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FINANCING ECONOMIC DEVELOPMENT OF UNDER-DEVELOPED COUNTRIES {E/1970) AND REDCET i
THE GROUP OF EXPERTS APPOINTED BY THE SECRETARY-GENERAL UNDER ECONOMIC AND SOCIAT
COUNCIL RESOLUTION 290 (XI) ON MEASURES TO REDICE mmmnmr AND UNDER-
EMPLOYMENT TN UNDER-DEVELOPED COUNTRIES TN LICHT OF REQUIRMEN’I‘S OF ECONOMIC
DEVELOPMENT (E/1986): GENERAL DISCUSSION s

Mr. BURY {Australia) said that he was aftendim the Comlssion as en
expert end not as & representative of his Goverrment, which :t‘elt that the Eooncmic
Empleyment and Development Commission h&d h:emconsti’suted a8 an inﬁependent hody
of é:tperbs to meke recommendationa for the consideration of Govemente. ;

7 e congratulated the group of exnerta on. their report (E/l986} which
provided 4 useful basis f’oz: discussion. The réport had h«owever cer‘tam faults
both of emphesis and of cmission. A ;Larga part ‘of .1t should have. been devoted to
an appraisal of the measures already taken to promote development 'but a8, the report
‘mede no reference £o such international action its reccmendations had ‘bu:!:

limited value. : /An ineviteble
* Alteynates,

s



E/CN.1/SR.108 -
Page 3

An inevitable drawback of reports by experts was that they were of
necessity general in approach whereas economic development: wds a highly specific
subject closely related to the circumstances prevailing in each country. - The
global'approach in surveys “of conditions in sdvanced countries was :often mislead .
and as appliedito.the‘under-developed countries was almost valueless: The repo:
over-stressed‘the importance of plans and did not plece sufficient emphasis uoon
the importance of establishing the conditions for spontaneous econcnmiic growuh Tt
vas also unduly mechanistic in outlook. I S

An analysis of the conditions which hed ‘enabled thé advanced ¢ mbries
to reach their ‘high standards of ‘1iving was the best:gulde for the devel. c gt of
the- under-developed countries. The relatively high standard of living in she
more industrialized countries vas largelv due to the progressive gpplication of
scientific methods coupled with a highly materialistic phildeophy ‘and ‘a gradual
repudiation of social end religious ‘customs which would have made ‘any -réal progres:
impossible. tThe Commission should not disregard the fact that redical changes
vwould be necessary in the outlook of the peoples ‘of many under-developed countries
before substantial ecenomic progress ‘could be mede. The under-developéd countrie.
should also consider the consequences of & redical change 1n thelr vay of Iife,

_ Otherwise outside assistance could not meterially improve théir lot. For exsmule
far-reaching changes in the enimel end agricultursl husbandry practices in many
countries would be necessary, for resal progress could onlJ be mads if those
practices were divorced from religion. '

Another problem vital to economic develorment, mentionsed in the rf E
was that of population. In many countries any rise in standards of liVinQ thrcu,
economic develosment WOuld “be threatened by resulting increases in population.

The prosuects of raising living standards 8o quickly that they would impose a chec.
upon population growth appeared most unlikely end e more direct approach was
needed The prdblem of preventing any further increase in the population of
certain countries should therefore be urgently drawn to the attention of the
Economic and Social Council. o ‘ T o

The issues to which he had referred were essentially matters for the
consideration of the countries concerned Moreover economic development depended
largely upon the perseverance of the peoples of the countries themselves. ‘Advance?
gtages of economic development had ususlly been reached as a result of individual
effort. Outside capital or other forms of aessistance had never played more than :
marginel role in attaining that goal. The over-emphasis on internationel factors

/in economic
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“in ‘economic development might even obscure the fact that the peoples of the
‘countries’ concerned must make- substamtial efforts 1f any true progreds was to be

‘made, TFurtheimore, a disregard of the domestic factors might creste falsé hopes
vhich could not be fulfilled, end thus lead to a sense.of frustraticm. -

' “ As he felt that domestic factors were the necessary foundation of .
mt;emational measures, he was interestéd in the reaction of members of the = -~
Commission, particularly those from the. under-developad ‘countries, ‘towards the
report 's recamendations in that field, ' BT

, , Hig chief misgiving as regards the international recmnmendatj,ons inthe
report arose ‘from the fact that facilities offered by the existing institutions
fulfilling developmental functions, apart from the Internationel Bank, hed not:
‘been sufficiently examined as to their possible expension. Neverthelese, extensi::
‘ adﬁitities had already been undertaken by United Nations agencies. - Certain -
European countries had launched ambitious colonisl development schemes, = . Meny

" countries were participating in the Colombo Plen, colonisl plans and thé work of

: the Unlted States Economic Go-operation Adminisjb‘ratién should not be fargotten.

--Such activities should provide the practical foundation for future progress.

. : When propésing the creation of new institutions, the experts had .
Aappaxently overlooked the lack of suiteble pérsormel. Tt was extremely: d;_ifiicult
to recrult the necessary qualified senlor staff for alrsedy established. organiza-
tione and the problem would become even more acute 1f nev orpanizations hed to b:
gtaffed. In aﬁdi’ciﬁn no newfma.chinery should be created unleas the Commisa’cn
were :shown that no other solution to the. problem coeuld be found.. = - .-

In dealing with the: mcomnendations in the report, the Cermnission ahould
.»:,s~aseess the ‘work of existing institutions and suggest practical rather then global
solutions , taking into account. the ‘problems arising out of the rearmement.
programmea. ~ Such demands of reesrmement vwhich made it possible for somp under-
dgvgloyed countries to carry on development without any large outysid'e«mate;fiai.
assistence, would be benaficial to those céuntries,’ Y\ that~ stage, however,
1t should be possible for- the Coxmniasion to- plan for the time when rearmement
~ peeds had ’been met and the more highly i;:dust: a]ized countries would heve:
~ resources to pare for overseas mvestment. -

A
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The CHATRMAN, specking as the representative of Irazil, pointed out that
the experts! report (E;’1986'3 had béen' correctly presented as & counterpart to the
report on full employmect enlmiited the ;revio&w yea.r; The repre&@ntatis‘aa of {
the under-dcveloped couiirles he’. often stressed thet action to help thove Brepn
develop their industrinl pou wmﬂ was one e",,ulen ::a,,r of snm‘”‘ng full employ=
ment in the more edrenced c.a.‘ma..j ;es. As a matieyr ol tact, the Chinege represom »

tive at the Couriszion's firs. Hacsion hid po nted out the clcse connaxion betwesn

economlc developzont and Tull ennio : ‘ . , KEEUE T
The 1&sz thas thore wei "u 'vnses::pio:ment in ‘t‘he‘unds;"-deyaloped- eourm‘iaa
was erroneous., The real inc ome of rovkovd gzie them ba;'eiy arough to live on
Indeed, one of the mcst seriousu;pro‘;lems confronbing the u:z&er-develcpe'd oqu‘ntrie@
was infleation. . .
At the root of the econoric bar‘ka.rarunaas of over one-ha}f of the worl&’s
population wes lack of cepital and rot porul abion presnare. The repord fteelf ;i
in paragraph 135, expressea dcubt that eco“':mo develotseit wirad 1*19?1&%&13’ bb
dissipated in population growth., That viav e.ssmﬂed ediled iwporterce in the
light of the statement Mr, Bury had Just mede, Lk of capiisl, evem im'thy -
sparsely populated under-developed comztries, pre'ren‘cad the inhabitante’ f‘rm
carning & reasonable income, thus the wide disparity ‘between the per c&pite
income in the more highly developed countries end the under-developsd wontriesi :
could not Ye escribed merely to population factors. In the densely populats i
countries the problem of cepital formetion was d1fficult, for the increags 113
population was not accompanied by & para.llel rise in capital formation. The - o
sconomicelly under-developed gountries needed to maeke cxtensive investments 1n
public utilities, education end senitation, tut the accumulation of damestm :
capital could not keep pace with the poou«&hrn growth. For those ressons it mi
essential that much foreign capital should be invested., It was in view of ths S
significant role of international financing in the economic development. of the .
under-developed countries tha.t the Philippine rapreaenta.tive had ausges‘be& tha’t
the Commiasion - should begin 1ts work with a discuseion of the reccamendations
in the experts' report relatmg to the flow of internat:lonal capital to the uiﬁa'i’*
developed countries. ‘ ST
The sense of the Commission seemed. to be that the problsm of the ecr*n"anie
development of the under-developed countries could be . mlved only if &l mt:logs“
tried to settle their particular problems within the international framework 'oi: ‘
the basis of rational co-operation. He wished to stress the dacieive impcrtance
of foreign capital in economic development and the need b pey apeci&l attentim
to economic inetitutions such as those referred to in recommendation 8. .

More tham |
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S Mora than ha.li’ of the people of the world were caught in a vicioua \
circle. Low produotivity made it 1mpoesi‘ble for them to buy ca:pital goods ,
ri'ﬁi:l.tih vould enabls them to incresse their }groduction. Foreign. eapital from
\pri‘vahe jndividuals or institutions, however, would help to svlve their problem.
, , . F\xrthermore 1t was imperative thet international trade should con-
tri‘buta to raising the standard.s of living throughout the world by & custonis
~mm which: d1d not exceed the- limitse of production. Unfortunately, countries
N whioh were dependent on one or two exports often resorted to & system of -
imtimal protection, which reduced the rate of domestic capital formation,

In em.smering that pro‘blem reconmendation 9 wag of ﬁmdamental impoxftance. :

A EZEXIEL (Food and Agriculture Organization), speaking es &
tmhniwl expart réther than as representative of FAO, said that the experts®
rqpm’t (E/l986) would be before the forthcoming session of the FAO Council, He
wished to make & few brief camments in the 1ight of FAO's experience, o

The gqueetion of undemmployment in the under-developed countriee was

cf pa.rticular concern to FAO, for the acmcmies of most of the mder-developed
wtmtriea were chiefly ag'iculture.l. The mcamnendations in the report o
. eorinc:idad in many pointa with ‘the conclueims FAO héd reached from experient:e.
Ba wcndared, hmrever, why the experte pad made no reference to measures already
ta&an to promote ecomomic development. The Guestion of government action to
cen'hrol monopolies and the number of Industriles, for e:na.mple was approa.che& -
o an unrea.listic basia.» The mdsr-daveloped countries were hampered by a la.ck'
of odnc&tim *by under-ﬁsvelo;)ed industries and mder-developed gmemenml andt
;a&minietrativa services. ‘ Their ability to direct ‘and, cantrol far-reaching S
‘ PWMQ was limited, It was ,just as essential for them to 'build up & corpa :
of trained administrative workers as 1t was to educate technical staff. If such
dirriculties ha,d. been more fully considered the recommendatians a.ncl ccmments
:Ln tbo early cha.ptrere of the report might have 'been altered.

_He S'X-Pressed hie apyreciation of those sections of the ‘report which
atreued the need for education as a part of the process of ecm@nic dev«slopment.
vIn atud,ying the USSR before the war, and other Eastern EurOpean countriee the
Maditerranean, the Far East and Iatin America “since the war, he had been ‘
particularly struck ’oy the emphasis there l&id on mase educa.tion. The ccmmmist

/countries «
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countries seemed to have modelled their approach to probleme of eoonomm
development on the practices of the United Kingdom and the United States y except .
for the way in which they orga.nized ‘the control of bueinese and their government _
structure., They had apparently teken the materia.listic techniques of the
western world as their goal and had ettempted to teach their pecple to apply
science to all pheeee of their Qaily life, Other under-developed c_ountriee hagi
appamntl& centred their efforte on administration or direct econamic development
and had laid little stress on mases education.l Rd.pid eccnomic development could
not be achieved, however, unleea the people were wholeheartedly in favour of. the
programme . Education increased the people's abllity to participate in economic
development end conditioned their attitude towards such a programme, so that .
they were willing to renounce customs é.nd traditions which blocked the road to
progrees, Ivaioo and Turkey were 1lluetrations of countriee where effectlve
progremmes of ed.uca.tion and social reform had been carried out in conjunction
with technical developments in induetry and agriculture, and with the

maintenance of democratic contarol of thexr institutions.

He welcamed ‘the report'e etreﬁs on the fact that the reform of existing
social conditione Wag & necessary pre-omdition for econcmic development. FAO
felt that ecqnomic development oould not teke place unleee the institutional
arrangements within which fa.rmere worked were such as to encourage them to expand
thelr production. land tenure syeteme, farm texation and other soclal arrange-
mente might transfer so much inccme from the farmsr to other groups that he would
have neither the d.esire nor the means to adopt new methods or to increase his
fam'§ output. Unhealthy 9 uneducated fe.rmers were not effective .producers. Step: .
to modernize such aspects of the eociety might be just as important for agri-
cultural development as new technical methods of prod.uction end advisory services.
Both administrative and legielative chenges would be necessary ,to correct the
situvation., It was pa.rticularlyvdifficult, however, to dring about changes in
countries where the same group that profited from the exlsting situatlion also
controlled the administrative and legisletive branches of the govermment. The
eXperts pointed out that such groups must recognize that the consequence of
thwarting the modernization of their social etructure might be revolution.

[With regard
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With regerd to the specific measures .recommended, he had been: . ditv.
impresged by the high figure estimated as the. emoimt of.external capital needed g
to finence the esmnomic development of the under-developed. comtries. FAO
hﬁﬁ‘ considered the same question two years earlier and had reached a figure. ' .. -
60 per cent lower then that reached bj the group of experts, fThere had, of
cowﬁ%, ‘been: new dsvelopments in the intervel, which might accomt for such 8.
largeincreﬂse. o : : , R

He agreed with the other repressntatives.who. had pointed out that ‘\
the a'o\tp of experts had- failed. to relate its “ecomm»vaﬂtims‘m' the work which .
was alresdy being dome. That was particularly clear from the proposal to establISh
an mﬁematiwal development authority. According to recomsndation 1k that - '
authority was to asaist the under-developed countries in. praparine,, co-ordinating
and mplemting their programmes of economic dévelopment. In that connexion,
he wished to Inform the Commission of an exper’zeat .made the,previous year by . *
FAO in co-operation with the United Nations and %he International Bank for
Reconstruction and Development. An international training centre-had been
esteblished at Lahore %o teach people from the. undér-developed countries in
Asia how to eppraise end formulate ; in terms of economic end administrative:
feasibility, economic development projects. Fifty-five people from eight
countries in Asia had attendsd the course and the whole experiment had proved
extremely successful, Similar courses were to be hold during the current year;
one -in Chile for the latin Americen countries and one in Turkey for the countri’es: '
of the Middle East end the Mediterrenean basin, Thus it could be seen that '
some work had already been ,mder’cakan along the lines recomnended. in the- report.*

, M:u SCHNAKE VERGARA (Chile) recalled that he had been opposed to the
1doa of holding a general debate because he had felt that the short time availeble
to the Gomiasion would be better spent in dealing with the specific reoomendatias
in the report and attempting to reach a decision on them, However, since the
Gmia,aion ;1&@ decided to hold & general debate, he would make & few basic
The authors of the report deserved congratulations for the way-in- which
they had rdllowéd the pattern established in previous United Nations reports on
related subjects afid for the concrete recommendatione they had srrived at. The
report was the firet attempt to co-ordinate all the divergent ideas expressed

on the subject during the past few years, /The representative
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The representative of Australia hdd implied that each of the under-
developed countries should be respomnsible in isclation for its own economie - -
develoment end should try to follow end imitate the way 'in ‘which the - z
industrialized countries had achleved their higher standerds of living. Such =
an approach vas totelly different from and alien to the whole pattern of
United Nations activity, ‘and 1f it were now to be adopted thé United Nations
would have to retrace its steps &nd ndo elmost all the work already done .
in the fleld of pr’dnoting economic develdmment and 'a.chieving ‘full employment.

It should always be borne in mind that the fundamsntal objective of the

United Nations in the econémic field accepted by the group of experts was to
achieve welfare through full employment, end i1t had been generally recognized:
that full employment could only be achieved by means of an expanding world economy,
mvolving, as its basic element, the economic development of under-developed
countries. ‘Thus to assist in the ecernomic development of under-developed countric
vas one of the most important tasks of the United Nations and the Orgeanization
would bé falling in its mission if it left the individual countries to do
everything by their own unaided efforts. If the principle’ of common and -
co~ordinated efforts by both ‘the less and the more developed countries was lost
sight of and the intermational ‘endeavour was dispersed, the edonomic develcpment :
would not move -ahead. ' : R : : ) L

Some representatives haed criticized the report on the ground thet it’
did not glve an adequate analysis of the préconditions and conditioms which
mst prev&i.ii in the under-developed countries before any development programmes
could be put into practice. Such a criticism was quite wnfounded since the
report contained a full chapter on the subject, entitled "Preconditicme of
Economic Development®. The FAO representative had implied that the report
did not dwell sufficiently on the need for education, That was not the case,
since chapter V dealt with the question quite fully and some of the functions
of the proposed International Deve’lopment Authority covered that fleld
specifically. '

/In the past,
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« -In the past, 1t had also been true to-gtate that steps should be
taken %o creste & desire for progress among -the inhabitents of the under=
developed countries, bput that aim had been achieved long since, The time had .
nov conie for an effective internatiomal co-operation for finencing to take
conorets steps to satisfy the desire for progress, because,.if -it remained. . . .
unse,tiéfied, it would only serve to destray the economic, political and social - -
stability of the countries concerned. It wes therefore essential to attack the
problem as e whole and to adopt eome definite, efi’ootive and adequate measures .
for 1ta solution, - < ° . ) : : SRR :

The report should not be criticized for failing to deal adequately..
with the work already accomplished, The experts would have been duplicating
the work of previous groups if they had recapitulated in deteil all:-the past -
work on-the subject.,: Inai;ead, they had quite rightly kept to their:terms of -.
feferende and had produced a very satisfactory-document, It was quite true
that mach more Gould have been sald about the existing internal conditions
- in eagh of the under-developed countries, Doubtless .they should be taken intoe.
account end certain requirements had to be fulfilled before any programmes for . .
sconomic development. could be.-put into effect. Those points, however, had been
anply discussed in the past by the United Nations and there was no need
to dwell on them further during the current session. The report itself devoted
several chapters to these Questions. - : : .- ,

- There wers however some . points whioh had not been given adaquate treats
ment in the report. For example, 1t failed to analyse fully how far.the highly
developed couniries would be able to help in the eccnowle development of . the
 undsr-developed countries, not in terms of meney, but in terms of sclentific.. .
knowledge and experience of consciousness about the problems of under~development.
o the other hand, the report was extremely rvea,li-,a’tiq'-in.ijba .approach to the
need for & vory considerable foreign finencisl assistance, although the
calculations of the mmount of foreign capital needed for an effective develomment
progremme might be Questioned. It had elss poirted out quite rightly that,
althoﬁgh the amounts needed to meet the requirements were very high, they actually
represented an extremely small percentege of the national incomes of the highly
developed countries. Thet was not an utopic approach dbut a highly realistic one,. .
Those countries had already been‘investing in the past much larger sumes abroad
and the success of the Furopean Recovery Programme showed how much could be done

when & real effort was made, It was also realistic to expect the International
. ,Bank .
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to
Bank to increase its lending to under-developed countries up/ 1,000 millicn dollare

annually, Another extremely important point mentioned in the report was that
rearmement should not be allowed to Interrupt the development programmes complete.
and that the under-developed countries should be assured of a regular and
adequate supply of goods and services. He warmly supported that suggestion and
proposed that the United Nations should urge the countries concerned to guareantee
that the development rmrogremmes of the under-developed countries Just as essential
as reayrmament ltself would be maintained at a given rate in apite of rearmament,
by reserving a small percentage of 1ts production for those purposes.
He felt it would be useful to establish an International Develorment
Authority as proposed in the report in order to provide some central co-ordination
for advice and assisteance on all the econcmic develoment end technical assistance
programmes, If there was no such central organ for cowrdinatioxi, the specialized
agencies might each have their own offices to advise the under-developed
countries on questions of co-ordinetion end there would then be confusion and
duplication of work, In fact such overlapping and waste existed now and
should be avolded. He also agreed with the suggestion that some different form
of finencing shonuld be used for non-self~-liquidating proJjects and, in that case, it
would be more than ever necessary to sstablish a central co-ordinating authority.
The Internetional Bank/?g'%eatedly stated that the finencing of economically
feagible mrojects offered no difficulty. The definition of “economically feasible’
would be required, however; the proposed financing of "soclal overhead"
projJects by some speclal means was very useful, Co-ordination between Investments
in economic and in sccial projects muet be made, thus enhancing the economic
effects of both and avolding the possidle perniclous effects on the balances of
peyments of the under-developed countrilss. '
The report did not deal adequately with the question of internationsl
assistance in developing the domestic resources of the under-developed countrles
but he would deal with that question later, when the Commission dlscussed the
epeclfic recsommendations,
_ Conoluding his genaerel remerks, he emphasized that, throughout its

discussions the Commission should always bear In mind the easential link between
the question of full employment in the more developed countries and the economic
development of under-developed countries. )

The meeting rose at 12,40 p,m,
18/5 a,.m, g '1: 2 —— g





