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NATIONAL .A..1\JD INT·ERJ:IATIONAL MEJlSURES FOR FULL ElvJPLOYJ.vlE:NT; REPORT BY P. GROUP 

OF EXPERTS .APPOINTED BY THE SECiili'rARY-GENER.AL (E/1584, E/CN.l/L.6 and 

E/cN.l/L.7)(contL~ued) 

1, TIJ.e C:s:AJIUvJ..\"T invited the Colitlmisaion to consider the United States draft 

resolution on the ex:J~'.;ts r report (E/CN .. l/Lo 6) and the United Kingdom amendment 

to it (E/CN.l/L? 7) before resu.ming the discu.ssion of part C of the experts 1 

recommendations for i.."lternational measures (E/1584). 

2. :tvJr. LU13IN (United States of America) stated that his delegatj.on's draft 

resolution had been ~repered in the light of the majority view that ~o 

substenti're rtH::omm.endations on the experts' report should be pre8ented to the 

Council. 

3. The p!lX'pose of the draft resol~tion, as set o·11t in paregraphs 5 to 7, was 

to commend the ex:perts' re-port to Member Governments of the United Nations, and 

to the s-pecialized egencies e1d no..-.1.-governmen.tal organizations concerned for 

serious a..~d deta:Ued examination, and to urge Gover:1ments to facilitate wide­

spread pu.blic consideration of the report in their respective countries. As the 

Council would not haYe sufficient time to receive and discuss Government comments 

on the re~o~t at its forthcoming session, the date for the presentation of 

comments which the Member Governments we~e invited to transmit to the Secretary­

General had. been fixed et 15 May 1950 so e.s to enable the Council to consider 

them at its eleventh session. 
4. Peregra-ph 7 of the proposed. draft resolution provided for the enuzci::ration 

/in all ap-pendix 
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in en appendix to the Commission's report to the Council, of particularly 

important -problmns de aJ.t with i:n the experts r report so as to assist Governments 

in the consideration vf the experts' report a11d the preparation of comments 

thereon. Although the problems which the Commission conside:;:"ed should be 

studied would be mentioned in its re-port, the procedure proposed in raregrt'ph 7 

of the draft resolution would enst'!I'e a more careful study of the important 

problems. 

· · 5. Mro FLEMING (United Kingdom) said that his delegation 1s amendment 

(E/CN.l/L. 7) related to less important aspects of the United States draft 

rnsolution the general recommendation of Whioh the United Kingdom delegation 

supported. 

6. The main :part of his eJllOndment suggested that peregruJ?h 6 of the 

United States draft should be reple.ced by a text invitir.g Go·rernments to study 

the ra'port and indieating that the Council we_s exJ?ected to take action a."'ld to 

come to definite co:r..<1 -..:.sions at its eleventh session. The reasons for his 

amendrr;ent were as fr::r ... owe. 

7. It Wafl to be expected that the draft resolution would be approved by 

the Council rather late at its tenth session, and that its Member Governments 

would therefore take no e.ction on it U..Tltil after that date. Moreover, if the 

time lim:l.t for the presentetion of Government comments and proposals W&B fixed 

at 15 May, es provided in the United States draft, the Governments would not 

have the time to benerit from the widespread discussion of the report recommended 

in paragra-ph 5 of the draft resolution and to formulate thej.r opinions, which 

might lead them to te2{e a negative stan.d 011 the issue at the ele-venth Cou:ncil 

session. The valv.a'ble intervel betwee:n 15 Mcy and the operli.ng of the eleventh 

session of the CoUiwil should be used by Governments for further consultation .. 

on the difficult matteH~ dealt with in the experts r report so that when the Council 

met in July, they would be able to take a pos:it.ive stand on them. 

8. In view of those considerations he thought it better, as provided in his 

amendment, to reg_uest Governments to pre"~;> ere their views end proposals f0r 

presentation at the eleventh session of the Co.uncil, and to indicate that the 

Cjuncil was expected to formulate its recommendations on the matter~ 
9· The oth0r pert of the United Kingdom amendme:.1t providing fnr 

the d~J.etion of 'Paregraph 7 of the Uni·bed States draft and the .insertion 

/of a brief 
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of a brief clause in paragraph 5 was consequential upon the fi~rst part of the 

amendment. vlhile the United States draft of paragre,ph 6 provided for ge:::1e:.al 

Governu:ent ccnuaents on the experts' report, the ur~ited Kingdom aoenJn::ent called 

for specific Gove:::-nrnent proposals to formulate which Governments did not require 

a special appendix listing the p1·incir:iill pro"blems dealt with in the ex~Brts' 

report. However, that part of the amendment was less important than the main 

part. 

10. In conclusion, Jvlr. Fleming suggested informally that the reference to 

speci'alized agencies might be deleti<l from paragraph 5 of the United States draft. 

11. Mr. LUBIN (United States of. America.), in reply to the United Kingdom 

representative's remarks, said that inclusion of an appendix in the Commission's 

reportas proposed in the United States draft, would enable the Governments to 

send -in better cotnJLents. He wouJd therefore prefer paragraph 7 to be,retained. 

12. IIe '..tas cpposed to the United Kingdom amendment to paragraph 6 as it 

provided for the pre <--=-1tation of cO!Qllleuts by members of' the Council alone, 

whereas it would heJ p the Coui'1C il in 1 ts work to have the vievrs of all United 

Nations Merabers as requested in the United States draft. 

13. · The CHAIRMAN, as the represt:mtative of Australia, favoured the United 

Kingdom amendment which he would support for the rea:::u.ns gj_ven b;y~ the United . 
KingCiom representat,i '.re. 

The Uni "l..=cJ King~om amendmeni; to the Un~-~~.:_~ Si~~-~~~-_il_:cE.•J'-:-. ~§_t~1Jt:i~ 

J.YcrLl/L.72. was adc:pted by 6 votes to_~_0--~-~:...2-3,~_::;.:!~~·2!·1~~~!1_·_ 
The Unite-!:_ St.a·~:es draft resoluti'Dn, as a~~~ecl 0.~-=~:.'J.:!'.:ll·~-;sl:z. a•lopted. 

14. · The CHAIRMAN invited the Commission to continue the ccnside:;ration of 

part C of the experts' recoi:llllenda·~ions for internation:::tl measures. 

15. Mr. JEANNENEY (France) tnought that it vrould be useful, as the Canadian .. 
representative had suggested at an earlier meeting, to cu:1sider -the effects 

v.rhich the experts' proposals might have had on the economic situation between 

the two world wars. 

/16. The experts' 
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16. The ex1;erts' proposals vere based on the h;ypcthesis that a country A 

experiencing a G.ecli:ce in its ef:f.·;octi ve internal demand would l"educe its imports 

from country B, 'llhich naturally would result in a reduction of the exports from 

coun~ry B to country A. Tha+., the experts feared, woUld agsravate the defla­

tionary trend in count.rJ A and wot:.ld prcpagate it further since couv_try B, a~1.d 

other countries whose balance of paJ~ents consequently became unfavou=able, 

would curtail their imports from country A. 

contractior.. of world trade. 

The result would be a CUI:lulative 

17. Those appreher..sions might seem justified in the light of a nun:ber of 

past events bearing ou~ the hypothesis. 'Ihe economic crisis of 1929, for 

instance, had been started by a decline in aggregate de~r.a:nd in the United States 

aud the subsequent fall in agricultural prices and incomes. That crisis had 

been propagated t'Qroughout the world and had led to a consic.~rable contraction 

of world trade. 

18. The point in question, how-ever, was vThather "the rsmedy advocated by the 

experts was adequate ~-) r:.eet such a crisis. The report proposed that in the 

situation outli!l.ed ai.::ov-e, country A should make a deposit in its own currency 

with 't.ile Inter::ational Monetary Fund of an amount 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 make it available to col.l:ltry B, for · 

instance, to er,.able it to continue to import from country .A. It had been hoped 

that by such an arrangement, the cumt~lative process of contraction could be 

arrested. 

19. I::t the French representative's vie·.v that could be achieYed 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 period the experts doubtlossly must have had in mind. In such circumstances 

country B would naturally not hesitate to utilize the emount put at its disposal 

fer continuing the import of the goods which it so greatly needed. At present and 

in the future, hov1ever, 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 heaVJ· machinery and raw materials. Such a co~~try, in order to 

/continue 
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continue to import on tl1e credit put at its disposal by the Fu.'1d, ~lt.:-u.J.d have 

to ba i.1. a position to sX}!ort, :1.:'1 the same quantities as before, tl~e goods 

i-Thich it produc6d from the i:oported ra\rr Illl:1 teriaJ.s. l"'La t, hcrwcrrer, was not 

likely because, as had be6n S9.1d, the exports of such cou11tries would be 

reduced. Conseque!!tly such countrios could not ut;Uiz.e .the c:redi t put at 

their disposal i'or the ccntL.'lued purchase of ra.ir materials :1.n the same quanti-

ties w~ess t.."1eir internal affscti'ra demand were to rise conaidera.'bly. In 

that eYent, hcvevar, the credit put at their disposal would be used as a 

device for financing an increase in the volume of !~ports, the resv~t being 

perpetual indell~ued:loss as there would be no provision for the repayment of 

the financial acco~odation supplied. 

20. The other hypothesis, which was even lees probable, w-as that 

country B vThoss exports t0 country A had declined woulcl use the credit put 

subsequently at ita disposal by the Fund to finance further imports. Such a 

c·ountry's internal :we.rket \iould already be flooded. 't'Tith tha domestically · 

produced ag:t'icul tur. 1 and :industrial goods which 1 t was unable to export, and 

a further import o:f eooda from abroad, which mig..":tt Cl.riYe the domes·tic products 

from t:1e in tarnal ma:·ket, would cozlsequently cause unemployment. If, on the 

other ha.ni, the country in question were to follow a policy of stimula"G:i.ng 

demand in order to find an outlet for the imported and domestic consur~r goods, 

the ensuing increase in dorr.estic consumption, without a corresponding increase 

in the productive capacity of the country, wo~ld result in increasing the 

country 1 s il:t-:ebted."':l.oss. Mr. Jeanneney wis~1ed to cite the following example in 

that connexion: During the years 1929 to 1933, Fre~ch exports had declined as 

a result of the economic crisis which had originat6d abroad. Yet, owing to a 

considerable influx of capital at the time, France had been able to accumulate 

gold and foreign ex_change reserves, and co:::.l.sequently had had no diff'icul ty in 

balancing her payments in spite of a decline in hel" expor"::;s • Thus, th9 situation 

which the experts would like to create by artificial means had arisen in France 

s:pontaneously. 

21. The rise of Frer...ch imr-orts 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 ewbark upon the difficult deflation process with a view to re-
the c2urse 

sto1•ing he:r' trade-balance. In taking those measures France nad followedpbamptOD9d. 

/by the 
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by the experts; she had permitted her imports to rise during the years 1929 to 

1931, and bad paid her trade deficits out of her monetary reserves. By taking 

that deflationary action, she had helped to mitigate somewhat tho eff'ec-:s of the 

w·orld-wide criais. On the other hand, the long-term effecta of that economic 

poli~y had been disastrous for France. The policy had depleted France 1 s mo!.letarJ 

reserves, given rise thereafter to chronic monetary difficulties and, by causing 

the French market to be svramper with imported goods, it had prevented French 

industry, which had been unable to find an outlet for its goods from making the 

necessary improvements in production methods. The produc't,ive capacity in 

French industries remained stagnant and they were still suffering from the effects 

of this stagnation. 

22. In v~. Jeanneney'a view, no country mindful of ita long-term interests 

would use the credit ms.de available to it under the experts' proposal. Con­

eeque&tly the proposed mechaniom vo~d not wort. 

23. The experts' report seemed baa•O oa Wo hllaciea. The first was the 

confusion bet~-<~'een t~,;;; economic effects of loans and of grants. It was true 

that loans could be ;;. . .:;ad to stimulate consumption, but he wondered if this could 

have a lasting effect. Countries receiving loans would benefit only when they 

yere granted the production and when the borrowing country could repay the loan 

and have a net increase in income. Thus a distinction must be drawn between 

productive loans and non-prod~ctive loans which would have to be repaid from the 

country's revenue and would thus be a drain on it. The alternative would be a 

non-returnab}.a loan, or a grant. In Mr. Jeanneney's view credit machinery could 

not b"e built on this basis. 

24 • The second fallacy in the experts' report was the contention that a 

lack of international demand was the real cause of depressions. Re considered 

that the spread of depressions throughout the world, which had been one of the 

most striking phenomena of the beginning of the twentieth century, was due 

to the propagation of a drop in prices rather than to any other factor. A drc.r;· 

in prices of basic products in a country which occupied an important place in 

world economy invariably led to a drop in prices in countries economically linked 

with that country, and that was the way in which a depression spread from one 

country to another. He felt that it was essential that the Commission, while 

/emphasizing 
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emphaaizing the important role played by credit in man;r _cases_, should sound a 
. -

note of we:.c:-1ing itr order to prR:.>ent a situation arising in whicn nations dEpcnd'd 

solely on credit msast'.rcs to develop internationa.l trade. There were biTo 

important waya by vrhich a smooth flG·:-r of products in world trade and the f:.~ll 

employment of world resou.r·ces might be achiEJVed. Creditor cou.ntrica mig::t. 

make grants to debtor countries, and greater attention miebt be paid to bringing 

about an equilibrium of trade balances. 

2:>. In t:1e nineteenth century, when 'Ghe gold standard prevailed, a country 

'lti~1ich had to face a s:!.tuation similar to that of country B, namely a country 

which had experienced a reduction in its exports, suffered. as a consequence a 

reduction in its gold reserve. ITe had been informed that such a situation also 

led to a contraction in domestic credit lThich in turn acted as an incentive to 

entrepreneurs to. try and find ne~..r markets abroad. It was ·worthy of note 

that the result of the machinery suggested by the experts would be a reversal 

of the situation 1ft..i-:;:'l had preva:i.led in t::-1e nineteenth ce:.1tury and which had 

led to a eu'bstanti£ :~ incre<aee in vor::..d trade as a whole. 

26. The gold ; :,dndard no longer pre·rt:liled, but monetary adjustments were 

made by altering foreign exchange rates. He f'irmly believed that international 

organizatioris "'Thich already existed or which mig!:lt be set up, mig.'1.t prove an 

obstacle to those necessary monetary adjustments. Recent experience had 

emphasi~ed that fact. It had been arg'.led that an alteration in· the foreign 

exc!lange rates mig..l:!t prove to be a makeshift and some•Jhat dange~ous measure. 

He felt t:n~:~."i; !.asting equilibrium could only be achieved by an aj?propriate 

tariff policy -v•'hich ~would lead creditor cotmtries to lmrer their barriers 1 and 

induce debtor count::·ies to incree.se their tariffs on certain products in 

exceptional casas only. It was obvious, l:imft3Ver, tt ... at arry sulJ:'J::;£'~ntial lowering 

of tariffs by a creditor country would lead to unemployment in certain domestic 

industrias. 

27. It should not be thought that creditor countries could export a great 

deal, import little, _and lend money to debtor countries without running grave 

risks. He pointad. out that at the er1d of the nineteenth centu:cy and the 

beg~nning of the ti-Tentieth, the United Kine>;Jom and France were creditor 

countries. .A certain equilibrium in world economy had been achieved by the 

grantine of loans to other countries by the two cou11tries mentioned. If the 
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situation was examined thoroughly, howe\'er, it would be seen that the trade 

balances of those two countries had become unfavourable as a result of the 

measures which they hEi,d taken. 

28. He felt that instead of resorting to credit and artificial monetary 

measures, a policy of stabilization allied to realistic tariff policies 'Would 

bring about a reduction in unemployment and increase world wealth. 

29. YJ!'. i'fUNES GUIMARAES (Brazil) referred to the French representative' a· 

statement stressing ths difficulties of carrying out the measures proposed by 

the experts, and also to the remarks of the Norwegian :r'ep:reaentative regarding 

international measures for full employment which he had made at the previous 

meeting. He al·SO quoted the remarks of the United Kingdom representative 

regarding the extremely difficult position of goven1me~ts which had to decide 

between short-tern domestic measures and long-term international measures. 

30. It coulo b~ seen that governments had adopted a compromising policy 

as regards interna"' .. ~''nal measU.rea to achieve full employment. Despite the 

fact that' multilat!-.··~1 trade agreements and "most-favoured-nation" treatment 

were favoured, ~any countries had been compelled to eign bilateral trade 

agreements. They had done so in order to prevent a reduction in the activities 

of export industries 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 was the only one which would help mankind to take advantag~ of the division 

of labour upon which all economic progress depended. 

31. He felt that the instinct of survival prompted eovernments to take 

decisions which were apparently against long-term international measures to 

achieve full employment. All were aware of the impor~ance of the convertibili­

ty of currencies as a basis of multilateral trade. That convertibility 

depended, however, to a great extent on the reduction of the great disparities 

which existed in the productivity of the various countries. Such a reduction 

could be achieved by fostering international trade and foreign investments. 

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

of paragraph 120 of ~~e experts' report, he doubtec whether the measures 

prcposed in paragraph 205(a) could be carried out. He felt that the statement 

/in the 
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in the latter parag:raph meant that oretU tor countries should opeJl cx-edi te for the 

debtor C'.J!.l!l~:df,"l in or•ler that tJ::.3 latter -vmuli not be com:-ellod. to red·;,ce their 

impo:.~ts from the forrJ<::lr. S;;:.ch a measure did not seem feasible, as creditor 

cou~tries would not be able to make the requi~ed deposits with the L1te:rr.atio.:1al 

Monetnry Fl.l!:;d fer some time to come c 

33. li'or the credi to::- countries such deposits amounted to open credits to be 

made avs.ilable to the importers of debtor countries whose exports hz,d been falling 

\.ll'f. Credits that could not be reimbursed were not c:-cedi ts, they haa. to be 

cor:.s idered by the creditor C1.:mntry as :?rozen assets. Count:::oias w:i:lic;h had gra>:1ted 

such credits might resort to inflation if they wished to ccnti~ue financing 

exports. He pointed out that in his book entitled 11Mo:nnaie-Credit-Transport 11 

Mr. Heilperin had. stated that if a country did not wish to receive re.l)uJ'rc~nl-, of the 

credit granted by it in merchandise or services, then su~h a coun~0ry did n')t w~ ._,h 

to have such credit repaid. Purely monetary methods cm~ld not take the place of 

the exchange of goodfl, services ani labvur. 

34. He then qu</ "1', parngraphs 2l-f~4- of the statement rn..ado by Mr. Raf5i1ar Frisrll 

on the report of the -": .• 1rd session of the su~~·Comrnisslon on Employment and 

Economic StablJ.ity (E/CN.l/67). 

35. Nr. Guimm·aes believed that the International 1-'Ionetary Fund should be 

empowered to operate the scheme proposed in p~agraph 203 of the experts 1 report, 

provided the implementation of the Havana Charter was speeded up and the 

Internatlore.l T-rade Organization brought into being, and provided also that there 

were no major o)jections to the schema proposed by the experts being put into 

effect. He felt that the Commission could give its opinion on the international 

measures propof:wd by the experts without wai ti:ng for replies to be received from 

the International Bar!k for Reconstruction and Development and the International 

Monetary ~und. However importEU~t the role of the latter organization might be, 

currency stabilization was closely linked with commercial policy ~!d foreign 

investment. Without interr~tional co-operation in those two fields he dou~ted 

whether the scheme proposed· by the experts -vrould prov9 effective. 

36. Mr. EZEKIEL (Food and Agriculture Organization) wished to make a few 

further com~ents suggested by Mr. Jeanneney 1s brilliant analysis and 

Mr. Guimar.aea' suggestions. 

/37. Although 
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37. Alt,ho•.lgh the experts t p.zooposals w5:ra put forvm.rd e.e a ;plP-m to tttt1~il1ze 

the flow cf i:r.:.t.0rnaJ.:ior..al trade, it we.a cle9X froll paragraph 205 thet thoy lra::·e 

merely e.!.'led at atabili~ing ttl::> balance of pR.)'I!lent(j. If the United States had 

ap:?lied the eolt<ti~ ouggf.tatsd by the experts in 194.9, takir::.3 194.8 ae the 

reference year 1 ti:ld had siwultaneously rodu:Jed the gra.~ts to othsr cc:nJ.;:t.~:h:~; {)y 

which its ~xports w3r~ ~.intatned and its own im~orta, it vo~ld have been und6~ no 

ot.1!igr.ttlon to meinta!n further dollar comrai t"..1ants to other count:t':i.eso ~~'he result 

·v:ro~:l<l have baen ~..:o e.voiC:. a.ny balance of payments difficulties but to decrease tl'.e 

tot'il vol'.A."'le e.nd. value of world trade. Such a decrease va.a an inherent defect in 

the propocala. 

38. li9 d:t~ew attention to a different ooncep·t: oomr;J.y, tile ::naintEm.anGe and. 

etab:!.li:::e.t~.on. of the flew of Yor:!.d. trace ratller tbsn of the ba1~ce of pay(;lF.ints. 

39. ·. J.Iany Gcve~ttnte eJ:ea.d.y gua.re.nte~d. their owu px-orl\lt:f>:::-'B stable ll!tlrke-ts 

for a limited qw..nti ty of their p!'cli•J.ets, t.'iu.e f::•aeix::s t~em. f".ram the fea.r of 
·.. . 

be.nkruptvy d1.:.e to e. ;:JW~.den contre.J;1~.ion of t!1e market.. Tbe ~yetF.~:m of p:"ice support 

i:u th9 Uni ts1 st.e-.t~~ -;·;(_'>r e::.:t~""t::ple h!.d mo:tified ths slight :reCI3.;;JI':!ion in 1949. 

That ertco.bili:t::!.:i.\.~ cmr,,~1(;op··::. might be 9l'.:tenrletd to inter1JB.tiono.l trado. 

40. It w~t..s o1:>:ricus, aa the repree:entative f~·om F!"a.nce h~.d et'itsd, that the 

provir;ion cf fnnls to other enuntrieoo d.id not cre3.te lilti.:'k~t-e !or the el:po:;.-t 

imuatriet3 of the ccu.:J.t:~y conlf;arndd ar..d. merely gave r1ao to et::ucturel c.tf:fioultiea 

and. an event,llal d..ecreaeo in cons·>~ln;pt1 ve powe::':'. J .. a e.n Ol.:a:llpla he ci-ted. the decrease 

1n the demr.nd. fc:-..~ tl:fJ ~1la and :fate expOl""ted. by cartain Far-Eastv;.•:n oountrh1s, 

whi c'h hsd haCi. ,;u:.f:3 iderable ~epe:"cueaiona in thoae eoun:tr:ies. 

41. In pw:-o.gra:ph 201 o:f th9ir repo;:-t, the BJQerts d:r.ew attention to the 

posoibil~ty o'l i:l":lln'W.inil:g imports by Goverment purchases and ·stockpiling. 

That. eugge>;tion I.ligr,t be e•<>mined further frvln the Vif3\1J?Oint of' sta!>i:!.izir.lg the 

flow of in:t9Tnetion!ll trad.e. It tllght be poeosibJ.e to conclude multi let.eral 

agre-st:-entG unti.er whtcb each Gover.:.~ent would guue.r.tae a.."l agreed volume of 

lmports. · other countries would work out their volume of exr>arta on the baals 

of that agreen.eut. If imports fell more tMu ten :per eent bel.ow the agreed 

lave l . thE> Gc-vern!nent l."Ould. purcha.ae and. atoekp! le the goods 1 tae~.f at a 

price to be negot1 h·to~.. Sube~queut adjustments might be neeeeeazty ehould 

/structural changes 
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structural changes indicate that the difficulty was more than a tem)oYilry one, 

He reali~ed t112t suc}l a scheme :!.::valved ser1ous nrob:!.ems cowectod with the 

storage and resale of the co:mmodi ties concerned. 

42. Such a syst-em of domestic buffer stocks of im-port and export good.s 

involving a serjes of agreed ste_ps J 1-rould be ~)referaplc to any sudden dl·a;:;-:ic 

measures. It constituted an alternative and less complicated plan to which he 

felt the exports had not ~aid ~ufficient attention and which snould be brought 

to the noUce of Governments • 

. 4 3. ~fr. FLEMING (Un1 ted Kingdom) agreed 'W1 th the s ta toment made by the 

ra~reeentative from France in his interesting and penetrating analysis to the 

effect that the plen '\·Thereby full em;;>loyment cou..'1.tries would borrow in order to 

maintain their ex:;;Jorts to countries sufferi:ng from a depression '\1'ould benefit 

the Mpression country, supplying th6 fundS, rather than the full e:m.:9loyment 

cou..?J.try. He felt, hCI·Tever, that lvtr. J'aen:n.oney had exagge:..4 ated slightly in 

assuming that if the ~:.';)chanism o-perat•Jd properly it would invol~re the full 

emnlc:,'m..:nt cou..'1trien ln an expansion of internal consumption effected on borrowed 

mone~;. Be po:Lnted. out ttat it \WUld also be open to the full employment country 

to eXTJend the volume of interna 1 investments. If the ex1_)ort goods for which the 

demand had decreased as a result of the de:pression were produc-tion a1:d. invest-
goods 

ment and. not consumer /the e:x .. Dansion of :!.nternal investment to absorb them.. would 
I -

be natural. E':ren -when t:Cat 'tvas not the case, it 't-188 just as simple to eypand 

internal inveBt,1119nt and x·eallocate national resources so as to lJroduce less 

consumer and more investment goods as it was to restrict :imports and substitute 

comes tic nroc.u::-:ts. 

44. Both r.1easures involved a cert:~in amount of structural dislocation, but 

the former was not necessarily more difficult and '\-TaB not quite so unfavourable 

to the full employment cmmtl'Y 'tvr.i~h would be expa:l.dins on interest-free loans 

the repayment of vThich could be adapted to meet balance of payment difficulties. 

That might be particularly advantageous to under-developed countries. 

45. Even a ami tting that it 'tV"as disad vantaceous for a full employP:lent 

country to maintain its imports from a depresaion country at their 

:previous level, that objection did not epply with full force to the 

/proposals 
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proposals contained. in the experts • report 1 under thos.e l)ro;posa.ls, any full 

employment co~try wo~1d he free to restrict its llnPorts -- subject to ITO 

regu~a.tions •• and it w6uld only have to take advantage of the possibility of

obta~.ning credit ln so far as that policy was dangerous to ita own full employment 

proeramm.e. It was important that imports . should not be cut to . the same extent 

as exports. 

46. The propos~l~ ap~eared in an upfavourabl~ light if.ane concentrated 

on the dep;oession phas~ 1 or, tll~ period dllring which, an . ~stable country was · .. ,· ., ... , . - . . 

suffering from a depression.. T.he statement that certain countries were liable . - .. . . 

to greater depressions tha.n others was ef!Ui'valent to mail'ltaining that, ta~ing 

all phases of the trade cycle together, }hose countries bad a lower level of 

emplo;vment a.nd demand for foreign goods. They must adjust themselves to that " 
. . ' 

situation or the result would be tundam&~tal.dis~quilibrium which would have to 

be corrected by exchange modificat,i9f!S w:id ~stments of price levels. Full 

employment countries should be in . .a position 1;o count Or}. a surplus set aside in 

t:imes of prosperity which, col,lld be used to meet a deficit in times of depre·ss:ion. . . .· 

In that case there would 'Qe. none of the continuous and mountine indebtedness to 

which the representative of F~ance had referred. 
. ' ~ 

47. With regard to ~. Ezekiel•s su:>;.3estian, there was undoubtedly much 

to be said for a policy of. guaranteed llnports. Mr t Flemin3 would not object to 

th~ t sucrgestian being me!ltioned in the report but pointed out that 'Ghe practical· 

difficulties involved were as areat or greater than those involved in the purely. . . . . . 

financial arrangement suggested by the ex:perts. Furthermore, buffer atocfi:inG . an 

the required scale micht lead sowe Gove~ents into business on a greater scale 

than they would welcome and miGht be essentiallY, un~conanic. 

48.. Mr. LUBm {UIJ.ited States of America) pointed out that information 

regarding the spread of the 1930 depression from one .country to another was 

still too vague for any final ccncll.lsions to be <ira~~ He drew attention, however; 

to page 36 of the Secretariat paper "International Ca,pi tal Movements in the 

Inter .. war Period" where it wa.a stated that the :Fren.ch withdrawal of short-term 

capital from abroad might,have be~n one of the factorf3.,1eading to the stock 

exchange collapse in th~ united States. 

/49. The experts • 
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49. The experts t suegestions were based on a static concept built around 

the ambition to return to the status quo ante. The implementation of those 

su~~estions mi3ht delay increa~ed productivitY. and hi~~r standards of living 

throu:3hout the world. The Ccmm.ission, on the other .l:land., should look; towards a 
-~ . . . . 

dynamic'world in wh:ich gre~ter productivity and increased.utiliz~ti~ of natJlral 

and hUman resources ·would lead to hi13her standards of livinc.
. ' . 

A dep·;ess.:i.on might be followed by a change in consumer habits. 

Mr. Ezekiel had ~ferred·, t~; the. fats . and oils exporte~ by the ~~ East J .e. 

depression in the United States micht lead to a pen:nanent decrease i~.'the 

demand for those products :due to an expansi~n of thtr _petroleum deturaents ip.p:us~ry 
during the depression. 

. 
51. rn·order to obtain the dynamic economic world for which he hope~ tp~re 

must. not be 'more i~terlefence .·tm:n neceJsary With ~~nt~UOUS stru.ctu:t:a.l chan~es" .. 
Loans fr6m .·the Jhternational Monetary FUnd. vrould. __ n~t serve as a stimulus :t-o 

. -· ~· 

necessary readj,U:stments but··_vould, rather~ freez~ inefficiertey.: The :;<Jam~ obje.cti~n 
app"liei·to ine Blioo~~t5~on ~bout-tariffs put forward bY, Mr. Jeanneney. Eve:t:Y,. 

effort :should· 6f ·coUr-~'~ be made. to make crises more Gradual ·and less qruel.in 

thE:hr repercussiohs. The ·~xperts I propo~~ls however would merel; ,ProlonG ~he 
p·eriod of . ineffec-tive :dem'and; ~ouzitries would be. abi~ to. avoid makin3 any of the 

'• ."7 •• -·: . ., •.• .0.1 • 

necessary readjustments in.price levels, on the ba.sis.of cr_t?dit;,obtained throug~. 

the Fund. Tariff protection of an inefficient econ~ or any, other remedy which· 

failed to ~tiinulate .. "~dj~stment. to structural .cha.~es "tfouid be 13. deter~ent ,to 

progress. 

52~·· Speak:i.n{3 as the representative from Aust;relj.a, t}+e C~IRl"JAN- pointed out· 

that some of Mr. Lubin's points were covered by paragraph 203 in which th.e experts 

stated the basic requirements for their scheme. He ~ew. _particular attention ~.o: · 

the fourth requirement and pointed out, in connexion with the siXth requi~ement, 

that the international aaency concerned would have .c~~.d~r~b.le (li®r~t:tonary 

powers. 

53. The comments which 'he had just heard had. COitqPJled }+iS.QP~ion tha,t 

e"Xperts ha<i- bee:h ~wis~ to mak~· such detailed ):·ec~en~ti.on~-, the tecl,lnical 
- '' .· ' . 

th~. 

Jetails of- "tihich required further consideration. It placed the ma.tter in the 
:... . .. .· - . : ... 

'--Trone pe~spective' to 'concentrate on the minor defects of a 3eneral plan which had 
~ . . . . ' . . . : . . . 

JJ.uch to commend. it.· Furthermore, section C of the. iptemationa.1 recommendati_ous 

/was +:b<;: 
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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 domestic measures to promote 

a sustained flow· of international trade arid section B referred to international 

inve~tment as a means to achieve the same end. Section C merely constituted a 

sa:fety net to be used only if dcmestLc measures and jnternational investment 

fai'led·. Though he felt that the cr1tic1sms put forward by ·:Ml ... Jeanneney and 

Mr. Lubtn ~ere not entirely pertinent, they raised some very nuportant,points 

to which careful consideration should be given. 

51+. The Ccmmission •s recomt¥.:md.ations to the Council should not concentrate 

6n criticizinG the devices suggested, but rather on the nature of the problem 

and the general direction in which a solution shouldbe sought. 

55. Mr. LUBIN ~United States of America.) emphasized, in connexion wit,h 

parac:raph 203, that :in his opinion the 6.:'1J.eme proposed by the· experts did·not 

satisfy the fourth requirement and-woUld retat'd the normal processes of adjustment. 

,. 

56. Mr. HbRSEFIELD {International Monetary Fund) recalled that the Fund 

had already stated that it welcomed the experts• proposals, though further 

consideration was necessary. 

57. Wlth regard to Mr. Jeanneney•s comparison w.i.th 1930, Mr •. Horsefield 

felt that the former micht have overlooked the fact that the report'formed a· 

whole and that paragraph 93 contained specific proposals for maintainin3 em~loyment 

in the export industries. The scheme was intended to operate as a whole and 

the international measures were only :intenlied. to prevent the cumulative effects 

of derressicns~ 

58, Mr. FI..E!v'IING (united Kincdotn) thbu:::;ht that there was a danger that the 
.. 

Ccmmission mi'3ht exac;r,erate the extent to which the pro.(losals impeded structural 

chanr,es. Paragraph 204 (c)' contained a specific safec~uard whereby if a depression 

country could shotv that the decrease in its imports was· due to structural 0hanges, 

the International Monetary Fund might acree to a reduction in the amount of 

currency to be made available.-

/59. Three • .,poin~s 
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59. Three points should be borne in mind; first, the proposals would not 

prevent a decrease in the exports of full employment countries. 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. Lubin namely, the substitutj6n 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 depression 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 produ~ts would be substituted for others. The experts• proposal would 

have no BiBflificant effect in delaying adJustment to structural changes if those 

changes were not in a particular induatr,T but affected all price levels in full 

employment countries. 

6o. Mr. Lubin had rejected the provision of credit anQ the application of 

import restrictions as demoralizi.ns. Since a full employment country could not 

reduce price levels without abandonin3 its full employment policy, Mr. Fleming 

concluded that Mr. Lubin wished to see an adjustment ln exchange rates; it wa$ 

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 ri0ht 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 

meal}t an increase in the price level of consumer goods whlch in turn affected the 

cost of livin3 and made it still harder to increase the volume of exports. 

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

The meet~G rose at 1.15 p.m. 

27/1 p.m. 




