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There is no doubt that onen‘unemploymént~jn Cevlohﬁ
“has become a factor of major economic and social importance.
Indeed the embargsamcut it caused the prcvwous government: a“d
their inability to solve the problem it posed contributed
naterially to the victory of the opposition partly 2t the ey,
1970 general elections. The latest data on unemployment rates
in Ceylon relate to 12568 and show that some 15 percent of the
rlabour force in urban and 10 percent in rural areas werev
unemnnloyed in +the straightforward sense of being available
for work but finding none. These rates are certainly among
the hi@hest‘in Lsia and are one reason why Ceylon has been
selected by ta° International ILabour 0ffice for a plonzer
country sbudy' under the World Employment Urooram&

, Among Asian countries Ceyloﬁ is reasonably well
provided with statisticel data on unemployment and these show
clearly that uhe problen is very highly concentrated =zmong
certain gr ups. The unenployed are not those who had been thrown
out of work and they are not casual labourers ﬁho perforz ‘a few o
hours of work on one day andnone on the next. RathuL, lelJ |
three ouarters of the unemployed are aged under 25 and have no
rrevious work experience. Ir these younger age groups uuemolovwent
raves cen reach over 50 vercent, as shown in Table 4, waoile the
Sbable+CS also show clearly the fall which occurs- in uhe older

-age—-groups.

T

At first sight the extreme concentration of unemplo 2eny

m

mong young labour force entrants seems nc more than the natural

sluggish rates of ‘economic growth

n

conseguence of Ceylon'
(particularly in ©the esrly 1960's) and of an acceleration in

the growth of the population of working age, (from 1.5 percent

in the 1950's to 2.7 percent in the 1970's). However, this

cannot be the entire explanatlon.‘ Firstly, although there &are
statistical difficulties in studying trends in the Ceylon - ;
unenployment situation, the overall unemployment rate apvears to ‘
have only risen slightly over the‘last ten years. Secondly,’ .
there is in Ceylon no official dole or unenployment assistance, '
therefore unless faJll" support is available evéry adult WOrﬁer" ‘
nust find some work, however unproductive or unremunerative its

navure.



TABTE 1

RATES OF UNEMPLOYMENT, SETLECTED AGE-GROUPS

URBAN | | - ruraz{ )
Mgle | o Female V 7 Male | ' B Female
gé-groug ‘ A | B T - A | B T ) A | B T A B
15-19 3,9  40.1  44.0 1.2 51.3 52.5 3.1 30.1  33.2 4.4, 21.3
20~24 4.5 26.7 3l.2 4.2 41.8 46.0 3.4 19.6 . 23.0 - 2.8 25.5
25-4l 3.4 2.0 5.4 1.3 9.7 11.0 2.0 1.3 4,% 2.4 4,3
ATL 15+ 4.9 8.0 12.9 2.5 23.4 25.9 2.5 - 7.6 10.1 2.6- 11.5

Source: Ministry of Planning and Employmeht, Labbur'Force Survey, 1968

(1) including estates o | - . , - :
A = previously employed ~
B = not previously employed

T ;':total“
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. 'But in Ceylon, as elscwhere, the earningo associated with
work in thoge oceupatlons to which entry is relatively open, in
the service scctor or in extremely sub-~divided peasant agrlculturo,
- are so meagre that little is foregone by remaining unemployed, so
long as other support. is forthcoming. In addition the.range‘in A
pessible earnings pessibre for workers with the same education‘and
skill-level is wide. An 'O' level school leaver could:earn at
~least twice as much as a clerk than he could as a shop assistapt,
and an unskilled worker earns much more hlth the government than
X elsewhere. Thus, even where- other sorts of work are available
the income foregcne mey be small, while the reward for patlence,
in the form of the right Jjob, may be high.

Thls is one side of the problem and fits partlcularlj the
phenonemon of educated UnemplomﬁﬂL Fully 15 percernt, ‘for exenple,
of the unemployed are young femsles with 0! levels and above who.
have very definite job desires and are‘only.in aisomewhat speciel
sense "involuntarily unemployed"”. The relatively reccnt’emergence
of unemployed graduates, who also face a very ﬂide range of earnings
"prospects, could also be accounted for by this kind of explanation.
But it is also true that the role played by family enterprises in -
Ceylon is- conSﬂaerablv more limited than in some nelgnbourlno
countries so that. access even to work-sharing occupations is not
all that easy. Unemployed esbtate workers (who account for. 10 percent
of the open unemployed) are an extreme example of this since. untll
their names are put.on the checkroll 1nd1v1dually they can do
nothing.

It is important to realise that the Ceylon unemployment
prbblem is not restricted to particular social classes deépite;
the reliance of the unemployed on family support. The unemployed. .
come from all housekold income groups, although disproportionately.
from the middle levels, and are not all secking "white collar"
jobs. Thus of the first tlme job-seekers in 1968 only 20. percent
of males (47 percent of females) wanved clerical or teachlng

Jobs. And although the education level of the male flrst t1me~

- job-seekers (and more sofsr females) was signifieantly above the
~average for theirlage—group as manylas 26 percent had had under

5 years schooling.
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Thc high rural unemployment rates in Ceylon are
partlcularlv striking They suggest lzT§EE%t@ul&§ that urban
unenmploynent is not the result of migration denuding the rural .
areas of younger workers. Indeed in overall terms rural-urban
migration»has been slight, partly becaﬁSe movement has been
encouraged to new eastern rural areas'(but also partly because
the urban-rural distinction has become very blurred in south-west
~Ceylon, where population density is highest). However, the
traditional dichotomy of urban unemployment, (and wage labour),
and rural underemployment (and family 1abouf) retains some
validity in that open unemnloyment rates in rural areas fall:
'w1tb distance from Colombo.

v

The implications of the characteristics of unemplovwe
in Ceylon are threefold. Firstly unemployment rates ars unlikely
to spiral endlessly because of the need among adult workers to
find some employment.. Secondly unemployment is fregquently a
rational Tesponse on- the part of young labour force entrants <o
the labour market situation they face. Thirdly the oOpen. unempdlo

‘c’i‘

ituation is by its nature incapable of serv1ng as mors than =

partial guide to the overall problems of - labour utilisation. - " V¥nen,
after a certain age, the unsuccessful job-secker departs from the
ranks of the open unemnloyed~and accedes nerely to mémbershiv of '
some overcrowded occupatlon, this marks no 1mprovement in, +h° overeall
situation. Indeed an increase in the size of the labour force coula'
result, not in more\anemploymenf but in lower earnings from wori-
sharing activities. v e

This last voint naturally ties in with the main messege
of Gunnar Myrdal's iamportant work, Asian Dvam;5 that problens of

enployment (or underemployment), i.e. problems of work duratvion
end efflclpncy, of low incomes and low PTOdUCt1V1tJ, are ecually
if not more significant than problems of open unemplo"ment in less
developed Asia. The policy maker has to bear in mind the
p0851b111ty Lhaf allev1at1nb the. open unemployment probleELpould
actually worsen the situation of the underemployed. It esx be
"argued that in Ceylon the back of the unemployment,problem will

1

only be broken when lebour force entrants can go directly to wne
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jébs of their chdice; normally these jobs are in the high earnings,
modefn sectors where not only is prodﬁctivity far above the avereaze
for the economy but also is increasing more'rapidlj. Yet to

attempt to give those sectors the additional support necessary to

- provide work for all those who want the more attractive Jjobs they
hold out,could only serve to widen the gap in average earnings
between sectors and between town and country. Thus if high
productivity sectors can only be expanded at the cost of worsenirg
income distribution, and if productivity growth cannot be controlled,
the increase in total output required to absorb the open unempleyed-
would'be inmense and the problem of uremployment might only be
solved at the cost of 1ncrea51ng the stagnatlon of the low
product1v1ty sectoro.

But of course special steps are needed to tackle the
open unemployment problem since a continuation of the past economic
and social pattern of development in Ceylon, even at akmuCh faste
growth rate, 1s unlikely to ensure theat the desirable Jjobs wi i11
become available fast enough to absorb the increase in.the labour
force. Hirstly serious efforts to promote employment creation in
modern sectors would imply remOV1n0 biases working in favour of
capital intensity in the tax structure or in the exchange rats-
syStém and encouraging the acquisition of the managerial skills
‘necessary to deploy a large labour force, particularly in the semi-
government sector. Perhaps even more important is the flrm .
implementation'ofkan incomes policy designed to maintain a balence
growth of earnings and ih particular to prevent excessive incresses
not required'either to attract labour or as an incentive to skill
acquisition. | ‘

This policy should have an important effect on the supply
side by removing a part of the rationale for waiting for the betser
jobs to appear.~'But it will be equally»necéssary to restructure
the education system so as to reduce the academic bias and

‘concentration on arts-based 'O level work (which produces school
leavers qualified for posts which do not exist in sufficient
‘pumbers) and to break'the current'tOO‘rigid link in people's
thinking between educat 1ona1 achievement and occupation. In-
addition there is a need for adult vocational ‘training wyeisa to
- enable more of the unemployed to set up as independenf_artisans,'
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In the short run there will inevitably be a gap‘ihto
which some form of an energetic Youth uerV1ce schcme should:

best step, (a beglnnlng was made in 1969). The cost of ‘a well
designed scheme could be kept low-since most of the youth

. affected would continue to rely on their families for day to
day suppors. Such a scheme would aim to utilise the , manpower
ol the unem?loyed and would also offer‘training courses., But

it would have to be suited to the aptitudes and talents of the
young unemployed since it must be recognised that conventional
public works programmésAare of limited relévancé when degling .
with ambitious and educated school leevers. It also follows thet
a Youth Servicé schems could not in itself provide permanent
JObS and that the succeg51ul ellmlnatlon of unenployment depenas

V1Ua11y on tne 81multaneous pursult of other policies.

The obv1ous tbmptatlon in ueylon now is to introduce
blases in favour of labour absorption which go further than
compengatving for the biases which work the other way.- Toruunateiy
there is scope for:raisinﬁ output and employment together and so
avoiding these dengers. Greater support, for es amble, could te
given to exports of manufactures which would create more high
productivity jobs while considerable p ossibilities for

intensifying peasant agriculvtural productlon and ralslng incomes
still exist. ' ’



h REPORT ON THE. CAMBRIDGE UNIVERSITY CONFERENCE ON _
‘ " “EMPLOYMENT PROSPECTS FOR THE 1970°S”
September 13—24, 1970
by
Carl K. Eicher’

Overseas Liaison Committee

[ INTﬁODUCT/ON X
The Cambridge University Conference was attended by about 130 participants frorn 30 countries.l The c,onference )
l/vas financed by the UK’s Overseas Development lMinistry ancl hosted by \lesus College, Cambridge-,University. .
| The objectwes of the conference were to discuss prospects for employment in the 1970 s in light of the crisis of -
unemployment in many developing countries. V -
. THEILO'S RECENT REPORT ON EMPLOYMENT IN COLO/I/L_?_IA1
~ Since the ILQ’s recent report on unemployment in Colombia indirectly dominated the- Cambridge conference, |
shall: bringvout the_findlngs of the report.
| The,ll_O sent a 27-member mission to Colombia in 1970 to diagnose the causes of unemployrnent and make
policy recommendations to the government. The ILO team was headed by Dudley Seers, lnstitute of Development

Studies, Sussex. Mr. Seers presented a report on the Colombian mission on the first day- of the Cambridge conference

and boldlv asserted that Per Capita GNP should be ”dethroned" as the central target |n planmng This 'therne, unfor-

it 5 s T ot e s

tunately, reappeared throughout the conference and prevented the discussion from movmg to.a more carefulfanalysis of
the causes of un’employment under varying socvial,"political"and ideological oircumstances and then on ta polioy guide- _
* lines for ganerating more jobs in developing countries. ‘ -
.A. The main findings .on the ILO Employment Team in Colombia were:
1..7, The planning. system over the ‘past twé_nty years has made good progress in helping increase the rate - -
of growth of per capita GNP, -
2. The planning process paid little attention to education and tralning needs and was cautious on key

issues of income distribution and land reform.

3. lncome distribution is a key major constraint on job creation in Colombia.
4, - Land tenure is at the heart of the rural problem and a central constraint on job creatlon in
agriculture.

ILO Towards Full Employmem A Programme for Colombia Prepared by an Inter-Agency Team Orgamzed by the TLO, Geneva,
July, 1970. Available from the ILO office, Washlngton D.C., $4.00 . .
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5 A new approach to planning ls needed—“employm‘ent‘ becomes the target and 'ov'erall grov‘vth‘the .
) by product, rather than the other way around.” - o | |
-6, Agrlculture and secondary lndustry must play’ leadlng roles in a total economy employment

strategy. - '

7. ."lt will be impossible to solve theunemployment ’problem. unless the rural economy and more
~specifically the agricultural sector beCOmes more dynamic " The rate of growth of agricultural
output wrll have to be stepped up from between 3 and 4 to between 5 and 6 percent a year.

The IO report on measures to achieve employment generatlon in the Colombian economy contams no -

. reference in its 471 _pages to an overall growth rate of per cap ita GNP which Colombia should try to aehleve in
the 19705. The ILO team stressed the need to set full employment as a target for 1980 rather than stressmg per
caplta‘ GNP as a target for the 1970’s.’ “However, in subsequent dlscuSSlon Seerspolnted out that .full employment |

| could only be achieved in a growing economy. Seersadmitted that if the ILO policy p-rop‘osals were implemented the

growth of the Colombian economy would probably increase’. from its present rate of 45 percent per year to around

8 percent ger year. Thus, full employment would be generated in the course of a rapldly growing economy

. Unfortunately, conference participants plcked Upséers' suggestlon of "dethronln'g GNP~ and became bogged down 1
in a debate over whether GNP should be dethroned as the central target of plannlng A careful téview of .the lLO
report on Colombia re.reals that the key ‘question is what cluster of pol:cles and |nst|tut|onal reforms are necessary
10 correct same of the more glarlng dlstortlons in the economy, how can. pol;tical support be mobsllzed to brmg

‘about the structural changes—eg land reform—-and how can a coherent process be set in motlon to secure, overseas
- aid and prwate investment compatlble wrth a drrect attack on- employrnent problems,

L SUMMARY OF F/FTEEN MAJOR FAPERS FRESENTED AT THE CAMBR/DGE CONFERENCE

Head 1-Dimensions of 1:he Employment Problem

_PAPER 1. . Dav:d Morse, former Director Genera ll_O “’Dimensions of the Employment Problem 1n

’ Developmg Countnes
la.‘ Open and disguised unemployment represent a waste of some 25— 30 percent of thelr
total fabor potentlal in develop;ng countries.
" b. Employment ‘must take its place, alongstde the GNP'-and of" equal pro-mnence—as a
central object of concern in development planmng and an essentlal crlter:on in the :

examlnatton of progress in development.



PAPER 2.

PAPER 3.

PAPER 4.

~ K. N. Raj, Vice Chancellor, University of Dethi, "Employment Plans, Perfarmance and Future .-

Prospects .in India”

On the basis of detailed analysis ofttbe Indian data -available for the 1950—59 period { con-

a.’

clude that:” . o L
No: t:‘l'ear evidence that the number of: chronically unemployed‘ has been growing or that

; the intensity of employ’ment‘ has been declining with each euccessive Five-Year Plan Such
,data as are avaxlab!e for the first half of the sixties suggest that there was perhaps some’
Jimprovement in the employment. pasition during thls period -both in the rural’and urban

, Vsectors of thebeconom;/. '

A The urban employrnent situation has‘clearly deteriorated since 19(66' retlecting the reces-

- sion in the economy sparked off by the agricultural drought in 1965 and. 1966 7

Since- about one- -third of the urban unemployment appears to have been from the

“education”segment of the urban labor force”in,the Iatevsixtiesv,f there is a distinct

possibility of the number of unemployed among this category. growing ,into'e‘xplos'rve .

- dimensions.

_Dharam, P..Ghai, Director of Economic Research, Institute for Development Studies, Unive’rsityv

of Nairobi, “Employment Performance, Prospects and Policies in Kenya”

a.

b,

Urban unempioyment in Kenya is probably well -in excess of 15‘ peroent.’

Nearly 80 percent of the additional labor force will have to be absorbed in" the traditionial

" sector..

During the first plan—19'6411969-the policies adopted 0 stimulate empfoymen'f weré’of
an ad hoc nature. A more coherent st‘rategy, for employment creation in.the Second Plan

inc{udes:‘ {1} acceleration in the.rate of growth of output, (2) a comprehen;sive income

: poltcy and (3) an lntenSlfted programme of integrated rural development

In June 1970 the government announced another trlpart;te agreement under which both
the government and the private flrms wouid be required to .increase their labor f0|7

1D percent, A policy of wage restramt is an |ntegral part of ‘the agreement

. Pollitt, "Emp[oyment Plans, Performance and Future Pro’spectsvan Cuba;

Data dre inaccurate; it is difficult to make any generalizations about employment

k problems in Cuba.

It has been relatively simple . to import -tractors ‘and mac‘hinery for producing sugar; it has -

been difficult to import mechanized equipment to speed up harvesting.

bf”’

o



‘;Severe orgamzatlon and admlmstrat:ve problems are at the heart of Cuba’ s agricuitural .

development. Examp!es mc!ude !arge agrscultura( investments which are made on the

basis of timited factua | data’ and the’ search for the technological “super—weapons.

" The author conténds that the massive investment-in educating young Cubans will pay

large social‘dividendé in-the 1970’s.

PAPER 5. . Richard Joltey, “Rural Urban Mrgratlon Dlmens ions, Causes, Issues and Policies”

Ca

o a percentage point or so.since the revolution

The author concludes that economic - factors are the predomanant cause, but not neces-
sanly the only cause of mrgratlon ‘ o : RN

The author contends that rural to urban mlgratzon is excessive (relattve to jOb migratton)
in many developang countries and then an adequate so!utlon to employment problems
requires nothing less than an overall employment plan fo_r the whole country. ’However. i

the author wisely notes that an "adequate” pianWiII not be,forthcoming_’in moSt LDCs .

- on account of lack of data, etc. Even if adequate plans‘could be pyrepared_l think the

author places too much emphasis on how adequate plans can solve .problems. Some

mention should have been made of countriés growing rapidly without formal ~deyciopment

plans.
Cuba is one - of the few countries which has reversed the rural to urban migration cycle.

In fact, the proportnon of the population hvmg iri. the. rural areashas, it seems, risen by

improvement in agricuitural incomes is a sina qua non component of any strategy of

‘. -
b

dealing with employment problems in developing countries.

A two-year period of rural service for civil'servants can perhaps be linked to measures to

~ raise rural incomes as_additional professional workers in rural areas could be a vital com-

ponent of a pollcy of glvmg priority to the rural sector.

Head Il-—-St:ategy Objectwes and Choices

PAPER 6. France§ Stewart and Paul Streeten, “Conflicts Between Output'and Employment Objectives™

On examination the passible conflicts between emplioyment maximization ‘and grthh
appear more complex than might-be supposed from the frequently repeated assertion

that we must sacrifice output in order to expand employment.

Any confliet arising between employment and output objectives is thus likely to be a

question of different preferences for an entire time profile of output and employment,

with the preférred output path being associated with a rejected employment path.



PAPER 7. .

PAPER 8.

Etliot Berg, “Wages Policy and Employment in Less-Developed Countries” ™

a.

- The need for faster growth rates of both output and employment in many LDCs has

‘generated many proposals for restraining wage increases. Berg considered some of the

implications of several specific wage guidelines ,such‘ as the linking of‘unskilled Ljrban
wages maore closely to agricultural. incomes, and the reductlon of differentials for skill
and educatlon | A
Berg contends that ’numerousl advantages of wage restraint include the »slowint_:l of 'rurall
to urban migration: However there are strong trade union pressures for wage increases
in many LDC;, However wage restralnt—~even if lt were followed is limited by lts
close dependence on other economic and social pollmes as “wage restraint can have
some impact 6n employment absorption and output growth’in the 1870°s -but only as
one element in a conStstent set of po} lCIES L ' k

The Berg paper was strongly opposed by many delegates—especlally the trade umon

representatlves. Berg’s proposal for linking the average unskilled wage in the urban

sector to average agricuitural wages was taken out of context and Astro‘ngly criticized.

However, Berg's paper is a valuable addition to the literature as it cogently argues

“against the ILO thesis—until reoent‘ly—-that a high urban wage policy is justified be-

cause urban workers are “entitlecl" to a fair wagé. Berg attempted to go beyond

this simplistic argument and argue that such ILO policies may have been counter- - E

‘productive from the point of view of the -total society in many LDCs.

David Turnham, “Political and Social Aspects of Employment Policies and Choices”

a.

A tedlous paper which asserts that the underemployed in rural areas hold little
polmcal power to press for pohctes to expand rural employment in agriculture.
The author asserts that the openly unemployed in urban areas are likely to possess

potitical power and exert pressure on the government to come forth with more ]ObS.

Head III—Polmes for Rural Employment

- PAPER 9

Guy Hunter "Methods of Rural Development

a.

Mr. Hunter,argues that the solution to unemployment problems in many LDCs should
be sought in agriculture. Mr. Hunter advances six propositions on the topic of rural

development which he will test in his forthcoming research.
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PAPER 10. E. F. Schumacher, “Employment Possibilities of Different Types of Technological and "
Structural Innovations” e V ‘

’

a. Mr. Schumacher coined the term “intermediate technology’’ some four years ago andv
“has succeeded in geﬁing ODM (the UK aid agency) to financé the work of a>sméll '
staff in London called the Intermediafe TechnolbgykGroup‘.

b.  The author recommends s'ettibng up éDeve!opment Industries Extension Service’(DlES).
: in"many LDCs in order to _promote intermediate technology. In fact the.authbr is
Qch a firm befiever in ?,DlES fhat he éséerts tHat “without a DlES,‘there'is no réasan
able ‘chance for the developing countries to arrest, let alone reverse, the tfén_d tovyards'
a dual society, oppressed by mass unemployment aﬁd rural' stagnation, if not decay.” (p. é) .
c. Unfo’rtunatefy the intermediate technoiogy gfoup'was nyot taken‘seriousw by deleQ_ates. V
"Uniess the intermediaté‘technology group. moves beyond assertions they will most likely
fade away in a few y'ear‘si’ .
‘Head IV—Palicies for Urban Employment |
V-PAPER 11. George ‘FOQQDh, "“Have Employment Exchanges a Role in Developing Coun‘triesl?’/
a. The author answers the question raised in t!we topic of his paper with é_ ‘qualified “yes.f'
He outlines how lal;or exchanges in developing countries could be made more responsive
to the development needs of the countries. v ‘
PAPER 12. Dennis Akumu, “The Role of Trade Unions in «l'nﬂuehcing and Détermining Vl:lrban’x
' * Employment Policies in a Dev‘el_opbing Country” o S
‘a.' " A well argued paper which contends that f;thé trade L‘lnion movement in’ R
deve!o,é)ing nations must invélvé themselves ;n every aspect of the nation’s ecoriomfc
life | | '
) PAPER 13. - T. M. Yesufu, “Social and E¢onomic Policies for Alleviaﬁng Urban Unerhp!oyment" :
k a.“ "~ Employment creation—in light of massi;le unemployment in LDCs—must be in the fore- -
. -front of developme‘nt objectives. |
b. ,Th;z policy and - strategy of dey’e!opment and employme'nt}creation should. s;im at a
| solid foundation. of imp‘rdved agricuiture, ’agrd»bésed and agro—orign‘ted industries using

intermed‘iat‘e technology and smail-scale industries and services.
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Head V—Intemational Pelicies and Their Effect on Er'np‘lbyment ‘ - -
PAPER 14. v G. Chandler, “The Effect o.f the Flow of Private Sector Finance on Embloyment in Less-
V : Devélop’ed .Countries"‘ :
a. The prime justi'fication Qf private overseas investment ‘(p.o.i.) lies in its contribution
as an effectiyg promoter of ecoﬁomic growth, This should continue to be regarded
- as its main role. |
b. Theﬂ contribﬁt_ion‘of P.O.I. in the effective transfer of techniéal and managerial skills
| should be maximized. : o .‘ RN '
: c.  P.O.d.must be compatible with nationél' policy. However, the type of“te‘chhdlogy, a
tﬁe degree df skill and the level of employment it brings is likely to be inherent in
the industry réfherthan its source of investment. A
PAPER 15. A Hans Singer,‘;"!nternational Policies and Their Effect on Employment”
a. Although diffic;.lltv to quéntify' ;(he author feels confident that the percent of un-
» employ:ed in indusfrial/urban sectors is between 25-30 percent in many LD'Cs.

-

b.  The possible contribution of rich/poor countries relations to LDC. employmént‘qan
be analyzed under the headings of »(1}~ trade, (2) aid, (3) priv;te investment, - )
(4} sciencé and technology, andA (5) international liquidity. g |
-C. Trade'has the potenﬁal of .ailowing many LDCs to seek an éutlet for their abundant
fabor through trade. Unfortunately there are Vrﬁ»any trade barriers which constrain :
trade between LDCs and DCS. ‘ .
d.  Research is needed to i‘dentify the types of industries which are pérticﬁfaﬂy iSBor e
| intensive, Lary of the NBER ‘has found thét*kabor intensive products in the U.S}y
include: :épparel and related products; . leather .and leather products; Iuﬁber and
wood. products; textilke,miiil prbducts; furniture and fixtures; rubber and p!asﬂc produkcts_“ «
e. Hdw can the'AlD/emponment ratio be ihproved? Measures include: |
{n Allocate aid to local costs—perhaps as a fixed perc'entage. A
{2) Increase aid to expand, repair or maintain existing project;. ‘ '
(3 Public works. | |
f. ‘Pfi\;ate foreign investment ihas a bu‘ilt in bias towards a smal§ but well paid labor force. h
Much wattent‘i‘on shoufd be directed to ho:w the employment content' of private foreign:

investment can be increased.
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g.. Science and Technology—the richer couﬁtries hé;/e leéé‘Than one-fhird' of the world’s
bop‘uiatioﬁ and account:for about 99 percent of the world’s sciehtifi_c and technological
innovatioﬁ. . -

h.  Singer’s paper was an important contribution to_the conference.

Iv. RESPONSE OF DELEGATES TO THE F/FTEEN PAPERS .

Over the eleven days fhe debate centered on policy duestions even though .ihere was a dearth of empiricél data.
The laék of factual information plus-the sparse rep_résentation from Latin America and the large number of labor-
. feaders and labor commissioners preventéd a céreful diagnosis of the Eaus_es of the problerﬁs in different areas of the
' vwbrld'. As a result rﬁany'delégates left the confefence with_ a feeling that the basic. issues had not vbeen‘ debated_f i

One of the reéurring themes of the debate was the relationship bet'vlveven outpuf and empldymént. For ex‘ample,.

the chairman repeatedly ‘asked the delegé’tes to _comfnent on whether GNP should be dethroned and employment |
generation become the central target in planning. However, one African summed up this mat.ter by noting that rarely '
does a country have the fréedom to pursue one target. For example; he‘rjoted' that presently the UK vras trying to
cope with inflation, balance of payments prdblems, geographical inﬁome disparities, etc. This \/iew sums ur the
dilemma very well. Only an academic can try to f._orce the dgbate—eithér'GNP or employment—rather than realiciiy
that in practice a blend of tar_éets will have to be considered and these targets will have to be adjusted over t?'ne.v,

The conference did agree that reliance oh output expansion would not solve many unemployment problems‘and. -
_ that single-minded economists Who pfomot_ed high growth rate plans should recognize that unemployment remains
high .in many countries—Kenya, Jarhaica, etc.—which have achievéd GNP growth rates of 6—8 pércent’ over 'thg past
ten years. | | ‘

~ The conference produéed a major split over the causes and solutions to embloyment problems.r O’ﬁe group of
delegates—the structuralists—argued t'hat the monopolistic Iand‘-ténure patterns, dominance of foreign private firmsi in
LDCs, etc., require changes in the structure of the economy and are a prerequisite for employmeht generation.
Another group éf delegates érgﬁed that there is substantial scope for employment generation provided that the dis- .
" tortions or biases in the economy are corrected. Such distortions included trade union pressures which elevate money
wages above the real cost to society of employing labor, subsidies for using capital-intensive technology, and fhe
capital bias of technobgy—barticﬁ!arly mechanical'techndlogy—\)vh,ich is exported from developed to d_evelopinQ
countries. 'Hepreéentatives from ODM e;rgued that these distortions were often underplayed by repres.entativ'es of
developing countries and that there is substantial scope fdr employment generation in many countries if the countries -

—

improve their own policies to remove these biases and distortions. Parenthetically, it should be noted that the thrust
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of Employment Generation in Africah Agriculturev lies in the significant scope for generating-employment in A‘fricban
agriculture thfough the efirr.1§nation or reduction in the distortions in the economies.’ V

There was an impasse among- delegates between‘the's'tr‘uctural and distortion approaches without realizing, in
my judgment, that a combinatien of approaches will often be needed to .generate emplbyment in many countries.
For exampie,v in the ILO feport on Coiombiaz‘major attention 'is directed to. overcoming land tenure problems
(str'uctufai changes) as Well as_c’orrecting capital investment allowanees'(distortions) whieﬁ' offer incentives for firms
10 replace labor with machines. ‘ '

- On iam‘ily.planning; the confe.ren‘ce was di;apboihted(y quie,t.v Inif‘ac’t, the chairrﬁen refused to entertain a
proposal ‘that far.niiyuptannirig shouid be inc|ujded‘ in the fist of recommendations emerging from the conference.

The chairman. claimed. that farﬁi!y planning was not an appropriate agenda ftem beeause the title of the conference
was restricted to employment problems fﬁ the 1970“5 and since family pfanhing would ‘Areduce the supply of Iaborr,
until the 1980’s (the newcomers to the labor force over the 1970m85,period were already kbornA) there was no reason
to discuss family plenhing.‘ The inabiility .of fhe confere‘rice to examine some of the connections between‘.populatiqn .
growth to embloyment' problems was a major shdrtcoming'of' theA conference.

The'lnterm'ediate Technology Groub was formed- in. the UK; about four years ago by Mr, SchUmacher as' an
organizatien to further the research and the exchange of information on intermediate technélogy. ".ODM is heiping
to finance the work of the Intermediate Technology Group. Uﬁfortunately, the intermediate Technology Group has
relied on slogans and does not seem to have advanced any cogent analysis of the relationships between intermediate

technotogy and empioyment. .

The conference devoted considerable time to an analys;s of the determinants of migration. Nurnerous members
of the conference rejected the Todaro model of m!gratlon whlch introduces the probablhty of finding a 10b as a
major determmant of migration under circumstances where there are pos;tfve earnings in agr:culture and open ‘un-
ernployment‘ in the urban areas. Although many discussants crmcszed.the ‘Todaro model it was generally sgresd that
;‘in spite of these criticisms, the development‘of a systematic if simple framework for analysis isia great step forviard,
~since it makes possible the‘rigoroue investigatioyn of the quantitative importance of different fectors influencing the .
joverall rates of‘migration" {Jolly Paper, No. 5). V | |

Unfortunately the delegates frorn"trade union‘s,«!‘a‘bor exchanges and labor commissions rejecied the bossibility'
that a high urban wage policy may stifnuléte rural to urban migration. Obviously much rnoreresearch is needed

on migration in developing countries; the ‘Todﬁaro‘ model, in my judgment, provides a very useful starting point in

Carl K. Eicher, et al., Employment Generation.in African Agnculmre, East Lansing: Mlch|gan Stats Univers»w, lnstm_te of
Internationat Agricuiture, .Iuly 1970.

2np cir.’



~10—

such rese;rch. The Todaro mod(.elAis hot meant to guide policy at this point i time. It shoald be a stimulus to

‘ col!ec;; data in order to test the model in c'ofm‘tries at different stages of devevlopment; N

V.. SUMMARY -

1. The Meaning bf'DeQetopment; ‘The conferenceksérved to remind delegates that we seriously need to
reexémine our assurnpti'ons about the méaning Gf developmeni and the indicatorsﬁhich'havé been
vsed to meésuxe development dver the past two decades. External donors are remarkabl\/ silént on
this issue and perhaps are unduly wedded to the conventional wisdom of the 1960, For example,
the Pearsbn report promotes the targ‘et’ of six percent growth and the need for massive jnéfeases in
capital aid from external donors. "A.lthough it is easy ‘to counter the six percent target by contend-
ing that emplo.yrhent‘should be the central target c:)f plaﬁning, it seemns realistic that one of the key
components in planninnghvou'ld be to insure work is'generated for the masses *““which xs sociaily 'proa V
ductive and yields enough incomé fdr a .reason_enble' standard of (iving.”‘l Tanzania is one of the
few:’African countries with political leadership focused on How tHe masses. can participate in the
deve!opmeni process, hqv& regional income inequalitie‘s can be tackled and how the educationél
system c‘an‘bevfeoriente‘d to the financial canstraints and to the predominantly agrarian nature ofj
thev Ténzanian society. Unfortunately Taﬁzania refused to send a délegation: to the C.ambridge con-
ference and the Tanzanian-caﬁe was not discussed. Atthoﬁgh._'there are many inconsistencies in
Tanzania’s Second- Five-Year Plan (promotion of animal powered -and. tractor schemes by different
Bii/iéions withi'n thé.Ministry of Agricuft,ure) President Nyerere’s introduction to the Secohd Plan |s '1
one of thé most articulate staterments. that | have read on‘ the meaning of déve]qpm'ent.

2. It was agreed that slowing of population grthh and devising more-labor intensive techné!og‘? Weré
lopg—run' solutions to\the employment problems. In the short ancilvintermediéte run the reliance on

* | output expansion will be an inappropriate meth‘ocvi bf‘coping',w-ith employment ‘prob’}ems in many |
developing countries, -Singerhas estimated that poﬁulaﬁon'is now growing ét three pércent per ye,ar"
- im developing countries as compared with a one percent grbwth rate in western Europe at the end

- of the 19th century._ Also, Singer estimates tha‘tAit costs three times as rﬁuch as it did in 1900 to
create one job. ’ HeynceA, he estim’afes that it now costs nine times more to create jobs as it did ih’
1900. | A | | o

3. ° The question of whether structural change or correcting distortions is the solution to employment

problems is a vast oversimplification of reality. Distortions are often “swept under the rug” by

T
_IL_O» Report an Colombia, op. cit, p. 15.



planners in deve!opiﬁg countries.” There are su_'bs(tantiat opportunities far Eab0|; absorptioh through
the Vcorréction of distortions—fbarticulariy in ;:ountries which have a.fairly equitabi_e system of tand
tenure—e.g., much of fropical Africa. However, the'correct‘ion of distortions in many .countries wﬂl
be insufficient, For examp&é, in Ecuadér it is estimated that four pefcent of the population vown
60 perce’nt of the Iand.. The correction of( d‘istortions will likely produce token scope for labor
absorption 2n such an economy. A

In real world situations both the removal of distortions and structural changes will be required.
Whether poli‘tical‘sup')port for structural changes MII be present is a matter which must be analy.z‘edA
from country to country aﬁ‘d time period fo time period.

4. Even though the conference recommended moving away from reliance on output expansion as a .
means of salving employment problems it was acknowledgéd that a growing economy was an important ,
method of absorbi.ng labor. HoWever, unequal income distribution in many developingvcountries casfs
serious doubt §n output expansion as the-overriding target in planning. More research is needed on
the identification of rural-urban income inequalities and géographic and ethnic income inequalities
within aériculture. Conventional government programs to expand output in agriculture are unlikely
to affect the bottom one-third of the rural popufation. -Under these circum‘stances go\/ernmént action rhay

have to be placed on measures—rural public works—which directly assist the bottom one-fourth to

one-third of the pﬂopulatiovn.
5.  There is token indigeneous research to guide social and economic policies in Afr'ic_a.'“Topics'such as
migration, the creation of technology kto match ’local factor endowments, attitudes to f’ahwily,p!anngpg :
in rural areas, rhfcro level studies of major crbp and livestdck producing areas, etc., are receiving t_bken
attention by African researchers. There are few, if any, African sociologists, for exampla, who are
actively advisin’g an African government on.matters of unempioyment. Rese;arch on economic and
‘social policy—-employmeﬁt, income distribution, urbanizations, etc.—is obviﬁusly an extremely high

priarity research topic for Africans and for donor agencies.
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TAB D

EMPLOYMENT PROBLEMS AND PROSwd

1. Magnitude of the Problem .

Ufban Unemployment

A growing body of data indicate alarmingly high rates of open
unemployment (ranging as high as 20 percent) in the major cities of
IDCs. Among the 28 USAID - recipient countries shown in Table D-1
- twenty-three have.experienced open urban unemployment rates above 5
percent. These include Colombis (BOgota), Ghana, and Indonesia
- with recent urban unemployment rates of 16, 12, and & ua peruent, re~
spactively.

) Moreover, some of available time series suggest that if recent
trends continue, urban unemployment rates in the seventies will
incresse, on aversge, by half a percentage point per year in such __
countri€s as Chile, Pahama, and the Philippines (calculated from
* TabltéD~-2). OFf specizl interest are predicticns in the FY 1972
Countxy'Fleld Submissions for Colombia arnd Morocco. The former

predicts an increase in open urban unemployment from 13 percent
in 1969 %tc over 15 percent in 1972, The latter concludes that even
if 1968-1972 develcpment plan targets are met, unemployment will
increase by 25 percent from present levels. Another estimate, based
on urban uhemployment data from 14 IDCs, predicts an ini ease of almost
- 75 percent in LDC unemployment rates from 1970 to 1980.

'S

"Open" co» "full- time unemployment is only part of the urban em~
ployvment problem. "Under-employment' in low inecme activities is
growving repidly in urban marginal services (for example, in Latin
Arerica, the economically active population in the latter category-
is estimated to be growing almost_three times as fast as in basic
services, govermment, and trade).2

Rural‘Unemployment“

In contrast, rates of open unemployment are significantly lower
in the rural sector. Only 5 out of 13 countries for which data are
available showed levels of rural unemployment above 5 percent (see
Table D-1). These include Jamaiea, Malaysia and the Fhilippines with

1/ See glso Hans W. Singer; "Brief Note on Unemployment Rates in
Developing Countries," Manpower and Unemployment Regearch in
Africa, April, 1970, pp. 1-3.

g/ See United Natiozms, EConomic Survey of Tatin America, 1966, p. 31.
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rates of 12,4, 7.4 and 6.9 percent, respectively. These rates give

no indication, however, of the extent of uhderemployment in the country~-
side. BSurvey data indicate that 10.7 percent of males and 17.5 percent
of females in the rural lgbor force in Ceylen worked less than 20 hours

a week in 1968. 1In India L41.2 percent of the rural labor force worked

less than full time in 1958/59. The j‘igure for the Philippines was
30.4 for the male rural labor force. ‘

Taken together, total'uvemnloympnt and under-employment in ILICs
represent a glaring waste of their most abundant rescurce.

Underlylng ¥actors

Underlylng this unemployment expiosion"” is the recent "population
explosion." But femily planning is a long run employment policy since
changes in population growth affect labor force growth with a 15 yeer
time lag. TFor LDCs as a whole, the averesge annual rate of labor force
growth is expected to increese from 1.7.percent in the 1950-1965 period
to 2.3 percent during 1970-1980 (in gontrast tc a decline from 1.1 to
1.0 percent in developed countries). ‘The acceleration is sharpest

" in North Africa where the rate of annual labor force growth is expected

to more than double {from 1.1 to 2.6 percent). In the densely populated
areas of "Middle South Asia" (including uevloq, India end Pakistan),
substantial acceleration is also expected (from 1.4 to 2.0 percent).

Even where labor force growth is already high, such as in "Tropiecal:
South America,” further acceleration is expected (from 2.7 to 3.0
percent). ' . '

7 3./ David Turnham, The Employment Problem in Less Devel oped CountrleS'

A Review of Evidence (Paris: OECD, June, 1970), p. 77.

4 [ Lavor force data are derived from deta given in J. N. \p81lant1s,
"World and Regional Estimates and Projections of Labour Force,"
ISLEP/A/VII.k/Add. l 1966 (mlneo), as reported in David Turnham,

op, cit., p. 3.
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Rates of population increase have universally been substantially
higher in urban areas than in rural areas (7 versus 0.5 percent ir
Colombia, for example), and large cities have grown more rapidly than
small cities (see Tables D-3 and 4). These phenomena reflect both
high rates of natural é?crease in urban population and high rates of
rural-urban migration.

But industrial employment growth has typically legged behind
urban population growth (see Table D-3). Consequently, the services
sector has vlayed an important rcle in sbsorbing the urben lzbor forse.
And as labor force growth continues to accelerate, an increasing pro-
portion of its urban component will probably become unemployed or
underemployed in merginal services.

‘Employment is not however, a strictly urban problem. Changes in
agricultural employment opportumities obviously affect rural-urban
migration and urban wmemployment. It is typical for 50 percent or
more of the population to be rural (reaching 85 percent in the case of
Indonesia) and for agriculture to account for similarly high shares
of the labor force. The agricultural share of total production is
also substantial (above 50 percent in Nigeria and India) despite the
low productivity which characterizes LDC agriculiure (see Table D-5).

Even 1f urban employment increases at the high rate of L percent

"a year in a country with 80 percent of its labor force still in agri-

culture (such as nger1a) and its total labor force growing at an

~annual rate of 3 percent, it will take 50 years to reduce the pro-

portion in agriculture to 60 percent. 1In the meantime, the absolute
size of the agricultural labor force would have incressed threefold!
Thus, employment policies for most ILDCs will have to be d851gned Tor
both the urban and rural sectors.

/  That migration should continue in the face of substantial urban

unemployment has been attributed to a continuing, extremely

large income differential (as high as 300 or LCO percent) between

rural and unskilled urban wage labor. Other attractions of the

urban environment have been c1ted as well. See Turnham, op. cit.,
. 97-105, 152<159. ' ‘ :

L
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2. Policy Options

The ma,jor alternatives for addressing the Troblem are correction
of price dlstortions, posaible subsidlzstion of employment, inecreased
public works, the decentralization of growth, and agrarien reform.
All have heen talked sbout often -- Tew have been tried on s sustained
beslsg.

A fundemental difficulty in cbtajning lebor-intensive LIC industrisl
investment is the relistively chaen oozt of cawnitel ond the relatively
nigh cost of labor in capitali-gcaerce, labov-shbundant countries. Ihere
ig congidersble evidence that czp.ltaT costs are heavily subsidized in
the Torm of overvalusd. cur*encies which lower the cest of inported
equipment, preferentisl or zere tarifis for ceplisl equipment, fixed
retes of interest at unrealigbicelly low levels for loans cn eapital
equipment, end speclal inf-enu:hes » such ag tex helidays or repid
preciation write-offs, given to investment in cepital equipment.
Capital-intensive production 1s also encouraged by bank discriminetion
in Tavor of lerge over sm.llnsca_.e ndustrisl enterzrises In the zraanting
of credlt,

Isbor coshs are kept artificially high through trede union and
government actions on wages withous af'fsottifzg “’“Og’l’&u.ﬂ tn Increase

cyroductivity. The result is to check inyment growth, encscurage

capital-intensive techni ques end ‘c*mu.;a,w rurai-urban wigration.

IIC governments znd donor ingtitutions have only begun to recognize

he importence of these price distortions for ILDC employment growth. A

"‘o date theve has besn little empiricel study of the smployment effects
of mctual sttemphs o reduce thess price disztortions.

Casual empirical observa.ticm suggestz that some Agien countries
which have implemented exchange reform, impcrt libersllzatlon, and /or
interest rate and credit reform policles in recent years have also
menifested reletively rapid rates of growth of industrisl employment
(see Korea, Pekisien, and Turkey in Table D-3), These policies have
had a positive impsct en employment directly Dy increasing the price
of capitael relative to labor, and by stimulating exports, jmport sub-
gtitution, and domesgtic and foreign saving. The Philippines, however,
menifests a reletlvely slow rase of industrial employment growth and

6/Some of thege distortions are epr.icitly recognized in the FY 19372
Country Field Submissions of Colombia, India and Turkey. PFurther
discussion and evidence may be found in Turnhem, op. .‘EE" pp. 137-8.
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persistent high rates of urban unemployment, despite exchange reform
end import liberzlizetion during the eerly sixties. This poor
employment performance has been attributed by one observer to
"effect%ve minimm wege legislation“ and “incredibly low interest
“rates." :

A recent IO study on Colombis explicitly notes the existence
of such price distortions as fixed interest rates; preferential
tariffs for caplital goods imports; the existence. of hilgh wage differen-
tials between orgenized workers in govermment snd large-scale 1ndustry,
on the one hand, and those In smell-scale enterprises and agriculbure,
on the other: and lzbor legisiation @iich encourscas ovartizs and
discourages employmﬂnt by regulring high separetion p&yments, It
calls for eliminstion of subsgidized ilmported capital aznd for a Fresl-
_dentlal commigsion to lock at guestions cf wsge policy =nd lebor
) leg'islaticn.8 ‘The report of Raul Prebisch to the DB slso stressee
the growing em 05menu problem and identifies many of the same under-
»lying factars. '

In sgrizulture, major intersst centers on the ﬂm“10Vﬂ91t effect
of the new high~yleiding varieties (HYV) of wheat and rice. VWhile
their sdoption is still somewhist limited (ges Teble D-7) it is already
epparent that the enployment efifects are likely vo be determined
mainly by the nature of government policles affecthing the procees,
since either capital intensive technigques {large scale mechanizetion)
cor lsbor intensive appreaches cen ba adopied.

According to Iester Brown ... "Wherever dsta are svailable, they
- indicate that an acie plented 1o the new seeds requires more lsbor
then an scre planted to the traditional ones."19/ The possibilities
for wuliiple cropping resvliing from the HYV shorter maturity time

T/Jeffrey G. Williamgon, "Relative Price Changes, Aajustmen+ Dynamics
and Productivity Growth: The Cmze of Philippine Manufact Luring,"
Center for Bconomic Development and Internaticnal Economics, Socisl
Systems Research Institute, University of Wisconsin (EDIE 6913, n.d.),
p. 11, and "Dimensions of Postnwar Philiippine Economic Progress”,
Quarterly Jeurnal of Tcenomlcs, February, 1969, p». 107.

§/Ofic1na Internacional del Trebszjo, Eacia el Pleno Empleo (Spanish
edition, Geneva, 1970), pp. 187 -285

9/PreLisch R., Change and Devalopment - Iatin America's Great Task,
© IDB, July 1970

10/Lester Brown, The _Green Revolution, Emnloyment and the Urban Crisis
" (mimeo), p. 3. ,
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‘would enhsnce the year sround enployment potentiasl of thé new grains.

The impact of mechanizetion shows quite different effects, Bose
end Clark have calculated that tractorizetion of lsrge farms in
West Pakistan cen reduce labor usage by ss much az 5C percent per
acre, It has sleo been suggested thal the rapid increazse in trector
mechanizavicon and congequent displacement of lsbor in recent yvesrs
has partly been the resu%? of the underpricing of capiial owlng to
an overvalued Currsgncy..s '
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from the role plsyed by interna ﬁiﬁnai l@ﬁabng agbncius 1u‘sup,orting
mechanization. Ioansg are still proposed snd granted thaet stimulate

raenlte
TasuLinn

. and, subgidize lerge scale mechanizatlon alt the exrcense of lebor

absorption. Many, if not most, of these lounas are dirscted to medium
and large fermers who may find high levels of mechanization atbractive
not only from en economic standpoint but alsc frem the politicel one

~of avoiding the difficultlas of dealing with lsrge labor agcregahea

on their ferme., DLxeopies jmnlude the IBRD lomneg for tractors the
Punjeb and Gujirad stgtns, A.T.D.'s Shﬂsbe&eue loan, end a nrﬂro
ggricultursl inputs loan (larae tractors) o the Domlnicsn Repuhiic.

Pressures arising from the rura] labor ﬂkccoL that wigh The price

of leboer upward further ﬁmnqasiﬂe any trends towar 33 machanizetion.
As & result of 1 Brier CCOpE; se3asonsl laug? shorteges and bigher wage
‘rates may regult. In the Punded ...

The trouble did not sbaxt uotil last August

when the Harijsns -- the Untouchsbles -~ wanted
Live rupees for a dsy's labor and we frImers

who ocwned the and would only give them Tour.
Ihey-used to get two in the 0ld days. A% harvest
time neither the farmers nor the Harijang cculd
agree to a fixed rate for cubting veed /aiu/ i
One of my neighbors bought the fired tractor in
19623 bhere/are 16 in the village now and more

11/8.R. Bose and E.I. Clerke, II, "Some Basic Consideration on Agricul-
tural Mechanizatlion in Veat Pskigtan," Pakistan Develowment Peview,
Avbunn 1969, p. 206, end H. Xaneda, "fconomie Implications of the
'Green Revolution' and the Strategy of Agricultursl Deveropment in
Wegt Pakistan,” Pakistaen Development Review, Summer 1969, p. 130.

It should be noted ©Thatl these studles refer both to wheat and rice
(in irrigsted areas)a :

12/Richard Critehfield, "The Green Revolution and the Spectre of Urben
Revolt", The Swrlay Star, Wasnlngton, D. C., August 2, 1970




The danger dces not lie in ths use of equipment but in the
provision of machinery in countries where no general policy on
mechanization exists. Depsnding on the climpts, soli-end crop
timing some mechanized sguimuent 1s eszential in vericus stages
of the production process but without careful analysls the pressures
will lead to undifferentiated provision- of sophisticated equipment.

Subsld¢uat1an of Emnlovment

o PR FUIN S T RS T SR X P
Donny Gl e W sliminsting obvicus price

distortions is ﬁhab the res ing impreved allccation of resources

C o N

will result in incressed outbxt as well as enplovmenu. But some
wouwld argus thaet asg lang ns substantisl unemployment perslsts,

pricing policies should be bilssed in a labor~intensive direction.
"This could be acconplished, for exemple, by granting subsidies to
enterprizes or farmers for expanding emnTGymant, by grenting small
geale Tivms prefevence in sccesz to credlt, or, et the extrems,
prapibiting the parchass of capltal equipment unless 1tg use lower
tha cost of production even when lebor is spsigned a "shadsw price’
of zero. . These yolicles may be difficult to sgdminister hut perheps
not more so then the plsthora of tax benefits on cepital., Howsver,
e flret ohjective should be 1o s2limlnste chvious fector price dis-
tortion ‘_,e.l.i

s}
1

13Exemples heve; howaver, been cited in a varlevy of industries (con-
“struction, shoes, baleries, ceramics) where, even at prevailing
mrices for capital and lsbor, less efficient (in terms of output
per wnit of La“iuﬂl) capital intensive vechnigues have been chosen
over more eificilent lsbor intensive vechnlgues. Since fector prilces
are not a conagidereiion here, the Inference drawn 1s that the capital-
intensive tachaigue must hnve been chosen on the haslsg of ignorance
or & penchant for the mnst modern technclogy and that the solution
is to provote and disseminats informstion about efficient; lzbor
intengive techniguee. One must be careful, howsver, in coming to
such conclusiong. The capital-intensive technique may be rationally
Justified to the extent it ig, for exanrple, viewed as more dependable
than labor or as insurance againat future wage increases.

Seé K. Marsden, Progressive Technologles for Developing Countries,
T10 (Geneva, 1069 ) MER/VWEP. 1569(5), mimeo. Also, W. P. Strassmann,
Construction Productivity and Fmpleyment in Develqping Countries,
110 (CGeneva, 1909) MER/WEP. 1909(11), mimeo.
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Public Works

In cities where urban unemployment 1s & critical political and
socinl problem, it mey be expedient to commence: lsbor-intensive
urban public works preograms in seniietion, ectreets; housing; ete.’
It should be recognized, however, that complimentary inputs as well
ag wage costs of such & program may creste serious flscal problems
gnd a dlverslon of resources from obher vrojects with perbaps
greater (or more rapid) monstary returns, The desirebility of these
programe depends lavgely on nolltizel esd scolal oojlzctlves and
Juligmeuts. )

_ At any rate, the FY 1972 Country Fleid Submissions Tor both
Tndis and Morocco note that the unsmployment problem 1g so critiual
~in cities such as Calcutts, Caszblanca end Rubat that pressures

are ineressing for lsborein%tensive urbsn putlic works. Such projects
aa houging, clialez, schools and warks are envisioned by the Promotion
National progrem in Moroceco.

Cne danger in urban public works prozress is that they may
attract an even greater stream of rural migranis., Tnla highlighis
once again the importance of employment policies desligned for the
ggrlcultural sector.

Rural publis works progrens create smploywent snd inccome in
rural ersas, cen be Used to decentrelize thz political process and
may serve to reterd urbaa migration. The Comilla Thens $rrigation
progran in East Pakisten has Deen considerad successful in promoting
r@mimmﬁaﬂimﬂ%gm%nmﬂ&c&umgmwmmmnm But it
has required close and czreful menagement. The propesed exiension
of the program to th= entire East Wing will invoive administrative
and fiscal. demends which may prove dif“‘ir'-r.zl‘L ©0 meeb.

The prcduction increeses :esalting from the Green Revolution msy
etthance the economic femsibility of public works programs both in
the rursl and wurben sectors. The policy options suggested by these
developments ars clearly indicated by Felcon:

; What has been seriously wnderestimated, I believe,
- is the investment and employment uses to which wheat
end rice, the wage goeds; can be put ... with :
significant increeses in procduction, foodgrain prices
in & closed economy would fall ... With sdequate
stocks of grain; the government can have a much more
expsnsionsry fiscal and monetary policy ... directed
toward labor intensive public progects .. (this would
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also) shift the demsnd curve for grains, heiping
to countersct scme of the decline in prices ‘
(thus further stimulating increases in prqduction),iﬂf

~

The sdministrative feasibility of such en spprosch has bheen
tested successfully in Moroceo end Tunisia where PL 480 commodities
have been used &5 wage goods to partlally finance a large rurel
public works program., Started in 1961, the Moroccan progrem had
provided, by 1965, 200 days of employment per year to 64,000 men in
developing rursi infrastructura;lij

In the short run such & solution could also tekea cere of small
farmers and tenants who mey be bypassed by the Green Rewvolution.
In the longer run, however, massive rurel public works sre not a
gsole and permznent solution to rural population pressures and land
tenure problens.

Decentralized Growth

One way 4o check rurel migration to largze citiss is to divert it
through employment cregbion in markst towns and sasll citiles.
Colozbia is conagidering such & decentralizstion of its growth pattern
as one means of coping with wrban unemployment (see FY 1972 CFS,
Annex G, vhich discugses a proposzd wban gector logn direscied to

. selzcted medivm-sized bub "dyeamic' cities.) Agaln, the resowrce
ccogbe involved in such s shift must be welighsd againgt the expected

benefits.

Agrarien Refom

, "The size of farm operating units in egriculture is a basic
determinant in the development of g labor intensive agriculture."lé/

Data from India, Chile and the United States reveal that small

Parm units utilize more labor per ualit of land‘il Moreover, data
from Brazil, Cclombia, India and the Philippines indicebe that .

-

14/W.Falcon, The Green Revoluticn: Generations of Problems, (mimeo)
1970) pPo 19“20 ) .

'1»._"5./Floyd L. Corty, Analysls of PL LB0O = Agsistance to Morocco, (US.AID/
Moroceco 1966), pp. 446 ,

16/P. Dorner and D. Kenel, “The Economic Case for Land Reform", AID
Spring'ﬁeview on Isnd Reform, 1970

17/Ibid, p. 16
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output §7r hectare is consistently larger in the smallest farm
» group.im ‘Iand reform policies ere ueually aimed at creabing a
large layer of small and medium gize farms. The cases of Tailwzan
‘and Japan ere coomonly clted as exemples of small ferm, highly
productive, labor-intensive systems which developed partly as a
result of land reforms., Thus, employment and oubput maxtmization
need not be incongistent in sgriculture.

Other Policies

Nearly all social and economic policies affect present apd
future employment Troblems. Population and educstion policies
ere obvlous leng-tern detorsivsnis; government employment policles
and fecitory operetions regulaltlions sre shoxrter term in natura,

_¥hile it may be pogsible to msnipulate other policles ard
“prectices to maximize employment end reduce urben concentration,
knowledge of the institutionsl fectors is scsnty. Unless the various
aspects of the problem are tetier understood, neither IDC decision
mekers nor those in aid Instituticns will bz sble to design programs
to msmellorste the problem. Operationally oriented resesrch and
pllot. progransg sre wgently needed,

SWIMATY
Several ccnsiderstions implicit in the ebove deserve emphasis:

=~ Employment maximlzation, partlcularly at undistorted factor
prices, should lmply an incresse and not a reduction in output growth.

-= Tn the present employment crisis, industry cen no longer '
be viewed as the inevitable absorber of a lebor "surplus” in agri-
culture. It simply does not.

- == The "green revolution" and apprcpriate factor pricing policiles,
judicioue agrarian reform; and careful regional plenning fuxnish en
opportunity to provide productive, remunerative employment in agri-
culture and te check the flew to the cities, This, turn, will
reduce demands on limited supplies of caplital to finance urben infra-
structure. “

18/Dorner and Kenel, Ibid, pp. 24-28
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~a  The sevevity of the employment prdblsm dbliges all aid

donors to teske explicit mccount of the employwent impllecations of
the investment progrems snd policies they support as well as
their own loang, Rather than simply providing project equipment

the basis of englneering studies smploying exlisting IDC factor
prices and DC technology, they should teke sccount of the sub-
psidized price of capltel. sznd the soclal benefits of sdditionsl
employment of labor and should investigete elternative lebor-
iatengive technologles.

we A grepdb ezl of syvsterntis, guentitedive regearch into the
nature of sud possible policies yor coping with the employment
problem is remilred on A country-by-country and sector-by-sector

basis.  Several international organizations and university research

- centers are now devoting mzjor research efforta to this problem.

These include the Developwmsnt Centre of the OECD, the [10, the
Teoncmic Growth Center at Yale University, znd the Deparitment of
Agricultural Economics at Cornmell University (the latter two under
A.T.D. contract). The CECD center envisicns rssearch on the employe
ment rroblem In sgriculiure and on public works as en employment
policy. It bas already completed a weview of the employment
problem: Davil Turnhem; The Emplovment Problem in less Developed
Countries: A Review of Evidence (Paris: OFCD, June 1570}, The
L0, as a‘part of ivs World Employment Progrzw, has begun a series
of cese situdies of the empleyment problem In sslected ITC's: the
firpt of these, on Colombia, has been completed and is cited above,
Tna Yale progrem includes EuuﬂL?S of various aspects of the employ=
ment problem in Tndis; Colombia; Chile, Taiwan, snd other counuries°




Tabla  D-1

RECENT OPEN URBAN UNEMPLOYMENT RATES,
SELECTED LDC's (USAID RECIPIENTS)

(from Sample Surveys.unless noted otherwise)l

Country Percent of TLabor Force
_ Urkan Rural
Morocco, 1960 (census) : ‘ 20.5 5.2
Guyana, Georgetown, 1965 (census) 20,5 - e
Jamaica, Kingston, 1960 (census) 19,0 12.4
Colombia, Bogofa, 1067 _ 16.0 R
Ceylon, 1968 {census) 14.5 10.4
Philippines, 1967 13.1 6.9
Uruguay, Montevideo, 1963 (census) 131 2.3
Korea, 1966 : 12.6 3.1 (1965)
Nigeria, "large towns", 1963 (population over 14) 12.6 ——
Ghana, "large towns®, 1960 (census) 11.6 ———
Malaysia {West), 1967 , 11.6 7o
Bolivia, La Paz, 1966 10.5 o
Singapore, 1966 9.1 s
Indonesia, 1961 (census) 8.5 SO,
Panama, Panama City, 1966 8.4 2.8 (1957;
Venezuela, 1969 - ‘ 7.9 3.1 (1968)
Honduras, Tegucigalpa, 1961 (census) 7.8 3.4
Chile, Greater Santisgo, 1969 7a1 2.0 (1969)
TPanzanise, 1955 o 7.0 3.9
El Salvador, San Salvador, 1961 (cengus) 6.6 e
Ecuador, Quito, 1962 (census) 5.7 S
Costa Rica, Ssn Joss, 1966/67 5.6 —
Nicaragua, Managua, 1963 5.5 —
Peru, Lima/Callao, 1367 4e2 i
- Brazil, Sao Paulo, 1968 4s1 ————
Tndie, 1966/67a 4.0 3.9 (1961/62)
Pakistan, 1969P 3.7 ——
Thailand, Bangkok/Thonburi, 1966 2.8 e
Source (unless otherwise noted): - David Turnham, The Fmployment in Less

193-195, and 213-220,

8Includes adjustment for underestimation (see Turnham, op. cit.
2017). -
DI.1..0. estimate as reported in USAID, Pakistan Couniry Field

1.

Submission, FY 1972, Annex III, Table L, (unclassified).

The mean and median rates of urban unemployment among the 28

Developed Countries: A Review of Evidence (Paris: OECD, 1370), pp. 74—
77, ;

> Do



Table D-1 continued

countries were 9.8 and 8.4%, respectively. It will be noted that
Brazil, India and Pakistan are near the bottom of Table D-1 with
urban‘unemployment rates of around 4%. These relatively low
‘figures undoubtedly reflect differences in definition and survey
methods among countries, hide higher unemployment rates in cities
such as Calcutta, and, of course, do not include underemployment.
They alsc hide important differences in the structure of urban
unemployment., In India, for example, the rate of urban unemploy-
ment in 1960/61 among illiterates was 1.2 percent, vhereas it
was 7.0 psrcent for those with some secondary education. See
David Turnham, op. c¢it., pp. 61-63.



Table D-2

Fime Serdes of Open Urban Unemployment

Rates, Selected LDC's, Sample SurvegﬁStatiétics

1968

T 6,08/

Source: David Turpham, op. clt., Teble 1, p. 56.

Year Per Cent of Lshor Force
Chile Colombilsa ) : :
{santiago) (Bogots) Kores, Panama, Philippines
1963 5,1 8.7 - 8.1 5.8 | 6.3
196k 53 7.2 TeT Tokt | 6.4%/
1965 5.4 8.8 7.4 T.6 7.3
1965 5.k 11,52/ Tol 5.1 7.1
" 1087 6.1 12.7 6.2 6.2 8.0
' 11.6 5.1 9.1 7.6/

'g/ Monthly dates different from those used elsewhere in series.

E/ Age 1 end over until 1955; age 10 and over thersafter.
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Countgg
Brazil

Chile

'Colombid

Ghana

Guatemsla

India

Korea

Pakistan

Philippines
Turkey

Venezuela

Table D-3 -

ANNUAL RATES OF GROWTH OF

RURAL AND URBAN POPULATION AND

MANUFACTURING EMPLOYMENT,

Po ation
‘Period

1950-60

1952-60

b
1960-70
1960-70°

1950-64

: -d
1960-70

1955~60

195161

1961-70°

1948-60
- 1960-65

1950-61

Sources:

SELECTED LIC's

Exceptions noted below.

8Decrease in rural population due in part to recla551f1cat10n of

non-ggricultural rural areas.

Population Growth Rates from U.N.,

Statistics, 1967, Series K, No.

_ Employment

~ Rural Urban = Period Manufacturing
1.6 5.4 1953-63 1.8

0u1t L 1953463 1.9
0.5 7.0 1959-68 1.0
1.5 72— -
2.0 5.3 1955-68 0.4
21 3.6 - 1959-67 3.5
2.0 5.6 1963;69 13.3
1.8 b6 | ———— ———
2.3 6.0 1959-67 45
2.3 A5,o 1958-68 1.8
1.7 4.1 1959-68 7.6
095'~ 6.3 1961-68 | 3.0

Compendium of Social

3 (New York,

1968), Table 1.

Colomblan data calculated Irom USAID, Golombla Countr? Field
Submlssion, FY 1972 Annex A, Table V A.

CUSAID Mission, Ghana.,




. - s s S ar . o
ndian data calculiated from USAID, India Country Field
oS pyy TNE 1y M W7 T A .

ulsdpslon, F7 1972, Annex D, Table I-4,

€Calculated from U.S. Bureau of Census projectiOns reported
in USAID, Pakistan Country Field Submis sion; FY 1972, Annex IIT,
Table A. o ,

growth retes caleulated from I.L.O.,
s. 1969 (Geneva, 19’70)3 Table 6-4;

|
FANENE w N -
i otat ¢SulCSu

La
-;\J
2
-
——l.

Manufacturing e
Yes *boo;f oL <
apd U.H., Monthl

S5 e g . PP rvst g s PP N . & . vy 5 Coe et i el
LS O L WUNJL AHGUB LY 150 e s 0D LB vl Luind gl

(New %orh, 1967) .
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Table D-4

- Brezil
 1950-60

- Chile

1952-60

',. Colombia
- 1938-51

--. Ghana

1948-60

Cuatemala
1950-6& :

India
1951-61

-Indonesia

1930-61

Pakistan

1651-61
~ Philippines

1948-60

: Turkey
1955-60

- Veriezuelg

'1950-61

Annual Rates of Population Increase by Size

of Locality, Selected InC's ,

100,000
‘and over

6.7
4.3
8.1

L

6.0
6.0

Au.g

6.7

9.0

50,000- 20,000~ -
'6;1’k _6.1
6.0 75.8A

3.6  3.1
...... | 15.7
St 3
2.5 5;1
memmmmmaeeiene], 3
— 3.1 -
. 5.81 : 3.7
9.9 b
0.9 '.5-1'

‘Source: kU.N,,._R. cit., Table Te

10,000-
19,999

6.1

10.9

- - G "

a/ Population decreased %o zero in this category.

under
10,000

3.1
1.6
0.4

3.3

) OuT'



 Table D-5

The Role of Agriculture in Selected Countries’ |
, 'Hmwgmpn L ' v L | ' . GDAP
. ‘ ; Growth Rate Percent Percent of Lsbor Force;, GDP
1969 Level(l) 1066-1969 _Rursl _ ___in Agriculture ) percent
' Brazil  90.h a8 sk | 52 | R 28
Colombia 20.5 | 3.2 "ua“f - a7 29
Cinata . sH0.3 e & I ¢ o a®
Pakistan  128.4 2.7 87 . | 6 (3
Turkey 3 2.5 6 R - 36(2)
Indonesia  115.7 ~ 25 8 | 66 o 50(8)
' Ghena o 8.6 R 2.7 o o | 56 '  nea.
‘ N;ger1a(5) . 52.8 a7 - R T 56(%)
Chile 9.4 19 2 - 28 o 803)
CGustemala ‘5.2 o 2.8 6 .65 . 23
Mofocco ' 5.2 32X 68 . 54 ; | 27(“)
' Korea o3 »" 2.4 68 A 52 | 29(3)
Mexico Y Y 35 BT | uT 153
}T}”fih mi1lions (th 1966-6T - , h
v (23)) I:;Glaudes forestry and fisheries | (5) AT - Economic growth f.renﬂs ?PC/SRD 1970

Source:  Mike Lerner - Economic Trends - SRP 1970



Table D-6

USE OF NEW GRAIN VARIETIES, SOUTH AND SOUTHEAST ASIA

- Total

RICE
. Country - Total Rice Area of New Aren of New
~ ' . Area Varieties Varieties
1968/69 1966/67 1968/69
- (Thousand Acres) (Thousand Acres) (Thousand Acres)
Burma 12,297 # 470
Ceylon 1,637 - 17 .
India 91,344 2,142 6,500
Indonesia - 20,950 o - 416
Laos o 1,550 ¥ 4
Malaysia (West) 1,182 104 225
Nepal - - 105
- Pakistan (East) 21,212 # 300
 Pakistan (West) 3,743 10 761
Philippines - 7,904 204 2,592
Vietnam (South) 5,528 - 109
Total- 167,347 2,460 11,499
WHEAT
Total Wheat Aren of New “Area of New
Area Varieties - Varieties
1968/69 1966/67 1968/69
© . Afghanistan 5,500 4 300
India 39,432 1,278 10,000
Iran 4,925 - 25
Lebanon 151 - . 1
Nepal - .37 - 16 133
Pakistan 14,977 250 6,020
‘ Turkey o 20,015 1 1,780
- 85,371 1,549 18,259

# Less than 1,000 acres

Sourée;* Walter Falcon, The Green Revolution: Generations of Pfoblemg,-
AAFA Meetings - 1970 - (mimeo), p. 3.
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/

Attached are some notes on the problem of unemployment in developing
countries which might be of use to you. These notes were prepared under

Mr. Mockerjee's supervision.

Att: (1)



Notes for the Lausanne Meeting on "Underemployment
in the less developed countries in the 1970s"

1. Population growth

The impending employment crisis in thevdeveloping countries arises
largely from populatioﬁ growth. Labor force in less developed countries
will increase by 167 million in the 1970s, compared to the increase of
119 million in the 1960s and 78 million in the 1950s. These prospective
entrants to labor force in the 1970s were born during the 1955~64 years
and any reduction in birth rates du;ing the 1970s will only affect the
addition to labor force after 1985. An effective population policy must
therefore be an integral part of any long-term strategy for solving the
embloyment problen.

2. Nature of the less developed countries unemployment problem

To the new Job seekers during the 1970s must be added those who were
unemployed at the beginning of the period. The extent of unemployment
in the developing. countries is extremely difficult to quantify because
the proﬁlem has two aspects: (a) open unemployment as in the developed
countries. Available statistics relate mainly to this but it is only
a small part of-the over-all employment problem confronting the developing
coumntries; (b) disguised unemployment including those who are at work and
may in fact work very long hours but whose productivity is so iow that
they barely manage to eke out a meagre living. In the circumstances of
most developing countries, excess supply of labor leads not so much to
open unemployment =as., to disguised unemployment. In this sense, disguised
unemployment is in effect a synonym for extreme poverty. Existing studies
on different aspects of the employment prqblem in developing countries

reveal the following features.



(i) Open unemployment tends to be concentrated in the
cities, though varying widely in amount fromvplace to place, with rates
of over 20 per cent reported from some African towns, w?ile rates of
10 per cent to 15 per cent are fairly common in éome Asian and Latin
American cities;:

(ii) Urban population is in most countries growing twice as
fast as total population, making theAemployment creation pressure there
steadily greater; ,

(iii) Disguised unemployment is greatest in the rural areas
but also substantial in most cities, concentrated in both tases in
traditional sectors;

(iv) In most countries the traditional sector is the predominant
element not only in agriculture but also in industry, commerce, and
services;

(v)  Even high rates of growth of GNP like 6-8 per cent have
produced relatively small increases in employment in the modern or in
thevnonagricultural sectors in most countries.

3.. Agriculture
In 1970, about two thirds of the total labor force of developing
countries was employed in agriculture. ZEven if the tranéfer of labor to
the nonagricultural sector were to accelerste substantially in the 1970s,
agriculture will continue to provide employment for the bulk of the labor
force at the end of the decade. Hence the creation of employment opportunities
in that sector must occupy a central place in any employment strategy. |
An important development in the late 1960s was the spread of the "green

revolution” embodied in the new seed-fertilizer-water technology. This
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new technology has‘ﬁhe potential for the creation of subsfantial employ-
ment opportunities, and policies need to be directed to this end and in
particular to avoiding excessive mechanization. Such policies include
the realistic pricing of resources, such as credit and Qgricultural
inputs. The creation in many developing countrieé of a dynamic agricul-
tural sector with growing employmeht opportunities would, moreover,
require\far—ranging reforms involving redistribution in the ownership
of cultivable land and restruéturing of tenurial arrangements.
b, Industry

Even rapid growth of industry has not had a perceptible influence
on the employment problem mainly because this sector accounts for a small
proportion of employmént and also because the pattern of investment and
the choice of technology have been such that employment grew at a much
slower rate than output. Policy measures designed to promote industrial-
ization such as the provision of cheap credit and tax concessions frequently
create a bias in favor of capital-intensive technology. Overvaluation of
currency also encourages the import of labor-saving machinery. Preferential
tariff and licensing treatment to machinery imports further tilts the scales
against labor-using industry and fééhnology. Advanced labor legiélation,
minimum wage laws and high payroll taxes on employers tend in the same
direction. In conclusion, while it is true that industrialization by
itself cannot at this stage provide a major part of the required opportunities,
a much needed change in economic policieé toward establishing realistic
prices and conditions for the use of capital and labor caﬁ be expected
to bring about a significant improvement.

5. External aid

The present modes and mechanisms for the transfer of resources from
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the developed countries to the developing ones have some features that
tend to reduce the employment creating potential of external aid. Aid(
is available predominantly for the import component (mainly equipmeht)
of projects and consequently creates a bias in favor of the\capital
intensive techniques of aid-giving countries. Aid is more easily avail-
able for new projects than for expansion of existing ones and utilization
of existing capacity; the latter is almost always more employment-
generating than the former. Aid is also more easily available for a
few blg projects especially in the industrial sector than for a large
number‘of small projects, though the latter are likely to be more
employment~intensive.

6. International trade

Efficient and mutually beneficial international specialization
requires that developing countries should increasingly become exporters
of labor-intensive manufactured geods. To realize this they need to |
adopt export-~oriented development strategies, but for these strategies
to succeed, the developed countries would have to show greater willing-
ness to accept these goods in substitution of their own products. The
potenfial‘for growth here is substantial, as the developing countries
now supply only a small proportion of the imports and even a smaller
proportion of the consumption of such goods by the industrial countries.
Successful negotiation in UNCTAD of the scheme for "Non-Reciprocal Reduction
of Tariffs on Manufactures and Semi-Manufactures”" can be expected to help
in this respeét.

T. Technology and research

The developing countries have certain advantages in being late-comers

to economic development. For instance, the great advances in science and
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their economie application, accomplished over two centuries, are there
for them to draw upon. However, there are also disadvantages. The
téchnology now in: use in the developed countries is attuned to their
present factor endowments and the direction of eurrent research and
technological innovation is almost entirely aetermined by their need
for labor-saving methods. It has been estimated that at present 99
per cent of research and development expenditures in the world are made
in the developed countries. The resulting advances to knowledge are,
not surprisingly, often irrelevant to the economic needs of the labor-
surplus developing countries. A purposeful reorientation of global
research efforts should be an important element of an employment strategy
for the developing countries. The "green revolution" with its tremendous -
ihpact on. agriculture in the developing countries was generated by a
relatively small input of research effort. It is an illustration of
very large benefits that could he realized through the formulation and
implementation, even on a modest scale, of an effective international

policy for applied research.

8. Job creation and income growth

An important feature of economic growth in the developing countries
has been the increasing gap (dualism) between the modern and the traditional
sectors. The impact of development programs has generally been concentrated
in the modern (mostly urban) sector while the traditional (mainly rural)
sector has experienced little change. Since the bulk of the labor force
is located in the traditional sector of developing countries, this bias
in development programs has limited their effectiveness in ameliorating
the employment problem. Due partly to this experience, many are now
asking whether the objective of development should not be Job creation

rather than GNP growth.
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To a large extent the confliet is unreal. A meaningful employment
strategy must result in the production of goods and services for which
there is effective demand, either domestic or international. . An
employment policy based on this principle will also be effective in
promoting growth. The reason that developmént programs did not make
a greater contribution toithe employment problem is not so mﬁch their
concentration on GNP growth as the pursuit of inappropriate policies
to promote this growth. |

9. Phe Fund's role and interest

"... to facilitate the expansion and

The Fund's purposes include
balanced growth of international trade, and to contribute thereby to
the promotion and maintenance of high levels of employment and real
iﬁcome cel

In its adviece to members, the Fund has consistently emphasized
the importance of maintaining realistic exchange rates and liberal
trade policies as part of outward looking growth strategies, the need
for financial stability to promote sound and sustained development,
the effective use of interest rate and fiscal policies to ensure efficient
utilization of limited resources ; and the desirability of discipline
in wage policiés. The thrust of this advice has thus been in favor

of policies that are likely to increase the employment potential of

economic development,
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Eidgendssisches Volkswirtschaftsdepartement

HANDELSABTEILUNG

Département fédéral de I’économie publique

DIVISION DU COMMERCE

Berne, 8 April 1971

Monsieur

Pierre-Paul Schweizter
Directeur général

Ponds Monébtaire International
19th and H, Streets N,W,

Yuchy Conference Washington, D.C, 20431 / USA

Dear 8ir,

You find enclosed a éopy 0of the document which Mr., Jenks
has prepared for the Ouchy gathering on the subject of
"The World Employment Programme: The Role of the Inter-

national Community".

We will furthermore be able to distribute at the beginning
of the meeting in Ouchy the following publications of the
I.L.0, ¢ "Towards full Employment -~ A Programmé for
Colombia, prepared by an Inter-Agency Team organised by
the International Labour Office"™ (1970) and "World
Employment Programme : Report IV to the International

Labour Conference®™ (in process of publication).

Yours sincerely

NACO BN

Enclosure mentioned
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QUCHY CORNT'ERENCE
The World Emplovment Programme:

'The»Role of the International Community

The developing countries of .the world are facing today
an employment crisis of unprecedented magnitude, and the
prospects for the future should give rise to serious alarm.
Although there are many difficulties involved in the
measurement and in the exact definition of employment,
unemployment and underemplOymeﬁt, some quantificatioh ef
©  the problem can be attempted; the figures quoted must
however be taken only’as very broad orders of magnitude.
Assuming a continuation of present trends — and a persistence
of the current development policies that underlie them — by
1980 the number of ﬁnemployed in developing countries
(Mainland China excluded) is likely to be of the order of
48 million, some 12 million, or 33 per cent, over the
estimated 1970 figure of 36 million. Even more disturbing

1)

some 200 million persons in 1980 as compared with some 130

'is the expected rise in underemployment which would affect

million people in 1970.

S0 the picture for the 1970s under exieting development
patterns is a dismal one. And as the world becomes aware
of this prospect, it is beginning to recognise more and more
widely that urgent.action is required in order to bring about
a reversal of these trends. Thus, in the eountries concerned,
out of a total expected rise in employment from some 634 to
792 million, the increase in the number of jobs not affected
by underemployment would amount only to about 88 million, i.e.
roughly half of the expected increase in the labour force of

2)

these countries.

1) ZEstimated on the basis of observed rates of under-—
employment in many developing countries of 30 per cent in
rural areas and 20 per cent in urban areas,

2) Between 1970 and 1980 the labour force of developing
countries (excluding Mainland China) is expected to grow from
670 to 840 million, i.e. an increase of 170 million.



The need for a new development strategy

The formulation of a programme to tackle such a
cumulativé process of deterioration in the employment
picture of developing countries implies a thorough re-
examinétion of deveiopmeﬁt strategies. Unﬁil‘now, these-
stfafegies have been relatively successful in achieving
economic growth; but théy have not achieved the major
objedtive for which economic developmenf and international
assistance were designed, which is social bettermont for
those who are most in ﬁéed of it - the podrest sections of
society. Unemployment and underemployment, by depriving
. these groups of an adeqguate income, have been a major cause

-of that failure. This in itself is a sufficient reason-
for seeking new paths of development. But history teaches
that widespread unemploymeht and the misery and frustration
it brings can unleash uncontrollable political passions

and bring chaos to the whole world.

Preoccupations such as these led the International
Labour Conference, in 1964, td adopt a Convention and a
Recommendation urging member States of the IIO to "declare
and pursue, as a major goal, an active policy designed to
achieve full, productive and freely chosen employment".

. In Qctober 1970, achieving a substantial rise in the level
of employment was recognised as a major goal of the ‘
International Development Strategy for the Second Development
Decade, which was endorsed unanimously by the General
Assembly of the United Nations at its Commemorative Session.
While this goal is not formulated in as clear terms as

some other goals of the Strategy, such as targets for GNP
growth and for the transfer of resources from industrialised
to developing countries, it commits all member States of -
the United Wations and all its international organisations.

It would seem important however, as progress is made during



the Decade towards clarifying the concepts and measuiement
of employment, unemployment and underempioyment in v _
developing countries and the relations between employment
growth and other aspects of economic and social development,
to seek to establish more specific employment objectives
’,as yardstlcks for a meaningful evaluation of progress mgde

in achieving these,

Achieving fuller employment and a reduction in
unemployment is the goal of the ITO's World Employment
Programme. - Employﬁent must become-a_major'policy objective
in all countries and for the international community as a
whole., This, as pointed out above, will necessitafe a
comprehensive examination of existing development strategies
and of their'impact‘on empioyment, and may lead in many
cases to the'conclusion that a substantial reorientation
of these policies is requiredo' Indeed, experience has
already shown in many developing countries that ad hoc
programmes and measures grafted on to the existing development
policies are quite inadequate for coping ﬁith the unemployment
probleﬁ. This is because in most developing countries
unemployment is hot due to accildental or conjunctural
causes, which could be corrected by short-term measures,
but is mainly the result of the deep, structural problems
of a society in which only part of the ective population
participafes ‘fully in the development process and in the
benefits accruing from capital accumulation and rising

productivity.

However, formulating and putting into operation . a new,
employment—oriented development strategy ie a difficult
and complex task. Up to now economic and social analysis
has had considerations other than empioyment in mind.

The effects on employment of all aspects of existing

economic policy must be determined (e.g. income policy,



investment policy, fiscal policy,'wage policy). New
policies may be needed for promoting employment in specifid
sectors.(agriculture, ihdustry, construction, services).
Educatibn‘and training policies and labour market policies
will have to be redefined in the light of the expected
developments in the sectoral and skill distribution of
employment. In all these fields, countries will need
assisgstance in making the policy choices corresponding to
their ﬁeeds and possibili+ties. They will have to be helped
in Obtaining the resources needed, through the development
.Qf theiffexports and ‘through financiél aid. And they may
need technical co-operation for the practical implementatiOn
of such policies. ‘ |

]

The possible contribution of the international .community

The ILO started the World Employment Programme, but it
has always stressed that an undertaking of such magnitude
would require the co-operation of other international
organisations and of aid-giving agenciéso It has set about
to enlist this cbmoperation and has.received encouraging
expregssions of interest as well as difect'support from
many quarters. However, the wide range of gction needed
will require an even greater effort on the part of the
international community to participate in the programme
and help in the pioneer action heeded. Indeed, the
international community as a whole will have a big rde to
play if such a programme is to be more than an ambitious

and stimulating idea and to succeed opérationally.

A first contribution which the infernational community
can make to thie achievement of the WEP objectives in
developing countries is in the area of trade policy.- In

ths matter the objectives pursued by such organisations as



" UNCTAD and GATT coincide with those of the World Employment
Programme. Any action conducive to opening the markets
‘of‘developed countries for both the traditional and the

new exports of developing countries will greatly help the
economiés of the latter, and thus improve their employment
prospects. A specific need foxr the immédiate future will

be to identify those types of production whose expanding
export possibilitiés would legd to a rapid dévelopment,of
employment opportunities; and to determine the conditions
reguired in order to enable these sectors to develop their
produc‘blon° Training requirements linked with such expansion
-and the maintenance of desirable stahdards of product |
guality would have to be met, énd facilities for export
promotion and marketing would have to be developed. Nor

can the relation between wage policies, export development
and employment be neglected. In all these matters a fruitful
field for co—operation between the ITO and the other agencies

concerned would seem to lie open.

The repercussions of trade liberalisation policies‘on
the employment situation in industrialised countries will
also have to be studied, since a potent'factor leading to
resistance to such policies in advanced countries is the
fear of displacement which may result from the decline of
those sectors affected by competition from cheaper imports.
Preliminary research carried out by the ITO suggests that
the absolute numbers of workers who may be affected would
not be very high, but these would be in a limited number of
industries which may be concentrated geographically, and.
wherevthe effect may be severe. DPolicies for regional
re—develonment, Tor promoting the geographic ox occupational
mobility of the workers concerned and for providing adequate
compensatlon durlng any perlod of adjustment may do much

to allev1ate such difficulties and to lessen tne reslstapce



to change. The ITO, together with UNCTAD and GATT; can
help governments to identify'the problems and their likely
’scope as a basis for planning ahead. Specifically,
ﬁripartite discussions on these mafters within the ILO may
help fo‘identifyAproblems of adaptation to change, to spell'
out possible solutions and thus ﬁo dispel some of the

misgivings of workers or employers.

Also promising for employﬁént expahsion is the trade

} pbténtial amongAdeVeloping countries. In this respect, it
is recognised that trade liberalisation in the form of
reduction or elimination of trade barriers is not in itself
sufficient to stimulate effectively this flow of trade.

If it is to have its full impact, trade liberalisation
should be Supported by the creation of adequate infrastructure
and the establishment of an appropriate institutional
framework. The development of free trade areas and common
‘markets will pose problems relating to the harmonisation of
1abour'legislation and wage policies which, if unsolved;

may lead to distortions and hold in check the will to go

on witthhe integration schemes,; and consequently with the
expansion of‘employment opportunities that these could bring
about. Here again the ILO could co-operate with those
agencieg concerned with trade expansion between developing
countrieé at the international, regional or sub-regional

levels.

A second major field for international collaboration
is financial aid - both from the point of wview of its volume
(which must continue at a high level if new employment-
creating activities are to be developed) and of its direction
(which should pay greater attention to the expected effects
on employment of the projects and programmes for which
international aid is sought). Among the guestions to be -

asked in this respect are: Can the resources available for



aid Dbe increased? Can'a 1argef proportion of aid go to
those sectors, such as agriculture, where a_given amount

of capital may result in a larger number of jobs being
created? For theAdevelopment of infrastructure, can a
higher share of aid be used for financing local expenditure
(such as the payment of wages) rather than the import of
labour-saving equipment? But by far the most important
question is whether the international financifg institutions,
in particular the IBRD ana the regional development banks,
and the developed countrles through their bilateral aid
programmes are ready to complement in a systematic and
‘"programmed" way the efforts of countries which have adopted
employment—-oriented development plans, so as to fill the
resources gaps wnich will inevitably arise in the course

of such efforts. If full employment pregrammes are designed
in such a way as to develop gradually the developing
countries! own potential for investment‘and to overcome

the structural limitations which have been the cause of
widespread unemployment, any special effort from the
international community would be fully justified. In this -
respect, it may be recalled that the President of the World
Bank group has suggested that unemployment should be among
the "development indicators" which he believed were needed
"beyond the growth of total output", in order to provide
yardstlcks of progress made towards the "quality goals of

1)

be taken into consideration by all aid-giving agencies -

development". - Such an indicator could indeed usefully
multilateral and bilateral - when reaching decisions
concerning the volume, nature and direction of their

assistance.

1) Address to Columbia University Conference on Economic
Development, New York, February 1970, reprinted in Inter—
~national Development Rev1ew, 1970/1




In the third place, the international community should
be ready fo offer the technical assistance needed by
countries which have decided to reach for comprehensive
employment objectivés° The establishment and the putting'
into operation of an empioyment strategy, inasmuch agas 1%
iﬁvolves deep structural changesvin the development process,
implies the clarification of many concrete techmical issues,

- for whichAthe developing couﬁtries would probably not have
enough personnel'with the necessary qualifications and.

experience.

This need for additional technical assistance would
begin, in many countries, at the planning”level in order
to ensure that employment is taken as an objective in its
owh right in the macro economic analyses leading to
development plans, and to help planning specialists in

reorienting development strategies accordingly.

Takiﬁg a few countries as "pilot" or M"pioneering"
countries may be a good way of combining the development
of new employment-oriented development strategies with the
training (or re-training) of national and international
development specialists. This would involve projects of
longer duration than the "“comprehensive employment strategy
missions" so far launched in Colombia and Ceylon and the
aim would be, beyond the formulation of general policy
recommendations, to heip these countries to design the
necessary measures and programmes. To launch a programme
of this nature and scope, a number of conditions will have
to be met in terms of the availability of resources and of
qualified experts and in respect of the selection of
countries most likely to benefit from it (and to contribute
to its successful implémentation).' But the outcome of such
"pilot" country projects should help both in clarifying the

-main issues in the formulation of well-conceived employment



polioies for these countries; and in the preparation of
"Qduntry,programmes" for the UNIP outlining clearly the
contributions that different agencies could make to the

national employment sfrategies.

In this area. it appears that many agencies may have
a contribﬁtion to make. Agencles organising training
programmes for development planners, such as Regional
Institutes for Economic and Social Pianning, could consider
a reorientation of these programmes to develop a greafer
awareness of the néed for promoting employment growth
through appropriate development policles. Advisory
assigtance provided in fhe formulation ofbdevelopment
plans énd in the establishment of planning machinery,
eog. under UNDP economic planning projects, by UNOTC or
through the new UN multinational inter-disciplinary advisory
1planning teams; should likewise seek to ensure that the -
development strategies which these activities help to
formulate take employment as a major objective, on‘é par -
with other development objectives - and not, as happened
too often in the past, as a factor derivéd from these
objectiVes. Aid-giving agencies, such as the World Bank
-and the regional development banks, should in their
appraisals of the economic situationkin developing  7
cbuntries give as much -attention to the efforts made in
order to improvekthe employment situation as to the
policies designed to promote economic growth and stability
and a satisfactory balance of payments. And all these
agencies, as well as thoée concerned with specific sectors
or aspects of development - such as UNIDO, FAC, UNESCO,
~UNCTAD - could lend their support to the proposed employment
pilot projects, as indeed they have already done most
generously in connection with the shorter-term comprehensive

employment strategy missions.
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Similarly, the implementatien of employment-oriented
development policies will create vast needs for assistance
through technical co—-operation in such fields as rural
and agricultural development, the choice of appropriate.
technigques of preduction, the development of educational
‘and training programmes and curricula in the light of
employment prospects and requirements, the promotion of
exXporis, populatioh policy, the strengthening of existing
administrative structures, and the development of appropriate
institutions for mobilising and channelling popular support
for employment-—-creating programmes. Without such purposeful
assistance the best conceived employﬁent~oriented development
strategy may eome to nought when it must be put into ‘
practice, Here again, international agencies such ags the
UN, TA0, UNiDO, UNESCO, UNCTAD, WHC and others can, together
with the ILO, give invaluable help-in their own respective

fields or in co-operation with others.

‘A fourth requirement, which is basic to the success of
. the whole World Employment Programme,; is the need for
research. The international community's co-ordinated effort
is needed to clarify a number of issues regarding.the
relationships between growth, employment and social
development in a number of fields not covered by the ILCO's
direct institutional interests. The goals of such research
should be to guide the decision-making process, to provide
guideiines for the implementation of policies and to '

- ldentify the range of possible choices.

The need for "concentrated research efforts eee in
~relation to selected problems the solutions to which can
Ahave a catalytic effect in accelerating development" has
been stressed in the International Development Strategy,
which calls for full international ce—operation and in

particular for a substantial increase of the aid of



1L.

1)

in openiﬁg the discussion on Employment and Development

developed countries in this area. In his keynote speech'
at the Consultative Assembly of the Council of Europe

(26 January 1971) the Chairman of the Development Assistance
Committee likewise described research to define improved
,development strategies as a fiéld deserving immediate

priority attention.

Alréédy progréss has been made. The OECD Development
Centre has initiated a series of studies about the employment
problem in developing countries: The World Bank has launched
a far-reaching project of basic and field research on
labour—intensive public works which will help it to take
employment into.consideration for investment decisions in
this area. FAO is secking to determine the employment
implications of its Indicative World Plan for agricultural
developmént. These afe examples of activities currenfly

going on and the list does not claim to be exhaustive.

The ILO has drawn up a programme of research in support
of the World Employment Programme. The programme covers
macro—economic and social policies the influence of which
cuts across economic sectors and which affect employment
“directly or indirectly (this includes, for example, fiscal
policy, wages policy, incomes policy, trade and foreign
exchange policies, educational and training policies and
population control policy); sector-specific policies such
as the employment and other implications of alternative
production techniques, possibilities and conditions for
the development of small-scale industries and handicrafts,
the measures required to ensure that the Green Revolution

has the maximum positive effect on employment in rural areas;

T
1) Paras. 62 and 63.
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the inter—dependenciés, in regard-to employment, of
development in industrialised and developing countries;
and basic statistical and methodological issues such as
the definition and concepts of employment, unemployment
and underemployment in developing countries. IMoreover,
it is planned to evaluate some interesting existing pilot
| programmes designed to promote employment, in order +to
determine whether,'under what conditions and at what cost

these mighﬁ be generalised.

The effort required to clarify these issues 1s very
great. 4And the need for arriving at clear conclusions
to guide policy decisions is'urgent, not only in order to
avoid mistakes but because most planners will be reluctant
to abandon the tenets of present economic orthodoxy until .
and unless the possibility and the conditions for reconciling

employment and economic growth have been demonstrated.

The ILO could not, with the means at its disposal,
hope to carry out alone and rapidly such a vast programme
of research. Moreover, many of the areas to be explored _
are of direct concern to other international organisations,
such as FAO, UNESCO, UNIDO, UNCTAD, UNFPA. In many cases
joint consultation and in some a joint effort may be
desirable. But in additidn substantial resources will need
to be marshalled if results on a wide front are to be

obtained without undue delay.

Traditionally, technical co-operation and financigl
aid to the developing countries have been provided on the
assumption that the directions in which such assisbtance
should flow were well known, as well as the methods of
applying it. Consequently fairly limited resources were
devoted to research on these aspects. The failure of the
development efforts of the 1960s to secure better and

rising living standards for the majority rather than the
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few and the widening gap between rich and poor, should

call this assumption seriously into question. A necessary
conclusion from these developments seems to be that the '
agencies which control the largest flows of assistance to
the developing countries, in particular the World Bank
group, the UNDP, and the bilateral aid programmes, may be
well inspired to .earmark a larger share of their resources
for research on issues such as those raised by the promotion
of employment in developing countries; fhié seems essentiai
if the bulk of these resourcés ig to be used effectively

for improving the gquality of development in addition to

accelerating its pace.

The ILO will devote its best efforts to ensuring the
success of the World Employment Programme. In the first
place, it will seek %o ensﬁre that employment remains in
the forefront of the international community‘'s preoccupations
in its endeavours 1o achleve economic and social p:ogresé
and an ever-widening measure of social justice. TFor this,
1t is prepared to participate actively in regular révieWs
and appraisals of progress towards fuller employment in the
framework of the Second Development Decade. Secondly, it
will try to clarify much that is as yet obscure in the very
concepts of employment, unemployment and underemployment in
developing countries (and the extent to which these overlap
with low incomes), as a basis for a quantified measurement
of the problem and for target-setting in national and
international policies. A third contribution of the ILO

.will be in the preparation of people for work through
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'_training of the right kind - especially for rural
occupations and handicrgfts, which still absorb, and

will continue to absorb, a major part of the labour

fofce in most developing countries and which until now

have been largely left untouched by development or by

social progreés° Fourthly, the ILO will continue in its
experimentation and exploration of new avenues to full
employment, for instance through intensifying its research
on employment problems and policies, through comprehensive
employment strategy missions and through expanding and -
reorienting its teChnical'co—operation activities so as

to provide assistance in depth and on g longer-term basis

to an increasing number of developing countries. On all
these tasks, the ILO will bring to bear its own particular -
contribution, i.e. its knowledge of the world of labour

and its tripartite membership, through which the participation
and support of employers and workers can be eniisted. But
i1t will need, and continue to seek, the closest co-operation
with all other organisations. Indeed, the ILO is fully
aware that it cannot achieve the objecti#és of the WEP
alone, not only because the resources needed_exéeed by far
what it can offer, but because many of the problems to be
solved are beyond its own competence. It has put forward
the present paper in order to try to clarify the nature of
the contributions that might be made by and that could be
expected from various organisationsg, either jointly or in
their individual spheres of competence, aﬁa it hopeé that
through discussion these suggestions may become more precise
and provide a basis for a concerted strategy for the gradual
achievement of full and productive employment in the

developing world.
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OVF”)SEA‘S DEVELOPMENT COUNCIL

)c. 20036 / {(202) 2:34-8701

26775
April 30, 1971

Orig. & enc: UN Rep.

Mr. Pierre-Paul Schweitzer ‘ ccj——a%‘“"
Director General . ETR
International Monetary Fund : : LEG

- 19th & H Streets, N.W. RES

~ Washington, D:C. 20431 SEC
: ' Mr. Lang

Dear Pierre-Paul:

I enjoyed the opportunity to see you and hear your views at the
Tidewater IV meeting in Lausanne, and profited greatly from the
discussion.

I enclose a copy of our most recent Monograph, '"Trade for

Development' by Harald Malmgren, which I believe you will find
of interest in light of our discussion of the employment problem.
Not only is it one of the best concise statements of-its kind on the

- increasingly important subject of the relationship between trade

and development, but, as is apparent from the first and last
pages of the Monograph, it explicitly seeks to take into account
the new dimensions required of trade by virtue of the gr0W111g
employment problem.

On the possibility they may be of interest to you or your staff, I
enclose copies of some of our most recent publications designed .
for popular consumption in the United States. These are distributed
both as booklets and pamphlets and are reprinted in magazines and
newspapers in the United States.

I look forward to seeing you again soon.
With best wishes,

'Sincerely,

-

ames P, Grant
resident
Enclosures:
"Trade for Development"
Development Packet
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Washinétoh; Apfii.ZG:- ifade policieéﬁof the:iﬁduétriaiizéd coungrie§>ére
iikely’éovbringAabéut political clashes4with tHe devéloping worid, éccording ta a'A
study ?eleased toaéy by the Overseas Devélopment.Counéil entitled TRADE FOR DEVELCPMENT;
The study ﬁaé prepared by ﬁafélﬂ'Maimgren, White.Hbuse trade negotiator from 1964
't0’1969; aﬁd now a Sénior>Fel;ow ét the Council,‘in the light of his broad experienée
in infernational meetings on the problems of the poorer countries.

On preseﬂting the study, Malmgren said: '"Trade is crucial in thé economi.c oﬁt—
look for the‘poor countries, providing four-fifths .of the total foreign earningé
of these nations. 7Yet there is little public understanding of the probiem;'and
the opportunities involved - either in the U.S:'gr in &he poor countriés themselves.
Last year's‘debate in Congress on trade.legiglatipn barely touched on these questiomns,
even though the main impact of the trade bill in the long run would have centered on
developing céuntries." | |

TRADE FOﬁ DEVELOPMENT specifically warns that: "The tendenéy to resort to
ad hoc import>quotas and other ﬁontariff barriers whengver a local problem develops
in the rich countries, without regard to international rules.or procedures, is
thwarting the hopes of the poorer countries. 1In the case of textiles, for example,
there are already many import restrictions in Europe and Canada, and strong pressures
for new and differént restrictions in the U.S. Everyone's interests would be better
served through multilateral discussions and negotiations, leading to an interna-
tional understanding in, for example,Athe‘GAIT."

Malmgfen also hails the decision two weeks ago by the Euroﬁean Common Market
‘and Japan t0~eiiminate import tariffs on manufactured products from‘devéloping
countries, calling'it "...the first significant step in a more positive direction.
President Nixon has said he will ask Congress this year for authority to introduce

similar preferred tariff treatment on products entering the U.S. from the poor

countries. In the present political atmosphere in the U.S., howéver, this proposal

MORE



iis inAfor rough ‘sledding. It could even become a vehicle fér other new import
‘ restriction'amendments. In fact, ﬂontariff barriers are far ﬁore imﬁortant,as
restraints on both the present and,potentiél trade of these boﬁétrie%. Action is
~urgently needed on this broader array of problems."
In his study Malmgren also criticizes the trade policies.of the poor countries
as damaging to their own interesté. "Their absurd exchange rates, complex trade
Bartiers, and emotional reactionS‘tb foreign~owned enterpr{ses block their own chances 
for success in the world market place. Thé multinational corporatioﬁs may sometimes
pose diff;cult political problems in the developing nations. However, the management
talents, éuality‘standards, and marketing and distribution apparatus of thg big
international companies ;re whag the poor countr%es most need. Exports of manufactures
from many‘developing-countries are simply nof possible’ on a large Scale without the
assistance of large international cbmpanies. Too-mﬁch attention paid in public
debate fo?the evils of mineral exploitation has obscured this critical fact of life."
;
The«%tudy by Mr, Malmgren further recommends more intensive trade promotion
among tﬁe%developing countries. The industrialized countries should push the
devéloping céﬁntries to get moving in tﬁis direction, using their aid actively to
promote reiional trade efforts.
Lookiﬁg to the future, Malmgren refers to the unemployment that is already

1

running infdeveloping countries at lévels'higher than ﬁnemployment in the U.S.
| . .

during thegDepressiOn of the 1930's. This fact dictates the need for more
imaginativ; trade policies. '

Finaliy, Malmgren warns that frustratioh in trade will eventually'spill over
into polit&cal'reactions against the U.S., and will produce more trouble for our
overseas‘ipvestment;interests{~ In this context new policies are now needed to meet

the changes being brought about by the internationalization of production, and the

growing embloyment pressures within the developing countries.

+
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‘Mr. PoPe Schweltzer 23 April. 1971
Gordon Williams

Berne = Informal discussion

If the opportunity presentsitselfy you might want to touch on these
matters in Berne:

‘With Boerma (FAO)  Simonet roported to me & conversation with Quaix
a bright young ecommist in Boerma's office, Quaix was arguing the need for
dual exchange rates in some. countries to promote and protect agriculture and
was scornful of the "unrealistic" exchange rate policies of the Fund, There
is, of COurse, no objecticn to his having such views, but it would be
unfortunate if any official FAO publication or document such as the Indlcatlve
World Food Plan for which Quaix is responsible, should contain comments on
exchange rate policy of this character.

With Jenks (IL0) Similarly, Simonet spoke with Franklin of ILO who
felt that exchange rate policy should be geared more closely to problems of
enployment and efficient witilization of manpower. Ve have a direct contact
on these matters in geéneral with Weaver (ILO) in Washington. You might want
to suggest the hope to Jenks thgt There would be nothing done in Geneva,
perhaps as a result of Franklin's initiatives, that would make difficulties
for Weaver's good relations with us. You might also want to spsak to him
about his UNITAR lecture, attached,

With de Seynes (UN) The review and appraisal process seems likely to
involve a good deal of authority for the regional commissions. ECAFE (see
letter attached) seems to be contemplating country missions based on our
economic background material. This secems wasteful of resources, a nuisance
for governments, and possibly might result in conflicting advice to governments.,
Uhile de Seynes is theoretically responsible for the activities of the regional
secretariats,-his authority is, in fact, only nominal: they can and do-act as
they please. Nevertheless, 'he should be pressed, I believe, to recognize
the difficulties that may be cireated by his not exercizing the control he is
suppesed to have.

The same problem as it exists within his own Department in New York is
troubling many of the other agencies, He seems not able to control the
expansionist activities of some of his division chiefs. As far as wo are
concerned, we suffer from Fater's irresponsibility, but, so far, have been
able to cope with it. ‘ ‘ :

%hen you sce de Seynes, you may want to discuss with him the proposal
that Ambassador Ronamba of Upper Volta be made head of the Afrlcan Burean
of UNDP,
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Frre PoPo Schwelbzer ' 22 Lpril 1971
' Gordon Williams

ACC = Bevne Mesting

Attached is a schedule of ovents for the Berne gothering as
supplied to us at Ceneva by the UPU Reprementative,

You will viote that busea will be provided to take us ab 940 adm.
to the 10,00 o'clock private seasion of ACC at the UPl Buresu., The Fund
has an office at the SBuremu - Reom 625.

You have a lunch on Monday, the 26th, and a dinner the same evening,
Both events are for men only and include, in prineiple, only the hoads of
agencies, There 1s pothing on Tuesadsy, either at the meetings or socially,
in which you need to be intercsied. :

At the private meeting thers will be the usual political tour dhorizon
by the Secretary Ceneysl. There may slse be a complaint registered by
Eoerma and Candeu regnrding the tendency of the UN Secreiariat to sebt up
Pexpert grouns’ to centralize activities in avees for which the different
agopcies are reaponsible (see letter attached)s This has happensd in the
field of ascience mnd technology, proteins, hwran environnment, drugs,
natural disasters, mesvine sclence, population and transport. There may
algo bz a presentation by Michelmore of the urgent financinl needs of
UHEYA = the Palestine refugee caup operation -« as well as a stabenment by
labovisse (UNICAF) vegarding the dangers of competitive mency-raising by
different UM organizations,

In your letter to Kittani aboul the ACC Agenda, we said we hoped
he would tell ACC about his plans fop his office; its stafiing and
organization, its functions, activities nnd methods of operation, as
well as his thoughts about possible changes in the type of documentation
produced by ACC and its Commitieecs, Kittanl appevrently took this reguect
seriously snd, if time permits, Day iry to say sometbing on these matiers.

Algo attached, as ususl, is the PrepCom Report giving both the
results of our work over tho past week and draft sections for an AGC
roport to ECOECC. I have noted on the text itcelf commenis on cerialn
of the subjecte covered.

That will undoubdedly be the wain subject of discussion will be the
attack on ACCs role aud functions currently being mounted in EZCOS0C and
its Committee on Programme and Coordination (CBC). A4t the 8th CFC session
earlier this mouth, Brazil, ¥rance, the Philippines and the Comecon’
delegations introduced a draft resolution which would have the effect
of maliing ACC a servanit of CPC, underisking activities only as divected
by OPC or ECOBCC. One paragraprh of this draft would have gilven delegates




the right to sit in on all meetings of ACC and its subsidiary bodies.
This draft wos opposed by other dolegations and a number of themr lined
up ir support of a mowys general statewent of ACC role and functions
drafied by CGuyana and India, Ap meither paper could be unanimously
agresd on {and the CPC usually does not vote), it was decided that
both drafte should be sent for comments to U Thant in his capacity as
Chairmon of ACC (Brazil and the (omecon delogaticns were firm in thelr
refusal to allew ACC itself, officinliy, a voice in the matter).

ACC will have before it a draft of the Secretary Generalls
comments (prepored by a2 drafiing group under my cheairmanship) end also
a dealt section on the subject in the ACC report., While I do not feel
that these comnunications will protect ACC {from the CPC atitack, they
seem relatively satisfactory from our standpoint and probably the best
that can be agreod on. :

The whole metier ls something of 2 tompest iz a teapot: whatever
CPC or ECOS0C decidés is not going toc affect the freedom of setion of -
the heads of agencies. A&nd if it affects ACCYs freedom of action,
the heads of apencles will, prepumably, simply desert ACC. In any event,
- discounting the tone of tho Brazil and Comecon paper and thelr statewments,
the actual wording of their draft resclution does not seem likely to causse
too much trouble for ACC or, more specifically, for you as a mewber of ACC.

Perhops a more disturbing development is the inereasing pressure on
agencies with regard to decclonizaticon. JIn response to a Genersal losembly
raegolubion, all agencies fincluding the Fund) answered certain questions
about the extent of thelr implementation of various past. resolutions oen
the subjeect. The obviously un=coordinsted noture of these roplies may
well lead to ECCSCC demands that the Becretory General, in some way,
enforee coordinsted implementmtion, The Secretary General is required
to report to the Assembly this Fall on what he has done and can do in this
regard and members of his staff have been busy at this Praplom meeting
seking senrching, supplementary questicns of all agency representatilves
(except the Fund) about why thay have not carried out the Assesbly's
resplution on decolonization.

¥hile Fund meetings have been falrly free of such pressures, you my
have noticed from Vaitzenegger's report on the recent meeting of the
Ecenomie Conmission for Afrieas, that the Africen countries have agreed
to coordinate their policles on this subject in the different agencics
of which they are meumbers.

Another tople of some lnterest is the proposed agenda for the
doint CPG/ACC Meeting in July which you normally attend. Beside the two
matiors noted sbove, it is probeble that at the Joint Mesting there will
be discussion of the machinery and methodology for review end syppraisal
of mrogress under the Second Development Decade. I arpued against putting
thig iter up for joint discussion as being premzture. Hovever, 1t was
felt that we had to indicate that we take the Decade zoriously.
It is difficult to see whai practical resulis can come of such a discussion
at this time when governmentis have not wade up their minds as to what the
process will congist ofs




There seouws to be some concern amongst the agencles that the UN
Seeretariat will not meke available to the sgencies the information
it will be regelving from the reviews made at the national and regienal
lgvel by the regional economic commissionm. (It is to be noted that
ECAFE has agked for coples of all of our comsultations papers covering
countries in their region)e

Alsc thera tends to be an interpretation in UN of the word
Hoplementation' to the effect thot 1t is the agencles, rather than
governmentz, that will be csrrying ocut the strategy. There is little
understanding of the Fund’s approach under which we assist governments,
including those from developsd countries, Lo assess thelr own progress
tewards geals they have set thomselves,

AGC will have to authorize Freplom to draft a szction on this subject
for its report to ECUH0C,; based on the discussion at ACC. It would be
helpful in the drafting if, during these ACC discusslons, there wore refercnces,
probably by you, to the way in which the Fund will assist all governuents.
through its consultation procedure, our nped to keep some information
confidential, and, in paseing, that the strategy had, in fact, been nccepted
enly by delesgztions at U, even there, subject to a long list of reservations.

There may also be some discussion of the UNITAR proposal for a
UN Staff Collemo which was given a general blessing at Freplom, subject
to confirmation at ACC., Plans are for a modest start, using existiag
facilities, borrowing or hiring part-time lecturers (including some from
the agencies), and having only a Director and small central office. The
Fund, according to the briefing I received from Thorson, is prepared to
cooperate by supplying lecturers from time to time and we might even send
some of our pecple for training, but we would not otherwise support the
Staff College financislly.

There is an intere-agency study group on evaluslicon which has been in
suspense for a conple of years. Dollinger has been its aecretary and had
been interested and instrumental in expanding the work of the group and
in concentrating it on what I have conasidered a rather scademle pursult of
the theorgtical and wmethodological aspects of the subject. With the
recorganization of UNDP, evalumption of operatiocnel work in the field of
technileal asolstence and preinvestment worlk has been lodged in that
organizstion, There will be a gusstion for ACC as to whether to continue
this working group andy if so, with what terms of reference. There is g
note on this in the PrepCom repori. ‘

Procedural questions have heen railsed about possible participation in
neetinga of ACC and its supsidiary bodies by institutions other then UN
and the egencies, such as the World Intellectunl Properiy Orgenization,
some of the regienal bodies and, on occcaslon, non=-goveramental organizaticna
such as the Red Croms. The CPC had supgested that Ixecutive Secretaries of
the UN regicnal commissions should have the r»ight to atitend on their owne
No solution to this geaeral problem was reached at PrerCom, altbough the WIPD
request was rejected. My owmn feeling is that the more people that are ianvolved
in these meetings, the less effoctive they are likely to he and the more '
confused thedr objegtives are likely to become. »




The date and place of future ACU, TACHE and Preplom meetings is
beling the subject of some review. MNeads of agencies have begun to balk
at having IACD and ACC meetings a wonth apart in the Spring and Fall,
Accordingly, the achedule suggested is:

Jue 50th afternoon = ACG = Jeneva
July 1/2 « Joint ACC/CPC - Geneva
Getober 20 - TACB - New York
Getober 21/22 ‘ = ACC = New York
(subject to confirmation at the June 3Cth meeting):
April &6/9 1972 "« IACB - Geneva
April 10/11 1972 = 4CC - - Geneve

This schedule would memn that heads of most agencies (not the Fund)
would have to be in Geneva from Thursday April 6th through Tuezday April 11lth
1972,  And, as Zoester is on April 2and, it would mean that Preplom meuwbers
would have %0 be in Geneva from ebout Mmrch 20th, This will undoubtedly
be discussed, since some de¢isions have to be madas .

co: Mra LeF,Te Suithe”
Mr, Ze Franco Holguin



'53rd session of the Administrative Committee on Coordination (ACC) .

(26 - 27 April)

Meetings of Functional Groups and the ACC Preparetory Committee -

"~ (27 - 28 April)

Programme of meetings and essociated events

¥onday 26 April

Horning

8.15 am
9.40 am

10.00 am
12.45 pm

1.00 pm

%3.00 pm
3.05 p

5.30 pm
(if possi-
ble)

6.00 pm
6.15 pn

8.00 pm

¥i/Sz
13.4.71

CoachAeervice (acc Secretariat) -~ depart from Place
du Palais fédéral

Coach service (ACC members) - depart from Place du
Palais fédéral :

Private session of the ACC

Coach service (ACC Secretariat) - depart from Inierna-
tional Bureau

Lunch given by the Director-General of the Interna—
tional Bureau in the Bureau reception room (7th floor)

Coach service (ACC Secretariat) - depart from Place

‘du Palais fédéral

Pirst ordinary session of the ACC
Pilming for Swiss Television news —

Courtesy call by the Secretary~General on the President
of the Swiss Confederation and the Head of the Federal

‘Political Depariment

Closure of first ordirary session of the acc’

( Coach service (ACC members) - depart from IB

Coach service (ACC Secretarlat) -~ dpeart from. I3

Dinner given by the Swiss Federal authorities for the 4
Heads of delegations (dress: lounge sults)
Hotel Bellevue-~Palace - c deaman



S S

| Tuesday 27 April

Morning
8.15 am

9.40 am

. 10.00 am
1.00 pm

‘1,15 pm

Afternoon
2.30 pm

'2.40 pm
3.00 pm

. 6.00 pm

6.15 pm

Wednesday 28 April

Morning
' 8.15 am

9.40 am

10.00 am
1,00 pm

1.15 pm

Afternoon

2.30 pm
2,40 pm

3,00 pm
6.00 pm
6.15 pm

E

é

Coach service (ACC Secretariat) - depart from Place)
du Palais fédéral

Coach service (ACC members) - depart irom Place du
Palaig fédéral

Second ordinary session of the ACC
Closure of session

Coach service (ACC members) - depart from IB
Coach service (ACC Secretariat) - depart from IB

Coach service (ACC Secretariat) - depart from Place
du Palais fédéral o

. Coach service (A ¢ members) - depart fron Place du

Pslais fédéral

- Meeting of ACC Functional Group on the "Green Fevolp—

tion®
Closure of 53rd session of the ACC

Coach service (ACC members) = depart from IB .
Coach service (ACC Secretariat) - departwfrom IB -

R

Coach service (ACC Secretariat) - depart from‘Place.
du Palais fédéral

Coach service (Preparatory Committee Members) - depart
from Place du Palais fédéral

Meeting of ACC Preparatory Committee
~ Closure of meetings

Coach service (ACC Secretariat) - depart from IB
Coach service (Preparatory Conmittee: members) - depart
from IB ‘

Coach service (ACC Secretariat) -~ depart from Place du
Palais fédéral

Coach service (Preparatory Committee‘memters) - depart
from Place ‘du Palais fédéral

' Meeting of ACC Preparstory Committee

Closure of meeting

Coach service — depart from IB (Membera and Secretariat)



Distr.
RESTRICTED

CO-ORDINATION/R.ET6
23 April 1971

| ENGLISE ONLY =
ADMINISTRATIVE CCMAITIEE ON coecnuzmvm
Fifty-third session
26-27 April 1971
Beme
PROVISIONAL AGENDA
A, Ad@ t:!.on of the ends

" B. Ma'i’, ers raised in tne report of the Pre aratovy Committee (CO=ORDINAPION/R.G7H)

The Preparatory Committee's wenowvd deals with the vmrl@us oOB'I es3
covered ia i%s provisicasl agenda (CO-ORDINATION/R.S50/Rev.l). Texis
submitted by the Preperatory Commititee for approval by the ACC as paris
of its annual report are double-spaced. Mnotiters requiring declsions by
the ACC have been identified by underlining. The attention of the ACC
iz invited in pariicular to the follewing matters ((paragraph nurbers und

" each topie refer to document CQ:CRDH"'R’“‘ION/R 875) :

(1) Introduntion (parz. & and cﬁaopmmmomfma'zs/ﬂdd.wi’/

(2) Review of the sphere of activivies end competence of ACC (parr..sa 5-8 and
ennex II)

(3) questions relating to ACC functional groups (paras. 9-1%)
(%) Preparation for the joint meetings of the ACC and CPC (paras . 15-19)
{5) OGuestions relating to the implementation of the Declaration on
the Grantling of Independence to Colonlal Coumtries and Peoples
by the Orgenizations of the United Nations System {para. 24)
(6) Sacend United Nations Development Dzcade ((parasu 20-41)
(¥) The Humen Bavironment (paras. ha-&h)
(8) Scieﬁce and Technolosy (peras. 4%5-65)

(9) Population questionsg/ {paras. 60-73) ‘ ' Jens

®

It is suggegted that the Introduction might be considered at the
begimimg of the meeting en the morning of 2’:7 April.
2/ This item is scheduled for the ACC's m’aex.l.ng on the efternoon of

26 April.



0

-2 =

(1.0) Asﬂiﬂtéﬁce in cases of natural dicaster (parvas. 87-08)

. (13) @eaeéal Adminilstrative and gP@rsf::mel ma'atrrszfcpamso o7-107)

(12) E‘mmcia;l and budge‘tary’ma‘tﬁerg/ {peras. 110-113)

(13) information mtomgef,aﬁ@i*étﬂeval quesﬁionséf (paras. 115-320)

(14) Jotnt Imspection Unit (poras. 121-124)

(15) United Nations Staff Gcllégé (paras. 157-145)
.({16') Dai:e and '@iﬂ,aue of the nexs sessl.on of the ACC (paves. 15}456})
etingg with the members ofs’ the Ja.lm, msgecium m“F/

, "he Cha,s. nan and Assistaat Chauman of the Unit will be p?esent m
diseuss mattez-s or mutual mt@!’e.:t with menbe*s of the ACC.

Consuli’,abmns on_current develoments and problems incuding tcelmieal S

: coaogeration ae civl tien

".I‘he review of develepments in technleal co-Operatlon ac wivities,

- ig-cn. the agends of the spring session iz accordance m.'i,h the dec,i.:.lc_myr o
" teken by the ACC in Qctober: 19‘58

oo

v£§i5 ?.A" 

"'These itess are scheduled for the ACC’s meeting on the. momfag of.
,'I‘m\.saa.ys 27 April.

This meeting is acheduled for the moming of Tuesday, 27 Apml_, “he

~exact tima to be dcclded latu'e«



Mrs PoP. Schweitzer : 7 19 April 1971

Gordon Williams

FAQ paper on the Green Revolution

Before I left Washington, Mr. Ridler gave me the following oral
comments on the FAO!'s Green Revolution paper, attached. I have passed
them on informally to the FAO representative at PrepCom.

ls. The paper is disappointing. It does not discuss adequately
what the effects of the Green Revelution will be on the position of
other exporting countries. There should be some reference to the
faet that Japan, the U.,5: and Italy, with great production of high=
yield producta,. are busy pushing concessional sales around the world.
Nor is there sufficient discussion of the coet aspects of producing
new highe=yield varieties and the social and economic implications
flowing from these higher costs.

2+ The Fund is shortly producing a D.M« on Rice, discussing the
critical position being faced by many traditional exporters of rice
as a result of the great production of high~yield varieties, This is
a subject related toc, but not directly involved in the ACC paper.

I take it that you do not want us to take any active part in
future intersagency discussions on this paper any more -than we have
done so far.



J. HENRY SCHRODER BANKING CORPORATION
FiFTY SEVEN BROADWAY

NEW YORK. N. Y., Q015

April 15, 1971

JOHN . HowELL
CHAIRMAN

Mr, Pierre-Paul Schweitzer
Managing Director
International Monetary Fund
19th & H Streets, N.W,
Washington, D,C., -

Dear Mr., Schweitzer:

It gives me great pleasure to be able to invite you and
Mrs. Schweitzer to a concert by Vladimir Ashkenazy on the
evening of May 18, 1971, on the occasion of the opening of
the Schroder Building at the southern tip of Manhattan,

We are undertaking this means of celebrating our
decision to maintain our U, S. banking headquarters in Manhattan
because we would like to see the downtown area evolve into a
well-rounded living and cultural area, as well as one of the
centers of New York!s business activity.

The recital will commence at 7 p.m. in our ground
floor space (Schroder Building, One State Street, New York) and
there will be a buffet dinner in our executive offices immediately
thereafter. A formal invitation will be sent to you shortly.

I might mention that Gordon Richardson and others of my
colleagues on the Board of Schroders Limited are coming over
for the occasion and I know would be as pleased as I at the
opportunity of seeing you and Mrs. Schweitzer.,

Sincerely yours,
1/ %/é»mvéf

el



Mr. Schweitzer April 9, 1971

Cordon Williams

Albert Dollinger

Kittani phoned me this afternoon to pay that the Secretary-General
had authorized him to say that he, the Secretary—ﬂeneral had considered the
matter of Dollinger's extension with his collesgues and in the light of your
expressed interest and wished to give the assurance that a suitable solution
would be found.

Kittani said this meant that an extension had been agreed upon
between him, Winspeare, the Director of Persomnel, and the Secretary-Ceneral.
Now it remeins to put through the necessary papervork for which there should
be plenty of tine. ‘

This communication rather surprised me in view of his earlier
asaurances to me--which I had passed on io you--~that the matter had been
settled, Perhaps he had only been speaking for Nhimself earlier end now has
eonfirmation from the Secretary-General. In his conversation this time he
made no reference to the 6-8 menths' limitation he had mentiocned earlier.



Mr, Schweitzer April 8, 1971
Gordon Williama
ACC Meeting

N,

I I will, as we agreed, be prepared to brief you in more detail on Sunday,
April 25th regarding issues whlch mgy be coming up at the ACC meetings in Berne.

At this time, however, it is apparent that a primary toplc for discussion
will be developments which have teken place in the CPC meetings during the past
two weeks. And we have o more than acedemic interest in these developments as
they reflect an attitude by certain delegations that ACC must be aun ingtyument
of UN.

The issue wae posed by the introduction of a draft resolution by Brazil,
acting olso on behalf of U.S.8.R., Byelorussia and Bulgaria. This draft sets
out terms of reference for ACC which would limit its ectivities strictly to
administrative matters. ACC would not only heve to report more fully to ECOSQC
then it now dees; its agenda would be approved by ECOSOC (or CPC acting on its
behalf) snd specisl reports and studies could be requested of ACC. All members
of ECOS0C end CPC ghould have a right to attend all meetings of ACC and itg
subsidiary bodies and the UV "chair" would be sxpanded to include, in addition
to the Secretary-General, Philippe de Seynes and the heads of UNCTAD, UNIDO,
UNDP, UNRVWA, ebe., the four secretaries of the regionel economic commissions.

The form of this proposal ie as wnususl as its content, since CPFC has
never before voted on & resolution nor offered one for consideration by ECOSOC.
The Brazilian haz said that hée wants CPC to act on his draft this week, without
consultation with ACC.

A more maderate proposal by Guyana, supported hy Indis, Pekisten and
Tanzania is aleq: ‘more fléxible in approach in that it would be a section in the
CPC report and offered for ACC comment &t Berne and for joint ACC/CPC discussion
in July in Genova. .

So far, all efforts by delegations, members of the UN Secretariat and
representatives of agencies, including myself, have failed to shazke the
Braziliauts determination to get his draft voted on, slthough I was sble to get
hin to modify slightly the wording of his terms of reference for ACC to allow it
to do vhat he wants “inter zlie", thus giving ACC some freedom of action.

The CPC meeting is not yet finished, nor will we probably know the re-
sulte of the negotietions before I leave for Gemeva. But if the Brazilian
resclution or anything closely resembling it should be adopted by CPC, the Berne
and Genave ACC meetings are likely to be devoted primerily to d;scussions of what
steps can be token to meet it. These steps might include the heads of egencies
abandoning ACC as & formel body and carrying on their necessery discussions on &
purely informal basis henceforth.



Me., Schweitzer ‘ , , Marech 18, 19T
Gardon #ill:iama
ACC Mestings--April 26/27

Attached is the mvisim agenda for these meétings, which will tizke
place at UFU headguarters in Berne, and the Proparatory Comittee meetings,
which will take place in CGensva during the period April 13-23

: It ie expected thet, after Preplos hos had o chance to deal with this
age&&a, the items remoining for ACC consideration will be very few and that
ACC will be prosented with a Preplom report containing suggested decisions to
be token on most of these, This would be the line I would puch.

Most of the items on the agends; ms usual, appear to be of little con-
cern to the Fund,; alibough the discussions may bring up aspects of these subjects
on which we may have to express some views.— I will be réporting to you on these
PrepCon diocussions when I see you over the weekénd of April 24/25. At this
timg, I would only note below the most importent item on which it nov seema
likely that we mighi; have an interest.

* Consultation on C’urx-ent Develoments and Problems

We will be asked to comment on the Secretary-General's draft report to

ECOSOC and the Asseably-of sgencies' actiopsiim implementing the various de-
colonialization resclutionf. Our intereste would be best served, I believe, if
that report concentretes on such matters as assistance to refugees, the zaosage
' of supporting résolutions by agencies, relations with OAU and "mtionsl liberation

movenente”, ote. If it refers to the Fund and Bank at all,; 1t should deo so
anoxwmmly and in passages which mcluae refercnces to all other agencies an
Heno

We eahcmmy I believe, disewmga eny discussion of the “"arms race" inguiry.

3. Development Decaode

‘ We need only mpprove the work done and planned by the ACC Sub-Committee
on this subject in the area of review and apmeisal. Messrs. Sture, Dakoliss
.and I attend these meetinge and are setlsfied with the Comittes's approach to
its work and its report.



}. Role of ACC, ste.

Uarﬁil the Comiittes on Progromme and Coordination finishes its
meetings (about April 2nd) we camnct be sure whether the existing threat to
ACC's independence wlll be realized. We have consistently argued that ACC is
a cremsture act only of ECDSOC but also of the agencies. It is not up to CPC
to malke decisions about ACC's role, and it would defeat the purpose of ACC if
it chould become an instrument %o carry out ECOSOC or General Assembly policy.
Ya cam have delegations sitting in on ACC meetings ap scme have suggested.

Gn the other hand, the wording of ACC reports and docments could be
elarified and made more informative end the operation of Kittani's office
made more responsive to d.elegatiens' interest in codrdination.

We will alse ‘be asked to consider the agends for the Joint ACC/CPC
meeting This should include; I believe, those subjects for consideration of
vhich some agencies ostabliched functional groups--the Green Rovelution and
Human Environment, for instance. If CPC agreed to this, it might cut down the
emount of discussion in the Joint Meetings on such subjects as decolonislization
and the role of ACC.

16. Dates of Mestings

Wa ha&ré pressed Tor consccutive xméetinga of IACB and ACC in the future
and for a reasonable interval between the PrepCom meetings and those of ACC.

17. UN Staff College

UNITAR is:prosenting a proposal for the establishment of a Staff College.
We have been cool to this 1dea in the past and 1t seems likely thot this will be
ouyr attitude to the present proposal: if such training is needed; why camnot
URITAR itoelf conduct the courses? ADM is preparing a briefing on this.

Attackment



OCDE | ~ OECD

"ORGANISATION DE COOPERATION ORGANISATION FOR ECONOMIC
ET DE DEVELOPPEMENT ECONOMIQUES CO-OPERATION AND DEVELOPMENT
Téléphone : 524 90-70 Télégrammes : DEVELOPECONOMIE 2, rue André-Pascal, PARIS-XVI®

Télex : 62.160 OCDE PARIS

Development Assistance Committee
The Chairman

Comité d’Aide au Développement
Le Président

March 23, 1971

Mr. Pierre-Paul Schweitzer
Director General
International Monetary Fund
19th and H Streets, N. W.
Washington, D. C. 20437

Dear Pierre-Paul:

As you know from your invitation from Mr. Jolles,
Tidewater IV in Lausanne in April is to center its discussion
on the substantive issue of Job creation. This focus on a
particular substantive issue is a considerable innovation for
us., It has been proposed that it might help focus our discussion
more sharply if a sample of recent thlnklng about it could be
made available in advance.

This would be in addition to the presence at our sessions
of Sir Wilfred Jenks, Director General of the International
Labour Office, David Morse, his predecessor (on this occasion
representing Paul Hoffman) and of Montague Yudelman, Acting - )
President of the OECD Development Centre. These are the two -
organizations most actively engaged at present in research
on ways to attack the Job creation problem.

I enclose a list of background readings for those who
. have any spare time. -

I look forward to seeing you in Lausanne.
Sincerely,
Edwin M. Martin
Chairman



: uU LLQT 3D uﬁADI“C” O JOB CREATION

. 1. Sir U1m¢;cd Jeriks has -agreed to distwribute around
April 1 a brief note on n1° present view of the problem in
the light of the progress made on the ILO World ﬂmplojmvﬂb
?“ogﬂamy lawnchea qFout two years ago.
. The mosu thox ough JOL creation program develcped T
date ig that for Col ombia, published last year. It was o;epared
by ‘an ILO-sponsored mission, headed by Dudley Seers, Director
of the U" rers “vy of Sussex Institute of- bewe¢0ﬁncqx. The
- repert lsthor ougn. comprehensive and bold, but it is a hook
Cof 471 pages. ‘However, Secers has published a short synthesis
. of the recommendations in the October 1970 issue of the
Intcerna ational Labour leview ewtitled "ilew Approaches Suggested
By The Coloabia Jmp7oymevb,P“orraA“ I assume this is available
to you 1if wvou are interested in it. ‘

ra

C fon“cmbe“ the United Kingdom Oversecas De
on and Cambiidge UﬂlVGfSlL, sponsoroq a s $1

t which attracted some excellent paners and a
ed list of experts. I enclose a copy of The pap
1onal Policies and Their Bffect on Pmployment
cone Hans Slnger, glso of the University of Suss
widely known for his work in the fiﬁld, To point up so
the key issues raised by the experts, I also enclose a some-
times crivical summary of the papers and commentary on those
debates by Carl K. Eicher of IMichigan State University.

Lo The fullest Factual analysis of emplo)ment and under-
emplovm“uc in the LDCt!'s available is contained in "The “WDlOYmbﬂb
Problem in Less Develeoped Countries™ by David Turnham of the
OHCD Development Centre, A cony is belng sent to yvou. It is
a draft but the final version, due ouv in a couple of months,
will reflect primarily styvlistic improvements. It does the
begt one can with the scanty reliable information availleule.

5. The Development Centre is aleo jUS" complc >ins a stucy
ol The employment situation in Ceylon, about To be the subject
of a second ILO action misdon under Dudley Seers. The enclosed brief
summary oif its conclusicns biings out especially how dangerous
it is To generalize too Ireely avoub the causos and cures of
inadequatv employment oppohumltiesn

&

e : -



6. nobert d'A. Shaw has done an exc cellent Job of ﬁuTI ng
vnat 1ittle wre now know on “Jobs and Fﬂ“icultu

¢ ac
Develoﬂmgﬂt" in a paaphlet prepared For the Overseas D@velopmenT

Council, “n v will be sending you a copy of it.

7. A useful, Though somcviiat 0 1iocellaneouu, round up of
Facts and policy su¢gostlolﬂ ie contained in uchlO D of the
”"7“ “idministrators Neview of Development Performance’ published

USAID. . A copy is enclosed. oo

3.  In the 1970 DAC Chairman's “upor' is a cnapt T oon
? ULOJMCjbs It includes a briefd review of the key facte on
vnenplovment and unde —emﬂlovmenc, Crawvn largely Irom the
Turnham Study.  There is also a very general look at some of
tne lines along which it khas been suggested progress might be
sougznnt. I assume This Herort is alseo available to you.
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INTERNATIONAT POLICIES AND THEIR EFFECT ON EMPLOYMENT

H. W. Singer

It is notoriously difficult to measure unemployment in

ldes in terms which make it comparable with unemployment in
the richer countries, Its forms and apparitions are too
different, and I agree with Gunnar Myrdal, Michael Lipton,
Paul Streeten and others that we must be wary of transferring
- uncritically western concepts to the different Third World.
However, we must be equally careful not to jump from the
legitimate refusal to apply First World concepts - or Second
World World concepts for that matter -~ to Third World problemsg
to the illegitimate essumption that unemployment and under-
employment in open and dlsgulsed forms do not exist, or_sare not
serious, merely because they cannot be measured by familiar
“concepts and caught by familiar definitions, or because the
data are lacking. Without labouring the p01nt for my present
purposes I shall 51mply assert:

(a) that unemployment is extremely serious in the ldes;

(b) that it is much more serious at present in the ldcs
than in the richer countries;

(¢) that on reasonable definitions qnemploymcnt is of
the order of magnitude of 25-30% in many ldcs,
and 20-25% in the overall picture;

(d) that it is serious, more or less eqnally S0, both
in its rural and urban manifestations;

(e) that unemployment has beeome 1ncrea81ng1y serious |
in the last 1O 20 vears

(f) that on present indications it is bound to incérease
further, unless counter~influences appear (which must
probably include a vigorous and balanced develcnmenu

to the ldcs and their factor endownments, and in th
longer run a slowing down of.populationgrowth)o

All this amounts to saying that the present context of
relations between richer countries  and - -ldes has been at least
consistent with a global disequilibrium in the incidence
of unemployment in the two goups of countries; say 3-5% in the
rich countries and 20-30% in the poor countrles° The thesis
of thls paper is to suggest: -

(1) that the present relations betweem rich and poor
countries are not only consistent with, but alsc
contributory to, this disegquilibrium, with heavy
persistent unemployment in the ldcs; and

(ii) that reforms in the present relations of the two )
groups of countries are among the counter-influences,
mentioned in (f) above, which are required to improve
the situation, or even to prevent it from worsening.
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We shall consider the possible contribution of rich/poor
countries' relations to ldc unemployment under the headings of
(L) Trade; (2). Aid: (3) Private Investment; (&) Sclenoe
and Technolerv, and (5) International L;quidity. :

(1) ZIrade -
It is no accident that trade has been placed first, As
an economist I am bound tc say that the main avenue along which
one would lcok for a major contribution to the-solution of the

- unemployment problem in developing countries lies 1n trade.

Traditionally - in the thinking of economists, trade has boen'
the method by which each country exports, through the commodities

,afproduced and traded, those factors of production which it has

in relative sbundance, while it imports, again through commodltles, .
those factors of which it is relatively short,. For the develop~ .
ing countries this would mean that through trade they would find
an outlet for their abundant labour, and be enabled to. remedy

'thelr deficiencies in capltal througn 1mportne

. Unfortunately, trade has not 1n fact pleyed this magor

,Iole conceptually attributed to it, But it still remains true
’,‘that potentizlly this could be the case, The developing
- countries; with a good deal of support from enlightened opinion

within the industrial countries as well, are putting forward in
UNCTAD and eisewhere requests that their labour-intensive manu-

factures sheowuld be admitted to the huge markets of industrial.

countries on a duty-free or preferential basis. Slmllarly, freer
access of agricultural commodities and other raw materials is

also under debate. fhen we think  of the tremendous markets

involved, and the tremendous rate of expansion of international-
trade as a whole, in which the developing countries have so
conspiciously falled to participate, one cannot- help being.-
impressed by the vast potential 1mprovement in the employment

‘plcture of the developing countries which exDanded trade could

produce.

.

‘ 77It ie not easy to quantify hypothetical situatibns which

. cannot be iscolated from other events and trends. However, I am
~ going to stieXk my necX ouv snd. risk the guess that if the share

of ldcs in world trade had been kept up since 1955 by a reduction

" of agricultural protectlonlbﬂ and trade barriers in the richer

countries, theyemployment volume in the ldcs could be about 10%
higher than it is now. That would be say 82%% of the labour

 jforce instead of 75%, and unemployment would bu 372p instead

of 25%. ¥oreover, if this hypothetical assumption of .a fully
maintained share in:total world trade could be projected into-

:’the future, and if world trade should continue to expand as
rapidly as in the past decade, the establishment of this

condition might prevent unemployment in the ldcs from. rising o
in the next decade, even in the presence of a capital-intensive
technology and a certain rapid increase in the labour . force,

But this is a big and extremely hoveful assumption to make, -

‘Notwithstanding favourable votes in UN bodies and acceptancs
. of‘gldbal targets which re 1ly depend upcn suchation, are we

in the richex countries really ready for it? No doubt we could..
ourselves benefit in the long run by concentrating on the more
sophisticated lines of production (but by the same token - :
perpetuate giobal dualism and technological colonialism).. But
the case of =z=id should warn us that demonstrations of long-run
ad\antage do not seem to be particularly compelling in elieciting

from taxpayewxs, parliaments, civil services and politicians of
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richer countrles any great w1111ngnvss to make what looks 11£e
one-sided 'concessions' even though the sacrifice may be more
apparent than real, and transitional rather than lasting.
Perhaps real sacrlflces could be more readily e11c1ted than
the 1nconvcn1ences of aaaustment° R

, The trouble of course is that the burden of adaustment

if not properly handled, will tend to fall on wvulnerable groups’
most directly in line of competition with the potential exports
of the ldcs ~ the elderly textile worker in Lancashire, the farmer,
the older more labour-intensive firms. . The necessary adjusts
ments and compensstions should certainly be within the power

of the richer countries, as well as being in their own interest.
Nobody wants to solve the problems of the ldcs on the backs of
the poorer peorle within the richer countries -~ but then we
should alilso stop trylnc to solve the problems of our poorer

(or simply more vocal. 3 sectors on the backs of the even poorer
ldcs. : : .

o -

'+ . In this paper which deals with "International Policies"
we naturally lock at the action reguired by the richer countries, '

‘but let us remind ourselves that the ldcs may also-have to

"make painful and difficult adjustments in their present policies-

m——rC

and outlook to take better advantage not only of the present,

- but also of any potential larger future export'opportunities°

This reguires outward-looking pOliCi&S' willingness to take
risks, to study foreign markets and tastes.. - It.takes two to
export, and perhaps it takes a dash of Japanese And -the
mentioning of Japan could serve as a reminder that the
development of a vrosperous home market base has never yet hurt
a country in develonlng its exports as well. But there is '
also a counter-lesson from Latin America:  the bulldlng up of .a
pseudo-prosperous home market under the banner of import
substitution may be more of a hlndrance than help in export

,ggﬁevelonment ‘ .

T

Hal B Lary of the Natlonal Bure o] of I?‘conomlc Research

Cin New York has found that the following industries stand. out

as particularly lsbour-intensive in relation both to skills ™
("human capitzl") and to physical capital: apparel and re;ated

- products; leather znd leather products; lumber and wood.

productsy textile mill products; furniture and flxtures,

_miscellansous manufactures; rubber and plastic products.

i

Trade concessions in these products (which I have listed in
more or iess descending order of employment-intensity in
terms of unskilled 1abour) would have particularly strong
employnent impact in the ldcs, and relieve wage pressures and
tight labour markets in the richer countrics. - Is there not
a ready-made agenda here for international action? - I the
ldes can only provide the skills, even while lacking the

Pphysical capital, a number of other industries could be added

as being employment—-intensive in the ldcs: fabricated metal

products; printing and Duollshlng,~ electrical machinery;

-non-electrical machinery, This list of eleven employment-

intensive industrial groups prima facie suited for export from
the ldcs would still leave the richer countries with nine
industrigl classes which are both skill- and capital- 1nuen317e,
and hence prima facie suitable for their exports,
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..employment 1mpact o . ik

: cotton "agreement" rattles its bones to remind us of reality,

- we should add, as equally misleading, the moderate-~looking

dpe

“The case made here for international trade concessions

}te‘the ldcs specifically directed towards employment promotion

is of course additional to the more general case Lor trade

- development as a wdy of reducing their foreign exchange

bottlenecks and speeding up their general rates of growth and
investment. This more general case has been amply made in.
UNCTAD, the Pearson Report, and elsevheres, but by comparison.

‘perhaps not much attention has been given to how to cbtain

maximum employment imvact through trade concessions.  The
scope 1is certainly encrmous, considering.that imports of

‘labour-intensive products from the ldcs are only a small

- fraction of rich countries' total imports of such products, and.

.. only a fraction of that fraction when. related to their total
ceonsumption of such productso'. Lven a target of say 10%

of the total increase in the consumption of such products to
be imported from the ldcs Would have hlghly 1W“ortant '

But all this is 'potential?, i.e, pie in the sky. A
Meanwhile'the ugly skeleton of the scandalous international

and  of one reason for 25% unemployment in the ldcs! To this

nominal tariff rates on processed and manufactured products
from the ldcs which conceal the rceal, and much hlgher, effectlve
taxes on value added by employmento : o e

(2) Ald

Here once ageln‘we must dletlnguish between the general

_case for -additional.aid, as contributing to fuller employment

in the ldcs, and the specific case for adjusting the forms and-
methods of aid so that a given volume of aid becomes more. -

Yemployment~intensive' in its impact. The general - case is no
- doubt wvalid (w1th1n certain limits and with certain quallflcatlons)

increased aid, say the achievement of the Pearson targets of
1.0% and 0,7%-of GNP for total financial flows and public aid,
would increase the rate of 1rv?stment and growth, and ceteris
paribus increase employmenus Improvements in the terms of
aid, untying, nore grants and anything. that leads to more -
effective use of aid would have the same presumptive favourable

- effect on employment. . The limits and. quallllcatlons mentioned

include a possibility such as the following if ‘the additional
growth and employment created by more aid are in the urban/modern
sector, then the increase in the number of urban jobs created
might swell the flood of migration to the cities -to such an
extent that unemployment, at least in its open and urban forms,
could aotuelly increase, This possibility, based on East
African condit %BE is inherent in Michael Todaro's much- _
dlscussed modeI’ Another possibility would be that the higher

(1) This would be questioned by some, either on more general

- grounds that aid is "pad" for ldcs, or on more specific grounds.
.. such as by A. Qayum in "Long-term Economic Criteria for '

Foreign Loans", Economic Journel, June 1966, ’

,(2) A Model of Labor Migration and Urban Unemrloyment in

Less Developed Countries™, M. Todaro, American Economic
- Review, March 1969, pp. 138-148,
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- growth rate and investment rate in the urban/modern (and
;,cap1tal~1ptep81ve) sector could be accompanied by such-a

change in the overall composition of investment, by drawing
complementary domestic resources out of the rural/tradltlonal/
service sector (largely labour-intensive), that overall
employment is diminished rather than increased, The possibility
i of this applying to Colombia has been pointed out by the ILO

' missio? gnder the World Employment Programme, led by Dudley -
L Beers, However, broadly speaking, more ald, or nore
effective aid = more employment although the conventional

'.ald/emuloyment ratio is almost certalnly unimpressive,

e How can the ald/employment ratio be 1mproved° ThlS is the
.SpeClaT relaticnship between international aid p01101es and
employment with which we are concerned here, Space limits us
to an enumeration of changes in international aid polieles which
could 1morove the employment impact of a given volume of aid.,

: (a) Aid is now available predominantly for the 1nDort
component of Droaects, largely equipment. This puts an
artificial premium, as far as the ldcs are concerned, on
prpferrlng capital-intensive projects to more labournlntcnsvve
~ones, or for any given project prcfcrmung a more capital-intensive
{import—intensive) to a more labcur-intensive technology. Both
. these effects reduce (or possibly pervert) the employmént effect
- of aid. Aid should be equally available for local expenditures
...on projects (1nclua1ng local equipment).  This could be done

either by giving aid as a fixed percentafe of total vproject
"gcosts, whether 100% or 50% or 25% of the total ccsi, or
alternatively by giving aid on a pregramme or gelwral budgetary
basis, - The Pearson Ccmmission has recommenaed that aid givers
renove regulations which limit or prevent conteibutions to the
local cost of -projects, and make a greater.effort“%d encourage
~loeal procurement wherever economically Justified. ) This
recommendation deserves full support. In particular, it 1is to
- be hoped that the multilateral aid sources will pay full attention
-to it;  so far they have been more in the rear than in the van
of the falnt movement in this leuCthPo -

(b) 4id is more readily available for investment in the
urban/modern sector than in the rurszl/traditional sector. This
~ has the dual effect of raising the overall capital/output ratios

by changing the investment mix in the direction of the more
capltal intensive urban/modern sector; and of intensifying
rural/urban migration by increasing the rural/ufban income
chferenul al and the job attractions of the towns. Both
.these eiffects tend to reduce the employment impact of aid.

The alq/emplo rment ratio could be improved (lowered) if more.
aid were avalilable for the ruﬂal/tr301tﬂonul sector (not
necessarily sgricultural but inevitably much of it diroctly
agricultural and most of it agriculture-related). Here again,
. We are pushing au an opven door in so far as most aid programnmes,
--especlally the Yorld Bank, hdve arpoupced an intention to

(1) Towards Full Employment, A Programme for Colomula Preparea
by an Inter-Agency Tean organiscd by the InternatlondL
Labour Office. ILO, Genevag 1970,

(2) partners in Developnment, Report by the Commission on |
"International Developmenb, Praoger, New York, Washington,
London, 1969, p. 177. : '
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" however are both more llkely to be employment-intensive and also

-ghift more aid into the agricultural sector, and into rural
-development., However, the implementation of such a policy will
be more difficult than the policy-framers realise, . Often the
aid would have to be on a programme or budgetary basis, and
‘channelled through local financial institutions im order to
overcome the logistic difficulties of channelling aid into a

-+ multitude of small widely dispersed projects conducted under

unfamiliar and unsophisticated conditions of bookkeepln
expenditure control, ete, - : N L ;> O

, (e} Ald is ‘more readlly avallable for a few large projects
;ather than for a variety of smaller projects. - Smaller projects

more likely to be found in rural or small town locations where they |,

.§
—_~

2oy

reduce migration to the cities and conseqLently urban- upemolovmvdu,%+
There is of course a certain fungibility in that external aid for- j-

- large projects may reWease local resources for smaller~scale

in reverse if the external aid covers only a relatively small

. projects (or vice versa). This fungibility however may work - é:
8

part of the total cost of the large-~scale project while the
rest may have to be covered from complementary local resources, -
The best approach would be either to channel aid through local
financial institutions or to place it on a Drogramme or '

: budgeuary ba81s.v. T : ; B

Tt will be seen that the pollcy prescrlthono under (a),
(b), and (c) above coincide quite closely. In fact it may be

. 8aid that present aid practices form an anti-employment syndrone

while the corrective measures requlred also form a 51ngle
synarom : o S B
(a) The employment impact of aid also suffers from a

‘confusion within the present aid system of promoting new growtn

. or development as distinct from promoting new development

‘ELp;ectu.. It is a great deal easier to obtain aid-for a new

project rather than for the expansion of an existing progect

.. or the repair. and maintenance parts needed to keep existing nrojects
- -going, or the import of raw materials required for their opewatlony‘

or the additional expenditures (largely local wages) which would

be needed to utilise existing plant more fu¢1y by multﬂnie shift
wori, There has been sone improvement particularly in the:

- direction of providing aid for import of required*raw naterials,

but. the statement is still broadly true. As a .result we have the
extraordlnarr spectacle of scarce capital standing idle or
under-utilized although no doubt deficiencies in management,

income dlsurlbutlon, planning etc. also. play a large part in
’thlso‘ Aid given for the more effective utilisation of existing
fcaplual would nearly always be much more employment-intensive than

i aid given for the introduction of new capital. In fact the kind

of ald here advocated would represent the best. kind of intermesdiate
technolooy - capital-saving yet without arousing the antagonisums -
congurea up by the idea of a 'dlfferent‘ technology

(e) Aid for the finencing of publlc works, and éspecially of
_rural public works, is almost impossible to obtain, partly because
there is no single project and partly because the expenditure
involved is local, Food aid is'a form of aid particularly useful
for the financing of public works and labour-intensive -devslovmsznt
in genecral. No doubt food aid can be harmful if it depresses
prices Tor local farmers or leads to a slackening of domestic effort
in food production. But it would be throwing out the -baby with
“the bath water to go slow or focd aid rather than administer it



- - understandably be supported by the local government as one way :

in such a.way that it has no undesirable side effects. It is to
be hoped of course that food aid, which essentially does not impose
-any real sacrifice on the donor of the surplus .food, would Te
' consiaered as additional to other aid rathcr than competitive with
it. Perhaps for this reason it should not be counted within the
1% and 0,7% Pearson targets., E Co el e

(3)  Private Foreign Investment =~ - ¢
The present employmcnt‘inpact of private foreign investment
is reduced by a number of factors and could be 1ncreased by
changlng them, A bare llst must suffice herea

{a) a forelgn flrm Dartlcularly a multlnatlonal firm,

. will almost automatlcally fall back on the can1tal~1nten31ve

- technology available to it internally through the research
products, know—how, patentsi, etc, of the head office or parent

companye _ S
(b) A forelgn firm will not Wish to be t@ubled with

the incomprehensiblie and politically-charged problems of

handling large masses of local labour, deciding who should be

employed and who should be refused employment, etc. = The

employment of capltal is the llne of leest re81stence

(¢) A forelgn fle Nlll be faced w1th a demand for wages
mdch higher than the prevailing local labour situation and the
resource endowment of the .country would justify. ~ To push -up
vages against forelgn firms is almost a patriotic duty, and will
=]
keeping the money 1n uhe country and reduc1ng the repatrlatloq of
. profits. . : : :

. (d)  Where one of the original motives of'the foreign v ,
investment was to use the local subsidiary or licencing. agreement
as a fcothold for selling equlpnent spare parts, operational

raw material, etc., the provision of secondary 1ocal employment
by ordering locally will be absent or greatly . reduced o

L

This is by no means a full llst, and no doubt there are also
countervailing factors at work - including deliberate policies of -
‘a nurnber of foreign firms - but it will help to indicate some of
;- the changes in foreign investment policies’ which might be needed

il we are to increase its impact on local employment. :

‘(u) Science and Technology

Although problems of science and uecnnology are less discussed
".(at least by economists and politicians) than trade, aid or
investment, in fact this is the area in which the rich countries
have perhaps the most powerful impact -~ for better or worse -
on employment in the ldcs., = The dominant fact of international
life is that it is the richer countries, with one third or less
_of the world's population, which account for 99% of the world's
scientific .and technological innovation. Admittedly, R & D
expenditures (on which the 99% figure is based) is a less than
_ satisfactory input proxy for the output of innovation, and in
addition it covers only one segment of the relevant inputs; but
it is the best we have. In some ways, it even . understates the
dominance of the richer countries: such is this dominance
that even the R & D expenditures of the ldcs are largely devoted
to making a marginal contribution towards "exte nding the frontiers
of knowledge", in ways and in directions automatically determined-
bv fhe conditionas 2nd factor nromnortions of Tthe richer covntries.
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- In the Sussex Manifesto-— prepared by a group of consultants
. 10 the UN Advisory Committee on oc%E?ce and Technology meeting at
the Iniversity of Sussex last year - we described this
\phenomenon as the "internal brain drain', and as perhaps more
; important and dangerous to the ldcs than the external brain drain
i (visitle geographical movement of highly quelified people) whlcq
has atiracted so much more attention. It is on account of this
intérnal brain drain as well as on account of the low efficiency
of small and scattered R & D expenditures without adequate
infrastructure and equipment (also discussed in the Sussex ManifeSto),
that one must be rather sceptical of the value of any tafgets or
increasing <he local R & D expenditures of ldes from O, 2% of their
GNP to 0.5% %r any other figure, when such proposals are made in
,{;solat;onu;31: L C T N
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It i1s only within the context of planned. global .change in the
composition and direction of scientific and technological
progress that suh a target assumes a constructive meaning,

And it is again tecause of the dominance of rich-country
technology which wot only dominates the R & D inputs and controls
the R and D infra; tructure, out also sets the tone and determines -
what is consideret as *‘progrsess' or ‘modern' or ‘efficient’ even
xflthln the ldes - however .contrary to their true interests -
ithat any such plarned global change must include a restructuring
of the R & D priorities within the richer ﬂounurlesa It is they
crowho must redefine vhat constluutes_ progress’ and where the
'frontiers of knom_uage lie., This they nmust do in such a way’
as to include more of the things which are useful to the ldcs
(DPOductluﬂ on a sialler scale, simpler product design, tropical.
product izprovemeri, protcin foods for young children, ¢tc.), and
fewer of the things which are directly -harmful to them (certaln
develobmu“us in. synthetics, automation, machlnerj with extremnly
! hlgn repair and maintenance recuirements, etc.,. . The target of -~
{ the Pearsc Report that the richer countries should shift 23% of
ﬂ their R aaxd D expenditures in this dlrectlon 13 an 1mportant it
mOduSt oeglnnlné.. : '

r"‘v

el

Po" the purposes of our present dlscu581on it should-
be noted that an  such change in direction would he bound to give
~much higher Driori‘v to employment intensity, cap: tal»sav1pv and.
reducticn of sopnisticated skill requirements in cperation,
maintenince, etc. And let us not hear too much c¢f the old canard
i that cqpltalmlntenslty is good for ldcs because 13 economises in
f skills. All the evidence 1s to the contrpry° ard the 1andscape
;. 0of the ldcs is strewn with the evidence of this faklacy in the form
© of under-utilized, brohen down, idle, high-cost ﬂcdern -capital
equl;nvnt : .

. .

?opefully in 1ater years those after us will’ shake their
headh incredulously at how we set about this businesa. We take
techu01001ats and other expcrts involved away from their faniliar
environment and drop vhenm in another country (usually with insuffici
briefing), leave them to find houses to live in and schools for

“their children, to find local counterparts, to find their ways in
unfamiliar surroundings, and all too often whisk them bick just

i; (1} '"orld Plan of Action Ffor the Application of 601ence and
© . Technology to Develooment, United Nations uocument
: ,E/Ac 52/L 65 of 19 October 1969
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vwhen they become effective. If this reads like a parody,

fEW'Wlth experience would deny that it contains elements of truth,

Surely, the first step in a global partnership must be to use
the wonderful and dreadful machinery of science and technology

- wvhere it is and where it can operate most effectively, and

realise its potential blessing for world economic development.

The sending of experts abroad and the bullding up of an

indigenous scientific gnd technological CJpacity within the

ldes must take place simultaneously, and in alignment with a

change of direction of progress within the dominant richer countries.

" The 25% suggested by the Pearson Report is less than one-

twentieth of what 1s now spent on military, space and atomic

, tebhrolocy, less than what the richer. countries will have

added to their R & D expenditures betwecen the June day in
19{0 when this is written and the end of the same year,

And once again, as with trade and aid, the thinking
within the ldcs will have to change as much as the thinking
in the richer countries. Feasibilivy studies of projects
will have to be based on spectra of technology and on pricing
systems which reflect the real resources and needs of the ldcs.
At present, any such movement is only tooemily resisted as
evidence of technological colonialism, on the grounds that the
ldes are permanently to be fobbed off with an inferior second-class
technology. Tragically, exactly the opposite is true: ‘the
present dominance of a technology appropriate for the rich countrlcb,

& dominance obta 1n1ng within the ldcs no less than without,

ensurcs a2 centinued handicap for the ldcs. The present rntes of
population increase, the present capital-intensive trecnd of
technology, and productive full employment are three things
vhich simply cannot co-exist.  Something has to give.- and at
present it is employment. : ‘ . . e

(5) Internaticnal Liquidity

e

Her'ey of course, attention should be paid to the great
step 1or vard taken by the world community by the creation of the
Specizl Drawing Rights, A little of that progress has rubbed
off on develotmcnt even-at DP»SGnu, in that the 1dcu, contrary
to the original intentions, at least participate in the SDEs to
the extent of their IHP quotas. Perhaps more importasnt is the
widespread conviction which has emerged that now the SDRs have
been safely - and one hopes irrevocably - established, their
potential for world devclopment can be safely utlllsed yithout
damzge to their original and primary purpose. The technigue for.
doing this is less important than the decision itself, although
the opportuniiy vo strengthen multilateral channels scems- too
good to miss - killing three birds with one stone!

The balance of payments objection to increased aid to the
lécs was never too convincing, except possibly as a question of
re~distributing the overall burden of aid among the richer
counttries. It could always be pointed out that as long as
the ldcs did not use aid to increase their forecign exchange
reserves - and with exceptions the main criticism of their ]
policies wzs exactly the opposite -~ there was never a wlid balance
of peyments argument against increases in overail aid. Now ,
with the crcatlon of the SDRs we can go a step further. "The
richer countrics, taken together, will not only not have a.
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balance of payments deficit, but they will in fact have a
pesitive balsnce of pay;ﬁ“*s SUurpius, The case for linking
thils new prograss international relations with a step forwa
in devcloﬂment as ce goemns very strong — but what better

‘dircect.on Th Ll nomore spes.fically with the
ol icot ol prmvpéixg LohLdodonnive eﬂ)Loymcqt for tno young
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12 avril 1971

Monsieuf‘IEAmbassadeur,

Me référant 3 ma lettre du 25 mars, je vous
confirme que je compte arriver 2 Genéve (Cointrin)
3 17 heures 25 le vendredi 23 avril par le vol
SR 565 wvenant de Basle. Je'quitterai lausanne
pour Berne par le train dans la solre du dimanche
25 avril.

Je vous prie dfagrder, Monsieur 17Ambassadeur,

1"assurance de ma haute considération.

P.~P. Schueltzer

Monsteur 1°%Ambassadeur Paul Jolles
Directeur, Divislon du Commerce
Department de 1'Economie Publique
Bavrne, Suisse



LE DIRECTEUR
de la

Division fédérale du Commerce Berne, le 5 avril 1971

Monsieur

Pierre-Paul Schweitzer
Directeur général

Fonds Monétaire International
19th and H Streets N.VW.

Washington, D.C., 20431 / USA

Monsieur le Directeur général,

Jd'ai été treés heureux d'apprendre gue vous pourrez
prendre part au prochain "tidewater meeting" fixé
aux samedi 24 et dimanche 25 avril & Ouchy, Lausanne.

Afin de pouvoir prendre les dispositions technigues
nécegsaires, je vous serais trés reconnaissant de bien
vouloir nous communiquer dans les meilleurs délais
1l'heure de votre arrivée & Lausanne ou & Gendve, le

23 avril. De méme nous aimerions connaitre, dans la
mesure du possible, vos intentions quant & votre

départ, le dimanche 25 ou lundi 26 avril au matin.

En vous réitérant ma profonde satisfaction de vous
rencontrer prochainement, je vous prie d'agréer,
Monsieur le Directeur général, 1l'assurance de ma parfaite

considération.

annexess:

- invitation
- ordre du jour




INTERNATIONAL MONETARY FUND
WASHINGTOCN, D. C. 20431

25 mars 1971

MANAGING DIRECTCR

-

Monsieur 1'Ambassadeur, o “ass ©

Comme suite 3 mon cible du 24 février, je
voudrais vous informer que je compte arriver 2 Genéve ~
(Cointrin) & 17 heures 25 le vendredi 23 avril par
le vol SR 565 venant de Basle.

En attendant le plaisir de vous revoir, je

vous prie d'agréer, Monsieur 1'Ambassadeur, l'assu-

rance de ma haute considérationsd <& tw— ¥ '

L~;; ChApoman = Cecmi! e d} -

P.-F. Schweitzer

Monsieur 1'Ambassadeur Paul Jolles
Directeur, Division du Commerce
Department de 1'Economie Publique
Berne, Suisse
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M PIERRE=~PAUL SCHWEITZER DIRECTEUR“GENERAL FONDS
MONETAIRE INTERNATIONAL 19TH AND H STREET N.W
~. WASHINGTON/DC ‘

LORS DE NOTRE DERNIERE RENCONTRE A:$ITCHtEY NOUS AVIONS ENVISAGE

DE NOUS REUNIR A NOUVEAU DES QU UN ASPECT PARTICULIER DES POLITIQUES
DE DEVELOPPEMENT NOUS PARAITERAIT MERITER UN ECHANGE DE VUES

APPROF INDI DANS CET ESPRIT T

1709 L St. N.W. Washington 0.C. Phone 77°9-6200

PO1049 M PIERRE-PAUL PO1049 2/50

=

eJ

7

)

‘o SUGI

'Qﬂf SUYONCITURWIWDT) DIICAR | 1]

Uy "0 voIBUIYSEM M N IS T 6041



Y N.W. Washington D.C. Phane 296-6200

17091
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ATT World Comimun. ations In:

D ENTENTE AVEC L AMBASSADEUR ED MARTIN
PRES IDENT DU COMITE D AIDE AU DEVELOPPEMENT J Al LE PLAISIR DE -
VOUS INVITER AU NOM DU CONSEIL FEDERAL SUISSE A PARTICIPER-A

UNE NOUVELLE. RENCONTRE QUI SERA CONSACREE AUX PROBLEMES DU SOUS-
EMPLOI DANS LES ANNEES 70 UNE COURTE DISCUSSION DES PROBLEMES OE L

coL 70 | | ' 5

PO1049 M PIERRE~PAUL 3/50

ENVIRONNEMENT AVEC MAURICE STRONG EST AUSS

PREVUE "

APRES UNE SERIE DE CONSULTATIONS PRELIMINAIRES IL M EST APPARY
QUE LA DATE LA PLUS FAVORABLE SERAIT LE WEEKEND DU 24/25 AVRIL
LE LIEU DE CETTE REUNION SERAIT L HOTEL BEAURIVAGE A OUCHY
LAUSANNE LA RENCONTRE QUI DEBUTERAIT LE 24 AVRIL A 11

coL 24/25 24 11

PO1049 M PIERRE=PAUL 4/50
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1708 4.8t N.W. Washington 0.C. Rhone 296-6200

W Washington 0 ™ Phone 296-6200

¥

HEURES E PROLONGERAIT JUSQU AU LENDEMAIN 17 HEURES IL EST CEPENDANT"
. PREVU QUE VOUS SERIEZ PRIS EN CHARGE PAR NOS SOINS DES VOTRE ARRIVEE

A GENEVE/COINTR&N L AF’RESMIDI U 23 ET CE QUSQU A VOTR DEPART

LE 26 AU MATIN
JE VOUS SERAIS RECONNAISSANT DE B|EN VOULOIR ME FAIRE CONNAT!RE

coL 17 23 26

PO1049 M PIERRE=PAUL 5/50

VOTRE REPONSE DANS LES MEILLEURS DELAIS AFIN QUE JE PUISSE
CONCLURE TOUS LES ARRANGEMENTS NECESSAIRES ET VOUS FAIRE PARVENIR
ASSEZ TOT DES PRECISIONS SUR LR PGROGRAMME DE SEJOUR AINSI QU

UNE DOCUMENTATION DE BASE EN GE QUI CONCERNE CE DERNIER POINT

L VA DE SOl QUE JE SERAIS h

HEUREUX DE

U] S

0029-96Z 3104d "7°q voIButysep "M N 1S 16011

39 PIE 417



1709 1 St. I

cations ine.

}_’

Gr

Jd Comimiyn

)

iTT W

'.C. Phone 236-620( )

PO1049 M PIERRE=~PAUL 6/50

TRANSMETTRE AUX PARTICIPANTS TOUTE NOTE OU ETUDE SUR

LE SUJET RETENU QUE VOUS POURRIEZ ME FAIRE PARVENIR L AMBASSADEUR
MART]N DISTRIBUERA D‘AUTRES MATERTAUX DE TRAVAIL INCLUANT UNE .-
NOTE DE SIR WILFRED JENKS DU BIT QUI SERA AUSSI| PRESENT

JE SUIS CERTAIN QUE FE ENTRETIENS SERONT L OCCASION D
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1708 L St N. W. Washington

M PIERRE=PAUL SCHWEITZER DIRECTUR GENERAL FONDS MONETAIRE
INTERNATIONAL 19TH AND H STREET NoW
" WASHINGTON/DC

UN ECHANGE DE VUES FORT UTILE ET JE SUIS CONVAINCU QUE VOTRE PAR=
TICIPATION A CETTE CONFERENCE CONTRIBUERA GRANDEMENT A SA REUéSiTE
J ESPERE AVOIR LE PLAISIR DE VOUS REVOIR A CETTE OCCASION

PAUL RODOLF JOLLES AMBASSADEUR DIRECTEUR DE LA DIVISION DU
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Orig: MD

SEC-59, 709 ce: DMD
Translated by B. Inwood Mr. Polak
Reviewed by J. Merry Mr. Sturc
- 145029 . Mr. Whittome
Mr. G, Williams
Mr. Salle

Bern 348 22 1350
Mr. Pierre-Paul Schweitzer Managing Director International

Monetary Fund 19th and H Streets, N.W. Washington/DC

When we saw each other in Ditchley we had tentatively planned
on meeting again whenever we felt that some particular aspect of
development policies warranted more far-reaching discussions,
within this spirit of understanding, with Ambassador Ed Martin,
Chairman of the Development Assistance Committee, &n behalf of
the Swiss Federal Council I am pleased to invite you to participate
in another meeting which will center on the problems of under-
employment in the seventies. A short discussion of envirommental
problems with Maurice Strong is also planned. After several
preliminary enquiries I concluded that the most favorable date
would be the weekend of April 24/25. This meeting would be held
at the Hotel Beaurivage in Quchy lLausanne. It would begin at
11 a.m. on April 24, and last through 5 p.m. the next day. However,
it has been-provided that your expenses would be for our account as
of your arrival in Geneva/Cointrin on the afternoon of the 23rd,
through your departure the morning of the 26th.-

Please let me know your answer as soon as possible so that I
may make all necessary arrangements, and send you in good time
details on the weekend's program as well as background papers for
the last item.

I shall naturally be happy to forward to the participants any
memorandum or study that you can send me onitthe subject to be
discussed. Ambassador Martin will distribute other working
materials, including a paper by Sir Wilfred Jenks of the International
Labour Office, who will also be attending. I am sure these discussions
will provide the opportunity for a most useful exchange of views, and
I am convinced that your participation in this conference will be
greatly instrumental in its success.

I hope to have the pleasure of seeing you again on this occasion.

Paul Rodolf Jolles Ambassador Director of the Commerce Division

Department of Public Economy Bern

Received in Cable Room

February 22, 1971



7 (26 - 27 April) -

.53rd 59531on of the Adm1q1strat:ve Commlttee on Goordlna tion (AuC);<‘

‘;u Heetl_gs of Punctional Groups end. the ACC Prenaratory Commlttee

3 05 pm
5.30. pm

o ble)

”wa oo pm

f;“Mor ng

?:a 15 amffi

ﬁ‘3 00 pm»a‘

- 6.15 pm

~ (27 - 28 Aprll) ,

- Progremme of meetings and associated events -

 Monday 26 Agr117f RO

(if possi-

. I ’

_-du Palais fédéral

. Coach service (ACC members) - depart from Place du ;- o
.. Palais fédéral : , A » o

V'Prlvate session of the AGC

w:;Lunch given by the Dlrector-General of the Tnterna—"':'
.tional Bureau in the Bureau receptlon room (Tth floor)q«

:ECoach service (AGG Secretarlat) o depart from Place :{;Flffe;fw
~ o du Palals fédéral ‘ : R

= First ordlnary session of the ACC .

" Pilming for Swiss Television news — -

"Political Department

( Coach service (ACC members) - depart from IB
( Coach service (ACC Secretariat) - dpeart from. 1B -

':; Dinner given by the Swiss Federal authorities for the
»z‘Heads of delegations (dresa' lounge sulta) o
'g‘Hotel_Bellevue-?alacen,

Coach service- (ACC Secretarlat) - depart from Place ?*{f??tl

.. Coach service (ACC Secretarlat) - depart from Inrerna—ji}wf{j’m
« -tional Bureau : : . » '

Courtesy call by the Secretary~Ceneral on the Preu1dent
of the Swiss Confederation and the Head of tne Federal

Closure of first ordlnary session of the ACC ", .




Puesday 27 April -

-VIACoach service (ACC Secretariat) - depart from IB: .flffff"‘ilu
"Afternoon 1fff.‘
2,30 pmo

giéfternoon5fpf$

$2.30 pm -

- Second ordlnary se381on of tne ACC

.. Closure of session -

'7 Coach service (ACC members) - depart fron Place du :
B Palais fédéral ' iy :

- tion"

§Coach serv1ce (ACC members) = depart” from IB o
» Coach service (ACQ»Secretarlat)_f”departwfrom IB_S

. from Place du Palais federal

f Closure of meetlng

Coach service (ACC Secretarlat) - depart from Place ffgf:"f'
du Palais fédéral : »

" Coach service (ACC members) - depart lrom Place du
Palais fedéral ' . ‘ .

§Coach service (ACC members)»- depart from IB

Coach Service (ACC Secretarlat) - depart from Place
du Palais fedéral -

- Meeting of ACC Functlonal Group on the "Greep Revolu—lt;_ff‘*"'

Closure of 53rd session of the ACC x:

~

2 Coach service (ACC Secretarlat) - depart from Place T i'g:f

du Palais fédéral

- Coach service (Preparatory Commlttee Hembers) - departf&_ifz;i

. Meeting of ACC Preparatory C mmlttee
~ Closure of meetlngs '

‘(Coach service (ACC Secretarlat) - depart from IB o
Coach service. (Preparatory bomm;ttee members) - depart"‘
from IB . . :

Coach service (ACC Secretarlat) - depart from Place duﬁu??:
Palals fédéral - . L . RIT

* Coach service (Preparatorw Commlttee members) - departf;f}
. from Place ‘du Palais féderal , .

Meetlng ‘of ACC Preparatory Commlttee a“iﬁ”yb

Coach serv1ce - depart from IB (Hembers and Secretarlat)



1. Sir Wildied Jeriks has Qﬂfeed to - dlerlpute around
ﬁp“17 1 a- Drlpfznote”on his present view of the problem in
the light ‘of the . progiress made on Lhe ILO worlq Hmplo;men
3~o¢ram9.1 1cheu ﬁbout tmo year - oc-;

TU ‘most Lhorough' iob création. program aeveloped

fgaacc is that for Colomblq, pUbllahOQ last ye It was prepared

S byoan ILOmsnonsomed m1u51on, headed Dy Dudley Seers, Director
of the University Sussex.-Institute: oF Development. The
freao-t isfth01ougn combweheﬂ51vc and bold, but iv is a book
“of w7 pages. 'wowcver:* Seerg has published a short synthesis
of the ‘ecommendationu in‘the Oc*ooer 16970 -igsve of <he:

© Intermational Labour ‘leview enticled. "Neéw j\pproacheu Suggested’
by ctne Colombia “noloymeuu Piogram“v, T assume this is available
©to vou if wou ar e interested in it.- : *

s . 'IasL ubnt mbeﬂ‘the Unit ed klngdom Oversecas Lev*lopment
- hdnministeotion and Cambridge University sponsored a Seminar
ont mployment winich autractea someve ceilon* paners and a most
. dis tln,ulunﬂd list of experts. - I enclose a copyv of the paper
~on "International Policies and Taeir iEffect on imployment®,
, done‘by Dr. Hans Singer, also of the University of Sussex and
"widely known for his work in the ficld. To point up some of
. the key issues raised by the experts, I also enclose a some-
_times critical summary - of zhc paners and commencary on <©hose . i
\iccba es by La"l K. Eicher Mlchlﬂﬂn State University. o

QQ,vlne *LllGSb factual’ ana]r ig of employmcnt and under—

¥ ent in the LDCts available is contained in “The HWOloymeﬂc
olenm in Less Developed Countries™ by David Turnham.oi the

e “VGlODﬂLﬂL Centre. A copy is beln5 Tsent O VouL It is
diraft but the Tfinal VC““lOP, due out in a.couple of months,
i1

3oy

e}
5
},_l
l—*—‘ o
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ji]
p-—l

.,

1 reflect primariiy: stylisgtic improvements.. It does the
L' one can lehvuh scanty reliable information available,

o‘"“ ) Q*'do' -
)
Uf“‘

f5;~ The Development Centre is also just completing a study
-0 the . employment situetion in Ceylon, about to be the subject
- of a second ILO action misdon under Dudley Seers. The enclosed brief
summary of its'conclusions brings out especlally how dangerous
it .is to generalize too Ireely awvout the causes and cures of
z;lnaqequate Qmploymont oppo Lhﬂlblesn
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.+ 6. Rowert. d'As Shaw has. done an- “"ccllcnt~job of pulling

together what.1little we now - -know on %Jobs and Agricultural

‘Uevclopm =nt™ in a pauUhTe*'p“eparcd'¢or the Overseas Development

Counciln- They, wlll be ;vcndlnb you a cogy ‘of 1L, :

* r;' e - : . X N .

; ‘7_7 A useLul uhougn somewhat mlocelluneoug, “OLDd'Uﬁ or

o factyg and policy suﬂgosulono is contained in Section D of the’

. G870 “Administrators Review of Dcvolopncn er*O“mance“ puull°n°c

'bY‘TSAID -ﬁ.COOV is enclosed o ol

T kkIn‘bJP 1”70 DA Chulrmqnf 51 “poru'ls a cnapucr on
'“ﬂjloJMLHC$ It ANEIEs a- oPicl Treview, 0f the ey facts on
nqempiov 1went and under-employament,; drawn lax ﬁely Irom the.
Turnham Study. : There . is.also a very. gequral look at some of
the lincs along which -it‘has been suggested progress might he.
soubhu,w_I ASSUMG . Chlu.“u:O;U‘lu also available to you. :
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