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PABT IX OF ~·'S 1ltAft ·11EPO~ OJ' 1lJB COJ.MISSION' 

TO TEE~ ECOROMIC AND SOCIAL COtmciL 

1. The Commissio7.l' s discussion concerniilg pt'Oblems . ot eeonDlllic stabW:t7 

fJJld full emplo,-meut took plaee · on the basis of' a :report of' the first tw 

sessions ot its Sub-C01Dnliss10ll.on EmPlo~nt and Eeo.nomic Stability. The 

Commission also had before it t- !'S\lrvey of ~nt Intle.tionary and· · 

Deflationary Tendencies"* 8.114 ·the "B~c ·-Report - Salient feat"llies ot 
the World Economic Situation l9ft.,,..f+'f't** *'-eh wore prepared by the : 
Depe.l'tmont ot Economic Attain ~t ~--Vt4,.ted Nations Seorete.na.t·~; In 

.addi tiOll, the toUOl1:Ll:lg reports f"d.· ~ were made available to the 

Commission e.t th$ suggf!stion ot ib$ Vnited Na.t:Lo.tl4 Sec:reto.riat: A report 

on ''World Food· ana. Agriculture Situation -.ud Prospects,,. prepared by t1le 

Food and Agrloultu:oe Orgaxd;ation·foio the Second Sessio:l ot the CouBcU 

of' the· Food a.ud Agr:i.aulture Orge.xdzation. based on ·J.ntormation available 

as or· 5 March ·1948, a "Beport of the Inte~tiqne.l Emerg'eney Food commi:ttee . 

for th8 Council ot the Food aUd Agticultttre ·Orga.t'lizo.tiOIL·;U~-~s;.~SeCOlld . 

Session" and a ''Study prep8.red by tml ·International Monetary Fund on 1the 

Problems ot Exchal:lge Bates" (E/Cll.l/6o). 'lhe Commission also ®d before 

1 t a memorandum concernillg ·the views of the Ill'te:n:tational. tabor Orge;Di:ation 

on "International Action··to Maintain World Full Empl.oyment ~d Economic 

Stabilit)·" (E/Cfl.l/46/Add.l). 

2. Raving e~d. the report of the SUb-Commission on Emplo;vment and 

Economic Stab:Lli t:r, the· co:u-tensus ot the Commission was that· in view 0'£ the 

economic conditions prevailitls ia a uber of eountrieas and taking into 
account the· Cottidssicn's earl!er:·request to the Sti.b·COdnission to-nO.necmtrate 

on proolelns related to the maintenance · ot eCQnomio· stability end full 

· * Pl.:blished in September 1947. · 

** Published 1n Janual'f '1948. 
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elllp1o,.:nt·; it iwas !10t 1nfi~1e.te ior the SUb~-tasio~ t~ ~te lllOst 
ot its first report to ·1;be ~aect Ot inflAtion. !rile COJDIDission e%Pressed 

its a~:lation,'ot the wrk ~the SUb..Comr:d.ss-ion in ~ing the problerls 

of and remedies for iD:tlation. b, Commission telt itself' ha:ldicapped, 

howtrer, in the formulation of 1 ts own views vi th respect to prac·bice.l 

:metls'ures to oombe.t··mf.l.atton lt&Cailse 'tbe ~ ~-·.tile SUb-Commission did 

ll.Ot d:ltferentiate sutf'1Di•tl7 .. betve-. .. the different patterns of illfl&tion . 
experienced ih different tne• ot eco~. 
3. Some memb8rs ot ·the &mmtasioa~ baviilg e%Ellllined the statement of the 

. ' . \ ~ ,. . ~ 

Sub-COJDmission tbat "extreme inflation ·leads to a lowr!lls at reel wage 

ra.tes and the ~ value ot fixed incomes on the one . hand and to i;;h$ 

. eariohment Of s}160ulatore···ua 1llOUOPQlists d~ the otb!i-"; C()ll&idereC:i_ .. tllat 

Wlation lead& to 'SUCh ~~· at 8.ll. stages ot !-. ~. ;!l'he . 
".Cdam1ssion thought- 'tba-t -. :-. ot relati'lig ·econOJirl~ ACtion w ~i~ 
seals bad nat rece:tV6a ~· -tion ·froli ·the_ Sub~C~~Sion, · e.ild ·tJW:t. 
:title 'Sub-oommi&~on· could·~·~ paid mo~· atteatioa·:-to ·suCh ·' 

important factors ccntr1~'1JOiirci · iDiiat:ton as ·exce$$1.98 il1litary 

e~turea:, ·the dU'to~nces 'ta:·tbe ·rele:ti-ve ·rates ot econOidc gtowth · 

of various dGUll~s~ ai14" tU · activi titts · of'· siieculators. · it Also· felt that 
·-~Oient stress ha4. l*n laid:'-by the' sub-comiifsion .on· the ·~itive 
approach toward: fightilag ~tf.on through an ·~18 ·on· ecoilOmic acttons 
d88i&n.ed- tO:'bi~- the supply. ot' gooa.e,· espeelally as: 1nterne.ti0nal. 

efforts .could be 1I'I01"e euil;y applied in tbat direction th8.u in the 

direction ot redu~mg 46mand; -theY felt tllat economic action.designed to 
re4uee dema.ud loy prl.me.rtl.y ·in the ·field of ne.tioDal. :·action,·· and in a1:1y 

case represented. a· uegati-ve · appl"OO.ch to the problems of 'iJJtlA'ftozt: 'Which · 

Dt18h't ~t iii' measures le&ains .tO' \iheJi»lo~. ·Tlle CO.S.ss£oa:~r 
·· :. fel.t ·that tb& SV.b·Cot~Baisstea bad paid ·inSutfic:let· ·atten~ to· the 

apee1a1· probl~ of' inflation ill. the -undetdeva1oped countries-~ 

4. Durirlg the Cculmission'. diacuasion conce~ the cal.~~·s erJi.
eo:tsequenees oft.:ia.flation· the Comissicn ·empbas1ze4 tbat :ltl:f'latiozf is dl- · 

·: · ·ecoslomic eVil' w!lioh not ~··cczstttUtea a ·danger to the economies af'tected 

b7 it~but~·wc»·preaenta • Obi!Jtaol.e· to-'·tniernatiOilal co•bJ;Ieratt<m-. More 

· ·· qecf.fi~, th& CoJait· .. u.n qteea tbe:t .laf1atton· eauaei~·i·1Jhttt in 'the 

'· · · distribUtion of real· inC6'il.e' ~-1ft\Ses aDd fixed '11lcomeB:-'fi>.,profits a.Ud. · 

a,eeulative gains, that hoe.rding of ~ssential eOliiDJOdi~a :tor. the~ purpose 

of incree.si%18 prices and further profits.aeveiopsr· 1n tht!J,-.c~ of 
inf'lation thus reducing the availability of' supi,3.ies to. cc:msUmers~·-·a.nd: 'that 
intlation reaul.ts in the diversion of tbe f1ow ot resot,ll'Ces into U1'lessc.ntia1 

,f. /~ction 
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IJrOd\1Ction thus impeding the recon-strnc t~.on Of '\-78.!' devastated COUUtr!.e3 a.."ld 

of 't~ar dislocated oconomi~s, and retarding the··~economic develo1·r:l8llt of 
unU.erdcvelo:oed countries. .· '· ,. 

5. vlith rec;ard to the internatlonal consequences of inflation the 

consensus of the COIDmission was· that 't~henever j.nflat::..onnry condit::ona :i.n 

exporting countries tend to raise the level of e~ort prices for urgently 

needed i!DJlOl"ts of which they are the major suppliers, they aggra.ve.te the 

balance of pa:,ment difficulties of importing countries and the depletion 

of their fo::.~eign ezchange retom·ceo. It was also agreed that :i-nflation 

di:Jtorts tbe structure of :productio:1, consumpt:i.on, and. world trade and 

thus creates a tbl~eo.t to the m.a.inteno:ncc of econom!.c st~'bility and full 

emplo~£nt in both export~nn and importing countries. 

6. Du~ing the Cormnission's di$euae:ton ccincerni:J.(.; the rt3m<Jdios available 

against inflation, the Om;.'!Jli.csicn t:'W.:p~las~ zecl tl1e. t i.'rlfla cJ.on can be fought 

in fundamental terms Ol.t1y thro'..lgh ix:c:-eu.scd :p:ro~:~lc'!:::..ou oi' e ss<:; .• ~t:t,_:l coons 

but that :i.n t1any insto.ncos major in~ree.ses in pJ.·;:~c1l·~timl ca!l'tl:;•;; 'be 

achieved until the bottlenecl:s of procluct:l:J;J. are bru!r.e;J" On the demand 

side, the Commission felt that countr:.es co:1cer:.:.ed shcti.:Lcl, w::.tn.Jut causing 

unemrlo~ent, un<1ertake effective measures to bo.lt ~OlTI";B'ti::.c inflationary 

:processes o.s for e::amr~le by tb3 rat:!.o~ing o·:' es:-rJntial goods cou?lcd vrith 

1•rice control, and prc;;~:easive inco:nt? tFuc.t1.on. 

7. Tho majority of the Commission also felt that cot1:U.":.ries should maintain 

and even increase thei~ exports, esDecially of eoods needed to aid 

}?enn.anent recovery and sound development, to countries which :have been 

dovastatea or whose economies have been dislocated by the war und to 

countries urgently in need of development in order to enable thom to 

proa;ress ra1"~idly in their domestic production and the development of 

theil" ex.tvrnal economic relations, thus furtherinG world economic stability 

a~:.J. full eLlplo;yment. 

8. Tho Coiiliilission affirmed the view that the development of :tlltern:J.tione.l 

trade is an important form of econo~ic co-operation amonG countries ~~d 

tl1at it shoi:J.d b0 1cvelcped on a foundation of nn:rtuo.l respect, eq_ua.li ty 

among CO'l'll'tries, the sovereignty of countries and their national interests. 

Furthermore the majority of the Commission considered tho.t mcm.ber countries 

should take all practicable measures which would result in the lowering of 

ino~dinately high prices, especially of those gooes (whether finished 

prod,:cts, raw naterials or foodstuffs) '1hich enter into world tr~de e.nd 

wh~ch are urgently needed by countries whose economies have been dioru?ted 

by war or vrhich are in serious need. of rapid economic development. In 

/aC..dition, 
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addition, the Comm:l.ssion a.dv1.seci the adoption by gover:rments of all 

practicable measures, directed toward increasing production and world trade 

and thereby to assist in the struggle against inflation and help to 

readj\lst prices on a basis conducive to economic stab1.lity and to the 

maintenance of full employment. 

9. It was the consensus of the Commission that members should be guided 

by the principle that credits and assistance given by member countries of 

the United Nations to other countries should be used in the interest of 

the people of the countries receiving credits and assistance and should not 

be accompanied by any political conditions and should not be utilized as a 

means of interfering in the internal affairs of those countries. 

10. Iri connection with the future work of the Sub-CorJnission, the 

Commission wishes to. draw the Sub-Commission's.attention to the Summary 

Records covering the Commission's discussion of the Sub-Commission's firot 

report. 

11. Having in mind the Economic and Social Council's request that the 

Comissions of the Council "establish priorities of work in their respective 

proerammes, based on the urgE>ncy and :!.mportnnco of tho projects in 

fulfilling the purposes of Article 55 of the Charter of the United Nations 

and to indicate these priorities in their reports to the Economic and 

Socie.l Council" (Part IV, Resolution 128(VI)), the Commission agrees with 

the Sub-Commission that the next session of the Sub-Commission should be 

devoted to an examination of the economic problems related to the 

maintenance of economic stability and full emplo:yment. 

12. turing the Commission's discussion of Item 9 of its Agenda: "Economic 

and Social Council Resolution of 3 l-1arch 1948 on Resolution Relating to 

/ Em.plo:yment Adopted by the United Nations Conference on Trade and Emplo:yment", 

the Commission considered the Council's request that the Commission expedite 

certain studies referred to in the Council's earlier Resolution 26(IV). 

In this connection the Commission noted that the studies for 'ihich 

arrangements have already been made include not only the inquiry to be 

made by the Secretary-General concerning plans for the maintenance o~ 

economic stability and full employment in accordance with the Council's 

Resolution of 3 March 1948 (Resolution 104(VI)), but also the studies 

undertaken by several members of the Sub-Commiss.io:n in .accordance with 

Pert VIII of the Sub-Commission's Report, and the follo~.ng additional 

~tu~ies undertaken by the Secretariat: 

(a) Analyses of problems of deficiency or .excess ~n·effective demand. 

The first report entitled ·"Survey ·of Current IpflatiOJ'lal'Y and 

Deflationary Ten~encies" wns issued in 1947; a s.econd report ie- in 

preparation~ 

/(b) Dhorta(!es 
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(b) Shortages of food and coal; their causes ana e~ent. This 

study was in a preliminary fol~ made available for the infor.matjon 

of members of the Commission. 

{c) E~onamic analyses of international trade. 

13. _ 'E:le Ctinrmission also recollltl.e:nds th11t botl1 the Secretaxiat and the 

Sub·Conrroissj.on consider arrangements for a study of hOW' to recognize 

i::l.cipient dow-tu...""!l.S in economic e.cti vi ty, so as to fa.cili tate the 

formulation of l'ecom:mend.a.tions to goverrJIIlents and to specialized e.genc!es 

concern:i.ng actions to be taken in the event of down-turns in economic 

activity. At the same t~e the Commiosion wishes to stress the :poillt that 

it considers it ll~portant in the approach to the problem of full employment 

to give Itriority to studies of action to be taken for the ~e3.ntenance of 

econom:tc sta'bility and full emplo;yment and the prevention of economic 

depressions in prefere:J.ce to studies of counter-cyclical action to be taken 

in.~he e7cnt of a derression. 


