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Secretariat:

Mr. Daniel WEINTRAJR Secretary of the Ccmmiassion
CONTINUATION OF THE DISZUSSION OF THE RE-ORT OF THE SUB-COMMISSION ON
EMPLOYMENT AND ECONOMIC DEVELOEMENT (DOCUMENT E/CN.1/55)

After associating himself with _he commente on the merit of

the report that had been made at the previous meeting, Mr. KAFMARKAR (India)
drew the Commission's attention to two particular points.

Firstly, he referred to the distinction made in paragreph 6, page 42,
between war-damaged countries and under-developed countries. To those
two categories should be added a third, namely, countries which had still
not reached full econcmic development but whose economies had suffered
frem the effects of the war. In scme cases. the economic difficulties
brought about by the war had been almost as great &s war devastation
itself, and some form cf international loan or assistance should be con-
g8idered for such countries,

Secondly, Mr. Karrarkar heartily endorse the last sentence in
Paragraph 12, page Ll. He pointed out that the econcmic conditions that
were an aftermeth of the war could be fundementally corrected only by means
beyond the competence of the Economic and Employment Commiseion., Great
progress towards the stabllization of the world econcmic situation would
be made if the world were thought of as & whole, rather than as divided

into different econcmic groups, and if international economic aid were

glven without regard to other facters.

Mr. MOROZCV (Jnion of Soviet Socialist Republics) thought that
for botn practical and zclientif'ic reasons, the Commission could not approve
the statements containcl in the report; and he pointed out scme of its

majcr weaknesses,
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Cne of the chief causes of inflation was the race for armements.

The report, however, hed not only not made that fact clear, but had even
seemed to imply that there was some Justification for armements. Certainly
the Sub-Ccmmission had not recommended & decrease in military expenditures
in order to combat inflation. If the Sub-Commisgsion'sg position on 8o
importent & point was wrong, the whole repcrt should be viewed with scme

misgivings.
Morecver, the report stated that certain political changes had been

obstacles to increese production. Mr. Morozov wondered what political

chenges were in the minds of the suthors., FPoliticel changes in some countries
hed proved to be the effective mcens by which sconomies had been rehabilitzated
in spite 3f the tremendous destruction of the war,

Although the report seecmed in general to treat Inflation as an evil,
there was conesiderable evidence, cspeclaelly in paragraphs 2 and 3 of section B
of Part V, that the Sub-Ccrmisgsion wished at the same time to try to Justify
and defend i%t. Yot the fact was that inflaticn was clways & burden on the
mogses, as it mcant & lowering of thelr real wages and couvoquently & worson-
ing of their economic situction. Any possible benoflt from inflation wouiglﬁc/
caly by tho capitalists.

The report had mede generallzatlons regording planned cconomies including
in them countries in which the means of producticn were privately controlled.
He felt that such measures as rationalizatlon or controls as existed in the
latter countries which did not control did not qualify them to be included in
the category of plonned economies.

The report was aolso wrong in emphasizing in the section om the struggle
against inflation the necd for decrease demand rather than for increase

Production as o means of combating inflaticn.
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Mr. Morozov could not igree with the provision which hud already been
criticized by many Commssioa members regerding investment returns. The
Sub-Commission's suggestion that an increasedrate of interest might aid
in the struggle ageinst inflation could only increase the income of the bank-
ing capitelistic classes., .Iigher interest rates would inevitably lead to
higher prices and the burdea would therefore 21l on tne consumers. It
wes scarcely fitting for a veport by an organ of the United Iiatlons to
suggest & mensure which could bs nelprul to only a smail part of the
population.

In deaiing with the gussction o taxation, the Sub-Commissicn had
Pointed out that too high dlrect and progressive taxction might weaken
the incentive for individual efficiency and discourage tusiness. Such
an srgument wouldbe appiicusle only to countries which believed in
incrsasing the provits of tae capitalistic monopoiies. Furthamore, it
was clear that fullure to uise direct and progressive tazation would
meon the increase of indirest laxation which was o burden to the large
masesd ol CONSUMSIS.

On page 35, paragraph 27, sub-paragraph 1, mentlon was meds of
the withdrowal or exchange of all .r pert of the notes in circuleticn
as a mothod for absoroing o:* nocutralizing surprlus liquid ossete and so
of combotting iﬁflation. M, Morozov could not agrcs with that method,
since the SBub-Cormmission had seemed to recommend its use not Just os an
extreme measure but under normal,peaceful conditions.

It had bean recognized during the debate that there were such
economic and social differencea nmong couuntries that it was hard to
drow o genernl picture, however the specifie nationel problems were
beyond the competence of tho Sup-Uommission. The Sub-Cormission should
have dwelt chniefly on the irternutional sspect of inflation; yet the

porcgrapns dealing with that aspect were ot the very end, and seemed rather
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an after-thought. In considering the international effects of inflation
it meont primerily the United States and it had beon entirely too timid and
had failed to state clecrly that the rise in prices in the United States
coupled with its position as the leading cxport country was one of the
bagic reasons for the forelgn currcency rescrve difficulties of other
countries, If the Sub-Commission had carefully analysed that point, it
would have reached conclusions different from those contained in the report.
In severcl places cconomic aid in the form of loons or gronts to
needy countries had been mentioned and approved. The valuc of such
aid could be Judged, however, only in the light of the conditions under
which it wos granted. Assistance such as had becn rendered by UNRRA, for
example, woas useful; but the report had not mode cleor to whot kinds of
asoistance 1t referred.
Mr. Morozov concluded that thc Economic cnd Employment Commission
should not arprove the report of the Sub-Commission on Fmploymont and
Economlic Stability eithoer Tor submission to tho Econcmic znd Social Council

or ror publi-.tion.

a Mr. EUEFF (Fronce) approved the gencral thesis of the report and
agsoclated nimsell with the viowes that nad been exprossed ot the previous
mesting by the representoative of the Jnitced Kingdem, with, however, scme
technical roscrvationa.

In rurt V, section A, tho Sub-Commission had linked inflation with
shortage of supply. Whilc it wos generally desircble to increcse supply
in ordcr te railse standords of living, increascd production weuld not
necusenrily drain of T 2ll surplus income and was not in itself o surc

remedy for inilation,
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As rsgards o method of dealing with the repert, Mr. Rueff suggested
that the Commission ghould follow the procedure that it had adopted in
connection with the report >f the Sub-Commiscion on Econcmic Develcopment.
The Precent report was o technical study which had scientific interest
but was not suitabls for transmission to the Economic and Social Council,
The Commission ghould toke aote of its instructive valus ocnd attempt to
use it as a basis for formulating scme positive, practical recommendations to
be prescnted to the Council, A small sub-committee should therefore be

appointed for that purposs.

The CHAIEMAN cgreed with Mr, Rucff (France) on the desirability
of appointing ¢ small sub-committee to draft positive recommendetions,
As the roepresentative of Australic he had himself clrecdy prepared
sone general recormendations bosed on the report and suggestions made by

nembers, wnich he would cirzulate to the Cermission (Document E/Corr.l/w.30).

Mr. TORRES (Brazil) wished to thank the members of the Commission
for the clection of Mr, Bravo-Jimencz (Mexico), whoil te had neminated, to
nerbership of the Sub-Commiszsion on Economic Develorment.

The rcport of the Sub-lormission on Enployment and Zconcmic Stability
wao o rother academic documsnt which, although it was scientific lacked
the procticcl approach that was the major concern of most countriece. The
study chould havs attempted to moke more concrete suggestions. Pointe which
werec of direcct interest to 1im were missing in the report.

He agreed witn the United Kingdom representative that the gection
on the "Internationzl Reperzuasions of InTlation in 'Dericit' Countries
wes particulerly disappointing. When censidering the situction of Brazil,
he found it difficult to fi: it into the context of that section. The
causes of inflation were no: adequately mentioned and the classification did

not scemn exhoustive,
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The shortcomings had probably arisen due to & tendency to treat a
very conplex problem in o simpliefied manner. He believed that the Secre-
tariat's "Survey of Current Inflationary and Deflationary Tendencies” had
Presented 2 much hetter unniysis of the proublems confronting Brazil. The
report under cénsider&tion.was silent on the causes of inflation, and no at-
tempt had been made to analyse them.

mong the causes, dislocation of production, dlsruption of transpor-
tati n, the demand for agricultural exports, foreign expenditures and
the necessity of paying exporters by issuing currency should be mentioned.
Those were not problems of a domestic nature. They had arisen because
Brozil had to pley 2n important role during and after the war.

Mr, Torres conslidered that his random observations served to illus-
trate that the report was faulty iﬁ certain respects. A much clecrer and
more pointed analysis would have to be made with the inclusion of problems
of countries like Brazil. The reuedies to the problems of the under-developed
areas might be two-fold, supplying sxpert cssistance on methods of dealing
with them and by suggesting international action to provide commodities in
short supply and to alleviate inflation. Under the circumstances, he
disagreed with the representative of the United Kingdcm that the report
should be published. He wae rather inclined to follow the suggestion
of the representative of France that a small drafting sub-cormittee should
droft recommendations, taking into consideration the various criticiems

and suggestions that had been made during the debeate.

Mr. DEUTSCH (Crnada) felt that the Sub-Cormission had approached
its task with a high degree of objectivity and its report gave a highly
acodemic explanation of the problems involved, but lacked concrete sugges-
tions needed by countries to surmount their difficulties. He agreed with

the relresentative of France that monetary factors were important, bul feared
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that not much could be done in that field on an internetional basis. Inflation
was amtional problem of the individual states. As & consequence of the
wer, they were obliged to inflate their currencies. It was for the
national governments to detormine their monetery policy, and therefore,
ther= did not seem to be much scope for organized international action.

Mr. Deutsch stressed t.iat shortages of supply of food stuffs and
basic materials had also played an important role and exercised Ppressure
on tae price structure. He regretted that the report did not examine
these problems more concretsly. He felt that the Sub-Commission might have
arrived at more concrete coiclusions if it had studied the work done by
other agencies concerned wi:h econcnomic problems, such as the Economic
Commission for Europe, the Iconomic Commission for the Fer East, FAO,
end the Internationsl Bank 15 well as the national programmes for foreign
aid. Thus the Sub-Commission would have been able to point to gaps that
needed to be filled and sugiest pricrities and concrets action that
ghould be taken.

In 1ts present form taie report seemed inadequate., The best way of

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

Mr. LUTOSLOWSKI (°oland) shared the view that the report was a
scholerly treatiss on inflazion. Practically every statement in it was
filled with reservations and inccnsistencies were abundant. He discovered
many omissions and lacx cf )roper emphasis.

He agreed with the Unl:.ed Xingdcm reprecentative on his formulation
of the two aspects of infla.ion, but felt thai it wes necessary to examine
more thorougnly the materlic. background of the inter-relation of prices
aqd weges and the reasons Tor thelr discrepancy. One of the obvious
reasons wes low productivity per capite; another, that prices were calcu-

lated wrongly. Although increasing per capita production was the only way of
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improving the situation, tne report devoted only 2 per cent of its attention
to that question.

It sbould be borne in mind that the utilization of human effort was
one of the major reasons for the economie progress that the wvarious
countries had been able to achieve, When humen effort was improperly used
there was an insufficient supply of commodities, low wages or excessively
high prices. nere were three or four maJjor factors caueing low production
whicn had a bearing on beé lance of payment difficulties. They included
inadequete product o1 process deslgn; worn out, improper or unbalanced
equirment; inadeguate utilization of availsble equirment; irregular and
insufficlent supply of meteriaels; and bottle-necke in semi-fabriceted
ccmmodivy production. In addition, improper specifications by the buyers
and forced sales on the jart of sellers resulted in inefficiency and waste,

The important guestion was what could be done on an international

gcale to increese produci ion per unit of worker. Most useful would be
technical avsistance and 3ome specialized agencies as, Tor instance, UNESCO
could be helpful in bringing the necessary information to the attention' of
those concerned.

In iis present form the rsport seemed to give advice to governments
on how to sclve scme of 1neir domastic problems. It was difficult to see
how such advice could be nelpful to the governments. It would be nore
advisable to provide infeormation on the measures which were being teken
in other countries to solve comparabls prublems. Conceived in such a way,
the report would contribute to international co-operation which was absoclutely

necessary.

The CHAIRMAN suggested the representatives from the following
countries for membershlp in the sub-committee to deal with the report on
cmployment and econcmic stability: China, Belgium, Union of Soviet Socialist

Republice and the United States of America.
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Mr. LUBIN (United States of America) Froposed that the repre-

gentative of Austraiia should be added to the list.

Mr. TORRES (Brazil) suggested the addition of the representative
from India.
1t was decided that the drafting sub-ccmmittee should be composed

of the members who had been nominated.

The meeting rose at 4,15 pm.






