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Or. Engl.

EXECUTIVE COMMITTEE

PREPARATION OF THE THIRD REPORT OF THE
ORGANISATION

Note by the Secretary Gensral

At the meeting of the Councll on 2nd June, 180,
the Executive Committee wns invited to prepare a plan
of work in conncction with proposals made by the
Soerctary-Goneral for a programme of further Europcan
economic oxpunsion. The attached note is submitted
to the Executivs Comrmittoec 'or CONSIDERATICH as 2
baslis on which arrangements for preparing the plan of
work might be made.
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PREPARATION OF THE THIRD REPORT OF QiiXC

Note by the Secreatary General

o8

At the meoting of the Council on Friday, 2nd June,

the Secretary General made a number of proposals des

;1lgned

to indicate the outstanding features of the Third Re port
of the Organisation and drew attention to the spscial

importe nc@ of this rerort in providing a geners

1l

pers poc ive of economic deveclopment in the years following
would be

the e¢nd of llarshall Ald. He suggested that 1t
necessary to talle 2 long view of the economic j

prospects

of licmber ¢ ountries and to plan for a steady expanslon of
production and the meansg of production. Hig propqsals,

which were noted with approval by the Council,
follows: -

werec asg

"(i) Each country will give details of its own
proposed objectives for the ncxt four or

five years. It will endcavour to 1g

down

the main lines of the investment programme
which it counts on carrying out or which it

expects to be carried out, together

with

the policy it intends to adopt, 1In order to
ensure the- griatest possible ocvﬂopment and

rcsourcvs,
stablility;

boest possible use of its productive
while proscrving internal financlal e

(i1) Ths role of the Organisation will b
comnare the n“tzonul objecetives, ©o
programmes and to barmonlse them so

c to

licics and

as to

avold contradicblons and waste of resources;

(iii) Any difficultics cncountered by ind
countries will be cxamincd and the
possible jeint effort will be made
come thom,

2. The fxececutive Committec will wish to talkoe
opportunity of disgcussing theso proposals and
a plan of work in ordar to give effcet to thoem.
will also wxnh to consider thu further proposa
Soccretary Gencral, which was accopted by the C

ividual
greatest
to over-

an carly

preparing

)
1 of the
owneill,

that: -

"(iv) The Council at ministerial level will oxaming,

two or three times a yeur, a report
progress achieved by licmber countrl
efforts to reach fviability!'."

on the

es in their
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The Sceretary General will be circulating a scparate paper
on this proposal in duc course.

3. The first -of the Scerctary General's proposals ombraces
the objectives, policies and pnrogrammcs of the participating
countrics. Each of these will rcquire separatc considcra-
tion.

4. Objcctives

The participating countricsa need to take stock once
again, as they did when the OEEC Report of 1947 was drawn up,
of the fundamcntal tasks in front of them. Of these, the
nced to achleve and maintain a sstisfactory level of
ceonomic actlvity without cxtracrdinary cutsidce asslstance
must continuc to rank first, and constitutes the gencral
frameworlk of all other efforts. It is, indeed, to the
most rapid cconomic development that their available
rosources will permit that liember countries rust look, if
they arc to achieve lasting independonce of oxternal aid.
They will requirc to prescrve internal financial stability
on the one hand and to encourage an expanding world cconomy
on the other. From thesc gencral objcctives springs the
need for greatecr specialisation within a larger European
market resulting from the progressive liberalisation of
trade (eithcr along the lines already followed within the
Organisation or along difforcnt lines, on an industry by
industry basis). A reduction of obstacles to the free
movenent of pocrsons 1s 2l1so implied. Other objectives will
vary with the needs and rcsources of individual countries.

5. A statcenent of objeetives in broad terms will have only
2 limited value unless it is related to the concrecte
problems that countrics are facing or expect to face. It
will be necessary for licmbor countries to indicate the
dircctions in which they wish or expect cconomic develop-
ment to take place, how thoy intend to maintain or
accclerate the tempo of eccnomic activity, and what
difficulties they foreseo in achleving their programme of
expansion. This must mean expressing some of the main
objeetives in figures in order to bring out the emphasis
placed on thom and to show that they are consistent with
ocne another. '

6. It will be desirable, for example, to lay down, as
yardsticks of expansion, a scrics of estimates of the year-
by=yecar movement in national production, consumption and
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investment betwoon 1950 and 1955; among other itoms in
the national accounts that would have to be included would

be government expenditure, imports, exports and the balance

of payments. These figurcs would provide a sketch of the
expansion in the national economy of cach licmbecr country
that secmed both practicable and in keeping with its:
general objectlives. They would show to what purpose the
avallable resources might be used; the changes in
productivity and employmont that might prove possible; the

scale on which investment might be carricd out; the pattern

of trade that might cmerge.

7. It is obvious that figures of this kind cannot be

- forecastv with any praeision. It would be sufficicent if

Mewmber countrics could indiecats the orders of magnitude

of the changes which they anticipate so as to enable the
broad consecquences to be measured and the consisteney of
things to be tested. The maximum flexibility in supplying
the Information will have to be reconciled with the nced

for comparability of the results,

+8. Policies

The policics pursued by lember countrics in sceking
to achieve their objJectives will necossarily vary with
the sgituation in cach. Some will have greator froodom
of aection than others:, and some willl hive greator
certainty as to the policies that they can pursuec

. consistently over the ncxt five yoars.

9. Of the policics that bear most diroctly on cconomic
expansion those rcloeting to cxternal and internal finance
will be of major importance. Countrics will recquirc to
indicate on the onc hand the rclation between occonomic
expansion and thelr balance of payments; and on the other,
the policios by which they hope to sgecure a bzalancoe
between the investmoent programme which they submit and
the flow of capital necessary to financo it. iy

10. Information on manpower and cmployment policy will
also be necessary. The sucecass. of a policy of ccononle
expension.will depend in large msoasure on the use made of
man-power: the avoidance of unemployment, the movement of
labour to plices and industrics whore it 1s scarce,
training and tho development of skill, the cncouragement
of methods of produection and menagement that make for
high productivity end better industrial relations,

-y
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improved Opportunitios for ‘enigration from countrics
°uffcr1n~ from over- powulubion or protracted structural

"uncmployment. RETI

1l, In order tq provide an outline of their proposed
policies, liembeir ccunbtries may require guidance on some
af the assumptions to be made. They will be obliged,

for PXQmplo, to make a numver of important assumptions

in asscssing the future course of gevernmont expenditure.

* They w1;] s1lso have to buke some view as to the conditions

under which trade will be carried on. It is important
that countrics should be conscious of the assumptions
which they are mcoking ‘and should statc them in their
memoranda, or should buse themselves on common assumptions
laid down in advonce.

12. Forecasts and Programmes

It will not be easy to decide what forccasts or
programmes llember countries should be asked to submilt,
and this will be one of the maln questions to be decided.
Special Importance will attach to figures for investment,
since it pluys so large a role 1n cconomic dc¥elopment,
both in relation to emxloymvnt and to productivity. If
countrics are to meke full usec of available resources and
to sustain 2 rapild increase in production, 2 high level
of Investrient is indispensable. It is for consideration
in what detail investment programmcs should be prepared.
They might, for exanple, show scparate totals for each
of the main sectors of activity such as transport, fuel
and power, e¢tec. They might show, In physical tcerms, the
rate of Investment in such items as housing and elcetric
power., They could not, with-any hope of realism, show
what might be inveated in each industry ycar by year,
with the exception of a fow major industries like stecl.

13. Other iiatcrial required for Third Report

The plans of the participating countries would be
drawn upon in the preparation of the Third Report of the
OERC. They would not, of coursc, form the oxclusive
subject of the Report, nor would the memoranda submitted
be the only ones required from llember countries during its
preparation. Ilaterial on the 1951-52 prograrmes of the
participating countrics will be necessary but should be
cagsier and quicker to prepare. The operation of the
payrients scheme, progress in:.the liberalisation of trade,
the development of the Overseas Territories, internationa
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investments, etc.,, should all find a place in the
Report. But so far as it has a single theme, with
variations from chapter to chapter, it should be that
of continuing economic cxpansion in Western Europe.

14. This theme will require to be treated in the
perspective of a changing pattern of world trade: the
economle expansion of Europe will have to be set in the
context of developments overseacs promoted and
encouraged by Europe and North America and of their
Jjoint efforts to remedy the unbalance in world trade.
In this way, the conclusions rcached will be more
readily co-ordinated with those of lir. Gordon Gray who
has been asked by President Truman to examine the
prospoetive U.S. balance of payments in the period
after 1952.

15. Time-table and Proccdure

The prepameion of thls material will necessarily
take a considerable time. If licmber countries are to
have carricd the worlk to a stage at which they are
able to subrndt inveetment programmes to OZEC for
incorporation in the Third Report, they will rcquire to
begin the work forthwith. If the work is to be useful
it will have to be undertakon on a basls which will
rake the rosults comparsble; the cormon assumptions to
be made and the information to be supplied will both
require cxpert discussion. Thils discussion should
result In the preparation of a questionnaire setting out
the exact headings under which figures should be supplicd.
It is desirable that arrangemcnts should be made for the
prcparation of this quectlionnalre and of gencral :
guidance to participating countries in drawing up
merioranda.

16. The most satlsfactory arrangement might be to set

up a ‘Working Party of experts with general terms of
refercnce. The Working Party would be invited to
consider what information should be supplied by
participating countries to assist in the preparation of

a four- or five-year plan and to rcport to the Executive
Committee as soon as possible; if its recormendations
were approved, participating countries would be invited
to supply Information In conformity with these ;
rccormendations.
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17. The time-table is likely to be a very tight one.
The memoranda will be required by mid-September if the
Third Report is to be complcted by the end of the ycar.
In the next four months, thureforc, questionnaircs

will have to be prepared, agreed, issued and complcted;
there will be awkward statistical and other problems to
be dealt with during the summer months when the stafls
responsible may be on holiday; above all, somo wajor
decisions of policy will have to bs taken in cach' of the
particlpating countrics. Tor this rcason it will bo
necessary to indicate to liinisters at the end of this
month exactly what 1s invelved in the preparation of
memoranda. The hasic assumptions, the main heads of
information sought, the time-table to be followod will
all have to be LH"lH”Cd in the plan of work for which
the Council has asked. Draft quosblonnnlruo, in oth:r
words, will have to be ready by the end: of this month;
without such drafts the points to be submitted to
iinisters will rcmain obscurc. The " questionnalres will
have to be rcudy for subriicsion to the Exaecutive
Cormittec a week in advance of the mecting of [finisters.
Thig leaves at most a fortaisht for the for/1n~ P T
draft the questionnaires and roport back to #40
Executive Committee.

18, At a lator stage 1t will bo necosgsary Tfor the

Dxecutive Cormitbtos Lo ceonslder what action should
aken aftsr Licrbor countrics have submittcd thelir

menoranda in oyxder to glve cffect to the sccond and
third of the Scevctory Goneralls proposals.

19. The terms of reference of the Working Party might
be as follows:-

(1) To consider what guidance should be -given to
liember countrios in drawing up for submission
to OEE rwr- anda giving their views on
uconmmlc Ur 1oununt in the years up to 1955

.

—
e
e
N

To prepare a questionnalre on the obhjectives,
policies and programmes of lMember countries
for the next four or five yeurs;

(11i) To submit recurnfﬂﬂ“tinns to the Fxecutive
Cormittee not later than 20th June.

20. . The EW“CUtLVL Cormittee may wish to suggest to the

Working Party that it should proceecd on the basis of th
gros»nt “uyCP t”"cth' with any @cnwralcx.n.xmg-md,ltnib
y the Exccutive “Cormibtoe .



