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INTERNATIONAL ACTION TO MAIVTAIN WORLD FULL EMP OYMENT
: , AND ﬁcomomc BTABILITY
1. The Cummission is espons*ole for making recommendetlons to thke
Council rcga“dlng action to meintain world full emp1oymeﬁt and econoriic
gtability. In diScharglng this responsibility, as well as its
‘TGSPORQ1b1]iti68 in the field of eccnomic develcpment, etc., the Ccmmission
should plen to submit to the Council:
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(a) Periodic reports analyzing current economic conditions and
trends, including relevant policies and activities of member
governments and of other commissions and specialized agenciles,

. and making recomMendaticns related to situations currently
.developing or in prospect (see Azenda Item 5); ’ -

(v) special reports dealing with specific urgent situations;

(c) reports on long-range problsms and policiles with '
reccmmendat*ons of broad principles of action for general.

appiication. g X , .
2, In dealing with world full employment and economic stability
attention should be given to:

(a)’ avoidance of meagures by one country that tend to handicap
other countries in maintaining employment and stability;

Y] adoption oft measures that promote fuli employment and econcmic
stabillty thfoubhout the world or in one or more countries without
handicapning other countries in their pursuit of the 'same objectives.

3. It is desirable that there be developed a progressively clearer
undelstanding of the nature of national measures that tend to have” an!
unstabilizing or emplovmenb -restricting effect upon the econcmies of
other countrles, and that there be a progressive acceptance of the

' necessity of avoiding such measures. Safeguards against certain measures
of this type have already been or are being developed by the specialized ,
agencies. For example: the Articles of Agreement of the International <

Monetary Fund ‘include provisions designed to prevent competitive currency

. devaluation; the draft Charter of the proposed International Trade !
Organization seeks*to limit import restrictions and export subsidies;
and both seek to‘provide for correction of any persistent disequilibrium
‘between a country's exports on the one hand and its imports and foreign
investment on the other., In view of the importance of this question,
the Commission should direct the Sub-Commission on Empleoyment and

‘Economic Stability to make a systematic study of forms of national
action in the international sphere which have had or may have adverse
effects upon the general level of employment in other countries, giving
attention in this study both to types of action which have most frequently
been taken by. econcmies besed on individual enterprise and to those types
which are. commonly associated with state-planned or state- trading economies.

*
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L, “ In the group of countries with relatively high incomes ‘in the
economies of which” individual enterprise is predominant, experience i
has shown that’ the maintenance of high levels of activity and employment
may be threatened or prevented mainly as a result of insufficient
effective demand. While this problem does not' at the moment compare in
urgency with the problems raised elsewhere by shortages of supply, the. -
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fundemental nature of the difficulties connected with its solution, and
the gravity of its ulbimate implicatiord for the prosyerity and the

. * security of the world, permit of no delay in seeking a better .

, understanding of the pwactvcal issuves involved. Accordingly, gim
Comdssion eno;“d direct the Sub-Commission on Fmployment and Jconowmic
Stability to advence its studies of iong-term fuLL~enptoYce1f_poJl“y,
with particular reference 1o high-Incoms, incividualistic ecoaomies faced
with posgible deficiencies of effective demond, as rapidiy es poasible,.
and®in this conaection to give atlention to the following quesbtions:

(a) How far may basic or general long-term policies (e.g.,

wage, cax, faxm 1ncome, and social security policies designed to
spread income broado", measures to stimulate rrivate investment;
measures to prevent rmonopclies from restricting nroduction, cuc.)
be counted on to maintain adequate efiectlive demand and on the
other hand how large a role'mugt be assigned to ' compensatory
policies to provide edditlonal effective demand?¥*

(b) What difficulties are ihvolved in the use of various
"compensatory" policies (esg., expansion of govermnment demand
through public works, etc., direct support of consumer demand =~
through tax reductlions or eupolemen+ary income payments) under
various 01rcumstance°?*

-
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(c) To'what extent can highly develcped countries overcome
tendencies towerd deficilency in demand, production, and employment
by outlets for their savings provided by underdeveloped countries?
, ,
(4) Assuming the practical pessibility of maintaining total
effective demand {totel conswser demand, business demand,
fgo jernment demand, net exports, ‘etc.), how may undeqirable cost
.and price inc;eaees be kept from defeatlnv the purpose to sustaip
. production and employment through support of demand? More t
\ generally, how may full employment be maintained without inflation?

5.  'While the chief problems confronting the above-mentioned group_ of
countrlee relate to the'maintenance of full employment in the mumerical
sense, underdeveloped cowntries aré concerned to find ways of making
their ‘employment more productive. The two sets of problems are closely
interrelated. It is, therefore, recommnended that the Economic and
Enployment Commission supbuit to the Economic Developuent Sub-Copmission
the iollew1ng queo}*ons for furthsr mtudv , o

(a) EHow ccan underdeveloped countries carry out developmental s

programmes contbinuously, and yet in co-ordination with conditions in
capital-exporting countries conducive to the maintenance of high -
levels of productive employment throughout the world?

~

#*- The Council has assignad the study of legal, administrative and technica.
aspects of fiscal measures. to the Fiscal Comm1551on. Analysis of the
broad economic effects of fiscal policies is, of course, a major
responsibility of the Eccnomic and Employment Commission and its
Sub-Commission on Emp"oyment and Economic Stability. References at this
pdint to taxatlon, etc., are made with the respectlve incerests of. both
Commissions in mind and on the assumption.that. necessary co-operation
between them will be.worked out as their studles proceed.

/(b) How
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(b) How would a policy of varying the rate of foreign investment by
. . lending countries, for the purpose of aiding their short-term
. stability, affect the development of underdeveloped countries?

{c) Vnether it would bve a feasible policy to establish target a
rates of foreign borrowing by underdeveloped countries year by year
. Tor a considerable period shead, and yet to seek to adjust tlie
actual flow of such borrowings up and down, within a moderate range,
to heln meet the needs of stabilization?
6. Consideration of the problems prevailing in most war-devastated -
couvntries today,: name’y, deTiciencies in the supply of eguipment, fuel,
raw materials; *ood etc., resulting from ohysical and forelgn exchange
shortages, is in the Tirst instance the responsibi 11ity of the regional
Commissions for Europe and for Asia and the Far East. Information as
to the extent of these deficlencies, as to the extent to which they €
can be met by indigenous production or through imports, and as to the
ability to meet the Foreign exchange problems that arise in this
comnection, is sssential if the Economic and Employment Commission is to
assess the problems of employment end eccnomic stability in these areas
in relation to the world as a whole and to make rccommendatwons for
internatlional action.

7. A seriously unstabilizing economic influvénce is Eontinuously; !
exercigsed throughout the world by inilationary pressures. In part ,
these pressures arise from physical shortages end the low level of
current producticn in most-countries. But in these countries and
even in those where prcduction has attained high levels, there is in
most cases a ldrge inflationary potential deriving from (=) an excess
of currency and credit inherited from wartime financing of military
expenditures, occupation’costs, or export surpluses, and (b) the
current creation of currency and credit, mainly as a result of
budgetary deficits. Althougn the p*"es:surfh of the surplus monsy supply
upcn pricess and wages has. been widely held in check by direct ;
 adninistrative controls, the tensions and distortions created by this
pressure constitute a serious hindrance to economic sigbility.
Furthermore, the controls themselves have tended to beccme lews
effective with the relaxation of public eself-discipline following the
“end of the war; particularly in those countries which have coutinued to
engage in domestic monetary expansion. In some countrics the controls
have collepsed and hyper -inTlation has enoued with very disruptive
.effects upon economic activity and upon domestic and international
economic relationships.

kS
Stabllization of national economies and of international economlc

relations can be achieved on a secure basis only if inflationary
resgures are moderated. Mich 1s being done and more can still be
done in this direction through increasing production and obtaining
effective distribution of goods and services as a counterpart to
money claims. 3But resolute action is also required in the realm’ of
monetary and fi scal policy. Some countries have carried out
"monetary purges" designed to eliminate or reduce excessive money”
supplﬂes inherited from the war, and some have achieved sufficient
budgstary equilibrium so that govermment requirerents are no longer
financed through fresh creation of currency and.-credit. In the many
~ countries, however, whére neither objectlve has been attained,
" increased attention should be paid ‘o monetary and fiscal rsmediesx
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. Government expenaitures should be reviewed in the light of the capacity
of the economy to bear the burden involved; tax systems and tax rates
should be adepted to the new post-war leve_s of public expenditure; and .
‘ efforts should be made to'stimulate a Tlow of genuine savings which
together with such foreign financing as 1s available will be adequate
. to cover publﬁc and private 1nvestment reguirements.

K The difficulty of avoiding undue monetary e: xpansion in gome

" countries is admittedly great under present disturbed conditions. Unless
y countries pursuve appropriate uovnter inflationary monetary and fiscal
policies, and in particula“ unless the creation of currency and crealt
is held: within bounds, it will prove extremelyr difficult to avoid
unstabill71ng infletion of prices ahd wages even if deficlencies in the
supply of dhysical goods are overcome.

~

It is reccmmended that the Commisaicn ghould discuss this problem
8% _the current sessicn,.on the basis of guch information as is readily ‘
avellable, with a visw 4o recommending ection by, tho Council. "
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8.  Finelly, action is required on the Economic snd Social Council’
'request that the Comm¢ss¢on, in_considering the problem of full employment
‘and economic stabllity, "Lﬁakn / fill account of any views put forward

s by the International Labour Orgznization, the.International Monetary Fund,
the International. Bank for Reconstruction end Development, the Food and
Agriculture Organization of the United Nations, the Interim-Co- Ordinating
Committee for Intérnational Cormodity Arrangements, ‘the Preparatory
Committee of the Trade and Emnloyment Conference (partlcularly the draft’
~resol *tlon ol internaticnal action relating to employment appeaang in the
rerort ,of ‘the Tirst session of. this Commlttee) and by non-goverrnmental: -
organ¢zat10ns in Category A in regurd to questions of Dartlcular concern
to them". In conformity with this request, the Commisgion sbould
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- . (2) Invite the ormanizations named, where they have not_already ..
done so, to submit in writing their views .as to any specific steps
that should be taken in the interest of maintaining world full
emp_ovment and econcmic stability;

(b) Instruct“theuSub—Comml sion on Employment and Econcmic 3
N Stability to make g gystemabtic study of the views submittcd by
these orgenizations. d ‘
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