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rRAFT F~PORT (discussion continued) 

Paragraph 22 

.Mr. MOROZOV said that some of the ideas set forth in paragraph 

22 were inconsistent :~;·ri th the previous views of the Sub-Commission as 

expressed in its Report. He found it difficult to express a final 

opinion without a Russian translation of the text in question, and 

reserved the right to introduce a proposal at a later stage. 

The CHAIRMAN succested that the Sub-Commission should adopt 

paragraph 22 provisienal~y, subject to Mr. Morozov•s approval later, 

and hoped that there vrould be no further discussion on the subject. 

Five members of the Sub-Commission agreed accordingly. 

Paragraph 27 

The Sub-Commission adopted Dara~raph 27 with a slight drafting 

change. 

Paragraph 28 

Mr. MOROZOV thoucht that the ideas expressed in paragraph 28 

were inconsistent "\vi th various provisions laid down in the Sub­

Commission's first report. 

The CHf-'>.IIU''U\JT replied that the paragraph dealt with o~e specific 

question only -- loans of short-period maturity and high rates of 

interest. 

The Sub-Commission adopted paragraph 28 with slight drafting changes. 

Item 4-B, Paragraph 1 

Mr. MOROZOV 1-rished to recall the attitude he had taken up on 

that question at t~e second session of the Sub-Commission. He had 

taken an active part in the discussion of the principle of technical 

assistance and had ali-rays emphasized that such assistance should be .. 
objective and should correspond to the interests of the countries 

receiving it. He had also indicated that the United Nations was not 

a financing organ -- yet the ~aragraph in question stressed the granting 

of funds for technical assistance. In view of those considerations he 

would abstain from the vote. 

Mr. Pl.TEK said he "'vould abstain because he was not well 

acquainted with the CJ.Ues·tion. 

/Mr. COLLADO 
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Mr. COLlADO said he 1rould also abstain because he had not 

attended the discussion on i terns 4A and 413. 

Mr. BRAVO Jimenez sucgested the deletion of the last sentence. 

Paragra:ph 1 of the report on item 4B was adopted with the above 

err.andment. 

Item 4-B, Paragraph 2 

Mr. MOROZOV thdught that for the sake of objectivity the report 

should clearly state l·rhat information the Sub-Commission had requested 

from the Secretar.iat and indicate that the Secretariat had not been 

able to supply concrete data on that subject. 

The CHAIJ?J.Ui.N aGreed vrith Mr. Morozov's suggestion and :proposed 

the addition of the follmrinc; sentence, to be inserted after the first 

sentence of :paraGra:9h 2: "'The Sub-Commission were informed that it had 

not been :possible for the 3ecretariat to give an analysis of the results 

achieved by s·ach assistance, as the information received by them from 

the specialized a13encies did not provide the necessary material." 

Paragraph 2 of the report on item 4-B was adopted with the above 

amendment. 

SUGGESTIONS BY MR. ILO ON ITEM 3 OF THE AGENDA (E/CN.l/Sub.3/H.l8) 

· Mr. GUIMl\.rJill:s said that when Mr. Rao had first expressed his 

views on the need for an international agency he h~d disagreed with 

him because he felt that the International Bank for Reconstruction and 

Development shoulct be Given addi tional.-resources and that new :possi­

bilities for raisinG funds should be explored. He had even suggested 
. . I . , 

a kind of mortgage loan, guaranteed by specific :proJects, as a means 

the interest of :private investors in the bonds floated 

by the B 

The·W rking paper before the Sub-Commission showed quite clearly, 

however, hat the proposed aGency vrould not be limited to the sole ·task 

of financ'ng economic development, however important the task might 

be, and w uld perform the role of a co-ordinating body. 

/He had 
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He hacl alreacly em:;?hasizecl the need. for such a oody at the first 

session of the Economic-ancl.Employment Commission. In his opinion 

the function of co-ordination was as important as that of ootaining 

international resources for economic clevelopment. 'Consideration 

hacl to oe given not only to measures of technical, assistance, such 

as surveys, statistical analyses, economic considerations, out also 

to the financial m~asures lvhich could. oe taken jointly :vrith the 

International Bank, the !vlonetary Fund. ancl other agencies. 

Another very impor~ant point emphasized. oy Mr. Reo was that many 

schemes of economic clevelo~ment could. not oe financed. out of clomestic 

resources or foreicn finance granted. on strict business pr~nciples. 

The first session of the Suo-Commission hacl cliscussecl the need. 

of lon,g-te:rm capital ancl in that connexion he hacl sul:mi ttecl a 

memoranclum stating that: "Inclustrialization plans I:J.ust take into 

consicleration which inclustries are to afford. the maximum product­

ivity, since the loans are to be repayaole, for the most part 

through the channel of interna~ional trade. Inclustrialization 

~ust consequently foster the export inclustries, clirectly or indirectly. 

However, the puolic utilities, railways, hy~~aulic power, irrigation, 

etc. are the most. urgent need. of the· economically oackwarcl areas. 

In the long range, it seems to me that these are the most procluctive 

forms of investment. The great clifficulty to oe surmounted. in this 

kind. of investment gro>vs out of the fact that puolic utili ties have 

'a high clegree of'capital intensity ancl the present situation of many 

foreign-owned. puolic utilities in the less-clevelopecl countries is 

extremely oacl." 

In his Yieiv no one could raise any oojection to the prin~iple of 

co-orclination suggested. oy Mr. Rao. The Suo-Commission should. 

examine the working paper most carefully ancl send. it to the Economic 

ancl Employment Cqmmission ivi th its general support as an annex to 

the Suo-Commission's report. 

Mr. PATEK said. the Suo-Commission was well aware of all the 

clisaclvantages of foreicn investments. Mr. Rao thought that they.coulcl 

oe overcome oy a new Uni tecl Nations--agency. He hacl certain misgi Yings 

on that point in view· of the past experience with another international 

/agency, 
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agency, t wit the International Bank, which had not been quite objective 

in its decisions. Furthermore, the proposed agency would have to 

negotiate with the administering authorities of any ncn-self-governing 

territory needing.assistance for technical development and there was a 

danger t t Metropolitan countries would profit by the help given to 

the under-developed countries under their control. Loans of hard . 
currencies for instance might be absorbed by the Metropolitan countries 

without ch regard for the needs -:>f the territories they administere·d. 

Mr. COLlADO emphasized his dppreciation of ~~. Rao 1 s sincerity 

and idea He felt however that other means of financing economic 

such as private investments, might be adequate and that 

there wa no need for a new international agency in that field. 

convinced that the Internatio~al Bank could do much 

more in hat field in the future. 

lf~. MOROZOV said the proposals deserved very careful consideration. 

However, he was not clear on the following three points: 1) the source 

of the f nds yhich would be required by tbe new agency; 2) the countries 

which wo ld receive assistance; arid 3) the conditions on which that 

assistan e would be granted •. Consequently, he.would abstain from taking 

any deci ion on that proposal. 

Mr. BRAVO-Jimenez summarized his attitude on the subject as 

follows: In his view, 1) the International Bank could meet the requirements 

of econo ic development in underdeveloped countries; 2) its polici"es so 

far had ot been adequate to meet such requirements; and 3) the 

possibil ty of establishing a new organization to deal with aspects of 

economic develo~ment which were not covered by the Bank·was interesting, 

but its mplications and methods should be carefully examined by the 

Sub-Comm ssion. 

He elt that the task of implementing economic development plans 

eveloped countries should not be entrusted to a central organ­

ization. Economic conditions changed from one cou~try to another and it 

was necessary to bear in mind such factors. as geography, history, 

traditifs, etc. The problems involved therefore had to be considered 

on a re ional rather than a world-wide basis and the best solution 

would 1 provided by setting up regional banks for economic development. 

/The CHAIRJ:v!.AN 
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The CHAIRV~N asked whether the representative of the 

International Bank wished to express any views on his proposal for a new 

international organization to provide finance for the development cf 

underdeveloped countries, 

!Vlr. LOPEZ-HERRARTE (International Bank) dissented from the 

disagreement that had been expressed in the Sub-Commission with the 

statement by the President of the Bank, on the presentation of its Third 

Annual Report, that the Bank had enough funds in hand to finance 
I 

reasonable development projects. He also pointed out_ that the Bank 

did not lend money for a particular project because of the returns it 

hoped to get frcm it; it took into account the extent to which any 

projec~would benefit~ particular country and favour its economic 

development as a whole, He noted that the Bank had sufficient funds to 

send out technical missions to examine such projects before deciding to. 
I 

finance them, and said it was ~rying to ensure that the experts sent 

were familiar with the area in which the project was planned and could 

give a considered estimate of its merits, 

He said that co~rdination of the different organs of·the United 

Nations was essential to economic development as a whole. That 

co-ordination was being carried out in accordance with resolutions of 
• 

the Economic and Social Council and it was to the intere~t of the 

specialized agencies to co-operate with eac\ other. The Bank itself was in 

constant touch with ~he International Monetary Fund, the International 

Labour Organization and the Food and Agricu~ture Organization. More 

than 80% of the Bank's staff was at. present concerned with problems 'of 

economic development. 

While recognizing "that there was much merit in the Chairman's 

suggestion, he felt that_existing organizations were adequate to carry 

out the work and pointed out that economic development was a slow process 

which could not be rushed, 

The CEA~AN said that one of the reasons he had given in 
-

support of his suggestion was that the Bank's funds were inadequate for 
• I 

financing the projects for ecolJ.om1.c devel.o!Jmeut wll:f.cll tmne~·developed 

countries might retl.l:lulJA.bly wish to mJneJ:ta.ke. The1:e co11ld obvJ ously 

he cH f.t't1.L"t~uL v l1:1ws oiJ. thA f::l11"hj.ect ·but he was im],!ressed by the fact tha:t 
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of the Babk from its own capital funds was from about six hundred million 

to six h I dred and fifty million dollars. Part of that would be spent in 

Europe sdlthat, for some time, prot~bly not more than from four hundred 

million ,o four hundred and fifty million dollars, plus an undetermined 

amount w~ich the Bank might be able to raise from private investors in 

the UnitJd States, would be available for development purposes. Although 

economi~ldevelop~ent was a slow pr~cess, spread over a long period, he did 

not thi~ that that amount would be sufficient to finance it adequately. 

He P,ointed out that if there had been no E.R.P. or E.C.A., the Bank 

would ne,er have considered it an econcmical proposition to spend 

seventee billion dollars in Western Europe. The fact that concrete 

expenditure of such a large amount were forthcoming 

when the available went to prove that the amount of money w4ich 

usefully spent on economic development by the underdeveloped 

countrie would be much larger than the ameunt that the Bank cquld raise. 
I ' 

He thou it time the Bank recognized its limitations, and said it 

should nit stand in the way of new projec~s because of prestige 

considerjtions. The most important question was_not the adequacy or 

.inadequa y of funds, but their nature and the nature of the rules which 

the Bank would have to'follow in spending them. 

Tha led him to a second consideration which was that, apart from 

the 2C% arante~_fund, 'the Bank raised its funds from loans on 

the monelmarket, on which it had to pay interest. That meant that the 

Bank inc red certain obligations, which it must fulfil if it did not 

wish to 1aise E?uspicion among investors. It was therefore difficult 

for the ank to spend money on social enterprises, such as the eradication 

of malar a or certain projects in the fields of health and education. 

The econ mic development of underdeveloped countries would, ·however, 

eventual y depend on the undertaking of those. projects, although they 

were not the type of project for which it was easy for a government to 

raise ev n, a domestic loan, and the Bank could not be expected to go 

farther han governments in that respect, since it must not lose the 

confiden e of the private investors. It was for that reason that he 

had felt there was a need for some organization which might finance 

such pro ects, and that was why he had specified that it would not raise 

its mone from private investors. ,He was suggesting a complement to the 

/Bank, 
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Bank, not a rival or a substitute. He urged the members of the Sub­

Commission to regard the suggestion fr·om that point of view and approve 

of the broad principle that there was a need for such an international 

body to ansume the strain which at present fell on individual governments. 

Answering objections raised by members of the Sub-Commission, the 

Chairman naid that lllr. Bravo-Jimenez •s objection that such an 

organizat:Lon would be too big and that regional banks 1-rould be preferable 
I 

was not incompatible with the broad principle of the organization. 

Mr. Patek had asked whether the new organization would be objective. 

The Chair11an pointed out that in the Bank and the Fund, voting power 

depended on the quota subscribed by each'government. The new organization 

would follow the principle, common to most of the United Nations bodies, 

of each nation beiug entitled to one vote, which would make it as 

objective as a majority decision could be. Mr. Patek had also raised / 

the quest:Lon of non-self-gpverning territories. The Chairman felt that 

the organ:lzation he had in mind would be of particular assistance to 

them since the presence of non-Colonial powers in the organization would 

make it more likely that the interests of non-self-governing territories 

would be given due attention. Mr. Morozov had not been clear as to the 

source of the funds of the new organization. The Chairman said that 

they woul<l come from members 1 contributions, following the system of the 

United Na;jions, UNRRA and sim:l,lar bo~ies. The countries which were to 

receive aBsistance would be decided by the organization. · Help would be 

given under the conditions laid down in Paragraph 27 of the Sub-Commission's 

Draft Report. He thanked Mr. Cuimaraes for his support of the suggestion. 

He recognized the Sub 'Commission 1·s difficulty in accepting his 

proposal because of the complex nature of the prQblem, but he urged 

them to aj?prove the general principle and insert a reference to it in 

the Repor·~, as well as a note that there was room for internation?-l 

action in the co-ordination of technical assistance. 

!-'Jr. COLLADO saw no reason why it should not be possible 

to incorporate the Chairman's document on the proposed new international 

body for :~inancing economic development as an annex to the Sub-Commission's 

draft report, whil.e emphasizing that 'it would have to be viewed in the 

context ol~ an approach along the lines laid down in his own alternative 

draft whieh he had proposed.since the morning meeting. 

/Referring 
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Ref rring to the difficult problem of raising funds, he p0inted 

out that one of the advantages of the formula inc0rporated in the 

Articles of Agreement of the International Bank was that it made it 

possible to increase tlie amount of funds available for financinG 

developm nt 1vi thout imposing a direct burden on the member countries· 

He till felt that loans for programmes of the type mentioned by 

the Chai n 1-TOUld be consistent lvith the Bank's lending ability 1vithin 

the effe tive limitations of 'amount and time if sound and well-planned 

, developm nt _·was to result. He also pointed out that, on dccasion, 

private nterprise found it desirable to spend large sums on health 

and educ tional projects. 

Mr. GUilVI.ARAES thought that to explain the. Chairman's idea 

the latt+r's whole document should be inserted as an annex to the 

draft report. 

Mr. BRAVO-Jimenez thought the d0cument mi[ht be included 

1vi thout ~ommi t i.;ing the Sub-Commission to its details • 

v~. PATEK abstained on the suggestio~. 

Mr. MOROZOVhad alread~~aLdi~at~~ ttat the main point 

was not he form of the organization, but the conditions under which 

it had t work. Even an international form did not ensure the application 

of the p inciples of the United Nations, and the questions he had 

raised "' re therefore still valid. He abstained on the suegestion. 

Paragrap 29 

Mr. COLLADO, returninG to the drafting of the Sub-Commission's 

draft re ort, said the new sugt:;estions he had produced lvere intended 

to be a reliminary version of the framework of the whole remaining 

part of he draft report. He had tried to recognize the fact that 

there "\·Te e several different points of viel'r in the Sub-Commission. He 
that 

wished t emphasize/the second sentence in his pr0posed paragraph 29 

set the a&proach to the remainder of the report. In his opinion the 

whole disfussion centred on two issues: (a) the adequacy of the 

several lrms of foreign financing and (b) their suitability to the 

needs, i ti tutions, desires and aims· of the underdeveloped countries. 

He had su gested the statement that the Commission had discussed those 

tw0 main ~ssues •. He moved the introduction of paragraph 29 and 30 

of his dr~ft before paragraph 29 of the original draft. 

/ The Chairman 
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The CHAIR~AN suggested that paraGraph 29 in the original 

draft should be deleted, and that paragraphs 29 and 30 in his draft 

should be inserted in its place, as a basis for discussion • 
• 

Mr. GUIMARAES supported Mr. Collado ss proposal. 

Mr. BRAVO-Jimenez, Mr. PA'rnK and Mr. MOROZOV supported 

the Chairman's ~roposal. 

The Chairman's proposal was adopted. 

Mr. COLLADO emphasized that the Sub-Commission was discussing 

the principle of the-organization of the report. He felt that in 

practice the decision ju~t taken meant that an attempt would be made 

to produce a single draft purporting to give the opinion of all the 

members. He did not believe that possible. He would therefore abstain 

from the remainder of the report and would add a statement of his own 

view·s to it. 

Mr. GUIMARAES stated that while he did not object to any part 

of parag~aph 29 of the Chairman's draft he would have preferred 

Mr. Collado's formulation of paragraphs 29 and 30. 

Mr. MOROZOV said that, while he could ~ccept the Chairman's 

draft as a basis for discussion, he reserved the right to suggest 

changes .. in the wording in the final consideration of the text. 

Mr. PATEK also reserved the right to suggest changes in the 

final draft. 

Mr. MOROZOV expressed ... the view that it would be preferable 

to defer further consideration of the remainder of the report until 

the Russian translation was available. He could then discuss concrete 

suggestions for changes in the wording of each paragraph. Thus, the 

final,stage of the Sub-Commission's work would be considerably shortened 

and actually in the last analysis time would be saved. · , 

Mr. DORFMAN (Secretary of the. Sub-Commission) stated that the 

Secretaria_t, by special arrangement, would have the Russian translation 

available that very evening. ' Mr. Morozov could therefore study it and 

it still would be possible for the Sub-Commission to dlscuss the 

remainder of the report the following day. 
/ The Sub-Commission 
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The ub-Commission agreed to defer further c~nsideration of the 

report u il its subse uent rreetinc. 

ARRANGEME TS FOR THE FOURTH SESSION OF THE SUB-COMMISSION 

Date and lace 

Mr. DORFMAN (Secretary of the Sub-Commission) stated that 

in vie\·T o~ the heavy schedule of meetincs for March--April 1950 at 

Lake Succbss, the.Secretariat of the Economic and Social Coun~il would 

like the ub-Commission to hold its fourth session in Januaryp He 

explaine that there was a tight budget under which the Sub-Commission 

had to f ction and that the session could be held outside of Head~uarters 

on condi ion that any expenses in excess of the budgetary allocation 

for the ]slession would be defrayed by the invitinG government and that 

it would not interfere with other activities. If the Sub-Commission 

decided o meet at Lake Success, its session vrould probably have to be 

held in January, althouGh he would make an effort to have the date moved 

to meet ~e wishes of the Sub-Commission. 

The CHAIRMAN and Mr. MOROZOV recalled the experience of the 

third seslsion of the Sub-Commission and stated that, in order to afford 

members Eaf the Sub-Commission ade~uat~ time to study the documentation 

prepared by the Secretariat, all documents must be posted no later 

than ei t weeks before the opening of the session. 

Mr. DORF~AN (Secretary of the Sub-Commission) pointed out that 

the Secr~tariat was willing to comply with the Sub-Commission's re~uest, 
but that, if the fourth session were held in January and if all 

document tion had to be posted .eight weeks in advance, the Secretariat's 

time woulld be greatly shortened and the com~leteness of its documentation 

vould ne1essarily suffer. · 

The Sub-Commission was in favour of holding its fourth session 

outside o Lake Success and a IIIa;ority of the members expressed 'Preference 

for the ~eeting to take Elace in April 1950. 

Programm~ of work 

The CHAIRMAN stated that in the light of past experience the 

Sub-Co:±sion could not satisfactorily discuss more than one subject 

at one se sion. While the scope of the topic to be undertaken should 

not be to vast, the Sub-Commission should not lirndt itself to a mere 

'/historical review 
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historical review. The Sub-Commission's study and dlscussj on sho1;ld 

be completed by constructive recommendations made on the basis of its 

findings. 

Mr. GUIMARAES suggested that the fourth session of the 

Sub-Commission might consider the co-operative approach to the problem 

of economic.· :development in underdeveloped countries, including 
I 

agricultural and industrial production, marketing, credit, forei~ 

trade and consumption. 

Mr. BRAVO-Jimenez stated that experience · had shown that the 

co-operative approach was not.adequate for economi~ development, especially 

for industrialization. He therefore could not favour the suggestion 

of lfir. Guimaraes. 

As an alternative,. he proposed that the Sub-Commission consider 

problems of planning the economic development of underdeveloped countries. 

That topic would include the organization of programmes of economic 

development,. the obstacles to industrialization and ag~icultural 

1development, and the principles and general ideas to be followed. In 

his opinion, there was a decisive need for an economic theory for the 

economic development of ~underdeveloped co~tries. 

Mr. GUIMARAES indicated that the study would have to be limited 

to general principles and rules, since economic planning in each 

country would present specific individual problems. 

v~. PATEK stated that both suggestions were interesting ~nd 

also recalled that the Sub-Commission had requested the Secretariat 

to study the terms of trade and obstacles to industrialization. 

Mr. MOROZOV ~elt that the studies which the Secretariat had 

been requested.to undertake in the field of terms of trade and obstacles 

to industrialization should be the basic questions on the agenda of 

the fourth session. 

If the problems of planning economic development were discussed 

separately, Mr. Morozov feared the Sub-Commission might become engaged 

in purely theoretical discussions. Mr. Bravo-Jimenez might perhaps 
. ' 

introduce hie topic in connexion with one of the two Secretaria~ studies. 

l[e had no objection to the study of co-operatives. 

/ The CHAIRMAN 
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The CHAIRMAN expressed the view that the studies to be 

prepar d by the Secretariat at the request of the Sub-Commission 

might ot enable the Sub-Commission to make a constructive contri­

consisting of definite recommendations. Admittedly, the 

Secret riat studies would be considered and commented upon, but some 

speciflc positive ·subject was needed in addition. 

T e Chairman expressed interest.in the subject of co-operatives 

for co sideration at the fourth session. 

~. COLLADO agreed that a specific topic was necessary, but 

felt t~at the subject of co-operatives might not be broad enough for 

disc.us ion during an entire session. 

P oblems of planning the economic development of underdeveloped 

countrtes was an interesting and challenging subject which, however; 

was el~sive and would not easily lend itself to the drafting approach. 

The CHAIRMAN pointed out that Mr. Bravo-Jimenez's sucgestion 

on the !planning of economic development would present difficulties as to 

documedtation by·the Secretariat. 

Mr. COLLADO suggested that Mr. Bravo-Jimenez might prepare 
the 

a stud~ to serve as / basis for discussion. 

T e Sub-Commission agreed to defer further consideration of the 

time he place and the rogramme of work of its fourth session. 

The meeting rose at 7•30 p.m. 




