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COMMENTS 

Commodity Agreements 

Don't Mix Trade with Aid 

Reports concerning the UN Cocoa Conference  in 
New York, the Geneva  Sugar Meet ing and Senator  
Mansfield 's  intent ion to summon a World Copper  
Meet ing in New York under  the auspices of the Uni ted 
Nat ions  at the end of this year  give an impress ion 
of one common idea: stabil ise the markets  by means  
of internat ional  commodi ty  agreements .  

Meanwhi le  the Cocoa Conference  has been  f rust ra ted 
because of dif ferences  about maximum and minimum 
prices  within the agreement .  The decision of the sugar  
producers  to give up the minimum price scheme nego-  
t iated only in March makes  the conclusion of a new 
sugar  agreement  ra ther  doubtful. Also the prospec ts  
of an agreement  for the  s tabi l isat ion o[ the wor ld  
copper  market  ,are not  exact ly  favourable,  as differ- 
ent economic and polit ical interests  oppose such a 
regulation. 

Even if the conclusion of an internat ional  commodi ty  
agreement  referr ing to these  th ree  markets  would be 
reached within a measurable  space of time, there  are 
reasonable  doubts whe the r  this way  the expecta t ions  
of the producing countr ies  will be realised. 

As far as the compensa t ion  of shor t - term price fluc- 
t u a t i o n s - l i k e w i s e  undes i rable  for the producers  and 
the  consumers - - i s  concerned  corresponding regulat ions 
are  certainly welcome.  However ,  efforts of some pro- 
ducer countr ies  to increase  their  export  price level 
p re tend ing  pr ice  s tabi l isat ion must  be r igorously re- 
jected.  

Commodi ty  agreements  are not designed to delay  
neces sa ry  structural  changes by  fixing average  prices 
at an excess ive  he ight  within the f ramework of de- 
ve lopment  aid. 

In our opinion "trade" should not  be mixed with "aid". 
Aid should be given by means that  will not distort  
the flow of t rade or the  trend of prices, sto. 

Foreign Labour 

Not to Ignore Mobility 

The gratitude, wi th  which a few years  ago the first 
foreign labour was welcomed,  has par t ly  given way  to 
scept ic ism about the empfoyment  of foreigners.  At the 
beginning the employmen t  of aliens was mainly re- 
garded  as a welcome relief to our domestic labour 
market ,  but today  opin ions  which speak of a curtail- 
ment  of our own l iving s tandard  can no longer be 
ignored.  These cri t ical  arguments  hold one thing in 

common: They concent ra te  on the German living 
s tandard  and thus have a way  of self-sufficient  think- 
ing which in v iew of the EEC seems to be doubtful. 
At  all even ts  this is applicable to foreign labour from 
EEC-countries and the associa ted  states.  This urges 
the impress ion  upon us that  the mobil i ty  of labour 
procla imed in the art icles 48 and 49 of the EEC-Treaty 
and in art icle 69 of the Coat and Steel  Trea ty  is 
s imply ignored. The great  difference be tween  the l iving 
statrdard of na t ives  and aliens, unless  they  come from 
third countries,  cannot be expla ined otherwise.  So 
a possible  cut in the domest ic  l iving s tandard  due 
to foreign labour  employment  from the EEC must  
more cor rec t ly  be regarded  as a contr ibut ion to the 
accompl i shment  of the European economic union 
ra ther  than a burden  for our economy,  mu. 

Capital Aid 

When Will They Ever Learn? 

Just recent ly  the United Nations Secre ta ry  publ ished 
a s tudy on the capital  flow into developing  countr ies  
under  the title "Internat ional  Flow of Long-term Capi- 
tal and Official Donations 196t-1965". This publica- 
tion, too, points  out that  the inst i tut ion of develop-  
ment  a id - - e spec i a l l y  the financial  aid by  the in- 
dustr ial ised countr ies  of the free w o r l d - - h a s  come into 
a crisis. In total v iew its main result  is that  after the 
fast growth  of f inancial  aid in the second half of 
the 1950-ies the growth rates of long-term capital 
and donat ions f lowing into the "have-nots"  in Africa, 
Asia and Latin America  are decreas ing  and smaller  
than the growth  rates  of product ion  and income in 
the industr ia l ised countries.  In s t ructural  v iew the 
following points  are essential :  I. Two thirds of the 
financial aid in 1964 resul ted from bi lateral  t rans-  
actions;  2. The bilateral  aid most ly  is tied to projects  
an'd/or the market  of the donor  countries,  and 3. The 
share  of hard loans is growing. 

The result  of these  pract ices  of "aid" is gett ing 
c learer  and clearer.  The foreign debt  of the develop-  
ing countries has trebled be tween  1955 and 1965, and 
the poores t  among the poor are not  able to meet  the 
p rogress ive ly  increasing debt  se rv ice  charges. So 
sometimes new financial aid is used only to repay 
old foreign aid. 

Even the advanced ones among the developing coun- 

tries have to use a steadily growing share of their 
export-proceeds [or repayments and to cut their im- 
ports to avoid a deficit  of their balance of payments .  
To cut imports,  however,  means  to reduce economic 
growth. 
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This  p reca r ious  s i tuat ion can be a l tered and be pre- 
v e n t e d  for the  future only  by  a f undamen ta l  reor- 
g a n i s a t i o n  of f inancial  aid. The whole  aid s y s t e m  
s h o u l d  be concen t ra ted  by  crea t ing  a mul t i la te ra l  
o r c a n i s a t i o n  sponsored  by  grants  and loans  of the 
i ndus t r i a l i s ed  countries.  The n u m e r o u s  s tudies  on 
econ o m ic  s t ructure ,  which the Wor ld  Bank carr ied 
out for n e a r l y  eve ry  deve loping  coun t ry  wi thin  the 
las t  years ,  shou ld  be used  to provide  a classif ica-  
t ion of t hese  countr ies  according to their  debt  servic-  
ing capaci ty .  According  to this c lass i f icat ion the  
mul t i l a t e ra l  o rganisa t ion  should  d is t r ibute  the  f inan-  
cial  aid: to the countr ies  with the lowest  debt  servic-  
ing  capac i ty  only  grants ,  to countr ies  with some more  
deb t  s e rv i c ing  capac i ty  soft loans and to the  mos t  
a d v a n c e d  count r ies  with a re la t ive  h igh  debt  servic-  
ing  capac i ty  only  hard  loans.  By a p rocedure  of this  
k ind  the  indus t r ia t i sed  count r ies  would mul t ip ly  the  
e f f ic iency  of their  aid a n d - - i n  the long r u n - - r e a c h  
the i r  poli t ical  and economic  ends sooner  than  by  
b i la te ra l i sm.  But when  will t hey  ever  learn? ha. 

Taxes 

S E T -  Deus ex Machina 

It is the du ty  of f inancia l  exper t s  all over  the world 
to be susp ic ious  of a new  tax created s o m e w h e r e  on 
an  island, especia l ly  if this tax c la ims to so lve  a 
bou q u e t  of problems all na t ions  are more  or less con- 
f ronted  with:  to find a more  effect ive s t ruc tu re  of 
the  na t ion ' s  indus t ry ,  to s tahi l ise  the  inner  and outer  
equi l ibr iums,  and e v e n  to increase  the cur ren t  surp lus  
of the  publ ic  budget .  

T h o u g h  the  cons t ruc t ion  of the Select ive Employmen t  
T ax  will cause  the au thor i t i es  some headache,  the  
bas ic  idea is r a the r  simpIe:  from all e s t ab i i shmen t s  
25 s per  male,  less per  female  worker  will be collected 
week ly ;  qua r t e r ly  the  public sector  will get  back the  
s u m  it has  paid; the cons t ruc t ion ,  f inancial ,  and dis- 
t r ibut ion  se rv ices  will  get  no refund, but  the  ma nu -  
f ac tu r ing  indus t r ies  a re  lucky enough  to get  the re- 
fund  p lus  a 30 ~ p remium.  Tha t ' s  all. 

As  e v e r y  new tax t he  SET will cer ta in ly  br ing a net  
ga in  to the  budge t  a n d - - a s  all taxes  wi th  a t ime lag 
b e t w e e n  collect ion and  e x p e n d i t u r e - - w i l l  also ha ve  
a def la t ionary  effect. This  a lone would  not jus t i fy  
the g igant ic  SET i n s t r u m e n t  or the exper t s '  interest ,  
bu t  the  combinat ion  wi th  the  chief aim could: name ly  
to achieve a sh i f t ing  of labour  from the se rv ice  to 
the  m a n u f a c t u r i n g  sec to r  for an increase  in produc-  
t iv i ty  and exports .  

But it is r a the r  u n c e r t a i n  whe the r  the workers  rea l ly  
los ing  their  jobs  in the  serv ice  sector  wiII be ab- 
so rbed  b y  the m a n u f a c t u r e r s .  Even in case  of this  
sh i f t ing  one has  to a s k  whe the r  this  fact would help 
to br ing p roduc t iv i ty  up to a h ighe r  level.  The collec- 
t ion of p r e m i u m s  cou ld  lead to a hoa rd ing  of labour  
but  not  at all e v e n t s  to a ra t ional i sa t ion  process  in 
indus t ry .  Besides, t h e  SET--as  a tax  on serv ices  
combined  with s u b s i d i e s  for all m a n u f a c t u r e r s - - i s  far 

too rough  an i n s t r u m e n t  which m a k e s  no d i f ference  
b e t w e e n  those  se rv ices  being impor tan t  and those  
m, anufac tu re r s  be ing  comple te ly  un impor t an t  for an 
inc rease  in the  e c o n o m y ' s  product iv i ty .  The  SET is 
ac tua l ly  no se lec t ive  t ax  at all. 

Therefore ,  the expe r t s  all over  the world mus t  not  
be s tar t led  by  the  SET; it is by no me a ns  the  un iver -  
sal t ax  expected .  Me a nw h i l e  t h e y  m a y  go on h a v i n g  
the  w a v e s  of subs id ies  roll ing over  r ight  and wrong,  
- - p e r h a p s  more  se lec t ive  and more  effect ive than 

the  SET. th. 

Shipping 

Flag Must Follow Trade 

S h i p p i n g  pol icy in deve lop ing  count r ies  is some t ime s  
e xpose d  to v io len t  cr i t ic ism not only by  "t radi t ional"  
sh ipp ing  countr ies .  I n v e s t m e n t  in the field of mar i -  
t ime shipping,  it is said, is one of the leas t  prof i table  
m e t h o d s  of ea rn ing  an income. It requi res  much capi- 
tal and p roduces  r e l a t ive ly  modera t e  re turns .  A nd  
e ve n  these  smal l  profits  first of alt requi re  an ex- 
pe r i ence  in the  sh ipping  bus ine s s  which canno t  be 
achieved wi thou t  m a n y  ye a r s  of "trial and error".  

W o u l d  not  i n v e s t m e n t s  for the  de ve lopme n t  of do- 
mes t i c  r esources  be economica l ly  more  sensible,  tha t  
is to s a y  more  p roduc t ive  and soone r  effect ive  than  
the  d e v e l o p m e n t  of ,a na t iona l  merchan t  f l ee t - -pa r -  
t i cu lar ly  s ince there  is a sho r t a ge  in ava i lab le  
capital? 

Indeed,  the  deve lop ing  count r ies  are taci t ly  admi t t ing  
the  difficult ies for thei r  v e r y  e x t e n s i v e  sh ipping  am- 
bi t ions  if t hey  rever t  to the w e l l k n o w n  me thods  of 
p ro tec t ing  their  own and d i sc r imina t ing  foreign f lags 
in order  to build up and opera te  a na t iona l  fleet. 

However ,  p ro tec t ion i sm in sh ipp ing  is a ma t t e r  of 
sh ipp ing  pol icy  not  only  in deve lop ing  countr ies .  
A lmos t  all sh ipping  countr ies  in the world are try- 
ing to protec t  and to promote  sh ipp ing  under  thei r  
na t iona l  flags in compet i t ion wi th  foreign flags. 

A m o n g  the main  mot ives  of p ro tec t ion i sm in sh ipp ing  
one is de se rv ing  of par t icuIar  cons idera t ion  as re- 
gards  deve lop ing  countries.  T h e y  are  f r equen t ly  of 
the  opinion that  in in te rna t iona l  m e r c h a n t  sh ipp ing  
t h e y  are pas sed  over  or e v e n  opposed.  T h e y  fear 
tha t  their  sea-borne  foreign t r a d e - - i f  total ly depen-  
dent  on the sh ipp ing  serv ices  of fore ign f l a g s - - w o u l d  
be p re jud iced  by  arbi t rar i ly  f ixed ra tes  and  by  dis- 
c r imina to ry  prac t ices  in favour  of o ther  count r ies '  
ex te rna l  trade. 

A l t h o u g h  according to the t rad i t iona l  pr inciple  na- 
t ional  sh ipping  could open up ne w  fields of ac t iv i ty  
for one ' s  own foreign t r ade- - i ,  e. " trade follows 
f l ag" - - ,  the deve lop ing  count r ies  be l ieve  in the prin- 
ciple that  na t iona l  foreign t rade  ne e ds  na t ional  ship- 
p ing  and c onse que n t l y  "flag mus t  follow trade".  

re, 
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