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THE CHARTER FOR INTERNATIONAL TRADE ORGANIZATION,
PREPARED BY A CONFERENCE OF THE UNITED NATIONS,
HABANA, 1948, TOGETHER WITH A MEMORANDUM FROM THE
SECRETARY OF STATE

ApriL 28 (legislative day, Aprin 11), 1949.—Read; referred to the Committee on
i Foreign Relations and ordered to be printed

To the Congress of the United States:

I submit herewith, for the consideration of the Congress, the
Charter for an International Trade Organization, prepared by a
conference of the United Nations which met in Habana in 1948.
together with a memorandum from the Secretary of State.

he Charter is designed to do two things: to establish a code of
international conduct to guide nations in dezﬁing with the fundamental
problems of world trade, and to create an agency, within the frame-
work of the United Nations, to help implement this code.

We have learned through bitter experience how necessary it is for
nations to approach jointly the task of improving the conditions of
world trade.

During the 1930’s many nations acted mdependently, each at-
tempting to gain advantage at the expense of others. The result was
a vicious circle—with restrictions by one nation provoking more
serious restrictions by other nations in retaliation. The end result
was a tremendous drop in the volume of international trade which
made the general depression worse and injured all countries.

Since the recent war, though some nations have again acted uni-
laterally, there has been a general resolve to prevent the vicious circle
of restrictions and to achieve progressively freer trade. To gain this
objective, action by many nations is necessary. No one nation alone,
and no small group of nations, can have enough impact on the network
of obstructions that has been built up.
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2  CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION

The United States program of reciprocal trade agreements has been
a shining beacon of cooperative action to reduce tariff barriers, and it
is vitally necessary that the Reciprocal Trade Agreements Act be
extended in full force.

But it is clear that trade agreements alone are not enough. These
agreements do not touch certain important obstacles to the expansion
of world trade. Subsidies, cartels, and many other devices have
important effects in limiting trade or creating disadvantages for one
country as compared with another. What is needed is cooperative

. action to attack the whole range of obstacles that stand in the way of
broadening international trade.

The Habana Charter is a major step toward achieving that ob-
jective. It was agreed upon by the representatives of 54 nations
after more than 2 years of preparatory study and negotiation.

The Charter establishes an international organization, which is
essential to continuous and effective international cooperation in the
field of trade. 'The nations accepting membership in the International
Trade Organization commit themseﬁves to abide by fair and liberal
principles of trade. They agree to take no action which may injure
another nation without first making a genuine effort to reach a con-
structive solution through consultation either directly between them-
selves or through the (g)rganization. They agree to work together
continuously to achieve progressively greater trade and to settle
differences with respect to national policies that affect the flow of
international commerce.

The Charter is the most comprehensive international economic
agreement in history. It goes beyond vague generalities and deals
with the real nature of the problems confronting us in the present
world situation. While it does not include every detail desired by
this Nation’s representatives, it does provide a practical, realistic
me&hod for progressive action toward the goal of expanding world
trade.

The United States can be proud of its leadership in this constructive
action to help the nations of the world work their way out of the
morass of restriction and discrimination that has gripped international
trade ever since the First World War. The alternative to the Charter
is economic conflict and shrinking international trade.

This Charter is an integral part of the larger program of inter-
national economic reconstruction and development. gl‘he great ob-
jectives of the Huropean recovery program will be only partially
realized unless we achieve a vigorous world trading system, The
economic advancement of underdeveloped areas likewise depends
very largely upon increasing the international exchange of goods and
services. Thus the Charter is an effective step toward improved
standards of living throughout the world, toward the growth of
production, and toward the maintenance of employment and economie
stability. It is fundamental to the progressive, expanding world
economy so vital to the increasing welfare and prosperity of the
people of the United States.

The great structure of international cooperation that is being
erected through the United Nations must rest upon a solid foundation
of continuous cooperation in economic affairs. The Charter for an
International Trade Organization is a necessary part of that founda-
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CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION k]

tion, along with the special arrangements that have been made in the
fields of money and credit, transportation and communications, food
and agriculture, labor and health. :

As an essential forward step in our foreign policy, I recommend that
the Congress authorize the United States to accept membership in
the International Trade Organization.

Harry S. TruMAN,

Tae Wmire Houss, April 28, 1949.

DEPARTMENT OF STATE,
Washington, April 27, 1949.
Memorandum for the President.
Subject: The Charter for an International Trade Organization.

On March 24, 1948, after more than 2 years of public discussion
and international negotiation, the representatives of 54 nations,
assembled at Habana, completed a Charter for an International
Trade Organization for submission to their respective governments.
This Charter establishes a code of principles to be accepted in the
conduct of international trade and an organization to help make them
work. The Organization would take its place with the International
Bank and the International Monetary Fund and the Food and Agri-
culture Organization as a specialized agency of the United Nations.

THE ECONOMIC WORLD TODAY

The world economy is still seriously out of joint. The aftermath
of 6 years of struggle, with its depletion of financial and material
resources and its distortion of the apparatus for the production and
distribution of goods, is still with us. There are pronounced imbal-
ances of trade not only between the United States and most of the
rest of the world but between other countries.

Despite constructive efforts to cope with these problems, there is
still a widespread feeling in the world of economic and political in-
security. Nations face the problems of inereasing production and
distribution of goods, of finding ways and means to bring the indus-
trialized nations of the world back into full productivity and stability,
and of developing and bringing into the area of productive trade the
underdeveloped nations of the world. :

In such g situation there is a clear need for a body in which policies
in the field of trade can be continually discussed, questioned, ex-
plained, adjusted, and harmonious agreement reached. The ITO
Charter provides such a body.

ORIGINS OF THE CHARTER

Even while hostilities were still going on, many persons in the
United States began to think of how we could reach international
agreement after the war which would avoid the mistakes and economic
conflict of the interwar period and set the course of international trade
along expanding and liberal lines. The Atlantic Charter enunciated

a the principle of equal access for all to the markets and the raw materi-
als of the world. Article VII of the Mutual Aid Agreements laid
8. Doe- No. 61
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4 CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION

down the principle of negotiation for the reduction of tariffs, for the
elimination of preferences, and for the removal of discriminatory
practices in international trade. As early as 1943, consultation began
with representatives of the British and Canadian Governments to
develop agreement on principles which ultimately emerged refined
and sharpened in the ITO Charter. _ ;

When the Bretton Woods Conference completed its labors in
establishing the Charters of the International Bank and the Inter-
national Monetary Fund, the delegates recognized that their work
was not complete. They realized that action by nations in the field
of the international exchanges and in the field of international invest-
ment required complementary action in the field of trade. In the
final act of that Conference, therefore, they called upon the member
nations to continue to work to—

(1) reduce obstacles to international trade and in other ways promote
mutually advantageous international commercial relations;

(2) bring about the orderly marketing of staple commodities at prices
fair to the producer and consumer alike;

(3) deal with the special problems of international goncern which will
arise from the cessation of production for war purposes; and

(4) facilitate by cooperative effort the harmonization of national policies
of Member States designed to promote and maintain high levels of employ-
ment and progressively rising standards of living.

When the Congress accepted membership for the United States in
the Bretton Woods organizations, it said:

In the realization that additional measures of international economic coopera-
tion are necessary fo facilitate the expansion and balanced growth of international
trade and render most effective the operations of the fund and the bank, it is
hereby declared to be the policy of the United States to seek to bring about
further agreement and cooperation among nations and international bodies, as

' soon as possible, on ways and means which will best reduce obstacles to and
restrictions upon international trade, eliminate unfair trade practices, promote
mutually advantageous commereial relations, and otherwise facilitate the expan-
sion and balaneed growth of international trade and promote the stability of
international economic relations.

Further agreement has now been reached in the ITO Charter.

The basic ideas of the Charter were set forth in the United States
Proposals for the Expansion of World Trade and Employment,
placed before the peoples of the world for their consideration in
December 1945. It was at the suggestion of the United States that
the Economic and Social Council of the United Nations at its first
meeting in February 1946 appointed a committee to pref)&re the
agenda for an international conference on trade and employment,
the Conference which took place at Habana in 1948 and produced
the ITO Charter. When that Preparatory Committee met for the
first time in London in October 1946 it had before it and adopted as
its basic working document a suggested Charter for an International
Trade Organization proposed and prepared by the United States.
A second meeting of the Committee was held in Geneva in 1947,

After the London meeting, the resulting draft Charter was pub-
lished. Public hearings were held upon it in seven ecities in the
United States. Extensive hearings were also conducted by the
Finance Committee of the United States Senate. Most of the sug-
gestions which were developed at those hearings ultimately found
their way into the Charter.
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CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION 51

SCOPE OF THE CHARTER

The Charter is comprehensive and detailed. Itis a code of principles
designed to guide action. It contains commitments covering a wide
range of trade relations. It stands in contrast to the resolutions and
recommendations of international economie conferences between the
two World Wars, which were uniformly in such general terms and so
lacking in substantive content as to have little or no practical effect
upon the activities of nations. The Charter leaves the world of pious
generalities and addresses itself to the more thorny task of providinﬁ
a g:ljide for action in dealing with specific problems in internationa;
trade.

Equally important, the Charter provides a mechanism for con-
tinuous consultation between nations on policies affecting world
trade. It establishes the obligation and the mechanism of consulta-
tion and adjustment before action, rather than retaliation after it.

We are pledged to unfaltering support of the United Nations
in the conviction that international differences of opinion can best be
composed around the conference table. The International Trade
‘ Organization will provide the conference room for discussion of prob-

lems of international trade. Its rules for action, its means for consulta-
tion, will together provide a method of meeting world trade problems
as they arise and of helping to maintain economic peace.

OBJECTIVE OF THE CHARTER

The objective of the Charter can be simply stated. It is to con-
tribute to higher standards of living, to greater production and wider
distribution and consumption of goods and services, and thus to
economic and political stability throughout the world. It seeks to
do this, first, by reducing public and private barriers which restrict
and divert trade; secons, by establishing the objective of multi-
lateralism and nondiscrimination in international trade and by pro-
viding means and fostering conditions under which this objective
can be achieved as rapidly as possible; third, by providing a means
for dealing with problems arising out of surpluses of primary com-
modities; fourth, by promoting the economic stability and the
maintenance of employment so essential to liberalization of trade
policy; and, fifth, by advancing the economic development of under-
developed areas, which have so great a contribution to make to their
own welfare and that of the world.

THE SUBSTANTIVE COMMITMENTS OF THE CHARTER

Many of the substantive commitments of the Charter are based
on familiar principles of United States policy. Others are of a pioneer-
‘ ing character.
(1)

In the first group are:

(@) The commitment that member nations will stand ready to
negotiate for the reduction of tariffs and the elimination of tariff
preferences. This is simply international acceptance of a policy long
followed by the United States under the Hull reciprocal trade agree-
ments program. So far as the United States is concerned, this com-
8. Doe. No. 61
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6 CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION

mitment will be carried out under the authority and procedures
of the Reciprocal Trade Agreements Act.

) Commitments designed to limit the use of indirect forms
of protectionism, such as discriminatory internal taxes, mixing
regulations, and arbitrary and concealed barriers in the guise of
customs regulations. The principal effect of these commitments
will be to concentrate charges upon imports at the customs frontier, to
make it widely and definitely known exactly what those charges are,
to simplify as much as possible the binding red tape of customs
administration and to secure a wider degree of uniformity in such
administration. The provisions of the Charter dealing with this
subject represent the widest area of detailed agreement yet reached
internationally in this complicated and highly important field.

(¢) A condemnation in principle of the use of quantitative restric-
tions, a limitation of their use in practice to specified situations in
which all nations are agreed that their use is permissible, and a
commitxent to keep their use subject to international scrutiny
and control.

(d) Acceptance of the basic principle of nondiscrimination and
equal opportunity in international trade; the principle of uncondi-
tional most-favored-nation treatment.

These principles are familiar in the United States. They have long
been incorporated in our trade agreements and ecommercial treaties.
In the Charter they are reaffirmed as objectives in all cases and as
rules of immediate and present behavior in cases where that is now
possible. - Where deviation is required by the exigencies of particular
situations, the degree of deviation from the principle, and the con-
ditions under which such deviation will be recognized as legitimate,
are specifically laid down.

Some changes in present United States law will be necessary for
full compliance with the Charter. These changes, however, are rel-
atively few in number and scope. They will be pointed out in detail
to the Congress during the presentation of the Charter and necessary
legislation will be presented later.

2

The Charter, however, recognizes that governmental trade bar-
riers and discriminations represent only part of the obstacles to in-
creased trade in today’s economic world. It therefore goes on to
attack problems not hitherto dealt with in broad-scale international
agre>ment. : z ;

The Charter contains the first set of international commitments

» with respect to the restrictive practices of private and public inter-
national cartels. In many cases such practices can be as effective
and as harmful to the development of international trade as the more
familiar restrictions imposed by governments. The Charter defines
these harmful practices, and contains commitments by the member
nations to take necessary action according to their own constitutional
and legal systems to secure the abandonment of practices found to be
injurious. -

The Charter contains the first set of commitments by governments
to guide the operation of their state trading enterprises. The develop-
ment of state trading has been a phenomenon of increasing importance
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CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION 7

in the field of international trade. The purpose of the Charter commit-
ments is to subject the conduct of such enterprises, as much as possible,
to the same criteria as those which normally govern the operation of
private enterprises.

The Charter contains the first set of international rules with respect
to the formulation and operation of intergovernmental commodity
agreements. Many special problems arise in the field of primar
commodities. These are often produced by large numbers of sma
producers, and surpluses cause widespread hardship. Price fluctu-
ations can be and often are violent.

" Intergovernmental action is frequently required to assist in dealing
with such problems. In the past such action has normally been by
agreement only of the producing countries. The Charter, among
other things, would require that in any such agreement consuming
countries will have an equal voice with producing countries, a new
requirement for commodity agreements. .

he Charter contains provizsions for consultation between members
with respect to their use of subsidies, with a view to limitation of such
i use when it proves to be harmful to other nations’ interests.

The Charter recognizes the importance to international trade of a
high and stable level of demand in the member countries. The re-
duction of barriers to international trade will be of little avail if there
is no demand for the produets of international trade. The full
realization of demand for the products of international trade cannot
be achieved if there are unnecessary barriers to the exchange of such
products. These are two sides of the same coin. In the Charter
member countries would commit themselves to use their best efforts
according to their own constitutional procedures, such as our Em-
ployment Act of 1946, to achieve and maintain within their borders
full and productive employment.

Finally, the Charter recognizes the fundamental importance of the
economic development of underdeveloped countries. Vast areas of
the world are in very early stages of economic and industrial develop-
ment, resources are not fully utilized, poverty is widespread, starva-
tion and disease are ever present. Such conditions provide no basis
for cconomic progress or political stability. They are fertile breeding
grounds for discontent and unrest.

It is to the common interest of all nations to see such areas brought
to a higher stage of economic development. This can be done by
the efforts of the people and governments of the areas themselves, by
the efforts of private industry, agriculture, and labor in other countries,
by the help of other governments, and by the help of international
agencies. Therefore, the Charter contains provisions designed to
facilitate the flow of technological information and private capital
into areas which need and can use them and, at the same time, to
safeguard those areas against abuses of foreign investment which
have unhappily taken place in the past.

These provisions of the Charter were of deep and primary concern
to a large number of the countries represented at Habana. They are
of concern to the United States also, For it is in this area that the
United States and other highly industrialized and developed countries
can make a great contribution to the sound development of other
nations and, at the same time, to our own prosperity.

P
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8 CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION

THE EXCEPTIONS IN THE CHARTER

The Charter is designed as a set of principles to be observed in
action. It is not just a set of temporary rules to meet the present
abnormal and emergency economic situation. It is designed also for
the longer term. It will represent agreement as to future objectives
as well as to the rules for today’s action.

Many of the commitments, such as those dealing with negotiations
for the reduction of tariffs and elimination of preferences, the abolition
of discriminatory internal taxes and regulations, the simplification
and publication of customs regulations, the negotiation and operation
of commodity agreements, the limitation of the restrictive practices
of cartels, and others, can be, and must be, immediately and fully
lived up to.

Other commitments cannot, in the postwar economic world, be
fully lived up to by all countries immediately.

For example, the members of the ITO will commit '‘themselves to
abandon the use of quantitative restrictions. But during the postwar
transition period it is inescapably necessary for many, if not most,
countries to budget their foreign purchases. Therefore, the Charter
provides that when countries are in real balance-of-payments difficul-
ties they may use quantitative restrictions to limit their expenditures
of foreign exchange. When the circumstances which the Charter
recognizes as justifying the use of such restrictions have been cor-
rected, members are committed to abandon them.

Under certain circumstances, countries in the process of economic
development may have legitimate need to use restrictive measures,
which would otherwise be prevented by the Charter, for the develop-
ment of new industry. Hence, the Charter provides certain cases
in which this may be done, provided the Organization is satisfied
that carefully specified conditions, agreed to by all the members, have
been met.

Under certain circumstances a tariff rate, negotiated under the
commitment of members to negotiate for the reduction of their tariffs,
may cause or threaten unexpected injury to a domestie industry.
The Charter provides that under such circumstances the country
granting that concession may withdraw or modify it to the extent
necessary to prevent such injury. This provision is patterned on the
escape clause which the Umt(;:’l’ States includes in trade agreements
negotiated under the Reciprocal Trade Agreements Act.

Under certain circumstances it has been necessary for governments
to intervene to prevent the disastrous effects of surpluses of agricul-
tural produects by programs restricting domestic produetion or market-
ing. In such eases it would be unfair for imports to be exempt
from control and they could be limited.

Considerations of national security at times require measures which
would not eonform to the general principles which would normally be
applied under the Charter. An exception is, therefore, provided to
permit action to be taken by member countries necessary for their
national security.

Without exceptions of this kind, members of the Organization,
ourselves included, could not accept the commitments of the Charter.
The exceptions are carefully defined and are agreed to by all. Their
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CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION 9

use is subject to serutiny by the Organization. Their abuse is subject
to complaint by the members.

STRUCTURE AND FUNCTIONS OF THE ORGANIZATION

The International Trade Organization would be a specialized agency

’ of the United Nations. As such, it would enter into relationshi

with the Economic and Social Council of the United Nations and wit
the other specialized agencies in order to insure coordinated action
and to avoig duplication of activities and functions,

< The structure of the Organization itself is simple. It will have a

Conference composed of the member nations which will be its
fundamental governing body. The Conference will meet periodically,
but at least once a year.

The executive functions of the Organization will be vested in an
Executive Board of 18 countries, of which 8 must be nations of chief
economic importance as determined by the Conference. This pro-
vision insures a permanent seat for the United States on the Execu-
tive Board. Other nations likely to have permanent seats under this
test will be the United Kingdom, France, the Benelux Customs Union,

b and Canada.

Each member country will have one vote in the Conference and on
the Executive Board. Deecisions of the Conference and of the Fxecu-
tive Board will, except in certain cases where a two-thirds vote is
required, be by majority vote.

gI‘he Organization will have a Director General, to be appointed by
the Conference on recommendation of the Executive Board, who wi
be responsible for its day-to-day activities under the direction and
supervision of the Executive Board.

With one exception, relating to the discriminatory application of
restrictions for balance-of-payments reasons, the Organization will
have no power to require any member to take any specific action.
It will have the power to decide whether a member has lived up to
its commitments under the Charter. If it finds that the member has
not lived up to a given commitment, it may release other members
from certain of their Charter obligations to that member, which, if
not satisfied with this decision, may in most cases withdraw from the
Organization on 60 days’ notice.

Decisions of the Conference of the Organization may be referred to
the International Court of Justice for legal opinion.

The Organization will provide a forum where problems may be
discussed and conflicting interests reconciled. It provides a means
of bringing to bear upon a given problem the force of international
public opinion. It provides a means of developing, on a case-by-case
basis, international precedents in the field of economic and commerecial
relations.

) The Organization will provide a means for the accumulation and
dissemination of trade statisties and information about trade practices
of government, e. g., customs regulations, ete., which can be of great
service to businessmen,

The Organization will be empowered to make studies in various
fields, for example, standardization, uniformity, and simplification of

~  customs regulations. It can be a means for the collection and

dissemination of technological information.
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10 CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION

The expenditures of the Organization are to be met by contributions
from the members. These contributions are to be apportioned among
the members in accordance with a scale fixed by the Conference fol-
lowing such principles as may be applied by the United Nations.
Should the United Nations place a maximum limit on the propor-
tionate contribution to its budget by any one member, the same
limit is to be applied to contributions to the Organization.

PLACE OF THE ITO IN THE STRUCTURE OF INTERNATIONAL COOPERATION

It 18 EH:-Earent that the economie problems facing us today cannot
be solved by any one nation, or any few nations, but must be tackled
by many nations working together.

We are committed to unfaltering support of the United Nations.
We have participated in the building and establishment of the Inter-
national elonetary Fund to deal with the problems of international
exchange. The purpose of the fund is to promote by international
action reasonable stability and convertibility of currencies. Clearly,
trade must be brought into balance if currencies are ever to be and
remain stable. Regulation of exchange controls is futile if nations
are free to use quantitative restrictions instead. To solve the prob-
lems of international trade, international cooperation with respect to
exchange controls and currency valuation must go hand in hand with
international cooperation with respect to other forms of trade barriers
and the expansion of demand in international trade.

We have participated in the building and operation of the Interna-
tional Bank for Reconstruction and Development. We are interested
in foreign private investment. Clearly, loans cannot be repaid or
earnings on investments received if international trade is not fostered
and freed. International cooperation in provision of capital must go
hand in hand with international cooperation in the development of
the kind of conditions in which capital can exercise its catalytic and
construetive influence.

We are playing a tremendous part in the great work of European
recovery. In the development of the Eurepean recovery program
there has been consistent recognition of the vital importance of in-
creased trade. The participating countries have pledged themselves
to cooperat> to reduce trade barriers and expand trade in accord with
the principles of the draft Charter for an International Trade Organi-
zation. Similar pledges are repeated in the convention for European
economic cooperation.

Section 115 (b) (3) of the Economic Cooperation Act requires the
melusion in the bilateral aid agreements between each of the par-
ticipating countries and the United States a general undertaking to
cooperate in facilitating and stimulating an increasing interchange of
goods and services and in reducing barriers to trade. In accord with
this congressional mandate a provision to this effect was included in
the bilateral aid agreements with the participating countries.

The European recovery program is designed to help put the Euro-
pean countries on their feet. The ITO Charter provides principles
and rules of trade which, if followed over the long term, will give them
the best chance of staying on their feet. The prcblem is one of
markets as much as it is one of production. Our investment in the
European recovery program can be fully realized only if the partici-
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CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION 11

pating countries are able and willing to adopt trade policies which
will foster multilateral, nondiseriminatory, and expanding inter-
national trade, rather than policies of bilateralism, diserimination,
limitation, and control. Wide acceptance of the Charter throughout
the world would mean that many other nations besides those in
western Europe would be marching in the same direction and with the

; same purpose.

P We are deeply interested 1n assisting in the development of under-
developed areas of the world. We hope to see these areas develop
under political and economic institutions in which human dignity and
freedom can be preserved. In particular, we hope to increase the
international flow of technical knowledge. This is not something
which we can, or would wish, to do alone. Other nations have great
reservoirs of knowledge ana experience which they, too, can, ana will
be glad to share. The International Trade Organization will be one
means whereby resources of knowledge may be pooled and directed
to the areas and projects where they can be most constructive.

CONCLUSION

: Thus, the International Trade Organization, like the other special-
ized agencies of the United Nations, is part of a pattern—the pattern
of the great majority of a community-of nations cooperating together
in various fields of the community’s life to provide the services which
the community needs.

DEeaN AcHusoN.
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