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COMMENTS 

Coffee Conference 

Chacun pour soi et ICO pour t o u s . . .  

L i k e  most  of the  world  commodi ty  marke t s  the  in ter -  
na t iona l  coffee marke t  is charac te r i sed  b y  a produc-  
t ion exceed ing  total  demand.  A pr ice  decline,  how-  
ever,  which would  occur  in  a f ree  marke t  is p r e v e n t e d  
b y  the  marke t  regula t ions  of the  In t e rna t iona l  Coffee 
A g r e e m e n t  ex is t ing  s ince  1962. Establ ished,  to the  
g rea te r  part ,  in  f avour  of the  mos t ly  u n d e r d e v e l o p e d  
p roducer  c o u n t r i e s - - t o  g u a r a n t e e  them a ce r t a in  
amoun t  of expor t  p r o c e e d s - - a n d  to the  smal le r  part ,  
in favour  of the  indus t r ia l i sed  consumer  c o u n t r i e s - -  
to avoid  shor t - t e rm pr ice  f l uc tua t ions - - , t he  a g r e e m e n t  
cuts the  wor ld  supply  of coffee b y  a yea r ly  r e n e w e d  
expor t -quota  sys tem unt i l  suppIy  meets  to ta l  demand .  
By this  p rocedu re  it seems to be  r e l a t ive ly  ea sy  to 
reach pr ice  s tabi l i sa t ion,  bu t  it is qui te  clear,  too, t h a t  
this  end  is reached  at the  expense  of s tead i ly  g rowing  
coffee-stocks in the  p roduce r  countr ies .  The  evi l  in 
the  world  coffee m a r k e t  is no t  rooted  out  gen t ly  b y  
this  measure .  

But the  r ecen t  double  sess ion  of the  In te rna t iona l  
Coffee Organ i sa t ion  (ICO) in London at leas t  has  
ra ised  hopes  of a long- te rm se t t l emen t  of this  key  
issue. Firs t  the  expor t -quo ta  sys tem has  been  improv-  
ed to achieve  a more  f lexible  ad jus tmen t  of supp ly  
and  demattd.  More  essent ia l ,  however ,  seems to be  
the  fact tha t  the  so-cal led "hardsh ip  waivers" ,  which 
comple te  the  sys tem of basic  quotas  and specia l  ex- 
por t  au thor isa t ions ,  h a v e  b e e n  connec ted  wi th  the  
obl iga t ion  tha t  20~ of fore ign exchange  ea rn ings  to 
be  ga ined  from such "wa ive r s "  have  to be  used  for 
f inancing a d ive rs i f i ca t ion  and  deve lopmen t  pro- 
gramme.  

Both a r r angemen t s  po in t  out  tha t  the ICO has  recog- 
n ised  the  on ly  wa y  to ove rcome  the  p e r m a n e n t  dis- 
equi l ibr ium in the  coffee m a r k e t . - - B u t  the ICO a lone  
will h a r d l y  real ise  its ideas because  of the  differ ing 
in te res t s  of the  va r ious  m e m b e r  countries.  The pro- 
ducer  count r ies  t h e m s e l v e s  h a v e  to th ink  over  the i r  
coffee pol icy  and to care  for adequa te  measu res  to 
keep  the  coffee crop wi th in  r easonab le  l imits and  to 
ease  the  n e c e s s a r y  s t ruc tu ra l  change from single-crop 
fa rming  to an  indus t r i a l i sed  economy.  A pos i t ive  
example  seems to b e  g i v e n  b y  Brazil, n u m b e r  one 
among  the  coffee p roduc ing  countr ies .  Jus t  r ecen t ly  
Pres ident  Caste l lo  Branco p roc la imed  the  r e t u r n  to a 
rea l i s t ic  coffee pol icy and  o rde red  the  des t ruc t ion  of 
350 mil l ion coffee bushes .  

At  any  case the  fu ture  paroIe  for all coffee p roduc ing  
count r ies  has  to b e  the  v a r i a t i o n  of an  old French  
.sentence a t t r i bu t ed  to Mon te squ i eu :  C h a c u n  pour  soi 
et  ICO pour  tous . . .  ha.  

West German Foreign Trade Policy 

Export Promotion in Slices 

A shor t  t ime ago the  Federa l  G o v e r n m e n t  improved  
i ts  s y s t e m  of f inanc ing  expor t s  and  n o w  it has  a lso 
m a d e  expor t  c red i t  ir~surance (HERMES} more  a t t rac-  
t ive :  as of 1.9. 1966, G e r m a n  expor t e r s  a re  ab le  to 
o b t a i n  full i n s u r a n c e  c o v e r  aga ins t  embargo  risks. 
H i the r to  this  r i sk  was  on ly  c o v e r e d  if it was  caused  
b y  a fore ign  g o v e r n m e n t  af ter  a con t r ac t  h a d  b e e n  
concluded.  Now G e r m a n  expor te r s  can  also o b t a i n  
c o v e r  aga ins t  ac t ions  of the i r  own  G o v e r n m e n t  affect-  
ing expor t  con t rac t s  a l r eady  concluded.  

This n e w  a r r a n g e m e n t  is a v e r y  u n c o n v e n t i o n a l  m o v e  
on  the  pa r t  of t he  Federa l  G o v e r n m e n t ,  e v e n  if i t  is 
to b e  r eg re t t ed  t ha t  expor t  p r o m o t i o n  is not  ba sed  on  
a compac t  scheme, bu t  is done p iecemeal .  All  the  same,  
this  n e w  measu re  m e a n s  tha t  the  G o v e r n m e n t  is mak-  
ing it  poss ib le  for expor te rs  to p ro t ec t  t h e m s e l v e s  
aga in s t  imponde rab le s  of which it m i g h t  be  the  cause.  
In a n y  case  of Sta te  induced  damages  HERMES Credi t  
I n s u r a n c e  C o m p a n y - - a n  ins t i tu te  which the  Sta te  en- 
t ru s t ed  wi th  the  cove rage  of expor t  r i sks - -wi l l  in- 
t e rvene .  W h a t e v e r  the  pol i t ica l  d rawbacks  of th is  
dec is ion  m a y  be, its economic  resu l t s  will  ce r t a in ly  
be  a d v a n t a g e o u s  for G e r m a n  fore ign  t rade  re la-  
t ions.  Perhaps  i t  will  also he lp  in ge t t ing  the  un-  
rea l i s t ic  embargo  upon  la rge-s ize  p ipes  lifted, so t ha t  
t r ad i t iona l  German-Sov ie t  t r ade  can  be  revived,  schi. 

Raw Material Markets 

Tin Agreement Not Tried Yet 

T h e  Firs t  Tin A g r e e m e n t  (I956-61), b o r n  in an  e ra  of 
b u r d e n s o m e  supply, was  r e a s o n a b l y  successful  in ba!- 
anc ing  the market .  The Second A g r e e m e n t  (1961-66) -  
wi th  t in  in shor tage  an'd the Gene ra l  Services  Ad- 
min ins t r a t i on  re leas ing  surplus  t in f rom its Na t iona l  
S t o c k p i l e - l o s t  its s tabi l is ing inf luence  on the pr ice  of 
tin. W e  were  back to the free p l a y  of the marke t ,  
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w h e n  a str ike in a tin mine, t ranspor t  difficulties or 
a lock-out in consuming industr ies  led to cons iderable  
pr ice  fluctuations.  

The events  of the past ten years  have  proved  impres-  
s ively  that  an in ternat ional  commodi ty  agreement  can 
work  in t imes of over -supply  by  means  of expor t  
control  and buffer stock operat ions,  if all the big pro- 
ducing countr ies  are members .  However ,  in times of 
under - supply  it must be descr ibed as a failure, if some 
of the wor ld ' s  biggest  tin consuming countr ies  are  not 
members  of the agreement .  

The Third Internat ional  Tin Agreement ,  which en te red  
into force provis ional ly  on Ju ly  1, 1966, may be an 
insurance  of the producing countries against  the ra iny  
day. Unde r  the  prevai l ing  c i rcumstances  its object ives ,  
"to p rov ide  for ad jus tment  be tween  world product ion  
and consumption of tin", "to p reven t  excess ive  fluc- 
tuat ions in the  price",  to make ar rangements  in order  
"to mainta in  and increase  the expor t  earnings . . .  of 
the deve lop ing  producing countries" on the one hand 
and "to secure  an adequate  supply at pr ices  fair to 
consumers"  on the  o ther  hand, etc., do not  appear  
v e r y  realist ic.  The increase  in the floor and ceilin 9 
pr ices  of the Tin Buffer Stock in July, 1966, means  a 
re la t ive ly  little change of this situation. 

As long as the Uni ted States, the Soviet  Union and 
Wes t e rn  Germany  as major  tin consuming countr ies  
do not jo in  the agreement ,  there  will never  be an In- 
t e rna t iona l  Commodi ty  Agreemen t  within the mean-  
ing of the  Havana  Charter .  

sto. 

Trade by Aid 

Marketing in Developing Countries 

The opening up to t rade of markets  in industr ial  
countr ies  is a s t e r eo typed  demand of the "Third 
World". Al though justif ied,  it is easi ly used to diver t  
us from a more  impor tant  problem: what  is the use of 
marke ts  being open if people  are unable to sell  in 
them? In the tong t e rm it is pract ical ly  useless  to grant  
sales  guarantees ;  deve lop ing  countries have to learn 
to sell their  products .  The Import Exhibition in Berlin 
showed that  deve lop ing  countries a re  beginning to 
recognise  this need.  Not only has the number  of ex- 
hibi tors  grown;  the re  is also a great  improvement  in 
quality. Deve lop ing  countr ies  have  begun to make  
use of modern  t rad ing  and selling methods.  Devel-  
oping countr ies  no longer  shy away from the "hard 
s e l l " - - a s  used in d e v e l o p e d  countries. This is a good 
school and the bes t  way  to successful  selling. "First 
sell, then produce" ,  said an exper t  in Berlin; there is 
a lot of truth in this.  Mas te ry  of modern  "market ing" 
techniques is at l eas t  as important  as sufficient pro- 
duction capaci ty  and strong qual i ty-consciousness .  
Promising support  from industrial  countries is avail- 
able here. Comprehens ive ,  synchronised measures  for 
the promot ion of expor t s  in developing countr ies  are 

an effect ive  way  of facil i tat ing the incorporat ion of 
the  la t ter  into a world economy based  on division of 
labour. The ass is tance  g iven by  the Federal  German 
Republic can  se rve  as an example.  Ira. 

Argentina 

"Social Market Economy" 

In Argent ina ,  the economic sys tem appears  to vary 
wi th  e v e r y  change of government .  Recent ly  Signor 
Salamei, the  Minis ter  for Economic Affairs in the new 
Ongani,a Government ,  draf ted a p rogramme envisaging 
re l ibera l i sa t ion  from a s ta te -d i rec ted  economy to a 
"social  marke t  economy".  ("Social market  economy" 
is the official term.} 

This broad pa le t te  of economic  innovat ions  stretches 
from the re laxat ion of foreign cur rency  control,  
through inhibi t ion of inf}ation and encouragement  of 
pr iva te  in i t ia t ive  to modif icat ion of wage pol icy and 
the ra t ional isa t ion and reorganisa t ion  of the apparatus  
of government .  However ,  it is significant that  the 
economic  p rogramme is content  to p resen t  a list of 
a l l -embracing principles wi thout  indicat ing any prac-  
tical w a y  of putt ing them into practice.  A favourable  
economic deve lopment  and a two-year  "tolerat ion 
agreement"  wi th  the Peronis t  unions init ially crea ted  
for the new Government  concomitant  c i rcumstances  
which underp inned  the bel ief  that  it would be pos- 
s ible to achieve speedy  real isa t ion of these plans. 

Meanwhi l e  Salamei 's  p rog ramme has met  wi th  in- 
creas ing opposit ion.  It has been  necessa ry  to modify 
cons iderab ly  the line or iginal ly  taken. The recom- 
men d ed  free decision of p roducers  and consumers  has 
for ins tance  been  l imited and on the foreign exchange 
market  as wel l  as in wage  pol ic ies  the old state  of 
affairs prevai l ing in the days  of Illia has returned.  It 
is difficult for results  achieved hi ther to  to be cata- 
logued under  the concept  of "social market  economy"  
as we  unders tand  it. 

It is impossible  for any crit ical appraisal  of all these  
economic measures  of Salamei 's  to avoid the impres-  
sion that  the Argent in ian  var ian t  of the sys tem of a 
"social market  economy" is absolute ly  different from 
what  we, in the Federal  German Republic, conceive  
such an economy to be and that  their  sys tem would 
be bet ter  descr ibed as " l iberal isat ion by  dir igis te  
methods  % 

Now that the fight against  inflation and a t tempts  to 
reduce the budget  deficit  have  not succeeded,  laws 
on domest ic  trade, a "Welfare  Ministry" and a "Na- 
tional Development  and Secur i ty  Plan" have become 
characterist ics  of current economic  policy. This makes 
it possible  for the Government  to under take  direct  
in te rvent ions  affecting the price sys tem and social  

structure.  It. 
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