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Thig report contining on analreisn of the replles roceived from

A pmmend o 1R Easd e ad s Sl N I PRI § 3
govermments and coeelelined ooonslas & Lo gquastions anboitted 40 them
by the Secretery Cunerel soucoraipne neclen® ond dnhevastisnzl acstion

to achisve or mainiain 1u%1 crplopzent and oconomic ztability end
concerning any publicly available plans to prevent a decline in employ-
ment and econcmic stability.,  At-the time of thé inquiry in the middle
of 1948, unemployment in most of the couhtries was relatively low,
Indeed, inflationary pressure rather than lack of effective demand was -
the primary problem in most cases., The questions addressed by the
Secretary-General to the various Uovemments dealt érimarily with ;he
probléms which might be faced after the "speclal factors of tempérary
duratiort! of the immcdiate post-war pericd have ceased to operate.

In view of the slackening of economic activity and the rise in
unemployment in a number of countries in 1949, the problems dealt with
in this inquiry no longer relate to future contingencies but to present
needs, B

This study was initiated by the Economic and Sociel Council at its
sixth session when it considercd a resolution on employment referred to |
it by the United Nations Conference on Trade and Employment at Havana'g/

and approved a rosolution,z/ the relevant parts of which follow:

"The Economic and Social Council

"Paking note of the resolution unanimously adepted by the United
Nations Conference on Trade and Employment on 4 February 1948;
"Endorses the opinion of the Conference to the effect that the

studies which have becn initiated dealing with the achlevement

1/  See Documents E/1111 end E/1111/Addenda 1 through 7.
2/ Document E/635, L February 1948, United Nations.,

104 (VI) ECOSOC.
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and maintenance of full and productive employment should be
advanced as rapidly as possible, and that attention should be
given now to methods of ensuring that high levels of employment
and economic activity shall be maintained even when special
factors of temporary duration now prevailing in many countries
have ceased to operate;" ....
and
Requests the Secretary-General (a) to arrange with Hembers of the
United Nations and, where practicable with non-members, for the
submission of information concerning action they are now taking
to achieve or maintain full employment and economic stability and
concerning any publicly available plans to prevent a future decline,
(b) to arrange with the appropriate specialized agencies for reports
on plans which they have prepared and resources they will have
available to assist members of the agency to prevent a decline in
employment and economic activity and (¢) to prepare as soon as
practicable an analytical report based on the information received."
In implementation of item (a).of the resolution of the Economic and
Social Council, the Secretariat designed 4 questionnaire, reproduced
below, which covers the various aspects of the relevant economic poliéiés
and measures which are being taken or are proposed to be taken by
individual Governments in order to maintain full employment and economic
spability, or to prevent a decline in economic activity and employment in
the future. In designing the questionnaire which follows, consideration
was also given to Article 55 (a) of the United Nations Charter, quoted
below:
Article 55 (3) seees the United Nations shall promote
"a, higher standards.of‘living, full employment, and conditions of

economic and social progress and development;"
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and Article 56;

"All Members pledge themselves to take joint and separate action

in cooperation with the Organization for the achievement of the,

purposes set forth in Article 55",

Replies were requested to each question, but since the questionnaire
was addressed to countries with widely differing economic systems and
structures, it was anticipated that some questions might not be
applicable to some countries; ‘in such cases, it was recquested to state

in the reply that the question was not relevent.

Questionnaire

A,
1. Has your Government made any commitments concerning policies
or programmes to promote full employment and economic stability in
the form of constituticnal provisions, statutory provisions, Government
pledges and declarations, Please send the major official documents

pertaining to these commitments.,

2e Has the responsibility for the implementation of a full
employment programme been allocated among existing ceﬁtral or local
agencies, or have special agencies been set up or planned for this ’
purpose., Describe the functions of the agencies with regard tos

a. Obsefvation, analysis and appraisal of economic trends to
determine the need for and the type, timing and magnitude of possible
governmental intervention;

b. Preparations of full employment plans, programmes o: projects;

¢, Execution of such plans, programmes or projects.

Please enclosc the major official documents relating to (1) the structure

of the agencies including, where relevant, material pertaining teo the
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relationship botween central and local agencies, (2) analyses and
appraisals of economic trends affecting the maintenance of full employ-
ment, (3) scope and magnitude of existing plans for maintaining full

employment,

B,
3. Estimate the magnitude of the average total unemployment and its
relation to total workers for the year 1947 l( Describe the structure
of the unemployment, e.g. to what extent it is due to (a) labour
turnover (b) inadequacy of mgterials and equipment, or (c) lack of
adequate markets; to what extent it is concentrated in special

industries or areas, etc.
/% #hat measures are being taken to eliminate unemployment?

5. a, What elements in present Government economic policy are
aimed at preventing a decline in economic activity in
the future?
b Are there any "automatic economic stabilizers" inherent
in the existing govermmental econcmic machinery which would
tend to mitigate a decline in effective demand? Do they
include:
1., Maintenance of governmental expenditures on goods and
services in the face of a fall in revenue resulting from
a decline in economic activity;
2, Payment of unemployment benefits without increasing the

contributions (or perhaps even reducing them);

1/ Include under total workers all hired employed persons, plus all
unemployed, Should the data at your disposal correspond to a
different concept, explain their coverage, for example, whether
they Include agricultural or domestic workers, etc,
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3+ Government guarantees of prices paid to farmers;
4, Any other measures: specify,

6. Are any short or long run national economic plans (including

development plans) in opcration based on the full utilisation of
available resources? If so, explain the methods of allocation of
resources and of assuring an effective demand for the commodities

produced under the plan.

7 Should unemployment develop as a result of a deficiency in
effective demand, what programmes and provisions are available to offset
it? To what extent, if at all, do they include:
-8 Increased governmental expenditures on goods and services:
1, Public works and developflent projects;
2. Investment by existing publicly owned enterprises;
3. Other measures: specify.
Indicate the scope and magnitude of the existing programmes.
b, Stimulating consumption through:
1. Increased payments (in money or in kind) of allowances,
benefits, pensions etc.
2. Subsidies.with the view of reducing prices or raising
wages in private enterprises;
3. Reducing profit margins in governmental enterprises; in
private enterprises;
L. Reduction or change in .structure of taxation;
5. Other measures: specify.
¢. Encouragement of private domestic investment by:
1. Reduction or adjustment of texes;

2, Facilibtation of credity
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3¢ Reduction of interest rate;

L, Other measures: specify,

d, Increasing net exports by means of:

1, Government grants to foreign countrieé;

2, Government loans to foreign countries;

3. Incouraging private loans to foreign countries or
direct foreig£ investment; if so, what measures are
contemplated?

L4, Other measures: specify.,

€, Any other measures: specify,
8, Should a decline in effective demand develop, is it expected
that steps of the type listed in Questicn 7 above will be taken from
the start or will it be possible to do so only after the fail in
effective demand has deveioped? What are the methods for anticipating

the time of the downturn and its extent?

9. If your full employment programme involves increased govern-
mental expenditures is it proposed to offset it partly or fully by

increasing tax rates? If so, what taxes?

10. Should a budget deficit result from the full employmen® programmes,
what limitations would be placea on the rise in the public debi (such
as balancing the budget over longer psriods, keceping the ratio of the

national debt to the national income below a certain limit, etc.)?

11, How is it proposed to deal with ths problem of the transfer of
labour in case some industries or areas are hit especially hard, e.ge.

if industries largely dependent on exports lose their foreign markets?

12, Should an attempt to maintain full employment in the face of

a decline in exports lead to balance of payments difficulties:
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a, What national measures are envisaged to deal with the problem?

b. What type of assistance would be fequested of the existing
specialized agencies of the United Nations?

¢, What other international measures might render édditiqnal

assistance?

13, If your Government is responsible for the administration of non-
self-governing territories which are not participating in the work of
the United Nations regional economic commissions, d escribe the policies
designed to maintain full employment in these territories in the light

of the above questions,

1. Comment freely on any subject rclevant to the problem of
achieving or maintaining full employment and economic stability which

is not covered by the proceding questions.

On 6 July 1948 the above questionnaire was sent out to the
Members of the United Nations, and to the associate and participating
members of the regional economic cormissions, In addition, in
accordance with the instructions under item b) of the resolution of the
Economic aﬁd Social Council, the specialized agencies of the United
Nations which are dircetly concerned with certain particular aspects
of the problem of full employment were rcquested by the Secretary-
General to submit a report on the plans which each of them has prepared
and on the resources which they will have available to assist members
of the agency to prevent a decline in economic activity and employment.
Requests to that effect were sent to the International Monetary Fund,
the International Bank for Reconstruction and Development, the Food and
Agriculture Organization of the United Nations, and the International

Labour Organizatibn. The first of October 1948, was set by the
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Secretary-General as a time-limit for the replies, However, by that
date, only a limitcd number of replies was received, and the deadline
was extended, By May 1949, 25 replies to the questionnaire were

received from the Governments of the following countries:;/

1, Australia ;3. Finland

2, Belgium 1, Greece

3. Bolivia 15, India

L, Burma 16. Iran

5¢ Canada 17. Netherlands

6, Ceylon 18, New Zealand'
7. China , 19. Norway

8., Czechoslovakia 20, Pakistan

9. Denmark 21, Philippine Republic'
10, Ecuador 22, Sweden
11, Dominican Repuhlic 23, oSwitzerland
12, Egypt 24, United Kingdom

25. United States of America
In addition to thesec replies, the Seerctary-General of the

United Nations received a brief communication from the Unicn of Soviet
Socialist Republics to the effect that "there is no unemployment in the
Union of Soviet Socialist Republics and that economic stability is
ensured", and that "consequently the problem with which the Ecoﬁomic and
Social Council Resolution of 3 March 1948 mentioned in your letter is
concérned, does not arise", A similar communication was received from
the Government of the Byelorussian Soviet Socialist Republic, Finally,

the Government of Iraq informed the Security Council that the "Iragi

1/ Documents E/1111, E/1111/Add.2, E/1111/Add.3, E/1111/Add.4,
E/1111/Add.5, E/1111/Add,6, E/1111/Add.7.

/
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competent authorities are unablc to provide the information required....
owing to the fact that the available statistics are inadequatel"

Replies were also received from the four spocializéd agencies
mentioned above.l/ ‘

A perusal of the list of countries which roplied to the
questionnaire will show that it is heavily weighted with regard to
econcmies which are both relatively well developed and based predominantly
on private cnterprise, Countries whose economies are of the centrally
Planned socialist type and economically under-~developed countries are
much less adequately represented, This has a certain logical basis,

In the economies of the centrally planned type, full employment does

not arisc as a separate problem of cconomic policy, but 1s part of the
over-all plaﬂ of utilization and allocation of naticnal rcsources, of
which the problem of full utilizatiocn of man-power is a particuler
aspect, The major unemployment problem in econcmically under-developed
countries is the existence of a chronic state of disguised unemployment
which is a particular case of the general state of under-eﬁploymcnt of
national rescurces., As will be seen in the analysis of the replies of
these countries, unemployment through fluctuations in effective &emand is
not their primary concern, and such plans and economic policies ae

were formulated in the replies gencrally relate to furthering of eccnomic
development rather than to maintenance of full employment,

The three categories of countries indicated above served also
as a basis for classification of the rcplies fcr purpose of the analysis

which follows. Thus Section I deals with the replies of the developed

1/ Documents E/1111, E/1111/Add.1.
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countries based predominantly on private enterprise; Section II deals
with the reply of Czechsolovakia as the only representative of the
centrally planncd socialist type of economy; and Section IIi with the
under-developed countries. In addition, Section IV deals with employment
policies with regard to dependent non-self goverming territories

reported by some governments,
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Section .. Replies of the economically developed countries based

predominantly on private enterprise.

This group includes Australia, Belgium, Canaia, Denmark,
Finland, Netherlands, New Zealand, Norway, Sweden, Switzerland,
the United Kingdom and the United States.

The scope of the programmes and policies formulated by the
countries in this group varies within a considerable ranges Some
countries report with considerable confidence about the possibility
of preventing major economic setbackss Other countries do not, for
various reasons, commit themselves to such an extent. All of thenm,
however, have in common the approaéh that they will attempt to
counter depressions by government programnes aimed at increasing
effective demand-l/

In the second half of 1948 when the replies were prepared, |
the unemployment which existed in most countries in this group
was within the range of” what the Governrents considered as "normal®.
In the replies this unemployment was generally attributed to such
factors as labour turnover, seasonal fluctuations, specific
shortages of fuel and materials or to local conditions in certain
areases Mot only was there no deficiency of effective demand in
most instances, but on the contrary, inflationary pressures were
still in existence. The replies to the questions relating to
the problems of counteracting’possible deficiencies in effeétive
demand therefore were meant to be applied in future contingencies
rather than to the situation at the time of the reply.

Even Belgium, where considerable unemployncent had developed in
the second half of 1948 did not directly refer to measures to be

taken currently to deal with the problem.

1/ Although Finland states that the "formulation of eventual national
measuress«s++ has not yet been undertaken" by her government, it
appears from the reply that the government is aware of the necessity
of such measures in the case of a decline in effective demand.

Such a decline, in her opinion, would be most likely to originate

through a decrease in exports.
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The analysis of the replies which follows will be made under,
the following headings:

(2) The constitutional, statutory and administrative fram~orke

(b) The actual and potentinl elements of economic stabili-ationa

(¢) The contemplated policies and measures to deal with & decline
in effective demand. |

(d) The balance of payments aspects of the policles of full
employment «

a) - The Constitutional, Statutory and Administrative Frameworke

None of the countries in this group has constitutional
provisions relating to maintenance of full employment.' Norway
replied, however, that a constitutional amendment on this subject is
under consideration in Parliament. Commitments to a2 policy of full
employment are, however, contained in various government declarztions,
in formal statements of policy pﬁblished in the form of official
documents, and in legislative enactments. In the Unitgd Kingdom,
Canada and Australia, the employment policies of the governments
are stated in the white papers presented by Command to parliaments.}
In New Zealand»and the United States, employmsnt policies were
given a statutory fqrmulation in the form of Employment Act.g/b

There is considerable variation in the scope of the commitments
undertaken by the governments under their policy statements. The
Conadian White Paper declares, for instance, that "The Government
has stated unequivocally its adoption of a high and stable level of

employment- and income, and thereby higher standards of living, as a

;/ Full Employment in Australia, 30th May 1945; Canadian White Paper
on Fmployment ~nd Income, April 1945; United Kingdom White Paper on
Employment Policy, Cmd«6527, May 1944

2/ The New Zealand Employment Act of 1945, 2nd the UeS. Employment
= Act of 1946,
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major aim of Governuent policy“.}/ In other cases, the policy
declarations were made in more qualified terms. As an example, the
preamble to the United States Employment Act of 1946 may be quotedt
the Act states "that it is the continuing policy and responsibility
of the Federal Government to use all précticable meansees to
c¢o-ordinate and utilize all its plans, functions, and resources

for the purpose of creating and maintaining in a manner calculated
to foster and promote free competitive enterprise and the general
welfare, conditions under which there will be afforded useful
employment opportunities, including self-employment, for those
able, willing and seeking to work, and to promote maximum
employment, production, and purchasing power". The Swiss reply
refers to the fact that the Constitution "confines official
intervention in economic and financial affairs within narrow bounds",
although it points out that a recent amendmenu to the Constitution
enjoins the Government "to act jointly with the Cantons and private
economy to prevent economic crises and when necessary to combat
unemployment."

In some of the replies a further qualification is introduced,
tb the effect that the domestic policies of full employment may be
seriously interfered with by deflationary developments abroad
#imported" through the sector of foreign trades. Thus the
effectiveness of the domestic policies is considered to be largely
dependent on factors over which the national governments have little
controls The comm.tment of the Belgian Government "to ensure the
highest possible level of employment" is substantially qualified by
statements to the effect that "in a country like Belgium « « . the

problem of unemployment is related above all to foreign trade"and tha

1/ Vhite Paper on Employment and Income, ps23, quoted in the
reply of the Canadian Governnent
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“the employment policy in Belgium is therefore easentiaily related

to the success of external trade policy". The reply of the
Netherlands also makes it clear that a policy of high employment will
$e followed "as far as international circumstances will not

frustrate such a policy". On the other hand, referring to the

same conditions, the New Zealand reply declares that the Government's
provisions "are sufficient to insulate New Zealand's economy,

at least for a period of a few years, against the worst of the
possible fluctuations in more highly industrialized countries.®
Canada states in her reply that "Ih view of the changing and fluctuating
economic situation of today it is not possible to draw up a blueprint
of all the policies needed to achieve this objective. But the
Goverrment is ready to take any measures necessary to copé with
unfavourable circumstances, and is well aware that rapid, bold, and
imaginative steps will have to be taken to deal with the threat of
unemployment or declining incomesV

With regard to the organizational set-up available in the
individual countries for the implementation of a full employment
programme, in many cases it is difficult to appraise the
effeci‘.iveness of the machinery reported in the replies on the basis
of available information. It is possible, for instance, that in
some cases the special agencies which have been set up may have in
the main very little effective power to act on recommendations or
programmes, may have available inadequate operating funds, or may
exist merely in the blueprint stage.

In the United Kingdom, the main responsibility for general
economic policy rests with the Treasury and its Economic Planning
Staff. The latter agency, in particular, acts as a coordinating body
of the economic policies and programmes to variocus ministries and is
charzed with the planning function. The central economic organization
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also includes the Economic Section of the Cabinet Office (an advisory

body which keeps general economic trends under review, and advises the
Cabinet on economic policy) and the Central Statistical Office.

The collection and general integration of statistical and other
information on economic trends on particular industries is the
responsibility of_the appropriate’department concerned. The

Treasury prepares annually a White Paper on National Income and

Expenditure and on Economic Survey which contains an estimate

of the "full employment level of national expenditure" for the

coming year. It also prepares an annual man-power budget which
compares the demand for labour implied in the various categories of
anticipated expenditure with the forecast size and distribution of the
labour force.

In Horway, central economic policy is based on a national budget
(which is equivalent tc the United Kingdem forecast of the full
employment level of national expenditure) prepared by the central
statistical services and a man-power budget prepared by the Labour
Directorates These budgets are supplemented on the district levels,
by halfeyearly forecasts of local developments.

The organizational machinery is extended here into the local
levels., The Labour Directorate which is the central executive
organ in charge of the ﬁnplement#tiqp of the full employment policies
is supplemented on lower -jurisdictional levels by district and local
employment committees with advisory functions. The decentralized
set~up enables the central authorities to keep in close touch with
local trends in the labour market and the implementation of its
employment policies.

The existence of organs for the purpose of implementing or
coordinating the national employment policies of the government is
also mentioned by Belgium, Denmark, the Netherlands, New Zealand and

Sweden. These bodies are sometimes supplemented by a special agency
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in charge of public works, which in some countries is a key element
of the coptra-cyclical programs.

In countries with a federal set-up, the organizational
machinery has to teke into account the dual nature of the division
of political power between the Central Government and the States.
In Australia where the responsibility for the implementation of a full
employment programme is divided between the Commonwealth and State
Governments, an inter-govermmental coordinating machinery has been
established. There is no central agency to deal with the problem of
employment as a whole, but a National Works Council has the task of
establishing and maintaining a reserve of public construction projects.
The financing is done through the Australian Loan Jouncil which
determines, in cooperation with the Commonwealth Bank, the amcunt and
allocation of the public borrowing involved.

In Canada, no governmental coordinating machinery exists. The
agency of the Central Government responsible for the policies of
full employment, including public investment policies, is the
Cabinet Committee on Economic and Industrial Development. There are
certain constitutional restrictions upon the regulatory powers
of the Central Govemnent in economic matters, jarticularly in the field
of taxation and fiscal policy. The reply of the government emphasizes,
however, that "at other times when close economic integration on a
nation-wide scale has made uniform government action essential to the
national interest, federal and provincial governments have worked
togther to overcome constitutional difficulties".

The dual political set-up creates similar policy problems in
the United States. The responsibility for implementing the
.Employment Act cited above rests with the Federal Government. With
respect to the coordination of Fideral and State activities, the
United States reply notes that “Although there is no formal Federal

mechanism for integrating the cconomic activities of State and
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regicnal organizations." As to the existiné machinery on the central
government level, the reply states: "The Employment Act of 1946
established machinery and procedures for dealing with the threat of
unemployment but did not prescribe any specific programme, nor has any
subsequent legislation authorized any such programme for the economy
as a whole", The responsibilities for implementation of the policies
‘under the Act are divided between the President and the Congress, The
President has the responsibility of transmitting to Congress periodic
Economic Reports whicb contain economic analyses and recommendations
on needad legislative action, The Act -established in the Executive
Office of the President a Council of Econ@c Advisers, which is in
charge of proparing andlysas of economic trends and making recommendations
of policy to the President., It also set up in Congress a Joint |
Committee on the Economic Report which examines the Economic Report of
the President and sybmits its own .findingg and recommendations to the
Congress,

b). The actual and potential olements of economic stabllization.

+ With respact to the existence of stabllizing elements in the
econcmy, it was felt by the governments of the countries which maintained
anti~inflationary controls at present that these controls made their
economies more immune against a slump. Representative of this view 1s
the statement by Australia that one of the three main aspects of its
present econamic policy is "the control of the upward surge of inflation
now as to moderate the aextent of any decline later", The reply of the
United Kingdem emphasiges another aspect of this problem by stating that:
'whether a decline in demand arose in this, or other, ways, a relaxation
of some of the (anti-inflationary) measures already in operation would

do something to remedy the situation,"
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More important for the mitigation of a slump are the "automatic
stabilizers" whose function is to neutralize some of the decline in
effective demand when it sets in. A number of possible stabilizers
of this kind were listed in question 5 of the memorandum,

Maintenance of public expenditures on goods and services in the
face of a fall in revenue resulting from a decline in economic activity,
in other words, an automatic increase in the budget deficit (or decrease
in the budget surplus) was considered as one of the stabilizing devices.,
Most of the countries replied in this conﬁection, that an automatic
conpensatory effect will be provided by the normal operation of the
national budget, Thus the reply of the United Kingdom states that:
"While there are no important elements in the expenditure of the central
government which would tend automatically to fall off in the event of a
failure of total demand; revenue stands to be considerably affected,
quite apart from the changes in the tax structure which might be made,
Normal fiscal arrangements, though not designed for this purpose, would
therefore have an automatic, and very substantial, stabilizing effect."
Other countries emphasize the rigidity of current public expenditures
which are to a large extent based on statutory and contractual commitments,
The reply of the United States notes, for instance, that: "even though
most Federal expenditures are determined by annual appropriations, it ie
not likely that such expenditures will be reduced proportionatély in
case of a reduction in economic activity and revenue. Many Federal
expenditures are based on legislation such as for veterans! benefits,
grants—in-aid to State and local governments, and interest on the public
debt, These are, at least relatively speaking, !fixed commitments!
which will not automatically decline with a reduction in economic

activity",
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If goverrment expenditures are maintained in the face of falling
revenue, the extent of the stabilizingeffect on the economy depends
upon the level of taxation. This point is emphasized in the reply of
the United Kingdom which states that: "As near as may be calculated,
the total liabilities for tax would fall off in about equal proportion
to the decline in incomes and employment. Since central government
taxes now amount to about one-third of the total of personal inccmes, this
effect alone might offsct about a third of any decline in demand that
took place",

Paymeni of unemployment benefits, the financing of which is as
a rule separated by statutory provisions fram the regular budgetary
accounts, has been considered by all governments in this group as a
basic element of economic stabilization, The effect of this measure
depends, of éourse, upon the length of period during which the unemployed
are entitled to benefits,

In the United Kingdom, under the scheme introduced by the National
Insurance Act which has been put in operation in July 1948, a balance
of receipts and payments of benefits is achieved at a level of
unemployment of 8 1/2 per cent. The fund operates on a surplus basis
as long as unemployment is below the 8 1/2 per cent level; should
unemployment rise above that level, the effect of increased benefit
payments would offset about one tenth of the decline in incomes which
take place,

The reply of the United States estimates that the increase in
unemployment benefits might reach an annual figure of one billion dollars
in a mild depression (with 5 million unemployed) and two billion dollars
in the case of a more severe depression with 10 million unemployed, The

revenue from employment taxes is expected te fall but the extent of this
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fall will be limited because under "the expericnce rating feature L/
of most State unerlgment compensation laws, the tax rates will act
perversely should an employment decline be severe and prolonged."

Most countries in this group reported the existence of measures of
protection of farmers' incomes in the form of 2 guarantee of minimum
prices on a fixed or sliding scale basls. As is well known, there are
three basie methods for guaranteeing such prices: (a) subsidizming of
domestic prices; (b) subsidizing of export prices; and (c¢) government
purchases of farm products, All three methods, if not financed by
increased taﬁation, will automati;ally mitigate a reduction of effective
demand,

There 1s nevertheless an important difference between the first
method and the other two. The second and third methods, while they
mitlgate the decline in effective demand and employment, at the same
time maintain prices to domestic consumers at a higher level than would
otherwise prevail, and thus affect real wage rates unfavourably.,

The first two methods are not mentioned explicitly in the replies
of the countries in this group. Although all of the countries use only
the method of government purchases, the purpose of thse purchases may
differ. In some countries such as Australia and New Zealand the
purchases are made mainly with the view of reselling abroad, If the
export prices are below the guaranteed prices, the financing of this

loss is tantamount to payment of a subsidy for exports.g/ In other

';/ Under the experience rating feature the rates levied on employers
vary in inverse relation to their employment records,

2/ In Australia and New Zealand thess subsidles are patd out of funds
accumulated in periode when export prices are higher then guaranteed
prices.
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countries such as, for instance; the United Statces the emphesis of the
programme is to remove f;nn surpluses from the markes i1 order to support
the market prices rceeived by the farmers at ?perguaranteed level,

The implementation of fam stabilization programmés in cxporting
countries during periods of depressd.on may be fécilitated by
international commodity agrecements. Aastrolia cmphasizes that Fefforts

to stabilize the income of primary producers through such smeans o3

commodity agrecments have the strong support of the Australian Covermment.®
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¢) The contemplated policies and measures to deal with a decline in

effective demand,

The automatic economic stabilizers discussed above serve only to

mitigate the effects of depréssion but not to eliminate it, because they
op.rate only when income is below the full’ employment level, In general
the goverrmex;xte in this group declare in their replies that they will not
bo satisfied merely with reliance upbn the automatic stabilizers, but
that they will take active counter~depression measures. The replies
differ however, with respect to the timing and nature of the measures as
well as the degree of confidence expressed by the govermments in their
ability to restore full employment in a relatively short time,

The relevant programs are mainly based upon increased public
investment in the form of a stepped-up realization of public works and
other pub].iély financed projects. With a few exoéptions, increased
government expenditures on other goods and services are npt considered,
Stimulation of privéte investment and of consumption is generally given
a secondary place,

Most of the countries in tﬁis group accumulated reserves or "shelves"
of public works projects to be put in operation in case of a decline in
employment, The projects are generally worked out by loqai
Jurisdictions on the basis of local needs and their execution and
financing is co-ordinated by a central agency. The reserves of public
works arose partly from the postponement or various projects under the
pressure of the inflationary situation of the immediate post-war perdod.
In assessing the adequacy of the reserves, account has to be taken not
only of their magnitude but also of such factors as the nature of the
projects, the stage of planning, the timing of their exeecution, and the

availability of funds to finance their execution at the proper time,
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Australia, Sweden, Norway and New Zealand reported that a substantial part
of their reserv; of public works projects is in a sufficiently advanced
stage to be put 1hto'operation immediately as need arises, In the United
States, on the other’hand, while there is enabling legislation which
authorizes the federal government to engage in various types of public
works, the execution of the reserve of public works accumulated by the
Federal Works Agency is subject to congressional approval of the necessary
appropriations, The United States reply mentlons that only a limited
amount of advanced planning of public works has been completed so far,
Contra-cyclical timing of publie works 1s generally mentioned in the
replies, and in addition some govermments contemplate a flexible operation
of their long-run investment programme related ‘to their plans of econamic
development, This permits these countries to engage in compensatory
public investment of diversified nature to offset a decline in employment
in the corresponding sectors of private investment and thus to minimize
the transfer of labour to other industries, The Australian government
refers to the programme of publie investment, managed by the National
Works'! Council, which is planned in such a way that it could be
progressively brought into operation in order to offset a decline in
similar types of work financed by private investment. For instance,
the Australian public housing programme would be stepped up should a
decline take place in construction in private housing; in the same way,
a decline in private investment in industry would be compensated by
government building of telephone exchanges, engineering works such as
railways, water schemes and similar projects, Canada mentions that with
regard to the Dominion investment programme, it "has adopted the practice

of timing its programme to complement private investment.'”
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This teohnique could be applied most effectively in countries whose
»»efconomiea include substantial nationalized sectors. The reply of the

| N Unit;d Kingdom, for instance, states that "the government would be in a
position to develop, subject to supplies of materials being available, the
use of oapital expenditure as a means of countering unemployment," and that
"th_e gévemment policy will be diréct.ed toward preventing capital
expenditures (by local authorities and nationalized industries) from
fluctuating in sympathy with private capital expenditure,” The reply
mentions, however, that the effectiveness of this policy is limited first
by the inevitable lag between the decline in private investment and the
actual putting into effect of the compensatory investment -and second, by
the relative magnitude of public vs. private demand for certain types of
4nvestment goods. Thus, the reply points out,. the demand for building -
¢ould be stabilized more easily than the demand for engineering product_a.

Expanslon of government purchases of non-capital goods and servi~es
was mentioned by Norway and the United Kingdom. The United Kingdom
remarks that such purchases 23 come under the head of defense expsnditures
are djotated largely by non-economic consicerations, but for certain types
of consumer goods (boots, clothing and furniture) which the government
purchases in large quantities, it could time the placement of orders
in relation to business conditions.

With regard to the stimulation of ¢onsumption, the replies genergzlly
refer in the first place, to the various types of benefit payments and
income guarantees desoribed under the stabilization devices, A number of
countries rerer in general terms to the possibilities of actively
atimulaﬁing consumption., Sweden mentions a specific plan, which consists

of grants to low income groups for the purchase of durable gooas.,
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Switzerland states that among other measures, it would plan to reduce
prices of certain essential goods, In general the réduction of profit
margins in Government ‘ox_' brivate enterprises is not -consj_.derec‘l.‘ |
Adjustment of the tax systexi_for purposes of stimulating consumption ’haa
also generally received little consideration, The reply of the United
Kingdom refers to the possible reduction of income tax rateq in order to
stimulate consumption expenditure, and mentions that the ineome tax is
"an annual tax on annual incomes ond therefore not a perfeetly flexible
device,® Variations in indirect taxation are stated to be liable to |
"cause exaggerated and not wholly predictable fluctuations in demand for
the goods directly affected.," Tax credits arc considered as probably the
most preferable tax measure for affecting consumers' demand, Under this
system a certain portion of the incdne tax collected during a boom would
be earmarked and released during a depressﬁ.on; v Norway ‘mentions the
possibility of the unfreezing of a subatantiai balance of private cash
holdings which had been blocked immediately after the Liberation, |
There is generally a reserved attitude on the part of the govex@nenta ,
concerning the use of tax concessions as an incentive to stimulate pri.vat«é
investment, apparently on the éssmnption of é rather i'nelaatic response of
depression-minded private business to incentives of this type, Canada
indicated that in times of unemployment, it "plans to develop its fiscal
poliey so as to encourage the increase in private investment".- In Swedgn,-
tax exemption is granted to corpor:;tions. on'that part of their ﬁxjofits which
is set aside in special invcstment funds subject to the condition that the
timing of the investment will be controlled by the authorities, A similar

fiscal device is available in Norway,

1/ In the United Kingdom such tax credits were accunulated during the
war on a large scale. :
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In general, the reduction of the rate of iﬁterest is not presented
as a major stimilating dev:ce, while grants of credit facilities afe
| cohtamplated pfimarily in terms of assistance té_gmall busipess,
equirment loans to farmers and stimulation of residential construetion,

With regérd to increasing net exports Ew'granta, loans, eto, only
New Zeaiana mentions that she would -consider financing some. of her
exports by grants of credits in domestic currency to the importing
‘countries; she adds however, that such a measure would be of relatively
" amall importance..

It mey be noted that a number ot’pountriea,did«not reply in detail
to the quaétion on which measures might be used to eliminate unemployment,
_The reply»or the United States for instance that the Couneil of Economie
Advisers "initiated surveys of stabilization devices that may be needed
to prevent heavy:gluctuations in employment and production or to combat
unemployment that may have developed, These surveys include most of the
. measures that are listed in the United Nations questionnaire, The
measures under exploration include policies designed to maintain or restore
a relationship in income, prices and costs conducive to economie
| expansion, as well as measures designed to counteract deficiencies in
effective demand", =

Most of the countries had little to report’ conocerning any plans for
transfer of labour from industries or area; which would be particularly
affected by unemployment, for iﬁstance industries dependent on export
markets, The United Kingdom reply states that "the government does not
'rely primarily on large scale labour transfers for the solution of the
unemployment problem of particular arcas but believes in a postwar policy
of balanced industrial development" and that a poliey of losal placement

alded if necessary by retraining of the displaced labour is preferred.
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A resettlcment scheme was however introduced in 1946 under which grants
" and allowances are'payable to unqﬁployed labour transferred to other areas,
Some oth?r countries (Anstralia, Canada, - Dermark, Swaden}and.New Zsaland)
have provisions for similar finanecial assistance. The United States reply
reporﬁs that no provisions exist for grants and allowances of this kind,
and that it is expected-that.fhe tranaferred uorkars'would pay their owm
expenses, _ | ‘

The preceding discussion of the measures of counteraeting a dedlinq
in employment and economic activity, made it clear t'hat‘ governmental fiscal
poliey in the'period of decline will be a basic factor in the situation.
Moat'ot these meagures involve inoreased government expendituréé, and their
effectiveness is dependent to a large extent on the methods of financing
which will be used, The attituds of most of the govermments on thié point,
was to the effect that the necessary financing will be provided by expansion
of budget deficits rather than byrtaxation,jeven'thbugh definite pslicy ..
‘commitments were generally avoided. Implicit endorsemeﬁts of this view
are, for instance, contained in the reply of the New Zsaland goverrment
stating that "in determining the advisability of inecrea~ing tax rates,
account would be taken of economlc conditions at the time, having partiocular
rogard to the advisability of maintaining a high level of effective demand",
The reply of the United Kingdom without meking any definite qommitment on‘
poliey recognizes specifically that "the employment effeot iase Of an |
inorease in government expenditure will normally be reduced if the
expenditure is wholly or partially covered by increased tax rates', | A
similar statement is made bv Norway, and Sweden mentions the possibilities
of a flexible fiseal poliey offered by the device of balancing her working
budget not annually but over a cyole, Switzerland replies in this

connection: “The prevailing opinion is that a crisis ahould‘be combatted
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not by a poliey of retrenelment but by inersased publie spending and that
such spending shauld be covered not by taxation but by a loan”, In the
case of the Unitsd States, it is pointed out that while "there is no
legislation that determines the way in which any increases in govermmental
expenditures ars to be finaneced" there exists a statutory procedure under
which economic as well as budgétary conditions cah be btaken into
consideration in the recormendations of fiscal poliey made by the
exccutive branch. Reeent budget legislation was also designed so as
"to assure that the economic analysis sould be taken into consideration
in the legislative formwlation of fiscal poliey.®

It does not appear that a poliey of defieit finaneing would be
greatly hampered by considerations of the size of the public debt, In
most eountr1es”there are no statutory or constitutional limitations on the
size of the debt, and it is generally pointed out that the decision of
f;nancing by déficit vs. taxes will be made on grounds other than the
growth of public debt, The only statutory limitation of the public debt
in absolute terms exists in the United States whosg reply states,
however, that "the pili¢y conecerning the national debt will be decided
according to circumstances". For the time being, the relative size of the
publie cebt (in relation to national income) in indivicual countries coes
not appear to be a matter of concern for any of the govermments, It is ;ot
likely that the United Kingdom's qualification with regard to expansion of
the pubiic debt that "regard would be paid to ‘the undesirability of the ,
national debé increasing over any longer period at a greater.rate than the
national incomeﬁ would interfere with her fiscal poliey in this field in
the immediate future,

We come finally to the question of timing, the importance of which

from the point of view of the effectiveness of ~ny goverrment policles of
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intervention need hardly be stressed, This question presents two aspeets,
One is the methods used and the machinery available for forecasting the
point bf downttmi. The second aspect is the timing of the actual measures
of intervention in relation to such advence information as is yielded by the
a.vailable forecasting techniques, |

With regard to the first point, it appears from the replies that no
specific forecasting index is usec, nor is it considered that there is any
specific method whereby it would be- possible to anticipate with certainty
the movement of employment, The United States reply, in particular,
states that "in the light of present kmowledge and technlques the Council
(of Economic Advisors) found it more fruitful to concentrate on an
analyses of threa'tenifxg vasic maladjustments in the econcmy and the
exploration of remedial programmes rather than to attempt forecasts of the
eéxact turning points", 1In general, the goverrments would: tepend on
surveys and analyses of sconomi¢ trends at home and abroad regularly
made by their general statistieal services, or in some cases, by spedial
research agencies which are part of the organizational set-up of the full
employment machinery, In countries which maintain some measure oi' overall
economio planning; attention is given to the interrelated trends in the
dtems of the national economic accounts. 4s has been mentioned previously
in the United Kingdom, anticipated national expenditure is compared with
the full mnploymeﬁt level of national expenditure in the period concerned,
Australia meritions that her Bureau of Census and Statistics is developing
a system of social accounts which will enable her t.o forecast: general
economic trends on the basis of anticipated changes in a few key ecmponents,
such as investment, prices and employment,

The sestors of private investment and foreign trade are especially

elosely surveyed by some governments, In the United Kingdom the government
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¢onsiders supplementing its annual reviews of investment programmes and
currently available information on the orders »n hand of manufacturers of
planﬁ and machinery by direct industry inquiries concerning anticipated
investment plans, Australia likewlse mentions the introduction of a
method of direct inquiry whereby firms are asked to report their
expenditures on building, plant and machinery during the preceding six
months and anticipated outlays for next two six.;onths periods,
Fluctuations in exports are followed by a close check of the relevant
economic¢ indices in the export sectors of the economy. New Zealand, in
particular, makes the point that the effectiveness of her measures to
check an over-all deterigration of the economy as a result of unfavourable
develorments abroad will depend essentially on how early a decline in
employment will be detected in the "sensjitdve" industries dependent on
exports, In acdition, advance guidance is sought by keeping under close
check changes in economic conditions abroad, in particular as they relate
to the exported commodities, The uncertainty of forecasting in this field
is stressed, however, even by the United Kingdom whose export "targets"
are the closest approach to translating export forecasts into practicéll
economic policy.

The second point relative to the expected timing of the measures of
intervention has been to some extent covered in the earlier discussion of
the general approach of individual governments to the policy of interven—
tion, and in the analyeis of individual measures. It appears that
Australis, Canada, New Zealend, Norway, Sweden and the United Kingdon
intend to put into operation corrective machinery at an early stage as
soon as a decline in effective demend has been detected. Demmark, on
the other hand arpgues that her economy is affected to an unusual degree

by deflationary develoyments abroad, over which she has little control, and
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that a deeline in employment may therefore be expected to be under way
before appropriate steps could be initiated, ThecBelgian reply considers
that it is advisable to undertake corrective measures only after the
decline in demand has dewcloped to & certain extent in order to be certain
“that there is in fact a trend". The Netheriands gd further to state that
it would be a matter of policy for them to admit a certain degree of
deflation before initiating anti-depression policies as they consider a
\mildwieflatinn "healthy for the Netherlands economy and particularly for
labour procuctivity." At the time of the reply, the anti-deflationary
prograimme of the government and the machinery for its implementation were
still in = tentative and blueprint stage.., The reply of the United States
makes it clear that "the actual dearth of approved programmes designed
specifically to offsct possible deficlency of effective demand implies no
lack of purpose to provide such programmes in case of needs The Employment
Act of 1946 implies the contrary". It goes on to add: M"If the need is
demonstrated by the ccurse of events, additionel legislative action setting
up the necessary programmes or appropriations will be called fora. In the
last analysis, the proper timing and scope of government action, and
ultimately its effectiveness in checking the development of a cumulative
deflationary process, will depend on hpw soon and how much legislative
action of the appropriate kind will be forthcoming when the situation
arises, |

d) The balance of payments aspects of the policies of full employment

The problem of maintaining full employment is closely interrclated
with the problem of the balance of payments:

Disequilibria in balance of payments are bound to arise if individual
countries attempt to engage in policies of full employment in the face

of persistent deflationary pressures from abroad due to the failure to
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maintain full employment in other countries., The maintenance of a high
leve]; of effective demand and consequently of a high level of imports in
the face of declining exports will result in balance of payments
difficulties, If an adequate safety margin in the form of reserves of
gold and foreign exchange is available, then the gap in the bala'nger of
payments may be covered by drawing upon these reserves, and full h
émployment may be maintained by the measures considered above, If such
reserves are not available » however, ‘or aré exha_us"oed after a shorter or
longer period, the pensistezit disequilibrium in international payments,
unless rélieved by foreign lending, may interfere seriously with the '
_carrying out of the domestic full employment policies.

A eituation of this kind was considered a potential threat to the
economies by all governments of this group, e#cept the United States. One
approach to the problem was to suggest the necessity of coorcinated action
on the international level aimed' ?‘t the maintenance of a high and stable

‘ level of employment and effective demand in all countries, The reply of
the United Kingdom pojints out that "it would be of great assistance to the
United Kingdom in the pursuit of full employment at home if other

countries also were able to maintain ‘a high and stable level of domestio
demand", and states the willingness of the governmeht of the United
Kingdom to cooperate in some "fruitful international action". The reply
of Iustralia also states that "zenerally, the- ma._inten‘a.nce, of -employment and
of continuous programmes of development throughcut thé world would assist
the implementation of a full employment policy in a.ny one country.

A second possibility is a corrective action ‘on_ the international level
in the form of financial assistence to the deficit countries by the
International Monetary Fund and tﬁe international Bank for Reconstruetion

and Development, Some of the countries indicated that they would have
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recourse, if necessary, to such facilities of these organizations as
would be available;‘ The position of the Fund and the Bank concerning
@he extent to which they would be prepared to grant assistanoe to member
governments, and resources which théy would have available for that
purpose are outlined in their replies to the Seeretary~General, The
Fund recognizes tinat under its statutes "it is ,,, authorized to meke its
fihancial resources available to members under adequete safeguards, and
thus to provide them with the opportunity to correct meladjustments in
their balance of payments, without resorting to measures destructive of
national or international prosperity". It states, howcver, that its
resources are intended primarily to relieve temporary disequilibria in the
balance of payments of its members pending necessary adjustments and that
its means of astion are not "instruments to be kept in reserve until an
emergency arises when some widespread threat of a decline in employment
and economic activity may seem imminent®, It acdds that "the resources of
the Fund are not and cannot be lafge enough to give all its members the
assurance simultaneously that in the event of a world crisis sufficient
finanes of the kind which they urgently need will be available to afford
complete p?otection against balance of payments preasureg". The reply
of the Bank likewise emphasizes that the nature of its functions basically
preeludes the use of its available funds on a contracyclical basis, "It
ehpuld be pointed out", it states, "that the Bank's primary function is to
provide for a smooth and continuous flow of international investment in
order to promote the reconstruction and development of its members. In
the nature of things, therefore, it cannot conserve its resources simply
in order to release more funds in times of incipient depression", It
considers furthermore that its resources are "pleinly too limited to be

considered a leading influence quantitatively in the anti-cyclical timing
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of international and domestic investment", .

Sl‘iould appropriate action on the -interhational levels prove
imposeible op inefféctive, restriction of -imports and exchange
. depreciat on were .contémplgted by most governments. Only hustralia
and Belgium refer specifically to ihe possibility of devaluation of'
currenoy, in order to mest their balance of payments difficulties,
In addition, Cahada s Dermark and Nev) :Zeglan-ci mention the atimulat.i&n
of exports‘ without indicating the _apeciiic measures by wh'ich' experts
might be increased, |

Measures of restriction Qf '.lmp;':rts- ar'e me’nﬁioned in the repliéa
of practically all countries in this group, with the. exseption :of the u."s.
The govermments .gmeraliy stressed the fact that any such measures wonld
be taken within the lmitation arising under their internitional
commitments, Ths provisions relative to exchange end trade practices
of the charters of the International Monetary Fund and the proposed
International Trade Organizskion eanﬁain » however, a mmbér of

qualifying clauses, under which restrictive policies by member
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governments with regard to imports and foreign exchange are admitted
under certain cinditions,

The implications of the import restrictions used to offset a decline
in exports require some elaboration, If the restriction of imports lsads
to inereased output in the domestic industries which are competitive with
the imported goods, the restriction will solve not only the balance of
paymenta problem but also the problem gf maintaining full employment in
the face of tha redueed volume of exports. (The effects of possible
retaliation by other countries will be.considered below). There may,
however, bensame loss of real income as a result of the shift in
production, despite the maintenance of full employment, In this
ennnection it should be noted that the govermments envisage selective
import controls with the view of confining the restrictions to less

essential goods.

1/ Under the Articles ~f Agreeament of the International Monetary Fund,
the Fund can authorise a member to impose temporary limitations on
the freedem of exchange operations in a scarce currency (scarce
currency clause, Article VII, section 3), and the provision relative
to avoldance of discriminatory currency arrangements or multiple
currency practices makes allowance for exceptions subject to approval
by the Fund, (Article VIII, section 3). Furthermore, the members
may maintain or introduce in the poast-war transitional period;
restrictions on payments and transfers for current international
transactions (Article XIV, Section 2). Under the Final Act of the
United Netions Conference on Trade and Employment, Article 6 on
"Safecuards for Members! subject to Zxternal Inflationary or
Deflationary Pressure”, provides that "in case of deflationary
pressure special consideration shall be given to the consequences
for any member of a serious or abrupt decline in the effective
demand in other countries", More specifically, Article 20 of this
Act, which provides for general elimination of quantitative
restrictions on imports, contains an exception cleuse under which
import restrictions on products of agriculture or fisheries "may be
established if they are necessary to the enforcement of
governmental measures which operate effectively, to restrict the
quantities or to remove a temporary surplus of the like domestic
product or domestic products for which the domestic product can be
directly substituted”, A further exception is provided in Article 21
under which, subject t> certain provisions and under certein conditions,
any member, in order to safeguard its external finencial position
and balance of payments, may restrict the quantity or value of
merchandise permitted to be imported."
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Should a coﬁntry find it necessary to reduse imports of essential
food and raw materials the problem may become acute, While full
vemployment might still be maintained, é.g. by public works which do not
require imported raw materials, the standard of living would fall
eomsiderably, This point is discussed in the reply of Norway.

Impoft restrictions in one counbry'may lead to retaliatoryVmedéurea
in other countries. Shéuld the country from which the deflationary
pressure spread through the reduction of its importe also resort to
retaliation, then no equilibrium in the balances of paj@ents will be
possible. Should, however, this country not resort to retaliation
because the restrictions imposed by the other countries reduce its

exports only to the extent to which its imports fell, then a new
equilibriuwm in the balance of payments is possible, Such an equilibrium

may be achleved, however, only after a considerablexreduction in world
trade, inclusive of trade with third countries.

The degree to which trade with third countries would be affected
would depend upon the nature of the import restrictions, and of other
measures that might be associated with them. Import restrictions may
be se)lective with respect to commodities in such a way as to concentrate
their effect upon the country which initially reduced its imports: Canada
for instance reports that it applied this method in dealing with balance
of payments difficulties which arose in a different context in 1947,

It imposed import restrictions on a selective commodity basis in such a
way as to reduce imports from the United States, Selective import
restrictions may be even direct;y aimed against the eountry from which the
deflationary pressure spread. Thus Dermark states that in the last
resort she "might find it necesdary to reduce imports from the countries

of whose currencies it was short" and the Netherlands refers in this
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connection to the scarce currency clause of ﬁhe Interne.tionﬁ Monetary
Fund, .

Finally, restrictions directed against imports from one country may
be assoelated with an ineresse in trade conducted on the basié of
bilateral or multilateral agreements with other countries, Although
many such agreements are in existence there is in gemeral no reference to
such measures in this comnection. Switzerland, however, states in its
reply that "Our unfavourable balance of trade has risen appreciably owing
to the decline in Swiss exports and to the efforts made by other
countries to export increasing quantities of goods to Switzerland,

We are therefore obliged to continue to place our relatively high
purchasing power at the disposal of our export policy, i.e. where
necessary, to suarantee bilaterally the importation of a large variety of

items in exchange for similar guarantees for our »wn exports,"
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Section II Replies of countries whose economies are tcentrally planned and

largely state operated.

In sconomies of this type, full employment is part of general
economic planning entailing full utilization of national resources.
The responsibility for carrying ogt the planned programmes also lies
directly with the state itself which operates a large part of the
economy. The policies of full employment are thus essentially
different from those which are appropriate in economies where
production and investment are carried out predominantly through the
channels of private enterprise,

Among the countries which replied to the questionnaire, U.S.S.R.
Byelorussian S.S.R. and Czechosl;vakia belong to this category.

As has already been statéd, the replies of the U.,S.S.R. and the
Byelorussian S.S,R. are limited to brief formal statements to the
qffectAthat "there is no unemployment" (in their respective countries)
and that "economic stability is insured", The only substantive
reply in this category is that of Czeéhoslovakia.

The Czechoslovak government states in its reply that it has
undertaken commitments to promote full employment and economic
stability under the Constitutional Charter of the Czechoslovak
Republic of 9 May 1948. These commitments are closely connected
with the general economic plan, namely the Five Year Econamic plan
which provides for "a steady expansion of the Czechoslovak economy
and its resistance to influences of economlc crises", The agencies
responsible for the implementation of this plan are the Fconomic
Council, the State Planning office, all the ministries concerned
with economic matters and their subordinate offices.

Practically no unemployment existed in Czechoslovakia, and no
unemployment as a result of déficiency in effective demand is

anticipated, as under the conditions of the Czechoslovak economy



E/1378
page 4O

~ Yall economic activity is directed towards maximnm sconomic
operation’. Imra planned economy, the planning of investment

and the production of -consumption goods and services are parts

of the general economit plan of allocation of resources, while

the maintenance of an adequate level of effective demand for the
output of the consumption goods and services is insured through the
planning of prices and incomes., The reply points out that such
unemployment as may occur as a result ofvshifts in demand for labour
in some branches or areas of the economy would be taken care of by
appropriate regulation of the labour market and redistribution of
labour.into other occupations, A more serious potential source

of disturbances is the sector of foreign trade which is the
vulnerable spot in the planned pfogramme of full employment.
Non~fulfilment of the planned programmes of imports of raw materials
and exports of finished goods may result in unemployment in the
affected branches of the economy. The non-fulfilment of the

export programme would also result in balance of payments
difficulties, Tﬁe reply states that this danger is reduced because
a large part of foreign trade is with other planned ‘economies,

For such difficulties in foreign trade as would occur "remedy would
be sought in a suitable amendment of the plan, What means would be
used to this end would depend on the particular case; planned

economy posSesses the widest possibilities in this connection,"
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Section II1I Replies of the economically under-developed countriqs

1, This group includes Boiivia, Burma, Ceylon, China, Ecuador,
the Dominiocan Republic, Egypt, Greece, India, Iran, Pakistan, and the
Philippine Republiec,

The general approach of the econmically under-developed countries
towards the problem of full employment, as reflected in their replieé,
can be desoribed as follows:

Unemployment through fluctuations of effective demand is not a
matter of primary concern for economically under-developed countries,
The major problem is the existence of a chronic state of
mder~enployn’16f1t of available man-power, owing to the lbw level of
eoconomic development, This appears in the form of disguised
unemployment in agriculture and in industry (a high proportion of
which is still in the handicraft or dbftage stage) with resulting
low produstivity of labour and depressed standards of living,

The wide prevalenceof mﬁewénploment makaes the definition of
unemployment in such countries rather difficult. When there is a
decline in the demand for labour in industry, some of the laBour is
likely to fall back on subsistence farming. mﬁs » visible unemployment

e reduced, and the extent of the increase in unemployment is
concealed by the increase of disguised unemployment in agriculture,
Hence the statements of Bolivia and Egypt to the effect that'theae
countries have no unemployment problem. In the case of Bolivia it
is explained -~ that "in the mining industry which 15 Boliviat!s basic
industry, there is a constant turn-over or workers since many of them
are peasants and regularly alternate between farm work and work in
the mines," A conversa case in which viaible unemployment is
increased through a reduction in disguised unemployment is presented
by the increase in unemployment in a few countries of this group in



/1378
page 42.

the post-war years, following the demobilization of their military
personnel, The war-time recruitment into the armed forces and the
mcréaae in employment in war industry had siphoned off scme of the
under-employment in the rural areas. After the war some of the
former disguised unam_ploymaxit in agricultﬁre' emerged as visible
unemployment in the cities. In addition in some countries there
was a decline in industrial employment resulting from. war
devastation and post-war dislocations, These factors account
fof the significant ‘unemployment in a number of under-developed
countries. ’

The elimination of "structural unemployment", disguised or
in same instances visible, by means of.'edonanic development is ‘
considered the most urgent goal by the countries in this group,
‘This approach is explicitly stated in the replies of Burma and India.
The reply of Burma states "The questiomnaire is designed primarily
for the problem of unemployment in industrially developed countries
and is only remotely related to such problems of an ir;dustrial]y
backward country like Burma. The éo-called funemployment! in Burma
is not in the nature of méas unemployment caused by a 1a§k of
effective demand, but is merely in the nature of frictional and
structural unemployment caused by the economic dislocation after
the war, Another type of unemployment which, though not emphasized
by the questionnaire, is nevertheless very important to Burma,
mely disguised unemployment in agriculture.,* The Indian government
declares in the preamble to its reply that "though they (the
govermment) have accepted certain commitments .., to provide full
employment to the fullest possible extent they do not have any
specific employment programme® but "they are mindful of the necessity
of utilising all resources for the development of the country ana
for raising the standard of living of the people,!
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.Countrie'a of this group which are producers of primary raw
materials do, however, ﬁce a éroblem of imported cyclical
unemployment when a generalized deflationary movement in the
industrialized importing countries is transmitted to them through -
the channels of foreign trade. The primary fall of incomes and,
generally, also of employment in the eprrt sector is followed by
secondary repercussions in the rest of the economy and results in
a decline in effective demand and employment of the kind envisaged
in the questionnaire.’ As a rule, no effective mechanism of
stabildizing the incomes of the agricultural producers by means of
government price and output gua.fanties , 1s available or is
considered in these countries. Instead, some countries considered
that a solution should be sought in diversification of output so
a8 to make the domestic economy less wvulnerable to the impact
of deflationary pressures coming from the outside. The reply of
Ceylon, a country whose economy is predominantly based on exports
of a few raw materials (rubber, éopra) contzins the following
statement: ,.. "About 80 per cent of the psople are employed ‘either
directly or indirectly in the production and handling of /fhese/
exports. Slight changes in the price or volume of exports on any
of these products have therefore serious conseguences on the
employment of the peopls, The Government thereforec finds it
extremely difficult to maintain a policy of full employment in view
of these circumstances, It has therefore been laid down that the
most important object of the present Government was the attainment
of a more balanced economy which will not be so dependent on
external factors."

The possibility of a cyclical decline in effective demand and
employment induced by domestic factors was not considered in any of

the replies in this group, While autonomous deflationary movements
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of this kind may oceur in industrially under-developed countries,
the exfect of purely domestic deflationary factors was apparently
;onsidered to be of slight importance compared to potential
“deflationary pressures imported from abi'oad.
These prelminary remarks are intended as a béc_kground for
the brief analysis of the replies which followss

a) The constitutional statutory and administrative framework.

Constitutional and statutory provisions relating to. employment
" are either non-existent or stated in general terms which do not commib
the respective governments specifically to an active policy of
ensuring full employment. The referencesto the subject of full
employment in the constitutions of Chiﬁa and India which are quoted
in the replies are couched in more or less general terms, Article 15
of the constitution of the Chinese Republic states that "The Stats
shall provide persons capable of work with suitable opportunities
for work.," The Government of India in its draft conétitution
pro*ddes (Chapter VII, paragraph. 31) that "The State shall, in
particular, direct its policy towards securing that the citizens,
men and women equally have the right to an adequate means of
ﬁvelihood". The reply of Pakistan also mentions that in the
recent official declaration on industrial policy the government
stated its aim of "providing gainful and legitimate employment to
the people of Pakistan," and the reply of Ceylon states "that it
has been generally made clear that the government!s intention 1s
to promote full employment."

No specific administrative machinery to implement a full
employment programme is generally available. As a rule, the
countries reported the existence or the setting up of employment
exchanges, placement and vocational training and resettlement

services and similar agencies'whose function is obviously limited
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to the achzd.niatration and ragulation of the labour market in order
to mitiga.’oe the eﬁ‘eete of frictional unemployments .

b) ‘Ihg elemgg.s of. oconomic stabilization and the cont euipl :(,
Q licies to Qeg; with a declin e in effective demand

- The part of ‘bhe questionnaire relat:hre to measures designed
to premta decline in effactive demand or to /mitiga’oe such
deeiine when it sets Ai_xi,;re‘éeived a ekef.chy treeiment.

In gemeral, Mesoncmic stabilizers" are either non-existemt
or :Qf e'yery limived ecepe., -'Except for CGrecce, thers are fio’
:eiete'seheqnes of payments of leocial,eenefits of epy kind.

Pl;iee end incame guarantees to 1agricu1tural producere are either
non-axistent or of limited application and effectiveness.
ﬁpeeifica.lly, govermment guarantees.of prices of some domeatica.l]y
conamed agricultrual products ;. 'anluding rice, axist in Ceylon,.
The -govenmexrl? marketing departmént buys the produce from the
fann‘ers 'et a guaranteed pricee and reeeils it ‘bo: the consumer,
Anw 1osa incurred in the operation is borne by the govemment,
which means that in the latter caee ‘the g\mra.ntee ia combined with
.8 subsidy to ‘ooneumera.,‘ Ceylon also report.s a guarantee of "

" minimum @ort pfieee foi' copra which 1s based on a purchaee
".agreement with the United Kingdom, Export prices of cther minor
| j‘prodﬁete'aré 'guerenieed under cez“ﬁairi emergency 'cpnditiona?buﬁ
there 1a 1o - oi" an export price guarantee for rubber,

" which is 'Geylon's main export, In India, a price guarantee
4toreugar cane haa been operating for some time since before the-
war, end the govermment has gﬁaranteed to support cotton prices

1/

by a purchase programme if prices fall below the guaranteed level.

A/ The Tndian Government also has wnder consideration & comprehensive
scheme of price guarantees for food grains and other commersial
crops, including a system of buffer stocks financed by a
commodity chporation to be set up for that purpose.
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Gresce has also indicated the existence of minimum price guarantees
of agricultural products, The pbint was made earlier that the
effectiveness of any guarantees of this kind as econamic
stabilizers depends essentially on the method of .financing which are
adopted,

The countries of this group had also little to report in the
way of advance planning of contra~cyclical action, Aside from the
fact that cyclical unemployment was nof considered to be a major |
policy problem, the immediate cconomic policies were dominated in
most countries by the inflationary pressures of the post~war period,
"The question of a deficiency of effective demand", states the reply
of the Indian Government, "has not so far arisen in India.s, The
gap between spendable income which is growing and the volume of
goods which is dwindling is widening every day... No great danger
exists for the present at any rate of unemployment developing as a
result of a decrease in demand, and the need for drawing up
programmes to offset such unemployment has-theréfo#e not been ,félf»."
Only the Philipﬁines Government!s reply mentions the possibility of
. increased government expenditures in thé face of a decline in
effective demand, This would be accomplished by a “flexible"
management of the 'budget. .1’/‘ The reply mentions the existence of .a
comprehensive programme of publie¢ works and other public investment
which is linked to the general indu_stt,rialization’ pro.gramme‘ of the
Philippine Governmant, It includes inveaﬁieni by governmént owned
industrial corporatiofxs and "the setting up of govermnenb enﬁé:pfises.

in fields where private capital 1s reluctant to venture,

1/ The reply specifies that this would be accomplished by shifting
appropriations from low priority and other "unessential" budget
items to public works and "other expenditures that would offset
deficiency in effective demand”, This means that the increase
in expenditures would be achieved by retrenchments of government
spending in other sectors which weakens considerably the
contra-cyclical effect of the expenditures, :
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Scme countries refer to the possible use of various tax

-concessions to provide encouragement to private investment,

In the Philippines, the maintenance of the existing low level

of taxation is considered essential in drder to create a favourable
climate for private investment; together with such incentives as

low interest rate and a liberal credit policy, A number of other
goverments emphasize their intentions to provide a faw}ourable fiscal
climate to pramote investment from domestic and foreign sources.

It should be noted that the measures mentioned in the replies
for stimulating private :_anestmant.as well as for increasing
expenditures on public inv;stment are related primai‘ily to the
genexral development programmes, _Z_I,/ The possibilities of contra-
cyclical timing of these measures;, are generally given secondary
emphasis, when recognized at alls It should be pointed out,
however, that the vigourous execution of general. development
programmes may. serve as an important stabilizing élement in the
e¢onomy  and thus reduce the effect of cyclical flictuations,

" The attempt to continue development programmes in the face of
. a decline in the volume of exports may confront the under-developed
countries with balance of payments difficulties similar to those
mentioned above in connection with the consideration of full

employment policies.in industrialized countries, It appears that

y The aexistence of national plans of development, of a more or less
ambitious scops, bearing upon rehabilitation of agriculture and
expansion of the industrial sector is reported by the Dominican
Republic, Egypt, Gresece, India, Iran and the Philippines,

Except for India, which submitted an outline of her economic
plan, the plans were described in very general terms, and several
of them do not seem to have progressed beyond the blueprint

stage, ‘
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if faced with such difficulties, most of the goverxhents of this
group expact to make use of import restrictions, and scme, namely
India, Greece and the Philippines, would solicit assistance fram
the intemational' Specialized Agencies., Finally China and the
Philippines consider that recourse would be taken to ccmmodity
and trade agreements, The point is also made by a number of
countries that, in the longex'.:_un, economic .development and
diversification of production may render the mdeMevelopﬁ
countries less vulnerahle to fluctuations in foreign demand,
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Section IV Employmentquliciea in non-self go&erning territories
‘ The basic economic conditions in non-self governing territories

are essentially those of underdeveloped areas and are characterized ‘
by a lack of productive equipment in relation to the available
manpower, 16w productivity of labour and depressed standards of
living which are often at the subsistence level. There is a wide
prevﬁlence of disguised unemployment as a result of which the
problem of unemployment in these areas takes on the character which
was discussed in the sestion dealing with the underdeveloped |
countries, Australia for instance méntion’s that "the sconomy

of the non-self governing territories of'the Commonwealth is largely
subsistence agriculture and the maintenance of full employment

in these areas is ndt therefore a problem", while New Zealand
" declares that "the questionnaire in its ‘terms is hardly applicable
to the special conditions in the non-self governing territories for
vwhich New Zealand is responsible!, That a "solution" of the
uriemployment problem in these areas is provided by the shock
absorbing effect of agriculture was mentioned in the réply of the
United Kingdom which states that: "Urban populations are relatively
small and even urban dwellers retain tribal connections which, in
the main, enable them to return immediately to their viilages and
support themselves by agriculiure when. other forms of work are not |
available, In this type of community, therefore, there is no

real unemployment problem",

The reply of the United Kingdom mentions, however, that
substantial unemployment exists in some of the areas, namely in some
of its West Indian territnries; ssperially Jamaica, and in scme
coastal towns of West Africa. This unemployment is due, aside
from the natural increase in population, to an acceleratec drift
from rural to urban areas, and to the discharging of a considerable

-

number of persons who had ¥®en engaged in war service or special
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war work. The latter two factors "cha.ﬂqu the problem from one
of mdéremploymmt in agriculture to one of:urban unemployment®,
mé reply calls attention to a number of long-run programmes for
8griculturaiand‘industr_ia.1 develoﬁnent -jointly sponsored by the
United Kingdom and local governments, and encouragement of private
investment by local capital, It adds vthat scme measures of
stabilization of razixers! incomes were t.akanbby the local
goverrments in the form of central marketing arrangements for the
most important products. These ai!rangenents include long tem
selling contracts and price guarantges through the operation of
stabilization ﬁxnds.

The United States reply does not give the magnitude of
unemployment in its non-self governing areas, but it mentions. that
#the problemsof maintaining full employment are probably most
difficult in Puerto Rico®, The reply refers to deveiopnmt
programmes in Puerto Rico and the Virgin Islands and to the
existence of some autamatic stabilizers in several of its territories,
In Hawaii and Alaska unemployment insurance is administered under
local legislation similar to that of the states, In Puerto Rico,
tvarious United States Department of Agriculture programmes operate,
including agricultural price support for sugar”,

Belgium and the Netherlands did not reply to the question

eoncerning the non-self governing territories,
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The oountriea uhioh are primarily intsrested in counteracting
eyclical depraaniona are t.he devaloped coun'cries with predcmimhtly
private enterprise systems,  In cem.ra.ny planned socialiat.
" countries the problem of maintenance of full anployment 48 -an ‘
integral part of generé;l. economic¢ planning, In under-developed
countries and non~self 'govérning territories -the problem of
cyclical unemployment is overshadowed by the enormous problem
of disguised unemployment which may be eliminated only. by econoﬁic
development. |

The developed countries that are based predominantly upon
private enterprise emphasise the mitigating effect in periods of
declining econamic activiti of automatic stabilizers such as ,
payment of unanploymént benefits during a slump, guarantees and
support of farm prices, and the maintenance of relatively rigid
government expenditures in the face of reduced revenuesA.

- The developed countries also -generally ‘decla‘i‘e that they will
not be satisfied merely with the mitigation of depression as a
result of the automatic stabilizers, but that they will also venture
into active .bounter-depresaion .measures. - Although various
measures of this sort are taken into comsideration, the mostl
frequently mentioned is public investment financed by government
borrowings The problem of the timing of counter—depression
measures, hwéver, is 4n z;. number of cases treated rather vaguely and
it is therefore not clear at what stage of the slump the countries
concerned will resort to such measurés.

Most of the countries indicated 't;hat if faced with a deciine ‘
in the foreign demand fort heir products they will sooner or later
have to resort to import restrictions, The ultimate effect of

such restrictions upon the volume of world trade, the structure
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of production and the standards of living of thé countries
affected will depend upon (a) the ﬁature of the import
restrictions that are selected and (b) the extent to which
these are countered by protective or retaliatory measures, .
especially on the part of the countries which generuted the
deflationary pressures, '

Both the International Monetary Fund and the International
Bank for Reconstruction and Development consider that their
financial resources are insufficient in the event of a world.
crisis to-afford widespread protection against balance of
payments pressures or to be a leading influence in

anti-cyclical timing of investment,





