UNITED NATIONS

Distr.
GENERAL LIuITED
ASSEMBLY MCT295 056
ENGLISH

ORIGINAL: FRENCH

Eleventh session
SECOND CCMMITIEE
Agenda item 27

ECONCMIC DEVELOPMENT OF UNDER-DEVELOPED COUNTRIES

Statement by Mr. Philippe de Seynes, Under-Secretary
for Meowomic ard Brcinl Aifalrs, to tie socond

LR A b L X L
Conmitt2e on 12 Deccember 1Ubo.

Mr. Chalrman,
In the midst of the turbulence of current events, it may seem strange to
1ook back upon the atwmosphere of trenquility in which the state of the world
economy was discussed by the Economic and Social Couucil last summer at Geneva.
And vet, 1f one looks below the surface of that discussion and into the
deeper meaning of the situation on which it was based one will find at least
some of the sssential clues to the origins of problems now clamouring for solution.
In discussing these matters I shall nob, of cource, deal in any way with
the proximate causes of current conflichts; instead I shall simply seek to indicate
in the broadest terms the economic setting in which these events are taking place.
IF we turn first to those parts of the world which are industrially
developed and based predominantly upoa private enterprise systems of econcny,
we find that the post-war years have seen a fairly svcady advance in output,
incomes and living standards. The naturc and extent of this advance has

been documented in some detail in World Economic Survey, 1955 which the Council

had beforc it at its summer session, and which is, of course, available to

the Second Commitbtee as well, as a general background for its discussion of

the economic items on its agenda. Particularly striking is the success which

has been achieved in the industrial countiies in maintaining full employment

in peace-time after a decade of mass uremployment before the war. From levels
ranging as high as 20 to 30 per cent of the labour force in the nineteen-thirties,

unemployment has been kept within a range of one to 5 per cent in the nineteen-
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Jittes.  Euon in arews where beyond the years of depression there bhad been
periods of relatively high levels of uremploymert which had seemed irreducible,
the problem has in many instances yielded to the forces of a dynamic effective
demand.

The rencwed expansion of production, income and employment since the end
of the Korecan hostilities is especlally significant. It has taken place
without the massive support from pent-up demand which was such a characteristic
feature of the early post-war years. DNor as in the Korean phase has the growing
demand becn a recponse to expanded military requiremeuts; on the contrary, the
expansion has gained strength in the face of significant reductions in military
expenditures. Clearly this reflects the growing confidence both of consumers
and of business over long-term procpects; a confidence not only resting on
experience of the past decade but supported by the widespread conviction that
the maintcecnance of full employment has become an attainable, not merely a
Utopian, goal. '

Far from being concerned at the precent time with methods of maintaining
full employment, the real problem, as it seems to many governments, is how to
reconcile high employment and rising demand wlth price stability and balance
of payments equilibrium. During the past year or more we have in fact seen
governments taking measures to curb the vigour of the currcnt expansion in order
to forestull the possibility of inflationary excesses. At the time that

World Economic Survey, 1955 was written, expectations for 1956 were that output

and trade in the industrial countries would continne to rise but at lower

rates than in 1954 and 1955. BSuch information as has come in since that time
seems generally to bear out these expectatious. Obviously there is no intention
on the part of governments to maintain the prescnt restraints on economic activity
beyond the point at which they cease to be necessary cither to prevent the
emergence of Vottleneck situations or to limit the spilling over of excess demand
to external transactions. Equally, however, 1t will require the utmost alertness
on the part of govermments if they are not to let the appropriate moment for

easing the restraints slip by, thereby endangering stability Lln the opposite sense.
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Cne must confess, of course, that there is still much to be desired as
regards our ability to detect and adequately diagnose situations calling
for governmental intervention; and, indeed, there 1s even considerable
room for argument as to which measures are appropriate for which occasions.

A highly dynamic economy may be subject t0 a rumber of crossg-currents; and

the task of correctly evaluating them and determining which are likely to prevail
and which to be cancelled out cannot, in our present state of knowledge -

if indeed ever - be reduced ¢o scientific precicion. The best instruments

at our disposal are a relentless vigilance and a sound economic Judgement.

We must of course be in a position to take asction to correct any tendencies
towards disequilibrium before they build up into a cumulative trend
too difficult to reverse. In this respect I believe we may take courage
from the experience of the past decade. True that our ability to overcome
tendencies towards depression has not yet been seriously tested in the
post-war period. True, moreover, that the problem of halting creeping inflation
or of preventing balance of payments difficulties provides grounds for concern
in many countries. These difficulties will now be made even more acute, especially
inwestern Furope, by events in the Middle Fast. With the reduction in the supply
of oil and the increase in costs of imports formerly transported through the Suez
Canal, serious production bottlenecks can now be foreseen. The immediate prospects
include not only the likelihood of another upturn in prices and of renewed balance
of payments pressures, but also of some slackening in the rate of production.

But leaving aside these special - and let us hope, temporaxry - problems, it
remains true that the industrial countries have experienced a record of growth

in the post-war period which few would have been prepared to predict, and that
while considerable instability in prices and the balance of payments has persisted
it is a far cry from the grave imbalance of the early post-war years.

For the industrial countries there remains, however, an economic problem,
broader than that of individual growth and stability, and more ectly involved in
the major preoccupations of this assembly. It is the problem of the underlying
economic relations of these countries with each other and with the rest of the
world. It is hardly necessary for me to point out how great an evolution in
these relations has already taken place during and since World War IT. The
system of relationships built up during the nineteenth century has gradually
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given way to entirely new forms. For its part, western Europe has had 1o

learn to adjust to the process of evolution which has gailned momentum during

the past generation. The structure of 1ts trade and its balance of payments -

of enormous importance in the economic life of the area - has shifted drastically
to conform to the necessities of the post-war world. There is no question but
that further adaptation and adjustment will be required as more and more of

the territories dependent upon metropolitan powers in western Europe mature
towards independence.

Perhaps the most important reaction of western Europe to the new conditions
is reflected in the eflforts towards the creation of a comuon market. I
believe it is clear that it 'is not the intention of those who are active in
the formation of these plans to weaken the ties of western Europe to the rest
of the world. On the contrary,it is to contribute to further integration and
strengthening of the west Buropean economy, and thereby to add to ~ not subtract
from - strength of the rest of the world. Necdless to say, an economically
stronger western BEurope can make a greater contribution to the world-wide task
of economic develepment, both in increased trade with the rest of the world and
in expanded technical and financial aid.

In the centrally planned economies it was clear that the war devastation
had been enormous and the task of recoumstruction correspondingly great but it
was extremely difficult for some years after the war to judge the nature of
economic developments. The statistics now avallable have helped to assess
properly the meésure of achievement of these countries in restoring and expanding
their standards of living. It is evident that the rate of industrial
advance in these countries during the first post-war decade was extremely rapid‘
and sufficient t0 increase significantly their share of world output of some
of the basic commodities, not only as compared with the immediate post-war
years but also in comparison with the pre-war period. A vast new industrial
capacity has been established in countries of central and east Furope;
starting, as most of these countries have, at very low levels of economic
development, their growth has naturally drawn world-wide attention, especially
among countries which themselves face the tremendous tasks of economic development

ahead of them.
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Events in recent months as well as official statements, have revealed
the high price that had to be paid, however, for the lack of balance that
characterized this rapid growth. I shall leave aside here as not relevant
to our concerns in this Committee any elements there may be of a purely
political character. Opeaking simply from an economic point of view, it
has to be said that the extreme imbalance sssociated with the rapid industrial
growth created scvere stresses and straing in the economic system of certain
countrieg. Agricultural development has been insufficient, and even within
industry dangerous disproporiions were allowed to develop despite the planning
process. The agsuwmption was nmade that oubpnt could consisteptly be forced
upwards without allocating a sufficient proportion of the additional resources
becoming available to the satisfaction of the claims of consumers who were,
in the last resort, supporting and carrying the whole structure. Indeed,
in a fow countrles real wages were actually declining for about three yesrs
up to 1953. A4nd il now this trend has been reversed it seems that the recovery
has been ingulficiently rapid to revive the people's sense of participation
in the economy which ic so necessary to social stability. There are numerous
signs pointing to a reconsideration of the economic outlook, hoth luternally and
ag rercards their relaticns with each other snd with the rest of the werld, Certain
adjustments have already been made, but it is clear that the proccss is uot yet
complete.

Turning now +to the situalion prevailing in the under-developed countries,
we must admit that in spite of meny hop.ful elements in the recent record,
we are far from having broken the back of the problem of mass poverty. The
gravity of the position does not lie gimply in the fact that we are compelled
to report a widening of the disparity in rer cepita income between developed
and under-developed countries alpce pre-vor years. More sericus is the fact
that the past few years have witnecsed no tendency for this procescs to be

reversed, or cven arrested. As wazg pointed out in World Economic Survay, 1955,

while agriculture and manufacturing have each expanded at rovghly similar

rates in the under~developed as in developed countries, the rise in total

output has been smaller iu the under-developed reglons because agricnlture,
which expanded at a much lower rate than manufacturing in both regions, accounts
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for a much higher proportion of total output in under-developed countries.
Population growyth, moreover, has been increasingly more rapid in many of the
under-developed areas than in most industrial countries. The combined
difference .in output and population is reflected in a striking disparity in
per capita growth: whereas in the developed private enterprise economies
per capita output has risen about 45 per cent since before the war, in the
under-developed regions the rise appears to have averaged about 5 per cent.
The failure thus far tc set in motion forces of cumulative ecénomic growth
"throughout a large part of the world is, in the long run, the most disturbing
singie‘feature of the present world economic situation, ecspecially in view of the
efforts,‘both national and interrvational, since the war towards the promotion
of economic development and the amount of energy and talent devoted to the
study of these problems. It has regrettably to be said that all that has
been done thus far in this field - and I do not wish to under-rate the
progress which has been made - can only be regarded as woefully inadeguate
in therlight of the facts I have cited.
This ipadequacy applies both to the domestic and to the international
fields. To take the latter first, let me refer briefly to commodity trade.

As 1s shown in World Economic Survey, 1955 trade in primary products, both

food and industrial rav materials, in the post-war period, has lagged behind
total world trade. It has also lagged behind world ocutput of primary products
and even more sO behind world manufaciuring production. Since international
trade, and specifically the export of primary producits, constitute by far the
largest source of foreignh exchange required for financing eccnomic development,
to vital importance of such trade to the under-developed, as indeed to all
countries cannot be over-estimated. I cannot do better in this connexion than
to quotethe words of the Secretary-Generul in the Introduction to his current
aunual Report on the Work of the Orpanization:

"A more stable and expanding foreign trade is the most essential
economic condition of, and will supply the greatest financial resources ]/
for, the nececsary acceleration of the processes of econcomic development.”=

1/ Document Af3137/8dd.1, page 5. [oas
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Of no less concern than the long-term trends is the ins' ability of trade
in primary products. -The meubers of this Committee are, I tm sure, femiliar
with the statement made by the Secretary-General to the last session of the
Economic and Social Council on 16 July 1956. As he pointed out at that time:

“... One of the most fundamental of the lessons we have to learn from
the economic developments of the past ten years is that economic
stability in the highly developed countries is Ly no means a sufficient
condition for stability in the demand of these countries for primary
preducts. Despite full ewployment and rapid growth in industrisl
countries, few under-developed countries know from year to year where

they stand regarding their export incomes and their supply of disposable
Foreign exchange.

-++ It is enough tn realize that a change of ounly 5 rer cent in average

export prices ias approximatlely equivalent to the entire annual inflow

of private aud piblic capital and government grants to under-developed

countries. ..."

The Secretary-General added that there was no magic formule for solving
the problem of commodity price stability. The Committee will note from the

. . ‘g ik
Report of the Ecounomic and Social Coun01l—/ and from the Secretary-General's

Annual Report to the General Assembly that much consideration has been given
in the past year to the question of commodity trade. Revised internationsl
agreements were madz in wheat and sugar and an agreement concluded earlier on
tin came into force during the year. These are the only three commodities
in which international agreements are in foree at present; an agreement on
olive oil has also been concluded but has not yet been ratified. Other action
in the commodity field includes the establishment of a vorking party to consider
the need for action in cocoa. Seen in the perspective of the decade as a whole,
however, these results eppesr very meagre and it is clear that the problem of
commodity instebility remains one of the greatest weaknesses in the fabric of
international economic co-operation.

It must also be said that the policies concerning aid to under-developed
countries are still in a relatively early stage of formation. In this connexion
we should note the growing tendency in many quarters to lock upon the United

Nations as a proper vehicle for enlargement of aid brogrammes, and to attach
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more importance to internationslization of aid than has been customary hitherto.
I have no doubt that bilateral forms of aid will continue to. play a major and
probably even a predominant role and I certainly do not see eny necd for confiict
between bilateral and multilateral prograrmes. On the contrary, as has been
pointed out in certain speeches in the General Debate in Flenary, and as the
Secretary%Géneral has also had occasion to stress, the two types of programme
should mutuslly support each cther. In this context it appeafs that the
international organizations may gradually be assigned a more important role,
whether as intermediaries betwecn Covernuents or as ageucies contribﬁfing

to the disinterested elabora’ion of a system of standards and criteria for
rrogrammes of internssional aid.

Undoubtedly the most significant step taken this year to increase the
international flow cf capital funds to the under~developed countries hés been
the esteblishment of the International Pinance Corporation. The Committee will,
I em sure, recall that it has helped to initiate the studies and éxplorations
which have now led to the creation of this new instituticn. There has algo
been an increase in Government action over recent years to promote the flow of
rrivate capital. The measures takea include relaxation of erchange restrictions,
guarantees of private foreign investment against extraordinary risks, and
reduction of internaiional double taxation, Timely as these actions have been,
they have not had more than a modest impact on capital movemeuts and the
situation has now beern clouded over by the tensions renerated by recent events.

While capital movements and the belkaviour of cummodity prices could, under
favourable conditions, greatly help to acceolerate a process of development
already begun, they are no substitute for the most effective internal mcbilization
of resources in these cowntries,

Industrialization has become a key-word in our thirking here and the
determination of under-developed countries to industrislize is a fact which the
advanced countriec have come to accept. They have recognized *that the advantages
of internationel specialization are not necessarily set aside iIf under-developed
countries seek to produce for themselves industrial goods which they head
previcusly imported. On the contrary, the putting to work of wnutilized or

under-utilized resources in industry may often provide tne only mezns for a rice
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in real incomes sufficient to iacrease the degree of participation of a
particular country in international specializetion and exchanrge.

‘The importance of industrialization is properly reflected in the Economic
and'Socigsl Council and in the work of the Secretariet. Only this yeear, the
Council has laid the foundations of & programme of studies and panel discussions
which aims at the dissemination of experience recently acquired in the field of
industrialization of uncer-develuped countrics, particularly within the
framework of technical asgistanco.

While the importance of industrialization has been well grasped in most
countries, it has not alweys becn ocgually well understood tinat industrial
development should not oceir &t the expense of sgricuiture. A rirce in the surplus
generated by the egricultural sector over and al.ove i*s own necds is essential
to provide the additionel savings required to finance the new iavestment. With
relatively rare exceptions it may be regarded as a fairly safe general rule
that the growth of agriculture must go hand in hand with that of industry.  The
extreme examples cf the fallure to appreciate tlis rule are to be found in the
centrally planred economies where the stagnation of agriculture for many years
has become a major stumbling bleock to further growth of thoe econony. The
lessons to be learned from this experience are by no means confined to the
centrally planned economies. Since industrialization is uuually associated
with the migration of agricultural labour to the towns end with rising incomes,
it is inevitable that the dernand for food should increase greatly, especially
in under-developed countries where food coasumption is far below requirements.
And, in a very real scnse, food may ultimately prove a mcre serious bottleneck
than even raw materials, capital equipment or skilled labour. Few countries
can increase exports sufficiently to pay not only for imports of raw materials
end capital goods but also of fcod to meet expanded consumption requirements.
The increased demand for food must thercfore be met from home production, lest
countries be confronted with grave inflationary and valance of payments pressure
that would ultimately frustrate the process of economic development.

This is5 a time in which major adjustments have o be made. It is natural
to think that the main econcmic burden of changing couditions in the world shall

be borne by those best equipped to do so. However, the burden cannot be assumed
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exclusively by those countries if the maximum benefits of international
co-operation are to be secured. Furthermore, these adjustments must take time -
a heavy price would be paid if pressures were built up to the breaking point.

The world economic situation confronting this Assembly and this Committee calls
above all Tor a mutual accommodation of interests and for the utmost wisdom in
carrying out the Charter's objective of "harmonizing the actions of nations" in

the attainment of conmon ends.
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