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Secretariat: 

Mr . Daniel WEINTRAJB Secretary of t he Ccmmiseion 

CONTINUATION OF THE DIS~USSION OF THE RE?ORT OF THE SUB-COMMISSION ON 
EMPLOYMENT AND ECONOMIC DEVELOFME~~ (DOC~~ E/CN.l/ 55) 

After associating himself with vhe comments on the merit of 

the r epor t that had been made at the previous meat i ng, Mr . KAFMARKAR (Indi a) 

drew the Commission's a ttention to two particular points. 

Firstly, he referred to the distinct ion made i n paragraph 6, page 42, 

between "torar -damaged countries and under-developed count ries. To those 

two eategories should be added a third, namely, count r i es ~•hich had still 

not reached f ull economi c develo,J;>ment but whose economies had suffered 

from the effect s of the war . In some cases ; the economic difficulties 

brought about by the war had been almost as great as war devastation 

itself, and some f orm cf i nt ernational l oan or assistance should he con-

sidered for such countr ies . 

Secondly, Mr . Karnarkar hearti ly endorse the l ast sentence in 

paragraph 12 , page 44 . He pointed out t hat the economic conditions that 

were an after.meth of the war coul d be fu ndamentally correct ed only by means 

beyonQ t he competence of the Economic and Employment Conmiesion . Great 

progress towards the stabilization of the world economic situat i on would 

b e made if the world were thought of as a whole, rather t han as divided 

into different economic groups, and if i nternational economic a id were 

glven '1-rithout regard t o other factcrs . 

Nr . MOROZCr ("Jni on of Sovi et Socialist Republ ics) thought that 

for bot il practical and Jc i t1ntit' ic reasons, the Con:mis s ion coul d not approve 

the sta~ements contai~c i in the report ; and he pointed out some of its 

majot· weaknesses . 
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One of t he chief causes of inflation was t he r ace for armaments. 

The r eport, however, had not only not made t hat fact clear, but had even 

seemed to impl y that t here was some justification for armaments. Cer tainly 

t he Sub -0ommission had not recommended a decrease in military expenditures 

in ;:,rd.er t() comba t inflati;:,n . If t he Sub-Commission'· ~ posi t i on. ()n so . 

impor tant a point was wrong, t he whole report sh::>Uld be viewed wi th some 

misgivings . 

Moreover; t he r eport stated that certain political changes had been 

Jbstacles t o ~.ncrease product ior.. . Mr . Morozov W')r..dered what political 

changes were in the minds ::>f tho authors . Eolitical changes i n s ome countries 

had. prov-ed to be the effective :means by which oGonoro:i.es had been rehabilitated. 

in spite ::>f the t r emendous destruct ion of the war . 

Jl~though the report seemed in goner al to t r eat infl ation as an evi l, 

ther e was consider able evidence , ospocially in par Rgraphs 2 and. 3 of sectiorL B 

of Par t V; t hat t he Sub -Ccn.missior: wished a t the sareo time to t r ..r t o j ust ify 

a nd. d.ef end H . Yet the fact was that inf'latico vas ::.li.;ays a burden on t he 

masses , a~:> i t meant a lowerir.g of their r eal wages :::md. cou:Joquently ; a worsen­
felt 

ing of their economic situation. Any poseiblo bonofit from inflation woul r ·bq 

cQly by tho capitalists . 

Tho report had made seneral izc.t ions regarding planned economies including 

in them count ries in which the means of production were privately cont rolled. 

He felt that such measures as rctionolization or controls as exist ed. in the 

latter countries which did not control did not qualify them t o be included i n 

the category of planned economies. 

'!'he report was also wrong i n emphasizing i n the s ection on the struggle 

against i nflation t he need f or decrease demand rather t han for increase 

production as a means of combating inflat ion. 
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Mr. Morozov could not lgr &e with the provision which hud a:.i·t;a.dy been 

criticized by many Commssio~ Inombers ~e~rding investment returns . The 

Sub-C~ission 1 s suggestion that an increaaedrate of interest might aid 

in the strugsle against infla~ion could only increase the income of the bank-

ing capito.listic 0lnsses. :Hgher interest rates would. inevi~oblY lead to 

higher prices and the burde ~ would. t-herefore full on the consumers . It 

was scarcely fitting for a t'eport by a n organ of the United :i:il".tions to 

suggest o. measure which could b~ h elpful to only a sma.i.l ,part of the 

population . 

In dealing with ~he qu:;s·non of ta:m't ion, the Sub-Comnission had 

pointed ou~ that too hisn dtrec t and progressive taxation mi&~t rleaken 

the incentive for individuu.L efficiency and discoura ge cus.i.ness . Such 

an nrgumet1t would be u.p.l)licu·)le onl;~; to countri&s which bel.ieved. in 

increo.sir~g the profi;:.s of t .1e capital~stic monopolies . Furtb:nnore: i t 

•~as ·:::leo.r thc.t. fui lure to u 3e direct and progressive t a xation would 

meo.n the· incr<:o.sG of ir::.d.irc•!t -:..axut ion which was a burden to the large 

mass~s of cons~ers. 

On po.3e 35, parn.graph :n, sub - pa:ragruph 1, mention ·.-~as mc.de of 

the withdrawal or exchange of o.ll ;..!' part of the not es in circul:a.tion 

o.s o. method for u.beorbing o:~ nc.utrclizing surplus liquid ~ssete and eo 

of combatting infl ation . M;~ . M.orozov could not agro with thc.:t method , 

sincn the Sub -Commission ha<l deemed to recolLlllond its use not j ust os an 

extreme measure ·out \.mde:r· no:rm;:l.l)peo.cef'ul conditione . 

It had be~n recognizsd during t he debete that there were such 

economic ~nd social d ifferencea among countries that it wc.s hard to 

drew n gener al pictur e ) howc,ver t he specific nationcl problems were 

beyond t ho competence of' tho Suo -Commi ssion . The Sub -~cmmissiou should 

hove dwelt chi efly on t he ir,tern:Lt.i~nal aspect of inflation; ye t the 

par a gro.phs dealing ~ith that asp~~t werG at the very end, and seemed rather 
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an after- thousht . In considering t he international effectn of inflati on 

it mo:::.nt primc.rily the Unit ed States and i t had boon entir ely too timi d o.nd 

had f a i led to stat e cle~rly that the r i s6 in prices i n the Uni ted States 

coupled with its position as the lec.ding export country was one of tho 

bo.sic r easons for the foreign currency r eserve difficulties of other 

countries . If t he Sub-Commission hod carefully nno.lysed t hat point , it 

would have reached conclusions differ ent from those contai ned i.P. t he r eport . 

In several plcces economic a i d i n the form of l oaP.s or grant s to 

needy countri es hod been mentioned ond op~rovod . The val ue of such 

a i d could bo Judged, however , only i n the light of the condi t i ons under 

which it wee grunted. Assi stance such c.s had been render ed by UNRRA, f or 

e XD.lllplu, was useful; but t he report hod not m:l.de clear to whet kinde of 

o.osistonce it referred. 

Mr . Morozov concluded that tnu Economic end Zmpl oymont Commission 

should not a:r;.}r ove the r eport of tho S.1b -Con:m.issio:1 on &ploymont o.nd 

Economic Stability eithGr for su·otlission to tno Econcm.ic :::.nd Social Council 

or for :pu"ol:. •. 7- i on. 

Mr. F.\.iEFF (Fr c.nce) opprovod tho gonor o.l thoaiu vf tno report ::md 

o.ss0cint od hinself with tho viove tho.t !J.od been oxprossed c>.t th•.:. previous 

meeting ·oy the r eprosontc.ti-vo of t.hc ·Jnit..:d Kingdom, ·~·ith, ilowov<::r , some 

t ochnicc.l r oscrvati ons . 

In .?:.!rt V, soct i on A, tho Sub-Commi ssion had linkod. inflcti on with 

shor tago of supply . \·ihilu it wc.s generally dosirc."ol e to incr ec.se suppl y 

in order to r a i se standa r ds of living, increased production weuld not 

nocussc.rily drain off c.ll aurplus inconc nnd w:::.s not in itself c. suro 

r omody for infl ation. 
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As regards o method of dealing with the report, Mr. Rueff suggested 

tha t t he Commission should follow the procedure thot it hod adopted in 

connect i on with the report )f tho Sub-Commission on Economic Development. 

The present report wos a. te ~hnical study which hod scientific interest 

but wa.s not suitable for trlnsmission to the Economic and Soc ial Council . 

The Commission should toke ~ote of its inst ructive va l ue end attempt to 

uso it os o basis for formulating some positive, practica l recommendations to 

be preson~ed to the Council . A smull sub -committee should therefore be 

appointed for that purpose . 

The CBAIFMAN agreed with Mr. Rueff (Frnnce) on t he desirability 

of appoint ing a. suall sub -c~mmittee to draft posit ive rocorr~endctions. 

As tho r epr esentative of Australia. he hod himself already prepared 

some general recor-~.r:1cndD.tion3 b:J.Sod on the report and' suggestions made oy 

memb~rs , which he would cir~ulate t o the Corr~ission (rocunont E/Corr . l/W.30). 

l'ir. TORRES (Brazil) wisned to tho71k tho mmbers of the Commission 

for t ho election of Mr . Bravo-Jimenez (Mexi co), wholl r,e ned nGlninntGd, t o 

membership of the Sub-Comt~i3sion on Economic Develorment . 

The report of the Sub- :.:o:mmi ssi on on Er:~ployr10nt o.nd ~cononic Stability 

a. r~:;thcr ocod.emi c d.ocunsnt which, although it was scientific lacked 

the pro.cticc.l c.:pprou.ch t no.t was the major concern of most countries. The · 

study snould have attempted t o mnke :raore concrete suggestions . Poir::t.s which 

wer e of direct inter est to ~in were :raissing i n t he r epor t . 

He agreed witn the Uni ted Kingdon representative that t ho eectton 

on the "Internn.tional i\E:per :mflsior:s of Im'lotivn in 'Deficit 1 Countri es" 

wa s pn.rticulerly disappoint lng. wnen ccnsidering t he sit uation of Brazil, 

he found it difficult to fL i t into the context or' that section. The 

causes of inflation were no:. adequat el y mentioned and the classification did 

not soer.1 exhousti ve. 
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The shortco:r:1i ngs had probably ar i sen due t o e. tendency to treat a 

V6ry conpl ex problen in c. s il:lpl iefi ed manner . He believed t.tto.t t he Secre-

t!lrio.t ' s "Survey of Current I nflo.t jonory a.nd Deflo.t:t onary Teoclencies" had 

presented o. rauch het.t.er ;,;,.nnJysj s of t hP. r1:vhl Fms cnnf1·ont-ing Brazi l. The 

r eport under consjdero.tion wo.s s ilent on the causes of jnflation, o.nd no at -

t empt had been mde to anc.l ;rse them. 

fu~ong the causes , dislocat ion of production, disruption of transpor-

t o.ti n, the demand for agricultural exports , f or eign expenditures and 

the necessity of paying exporters by issu ing currency should be mentioned . 

Those were not problens of a domestic nature . They had arisen because 

Brazil had to play en important role during and after the war . 

Mr . Torres considered that his r o.ndom observnt i ons served to illue-

tro.te that the r eport was f aulty in certain r espects . A much clearer and 

more pointed analysis would have to be IDaQe with the inclusion of pr oblems 

of countries like B~azil . The re~edies to the pr oblems of the under-dev3loped 

::;r eo.s mis;ht be t"I-To- f old, supplying exper t assistance on methods of dealing 

with them and by suggesting internat i onal action to pr ovide ccmmodities in 

short supply and to alleviate inflation. Under the circumstances, he 

disagr eed with the representat ive of the United Kingdom that the report 

should be published. He •ms rather inclined t o f oll ow the suggestion 

of the representative of Franca tho.t a ffimall drafting sub - cot~ittee should 

drcft r ecommendat ions, taking into consider~tion the various criticisms 

end SUGgesti ons that had been made during the debate . 

Mr . DEUTSCH ( C~no.da ) fel t t hat the Sub -Commi ssi on had ap~roached 

its task \vith a high degree of ob j ectivi t y and its report gave a highl y 

accdemi c explanation of the problems involved, but lacked concrete sugges-

t i ons needed by C01J.ntr.:!.es to surmount their difficulties . He agr eed with 

the re~resentative of France that monetary factors were important, but fear ed 
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that not much could be done in that field on an international basis . Inflation 

was a mtioaal problem of tht~ individual states . As a consequence of the 

war, they l-rer() obliged to inflate t heir currencies . It was for the 

national governments to det~~rmine their monetary policy, and therefore, 

there did not seem to be mu•;h scope for organized international action. 

Mr . Deutsch stressed t:1at shortages of supply of food stuffs and 

basi.:~ materials had a l so played an important role and exercised pressure 

on t:ne price structur e . He ::-egretted t hat t he report did not examine 

these problems more concret 3ly. He felt that t he Sub - Commission might have 

arrived at more concrete co1clusions if it had studied the work done by 

other agencies concerned wLh econonomic problems, such as the Economic 

Commission for Europe, t he :~conomic Commission for the Far East , FAO, 

and the Internat ional Bank a.s well as the national pr ogrammes for foreign 

aid. Thus the Sub-Colimissi)n would have been able to point to gaps that 

needed to be filled and sug~eet pri orities and concrete action that 

should be taken. 

In its present form t :le report seemed inadequate . The beet way of 

dealing with it was that su3gested by the representative of France. 

Mr . LU""TOSLOWSKI (.?oland) shared t he v iew that the report was a 

scholarly treaties on infla· ~ ion . Practically every ste.'tement in it was 

filled with reservations an•l. incons i stencies were abundant . He discovered 

many omissions and l ack cf }roper emphasis . 

He a greed with the Uni·~E>c1. Kingd.cm re.'Preeentati ve on his fc,rmulation 

of the t-w·o aspects of infla· ~ ion , but felt that it wes necessary to examine 

more thoroughly the mater ic.:_ background of the 1nter- rela'tion of prices 

and we.ges and the reasons r'or their discrepancy. One of the obvious 

reasons was l ow product i vit:r per capita; another, that prices were calcu-

lated wrongly . Although in,;reasing per capi ta production was the only way of 
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improving t he situation, tne report devoted only 2 per cent of i ts atten~ion 

to th3t question. 

It ebould be borne i n mind ~hat the utili zation of human effo rt was 

one of the major reasons for the economic progress t hat the various 

<-:ount r10e had been able to achieve . When human effor t was impr operly used 

there ·,.,a s an insufficient suppl y of commodi ties, low v.·ages or excessively 

high prices . There were three or four ma jor factors l.uueing low production 

whicil had a bear~ng on btlan.::e of payment d ifficulties . They included 

ino.dequate product or pr ocess design ; worn out, improper_or unbalanced 

eq· .. tipment ; inadequa~e ut:i lization of available equi,pment; irregular and 

insuffic iont suppl y of m~tdrials ; and bott l e -necks in semi-fabrica~ed 

ccmmodit~· pr oduct i on . In addi~ ion , i mproper specificat ions by the buyers 

and f or ced sales on the 1ar t of sel l ers resul ted in inefficiency and waste . 

The irr~ortant quest ion was what could be done on an int ernational 

scale to i ncrease product i on per un:it of worker . Most useful would be 

t echnical ausist ance and 3ome s:pecial i zed agencies as , for ins~ance , UNESCO 

could be helpful in bri nc ing the necessary infornation to the attention' of 

those concerned . 

In i ts present f orm ~he r aport s eemed to give advice to governments 

on hm·r t o solve scme of 1 h&ir dcm.:lstic problems . I~ was difficult to see 

how such advice could be helpful to the governmen~s . I~ would be mor e 

advisable t o provi de information on the measures which were being taken 

in other count r ies t o solve comparable pr ... ,b :lems . Conceived in such a way, 

the report would contribu~e to international co ~operation which was absolutel y 

necessary. 

The CHAIBMAN sugg~sted the represent atives from the followins 

count r ies for membership in the sub ~corr~ittee t o dea l with the repor t on 

r-mploymen1:. ancl econcmic stabili t y : Chi na, Bel gium, Union of Soviet Socialis t 

Republi cG and the United Stat P-S of Ameri ca . 
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Mr. LUBIN (United Sta~es of America) Iroposed that t he repre-

sentative of Austral ia shouJd be added to 'the list . 

Mr. TORRES (Brazil) suggested the addi tion of tho r epresentative 

from India . 

It •ms decided that thE: drafting sub -cc:mmi ttee should be cozn.posed 

of t he members who had been nomi nated . 

The meElting r ose at 4.15 pm. 




