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INTERVIEW

Should, and Can, the State Promote Export?

In spite of all professions in favour of o free market economy and liberalisation, measures
for increasing exporis are continuously extended in the indusirial countries. This procedure
creates numerous problems: Are such interferences with the economic process consonant
at all with the existing economic order? Are government institutions suited for taking the
right measures without delay in view of the rapid changes in the economic process? What
are the aims of such a promotion policy? Is price stability not particularly endangered by
additional exports at the present moment? INTERECONOMICS * discussed these problems
with representatives of the Federal Ministry for Economic Affairs, the German private
economy and the ltalian Institute of Foreign Trade which is exemplary in the field of
export promotion.

Fundamental Change of Export Policy not Required

Interview with Fritz Berg, President of the Federal Association of German Industry

INTERECONOMICS: Mr Presi-
dent, the free, dynamic entrepre-
neur is a major factor in a market
economy. An enterprising concern
is continually trying to exploit
market opportunities, and takes
risks in doing so; this has a deci-
sive effect on the economy.
Through his competitiveness and
his own abilities, the entrepreneur
establishes a position for himself
in the market. Or so economic
theory teaches us! Recently the

entrepreneurs have been calling
more and more for an improve-
ment in, and intensification of ex-
port promotion by the State: what
is the basis for this call?

BERG: It is quite true that the
abilities and competitive power of
the entrepreneur are of prime im-
portance to the entrepreneur pur-
suing his market activities. Com-
petitive power in foreign markets
will naturally be influenced to a

FRITZ BERG

was born as son of an entrepreneur owning a medium-sized enter-
prise in Altena/Westphalia. He studied economics and business
administration at Cologne and then, following the advice of his
teacher Schmalenbach, worked in the United States and Canada
for several years before he entered as authorised signatory his
father's firm, whose sole owner he has been since 1940. In
August, 1946, he was elected President of the Chamber of Industry
and Commerce at Hagen and in the same year he became Presi-
dent of the Association of Iron-, Tin-plate- and Metal-working
Industries whose head he is now for 20 years. His efforts for the
formation of an industrial parent association led to the establish-
ment of the Federal Association of German Industry whose first
and only President Fritz Berg is until today. In 1951, for the first
time since the end of World War II, a German delegation headed
by him took again part in the International Congress of Indus-
trialists at New York. As a convinced European Fritz Berg has
time and again used his influence for the establishment and
further extension of the European Coal and Steel Community and
the EEC whose functioning is essential to German industry.

large extent by the price and cost
structure in the domestic market.
Next to the efficiency of the indi-
vidual entrepreneur, a stable price
policy has the most influence on
the position of German industry
in foreign markets.

As for the ostensible demand,
by the entrepreneur, for State pro-
motion of exports, this seems to
me to call for some clarification
before we go any further. The ex-
port trade differs from domestic
trade in that it is beset with risks
which are beyond the control of
the entrepreneur: at the making of
contract, these risks are not to be
foreseen by the entrepreneur. Con-
sider, for example, the transfer
difficulties caused by lack of for-
eign currency, and political inter-
vention in commercial transac-
tions. These are the kinds of risks
which are covered, in all coun-
tries, by State export credit in-
surance. However, the extent of
protection guaranteed by the State
differs from country to country.

‘When the export economy calls
for adjustment and equalisation of
export credit, one should not refer
to it as “export promotion”. The
same applies to medium and long-
term financing of exports. In the

* The three interviews were arranged by
Dietrich Kebschull.
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field of exports of capital goods
—particularly to the developing
countries—conditions of payment
are becoming more and more im-
portant. The constant extension of
terms of payments leads to a
growing indebtedness of exporters,
who are financing long-term run-
ning credits in favour of their for-
eign customers. Because of this
enterprises are being forced to
play the rdle of bankers, and this
is a 1dle to which they are not
accustomed. The demand for ad-
justing conditions of financing to
the changed requirements of the ex-
port market, and the search for a
formula to free the exporters from
the burdens of long-term financing
are nof, under any circumstances,
to be equated with the desire for
elaborate promotion of exports.

INTERECONOMICS: 1Is it not
possible that the entrepreneurs
were unprepared, or insufficiently
prepared for the “consolidation”
phase in which we find ourselves
now and they are looking, there-
fore, to the State for support? For
many vyears everything was in
their favour, and high profits were
possible not so much due to their
enormous abilities but rather due
to exaggerated demand.

BERG: As a result of the con-
sistent "liberalisation” policies of
the Federal Government, ‘even
during the rehabilitation phase,
German industry was possibly
more exposed to free, international
competition than its European com-
petitors, It feels to be equal to fac-
ing foreign competition, provided
there are no initial handicaps to
be overcome. I have already indi-
cated the particularly important
spheres of State insurance cover
for export credit risks, and export
financing., Industry in other coun-
tries has many advantages in this
respect.

The extent of export risks and
of financial burdens is governed,
in large degree, by the percentage
of any loss which the exporter
himself has to bear. In France and
Britain the export credit insurance
covers political risks to the extent
of 90 to 959%,, and normal trading
risks to the extent of 85 to 90 %e—
in special cases these go up to
100 % The Federal Government,
on the other hand, sticks to the
principle that the entrepreneurs
have to accept 15%0 of the most
important political risks, and 20 %
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of the “insolvency” risks. This ex-
ample should show you that Ger-
man industry only demands parity
with its better-placed foreign com-
petitors.

INTERECONOMICS: Leaving
aside for the moment the acknowl-
edged desire for equality with for-
eign competitors in this respect,
there still remains the important
question whether State-directed
export promotion is meaningful.
Should the State try to achieve
any special aims, such as the de-
velopment of certain branches,
regions, etc., or should it set itself
more or less purely political
targets?

BERG: Any distortion of inter-
national competition through arti-
ficial export conditions is highly
dangerous and to be avoided at all
costs. I am glad to say that, in this
respect, the major industrial na-
tions are in full agreement.

The exports of a country are
also its visiting cards. A country
as highly industrialised as the
Federal Republic must take cog-
nisance of the effect on exports of
every decision in the political
sphere. The close inter-relationship
with industry in the European and
Atlantic spheres—and indeed with
the emerging nations overseas—is
an important factor in the inter-
play of political forces. That the
Federal Republic has been able to
regain its reputation and enjoy its
present political standing in the
world, is due to a considerable de-
gree to export activities since the
war. Only by conscientiously nur-
turing its export trade can the
Federal Republic live up to its
responsibilities as the second
greatest trading nation in the
world.

INTERECONOMICS: In the social
market economy system, the tar-
gets of full employment, a stable
level of prices and equilibrium of
balance of payments together with
economic growth are generally re-
cognised. Does the danger not
arise that, through an intensifica-
tion of exports, there will be a
risk of undermining price stability
—particularly in view of the full
employment which was achieved
some time ago? Or are you of the
view, Mr President, that German
economic policy must not neglect
exports since otherwise strong
losses in the rate of economic
growth {a decrease of wealth} are
to be feared all along the line?

BERG: The view that a high ex-
pori rate leads to price increases
has been widely expressed in the
past few years, when the Federal
Republic had a high rate of export
growth to record. In my opinion
this view is dangerous and false.
In many cases exports enabled in-
dustry to take full advantage of
capacity, and also made possible
a reduction in costs. Without ex-
ports, industry could not have held
its prices stable as it has done in
the face of currently rising costs.
Moreover, export, which accounts
for more than 16% of the total
industrial turnover, is a major fac-
tor in the business trend. The suc-
cess of its exports shows whether
Germany is keeping pace with in-
ternational technical developments.
Just now the relevance of exports
to the balance of payments prob-
lem is seen in the case of Great
Britain. The alarm signal sounded
by recent developments is not to
be ignored when we consider the
German balance of payments,

INTERECONOMICS: Exports can
be promoted by the use of more
or fewer measures. Do present
measures suffice, or should they
be improved? Or should new ways
and means be sought?

BERG: I do not believe that a
basic alteration of our export pol-
icy is called for. It is sufficient to
use the existing regulations to
achieve the desired aims. In this
connection, industry has welcomed
the action of the Federal Bank in
increasing the B ceiling of the
Export Credit Company, at least
as far as it alleviates a proportion
of the financial disadvantages:
these—for the German exporting
industries—arise from the astro-
nomical level of interest rates
which now exists. Much remains
to be done here. In addition the
competitive disadvantages in the
tax field must be eliminated at
last. As far as the classical means
of promoting exports are con-
cerned, the facilities offered by
the State are grossly inadequate
when they are compared with
those of other countries. For years
we have been agitating in vain for
a larger budget for the support of
German Chambers of Commerce,
abroad, for German participation
in foreign fairs and exhibitions.
and for general export publicity.

INTERECONOMICS: You have
already pointed out that exporting
brings increased risks, and, there-
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fore, heavier burdens, to the indi-
vidual entrepreneurs. Can these
burdens be lightened by promo-
tional policy, or is it not true that
only an exclusive club of major
exporters will be helped, while the
mass of medium-sized and small
businesses are left out in the cold,
even though they might participate
in exporting?

BERG: The strength of the Ger-
man export achievement derives
from the fact that it is not depend-
ent on the efforts of only a few
large firms but also by what is—
in comparison with other countries

—a large number of medium and
small firms. They would all bene-
fit from the measures we want for
a purposeful export policy.

INTERECONOMICS:  Promotion
policy is frequently equated with
a subvention policy, which, as is
being argued, affects overall eco-
nomic wealth. Is this view wvalid
when applied to German export
promotion policy?

BERG: No.
INTERECONOMICS: What is the

position of German industry over
the unification of promotional

measures in favour of export with-
in the framework of the EEC?
What effects can follow from such
a harmonisation?

BERG: What I have said gem-
erally on the subject applies basi-
cally to the EEC. Within a cus-
toms- and economic union it is ob-
viously urgent to arrive at an ad-
justment of competitive conditions
of the member countries, and to
eliminate distortions of competi-
tion. Nonetheless this “harmonis-
ing" process should be in accord-
ance with the policies of outside
countries.

Deliveries to Developing Countries Calling for Promoﬁon

Interview with Dr Giinther Keiser, Director of the Department “Foreign Trade
and Development Aid” in the Federal Ministry for Economic Affairs

INTERECONOMICS: Dr Keiser,
due to the activity of supra-
national organisations and to the
inception of the Common Market,
export promotion, in confrast to
the restriction of imports, is
steadily gaining in importance in
the field of foreign trade policy.
‘What measures does such a pro-
motion policy encompass?

KEISER: The first things to occur
to a straightforward businessman
will be export guarantees and se-
curities and what help the State
can give him in financing his ex-
ports. Alongside these, there is
that export promotion which—one
might say—has developed in the
course of history: for one thing,
all countries—including the Fed-

until 1964.

GUNTHER KEISER

is the present director of the department "Foreign Trade and
Development Aid” in the Federal Ministry for Economic Affairs
at Bonn. Ministerialdirektor Dr Keiser is no
although in 1927 he started his professional career in the Reich
Statistical Office after studying economics and history at Berlin
and Jena. Already after two years he left this position in order to
join the Institut fiir Weltwirtschaft at Kiel where he took charge
of the administration of an affiliated Institute for Academical-
Professional Problems. After the overturn of 1933 he became an
economic journalist and worked at Berlin for the VoB'sche Zeitung
and the Frankfurter Zeitung. In 1937 he took over the manage-
ment of “Wirtschaftsgruppe Privates Bankgewerbe”
Group of Private Banking Business) and in this position published
the periodical "Bankarchiv® (later “Bankwirtschaft”).

Dr Keiser was one of the first economists whom the British Zonal
Administration entrusted with the organisation of an economic
administration. In more or less leading positions he took part in
the establishment of a Federal German Economic Administration
in all its phases at Minden, Frankfurt and Bonn. Between 1952
and 1955 he was granted leave to work for a leading German
paper-combine, the Feldmiihle AG. In 1956 he went to Paris to
join the European Economic Council and the later OECD {Organ-
isation for Economic Co-operation and Development} where he
was in charge of the section "Trade and Payment Transactions”

“careerist-official”

(Economic

10

eral Republic of Germany—have
commercial departments in their
Embassies and Consulates abroad.
We try to send highly qualified
people to represent us abroad who
are capable of advising firms or
the Government so as to promote
commercial relations with all these
countries, On the other hand, we
have the recognised Chambers of
Commerce, which while deriving
from private enterprise, also re-
ceive subsidies from the Federal
budget. And finally, in the budget
for our Ministry you will find this
year the not insignificant figure
of DM 12 million for the promotion
of Exhibitions and Trade Fairs.
These funds serve to organise Ger-
man pavilions and information
stands at a great many interna-
tional fairs and, without giving
information about the specific
business of firms, help to promote
exports in general. And, last but
not least, the Bundesstelle [ar
AuBenhandelsinformation, BfA
{Federal Agency for Information
on Foreign Trade). This latter has
a budget of almost DM 5 million.
So you see, the Federal German
Republic is prepared to spend a
good deal to give our economy the
up-to-date information which may
be of use to it in exporting. The
Bundesstelle publishes a whole
mass of literature: the "News for
Foreign Trade" (Nachrichten fir
den AuBenhandel/NfA), which ap-
pears daily, the weekly Foreign
Trade Service {AuBienhandelsdienst)

INTERECONOMICS, No, 9, 1966



and pamphlets incorporating data
on counfries in which individual
exporters are interested. This is
what is basically thought of today
as export promotion.

INTERECONOMICS: Would you
also consider the refunding of
turnover tax, as under the present
system of the "gross all-phase tax”
or the coming system of “added
value taxation” (Mehrwertbesteue-
rung) to be a sort of export pro-
motion?

KEISER: Both as a representative
of the Government and also as an
economist, I am forced to say that
I do not think of these as measures
to promote exports. Of course,
certain circles (mainly in the
United States) accuse us of this
and say: “What you are doing is
covert export promotion and
amounts to unfair competition,
since we have no comparable turn-
over tax and consequently no such
turnover tax refunding on ex-
ports.” In OECD, where I have
worked for many years, we have
studied this question in detail:
whether turnover tax refunding is
a neutral or a promotion measure.
Scientists and practitioners are un-
able to agree on this question. In
fact, I think a majority is of the
opinion that such refunding is only
intended to cover, where exports
are concerned, those taxes which
are normally incorporated in
prices, or at least should be so in
theory. Clearly, this does not al-
ways succeed technically; but both
OECD and GATT have built-in
provisions enabling complaints to
be made if a country pays genuine
export subsidies, through the re-
funding of turnover tax. This was
the case with Austria and in the
end Austria stepped down and in-
troduced a completely neutral
turnover tax system.

Ten vyears ago, of course, we
gave genuine tax incentives to
promote exports, even here in Ger-
many, in that we gave certain in-
come tax remissions to exporters.
But today there is a convention
under GATT whereby all the main
industrial countries have sclemnly
undertaken to give no tax privi-
leges, ie. tax remissions, for ex-
port. And this convention is
honoured.

INTERECONOMICS: In view of
the steps increasingly being taken
by foreign countries to promote
exports, the demand made by the
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Bundesverband der Deutschen In-
dustrie (Federal Association of
German Industry) for “fair" export
promotion is absolutely compre-
hensible; however, it remains a
moot point whether it is really
sensible, in the situations current-
ly obtaining in Germany-—we have
a positive trade balance, full em-
ployment and rising prices—to
encourage exports? Do not such
measures simply lead to an aggre-
vation of existing imbalances?

KEISER: To start with, we must
differentiate between what I called
export promotion measures which
own their growth to historical
reasons and those which are prob-
ably most in your mind: guaran-
tees and securities and the financ-
ing of exports. As far as this latter
category is concerned, you must
not forget that over 95% of such
transactions relate to trade with
developing countries and with the
Eastern bloc and that the whole of
this trade together does not
amount to more than 20% of our
total foreign trade. 80% of our
foreign trade is unaffected by such
measures. But trade with develop-
ing countries is a special case. It
is impossible simply to propose to
a firm that it should export to most
developing countries unless some
sort of institution—whether private
or under the State—assumes at
least part of the risk. In view of
the current financial and political
situation in the majority of devel-
oping countries this is an absolute
necessity. Furthermore, the buyers
in such countries, particularly in
large-scale transactions like those
with which we are primarily con-
cerned, are either the State or
large, semi-State  corporations
which do not dispose of sufficient
funds and consequently demand
credit terms which, considered cu-
mulatively, are way above the
capacities of most firms, so that
they have a certain justification in
demanding State support to finance
such transactions, The same goes,
naturally, for trade with the East.
Who could be expected today to
take on credit risks with credit
terms of seven or eight years for
export to Bulgaria or Rumania if
he is given no guarantee!

This type of export credit guar-
antee to developing countries and
in the East, and also State aid for
financing long-term deals, is some-
thing done by every country and
all countries are forced into

this because of the special char-
acter of the market. It is regret-
table that such deals contain an
element of unfair competition with
regard to credit terms and other
conditions and that, even with the
help of the Berne Union and other
agreements, we have not yet been
able to restrict such competition.
But we shall not give up trying
and some time or other we shall
get a grip on these things. How-
ever, the whole promotion policy
is really a procedure forced upon
us because of the structure of our
foreign trade, but is not a factor
which exerts any very decisive in-
fluence upon the extent of this
foreign trade. Apart from this, it
must not be forgotten that al-
though our trade balance is again
—ithank God-—an active one, our
balance of payments was, up to
last month, passive and will prob-
ably remain so as long as Ger-
mans are so eager to rush abroad
and we are forced to increase our
labour force by employing foreign
workers,

INTERECONOMICS: Is it not true
that measures intended to lessen
risks and accommodate developing
countries are used in such a way
that they conflict with other aims
—for example, the stabilisation of
prices? For even if these amounts
are marginal, it may still be held
that it is precisely from such mar-
gins that disruptive influences
emanate.

KEISER: In a certain sense, that
is correct. But, looking back over
the last few years, you will see
that, according to the cyclical
trend, we have been sometimes
more generous, sometimes less. In
the period when we had a real ex-
port and balance of payments sur-
plus, the conditions upon which
export finance, export guarantees
and securities were granted were
considerably more severe. For ex-
ample, at that time we raised the
percentage of damages for which
the . contractor himself is respon-
sible—the so-called “exporter's
risk”. Today we are faced with the
question of whether we need to
change our attitude in order to
maintain the competitiveness of
our industry. From the balance of
payments aspect it would certain-
Iy be the right thing to do at this
time. And as far as the relation-
ship with domestic trade is con-
cerned, we are glad, from the point
of view of trade policy, that we
have been able to incite our in-
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dustry to export by placing restric-
tions upon domestic trade, thus
forcing industry back into true in-
ternational competition. In our
opinion, this will have very posi-
tive effects upon the level of do-
mestic prices.

INTERECONOMICS: In other EEC
countries, Italy and France, for ex-
ample, export promotion policies
are deliberately used to achieve
objectives of the domestic econ-
omy, as e.g. the promotion of cer-
tain lines of business or regions.
Are such objectives set in the
framework of German export pro-
motion policy too?

KEISER: I do not think so, any-
way not regional aims. As for the
promotion of certain sectors, there
is one case to which I can refer,
i.e. the shipyards, to which we do
give somewhat preferential ireat-
ment, since this is done by every-
one, on an international scale. All
we have done is to play along a
little. But this is the only case I
know about.

INTERECONOMICS: So we have
now worked out various targets.
Dr Keiser, are these targets laid
down by law or have they devel-
oped over time?

KEISER: They have developed
due to circumstances, in the same
way as it cannot be said that the
German Government follows a con-
sciously massive policy of export
promotion. We really tend more to
copy what other countries do, but
are not particularly insistent upon
such a policy.

INTERECONOMICS: The Federal
German Government is at present
concentrating on measures to les-
sen risks, to facilitate export fi-
nancing and the so-called classic
promotion of exports. Without a
doubt these measures will be of
great importance also in the fu-
ture. Are there other fields where
the State will also become active
or will some measures be aban-
doned in the first of these sectors?

KEISER: There will certainly be
no relaxation, since our balance of
payments position currently forces
us to be much more careful in
these fields. We can no longer
afford to accept losses on our for-
eign trade. In future, therefore, we
shall tend increasingly to favour
combining capital aid to develop-
ing countries with the normal in-
struments of export promotion—

12

such as guarantees and securities
—in order somewhat to improve
the position of our industry vis-a-
vis large-scale projects, mainly in
Latin America. With regard to
restrictions upon credit, we shall
also have to do a lot of thinking
about how we can prevent credit
restrictions from prejudicing too
greatly the financing of exports.
This, after all, is not the intention.

INTERECONOMICS: The Federal
German Government has not itself
undertaken the execution of such
measures, but has delegated them
to a wide variety of institutions—
mostly private ones—the conse-
quence being that the Government
can no longer intervene directly in
their administration. Why did this
delegation take place and what
conirols does the Federal German
Government have at its disposal?

KEISER: In fact, we are very
proud of having built up our ex-
port promotion in this way and we
believe that just because we have
introduced non-bureaucratic insti-
tutions we are able to operate
much more satisfactorily and more
rapidly and can achieve much bet-
ter results, Incidentally, all these
institutions are 100%, or nearly
100 %, State-owned. This is frue of
Hermes-A.-G. and also of the Kredit-
anstalt fir Wiederaufbau (Recon-
struction Loan Corporation). They
are controlled by their Superviso-
ry Boards, upon which are repre-
sented officials and Secretaries of
State, whose words swing deci-
sions. I can tell you from practical
experience that our cooperation
with these institutions works very
smoothly and, where public funds
are made available to these au-
thorities, such funds are naturally
supervised by the State Auditors
too.

INTERECONOMICS: Why are the
decisions of such institutions not
made public? Would that not be a
good thing for an effective policy
of export promotion?

KEISER: It is my feeling that
those sectors of the economy which
are involved would react to such
a thing with mixed feelings: glad-
ly, on the one hand, because it
would enable them to gain insight
into the business practice of com-
petitors; but reluctantly, where
their own business was concerned.
For basically, no one wants com-
petitors to know exactly with
whom a deal has been concluded
and upon what conditions.

INTERECONOMICS: Very often,
the granting of export promotion
facilities is hedged around with
tedious formalities of application.
Is there not a danger that the main
beneficiaries of the State policy of
promotion may be certain very
experienced firms—mainly very
large ones?

KEISER: Naturally there have to
be formalities, but so far I have
not really heard many complaints
about this. HERMES has no less
than 20 offices on Federal territory
frained to advise firms with no
experience in this field. The Kre-
ditanstalt fiir Wiederaufbau, KfW
{Reconstruction Loan Corporation)
and the Ausfuhrkredit-Aktienge-
sellschaft, AKA (Export Credit
Company)] work together with the
large banks and here, too, every-
body can participate, for every
enterprise has its bank. But it is
right to say that, in certain cir-
cumstances, it is easier for large
firms to carry out their propor-
tionately larger operations. They
come to Bonn and visit the Min-
istries. But this is only so for a
few really large deals which are
necessarily restricted to such firms.

INTERECONOMICS: What do you
think of the thesis that the State,
by its policy of promoting exports,
is merely subsidising exporters
since most firms would carry on
their export business even without
such assistance and that essential
promotional measures could well
be left to private institutions?

KEISER: A clear line must be
drawn here. As far as the histori-
cal or classical promotion of ex-
ports is concerned, this can really
only be done by the State under
these conditions. As far as export
guarantees are concerned, I have
already told you that these are
mainly connected with trade with
developing countries. And inci-
dentally—these guarantees are not
cheap. They are by no means sub-
sidies. Over the last years HERMES
has even made a profit. So it is
not true that the State has made
large contributions. It is only that,
in this field, the State takes over
certain risks and the operation is
thus spread over a broader basis.
Private insurance companies could
scarcely accept this type of risk,
particularly political risks like
those mainly involved. As to the
view that firms would export even
without State aid, it can also be
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said that firms quite obviously
have an wurgent need to insure.
And as far as financial assistance
is concerned, the State only inter-
venes because--and if—no other
means are available.

INTERECONOMICS: Is it not true
that certain insufficiently devel-
oped conditions—as, for example,
the HERMES credit ceiling—often
act as absolute obstacles to any
increase in exports?

KEISER: That is hardly so. The
establishment of ceilings for indi-
vidual countries has proved valu-
able to both creditors and debtors.
On the one hand, it avoids exces-
sive indebtedness on the part of
any one purchasing country and,
on the other, the contractor is, in
a way, protected, since he partici-
pates in any loss to the extent of
the "exporter’'s risks”.

INTERECONOMICS: What do you
think of German promotional
measures compared with those in
use internationally?

KEISER: There is no doubt that
hitherto the German Government
has been prudent and moderate in

its measures, On the other hand,
however, the HERMES guarantee
of DM 17,000 million is a consider-
able part of the budget. I think,
by and large, we steer a good
middle course.

INTERECONOMICS: On what
basis do you arrive at this con-
clusion?

KEISER: Both through the Berne
Union and also through EEC and
OECD, we look very carefully to
see where we can glean important
information on a government level.
However, it is extremely difficult
to make an international compari-
son as this is only possible in ac-
tual individual cases.

INTERECONOMICS: Is there not
a good case for endeavouring to
obtain uniformity of the measures
for the promotion of exports in
force in various countries—at least
inside EEC?

KEISER: It would be very sen-
sible to do so, provided this is
done to prevent exaggeration by
individual countries. Precisely be-
cause of the weakness of the
Berne Union, EEC should be a very

Results more than Satisfactory

suitable instrument for achieving
such uniformity on government
level, But until such final harmoni-
sation is achieved—and in spite of
certain successes in individual sec-
tors—a great many more attempts
will have to be made.

INTERECONOMICS: Would the
Federal German Government aban-
don its export promotion policy
completely if the main competitor
countries on the world market
were to do the same?

KEISER: Here, too, we must dif-
ferentiate between different cate-
gories of measures. There would
be no sense in abandoning the so-
called classic export promotion,
and even in the field of guaran-
tees, securities and financial assis-
tance, State support is absolutely
essential if trade with the develop-
ing countries and those of the
Eastern bloc is not to fall away.
It is therefore inconceivable that
these should be abandoned. The
only question is how to reach a
better adjustment in the adoption
of such measures, and this is really
more in the sphere of international
uniformity.

Interview with Professor Dr Antigono Donati, President of the Italian Foreign

Trade Institute

INTERECONOMICS:  Professor
Donati, over the last few vyears
Italian exports have risen con-
stantly. Last year alone exports
increased by a good 20 %, Exports
to EEC countries rose by 28 % and
those to the Federal German Re-
public by as much as 35%. But in
spite of this striking success, Par-
liament will now pass a law deal-
ing with the insurance and financ-
ing of exports which considerably
extends the provisions of the cur-
rently valid Law No. 635 of 5th
July, 1961, What do you consider

to be the reason for such a
measure?
DONATI: The reasons for the

new draft bill on the insurance
and financing of export credits
spring from the widespread desire
to adapt insurance provisions as
far as possible to those of the
other, better developed, industrial
countries, EEC member states in
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particular. The work being done by
the Community which is endeav-
ouring to achieve conformity in
the insurance systems of the coun-
tries involved shows that the pro-
visions current in Italy give our
exporters less protection, whether
with regard to the extent and the
content of the risk coverage or in
respect of coverage percentages
and the technical aspects: estab-
lishment of damages and compen-
sation for such damage.

The new bill also takes into
account the urgent demand for
larger funds to finance credit terms
granted by our exporters to for-
eign buyers, and it attempts to
improve the system’s operation by
including measures aimed at more
effective and rapid action by
medium-term credit institutes.

INTERECONOMICS: Small and
medium-sized firms, in particular,
are expecting to get considerable

advantage from this new arrange-
ment., How far will the new law
fulfil their expectations?

DONATI: Small and medium-
sized firms should really find that
insurance opportunities are im-
proved, due in particular to anti-
cipated State action regarding
guarantees on short-term com-
mercial risks, The bill provides
that the State shall act as re-
insurer for the private sector and
thus makes use of private insur-
ance companies when particularly
profitable situations arise or can
limit itself to promoting exports
vis-a-vis certain markets.

We know that on the basis of
the present Law No. 635 of 5th
July, 1961, the State does not in-
tervene to cover normal commer-
cial risks. In the new bill it is laid
down that the State shall cover
such risks directly, where medium-
term credits are involved. The
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introduction of a global policy is
certainly aimed at improving in-
surance opportunities for the
smaller firms. At present, insur-
ance guarantees are only granted
for certain delivery contracts
which have to be concluded with
every foreign client separately.

INTERECONOMICS: will firms
in Southern Italy obtain special
facilities for financing and insur-
ing exports through the Istituto
Nazionale delle  Assicurazioni,
INA, (National Insurance Institute)
and the MEDIOCREDITO?

DONATI: The new provisions
are sure to be useful also to firms
in the South, but they apply to all
exporting firms in Italy, irrespec-
tive of where the firm is located.

INTERECONOMICS: The insur-
ance and financing of exports,
which is generally considered to
be one and the same thing, has
been passed in Italy to a variely
of institutions—INA, MEDIOCRE-
DITO and ICE—and some of these
have yet other tasks, Would it not
be more practical, for the success
of our export promotion policy, to
have one central institute?

DONATI: I think I should state
briefly here what the tasks of
INA, MEDIOCREDITO and ICE are
under the current system of insur-
ing and financing export business,
Incidentally, the new law does not
change these tasks. ICE is respon-
sible for examining insurance ap-
plications made by exporting firms

and passes these on to a special
inter-Ministerial committee for de-
cision; the administrative office of
this committee is located within
ICE. ICE also acts as secretariat
for this committee. Decisions
reached by this inter-Ministerial
committee are then put into prac-
tice by INA, which deals with is-
suing insurance policies on behalf
of the State.

Based on Law No. 633, MEDIO-
CREDITO is allowed to make
available funds to the medium-
term credit institutes up to 75%
of the amount which each such in-
stitute has made available for
financing in favour of Italian ex-
ports. MEDIOCREDITO, which
works exclusively with funds
derived from the State budget, is
an institute of “second instance”,
i.e. it has no direct contact with
exporters. In order to obtain fi-
nance, exporters have to apply to
institutions which arrange medium-
term credits—such as the Istituto
Mobiliare Italiano, Efibanca, Medio-
banca, Centrobanca ICIPU, Inter-
banca, etc, MEDIOCREDITO's in-
tervention increases the funds
available for financing export
credits and this also means that it
is possible to enforce a monetary
policy which leaves our exporters
competitive in respect of payment
of interests costs.

The receipt of funds for financ-
ing export credits from MEDIO-
CREDITQO and the other institu-
tions mentioned is conditional
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upon assignment by the exporter
of all rights under the State guar-
antee.

The present system appears to
accord perfectly with this organi-
sation and, so far, it has worked
extremely well,

INTERECONOMICS: The new bill
also contains a great many de-
tailed provisions, and since it at-
tempts to cover every conceivable
case of insurance and financing, is
very difficult to summarise. It also
seems difficult for such hard and
fast provisions to provide satis-
factorily for short-term require-
ments of commercial policy. Do
you not think that simple statutes
are more effective—as, for instance,
those of the German HERMES-
Kreditversicherung—since they
leave more to the discretion of the
administrative committee?

DONATI: It is a characteristic
of Italian laws that they go into
very minute detail and therefore
give very limited discretion to the
executive bodies. This is a prob-
lem which has been widely dis-
cussed by economists. But if the
new arrangement is compared with
the old law, I must say that the
latter provides that many of the
basic insurance provisions can be
determined or amended by admin-
istrative decision; in addition, the
afore-mentioned  inter-Ministerial
committee has certain powers in
this connection.

INTERECONOMICS: The guar-
antee against price increases dur-
ing the period of production—apart
from Italy, such a guarantee only
exists in France—is to be retained
in the new law. Does this give
Italian exporters definite competi-
tive advantages on the world
market?

DONATI: This guarantee against
increases in production costs has
never been used in practice; Ital-
ian exporters do not consider this
guarantee to be of advantage to
them, due to the restrictions in the
law itself, and in the general con-
ditions under which the policy is
issued.

INTERECONOMICS: What type
of consignments are normally in-
sured and financed, and to whom?

DONAT!: Law No. 635 has been
used so far for the export of in-
dustrial plant, machines and equip-
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ment. Plant for mining, the petro-
leum industry, the metal and me-
chanical industries and the chemi-
cal and synthetics industries, in
particular, have taken advantage
of the opportunities for insurance
and medium-term finance. And a
great number of machines for the
electrical and electro-mechanical
industries and the textile and
clothing industries have also ben-
efitted from these promotional
measures. The main countries to
receive consignments insured and
financed in this way are Argen-
tina, Yugoslavia, Brazil, Indonesia,
USSR, India, Mexico, Turkey and
Peru.

INTERECONOMICS: When insur-
ing export credits, it is also pos-
sible to insure credits which—in-
dependently of Italian exports—
are given purely for the economic
development or reorganisation of
the recipient country. In view of
the amounts necessary for this and
the credit insurance funds which
are made available, does this have
any particular significance or are
these provisions merely formal
ones?

DONATI: It must be remembered
that there is no provision in the
Italian budget for this type of fi-
nancing credit; this is mainly due
to the budget difficulties deriving
from the large amounts required
to reorganise the structure of the
national economy. For this reason,
these institutes grant medium-term
State financing credits using funds
raised on the domestic capital
market., Under the said law, the
State gives a similar guarantee to
the credit institutes. In practice,
the sum total of credits intended
for the economic development and
reorganisation of beneficiary coun-
tries has not reached a very high
figure since the available funds
are allocated to those countries
which do not appear to be in a
position to transfer punctually the
credit instalments due. The inten-
tion of the Italian Government to
grant facilities to developing coun-
tries by granting delivery credits
without strings is restricted by the
possibilities of the domestic capi-
tal market and, in particular, by
the demands upon the budget.

INTERECONOMICS: You, Profes-
sor Donati, are President of ICE,
which is celebrating its fortieth
anniversary this year. Only this
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year the ICE administration has
been given new directives. What
is it expected to achieve thereby?

DONATI: 1f we consider the
basically positive results of the
last few years—in the period from
1960 to 1865 our exports rose from
Lire 2,280 to 4,493 million, ie. by
around 97 %/s—and taking into con-
sideration the practically wunani-
mous approval of manufacturing
firms and other organisations in
this field, we can feel certain that
the best possible type of promotion
has been achieved.

It is true that over these years
international trade as a whole has
greatly expanded. We should
therefore consider the adaptation
and perfecting of those technical
instruments which allow us to
achieve a general increase in
trade, rather than new tendencies
in promotional policy. The new
ICE measures are also intended fo
achieve this aim.

INTERECONOMICS: What do you
think of the successes achieved by
the activities of ICE during the
last few years-—particularly in the
developing countries and in those
of the Eastern bloc?

DONATI: As I said, we can be
more than satisfied with the re-
sults of ICE's activity over the
last few years.

As far as the developing coun-
tries are concerned, any policy of
promotion has to take into account
the special characteristics of each
individual market. Many of these
countries only gained their inde-
pendence after 1960 or suddenly
found themselves involved in far-
reaching processes of internal
structural changes. For this reason,
ICE's activity has been concen-
trated in particular upon studying
these markets in the wake of such
changes, in order to facilitate an
effective and suitable market pen-
etration. The first results can al-
ready be seen—the increase in
trade by 58.2%. between 1960 and
1965 testifies to this—but future
results will be even better. The ef-
fects of our promotional activity
will show over time. As far as the
Eastern bloc countries are con-
cerned, the position is quite differ-
ent, In their case, Italian promo-
tional activity has had to adapt it-
self to the new trend in trading.
Thus, our entry into the Chinese

market was supported by the
opening of an ICE office in Pekin,
and in Eastern Europe an office has
been operating for some time in
Warsaw. Naturally, the extremely
good results which have been
achieved in this area—the volume
of exports to the Eastern bloc rose
in the period from 1960 to 1965 by
82.3 Yo—are an incitement to in-
tensify yet further our promotional
activity in these markets by ex-
tending the network of ICE offices.

INTERECONOMICS: Can the ef-
fects of Italian promotion be
stated quantitatively?

DONATI: As you can easily
imagine, it is not possible to state
the results of our promotional pol-
icy in gquantitative terms; because
trade tends to become more and
more interwoven and it is impos-
sible to isolate those transactions
which are owed to any specific
piece of export promotion.

There is no doubt that our pro-
motional policy has had a great
influence upon the constant growth
of our exports—as I said, these
have doubled between 1960 and
1965, On the other hand, it is also
possible that certain transactions
are owed to incentives other than
promotion by ICE.

INTERECONOMICS: Would Italy
abandon its promotion schemes if
the other important trading coun-
tries of the world were to do the
same?

DONATI: If you mean that pro-
motion embracing measures to ac-
quaint foreign countries with a
certain product, there is absolutely
no question of any country aban-
doning this type of promotion. On
the contrary, in a market such as
ours, where specialisation is in-
creasing, trade expanding and com-
petition becoming more severe, it
is essential for “promotion” to be
intensified. If you are referring to
measures in support of exporis—
as, for example, credit insurance
and financing-—this is also a pro-
cess which cannot be reversed. On
the other hand, it is possible that
as international trade tends in-
creasingly to overlap, other meas-
ures—such as the refund of turn-
over tax and other duties, or
special rail rates—will be covered
by multi-lateral agreement or that
such measures may even be aban-
doned or amended.
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