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REPORT OF THE COMMISSION 7O TEE COUNCIL (E/CN.1/L.17, B/CN.1/L.17/Add.1,
B/CN.1/L.17/Add .2, B/CN.1/L.17/Ad4.3, B/CN.1/L.17/2dd.b).

Parsgraph 20 of the report

The CHATRMAN called for a discussion on the proposed paragraph 22 of the
Cormission's report to the Council (E/CN.1/L.17/Add.3), which at hie request was
reed by the Secretary to the Commission, o

 Mr. MADRIGAL (Philippines) wanted to make clear the position of his
dslegation on the dreft pavegraph, B

Without wishing to unﬂ.er-estimate the 1mportanoe of domestic capital
fomtion, upon which he thought there was general agreement , he polnted out that
1% could.only be expected tocperate within reasonable limits. The low rate of
annuel per capita income in the under-developed countries rendered the problem
of capital formation very dif‘fioﬁlt. He quoted a paragreph from page 36 of the
ECAFE report on Mobilization of Domestic Capital, referring to the 1;956. to £1nd
specific means by which the financlal resourcea for economic &evalopment in the
ocuntrios with vhich that Commisaion was concerned oould be increased.

/Umler-developed
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Undewdevelogad oun'briea needed to aoquire inoreased domestic savings y
whicl’ would mean expgngion of exportxproducing capacity or creation of capital
‘Zoods industries {0 lessen the-pressure of import requiremants. To expand thelr
éxpor%-produoing capacity or create capital gooda industries, tﬁey must receive

£

101 foréign capita.l pri\rate a:nd public., b B

" While it might be argu.ed that by bu'ilding up aomestic savinvs and. v'
increasing export production a favourable clima‘oe could be created for foreign
investment, thers were two wealk links In that chain of reaaoning Domestic )
capiﬁal f'dmation required the existenoe of & broad economic base , in order te;, r
build up damestic sa.vings. Where the rate of per capi*ba. income wasg low, aa iad .
most under-developed countries, «'bhe, ca.pita.l availa'ble from the domestic market
wasg limited. He pointed out, that accarding to o Yecent social Wwelfare study :
ned® th hHe Philippines ‘oy a team of United Nations experts and Philippine
officiels, the average Filipino family in Manila had a deficit of T4 pesos In its
nonthly budget._ The fi,rst *hhing auoh a; family would do would. be to eliminate
smrings, a. course which clearly illustrated. the difficulties of mobilizing
loméstic meourcea in under~developed countries, - ‘ ‘ e

' As he had a}.rea.dy gtated his delegation 8 views on the vioious cirole -

arising in domstic savings and foreign investment, he ‘would merely point out
that doméetic ca.pital :E‘ormation could. be erffee’cively ut’ilized only within the
limits of the existing degree of economic development in any given country.

He quoted from the statement made by the Fresldent of the International
Chamber of Comarce e.t the tenth session of the Economic ard Social Council
in whic‘h rei’erenoe was mad.e to the danger of placing emessive reliama upon
dcmestic capital formation in. countries with a very lcw per capita income, V

His clelegation :f'elt some .gonoern &t ‘the sweeping 4one of the opening
setitsnte of the draf't p&ragmnh of Recomendation 8, and, in accordance with
the viewé expressed he wanted to propose an amendment in the second line of the
paragraph, which would consist in the inaertion, after-the phrase of the view
that" » “of the words sub,jact to the limitation of low per caplta income .

' Mr. WOLFSON



E/CN.1/sR, 127
Page 4

e My uom‘*éon (Canad&) a.akad 18 the repisagemamva of thq Phs.i&ppmu

' would, ob.ject to a slight change in his emendment,. which might rm "ﬁu'b.}actr t9-the
limitation. of ce.ses vhere real 1ncome is J.cu" : He~ wanted to avold the. expreasion
"per capita“ hecause he thought tha.t in the under-daveloped countries gome -
sectiong of the 3_:0pula.tion might heve a fair]y /high income end be able to: ;play
their‘pcrt, in the fqzmatien of oapit,ga.l,

. M, SAKSENA (Imiia) auggested bha'b the- clauae dn the firet.gentenge :
concerning domestic finmcial raeources might wall be removed ‘and. thought.. &h&f-
the experts!? recomer;dations need.ed no gtrengthening, _He wondprei if the -
represenmtive of Ganada. wou,ld conaant toe formula which would xemove thc
implication that the under,d,evaloped countries were .demsnding outeide aasistanoe
when they did not really need it.

‘,9‘

.l}‘

. m womsom (Canada) thought that ‘the repreaentative of India migh‘ﬁ
find that hia point would be met by. the Philippine amendment,  He thought that
there were under.developed countries where some sectiona of t.he population could
meke & contribution towards the formatiop of capital and the.t ‘though 1in auch
cases, external fipancing would s’cill be needed .there would be some.value in tzhe E
fact:; that the population 1tself vas m&king en effort for the developmept of . ...
the country. o v e S et

Mr.. KAH.‘Z.SUCHY (Poland) a@'eed w:-lth t.he representative of Cana.d,a tha}:
certain sect.iona of tha population in under-developed countries would, be ‘able to
contribute ’oo the fcmation cf capital :3,11 those countries, An exsmination of
the position as regards the Philippinea :Ltself ehowed that only 25 per. cent of the
oountry*s capita.l remained. available on the int.ema.l market, and it wes clear
that in addition to savings, alimitation of the export. of capital would be of
g'ea.t aaa:lstance 1n su.ch cases. He thuught that t.he &mendment choulé, mclud.e 8
- reference. to ‘that, ’ ‘ '

»
5

Me, CHERNYSHEV (Unien of Soviet Socialist Republics) thought thet there
. wag no need to draw the attention of the Economic and Soclal Council to the

document -on’ Domestic Finahcing 'of Economic Development (ST/ECA/7), The Council
had already dealt with that question, and he also folt that 1t was importent not
to give the impression that they kad worked through 1t as thoroughly es they had

through the report of the group e&f experte.
/He thought
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He thought that the second part of the dmft para@'a,ph lald too muoh
emphaa:la on the Inte:m&tional Monemry Fund . The eta:bements made in it- wera too
vague, ‘and: in any ce.ee 1t was not for ’oha Comission to, remind membars of the
Fund to fulfil their obligations. . o .

" He di& not feél that the Camissitm snould ref’er tc mattere wh:lch iy
~ within tha .3uria iiction of the Fund 1taalf. ‘ In any .case, the question’ of -the
Intemationa.l Monetam Fund would be on the agenda ‘of the 131:11 ‘session of the i
Economic and Soci“al Council Ha thought tha.t. the whole of the paragraph

‘beginning with the word "finally" should be daleted

Mr, STINEBOWER (United States of Amarica) thought that the document
ag amended by the representatives of the Phi}.ippines and Cenada wa.s ho longer
very clear, end auggested that the f.:csﬁ aentanoe ahoulﬁ be shortened and. mde .
to read: "I connexion with Reccmnendatian 8 of the Experts' Report, the Comiseia
recognized. tha l:lmitations on ‘domestic . aav.mgs, imposed by the low real income of‘
undar.dievelnped countries. chaver the role which domeatic Tinancial. resoumas
must- play in tha economio develoment of any country is such that the Cozmsaion
suggests Loe" 7 Tt vae quite trye the.t rea.l Incomes would impose & J.imita.tion
on savings, He thobght that the repreaenta.’sive of the USSR was right in hig
objection to the Council's attention being drewm to document ST/ECA/7. THe
proposed that the word “Council" ehould be deleted. ‘

It waa Bé agead '

Mr. WILSON (Uni‘oed K:Lngdom) proposed thet the phrese "The Commission
draws the chncills attsntion" on page 2 of docmnt E/CN 1/L 17/Ad.d.3 shoum
be feplacad by the phrase "a’ctention is also drawn" .

‘ "It was so e.greed

Mr., DAYRAS (Branca) whila not wiahing to make a formal proposalz,
womlered 1f the last two aen'oenoea of the d.raft paramph wara really necessa.ry

Mr K&TZ.SUCHY (Poland) a@ead with the USSR reprasemative that; 'ooc
mich- empha.eia ha.d been laid, Qn the role of the Intem&'-ﬁicnal Monstary F!md
He" thought tha“b the ﬂhola of the la,e'b ;part of *t;he ‘paragraph. s’o&rtigg Lrom "The
Counsills attention is alao dra.wn"’ nght wel}. be deletesll “but, that in v:!.ew of the
importmce of preventing ‘th ..‘eécape ef forei@ ex,changa eaminga e auggaated
cn Lt o - /that the
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.- that. the phrase "and.-on measures un&artakaa to prevea;:;’s “the' weecape of i’orai@
exchange earnings from.local, control" ehouid ‘ae inaerted a“fter the phrase

"the mobilization of domestic capital®, In repiy to & comnt from the
repreaentamva 'of Cenada, he:seld thet He thought such an amenﬂment vould Yo .
uecessary in view of the fact that mention had been made* already in’ the W"Ph
concerning the limitaticns imposed by low income. He gtressed theé’ fact that
there vas a need for local. control of all earnings, and he wanted to asaure the
representative of Canada that he intended no implications a8 to ‘the possi‘ble
evagion of control,

Mr SI’II\TEBWER (United Stat«es of America) d.id aot lika ‘the refera:sce
to "mcreased foreign exchange eaxninga" on the: aecxond. pago of ‘the documnt; '

‘ :~~Ca.pihal vas aometimea inveated -in Londm -or New York 1:1 praferanoe to the under-

| developed countries themselves, and was not neoaeaarily :Lnegally removed; Ee
.;thcught that the sentence should be retained, but that the word "moraaaed" o
; should. be delete& In view of the fact t;hat fsﬁare WOre sweeping sentmces m
the. Bperta' Report which appee.red to ignore the ob.’i.igationa of mem‘bere of t.he -
Ix;,tern&tioml Monetary Fund, he thought: there was quite’s good reason fbr
leaving the sentencea in the paragraph - ' '
Mr, NOSEK '(Czechoalovakia) gg;;eéa with the representdtive of the USSR
that the last three sentences of the draft pe.re.g,ra.ph‘were unnsceesary.
o M, wommoun (Belg;hm) sev no. reason to delete- the’ veferencea to the |
International Monetary Fund, since Recormendation 8 containea ;propoaals which m:l.ght
conflict with the obligation of members of the Fund. ‘

. The : CHATRMAN, spea.king as-the reprees ntative of Brazil, thou@t that o
raferences to the Internatioml Moneta.ry Fund; were ineﬂ,ta.ble. : ‘

~ He reminded the Commission that many under.developed countries were
largely dependent on the exploitation of: oﬁa or two ‘primary: produata, aml thet
they had been obliged 'ho ‘regort to exchange -dontrols to-avold: d.evaluation of ‘thelr
currency. Heswondered Af it would be. pemziesible f'or the Cogmnisﬁim to auggest
to- the Intematimw.l Monetery Fund thst. :w. Jight mveéti@ta* the’ posﬂi‘bili’oiea '
of enlarging ’ohe , Yeaources :frofn which l(sa:xa Gould be- drmm in order 1o avo;!,d as *
far. es posaible the application of exchange controls which were only emergency
meaa\mes.

/M. BIRY
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Mr. BURY (Australia) pointed out that the Fund had the nossibilitv of
adopting & more liberal attitude toward drawinus and had that question under
constant studj.;, oL : ' ‘

S
.

Mr. WILSON (United Kingdom) though that the subject vas very lmportont,
but would fall more appropriactely within the terms of reference of the group of
experts shortl; to be formed to study the’ Ielation between the prices of primary ..
products’and those of manufactured goods,

Mr. CHERNYSHEV (Union of Soviet SocialiSt‘Renublics) asked that the
Commission should vote on the concrete uroposals made 1n repsect of thg draft
paranraph ) ‘

M. xmnmma (Secretarv of the Cormission) ‘read the text of the first
part of the draft. paragraph with the amehdments sutgested by the wmembers of the -

Commission.,

M CEEBNY“BZEV (Union of Soviet Socialist Republics} did not. see vhy
reference vas specifically made to the Econcmic Commission for Iatin America,
while no other areas were mentioned. He sugpestea that the phrase and ouher
under-developed areas” should be inserted at that point

It was so _acreed,

The Polish prqgosal for the deletion of the last part of the para craph
from the words "attention is also drawn" to the end was Iejecte& bv 13 votes to 3,
with no abstentlions,

A The USSR proposal for the deletion of the last part of the para raph from

the word “finally" was reJected by 10 votes to 4, with 1 abstention. '

In reply to a question fram the CHATRMAN -gpeaking as pepresentative of
Brazil, Mr. HASSANEIN (Intern&tional Monetary Fund), stated that the Fund vas
studying the question of 1noreasing 1ts resources for drawinbs.

/The CHATRMAN
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The' CHAIRMAN i{nvited the representative of the Intérna%ional Cosoﬁaratzva
Alliance to state the views of hkis organization. -

- Mr,.WOODCOCK (Intérnational Co«operative Allianca) emphaaized Yhe
usei‘ulneas of voluntary co-operative action in the’ under-developed countries, )
(‘c-orer'ative action strecsed the tmpdrtanco - of an unc‘ter-develcped coum:ry' '
paople as opposed to land, forests and money, in economic development and
offered a form of organization whlch was calculated to brin.g out th:air g;mates'b
efforts, especially in agriculture,” " domestic' 1ndustries a,nd small cmdit. The ..
Expertst Raport recoanized that fact but f‘ailed to vive it proper empha.sis.ﬂ'w g

He welcomed paragraph A 1(g) of the United States draft reeolu‘bion‘but
Pelt that 1t should not be restricted to progmmes of land refom. . He hoped that

special attention would be ziven,in conne,cion with the survey of the neede of each.
nroject proposed for development,: to the poseible value of voluntary co—onera'bive
organization in its various forms, and requested that the Commlsslon should
sonsider the inclusion of that point in their recommsndations to ths Oounc;ll

CQ—operatives provided an incentive t¢ 1nd.1vmual aml ﬂroup enterprise N
and & bagls for the accumulation of large domestic funds. ’I‘hey offemd e maana
by vhich small farmere and others could pool” thei.r efforts for Jcint mrkatin{;
or purchasing and a basis for education in democratic and eccnomic action,. Thay o
were & sStep towards the improvement of the e‘candard. of livinc, .

;arag?aph 23~(E/C%;1/L‘17/Add.l)’

Mr. VIISON (United Kingdom) proposed that the worcia "a very important o
3lement 4n. the prcmotion of" An the first Sentence should he mplaced by the E
vords the rreates’ sinvle con’cribution which the develope?i countries can make to .‘
In the last sentence he suggested that the words follcwing “und.erlim anouuh"
should be. revorded to read "the contribution which would be ma.de to eoonomiq
development by *:.he p,ro"ressive liberalization of . the exchangé of gaods and. af co
capital movement and the resf:omtinn of commercial firancial and moretary sacurity.

/Mr. BUNCGE

P
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Mr, BUNGE {Argentina) scild that while the maintenence of full employment
in the developed countries vas a hibhly impor‘bant ractor in: the econonmie. develon~
cnt oo bhe und_er-aereloped countries ’ i;he mainteqame of an. expanding” econo‘m*' i
in the’ unae-r-&évélored countrie< was also a most important contrdbution to:full - -
emplojyment 4n* ‘" dev’eloped countries.‘ 'I‘he report shoxald .stress the tnterdes"? 1
penderice of the  two" processes. Ha thez;gfore prcposed that the» Tirst- sentente ,
showldl Be arénded to ¥efor to the sicme?ement of .4n expanded ‘and balenced vorld

economy in eccordance with hconomic and {qocial Council resoclution 290 (XI).

T Mre. UIISGN (Unitad Kingdom} aoreea that it WAE impor‘ta;nt t0 refer th i
need -for &dn ex;oan&ed end sta.ble world econom;,r but felt that the. Argentim a:menﬂmnt
could imore- appropriétely be 1ncludec‘i 1n the éactian of the report dealin'? wlth
ini;ermtional action. ' e e .

P PP
. E g [P
A . ) s we T AR

Vom0

Mr, BURY (Austrelia) opposed ‘the United Kingdom emendment regarding
full employment, Although i‘ull emplo;ment vag,, impor'ba.nt to the under-ﬁevelmped

countries sineé 1t raised the d.emnd for and the prices of their: pmducts ‘chem

were & hfmber of offsetting factors. Full employment tended’ to-letd to- some

desree’ ot inflaition and reduced the resources. which could be srored for th

1 o

development ‘of ‘the' under-develone& areas. . It also. tended %o.bar capti 141 movements

frou the couri‘bry concened. TIt, could be argued.for instance that if the Bhited”
inbdom fad Yess’ f'ul‘l employmsnt it mi ,h'b be able to move tovards’ the conver\‘:i-‘
bility of- s{:e?l‘inb e.ml to msume the eypnrt of capitel. K o

T VRN <u s . . e L

£ e e gt .
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PRI
e
s

N

M, ’I?IISO'\I ( United. Kingdom) mmrked that . the expmssieri "rarl

onplcjment“ was always arn'biguouu and suggested that 1t mi{jnt uﬁefully ba renlaced )

by the words a hibh anxl stable level of ecqonomie activity e

M B . N "‘,Y,'; e

PRI

Mr. BURY (Australia) smid tha,‘b wi,th that change he’ could support ‘hhe
United Kincdom amndmen{; ; , L ‘ :

JME ¢ FOLESOL .

[ET
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Mr, WOLFSON (Oana.da) snggeste& that the - pdints raised by the Argem;ine
and United ngdom representatives might be met if ths words ,"in order to achieveA
on expandea and balanced world. _econony” Wete’ intrcduc’ed in the four'th 1ine of
the first sen’cence. 'l‘he ‘maintenance of & high leével of econcmic a.etivity S,n tha .
developed countries was lmportant to'the mdsr-develope& coun rias only :tf 3.1; wa&
used to initigte development e.ct}ivities‘ in' thoe cotm‘bries.

Mr. BU%E (A*:gentina) agreed that full employment was not nacesaarily
a contribution to the development of the undervdaveloped coun’raries. The general
concept of the in‘&er-dependence of all reglons in. an expanded and balanced warld
‘ econm sho:...‘.d be stated in the preamble. -He thought that it ahould be 1ndicatad
“in general terms that economlc progress and -development were indiv:.ai‘ble and th&t,,
2ull employment was one important factor among many.~ i

Mr, MADRIGAL (Puilirpines) proposed that the last sentence of
v;aragraph 23 shoald be amended as follwa. "Many members of the comnission a}.so
.‘hought that the experta did not underline enough the need for economic devalcpment
‘o take place within the framework of expanded multilateral ‘trade and of freer ‘
10vement of capita.a. and the need for restoration of coumercial, rinancial and A 
monetary aecurity. VWhile agreeing that foreign loans have an important role td
.>lay 'in ‘the restoration of ccnvertibility, they expressed the’ view that ’chese 1oans
~hould be made part of a ccmprehensive programme leading to tha m&ual eliminaticn
>f -exchange controls and the f‘ostaring of multilaterel trade. Such 1oe.ns Qould
~arely, if ever, be made by private capital, the aaoption » hcrwever, of a more
xtended progranune of loa.ns by the Intemt onal Dank may: pave the wa.y for the
increase in the scele of primte ca.pital novements to ‘the zmder-deve}.oped cmmtries.
‘arallel to such an exbeqded ;prcgrame of loans.by the International Bank, 1t wes
uggested that barter sgreements between developed and under-developed coxbntries
‘hould be encowraged as a means of o‘bviating exchange difficultiss 'in the 1nterest
2 fostering international trade.” R ' ‘

Mr, WILSON (United Kingdom}) doubted vhether the Fhilippine amendment cm;ld
sultably be includad in paragraph 23 which was in the nature of & preamhle and
'zerely referred to the general Iframework wi'bhin which more detailed measures might
20 assumed to be, operating.

/= P‘&',“ xmmumuwnx =
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Mr. MADRIGAL (Philippines) accepted that view and noted that the only

aim of hia amendmsnt Vas o promote th,e JiberaHZation 0 foreign exchange L
*0ntr03u He haped that mreher etudies woula be’ made of the possfbility of N
oil,a.tera}, agreement‘ﬁ between the developed a.nd \‘:he unﬁar—-developed countries. -

Tl &‘he SGHAIEMAN,' speaking as the represeatativé of Brazil, ‘suggested ‘that
it should be poseible to incorporate the underlying intention of the Fhilippine
amendment in paregreph 23, The. repcm ahould stress the importance of liberal
trade policies to economic develcpment. He felt ‘that barter agreements should be
enc.ouraged only as a first step in the expansicn of international trade,

Mr, WILSON (United KingSom) suggested that the important point made by
the Philippine amendment might be covered if the words "of systems of payments" were
added after the words "the liberalization of the exchange of goods" in the last

sentence -

Mr. CHERNYSHEV (Union of Soviet Socialist Republics) recalled that the
USSR had clearly stated its attitude in the general debate. It dld not cbject to
Recommendations 9 and 12 but had expressed its objection to Recommendations 10

and 11.
He considered that the werding of the first sentence was unfortunate

since the Commission was celled upon to state its own position regsrding the

Recommendations and was mot competent to discuss the Council's attitude,
In the last sentence the expression "liberamlization of the exchange of

g00de” was too vegue and should be made more explicit.

In reply to Mr. STINEBOWER (United States of America), Mr, WOLFSON
(Canada) explained that the word "security” in the last sentence was to be
mderstood as meening "confidence",

'/ Mr, NOSEK
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msmx {Czecbga}iomkia) proposea 'hhe de:{.é'tion of the vords "1!! e
accordance with ‘the Gomcil's reso'm'biau 290 (XI)" in ‘the first sentgmteg ‘Full
omployment had been discussad by ecve*&l oa-gam and dealt «rith in’ Y nuzber of
resolutions. 'There Was tharefore 5o need to refer specifically to the Economic
a.ngi §oeip.1 Cotm@ ‘raeggl‘ation.’:

e meoting ¥ose at 1 pom





