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Fiscal Commission.

Second Session.

10th to 25th Jemuary at Lake Success
x as
(leger oF e Uiitmd Koghn dedegots, v, . w. Aerten)

t;d EE: Commission's report has now been published as paper E/CN.8/49 Rev. 2
followis out the subjects that were covered and what was achieved. The

ing notes deal only with matters which raised points of interest T
potentially wider than the merely technical and with matters which may be
of i'.nterest for any discussion that might take place in the Economic and
Social Council when the Commission's Report is considered.

2. Barly on in the discussions, there developed a project which, I e
understand, is a departure from normal U.N.O. practice. There was a general
feeling, which was sponsored by the United States, that without greater
guidm_lce than is ordinarily available, the Secretariat might dissipate its the
energies between gessions on matters not regarded by the members as of
ma.jor J.n_zportance. For this session, the Secretariat work had been unevenly
done and was on the whole badly presented. There was, too, an impression '8

that a tendency towards academic study should be discouraged. The position .n
o Secretary General and =

'E.ls of some delicacy vis a vis the authority of the
his responsibility for the work of the staff, but this was overcome by the

co-operation of Mr. Owen, Assistant Secretary General, who acquiesced in ion
the formula that was eventually achieved and is recorded in paragraph 10

of the report:- i.e. "That a consultative group composed of three members on
be established between sessions of the Fiscal Commission to confer with he
the Secretary General on the implementation of the decisions of the g
Commission." It was the understanding that this group would be called
together at the instance of the Secretary General. The Commission was

careful to avoid expense in this departure by choosing representatives who
were permanently located in New York, though the value of their influence

will be the less in that they are not persons with any expertise in fiscal 1g¢

matters.
ile

Commission on Public Finance was dispatched without
anything of interest emerging. In the main this consists, for the present,
in requisitioning jnformation from Member Governments and in publishing

the resulting compilation. A volume on Public Debt saw the light during
the session. Some rather nebulous ideas of embarking on comparative and
analytical studies were mooted but for the jmrediate future the resources
of the Secretariat are not likely to run beyond the labour of compiling and

editing national statistics.

cal assistance to Governments provided the first
sentative of the U.S.S5.R.

supported by the delegate for the Ukraine. The Secretariat reported that
it had been given technicel assistance on public finance and taxation to
Venezuela and Haiti. The U.S.S.R. and Ukrainian delegates found it
appropriate to make statements to the effect that while they endorsed the |
U.N.O. policy of providing technical assistance, their view was that the '
assistance should be provided at the cost of the Governments getting it.

On being pressed, both readily admitted that they were not raising amny

issue of substance. Both agreed that this had been decided by 2 resolution
of the General Assembly which was binding on the Fiscal Commission and r
explained that they had felt it necessary to make the point of view of
their countries clear, seeking seemingly no more than that this point of

view should be noted in the record.

He The work of the

4. The subject of techni

opportunity for a demonstration by the repre

roved the continuance of this work of

technical assistance as opportunity offered. One delegate, at least, wes
left with some private doubts as to the quality of the assistance
available. So far as I could judge, the staff of the Secretariat were,
perhaps inevitably in view of the nature of their work, over-academic in

The Commission unanimously app
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Eﬁjiingztloik and the prospects are that they will become more so as
e oieis rval, frDm_sucb practical experience as they have had,
T :i- Tbere is little doubt that Governments asking for
e & c asglstance would benefit, if there were associated with
€ oecretariat for particuler assignments of this kind, working
offlclals_of member Governments who in the ordinary course of their
work are in daily contact with the practical difficulties of
administration.

5. The most important difference of opinion between the Eastern
European countries and the remainder of the Commission arose on the
work of the Commission on the elimination of international Double
Taxation. The Soviet line, supported by the Ukraine and by
C%echoslovakia, was that work of this kind was not appropriate to the
F1§cal Commission nor indeed to any organ of the United Nations.

While these representatives expressed approval of the negotiation of
conventions for the elimination of double taxation between countries
on a bilateral basis, they took exception to international action in
this field on the grounds that it represented pressure on the under-
developed countries to the advantage of highly developed countries.
They claimed that this work in U.N.O. was encouraging the exploitation
of under-developed countries to the disadvantage of the masses of
these countries and alleged that relief from the burden of taxation on
international trade could be more effectively given by decreasing the
expenditure on armaments of the "Imperialist" powers amd so lowering
the general level of taxation. This line of argument was rebutted

by the rest of the Commission, including representatives of the
so-called under-developed countries. The answers given emphasised
that the existence of double taxation acted as an obstacle to the
free flow of international trade, that its elimination would encourage
the investment of capital in the under-developed countries, so helping
to raise depressed standards of living, that the elimination of double
taxation did not of itself place any compulsion on under-developed
countries to open their frontiers to foreign capital and that the
work of the fiscal Commission was concerned solely with ascertaining
the best method for eliminating double taxation. The point, too,
was made that this work had been assigned to the Fiscal Commission
by the resolution of the Economic end Social Council Fo. 67(V) more

particularly, item (1) which ruids:

"Po meke a review and revision of the work which
has already been accomplished by the League of
Nations in the field of international tax problems,
with particular reference to further action to be
taken for the solution of such problems."

and that the work was clearly not therefore "ultra vires".
It was rather difficult to ascertain just what lay under this
Soviet line. It may have been in part & dislike of seeing the work
of the League of Nations Fiscel Committee continued. More probably,
it was an exercise in a somewhat technical field of the general policy
at the moment of Soviet Russia. This line was, however, in spite of
tained throughout the deliberations

the arguments consistently main
of the Commis;ion concerned with this topic, and at one stage, on the

insistence of Russia and the Ukraine, the draft report of the
Commission recorded the objections specifically. At the final meeting,
however, references to the Soviet line were, on the initiative of the
Soviet and Ukrsinian delegates, deleted from the report and the
Ukraine and Czechoslovakia said they would

representatives of Russia,
content themselves by voting against the report as a whole. (Poland

was absent from this meeting and, indeed, took no effective part in
/the



the proceedings. The Czechoslovak representative gave the impression

of a rather unwilling partner in the minority). In consequence, the
voting on the report was 10 in favour with 3 against and no abstentions.

6. There was also a threat of difficulty when the proposed
questonnaire of the Trusteeship Council was considered in its fiscal
aspects. The Soviet representative proposed the inclusion of questions
directed to ascertaining the extent to which investment in trustee
territories was in the hands of residents of these territories or held

abroad, particularly by nationals of the Trustee Power. After
dlscgsaion, however, directed to showing that these points were not
within the competence of the Fiscal Commission, the Soviet representative

agreed not to press them. The amendments that were made to the
Questionnaire were relatively trifling and were acceptable to the
Colonial Office representative in New York.

7. Most of the other items discussed were of a severely parochial
Revenue character. Some difficulty arose on two projected future

studies:

(a) on fiscal measures to prevent depressions

(b) on the influence of taxes upon consumption,
the standard of living and production.

One school of thought held that these were proper fields of
research for the Fiscal Commission and wanted authority given to the
Secretariat to embark on their study. The opposing school felt that
topics of this kind would carry the Commission into the wider fields

of ecopnomic analysis which were the preserve of other organs of the
Economic and Social Council. This latter school largely won the dey,

since the Commission decided that these two topics should be taken up
"at the instence of, and in co-operation with, other orgens of the

United Nations."

8. Only one of the decisions of the Commission specifically gives
rise to extra expense. The Commission resolved that the volume of
International Tax Agreements published by the Secretariat should be
issued in Spanish, at an estimated cost of #5000. This is intended
for use in South American countries and, so far as the United Kingdom
share is concerned, should be eminently worth while, We are anxious
to negotiate agreements with certain of the South American countries
but so far interest on the other side is slight. Anything that can
be done to stimulate interest there should redound to our ultimate

advantage.
9, Generally, while debate was at times forthright, the personal
relations among members of the Commission were cordial and friendly.
The Russian chairmen was in that capecity efficient; although a trifle
ruthless in cutting short discussion, he was eminently fair. I sought
an opportunity with him at the end of the session to enquire whether
he expected that the objections which he had taken to the Commission
working on problems of international Double Taxation could be expected
to reappear at the meeting of the Economic and Social Council which
k. would deal with this report. He gave me to understand that the

e Soviet representative on the Council would probably content himself

~ with abstaining from any vote.

/10.



10. As the report indicates, the session was not very productive.

?he w?rk SO far done and contemplated for ©
is primarily of an encyclopaedic character,
when completed as a reference source for a

may be too that the published jnformation will be of interest to those
countries whose finances are still in an early stage of development.

On the taxation side, while little has yet

to be said for continuing on the present lines. The emergence of
generally accepted principles in, for example, the taxing of foreigners
and in the relief of international Double Taxation (though in the
latter respect most of what can usefully be done was completed by the
0ld League of Nations Fiscal Committee) will be worth the trouble taken.
The United Kingdom particularly has mich to gain from the increasing
adoption, particularly by under-developed countries, of sound

principles of income taxation and from the

of Conventions for the relief of double taxation. Discriminatory
practices and the burden of double taxation operate as serious

obstacles to the flow of trade.

he future on public finance
though it may be of value
variety of purposes. It

been echieved, there is much

conclusion on gsound lines
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University, haed becen mooted for the pre arantion of a comprehonsive
§Q§}¥Sia-°f national tn; laws and ndminfstration on a woﬁld ﬂigé
bE%wZén %ﬁ‘was suggosted that there should be a joint onterprise
T e Fiscal Division's Socretariat and Harvard University,
i Eﬁ;o;opefatiyn of such other Universitice as mizht offer
o naa gtance. The general desirability of guch a survey was

orsed by the Commission, 1t belng understood that the work
could be compassed within the exlsting budget.

6. On national budgets and public finance, the work hithecrto
undortakgn by Qhe Commission has mainly been of publishing
cg?%llations of national statistics., The Secrctariat agpired
?J er fOPk on comparative analysis, leading to_the evolution of
;commbnd?d systems. Tiis carried the approval in particular
of' the United States delegation, while the practical utility of such
work crcated doubts in the minds of others, including the
representative of the United Kingdom. In the result, the
Pegolgolons adopted, particularly in determining the order of
pflorlty of future work, gave somewhat modified encouragement.
The projects are the development of basic principles for Government
budgeting and auditing, and the preparation, by mcans of information
to be secured from Governments, of publications on & uniform and
comparable basis (Resolution p), the compilation and pubiication of
brist gummaries of outstanding fiscal developments in merber
countries from time to time (Resolution F) and the poseibility of
oxtendlnT the work into the area of provineial and municipal
finance %Rosolution E). In the order of riority of work get out
ot Rosolution J, it was intended at 10l (ag that work on the
principles of audit and control in national accounts should be

the maln cConceril.

Ts As at the Second Session, the soviet Group (Russia, Czechoslovakia
and Poland) objected in principle to the Commission's work on taxation
and on national finances. They were preparcd to cndorse the
desirability of bilateral agreements for the climipation of double
taxation but insisted that these were matters for soverelgn
Governments. They argued that the work of the Fiscal Commission
had the effect of putting pressure on menber Governments, and, in
particular, On under-developed countries to the advantage of the
more highly developed imperialist powcIrSs. They claimed also that

a matter for each Government

the ordering of national finances was
to determine. The Group therefore voted against the Report as a whole.

8. As will be observed, the work of the Session was only modestly
Nevertheless, it 18 probably worth holding. The

productive.

discussions on the point dealt with atparagraph 3 above, providsﬂ

veluable exchanges of view and the:Resolution adopted, as is

explained, should be of some continuing value. The time spent on
the texation of civil aip lines may not have peen wholly wasted,

if countries like India and Pakistan have begun to appr iate

arguments pressed against t?air_pﬁiﬂ% of vi '

“probably true that, W: ta
mplexity in most E o
continue t be worth |
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EMPIRE STATE BUILDING,
NEW YOFK 1, N. Yo

AIE BAG 16 May 1951
QU4' Qd»‘ﬁ

Dear Ve‘x}ﬁ,

I am sorry I have not been able to write you sooner,
Altho“&h the results will be by no means commensurate with our
efforts, %he Commission has been going very hard over the
last fow days. We have been sitting, inclusive of Saturday,
from 10 in the morning until 7 at night, In spite of that
we are behind the programme, and although we should have
finished tonight will be lucky if we get through ‘tLomorrow,

We have had the usual brawls with the USSR group,

but since their line was more or less a repetition of the one#g
they took last time, the exchanges have been more of the nature
of shadow boxing. We have a Cuban in the chair and now and
again he demonstrates his Latin American temperament, getting
us all into a procedural tangle which may take an hour or more
to resolve, The only really tense issue has been on the
reciprocal exemption of air profits., India, Pakistan and
Venezuela are taking a firm line that exemption involves dispar
of secrifice, as between developed and under-developed count
and, of course, are getting the support of the Soviet gr

4 long, repetitive discussion yesterday afternoon had G
since one or two abstained, that the Indian-Pakistan vie
carried by & small majority. I am hoping that we may
to extricate ourselves from this today. g

The most important thing we hava dﬁga-_ée&

The propositions are, I ‘L'hink,
American countries to begin dis
though that some of them W
time to time but I don't
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caL COMMISSION (THIRD SESSION)  (item 1

of
15 .
RT OF THE F s |
(5/1993, 8/2015; E/L.175) i
CHAIRMAN declared open the general discussigy %,
The £ on its third session (E/1993), . Pi%l
Commission's répor

iy, HUYBRECHTS (Belgium) said that the Belgian GWOMmt

i
conclusions reached by the Fisecal CQﬂ'lmiSSion i ita

9 g,

draft ro ) "
gession, . _ ; \-so]_utinn
on page 1 of the report recogniz ed count 4

: ot 4 %
income arose had an undoubted right to tax that income, and thes in Sugh
"‘-Eq

the burden of relief of double taxation must fall on the country

reement with the
5 With regard to the problem of double taxation,

ed that the under-dewlop

Cre the i

X alroagy R
in the first country, Thut solution appeared to be wholly acceptable,

was also taxable, for instance, by the giving of credit for the ¢

The problem of double taxation could easily be made the subject, of Ahar
rules based on certain principles; but in practice it should ba resolved

primarily through bilateral agreements.

As to the studics to be undertaken by the Secrctarist on budgetary texatiom
and accounting, the Belgian delegation felt that the target should be limited o

the unification of basic prineiples; the draft resolution finally adopted by
the Commission embodied that view,

\ Mr, MOROSOV (Union of Soviet Socialist Republics) observed that the

. first group of draft resolutions submitted to the Council by the Fisccl Commiscion
was aimed mainly at the elimination of double taxation, and w-s in reality
intended to promotc conditions favourable to the activities of British and

4merican monopolies to the detriment of tha int
countries, That was a

mﬁtﬂd Nations,

arests of the under-developad
matter which hag nothing in common with tha aims .

object of the Second group of drafy resclutions put forward
- certain standards fop bud

o getary accounting, o and so One
Union delegution considereq ¢ iﬁg% ¥ ERA T T

the domestie Competence of e m

was t,o L"Y
Tne Sovich
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useless to keef}

The Soviet U
Commission had not settle
gocial Council,

by the Beonomic and
grefore

Eo
and that it was th

matile operat.ions 5
o recomnended

draft re solution
nciple

My, ISMaIL (Pakistan), referring ©o
ion by the Council, suggested that the pri

by the Fiscal Commission for adoptl
enunciated in sub-paragraph (i1), that the country in which the incomée
should also apply to

¢ right in principle t
The matter gsed at the twelfth

cision of principle ha

namely,
o tax that income;

had been discu
d been reached.

- was earned hod th

~ the earnings of air companies.

session of the Council, bub no de

conclusions reached in the Fiscal

elieved the
ft non—interfei‘enca in

Mr, BLUSZTAJN (Poland) b
rary to the principle ©

Commission's report to be quite eont
and to the economic and s0C

Indeed, the majority of

¢ the recommendations adopted by that body,
al Council to relieve

ial int._erasta-of the

the domestic affairs of States,

l1ess highly developed and under-developed countries.

the Commission had, by certain o
ority of the Zeonomic and Soci

ed capitalist countries of the taxation

ries were entitled to enforce.

tried to exploit the auth
{nvestors from the highly—industrializ
which those less highly developed count

His delegation thought 1t necessary to draw attention to the fact that the

rolevant publications put out by the Secretariat were
::::::1 Enztzl; oio iiacd policy, namely, the promotion of economic
s c.mpth anent of standards of living. They did not place

o fact that an increase in forelgn investments in the

incompatible with the

:::;'::V:ri:dco:‘unctrtda would not nccessarily accomplish those aims, and
b imutm:m elief that examption from taxation would increase t-l:mm'
. Nevertho:.aind ‘:‘GN'DF benofit the economics of th§ und.@.xl--@.e*a'iteﬂ.‘ai ot
publications of = hiator:.’a: would commend the value of certein United Na QM
o cal and statistical charactor, which had e e
ribut sting knovledge in the fleld of int W t:!,m " made a
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In view of the fact that the Fiscal Commission was being %’tm |
3 ' he hi -industrialy _ Y, |
instrument to further the ends of the highly alized Capitayy,

" th.t the Commission's work was unsatisfactory, and that it g fﬂledt{,di .

his delegation found itself unable to support the draft Fesolutiong
by the Commission for the Couneil's consideration, lbreom,‘

S

the duties entrusted to it by the Council,

R

Mr, CORLZY SMITH (United Kingdom) wishod to clarify the Uni-taam% ]
delegation's position with regard to the Fiscal Commission, It was in ape% .
with the Sovict Union and Polish delegations as to the desirability of “Lﬂdingu_p .
the Commission's activities, although for otherreasons than thoss advanceqd by tha,

Although the United Kingdom Government did not disagree with any of the vigy
expressed in the report of the Commission, and had no wish to be critical of the
individual members of the Cormission, it maintained its view that the preperatory
work for the Council in the fisecal field could be carried out more effectively

by small groups of experts with the assistance of the Secrctarist than by a
permanent functional commission,

The representatives of the Sovict Union and Poland had seen in the draft
ons submitted by the Fiscal Camission an attempt by the highly-
alizod countries with investments in othor countries to evade taxation by
‘bilateral agreements, His delegation was, however, prepared to support
Stem of bilateral agreements mentioned in sub-paragraph (v) of draft

°n B-IT, and would vots in favour of the Committee!s taking nof
‘roport, on the understanding that it would not )
ng the continued existence of the F
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the various draft resolutions prescnt
one by one.

It was so agrecd.

Internctional Tax Problems

Draft resolution B-1

Mr. LOROSOV (Union of Sovict Socialist Ropublies) said that hi
) s

delegation would be obliged to vote against draft rcsolution B-I b
~L because it wag
3 e

intended solely to serve the intercsts of British end .meri »
k can OnopOlies R

had nothing to do with ti i
- k; - Bt % Ll .. ¥ 3 |
ith the interests of the peoples of the under-developed ﬂm‘iw&h S

Draft resolution B-I wans adopted by










