. If these efforts have
not produced all the results which might legitimately have been expected, the reason is that the
dispute with which we are faced is of a wholly exceptional character, exceptional by reason of the
remoteness of the scene of action—which has made it very difficult for the Council to obtain correct
information—but exceptional also by reason of the intricacy and nature of the contractual rela-
tions existing between the two parties. For these reasons, the Council has been obliged to resort
to a procedure which the President, at the meeting on October 24th, described as exceptional and
one which could not be taken as a precedent.

1 therefore accept the proposal to send a Commission of Enquiry, in the hope that this will
enable the Council successfully to discharge its duties under Article 11 of the Covenant of the
League of Nations. .

M. CoLBAN. — I shall not make a long speech. If I did so, I could only repeat more or less
word for word what previous speakers have already said. I will therefore simply say that I accept
the proposal to set up a Commission of Enquiry under the conditions specified by the previous
speakers.

M. MaTos. — I also do not wish to prolong the discussion, but desire to state that I agree to the
appointment of the Commission of Enquiry which has just been suggested. ;

M. GoNzaLEZ-PRADA. — I agree with what has been said regarding the adoption of any
measures likely to lead to practical and decisive results.

M. Garay. — No one will rejoice more heartily than the representative of a small country at
the favourable turn which the Sino-Japanese dispute—a dispute which has been before us now for
a long time—seems to be taking. Indeed, the existence and future of small States are closely
bound up with the maintenance of peace, for peace is the essential condition, the natural and
necessary environment, for the operation and development of law, and law is the support and stay
of the weak. The events which have occurred in Manchuria during the past two months have
brought in question certain principles of international law with regard to which the representative
of the smallest State on the Council would have much to say and many reservations to make.
But I would rather dwell on the great hope which is reviving among us that at last the efforts
we have made on three occasions to bring the parties to an agreement will, with the loyal and
resolute co-operation of our colleagues, the representatives of China and Japan, be successful.
1 express that desire on behalf of my Government.

The PRESIDENT. — As President of this meeting, I should be failing in my duty if I did
not thank the representatives of Japan and China for having consented, in deference to a suggestion
which T ventured to make, to keep their remarks within the bounds of those conciliatory and
courteous discussions which have so often enabled us to deal with the most difficult situations.
T should like to thank them for the tone of their explanations. If, as I hope, we succeed in
reaching a friendly settlement of the grave dispute which has been referred to our jurisdiction,
1 am convinced that their attitude will be found to have singularly facilitated our task.

I am glad that a proposal that is concrete and definite—at least, as regards its principle—
has been made by the Japanese representative. He proposes the appointment of a commission,
which he calls a Commission of Enquiry, and which would proceed, in the distant countries
with which we are dealing, to an examination of the difficulties of the situation and the causes
of dispute, and would seek means of appeasing it and of allowing us to achieve a solution, not
a temporary solution which can always be arrived at by dint of effort and goodwill, but a
lasting solution—that is to say, one capable of ushering in a long period of appeasement and
pacific co-operation between two great peoples. This is the end we have in view.

What will be the character of this Commission? I duly noted the reservations of the Chinese
representative, and I understand them. This is a very recent proposal, in regard to which he
has perhaps not been able to obtain from his Government all the information he requires—a
proposal that does not contain the details without which it is difficult for him to pronounce
an opinion. But I also noticed that he would not refuse to make an effort of conciliation if he
thought that it would not be incompatible with the vital interests of his country.

As regards the Japanese representative, I imagine that, having put forward this suggestion,
he has considered ail its repercussions and all its consequences. I think that the despatch of a
Commission such as that suggested would, apart from the valuable information which it woild
be likely to give us, create a calmer atmosphere, as the Polish representative has pointed out.
The very fact of the appointment and departure of the Commission and the certainty that it
would be on the spot and would study the circumstances and the difficulties of the situation
are calculated to remove many anxieties and to tranquillise public opinion.

The Commission would consist of competent persons belonging to countries which have
always shown themselves favourable to the settlement of disputes. It would be felt that the
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dispute was entering upon a new phase and was approaching the end. Many incidents would
thus be avoided, for I would remind the Japanese representative that there can be no
doubt that the despatch and the labours of a  commission would occupy a certain time,
and it is unthinkable that, during this period, acts_of hostility could be committed which would °

lead to bloodshed in these areas and still further aggravate the situation. When we come to’ .

examine the substance of this proposal, we shall undoubtedly have to seek, with the assistance
of our colleagues, the means of ensuring that this Commission should be able to begin its work

with t}\lt? certainty that it will not be disturbed by incidents such as those that have come to
our notice, -7

. T hope that the Chinese representative, after obtaining all the explanations which he very
ngh.tly desires, will understand that hére, too, he must make an effort to co-operate with us with
a view to a peaceful solution.

. What will be the character of this Commission ? This, of course, is the first question which
arises. What will be the importance of the Commission ? .How many countries will be repre-
sented ? Who will be the members ? What exactly will be its terms of reference ? How will
it communicate to us j:he .ﬁrs’c results of its work, for I think that, as its investigations proceed,
it should supply us with information ? Here we have a whole series of problems raised by the
Japanese representative’s proposal. These are the problems which we must consider to-morrow.
We must bring out the essential points of the proposal which has been laid before us, and this can
only be done by co-operation between all the Members of the Council of the League, including the
representativés of China and Japan. o

All that we can do now is to note this proposal, to place it on record with great satisfaction,
toseein it a beginning of the solution so earnestly desired, and to make every effort to achieve
success along the lines indicated, so that, in as short a time as possible, we shall be able to say
that this serious conflict is closed. ’

In moments like the present, which are fraught with trouble and anxiety, the President has
not merely to consider the success of his work as President—that is a minor point—but he must
remember that he has in his hands the future of that high and noble institution the League of
Nations, and he must do nothing which might compromise the League. It would give me immense-
gratification to reach a successful result in conjunction with you. I should like to say, however,
that, while we are pursuing our tentative efforts, which it is always easy to criticise and even to
ridicule, the peoples of the world are not losing faith. If I laid before you the enormous quantity
of telegrams which reach me from every part of the world testifying to the confidence which
people place in us, to their hopes and to their faith in our success, I am sure that, like myself,
you would derive therefrom great comfort. They would show you the great moral force of the
League of Nations and how criminal it would be to allow a passing event to destroy such a
force, with all its hopes for the future.

I am confident that the dispute with which we are dealing will not lead to any such disastrous
result; and, when we have studied the proposal before us, when we have framed a draft resolution
and have at last reached unanimity, I feel sure that we shall separate with joy in our hearts
and with still greater confidence in the noble institution to which we belong.

M. Sze. — With reference to the appeal just made by our President for co-operation, I can
assure him that the Chinese Government and the Chinese people greatly appreciate all the efforts
he has made. I think I can say, without fear of contradiction, that the Chinese Government

and people have tried their best—and I think they have succeeded—to do nothing that would
make the present task more difficult.

As regards the proposed Commission of Enquiry, I think I should, even at the risk of
repetition, make the position of my Government clear. While raising no objection to the proposal,
but, on the contrary, being in favour of any means of obtaining a more accurate knowledge of
events in Manchuria, the Chinese Government will not.for a moment agree that the creation of
a Commission of Enquiry should, in any way, furnish an excuse for a delay in beginning and progres-
sively carrying out, in the shortest possible time, the complete withdrawal of the Japanese troops,

The Chinese Government will not be willing to discuss the proposal for a Commission of
Enquiry upon any other basis. Whether or not a Commission of Enquiry is appointed, the
immediate and imperative task which, according to the view of my Government, is before the
Council is to take steps to stop the aggravation of the situation by the immediate cessation of
hostilities, and to secure the withdrawal of the Japanese troops, which withdrawal should begin
at once and proceed progressively to a prompt completion.

M. Yosuizawa. — I beg to thank you, Mr. President, for your very friendly words. The
question we are now discussing is both complicated and important. For the moment, the parti-
culars I have given are only in the nature of general principles, for I am still in communication
with my Government on this subject. Nevertheless, I have been greatly encouraged by your
observations. I also thank the members of the Council for their very friendly words.

As I have already stated on many occasions, my Government is prepared to withdraw its
troops as soon as the safety of Japanese nationals and their property is effectively assured.

Unfortunately, the situation is still full of danger, but my Government is at present endeavour-
ing to improve it. '
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The PRESIDENT. — The Council has now a proposal beforeit. This proposal will be considered,
and, as soon as a draft resolution can be laid before the parties and the other Members of the Council,
another meeting will be held.

NINETEENTH MEETING (PUBLIC)

. Held at Paris on Wednesday, December gth, 1931, at 5 p.m.

Present: All the representatives of the Members of the Council, and the Secretary-General.
The British Empire was represented by Viscount CEcIL oF CHELWOOD, Spain by M. DE
MapARIAGA and Poland by M. pE CHLAPOWSKI.

2961. Tribute to the Memory of M. Salandra.

The PRESIDENT. — This morning we received the sad news of Antonio Salandra’s death.

This great Italian statesman was one of those who have made a valuable contribution to the
work of the League. His name is now added to the already lengthy list of men whose memory we
piously cherish.

In the Council, where he sat for nearly two years, his charm, his sagacity and the keen
intelligence which he concealed under an appearance of smiling good-fellowship, won for him the
friendship of all his colleagues. .

I should like to recall the words with which he welcomed us at the Doria Palace in Rome,
in 1924: .

“Tt is only right that within the walls of Rome there should be appreciated at its true
value the effort which is being made by the League to ensure to the peoples a durable peace,
which cannot henceforth be imposed on the world by the preponderance of a single nation
but which may in future be guaranteed by the desire of all nations for peace. ”

1 have thought it opportune to recall these words at a moment when the Council, after three
weeks of effort to settle a dispute between two of its Members which has been referred to it, is
resuming its public meetings. L

1 am sure I shall be voicing your sentiments in requesting our eminent colleague, M. Scialoja,
to convey our most sincere condolences to M. Salandra’s family and to the Italian Government.

M. Sciaroja. — I should like to thank you most warmly, Mr. President, for what you have
just said regarding our late colleague, Antonio Salandra. For my country and myself thisisa cruel
blow. I shall add nothing to what you have said of the statesman, because that is the part of
Salandra’s life which is most familiar to the world.

But, as a former colleague of Antonio Salandra’s at the University of Rome, where he was
Professor of Law, I will only add that he was one of our greatest Italian writers. It is difficult to

- write, as Salandra did, on a multiplicity of subjects in a style which was always suited to the

subjects with which he was dealing. Latterly, he had begun to write the history of the most
important part of his life. As a rule, books of this kind constitute rather an apologia than an
impartial judgment of the facts. Those of Salandra, on the contrary, are an unbiased expression
of the truth. His works will remain classic on account of their purity of style and simplicity
of expression. . .
"~ So when I go back to Rome I shall no longer find my old friend, with whom I used to talk
almost daily of our studies. I shall keenly feel the loss of a man who has lived about as long as I
have, since he was only two years older than myself, and I cannot help thinking that before very
long I shall follow him. Those who have known me and whose thoughts and deeds I have shared
are awaiting me. : .

1 should like to thank you again, Mr. President, for the tribute you have paid to my
distinguished countryman.

2962. Tribute to the Memory of M. Louchgur.

M. ForitcH. — Since our last public meeting, the League has lost a faithful and valuable
supporter. Louis Loucheur, a former French Minister and statesman, who has succumbed
to_a sudden illness, has on many occasions rendered important services to the League. In
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economic questions the League had no more capable adviser, and it is especially to this field

of work that his prodigious energy and keen and fertile mind were applied. It was with inspired .

devotion and tireless zeal that Louis Loucheur threw himself into the League’s work, and we-

all remember the outstanding part he took in the Economic Conference of 1927, which he was the- )

first to propose, in the numerous Committees of the League of Nations and of the Assembly,
and in the Commission of Enquiry for European Union.

I feel, however, that it is especially incumbent upon me to recall the services rendered by
Louis Loucheur in the final settlement of the so-called question of the optants. It is by a cruef
irony of fate that I should have to recall this in the very room where, on April 28th, 1930, we
signed with him, as President of the Eastern Reparations Conference, the agreements that put
an end to those disputes.

The members of the Council will all remember the long and difficult discussions on this
thorny question, which went through many Council sessions without a final solution being reached.
Thanks to Loucheur’s authority, tact, inexhaustible good-will and generous enthusiasm, we
were finally able to settle this question to the satisfaction of all concerned. In this matter,
Loucheur fendered a genuine service to the cause of peace and earned our sincere gratitude.

In paying a heartfelt tribute to his memory, I am sure, Mr. President, I am speaking for
all my colleagues on the Council.

The PRESIDENT. — You will not be surprised if I associate myself most warmly with the
just and well-deserved tribute which has been paid to the memory of Louis Loucheur. I thank
the representative of Yugoslavia most sincerely for having given this just appreciation of a man
who was among the most energetic and ardent collaborators of the League of Nations. In the
name of the League, I thank him. I also thank him in the name of my country, which has not
yet realised the extent of the loss it has suffered. Lastly, I thank him most profoundly in my
own name. Loucheur was not only a comrade-in-arms, closely associated with most of my
efforts; he was a friend—a devoted, faithful and always loyal friend. His death is a cruel loss
to mlef; one feels those losses keenly when one has reached the time of life that I have reached
myself.

2063. Mandates : Delimitation of the Frontier between Iraq and Syria'.

M. Foritch presented the following report and draft resolution!:

“ The Council has before it a joint request by the British and French Governments relating
to the delimitation of the' frontier between Iraq and Syria, which territories are under their
respective mandates (Annex 1335). The information communicated by the two mandatory
Powers shows that certain difficulties were encountered in carrying out the provisions of Article 1
of the Convention signed by them on December 23rd, 1920,% as regards the Syria-Iraq section
of the frontier. ’

“In the first place, divergencies of opinion exist as to the exact interpretation of the frontier
which Article T of the Convention was intended to define. Secondly, it was found that, whatever
interpretation was placed upon Article 1 of the Convention, a frontier drawn in strict conformity
therewith would be likely to be unsatisfactory in certain sectors for military, political,
administrative, tribal, economic, geographical or other reasons.

“ The British and French Governments consider that it is not within the competence of a
Delimitation Commission such as that referred to in Article 2 3 of the Convention to modify the

t Document C.880(1).1931.VL

2 Article 1

“ The boundaries between the territories under the French mandate of Syria and the Lebanon, on the one
hand, and the British mandates of Mesopotamia and Palestine, on the other, are determined as follows:
N “ On the easf, the Tigris from Jeziret-ibn-Omar to the boundaries of the former vilaycts of Diarbekir and

Tosul. : .

“ On the soufh-east and south, the aforesaid boundary of the former vilayets southwards as far as Roumelan
Kocui; thence a line leaving in the territory under the French mandate the entire basin of the western Kabur and
passing in a straight line towards the Euphrates, which it crosses at Abu Kemal, thence a straight line to Imtar
to the south of Jebul Druse, then a line to the south of Nasib on the Hejaz Railway, then a line to Semakh on
the Lake of Tiberias, traced to the south of the railway, which descends towards the lake and parallel to the railway.
Deraa and its environs will remain in the territory under the French mandate; the frontier will, in principle, leave
the valley of the Yarmuk in the territory under the French mandate, but will be.drawn as close as possible to the
railway in such a manner as to allow the construction in the valley of the Yarmuk of a railway entirely situated in
the territory under the British mandate. At Semakh, the frontier will be fixed in such a manner as to allow each
of the two High Contracting Parties to construct and establish a harbour and railway station giving free access to
the Lake of Tiberias.

“On the west . . . "

'3 Article 2:
“ A commission shall be established within three months from the signature of the present Convention to

trace on the spot the boundary-line laid down in Article 1 between the French and British mandatory territories.
This commission shall be composed of four members. Two of these members shall be nominated by the British
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frontier defined in Article I to an extent sufficient, in the Syria-Iraqsection of the frontier, to

remove the unsatisfactory features above mentioned.

“ The mandatory Powers being for these reasons unable to prepare suitable joint instructions
for the Commission as regards the Syria-Iraq section of the frontier, and desirous of promoting
a speedy, final and equitable settlement of a question of primary importance to the populations
of the territories over which they exercise their respective mandates, have invited the Council to
examine all aspects of the difficulties referred to above. They propose that, after forming its
conclusions as to the intentions of Article 1 of the Franco-British Convention of December 23rd, 1920,
fhe Council should indicate a frontier between Syria and Iraq based thereon but modified as
required by the aforementioned considerations, the frontier so indicated to be accepted by all
concerned as a definitive solution of the frontier question.

« The British and French Governments suggest that the task of the Council would be facilitated
by the appointment of a Commission, which would collect on the spot such information and
would make such recommendations as might assist the Council to reach a decision.

“T do not propose that the Council should examine the substance of the question forthwith,
since the two Powers which have submitted it to us have not yet sent us the memoranda and
maps defining their respective points of view, and since they suggest that, before the Council
comes to a decision, it should send a Commission of Enquiry to the spot. The action of the Council,
if it accepts the mission offered to it, should, in my opinion, be confined for the moment to the
appointment of this Commission and the definition of the task which it will be called upon to
undertake. [ )

T therefore propose that the Commission should consist of three commissioners selected
for their special competence, being nationals of countries not parties to the question, whose
appointment might be entrusted to the President in Office of the Council, assisted by the Rapporteur
for mandates questions. In order to facilitate this choice, the two parties might be requested to
submit proposals in this connection. The Commission would be assisted by four assessors, each
of the parties appointing two.

“The Commission’s task would be defined by the actual terms of the request made by the
British and French Governments; it would consist in collecting on the spot full information and
particulars as to the military, political, administrative, tribal, economic, geographical and other
problems which the question involves, so as to permit of its thorough investigation. The
Commission would then make such suggestions to the Council as might assist the latter in framing
its decision, which will be final, with regard to the Syria-Iraq section of the frontier.

“ Needless to say, the expenses involved by this consultation would have to be borne by the
two mandatory Powers concerned.

“ Should the Council be prepared to accept the various suggestions which I have the honour
to submit to it, I propose that it should adopt the following resolution,

“« The Council,
“« Tp pursuance of the joint request by the British and French Governments:

“« (1) Decides to accept, in principle, the British and French Government’s request
that it should examine all aspects of the difficulties raised by the delimitation of the frontier
between Syria and Irag, should form its conclusions as to the intentions of Article 1 of the
Tranco-British Convention of December 23rd, 1920, and should then indicate a frontier
between Syria and Iraq based on this Convention but modified as required by the afore-
mentioned considerations; .

“¢(2) Decides tosetupa Commission consisting of three commissioners selected for their
special competence, being nationals of countries not parties to the question, assisted by four
assessors, to collect full information and particulars on the spot, and to make such suggestions
as may assist the Council in framing its decision on this question. This decision will be final;

“¢(3) Requeststhe President in Office of the Council to appoint, with the assistance of the
Rapporteur for mandates questions, the members of the above-mentioned Commission;
the two parties are requested to submit jointly proposals in this connection;

and French Governments respectively, the two others shall be nominated, with the consent of the mandatory
Power, by the local Governments concerned in the French and British mandatory territories respectively.

“ In case-any dispute should arise in connection with the work of the commission, the question shall
be referred to the Council of the League of Nations, whose decision shall be final.

“ The final reports by the commission shall give the definite description of the boundary as ithasbeenactually
demarcated on the ground; the necessary maps shall be annexed thereto and signed by the commission. The
reports, with their annexes, shall be made in triplicate; one copy shall be deposited in the archives of the League
of Nations, one copy shall be kept by the mandatory, and one by the other Government concerned.” .
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“c(4) Decides that the sums required by the Commission for the accomplishment of its
work shall be borne by the British and French Governments, the mandatory Powers for Iraq
and Syria.’"” . ,

The PRESIDENT. — The report w}ﬁch has just been submitted to the Council provides that

the President in Office of the Council will have to appoint, with the assistance of the Rapporteur
on mandates questions, the members of the Commission which is to be sent by the League to
examine on the spot the problems connected with the delimitation of the frontier between Syria -
and Iraq.

Singe by a coincidence the present President of the Council is the representative of one of the
parties concerned, I think my colleagues will agree with me that, in accordance with the Council’s
usual procedure, my predecessor, the Spanish representative, should be asked to undertake this
particular duty. : L

In taking this decision, the Council will simply be following the procedure observed in minor-
ities questions, when, if the President in Office belongs to a country interested in a question under
examination, he delegates his power to deal with it to his predecessor in office.

The President’s proposal was adopted.

Lord CeciL. — I desire, on behalf of the British Government, to express my warm thanks to
the Rapporteur, and, I hope, by anticipation, to the Council for the proposal which is now before us.
I am sure all the members of the Council will agree with me that this will constitute, when adopted,
a valuable step towards the settlement of this question.

Perhaps I may be permitted to add that this seems to me an excellent and striking example
of that part of the work of the League of Nations which is not so spectacular as some of the other
activities in which we are engaged, but which is nevertheless of very great importance for the
welfare and happiness of mankind. We have here a question which has arisen between two of
the Members of the Council and which I hope will, by this step, be settled without undue controversy
or undue delay to the satisfaction, I doubt not, of all parties concerned.

1 venture to express once more the thanks of my Government to the Council and to
the Rapporteur.

The draft resolution was adopled.

2064. Appeal from the Chinese Government under Article 11 of the Covenant (continuation).
The PRESIDENT read the following draft resolution *:

“The Council,

“

(1) Reaffirms the resolution passed unanimously by it on September 3oth, 1931,2
by which the two parties declare that they ate solemnly bound; it therefore calls upon the
Chinese and Japanese Governments to take all steps necessary to assure its execution, so
that the withdrawal of the Japanese troops within the railway zone may be effected as speedily
as possible under the conditions set forth in the said resolution;

“(2) Considering that events have assumed an even more serious aspect since the
Council meeting of October 24th 3; .

“ Notes that the two parties undertake to adopt all measures necessary to avoid any
further aggravation of the situation and to refrain from any initiative which may lead to
further fighting and loss of life; '

“(3) Invites the two parties to continue to keep the Council informed as to the
development of the situation;

“(4) Invites the other Members of the Council to furnish the Council with an
information received from their representatives on the spot; .

“(5) Without prejudice to the carrying out of the above-mentioned measures,

“ Desiring, in view of the special circumstances of the case, to contribute towards a
final and fundamental solution by the two Governments of the questions at issue between
them:

“ Decides to appoint a Commission of five members to study on the spot and to report
to the Council on any circumstance which, affecting international relations, threatens to
disturb peace between China and Japan, or the good understanding between them, upon
which peace depends;

“The Governments of China and of Japan will each have the right to nominate one
assessor to assist the Commission.

1 Document C.g64.M.529.1931.VIL.
2 See Minutes of the seventh meeting.
3 Sce Minutes of the fifteenth and sixteenth meetings.
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“The two Governments will afford the Commission all facilities to obtain on the spot
-whatever information it may require; _

“ Tt is understood that, should the two parties initiate any negotiations, these would
not fall within the scope of the terms of reference of the Commission, nor would it be within
the competence of the Commission to interfere with the military arrangements of either
party.

“ The appointment and deliberations of the Commission shall not prejudice in any way
the undertaking given by the Japanese Government in the resolution of September 3oth as
regards the withdrawal of the Japanese troops within the railway zone.

“(6) Between now and its next ordinary session, which will be held on January 25th,
1932, the Council, which remains seized of the matter, invites its President to follow the
question and to summon it afresh if necessary. ”

The President then made the following declaration!:

“ It will be observed that the resolution which is before you provides for action on two separate
lines: (1) to put an end to the immediate threat to peace; (2) to facilitate the final solution of
existing causes of dispute between the two countries.

“ The Council was glad to find during its present sittings that an enquiry into the circumstances
which tend to disturb the relations between China and Japan, in itself desirable, would be accep-
table to the parties. The Council therefore welcomed the proposal to establish a Commission
which was brought before it on November 21st. The final paragraph of the resolution provides
for the appointment and functioning of such a Commission.

“ I shall now make certain comments on the resolution paragraph by paragraph.

“ Paragraph 1. — This paragraph reaffirms the resolution unanimously adopted by the
Council on September 30th, laying particular stress on the withdrawal of the Japanese troops
within the railway zone on the conditions described therein as speedily as possible. '

“ The Council attaches the utmost importance to this resolution and is persuaded that the
two Governments will set themselves to the complete fulfilment of the engagements which they
assumed on September 3oth.

“ Paragraph 2. — It is an unfortunate fact that, since the last meeting of the Council, events
have occurred which have seriously aggravated the situation, and have given rise to legitimate
apprehension. It is indispensable and urgent to abstain from any initiative which may lead to
further fighting, and from all other action likely to aggravate the situation.

“ Paragraph 4. — Under paragraph 4, the Members of the Council other than the parties
are rﬁquested to continue to furnish the Council with information received from their representatives
on the spot. )

“ Such information having proved of high value in the past, the Powers who have the possi-
bility of sending such representatives to various localities have agreed to do all that is possible
to continue and improve the present system.

“For this purpose, these Powers will keep in touch with the two parties, so that the latter
may, should they so desire, indicate to them the localities to which they would desire the despatch
of such representatives.

“ Paragraph 5 provides for the institution of a Commission of Enquiry. Subject to its purely
advisory character, the terms of reference of the Commission are wide. In principle, no question
which it feels called upon to study will be excluded, provided that the question relates to any
circumstances which, affecting international relations, threaten to disturb peace between China
and Japan, or the good understanding between them upon which peace depends. Each of the
two Governments will have the right to request the Commission to consider any question the
examination of which it particularly desires. The Commission will have full discretion to determine
the questions upon which it will report to the Council, and will have power to make interim
reports when desirable.

“If the undertakings given by the two parties according to the resolution of September 30th
have not been carried out by the time of the arrival of the Commission, the Commission should
as speedily as possible report to the Council on the situation.

“ It is specially provided that, ‘should the two parties initiate any negotiations, these would
not fall within the scope of the terms of reference of the Commission, nor would it be within the
competence of the Commission to interfere with the military arrangements of either party'.
This latter provision does not limit in any way its faculty of investigation. It is also clear that
the Commission will enjoy full liberty of movement in order to obtain the information it may
require for its reports. ”

M. YosH1zAWA. — Mr. President, I have heard with great interest the speech you have just
made, and I feel it my duty to express my opinion in regard to it. I must say, however, that the
instructions for which I asked my Government last evening have not yet reached me,

1 Document C.g65.M.530.1931.VIIL.
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and consequently Iam bound to ask the Council to hold another meeting on this question to-morrow
afternoon, when I expect to be able to express my views in a definite manner.

to add at the next meeting to the statement I have made to-day.

The continuation of the discussion was postponed to the next wmeeting.

TWENTIETH MEETING (PUBLIC, THEN PRIVATE).

Held at Paris on Thursday, December I0th, 1931, at 4.30 p.in.

Present: All the representatives of the Members of the Council, and the Secretary-General.
The British Empire was represented by Viscount CECIL OF CHELWOOD, Spain by M. DE MADARIAGA
and Poland by M. DE CHLAPOWSKI.

2965. Appeal from the Chinese Government under Article 11 of the Covenant (continuation).

The PRESIDENT. — The Japanese representative informed the Council yesterday that he
had not yet received from his Government instructions that would enable him to make a definite
pronouncement, and he requested us to allow him to postpone his statement until to-day’s meeting.
‘We acceded to his desire. I hope that he is now in a position to make his statement, and I
therefore call upon him to speak.

M. YOSHIZAWA. — Mr. President and members of the Council, I wish in the first place to
thank you for your courtesy in complying with my request to put off the meeting of the Council
until to-day. I wish also to express my gratitude for and my sincere appreciation of the efforts
which, since the beginning of the present session of the Council, you have been good enough to
make in regard to the serious question which has engaged our attention. .

The special circumstances of the situation in China, the great distance which separates us
from Manchuria, the diversity and the magnitude of the interests at stake, have made our work very
difficult. In dealing with this question, however, you have amply displayed your customary spirit
of conciliation, goodwill and patience. Thanks to your labour and tact, Mr. President, we have
before us the draft resolution which furnishes us with the means of clarifying the situation.

Japanese Government, on the understanding that this paragraph is not intended to preclude the
Japanese forces from taking such action as may be rendered necessary to provide directly for the
protection of the lives and property of Japanese subjects against the activities of bandits and
lawless elements rampant in various parts of Manchuria. Such action is admittedly an exceptional
measure called for by the special situation prevailing in Manchuria, and its necessity will naturally
be obviated when normal conditions shall have been restored in that region.

With these considerations, I am happy to be able to declare that the Japanese Government
accepts the draft resolution now before us. .

M. SzE. — My Government intends to discharge in good faith every obligation which it
assumes in agreeing to this resolution as interpreted by the President of the Council. The entire
arrangement being a practical one designed to meet the pending emergency, it becomes necessary,
in the interest of a complete understanding, for me to place upon record certain observations and
reservations on points of principle, as follows:

I. China must and does fully reserve any and all rights, remedies and juridical positions to
which she is or may be entitled under and by virtue of all the provisions of the Covenant, under
all the existing treaties to which China is a party, and under the accepted principles of inter-
national law and practice.

II. The present arrangement evidenced by the resolution and the statement made by the
President of the Council is regarded by China as a practical measure embodying four essential
and interdependent elements:

(@) Tmmediate cessation of hostilities; . .
(}) Liquidation of the Japanese occupation of Manchuria within the shortest possible
period of time;
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With regard to paragraph 2 of the draft resolution, I am happy to accept it on behalf of the ’
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(6) Neutral observation and reporting upon all developments from now on;

(d) A comprehensive enquiry into the entire Manchurian situation on the spot by a
Commission appointed by the Council. :

The said arrangement being in effect and in spirit predicated upon these fundamental factors,
its integrity would be manifestly destroyed by the failure of any one of them to materialise and
be effectively realised as contemplated.

III. China understands and expects that the Commission provided for in the resolution will

" make it its first duty to enquire into and report, with its recommendations, on the withdrawal of

til‘e Japanese forces, if such withdrawal has not been completed when the Commission arrives on
the spot.

IV. China assumes that the said arrangement neither directly nor by implication affects

the question of reparations and damages to China and her nationals growing out of the recent
events in Manchuria, and makes a specific reservation in that respect.

V. 1In accepting the resolution laid before us, China appreciates the efforts of the Council
to prevent further fighting and bloodshed by enjoining both China and Japan to avoid any initiative
which may lead to further fighting or any other action likely to aggravate the situation. It must
be clearly pointed out that this injunction should not be violated under the pretext of the existence
of lawlessness caused by a state of affairs which it is the very purpose of the resolution to do away
with. It is to be observed that much of the lawlessness now prevalent in Manchuria is due to the
interruption of normal life caused by the invasion of the Japanese forces. The only sure way of
restoring the normal peaceful life is to hasten the withdrawal of the Japanese troops and allow
the Chinese authorities to assume the responsibility. for the maintenance of peace and order.
China cannot tolerate the invasion and occupation of her territory by the troops of any foreign
cou}r:try; far less can she permit these troops to usurp the police functions of the Chinese
authorities. :

VI. China notes with satisfaction the purpose to continue and improve the present system
of neutral observation and reporting through representatives of other Powers, and China will from
time to time, as occasion requires, indicate the localities to which it seems desirable to dispatch
such representatives. ’

VII. It should be understood that, in agreeing to this resolution, which provides for the
withdrawal of the Japanese forces to the railway zone, China in no way recedes from the position
she has always taken with respect to the maintenance of military forces in the said railway zone.

VIII. China would regard any attempt by. Japan to bring about complications of a political
character affecting China’s territorial or administrative integrity (such as promoting so-called
independence movements or utilising disorderly elements for such purposes) as an obvious violation
of the undertaking to avoid any further aggravation of the situation.

Lord Cecir. — I am glad that both my Japanese and Chinese colleagues have accepted the

resolution, and I do not desire to make any comment on their declarations except on one point.

The Council has heard the declarations of the Japanese and Chinese representatives on
paragraph 2. There can be no doubt that the position in Manchuria is difficult and exceptional.
1t may well be that circumstances may arise there which will cause danger to Japanese lives and
property from elements of the population out of control, and if an emergency of that kind should
arise it might become inevitable that Japanese forces in-the neighbourhood should take action
against bandits and the like. But I welcome the recognition by my Japanese colleague of the
exceptional character of the situation and that the necessity for such exceptional action will come
to an end as soon as normal conditions have been restored. In saying this, I do not mean to
suggest that the Japanese declaration weakens the obligation set out in paragraph 2 of the resolution
to avoid any action which will lead to a recrudescence of fighting between the Chinese and Japanese
troops, or a further aggravation of the situation.

M. DE MADARIAGA. — I should like to associate myself with Lord Cecil’s remarks, both when
he expressed his satisfaction at the agreement between the two parties on this question and when
he commented briefly on what the Japanese representative had said. I would point out that the
Japanese representative’s observations are in harmony with the terms of our resolution; it begins,

as you will remember, with a reaffirmation of the resolution passed unanimously on September

3oth, 1931, whereby the two Governments recognise that the situation is an exceptional one and
that the necessary steps should be taken to bring about the withdrawal of the Japanese troops
within the railway zone as quickly as possible. In the second paragraph of our present resolution,
too, the parties undertake to adopt all measures necessary to avoid any further aggravation of
the situation and to refrain from any initiative which may lead to further fighting and loss of life.
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In these circumstances, the Japanese representative’s observations, which are obviously to be
attributed to a feeling of scrupulous frankness deserving of our respect, merely strengthen our-

assurance that this resolution, which is going to be voted upon, will be faithfully and loyally -
executed in the spirit and in the letter, not only in all the general cases to which the Japanese -

representative’s explicit observations do not apply, but even in the cases to which they do apply,
since Japan will be bound by the resolution which she is going to accept in a moment, and will be
careful to apply even these exceptional measures in the spirit of our resolution.

The PRESIDENT. — As no one else wishes to speak, I will put the draft resolution to the vote,
The draft resolution was adopted unanimously.
The PreSIDENT. — The adoption of the Council’s resolution marks an important step, and, I

hope, a decisive one, towards the settlement of the dispute between China and Japan. .
In noting with satisfaction the vote which has just been taken and which, concurrently with

" the creation of a calmer frame of mind, should prepare the way for a complete solution of the

questions at issue, I cannot refrain, as President in Office of the Council, from subrp.itt%ng a few
general considerations which find their logical place at the conclusion of our investigations. )

The situation existing between China and Japan last September was brought before the
Council under Article 11 of the Covenant, Being called upon “ to take effectual action to safeguard
the peace of nations ”, according to the terms of this article, the Council did not attempt to evade
the ‘responsibility of seeking a settlement, although it realised the extreme complexity and
exceptional difficulty of the problem. On September 3oth, it unanimously adopted a resolution,
the full execution of which by the two parties was considered likely to restore between them “ the
good understanding upon which peace depends ”. . -

Since then, though there has not been “ resort to war ” within the meaning of Article 12
of the Covenant, there have unfortunately been “ acts of hostility ”. Nevertheless, as the parties
themselves offered to continue their loyal co-operation with the Council with a view to achieving
a friendly settlement, it was on the basis of Article 11 of the Covenant that we resumed the
study of this question at our last meeting, invoking also the application of the Pact of Paris,

In such a special case, we could not be expected to draw up a model settlement which could
serve as a precedent for the future. We had to attempt something at once more modest and
more difficalt. Article 11 of the Covenant, which requires a unanimous vote, including that of
the parties, obliged us to seek a solution on the lines of conciliation and compromise. This was
the view which we took of our task. Various texts were gradually drafted, were communicated
to the parties concerned and were re-examined in the light of the objections or reservations
which they put forward. In this way we progressed by slow and gradual stages and by successive
approximations until we reached the empirical solution which appeared to us to be the best
suited to the special case before us. While the Council fixed no time-limit for the complete
evacuation of the Japanese troops, it is none the less firmly convinced that the withdrawal of
those troops within the railway zone will be carried out as rapidly as possible, under the conditions
lajd down in the resolution of September 3oth last. , . .

The sending of a Commission of Enquiry to the spot will enable the Council to continue
its endeavours with a fuller knowledge of the facts and with due regard to all the factors of a
problem the solution of which was rendered particularly difficult by the inadequacy of our
information as to what was taking place in these distant lands. .

This problem, I repeat, is of a very special character, because of the exceptional nature
of the treaty or customary relations existing in normal times between the two countries, and
also because the political status of one of these countries is governed by the international
obligations of a Nine-Power Convention concluded at Washington in 1922, which it was not
within our competence to interpret here. .

If I lay stress upon the special character of the problem and on the reasons which led us
in dealing with it to proceed with particular caution, it is in order to make it perfectly clear
that the resolution which has just been adopted can in no way affect the doctrine of the Council
of the League of Nations. That doctrine, as regards the occupation of territory and the operation
of the articles of the Covenant, has been set forth in reports most carefully studied by distinguished
lawyers and statesmen; it has been given official sanction by Council resolutions, and it retains
its full force. .

Except in the case of an express stipulation in treaties in force, the Covenant of the League
of Nations does not authorise a State, however well founded its grievances against another State,
to seek redress by methods other than the pacific methods set forth in Article 12 of the Covenant.
For Members of the League that is a fundamental principle, in the same way as the “ scrupulous
respect for all treaty obligations ”, on which such stress has rightly been laid in the Preamble
to the Covenant. These two principles are of equal value. Any infringement of either lays a grave
responsibility on Members of the League. This responsibility was reaffirmed in the Pact of Paris,
whose signatories assumed or renewed the undertaking to resort to pacific means alone for the
settlement of international disputes. . L. )

I felt I ought to recall these principles at the conclusion of a discussion in which both the
Covenant and the Pact of Paris have been invoked. .

Having said this, I can now, with all the greater freedom, survey the first results which
have been obtained by our efforts. . . .

The war which threatened has been averted. Long-continued vigilance, patience and
tenacity have brought this about. The obstacles set in its way, slight though they were, have-
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at- least restricted and slowed down the movement of events and checked its initial impetus,
which presented the greatest danger to peace. ‘

Three months have thus been gained, and this is not only likely to bring about a calmer
frame of mind, to arouse piblic opinion throughout the world and thus to improve the psychological
conditions of peace, but has made it possible to create machinery for the local organisation of
peace. - With the full consent of the two parties, to whom such an agreement does-great credit,
a Commission of the League will shortly be setting out for China, and, even before that Commission

was set up, it was not a mere vain recognition of our role that both sides freely agreed that-

neutral observers should be sent to the spot by the Powers.

The communications of those observers who are in the actual zone of conflict will continue
to supply us with valuable information. It is not that I wish to regard that information as likely
to enlighten us on possible responsibilities, because I do not for a moment imagine that two
Members of the Council, after having entered here into a formal undertaking on the basis. of
Article 11 of the Covenant, could place themselves in the position of having to shoulder any such
responsibilities before world public opinion; but I think that, in a moment of tension, when facts
are apt to be distorted, it is rendering a great service to both the countries concerned to supply

. them with accurate information as to what is going on on both sides in.the occupied territories.

This information, obtained in an entirely impartial spirit, will always be carefully
examined by us, and it is our ardent hope that the information we receive will' be all that we
can desire. If the calmer atmosphere sought by the Council is to be created, it is essential that
no further incidents of any kind should take place. On November 26th, the two parties advised
us of the apprehensions which they felt owing to the situation in the Chinchow district.? We
thereupon took steps to avert the immediate danger thus brought to our notice and we remain
ready to take any special action if the necessity should occur again. The observers sent to that
area have noted, on the one hand, that the Japanese troops have been adequately withdrawn
and, on the Chinese side, that no movements or preparations of an offensive character were taking
place. The Council is therefore entitled to be confident that there will be no further hostilities
and that, even if there is no official delimitation of a demilitarised zone, the definite undertakings
which have been accepted on both sides will in any case suffice to prevent any further clash.

At this solemn moment when ‘we are concluding a contract of good faith and honour, turning
with emotion towards the representatives of China and Japan, may I say that I do not think
I should be doing justice to two great peoples, Members of the Council of the League of Nations,
if I did not state most emphatically, in my own name and in the name of my colleagues, that
we firmly believe that our hopes will be realised. .

I do not wish to conclude without thanking the Drafting Committee for the very valuable
help it has given us during this difficult session under the authoritative and skilful guidance
of Lord. Cecil, assisted by the wisdom and experience of the Secretary-General, Sir Eric
Drummond. :

Finally, it is my pleasant duty to thank the great Republic of the United States for having
assisted in the work of the Council of the League of Nations by means of parallel and incessant
activities within the limits which it has itself determined.

Lord CeciL. — The observations which we have just heard add one more to the many obligations
which the cause of peace and the League of Nations owe to our President, whom we all regard
with respect and, if I may say so, with affection.

I agree most fully with the conclusions at which our President has arrived and I only desire
to add a very few words to what he has said.

He has pointed out that the proceedings which have engaged the Council’s attention for the
last three months were initiated under Article 11 of the Covenant. Under that article the task
of the Council is not one of arbitration or decision, but of mediation and persuasion. Nothing
can be done under it except by the unanimous consent of all Members of the Council, including
the parties to the dispute. It is evident that procedure of that kind may easily be prolonged.
It is true that we reached a first stage of agreement at the end of September, but the agreement
we then arrived at proved insufficient to put an end to the dispute or even to the hostile measures
which have accompanied it. We have now arrived at a larger settlement, but the success of that,
too, must depend upon the parties. It is easy for either of them, if they desire to do so, to destroy
the work of conciliation on which we have been engaged. I am confident that that will not
happen. If it did, the party that so acted would bear a heavy load of responsibility before the
public opinion of the world.

I adhere most heartily to what our President has said as to the necessity for submitting
all international disputes to pacific settlement. In no case nowadays must a nation take the
law into its own hands. The substitution of reason for violence in the settlement of inter-
national disputes, the strict observance of international obligations, the promotion of friendship and
co-operation between nations—these are the chief objects for which the League of Nations was
brought into existence. It is therefore a matter for the heartiest congratulation that the parties
have agreed to the appointment of this Commission, which will be charged with investigating,

1 See Annex 1334, Sections XLIV and XLV,
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not only the actual questions that have here arisen, but the whole of the international relations o1 . . . e . ..
b:twgeg the pa‘itie(sl. It is a heavy task, but the commissioners, whoever they may be, will ]sapecml and particularly complicated case, without prejudice to certain views which may have
be assured of the sympathy and support of all men of goodwill throughout the world, including, ) een gxp:efsseczh mfthe course of the dispute. Hence, I do not consider that it can be taken as a
I doubt not, those who are nationals of the two parties to this difference. . precedent for the future. .
: - 111 sgoukti llkt{.) trzl §a(3l(,tllllowe\.ler, t{lat it v&iould gave been impossible for me to vote for the resolution
A ) . if it had not embodied the principle proclaimed by M. Briand at th i
M. DE MADARIAGA. — While I was listening to your statement, Mr. President, I thought that This principle is that the n{)ilitérg og:upation of tyhe territot;y ofa ii:rr‘r(llngf glflrtlgcaggu?gggggf :
perhaps only those who have seen you at work at close quarters during the last few months realise - be used by another Member of the League to impose direct negotiations on questions that are
your capacity to do something better than speak about the League of Nations—that is, to work- pending. "It is because this great principle has been safeguarded that I cannot oppose the

forit. .
.You have summed up our views about this matter so adequately that there really remains
very little for me to say.

. If during the past few days we have sometimes felt pessimistic in measuring the distance
which separated what we wished to happen, according to the spirit of the Covenant, from what was
actually happening, at other times we were consoled by the fact that the distance which separates
what we have done from what might have happened if there had been no League of Nations is
much greater still. -

We are far from having finished our work. This is only a first stage, but it is a very important
one, since it has been marked, as the British representative emphasised, by the setting up of a
Commission. The appointment of a Commission, especially by the League of Nations, is still
perhaps the surest guarantee we have to-day that difficulties will be settled in the fairest manner
and in the interests of peace. A Commission provides guarantees of knowledge and impartiality.
I am sure that all the Members of the Council have every confidence that the President and the
Secretary-General will see to it that this Commission faithfully reflects that spirit of impartiality and
knowledge which must be the best guarantee of the League’s work.

In conclusion, I should like to say that this conflict, which still exists and may exist for some
little time yet, because it is a very difficult one and is the outcome of extremely complex circum-
stances, has proved to us the necessity of recasting as quickly as possible the methods available
for dealing with all international difficulties. It is essential that these methods should be made
internationally pure, and that such matters should be approached in an impartial spirit and not
only with a view to setting up an international equilibrium. They must be approached, not only
with the desire to settle the immediate conflict, but, what is still more important, to prevent
disputes in the future.

resolution which has been adopted.

I cannot conclude without again expressing, asa member of the Council, my feelings of profound
sympathy for the two great nations—China and Japan—and without expressing a wish for the
re-qstabhshment of normal relations between them as soon as possible, and for the promotion of
their common interests and of peace and order, ‘which are of equal concern to the countries of

. every continent. :

M. voN Mutius. — Mr. President, I desire to associate myself with your remarks a few
moments ago when you expressed the Council’s satisfaction at having been able to bring about a
certain measure of agreement between China and Japan. The resolution which we have adopted
can hardly meet all the conflicting desires of the two parties. We can, nevertheless, congratulate
ourselves on having found, without drawing upon all the resources at the League’s disposal, a
solution which, while respecting the principles of the two parties, is likely to avert the danéer
which this dispute entails for the peace of the world. The pacific settlement of disputes is and must
remain the principal task of the League of Nations. I am grateful to the President of the Council
and my other colleagues for having emphasised this so strongly. Germany is particularly interested
in the maintenance of this principle. I hope that the work which has been begun to-day will only
be a fifst step towards the final settlement of an incident which has caused so much anxiety. Our
colleagues from China and Japan can count upon our support in reaching that settlement.

I do not wish to conclude, Mr. President, without expressing our gratitude for the skilful
gnzul;ne.r in which you have conducted our debates and for the hospitable welcome we have received
in Paris. :

.M. DE CHLAPOWSKI. — Having voted, on behalf of the Polish Government, for the resolution
which' has been laid before us, I should like to express the ardent hope that the solution accepted
by the two parties will contribute towards the restoration of normal relations and good under-
standing between those two great nations in the Far East—China and Japan. ’

I would refer you to the statement made by the Polish Foreign Minister at the meeting on
November 21st and to the observations of the President, and I will confine myself to emphasising
once more the extremely complicated and very special character of the conflict we are dealing
with, which has obliged the Council to adopt a very exceptional procedure and very exceptional
methods in carrying out the task devolving upon it under Article 11 of the Covenant.

_The Polish Government is convinced that the patient work of the Council during this long
session has brought about a relaxation of the prevailing tension and has prevented the aggravation
of a conflict which, without the League’s intervention, might have assumed proportions much
more dangerous to international relations.

I cannot conclude without expressing my admiration for the untiring efforts made by M. Briand

~ as President of the Council, in the last few weeks in order to reach a solution acceptable to thé
parties concerned and a settlement of a matter of such high importance to the maintenance of
peace in the Far East.

T

M. Matos. — I feel it my duty to submit very respectfully on this occasion a few observations
concerning the serious incident which has momentarily disturbed the friendship and harmony
between two great countries for whom we all have the greatest liking and respect.

As has been said on many occasions, the Council of the League of Nations had to intervene
in this dispute on the basis of Article 11 of the Covenant, and I need not dwell on the fact that
this has been one of the most difficult cases ever brought before the Council, owing to the special
conditions in which it has arisen, the circumstances in which events have taken place, and the
extreme complexity of the incidents which have resulted.

In conversations and private meetings between the members of the Council, I have had an
opportunity of expressing with full frankness and sincerity the misgivings and apprehensions with
which, as the representative of a small State, I watched the unfortunate events which separated
the parties. I was and am seriously anxious that the principles of international law should be
safeguarded.

It is obvious that, according to existing treaties, it is inadmissible that disputes arising between
States, whatever their nature or origin, should be settled by other than pacific means. ~Nor is
it admissible that the respect for and execution of treaties between States can depend upon the
will of one of the parties. Such methods would be completely destructive of the international
order, and hence of the maintenance of peace.

In particular, the resort to measures of coercion for the recovery of contractual debts is
contrary to the principles of the Porter resolution adopted by the Hague Conference of 1907.
Although the protection of the lives and property of nationals abroad is a generally recognised
obligation, it appears to me that the fulfilment of that obligation must be subordinated to respect

for the fundamental rights of States. That duty of protection must be discharged, moreover, in
harmony with the spirit underlying the new infernational organisations which have been set up
to secure the peaceful settlement of disputes between States in all circumstances.

I therefore think that I should be failing in my duty if on this occasion I observed a silence
which might seem to imply an acceptance or endorsement, on my part, of views which I should
regard as contrary to the principles and aspirations of the countries of America. There is a
further and, from my point of view, essential justification for this attitude, since the defence of the
principles which should prevail in international relations tends to consolidate the authority and

M. GonzaLEz-PRADA. — Like my colleagues, I am highly gratified at the Council’s adoption
of a resolution which we must hope will be effective in maintaining peace. 'But I should like to
add a few words with regard to certain points of doctrine which I cannot pass over in silence.

We are obliged to recognise that the Council is faced with a problem of an entir i
character, both from the point of view of international law and frompthat of the event;ltﬁle};nssgfggl
But, if these exceptional circumstances seem to have led us away—in a manner which I hope is
-also exceptional—from certain fundamental principles of international law, I think it my duty
as representative of Peru to make certain statements in order to avoid any possible misunderstanding
as to the bearings of the Council’s resolution and the President’s statement from the point of view
of doctrine, and as to their repercussions outside Europe.

Nothing in the text to which I have given my approval in order not to raise any obstacle to
the pacific settlement of a dispute, must be interpreted as affecting certain principles without
which the existence and the rights of weak countries would not have that security which makes
force unnecessary, this being the main purpose pursued by the Covenant of the League.

I

k
|

prestige of the League of Nations, in which the weak countries put their trust, and through the Some of these principles are as follows:
normal operation of which these countries hope that, by a continuous process of evolution, the cause :
of law, justice and solidarity between the members of the community of nations will triumph. (r) No State has the right to effect the military occupation of the territory of another in
I should like to say definitely that, when I voted for the resolution adopted and accepted order to ensure the execution of certain treaties;
by the parties, I did so in the spirit which is reflected in the words of our distinguished President. (2) No State is entitled to obli th P . . .
' . A - A s ge another—having invaded its territory—to ent
T must also lay stress on the fact that, in my opinion, this resolution is designed to settle a very negotiations on the bearing and legal value of treaties i‘)reviously existingo’tl;%’twe%n tlfé aggns?;;zgf
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(3) The exercise of the right possessed by each State to ensure the protection of the lives and
property of its nationals must be limited by respect for the sovereignty of the other State; no
State being entitled, in order to provide such protection, to authorise its military forces to penetrate
into the territory of the other for the purpose of carrying out police operations; "

(4) The fact that a State has certain rights, claims, economic concessions, etc., in regard to
another State does not entitle the former to effect the military occupation of the territory or to
seize the property of the debtor State. Any recovery of debts by compulsion is illicit, in accordance
with the principles accepted by the Second Peace Conference (The Hague, 1907). o

Even if the measures which have been accepted by the two parties concerned, and which we

. have adopted exceptionally in the special case of Manchuria, may be justifiable for the immediate
- purpose of averting war, they must in no case be interpreted as implying a renunciation of the

principles of international law which have reference to the defence of the rights and interests of
weak countries and which constitute the main safeguard of their independence.

1t is for these reasons that I desire to inform my colleagues of the spirit in which I have given
my approval to the resolution we have adopted, and how anxious I am to satisfy myself that the
principles on which the Covenant is based remain intact.

M. GARAY. — Before reading my written statement I should like to thank you, Mr. President,
most warmly for your constant efforts in the cause of peace and international conciliation. The
task which has confronted you has been so difficult and so complicated, as you have yourself
said, that your energy, your devotion to the cause of peace and your great intellectual qualities
could hardly have found a greater and more worthy problem to engage them.

I should also like to thank the Chairman and the members of the Drafting Committee for
their excellent work, which we highly appreciate. I would merely say one word regarding
our distinguished Secretary-General, Sir Eric Drummond—he is beyond all praise.

- The Council, which is a political organ of the League of Nations, having had to face an
exceptionally grave and complicated situation with very limited means at its disposal, has, after
long and strenuous efforts, been able to draw up the text of a resolution capable of unanimous
?cceptance, without which no decision taken under Article 11 of the Covenant can have executive
orce.

This resolution constitutes a compromise between the extréme claims of the parties, and
has been accepted by the latter; so that it is purely practical in character and cannot be invoked
later as a precedent. The Council is unanimous on this point, which it is hardly necessary to
empbhasise.

But, owing to the fact that policy creates its own law according to the influence exerted
by interests and circumstances, and sometimes departs from the principles of pure doctrine, we,
who represent nations without material interests in the areas affected and whose only desire

any ambiguity so far as we are concerned by reasserting on this occasion the traditional attitude
of the countries which we represent towards certain important principles of international law
which the events of the last few months have brought into prominence.

One of these principles is that of intervention, or rather of non-intervention.

We recognise the League’s right to intervene among its Members to ensure world peace
and to preserve their territorial integrity or political independence, in conformity with the relevant
articles of the Covenant. On the other hand, a State’s intervention in the affairs or territory
of another with whom it is at peace must in our opinion be confined strictly to the-limits and
conditions laid down in the treaties between the parties.

We are far from denying the right of any State to safeguard the lives and property of its
nationals residing abroad, but we do not regard this right as absolute, and it ends as soon as it
begins to encroach upon the sovereign rights of a foreign State, rights which cannot be disregarded.
The Republics of America have in their laws set up the principle of equality between nationals
and foreigners; but they have refused to grant foreigners a preferential treatment or a superior
status, which would be derogatory to the national dignity and would destroy the legal equality
which is the basis of the international community.

We have very opporturiely been reminded of the Porter proposal approved in 1go7 at The

‘Hague by the nations represented at the Second Peace Conference. This proposal, which allows

resort to force for the recovery of contractual debts between Governments only when the debtor
State refuses arbitration, or makes it impossible to draw up a special arbitration agreement,
or does not comply with the award given, embodies a principle which is now universally recognised
as forming part of international law. I would add that the Porter proposal was in its turn based
on the Drago doctrine, which expressed the strong aspirations of: the Latin-American group at
the Conference. The Drago doctrine, which declares that it is not allowable to use compulsion for
the recovery of the public debts of States in géneral, together with the older Calvo proposal, which
condemns intervention, even by diplomatic means, to support private claims of a pecuniary
nature, are characteristic elements of what is sometimes termed Latin-American international law.

0145

in the present conflict is to safeguard the ideal of peace, law and justice, feel it necessary to dispel -
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‘We therefore have a heritage of legal principles, general aspirations and international traditions
which we have to take into account in considering these grave questions from our own standpoirit;
and I think it is a mere matter of straightforwardness that I should set forth these views and
considerations here. ‘ -

In our view, the intention of the Covenant in substituting peaceful and reasonable means
of settlement for resort to force was to deprive the signatory nations of the dangerous right of
taking the law into their own hands. Hence we should view with the greatest anxiety any
return in international life to methods of force departing from the procedure of conciliation,
arbitration, judicial settlement and mediation laid down as compulsory in the Covenant. ..

Subject to the above remarks, and expressing my most ardent hopes for the solution of the
dispute which has arisen between two of the original Members of the League, who are at the same
time very respected Members of the Council, I gladly accept on behalf of my Government the
resolution which we have approved. :

M. SzE. — Reference has been made to the special character of the question beforeus. I'should

. like to say that China cannot be expected to admit that the operation of treaties, covenants and

accepted principles of international law stops at the border of Manchuria.

With regard to your reference to Chinchow, I beg to say that the conditions round the Chinchow
region are normal; there are no movements of Chinese troops, no increase of troops or preparations
for any attack against the positions at present occupied by the Japanese troops. The foregoing
has been confirmed by all the neutral observers. I can assure the Council that the Chinese
Government does not contemplate any change in its present policy.

1 wish also to join with the previous speakers in expressing to you my warmest sentiments
of respect and high esteem, and I also wish to avail myself of this opportunity to express my thanks
for the courtesy and hospitality of your great country towards my delegation.

{The Council went into private meeting.)

2966. Expexiditure resulting from the Summoning of the Council in Paris: Gift from the
French Government.

M. Martos presented the following report®:

"« The Members of the Council will have seen the two notes by the Secretary-General
(documents C.871.1931.X and C.967.1931.X) 2 jnforming the Council of the contribution made by
the French Government towards the supplementary expenses involved in the holding of the
present meetings in Paris.

“ By the Financial Regulations, it is necessary that the acceptance of gifts to the League be
approved by the Council. I am sure all my colleagues will join with me in thanking the Govern-
ment of the French Republic for its generous gift, which I hereby propose that the Council
accept.”

M. YosmizAwA. — As representative of Japan—that is, as representative of a party to the
present dispute—I should like to express my most sincere thanks for this very generous gift from
the French Government.

The conclusions of the report were adopted.

2967. Close of the Session.

The PRESIDENT. — The Council’s task is thus at an end. I should like to ask those of my
colleagues who have been good enough to serve on the Drafting Committee to remain a few days
longer in Paris in order not to leave their President alone to deal with a situation which still needs
to be examined.

Lord Cecir. — I am obliged to return to England to-morrow afternoon, otherwise I should
have been glad to give any assistance I could; but I have spoken to the British Ambassador
here, who will be pleased to take my place. - :

The PRESIDENT. — It now remains for me to thank you sincerely for having assisted me in
my task in such a way as to earn me praise, a large share of which falls to you.

I declare the sixty-fifth session of the Council closed.

t Document C.968.1931.X. L
2 See Annex 1334, Section XLVI, Communications Nos. 3 and 4.
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INTRODUCTION.

. The Fiscal Committee has the honour to submit to the Council the following report on the
work of its third session, held at Geneva from May zgth to June 6th,1931.
" The following members of the Committee were present:

Professor Dr. Herbert DoRrN, Chairman, :
Professor Th. S. Apams, assisted by M. ALvorp and Mr. Rvan,
M. Birav, . :
Dr. Gino BOLAFFI,

M. BORDUGE, - :

Professor Dr. FLORES DE LEMUS, assisted by Professor VINVALES, .
Dr. MANTZAVINOS, assisted by M. SBAROUNIS, . :

Dr. SINNINGHE DAMSTE,

Sir Percy THompson, K.B.E., C.B.

For the question of the plurilateral convention :
Mr. W. D. Carey, corresponding member of the Irish Free State.

. Representing the International Chamber of Commerce:
M. R. JULLIARD.

I

EXAMINATION OF INTERNATIONAL CONVENTIONS RECENTLY CONCLUDED AND MuNICIPAL LAwsS
RECENTLY ENACTED FOR THE PREVENTION OF DOUBLE TAXATION AND Tax EvasioN.

On June 16th, 1930, France and Italy concluded a Convention for the avoidance of double
taxation and the settlement of other fiscal questions (Collection of Agreements, Volume III,
page 24). This Convention is based on the division of taxes into impersonal and personal taxes,
the former being attributed in principle to the country of origin and the latter to the country of
domicil. It contains the provisions of draft Convention Ia of 1928, more or less modified, but the
modifications do not appear to change the general tendency of Draft Ia. Article 11, however, -
while reserving to each State the right to tax capital invested in the other State by its nationals, -
requires them to deduct in advance from the tax that levied by the debtor’s country under the
generalrule. Articles 16-19 are concerned with tax evasion; the two States undertake to exchange
information regarding the application of taxes on income, in accordance with Draft III of 1928.
With reference to assistance in the collection of taxes, the two States undertake to consider the
possibility (Article 19, paragraph 2). :

A Convention of a general nature has lately (March 16th, 1931) been concluded between Finland
and Sweden. It concerns all direct taxes imposed on income (net or gross) or property. No
distinction is drawn between impersonal and personal taxes. In principle the taxes referred to
will be collected by the country of the taxpayer’s domicil. The exceptions in favour of the country
of origin correspond to those in Article 2z, paragraph 1 (therefore not including income from
mortgages), and Articles 5 and 7 of draft Convention Ia. Article 10 reserves to the country of
domicil the right to graduate the tax on the basis of the total income, including income taxable
in the other country. In principle the Convention applies only to the nationals of the two
countries; but in any particular case the competent authorities may extend it to others, and more
especially to nationals of countries which have concluded Conventions for the avoidance of double
taxation with the two States in question (Final Protocol, paragraph 1). . .

Mention must next be made of a Convention, of May 16th, 1931, between France and Belgium.
This Convention relates to direct impersonal taxes and to certain registration fees. As far as
concerns impersonal taxes, the Convention is based on the ideas embodied in Article 2, paragraph 1,
and Articles 3, 4, 6, 7, 8 and g of draft Convention Ia of 1928. There is a special clause (Article 6)
dealing with income from transferable securities, for which, in view of the peculiar provisions of
the national legislation, a kind of deduction in advance is allowed. This is also the case in regard
to the application of French law to Belgian companies liable for the tax on income derived from
capital (Article 8). ' ’

Article 13 deals with the reduction of registration fees due by a company on account of the
registration of an establishment in the other country. Article 16 provides for mutual assistance
in the collection of taxes, on the lines of draft Convention IV of 1928. :

In the matter of maritime shipping, agreements—all on the lines of Article 5, paragraph 4,
of draft Convention Iz—have been concluded between Belgium and Denmark (August 11th, 1930,
Collection, Volume II1, page 32); Belgium and Ecuador (May 2nd, 1929, loc. cit., page 33); Belgium
and Finland (August oth, 1930, loc. cit., page 34); Belgium and France (October 7th, 1929, loc. cit.,”
page 35); Belgium and Iceland (August 1xth, 1930, loc. cit., page 36) ; Belgium and Norway
(July 2znd, 1930, loc. cit., page 37); Belgium and Sweden (July 22nd, 1930, loc. cit., page 38);
Canada and Denmark (June 18th, 1929, Exchange of Notes, loc. cit., page 41); France and Norway
(June 2nd, 1930, Exchange of Notes, loc. cif., page 52) ; France and the Netherlands (February 15th--
28th, 1930, Exchange of Notes, loc. cit., page 54); Canada and Norway (May 2nd, 1929, Exchange
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of Notes) ; Denmark ‘and the Netherlands (November 8th, 1930); the Irish Free State and Norway
(October 21st, 1930) ; the United States of America and Spain (April 16th, 1930, Exchange of Notes)
Denmark and Finland (January Izth, 1931, Exchange of Notes); the United States of America

Exchange of Notes).

With regard to exemption from taxes on road traffic, mention should ﬁl:St l?e made of the
International Convention concluded at Geneva in March 1931, which is dealt with in paragraph V
of this report. ’ -

Various agreements have also been concluded upon this subject—between Norway and the
Netherlands (October gth, 1930) and between Belgium and the Netherlands (March 16th, 1931),
both completely exempting foreign motor vehicles; between Denmark and the Netherlands
(Collection, Volume III, page 76) and between Danzig and Germany (Collection, Volume III,
page 76), these two providing only temporary exemption.

In the matter of municipal laws we may first mention a Swedish Royal Decree of 1928 whereby
His Majesty may conclude conventions, or issue, subject to reciprocity, unilateral regulations for
the prevention of double taxation on income and property (Collection, Volume III, page 73); a
Swedish Law of September 28th, 1928, relating to communal income taxes (Collection, Volume III,
page 74); there is also the Netherlands Law of June 14th, 1930 (Collection, Volume 111, page 66),
whereby very wide powers are reserved to the Crown and the Minister of Finance to remedy double
taxation either by treaty or by unilateral enactment, and (see Article 3) not necessarily on condition
of reciprocity. This law repealed a law of 1920 (Collection, Volume 1, page 201), which was based
on the same principles but covered fewer taxes (for instance, it did not apply to succession duties).

Lastly, there is a Yugoslav Law of February 8th, 1928, which exempts various classés of income
(for instance, the income of companies) from income tax, when the taxpayer can prove that he pays
a direct tax on the same income in another country. .

The foregoing examination shows that the evil of double taxation is continuing to diminish.
It should be noted in particular that, in the sphere of maritime navigation, very favourable results
have again been obtained. '

The Fiscal Committee expresses the hope that the idea of the necessity of international fiscal
conventions once brought into existence will make increasing progress. The rapid and effective
procedure which led to the International Convention of March 1931 on the taxation of foreign
motor vehicles seems to it of happy augury in this respect.

II.

PoSSIBILITY OF FRAMING PLURILATERAL CONVENTIONS FOR THE AVOIDANCE OF DOUBLE
TaxATION OF CERTAIN CATEGORIES OF INCOME.

In the report on the proceedings of its previous session the Fiscal Committee laid down certain
principles on which an endeavour might be made to obtain the approval of a large number of
countries with a view to a plurilateral convention (document C.340.M.140.1930.I1.Chapter V).

It added, in order to make its point of view quite clear, that *“ the adoption of a plurilateral
convention on the lines proposed would not completely prevent double taxation as between the
contracting parties even in regard to the classes of income enumerated; but it would appreciably
encourage the tendency to reduce double taxation by uniform legislation—a method which was
obviously superior in important respects to that of decreasing double taxation by bilateral
conventions . :

The Fiscal Committee appointed a Sub-Committee, consisting of Dr. SINNINGHE DamsTE
(Chairman), Dr. BOLAFFI, Mr. CAREY and M. CLAVIER, to submit at the Committee’s next session
a draft plurilateral Convention based on the proposals mentioned above. The Sub-Committee
drew up on this basis a draft, which is reproduced below in Appendix I, at the same time as a
report which indicates its attitude on the questions put to it by the Fiscal Committee.

At its present session the Fiscal Committee resumed the examination of the questions raised
at its second session and of the draft and report of its Sub-Committee.

The Fiscal Committee unanimously agreed that the Sub-Committee’s proposals, with the
amendments made by the Committee (Draft A reproduced in Appendix II), might be taken
as a basis for a plurifateral convention for the avoidance of double taxation as between certain
countries; but it also noted ‘that these proposals could not at present be accepted by other
countries because the clauses of Draft A settled the position of both residents and non-residents,
with the object of entirely preventing double taxation for both, so far as concerns the classes
of income contemplated in the draft—an arrangement which would impose upon Governments,
in respect of their own residents, obligations which they are not prepared to assume.

An attempt was made to find another solution which would enable these countries to
accede to a type of plurilateral convention which would settle the position of non-residents only,
leaving double taxation in existence to a certain extent. During the session a draft Convention
(Draft B, see Appendix III) was drawn up on these lines.
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The idea was also expressed that the text of the Draft Ia prepared by the Government experts
in 1928, which has already permitted of the conclusion of nimerous bilateral Conventions, might
provide a useful basis for the elaboration of a plurilateral Convention between certain countries
which may regard it as essential to make a distinction between impersonal and personal taxes.

" Both new proposals (Drafts A and ‘B) weré discussed in the Committee. In view of the
outcome of the discussion, the Committee does not feel that it can reach a final decision at present.
It seems necessary to reconsider whether there is any real possibility of an adequate number
of accessions to either or both of these two types of convention.

In so doing, the Committee had in mind the responsibility it would assume in recommending
a type of plurilateral convention, having regard to all the difficulties that have come to light in
the course of the development of the question in the Fiscal Committee. ) o

As long ago as 1922 four economists, M. Bruins, M. Einaudi, M. Seligman and Sir Josiah Stamp,
were asked to investigate the possibility of a plurilateral convention in the following terms:

“ Can any general principles be formulated as the basis for an international convention
to remove the evil consequences of double taxation, or should conventions be made between
particular countries, limited to their own immediate requirements ? In the latter alternative,
can such particular conventions be so framed as to be capable ultimately of being embodiedina
general convention ? ” (See document F.1g, Introduction.) : o

In 1927 the Committee of technical experts expressed its opinion on the question of a pluri-
lattfzr# convention. This opinion is embodied in their final report (document C.216.M.85.1927.1L.)
as follows:

“ A question discussed at great length by the Committee was, whether the Conventions
should be collective, that is, signed by as many States as possible, or whether they should
be merely bilateral. .

“ Tt would certainly be desirable that the States should conclude collective conventions,
or even a single convention embodying all the others. Nevertheless, the Committee did
not feel justified in recommending the adoption of this course. In the matter of double
taxation in particular, the fiscal systems of the various countries are so fundamentally different
that it seems at present practically impossible to draft a collective convention, unless it were
worded in such general terms as to be of no practical value.

“ For this reason, the Committee preferred to draw up standard bilateral conventions.
If these texts are used by Governments in concluding such conventions, a certain measure
of uniformity will be introduced in international fiscal law and, at a later stage of the evolution
of that law, a system of general conventions may be established which will make possible the
unification and codification of the rules previously laid down.”

The same ideas are to be found in the report submitted by the General Meeting of Government
Experts (document C.562.M.178.1928.11). )

These were the conditions under which the experts succeeded in framing three different types
of bilateral conventions.

The Fiscal Committee has since taken cognisance of a resolution of the International Chamber
of Commerce, emphasising the desirability of concluding a general or plurilateral convention for
the avoidance of international double taxation, even if this convention had to be confined to
certain special points. . .

Notwithstanding the difficulties indicated above, the Fiscal Committee endeavoured to find
a solution for the problem of a plurilateral convention. At the same time it realised the necessity
of making a thorough examination, so as to rémove, as far as possible, any remaining doubts and
to permit of the framing of draft plurilateral conventions which should be acceptable at all events

As regards the two drafts referred to above, the essential ideas of the first are to be found in the
Sub-Committee’s report reproduced in Appendix I. Certain changes have been made, however, in
the Sub-Committee’s draft, chiefly with the object of making it quite clear that the exemptions
provided for in the convention are compulsory. With reference to the essential ideas of the second,
r.lhefCommittee desires to reproduce below the views of those of its members who proposed this

raft.

It is conceded by all that exemptions of the type provided for in Draft A are of a nature
to avoid double taxation altogether. In form, Drait B is in the main intended to protect the
residents of each of the contracting States from certain aspects of double taxation by enumerating
and defining particular categories of income in respect of which these persons are to be immune
from taxation in the country of origin while leaving other categories of income unaffected by
the convention. Nevertheless, its authors consider that this Draft B is of greater practical
importance and has a wider scope. - The supporters of this draft consider that, when a country
has, by signing a convention such as is found in that draft, secured for its residents relief from
double taxation in regard to certain categories of income by limiting the right of foreign countries
to tax its residents, that country will be more inclined to grant such relief to its own residents
as will render them immune from double taxation in respect of other categories of income.

(N
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Further, a preliminary condition of Draft B is agreement on the definite objects and on the
Yimits of faxation at source or at origin, before deciding upon the exemption or relief measures

necessary to be taken by any given country in order to protect its residents against all forms

of double taxation. . ~ .
..i. Lastly, Draft B, in Article 1, lays down in principle that the maximum relief granted to
residents who are nationals shall also be granted to foreign residents where these are nationals
of a contracting State. ‘

The Committee is of the opinion that the proposals contained in this report may be used in the
following manner. _

A certain number of countries would be able to accept the first draft, others the second, others
again Model Convention Iz of 1928. Even if the proposals led to no other result, it would be a step
in the direction of avoiding double taxation. There is some hope, however, that certain countries
will be able to sign two plurilateral conventions of different types simultaneously. In this way
double taxation will be eliminated to an increasing extent, even though a single plurilateral
convention may appear impracticable at present. :

In order to ascertain whether such possibilities exist, and how. great they may be, the Fiscal
Committee in forwarding thisreport and its appendices to all the members of the Committee, requests
them to state whether they can accept one of the drafts referred to above, or two drafts of different
types, and, if not, to offer observations supported by any amendments which might enable them
to accept.

Although the question does not appear to it sufficiently ripe to warrant Government
consultation, the Committee proposes that the present report be communicated to Governments
for information. N

III1.

FiscAL CLAUSES TO BE INSERTED IN THE DRAFT CONVENTION ON THE TREATMENT
OF FOREIGNERS.

. The Final Protocol of the First International Conference on the Treatment of Foreigners
signed in Paris on December 5th, 1929, laying down the procedure for the preparation of the next
Conference provides that, after having collected the observations and suggestionis of Governments,
the Secretariat shall ask the opinion of the advisory bodies of the League of Nations. The Fiscal
Committee was thus called upon to give an opinion on the various questions coming within its
competence. :

- Of the fiscal clauses to be found in the draft discussed in 1929, the majority were of a general
fiscal character (e.g., equality of treatment for foreigners and of the goods of the contracting parties),
while others, such as those to be found in former Article 13 were designed to prevent double taxation.

‘As regards the first-named category, the Fiscal Committee has appointed to examine the
clauses in question a Sub-Committee composed of: M. BORDUGE, Chairman; M. BLAU,
Dr. BoLAFFI, Professor FLORES DE LEMUS, Sir Percy THOMPSON.

This Sub-Committee will be asked to give, on behalf of the Fiscal Committee, the opinion
mentioned in the aforesaid protocol.

As regards the clauses designed to prevent double taxation, the Committee felt that they
raised one of the most important questions that it had had to examine in connection with the framing
of the plurilateral Convention—namely, the taxation of branches of foreign undertakings. The
discussions which took place on this point showed, as already mentioned, that it was at present
impossible to reach agreement in the matter. Such being the case, the Fiscal Committee thought
that it would be inexpedient to insert in the future international Convention on the Treatment
of Foreigners 2 clause similar to that of the old Article 13 of the Economic Committee’s original
draft. ’ "

IV.
ENQUIRY INTO THE APPORTIONMENT OF PROFITS.

* At its last session the Fiscal Committee made certain recommendations concerning the employ-
ment of the fund of $go,000 from the Rockefeller Foundation. It urged, in particular, that this
fund should be used in the first place for the study of the question of the apportionment of profits,
and it appointed a Sub-Committee to conduct the enquiry to be undertaken for this purpose and
to take the necessary executive action. ) :

The Sub-Committee entrusted this énquiry to Dr. Mitchell B. Carroll, a former Legal Adviser
to the Treasury Department at Washington, who had been connected for some years with the work
of the Government experts and the Fiscal Committee as assistant to Professor Adams. . It was
decided that Mr. Carroll should carry out enquiries on the spot in different countries before
formulating genéral conclusions. The enquiry was begun in the five following countries: France,
Gérmany, Great Britain; Spain and the United States: In each of these countries a special report
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was drawn up under Mr. Carroll’s direction by one or.more assistant experts, usually selected from
the fiscal administration of that country. These reports start with a general survey of the fiscal
laws applicable to the profits from undertakings in the countries in question, and this is followed by
more definite replies to a questionnaire drawn up by the Secretariat.

Mr. Carroll has supplemented this work by a general report, in which he has endeavoured

to indicate the principal rules of apportionment employed in those five countries; but he considered
it impossible at this stage of the enquiry to reach final conclusions.

The Sub-Committee decided that the five reports, which constitute an important contribution
to the enquiries relating to double taxation, should be published together with Mr. Carroll’s
report, which would serve as an introduction. It was also decided that the enquiry should be
extended to other European and oversea countries, so ds to cover the countries of greatest economic
importance, or those whose legislation in the matter of apportionment presents special character-

istics. The other countries will also be asked to furnish detailed information. :

There is hence reason to hope that, before the Fiscal Committee’s next session, Mr. Carroll
will have collected the necessary data to enable him to formulate conclusions.

V.
FiscAL REGIME APPLICABLE TO FOREIGN MOTOR VEHICLES.

The Fiscal Committee has noted with satisfaction the results obtained in regard to double
taxation by the European Conference on Road Traffic which was held in Geneva, from March 16th
to 3oth, 1931. The Convention on the Taxation of Foreign Vehicles, as adopted by the
Conference and signed by numerous States, reproduces, almost as it stands, the text prepared
with the co-operation of the Fiscal Committee. .

This Convention applies to motor touring-vehicles, to the exclusion of hired vehicles and
taxi-cabs, which were also covered by the original draft. For vehicles travelling in countries
other than that in which they were registered, it provides an exemption of ninety days per'annum
in each of those countries. For this purpose, a fiscal. permit is being created which,’like the
triptych and the Customs passbook, will become an essential document for the international
circulation of vehicles. .

VI.

TAXATION OF INSTRUMENTS OF INTERNATIONAL COMMERCE (BiLLs OF EXCHANGE,
ProMIssORY NOTES, CHEQUES, BILLS OF LADING, ETC.). '

The International Conference for the Unification of Laws on Bills of Exchange, Promissory
Notes and Cheques, which held its second session, devoted to the question of cheques, in March 1931,
informed the Fiscal Committee that the following recommendation had been submitted by the
International Chamber of Commerce:

“ Promissory notes, bills of exchange, cheques and bills of lading should be made the
subject of conventions to the effect that taxes should be collected on those documents only
in one country, either that of issue or that of performance (payment in the case of bills of
exchange and cheques, destination in the case of bills of lading).

" “ The apportionment or allocation of charges on a flat basis might, in particular cases,
also be considered. ” '

The Conference fully approved this recommendation and added that, having been informed
that certain countries did not collect any tax on bills of exchange and cheques, it considered that
the generalisation of this practice was highly desirable with a view to promoting and increasing
the use of bills of exchange and cheques, and it adopted a recommendation to this effect.

The Fiscal Committee, being desirous of ascertaining whether fiscal charges (imposts, taxes,
stamp duties, etc.) on the international instruments of commerce mentioned above may, owing to

_the superposition of national charges, be to some extént an impediment to the free operation of

commercial exchanges, decided to undertake the study of this problem. It accordingly drew up a
questionnaire, which will be sent by the Secretariat to all its regular and corresponding members.

Tt also appointed a Sub-Committee, consisting of M. BrLau (Chairman), Professor ADAMS,

M. BorDUGE, Professor FLoRES DE LEMUS and M. MANTZAVINOS, to collate the replies to this
questionnaire and submit a report to the Committee at its next session. The International Chamber
of Commerce will also be consulted. .

.
g
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»

DoUBLE TAXATION IN REGARD TO THE TURNOVER TAX.
, _ DRAFT RESOLUTION PROPOSED BY SIR PERCY THOMPSON.

At theJgeneral meeting of Government experts held at Geneva in 1928, the point was raised :
whether measures designed to prevent double taxation should not also be extended to the turnover
tax. A suggestion to that effect has since been made by the Intc_arnational Chamber of Commerce. Thompson, the discussion of which was postponed until the present session.

- A first exchange of views on this problem took place in the Fiscal Committee, which considered ; In the meantime Sir Percy Thompson had made certain changes in the wording of his resolution,
that it presented-a different aspect according to whether the turnover tax was levied directly on the . the final text of which reads as follows:

income of the taxpayers or on the movement of goods or capital. The Committee decided : .

to investigate the question and drew up for this purpose a questionnaire which will be sent by the
Secretariat to all its regulat and corresponding members.

V At the Fiscal Committee’s second session a draft resolution was submitted by Sir Percy

“ That the prevalent view that a certain economic result—viz., the creation of an artificial

: . . . . : 1 barrier which impedes the free flow of capital into the channels in which it can be most

- f N P ; P =8 . 102

g, e Su-Committce appointed to cxamine the dvestion of 1Y SCEn D, sy been usefully and profitably employed—is produced by doutle tazation is fallacious; that origin

enumerated. has been asked to collate the replies to this questionnaire and submit a report to the : taxation is solely responsible for this economic result which would remain unaffected if all

Fiscal Committee at its next session. The International Chamber of Commerce will also be taxes dbtased on residence were everywhere abolished and in consequence double taxation
. ceased to exist.”

consulted. : .

The Committee noted the very interesting explanations furnished by Sir Percy Thompson.
VIIL. H It considered that the question as expounded presented, in addition to a highly practical side,

: other aspects which fell rather within the field of theoretical economics. The Comrnittee therefore
thought it necessary that fuller preparation should be made for the discussion than was possible
at the time. Sir Percy Thompson was accordingly requested to be good enough to submit to his

. . X . X colleagues a written statement setting forth the reasons which he had already given them verbally,
The Joint Committee on the question of Customs and Fiscal Duties on Newspapers and to enable the members of the Committee to go more fully into the matter and be ready to discuss
Periodicals, ‘to which the Fiscal Committee had delegated several of its members, held a first it at a later session. :
meeting on June 3rd, 1931, under the Chairmanship of M. BLau, who submitted a report to the 3
Fiscal Committee. i :
The Joint Committee found that the existing documentary material was inadequate and .
decided that the Secretariat of the Communications and Transit Organisation should send to the ’ XII.
Governments, invited to the European Conference on the Transport of Newspapers and Periodicals

held at Geneva from November 25th to 29th, 1929, a full and detailed questionnaire dealing

CusToMms AND FiscAL DUTIES ON NEWSPAPERS AND PERIODICALS.

with all duties, fees and taxes of every kind imposed on newspapers and periodicals. The same : GENERAL TABLES SHOWING THE FISCAL SYSTEMS OF THE VARIOUS COUNTRIES.
questionnaire will be sent by the Secretariat to the regular and corresponding members of the 4 - . - :
Fiscal Committee, who are nationals of non-European countries, as well as to the Press associations, The Committee noted with interest the work done by the New York State Tax Commission

with the request that they furnish the Secretariat with all available information as to the actual and the Corporation Trust Company, which have published tables summarising the systems of
position in their respective countries. < taxation of the various countries.
On the basis of this information the Joint Committee will subsequently consider what measures The members of the Committee signified th

. X 2 eir readiness to assist to the utmost of their ability
it deems it expedient to propose.

in enlarging the scope of this work. As regards the details of the proposed co-operation, it
would be desirable for the Corporation Trust Company to furnish the information required for the

X practical planning of the work.

PRINCIPLES ENABLING THE DOUBLE. TAXATION OF AUTHORS' RIGHTS AND PATENTS TO

XIII.
BE AVOIDED. :
{ The principles laid down in this matter by the Fiscal Committee at its second session were - PREPARATION OF INTERNATIONAL CONVENTIONS CONCLUDED UNDER THE AUSPICES
re-examined and did not give rise to any observation. They had in the meantime received approval 3 OF THE LEAGUE OF NATIONS.
from various quarters, notably the International Chamber of Commerce at its Washington :
Congress. H . . .
ngThe TFiscal Committee declared these principles adopted at second reading. The Assembly resolution of October 3rd, 1930 (Section IV), ‘ays down the preparatory

procedure to be followed in principle in the case of all general conventions to be negotiated under
the auspices of the League. The Fiscal Committee, in common with the other technical
i organisations of the League, is invited to examine this procedure in order that the Assembly

. X. : at its next session may judge whether any changes should be made in it.
LIS H The Committee notes that, in the terms of the resolution itself, the rules of procedure which
"‘ M » ’ } it lays down are open to modification and exceptions, particularly in cases where, in view of the
i DEFINITION OF THE TERM “ AUTONOMOUS AGENT ".. : nature of the questions for discussion or special circumstances, “ the Assembly or the Council

] : considers other methods to be more appropriate ”.

The Fiscal Committee had before it various observations, emanating in.particular from the : The Committee feels bound to insist on the importance of this reservation, which, from its
International Chamber of Commerce and the Hague Industrial Council, concerning the definition : point of view, constitutes an essential safeguard. It may sometimes be desirable to conclude
of the term “ autonomous agent ” as adopted by the Committee at second reading during its g within a short period international conventions for limited purposes, which do not require any
previous session, : ‘ : lengthy procedure of consultation. The case of the Convention on the Fiscal Treatment of Foreign
These observations were examined first by a Sub-Committee consisting of Dr. BOLAFFI Motor Vehicles, which was signed after preparatory work of barely eighteen months, shows that z
(Chairman), M. MANTZAvINOS and Dr. SINNINGHE DaMSTE, and then by the plenary meeting. expeditious procedure may have satisfactory results. The Fiscal Committee accordingly considers ¢
As a result of -this investigation, the Committee noted that, for special reasons, certain : that the possibility should be left open for it to have recourse to such procedure in case of need.

countries might be led to adopt provisions exempting, not only business done by an independent
agent, but also business-done by agents of other kinds and of limited powers. (See, for instance,
the Treaty of July 25th, 1928, between Germany and Sweden.)’ Nevertheless, the Committee
. considered that this fact did not affect the definition of “independent agent * given in its -
[ previous report and that there was no reason to modify it. '
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Appendix I.

PLURILATERAL CONVENTION FOR THE PREVENTION OF THE DOUBLE
TAXATION OF CERTAIN CATEGORIES OF INCOME.

1. REPORT BY THE SPECIAL SuB-COMMITTEE TO THE FIscaL COMMITTEE.

The Sub-Committee appointed by the Fiscal Committee at its second session to draw up a
draft plurilateral convention for the prevention of the double taxation of certain categories of
income, to which it seems possible to secure the accession of a considerable number of countries,
held two sessions, the first at The Hague on August 21st and 22nd, 1930, and the second-at Rome
from February 24th to March 2nd, 1931. This Sub-Committee consisted of the following members:

Dr. Gino BoLAFFI, Director and Chief of Division at the Ministry of Finance, Rome.
Mr. W. D. Carey, Revenue Commissioner at Dublin. ’

M. Ch. CLAVIER, Director-General of Taxes at Brussels.

Dr. SINNINGHE DAMSTE, Director-General of Taxes, The Hague.

The Sub-Committee elected Dr. SINNINGHE DAMSTE as Chairman.

The Sub-Committee took as a base of its discussions the general proposals drawn up by the
Fiscal Committee (document C.340.M.140.1930.1L,§V). : .

After devoting its first session to a thorough examination of the principles contained in these
proposals and drawing up a preliminary draft Convention, the Sub-Committee discussed at its
second session’ the amended texts drawn up in the interval by M. Clavier and Mr. Carey.

"The title of the draft indicates that the aim of the plurilateral Convention is to prevent the
double taxation of certain categories of income, and the preamble adds that the Convention is
based on the principle of reciprocity. ’

_ Article T makes it clear that the Convention does not concern all taxable persons but only
those having their fiscal domicile in one of the contracting States and deriving certain forms of
éncome, specified in the Convention, in whole or in part from one or more other contracting

tates. . :

By fiscal domicile the Convention understands the place ofa natural person’s normal residence,
in other words his permanent home. In the case of juristic persons the fiscal domicile is the place
of their real centre of management.l Any special cases will be settled by the application
of Article 17 in consideration of the facts and of the domestic legislation of each State.

Although the terms of reference given to it by the Fiscal Committee were quite wide, the
Sub-Committee thought it advisable to confine itself in the draft.Convention to the categories of
income referred to in the Fiscal Committee’s proposals, with the exception that it added interest
derived from mortgages. This income as well as that derived from immovable property is taxable
only in the State in which such property is situated. Income derived from mortgages on ships is
taxable only in the State in which the ships are registered. The Sub-Committee considered that the
ships themselves could not be included in the immovable property referred to in Article 2.

Article 4 is one of the most important in the Convention; it refers to the income of industrial,
commercial or agricultural enterprises which possess permanent establishments in two or more
contracting States, The Fiscal Committee restricted its proposal No. 4 on this question to companies,
leaving it to the Sub-Committee to define what was meant by a company. The Sub-Committee
considered that this term should be interpreted as widely as possible and should apply, not only
to joint-stock companies, but to legally constituted companies composed of persons having a legal
status distinct from that of partners. On the other hand, Article 4 does not apply to natural
persons. :

The text of Article 4 is based on previous drafts and on the principles laid down last May
by the Fiscal Committee. :

Nevertheless, in order to obtain the accession of States which at present levy a tax on the
whole of a company's profits, even if part of those profits is derived from permanent establishments
situated abroad, the first paragraph of Article 4 was drafted in such a way as to recognise this
practice, but subject to a clause (Article 15) permitting the company concerned to obtain a refund
of that part of its contribution which constitutes a double taxation. '

The Fiscal Committee asked the Sub-Committee to consider whether it would be desirable to
add to the article concerning companies the following proposal:

“ The fact that an undertaking has business dea]ings with a foreign country t_hrough
a local company the stock of which it owns in whole or in part should not be held to mean
that the undertaking in question has a permanent establishment in that country. ”

1 In conformity with the definition given by the technical experts (document F. 212, page 21).
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After discussion, ‘the Sub-Committee considered that.this addition might lead to considerable
difficulties and decided to reject it.

Article 5 reproduces the text previously adopted with regard to the income derived from
maritime shipping or air navigation enterprises, except that it has been confined to companies
with a view to concordance with Article 4, and that it has been stated that companies are taxable
at the place of their real centre of management. .

As regards interest on public loans (Article 6), which is not taxable in the State of fiscal
domicile of the creditors, the interest on loans issued before the entry into force of the Convention
has been left out of account, so as not to affect acquired rights. :

Articles 7, 8 and g refer réspectively to: (a) the earnings of frontier workers; (b) authors’
rights and income from patents; (c) life annuities, which are to be taxable only in the State of
fiscal domicile of the beneficiaries. )

As regards authors’ rights, it has been thought advisable for the sake of simplicity to condense
the text adopted previously.

In Articles To and 11 rules have been laid down regarding the special régime applicable to:
(a) the salaries of officials serving abroad; (&) public pensions. Both these sources of income will
be taxable only in the State which pays them.

The Sub-Committee thought that it would be well to insert in the Convention an article
reproducing a clause in draft Convention I & referring to the personal tax on natural persons
having a fiscal domicile in two or more contracting States. In such cases the tax will be apportioned
in these States according to the length of stay in each country as compared with the total length
of stay in all the countries concerned during the fiscal year. Relief will be conditional on the
subrmnission of a claim in the form and within the time-limits fixed. If necessary, the relief will be
given by way of repayment, so that the contracting parties will not have to modify their national
legislations.

Another method of apportioning the tax might be adopted, in particular, if the taxable
person did not reside during the fiscal year in a country but hasa fiscal domicile therein. Article 12
is drafted on these lines.

Articles 13 to 15 contain measures to avoid double taxation when the State of fiscal domicile
levies an impersonal or. personal tax on income which under the Convention is taxable solely in
the State of origin, or when the latter levies a tax on income which under the Convention is taxable
only in the State of the taxpayer’s fiscal domicile.

In the former case the proportion of relief will be equal to the proportion between this income
and the total taxable income, so that the rate applied will be maintained. In other words the
relief will be determined by the. application of a rule of three. It may not, however, exceed the
amount of tax paid in the country of origin of the income. '

In this latter case the tax paid in the country of origin will simply be refunded.

The method of refunding may also be followed in the first case mentioned above.

Article 16 reproduces the terms of Article 13 of Draft Ia.

Articles 17 and following refer to the arbitration clause. The Sub-Committee decided to
submit to the Fiscal Committee without medification the articles unofficially drawn up by
M. Barandon, as the matter can more profitably be discussed from a technical point of view at

“Geneva where the services of the Legal Section of the Secretariat will be available.

The Sub-Committee considered that signatory States might have difficulties in introducing
into their domestic legislation certain provisions of the Convention for the Prevention of Double
Taxation. Thus the question arose whether the accession of the signatory States to all the articles
of the Convention should be compulsory or whether they should be left free to accede to specific
articles only. The latter method would have the advantage of allowing a very wide Convention
to be drawn up, embracing practically all cases of double taxation, and of making it easy for all
countries to accede in principle to such a Convention, which despite reservations by the different
countries on particular points would none the less remain an ideal to be aimed at by all. After
careful consideration, however, the Sub-Committee thought such a Convention would call for
mutual sacrifices from the different countries and that, if left free to limit their accession, the
majority would be tempted to avail themselves of this freedom with the result that the Convention
would provisionally fail in its object. The Sub-Committee therefore refused to adopt the principle
of an optional accession to the different articles of the Convention. It admitted of one exception,
however. The discussions had shown that Article 15 deals with the relief granted by a country
in which the real centre of management of an industrial, commercial or agncpltural company is
situated in respect of profits earned by that company in a country in which it has a permanent
establishment. The discussion had shown that this article was regarded by most of the members
as essential to the success of the Convention. If, however, under present conditions pertam
countries had serious difficulties in consenting to the sacriﬁces.imposed on them by Article 15,
it was thought that they should temporarily be given the option of postponing their accession
to this article. The Fiscal Committee will have to judge whether the ‘meaning of the word
“temporarily ” should be further defined. .

1 Mr. Carey considers that Article 15 should be omitted from the draft Convention and he does not accept th'e
views of his colieagues set forth in this report with regard to that article. . ‘ .o - C
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2. DRAFT PLURILATERAL CONVENTION FOR THE PREVENTION OF THE DouBLE TAXATION
oF CERTAIN CATEGORIES OF INCOME.

taxation levied on certain icategories of income, the High Contracting Parties have, subject to
reciprocity, agreed to the following provisions:

Article 1.

Taxable persons and entities having their fiscal domicile in the territory of one of the
contracting States and deriving, in whole or in part, from the territory of one or more of the other
contracting States any of the forms of income to which this Convention relates, shall, in so far
as such income is concerned, be accorded the special treatment defined in the following articles.

For the purposes of the present Convention, the fiscal domicile of a natural person is the
place of his normal residence, in other words, his permanent home, while the fiscal domicile of
a juristic person is its real centre of management.

Article 2.

Income from immovable property which corresponds to the actual or presumed rental value
of such property, and all other income derived from such property which cannot be regarded as
income derived from industrial, commercial or agricultural enterprises, shall be taxable only in the
State in which the property is situate.

Article 3.

Income derived from mortgages on the property referred to in Article 2 shall be taxable only
in the State in which that property is situate.

Income derived from mortgages secured on ships shall be taxable only in the State in which
the ships are registered. :

Article 4. .
Without prejudice to the foregoing provisions, and subject to the application of Article 15,

a company (or other association having a legal existence of its own) operating one or more industrial,
commercial or agricultural enterprises shall be taxable in respect of the income from such enterprises
only in the State of its fiscal domicile, provided, however, that, if such company (or association)
possesses in one or more other countries one or more permanent establishments, that portion of the
income derived from each State shall be taxable therein.

The competent authorities of the countries concerned shall come to an agreement, if necessary,
regarding the methods of apportionment.

For the purposes of the present article, the following shall be regarded as permanent
establishments: branches, mines and oilfields, fixed installations, factories, workshops, agencies,
warehouses, offices and depots. )

The fact that a company (or association) has business dealings with a foreign country through
an agent of genuinely independent status (broker, commission agent, etc.) shall not be held to mean

that it has a permanent establishment in that country.

Article 5.

As an exception to the end of the first paragraph of Article 4, a company (or other association
having a legal existence of its own) operating one or more maritime shipping or air navigation
enterprises shall be taxable in respect of the income derived from such enterprises only at its
real centre of management.

Article 6.

Income from public loans shall be taxable only in the State of the fiscal domicile of the creditors.
This provision does not refer to income from loans issued prior to the entry into force of the present
Convention.

Article 7.

The earnings of workers living on one side of a frontier and working on the other shall be

taxable only in the State of those workers’ fiscal domicile.

Article 8.

Authors’ rights and income from patents shall be taxable only in the State of fiscal domicile of
beneficiaries. If, however, they are collected by persons to whom these rights have been assigned
for a consideration, or fall on any other grounds into the category of industrial or commercial
income, they shall be taxable as such under the conditions laid down in Article 4.

Article 9.
Life annuities shall be taxable only in the State of fiscal domicile of the annuitants.

1 Mr. Carey considers that Article 15 should be omitted from the draft Convention and, therefore, dissents from
the inclusion in Article 4 of the words * and subject to the application of Article 15", -
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Article zo0.

The salary of an official or public servant who is serving abroad shall be taxable only in the
State liable for payment of such salary.

Article 11.

A public pension shall be taxable only in the State liable for péyment of such pension.

Article 12.

When a taxable natural person has a fiscal domicile in the territory of two or more of the
contracting States, he may claim that the impersonal or personal tax on the income referred to in
Articles 6 to g shall be apportioned according to the length of his stay in each as compared with
the total length of his stay in all those countries during the financial year. The appropriate relief
shall, when necessary, be given by way of repayment.

The countries concerned may, if they think fit, adopt some method of apportioning the tax
other than that indicated in the previous paragraph, in particular when the taxpayer has not
resided during the fiscal year in a country in which he has a fiscal domicile. )

" The claim referred to in the first paragraph must be presented in the form prescribed by the
competent authorities of each country, accompanied by vouchers, within six months after the close
of the financial year, provided, however, that the time allowed for making the claim shall not be less
than six months from the date of the notification to the taxpayer of the latest assessment.

Article 13.

When the State of fiscal domicile of a recipient of the income referred to in Articles 2, 3, 10
and 11 has charged tax on any such income, the interested party may claim partial relief.

The proportion of this relief shall be equal to the proportion between this income and the
total income chargeable, but it may not exceed the amount of the tax payable on that income
in the State of origin. The appropriate relief shall, where necessary, be given by way of repayment.

The last paragraph of Article 12 shall apply injthis case; the interested party must produce the
official documents certifying that the tax has been paid in the State in which the income originates.!

Arlicle 14.

If the State of origin of the income referred to in Articles 6 to g has levied a tax on such
income, the interested party may claim a refund, provided he proves that the income has been
taxed in the State of his fiscal domicile.

The last paragraph of Article 12 shall apply to claims under the present Article.?

Article 15.3

If, in the case provided for at the end of the first paragraph of Article 4, the State of fiscal
domicile of a company has levied a tax on the income of its permanent establishments situated
in the territory of other contracting States, that company may claim partial relief from the tax.
The last two paragraphs of Article 13, and also the second paragraph of Article 4, shall apply
in this case.

Article 16.

As regards any special provisions which may be necessary for the application of the present
Convention, more particularly in cases not expressly provided for, but generally covered by the
Convention, the financial administrations of the contracting parties shall confer together, and

- shall take the necessary steps in accordance with the spirit of this Convention.

1 Alternative proposed by Mr. Carey:

Article 13. — The exemption conferred by Articles 2, 3, 1o and 11 from the taxation of the country of the fiscal
domicile of the recipient of;the income may, if the competent authorities of that country see fit, be given by way of refund
of tax, and the following provisions shall have effect in relation to any item of income to which these articles refer:

(@) The exemption of any such item of income from taxation in the country of domicile of the recipient
shall not operate to reduce the rafe of personal tax payable in that country.

(8) The country of domicile shall be deemed to have discharged its obligations under the said articles if
it recoups the taxpayer to the extent of the full tax borne in the country of origin.

(¢) The last paragraph of Article 12 shall apply to claims under the present article; the interested party
must produce the official documents certifying that the tax has been paid in the State in which the income originates.

2 Alternative proposed by Mry. Carey:

Article 14. — The exemption conferred by Articles 6 to 9 from the taxation of the country in which the income
arises may, if the competent authorities of that country see fit, be given by way of repayment.
The last paragraph of Article 12 shall apply to claims under the present Article.

3 Mr. Carey considers that this article should be omitted from the draft Convention,
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' Article 17. .

Should a dispute arise between two or more of the contracting parties as to the interpretation

or application of the provisions of the present Convention, and should such dispute not prove’ .

capable of settlement either direct between the parties or by any other method of friendly
arrangement, the patties may, if they are all agreed, submit their dispute to such technical body
as the Council of the League of Nations may appoint for the purpose.

This body will give an opinion after hearing the parties and, if necessary, arranging a meeting
between them. The opinion must be delivered within . . . months of the date on which the
dispute has been referred to the said body.

The High Contracting Parties may agree, prior to the opening of such procedure, to accept
the opinion given by this body. :

Article 18.

Should the parties to the dispute decide not to ask for the opinion mentioned in the previous

. articles, or should they fail to agree upon this course, or, again, should they not agree to accept

the opinion, the dispute shall be submitted for decision to the Permanent Court of International
Justice unless the parties agree, under the conditions hereinafter stipulated, to ‘have recourse
to an arbitral tribunal. :

Article 19.

If, in the case provided for in the previous article, the parties agree to have recourse to an
arbitral tribunal, they shall draw up a special agreement determining the subject of the dispute,
the arbitrators and the procedure to be followed.

Article zo.

If no agreement is reached between the parties as to the special agreement referred to in the
previous article, or if they fail to appoint arbitrators, each party to the dispute shall, after a previous
notice of . . . months, have the right to bring it direct before the Permanent Court of
International Justice by means of a requisition. ' .

Arlicle 21.

Neither the opening of the procedure before the technical body referred to in Article 17 nor
the opinion which it delivers shall in any case involve the suspension of the measures complained
of; the same rule shall apply in the event of proceedings before an arbitral tribunal or the Permanent

_Court of International Justice unless the Court decides otherwise under Article 41 of its Statute.

TEXTS TO BE INSERTED IN THE PROTOCOL OF THE CONVENTION.

_A. The adoption of the present Convention by two States which have previously concluded
a bilateral Converition for the prevention of double taxation shall not involve the replacement
or amendment of the provisions of that bilateral Convention so long as it remains in force.

B. Since the advantages of this-Convention are accorded subject to reciprocity, they cannot
be claimed from any contracting party, in virtue of the most-favoured-nation clause, by a State
not a party to this Convention.

C. Tn acceding to the present Convention, each of the High Contracting Parties shall have the
right temporarily to reserve its accession to Article 15; in that case, the other High Contracting
Parties shall not be bound to apply the provisions of Article 15 to taxpayers having their fiscal
domicile in the country or countries which have made that reservation. -

Appendix II.

DRAFT PLURILATERAL CONVENTION “A” FOR THE PREVENTION OF THE DOUBLE -

TAXATION OF CERTAIN CATEGORIES OF INCOME.

With a view to preventing double taxation in the matter of direct taxation levied on certain

categories of income, the High Contracting Parties have, subject to reciprocity, agreed to the

following provisions:
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Article 1.

Taxable persons and entities having their fiscal domicile in the territory of one of the contracting
States and deriving, in whole or in part, from the territory of one or more of the other contracting
States any of the forms of income to which this Convention relates, shall, in so far as such income
is concerned, be accorded the special treatment defined in the following articles.

For the purposes of the present Convention, the fiscal domicile of a natural person is considered,
to be the place of his normal residence, in other words, his permanent home, while the fiscal
domicile of a juristic person is considered to be its real centre of management.

Article 2.

Income from immovable property which corresponds to the actual or presumed rental value
of such property, and all other income derived from such property which cannot be regarded as
income derived from industrial, commercial or agricultural enterprises, shall be taxable only in
the State in which the property is situate.

Article 3.

Income derived from mortgages on the property referred to in Article 2 shall be taxable
only in the State in which that property is situate. .

Income derived from mortgages secured on ships shall be taxable only in the State in which
the ships are registered.

Article 4.

Without prejudice to the foregoing provisions, the income of industrial, commercial or
agricultural enterprises shall only be taxable in the States in which they have permanent establish-
ments, each of these States being authorised to tax the profit derived from the permanent
establishments situated in its territory. Nevertheless, the present Convention does not affect
the right the contracting States may have to tax the income derived by enterprises domiciled
in their territory from activities carried on in the territory of non-contracting States.

The competent authorities of the countries in which permanent establishments are situated
shall come to an agreement, if necessary, regarding the methods of apportionment, so as to confine
the taxation of each State to the profifs earned in the territory of that State. - .

For the purposes of the present article, the following shall be regarded as permanent
establishments: real centres of management, branches, mines and oilfields, permanent installations,
factories, workshops, agencies, warehouses, offices and depots.

The fact that an enterprise (or association) has business dealings with a foreign country
through an agent of genuinely independent status (broker, commission agent, etc.) shall not be
held to mean that it has a permanent establishment in that country.

Article 5.

As an exception to the first paragraph of Article 4, a maritime shipping or air navigation
enterprise shall be taxable only at its real centre of management. i

Article 6.

Income from public loans shall be taxable only in the State of the fiscal domicile of the
creditors. This provision does not refer to income from loans issued prior to the entry into force
of the present Convention.

Article 7.

The income of the liberal professions shall be taxable only in the States in which they are
regularly exercised. .
Article 8.

The earnings of workers living on one side of a frontier and working on the other shall be
taxable only in the State of those workers’ fiscal domicile.
Article 9.

Authors’ rights and income from patents shall be taxable only in the State of fiscal domicile
of the beneficiaries. If, however, they are collected by persons to whom these rights have been
assigned for a consideration, or fall on any other grounds into the category of industrial or
commercial income, they shall be taxable as such under the conditions laid down in Article 4.

] Article 10.
Life annuities shall be taxable only in the State of fiscal domicile of the annuitants.

Avrticle 11.

The salary of an official or public servant who is serving abroad shall be taxable only in the
State liable for payment of such salary. The same applies to scholarships awarded for studies
abroad. ’
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Article 12. , . Each of the High Contracting Parties undertakes, when applying the first paragraph of

R L . 1 . the present article, not to treat persons and entities of the nationality of one of the other High
A public pension shall be taxable only in the State liable for payment of such pension. gontracting Parties less favourably than it treats its own nationals or Z'he nationals of any foreign
" State, ' :

Article 13. . . ) b ‘t'Fkor tile purpos&;,ls of1 the pfrehsent Con:lentiog the fiscal domicile of a natural person shall
o . ) . e taken to mean the place of his normal residence, in other words, his permanent home, and
. ‘ h fiscal domicile in the territory of two or more of the : P PR ) rords, .
contggﬁgasttzfggli élar‘;:;éilgiexfc’);latatshg impersonal or personal tax orr317 the income referred to . the ﬁscal» domicile of a juristic person shall be taken to mean its real centre of management.
in Articles 6 to 10 shall be apportioned according to the length of his stay in each as compared . . :
with the total length of his stay in all those countries during the financial year. Tl}fe appropriate v Article 2.
relief shall be given either by way of exemption or by way of a rebate involving, if necessary, a Each of the High Contracting Parties reserves the right to tax natural and juristic persons

1‘emr}I('ll.le countries concerned may, if they think fit, adopt some method of apportioniné theé tax nolg.domicili}fd in its gerrit]m_'z g‘ respect of income which it regards as originating in that territory
other than that indicated in the previous paragraph, in particular when the taxpayer has not subject to the exceptions laid down in Article 3.

resided during the fiscal year in a country in which he has a fiscal domicile.

The claim referred fo in the first paragraph must be preseILtEd in ?hf. form presctxil;bedftby g‘le Article 3.
tent authorities of each country, accompanied by vouchers, within six months aiter the . o |
gi):slé) t(3)fef‘.‘heaﬁnancial year, provided,?l,owever, that the time allowed for making thefcl:}illmls{lal% ‘ Article 2 shall not apply to the following: |
not be less than six months from the date of the notification to the taxpayer of the la es (a) Income from maritime or air navigation undertakings; s
assessment. - (8) Income from industrial, commercial or agricultural undertakings not included under
: ' Ariicle 14. . Raragrz(ilpp (al)l of this article in so far as it is not derived from a permanent establishment
i i in Articles 2, 3, 11 and 1z from the taxation of the country of the situated in the country; . . . .
ﬁscalTélg nf?(:lilﬁif cﬁrtolxl,écﬁiif)?;nltnof Zhe incom:é shall be given either by way of exemption or by way (c) Income from public loans issued after the present Convention goes into effect prior
of a rebate involving, if necessary, a refund of tax, and the following provisions shall have effect to the entry into force of the present Convention;

(@) The earnings of workers living on one side of the frontier and working on the other;

in relation to any item of income to which these articles refer: (¢) Authors’ rights and income from patents. If, however, they are collected by persons

(@) The exemption of any such item of income from taxation in the country of domicile to whom these rights have been assigned for a consideration, or fall on any other grounds into
of the recipient shall not operate to reduce the rate of persox(lial ’ilax pz(xiyg:)le 11)111 th?t counté‘y. . the categor);l O(fb i)ndélstrial or commercial income, they shall be treated under the rule laid down
b) The country of domicile shall be deemed to have discharged its obligations under © in paragrap above;
the s(ai)d articles if i’?xr'ecoups the taxpayer to the extent of the full tax borne in the country J " (f) Life annuities. s 4
of origin. . e rticle 4. o
i i i 1 ly to claims under ; .
() The rules laid down in the last paragraph of Article 13 shall apply fo ¢ For the purposes of applying Article 3 (b) the following shall be regarded as permanent

the present article; the interested party must produce the official documents certifying establishments: branch ] ifield . < .
that the tax has been paid in the State in which the income originates. e ﬁi?:esi nr:ll (Iile ;as.mnc €s, mines a“é oilfields, plants, factories, workshops, agencies, warehouses,

- The fact that an undertaking has business déalings with a foreign country through an agent of

Article 15. ; }glenuinely independerg:l .siatus (broker, commission agent, etc.) shall not be held to mean that it
. . ication of Article 4 shall be given either by way of exemption as a permanent establishment in that country. -~ * -~~~ -~
or b:;r 33;63}82ii?iﬁénﬁxfrﬁ?mtgei?ﬁgggssgg,21 refulr(l:d(;}ftax. & ywey - The contracting parties undertake to instruct their competent authorities to come to an
The rules laid down in the second paragraph of Article 14 shall apply. agreement, if necessary, regarding the methods of apportionment. ’
Article 16. . Article 5.

The relief provided for by Articles 6 to 10 from the taxation of the country in which the income When a taxable natural person has a fiscal domicile in the territory of two or more of the |
arises shall be given either by way of exemption or by way of a rebate involving, if necessary, : contracting States, he may claim that the tax shall be apportioned according to the length of his i
a refund of tax. stay in each as compared with the total length of his stay in all those countries during the financial P

The rules laid down in the last paragraph of Article 13 shall apply. year. The appropriate relief shall, when necessary, be given by way of repayment.

The countries concerned may, if they think fit, adopt some method of apportioning the tax :
Article 17. other than that indicated in the previous paragraph, in particular when the taxpayer has not resided !
L during the fiscal year in a country in which he has a fiscal domicile. b

As regards any special provisions which may be necessary for the application of the present The claim referred to in the first paragraph must be presented in the form prescribed by the i
Convention, more particularly in cases not expressly provided for, but generally covered by the competent authorities of each country, accompanied by vouchers, within six months after the close i
Convention, the financial administrations of the High Contracting Parties shall confer together, of the financial year, provided, however, that the time allowed for making the claim shall not i

"and shall take the necessary steps in accordance with the spirit of this Convention. be less than'six months from the date of the notification to the taxpayer of the latest assessment. 3
(Here follow the articles establishing an arbitral procedure. See Articles 17-21 of the Sub- - . !
Committee’'s Draft, Appendix I B.) Article 6.
E— . The High Contracting Parties reserve the right to apply the exceptions provided for in

Article 3 by way of appropriate relief. For such case relief shall only be accorded on condition _ ; .
of its being established that the income in question has been taxed in thé Stite of fiscal domicile. 3

The last paragraph of Article 5 shall be applicable to the clait provided for:in the present article. i
Appendix IIIL. i ' :

Article 7.

DRAFT PLURILATERAL CONVENTION B ™. As regards any special provisions which may be necessary for the application of the present 3

. . . . N Convention, more particularly in cases not expressly provided for, but generally covered by the
The High Contracting Parties have, subject to reciprocity, agreed to the following provisions: Convention, the financial administrations of the High Contracting Parties shall confer together and
shall take the necessary steps in ‘accordance with the spirit of this Convention,
Article 1. .

i cti i j d entities i . . : S
Each of the High Contracting Parties reserves the right to tax taxable persons an : B
having their fiscal gomicile in its territory in respect of the whole of their income irrespective —_—_—

of origin.
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INTRODUCTION.

The Financial Committee has the honour to submit to the Council the following report on
part of the questions with which it has dealt during its fourth Session. The Committee will lsubmlif:
separately reports on the question which was referred to it by the Qoungll concer?mg a oag on
the Governing Commission of the Saar Territory, of the ﬁnanglal situation of Bulgaria, and o
the requests recently madelby]the Austrian and by the Hungarian Governments.

The following members were present:

Sir Otto NIEMEYER;

M. SuvicH (Chairman); il S

M. DE CHALENDAR;

Mr. Norman DAvis; M. RYGG; )
M. JANSSEN; Sir Henry STRAKOSCH;
M. TER MEULEN; M. TANAKA.

M. MLYNARSKI; M. KEMPNER.

1. For Estonian questions:

M. JAAKsON, President of the Bank of Estonia; . .

M. %VESTEL, former Minister of Finance, President of. the Up:on of Banks of Tallinn;

M. ScemipT, Envoy Extraordinary and Minister Plenipotentiary of Estonia accredited
to the League of Nations.

2, For Greek questions :

M. TsouDEROS, Vice-Governor of the Bank of Greece;
M. VARvAREssos, Economic Adviser to the Bank of Greece;
Mr. Finvravyson, Financial Adviser to the Bank of Greece.
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I. EsrToNIA.

The Financial Committee heard M. JAAKsoON, President of the Bank of Estonia, and M. WESTEL,
former Minister of Finance, President of the Union of Banks of Tallinn, who were accompanied
by ‘M. ScHMIDT, Envoy Extraordinary and Minister Plenipotentiary of Estonia accredited to the
League of Nations. .

M. Jaakson submitted to the Financial Committee for examination a certain number of
amendments to the statutes of the Bank of Estonia, which were approved subject toa fewalterations.

The Committee also heard a statement on the general conditions of economic life in Estonia,
with special reference to the position of the bank of issue and the state of public finances. The
explanations given to the Committee show that, taking into account world conditions and difficul-
ties, the position is, on the whole, satisfactory; in particular, the balance of trade, which was
formerly unfavourable, is now favourable, thanks to a considerable reduction in imports. The
Bank’s commitments are being reduced, and the proportion of the cover and of foreign exchange
reserves is increasing partly on account of special non-recurrent resources. As regards public
finances, the budgets of the last few years have shown either a surplus or have been balanced. In
view of the cautious estimates and the reductions in expenditure ordered by the Government,
which are now being effected, there is reason to anticipate that this will likewise be the case with
the budget for the current year.

2.7 GREECE.

The Financial Committee heard M. TsouDERoS, Vice-Governor of the Bank of Greece,
M. VARvVARESsos, Economic Adviser to the Bank of Greece, and Mr. FinLAYsoON, Financial Adviser
to that Bank, who explained the position of the bank of issue, and asked the Committee’s
opinion on certain measures proposed by the management of that establishment.

3. Danzic.

The Financial Committee has examined the fourth Report of the Trustee for the 1927 Free

gity oif] Danzig (Tobacco Monopoly) Leoan. This report does not require action on the part of the
ouncil.

4. TRANSFER OF FUNCTIONS OF THE MIXED GRECO-BULGARIAN EMIGRATION COMMISSION.

At the request of the Council, the Financial Committee has examined the request made by
the neutral members of the Mixed Greco-Bulgarian Emigration Commission to the effect that, in
accordance with the provisions of Article 7 of the Molloff-Caphandaris Agreement, the functions
of the Commission under that agreement should be transferred by the Council to some other
body or person. In view of the statement by the neutral members that the Mixed Commission has
practically terminated its work and will shortly be liquidated, the Financial Committee is of
opinion that it is desirable for the Council to decide upon such a transfer. In order not to create
any new organ, the Financial Committee venture to suggest that it be itself entrusted with the
functions in question, it being understood that the Committee may appoint two of its Members
to act on its behalf in this matter in the interval between meetings.

5. TFIscAL COMMITTEE.

- The Financial Committee has noted the report of the Fiscal Committee on the work of its
third session. The enquiries undertaken by this Committee are very far-reaching, and important
progress has been made in the endeavour to abolish double taxation. This progress is marked
by the signature, not only of a large number of agreements on special questions, such as the
profits of shipping companies, but also of a few conventions of a general nature (between France
and Italy, Finland and Sweden, Belgium and France), and finally of a plurilateral convention
on the taxation of touring motor-cars in connection with the European Conference on Road
Traffic. .

The Financial Committee, in its last year’s report, drew attention to two important tasks
to which the Fiscal Committee had, at its 1930 session, decided to devote itself. One is the
enquiry into the methods of apportionment of profits of enterprises operating in several countries,
with a view to the unification of these methods. This enquiry is being actively pursued, and
the Committee hopes before long to reach practical conclusions. Such a result would be of
the greatest importance for the development of international commercial relations. .

The other task undertaken by the Fiscal Committee—i.e., the drawing up of a plurilateral
convention on double taxation—has necessitated considerable work on the part of a sub-committee
specially set up for the purpose and later on the part of the Fiscal Committee itself. The
discussions on this question revealed radical divergencies between various types of national

_legislation and showed that the question was not yet ripe for a final solution. - The drafts prepared

—
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as a result of these discussions will, however, in accordance with the proposals of the Fiscal Com-
mittee, be communicated at once to the Governments for their information. The Financial

Committee considers that their attention should be very specially drawn to the importance of .
the question and the advantageous effect which the conclusion of a plurilateral - convention

on double taxation would have on the freer circulation of capital and goods, which is one of the
essential conditions for. the improvement of the present situation. -

6. GoLbp.

The Gold Delegation held a meeting from August 27th to September znd. It discussed

.the question of the effects and measurements of the fluctuations of the purchasing power of

gold and the object of monetary policy. The Delegation -hopes to adopt its final report at its
next session.

7. RECURRENCE oF PERIODS OF EcoNoMIC DEPRESSION.

The eleventh Assembly instructed the Economic and Financial Organisation of the League
to “ put itself in touch with the national organisations, whether consultative or planning councils
or research institutes . . . and with their aid consider by what means the work now
being conducted on the problem of recurrence of periods of economic depression may be
co-ordinated.” ) :

In view of the first part of this resolution, the Economic and Financial Committees suggested
to the Council, in January 1931, a procedure for obtaining the views of the economic councils
and research institutes to which reference is made. These consultations have resulted in a report
(appendix) of which the Members to the Economic Committee appointed to deal with the subject
have already given their approval. .

The importance which the eleventh Assembly attached to the proposed endeavour to co-
ordinate the work on the causes of the recurrence of periods of economic depression such as that
from which the world is to-day so acutely suffering is evident from the report of the Second
Commission. “ It felt ”, it stated, “ that this problem was one which imperatively demanded
co-ordinated and concerted study. ” The Economic councils and research institutes recommend
that meetings of representatives of such of these institutes and of any national or. international
organisation as are engaged upon work on the question and of individual experts should be convened
at suitable intervals.

They add that “ a qualified economist, together with an adequate staff of assistants, should
be permanently attached to the Secretariat ”.

The Financial Committee endorses this recommendation.

8. BUDGET PROVISIONS.

The Committee has been informed by the Secretariat that there is no item of the budget of
the Financial Section and Economic Intelligence Service on which there is any available balance
not earmarked until the end of the year out of which to defray the expenses of enquiries such as may
arise out of the requests made by certain Governments. It presumes that, if necessary, credits will
be provided from some other item of the Secretariat Budget.

The Committee understands further,however, that the 1932 Budget, as at present submitted to
the Assembly, contains no provision for anything beyond the normal work of the Committee.
This Budget was drawn up in May of this year and was submitted to the Committee at its session.
Since then, a very grave financial crisis has developed, affecting certain countries which have
been reconstructed under the auspices of the League, which may throw additional work on the
Committee. We must face the possibility of urgent and abnormal calls upon the Committee
-and consequent expense, the amount of which it is at the present stage impossible to forecast
accurately. .

In the present year, some of the Committee’s work has already been affected on grounds of

expense. An important report to the Committee from the adviser to a Central Bank was cut .

down. The printing of certain reports upon aspects of the gold problem and of the report on the
co-operative enquiry in Bulgaria has had to be deferred. The Committee fully recognises .the need
for economy, and yields to none in its desire to encourage and to practise it to the utmost. Never-
theless, it desires to say that it will not be in a position adequately to discharge the very heavy
responsibilities it bears as the financial adviser to the Council, and towards the Governments
of countries which have been authorised by the Council to seek its assistance, unless adequate
budgetary provision is made. It believes its work is regarded as of great international importance
in the present crisis precisely on financial grounds. .
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Appendix.

OPINION OF MEETING OF REPRESENTATIVES OF NATIONAL EcoNoMIC COUNCILS AND RESEARCH
INSTITUTES WITH REFERENCE TO THE STUDY OF THE RECURRENCE OF PERIODS OF ECONOMIC
: DEPRESSION.

The Economic and Financial Organisation of the League has asked for the opinion of the
meeting on the questions raised in the following resolution of the eleventh Assembly:

“ The Economic Organisation . . . should put itself in touch with the national
organisations, whether consultative or planning councils or research institutes .
and should . . . with their aid consider by what means the work now being conducted
on the problem of recurrence of periods of economic depression may be co-ordinated.”

-The meeting, having heard the explanations of the Director of the Financial Section and
having taken note of the commentary on this question in the report of the Second Commission !
of the last Assembly, after an exchange of views between the various members, has reached
agreement on the following considerations and proposals:

During the course of the whole of the last century, very serious economic depressions involving
loss, unrest and suffering similar to that now being experienced as a result of the present depression
recurred at frequent intervals.

One special feature of the sequence of events to-day, however, as contrasted with earlier
times is that, whereas a number of pre-war depressions were confined to a relatively limited area,
to-day their repercussions are felt throughout the world.

Hence the urgent necessity of a common study by the competent organisations and experts
in each country of the means of diminishing the intensity of such depressions and of a concerted
effort to limit their effects in future. -

Indeed, the problem of the causes of the recurrence of periods of economic depressions is
one which imperatively and urgently demands the attention of all who may be able to contribute
to its solution. If the League were to endeavour to co-ordinate the work now being conducted
by a number of national or international organisations and individual scientists, it might contribute
in no small measure to the chances of useful results. A rapid solution of the problem is scarcely
to be expected—indeed, it has never been possible to entertain such a hope. It is, however,
for this very reason that it would appear necessary to take up at once the study in the manner

suggested in the resolution of this last Assembly.

In recent years, a number of organisations have been founded with the object of studying
the trade cycle, of interpreting the crude statistical data made available by Government bureaux
and other organisations and of keeping the public informed of the developments which take
place. Certain of these institutes have gone farther and have devoted a part or the whole of
their time to endeavouring to elucidate the causes of these fluctuations in economic activity.

It is this work with reference to the analysis of causes which the Assembly clearly had in
mind. Such work has been and is being conducted, not only by special organisations, but by
independent researchers in many parts of the world. The work of private individuals is no
less important than that of elaborately organised research. Indeed, the institutes which have
devoted attention to this problem are confined to North America and Europe, and it is essential
that the world problem should be studied on a world basis. The object is rather to co-ordinate
research and possibly to inspire fresh lines of enquiry than to construct a new machinery.

It is natural that the private persons and national organisations should tend to study the
question largely from the standpoint which is of particular interest to their own countries. It is
therefore desirable that the world forces should be carefully watched and their character
and inter-relations analysed. '

t Extract from report:

‘When we consider the magnitude of the losses from which the world suffers during a period of economic stagnation
similar to that through which the world is now passing, it is impossible not to be impressed by the almost absolute failure
of society up to the present to devise any means by which such disasters may be averted. The Committee felt that this
problem was one which imperatively demanded co-ordinated and concerted study, and recommends, therefore, in a
separate resolution . . . that an endeavour should be made to study the causes of the recurrence of periods of
prosgperity and depression.

National investigations are already being conducted in certain countries. A number of research institutions have been
founded in recent years to study this question, and a number of Governments have set up, in addition, central economic
planning or advisory councils.

The Committee considers that the first step should be to ascertain, after consultation with the bodies just mentioned,
by what means the work which is now being done may be co-ordinated and stimulated, to collate the results already
reached, compare thz experiences and researches of the various national institutions, and thus at once to promote the world
study of what is essentially a world problem and to devise means by which countries may acquire a greater control over
their economic destinies.

The Committee, however, desires to add that it is fully conscious of the difficulties and obscurities of this highly
technical scientific problem. It is not putting forward this recommendation on the assumption that any ready-made
solution is likely to be rapidly discovered. Tt felt, however, that the League would be failing in its obligations if it refused
to face the problem on the grounds that it was intricate or difficult.
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The meeting puts forward the following suggestions for the organisation of this work:

 The meeting considers that, in present circumstances, effect can best be given to the
recommendation of the Assembly by requesting the Economic and Financial Organisation of
the League to convene at suitably frequent intervals meetings of representatives of those national
economic councils and research institutes and, in general,any national or international organisations
that are engaged on the problem of the recurrence of periods of depression. To theése meetings
individual experts well known for their scientific work in this field should also be invited. .

Tt would seem essential for the full success of these concerted studies that a qualified economist,- ~

together with an adequate staff of assistants, should be permanently attached to the Secretariat.
This expert' should undertake especially the scientific preparatory work for the meetings,
and ensure continuity of effort and render the work of the meetings as effective as possible.

Official No.: A.55 (a).1931.1LA.
[F.g60(a).]

Annex 1325 a.

WORK OF THE FINANCIAL COMMITTEE

SUPPLEMENTARY REPORT OF THE COMMITTEE SUBMITTED 'I‘}O THE COUNCIL
ON SEPTEMBER 1gTH, 193I.

I. BULGARIA.
II. SAAR GOVERNMENT LOAN.

. I. BULGARIA.
1. Refugee Seltlement.

The Committee received the twentieth report of the League of Nations Commissioner
(Annex 1326), and heard a statement from him on the progress of the settlement work, which
is almost completed. The last of the loan funds have been expended, and the work is at an end
except for a few points which will have been dealt with by next spring.

2. Financial Situation.

M. René Charron, the League Commissioner, and M.Jean Watteau, Adviser to the Bulgarian
National Bank, made various statements regarding the economic and financial position, which
the Committee was able to examine with the assistance of the representatives of the Bulgarian
Government: M. Al. Malinoff, Prime Minister and Minister for Foreign Affairs; Dr. Al. Ghirghinoff,
Minister of Finance; and M. Boris Ivanoff, Secretary-General of the Ministry of Finance.

(a) National Bank. — Having examined the position of the National Bank, the Committee
felt called upon to repeat the advice by following which, during 1930, the bank of issue was able
to improve its position and hold out against the effects of the world crisis this year. The present
situation still demands the greatest caution. The stability of the Bulgarian currency is not
only one of the fundamental conditions for balancing the budget, but is also one of the foundations
of all economic and commercial relations, and it is altogether in the interests of every Bulgarian
citizenmr to accept measures to secure its maintenance.

(b) Budget. — The Financial Committee found that, at the close of the last financial year,
there was a deficit of some 1,300 million leva on a total expenditure of 8,000 million, this being
due to the big falling off in revenue. To meet this deficit, the Government was obliged to issue
Treasury bonds for 600 millions in Bulgaria, and to take over temporary Treasury measures.
It has not yet been possible to repay these Treasury debts. ' o

The budget for the current financial year (1931-32) was based on an estimate of 7,900 millions;
but it is to be feared that the revenue cannot reach such a level.. The Bulgarian Government
has stated that it is determined to balance the budget, and has already enforced certain restrictions
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of expenditure. It has recently discussed with the Committee what measures are still necessary
‘to balance at a figure of 7,200 millions. The Minister of Finance hopes to succeed on the lines
of the proposals detailed in the attached table. . .

_ The Committee has accepted the Bulgarian Government’s undertaking to carry through
this definitive plan, by which it thinks that this year’s budget can be balanced. The Committee
desires to add that the execution of the plan is a matter of extreme urgency. i

The Committee has called the attention of the Minister of Finance to the fact that the success
of these various measures would be endangered if any further expenditure should become necessary
in consequence, for example, of the present law on pensions and of the lossés which the present
administration of the Cereals Buying and Export Department may cause. It is therefore necessary
that the law on these two points should be very speedily amended. “

Furthermore, even if the budget were completely balanced through the measures outlined
above, the problem of Treasury elasticity would still remain. In order to-facilitate Treasury
operations during the current financial year, the Committee thinks it might be possible temporaril
to pospone certain extraordinary debt repayments to the National Bank, provided that the budget
plan is adopted by the Bulgarian Government, and according to the progress of its.execution.
The final solution of the problem demands, however, that revenue surpluses be found—during
the present financial year, if possible, and, in any case, in time for the next financial year—to
enable the temporary Treasury advances to be repaid. The Committee has asked the Minister
of Finance to undertake definitely certain reforms which should lead to this result—namely,
the final drafting and introduction of bills to reform the liquor tax, to codify the direct taxes
and to re-organise the budgetary system and the public accounts, and the preparation of a bill
introducing a turnover tax. :

The Financial Committee is happy to state that the Bulgarian Government is determined
to take the energetic steps that the situation demands, and it will continue to watch this action
very closely. The Committee is convinced that, if this programme is promptly put into effect,

“Bulgaria will be able to overcome her present difficulties.

Appendix.

I. BUDGET 1931-32.

Million leva
Expenditure voted (net) . . . . . . . . .. 000 L. 7,900
Estimated revenue . . . . . . . . . . 0000w e e 7,900
Probable revenue e e e e e e e e e e e e e e e e e e 6,800
Probable deficit to be met before June 1932 . . . . . . . . . 1,100

II. ESTIMATED RESULTS OF THE MEASURES PROPOSED BY THE BULGARIAN GOVERNMENT IN
ORDER TO BALANCE THE BUDGET FOR 193I-32.

Million leva

Reduction of expenditure (at the same rate as in the first five months) 600
Seasonal and administrative improvenient in taxation receipts . . . 150
Additional contribution from the Pernik Mine. . . . . . . . . 30
Repayments by certain funds . . . . . . .. ... ... .. 20
Improvement in railway returns . . . . . . . . . .. .. .. 100
New taxes on national industry . . . . . . . . .. ... .. 60
Recovery of arrears through the Cereals Department . . . . . . 70
Direct recovery of budget arrears . . . . . . . . . ... .. 70

Total . . . . .. .. ... .. .. 1,100

II. SAAR GOVERNMENT LOAN.

The Financial Committee has been informed of the proposal of the Governing Commission
of the Saar Territory to raise a long-term loan of 150 million French francs. It is of opinion
that the financial situation of the Saar Territory is sound and that the service of a long-term loan
of 150 million francs should place no undue strain upon the finances of the Governing Commission.

*
:
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Moreover, the loan will be employed for the conversion of existing credits to local bodies, the
service of which is already borne by the inhabitants of the Saar territory. - .
Having regard, however, to the uncertainty which may be felt in connection with the position

after 1935, the Financial Committee suggests that, in order to assist the Government Commission
in-its:negotiations, the Council should make the following declaration:-

. “The Council undertakes to include in the decisions which will have to be taken in -
conformity with paragraph 39 of the annex ¢ Saar ’ to the Treaty of Versailles, the necessary .

measures to protect the interests of the lenders.”

Official No.: A.55(b).1931.1L.A.
[F.g60(b)].

Annex 1325b.

WORK OF THE FINANCIAL COMMITTEE.

. SECOND SUPPLEMENTARY REPORT SUBMITTED TO THE COUNCIL
ON SEPTEMBER 25TH, 1931.

I. AUSTRIA.
II. HUNGARY.
III. GENERAL.

I. AUSTRIA.

On August 7th, 1931, the Austrian Government addressed a letter to the Secretary-General
of the League of Nations requesting the Council to proceed to an examination of Austria’s economic
and financial difficulties and to seek the means of remedying them. Thereupon, the Secretariat
took immediate steps to ascertain the extent of the problem. On September 4th, the request of
the Austrian Government was referred by the Council to the Financial Committee, which heard
statements of the Deputy-Secretary-General, the Director of the Financial Section and M. Rost
van Tonningen, who had in the meantime visited Vienna. The Financial Committee had, further,
the benefit of direct information provided by the representatives of the Ministry of Finance
regarding the federal finances and the State undertakings, and by the Adviser to the National
Bank concerning the banking situation. The Committee also conferred with the Chancellor and
the Minister of Finance, and considered with them the various measures by which the Austrian
financial situation could be improved.

Apart from the common problem of the world depression which affects Austria as it affects
all other countries, there is the special problem of the economic structure of Austria and her
commercial relations. This question will require further careful attention later. But the problem
demanding. immediate solution, and for that solution immediate and urgent action, is a financial
one. ‘

While the present position of Austria presents special difficulties, the budgetary situation is
fundamentally different from, and far better than, what it was in 1g22. The budgetary
difficulties, though they demand prompt and vigorous action, are not insuperable.

The turning-point in Austria’s public finance was reached a year ago. Up to June 1930,
receipts continued the upward progress which started in 1923 and which has often been considered
as a proof of the récuperative power of the country since the stabilisation of the crown in 1922,
while expenses have closely followed this upward trend of receipts; but, from 1924 onwards,
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there was a favourable margin between the incteasing expenses and the growing receipts, as shown
by the following table.

Schillings (millions)
' 1924 1925 1926 1927 1928 1929 1930 1931

Ordinary receipts . . .

1,350.0 1,492 1,580.0 I,771.4 1,802.4 2,010.0 2,027.0 2,0I3.9
Ordinary expenditure .

1,259.3 1I,325.0 1,485.8 1,660.7 1,764.0 1,843.I 2,040.2 2,181.9

-+ go.7 -+167.1 +103.2 +4I110.7 +128.4.4166.9 —I3.2 —I168.0
Capital expenditure :
chiefly met from loans. . 103.7 go.6 1356 1957 212.5 1472 2484 1055

As appears from these figures, the budget proper still showed a surplus of 166.9 millions in
1929. The 1930 budget was deficitary by 13 million schillings; the probable deficit in the current
budget of 1931 will be 168 millions, including 100 millions for the Creditanstalt. This change was
due to several factors. The fall in existing revenue due to the economic depression was only partly
compensated by new taxation; expenditure did not decrease correspondingly but, particularly
in respect of unemployment, substantially increased. Moreover, in view of the agricultural crisis,
the Government embarked in the autumn of 1930 on a programme of agricultural subsidies, now
largely- discontinued, requiring an expenditure of nearly 100 million schillings. In these
circumstances, the level of the budget requires to be reconsidered in relation to the decreased
national income of Austria.

Apart from ordinary expenses, investments have made a considerable demand on the Treasury
in recent years. Since the re-establishment of budgetary equilibrium in 1923, it has been the policy
of the Austrian Government to provide the bulk of the funds required for covering capital expendi-
ture of a productive character from loan operations. Up to the end of 1927, the balance of the
proceeds of the Reconstruction Loan, which had been issued in 1923 under the auspices of the
League, was used for this purpose. When they became exhausted, jthe issue, with the approval
of the Committee of Guarantor States, of a new loan to yield 725 million sch,llings for covering a
programme of productive investments, to extend over.the period 1928-1932, was authorised in
October 1927. Various technicalities connected with the priority of the lien to be attached to
the loan over reparation payments and claims on account of relief credits delayed any issue until
July 1930, when the issue of a part of the loan was made, the net yield of which was about 395
million schillings. Since that date, the investiments of the railways and the postal administration
have been continued in the hope that the further block of the investment loan amounting to 330
million schillings would shortly become available. The gradual deterioration of the capital markets
in the winter of 1930-31 rendered impossible the issue of this second block. In consequence, the
Austrian Treasury and the railways had, by the end of August 1931, paid sums derived from their
cash reserve and from short-term borrowings to an amount of 140 million schillings for investment
expenditure, a sum which existing commitments will increase to about 180 millions by the end
of this year. The railways themselves have a short-term debt of 133} millions in addition to
that of the Treasury (250 millions).

As a consequence, no further cash reserves were available when, with the breakdown of the
Creditanstalt, fresh calls were made on the Governinent. A hundred million schillings were raised
on the domestic market by an issue of Treasury bills (75 millions) and other short-term operations.
Finally, a collapse was averted by means of a seven days’ advance of 150 million schillings from

. the Bank of England on June 16th last.

The difficulties of the Creditanstalt, by far the largest bank in Austria, are well known. In
May last, this bank informed the Austrian Government that the balance-sheet for 1930 showed
a loss of 140 million schillings. In order to avert a breakdown of the banking system, the Govern-
ment found it necessary to make heavy contributions to assist the Creditanstalt. As the Treasury
was short of cash, the Government applied to the Committee of Guarantor States in order to obtain
its authorisation for an issue of Treasury bills to an amount of 150 million schillings, or, if necessary
of 250 million schillings. The Government, however, did not succeed in making an issue, but,
obtained the above-mentioned temporary advance of 150 million schillings from the Bank of
England, and, furthermore, the National Bank obtained an advance from the Bank for Intem
national Settlements, both of which advances had the effect of strengthening the foreign
exchange position of the National Bank, which had naturally been subjected to heavy demands.
The Government finally undertook to guarantee all deposits, foreign or domestic, of the Credit-
anstalt. The foreign creditors, for their part, undertook not to withdraw their advances,
amounting to approximately 500 million schillings, for a period of two years. The Government
is therefore in this connection under considerable contingent liabilities, the cost of which cannot"
be determined until the value of the assets can be more clearly ascertained.
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The Committee need hardly er'nliha‘sise the importance of determining, as soon as possible,
the liabilities of the State to the Creditanstalt and of relieving the Government from direct
connection with commercial banking. :

, In the beginning of May 1931, when the losses of the Creditanstalt were published, the

Austrian National Bank was in a strong position. On May 7th it had a total cover of well over
8o per cent. Thanks to its own reserves and also to the foreign exchange obtained from the Bank
of England and the Bank for International Settlements, the National Bank was able to meet the
demands made upon it through the withdrawal of foreign credits and the flight of Austrian capital,
while it put large sums in schillings at the disposal of the Creditanstalt. The appointment of a
foreign adviser to the National Bank helped to increase confidence. At present the cover amounts
to about 4o peér cent; ! withdrawals have gradually diminished and confidence is returning.

While, therefore, the position in general has been held, the Financial Committee consider
it urgently necessary that it should be further consolidated, and they are glad that the Austrian
Government have proposed drastic measures to cope with it. After a joint examination of the
situation with the Financial- Committee, the Chancellor made the following declaration:

“ The Austrian Government is determined to restore the balance of the budget and to
take all necessary measures to maintain Austrian currency and credit. Being convinced
of the uigency of budgetary reform, the Austrian Government will, in the course of the
current year, take measures. to make a further reduction of at least 35 million schillings
in the difference between the revenue and expenditure in the general administration of
the State and the railways. .

“ By means of savings on salaries and pension charges and on material (Sachaufwand),
the Government expenditure (on the present accounting basis) will be reduced to a maximum
of 1,900 million schillings in the budget for the year 1932. In addition, 100 million schillings
will be provided from revenue for the repayment of short-term obligations. In order to cover
these requirements, revenue of at least 2,000 million schillings will be secured, after taking
duly into account the reduction in existing revenue consequent upon the economic depression.

“ In 1933, a similar sum of not less than roo million schillings will be provided from
revenue for the repayment of short-term obligations. The Government will take steps to
ensure that the railway and postal administrations shall cover their own expenditure in 1932.
This will be achieved by means of savings and, if necessary, by a raising of the freight rates,

‘and by measures for the regulation of the competition between the railways and the motor -

transport lines. Capital expenditure will be reduced to the lowest possible amount, in no
case exceeding the amount to be repaid to the railways on account of existing sums advanced
by the railways, and no further commitments will be entered into.

" “In view of the extreme importance of the financial situation of the railways for the
finances of the State, a special expert enquiry will be made into the administration and
policy of the railway system in collaboration with the League of Nations. .

“ With the same energy with which the Government is endeavouring to restore order
in its administration, the provinces and communes are making efforts to balance their
budgets. This will require special measures and, in particular, savings similar to those to
be made in the State budget. To this end the Government will exercise their existing powers
and, in the interest of the autonomous bodies, will come to an agreement with them as to
such extension of the existing powers of control as may be necessary, particularly as regards
borrowing.

“ The Government will not intervene in the commercial management of the Credit-
anstalt, except for the purpose of safeguarding its interests, as guarantor, in existing assets,
and will use its good offices to see that the National Bank receives current information as
to the development of the Creditanstalt, and will, so far as it is concerned, favour a concentration

t Abstract from the weekly statements of the Austrian National Bank:

May 7th, 1931 September 7th, 1931
Schillings (millions).

Gold . . . v i v i s e e e e e e e 214 190
Foreign exchange included in the statutory

TESEIVE & o« v o o « s o o o o o s o o o 136 . 145
Other foreign exchange . . . . « « « « + .+ . 505 138
Bills discounted C e e e e e s e e e e e 70 - 620
Note circulation. . . .« . « .+ o . o o oo 905 1,028
Sight liabilities . . . . « « ¢« ¢« o oo .0 119 165
Reserve percentage . . . . .+« . . & . . . . 377% 30.4%
Percentage of total published cover . . . . . 83.5% 39.5%
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of the management of the Bank. In view of the responsibility assumed by the Government
for the Creditanstalt, it will insist upon a reduction in administrative costs, a step which
will also be needed in respect of other banks. - :

“ The Government further intends to revise the general banking legislation, providing,
inter alia, for the publication of monthly statements by the banks, the furnishing of the
" necessary information to the National Bank and the maintenance of a minimum liquid
reserve at the National Bank. The Government would be glad to consult the Financial
Committee in this connection. . ' ' - .
“ The Government will arrange with the National Bank to retain, for so long as the
Financial Committee considers it necessary, the services of an adviser, who may furnish
- the Committee or its representative with any information regarding the National Bank
which may be required.

“ The Government regards the ridigity of the costs of production in many branches of

trade and industry as one of the most important causes of the present economic difficulties,

and it feels convinced that, in order to increase the economic capacity of Austria, employers,

_ employees and workers, as well as the whole population, will adapt themselves to the changed
situation. We are the more convinced of this since our population—owing to the hard
experiences it has gone through—knows what the maintenance of financial stability and
of the monetary system means for every individual.

“ The Austrian Government would be very glad to establish collaboration with the
Financial Committee, receive in Vienna a representative or representatives of the Committee,
give all information that may be desired and elaborate in agreement the detailed
execution of the plan of reforms. ”

It will be observed that the main features of this programme are:

(a) The taking of immediate measures to reduce expenditure during the rest of this
year by 35 million schillings and to balance the budget for 1932;! -

(8) “The provision of a substantial margin over ordinary current expenditure of not less
than 100 million schillings in each of the years 1932 and 1933 for the repayment of short-term
liabilities; '

(©) A considerable reduction of expenditure, the total of which has been brought down
—as may be seen from the Annex—approximately to that of 1929, in spite of increased
expenditure on certain items—such as unemployment and public debt, which will probably
cost 130 millions more than in that year;

(d) The re-establishment of equilibrium in the railways and in the post and telegraph
administrations;

(9) Measures to bring down expenditure in local administrations, as well as costs of
production in economic life in general, so as to adapt it to the changed circumstances and to
furnish a basis for economic reconstruction;

(/) Measures to deal with banking and especially with the Creditanstalt.

The Austrian Government has expressed its desire to establish collaboration with the Financial
Committee and to receive in Vienna a representative or representatives of the Committee.
The Government will give to such representative or representatives all information that may be
desired and elaborate in agreement the detailed execution of the above plan of reforms.

The Committee is of opinion that ‘the plan contained in the declaration of the Austrian
Chancellor should, if energetically carried out, put the Austrian budget on a sound basis, in better
relation to the actual conditions in Austria, and materially assist in strengthening Austria’s
economic situation. The Committee would therefore ask the Council to authorise it to send a
representative or representatives to Vienna and to give to the Austrian Government such assistance
as may be within its power.

) Finally, the Committee would draw attention to the fact that both the Austrian
Government and the adviser to the National Bank have declared to it that, in order to meet the
requirements of the Treasury and to protect the foreign exchange of the National Bank, it would
be necessary to raise an amount of 250 million schillings by foreign credits. The Committee
agrees with this view, and is of opinion that the raising of such credits is essential for the
successful reconstruction of Austrian finance.

1 The figure of 2,000 million schillings contained in the Austrian Chancellor’s declaration for the revenue receipts
during 1932 compares as follows with the revenue during the last and the present year:

Revenue during 1930: 2,027 million schillings. Revenue during 1931, on the basis of the results for the first seven
months, including increased taxes already imposed by the Government, and a careful estimate for the remainder of
the year, 2,013 million schillings. . L

The difference between the yield of the 1931 tax increasesin a whole year and the yield in that part of the year 1931
during which they have been enforced, is estimated at 10z millions, . -

In addition, the Government contemplates the introduction of new taxes estimated to yield 40 millions.

From the resulting figure of 2,155 millions, 155 millions is deducted for decreased yield as against 1931 in view
of the economic depression. .
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Appendix.

i

SUMMARY OF BUDGET ACCOUNTS.

The following table shows the estimates for the year 1932, compared with the closed accounts
fo; 1928, 1929 and 1930, and the probable results of 1931:

1928 1929 1930 1931 1932

Probable | Estimates
Closed accounts results .

In Schilli ,000's omitted
1. Current Budget: n Sehilines (coosock pmitted
A. Administration proper:

Expenditure . . . . . .. 1,244.7 1,300.4 1,461.6 1,640.51
Receipts . . . . . .. .. 1,180.2 1,265.3 1,284.0 1,265.4
—645 | —351 | —177.6 | —375.1

B. Monopolies:
Expenditure . . . . . . . 215.2 224.8 220.2 214.0
Receipts . . . . .. ... 438.3 453.3 449.4 462.1

+ 223.1 | + 228.5 | 4 220.2 | 4 248.1
C. Federal Underfaking:

-Expenditure . . . . . S 277.0 295.8 309.5 303.8
Receipts . . . . . . . .. 268.2 290.6 292.8 . 286.3
— 8.8 — 5.2 —16.7 —17.5
D. Railways: .
Expenditure . . . . . .. 27.1 22.1 39.9 23.6
Receipts . . . ... . . .. 5.7 .8 8 I
— 21.4 —21.3 —39.1 —23.5
Total current expenditure . . . . . 1,764.0 1,843.1 2,040.2 2,181.91
Investments to be covered out of ™ » 4 ?
current receipts . . . . . . . . 5I.I 34.6 34.7 34.4
Total expenditure . . . . . 1,815.1 1,877.7 2,074.9 2,216.31| 1,900
Total receipts . . . . . . 1,892.4 2,010.0 2,027.0 2,013.9 2,000
+77.3 | + 132.3 —47.9 | —202.4 | + 100

II. Investments (covered or to be
covered by loan funds):

Railways . . . . . . ... 88.22 44.32 I51.8 2 25.5 2
Post and Telegraph . . . . . 73.2 68.3 61.9 45.6

Total e 161.4 112.6 213.7 71. 1

1 Inclusive of an expenditure of 100 million schillings for the Creditanstalt.
__ ?These figures represent the amount paid by the Treasury to the railways for investments. The amounts effec-
tively spent by the railways were:

) 1928 1929 1930 1931
Investments . . . . . .. 84.7 100.4 87.1 'jz.t
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II. HUNGARY.

In a resolution of September 7th, 1931, the Council referred to the Financial Committee the

v request of the Hungarian Government “ for an examination to be made into the financial situation

of the country by means of an expert enquiry ". :

The Committee, in consultation with representatives of the Hungarian Government and of
the Hungarian National Bank, have made a preliminary study of the situation:

From this preliminary study and the conversations which they have had, it would appear that
the Hungarian Government has taken energetic measures in order to improve the budgetary

-position. The budgetary accounts for the financial year 1930-31 for administration proper and

certain public undertakings closed with a deficit of 150.1 million peng6 (117 millions on adminis-
tration proper and 33.x millions on State undertakings). The budget for 1931-32 was based on
estimates for receipts higher than the results obtained in 1930-31. Soon after the beginning of
the present budget year, it became clear that receipts would not correspond to these estimates.
To promote rapid action Parliament has empowered the government.to take, in consultation with
a small parliamentary Committee, urgent measures and, in order to restore equilibrium, the Gover-
nment proposes to reduce expenditure this year by 3.5 millions (Administration 36.8, State
undertakings 36.7), and to increase revenue by 95.5 millions (Administration 82.7, State undet-
rakings 12.8). A substantial beginning has therefore already been made. . '

There are, however, other aspects of the financial situation in Hungary which demand a
more thorough consideration and enquiry than it is possible to give them in Geneva. Owing to
the fact that the letter from the Hungarian Government referred to above was only received by
the Secretary-General on September 5th, the Committee have not had the advantage of any pre-
liminary investigation conducted on the spot, similar to that which had been carried out in Vienna.

For these reasons, the Committee consider that it would be advisable that an expert.enquiry
should, as is requested by the Hungarian Government, be conducted at once in Hungary, and,
in accordance with the resolution adopted by the Council on September 1zth, with reference to
work of this character propose to send a delegation to conduct this enquiry.

It is possible that prompt action may be required to deal with the situation. For this reason
the Financial Committee is anxious to obtain permission from the Council to take action, if neces-
sary, between now and the next regular meeting of the Council, keeping the Council, of course,
informed of any such action.

It desires, in particular, to be able to elaborate, with the Hungarian Government, a definite
plan at an early date for the amelioration of the financial situation in Hungary. It also -thinks
that it may prove of great importance to the credit of the country if an early report can be published
on the Hungarian financial position. It is anxious therefore that the Council should permit it
to publish its report on this subject as soon as possible, should such a course prove desirable.

It may, for this reason, be, necessary for the Committee to hold a special meeting before
the end of the year.

III. GENERAL.

In concluding its present session, at which its task has included the consideration of the
financial position of Austria, Hungary and Bulgaria, three of the countries with which the
League has been closely connected in the past and towards which the League has moral and,
in the case of the first two, in certain circumstances (which might arise) legal obligations, the
Financial Committee think it their duty to call the earnest attention of the Council to certain

- considerations which, though relevant to these three countries, are also obviously of much more

general application. .

When the League undertook its various reconstruction schemes, the problems it had to face
were in general as follows. Countries with budget deficits attempted to meet those deficits by mone-
tary inflation, which caused prices to rise more rapidly than the public revenues could be increased.
The rise in prices had caused an automatic reduction in the real burden of debt and in the real
value of money wages. Enterprise had made fictitious paper profits; foreign debts were relatively
small, and the flight from national currencies was local. The problem, therefore, was, in general
terms, to stop monetary inflation, pending adjustment, to bridge the budgetary deficit by long-
term loans, and by the combined effect of currency stabilisation and budget equilibrium to
restore confidence. Long-term operations were possible because the cases to be dealt with were
relatively isolated, and conditions in other parts of the world were such as to enable the necessary
loans to be readily placed, once the conviction gained ground that the local budget and currency
had been put in order. ’ . '

The causes and circumstances of the present position are radically different. They are not
local inflation with rising money prices, but, on the contrary, a fall of money prices in all parts
of the world, with a consequent increase in the real value of money wages and in the burden
of money debts, and decreases in the profit of enterprise -again accentuating the financial burdens
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of the State. The Committee cannot therefore hide from itself, and does not wish to hide from II. YIELD OF REVENUES ASSIGNED AS SECURITY.
the Council, that, necessary as undoubtedly are the individual methods of reconstruction which v ‘
they have discussed with reference to particular countries, their success is closely dependent on , The amounts paid into the account for revenues assigned as security for the 1926 7% Loan
the early solution the of a general world price problem which did not exist in the earlier cases, =~ : are shown below in leva: T

- This problem is not confined to Europe, it is equally pressing in the great primary producing
countries of the world—in South America, Australia, India and in.the United States of America .
—and has in its turn been accompanied by severe credit disturbance. - . ' Chapter of the budget

For such difficulties “ stand still ” arrangements, however necessary (as they undoubtedly . ~ ’ May June July
are) as temporary measures, are no solution. Indeed, such measures in themselves only intensify
the general contraction of enterprise and increase the prevailing uncertainty. They result in

Receipts Monthly budget

estimates

Chapter 15 (Excise duty onalcohol,etc.) | 4,262,974 5,602,363 5,925,521 5,000,000

the accumulation of an amount of short-term debts which, while possibly in normal times o habter 16 (Excise d alt, et 6 66,666
. presenting no insuperable problem, in present circumstances becomes increasingly disproportionate. ghgti: ;1 25:125& n}ll:{c}f:s)s ,t', e.c.? zgjgigjﬁgﬁ zgf)gg:ggg zgigggjggg 231;83:333
The report recently issued by the experts appointed by the London Conference who met .
at Basle emphasised the responsibility which rests upon the Governments of the world to take Total . . . .. ... 30,389,468 | 38,005,338 | 38,003,596 | 43,749,999
prompt measures to re-establish confidence, and urged most earnestly that they should “lose 4
no time in taking the necessary measures for bringing about such conditions as will allow financial . -
operations to bring . . .. to the world sorely needed assistance ”. . The receipts during the quarter amount to 115,398,402 leva, as against 131,357,398 leva E
The recent report to the Council of the Committee on Credit Problems repeated the sam and 137,241,300 leva for the corresponding quarters of Ig30 and 1g29. The depression is :
warning: affecting the yield of the assigned revenues, which, for the first time, has fallen so far below
v : that of previous financial periods. The service of the loan is still amply provided for, since
“ Capital exists but it will not become fully available until confidence is gradually du;lﬂng the last three months it has absorbed only 41,977,789 leva—i.e., 36 per cent of the sum
restored . . . Only by a visible improvement in political and economic conditions av abli'h . . by the ref
. will it be possible to re-establish, along with the revival of confidence, a normal current To the yield of the assigned revenues must be added the payments made by the refugees
of investments which, in its turn, will be a most beneficial factor in restoring prosperity.” for the reimbursement of expenditure incurred in settling them. They amounted (in leva) to
: the following sums: :
The Financial Committee can only repeat and emphasise the conclusions arrived at inde-
pendently by these two expert bodies, and urge the pressing necessity, in the interests of all
countries, of immediate action. May June July Previous T°m“f,a¥f,“°m
. . payments July 31st, 1931
Interest . . . . . . . . 132,551 74,545 48,623 1,802,200 2,057,919
Amortisation. . . . . . 306,595 200,399 166,023 12,518,491 | 13,200,508
) Total . . . . . 439,146 283,044 214,646 | 14,320,601 | 15,258,427
Series of Publications: 1931.I1.A.23. Official No. : C.505.M.212.193L.ILA. . :
[F.938.] Although the liabilities are appreciably increasing, payments by the refugees remain about

the same, amounting, for the last three months, to 937,736 leva, as against 961,566 leva for the
Annex 1326. ) corresponding period of 1930. It would, in our opinion, be premature to conclude that the success
of the work undertaken is still uncertain, or that the refugees desire to evade their obligations.
v It must not be forgotten that even compz;lratively old ]s:ittlement? crez(iitled in 1827- cann((i)t yet
3 be regarded as going concerns, owing to the unfavourable general con itions obtaining during
SETTLEMENT OF BULGARIAN REFUGEES. . the last few years, and that, consequently, their yield has not yet reached a normal level. The
1928 and 1929 crops were bad, and in several districts were completely destroyed; in order to
E— . combat the famine, we were obliged to have wheat and.maize distributed in several settlements
which had been particularly hard hit. Though the last two harvests have been exceptionally
good, the steady fall in prices has left very little profit for the producer.
’ Let us take, for instance, the case of the farmer with a family of four who is cultivating land of
TWENTIETH REPORT OF THE COMMISSIONER OF THE ‘ o an area of 41.5 decares in théa department of Bourgasf (wheatbc}istrt{lct) R ﬁssuming Shl?lt th;lllllarvels(ii:
LEAGUE 1 is excellent and the stock-breeding conditions are favourable, the produce available will yie!
OF NATIONS IN BULGARIA. this year, according to the estimates of the Agricultural Bank of Bulgaria, a net profit of 6,755
" leva, or about £r0, as follows: . i .

Quarter from May 15th, 1931, to August 15th, 1931. Leva
725 kilos of wheat at 3leva . . . . . . . ... .. 2,175

Animals and animal products . . . . . . ... .. 4,580

Total . .. ... 6,755

A. Establishment of Bulgarian Refugees. These results, modest though they are, cannot, in prdctice, be achieved by a refugee who

is cultivating, with reduced live-stock, land which has been recently cleared, and who is not very
I. 1926 REFUGEE SETTLEMENT 7% LOAN well equipped. The above figures are really those for a long-established farm which is in full
' | . T i i ibility of profits on the above scale, a ref t
L Amedin L to he prekn repoxt shows th pesion, of e 1026 Kfuge Setoment 73 e e o sayent S sipac of he
, oan a y 31st, 1031, including the credit interest on the deposits in London and New York. i i loan. '
The amount sfill available in foreign monies on deposit in the Bank of England at July 31st, 1931, supplies allotted to him by means of the loan : '
was £50,546. : . . .
i : 1 We have purposely taken this typical example because the department of Bourgas has the largest settlements
— 11,884 families, with holdings of 41.43 decares. : . .

1 For the nineteenth report, see Official Journal, January 1932. 11,854 familics, with average holie 14 :
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, It should be noted that the Agricultural Bank has calculated the price of wheat on the basis
of that actually charged by the * Directorate for the Purchase and Export of Cereals *—3 leva
‘(basic price at the port of embarkation: 3.40 leva), without regard to the means of payment

(30 per cent in tax bonds). At the time the report was submitted, the real price of wheat.as -

charged by the producer fluctuated, at world parity, around 1.50 lev.
Article 57 of the law on the Settlement of Refugees provides that the land tax paid by the
refugees during the period of redemption of their land must be paid into an account already

opened with the National Bank and called “Land Redemption ”, the payments made to this .

account being, in application of the “ general obligation ”, devoted to the supplementary amor:
tisation of the loan. The Finance Minister has just given the necessary instructions for the
enforcement of the provisions of this article. - '

III. EXECUTION OF THE SETTLEMENT PLAN.

Thanks to the steps taken by the General Directorate, the work of settlement is proceeding .

rapidly. At certain points, however, it cannot be completed before the winter, either because
-the undertakings have for some reason or other started too late, or because the work has been
hampered by bad weather or even by malatia. We are of opinion, however, that, generally
speaking, the work of the Directorate will be completed within a.few months. L o
In the following chapters, we give, as usual, a summary -of the results achieved up to
July 31st, 1931. . S .

(a) Various Supplies.

The following is a summary of the supplies distributed since the beginning of the work and
entered as at July 31st, 1931: .

Leva
Seed: 11,932,421 kilogrammes: . . . . . . . . . . . ,0I2,915
.Live-stock: 22,06 head . . . . . . ... ... ... 1?3,840,208

Implements: . 8,551 ploughs

2809 harrows t . . . . . . .. ... .. 63,431,817

10,319 carts :
Fishing tackle . . . .. . . . . . ... .. ..... ol 6,702,655
Copper sulphate . . . .. e e e e e e e e e e e e e 77,119
Total . . ... ... 302,065,114

The only supplies that remain to be allotted between'now and the end of-the work are intended
for the refugees still to be settled in the neighbourhood of the Lower Karaboas Plain, on the land
drained after the building of the dyke. There rémain a few applications from other districts, but

-these can only be complied with if there are still credits available for this part of the settlement
plan after the supplies for Karaboas have been allotted. :

: (b) Houses.
The following figures show the position as at July 31st, 1931,

Houses © Barns : Stables

Contracted
for

Contracted
for

Contracted

Finished o Finished - Finished

Built by private enterprise . . | 6857 | 1,508. | 4,762 1,247 | 5,825 1,134
Built onamonopoly basisbythe |~ ] 0 . 0 D 0 b

General Diréctorate for the . - R
Settlement of Refugees. . | 1,006 - 239 841 235 832

s ) 33
Built by the refugees themselves 563 89 302 50 474 66
L Total . . ... 8426 | 1,836 | 5.905 1,532 7,131 | 1,253

Figures as at April 30th, 1931 . 7516 | 2742 | 5307 | 2,220 | 6,509 | 1,868

A comparison with the results at the end of  the previous quarter shows that the building
programme is progressing rapidly. However, as has already been stated, various undertakings

will not be able to complete their contracts this year: 1,064 houses were to be built, 457 of which -

were réady on August 1st. Further progress will be made between now and the winter, and
probably only a small number of houses will remain unfinished.
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Besides the buildings mentioned in the above table, the General Directorate is repairing
268 houses built in 1927 of mud bricks dried in the sun. Experience has shown that this method
of construction is not satisfactory, and since 1928 all the houses have been built of baked bricks,
in spite of the additional expense involved. We were of opinion that the refugees should be pro-
vided with houses which were really lasting and as comfortable as possible. The facts have entirely
justified our view, as the mud-brick houses have suffered such damage that the General Directorate
is obliged to rebuild them with baked brick, for which an appropriation of 8,000,000 leva has
been provided.

(c) Distribution of Land.

The position at July 31st, 1931, has, according to the books of the General Directorate,
remained unchanged since the beginning of the year; 1,032,270 decares had been allotted between
28,787 families, or an average of 35.86 decares per family.

Entries are only ‘made in the books of the General Directorate in the case of land which can
be handed over to the refugees as their property. The above figures do not, therefore, include

. land which, although occupied, is still the subject of disputes with the public administrations or

communes, These disputes are, however, in course of settlement.

The work of surveying and parcelling out certain land to be allotted later is being continued.
At Karaboas, for instance, numbers of allotments are available; but, as they are to be given to
refugees who are at present in other parts of the kingdom, they will only be occupied as and when
the houses are built. Similarly, the lands reclaimed from the Messemvria and Mandra marshes
will not be distributed until the work of draining has been completed.

We expected to be able to settle about 32,000 families. According to the latest information,
however, the figure will not exceed 30,500. Of 1,650 allotments (in round figures) scattered over
the whole territory and prepared last year for distribution this summer to refugees already
nominated, only 150 will be occupied. In view of the difficult position of Bulgarian agriculture,
1500 refugees have preferred to go to the towns and'waive their claims under the settlement law.

The work of clearing and draining the land had, up to July 31st, 1931, entailed a total

-expenditure of 56,118,893 leva:

19,353,801 leva for the mechanical ploughing of 74,101 decares;
36,765,182 leva for the clearing of 78,384 decares,

(d) Supply of Drinking-Water.

Before the end of October, 127 villages, where 10,570 refugee families have been settled, will
have been supplied with drinking-water. The outlay for this will approximately reach the total
credits provided for this part of the settlement plan—1.e., 28,800,000 leva.

The General Directorate for the Settlement of Refugees has received fresh applications for
a water-supply from 82 villages (7,129 families). It has had the preliminary survey made in a
certain number of villages, but, owing to lack of funds, will be unable to carry out the necessary work.
It is highly desirable that the Bulgarian Government should make every effort to meet the most
urgent requirements in this respect, as the lack of a proper water-supply in the villages constitutes’
a serious obstacle to the development of the new settlements.

(e) Draining of Marshes.

1. Lower Karaboas Plain. — The supplementary work on the big dyke at Glhigen (completed
last year), which was entrusted to the Directorate of Compulsory Labour, is proceeding satisfac-
torily and will be completed within a few weeks.

2. The Straldja, Messemvria and Mandra Marshes. — Frequent storms have interfered with

the work. At Messemvria and Mandra, malaria is raging, affecting up to 30 per cent of the workers; -

the output of work in these two undertakings has consequently been less than was estimated. We
hope that it will be possible to complete the draining of the Messemvria marsh before the winter,
though it is unlikely that the draining of the Mandra marsh will be finished. As for the Straldja
marsh, the work will be completed this autumn unless anything unforeseen occurs.

() Means of Communication.

The credit earmarked for the construction of the Rakowska-Mastanla railway line—i.e.,
300,000,000 leva—having been expended without the line being completed, the Bulgarian
Government decided, as stated in a previous report, that the completion of this work should be
borne by the budget of the railways, under the supervision of the General Directorate, which has
up to the present been granted credits amounting to 23,000,000 leva. The work js proceeding
normally, and it is expected that the line will be open for traffic before the winter.

The roads built with the proceeds of the loan are finished or will be finished shortly.

Individual Files of the Refugees.

With the exception of the notarial act, 5,640 files are ready for the constitution of the mortgage
on the land and houses as security for the execution of the repayment contracts.
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These notarial acts have not yet been issued, owing to the need of supplementing, by legis-
lation, certain points in the law on the settlement of refugees. This law merely stipulates in
its Article 50, as regards repayments in respect of the land, that “ the time-limit for amortisation
shall be fixed later, and shall not exceed that of the redemption of the loan ", The year after

the signature of the contract, as from which this time-limit is to begin to run, as well as the latter’s -

duration, now remain to be fixed. Moreover, it is necessary to determine what constitutes the
“ contract ” between the State and the refugee—whether the protocol by which the property
is handed over to the refugee, signed by him and by a representative of the Agricultural Bank.
on behalf of the State, or the notarial act itself. The question is of importance for the ca}cul.a.tlon.
of the interest, which, under the terms of the law, begins to run two years after the signing of
the contract, as usually a fairly long period elapses betwen the taking-over of the property and the
issue of the notarial act. .

B. 719, Stabilisation Loan of 1928.

I. PosiTiON OF LOAN.

“The position of the loan at July 31st, 1931, is shown in Appendix II to this report. The
foreign exchange still available deposited in London and New York on that date amounted to
£51.443.

II. YIELD OF THE ASSIGNED REVENUES.

The revenues assigned for the service of the 7149, 1928 Loan (Customs Revenues) amounted,
during May, June and July 1931, to the following sums (in leva):

May June . ]ul}; Monthly budget
: estimates
76,847,032 78,767,623 74,088,288 81,250,000

Imports for the last three months have considerably increased as compared with the preceding
quarter: 83,225 tons as against 60,983 tons. The Customs revenues have, however, remained about
the same: 229,702,943 as against 227,808,530 leva. Industry has now exhausted the stocks of
raw materials constituted in 1929, and has been obliged to import considerable quantities in order.
to be able to supply the needs of the home market, which have increased owing to the seasonal
revival of trade. This increase in imports has not, however, had any effect on Customs receipts,
as raw materials and industrial equipment are admitted free of duty, in accordance with the law
relating to the protection of industry.!

The yield of the assigned revenues has improved as compared with last year. The receipts

“for the first four months of the financial year amounted to 310,770,259 leva, as against 216,556,476

leva for the same period of the financial year x1930-31. It is therefore to be expected, as we stated
in the previous report, that the Customs receipts for the current financial year will come up to
the budget estimates.

The service of the loan for the last three months absorbed 74,359,300 leva, or about one-third
only of the available funds,

III. EMPLOYMENT OF THE LOAN.
1. £1,250,000 Sterling Block for Means of Communication.

(a) Railways and Harbours.

The following figures sum up the position at July 31st, 1931, of the expenditure for the
execution of the Regnoul programme to be met from the credit of 672,300,000 leva appropriated
for railways and harbours.

Figures at
April 30th, 1931
(In leva)

Expenditure already authorised 672,300,000 670,000,000
Contracts concluded . . . . . . . . 535,759,342 535,759,342
Value of work undertaken on a monopoly .

basis . . ... ... ... 110,000,000 103,000,000
Sums actually expended. . . . . . . 601,684,193 530,476,727

1 According to information communicated by the Customs Department, 40 per cent of the 1930 imports consisted

of goods needed for industry. .
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The programme is not difficult of execution, and it is estimated that the credits unexpended
at the end of this year will amount to about 15 million leva.

(b) Roads.

The following figures summarise the position at July 31st, 193r, with regard to the
expenditure for the improvement of the road system in execution of the Regnoul programine,
to be met from the credit of 176,966,179 leva earmarked for the purpose.

Figures at
April 30th, 1931
) (In leva)

Expenditure already authorised . . . . . . 190,239,300 189,639,300

Contracts concluded . . . . . . ... ... 132,937,758 128,723,358
Work undertaken by the Directorate of Com-

pulsory Labour. . . . . . ... ... 30,770,000 30,770,000

Sums actually expended . . . . . . . . . . 113,216,160 93,398,593

. The expenditure already authorised, which was calculated on the basis of the estimates
in the terms of contract, seems to exceed the credit of 176,966,179 leva; but, owing to the
economies effected in awarding the contracts, the expenditure does not, in fact, exceed the credit.

In our last report we expressed the hope that the work would be completed this year.
In the light of the latest information in its possession, the Administration of Roads and Bridges
estimates the cost of the work remaining to be done after January Ist, 1932, at 23,000,000 leva.
But, judging from the experience of previous years, we are inclined to think that this figure
will be considerably exceeded. Finally, we ate sorry to say that, in spite of the urgent
recommendations of the Commission, to which we have fréquently referred in previous reports,
flon_le (olf the work is being carried out in a way which, technically, still seems to leave much to be

esired. :

(c) Execution of the Regnoul Programme.

The following table shows the position at July 3ist, 1931, as regards the execution of the
Regnoul programme:

(@) Railways and harbours : fmates Erpenditure
In 1
1. Upkeep of railways and engineering works, i fova)
reconditioning of rolling-stock . . . . . . 239,233,000 216,653,547
2. Improvements, enlargements, purchase of roll-
ing-stock, supplies, etc. . . . . . .. .. 329,255,000 289,126,563
3. Construction of new lines . . . ..., .. 92,312,000 72,283,521
Total for railways. . . . . ... .. 640,800,000 578,063,631
4. Essential supplies, enlargements and improve-
ments for hatbowrs . . . . . . . ., .. 31,500,000 23,620,562
Total for railways and harbours . . . 672,300,000 601,684,193
(b) Roads and bridges:
I. Road construction . . 55,000,000 28,706,845
2. Roadrepairs . . . . . ... ... .... 49,966,179 38,993,997
3. Construction and repair of bridges . . . . . 72,000,000 43,837,038
4. Material (expenditure not included in the
Regnoul programme) . . . . . . .. .. — 1,678,280
Total forroads. . . . . ... ... 176,966,179 113,216,160
General total . . . . . . .. .. .. 842,260,179 714,900,353

The sums actually expended as at April 30th, 1931, amounted to 632,875,320 leva in all.

The credit allotted toroadswas, according to the Regnoul programme, fixed at 172,700,000 leva.
In order to meet requirements, this credit was increased to 176,966,179 leva by transferring
the available balance from the block of £1,100,000 (reimbursement of budget arrears). . This
supplementary credit has been allocated to road repairs.
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2, £500,000 Sterling Block for the Reconstruction of Devastated Areas. V. Bu
- . . DGET.
(Article VII A of the Protocol.) - ™ = for the firancial -
L ‘ ‘ 1heaccounts for the financial year 1930-31 were finally closed on June 3oth, 1931. The results
: _ published by the Ministry of Finance are as follows: y June 3 93 :
3 The £500,000 sterling block for the reconstruction of devastated areas has been expended k T :
£ in full, and the following figures (in leva) are final: RECEIPTS
; (In leva))
. Expendit 1. Ordinary Budget and Incorporated Funds.
b Expenditure incu;tl:);nin.lrl;;ect Sums actually & p s
4 al;)eat_iy;d of contracts expended e
i authoris concluded L Comparison with
?4 Financial year
§ . 1930-31 The results of the Budget estimat
1 Government buildings . . . . . . . .. 282,249,100 250,513,616 253,237,648 financial year 1929-30 get cstimates
Roads and bridges . . . . . . . . . . 50,207,000 43,575,020 406,272,243 Direct taxes . . . . . . . . 602,781, — 22,331,530 | — 8 — 269
Railways . . . . . ... ... e e . 7,375,000 6,342,850 6,065,842 Indirect taxes . . . . . . . 2,175,734,822 — 6311232:325 —_ gg;:zés,ggg — 22«?2’
Water-supply . . . . . . ... .. .. 10,421,000 9,604,262 6,385,036 Duties. . . . . ... ... 655,066,320 | — 147,264,492 | — 103,033,680 | — 13<f
8orre}<l:tu:1n of river-beds . . . . . . . . 12,700,000 12,345,500 12,667,802 gmitles and conﬁsci_ations .- 60,302,698 | — 16,644,210 | — 19’697'302 -3 %,
verhead expenses . . . . . . . . . . 9,000,000 0,000,000 4,371,42 ailways and hatbours . . . 125,015,000 |— 1985, — 835" —0.69
Total . . Posﬁs, Telegraphs and Tele- 2015 T4955.000 835,000 0-6%
otal, . . . . . .. ... .. 371,952,100 331,471,24 336,000,000 phones . . . .. . . .. 283,567,32 -—  10,431,2 — y — 8°
Figures at the end of the previous quarter 371,952,100 328,320,748 333,644,535 State domain and capital . . 388,21%,303 + Zﬁjggz'ggé — Iﬁgﬁ?ggi . 2?4’
. Contributions of the communes ’ T °
towards teachers’ salaries . 435,710,293 | — 79,493,204 | — 49,28 9
. »710,203 ,493, 9,289,707 | — 10
- ' . ) ) Miscellaneous revenue . . .- 477,800,308 | — 138,666,575 |— 328,229,602 | — 40"2
The expenditure authorised exceeds the value in leva of the f500,000 sterling block Revenue from closed financial :
(336 millions) for the reason given above in connection with the expenditure on roads. years . . . ., . ... .. 365,318,991 " | — 40,625,330 120,318 619
As for the sums actually expended, these exceed the commitments in certain cases, owing Total . . . .. 5,579,513 925 —I 04 8 i330 +I 39'3;6,991 a I"A)
to the execution of additional work not contemplated when the terms of con;ract hWere fixed. : SRYA DL 075,841,490 |—1,433,366,035 | — 20%
The final accounts showed that there were no more credits available, and that there remained Thus the deficits in the ordinary budget ¢ i A
1,628,574 leva of uncovered expenditure. The Directorate for the relief of the victims of the cent of the results of the previous gancia%ey;’ll‘l.m’lll}lfetghi(}))gg fr?g:t()sﬂrtiﬁl)ist’iStlxet(zigl g‘extﬁhg:;
disaster covered this expenditure out of other funds at its disposal, and debited these funds with on direct taxes, Appendix III of which gives the details of the position of cos],lection of indirect
1,628,574 leva for overhead expenditure formerly covered by the £500,000 sterling block. The taxes, of domains and capital, and of miscellaneous revenues, which includes the receipts from
total amount under the head of overhead expenditure was thus reduced from 6,000,000 leva i the incorporated funds. ’ . ! P
—the figure given in the last report—to 4,371,426 leva. Rail
Now. that the co-operation between the Commission and the Directorate for Relief ! is coming 2. Raihways and Harbours.
to an end, we desire to pay tribute to the activity, initiative and devotion shown by the head of .
this service and his staff in the accomplishment of the difficult task with which they were entrusted. Comparison with
In less than three years, a total sum of 876 million leva was expended in accordance with _ Financial year 1930-31
a carefully prepared scheme, which was consistently carried out in spite of difficulties of all kinds. The results of the financial ]
A visit to the localities which suffered from the earthquakes of April 1928 will show that the work year 1929-30 Budget estimates
done has not only removed all trace of the damage, but has actually increased the potential
resources of the region, which is one of the richest in the kingdom, so that the execution of the 1,160,266,467 6 8.40 . o
reconstruction scheme has judiciously helped to strengthen the country economically. e 97759406 (—8.4%) | — 331,906,083 = 229%,
The following are the principal results obtained by means of the utilisation of the £500,000 i
sterling block: :f‘lhe ];:otal receipts for the financial year thus amount to 6,739,780,432 leva, which is
Hospitals. — In the five big towns in the devastated area, hospitals have been set up, con- considerably exceeded by the expenditure.
taining 1,500 beds in all, equipped with the necessary material and furnished with the most modern
appliances. | EXPENDITURE.
Schools. — The largest school of agriculture in Bulgaria has been entirely rebuilt and eighty- J (In leva,)
two State or municipal schools have been rebuilt or restored. :
Churches. — Thirty-five new churches; twenty-seven churches restored. Comparisen with
Financial year Expenditu
Town halls. — Twelve new town halls. 1930-31 coven dur ng’me Budget
. . financi i
Roads and bridges. — Forty kilometres of roads and various engineering works have been g “"‘,‘;';‘;_’33"’" . estimates
repaired. Three large bridges have been built over the Maritza. Ordinary budget and incorporated funds 6.362 '704 553
Water-supply. — The canals at Plovdiv have been entirely reconstructed, and twenty-one Extrggrdi:gg.lry budgets for the previous
villages have been supplied with drinking-water. ancial years . . . . ... . 8,669,382
Supplementary war credits . . . . . . 162,090,137
Correction of river-beds and draining work. — In order to put an end to the floods resulting Provisional receipts, relating to the current
from the subsidence of the soil in the neighbourhood of the epicentres of the earthquakes, the account of the Public Debt and to the
Maritza and various other watercourses have been regularised. service of the refugees and stabilisa-
Marshes which had formed and become foci of malaria have been drained. ) tionloans . . . ... ... 156,416,858
Payments not yet entered . . . . . . 158,550,165
. Total . . . . ... ... 6,850,440, — 28 —
‘R ; An autonomous organisation set up in 19285, whose gmtutes are similar to those of the Directorate for the Settlement Railways and harbours . . . . . . . . I, Zg 5:;25'922 T I§5~';g§'§;g - Ijg.ggg:ggg
of Refugees. It is managed by the engineer, M. Stoyanoff. : ] General total 3 2 A s
- ¥ Geperaltotal . ... .. ,105,986,117
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As regards the general budget, the reduction in expenditure is thus only about 0.4 per cent
as ccnfpagad with t%e preceding financial year, and 2.1 per cent compared with the budget

-appropriation. As regards the railways and harbours budget, there is an ‘increase in expenditure

of about g per cent over the previous financial year, though it was still ‘slightly below the
appropriation. In view of the falling off in the receipts, there is, nevertheless, a deficit of
05,279,455 leva—76,001,143 in respect of railways and 19,188,312 of harbours. In accordance
with the Constitutional Law, the last item is-entered under expenditure in the S?ate budget;
whereas the former, which is provisionally covered by the Treasury, will be reimbursed by .
agreement between the Ministers concerned. . . .

These comparisons are, however, based solely on the figures for expenditure which has actually
been effected. When examining the warrants held over at June 3oth, 1931, it will be seen that
the portion belonging to the financial year 1930-3x, which had been passed on that date, amounted
the day before to about 300 millions, only 200 millions of which had been paid; while the portion
belonging to the financial year 1931-32 Tose between that day and the next from 266 millions to
694 millions. A number of warrants held over amounting to about 100 millions were thus, owing

to the impossibility of effecting a settlement, carried forward from one financial year to another.

Leva
The total TECEIPES + « « « & « o o v v o o e e e e e e e e e 6,739,780,432
set off against expenditure . . . . . . . .. . Lo o oo 8,105,986,117
showa budget deficitof . . . . . . . . . . . . oo 1,366,205,685
which was covered as follows:
Leva
By issue of Treasury Bonds to a net total of . 596,500,000
By the reincorporation of the available assets of
certain “funds” . . . . . . . . e e e 60,000,000
Calls on profits from seigniorage . . . . . . . . 274,087,035
Extra-budgetary receipts. . . . . . . . . . .. 19,242,240
Utilisation of provisional surpluses of the new
financial year . . . . . . . . . . ... 445,421,024
1,395,259,299 1,395,250,299
Producing a surplus of . . . . . . . . . oo e e e e e e 20,044,614

which corresponds exactly to the credit balance of the Public Treasury account at the National
Bank at June 3o0th, 1931. . oo
In these circumstances, the net budget deficit for the financial year, taking into account the
reincorporation of the available assets of special “funds”, extra-budgetary receipts and the
difference between the net proceeds of the issues and the Treasury Bond debt, amounted to
1,366,205,685. — (60,000,000 + 19,242,240) + 3,500,000 = I,200,403,445 leva.
" The results of the first three months of the financial year 1931-32 should be added to the above
figures to give an exact idea of the position of the Treasury.

Receipts.
(In leva.) .
Ordinary budget and incorporatedfunds. . . . . . . . . 1,409,870,079
Railways and harbours . . . . . . . . . . .« .. 292,077,674
Total « v v v v v e e e e e e e e e e e e e e e e 1,701,947,753
Expenditure.
(In leva))
Ordinary budget and incorporated funds . . . . RN 540,244,496
Railways and harbours . . . . . s e e e e 97,024,391
Extraordinary budgets for the previous financial years and
supplementary credits voted during the war e 8,441,885
Provisional receipts, current account of the Public Debt, etc. 611,684,634
Total . . . .. .. e e e e e e e e e e e e e e e e 1,257,395,406
Difference . . . . .« . . . .0 .. 444,552,347
To which add extra—budgetary receipts . . . . o oo oo e e 868,677
Provisional surplus « . . . . « . . . .. 445,421,024
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The Treasury position as at June 3oth, 1931, was thus as follows:

Assets. Liabilities.

. Leva Leva
Total receipts for the two Total expenditure . . . . . 9,363,381,523
financial years . 8,441,728,185 Credit balance of the Treasury
Net proceeds of Treasury account . . . .. .. 20,044,614
Bonds issued. . . . . . 596,500,000
Calls upon profits from sei-
gniorage. . . . . . . . 274,087,035
Calling in of certain funds and
extra-budgetary receipts 80,110,917
9,392,426,137 9,392,426,137

The actual position is thus as follows:

Credit balance of the Treasury Orders for payment held over 693,992,000

account . . . . . . .. 20,044,614 Treasury Bond debt . . . . 600,000,000
Total _deﬁcit ....... —1,539,034,421 Seigniorage debt . . . . . 274,087,035
1,568,079,035 1,568,179,035

Thus, whereas the financial year 1929-30 closed on June 30th, 1930, with a surplus of 38,967,000
leva, leaving to be carried forward to the following budget a balance which, together with previous
balances, amounted to 195,797,000, the budget for 1930-31 closed with a deficit of 1,300 millions,
and leaves a legacy of a number of warrants held over amounting to about 100 million leva.

As regards the 1931-32 budget, it starts with a heavy burden and in most unfavourable
circumstances. In the absence of issues of Treasury Bonds, recourse can only be had, to ease
the position, to calls on profits from seigniorage, which may amount during the financial year
to 500 millions, but will, together with the amounts outstanding from former financial years,
make up a deficit of nearly 8oo millions falling due on June 3oth, 1932. This course must therefore
be regarded as dangerous.

The situation has thus become steadily worse since June 1930, when the 1930-31 budget
really came into force. The reasons for this are complicated, but are mainly connected with the
world economic depression, which has had the effect of bringing down the prices of agricultural
products, while restricting their markets. At the same time, and for various reasons, the amount
of direct taxes collected fell considerably, while there was no reduction in public expenditure.

In view of the absence of any signs of economic revival, immediate and energetic action
by the Government in the direction of a further reduction in expenditure and a better utilisation
of receipts must be regarded as indispensable. It is the more necessary in view of the additional
burdens which the work of the Directorate for the Purchase and Export of Cereals is likely to
place upon the new budget.

This Directorate, whose constitutional law was discussed in our eighteenth report, ! began

to operate on February 2nd, 1931. On June. 30th following, the date on which it was originally
intended to be discontinued, it had practically ceased its operations, and, according to its pro-
visional statistics, had made about 160 millions of profits in cash covering 482 million tax
bonds 2 and representing a reduction of 67 per cent of the total nominal amounts collected and of
about 11 per cent of the total amount of the taxes which may be paid in this manner.

Conditions changed radically after July 1931, when the Directorate, whose term of office
was provisionally extended until October 31st, 1931 — pending a further inevitable extension —
began its operations on the new harvest. )

The Directorate first of all issued a new regulation: that henceforth 70 per cent of the
purchase price of all cereals should be paid in cash and 30 per cent in bonds. These bonds would
be purchased at par, and on each purchase the Bank would retain the amount of its claims on
the seller.

The Bank would see to it that bonds thus acquired were circulated in the country and would
sell them at par, but a bonus of one-sixth was to be accorded when they were presented in payment
of taxes. : :

The State debt constituted by unsold bonds remaining in the hands of the Agricultural Bank
after their validity had expired was to be set off against certain State claims against the Bank.

1 See document C.238.M.104.1931.11 A., Appendix V. )
2 At the end of July, about 390 millions of these bonds had been returned to the revenue offices.
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Tt was hoped that this system would put an end to the traffic in tax bonds and to the speculation
to which it gave rise. The position was, however, somewhat precarious in view of the excessive
prices fixed for purchases and the difficulty of obtaining good prices on the home market for a
large part of the stocks acquired. : . .

These fears were fully confirmed when, in the last few days of July, a considerable fall in
world prices set in. The Government then decided to reduce the purchase prices accorded by the
Directorate, and at the same time to put into force certain measures for the control and main-
tenance of the prices fixed for the home market. It is earestly to be hoped that the working of
this system will not involve actual losses for the Treasury in addition to the reductions accorded;
but, if this is to be avoided, there must be fresh improvements, and purchase prices must be fixed
which are at once more moderate and more readily adaptable to the fluctuations of the world
parities. .

V. NATIONAL BANK.

Appendix IV to the present report shows the position of the National Bank at the end of each
of the three months under review.

After the slight seasonal revival mentioned in our previous report, the country found itself,
towards the end of the first quarter of 1931, at grips with grave economic difficulties, due to the
depression from which certain Central European countries are suffering and to the considerable
fall in prices of agricultural products.

Without departing from the provisions of its Statutes, the National Bank has applied all the
remedies at its disposal. A considerable increase in its commercial bill holdings (from 265 millions
at the end of April to 394 millions on July 31st) represents rapid and effective rediscounting
facilities accorded to a certain bank which had been temporarily affected by the—in fact, unjustified
—repercussions of events abroad. Moreover, the Bank, by lowering the official discount rate
by half a point as from June 4th, continued to encourage the reduction in the cost of money noted
since the end of last year. The private discount rate thus varies between 9.5 and 12 per cent, and
the rate of interest on deposits has been further reduced, and is now 5 to 6.5 per cent for the big
banks and 7 to 7.5 per cent—in some cases 8 per cent—for the other institutions. Towards the
end of the half-year the big private banks were unable to utilise their funds to the full, and showed
a tendency not to increase the amount of their deporits and to confine themselves to investments
offering special security. This policy ensures for the banks a high degree of liquidity, which was
refﬂlected on July 31st by the record figure of 1,006 millions in credit accounts with the Bank
of Iscue.

The harvest has turned out excellently, and the volume and quality are those of an exceptional
year. Marketing difficulties have, however, unfortunately increased, and the prices of wheat
have absolutely collapsed. Moreover, sales of tobacco have been uncertain and the prices obtained
unsatisfactory.

All these factors have affected the Bank'’s stock of foreign exchange, which, after a period of
relative stability—568 millions at the end of February, 534 millions at the end of May and 514
millions at the end of June—fell considerably in July—i.c., to 338 millions at July 31st. This
fall, which affected foreign exchange not coming up to the standard of gold foreign exchange as laid
down in the -Statutes, has not yet affected the cover, which, on July 31st, exceeded the legal
min;!lnum‘ bg 3.61, It is to be feared, however, that this seasonal deficit will persist beyond the
usual period.

The other principal items of the Bank’s balance-sheet show but slight variations during this
period. The Treasury bonds subscribed or rediscounted alone increased from 183,800,000 leva
on April 3oth to 243,800,000 leva on July 31st, the Bank having been obliged to allow certain
“Funds ” to “ mobilise ” in this way the advances which they had made to the Treasury.

Advances against pledged goods are being gradually liquidated and have fallen from g6 to
92z millions, “investments ” remaining unchanged at 323 millions as against 321 millions. The
following table shows the variations which affected the distribution of the bill holdings and of
advances from December 31st, 1930, to March 31st and June 3oth, 1931:

31.XIIL.30 31.JIL.3x 30.VL.31

% % %
Banks . . . . . . ... .. 50.13 43.07 46.33
Commerce . . . . . . . . . 19.74 23.65 22.47
Industry . . . . . . . ... 23.68 24.94 22.95
Miscellaneous . . . . . . . . 6.45 8.34 8.25

The examination of the bill holdings, not including advances, shows a bank re-discount
percentage of about 74 per cent on June 3oth.

As stated in our previous report, the total order of 250 million leva of copper-nickel
divisional coins has been put into circulation, thus leaving the State a profit on seigniorage of
212,426,751, 128,087,035 leva of which has been made provisionally available for the Treasury.

Since then, the first batch of 2o0- and 50-leva silver. token coins delivered has been put into
circulation, thus making 248 millions available for the Treasury.

The total advances thus accorded or still to be accorded must be redeemed by June 3oth,
1932, at the latest.
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VI. StaTisTics AND EcoNoMIC DATA (SUPPLIED By THE NATIONAL BANK).

A. Foreign Trade.

League of Nations — Official Journal : 2423

1928 1929 I © 1930 1930 l 1931
For the whole year For 7 months
(In thousands of leva)
Imports . . . . .. 7,192,372 8,162,017 4,605,0 V
,192, ,1602, ,605,006 2,623,718 2,861,1
Exports . . . . .. 6,379,413 6,097,356 | 5,927,800 | 3,487,927 3,443,532
Balance . . . . . . — 812,959 | — 2,064,661 | - 1,322,704 + 864,209 + 582,364

The imports during the first seven months of 1 i illions i
) 1 931 show an increase of 237 millions in value
and a decrease of 17,000 tons in volume, which seems to be due to the ne?:Zssity of renewing
Ee]gall)n stocks of relatively high-priced goods, raw materials or equipment, the purchase of which
ad been postponed as long as possible. This increase was mainly in respect of textiles—wool,

cotton, and woollen and cotton goods—machinery and
vegetable oils and chemical produc%s. Y *pporatiis, mefals and metel goods,

Quantities
Exported during the first seven Imported during the first seven
months of months of
1930 , 1931 1930 1931
Weight (tons) . . . . . .. ... 222,050 401,270 175,396 158,842

The value of the exports remained approximatel i i

1€ ( ! y the same, while their volume was nearl
cII:c[n;l())I:(i. This ml(irease relates mainly to cereals, 120,000 to 294,000 tons; eggs, 14,200 as agains){

) ons; » . > : i :

e, ns; pou r.y, 1,300 as agamst 780 tons; flour, 7,000 tons as against a negligible quantity

Generally speaking, the trade balance of the kingdom was favourable for the first

2 s seven

months of 1930, with a surplus of 582,364,610 leva—though much less than the surplus for the
t;orrespondmg period of 1930, which was 864,209,772. As from June 1931, and for the first time
or a year and a half, there were unfavourable trade balances due to the fall in prices of agricultural

products and to the restrictions imposed by circumstances on certain markets which were formerly
largely open to Bulgarian exports,

B. Agricultural Statistics.
(a) Yield of the Cereal Crop.

The following figures are provisional and were compiled on the basis of information received

in June and July. It appears likely that the yield i i ize—wi
the B indica},’t i PP y tha e_ yield—especially in the case of maize—will exceed

Area in (ﬂ?;lg:‘:ds Output in 1930 Difforoncesin
hectar: f qui (thousands 1930 as

es of quintals) of quintals) compared with

1931
Wheat . . . . . .. 1,161,510 15,278 )

eat ..o oL L L ,161, ,27 15,075 — 20
II\/{Ialze ............. 696,507 10,140 8,268 — 1,872
Myehn .............. 254,935 3,277 3,124 — 153
Bes1 ............. 101,168 1,346 1,176 — 170
Oalt- ey . . . . ..o 267,138 4,324 4,081 — 243
ats . ... oL 0L 0oL L. 133,447 1,427 1,133 — 204
Total. . . . . .. .. .. 2,114,705 35,792 32,857 — 2,035

(b) Value of the Crops (plants used in industry not included).

The following table relates to the crops of the last three years, compared with the average
crop for 1908 to 1912.
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_ This year, in spite of the highly favourable prospecfs with regard to yield,‘we may expect a° . E. B . .. .
fresh fall i?ll the value of the crop, as a result of the constant fall in the prices of agricultural produce Bankruptcies. ankrupleies and qutona in Bulgaria.
and in particular of the collapse in the price of wheat. ' o
Commerce Industry Artisans Banks Total
1920 . . . . . . - -
Value of the total | Value of the crops 1821 ...... IZ 2 _ 9
Total crop Value per quintal crop (not (not including seeds) 1922 I 4 - 16
including seeds) |perhead of population Toms Ll 22 g - - Ig
------ — I 2
— 1924 .. .. .. I -
Toowands [Intex | oo | 30| 2t of | 8| Gotaova | o 7 A = LI %
1926 . . . .. . I00 I2 - I II3
927 ... . .. -
Average 1g08-1912 . . 24,871 I00 15.35 100 319 100 74.15 170 928 . . .. .. gg zg 2 2 i
1928 . 26,230 105 21.95 I42 495 155 87.72 118 1929 . . . . . . 85 18 4 - IgS
1929 . . . . 25,154 | IOX 18.00 117 365 114 63.45 85 930 . .. . . . 183 21 I4 6 227
1930 . . . . 35,112 141 9.24 60 287 89 48.82 65 93T . ... L, I04 20 6 3 13§
Moratoria.
C. Wholesale Price-Index Number. 1926 . . .. .. 67 23 - - 90
927 . . . . .. 85 16 - —
(1914 = 100) 928 . .. ... 48 9 I - Iog
igzg ...... g,ggg : 929 . . .. .. 8o 22 2 - 124
------ ) : 1930 . . . . . . 297 52 o 6
;gzg ------ Z%i; . 931 . ... L. 51 0 . 45 2 3%%
1928: 3:072 ‘ | '
I929. . . . . . 3,205 ‘
1930. . . . . . 2,585 .
1930 1931 :
January . . . . 3,107 January . . . . 2,193 . Appendix L.
April . . . .. .2,72X February . . . . 2,132
%lélt);];er- Z,g% f&{;rn(ih Z.(Ijgg ) SETTLEMENT OF THE SPECIAL ACCOUNT OF THE 7% REFUGEE SETTLEMENT LOAN
. ! May . .. ... 2,088 OF 1926 As AT JULY 3IST, IQ3I.
- June. . . ... 2,044
D. Protested Bills. 3 Sggciﬂs lglollir Yield in
- (a) Nominal amount: * o
1928 : 1929 : -£2,400,000
Number Leva Number | Leva . 4,500,000 ‘ P
s. d. $
January. . . . . ... 15,337 111,819,007 13,719 113,192,033 ) (b) Net amount . . . ... .... 2,112,000 0 O 3,915,000,—
l;ligllary ------- 14,256 105-71?463 11,239 90,167.755 (c) Deduct:
ch ... 14,643 100,975,598 - 12,641 99,433,785 , : . .
April . . . . .. ... 13,793 91,814,860 14,861 106,500,813 ' R‘Zdemptw“ of 1912
May . .. ... ... 15,768 104,133,666 19,061 140,342,200 : B° 1913 Treasury £ s.od.
Juoe . . ... L L. 13,369 03,751,200 15,331 125,199,218 : H alt;nds s+ + .. 625889 11 6 .
Juy . ..., 17,187 120,740,468 21,920 152,871,240 Miscollnoone ove 90,000 0 o 168,750.— *
August . . . .. ... 21,504 147,817,253 23,554 158,630,065 lscelaneous  ex-
September. . . . . . . 22,572 143,495,746 - 29,152 109,743,521 penses:
October. . . . .. .. 21,271 151,537,079 30,299 289,980,065 Stamps, printing
November. . . . . . . 15,158 139,428,500 26,903 305,800,887 : of bonds, etc. . 49,474 4 I
DPecember. . . . . . . 14,351 120,668,902 28,758 341,535,527 _— 765,363 15 7
Total . . . . . 199,599 1,431,804,841 247,528 2,123,415,135 ' ' £1,346,636 4 5  $3,746,250.—
- (d) Add.
1930 - 1931 I t + 8 68
nterest . . . ... .. .. .. 118,468 10 8 320,107.50
January . . . . . .. 27,159 298,291,560 17,776 142,594,226 :
February . . . . ... 23,730 266,386,266 14,808 117,195,528 ) () Subract:® £1,465,104 15 1 $4,066,357.50
. March . . .. .... 20,648 206,205,032 16,805 158,598,004 rack:
| . ﬁ};l;l ......... 32,509 zgg,ggg,ogs ig,;gg ;;g.gg;.li’g’ Amounts released. . . . . . . . £1,414,558 4 1 $4,066,357.50
AR gozgzg Sy 63;:%62 14:738 118:734:142 | (f) Equivalent in leva of half-year's veserve . . . . . . . . . . . . . .. 83,851,875 2
iuly IR 25,003 206,305,3(6)0 — ’ — (8) Proceeds in leva of amounts released . . . . . . . . . e e e e 1,497,206,412
ugust . . ... ... 30,005 212,352,860 — —_ . e
September. . . . . . . 47,301 296,804,926 — — ’
October. . . . . . .. 37,535 252,506,114 — — ) , 1,581,158,287
Il\)Iovemll))er ....... 25,795 237,(7529,941 —_ — ¥ : };;-)ovisioual figures,
ecember . . . . . . . " 22,576 174, ,492 —_— —_ .} The equivalent of a half-year’s res funded by the Bulgari
1"1‘ ; 22 5; 7: 45 29 . fht:::sl%srztt?cx:)];::oan. in execution ofe.::'écle %?ep::g::p‘;lnzf of t¥xe Piobélcgfg?i&;egaftggg t(I(t).f;l'::lh g g; ‘X;:ii ‘ifnt ltlg
otal. . . .. 354'1 5 3,008,309,617 - - 3 Not including a sum of £24,144 os. 1d. which was used direct to pay in sterling for material supplied for the
Rakowsky-Mastanla Railway, & PP
7 . . : haE W P
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‘ Appendix IV. »
Placed at the disposal of: Sterling Dollar Yield in R . ' :
Leva block block ‘ leva ' PoSITION OF THE NATIONAL BANK OF BULGARIA. ;
1. The Directorate ) ‘
for the Settle- . . : In 1
ment of Refugees 1,453,824,302 , (In leva)
¢ t
2. ;-I(;lll,e (iﬁ:er:_lelggg_ . As at May 31st, As at June 3oth, As at July 31st,
struction of the . 1931 1931 193t
devastated areas 45,000,000
e .
1,498,824,302 : 1,498,824,302 B Assels. . . ‘
] 1,499,624, o o — 82,323,085 I. Gold coin and bullion . -« .« | 1,491,4309,123 1,500,644,148 1,5006,387,378
Surplus available . . . . . £50,54 ) (Deposited with - 2. Foreign gold exchange. . . . . . 320,582,674 402,500,824 -363,572,663
. (Deposited the Nl;. tional Bank 3. Other foreignexchange . . . . . . 323,724,743 258,508,242 113,736,242
in London) . of Bulgaria) 4. Small coinage. . . . . . . s 209,076,009 349,039,344 322,716,370
8 5. Bills of exchange and promissory
. notes:
E : Comrne'rcial. Bills . ... ... 263,970,898 277,369,504 303,725,560
| ‘Appendix II. 6 Ad’l‘reasury Bils ... ... .. — — —
. ) . vances:’
EMENT OF THE 714,%, STABILISATION LOAN OF 1928 AS AT JULY 3IST, 193I. To the Government . . . ., . . 223,800,000 223,800,000 243,800,000
StAT 7%% Stestin Dollar French franc Other advances . . . . . . . . 192,513,875 189,989,027 190,388,278
ediei block ‘ block 7. State debts. . . . . .., .. .. 3,004,426,593 | 3,064,420,593 3,064,426,593
£ é. d 8. Inyes_tments. I T P, 318,345,709 324,283,00(2) 323,152,376
. o 13,000,000 130,000,000 9. Buildings and equipment . 23,228,045 23,348,00 23,366,906
iqlg?l::it l;;1rrlxt10unf i:ggg:ggg g o 1%,9_60,000 121,550,009 10. Other assets. . , ., . . . ., . . . 411,206,297 412,777,156 447,285,981
StamDaiﬁlcifiias and other expenses 39,286 7 o 49,250 i 5,200,000 | fotal assets . . . . . S 6.842,313,966 7:027.354.846 0.992,558,347
P Total . . . . . . . . . .. £1,616,713 13 o0 $11,910,750 Fr. 116,350,000 Liabilities.
ivalent in leva . . . . e m W 3,365,320,140 1r. Capital paidup. . . . . . . . . 500,000,000 500,000,000 500,000,000
Aduivalent in leva . ... 5,000,000 1 12. Bank reserve funds . . . . . . . L184,231,852 | 1,184,442,801 | 1,184,724.176
---------------- TT3770.920.140 . 13. Bank-notes in circulation. - | 3,183,469,697 3.283,389,197 | 3,208,903,252
Total . . . . ... ... ... ..., 3,370,320, 48 | I4. Other sight liabilities, in leva 1,408,313,807 | 1,439,060,090 | 1,475,378.974
Amount utilised up to July 3zst, 1931 . . . . . . . 3,280,427,02 . Ig. FDepqsnts, mhleva, ﬁtbx}lq:}ce. . 257,331,648 255,868,827 253,886,384
ilable on that date . . . . . . . . 89,893,112 16. Foreign exchange liabilities. . 109,872,994 147,520,969 139,622,819
Surplus available on that date ? 17. Other liabilities . . . , . . . . . 199,393,878 217,072,802 230,442,142
Total liabilities . . . . . . . . 6,842,313,966 7,027,354,846 6,992,558,347
Appendix III. . Cover.
(Proportion of gold and silver plus net
PosITION WITH REGARD TO THE RECOVERY OF DIRECT TAXES. amount of foreign gold exchange to
. . bank-notes in circulation, plus sight
Financial Year 1930-31. liabilities) . . . . . . . ., ... 37.07% 37.18%, 36.94%
) 4| Per Discount rate . . . . ... .. ... 9% 8149, 8149,
Taxes Commitment Amount recovere centage
Leva Leva 6
......... 63,000,000 99,959,300 | 27.62 _
v TR gso,ooo,ooo 230,907,536 92.36 C.554.1931.1.
Patents tax . . . . . .. e 26,281 332 75.08 Annex 1327.
Supplementary tax on total income . . . . . . . g?ggg:ggg 29’734'6 43 85.
| Towon bulidings | L1l lllliiil | Bocee | mbes | B FREE CITY OF DANZIG.
Tax on war profits . . . . .. ... ... 388687 | 10.43
Tax onsheepandgoats . . . . . . ... ... 65,000,000 52,894,590 8;-30
Tax on exemption from personal service . . . . . gg,ggg.ggg gg:ggg::ﬁg gzgi
Tax o sueessions | - o . ol Soeeeeee | Eedsedt | 8 ‘ AMENDMENT TO THE CONSTITUTION.!
i hase
Callsalh%onsglr: f;l)tfs 82:2;3]? {re?t(.)m.te.fo.r t'he. P.u rf: as . 50,000,000 LETTER FROM THE HIGH COMMISSIONER OF THE LEAGUE OF NATIONS AT DANZIG, SUBMITTED
602,781,993 63 TO THE COUNCIL ON SEPTEMBER IgQTH, I93I.
55,000,000 02,781, : .
9 [Translation.] Geneva, September sth, 193I.
I h;ve the honour to transmit to you herewith copy of a Illetter of August 29th, 1931, P.Z.1. ‘
. . N ited abroad and paid into the loan 2110, which I have just received and in which the Senate of the Free City asks me to submit t
mn;tli‘é“éffx"i"ﬁ,f‘iﬁ:?ﬁteiﬂﬁffﬁgabfif‘:‘ﬁﬁ"fﬁﬁﬁ&ﬁiﬁ%‘l’: 't'fvé?ti“?éifret?f;;e 9? (Ir;)mRO?:l;S)-p e ¢ of means T the Council for its af)proxrral the annexed dra(f:t law modifying the salaries gnd per:sr:ions of oxfgciaig ki
" " This igurs represents the unexpended balanca of the block of £1,250,000 carmarked. for the improvement of mea and employees on the active list and retired and their survivors. il
of communication—namely: . it
Sg:gsz::;g_;%v%;;ztefgzggiltﬁgr;‘agi%‘fl]ig’a!::ée; ! For text of the Constitution, see Official Journal, December 1930, §
£213 135, at the Bank of England. o :
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_H_
":',, o )

. A—0150
REEL No 5557 FESE SR & —




DECEMBER 1931

2428 . ~ League of Nations — Official Journal

The Draft Law in question has a constitutional bearing, and therefore falls under Article 49,
paragraph 3, of the Constitution of Danzig, by which “ amendments to the Constitution can oniy
come into force after they have been communicated to the League of Nations and after the League
has stated that it has no objection to these amendments ”.

The measure contemplated by this Draft Law being in accordance with the recommendations
made to the Council by the Financial Committee in 1926 when the Council approved a loan to

Danzig, I can only recommend for the Council’s favourable consideration the procedure )

contemplated by the Senate of the Free City.
(Signed) M. GRAVINA.

LETTER FROM THE PRESIDENT OF THE SENATE TO THE HicH COMMISSIONER.

[Translation.) Danzig, August 29th, xg31.

The Government of the Free City of Danzig has laid before the Popular Assembly ( Volkstag)
a Bill “to amend the rates of salaries and pensions of officials and employees on the active list
and retired, and the surviving dependants of the same ” (see Appendix). It is necessary that this
law, since it involves interference with the established rights of officials and a modification of
Articles 92 and 110 of the Danzig Constitution, should take the form prescribed by Article 49 of
the Danzig Constitution for laws amending the Constitution. In accordance with this Article a
Bill must pass two readings by a two-thirds majority, at least two-thirds of the elected deputies
being present; at least one month shall elapse between the first and second readings.

The Popular Assembly of the Free City passed the first reading of the Bill by the necessary
majority at a final vote on August 28th, 1931. The second reading cannot take place until the
end of September, 1931. There is no doubt, according to the declaration of the parties, that at its
second reading the necessary majority of the Popular Assembly will be forthcoming.

Since, by Article 49, paragraph 3, of the Danzig Constitution, the law cannot come into force
until it has been communicated to the League of Nations and the League has stated that it has no
objections to the amendments to the Constitution which it entails, the Government of the Free
City would not in the ordinary way make this communication to the League of Nations till affer
the second reading (end of September 1931). As, however, it is of pressing importance to the
restoration of the financial position of Danzig that the law should be put into force as'soon as
possible, we beg you to submit the law to the League of Nations at the opening session of the
Council and to transmit to them Danzig’s request that they should give their consent in accordance
with Article 49, paragraph 3, of the Danzig Constitution without waiting for the second reading,
subject always to the Bill receiving at the second reading the majority of the votes of the Assembly
required by the Constitution. The Government of the Free City will then be in a position to put
the law immediately into effect after the second reading has taken place in due course.

(Signed) Dr. Z1EHM.

Appendix.
[Translation.]
BILL.

The Popular Assembly and Senate have decided on the following Law in the form prescribed
for amendments to the Constitution by Article 49 of the Constitution of the Free City of Danzig,
and it is hereby proclaimed: '

LAW TO AMEND THE RATES OF SALARIES AND PENSIONS OF OFFICIALS AND EMPLOYEES ON THE
AcTIVE LisT AND RETIRED, AND THE SURVIVING DEPENDANTS OF THE SAME.

Article I.

§ 1.

Section 46 of the Danzig Wage Law of October 19th, 1928 (Gesetzblatt, page 329), is hereby
abrogated:

(a) With effect as from November 1st, 1931, in the case of officials and pensioners whose
total emoluments, apart from child allowances, exceed the sum of 300 Gulden per month,
provided always that the total emoluments payable apart from child allowances shall not
fall below the sum of 300 Gulden per month until March 31st, 1932;

(b) With effect as from April 1st, 1932, in the case of all other officials and pensioners.
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§ 2.

Section 1 applies mutatis mutandis to the calculations of;

. {a) Pensions of all retired officials or surviving dependants of the same who come under
the Officials’ Pensions Law, the Accident Provident Law for Officials, and the Officials’
Surviving Dependants Law;

(b) Salaries and pensions of pensionable employees on the active list and retired, and
of the surviving dependants of pensionable employees;

(¢) Salaries and pensions of officials and retired officials of communes and associations
of communes (Section 52 of the Danzig Wage Law, Section 61 of the Officials’ Pensions Law,
and Section 30 of the Officials’ Surviving Dependants Law) and of the surviving dependants
of the same; ' : .

. _{(d) Salaries of persons employed on the basis of the Employees’ Wage Rate Agreement
of June 17th, 1930 (Staatsanzeiger, Part I, page 199).

§ 3
(1) Other corporations of public law standing within the territory of the Free City of Danzig,
including the social insurance organisations, must reduce the emoluments of their officials and
employees, retired officials, and surviving dependants of the same, in conformity with the provisions
of Sections 1 and 2. For this purpose, they are hereby empowered to terminate existing contracts
by giving one month’s notice at the end of the calendar month.

(2) Paragraph (1) shall apply also to communes and associations of communes in respect

of their employees, where these do not come under Section 2.

. Article II.
The Danzig Wage Law of October 1gth, 1928 (Gesefzblatt, page-329), shall include, after
Section 48, the following new Section 48 (a): :

“§ 48 (a).

“(z) Alterations to the salaries governed by this Law, and alterations to the grading
of officials according to the classes of the laws concerning salaries, may be introduced by
law for the purpose of adapting such salaries or grading to the salaries or grading of German
or Prussian officials; ) :

“(2) In the event of the financial position of officials being adversely affected by the
retrospective effect of any such alterations in salaries or grading, they shall not be required
to refund the deficiency.”

Article III.

No compensation shall be granted as a consequence of the enforcement of the measures in
Articles I and IT to persons affected thereby.

Article IV, )
This Law shall come into force with effect as from November 1st, 1931.

o Official No: C.502.1931.1.
Annex 1328. ' :

FREE CITY OF DANZIG: DANZIG-POLISH RELATIONS.

APPENDICES TO THE SPECIAL REPORT BY THE HIGH COMMISSIONER
DATED AUGUST 15TH, 1931.1 '

Appendix 1.

“DANZIG GESETZBLATT ”, No. 32, OF JULY 2nD, 193I1.

(This document is kept in the Secretariat.)

1 For the text of the report sec page 2254.
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