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COMMENTS 

Allied Forces 

Foreign Exchange EqualisaUon 

The r ecen t  nego t i a t ions  in  W a s h i n g t o n  and  London  
h a v e  once  aga in  d e m o n s t r a t e d  tha t  the  p rob lem of 
foreign exchange  equa l i sa t ion  is g radua l ly  imposing  
a ser ious  s t r a in  on Ge rmany ' s  f r iendly  re la t ions  wi th  
the  USA and Grea t  Britain.  The main  p rob lem is tha t  
t h e  Federa l  Republ ic  is f inding it  i nc reas ing ly  diffi- 
cult  to m a k e  the  compensa t ion  payments ,  which now 
amount  to DM 3,300 mil l ion a year .  Purchases  of 
mi l i t a ry  equ ipmen t  on this  scale  canno t  be  made,  
pa r t ly  because  tha t  amoun t  of mater ia l  is no t  needed ,  
and  pa r t l y  because  of lack of f inancia l  resources .  As  
far as f inding the  m o n e y  is concerned,  the  budge t  is 
s imply  not  la rge  enough:  mere ly  to fulfil the  con t r ac t  
wi th  the  U S A - - w h i c h  expi res  on June  30th, 1967-- the  
defence  budge t  would  h a v e  to be  increased  b y  DM 
2,000 mill ion.  Nor  would  such an increase  a l low for 
the  fact  tha t  the  defence  budge t  will, in the  future,  
b e  inc reas ing ly  b u r d e n e d  b y  the  s t eady  r ise in cur- 
r en t  defence  expendi tu re .  A l though  it migh t  be fea- 
sible to cove r  the  def ic iencies  in the  regu la r  budge t  
b y  g o v e r n m e n t  loan  rais ing,  this  is c lear ly  not  a 
so lu t ion  to be  r ec om m ended :  apar t  from any  doubts  
about  the  p r inc ip le  i n v o l v e d  in such an  action,  the  
p roposed  Federa l  loan  also has  to overcome the  prob-  
lems posed  by  the  I iquidi ty  shor tage  in the  German  
economy.  M o r e o v e r  cons ide ra t ion  must  also be  g iven  
to the poss ib i l i ty  t ha t  the  banks  would t ry  to compen-  
sa te  for the  out f low of DM one or two thousand  
mit l ion b y  ca l l ing  in a pa r t  of the i r  foreign inves t -  
ments .  By doing  this  t h e y  would  f rus t ra te  the  ba l ance  
of p a y m e n t s  re l ief  to t he  al l ied coun t r i e s - - t he  rel ief  
Which is the  a v o w e d  aim of foreign exchange  
equal isa t ion .  

Even in the  pas t  the  expend i tu re  of these  sums has  
c rea ted  m a n y  difficult ies.  Past  exper ience  has  s h o w n  
tha t  the  c o m m i t m e n t  c lause  inh ib i t ed  a f lexible  
p lac ing  of orders.  The  lesson  to be learned,  therefore ,  
is t ha t  the  spend ing  of the  r educed  sums in the  fu ture  
should  not  be  l imi ted  so r ig idly  to the  purchase  of 
mi l i t a ry  ma te r i a l :  t h e  n a t u r e  of the  goods purchased  
is not,  in  a n y  event ,  of much impor tance  in achieving 
fore ign exchange  ba lance .  

T rans fe r r ing  e x p e n d i t u r e  from mi l i ta ry  to non-mil i-  
t a r y  goods wil l  no t  e l imina te  all the difficulties en- 
coun te red  w h e n  it comes  to placing orders. The agree-  
men t  wi th  Grea t  Br i ta in  i l lus t ra tes  this:  the  compe-  
t i t ive  e l emen t  of t he  Bri t i sh  economy seems to be  
too smal l  to a t t r ac t  the  des i red  volume of orders,  
e v e n  if German,  or fo re ign  imports  from Grea t  Bri ta in 
w e r e  to be  subs id i sed  b y  means  of German  credi ts  on 
a d v a n t a g e o u s  i n t e r e s t  terms. Even  if we ignore the 
fact t ha t  these  subs id ies  would  encoun te r  s t rong op- 
pos i t ion  from foreign expor ters ,  we have  to r emember  
t ha t  t h e y  would  also v io la t e  the  GATT rules.  On the 

o the r  h a n d  a des i r ab le  capi ta l  e x p e n d i t u r e - - f r o m  the  
G e r m a n  po in t  of v i e w - - w o u l d  be  pa r t i c ipa t ion  in a 
common space  p rogramme,  and  in o ther  m a j o r  sci- 
ent if ic  projec ts .  

All  the  proposal 's  for changes  so far d iscussed h a v e  
one  d i s a d v a n t a g e  in common:  t h e y  confuse  the  poli t i-  
cal, the  mi l i t a ry  and  the  economic  points  of v iew.  
For  this  r ea son  it  would  be  b e t t e r  to place  fore ign  
exchange  equa l i s a t ion  on a mul t i l a t e ra l  bas is  b y  
h a n d i n g  the  p rob lems  to NATO.  The  des i re  of the  
Federa l  Republ ic  to do this  seems  aI1 the more  jus-  
t if ied b y  the  fact  t ha t  the  A m e r i c a n  and  Bri t i sh  t roops  
- - i n s o f a r  as t h e y  se rve  any  mi l i t a ry  purpose- - - se rve  
to defend all t he  m e m b e r  count r ies  of NATO,  and  
no t  any  one s ingle  country,  me. 

EEC-Meeting of the Council of Ministers 

27th July-a Date to Remember? 

The ag reemen t  over  the  EEC pol icy  for the agr icul-  
tu ra l  commodi ty  marke t ,  which was  reached  du r ing  
the  d rama t i c  a l l -night  s i t t ing  at  Brussels  on 26/27th 
July ,  has  o v e r s h a d o w e d  two equa l ly  impor t an t  re- 
so lu t ions :  f i rs t ly  the  a g r e e m e n t  on a ba l anced  devel -  
opmen t  pol icy  for the  Communi ty ,  and  secondly,  the  
a g r e e m e n t  on the  re la ted  ques t ions  of expor t  credi ts  
for the  Sovie t -occupied  Zone  and  the  count r ies  of 
the  Eas tern  bloc. The Six h a v e  ag reed  to l imit  gove rn -  
m e n t  g u a r a n t e e d  expor t  c redi t s  to the  Eas tern  Zone  to 
f ive years ,  and, at  the  same time, t h e y  decided t ha t  
the  amount  of credi t  p rov ided  should  be r e l a t ed  to 
the  leve l  of in te rzona l  trade.  The Bonn G o v e r n m e n t  
had  observed ,  wi th  cons iderab le  misgivings ,  t ha t  f rom 
1961 unt i l  March 1966, the  EEC pa r tne r s  had  a l lowed  
credi ts  to ta l l ing  DM 292 mi l l ion  to the  na t i ona l i s ed  
en te rp r i se s  of the  Eastern  Zone.  This  was caus ing  
concern  on bo th  poli t ical  and economic  levels.  W h i l e  
the  Brussels decis ions  on the  fo rmula t ion  of a common  
t r ade  pol icy  a re  more  than  welcome,  ag reemen t  on 
expor t  credi ts  is r a t h e r  s tagger ing.  The  f ive-year  l imi t  
on  loans  is to be  applied on ly  to t rade  wi th  the  
Eas tern  Zone:  the  Eas te rn  bloc is no t  affected b y  th is  
rul ing.  The passage  of t ime has  s h o w n  ever  more  
c lea r ly  jus t  how easi ly  the  Bern Union  can  be  circum- 
v e n t e d  b y  skilful manipula t ion .  W e  h a v e  to ask  our- 
se lves  w h y  this  fact  is accep ted  w h e n  dea l ing  w i t h  
the  count r ies  of the  Eas tern  bloc, bu t  not  w h e n  ex- 
change of goods wi th  the Sovie t -occupied  Zone  is 
concerned?  The  ba lanced  d e v e l o p m e n t  of the  Com- 
m u n i t y  in the  fu ture  can sca rce ly  be  a topic for dis- 
cuss ion  unt i l  this  ma t t e r  has  been  t h r a s h e d  out:  t he re  
is a danger  tha t  sooner  or l a te r  th is  reso lu t ion  wil l  
p r o v e  to be  an  obs tac le  to deve lopmen t .  Moreove r ,  
the  decis ion tha t  the  volume of c red i t  a l lowed to the  
Eas te rn  Zone  should  be in p ropor t ion  to the  leve l  of 
in te rzona l  t rade  is also r a t h e r  unfor tuna te ,  for in ter -  
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zonal trade, hampered  as it is by ideologies and polit- 
ical imponderables ,  subject  to the close interplay of 
business and politics, and exposed to constant  fluctua- 
tions, is carr ied on in an a tmosphere  at once disquiet-  
ing and inimical to the mutual exchange of goods. 
Only  time will tell whe the r  the most  recent  Brussels 
decisions should be considered a milestone in the 
evolut ion of a common European export  policy and a 
common trade policy with the East, or whether ,  in 
this case, the EEC stuck halfway. The 27th J u l y - - a  
date  to remember?  Perhaps. schi. 

EEC - Assoc ia t ion 

One Step at a Time 

The flow of Spanish trade is being channelied more 
and more towards  the Common Market.  Whi le  the 
total volume of the country 's  foreign trade has tre- 
bled since 1960, the propor t ion of imports from the 
Common Market  rose from 22.5 ~ to 38.7 ~ Exports 
to the EEC climbed from 28.2 ~ to 36.5 ~ The reason 
for this increase  is to be found principal ly in the 
favourable  geographical  posi t ion which Spain occupies 
vis-/t-vis the Common Market  area, in the par t icular ly  
s t rong demand in the Common Market  for Spanish 
products,  and in the const ruct ive  economic policy 
fol lowed by Spain in recent  years.  

But the common external  tariff, and the agricul tural  
market  regulat ions create considerable  barriers  to a 
closer  t rade-nexus.  The desire for a faster associat ion 
is t empered  by  the many  quest ions to be resolved.  
Considerat ions  of pres t ige  also affect the thinking of 
those in favour of an association. "Formal" par tner-  
ship has fewer  suppor ters  in Spain today: it has given 
way  to a more  pragmat ic  attitude, which values the 
content  of agreements  more than their form. This is 
due in large part  to the influence of Alberto Ullastres 
Calvo, the head  of the Spanish delegat ion to the EEC. 
Admit ted ly  the limited scope of the projec ted  discus- 
sions on commercial  pol icy matters  will not resolve 
for a long t ime the far-reaching differences, but this 
"step by step policy" cer ta in ly  increases  the chances, 
firstly, of submitt ing a concrete  mandate  to the Com- 
mission and, secondly,  of success in the negotiat ions 
for admission. The talks envisaged for the autumn 
give grounds for hope that the association of the 
important  European countr ies  forming the original 
Six with o ther  European economies will point the way  
to an economical ly  viable  united European community.  

ke. 

Argent ina 

Reasonable Creditors Wanted 

The fall of Dr. Illia's government ,  and the inaugura- 
tion, with mil i tary help,  of President  Ongania, has 
raised hope anew, not  only for the Argent ine  econ- 
omy, but also among the  Argent ine ' s  various creditor  
countries.  Whi le  the Argen t ine  economy bases its 
hope for the future on the  mental  and political abilities 
of the new Minister  for Economic Affairs, Dr, Salimei 
- - a n  appoin tment  which seems to guarantee  a more 
liberal and less "dir igiste" c o u r s e - -  the creditor  coun- 

tries can d raw encouragement  from the s ta tement  that  
the new regime will try to pay  off the enormous for- 
eign debt  more  rapidly. This had reached the figure 
of $ 3,200 million at the end of 1965. The real isat ion of 
this intent ion,  however ,  seems to depend not  only on 
the ini t iat ive of the new government ,  but also on the 
behaviour  of the credi tor  countries.  

if they want  their  money  back they have  to give 
Argent ina  the oppor tun i ty  to earn the foreign cur- 
rency  n e c e s s a r y  to repay  its creditors.  Since about 
90 ~ in va lue  of Argen t ina ' s  exports  is made up of 
agricul tural  p ro d u ce - -p a r t i cu l a r l y  wheat  and m e a t - -  
this means  that  the indust r ia l ised creditor countr ies  
will have  to abandon  the pol icy of protect ionism with 
which they  defend  their  own marke ts  for agricul tural  
products .  If they  want  their  capital  aid to be effective,  
the indust r ia l i sed  countr ies  have  to supplement  it by  
scrapping the fences wi th  which they defend their  
markets .  This is so logical that  it seems difficult to 
deny  it any  longer,  ha. 

Moto r  Cars 

Japan ante portas 

The Nissan  Motor  Corpor.ation of Yokohama has 
s tar ted marke t ing  its medium-size  passenger  cars in 
the Nether lands .  The marke t ing  is on a full-scale 
basis, and is being carried out through a new sales 
company  set  up in co-oper.ation with the Dutch hold- 
ing concern  of Hart  Nibbrig & Greeve  N.V.  in The 
Hague. The new c o m p a n y - - k n o w n  as Datsun Neder-  
land N . V . - - h a s  set  up its first  service  station at Sas- 
senheim, and aims, at present ,  at an annual sale of 
1,000 cars in the Bluebird and Cedric series. 

At first sight this step appears  to be heroic, part ic-  
ularly when  the big automobile industr ies of Germany,  
Italy and France  .are taken into account: none the less  
the logic behind their thinking is sound. The Nether-  
lands produce no cars exept  the small Daf, and there  
is thus no compet i t ion from medium-sized domest i-  
ca l ly-produced cars to be countered.  If, moreover ,  the 
J apanese  have  learnt  something  from s tudying the 
successes  achieved by V o l k s w a g e n - - a n d  it seems very  
l ikely that  they  have-- - they will clearly have a good 
outside chance of succeeding.  Their chances will be 
be t te red  if t hey  set  up adequate  service  s t a t i ons - -  
the first lesson to be learned from studying the Volks-  
wagen success  story. 

During the last five years  Japan has been able to in- 
crease its car exports  ten t imes over, and even  sold 
one fifth of the  67,000 passenger  cars expor ted  in 
1964 to the USA, the world 's  most  important  automo- 
bile producer .  The correc tness  of their s t ra tegy has 
a l ready been  proved by their  exper ience  in other  
European countries without  a domest ic  motor indus- 
try, like Denmark, where  in the first year  1,215 cars 
were  sold, and in Finland where ,  in the same y e a r - -  
1964 - -  3,321 cars were  sold. 

These efforts to open up the European market  for 
their automobiles  demonst ra te  quite clearly the Jap-  
anese in teres t  in changing the pat tern  of their  t rade  
relat ions with Wes te rn  Europe. ho. 
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