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NATIONAL AND INTERNATIONAL MEASURES FOR FULL EMPLOYMENT: REPORT BY A GROUP
OF EXPERTS APPOINTED BY TEE SECRETARY-GENERAL (E/1584, E/CN.1/L.6 and
E/CN,1/L.7)(continued)

1. The CHAIRMAY invited the Comwmlssion to ccnsider the United States draft
resolution on the exzsts! report (B/CH.1/L.6) end the United Kingdom amendment
to it (E/CN.1/L.7T) before resuming the dlscussion of part C of the experts’

recommendetions for international measures (E/1584).

2. Mr, LUBIN (United States of America) steted that hls delegation's draft
resolution had been prepered in the light of the mejority view that rno

substentive recomrendetlons on the experts' report should be presented to the
Councill.

3. The purpose of the draft resolutlon, as set out in parzgrephs 5 to 7, weas
to commend the experte' report to Member Governments of the United Nations, end
to the specialized egencies and nou-governmental organizatlons concermed for
serious end detalled exeminastion, and to urge Goveraments to facllltate wide=
sproad public consideration of the report in their respective countrles. As the
Council would not have sufficient time to receive and discuss Goverament comments
on the report gt its foribcoming session, the date for the presentasion of
comments which the Member Govermments were invited to trensmit to the Secretary-

General had been fixed at 15 May 1950 so es to enable the Council to consider

them at its eleventh session,
b, Persgreph 7 of the proposed draft resolution provided for the enumtration

/in en eppendix



E/CN.1/SR.101
Page 3

in en sppendix to the Commiésion’s3report~to.the Council, of perticulerly
importent problems dealt with in the experts! report so as to essist Governments
in the consideratiom of the experts' report and the preperation of comments
thereon. -Althcugh the problems which the Commission considered should be

studled would be mentioned in its report, the procedure proposed in paregreph 7

of the draft resoluticn would ensure e more careful study of the importent

problems,

57+ Mr. FLEMING (United Kingdom) sald that his delegation’s samendument
(E/CN.l/L.?) releted to less important aspects of the United States draft
rougolution the generel recommendstion of which ths Ualted Xingdom delegation
supported.

6. The main part of his emendment suggestsd that persgreph 6 of the

Unlted Stetes dreft should. be repleced by a text Inviting Governments to study
the report and Indicsbing thet the Councll wes expected to take actlion and to
come to definite com-lusioms &b its elevemth session, The ressons for his
enmendwent were as folliows,

T. It was to be expected that the draft resolution would be gpproved by
the Ccuncil rather late gt 1ts tenth sesslon;, and that its Member Governments
would therefore tske no sction on it until after thet date. Moreover, if the
time limit for the preesentation of Government comments and proposals was fixed

at 15 May, es provided In the United Stetes draft, the Governmente would not

have the time to benefit from the widespreed discusslon of the report reconmended
in pareagraph 5 of the draft resolution and to formulate their opinions, which
might lead them to teke a negetive stend on the ilssue &t the eleventh Council |
segslion, The velvable Intervsl between 15 Msy end the opening of the elevénth
session of the Council should be used by Governments for further conmsuitation
on the difficult matters dealt with 1n the experts' report so thet when the Council
wet in July, they would be able to teke a postive stend on them.

8., In view of thoss consideretions he thought 1t better, as provided in his
smendment, to request Governmwents to prepsre thelr views end proposels for
presentation at the eleventh session of the Councll, end to indicste that the

Councll was expected to formulate its recommendations on the matter.
9. The other part of the United Kingdom emendment providing for

the delétion of paregreph 7 of the United Stetes draft end the insertion
/of a brief
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of a brief clause in paragraph 5 was consequential upon the first part of the
amendment . dhile the United States draft of paregraph 6 provided for general
Government ccmuments on the experts' report, the Urnited Kingdom anendment celled
for specific Government proposals to formulate which Governpents did not require

& special appendix listing the princiral problems dealt with in the expsrts'

report. However, that part of the amendment was less importsnt than the main
part.
10. In counclusion, Mr. Fleming suggested informally that the reference to

specialized agencies might be deletsd from peragraph 5 of the United States draft.

11.° . Mr. LUBIN (United States of America), in reply to the United Kingdom
representative's remarks, seid that inclusion of an appendix in the Commission's

report as proposed in the United States draft, would enable the Governments to

gend in better comments. He would therefore prefer paragraph 7 to be retained.
12. He was «pposed o the United Kingdom amendment to paragraph 6’aq.it

provided for the pre:cuatation of cogaments by members of the Council alone,
whereas it would help the Council ia its work to have the views of all United

Nations Meubers as requested in the United States draft.

13.- The CHAIRMAN, as the representative of Auvctralia, favoured the United
Kingdom amendment which he would support for the reasouvns given by the United

Kingdom representative.

The Unit=d Kingdom amendment to *the United S¥eles draf® resolubion

(E/CN.1/L.7) was adcpted by 6 votes to b, witl 1 ah:seatiom.

The United Stales draft resoluiion, as eme:rdsd, wus wwnlmnomsly adopled.

1k, " The CHAIRMAN invited the Commission to continue the consideration of

part C of the experts' recommendations for international measures.

15. - Mr. JEANNENEY (France) thought that it would be useful, as the Canadian
representative had suggested at an earlier meeting, to cuasider The effect%
vhich the experts' proposals might have had on the econcmic situation between

the two world wars.

. /16. The experts'
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16. The experts'! proposals were based on thz hypcthesis that a country A
experiencing a decline in its efractive internal demand would reduce its imports
from country B, which naturally would result in a reduction of the exports from
country B to country A. That, the experts feared, would aggravate the defla-
tionary trend in country A and would prapagate it further since country B, and
other countries whose balance of payments consequently becams unfavourable,
would curtail their imports from country A. ° The result would be a cumuiative
contraction of world trade.

17. Those apprehensions might seem justified in the light of a nurber of
past events bearing ou®b the hypotuesis. The ecopomic crisis of 1929, for
instance, had been started by a decline in aggregate demand in the United States
and the subseguent fall in agricultural prices and incomes. That crisis had
been propagated throughout the world and had led to a cconsicerable centraction
of world trade.

18. The point in question, kewsver, was whether the remedy advocated by the
experts was adequate "> meet such a crisis. The report propossd that in the
situation outlired svove, couatry A should make & deposit in its cwm currency
with tihe Interzational Monetary Fund of an amounf\equal to the fall in its imports
less the fall in its exports in the given year, as compared with a reference
year, and that the Fund in turn should mske it available to cowatry B, for:
instance, to enable it to continue to import from country A. It had been hoped
that by such an arrangement, the cumulative process of contraction could be
arrested.

145. In the French representative's view that could be achieved only if at
the same time there were a tremendous demand for goods throughout the world such
as there had been during the period immediately following the Second World War,

a pericd the experts doubtlessly must have had in ming. In such circumstances
country B would naturally not hesitate to utilize the emount put at its disposal
for continuing the import of the goods which it so greatly needed. At present and
in the future, however, the situation would probably be different; and countries
might be reluctant to utilize the credits put at its disposal by the International
Fund. That would be particularly true in the case of a country which had been

importing heavy machinery and raw materials. Such a country,‘ in order to

/continue
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continue to import on the credit put at its disposal by the Fund, ﬂtuld have

to be in a position to export, 1n the same quantities as befers, the goods
which 1t produced from the imported raw materisls. Trat, howsver, was not
likely because, ag had been sald, the exports of such countries would be
redugced. Congequently such countries could not utilize thoe credit put at »
their disposal for the ccntlnued purchese of raw materlals in the same quantl-
tles unlese their internal effsctive demand were to rise considerably. In
that event, howaever, the credit put at theilr disposal would Te uged as a

device for financing an Increase in ths volume of imporis, thevresult being
perpetual indebiednoss as there would be no provision for the repayment of

the financlal accommodation supplied.

20. The cther hypothesls, which was even less probable, was that

country B vhose exports to country A had declined would use ths credlt put
subsequently at its dlsposal by the Fund to finance further imports. Such a
country's internal market would already be flcoded with the domestically -
produced agricultur.? and Industrial goods which it was wnable to export, and
a further lmport of zoods from abroad, which might drive the domeslic products
from the Internal market, would consequently cause unemployment. If, on the
other hand, the commtry in questlon were to follow a policy of stimulating
demand in order to find an outlet for the imported and domestic consumer goods;
the ensuing increass in dorestlc conswumption, without a corresponding increase
in the productive ecapaclty of the country, would result in Increasing the
country!s Indebtednecs. Mr. Jsanneney wisihed to clte the foliowing example'in
that connexlon: Durlng the years 1929 to 1933, French exports had declined as
a result of the eccaomic crisis which had origirated abrdad. Yet, owing to a
considerable iInflux of capltal at the time, France had been able to accumuiate
gold and foreign exchange reserves, and consequently had had no difficulty in
balancing her payments In spite of a decline in her exporis. Thus, the situation
which the expsrts would like to create by artificlal means had arisen in France

spontansously. : ,
-3 R The rise of French Imports during those:years had finally led to the
accumulation of agricultural stockpiles and industrial unemployment. In order to

meet that-situation, France had been forced to restrict her imports by establish-

Ing quotas, and to embark upon the difficult deflation process with*? view to re-
' he courss

storing her trade-balance. In taking those measures France had follcwedcharplaned

/by the
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by the experts; she had permitted her imports to rise during the yearé 1929 to
"1931, and héd,paid her trade deficits out of her moneiary reserves. By taking
that defletionary ection, she had helped to mitigate somewhat the effecis of the
world-wide crizis. On the other hand, the long-term effecta of that economic
policy had been disestrous for France. The policy had depleted France's monétary
reservés, given rise thereafter to chronic monetary difficulties and, by causing
the French market to be swamped with imported goods, it had prevented French
indus®try, which had been unable to find an outlet for its goods from making the
necéssaryyimprovements in production methoda. The productive capacity in

French industries remained stagnant and they were gtill sﬁffering from the effects
of this stégnation. ' ‘ '

22. In Mr. Jeanneney's view, no country mindfyl of its long-term interessts
would use the credit made available to it under the experts' proposal. Con-
aeﬁueitly the proposed mechaniem would not work.

23. he expertis' report seemsd Lkaed ¢n ﬁﬁn fallacies. The first was the
confusion between tis economic effects of lsans and of grants, It was true

that loans could be us2d to stimulate consumption, but he wondered if this could

have a'lastiug effect. Countries'receiving loans would benefit only when they
%ere granted the production and when the borrowing country could repay the loan
and have a net increase in income. Thus a distinction muat be drawm betweén
productive loans and non-productive loans which wouid have to be repaid from the
country's‘revenue and would thus bYe & drain on it. The alternative would be a

. non-returnable loan, or a grant. In Mr. Jeannsney's view credit machinery could
not Ye built on this basis. ‘

2k, The second fallacy in the expérts' report was the contenticon that a
léck of international demand was the real cause of depressions., Ee considered
that the spread of depressions thkroughout the world, which had been one of the
most striking phenomsna of the beginning of ths twentieth century, was due

Yo the propagation of a drop in prices rather than %o any other factor. A drep
in prices of tasic products in & country which occupled an important place in
world economy invariably led to a drop in prices 1n countriles economically linked
with that country, and that was the way in which a depression spread from one
country to enother. He felt that 1t was essential that the Commission, while

/emphasizing
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emphasizing the Important role played by credlt in many cases, should sound a
ncte of warming inh ordsr to prevent a situation arising ia vhich nations dﬁpendsd
solely on credit msasvres to'develop internationel trade. There wore two
iinportant way3 by vhich a smooth flow of products in world trade snd the fall
,employnent of world resources might be achieved. Creditor covr;rics'nigft'
| make grants to debtor countries, and greater attention might be paid to bri'ging
about an équilibrium of trade balances. '
25. In tae nineteenth century, when the gold standard prevailed a country
nlich ‘had to face a situation similar to that of counhry B, namely a country
which had experienced a reduction in 1ts exports, suffercd as a consequence a
" reduction in its gold reserve, He had been informed that such a situation also
led to a contraction in dcmestio credit which in turn acted as an incentive to
‘entrepreneurs to try and find new markets abroad I+ was worthy of note
that the result of the machinery duggesued vy the experts would be a reversal
of the situation vtish had prevailed in thie nineteenth century and vhich had
'ledhto a eubstantic’ increaze in world trade as a whole.
26, The gold Jaeudard no longer pretailed, but monetary adjustments were
.;made bv‘altering foreign eichange rates{ He firmly belisved thet international
organ17aiions Jhicn already existed or which might be set up, might prove an
obstacle to those necessary monetary adjustments. Recent experience had
 emphasired thet fact. It had been argued that an alteration in the foreign
exchange rates migh+ prove to be a makeshi‘t and somewhat dangerous measnre.
,'Hé felu %that lasting equilibrium could only be ach eved by an appropriate
tariff policy which wculd lead creditor countries to lower their barriers‘ ena
induce debtor countries Lo increese their tariffs on certain pr -oducts 1n .
exceptional casas only. It was obv1ous howbver, that any Suuatential lowering
of tarifis by a creditor country "ould lead to unemployment in certain domestic
industries. ‘
27. It should not be thought that creditor countries could exnort a great
deal import little, and iend money to debtor countries without ruvnning grave
risks. He poin ed out that at the end of the ninetesnth century and the
beginning of the twentieth the United Xingdom and France were creditor »
countries. A certain equilibrium in world economy had been achieved by the _

granting of loans to other countries by the two countries mentioned. If the

Jsizuation
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situation was examined thoroughly, howsver, it would be seen that the trade
balances of thoée twb countriee had become unfavourable as a result of the
measures wihich they hed taken.

20. He felt thet instead of resorting to credit and artificial monetary
measures, a policy of stabilization allied to realistic tariff policles wouid

bring about a reduction in unemployment and increase world wealth.

29. Mr. NUNES GUIMARAES (Brszil) referred to the Freonch representative's
stateoment stressing ths difficulties of carrying out the measures proposed by
the experts, and also to the remarks of the Norwégian representative regarding
international measures for full employment which he had made at the pravious
ﬁeeting.' He also quoted the remarks of the United Kingdom representative
regarding the exiremely difficult poeition of governments which had to decide
bétween short-tern domestlc measures and long-term international measures.

30. It could o seen that governmen’is had adopted a compromising policy
‘as regards internalrnal measures to achieve full employment. Despite the

fact that multilatewl trade agreements and "most-favoured-nation" treatment
were favoured, rmany countries had been compelled to sign bllateral trade
agreerents. They had done'so in order to prevent a reduction in the activitiles
of exportyindustries as such a reduction would naturally cause unemployment.
Governments were convinced that they should enter into bilateral agreements in
order to pave the way to multilateral agreements. The latter type of agree-
ment wag the only one which would help mankind to take advantags of the division
of labour upon which all economic progress depended.

31, ' He felt that the instinct of survival prompted governments to take
decisions which were apparently against long-term 1nternational measures to
achieve full employment. All were aware of the impor?ance of the convertibili-
ty of currencies &3 a basils of multllateral trade. That convertibllity -
depended, however, to a great extent on the reduction of the great disparitiles
which existed in the productivity of the various countries. Such a reduction
could be achisved by fostering international trade and foreign investments.

32. " While strongly supporting the statements made in the last sentence

of paragraph 120 of the experts' report, he doubted whether the measures
preposed ip paragraph 205(a) could be carried out. He felt that the statement

/in the
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in the latter paragraph meant that creditor countries should open crsdits for the
debtor countirles in order that ths latter would not be compelled to reduce their
importy from the formsr. Such a measure did not seem feasible, as creditor
countries would not be able to make the regulred deposits with the Iaterraticnal
Monetery Fund for gome time to come.

33. Tor the credltor countrieg such depogits emounted to open credits to Ye
made avallable to the importers of debtor countiriss whose exporis had besn falling
off. Credits that could not be relmbursed were not cisdits, they had to be
considered by the creditor country as frozen assets. Countries whilch had granted
guch creditg night regort to inflation if they wished to ccutlnue fimancing
exports. He pointed out that in his book entitled "Momnale-Gredit-Transport"

Mr. Hellperin had gigted that if a country did not wish to receive repayrmesnt of the
credit granved by it in merchandise or services, then such a counbtry did not wish
to have such credit repaid. Purely monetary wethods couid not take the placs of
the exchangs of goodsa, services and labour.

3k, Fe then quc¢’ »% parographs 21-24 of the statement made by Mr. Raguer Frisd
on the report of the L.ird session of the Sub-Commisslon on Eaployment and
Economic Stability (®/CN.1/67).

35. Mr. Guimarases believed that the International Monetary Fund should be
empowered +to operate the gcheme proposed in paragraph 203 of the experts' report,
provided the implementation of the Hevana Charter was speeded up and the
Internationel Trade Organization brought into being, and provided elgo that there
were no major objections to the schems proposed by the experts being put into
effect. He felt that the Commlssion could glve its opinion on the international
meagures proposed by the experts without walting for replies to be received from
the International Bank for Reconstruction and Development enc the International
Monetary Fund. However important the role of the latter organization might be,
durrency stabllization was clogely linked wilth commercial pollicy and foreign
investment, Without International co-opsration 1n those two fields he dcubted

whether the acheme proposed by the experts would provs effectlive.

36. Mr. EZEKIEL (Food and Agriculture Orgenizetion) wlshed to make & faw
further comments suggested by Mr. Jeannensey's brilliant analysis end

Mr. Guimaraea' guggestions.

/37.  Although
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37. Although the.exparts‘ proposalé wara put forward 88 & plan té eﬁa»ilize
the flow of iniernaticnal trads, i% wes clear from paregreph 205 thet thoy wsre
merely eined &% stabilizing tho balance of payments. If the United States had
apnlied the solutions ouggssted by the experts in 1949, takirz 1948 as the
rexercnue year, ‘and hed simul tareovs;y “nua:ed the grants to other Cﬁu“&sjkw by
which iﬁb;éipo ts vore mainteined and its own imports, 1t wonld have been undsi no
Op_1Q&410n o maintaln Purther dollar comitments to other countries. The result
wonld have besern Lo aveld any balance of payments difficulties but to decreage the
total voluwne end value of world trade. Such a decreasgse waa an lpherent defect 1in
the propoo ¢e.“ ‘ |

38. ' Ea drew attention to a different concerts nemely, tie mﬁinténance and
s+ab’11 tion of the flow of world trade rather then of the balence cf rarasnts.
39.  lMany Gevorments aT*aady gueranteed their own producers siable markets
for a‘iimited quan$ity of their rroducts, thus firesipg them from the fear of
bamkrﬁbtoy duevto e puiden condtraction of tle market., The aystem of prics support
in the Uh_“ei Stetas yox oxsmple hsd modified the slight receceion 1a 1949.

”bat BstL zigg cowtEes might be erxtended to Internationnl trade.
. I+ Vo8 *ﬁvicﬁé, as thé'répre~eﬂtative from France had gtated, thet the
"provis¢oq of funls to other eountrien Aid. nob create mevksts for the e¥port
innustrieb of the uuunt"y co serned and merely gave rige to giructurzl difflculties

ard an eventaa* decreago i1n eo snmgtive power. As en eramplie he cited the decrease
in the demend for the olla end fats exported by cexrtaln Far-Easgtern countriag,
whichlhad héi scusiderable repercusslons in those countries, '

k1. In parsgrsph 201 of their repcrt, the experts drew attentlon to the
posalbllity of maintalninrg imports by Govermment purchases and ‘stockpiling,
Théf éuggGStion ﬂipht be examihed fwrther from Jhe viewpoint of gtabilizing the‘
flow of international trade. It might be possible to conciude mltilateral
agresmﬁnte under which each Goverzuent would guaréLtee an agread volume of
fmports. Other countries would work out their volume of exports on the basis

£ that agrée ent., e 1mports lell more thau ton per cen be;uv the agreed
1evel the Gurermrent would purcnase and atockp*le the goods 1tgelf at a

prive to be naguUinued. Subeaquent qdduetmants mighp be naceesa«y ghould

Jetructural changes
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‘structural chenges indicats that the difficulty was more than a temjorary ome,
He realized thet such a schewe involved serious problems conrected with the
storage and resale of the commodities concernad, ‘ '

L2, Such a gystem of domestlc buffer stocks of lmport end sxpert goods
Involving a geries of agreed steps, would be vreferable to any sudden drasiic
meagures. = It constituted an alternative and less complicated plen to which he
Telt the experts hed not naid cufficient attention and which should be brought

to the notlce of Govermments.

L3, Mr, FIEMING (Unlted Kingdom) agreed with the statoment made by the
revresentatlvs from Frence in his interesting and penetrating analysis to the
effect that the plen whereby full employment countries would borrow in order to
maintain their exports to countrles suffering frum a depression would bensfit
the dmpression country, supplying the funds, rether than the full employment
country. He felt, huwever, that Mr, Jeemisney hud exaggerated slightly in
agsuning that if the -achanism operatsd properly it would involve the full
employment countries in an expansion of internal consumption erfected on borrowsed
money. Fe pointed out that it would also be open to the fuil smnloyment country
to exmend the volume of intermal investments, If the exvort goods for which the
demend had decreased @s a result of the depression were production and invest-
ment and not consumer/%ﬁgﬁgxbansinn of internal Investment to absorb them would
be natural, Even when that wes nct the case, 1t was Jjuet as simple to expand
internel inveswmsnt and reallocate naticnal resources so as o nroduce less
consumer and more investment goods as 1t was to reatrict imports and substitute
domestic vroducts, | |
Ly, Both measures involved a certain emcunt of structural dislocation, but
the former was not necessarily more difficult and was not quite so unfavourabls
to the full employment ccuntry which would be exvending on interest-free loans
the repayment of which could be adapted to meet belance of payment difficulfies.
That might be varticularly edvantagsous to undsr-developed cowntries.
hs, Even admitting that it was disadvantagsous for a full employment
country to maintain 1tg imports from & devnression country at their
previous level, that objection did not epply with full force to the

/proposals
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Proposals contained in the expertst¢ report, under those proposals, any full
emp<loyment country would be _free to restrict its imports -- subjeet to ITO
renulations - and itvwor;lld only have %o take ad.varitage of the possibility of
obta*nma credit Ln so far as that policy was dangerous to its own full employment
programme . It was :mportant that jmports should not be cut to the same extent
as exports, N . . . ,
L6, The proposals appeared in an tmfavourable light if one concent.rated ‘
on the depz;ession phase, or:.the periocd during which an .unstable country was -
suffering from & depzv'es__s_i_onf’.” The statement that certain countries were liable
to greater depressions than others was eguiva;e.nt to maintaining that, taking:
all phases of the trade cycle together, those countries had a lower level of
employment and demand for foreign goods. They must adjust themselves to that’
sitﬁation or thé result would be fmdamer;teyl disequilibrium which would have to
be corrected by exchange modificationa and :ad‘justments of price levels, Full
employment cduntries _}sh‘ould: be in.a poaiijion to count on a surplus set aside in
times of prosperity ‘which could. bé used to meet a de_ficit in times of depression,
In that cage there would ‘be_nane of the continuous and mounting indebtedness to
which the representative of France had referred. A
1&7. With regard to Mr. Ezekielts surgestion, there was wndoubtedly much

to be said for a poli cy . of guaranteed imports., Mr, Flemlnfr would not object to
t)mt auugestlon being mentioned in the report but pomted out that the practical
difficulties Involved were as great or greater than those involved in the purely.
financial e.rra.ngement' sﬁggested by the experts. Furthermore, buffer stocking on
the required scale might lead same Govermments into business ocn a greater scale
than they would welccme and might be essexitiallxmgoonomic.

1&8._ Mr, LUBIN (Unlted. States of America) pointed. out that infarmation
repa,rdinp the spread of the 1930 depression from cne country to another was .
st1l1l too vague for any final comclusions to be drawn. He drew attention, however,
to page 36 of the Secretariat papér "Internaticnal Capital Movements in the
Inter-War Period" where it was stated that the French withdrawal of short-term
capital from sbroad might have been cne of the factors. leading to the stock
exchange collapse in the United States.

/49, The experts?
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kg, The experts ! suggestions were based on a static concept built around
the ambition to return to the status quo ante. The implementation of those

sugzestions might delay increased productivity and hlL,her Standards of living .
throughout the world The Comnlsslon, on the other band, should look towards a
dynamlc world 1n Whlch greater productiv1ty and mcreased utlllzatlon of ne.tural
end Ttman resources would lead to hlgher standards of llvmo.

500 A depressmn mlght be followed. by a change in consumer habits.

Mr. Ezekiel had ‘Peferred to the fats and oils exported by the Far Easty .a
depression in the United otates mlght lead to a permanent decrease in the

demand” for those products due to an expansmn of the petroleum deturn-ents industry
durlna the depressmn.

51,  ° " In order £6 obtaln the dynamlc econcmic world for whlch he hoped there
must fot be ‘more 1nterference than necessery wi th continuous structural cha.nges¢
Loans from the mternatlona.l Moneta.ry Fund woula not qerve as & stmulus to
nece5se.ry readJustments but would rather freeze inefflclency.“ The se.me obJectirn
epplleﬂ to the suggest*on e.bout tarlffs put forward by Mr. Jea.nneney. Every
effort should of - course be me,de to make crises more rrre.dua,l e.nd lese cruel .in
their repercusswons. The experts' proposals however would merely prolonfr the
period of 1neffect1ve demand 5 countrles would be a.ble to avoid maklnv any of the
necessary ree.daustments in prlce levels on the be.sas of cred.lt Sbtained through ..
the Fund. T&I‘lff proteotlon of an inefficient economy or any. other remedy which-
failed to stlmule.te e.djustment to structural changes would be a deterrent to

progress,

52,7 "Spee.lcinf} as the repreSentative from Australia, the CHAIRMAN pointed out
that scme of Mr. Iubints pomts were covered by paragraph 203 in which the. experts
stated the basic requirements for their scheme. He drew particular attentlom to-:-
the fourth requirement ‘and pomted out, in connexion with the sixth requirement,
that the international agency concerned would have considerable. disoreticnary
powers.,

53. " The comments wha ch he had Just heard he.d conflrmed hlS o;pinlon that the .
dxperts ha.d been unw: se to ma.ke such detalled recomendatlons the technical
details of which requlred further consideration. It placed. the matter in the,
frong pers pective to concentre.te o the mmor defects of . a freneral Plan which had

much 4o commend it. Furthermore , section C of the mterna.tional recamendations. ..
[was ths
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was the last section in the report and probably the least essential part of the
whole scheme. The main emphasis had been placed on damestic measures to promote
a sustained flow of international trade and section B referred to internaticnal
investment;as a means to achieve the same end. Section C merely canstituted a
safety nét to be used only if damestic measures and international investment
failed, Thoufrh he felt that the criticisms put forward by Mr. Jeanneney and -
Mr. Lubin were mot entirely pertinent, they reised same very important points

to which careful concideration should be given.

5&. " The Cdmmission's recomendations to the Council should not concentrate
on critlcizing the devices suggested, but rather on the nature of the problem

and the general direction in which a solution sheould be sought.

55, Mr. LUBIN fUnited States of America) emphasized, in connexion with
pardgrﬁph 203, that in his opinion the sshems prcposed by the experts did not
satisfy the fourth requirement and would retard the normal processes of adJustment.

56. M. HbRSEFIELD (International'monetary Fund) recalled that the Fund

had al*eady stated that it welcomed the experts? proposals, though further
consideratﬂon was necessarj.

57. With regard to Mr. Jeanneney's comparison with 1930, Mr. Horsefield

felt that the former might have overloocked the fact that the report formed a-

whole and that paragraph 93 contained specific proposals for maintaining emplcyment
in the éxport indust}ies The scheme was intended to operate as a whole and

the international measures were only intended to prevent the cumulative effects

of depreschns.

‘58. . Mr, FIEMING (Unlted Kingdom) thousht that there was a danger that the
Ccmm1851on minht exaggerate ‘the extent to which the proposals impeded structural
changes, ﬁaragraph 204 (c) 'contalned a specific safesuard whereby if a depression
country could show that the decreese in its imports was due to structural changes,
the International Mcnetary Fund might agree to a reduction in the amount of

currency to be made available. -

/59. Three points
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59. Three points should be bornme in mind: first, the proposals would not
prevent & decrease in the exports of full employment ccuntries, In so far as
such a decrease was due to structural changes the pressure on the producer
remained unaffected; secondly, structural changes were not always of the type
suggested by Mr. Iubin namely, the substitution of the products of a depression
country for those of a full employment one; the tendency might be in the other
direction, in which case the depression would merely disguise a fundamental
adjustment and it would be advisable to give Governments assistance in supporting
their own producers; thirdly, a decrease in imports by a depressicn country
would certainly lead to a decline in the prices of products in a full employment
country and that in turn would lead to long-term structural changes under which
those produuts would be substituted for others, The expertst proposal would
have no significant effect in delaying adjustment to structural changes if those
changes were not in a particular industry but affected all price levels in full
employment countries. .

60. Mr., Lubin had rejected the provision of credit anda the application of
import restrictions as demorallzing. Oince a full employment country could not
reduce price levels without abandoninz its full employment policy, Mr, Fleming .
concluded that Mr, Lubin wished to see an adjustment in exchange rates; it was
very questionable, however, whether every fluctuation in prosperity should be

accompanied by fluctuations in the rate of exchange.

61, Mr. LUBIN (United States of America) pointed out that Mr. Jeanneney had
used the word "credit" to refer to the risht to draw on the Fund; that did not
rule out other loans or international investments. The experts seemed to have
neglected the question of exchange rates almost entirely and to have assumed that
under their scheme that aspect would not have to be considered, Increased tariffs
meant an increase in the price level of consumer goods which in turn affected the
coat of living and made it still harder to increase the volume of exports,

A policy based on tariffs would therefore seem to defeat its own ends,.

The meeting rose at 1.15 p.u.

27/1 p.m.





