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REPORT. BY TirE GROUP OF EXPERTS APPOINTED BY THE SECRETARY -GENERAL UNDE.'R TEE 
TEPJviS OF RESOLUTION 221 (IX) OF TEE ECONOMIC AND SOCIAL COUNCIL TO srlUDY 
NATION.I\L AND INTERNATIO~IAL ME.ASUHES FOR FULL EMPLOYMENT (E/1584) (continued) 

1. The CHAIRMAN called. u~on the Commission to continue its general 

discussion of part III B of the report relating to international measures. 

Th3 Secretary of the Commission would reply to questions which had been raised 

at the preceding meeting regarding the views of the experts on loans to be 

granted to under-developed countries. 

2. Mr. 1-JEINTRAUB (Secretariat), re;plying to the representatives who 

had. asked why the experts had made a distinction between loans granted for 

general developme~t purposes and loans granted. for carrying out concrete 

projects and why they had recommended. that the International Bank should set 

up a department for general developmental lending pointed out that the first 

question vras answered. in paragraphs 116 and 197 (sub-paragra1)hs a, b, and c) of 

the reiJOl't. He read the relevant text. 

3. Referring to the second question, he stated that at the present 

time the Bank made loans only for concrete projects and that therefore it 

was essential to set up a special body to grant loans for general development. 

I 4 • Mr. NUNES GlJJl-iARAES 
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· l~~ Mro :N!Th1ES GtJl:MARI\ES (Brazil) saw no way of achieving a balanced 

world· economy without re·-establishing the flew of foreign loaris. Indeed, 

two condi t:tons were essential to the achievement of SPch a balance: 

(1) the free flow of capital; (2) the free lidgz-ation of labour. 

5. As stated in paragraph 191 of the report, it was essential that, 

in the field. of foreign investment, industrot~.lly ad.:vanced countries should 

adjust their policy so as to enable under-44Peloped countries to increase 

theil' capital equipment and their real incOM. It was the flow of capital 

among 11ations that bridged the ga:ps in intenlfl.tional trade. It vre.s foreign 

capital which supJ)lemented and stimulated the movement of domestic capital. 

Under-developed countries required. agricultural machinery, laboratories etc. 

They therefore needed capital either from ~iiate sources or from international 

a3encies. 

6. It wo~ld. be a grave error to unde~sttmate the importance of private 

investment, notwithstanding t):le international difficulties which might have 

been encountered. in that field. The flow of private capital must be encouraged 

rather than opposed. Moreover, cotmtries receiving ca:pital were more 

interested in obtaining private inves~~ents than furAs fr0m intergovernmental 

sources. Furthermore, encouragement should be given to the establishment 

of mL""Ced corporations, which encouraged a s:pirit of ento~.:Trise in the under .. 

developed countries, ena-oled. them to control their indu;:.·~.r1es and facilitated 

the transfer of c~.pital and profits. In those corporatlons the ilfu-uovable 

assets could. for example represent national capital up to 50 or 60 per cent 

and the industrial equipillent and imported raw· materials could represent 

foreign capital to the extent of 40 to 50 par cent. 

7. Nevertheless the needs of the untier-developed countries in the field 

of public utili M.es, railways, hydraul:':.c p":'\H~r, 1rrtgat:i.ur. etc. were particularly 

urgent. 

8. 
In the long run those wore tl:.c :r:n'3t :p::-oducti:r,,} !'o.r;1s of investment. 

Th-J.s in Brazil .the raiJ.way c:i:m.~t'-:d<'s 1-.hd for l~~''=' not!t part been set up 

·with English capital, and they had bcE:>n an essen',i;;.l fe.c.:lior in the economic 

development of that country. 

9• It was nonetheless true thE~t cor:rYn·atio<-:s w:ttr~ foreign capital which 

operated public utilities in u:.!.•:er-(i.e•"eJ.r:·r:.,_..~ ..:cY•::!<:;:•:::es ':.,re:·e for the most part in 

a difficult position. The experts h,;.(l un.C.r 'J.t·t.E;tL I.y had t-hat :tn :m:1.nd when they 

bad made their recon:anendations concerning the International :Bank. 

/10. The fact 
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10. The fact that a loan was grarlted for general development did not remove 

tha ~eed for examining its soundness. If the Bank could grant loans without 

considering tb~ir soundness~ those loans, instead of being a benefit to the 

borrowing country, might become a handicap because they might in the future be 

an obstacle to the equilibrium of thair balance of payments. 

11. Nr. SAKSENA (India) would have liked to hear a statement by the 

representative of the International Bank on the ~chnical problems raised by 

the experts' recommendations. 

12. The Brazilian representative had read paragraph 191 of the report, 

which was particula:\.•ly important. Mt-. Saksena, as he had already said, fully 

supported the principles stated in that paragraph and was glad to note that it 

had also been approved by the repree~ltatives of the great capitalist countries. 

He wondered, however, 't-lhether tll.e ~eutl r.eDQliBB.ended by the experts for the 

implementation of those principles were adequate and sufficient. 

13. He gave as an example his own country, India, whose economy was 

peculiar in that it suffered at the same time from inflationary and deflationary 

pressure. 

14. During the course of the last war, India had spent considerable sums 

on the production of war material, which had brought about an increase in 

monetary circulation, thereby producing an il~lationary tendency. That tendency 

had been accentuated after the war as a result of the dearth of foodstuffs, due 

to the fact that Burma and Siam were no longer in a position to furnish them, and 

also to bad harvests. 

15. The result had been an increase in the price of foodstuffs; that 

increase, while benefiting the agricultural population, had on the other hand 

forced the non-agricultural population to spend a larser proportion of its 

income on foods-tuffs, thereby bringing about a decrease in the demand for other 

products. 

16. Thus, the Indian economy presented a strange peculiarity; it 

consisted of two sectors, one of ivhich manifested an inflationary tendency, the 

other a deflationary tendency. The experts had recommended national measures to 

combat one or the other of those tendencies; it therefore appeared difficult to 

apply those measures in India. 

/17. So far 
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17. So far as its foreign trade was concerned, India, which lacked food-. 

stuffs, was obliged to buy cereals abroad. It also imported the locomotives 

and machinery which were needed for the re-establishment of its economy. Moreover, 

its exports had a tendency to diminish. The result was that it had difficulty 

in assuring the equilibrium of its balance of payments. India could not solve 

those difficulties by means of a devaluation of its currency, a measure which 

could only succeed tf there existed-large surpluses which could be exported at 

reduced prices. India therefore could rely only on an increase in its 

production, both of primary goods and secondary products. 

18. To do that, the best method was to bring about an increase in national 

investment. National capital, however, depended on savings, and as a result of 

the increase in expenditure for foodstuffs, the latter had considerably decreased 

in India. 'rhus~ India must have resource to foreign capital. That capital might 

come from two ·different sources: either from private investment, or from inter­

governmental loans. 

19. So far as private investment was con~erned, the United States 

represE:mtative had said that a favourable climate must be created in the borrow­

ing countries. That was not sufficient. The lending countries must create a 

favourable climate in their own countries and allay the fears and apprehensions 

which might arise there. In particular, the fiscal policy of lending countries 

might facilitate or discourage foreign investments. 

20. The exPerts had been right to distinguish between loans granted for 

general development and those granted for the carrying out of concrete projects. 

The field of activity of the International Bank was not currently wide enough, 

for it did not cover all forms of loans and in particular those which were vital 

for under-developed countries. Loans for general development were undoubtedly 

more risky than loans for concrete projects, but they were the most important 

and they should be given particular attention and encouraged to the fullest 

possible extent. 

21. The experts had not disregarded those risks, and in paragraph 196 (e) 

of their report they had visualized measures designed to cover them in part. 

/22. He agreed 
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22. .·. He . agreed with the recoriixnendatfoti contained in paragraph 198 of the 

experts t repbrt,· concerning technical assistance by the 'United Nations in the 

matt'er of economic development. So far as'India in particular was concerned, 

however, technical assistance unaccompanied by capital would be of little value. 

In any programme for the economic development of under-developed countries, 

financial assistance was of major importance. 

2:3: In paragraph 193 the experts had recommended machinery for the granting 

of loans to foreii,n countries. He did not consider himself qualified to judge 

whether those proposals were of a practical nature. They should be studied by 

technicians from the point of view of their feasibility and the security they 

offered. 

24. . . Mr ~ FLEMING · (United Kingdom) recalled that in his general. statement 

he h~d eroPhasized'the importance which, for several reasons, he attached to a 

stable and continuous flow of investment from the industrially advanced to the 

under-developed countries; firstly, because it was desirable to increase 

productivityand raise standards of living in the under-developed countries; 

secondly, because it was'difficult'to find a rapid solution for balance of. 

payments difficulties 'unless capital was made to circulate trom:countries 

having a: surplus tawards deficit' areas; finally, because such· a flow of 

capital would enable the demand for goods and services in the industrially 

advanced countries to be raised to: a' level higher than ·it would otherwise reach. 

25. He ent'irely agreed with the Uilited States representative as to· the 

necessity for brmging about a. climate in capital· importing countries which 

·' woul.d.·enbourage private ·investment. That, however, ··was not sufficient to ensure 

a regular circulation of capital. Before the ·First· world War and during the· · 

years frOm 1920 to 1930:, the flow of investment had· been greater than it now 

was, but it had ·not been ·regular. That lack of stability had not, however, had 

serious consequences, for there had not at that time been the balance of:payments 
' . 
difficulties which nov exist~d. ·It had perhaps be.come more difficult to overcome 

those difficultie's tM.n the ta:dk',of capital. 

/26. The experts 
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26. The experts had therefor.e been right in seeking to ensure greater 

regularity in the intJrnational movement cf capital, and Governments should 

carefully examine their recommendations on that point. The technique they 

proposed did not exclude the maintenance of a large volume of private international 

investment. Their aim· was, by means of the system of loans they had worked out, to 

get Governments to wake up the difference between what the volume of investments 

should be and what it :actually was. 

27. It was cl,ear ,that the. experts had been somewhat rash in their desire to 

achieve absolute stability of investment. Such~ability depended above all on the 

stability of balances of payments. The present instability of the latter made it 

impossible for. any country to give a guarant.ee as to. t~e amount of capital it 

should expert. If a country did not succeed in obtaining a surplus in its 

balance of paymenta corresponding to the amount of capital it should export, it 

'\-rould hav8 to reduce its capital exports. The representative of Canada had stated 

that he did not think that Government~ would undertake to furnish fixed amounts of 

capital; the representative of the United States of America had said that the 

amount thus guaranteed would be so small as to be ineffectual. Nevertheless, 

Governments aho~J.ld study that aspect of the problem. 

28. If the fact of having to act through international organs would prevent 

Governments from accepting obligation~ of that nature, it would be preferable to 

attempt to stabilize the flow of capital exports by national measures. 

Governments might prefer t9 retain the adminlstration of capital in their own hands, 

However that might be_, the .main difficulties in a system of that kind arose in 

connexion with demand. _The United States representative had said that, eo far as 

the International Bank was conoerned, the shortage of funds would not restrict the 

export of· capi t.al which the :Bank might finance, since that shortage might be only 

a temporary one.. Loans rather than subsidies were involved, _and it was likely that, 

because the loans would have to be repaid in the currency of tJ::Le lending countries, 

the amount, of capital borrowed would be limited by the borro!'ing countries them­

selves. That amount might even be lese than the lending country would have liked 

to export. in the light of ita own employment policy. 

/29. He therefore 
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29. He therefore concluded that if it was ·considered thai' a: "progr8.mme of 

loans for Benerai development administered by the -Bank would restrict the hmount 
- ! ~' ~ . . . . ,' .. ~ ' . 

. of ~val.lable capital, prograinmea ori a wider 'basis shouid be contemplated. ~ .• 
. • ¢ • 

30. It was true that, in the last analysis,· any programnie of. development Wa.a ·, .. 

actually a programme of concrete projects; but it was not certain that a·thorough .··. ... .• 

study of the probable effects of-each concret~ project wauld be of great value, as 

it. was difficult to prove that the capital had really been employed to carry out 

the ·p~oj~~t for which it had been intended, or that the project in question would 

have suffered more than ~nether for 'want of' that capital. 
.. · \ 

31. _The only considerations by which the Barik or a lending Government should 

be influe~ced were whether the ~o:irowlng._eountry was able or 'willing to rep4y 

the loan, whether its fiscal policy was satisfactory and whether its general 

policy did not include undesirable elements. 

32. Subject ~o those reservations, ·Mr. Fleming approved the recommendationS 

of the ~xperts concerning loans granted. for pUrposes of general development. Like 
. . . 

certain other repreaentatives 1 .however, he thought that the experts' demands upom 

the landins countries were too high·. Governments should be asked whether they had 

a~ better ])la.nS to propose. 
.. 

33. Mr. 'EZEKIEL (Food an~ Agriculture Organization) stated that at several· 

of ita copi'erences FAO had e:Xa.mined the question of funds to be furnished to· 

under-developed countries for investment purposes. The· number- of l~ans granted -~ 

ro~ that purpose to such ootffitrles.wa rie~ligibl~; one reason for that was that 
the Governments concerned had not submitted detailed plans to finencing organs. 

34. FAO therefore felt thut deficit countrfes-~hould be invited to submit . . . ' .. 

concrete programmes of development which vould eriable them to ask for long-term and 

short-term loans. ' It was further necess~y t~ establish: a plan o'f technical .. . ' . 
ass_istanee in or~~r to facilitate the preparation of such progra.miDes. 

35.. MJ.'. Ezeldel observed in that connexion that FAO .. had already opened a 
~ ~ ,. ' 

school in Pakistan for the tra.inirig.of personnel required for the prep8.ration of 
' .. 

programmes of that nature. He called upon Member Statea·and specialized agencies 

to follow that example. 

/36. The Gov~rnmente 
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36. The Governments of under-developed countries were not solely responsible 

for th~ existing situation. The preparation of detailed and well-documented 

projects involved considerable expense; Governments hesitated to incur such 

expense so long as they were not certain of obtaining the loans they required~ 

37. Thus, the problem had two different aspects: on the one hand, there was 

need to stimulate effective demand for loans; the recommendations of the experts 

on that point corresponded on the whole to the measures taken by FAO. On the 

other hand, it was necessary to increase the amount of available funds by extend­

ing the capacity of inter-governmental financing organs and attracting private 

capital into that field, thus inducing Governments to undertake the required work. 

38. Mr. FlE.::..D (International Ba:ck for Reconstruction and Development) 

thought that an exact definition of the terln "general development" should be given 

before the question of programmes of general development could be usefully 

discussed. 

C. Plan for sta0ilizing the flow of international trade. Addition to the 

functions of the Inte~tional Monetarz f?pd 

39. Mr. L"LI':BIN (United States of .America) wondered ,whether the proposals of 

the experts in that field would not have unfavourable repercussions. The grant­

ing of loans to deficit countries with a non-convertible currency might, he thought 

be liable to ~·etard the return of those countries to convertibility. 

40.. Mr. BE.V'NER {International Monetary Fund) stated that the Fund was eager 

to participate in the consideration of the report of the Group of Experts and in 

drawing up the measures to be taken in that connexion. He did not think, however, 

that at the present stage, before the Commission itself bad taken a decision, the 

Commission would expect the' Fund to give its views on the value of the 

recommendations and directives pzooposed by the experts. 

\1.·• t.r'he ~~er'ts atlmittErtl:i~ re-c~~ t'he ,:t~e ~ tttlie F~ 
th···eotin~xi'6n '1\r:tt'h the e"Btabl~:~hment trr -a trla'b-le eoqu':J:li~i'-llln .f-01- , 

til't~rnational ·-pa-yntentt:J, anii t!Wy- ~11.'ted ~, ,n~t;$tt;t or i~B'-~ '· 
i'f~·ra1Jt>Ur6~'1!fa:na. dtfs-p'dstlbi~ 'f~. ~ ~~, 1rowewr-, ~hether tho 

s~lG~m t!i'e'·tJxpe:r-'i:lt! ~vindea re~ .:bhe Fuh~: in ~a~ 121 ~ ':the re:port 

f.WBJJ really 
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was really justified. The Fnnd wo;.lld have to study that question. Further-

m~re, it w~shed to study more closely certain statements of the experts in 

;p~rc:>-graph 120, concerning tJ;le ri~.;,ht recognized in the Articles of At,reemen~ 

of the Fund and. in the Charter of the ITO. to introduce.reetrictive and 

discrim.i;na. tory mee.e'..rre s in cases where balance of pe.yment di.fficulties 

resultinc from d.eflat.iona:cy pressure from abroad were encountered.. He 

quoted cha:Q:ter VI of the Cl"'...arter of the I'ID to illustrate tbat protective 

)lleasur.e~ .could be taken also in the· case of infla tivnary pressure" He 

l'l'ished to assure the Ccnrmission that for its part the Fund adhered as strictly 

as possible to the principle of non·discrimimtion • 

. 42. With regard to the proposal of the experts that the Articles of 

Agreement of ·i)m Fu .. nci"should be amended, he did not know whether such an 

amendment was necessary and whether it vras odvisable to discuss it at that 

st..a{;e of -the discussion~ He could see no objection to the suggestion of th~ 

experts that ~:,:,e F"Ul1d ehould approach non-member States, in view of the fact 

that t.'le Ji'tl•l.:t v'O.S an organ vrhich was becominc universal.. lie did not think 

it was r1...ecesr:;wq to increase the number of institutions dealing vTith inter­

national mon6t3.ry problemso 

43. In conclusion, he ata.ted. that the Fund was deeply interested in the 

:problem of the retl.xrn to the convertibility of currency. E:e was not, however, 

in a posit;_ow. to en.vioa£;;e the technical aspect of that problem at that stage 

of tlie disev~sicno 

44,. lilT., r:m:u:::scn (Canarla) vTOndered. whether the system );troposed by the 
' . 

; experts wm .. l.:!.d. :bave proved effectiYe if it had been put into operation between 

1920 and. 1930, for example o He was inclined to think not .. 

45• !f!!'o FI.J!n!U.NG (United Kingdom), Sl.:t.pported by the CHAIP.MAN, did not·· 

thinlc that such a <j_'...'£Stion was relevant, Past experience had shovm that a 

country which was su!'fering a decline in its exports tel1c~eC:. to reiJ.".:.ce its 

imports, bu·t it v:as :possible that such a countey wvuld h~we ~:r.k.". tccl. differently 

if it ha.d. had cur~rey at its 'disposal,. as t:."J.e report prcr··;,>:-·(., 

/46. In proposing 



46e In ~ro~osing that system, the experts had embarked u~on an excellent 

course. Each country should, of course, strive to enem'e full employment 

vlith:i.n its frontiers~ It 1va.s ~ossible, hm-rever; that it would not succeed 

and. in that case the effects would be felt by the rest of the vrorld. If un­

employment occur~ed in a large country, the rep'3rcussions of tha·t blo,., 1.rould 

be all the more serious and >-Tould to a certain ex·kmt be of a cumulative 

character. 

47. The best solution, therefore, i·ras to ask a com~try which was 

suffet•ing from a de~ression to su~}.ly the rest of the world with financial 

resources, a '"I that the level of >mrld trade could be ma.intained.o It was 

necessary, howAver, to zna.ke sure that the disequilibrium was due to a tem~orary 

de:pressio:l am •~as not of an or~-a.nic na tu.re. 

48. The Interna.tioral MonetA...""Y Fund itself had recognized that it -vias 

not in a :posi tio:1 to finance the deficit Vhich might affect the balance of 

:payments af-ter a. de~reaa1on. 'fuat ai tua.tion had occurred during the ~revioua 

year and m."l.f."~,ht· :r:ecur the following yearo The financial resources of the Fund 

could, of co1r;·t=:e, be increased within the fra.m.ework of no:r-nal :procedure. The 

~lan of the eA2erts, however, had the advantage that instead of increasing 

those resour~as to a fixed amount, it recommended a continuous contribution 

of capital as long as the crisis lastedo That was equivalent to granting to 

the countrie"'' e:oncer:o.ed. unlim.t tell concli tional loans for specific and. numeri­

cally definn'i. purposes .. 

49.. Mro F19:m1ng :proceed.ed to refer to certain critic isms llltld.e by 

Mr. Lubin~ Accord.l.ng to the United.. States representative, there was reason 

to fear that the bort"owtng countries might use the fund.s placed at their 

disposal for other ~~oses than the purchase of products from the depositin& 

countrieso Mr. Lubin had aJ.so expressed doubts with regard to the possi-

bili ties of reimbursement of the loans gr.anted und.er the plan of the e:x:r,erts. 

ll.il". Flemi;J.g thought t..h.a t the cri t.eria governing the loans would be such as . 

to rwercom.e Mr. Lub:tn's objectionl3 coiupletely. -

50. Mr. Lubin thoue;ht that the measures proposed by the experts create-d 

the least favourable cond.i tioru3 for a return to convertibility. It was true 

that a debtor country which was to increase its indebtedness might see its 

reserves d.iminish a.ud., as a result, d.elay the :return to convert1b111 ty of its 

/curreooy. 



currency. 'dhen the various alternatives vmre considered, however, it might 

be thoUt;;ht that the price of a return to co:':lverti"o.ility vrou.ld be very hiLh if, 

fo:r that reasou, :ra>f materials vrere to be refus6d to cou.ntriea 1-rhich needed 

them to keep thai::."' workers in employment. T'.r..'3 system proposad, on the 

contrary, would e:;·u:::cle tho8e co'J.nt:.."'ies to n~.in'tai::J. theJr imports wt thout fear 

of exhaustiDci their currency reserveso 

51. Apart from that, the system proposed. by the experts :presented 

several serious dj;ffiC'll ties. 

52. It would i~pose specific obligations on countries suffering from a 

depression, without eiving a precise d.efinition of the conditions in which 

those obligations must be fulfilled.. It was therefore necessary to fix the· 

limits of 1fhC'.\.; ·w"as understood. by "employment tart;et" and. clarify the meaning 

of the expression "reference year". Means must be found to ascertain to 

what extent ve.ri·:,tion.s in the balance of :payments were d.ue to variations in 

employm:mto ::·::.ne.lly, the experts appeared to base their reasoning on the 

idea that the ;;J;: . .1bilization of capital exports had. already been achieved. 

53<> He wn::1dered whether it would no~. be wiser not to at:;empt to judge 

ho'.'r far balan~?e of :payments difficulties were due to a depression, and 

simply to reno&nize that it might be necessary to establish a system :permitting 

the maintenance of forei&n exchauge reserves in the.case of balance of :pay­

ments dif.fl~·-..tl tles due to a depression or to other temporary causes. 

54" He r:ou:..d. not suGgest any technique which would enable a distinction 

to be made be-,:;;\Y->B!l those various causes, but he approved of the :principle that 

countries sufi'er.-~n.g from a depression should undertake to compensate for the 

inad.eqt:.a.cy of th.:.lr demand. for imported good.s either by :placill6 funds at the 

disposal of e.;.1 international body or by furn1shillf; them d.irectJ.y to the 

exporting COU.'ltrieao 

55· Mr. WEil\'T.AADB (Secretariat) reverted. to tile question of convertibility 

raised by }11r, Lv..bin. H-o thought Mr. Flemi::1g had given a clear a..'ld definite 

reply to that question; in ad.d.ition, he drew the attention of the United. States 

repreaenta ti ve to :paragraphs 127 and. 135 of the e:x:perts 1 report, which :provided. 

/ addi ti w..al 
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aaditional information r~ the subject. They said, in effect,that the aim 

of the measures :propoaea by the experts 'vas to er.sure that the situation 

should not continue to aeteriorate, and that they shoula limit the crisis. 

'l'ha experts therefore :Proposed to im:Pose a limit on the loans to be made by 

the Fund.. That limit, defined in :paragraph 127, would obviate the danger 

referred to by Mr. Lubin. 

56. Mr. HAAVE!l-10 (Norway) thout)lt the measures :proposed in :Part C were 

insufficient to ensure the stability of international trade, A simultaneous 

reauction in imports and exports would be liable to render those measures 

inoperative. To solve the problem of world trade 1 the multilateral measures 

described in part A should be co-ordinated with those set forth in :Part c, 
which concet"llad the particular situation in each country. 

57. The problems dealt with in part A, however, could not be settled 

once and for -all. An attem:Pt :must be made both to a·ctain a high level of 

pros:P9ri ty in worla trade ana to maintain 1 te financial e·:r.:ilibrium by 

methods of .a mult11atera.l nature. 

The meetiAS rose at 5.15 ~.m, 

27/l.p.m. 




