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1. Mr. SINCLAIR (Canada) said that the Canadian 
delegation had listened to the debate in the Economic 
Committee on the items at present before the Council 
with great interest. It was in a unique position, since 
Canada was an example of how a comparatively under
developed country could be developed rapidly. Within 
the last fifty years Canada had changed from being a 
small, comparatively unimportant, agricultural country 
to one of the principal trading nations of the world. 
In 1950, approximately 4,000 million dollars had

been invested in Canada, mainly by private investors. 
Canada’s experience showed that the draft resolution 
submitted by  the Economic Committee in its report 
(E/2061) was sound.

2. Canada’s economic development had been achieved 
without any foreign government grants ; it had obtained 
certain loans which had been duly repaid. The Canadian 
authorities had stimulated a flow of capital very much 
along the lines indicated in paragraph 7 of the Economic 
Committee’s draft resolution. They had created a 
favourable climate for foreign investment by granting 
foreign investors the same treatment as domestic 
investors : they had the same right of access to the courts; 
they were subject to the same taxation regulations and 
enjoyed the same rights as Canadian nationals. It was 
an interesting fact that, whilst Canadian investors tended 
to invest in established industries, the development of 
the new industries of Canada, such as Alberta oil, had 
to a large extent been achieved with the help of private 
foreign capital. The Canadian Government found it 
necessary to provide the provinces with loans and, in a 
few cases, with outright grants. For example, when 
Newfoundland had become a province of Canada, the 
Federal Government had extended financial grants to 
foster the more rapid economic development of New
foundland because its development lagged behind that 
of the other provinces. The Federal Government had 
at one time also made grants for the building of the 
Canadian Pacific Railway. Such grants were accorded 
on condition that they were to be used for economic 
development and to be spent on projects which would not 
require subsidies after the original outlay had been 
expended. In the Canadian Government’s experience, 
halfway measures, such as loans at a rate of interest 
which involved an element of grant, were not satisfactory. 
It seemed desirable to rely wherever possible on strictly 
business loans, and, in the exceptional case where special 
assistance was necessary, to use the technique of grants.



In such cases it was preferable to make outright grants 
rather than to confuse them with loans, the repayment of 
which was doubtful, at rates of interest which placed 
them outside the category of strictly business loans.
3. The Canadian Government was giving full support 
to the International Bank for Reconstruction and 
Development. In reply to those members of the Council 
who had asserted that the Bank charged usurious rates 
o f interest, he would point out that Canadian businessmen 
would be glad to obtain loans at such low rates of interest. 
The rates charged by Canadian chartered banks on loans 
to Canadian business firms were far higher. Since its 
foundation, the Bank had done excellent work, as was 
proved by the substantial total of the loans granted. 
The Canadian Government firmly believed that the Bank 
could further the economic development of under
developed countries not only by continuing to make loans 
to those countries but also by assisting private investors 
to invest in them. It could, for example, help by 
suppl5dng private investors with information, lack of 
which was one of the reasons why they did not invest 
more freely in under-developed countries. The Canadian 
capital market was recently made available to the Bank 
for floating its bonds for the economic development of 
such countries. He was confident that the Bank would 
take advantage of that opportunity when it felt that the 
time was propitious.
4. The chief reason why more money was not being 
invested in the development of under-developed countries 
through the Bank was not the shortage of capital, but 
rather a shortage of suitable projects, coupled with 
insufficient capacity on the part of the under-developed 
countries to absorb capital. It should, in that con
nexion, be pointed out that the specialized agencies— for 
example, the World Health Organization (WHO), the 
United Nations Educational, Scientific and Cultural 
Organization (UNESCO) and the Food and Agriculture 
Organization (FAO)— had made efforts, by way of 
technical assistance, to help those countries to place 
themselves in a better position to absorb capital in useful 
enterprises, and to qualify for assistance from the Bank.
5. The Canadian Government was, of course, aware that 
the constitution of the Bank limited the scope of the loans 
which it could make, and consequently agreed that there 
was room for other international financing of economic 
development. For that reason, his Government felt 
that the Bank should study the recommendation of the 
experts for the establishment of an international finance 
corporation. The Bank was the organization which 
could best make a rapid and adequate examination of the 
feasibility of that suggestion. He was therefore in favour 
of paragraph 8 of the draft resolution submitted by the 
Economic Committee.
6. The Canadian delegation also agreed that in some 
circumstances, and for some under-developed countries, 
there might be need for outright grants in order to provide 
an initial impetus to development projects for which the 
Bank was not in a position to advance loans; but it could 
not accept the view that such grants should be made 
for ordinary expenditures by the governments of such 
countries, or that grant assistance should be regarded as 
a normal feature of financing development programmes.

The Bank was the organization best fitted to advise the 
Secretary-General on all the problems connected with 
his examination of the need for granting assistance in the 
financing of non-self-liquidating development projects.
7. It must, however, be remembered that the countries 
which might be expected to give financial assistance for 
the development of under-developed countries had prob
lems of their own, the most important being the problem 
of defence. For defence purposes, total taxation in 
Canada had had to be increased by 20 per cent.
8. Again, countries like the United Kingdom, Belgium 
and France were responsible for raising economic and 
social standards in their dependent territories. It was 
only fair to recognize that those responsibilities should 
take precedence over their responsibility to assist the 
economic development of territories and countries in 
which they had no direct and immediate obligations.
9. The balance-of-payments situation was another 
problem of great concern to the more highly developed 
countries, in many of which that situation had recently 
deteriorated, whereas that had not been the case in a 
number of under-developed countries. In those cir
cumstances, it would be very difficult for the more 
advanced countries to raise money for grants-in-aid to 
under-developed countries. Needless to say, it was the 
United States of America that had made the greatest 
contribution to the international financing of economic 
development in recent years. Before the Second World 
War, the United States had followed an isolationist 
policy, but during the war it had leamt its bitter lesson 
well, and Canada, as its neighbour, was proud of its 
efforts to help reconstruct the economies of European 
countries. And those contributions had been made 
despite the fact that the United States had many problems 
of its own to cope with. If the Council adopted the 
Chilean amendments (E/L.195) to the Economic Com
mittee’s draft resolution and no contributions were made 
for grants-in-aid, as the Indian representative had said, 
the hopes of under-developed countries would have 
been trifled with.
10. Canada believed that it had a part to play in finan
cing the development of under-developed countries, but 
its obligations were not as great as those of other countries 
in that respect. It had no colonies and had not received 
any grants to assist its own development, but it felt it 
should play a part, if only for reasons of enlightened 
self-interest.
11. The Canadian delegation had a number of considera
tions to put forward in that connexion. Firstly, it 
beheved that the most important point in financing the 
development of under-developed countries was that 
proper use should be made of the domestic resources of 
those countries. Canadians who had travelled in those 
countries had been amazed at the great disparity between 
the vast wealth and the abject poverty that existed side 
by side in many of those countries. Was it not natural 
to expect that nationals of under-developed countries 
should invest in the economic development of their own 
countries and not in such advanced countries as Canada, 
as many of them were doing at present ? In Canada 
potential investors in under-developed countries felt 
that there was much scope for improvement in their



taxation systems along the lines of the present systems 
in countries like the United States, the United Kingdom 
and Canada, where taxation was carefully graded accord
ing to incomes. Secondly, the under-developed countries 
should create conditions making for confidence and 
stability at home, so as to attract foreign capital in the 
way indicated in paragraph 7 of the draft resolution. 
He could not imagine Canadians investing in countries 
which launched propaganda against those whom they 
termed western imperialists. Thirdly, greater use should 
be made of the Bank when the climate became more 
favourable. Fourthly, the Canadian delegation accepted 
the proposal that the possibility should be studied of 
creating an international finance corporation for the 
provision of loans and equity capital for economic 
development which were outside the Bank’s range of 
action ; and, fifthly, it recognized that some international 
grants might be necessary to give an impetus to economic 
development projects.
12. In the Canadian Government’s opinion, by far the 
greatest share in the financing of economic development 
would have to come from domestic sources within the 
under-developed countries themselves. On that point 
it disagreed with the Chilean representative, whose 
proposals seemed to place far more emphasis on the role 
of foreign financing. Canada was co-operating under 
the Colombo Plan to help in the development of Ceylon, 
India and Pakistan, whose present position was similar 
to that of Canada fifty years ago. It believed that those 
countries were doing a great deal by way of domestic 
action to achieve their own development. The keenness 
of the Canadian people to help in the economic develop
ment of the less advanced countries of the Commonwealth 
was borne out by the fact that the main opposition 
parties not only agreed with the steps proposed by the 
Government for that purpose under the Colombo Plan, 
but urged that more should be done. The Canadian 
Government hoped that all countries could agree on 
suitable measures to promote economic development. 
For its part, it would continue to provide financial assist
ance towards economic development under the Colombo 
Plan and other present arrangements. Canada realized 
that, in order to maintain peace and security in the 
world, it was necessary to look to the positive approach 
of improving the standards of living in under-developed 
countries by assisting in their economic development.

13. Mr. McDOUGALL (Food and Agriculture Organiza
tion) said that the Food and Agriculture Organization 
(FAO) understood the reasons for which countries tended 
to place special emphasis on industrial development. 
Indeed, in a series of published reports, FAO had main
tained that, wherever there was serious under-employ
ment in agriculture, any effective solution of that prob
lem must depend on a reduction of the pressure on land 
resources by the transference of part of the population to 
industry. Nevertheless, it would be a great mistake if 
concern for industrial development were to weaken the 
interest of governments, or of the Council itself, in the 
very important part which agriculture must play in 
future economic development.
14. In many parts of the under-developed regions of the 
world, food supplies had not only failed to keep up with

the growth of the population, but were somewhat lower 
in total volume than they had been during the years 
immediately preceding the Second World War. The 
existence of a considerable degree of under-nutrition and 
of an even greater degree of malnutrition was a most 
unsatisfactory foundation upon which to build the 
economic development of any country. In spite of an 
increased demand for imports due in many cases to the 
maintenance of full employment and to a more equitable 
distribution of national incomes, the volume of many 
foodstuffs in world trade was lower than before the war. 
Agricultural and forestry raw materials represented a 
large proportion of the total amount of raw materials 
required for industries both in highly industrialized 
countries and in those which were endeavouring to 
increase their industrial production. Those facts all 
pointed to the essential role which agriculture and the 
proper development of forest resources must play in 
economic development.
15. In June 1951, the Council of FAO had considered 
the report (E/1986) of the group of experts: Measures 
for the Economic Development of Under-developed Countries, 
and had found itself in agreement with the emphasis 
given in that report (paragraphs 184 to 189) to the role 
of agriculture and industry in the economic development 
of under-developed countries. In particular, it agreed 
with the statement in paragraph 189 ; “ In countries 
that are short of labour the way to industrialization lies 
through the improvement of agriculture; while, in 
countries that have a surplus rural population, the way 
to the improvement of agriculture lies partly through the 
development of manufacturing industry. In either case, 
both must ffgure largely in any development programme.” 
He would also draw the Council’s attention to para
graph 163 of the report and in particular to the statement 
that, in respect of agricultural yield, the experts believed 
that “ an increase of 50 per cent in two decades or less 
would be possible even without any substantial increase 
in capital or any substantial reorganization of the 
agricultural system, if farmers were taught modern 
techniques— mainly the use of fertilizers and of seed 
control” . Marked increases in yields had been achieved 
in the past in some under-developed countries, of which 
Japan and Egypt were examples.

16. However, if the farming families of the world were 
to do their utmost to achieve higher levels of production, 
and if new settlers, perhaps migrants, were to help in that 
most necessary expansion, the prices of agricultural 
products must be stabilized. The former Director- 
General of FAO, Lord Boyd Orr, and his successor 
Mr. Norris Dodd, had put forward comprehensive pro
posals for the stabilization of agricultural prices. Since 
that subject would be discussed by the Council in 
connexion with item 8 of its agenda and possibly when it 
examined the annual report of FAO, he felt it necessary, 
at the present stage, only to stress the point that economic 
development, in so far as it applied to food production 
or to increased production of agricultural raw materials 
and forest products, required four major types of national 
or international action: (a) the application of existing 
knowledge to agricultural production throughout the 
under-developed regions of the world; (6) intensification



of agricultural extension methods to enable individual 
farmers to apply such knowledge on their own farms or 
holdings; (c) financial investment to enable land and 
water resources to be more effectively utilized; and 
(d) international arrangements to assure a sufficient 
degree of price stability to enable farmers and cultivators 
to have confidence in the economic results of their efforts 
to increase production.

17. In regard to points {a) and (b), FAO was glad to 
note that the expanded programme of technical assistance 
was providing it with an opportunity to do far more than 
had been possible under its regular budget. It realized, 
however, that only a beginning had been made and that 
sustained long-term action was necessary.

18. On point (c), FAO was ready to co-operate with the 
Secretary-General of the United Nations, with the Bank 
and with other appropriate agencies, and the Director- 
General would doubtless be prepared to arrange to 
provide any further information that might be required 
on the agricultural aspects of the problem of financing 
economic development. With regard to point (d), the 
Council of FAO had recognized the great difficulties in 
the way of finding acceptable solutions to agricultural 
commodity problems, but regarded those difficulties as 
a challenge to intensify its efforts to solve them.

19. Mr. KATZ-SUCHY (Poland) said that it was 
unavoidable that the report submitted by the group of 
experts should be the starting-point of the Council’s 
debate on the economic development of under-developed 
countries. It would make it possible to discuss that 
problem in all its aspects. He was aware that, while 
some members of the Council sincerely desired to discuss 
the question from every angle, others would prefer to 
limit the discussion to the technical question of the 
methods of financing economic development, in a effort 
to divert attention from the problems involved in the 
deplorable situation of the under-developed countries. 
The meetings of the Economic Committee before the 
opening of the present session had brought out those 
two fundamental trends and had shown that attempts to 
consider the question of financing alone were likely to 
lead towards somewhat artificial solutions.

20. In resolution 290 (XI), paragraph 22, the Council 
had called for the preparation, “ in the light of the 
current world economic situation and of the requirements 
of economic development ” , of " a report on unemploy
ment and under-employment in under-developed coun
tries, and the national and international measures 
required to reduce such unemployment and under 
employment ” . The task of the group of experts had 
been to prepare that report, taking into account all 
factors in the problem of achieving fuU employment. It 
appeared the experts had tacitly agreed that no problem 
of industrial unemployment was likely to exist in the 
under-developed countries and that the whole problem 
was one of under-employment due to the backwardness 
of their economies. That was probably the main reason 
why the experts had devoted all their attention to the 
consideration of general measures for overall economic 
development. General economic development was indeed

the best way to reduce unemployment and under
employment. But the problem of industrial unemploy
ment did exist in some under-developed countries. The 
group of experts might have drawn experience from the 
suggestions of the representative of the World Federation 
of Trade Unions made in the Economic and Social 
Council at its ninth session, on such matters as wages, 
working-hours, prices, profits, tax legislation and social 
security programmes. But those matters had failed to 
receive any mention whatsoever in the experts’ report.

21. The experts agreed that a materialistic outlook was 
one of the major pre-requisites for progress; they declared, 
“ progress occurs only where people believe that man can, 
by conscious effort, master nature ” and that “ an 
experimental or scientific aptitude is one of the pre
conditions of progress ” . They seemed to agree that 
that outlook should prevail in regard to social matters 
as well; they said, “ . . . there are a number of under
developed countries where the concentration of economic 
and political power in the hands of a small class, whose 
main interest is the preservation of its own wealth and 
privileges, rules out the prospect of much economic 
progress until a social revolution has affected a shift in 
the distribution of income and power” . They stated 
that conditions should be created which could “ inspire 
the masses with an enthusiasm for progress ” .

22. No progress could be expected in a society in which 
the social institutions affecting production were in 
contradiction with the actual stage of development of 
the productive forces. In a society in which the main 
purpose of social institutions was to maintain class 
privileges, a stage must necessarily be reached where 
economic development conflicted with the class interests 
of the ruling minority. That was the main reason for 
the class antagonism that existed in every society which 
had not rid ijself of the rule of an exploiting minority. 
Therefore, the basic condition for economic and social 
progress was the liberation of those social forces which 
had been repressed in order to maintain the economic and 
social privileges of the exploiting class. It was, to his 
knowledge, the first time that the problem of develop
ment had been described in those terms in a United 
Nations document.

23. The experts had, however, failed to draw all the 
necessary conclusions from their own statements con
cerning the problem of the pre-requisites for economic 
development. The action they recommended was in 
flagrant contradiction with their findings regarding those 
pre-requisites. Instead of measures to achieve the 
necessary social and political changes they recommended 
the expansion of foreign capital in the under-developed 
countries. It was obvious that, in present circumstances, 
the increase of foreign capital in those countries would 
serve only to perpetuate their backwardness. Real 
economic development required a general expansion of 
productive forces leading towards the strengthening of 
the political and economic independence of the countries 
concerned and towards a steady rise in the living stan
dards of the masses. Increasing production was not 
necessarily synonymous with economic development ; the 
introduction of new lines of production did not necessarily



lead to an improvement in the standards of living of the 
people. The expansion of foreign capital in under
developed countries had helped to increase their produc
tion but not to improve their living standards. A  typical 
example was that of Latin America, in which the United 
States had invested enormous sums of money but which 
still remained economically under-developed.

24. The experts had failed to deal with the most 
important obstacle to the economic development of the 
under-developed countries— namely, the subordination of 
their economies to the interests of imperialist States in 
general, and more particularly in recent years to the war 
economy and the strategic and military requirements of 
the United States and its associates. That subordination 
was the result of a long process of political and economic 
subjugation and exploitation. The under-developed 
countries formed the economic periphery of the indus
trialized countries in that they furnished the latter with 
cheap foodstuffs and raw materials in exchange for 
finished goods on terms most unfavourable to themselves. 
The imperialist Powers had exploited cheap human 
labour in the under-developed countries, and through 
foreign corporations had monopolized their foreign trade, 
dictating the prices for exported and imported goods. 
The accumulation of capital in the economically backward 
countries was still hampered by the continuous with
drawal of profits accruing from former foreign capital 
investments.

25. Most of the under-developed countries had been 
deprived of any possibility of developing heavy industry, 
which formed the real basis of economic advancement. 
The actual figure for the annual production of crude steel 
was only slightly above 1 million tons in Latin America ; 
In Asia, apart from Manchuria and the Union of Soviet 
Socialist Republics, 1.5 million tons; approximately 
1 million tons in Africa, mainly in the Union of South 
Africa; that was to say, the combined steel production 
of those countries in which the majority of the world’s 
population lived was about one-thirteenth of the actual 
annual rate of crude steel production in the United 
States. The under-developed areas produced practically 
no machinery other than the simplest tools. Even light 
industry was practically non-existent there. According 
to the United Nations Monthly Bulletin of Statistics 
published in June 1951, the production of cotton textiles 
in countries such as India, Venezuela and Mexico had 
remained at the pre-war level or dropped even lower, 
while in many under-developed countries banking, 
insurance and transportation were under foreign control.

26. The general evolution of agricultural production in 
under-developed countries, which was characterized by 
a shift from food production to the production of crops 
for export, had resulted in a general decrease in the 
nutritional standards of those countries, as was shown in 
the Economic Survey of Asia and the Far East 1950 
(E/CN.11/307) and the Review of Economic Conditions in 
Africa and the Review of Economic Conditions in the 
Middle East (E/1910/Add.1/Rev. 1 and E/1910/Add.2/ 
R ev.l). The nutritional standards of a great part of the 
population of Latin America were far below normal 
requirements.

27. The policies of the imperialist Powers provided no 
evidence that they were interested in the general economic 
advancement of under-developed areas. They had made 
it clear that they were not interested in establishing local 
industry, more especially heavy industry, but solely in 
stimulating the production of strategic raw materials 
required for expanding their war machine. Increasing 
such production in under-developed countries merely 
made those countries even more backward and more 
dependent on the imperialist Powers. Any illusions 
about the United States’ concern for the economic 
development of the under-developed areas should have 
been dispelled by the fact that the celebrated Point Four 
Programme, as the editor of the Nation had pointed out, 
had “ become a bitter joke ” . The Secretary of State 
himself had shown that the programme was merely a 
plan for perpetuating the economic backwardness of the 
under-developed countries, when on 30 March 1950 he 
had said before the Senate Committee on Foreign 
Relations, “ I think there is a pretty widely-held idea that 
we are going to build large mills, mines and factories for 
these under-developed peoples. This is not true. ” That 
statement was borne out by the nature of United 
States investments abroad and plans. The International 
Development Advisory Board, which had emphasized the 
strategic dependence on the under-developed regions of 
the United States and Western Europe, had in effect 
called upon the under-developed countries to discard 
long-term plans for economic development and to 
concentrate on supplying the needs of tlie war machine 
of the signatories of the North Atlantic Treaty. The 
New York Times of 12 March 1951 contained a comment 
on the report to the effect that virtually all the aid 
recommended in the report would be used “ productively ” , 
with returns for United States investors, bringing natural 
resources out of the ground in the production of critical 
materials for the mobilization programme and food 
production. At the recent Inter-American Meeting of 
Ministers of Foreign Affairs in Washington, it had been 
laid down by the United States that, during the present 
armament drive, preference should be given among 
economic development projects to “ projects useful for 
defence purposes ” ; that was to say for increasing raw- 
material production. The discussions at the seventh 
session of the Economic Commission for Latin America 
had made it clear that United States investment would 
be restricted almost entirely to the expansion of strategic 
material production, and that the United States war 
preparations were reducing the supply of goods required 
for development.

28. The realities of the present world economic situation 
and the adverse effect of United States policy on the 
under-developed countries clearly demonstrated the 
basic fallacy of the experts’ main recommendation that 
foreign financing and investment should be considered 
the key to the economic development of the under
developed countries. The experts had conformed to the 
common assumption that the under-developed countries 
did not possess the internal resources with which to 
promote and finance their own development and that they 
could not rely on foreign investment merely as a secondary 
and subsidiary form of assistance. But surely it was



clear that public and private investment by the advanced 
capitalist countries in the under-developed countries had 
merely increased the burden of poverty and exploitation 
borne by the peoples of those countries. Investment 
brought about real economic development only when it 
led to genuine industrialization, when it was equally 
distributed between the extracting and the manufactur
ing industries and when a big internal market was 
created as a consequence of local industrialization and 
the raising of living standards. No such results could be 
expected from the international financing recommended 
by the experts. It was, speaking economically and 
politically, childish to assume that private investment by 
the capitalist countries in the under-developed countries 
had any other aim but the extraction of exorbitantly 
high profits,

29. It was clear that the aim of United States investors 
in under-developed countries was to obtain bigger profits 
than could be derived from domestic investments. 
Mr. Gifford, the director of finance of the Ford Internatio
nal Company, had said, in the United States Senate, that 
United States investment abroad must be principally 
based upon the profit motive. In answer to a question 
by  a senator he had stated openly that if he were consider
ing a foreign investment he would look for the greatest 
possible profit. Mr. Herman F. Davies, an official of the 
Standard Oil Company of California, had, on 19 June 
1951, urged the United States Government, in connexion 
with the Point Four Programme, to open the door 
“ closed against nearly three-fourths of the 2)4 million 
square miles embracing the prospective petroleum area 
to the south ” . Although United States and United 
Kingdom monopolists were still obtaining huge profits 
from their investments in the under-developed countries, 
the former had requested Latin-American governments 
to enact legislation more favourable to the United States 
petroleum companies, to provide assistance in preventing 
unfair labour demands and to ensure the companies 
freedom from expropriation and nationalization. 
According to the Survey of Current Business of June 1951 
issued by  the United States Department of Commerce, 
the income from private United States investments in 
Latin America had risen from 443 million dollars in 1949 
to 682 million in 1950. In the second part of 1950 profits 
were being remitted at the rate of 800 million dollars. 
In addition, profits amounting to hundreds of millions of 
dollars had been re-invested or disguised as “ private 
services ” . The Survey of Current Business for Januarj^ 
1951 contained an article in which it was stated that the 
sums which had left the United States for investment 
abroad might be said to have been drawn largely from 
income received from abroad. The report issued by the 
Bank of England on United Kingdom overseas invest
ments in 1948 and 1949 stated that those investments, 
which amounted to a total of slightly more than 
£2,000 million sterling, had yielded a total profit of more 
than £116 million in 1949. The biggest profits were 
derived from the less developed areas. The income from 
the £11 million invested in Egypt had been £2.7 million, 
from the £34 million invested in Persia, £7.2 million, 
and the United Kingdom had obtained in profits 
£8.3 million from British territories in central Africa,

£3.9 million from British West Africa, £6.2 million 
from India and £5.3 million from Malaya. Those were 
the figures for 1949 during which year the prices of the 
products from which that income was derived had 
fallen.
30. As was stated in paragraph 255 of the experts’ 
report, some under-developed countries did not look with 
favour on investment by foreign monopolists, since they 
feared those monopolists would gain control of important 
sectors of their economy. It was stated in that paragraph 
that “ the average rate of return on United States foreign 
investments in 1948 was about 17 per cent, compared 
with about 14 per cent on United States domestic 
investments ” . A  more accurate picture of the enor
mous profits extracted from under-developed countries 
could be obtained by comparing the domestic and foreign 
profits of certain giant corporations. For example, in 
1948 the Standard Oil Company of New Jersey had 
earned 11 per cent on its capital invested in the United 
States and 33 per cent on its capital invested abroad. 
The corresponding figures for General Motors had been 
25 per cent and 80 per cent, for Anaconda, 5 per cent 
and 13 per cent, and for Firestone, 7 per cent and 26 per 
cent. A recent estimate of the profits extracted by the 
United States from dependent countries gave a total 
figure of 7,500 million dollars for 1948.

31. It was clear, therefore, that a complete change was 
essential if the real economic development of the under
developed countries was to be achieved. The financing 
of their economic development would not be a funda
mental problem if the part of the national income at 
present being exported in the form of profits of foreign 
shareholders and for the repayment of foreign debts 
were to remain in the country. The under-developed 
countries must curb the exorbitant profits of foreign 
companies and, through wage and pay increases, create 
new possibilities of further development. But technical 
schemes of narrow scope were taking the place of the 
large-scale plans that were needed. All forms of colonial 
and semi-colonial exploitation should be abolished and 
foreign and political domination of the under-developed 
areas brought to an end.

32. If the Philippines representative studied the discus
sions of the Council with the attention they deserved, 
he would see that the Marxist approach to the problem 
of the economic development of the under-developed 
countries was not “ mendacious ” , but in full accordance 
with the interests of those countries. He would under
stand that Marxists believed that economic development 
must become a process conceived and carried out by the 
peoples concerned, with the aim of raising their standards 
of living and strengthening their independence. Eco
nomic development should follow a centrally established 
programme with short- and long-term objectives. The 
government of the country concerned should be the 
central authority responsible for establishing and 
implementing the programme. Technical assistance 
based on political considerations and used for the pro
motion of the special interests of certain countries could 
only result in another failure in the field of international 
economic activities. Co-operation in economic develop-



ment could be achieved only on the principle of the 
equality of all participants. A  programme of real 
economic development would necessarily lead to a change 
in the pattern of foreign trade ; such a change constituted 
a threat to the vested interests of the foreign mono
polists, which, of course, were opposed to any measure 
leading to real economic independence. During the 
debate, that opposition had taken a disguised form and 
had been confined to pointing out the harmful effects 
of industrialization, opposing local government control, 
planning, nationalization and land reforms and pretending 
that it was necessary to militarize the economies of the 
territories concerned. The history of the past few de
cades, more specialty of the last two years, had shown 
that those arguments were completely false and that 
economic development was a task of vast magnitude 
requiring measures on a scale that had never been pro
posed in the United Nations. The activities of the 
International Bank for Reconstruction and Development 
and recommendations which did not take into account 
the realities of the present economic and political situa
tion were quite inadequate. If those realities were 
disregarded, all proposals such as those for a special 
fund for economic development would resolve themselves 
into nothing but the establishment of United Nations 
machinery which would facilitate the expansion of 
United States monopolies and render that Government 
less suspect.
33. In his delegation’s view, the draft resolution sub
mitted by the Economic Committee was fundamentally 
unsatisfactory, since it did not take into account the fact 
that in prevailing conditions the expansion of foreign 
capital in the under-developed countries would merely 
maintain them as economically backward areas. It made 
no reference to those essential political, social and 
economic reforms which must pave the way for genuine 
economic and social advancement; it was akin to the 
concepts frequently defined by United States big business, 
and would enable foreign investors to indulge in exploita
tion for the sake of the biggest possible profits.
34. As long as economic development was seen only in 
terms of foreign financing and investment— derived 
mainly from the United States— so long would the under
developed countries be unable to feel confidence in the 
United Nations. Nor could they be blamed if they
regarded its actions as dangerous rather than helpful.

/

35. His Government had consistently advocated the 
application of a totally different policy based on the 
abolition of all forms of colonial and semi-colonial 
exploitation and the removal of foreign, political and 
economic domination in the under-developed areas. That 
was the pre-requisite for the building of well-balanced 
economies in which industrialization would be coupled 
with genuine land reform.
36. Under the pre-war capitalist system his own country 
had certainty been under-developed. The standard of 
living of the majority of the population had been 
extremely low, agriculture backward, industry rudimen
tary and mostly under foreign control. But despite the 
destruction suffered during the Second World War and 
under Nazi occupation, his country had in six years 
succeeded in greatly expanding its productive power for

the benefit of the masses. Socialized ownership of the 
means of production, transport and credit had made 
possible over-all economic planning which had eliminated 
the anarchical capitalist system of production and had 
ensured rational distribution of consumer goods, the 
stabilization of currency and an increase in the pur
chasing power of the working people. Agriculture had 
been brought within the framework of the planned 
economy through the development of a network of 
co-operatives. A system of stable prices for agricultural 
products had been devised.
37. In his Government’s view, no conflict need exist 
between industrialization and the development of agricul
tural production since the latter ultimately depended on 
machinery and consequently on heavy and light industry 
producing consumer goods. Moreover, and apart from 
a steady flow of investment into every sphere of economic 
activity, Poland’s economic plans provided for improved 
utilization of existing capital equipment and available 
raw materials. Thus development was not considered 
only from the point of view of investment, but also from 
that of continually improving methods of work and 
thereby achieving greater output.
38. Polish economic planning was not aimed at self
sufficiency. On the contrary his country co-operated 
increasingly with the Soviet Union, with the People’s 
Democracies and with the German Democratic Republic. 
Co-operation was based on the principle of equality, 
of respect for the sovereignty and interests of all par
ticipating countries.
39. He certainty did not under-estimate the need of 
foreign capital assistance for the under-developed coun
tries since his own country had so greatly benefited from 
the fraternal assistance of the Soviet Union, which had 
supplied Poland with large quantities of raw material and 
equipment goods on very favourable credit terms. But 
it was only that type of disinterested assistance which 
could promote economic advancement.
40. For the above-mentioned reasons, his delegation was 
unable to support either the Economic Committee’s draft 
resolution or the amendments submitted thereto, which 
did not radically change or improve it.

41. Mr. NAVAB (Iran) said that, although the principles 
designed to implement the pledges of the Charter had been 
formulated time and again, little had as yet been done in 
order to ensrxre the economic development of the under
developed countries.
42. The report submitted by the group of experts did 
little more than reaffirm the general conclusions reached 
by the Council at previous sessions. It was now essential 
for it to take a clear-cut decision providing for the 
financing of low-yielding and slow-yielding projects.
43. It was undeniable that economic development was 
primarily the responsibility of the countries concerned, 
which must use their domestic financial resources to the 
full. But, in countries where development was most 
needed, the per capita income was so low and production 
fell so far short of normal needs that the financial resources 
that could be made available through savings would not 
suffice for development programmes.



44. To urge under-developed countries to create condi
tions which would encourage the flow of foreign private 
capital was somewhat unrealistic. The former high level 
of foreign capital participation could not be attained 
to-day because resources could no longer be exploited 
without regard for the welfare of the people. Indeed, 
there was a vicious circle in that private foreign capital 
would be drawn to the under-developed countries only 
if a so-called favourable climate were created, but such a 
climate must depend on the attainment of a sufficiently 
high standard of development in those countries. Exter
nal financing was consequently the only solution.
45. Certain countries with sufficiently developed econo
mies might perhaps be able to fulfil the exacting con
ditions imposed by  the Bank, but that institution could 
be of no help to more needy countries.
46. Nevertheless, the conclusions and recommendations 
of the group of experts, despite certain shortcomings, 
compelled attention and deserved acceptance.
47. Certain representatives had stated that the recom
mendations set out in sections В and С (pages 94 and 95) 
of the report were unacceptable because the governments 
could not undertake the obligations prescribed. As for 
section A, containing recommendations for national 
action by under-developed countries, he would inform 
the Council that, like most other under-developed coun
tries, his own had, since the end of the Second World War, 
been taking the measures necessary for economic and 
social progress. There was nothing intrinsically wrong 
in financial agreements and treaties for capital invest
ment, provided that foreign investors observed a proper 
standard of conduct. If enterprises run on foreign capital 
were harmful to a country, there was nothing to prevent 
it from using its domestic legislation against injurious 
practices.
48. He supported the Indian representative’s amend
ment to paragraph 7 of the draft resolution (E/L.202).
49. The corollary to economic development was better 
international understanding. His Government would 
favourably consider measures which would help to attain 
that purpose.

50. The PRESIDENT recalled that, in accordance with 
Article 69 of the Charter, the Council was empowered to 
invite any Member of the United Nations to participate, 
without vote, in its deliberations on any matter of 
particular concern to that Member. The Turkish Govern
ment had made known to him its great interest in the 
item now under discussion and he presumed that the 
Council would agree to hearing a statement from its 
representative.

It was so agreed.

51. Mr. MENEMENCIOGLU (Turkey) thanking the 
Council for allowing him to submit the views of his 
Government on certain aspects o f the problem of financing 
the economic development of under-developed countries, 
said that the work of the Economic and Social Council 
in that field interested his Government because Turkey 
had for generations been striving to achieve social, 
cultural and economic progress. It was in the light of 
the experience thus gained that he wished to comment on

the report of the group of experts on measures for the 
economic development of under-developed countries.
52. Although drafted in very general terms, the report 
deserved the close attention of the governments con
cerned, since it was an attempt to set out the most 
important of the measures for promoting economic 
development and, above all, to suggest a practical 
approach to the problem. While not agreeing with the 
report on all points, the Turkish Government commended 
the balance it attempted to strike between measures 
requiring domestic action and measures requiring inter
national action. It also agreed that, in spite of the vast 
amount that was to be done, all the economic problems 
could be solved by good will.
53. Of the measures indicated in the report requiring 
domestic action some were on the lines of those which 
his country had applied to overcome difficulties which 
had faced it in the past. Others it was at present engaged 
in applying, namely : such long-term measures as planned 
investments, the popularization of modern techniques in 
agriculture, the technical and vocational training of 
skilled workers, delimitation of the public and private 
sectors in industry, the protection of small holdings and 
medium-sized farms, the encouragement of co-operatives, 
the encouragement of industrialization to employ avail
able manpower, the encouragement of savings and 
investments, etc.
54. Domestic and international measures were, how
ever, to some extent interdependent, and large-scale 
international aid was required if domestic measures were 
to have speedy and effective results.
55. In connexion with international measures, his 
Government wished to support the recommendation that 
developed countries should not subsidize the production 
or export of commodities which were also produced for 
export by under-developed countries, and also the 
recommendation that they should export an equitable 
share of capital goods to under-developed countries.
56. In the field of financial assistance, Turkey would be 
glad to see an extension of the activities of the Inter
national Bank for Reconstruction and Development.
57. As to the assistance which certain governments 
might render to others, the Marshall Plan and the 
generous aid given to certain countries by the United 
States of America under the Point Four Programme 
provided fine examples of the results to which such 
assistance might lead.
58. He emphasized how greatly his country had profited 
from the Marshall Plan. Turkey showed what rapid 
progress under-developed countries could make when 
provided with means of increasing their investments and 
obtaining more capital goods.
59. He then proceeded to dispose of certain allegations 
concerning the so-called military character of the eco
nomic aid that Turkey had received and its “ evil ” 
effects on the country’s economy. To carry out its 
programme of economic recovery Turkey was receiving 
technical assistance from the United Nations, financial 
assistance from the Bank, and, more important, direct 
and indirect assistance from the United States of America 
under the Marshall Plan. Independently of the Marshall



Plan, the United States was also providing additional aid 
in the form of military equipment.
60. He emphasized that the sums granted to Turkey 
for carrying out its programme of economic recovery had 
been spent exclusively for that purpose. The sole object 
of the military equipment received from the United 
States was to strengthen the country’s defensive potential, 
a purpose which should meet with the approval of peace- 
loving countries.
61. In conclusion, he laid stress on the importance of an 
international atmosphere of security and peace for 
economic development to which such an atmosphere was 
the corollary, and expressed his firm belief that in the 
near future the under-developed countries would cer
tainly come to occupy the position that was due to them 
in the world. He was confident that the Economic and 
Social Council would be able to take the most appropriate 
measures for assisting their development.

62. Mr. LUBIN (United States of America) said that 
his delegation had followed the debate with close atten
tion, and had perceived the pessimistic, not to say 
despairing, note sounded by several speakers. But there 
was no good reason for such pessimism. The one fact 
that stood out was that all representatives were agreed 
on the necessity for external grant assistance. Indeed, 
if he was not mistaken, the present was the first occasion 
when that principle had been explicitly recognized. 
Disagreement turned on the type of machinery through 
which grants should be made available and on whether 
the creation of such international machinery was feasible 
and practical at the present time.
63. He must express his delegation’s gratitude to the 
representatives of Chile, India and the Philippines for 
the tributes that they had paid to the efforts of the 
American people to help alleviate some of the misery 
existing in the world to-day. Witness to that endeavour 
was borne by the sums lent by the Export-Import Bank 
to various under-developed countries, and amounting to 
close on 800 million dollars. Moreover, funds had been 
made available, among other countries, to China, Korea, 
the Philippines, South and South-East Asian countries, 
and to overseas dependent territories of certain metro
politan Powers. Most of those funds had been given as 
outright grants. As was well known, the President of 
the United States had j  recently asked Congress for an 
appropriation in the current fiscal year whereby 500 million 
dollars would be added to the assistance programme for 
South and South-East Asia, the Near East and Latin 
America. Those funds were, inter alia, for the expansion 
and improvement of railway systems, and the erection and 
extension of steel mills, cement and hydro-electric 
plants, etc. All such works would assist in raising the 
standard of living in the countries concerned. The 
United States Government had financed technical 
assistance under bilateral agreements and through con
tributions to the United Nations Expanded Programme 
of Technical Assistance.
64. He had carefully studied the amendments submitted 
to the draft resolution by Chile (E/L.195), Uruguay 
(E/L.199) and India (E/L.202). Turning first to the last, 
he would point out that sub-paragraphs [a) and [b) of

paragraph 7 of the draft resolution contained recom
mendations to countries seeking to attract private foreign 
capital. They did not apply to others. Those, however, 
who desired to attract foreign capital were advised to 
provide certain assurances and give investors reasonable 
freedom. Such recommendations could not be inter
preted as violating the rules or customs of any country. 
Each was free either to maintain discriminatory policies 
towards foreign investors or to smooth their path. The 
purpose of sub-paragraph [b) of paragraph 7 was to 
ensure that if and when foreign capital was admitted, 
investors would have the same treatment as that accorded 
to nationals in their business affairs.
65. The example of coastal shipping quoted at the 
502nd meeting by the Indian representative was pertinent, 
since the United States also forbade foreigners to engage 
in the coastal trade. Again, as stated by the Indian 
representative, a government might wish to limit profits 
to 5 per cent ; that was acceptable provided the limitation 
was not imposed on foreign investors alone. In fact, 
putting the issue in general terms, the purpose of the 
authors of the text was to ask for no privileges for foreign 
capital which the government did not grant to its own 
nationals in matters of investment. It went without 
saying that, if the Indian representative feared that the 
present wording might prove somewhat too restrictive 
for governments, appropriate drafting changes could 
easily be made.
66. Turning to the last of the Indian amendments— the 
new proposed paragraph 10 (E/L.202) requesting the 
Secretary-General to formulate proposals aimed towards 
the implementation of recommendations 14 and 16 of the 
report (E/1986)— his delegation held that the text was 
too restrictive in that it related specifically to two recom
mendations. Moreover, in recommendation 16, the ex
perts had only suggested that the United Nations should 
explore the possibility of establishing an international 
finance corporation. His delegation held that with all 
due deference to the Secretary-General, the Bank rather 
than the Secretary-General was the appropriate authority 
to consider the problem, since it had experience of the 
ways and means of mobilizing private capital for lending 
purposes.
67. As for recommendation 14 on the establishment of 
an international development authority, he must point 
out that certain governments which had formerly 
exported capital on a big scale had stated both in the 
Economic Committee and in the Council that they would 
at the present time be unable to contribute to such an 
authority. If the Indian amendment affecting that 
recommendation were adopted, the proposals to be 
submitted by the Secretary-General would have no 
practical results, since it was known that funds would 
not be available. It was obvious that the creation of 
such an authority was not feasible or practicable at the 
present time.
68. For the same reason the United States delegation 
could not endorse the Chilean amendments (E/L.195). 
The first pre-requisite for an international organ was that 
it should be truly international and supported, there
fore, by a large number of contributors. That could not 
be achieved at the present time. His delegation would



consequently vote in favour of the draft resolution which 
had been adopted in the Economic Committee without a 
single dissentient vote. He was convinced that no 
representative of a free country on the Council would 
interpret his Government’s attitude as showing lack of 
interest. The comments of representatives had made it 
clear that it was superfluous for the United States Govern
ment to stress its people’s deep concern for the under
developed countries. In the view of the American 
people, the welfare of those countries was a fundamental 
element in the maintenance of world peace. It was 
aware that the strength of the free world depended not 
only on military power, but also on moral and economic 
strength, and, above all, on unity of purpose. That was 
why the United States conception of defence included the 
economic and political rehabilitation of the under
developed countries.
69. Finally, his delegation held that the Economic 
Committee’s draft resolution would be improved by the 
inclusion of the Uruguayan amendments (E/L.199), 
subject to certain minor changes which he would propose 
at the appropriate time. His delegation was convinced 
that the draft resolution would, to quote the words used 
on the preceding day by  the Secretary-General of the 
United Nations, lead to “ a constructive programme of 
action, which would eventually result in both an expan
sion and the stabilization of the flow of capital to the 
under-developed countries ” .

70. Mr. CORLEY SMITH (United Kingdom) said that 
his delegation had voted in favour of the draft resolution 
in the Economic Committee because it was in keeping 
with the realities of the time. His delegation did not, 
however, regard itself as irrevocably tied to that particular 
text and was prepared to consider constructive amend
ments such as those submitted by the Uruguayan and 
Indian delegations (E/L.199 and E/L.202). The Chilean 
amendments (E/L.195), on the other hand, represented 
not so much a substitution of one form of words for 
another as a wholly new resolution conceived in the terms 
of a manifesto. There was, as the French representative 
had suggested at the 502nd meeting, nothing wrong with 
manifestos in themselves, but they must not be confused 
with resolutions intended to achieve practical results.
71. The illuminating discussion which the Council had 
just held brought out two points, both of which had been 
mentioned in the admirable statement made by the 
Indian representative at the 502nd meeting. First, the 
Council must not raise false hopes in the under-developed 
countries. Secondly, the proposal for substantial grants 
to under-developed countries without the support of the 
United States had no practical reality at the present 
moment. Thus, since the setting-up of an international 
development authority was impossible in the immediate 
future, it was useless to raise false hopes by adopting a 
resolution which would not give the under-developed 
countries the help they would be led to expect.
72. The United Kingdom Government, too, had made 
its position abundantly clear. It was unable to increase 
its commitments and extend its undertakings, which 
already ran to hundreds of millions of pounds, in the 
technical assistance and economic development fields.

Its share in the Colonial Welfare Development Plan and 
in the Colombo Plan was well known. Indeed, the 
increase in the price of raw materials and the burden of 
rearmament made any increase in United Kingdom 
commitments during the present fiscal year more difficult 
than last year.
73. He was under the impression that the Indian 
representative had felt that the Economic Committee’s 
draft resolution had, as it were, closed the door on 
recommendations 14 and 16 of the experts’ report. Had 
his delegation taken that view, it would certainly not 
have voted in favour of the draft resolution, since it 
believed that those recommendations were worthy of 
study and of further and fuller exploration. It had been 
the United Kingdom delegation which had first raised the 
question of direct grants in the United Nations. The 
United Kingdom Government had applied that policy in 
so far as it could, but it believed that the possibility of 
creating new institutions of equity investments or for the 
organization of grants-in-aid must be considered in terms 
of financial reality. It was disinclined to advocate the 
creation of additional machinery until it had been proved 
that existing institutions did not suffice.
74. By suggesting that the question should be further 
explored, he did not use the phrase in the usual somewhat 
derogatory sense. It would certainly be useful to have 
the views of the Bank upon it.
75. Meanwhile the unavoidable delay could be used to 
good purpose. As the French representative had said 
at the 502nd meeting, the capital-exporting countries 
should prepare public opinion for steps which were in 
many respects unprecedented. As for those under
developed countries which wished to attract private 
foreign capital, they should endeavour to create a more 
favourable climate, and should start out on that path of 
readjustment which the experts had described in their 
report (paragraph 36 et seq). The significance of the 
following statement should be appreciated : “ Very few 
communities are willing to pay the full price of rapid 
economic progress ” (paragraph 36). The pouring of 
capital, and capital alone, into under-developed countries 
did not guarantee their economic development. The land 
must be ploughed before the seed could be sown.
76. Objections had been raised at the 503rd meeting to 
the use of the word " revolution ” . He would use that 
word in the sense applied to the terms “ agricultural 
revolution ” and “ industrial revolution ", those two great 
evolutionary processes which had taken place in the 
United Kingdom 200 years ago. Much had been heard 
of the disparity existing between wealthy and poor 
nations. But also to be considered was the enormous 
disparity existing between rich and poor in the under
developed countries.
77. That gap should be narrowed if the workers in the 
industrialized countries were to be asked to accept a 
lowering of their standard of living for the sake of the 
under-developed countries. Much could be done without 
the use of capital resources on a large scale, as the report 
of the Food and Agriculture Organization had shown, 
for instance better utilization of agricultural labour; the 
recruitment and training of an adequate staff of adminis-



trators was an essential pre-requisite for the successful terms of charity, but in terms of partnership imposing a
application of any major economic programme. The sacrifice on both sides.
process of vast economic and social change was inevitably yg, in  conclusion, he would once more emphasize that the
difficult and demanded that new outlook to which the resolution marked a step forward and opened the
experts had referred (paragraph 37). The task of estab- a positive and fruitful partnership,
lishing closer inter-relationship between the developed
and under-developed countries must not be regarded in The meeting rose at 1.10 p.m.
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