UNITED NATIONS

ECONOMIC
AND o
SOCIAL COUNCIL

GENERAL

E/CN.12/AC.12/21
10 June 1951

ORIGINAL: ENGLISH

ECONOMIC COMMISSION FOR LATIN AMERICA
Ad Hoc Committee on Economic Developnent
Fourth session

Mexico, D. F,

Item 5 of the Agenda

FINANCING OF ECONOMIC DEVELOPMENT

Draft Resolution approved by the Ad Moc Committee
on Economic Development

THE ECONOMIC COMMISSION FOR'LATIN AMERICA,

CONSIDERING that an increased rate of capital formation in
Latin America is imperative in order progressively to extend the
use‘of modern productive techniques and tb raise the standard of
livingg . | |

CONSIDERIIG that the achievencent of a satisfactory rate of
econcmic develcpment requires largé amourits of capital which can
be raised only by means‘of a sustained and intégrated napional
effort combined with adequate and timely cooraration on fhe part -
of industrialized countries and of international organizations
established for that purpose;

CONSIDERING that, despite the very low consumption of the
mass. of: the population, it is advisable to exazmine the possibility
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of increasiug; directly or'indirectly, aaviuéa derived from higher
income groups particularly at the a%penséiof'the cousumption of
luxury goods, -especially as productivity aud real incomehfhéﬁease?

CONSIDERING that, in addition to the measures taken to increase
savings, other steps should be taken to i*ect ‘them toward more
productive and more socially useful 1nvestments contrlbutlno to
economic development;

CONSIDLERING the deq1rab111tv of 1nc"ea51nﬁ the 1nflow of foreign
capital for the purpose ol uClg;deJLlL; uomestlc capltal formationg

CONSIDIRING that e: 1st1rg 1nt rnatlonal publlc investment
facilities end the pctential sources of prlvate funds in the developed
countries can be used more extensively by public and prlvate entltles
to accelerate. gevel pmeut 1n-underdeve“oped countrlessnz ;

uONuaDER_NG <hat bovernments shou‘d use approprlate means to'
increase the 1ow of erV"te foreign capltal to the countrles of Latin
America, and that in many cases 59901al measures appear to be requlred
at present to LvhlpV 1s obgec»

CONSIDLRLNG that the Latln Amerlcan countrles regard as’ one of
the most eflectlve 1ncent1ves to the adequate expan51on of “the" 1Iow of
prlvata capltaW uowards Latwn Ame 1ca the suppre551on of ‘double
taxation in £ cn a way that 1ncomv is tafed only 1n the country in
which it is earned “and | |

CONSIDE&ING that some other countries beliéva tax oredits for
taxes pald To forelgr oountrles, coupled wlth a programme of bilateral

tax agreements, to be a flexible and Qprct;Vc Neapon for suppf9351ng
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international double taxation and removing taiX deterrents to the free
flov of investment, while preserving the equity of ‘the separate tax
systeus,

‘1. HNOTES with interest the.report on 'ieasures for the-icenomic
Development of Under-developed Countries", prepared by the group of"
experts appointed by the Secretary General at the reguest of the
Economic -and Social lJouncil under its resolution 290 (XI);.

. 2. RECOMENDS that the Executive Secretary should give due -
attention in his annual reports to the problems of financing economic
development -

With respect to the domegtic financing of economic development:’

© 3. REJUESTS the &xecutive Secretary, bearing in mind the studies
already coupleted by the United Wations and especially- the recent
report of the group of experts referred to in-paragraph 1, above, and
on the basis of the experience and practices of Latin American
countries; to sugsest the most appropriate mesns:
(a) to increase the rate of domestic capital Tormation by
providing appropriate facilities and incentives for the
promotion of savings and
(b) +to direct such sévings into private and public investments
. vhich help to dncrease production and productivity and to reducé
" the vulnerability of Latin American countries to external
~3 fluctuations;
Y, TLKES JOTE OF, AND APPROVES the Executive Secretary's.
proposal to supplement his report on "Some Theoretical and Practical
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Problems of Economic‘Growth”, submitted to this session, with a study
of the process of savings and investment and with an analysis of
inflation as it,relatee‘to economic development

5e HEQUESTS-the Ekecutive.Secretafyfalso to study end report on -
the monetary, banklng, Cledlt and llscal policies best adapted to :the
economic development needs of Latln American countrles

6. RLOUL&TS the nxecutlve Secletary to subuit a report on the,
organlzatlon and structure of the capital merkets in Latin America,
with spe01al reference to the cost of financing

7. HOTES vithvsatisfaotion the offer made by the International
Honetanv fund at thejpmesent‘session to cooperate with the Secretariat -
of ECLA in an analysis of monetary and exchange problems relating to
economic development, gnd Suggests that ‘the Zxecutive. Secrebta: °y should |
prepare th ne above mentloned studles jointly with “the’ Fund : -and
recommends also that the cooperatlon of the Internatlonal Bank for -
neconstructlon and Developnent and of othef specialized agen01es of
the United Natlons should be lequested in matters conoern1n~ .them:

8. ﬁnAEglnMS its resolutlon on domestic capital markets adopted
on 19 July 1950 (E/CN.12/197); B

O ﬁEJOH@ENDSAtouthe governments'of'Latin'American countries
that they should adopt general policies for increasing and directing
investment, both public and private, towards purposes consistent:with
economic development, eueh policies.to:inolude pfincipies:applying to
currency, credit and taxation asbectSS"“'

lO.‘FREq“E8TS the Executive Secretary to provide the necessary
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cooperation to governments vhich so request,'in the formulation of

these principles;,

With respect to the foreign fiﬁaﬁcigg of écohoﬁie,&évélopment:

11, NOTES with satisiaction ?hat some éountries have ‘announced
plans to provide greater assurance that profits earned on private
foreign investments may be_transfef;ed to the country of origin,
including guarantees of convertibility éxtended by cépital exporting
countries, and recommends that all countries should accelerate further
consideration of such plans, adopting such measures as may be
appropriates

12, JBECOLLNDS to the Lconomic and Social Council that it should
consider the adoptlon of reéolutions for the purpose of establishing
certain formulae for the abolition of international double taxation,
such formulae to pay special attention to creating fiscal incentives
to the investment of private foreizgn céﬁi%al in the under-developed
countries;

13, ABJUSSTS the Executive Secretary, if necessary in
collaboration with the appropriate or ggns of the United Nations, to
prepare a report on the influence that the fiscal systems of capital
exporting countries may have on the decisions of private investors in
those countries to make foreign investments:

1k, RE:UESTS the spec;alized agencies entrusted vith granting
of credits for economic development to take note of the expanding
demands placed upon under-developed countries by their ecénomic
development programaes, and to attempt continually to ensure that the
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justifiable requesté of the under-develcoped countries are met;

15. NOTES the measures beingz taken by developed countries to
assure the. conéiﬁﬁed;évaiiability of sufflcient prllu Lunds for
finanecing approprlate develonment JfOJeCtS in under-developed areas

16, RECOILEWDS that all countries give. continuous attentlon to
the problemvof availability of public funds for intefnational
investment with the.objective of ensﬁring that such funds are:always
adeguate for soundly conceived projects suitable for public

international financing.
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