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d Practical View of the German Export Situation 
Interview with the Deputy Director of the VDMA, Verefn deutscher Maschinenbau- 
dnstalten e. V., (Association of German Machine-Building Establishments) Rolf 
Audouard, Frankfurt~Main 

INTERECONOMICS: Mr. Au- 
douard, in 1965 Germany 's  foreign 
t rade si tuation has deve loped  for 
the first t ime along l ines which 
could not have  been ant ic ipated a 
few years  ago, Last year,  from 
January  to September,  imports 
showed a rate of increase  of 22 % 
compared with a rate of 12,6% the 
year  before. On the o ther  hand, 
the expor t  growth  rate  was a mere  
10.2~ in 1965, compared  with 
11.3 ~ the previous year .  This re- 
suited in a t rading deficit  for the 
first three quar ters  of 1965 of DM 
432 million, as opposed to a credit  
balance of DM 685 million during 
the same period of 1964. During 
the cor responding  per iod of 1963 
there was actually a surplus of 
about DM 1,300 million. This figure 
led to discussion of a turning point 
in the Wes t  German expor t  trade. 
In this connection,  Mr.  Schulz 
(Head of the Foreign Trade Com- 
mission of the VDMA) in a recent  
press conference,  gave a warning 
about an ever-opt imis t ic  v iew of 
the export  situation. This remark 
was genera l ly  accepted as a warn- 
ing. What  is your opinion of the 
situation? 

AUDOUARD: You said that  the 
present  si tuation could not have 
been  foreseen some years  ago. 
I must d isagree  wi th  you here, 
since the present  posi t ion was  ex- 

act ly  predic ted  by  those who do 
realist ic and concre te  work in this 
sphere,  not  just  in theory,  s truc-  
ture, etc. It had repea ted ly  been  
said that, sooner  or later, the time 
must come when this type  of sur- 
plus t rade  balance  wouId disap- 
p e a r - s i m p l y  because  the pr ice  
s i tuat ion had changed in recent  
years .  Fo~ example,  the present  
level  of wages  means  we are in a 
posi t ion where  we are at a definite 
d i sadvantage ,  vis-a-vis  our chief 
foreign competi tors .  The fact is 
that, speaking internat ional ly,  we 
have  the highest  wages,  and have  
e l even  public hol idays a year,  
compared with the five or six of 
our foreign competi tors .  There  is 
no quest ion but that  these factors 
all have  a v e r y  grea t  bearing on 
the subject  and that we  foresaw 
their effects. 

INTERECONOMICS: Mr: Au- 
douard, you referred to the devel-  
opment  of the price situation. Be- 
tween  January  and September  last 
year  the price index for exports  
of machinery rose from 120.1 to 
121.6. In o ther  respects  the in- 
c rease  was  smaller:  and in 
steel  construct ion the price index 
even  dropped from 110.3 to 109.8; 
the electr ical  industry  only had an 
increase  of from t06.4 to 107.9; in 
the precis ion tool and optical in- 
dustr ies  the increase was from 
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116.9 to 118.2; in the texti le  indus- 
try from 100.1 to 100.5. You must 
admit that  these price increases  
are so minimal that  it is inexpli-  
cable tha t  the deter iora t ion of the 
German expor t  si tuation can be 
due to the price factor. 

AUDOUARD: In fact, we should 
not be talking about price in- 
creases but about  cost increases .  
Indeed, pr ices  obtained are only  
marginal ly  higher  in other  mar- 
kets  of the world.  But this does 
not mean that there has not also 
been  a considerable  rise in costs, 
even more than in prices. Profit 
margins must  have  diminished con- 
s iderably  in the process,  which 
explains the decl ining interest  in 
certain expor t  business.  

INTERECONOMICS: Perhaps 
we  should give a few more de- 
tailed figures about costs. The 
wage  i n c r e a s e s - - t h e  most  impor- 
tant aspect, of these  cos t s - - ro se  by 
8~ in the German Federal  Re- 
public last year,  compared with 
only 5 ~ in England. On this fig- 
ure, Germany 's  si tuation should in- 
deed be worse  than England's.  But 
increased wage costs should not 
be cons idered  in isolation. If we  
take product iv i ty  figures as well 
we get quite a different picture.  
In England there was a product iv-  
i ty increase of only  I - 2 % ;  but in 
Germany product iv i ty  increased by 
from 5-6 ~ In the light of these 
figures, it might perhaps  be said 
that  Germany is in a be t te r  posi- 
tion than other  countries b e -  
c a u s  e of its increased produc- 
tivity. 

AUDOUARD: These  figures cer- 

tainly show considerable  var ia t ions  
in different branches of industry.  
Overall  figures such as these can 
be dangerous in consider ing pro- 
ductivi ty increases,  especial ly  in 
the capital goods industry.  It must 
not be forgotten that  because econ- 
omies of labour have  been achiev- 
ed by the use of up-to-date ma- 
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c h i n e r y i n  the c o n s u m e r  g o o d s  
industry ,  this  labour  will t r ans fe r  
to the  c a p i t a l  g o o d s  side. 
And  the capital  goods  manufac tu r -  
ed under  these  h igh  w a g e  cost  
condit ions are main ly  for the ben-  
efit of cus tomers  in the capi tal  
goods  industr ies .  They - - i . e .  the  
manufac tu re r s  of consumer  goods 
- - a r e  ac tua l ly  the  ones who ben-  
efit from these  effects of ra t ional-  
isation. 

l NTERECO NOMICS : To rever t  
to the cost s i tua t ion  and m a k e  an 
in te rna t iona l  compar ison,  it could 
be said that  in 1965 the USA and 
I ta ly  were  be t te r  placed than,  for 
instance,  the  Federa l  Republic.  In 
spite of this, Amer i can  expor t  
pr ices  have  r isen more  than  ours. 
How can this  paradox  be  ex- 
plained? 

AUDOUARD: I will t ry  to ex- 
plain it a l though,  of course,  I am 
not  qualif ied to g ive  in format ion  
on Amer ican  plants .  But if a n y o n e  
has  succeeded,  by  w h a t e v e r  meth-  
ods, in ob ta in ing  h igher  prices,  
t hen  they  m u s t  have  been "lucky".  
There  is a whole  ser ies  of p roduc t s  
wh e re  price condi t ions  f avour  the  
USA because  of thei r  e n o r m o u s  
i nves tmen t  at an earl ier  date.  W e  
mu s t  get  a w a y  from the  idea tha t  
ev e ry th in g  which comes  out  of the  
USA is expens ive .  On the  con- 
t rary:  in m a s s - p r o d u c t i o n - - a n d  by  
all means  this  inc ludes  the  ma-  
chinery  b r a n c h - - t h e r e  are sec tors  
in which the  USA, because  of the i r  
mass -produc t ion ,  can  offer v e r y  
cons ide rab ly  lower  prices.  As  to 
Italy, I m u s t  admit  tha t  I am not  
qui te  cer ta in  about  cost s t ruc tu re  
and export  pr ices  there,  and  you  
will also k n o w tha t  cer ta in  dis- 
cuss ions  are  t ak ing  place  n o w  in 
the European Law-Cour t  on sup-  
port  m e a s u r e s  for I ta l ian expor t s  
which run co n t r a ry  to the  provi-  
s ions  of the T rea ty  of Rome. In 
an y  case it m u s t  be noted  in I ta ly  
that  m a n y  b u s i n e s s e s  are s ta te-  
owned,  which means tha t  one can- 
not  be sure  about  their  format ion  
of pr ices and w h e t h e r  this is based  
on sound  economic  pr inciples .  

INTERECONOMICS: This 
b r ings  me to the  nex t  ques t ion ,  
Mr. Audouard .  W h a t  is the  posi- 
t ion on suppor t  or p romot ion  of 
expor ts  in the  C o m m o n  Marke t  
count r ies  or in coun t r i e s  compe t ing  
in the  in te rna t iona l  marke t?  Are  
German  expor t s  in a bad posi t ion 
here?  

AUDOUARD: Yes, cer ta in ly ,  be- 
cause  we  are  a lw a ys  hol ier  than  
the Pope, A n d  w h e n  you  read  
th rough  the r e l evan t  ar t ic les  of the  
T rea ty  of Rome, w h e n  you  take  
the bas ic  OECD ag reemen t s ,  and  
when  you  take  all the  v e r y  com- 
p r e h e n s i v e  GATT rules,  the re  are  
cer ta in  th ings  which confo rm to 
all these  rules  and o thers  which, 
to s a y  the least ,  are  uncer ta in .  
The Federa l  Republ ic  has  t aken  
pains  to follow these  t h ings  t h rough  
to the i r  v e r y  end, w h e r e a s  in o ther  
EEC c o u n t r i e s - - w i t h  the  excep t ion  
pe rhaps  of Belg ium and the  Ne the r -  
l a n d s - - t h e r e  are  cer ta in  th ings  
which are doubtful ,  at leas t  as 
regards  all t hese  ag reemen t s .  

INTERECONOMICS: Mr. Au-  
douard,  in our  ins t i tu te  we  are  
mak ing  a v e r y  t h o r o u g h  inves t iga -  
tion of this par t i cu la r  ques t ion  of 
expor t  p romot ion  in va r i ous  in- 
dus t r ia l  countr ies .  A n d  a l though  
the inves t iga t ion  is no t  ye t  com- 
pleted, our  first  conc lus ion  is that. 
in e v e r y  c o u n t r y  w h e r e  this  ques-  
tion of expor t  p romot ion  crops 
up, people say :  "Oh! well, the  
others  . . .  T h e y  a re  much  be t te r  
placed. W e  I tal ians,  w e  Japa-  
nese,  w e English,  a re  a l w a y s  in 
a much worse  posi t ion,  compared  
with the  French, the  Germans ,  the  
Amer icans ,  or whoeve r .  W e mus t  
have  more  support ."  Tha t  is one 
th ing  we h a v e  found,  so we are 
not  su rp r i sed  to he a r  y o u  say:  
" W e  Germa ns  are in a worse  
posi t ion than  the  o thers . "  Our  sec- 
ond f inding is tha t  it is v e r y  hard  
to compare  m e a s u r e s  to e nc ou ra ge  
expor ts  in different  countr ies ,  at 
least  on a quan t i t a t i ve  basis.  For 
example  c o u n t r y  A will s tar t  an 
export-credi t  g u a r a n t e e  w h i c h - -  
q u a n t i t y - w i s e - - l o o k s  much  be t te r  
than  in C o u n t r y  B. But if one looks 
a little closer, this  expor t -c redi t  
guaran tee ,  which looks  so good 
quan t i ty -wise  and  on paper ,  is can- 
celIed out  by a pa r t i cu la r ly  long 
in terval  before  p a y m e n t s  begin,  
i.e. the period which e lapses  be- 
tween  the e ve n t  i n su red  aga ins t  
and p a y m e n t  of the compensa t ion .  
In tervals  such as these  br ing com- 
panies  in l iquidi ty  diff icult ies to 
the br ink of ruin.  W h a t  we m e a n  
to say  is tha t  the  a r g u m e n t  "W e  
Germans  are worse  off than  o thers  
as regards  expor t  promot ion"  
should  be used  with care,  and tha t  
such unequ ivoca l  c o m m e n t s  as are 
made  not  only by you  but  by your  
co l leagues  in o ther  EEC or OECD 

count r ies  do not a lw a ys  ha ve  s u m  
a clear  basis .  

AUDOUARD: Of course  every-  
one be l ieves  tha t  o ther  countr ies  
are H e a v e n  and  his own Hell. 
I should  like to g ive  you  a specif ic 
e xa mp le  show ing  the  defini te  ad- 
v a n t a g e  French i n d u s t r y  has  over  
ours:  our  s y s t e m  al lows tax re- 
funds  on exports .  These  reba tes  
are  equ iva l en t  to r e p a y m e n t  of the  
accumula t ions  of t u r n o v e r  tax on 
a p roduc t  before it is expor ted .  
W h e n  it is exported,  a n  es t ima ted  
a moun t  of 3 , 5 %  is set  as ide  on 
the  a s s u m p t i o n  tha t  this es t imate  
in fact  co r responds  to the  amoun t  
due for a c c u m u l a t e d  t u r n o v e r  tax. 
Doubt less  there  are  p roduc t s  w he re  
the e s t ima ted  a m o u n t  qui te  acci- 
den ta l ly  co r re sponds  to the  a m o u n t  
due, but  we h a v e  def in i te ly  estab-  
l i shed the re  are m a n y  p r o d u c t s - -  
inc luding  m a n y  in our  own field of 
mechanica l  e n g i n e e r i n g - - w h i c h  cer- 
t a in ly  bear  a h i g h e r  ra te  of 
t u rnove r  tax. French products ,  on 
the  o ther  hand,  h a v e  a defini te  
advan tage ,  for, t ha nks  to the  sys -  
tem in force there,  w he n  expor ts  
leave  the  count ry ,  t he y  are not  
sub jec t  to a ny  t u rnove r  tax.  

INTERECONOMICS: Mr. Au- 
douard,  let, us t u rn  to the  me a s -  
u res  t aken  to p romote  exports ,  b y  
use  of a c rash  p r o g r a m m e  to help 
indus t ry  improve  its expor t  posi- 
tion. "What m e a s u r e s  shou ld  the  
Federa l  Republ ic  take to s t r e n g t h e n  
the compet i t ive  posi t ion of Ger- 
ma n  i ndus t ry  on the in te rna t iona l  
marke t?  

AUDOUARD: It is imposs ib le  to 
g ive  a brief a n s w e r  here,  for the 
s imple r ea son  tha t  the s t ruc tu re  
var ies  too wide ly  from one sec tor  
of i ndus t ry  to another .  

INTERECONOMIfiS: Could we 
then  pe rhaps  take  as an e xa mple  
your  s e c t o r - - m e c h a n i c a l  eng ineer -  
ing? 

AUDOUARD: All of us here  know  
the s i tua t ion  which has  a r i sen  due  
to res t r ic t ions  upon  the capital  
market .  It is a fact tha t  those  
res t r ic t ions  h a v e  de l ibe ra te ly  caus-  
ed an inc rease  in the  cost  of fi- 
nancing.  In mechan ica l  e ng ine e r i ng  
costs  are of dec i s ive  impor tance ,  
not  only  in manufac tu r ing ,  for in- 
ves tment ,  etc. but  also in the  ac- 
tual  runn ing  of the  bus iness .  A nd  
if you  th ink tha t  ove r  the las t  two 
y e a r s - - I  am now  de l ibe ra te ly  not  
e x a g g e r a t i n g - - t h e  cost  of f inanc ing  
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has r isen a good 50o/o whils t  in 
France,  the Banque Na t i ona l e  de 
Commerce  Ex t f r i eu r  appl ies  a flat 
rate of 3~ for all r e f inanc ing  and 
in Britain in spite of the h igh  dis- 
count  ra te  of 5V~. % there  is a uni- 
form s y s t e m  for a I 1 long- te rm 
bus iness ,  y o u  will see wha t  differ- 
ence  a ra te  of 8 - 9 %  m a k e s  to the  
f inancing  costs  in the  G e r m a n  
economy.  The re  are big d i f fe rences  
i n d e e d - - a t  leas t  in bus ines s  with 
fixed assets .  

tNTERECONOMtCS: W h a t  can 
the  au thor i t i e s  do about  this? 

AUDOUARD: At the recen t  VDMA 
mee t ing  it was  repea ted  qui te  
c lear ly  tha t  we do not  wan t  sub- 
sidies,  and h av e  n e v e r  r eques t ed  
any,  but on ly  to be put  on an 
equal  footing. I should  like to ask 
you:  do y o u  cons ider  the es tab-  
l ished rate of in teres t  of 3~Vo on 
all long- te rm expor t  f inanc ing  con- 
s i s t en t ly  applied in France  to be 
a su b s id y  or not? For myself ,  I am 
of the  opinion that  it is a subs idy .  
It is there fore  obvious  tha t  we 
should  r eques t  a s ta te  in t e res t  sub- 
sidy. This is a ma t t e r  which will 
wan t  to be cons idered  v e r y  seri- 
ous ly  if we fall still fu r the r  be- 
hind, tak ing into account  all the  
c o n s e q u e n c e s  such an in te res t  sub- 
s idy  might  h a v e  for the  ent i re  
capi tal  and m o n e y  market .  But 
there  are o ther  methods ,  The re  is, 
for ins tance,  the B u n d e s b a n k ' s  so- 
cal led "Ceil ing B" f inanc ing  at the 
rate of 5V._,~ At  the s ame  t ime I 
should  like to m en t i on  the e n d e a r -  
ours  t o ,  in t roduce  the  so-cal led 
"Ceil ing C" u n d e r  expor t  credits.  
t do not  u n d e r s t a n d  the  reason  
w h y  "Ceil ing C" ha s  come to a 
standsti l l .  

I N T E R E C O N O M I C S  : You h a v e  
jus t  g iven  a v e r y  concre te  ex- 
ample of where  s o m e t h i n g  could 
be done. Earlier y o u  men t ioned  
tha t  the 3 0/, i n t e res t  r a tes  in 
France  should  be r ega rded  as a 
subs idy ,  and you  wou ld  n e v e r  a sk  
for such a subsidy.  But when  you  
talk about  compensa t ion ,  you  a r e 
dem an d in g  a subs idy .  

AUDOUARD: Well ,  I m u s t  ex- 
plain tha t  cal l ing the  B u n d e s b a n k ' s  
"Ceil ing B" a s u b s i d y  is like 
th rowing  the b aby  out  with the 
ba th -wa te r  or t ak ing  a pu re ly  ab- 
s t rac t  view. W e  m u s t  r emember  
the  origins of "Cei l ing  B": at one 
t ime it was  the point  of depar tu re  
for all f inancing.  The  economy  
has  made  good use  of it and is 

ce r ta in ly  thankful  that  this was 
done. As you know, "Ceil ing B" 
was  run  down because  of the w a y  
bus iness  wa s  tending.  T h i s - - i n  
par t i cu la r  the ba lance  of p a y m e n t s  
p o s i t i o n - - n o  longer  exists .  I will 
not  the re fo re  ask the  hypo the t i ca l  
ques t ion  w h e t h e r  "Ceil ing B" was  
a subs idy .  I a s s u m e  its last  p h a s e  
could be so descr ibed.  But it is 
n e v e r t h e l e s s  only  a smal l  conces-  
s ion towards  condi t ions  cu r r en t ly  
p reva i l ing  in the  USA, Great  Brit- 
ain, F rance  and  Italy, let a lone  
a r r a n g e m e n t s  cu r ren t  in the  Nether -  
lands and Belgium. 

I NTERECONOMtCS: Mr. Au-  
douard ,  you h a v e  m e n t i o n e d  in 
this  connec t ion  impor tan t  com- 
pet i tors  of G e r m a n y - - F r a n c e ,  Great  
Britain, Italy, USA. Recen t ly  there  
has  been  more  and more  talk of 
how these  count r ies  are  s t epp ing  
up thei r  expor t  dr ives .  Can it 
rea l ly  be a s s u m e d  tha t  the  expor t  
dr ives  of these  count r ies  will h a v e  
such ser ious  effects  on G e rma n  
indus t ry  and  pa r t i cu la r ly  upon  its 
expor t  capac i ty?  Should we per-  
haps  d i f ferent ia te  b e t w e e n  one 
coun t ry  and  ano ther?  How seri-  
ous ly  should  the  expor t  dr ive be 
taken? 

AUDOUARD: The  expor t  drive 

of ano the r  country, canno t  influ- 
ence compe t i t i ve  abi l i ty  provided  
there  are  no subs id ies  which, so to 
say, dis tor t  the  p ic ture  f rom the 
inside. But tha t  expor t  d r ives  in 
o ther  coun t r i e s  w o r r y  us v e r y  
much is v e r y  obvious indeed.  How- 
ever, I sha r e  your  opin ion  tha t  a 
cer ta in  amoun t  of d i f ferent ia t ion 
is necessa ry .  

We  all know  that  five yea r s  
ago the  A m e r i c a n s  were  not 
in the  leas t  expor t -minded  hu t  to- 
wards  the  end  of the  E i senhower  
admin is t ra t ion  these  ma t t e r s  had  
a l ready  begun  to c la im at tent ion.  
Then came the K e n n e d y  adminis-  
t rat ion and the whole  pic ture  
changed.  Take  for example  the 
total A m e r i c a n  aid c o m m i t m e n t s  
for de l iver ies  from the USA and 
va r ious  o ther  me a su re s .  Th ink  of 
the  Trade  Expans ion  Act,  a l though,  
of course,  the re  is a reciprocal  
e l ement  in this. This is not  s imply  
a s i tua t ion  which is conf ined to 
Amer ican  i ndus t ry  but  I do feel 
that the  psychologica l  mome n t  for 
mak ing  A m e r i c a n  i ndus t ry  export -  
minded was  a lmos t  more  impor tan t  
than the actual  m e a s u r e s  taken.  
You should  not  over look  the fact 
t h a t - - a l t h o u g h  it canno t  be expres-  

s e d  in ac tua l  n u m b e r s - - t h e  Amer -  
i cans  e n j o y  v e r y  real  p re fe rences  
all over  the W e s t e r n  Hemisphe re .  
In m y  view,  this is ano the r  rev iva l  
of the  Monroe  Doctrine.  A m e r i c a n  
ac t iv i t ies  in South  Amer ica  are  
e xc e p t i ona l l y  s t rong  and powerfu l  
and th is  was  cer ta in ly  not  the 
case five years ago. You have only 

to look at the statistics to see 

h o w active the Americans are. 

And take G r e a t  B r i t a i n ,  
The  English,  in m y  opinion, h a v e  
to face the  mos t  e no rmous  diffi- 
cult ies,  But thei r  expor t  effort is 
the  more  in tens ive ,  In M a y  las t  
ye a r  we had  a ta lk  with Brit ish 
indus t r i a l i s t s  in our  field, gent le-  
m e n  from the  Brit ish Federa t ion  
of Mechan ica l  Eng inee r ing  Indus-  
tries. Dur ing  this  d i scuss ion  we 
d i scove red  that  the  pe rcen t age  of 
Engl ish mechan ica l  eng inee r s  who 
do expor t  is much lower  than  over  
here .  Here  you  can  real ly  s a y  that  
e v e r y  o ther  firm in mechanica l  
e n g i n e e r i n g  expor ts ,  whi ls t  in Eng- 
land only  e v e r y  four th  or fifth 
firm does, a l t h o u g h  wha t  the  Eng- 
lish are now  doing  to bring smal l e r  
firms into the  expor t  marke t  is ab- 
so lu te ly  a s ton i sh ing .  The  dyna -  
mism of the  Engl ish  offers is rea l ly  
surpr i s ing .  W i th  our  na tu ra l  e n e r g y  
we h a v e  gone  into all those  mar-  
ke ts  which ear l ie r  we on ly  con- 
s idered  m a r g i n a l - - s o m e  marke t s  in 
the  s te r l ing  area,  e t c . , - - a nd  we 
mus t  admi t  that  th is  is no longer  
sufficient.  The Engl ish h a v e  sud-  
den ly  come to life in this  field. In 
Great  Britain expor t s  are the  th ing 
t o d a y - - w e  can see  this in e v e r y  
market .  A n d  w h e n  one s a ys  that  
the  USA rece ives  a cer ta in  in- 
tangib le  k ind  of p re fe ren t ia l  treat-  
men t  in South  and  Cent ra l  Amer-  
ica, this  ho lds  for Grea t  Britain in 
the  C o m m o n w e a l t h - - f o r  l a ngua ge  
r easons  and pa r t i cu la r ly  be c a use  
of t he  ba nk ing  sys tem,  but  also 
because  t h e y  h a v e  no exchange  
r isks as we  know  them. 

[NTERECONOMICS: W h a t  
about  the  third coun t ry  we are 
worr ied a b o u t - - F r a n c e ?  

AUDOUARD: W h i l s t  we  are talk- 
ing of p re fe rences ,  France  has  a 
huge  p re fe r ence  zone  in the l a rges t  
par t s  of Black Africa.  The  prefer-  
ential  t r ea tmen t  he r e  s t ems  not so 
much from the ac tua l  price levels  
or m e a s u r e s  t aken  for the promo- 
tion of e x p o r t s - - t h e s e  are accept-  
ed by French expor t e r s  as a na-  
tural  thing. The mos t  impor tan t  
factor there is the  problem of 
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sa les=-d is t r ibu t ion  in these  coun-  
t r i e s - a l s o  the  fact tha t  t hey  have  
people  eve rywhere .  In addit ion,  
m o r e o v e r - - a n d  this  should  be men-  
t ioned h e r e - - s o m e t h i n g  v e r y  posi- 
t ive has  been  born of this si tu-  
at ion and  from the ac t iv i t ies  of 
the French; namely ,  the  European  
bus ines s  on joint  account .  This is 
of cons iderab le  impor tance  and, 
wi thout  go ing  into details ,  it can 
be said there is s ca rce ly  large- 
scale  bus ines s  opera t ion  of im- 
po r t ance  today  whe re  efforts  a re  
not  be ing  made  to ca r ry  it t h rough  
as European  synd ica t e  operat ion.  
In v e r y  m a n y  cases  this  has  been 
successful .  

I NTERECONOMICS: Your com- 
men t s  on these  th ree  coun t r i e s  
s ho w that  the  expor t  d r ives  of the 
USA, Great  Britain and France  
h a v e  led to a new  s i tua t ion  for 
G e r m a n y ' s  exports .  Ge rman  ex- 
por te r s  are  feel ing the  inc reased  
compet i t ion  from rivals .  How do 
you  th ink  the  G e r m a n  expor ter  
can br ing  the  Ge rman  export  in- 
dus t ry  into l i n e - - b y  so-cal led 
"c rash  p r o g r a m m e "  m e a s u r e s  which 
can  be t a k e n  f rom s t anda rd  dev ices  
of a m a r k e t - e c o n o m y ?  

AUDOUARD: W h e n  you  talk of 
a "crash p r o g r a m m e "  you  rea l ly  
m ean  in tens i f ied  sa les  act iv i t ies  
which m u s t  be set  in mot ion  now. 
There  is no doubt  tha t  cer ta in  
r e s e rv e s  are ava i l ab le  here.  You 
kno w as  weI1 as I tha t  Ge rman  in- 
d u s t r y  has  a lway s  been  v e r y  force- 
ful in approaching  fore ign  marke ts .  
But you  will f ind in prac t ica l ly  
e v e r y  firm tha t  expor t s  tend to be 
concen t r a t ed  - -  a l t h o u g h  pe rhaps  
wi th  f l u c t u a t i o n s - - o n  a propor-  
t iona te ly  smalI  n u m b e r  of coun-  
tries. If y o u  will t ake  the t rouble  
to i nves t i ga t e  this  for yourse lves ,  
you  will find tha t  w h o l e  count r ies  
do from 35~ to 5 0 ~  of their  
total export  b u s i n e s s  wi th  five or 
s ix  marke t s .  This  is wel l -known.  
And  this  does  not  app ly  only  to 
ind iv idua l  count r ies  and  irzdustries, 
bu t  also to ind iv idua l  firms. It is 
qui te  u n d e r s t an dab l e ,  of course,  
tha t  wi th  the p r e s s u r e  on de l ive ry  
da tes  and the p r e s s u r e  of work  
n e c e s s a r y  to fulfil ex is t ing  con- 
t racts  and the  cu r r en t  labour  short-  
age, it is v e r y  difficult  to find new 
m a r k e t s  all t he  t ime  as well  as 
a t t end ing  to b u s i n e s s  in hand.  

INTERECONOMICS: Could you 
give  some  e x p l a n a t i o n  about  the 
Press  report  a few days ago head-  
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ed: "ENCOURAGEMENT OF MAR- 
KET RESEARCH ABROAD".  You 
spoke  of ope n ing  up ne w  areas.  
The Federal  M i n i s t r y  for Economic  
Affairs  w a n t s  s u g g e s t i o n s  and  
ideas  from i n d u s t r y  for the  1967 
budge t  and such research  will re- 
ce ive  f inancia l  suppor t  from the 
Government .  W e  k n o w  this  s y s t e m  
from France  a nd  the  USA. N ow  
s u g g e s t i o n s  are  w a n t e d  from us: 
which s y s t e m  w ou ld  be use fu l  for 
us  and  which cou ld  w e  adopt.  W h a t  
do you  th ink  of th i s  proposa l?  

AUDOUARD: If I am properly 
informed, the  French and  Amer -  
ican s y s t e m s  m e a n  tha t  ma rke t  
research  r i sks  are  g u a r a n t e e d  by  
the State. I t h ink  t he r e  is no ques-  
tion that th is  is a good  thing.  

INTERECONOMICS: So you  
consider this approach to be com- 
pletely positive? 

AUDOUARD- Yes, we have tried 
for this for many years and it was 
only about four or six weeks ago 
that  the  f irst  ta lks  took p lace  
with the  A r b e i t s g e m e i n s c h a f t  Ent- 
wicklungs!~inder (The S tudy  Group 
for Deve lop ing  Countr ies) .  

INTERECONOMICS: Tha t  is 
o n e p o s s i b i l i t y - - t o  e n c o u r a g e  mar -  
ke t  research which shou ld  lead to 
inc reased  o v e r s e a s  bus iness .  W h a t  
is the pos i t ion  wi th  regard  to mar-  
ket  research in G e r m a n  trade asso-  
ciat ions? W h a t  can  a t rade  asso-  
c ia t ion do before  such a marke t  
research s y s t e m  is set  up: b y  the 
Gove rnmen t?  

AUDOUARD: W e  h a v e  of course  
looked into this, and a t rade  asso-  
ciat ion can s u p p l y  the  bas is  for 
m a r k e t  research  and  . c a n  show  
firms how to set  abou t  it. A s  a 
s tar t  we can, for example ,  collate 
all the  s ta t i s t ics  for those  indus-  
trial  expor t ing  coun t r i e s  supp ly ing  
a cer ta in  marke t .  Then;  in individ-  
ual  cases,  we can  b reak  t he se  
down to c o m p a r a t i v e l y  smal l  i tems.  
W h a t  we canno t  do, however ,  is 
to u n d e r t a k e  our  own marke t  re- 
search b e c a u s e  we  would  h a v e  to 
make  the  r e su l t s  ava i lab le  to a 1 1 
firms and, in ce r ta in  ins tances ,  
this  migh t  h a r m  t h o s e firms 
that  are a l r e a d y  we l l -es tab l i shed  
in one m a r k e t  or another .  These  
compan ies  wou ld  na tu r a l l y  come 
to us  and ask:  "Have  you  no th ing  
bet ter  to do than  set  our compet-  
itors upon US?" 

INTERECONOMICS: You men-  
t ioned earl ier  a second  problem 

which is important from the sales 
standpoint, namely the well-organ- 
ised distribution system built up 
by some European countries in 
their traditional markets. The econ- 
omy of the Federal Republic in- 
vests abroad only about the value 
of 1.5~ of its annual exports in- 
cluding investment in external 
sales organisations. The USA, on 
t he  o ther  hand,  i nve s t s  abou t  15 0/~ 
of the  va lue  of its annua l  expor ts  
in the  form of p r iva te  capi tal  in- 
v e s t m e n t  abroad  and  its sa les  or- 
g a n i s a t i o n - - a s  it ex i s t s  in Ger- 
m a n y  a longs ide  the  m a n u f a c t u r i n g  
s i d e - - p l a y s  a not  u n i m p o r t a n t  role. 
W h a t  r e c o m m e n d a t i o n s  shou ld  we 
m a k e  to a G e r m a n  expor t  firm? 
Do you  see  a n y  fu tu re  in improv-  
ed co-opera t ion,  in jo in t  v e n t u r e s  
into fo re ign  m a r k e t s  so tha t  the  
r isks  i nvo lve d  in se t t ing  up a sa les  
o rgan i sa t ion  in expor t  m a r k e t s  are  
also sha red?  

AUDOUARD:  There  is no r eady  
a n s w e r  to this, b e c a u s e  each f irm 
has  d i f ferent  problems.  The re  m a y  
well  be m a r k e t s  w he re  such in- 
v e s t m e n t  shou ld  be  s t a r t ed  im- 
me d ia t e ly  be c a use  the re  is no 
o ther  solut ion.  But t he re  are  o ther  
ma rke t s  w h e r e  th ings  are  eas ier  
and still o the r s  w he re  p roduc t ion  
should  be  s t a r t ed  r ight  away.  Of 
course,  this  is the  mos t  difficult 
k ind  of i n v e s t m e n t  and  the  type  
which the  G e r m a n  expor t e r  is leas t  
p repa red  to make .  Indeed,  it is m y  
opinion tha t  in a n u m b e r  of mar-  
ke ts  it is poss ib le  and  prac t ica l  
for n o n - c o m p e t i n g  compan ies  to 
get  t oge the r  and  set  up  in one  
marke t  or ano the r  m a i n t e n a n c e  
workshops ,  stocks of spa re  pa r t s  
and all the  rest. 

INTERECONOMICS: Talk ing  of 
a " tu rn ing  point"  in G e r m a n  ex- 
ports,  due  to d e v e l o p m e n t s  in com- 
pet i tors  countr ies ,  pe rha ps  we 
should recommend something on 

the l ines  of: "Press  on . . .  go into 
the  expor t  m a r k e t s  and  ge t  your  
foot in the  door!" 

AUDOUARD: I am not  ye t  cer- 
tain w h e t h e r  we should  ta lk  of a 
" turn ing  point".  W h a t  I do be l ieve  
is tha t  we  m u s t  change  our  w a y  
of th ink ing  and  tha t  the  ou tcome  
mus t  be a h i g h e r  ra te  of inves t -  
ment  in exports .  In m y  view,  this  
is unavoidable .  

INTERECONOMICS: W h a t  
could the G e r m a n  ba nk ing  s y s t e m  
- - w M c h  you me n t ione d  e a r l i e r - -  
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contribute? Compared with French 
and English sys tems it is much less 
deve loped  abroad. 

AUDOUARD- One can be in sev- 
eral minds about the at t i tudes of 
banks towards  the help they  have  
given and could give to export ing 
industries.  We  cannot  deny  that, 
in the beginning when  indus t ry  
was building up its export  busi- 
ness, the banks gave ve ry  effect- 
ive help. But as the funct ion of 
f inancing became more and more 
complicated due to long-term pay- 
ment  ar rangements  in the world 
market ,  banks became more and 
more reluctant  to help, that  is, 
they  were  prepared  to offer facil- 
ities up to a cer tain point  but  in 
eve ry  case and ve ry  emphat ica l ly  
they  refused to run any risk. We 
know that banks  adminis ter  other  
people ' s  money  and therefore  have  
to be more careful  than other  
people  but I still think that  banks 
would do b e t t e r - - w i t h i n  l imi ts - - i f  
they were  more  p repa red  to take 
risks than is now the case, since 
they  appear  to have  reservat ions  
about almost eve ry th ing  connected  
with our credi t  needs  and the like. 
Without  wishing to criticise, I feel 
that  banks could do far more than 
they  have so far. I even think that 
in many  ways  they  are nowadays  
more  like bureaucra t ic  agencies  
for adminis ter ing funds than real 
bankers .  

INTERECONOMICS: Our last 
ser ies  of quest ions is about the 
deve lopment  of d e m a n d - - t h e  de- 
mand from potent ia l  cus tomer  
countries.  In his Press conference 
on November  4th last  year,  Herr  
Schulz said that  we  must  expect  an 
eas ing of demand potent ia l  in im- 
por tan t  markets .  Wha t  are the 
prospects  for I9667 

AUDOUARD: Taken by and large, 
the difficulties of our customer 
countr ies  a r e  increas ing  consider-  
ably. However ,  there  are also im- 
p rovements  in some markets .  Take 
countr ies  like Greece  and Spain, 
w h e r e  market  condi t ions are much 
be t te r  now than they  were  three  or 
four years  a g o - - a n d  no doubt  this 
balances  out. 

I N T E R E C O N O M I C S :  Of course, 
Greece and Spain are not exact ly 
big expor t  customers  of German 
industry.  

AUDOUARD: No, if you are 
talking about size, then  the classi- 
fications must  be EEC, the EFTA 

countries,  the developing  coun- 
tries, and those  in the Eastern bloc, 
and so on. 

INTERECONOMICS: W h a t  is 
Your opinion, for instance,  of the 
outlook in I ta ly  for 19667 

AUDOUARD: I feel  that af ter  
the difficulties the Italians have  
had in 1963 and 1964, which t h e y  
have  had to make  heavy  sacrif ices 
to overcome,  even  partially, an at 
least  fair ly cons tan t  deve lopment  
is to be ant icipated.  We cannot  
expect  any  cons iderab le  increase  
in our exports  to Italy. On the 
other  hand, I do not  think we 
should ant ic ipate  any important  
reverses  or the like. 

INTERECONOMICS: Yea are 
ve ry  cautious,  Mr. Audouard.  In 
the depa r tmen t  of our inst i tute  
whid~ does research on marke t  
trends, we are def ini te ly  optimistic 
about Italy, and also about  France.  
We don't  k n o w  how you see this 
- - t h e  expor t  outlook, that  is. 

AUDOUARD: You must have  
ev idence  which you have  s tudied 
showing that  marke t  condit ions in 
our two main par tne rs  in the Com- 
mon Market  will def ini te ly  not  
deve lop  along nega t ive  lines in 
1966, and that  this will  have  cer- 
tain effects upon our total exports  
is a natural  consequence  of the 
way these countr ies  integrate.  But 
if we  take capital  goods on their  
own, inves tment  in these  two coun- 
tries should on no account  be con- 
s idered mere ly  as a p o i n t  of de- 
parture for the expor t  of our cap- 
ital goods. This is because  both  
countries,  in spite of in tegrat ion 
and, I might  say, cont ra ry  to the 
spirit  of the Trea ty  of Rome, are 
themselves  increas ingly  producing 
these capital goods, in many  cases 
with the eng ineer ing  aid of other  
countries.  They are frant ical ly t ry-  
ing to maintain product ion at full 
capacity at home. So favourable  
business t rends in these two EEC 
countries cannot  be  related to our 
exports.  

I N T E R E C O N O M I C S ;  But the 
ou t look- -one  might  s a y - - i s  in no 
way  negat ive,  but quite defini tely 
positive.  

AUDOUARD: There is, of course, 
quite a difference be tween  "not 
nega t ive"  and "def ini te ly  posi t ive".  
I should like to repeat :  the outlook 
is about the same. But I cannot  see 
any reason for a r ise in exports  of 
capital goods to these  countries.  

INTERECONOMICS: W h a t  is 
the out look for the b igges t  expor t  
m a r k e t - - t h e  USA? 

AUDOUARD: You mean  o u r  
biggest  expor t  market .  For us, as a 
separa te  country,  it is ce r ta in ly  the 
biggest.  I th ink that  here,  too, the 
si tuation will  remain  much the 
same, but of course  this will  de- 
pend a great  deal  upon w h e t h e r  
the Amer icans  can put  into prac t ice  
their  p ro tec t ion is t  aspirat ions,  or 
whe the r  t hey  will cont inue to s teer  
a l iberal course.  W e  must  be c lear  
that, a l though the USA is cer ta in ly  
an impor tant  market ,  it is never-  
theless  ex t r eme ly  difficult to sell 
there and one  has to toil un- 
ceas ingly  to sell on the US marke t  
at all. 

}NTERECONOMtCS: But sure- 
1y, the chances tha t  the USA will 
s teer  a pro tec t ion is t  course  are  
slim, p rov ided  people  there  can 
count on bus iness  be ing  good, as 
it is now? Take, for instance,  the  
war in Vietnam, and the impetus  
this is g iving to the Amer ican  econ- 
omy; one resul t  of this is that  t h e y  
buy w h e r e v e r  t hey  c a m - - M a y  we  
go back to the s tar t ing point  of 
this discussion? W e  are in te res ted  
not only in the  outlook for ex- 
ports, but  also in the out look for 
imports. Do you ant ic ipate  an in- 
crease similar  to the one from Jan-  
uary to Sep tember  1965--that  is, 
22 0/~? 

AUDOUARD: Here  too, I th ink 
business will  s low down consider-  
ably and this s lackening will  na- 
turally affect  the import  situation. 

INTERECONOMICS: W h a t  do 
you think of the ant ic ipated price 
increases? 

AUDOUARD: The price increases  
in the Federal  Republic? 

INTERECONOMICS: Yes. 

AUDOUARD: Are  you quite cer- 
tain we shall  have  such big pr ice  
increases? 

INTERECONOMtCS: We shall 
certainly not  h a v e  many  fewer  
price increases  than  last year .  We  
estimate about  3 fro, and this is the 
figure ment ioned  by the Federal  
Government ,  too. 

AUDOUARD: Here  again, there  
will probably be different  e lements  
involved. My opin ion  is that  com- 
petit ion on the German marke t  
will harden  cons iderab ly  and in 
various sectors  of indust ry  we  shall  
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u l t i m a t e l y  ge t  q u i t e  d i f f e r e n t  pic-  
tu res .  I fee l  I s h o u l d  m e n t i o n  h e r e  
t h e  h i g h e r  i m p o r t  f i gu re s  for  m e -  
c h a n i c a l  e n g i n e e r i n g .  In  t h e  f i rs t  
t e n  m o n t h s  of  1965 m a c h i n e r y  im-  
p o r t s  rose  b y  26.3 ~ 

INTERECONOMICS: . . .  com-  
p a r e d  w i t h  . . .  ? 

A U D O U A R D :  . , .  c o m p a r e d  w i t h  
a n  i n c r e a s e  of  11.5 0/~ b e t w e e n  1963 
a n d  1964. T h i s  wi l l  s h o w  y o u  h o w  
d i f f icu l t  t he  p o s i t i o n  is. I n  t h e  
m e a n t i m e ,  w e  h a v e  b e c o m e  v e r y  
e x t r a v a g a n t  w i t h  i m p o r t s  in  t he  
m e c h a n i c a l  e n g i n e e r i n g  i n d u s t r y . . .  
o v e r  t he  l a s t  t e n  y e a r s  t h e s e  h a v e  
i n c r e a s e d  t en fo ld .  

INTERECONOMICS: Why is 
t ha t ?  Is it  b e c a u s e  of c o s t s  and ,  
c o n s e q u e n t l y ,  p r i c e s?  A n d  o n e  
m o r e  q u e s t i o n :  a r e  o t h e r  f a c t o r s  
n o t  far  m o r e  i m p o r t a n t  t h a n  t h e  
p r i c e  f ac to r  w h e r e  m e c h a n i c a l  en -  
g i n e e r i n g  is c o n c e r n e d ?  A f t e r  all ,  
t h e r e  is v i r t u a l l y  no  u n i f o r m  c o m -  
p e t i t i v e  p o s i t i o n  in th i s  i n d u s t r y .  
It is so  o f t e n  t h e  c a s e  t h a t  M a c h i n e  
A c a n  o n l y  b e  b o u g h t  f r om C o m -  
p a n y  A, a n d  n o t  f r o m  C o m p a n y  B, 
bu t  p e r h a p s  C o m p a n y  A is a for-  
e ign ,  no t  a G e r m a n ,  one!  

A U D O U A R D :  Such  c a s e s  do, of  
c o u r s e ,  h a p p e n .  To  a g r e a t  e x t e n t ,  

th i s  is a m a t t e r  of  i n t e g r a t i o n - - I  do 
no t  m e a n  po l i t i c a l  i n t e g r a t i o n ,  l ike  
EEC, etc. ,  b u t  e c o n o m i c  i n t e g r a t i o n .  
But  f i rs t  of  all ,  I w o u l d  l ike  to s a y  
tha t ,  in m y  o p i n i o n ,  t h e  m a i n  
r e a s o n  for th i s  i n c r e a s e  w a s  tha t ,  
f r o m  1949 o n w a r d s ,  t h e  m e c h a n i c a l  
e n g i n e e r i n g  i n d u s t r y  t o o k  t h e  s t a n d  
t h a t  o n l y  a l i be r a l  p o l i c y  o n  im-  
p o r t s  c o u l d  r e a l l y  be  o f  he lp .  Be- 
l i e v e  y o u  m e :  t h e s e  f a c t o r s  c a r r i e d  
such  w e i g h t ,  it w a s  as  if al l  s u p -  
p l i e r s  o f  m a c h i n e r y  t h r o u g h o u t  t he  
w o r l d  h a d  b e e n  g i v e n  a w r i t t e n  
g u a r a n t e e :  "For  y e a r s  a h e a d  I c a n  
r e a l l y  s k i m  off  a n d  w o r k  th i s  m a r -  
ke t . "  In  w h a t  f o r e i g n  c o u n t r y ,  in-  
c l u d i n g  t h e  USA,  w h i c h  a l w a y s  
ac t s  as  if it  w e r e  v e r y  l i b e r a l l y -  
m i n d e d ,  a n d  a l so  i n c l u d i n g  F r a n c e ,  
I ta ly ,  Br i ta in ,  to s a y  n o t h i n g  of 
o v e r s e a s  m a r k e t s ,  J a p a n ,  etc, ,  h a v e  
G e r m a n  c o m p a n i e s  f o u n d  such  an  
a b s o l u t e l y  l i be ra l  a t m o s p h e r e ?  T h e  
a n s w e r  is n o w h e r e !  

INTERECONOMICS: Do y o u  
t h i n k  th i s  m i g h t  h a v e  a n y  po l i t i c a l  
c o n s e q u e n c e s ?  Do y o u  m e a n  t h a t  
we  s h o u l d  go  back  o n  th i s  l i be ra l  
p o l i c y  o n  i m p o r t s ?  O r  do y o u  fee l  
- - i n  t h e  i n t e r e s t s  of  t h e  m e c h a n i c a l  
e n g i n e e r i n g  i n d u s t r y  a n d  of  Ge r -  
m a n  i n d u s t r y  as  a w h o l e - - t h a t  it  
w o u l d  be  b e t t e r  to i n t r o d u c e  cer -  
t a in  r e s t r i c t i o n s ?  

AUDOUARD: No, we  s h o u l d  cer -  
t a i n l y  n e v e r  i n t r o d u c e  r e s t r i c t i o n s .  
I s a id  a t  t h e  o u t s e t  t ha t  i n t e g r a t i o n  
p l a y s  a v e r y  i m p o r t a n t  pa r t ,  b o t h  
e c o n o m i c a l l y  a n d  t e c h n i c a l l y ,  a n d  I 
a l so  t h i n k  t h a t  t h e s e  e x c e s s i v e  in-  
c r e a s e s  in i m p o r t s  of  m e c h a n i c a l  
e n g i n e e r i n g  g o o d s  a re  d u e  to t h i s  
i n t e g r a t i o n .  Each c o u n t r y  h a s  i ts  
o w n  s p e c i a l i t i e s  in  t h e  m o s t  v a r i e d  
s e c t o r s  of c a p i t a l  goods ,  T a k e  
S w i t z e r l a n d ,  o r  t he  USA,  o r  Br i ta in ,  
o r  G e r m a n y - - e a c h  o n e  h a s  i ts  o w n  
s p e c i a l i t i e s  a n d  t h a t  is w h y  g o o d s  
a r e  e x c h a n g e d .  I n  add i t i on ,  s o m e  
f i r m s  i n t e g r a t e  of  t he i r  o w n  ac-  
cord .  G e r m a n  m a n u f a c t u r e r s  of  
c a p i t a l  g o o d s  h a v e  a l so  s e t  up  
b r a n c h e s  a n d  b u s i n e s s  in  o t h e r  
c o u n t r i e s  which ,  in  the i r  tu rn ,  ex -  
p o r t  to t h e  F e d e r a l  Repub l i c .  W e  
do n o t  n e c e s s a r i l y  c o n s i d e r  th i s  a 
d i s a d v a n t a g e ;  w e  s t i l l  t h i n k  w e  
h a v e  b e n e f i t t e d  c o n s i d e r a b l y  f r o m  
th i s  l i be ra l  t r a d e  po l i cy .  

INTERECONOMICS: . . .  a n d  
w e  s h a l l  c o n t i n u e  to do so  in t h e  
f u t u r e ?  

A U D O U A R D :  Yes ,  b u t  of  c o u r s e  
w e  a r e  d o i n g  t h i s  w i t h  t e a r s  in o u r  
e y e s ,  b e c a u s e  e v e n  in  t h e  m e c h a n i -  
ca l  e n g i n e e r i n g  i n d u s t r y  w e  h a v e  
s p e c i a l i s t  b r a n c h e s  w h i c h  s u f f e r  
c o n s i d e r a b l y  f r o m  t h e s e  l i be ra l  po l -  
ic ies .  W e  m u s t  be  q u i t e  c l e a r  a b o u t  
th is ,  
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I g u e s s  I do n o t  h a v e  to d e v o t e  m u c h  t ime ,  b e f o r e  
th i s  a u d i e n c e ,  to j u s t i f y  t he  n e c e s s i t y  of  e x p o r t s  in 
g e n e r a l .  T h e  p r o b l e m  is: h o w  to p r o m o t e  p r o g r e s s  of  
d e v e l o p i n g  c o u n t r i e s ,  of  t h e  l e s s  i n d u s t r i a l i z e d  or  
n o n - i n d u s t r i a l i z e d  c o u n t r i e s .  No  doub t ,  a s  h a s  b e e n  
u n d e r l i n e d  b y  t h e  U N  C o n f e r e n c e  on T r a d e  and  De- 
v e l o p m e n t ,  t r a d e  is an  e s s e n t i a l  f ac to r  in e c o n o m i c  
d e v e l o p m e n t .  B e c a u s e  w h a t  is n e e d e d  for d e v e l o p -  
m e n t  is m o n e y .  A n d  as to m o n e y ,  t h e  d e v e l o p i n g  

i Lecture delivered on Nov. 24, 1965, in Hamburg before the 
members of a UN Group Training Programme in Trade Promotion 
organised by the Copenhagen Sctlool of Economics and Business 
Administration. The Training Programme was held under the 
auspices of the Danish Board of Tedrnical Co-operation with 
Developing Countries, Copenhagen, Denmark, in collaboration with 
the United Nations. On the occasion of a round trip to Britain and 
Germany, the participants of the Training Programme--export pro- 
motion officers from 9 Asian, I African and 2 Latin American 
countries--visited the Hamburg Institute for International Econo- 
mics to discuss some problems of trade promotion for developing 
countries. 

c o u n t r i e s  n e e d  f o r e i g n  e x c h a n g e ,  to p a y  for t he i r  im-  
p o r t s  i n c r e a s i n g  m o r e  a n d  m o r e  in t h e  p r o c e s s  of de-  
v e l o p m e n t .  

O n e  c a n  s e e  two w a y s  of a p p r o a c h  to e a r n i n g  f o r e i g n  
e x c h a n g e :  cap i t a l  a id  f r om i n d u s t r i a l i z e d  c o u n t r i e s ,  
l im i t ed  t h o u g h  it a l w a y s  wil l  be,  a n d  e x p o r t  e a r n i n g s  
of  t h e  d e v e l o p i n g  c o u n t r i e s  t h e m s e l v e s .  W e  h e r e  
c o m e  to t h e  s l o g a n  of Uaid b y  t r a d e "  wh ich  I t h i n k  is 
a f o r m u l a  g e n e r a l l y  a c c e p t e d  b y  n o w  bu t  w h i c h  I 
w o u l d  l ike  to w i d e n  to "a id  a n d  t r a d e " ,  b e c a u s e  
I fee l  t ha t  n o n e  of t h e  two  wil l  b e  e f f i c i en t  w h e n  
a p p l i e d  in an  i s o l a t e d  w a y ,  t ha t  is if one  r e l i e s  on  
cap i t a l  a id  a l o n e  or  if t h e  d e v e l o p i n g  c o u n t r i e s  a r e  
e x p e c t e d  to j u s t  h e l p  t h e m s e l v e s  b y  d o i n g  t r ade ,  tn  
t he  l o n g  run,  e x p o r t s  wil t  be  t h e  m o r e  d y n a m i c  
m e a n s  for  e a r n i n g  f o r e i g n  e x c h a n g e  a n d  to i n c r e a s e  
t he  i m p o r t  c a p a c i t y  of  d e v e l o p i n g  c o u n t r i e s .  
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