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. 
INTERNATIONAL ACTION TO MAn#l-\.tN 1rJGRIJ) FO'LL Et.fJ?LOYNENT 

, AND :EqdNOHJC B11A:BILITY . 

'\ 

. ' • 

1. The Cu:U1Jll~LSSion is respor:13i1)le for makl~g recom.endations to tee • 
Council rcga.7-,dirJg action to maintain w·orld full empJ.oyment and econoniic 
stability. In disc.;he.rging this responsibility, as well as its 

, responsibi1ities .in t~1e field of ecc,nomic development, etc., the Conrrnission 
should plan td submit to the Councfl: l! 

(a) Pe!'iodic re·ports arwlyzing current economic conditions and 
trends, including relevant policies and activities of member 
governments and of othar COlli'llissions and S?ecialized,l'lgencies, . 

• and making recommendations related. to situations currently 
"developing ~r 'j_n prospect (see Agenda Item 5); 

(b) special reports dealing with specific urgent situations; 

(c) rep~rts on long-range probl~ms and pol+cies with 
reconm~ndations of broad principles of action for general. 
appl'ication. 

2'. In dealing with world full emplo3D".ent and economic stability 
atte~tion should be given to: .. 

(a) ' avoidance of:mei\$U:~es by one country that tend to handicap 
othercountri;s in maintaining employment and stability; 

" ~ . 
(b) adoption of, measures that promote full employment and economic • 
stabilityithrOU8hOut the world or in one or more countries 'without 
handicap?ing other colli~tries in their pursuit of the ·same objectiv~s. 

I • 

· 3· It is 'desirable that there be developed a progressively clearer 
understanding of the nature of national measures that tend to hav;e'an 1 

unstabilizing or emplo;yme~t-restricting effect upon the economies of 
other countries, and that there be a progressive acceptance of the 

' necessity of avoiding such measures. Safeguards against certain measure's 
of this type have already_ been or are being developed by the specialized , y 

agencies. Fo~ example: the Articles of Agreement of the International ' ' 
Monetary Fund include provisions designed to prevent competitive currency 

.. dev-aluation; the draft Charter 'of the proposed International Trad.e •' 
Organization seeks•to limit import res~rictions 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 Employment and 
·E::onomic Stabiljty to make a systematic study of forms of natio~al 
action in the international sphere which have had or may have adverse 
effects upon the general l~_y~el of employment in other cou.."l.tr:ies, giving 
attention in this study both to types of action which have most frequently. 
been taken by. economies based on individual enterprise and to those types 
which are commonly associated with state~planned._o_r state-trading economies. 

"!· .4. • In the group of countries with relatively high incomes 'in the 
economies of which·' individual enterprise is predominant, experience 1 

has shown that· the maintenance of high levels of activity and employment 
may .be, th;r'eatened or prevented mainly a's 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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fund~ental nature of the difficulties ~onnected with its solution, and 
the gravity of its ult~qte implicatiorla for the pros~erity and the 

' security of the world, permit of no delay in seeking a better 
, unf...erstandlng of· the practical J.ssu.es j11volved. Accordingly, ::;.]!~ 
CoJJindssion stJo:~lE:_di~<;:;ct th~--~"l.!p-Com.rn.issj_on <2£..~~~~:::-!t 3J.nd_ :::1:!"2.£9.!1!.~.£ 
.§..t.abili t;z__!-_~q!~-~:~~~~d:L~ uf -1sm~_:,!;~~':m f_y_.l.l~ .£:IO:Pl.<2.."':'S~~"0"-:....P'..,llc.J., 
~it[l part~gp).ar _:refg-.:!_e~~ t.~ high-:1:!}.9~-· :l.nd:L--h.d.ua:!is_tj,S? econom.~~r§I-Ced 
\'rith J?.£..S~~}bls d.ei'i£!2."2:9les3:_1::_£.IT§lCtiv~ d~no.nd, as rap~.dl;y e.s p_ossiblo,, 
and" i:i.1 this con:necti-:)n t.~ gi\_re attention to the follo'lring ~est ions: 

(a) How far may 'basic or general long-term. policies. (e.g., ·~ 
wage, tax, fa:t"m income, anrl soc"ial secu: .. ity :pcl:;.cies designed to' 
spree.d inc'o:me broedl.;·r, measures to stimulatd rri vate i..""1.Ysstment; ' 

·m0a8Ul'eG to p:"event, rl01lOj;jClie6 fl"Oin. r8f3tricting production, etc.) 
be co"Ll.n:t.ed on to maintain adequate effectiv-e demand, and on the 
other hand how large a role"roust be assigned to "compensatory" 
pollcies to p;roy~de additional effective demand?* ·' 

~b) What difficuJ_tj_es are involv-ed in the use of various 
"co.n1J?€::nsatory11 policies ( e.:g., expansion of government demand 
tm·ough public works, etc., direct' support of consumer demand·· 
through' tax reductions or eupplementary income payments) under 
various circumstances?* 

(c) To' vhat ~xterrt can highly developed countries overcome 
tendencies tm-re.rd deficiency in qomand, production, and emplo;yment 
by outlets t'or their saving3 provided by under~eve+oped countries? 

D 

(d) Assuming the practicaJ. :po~eibili ty of majntaini..'rlg totai 
ef'fect5.Ye d0m.and (total consw,er demand, business demand, 
'govermn.ent demand, net exports, 'etc.), how rmy undesirable cost 
:an4 price increases be kept from defeating. the purpose to susta0 
production and e:r.o.ploym.:Jnt through suppox·t of de:mand_? More ' ' 
geuerally, how may full employment be maintained without inflation? 

5·· · vlhile the chief problems confronting the above-mentioned group of 
.countries relate to the'rraintenance of full employment in the n-umerical 
sense, underdeveloped countri"es are concerned. to find ways of:making 
the1r ·e:::n.ployment more productive. The two set's of pro"blems 'are closely 
intei"related. It is, therefore, recommended th8.t the Economic and · 
El".lJ2:t'o;)'!il_~nt ...Q.9,!PEif?.§!.!9}"} submit to· the .~2onomic DeYelopulEmt Su:t> -Co:mmiss ion 
the follovring q_ues ~ions for furt~ar study: 

(~) How .can underdeveloped countries carry out developmental' r Q 

progr_a.nn:n.es cont.inu.ousJ,.y, and yet ~n co-ordination with conditions_ in 
capital-exporting countries conducive to the maintenance of high 
levels· of productive employ:::n.ent throughout the, world? 

*'"The Council has assign3d -:the study of legal, administrative'and·technica: 
aspects of fiscal measures. to the Fiscal Commission. Analysis of the 
broad economic effects of fiscal policies is, of-course, a major · 
re6ponsibility of the Economic and ~mployment Conmission ahd its 
Sub-Commission on Enlplo;yment and Economic Stability. References at this 
point to' taxation, etc., are made with the respective interests of. both 
Co~issions in mind _and on the assumption.that.necessary co-operation 
between them wili be.worked out as th~ir studies proceed. 

/(b) How 
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(b) How would a policy of varying tbe rate of foreign investm:mt by 
lending com1tries, ,for the purpose of aid~ng ~heir short-term 
stability, affect the development of underdeveloped countries? 
' . 

(c) Vlhether it would be a feasible policy to establish te,rget 
rates of fore~gn borr01ving by und.erdevelope'd countries year by year 
for a considerable period ahead, and yet to seek to ad.just the 
actual flow of _such borrowings up and down, within a moderate range, 
t·o help meet the needs of stabilization? 

6. ·consideration of the problems prevailing in most war-devastated 
countries today1 11amely, deficien~ies ,in t.he suppJ.y ot.,oquipment, fuel, 
raw materials; food, etc., resulting from physicaJ. and foreign exchange 
shortages, is in the first instance the responsibility of the regional 
Commissions for Europe and for Asia and the Fg.r East. Information as 
to the extent of thei:le deficiencies, as to the extent to which they 
can.be met by indigenous production or through im_ports, e.nd as to the 
ability to meet the foreign excha."lge probloms, that arise in this 
connection, is ssaential if the EGonomic and Emplo;y.ment Con:m.ission is to 
assess the problems o:t' employment and ecoz::Lomic stability ·in theso areas 
in relation to the world as a whole and to make recommendations for 
international action. 

7. A seriously unstabilizing economic influence is ~ontinuously. 
exercised tm:-ot:chout the wo:L~ld by inflationary p~:-essures. In part 
these pressu:-ces arise from physical shortages and the low level of 
current production in most·countrie3. But in these co~"ltries and 
even· ·in those w:rere production has attained high .levels, there is in 
most cases a large inflationary potential deriving from (~) an excess 
of curren~y and credit inherited from wi:1rtime financing of military 
expenditures, occu:pa.tion~costs, or export surpluses, and (b) the 
current creation of currency and credit, mair..ly as a result of 
budgetary deficits. Although: the pressure of. the surplus money supply 
upcn prices and wages has. been widely held in check by direct 
.~d.:n.inistrative controls, the tensions and distortions created by this 

'\. '• 
pressure constitute a serious hindrance to economic stability. 
~urthermore, the controls themselves have ten~ed to become leoa 
effective with the relaxation of public self-d~sci?line following the 

··end of the war; particularly in those countries which have continued to 
engage in domestic monetary expansion. In/.some countries the controls 
have co~lapsed and hyper-in~l~tion has ensued, with very disruptive 
.effects upon ec0nom.:i.c ac:tivity and upon domestic and international 
econo:adc relationships. 

~ 

St'abilization of' national economies and of international economic 
rela-tions can be achieveo. 'on a secure basis only if inflationary 
pressures are moderated. Much is being done and more can still be 
done ih this direction throngh increasing production and obtaining 
effective distribution of goods and services as a counterpart to 
'money claims. llut resolute action is also required in the realm ~of 
monetary and fiscal policy. Some countries have carried out 

, "monetary purges" designed to eliminate or reduce excessive money·· 
supplies iP~erited from the ~ar, and some have achieved.sufficient 
'budgetary equilibrium ,.so that government require;nents are no longer 
financed t1ITough,fresh creation of currency and-credit. In the many 

.~ cotcntries, however, where neither objective has been attained, 
-. _, increased attention should be paid to monetary and fiscal remedies. 

/Government 
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' ' GoYermn.ent expenditures should be revie'ived in the lj ght of the capacity 
of the· economy to bear the burc.en involved; tax sysi~ms· and tax rates 
should. be adapted to the new post-war level.s of public ·expenditure; and 
efforts should be 'made to· stimulate a "flmr of genuine savings wh{ch 
together with such fore~_gn financing as is available will be adeq_uate 
to cover pubiic and private investment requirements. 

The difficulty of avoiding undue monetary expansion ·in ~mp.e , 
qountries is admittedly\ great ~r'ier present "disturbed conditions.. Unless 
countries p1;rsue app:rop:riate counter-inflationary monetary and f1sc~l 
policies, and in particula:::- u..'lless" the creation of currency and credit_ 
~s held, within bourtrls, it will prove extremel;:r di.fficult to avoid · 
u:nstabilizing inflation cf prices and wngen even if deficiencies in the 
supply of }:Jhysical coeds are overcome. 

It is recommended that the Cont:'1ls3ion should discuss this problem 
at the c1.1rren~~ion_L_.9g_the bilsi;0Ts~s.:E_jnfol'm~_!;ion is :r;-;eS:~ilY 
available, v.-Hh a vi0;,r ~~c: recoD1mew:ilng acti.on b;y, tho· Coun~1!· 

I 

8. Finally, action is required on the Economic and Social Council 1s 
'rea_uest that· the holirr'l.ission, in considering the problem of full' empJ_oyment' 
·and e~onomic stab:i.li -t.;y, 11{take_T fi<ll account of any viev.;s put forwl(-rd 

,I b;y; the International L3.'bdur Orga;n:i.zation, the. Internationa'l' Monetary F:und, 
the. Interl).ational. Bank for Rec:c;nstruct'ion and Development, the Food, and 
Agriculture Organization of the United'Nations, the Interim-Co-Ordinating 
Comrnitt0e for Inte.rnational Co:rrmodfty' Arrangemen"cs, 'the Preparatory 
Comm::t,tee of the T'rad.e and Em::,"Jl?;;1ment Cm1ferepce (particularly 

1
the draft· 

·resolutior;.. c,;m: international action relating to emplo~ent appearing in the 
rerort ,of the ~irst session o~. this CorrLmittee); and by non-governmenta~ · 
organizations in Category A in regard t.o questions of uarticular concern 
to them11

• In conformity with this request, the Commis;ion should.: 

'', 

(a') ' Invite_J:;h~ orp,anizations named_,!,_tihere they have not already 1 ·~ 
done so, to suomi t. in wr:: ting their view·s .as to any specific steps 
that should be_ taken 'in t~e-i;t~t of maintaining 1rorld full 
emp~o~~ent and economic st~bility; 

'~ .. 
(b) Instruct• the Sub-Corr~ission on Emplo;;%ent and Economic ~ 
Stability to make a systematic study of the views s'!..l.bmitted·bY 
thes0 orgeni;;;at_ions-.-------- ·----
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