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Renort of the Council Commivlee on
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The Council Committee on Non-Govermmental Orgonizations, acting in
accoriance with rule 8L of the rules of proceiure, met on 15 February 1950
under the acting chairmanshin of Mr. Walter Kotschnig, United States of
America, to hear the representative of the National Association of Manufacturers,
a non~-governmental organization in category (B) consultative status, on item 7
of the Ccuncil agenda: Revort of the Economic ond Imployment Commission
(£ifth session).

Summary Record E/C.2/5R.T1 (;eneral) has been issued for this meeting.

The statement of the representative of the Netional Association of
lanufacturers is here reproduced in full at the request of a member of the

Council.
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Statement mele by Mr. Pnilip Cortney on tchell of the Nationel
Agesocietion of Msnufacturers to the Committee on Hon-
Govermmental Orgenizaticns of the Fconomic =and Social

Council of the United Nations, 15 Tabruary 1050

The Renort on Natlonal ond International leasures for Full Emvloyment
wublizhed by the United llaticns overstresses full employment =nd stability to

-

the detriment of economic progress and higher stenlards of living. The Hationol
fLgsocietion of Manufacturers fully agrees on the imsortance of a hish level of
nroductive employment, but must insist thet the means used for maintaining
egmployment should not undermine or destroy the individual competitive system.
This roport svesks of full employment as the "over-all objective” of public
policy to which governments should relate a1l thelr activities. Ve leave
undisputed, the definition of full employment given by the report. It ought
to be cbvious, however, that employment cannot be en aim in itself, or we would
conslder that an army camd or a prison i1s the mosgt Zesirable prototype of
gociety.

Dr. Alexander Loveday, former Director of the Economic Intelligence
Deovartment of the League of Nations, has expressed himsell as Tollows cn
emnloyment in o Tree society:

"In a Tree society: there is the rub. lany governments have since
the wvar formally assumed the resnoneibillity for securing and mainteining
vhat et Sen Franclsco they felt emotionally impelled to call full
employment. Now, govermment can, I believe, secure and assume full
employment unier certain conditions. If 1t 1s iIn 2 position to tell every
man and woman - entreprencur or wege-earner - what he shall produce and
what consume, how many hours he shall work a day, what remuncration hLe
shall receive, whet portion of his remuneration he shall save or spend,
and if it cen cast those who do not corry out its instructions into a
concentration camp, it can, I beldeve, guarantee full employment - inside
the camp or outsile. But if thet 1s done, you sacrifice human liberties.
This question of employment ls therefore a question immediately affectin
the 4aily lives of us 21l1."

That do we mean by a free society? By a free society we mesn not only one

the individual enjoys The rights and freeloms with which we are

but elso the right to work or mot to work, the right to get the best
Job e possibly can, the right of the consumer to use the product of hils work
in purchasing vwhatever he wants. IlHoreover, in a free society the individual

is free To leave a country nrovisionally or permanently, as he wishes.
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Ye submit that in analyzing the oroovlem of emnloyment and the proopossls To

we must five paremornt cons levation to twe over-riding

vemedy unemolo

o

in the »rocees ve Jo not destroy hwirn ights end human

Tiherties which the individuel enjors in a free gociety. Ve hold thet our
civil and noliticel vizhte 2ve devenicnt on the preservetion of an

nlividualistic compe it vy 0 UIchm,.

2. The second over-riding objective 1s thet natlonsl molicies for full

employment should s Jovis o ag to suit the requirements of & well-

knit wvorld eccnomy. Ilech country zhould ney 2 resayt to the effects

of 1ts netionel nolicies on the well-being of ohior countries, and

particulsrly on international economic relations.

Ve ror.et to hove to say thet the roport loes not mect e test of theg
two Tundemental over-ridins ob/lectives.
_XA
%%
The revnort Is imined with intellectual vnrepossegsions ond idcas sbemming

f

T e L . - | Tl . " e MWTT
I7om vnet 1s known ag "Koynesian” or Tl

lev" econcuics. Our moin objections

to the thinking which hae provsiled in the maling oi the report 2re the

1. The intollectuel apd ronch to the oroplem 18 incompatible with the

wreservatlon of the individualistic compotitive system. It decls with the

cconcmic problems of our socilety Dby usging the notlon of "effective iemani”,
vhich is the economiet's idicm of the popular vemark: "to buy you neel
money '’ . ¢ thinking which starts its chain of ressoning with "effective

demend’' 1s atbtecking only symotoms of econocumic Aisorders but never the

cruseg.  Ag o result of this kind of thinking we mey sev full ewployment by
mesns of chronic monetery infletion, but in the ¢3s wo would desgtroy the

individvalistic free :nberprise system. Ve ceonnot accept deficit snending
as o Way or 1ife, because 1t would disrupt our socisl econcmic gystem and
voull lead ns into a toteliterian form of soclety.

v

15 e symptomatic of the way of thinkting of the sconomists whe have
)

written the wenort »ublished by the United Nations 'lgt not once are the words

"costs of wroduction’ even mentioned except in a ncte by Professor J. Clarke.

/11 i



It 12 well Ymowm thot thosge vwho accent deficit smending as & way of life

aro not concerned c¢ither with the volume of naticnal debt or with the costs

seriments, Obviously the suthors of the report believe that

e cean Lift ourselves by our bootstrens. The lack of concern with the matter

of cogts teccomes narticuvlarly sisnificent when ve think of what a depression

really io. A depregsion means that the volume of joods that can be produced
ot nreTailiing costs of production with the available factors of vroduction
carnot be sold at o oroflih st nrevellinge nrlces. conomic depressions arve
usually characterized by o T=1l in vrices, which 1s necessary to reestablish
e halonce Letween productlon and consumpbion end thereby permit economic
activity wo resume s pre~depressicn or 2 higher level. But the sconomists
Vo have written The report are not concerned with costs. They even argue
that we srould atlbasdt in our cconcmic policy the impossible task of
2bilizing »ricce, aboubt which reccmnendation we shall say a few words later.
2. The report sbtorts from the assumption that govermment can provide
employment 2nd maintain o free society. Ve holld the view that a govermment
e no means to maintsoin full ‘mploymert except in a totalitarian socicty.
. 1 “rechure nublished in dngland by the VWorkers® Educationsl Association
cn the nroblem of full emplceyment, the author of the study, Mrs. Joan Robinson,
who i the spiritunl mother of the 'full employment” doctrince or myth,

P

wmokes the following interesting stotement:

eXannle lmowm to history of full emvloyment under »nartislly
nitaliem (excent in wortime) is the Nezi regime. The Nazis
ol in overcoming the problems created by full employment becausc
g ~gt broken the labour movement. Digeinline in industry was

red by subgtituting terror, alorg with a mystical nropapganda avpeal,
for the Tcar of unemnloymont. The vicious swiral was cut at the root
by fixing weoges.”

‘<

The revort right fiom the beginning atucmpts bo demonstrete thet the
United Ltates is pledged to a Tull employment policy by its sicnaturce of the
United Natione Chertor. Hovever, cn cne side, the United Naticns Charter
ldocs not define Full employment; and on the other side, Articles 55 and 56,
read together, stote that the United States pledges itself to take joint and
gonorate action in cooporation with the United Nations for the "promoting” of
full crplcoyment. It is not vory clear what the drafters of the Charter meant

.
' .

by balking action ror the promoting of full employment”. No country ovr

/covernment
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government likes widespread and prolonged unemployment. Therefore a policy
apoinst uncmployment 1s, so to say, a matter of course. Ve fail to sco,
however, how the United Otates could nossibly have pledged itscli to tele
action to cradicatc unemployment, and have perpctuel full employment. Ve
Aoubt that the United Stetes govermment has pledged itself to do scmething that
it cannot possibly do =nd maintain a free society. Besides, a nlcige "to teke
action designed to achieve and maintain full employment” (which, by the way,
is the lanfuage uscd in Article 3 of the ITO Charter) was hotly debetcd and
turned down by Ccongress in 1945 (the so~called Murray Bill)) and. Coﬁgross
adopted "The FEmployment Act of 194G" which provided carefully wordeld
safcguards to nossible actions of the government in matters of cmoloyment.
T4 1o also interesting to note thet "The Employment Act of 19LG" was passed
by Congress after the signature end ratificetion of the United Netions Charter.
3. The report nublished by the United Nations states: "in the successful
attainment of the twin goals of full employmont and the creation of a
relatively free mvltiloteral trading system, the former must certainly teke
precedence over the latter: while countries cen pursue full cmployment
policies even without a multilateral trading system, the restoration of
multilateralism without the attainment of internal economic stability in the
trading countries is impossible.” It is no wonder that such a statement shoull
be found in the report publisheld by the United Nations, which fundementally
ig a plea for planned econcmy and state control of economic activity. Ve
find in this statement by the cxpcerts the seme thinking as in the Havana
ITO Charter. Therein also preccedence 1s given to nationelistic economic
»olicies over international economic cooperation.

The report, like the ITC Charter, shifts the cmohasis from the pursuit
of freer trade to the pursuit of nationad full cemployment. fmployment is not,
for these experts, an aspect of a well-functioning cconomy, but an aim in
itself.

It is evident that trade is greater among prosverous countries then
emong depressed ones. It is, however, also truc that emvloyment increases
with the exvpansion of ftrade. But the naticnalistic socialistic-minded
countries which worked on the ITO Charter were dccided that the issuc "tiele
through employment” or "employment through traie” should be solved in favor

of nationalistic economic planning. /N 73
. azi



Mazi Germany hed full employment, but also exchange controls and import

quobas. Cocinlistic economic nlanning of econcmic activity inovitabiy croates

9 e m
1

balance of payuments 4ifficulties and thercfore requires exchange controls and
e

imzort quotas, the most diabolic instriments ogeinst international cconcmic

cconeration. The Lerdeon "Tinmes" of January 20th reported the following
stotement made by v, Herold Vilson, President of the Board of Trade:

"Brgic controls, such as those of the lecation of industry, forcirn
cxelhoncoce, and the volume of investment, will be maintained as permencnt
1n~t 1Acntk to cnsure the maintenance or our ceconcmic pos1tlon end the
fulfillment of our full employment prosramme.”

Ag if this statement werc not cnough to clinch the argument, one can
vcal in 2 vublicetion issued by the Lebour Party, "FEET ON THE GROUND, o
stuly of Vestern Union”, the following statement:

"Tittle hos been said about the relationshin between a western
union and S0CI1aliSlM see-uecoseossvensasasesevnntssostsanassstssasaosss
We as socialists belicve that the type of econcmic planning and social.
reform required is incompatible with the survival of competitive
capitaliem.”
L, It oucht to be cbvious thet the first cesentiel for the cure of any
mals?y is to have a clear diagnosis of its nature. Admittedly not all

depressicns ave slike. The reoport i1s meinly directed to cne sort of Jen“385lon

in onc sort of country, merticularly the United States (a 2isgnosis cn the
uesual Keynesian pattern, completely inadequate). But the report does not

congider the case of o country which maintains employment by inflatiorn and

thereby keccomes unable to pay Tor its neccessary imports of raw materiesls,
vhich is, for insbtancc, presently the cese in Great Britain. ’

The report is mainly concermed with the symptoms of economic disoricrs
but net with the root cavses. The cxperts thercfore propose various gadgets,
mainly of an autometic naturc, to cure uncmployment. The whole apprcach to
the problem is as if ours were a mechanical world. The revort recognizes
thot the metholdes proposed ere still in their infancy, and yet by over-
simplifying the difficulties of the problem they propose devices which may
vork or not, and which may underminc our social eccncmic structure. Ag the
Lordion "Econcmist” puts it '

erhaps the greatest nircsent threat to it (the full employment
policy) lies in the over-confidence of governments that they have
mastered the trade cycles.'
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Professor Alvin Hensen in his book "Iconcmic Policy and Full Fmployment”
states:

"lediern govermments arc just at the throshold of this grort
cxperiment (mestering the trade cycle). Vo are, however, still in the
kindcrgarten stage.”

Ve wish novw to comment specifically on a fev points in the report:
(2) The report gtetes, in paragraph 75, "this stebilizing influence morcover,
will be all the greater the larger the normal share of governmental expenliture
in the totel national expenditure." We believe that this view is completely
‘erroneous. High govermment taxes make for high prices. High government
expenditures mean high goverrment texes. High govermment cxvenditure is
disruptive of the flow of savings at its source and destroys the incentive
esgential to indiviiual enterprisc.
(b) The report minimizes the ianger of inflation in countrics vhich makc full
emnloyment the over-all objective of econcmic »nolicy. We are referring not
only to the balance of payments difficulties which are an inevitablc resulit
of socialistic cconcmic planning for full employment, as proved reccatly by
Great Britain and by Sweden; we are referring to the danger of inflation
created by full employment policies. Mrs. Joan Robinson mekes the following
pertinent remarks in her brochure on the problem of full employment to
which woc referred beforc:

"Another vroblem created by full employment is the tendency to
inflation. Vhen lsbour ig scarce relatively to the demand for it the
Trade Unions are in a strong position to force wages up, and cmployers
do not object to raising wages since it is easy for them to pass on extrao
costs to the consumer in the form of highor priccs. But, as pricos rise,
the vorkers demen? still higher wages, and the 'viclous spiral' of wages
and prices sets in.

A continuous rise of orices involves gerious dangers. TFirst, it
brings about an arbitrary and unfair change in the distribution of income,
all those with incomesg Tixed in terms of money suffering a loss of real
inccme. The worst sufferers are oncensioners, and the workers who are
ill~organized and 2o not succeed in getting thelr wages up as fast as
the rest. The most vocal sufferers are the miidileclass tend holders
end solary eammers. The loss of their good will may have serious
nolitical consequences for the Government attempting to carry out a full
employment wolicy.

/Second,



Second, a general cxpectation of rising prices mey lcad to =2 completce
coilavse of the valuc of money such es occurrced in the great inflations
v tue continent after the last war.

To a rcmarkable cxtent an appcal to the watriotism of the Trade

Unions during and since ' © vwor has kent the Tvicious spiral! within
Pounds, but the pesition has veen, and remeing, highly prccarious.”

Dr, Zdwin G. Nourse, who resigned last Movember as Chairman of thc
Jregidentts Council of Economic Advisors, recently statcd that "the unions
were generally looking to the Federal Government either to strengthen
furtherr their legal position or to supplement their inccmes.....; They scem

mw

willing to accept dollar gains on the basis of the Federel deficits and are
not much concecrned at “he inflaticnary results in cither deficits or wage

rises that induce equal or greater price alvences.” It is therefore strauge,
to say the least, to find in the rcport the follcwirg statcment in parsgrarh ol
dealing with fuwll cmpleyment and inflation:

M eeeeeessil i8 novertheless true that the govermments' general

regouongibilitics for mainteining the stability of the price level arc

enhanced by their adcption of full cmployment policics.”
(¢) Tho experts consider that it is the resvonsibility of the goverrment to
gtabilizc the »rice level. They beolicve in panaceas to solve our cconcmic
nroblems. In the last fifty yeeo:»~. therc are rev subjects on which so much
inzenuity and Ink have been used as on the question of stabilization of
nrices. Firsgt of all, the exporits scem to forget that the groetest depircasion
wo have cver Imown stertced after 2 relatively long stability of the pricc
lovel. In polnt of fact, iw is this stability which fooled many an econcmiat
in the belief that they woir liring in 2 now era. Those who fovor a govormment
policy for the stabllization of the mrice level arc thinking mainly of the
monctary aspcct of this gquostion. The fect that moncy, and its role in an
ccenenny, hag for most ceonomists a mysterious choracter lcads them to belicve
that they can manege the monctary system so as to sccure the stability of
nrices. They don't seom to realize that the level of prices is influcnced
by meoncy but also by producrion, anld that, thoreforc, cven 1T we assume that
they could manage the moncy side of the equation they would also have to
control the production of gocds in the world, Professor Charles Rist, one

5

of the greatest living econcumists, recently stateld:

/"0nc should
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"One should say without hesitation that thce stabilization of »nrices
is like squaring the circle. There is cven an unwitting deccit to let
the public belicve thet the economists =nd the government have available
means cancble of insuring the stebility of »nricce, cither in the world or
in a warticuvlar country. It would bc a great achicvement if we coulld
only convince the governments not to thoemsclves create instability of
prices in the world by the crecation of pancr moncy and the maintenance of
disoricr in their cconomics.”

(4) In the iiscussion of the¢ intcinational aswccts of full employment volicics
the netional conscquences of what the revort calls "the international

propagation of cyclical fluctuation” arc over-ctressed end thorefore nationalistic
remeldics are vrovosed. IHerc agalin the experts are concerned with the symptoms

of economic disorder rather than with the causes. They hardly takc noticc

of the cxistence of thc price mechanism and the market placc for the
reestablishment of equilibirium betwecen imports and expoirts. Instead of

thinking in terms of solidarity of world cconomy, they argue in Tavor of
insulating nationalistically olanned cconcmies from countries which may not

be able to avoild a ceortain dogrec of economic depression or recession.

Ve are of thc oviniocn that if a country, pursuant to a dcpression,
sufTers a rciluction in its cxports, such problem can bc solved not by the
cconomic insulation of such a country, but by closc cconcmic coopcration
with other countrics and by the Tlexibility of ite cost-=price structurec.

The so-callecd "inteirnmational” recommenistions related to the full
employment policy are most unrealistic. For instance, the eXncris recommend
a stable flow of international investment bty govermment, for economic
developments of under-developed arecos. Ve belicve, however, that thore is
a gtrong conviction in the United States, sharved by »ractically everyonc,
that private capital and not our govermment should make the major contribution
to the economic dcvelopment of undeveloped areas. The cxperts! veport also
contains a proposal for stabilizing the flovw of international tredc through
the machincry of the Internotional Monc .ary Fund. The »lan providcs that
countrics which expericncc a deccline in their imports, as comparcd with o
given scleocted year, shall deposit with the Monctary Tund an amount of thoir
own currencies cqual to that decline, less any fall in exports. Thesc funds
woulld be made available to countrics which haid expericncci a decline in

ciports anl which assumedly would manage their cconomy SO as to maintain full

/employmont.
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cnnloyment. This vrovosal esmounts to a kind of penalizing of countrics which
mey be sufforing from vnomployment and therefore may exmericnce a fall in
thelr imworts. This proposal would involve liabillity for notentially larac
and indeterminate paymeonts. HNo country will be willing to commit itseld
blinily,'in advancc, to payments of possibly considcreble magnitudc. Both
the London "Times"” and "The Economist" think that this nroposal, while new,
is too theorctical and over-smbitious. It scems to us thaot this ic the lcast
thet can be said about this unrcalistic proposal.

{¢) The London "Observer'" of January 22nd rcmarks that the proposal for the
naintenance of demestic full cmoloyment is primarily addreossed to the

4 m

United States. The London "Deonemist” in its issuc of January 28th, wit

reforence to the nroposal for sbtabilizing the flow of infternaticnsl trede,
states that "the rcport clearly has the United States in mind when it
contecmplates a reduction of imports as a rosult of uncmployment,” ’
It is obvious that the main recommeniations of the report are directed
ot the United States. On the srgument that our country is pledged to
meintain full employment constantly, the Unitel States is requested to make
read justments and material sacrifices so as to enable cther countiies to
isolate themselves from the rest of the world in oirder to vursue nationalistically
nlanncd economic policics. This conception of a world economy and international
coopofation scems to us gimply fantastic, particulorly so from eXpertis

solected by the United Nations.





