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PREPARATION OF THE THIRD REPORT OF OEEC 

Note by the S e e r e t a r y G e n e r a l 

At the meeting o f the C o u n c i l on F r i d a y , 2nd June, 
the S e c r e t a r y G e n e r a l made a number of p r o p o s a l s d e s i g n e d 
t o i n d i c a t e the o u t s t a n d i n g f e a t u r e s of t he T h i r d Report 
of the O r g a n i s a t i o n and drew a t t e n t i o n t o the s p e c i a l 
importance o f t h i s r e p o r t i n p r o v i d i n g a g e n e r a l 
p e r s p e c t i v e of economic development i n the y e a r s f o l l o w i n g 
the end of M a r s h a l l A i d . He suggested t h a t i t would be 
n e c e s s a r y t o take a l o n g view o f t he economic p r o s p e c t s 
of Member c o u n t r i e s and. t o p l a n f o r a st e a d y e x p a n s i o n of 
p r o d u c t i o n and the means of p r o d u c t i o n . H i s p r o p g s a l s , 
w h i c h were n o t e d w i t h a p p r o v a l by the C o u n c i l , were as 
f o l l o w s : -

, ! ( i ) Each c o u n t r y w i l l g i v e d e t a i l s o f i t s own 
proposed o b j e c t i v e s f o r t h e next f o u r or 
f i v e y e a r s . I t w i l l endeavour t o l a y down 
the ma i n l i n e s of the investment programme 
which i t counts on c a r r y i n g out or which i t 
ex p e c t s t o be c a r r i e d o u t , t o g e t h e r w i t h 
the p o l i c y i t Intends t o adopt, i n o r d e r t o 
ensure the- g r e a t e s t p o s s i b l e development, and 
bo s t po:i. 11 hi-..; 11se of i t s p r o d u c t i v o r c s o u r c e s , 
w h i l e p r e s e r v i n g i n t e r n a l f i n a n c i a l s t a b i l i t y ; 

( i i ) The r o l e o f the O r g a n i s a t i o n w i l l be t o 
compare the n a t i o n a l o b j e c t i v e s , p o l i c i e s and 
programmes and t o harmonise t h e n so as to 
a v o i d c o n t r a d i c t i o n s and waste of r e s o u r c e s ; 

( i i i ) Any d i f f i c u l t i e s encountered by i n d i v i d u a l 
c o u n t r i e s w i l l be examined and the g r e a t e s t 
p o s s i b l e j o i n t e f f o r t w i l l be made t o over
come thorn." 

2 . The E x e c u t i v e Comraitteo wi 11 w i s h t o talec an e a r l y 
o p p o r t u n i t y o f d i s c u s s i n g these p r o p o s a l s and p r e p a r i n g 
a p l a n o f work i n o r d e r t o g i v e e f f e c t t o bheffi. I t 
w a l l a l s o w i s h t o c o n s i d e r the f u r t h e r p r o p o s a l of the 
S e c r e t a r y G e n e r a l , w h i c h was a c c o p t e d by*the C o u n c i l , t h a t 

" ( i v ) The C o u n c i l a t m i n i s t e r i a l l e v e l w i l l examine, 
two o r t h r ^ e times a y e a r , a r e p o r t on the 
p r o g r e s s a c h i e v e d by Member c o u n t r i e s i n t h e i r 
e f f o r t s t o r o a c h ' v i a b i l i t y * . " 



Thc S e c r e t a r y G e n e r a l w i l l be c i r c u l a t i n g a s e p a r a t e paper 
on t h i s p r o p o s a l i n due c o u r s e . 

3. The f i r s t o f the S e c r e t a r y G e n e r a l ' s p r o p o s a l s embraces 
the o b j e c t i v e s , p o l i c i e s and programmes of t h e p a r t i c i p a t i n g 
c o u n t r i e s . Each of t h o s e w i l l r e q u i r e s e p a r a t e c o n s i d e r a 
t i o n . 

4. Objec faives 

The p a r t i c i p a t i n g c o u n t r i e s need to take s t o c k once 
a g a i n , as they d i d when the OEEC Report of 1947 was drawn up, 
of the fundamental t a s k s i n f r o n t of them. Of t h e s e , the 
need to a c h i e v e and m a i n t a i n a s a t i s f a c t o r y l e v e l of 
economic a c t i v i t y w i t h o u t e x t r a o r d i n a r y o u t s i d e a s s i s t a n c e 
must c o n t i n u e to rank f i r s t , and c o n s t i t u t e s the g e n e r a l 
framework of a l l o t h e r e f f o r t s . I t i s , i n d e e d , t o the 
most r a p i d economic development t h a t t h e i r a v a i l a b l e 
r e s o u r c e s w i l l p e r m i t t h a t Member c o u n t r i e s must l o o k , i f 
t h e y are to a c h i e v e l a s t i n g independence o f e x t e r n a l a i d . 
They w i l l r e q u i r e t o p r e s e r v e i n t e r n a l f i n a n c i a l s t a b i l i t y 
on the one hand and t o encourage an expanding w o r l d economy 
on the o t h e r . Prom these g e n e r a l o b j e c t i v e s s p r i n g s the 
need f o r g r e a t e r s p e c i a l i s a t i o n w i t h i n a l a r g e r European 
market r e s u l t i n g from the p r o g r e s s i v e l i b e r a l i s a t i o n o f 
t r a d e ( e i t h e r a l o n g the l i n e s a l r e a d y f o l l o w e d w i t h i n the 
O r g a n i s a t i o n or a l o n g d i f f e r e n t l i n e s , on an i n d u s t r y by 
i n d u s t r y bas i s ) . A redue t i o n of obst ac1cs t o the f r e e 
movement of persons i s a l s o i m p l i e d . Other o b j e c t i v e s w i l l 
v a r y w i t h the needs and r e s o u r c e s o f i n d i v i d u a l c o u n t r i e s . 

5. A sta.tor.ient o f o b j e c t i v e s i n broad terms w i l l have o n l y 
a l i m i t e d v a l u e u n l e s s i t i s r e l a t e d t o the c o n c r e t e 
problems t h a t c o u n t r i e s are f a c i n g or expect t o f a c e . I t 
w i l l be n e c e s s a r y f o r Member c o u n t r i e s t o i n d i c a t e the 
d i r e c t i o n s i n w h i c h they w i s h or expect economic d e v e l o p 
ment t o take p l a c e , how they i n t e n d t o m a i n t a i n o r 
a c c e l e r a t e the tempo o f economic a c t i v i t y , and what 
d i f f i c u l t i e s t h e y f o r e s e e i n a c h i e v i n g t h e i r programme o f 
e x p a n s i o n . T h i s must mean e x p r e s s i n g some of the main 
o b j e c t i v e s i n f i g u r e s i n o r d e r t o b r i n g out the emphasis 
p l a c e d on them and t o show t h a t t h e y are c o n s i s t e n t w i t h 
one a n o t h e r . 

6. I t w i l l be d e s i r a b l e , f o r example, to l a y down, as 
y a r d s t i c k s of e x p a n s i o n , a s e r i e s of e s t i m a t e s of t h e y e a r -
by-year movement i n n a t i o n a l p r o d u c t i o n , consumption and 
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investment betweon 1950 and 1955; among o t h e r Items i n 
fch • n a t i o n a l accounts t h a t would have to bo i n c l u d e d would 
be government expenditure, i m p o r t s , e x p o r t s and the b a l a n c e 

of payments. Those f i g u r e s would p r o v i d e a s k e t c h of the 
e x p a n s i o n i n the n a t i o n a l economy of each Member c o u n t r y 
t h a t seemed b o t h p r a c t i c a b l e and i n k e e p i n g w i t h i t s 
g e n e r a l o b j e c t i v e s . They would show t o what purpose the 
a v a i l a b l e r e s o u r c e s might be used; the changes i n 
p r o d u c t i v i t y and employment t h a t might prove' p o s s i b l e ; the 
s c a l e on w h i c h i n v e s t m e n t might be c a r r i e d out; the p a t t e r n 
o f t r a d e t h a t might c>nterg••;. 

7. I t i s o b v i o u s t h a t f i g u r e s of t h i s k i n d cannot be 
f o r e c a s t w i t h any p r e c i s i o n . I t would be s u f f i c i e n t i f 
Member c o u n t r i e s c o u l d i n d i c a t e the o r d e r s of magnitude 
of the changes which they a n t i c i p a t e so .as t o enable the 
broad consequences t o bo measured, and the c o n s i s t e n c y of 
t h i n g s t o be t e s t e d . The maximum f l e x i b i l i t y i n s u p p l y i n g 
the i n f o r m a t i o n w i l l have t o be r e c o n c i l e d w i t h the need 
f o r c o m p a r a b i l i t y o f thro r e s u l t s , 

3. P o l i c i e s 

The p o l i c i e s pursued by Member c o u n t r i e s i n see-king 
t o a c h i e v e t h e i r o b j e c t i v e s w i l l n e c e s s a r i l y v a r y w i t h 
the s i t u a t i o n i n each. Some w i l l have g r e a t e r freedom 
of a c t i o n than o t h e r s , and. some w i l l have g r e a t e r 
c e r t a i n t y as t o the p o l i c i e s t h a t t h e y can pursue 
c o n s i s t e n t l y over the next f i v e yoax*s, 

9. Of the p o l i c i e s t h a t bear most d i r e c t l y on economic 
e x p a n s i o n those r e l a t i n g t o e x t e r n a l and i n t e r n a l f i n a n c e 
w i l l be o f major Importance. C o u n t r i e s w i l l recu i r e t o 
i n d i c a t e on the one.; hand the r e l a t i o n between economic 
e x p a n s i o n and t h e i r b a l a n c e o f payments; and on the o t h e r , 
the p o l i c i e s by which t h e y hope t o secure a b a l a n c e 
between the i n v e s t m e n t programme which they submit and 
the f l o w of c a p i t a l n e c e s s a r y t o f i n a n c e i t . 

10. I n f o r m a t i o n on manpower and employment p o l i c y w i l l 
a l s o be necessar;/. The success, of a p o l i c y of economic 
e x p a n s i o n . w i l l depend i n l a r g e measure on the use made of 
man-power: the avoidance of unemployment, the movement of 
l a b o u r to n i e c e s and i n d u s t r i e s where i t i s s c a r c e , 
t r a i n i n g and the development of s k i l l , the encouragement 
of methods of p r o d u c t i o n and management t h a t make f o r 
h i g h p r o d u c t i v i t y and b e t t e r i n d u s t r i a l r e l a t i o n s , 



improved o p p o r t u n i t i e s f:or e m i g r a t i o n from c o u n t r i e s 
s u f f e r i n g from ovor-pb&ulat'I oh or p r o t r a c t e d s t r u c t u r a l 
•unemployment. \ 

11, In o r d e r t o p r o v i d e an o u t l i n e of t h e i r proposed 
p o l i c i e s , Member 'countries may r e q u i r e guidance on some 
Ctf the assumptions to be made. They w i l l be o b l i g e d , 
f o r example, t o make a number of Important assumptions 
i n a s s e s s i n g the f u t u r e coarse of government e x p e n d i t u r e . 
They w i l l a l s o have to take some vi e w as to the c o n d i t i o n s 
under which t r a d e w i l l be c a r r i e d on. I t i s i m p o r t a n t 
t h a t c o u n t r i e s s h o u l d be c o n s c i o u s of the assumptions 
w h i c h they are making 'and should' s t a t e them i n t h e i r 
memoranda, o r s h o u l d base themselves on common assumptions 
l a i d - down i n advance. 

12. For oca s t s and Programme s 

I t w i l l not be easy to d e c i d e what f o r e c a s t s or 
programmes Member c o u n t r i e s s h o u l d be asked t o submit, 
and t h i s w i l l be one of the main q u e s t i o n s t o be d e c i d e d . 
S p e c i a l importance w i l l a t t a c h t o f i g u r e s f o r i n v e s t m e n t , 
s i n c e i t p l a y s so l a r g o a r o l e i n economic development, 
b o t h i n r e l a t i o n t o employment and t o p r o d u c t i v i t y . I f 
c o u n t r i e s a r e t o make f u l l use of a v a i l a b l e r e s o u r c e s and 
t o s u s t a i n a r a p i d i n c r e a s e i n p r o d u c t i o n , a h i g h l e v e l 
of i n vestment i s i n d i s p e n s a b l e . I t i s f o r c o n s i d e r a t i o n 
i n what d e t a i l i n v e s t m e n t programmes s h o u l d be p r e p a r e d . 
They might, f o r example, show s e p a r a t e t o t a l s f o r each 
of t h e main s e c t o r s of a c t i v i t y such as t r a n s p o r t , f u e l 
and power, e t c . They might show, i n p h y s i c a l terms, tbe 
r a t e of i n v e s t m e n t i n such items as h o u s i n g and e l e c t r i c 
power. They c o u l d n o t , w i t h - a n y hope of r e a l i s m , show 
what might be i n v e s t e d i n each i n d u s t r y y e a r by y e a r , 
w i t h the exception, of a few major I n d u s t r i e s l i k e s t e e l . 

• Other - i a t ' - r l a l r e q u i r e d , f o r T h i r d Report 

The p l a n s of the p a r t i c i p a t i n g c o u n t r i e s v/ould be 
drawn uoon i n the prepa r a t i o n o f t h e T h i r d Report of the 
OEEC . They would n o t , of c o u r s e , f o r m the e x c l u s i v e 
s u b j e c t of the R e p o r t , nor would the memoranda s u b m i t t e d 
be t h e o n l y ones r e q u i r e d f r o m Member c o u n t r i e s d u r i n g i t s 
p r e p a r a t i o n . M a t e r i a l on the 1951-52 programmes of the 
p a r t i c i p a t i n g c o u n t r i e s w i l l be n e c e s s a r y but s h o u l d bo 
e a s i e r and q u i c k e r t o p r e p a r e . The o p e r a t i o n of the 
payments s.cheno, progress, i n : t h e l i b e r a l i s a t i o n of t r a d e , 
the development of the Overseas T e r r i t o r i e s , i n t e r n a t i o n a l 



I n v e s t m e n t s , e t c . , s h o u l d a l l f i n d a p l a c o i n the 
Re p o r t . But so f a r as i t has a s i n g l e . t h e m e , w i t h 
v a r i a t i o n s from c h a p t e r to c h a p t e r , i t s h o u l d be t h a t 
of c o n t i n u i n g economic e x p a n s i o n i n Western Europe. 

14. T h i s theme w i l l r e q u i r e t o be t r e a t e d i n the 
p e r s p e c t i v e o f a changing p a t t e r n o f w o r l d t r a d e : the 
economic e x p a n s i o n o f Europe w i l l have t o be s e t i n the 
c o n t e x t o f developments o v e r s e a s promoted and 
encouraged by Europe and N o r t h America and o f t h e i r 
j o i n t e f f o r t s t o remedy the unbalance i n w o r l d t r a d e . 
I n t h i s way, the c o n c l u s i o n s r eached w i l l be more 
r e a d i l y c o - o r d i n a t e d v / i t h those o f Mr. Gordon Gray who 
has boon asked by P r e s i d e n t Truman t o examine t h e 
p r o s p e c t i v e b'.S. b a l a n c e of payments i n the p e r i o d 
a f t e r 1952. 

15. T i m e - t a b l e and Procedure ""'*•'• - •—~——. 
The pixpcraacion o f t h i s m a t e r i a l w i l l n e c e s s a r i l y 

take a c o n s i d e r a b l e t i m e . I f Member c o u n t r i e s are t o 
have c a r r i e d the work t o a stage a t which t h e y are 
a b l e t o submit i n v e s t m e n t programmes t o OEEC f o r 
i n c o r p o r a t i o n i n the T h i r d R e p o r t , t h e y w i l l r e q u i r e to 
b e g i n the work f o r t h w i t h . I f t h e work i s to be u s e f u l 
i t w i l l have t o be un d e r t a k e n on a b a s i s which w i l l 
make the r e s u l t s comparable; the common assumptions t o 
be made and the i n f o r m a t i o n t o be s u p p l i e d w i l l b o t h 
r e q u i r e e x p e r t d i s c u s s i o n . T h i s d i s c u s s i o n s h o u l d 
r e s u l t i n the p r e p a r a t i o n o f a q u e s t i o n n a i r e s e t t i n g out 
the exact h e a d i n g s under which f i g u r e s s h o u l d be s u p p l i e d . 
I t i s d e s i r a b l e t h a t arrangements s h o u l d be made f o r the 
p r e p a r a t i o n o f t h i s q u e s t i o n n a i r e and o f g e n e r a l 
guidance t o p a r t i c i p a t i n g c o u n t r i e s i n drawing up 
memoranda. 

16. The most s a t i s f a c t o r y arrangement might be t o s e t 
up a V/orking P a r t y o f e x p e r t s w i t h g e n e r a l terms of 
r e f e r e n c e . The Working P a r t y would be i n v i t e d t o 
c o n s i d e r what i n f o r m a t i o n s h o u l d bo s u p p l i e d by 
p a r t i c i p a t i n g c o u n t r i e s t o a s s i s t I n the p r o y j a r a t i o n of 
a f o u r - o r five-7,-ear p l a n and to r e p o r t t o the E x e c u t i v e 
Committee as soon as n o s s i b l e ; i f i t s recommendations 
were approved, p a r t i c i p a t i n g c o u n t r i e s would be i n v i t e d 
t o s u p p l y i n f o r m a t i o n i n c o n f o r m i t y w i t h t h o s e 
r :• c ommend a t i ens . 



17. Tho t i m e - t a b l e l a l i k e l y t o be a v e r y t i g h t one. 
The memoranda w i l l be r e q u i r e d by mid-September i f the 
T h i r d Report i n t o be completed by the end of t h e y e a r . 
I n the .next f o u r months, t h e r e f o r e , q u e s t i o n n a i r e s 
w i l l have t o bo prepared, a g r e e d , i s s u e d and completed; 
t h e r e w i l l be awkward s t a t i s t i c a l and o t h e r problems to 
be d e a l t w i t h d u r i n g the summer months when t h e s t a f f s 
r e s p o n s i b l e may be on h o l i d a y ; above a l l , some major 
d e c i s i o n s of p o l i c y w i l l have t o be t a k e n i n each'of the 
p a r t i c i p a t i n g c o u n t r i e s . F o r t h i s r e a s o n i t w i l l bo 
n e c e s s a r y t o i n d i c a t e t o M i n i s t e r s a t the end of t h i s 
month e x a c t l y what i s i n v o l v e d i n the p r c j ; a r a t i o n of 
memoranda. The b a s i c a s s u m p t i o n s , the main heads of 
i n f o r m a t i o n sought, tho t i m e - t a b l e t o be f o l l o w e d w i l l 
a l l have- t o be i n c l u d e d i n the p l a n of work f o r w h i c h 
tho C o u n c i l has a s k e d . D r a f t q u e s t i o n n a i r e s , i n o t h e r 
words, w i l l have t o be r e a d y by the end* o f t h i s month; 
w i t h o u t such d r a f t s tho p o i n t s to bo s u b m i t t e d t o 
M i n i s t e r s w i l l r e main o b s c u r e . The q u e s t i o n n a i r e s w i l l 
have t o be ready f o r s u b m i s s i o n t o the E x e c u t i v e 
Committee a week I n advance of the meeting o f 31.nisters. 
T h i s l o a v e s a t most a f o r t n i g h t f o r the Working P a r t y t o 
d r a f t t h e q u e s t i o n n a i r e s and r e p o r t back t o the 
Exo cut i v e 0 oinmit t e o . 

18. A t a l a t e r stage i t w i l l be n e c e s s a r y f o r the 
E x e c u t i v e Cornmittoe to cone i d o r wriat a c t i o n s h o u l d be 
t a k e n a f t or Member c o u n t r i e s have s u b m i t t e d t h e i r 
memoranda i n o r d e r to g i v e e f f e c t to the second and 
t h i r d of the S e c r e t a r y G e n e r a l ' s p r o p o s a l s . 

19. The terms of r e f e r e n c e of the Working P a r t y might 
be as f o l l o w s : -

( i ) To c o n s i d e r what guidance s h o u l d be g i v e n t o 
Member c o u n t r i e s i n drawing up f o r s u b m i s s i o n 
t o OEEC memoranda g i v i n g t h e i r views on 
economic development i n the y e a r s up t o 1955; 

( i i ) To pre pare a qu e s t i onnaIre on the ob j e c t i v 3 s , 
p o l i c i e s and programmes of Member c o u n t r i e s 
f o r the next f o u r or f i v e y e a r s ; 

( i i i ) To submit recommendations t o trie E x e c u t i v e 
C o - n i t too not l a t e r than 2 0 t h June. 

20. The E x e c u t i v e Committee may w i s h to suggest t o the 
Working P a r t y t h a t i t s h o u l d proceed on t h e b a s i s of the 
p r e s e n t paper t o g e t h e r w i t h any g e n e r a l cc .ontsmade t e r n i t 
by the E x e c u t i v e Committee. 


