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COMMENTS 

Export Promotion 

Causes for Lacking Competitiveness 

E x p o r t e r s  f r equen t ly  compla in  abou t  t he i r  lacking 
ab i l i ty  to compete .  Var ious  r easons  are  g iven  for 
this, bu t  the  a rgumen t s  a re  b e i n g  pu t  fo rward  w i t h o u t  
see ing  the  quan t i t a t i ve  impor t ance  of the  va r i ous  
factors  which impede  compet i t ion .  The  French fo re ign  
t r ade  consu l t an t s  h a v e  now  ca r r i ed  out  an  i nqu i ry  to 
r e m o v e  these  shor tcomings .  They  h a v e  looked  in to  the  
ma in  causes  w h y  in 1965 French en te rp r i ses  fa i led  to 
s e c u r e  107 orders  for capi ta l  goods to the  total  v a l u e  of 
3,000 mi l l ion  francs.  They  found  t ha t  55 ~ of the  
o rders  were  missed  because  French pr ices  w e r e  too 
high~ 20 0/e could no t  be  s ecu red  becaus e  c redi t  con-  
d i t ions  we re  u n f a v o u r a b l e  in compar i son  w i th  fo re ign  
competi tors~ 12 ~ we re  due  to g r a v e  mis takes  or the  
lack of f lex ib i l i ty  on  the  p a r t  of the  French company~ 
and  5~ were  missed  owing  to the  absence  of a 
su i t ab le  se l l ing o rgan i sa t i on  abroad.  

It  is r eg re t t ab le  t ha t  a s imilar  c o m p r e h e n s i v e  inves -  
t iga t ion  as to q u a n t i t a t i v e  causes  has  not  b e e n  m a d e  
in G e r m a n y  w h e r e  i t  is b a d l y  needed .  It shou ld  de ter -  
m ine  to w h a t  ex t en t  G e r m a n  expor te r s  are p laced  a t  
a d i sadvan tage .  A t  the  same  t ime it could se rve  as a 
s t a r t ing  po in t  for a sys temat ic  pol icy  of expor t  pro- 
mo t ion  and  m a k e  i t  poss ib le  ~o assess  in t e rms  of 
v o l u m e  the  resu l t s  t ha t  could be  expec ted  from n e w  
measu re s  of promot ion.  Such a quan t i t a t i ve  d isc losure  
of the  weak  poin ts  in G e r m a n  expor t s  would be  more  
useful  t han  the  f requent ,  more  or less genera l i sed  
demands  for b e t t e r  g o v e r n m e n t  suppor t  which are  pu t  
fo rward  unde r  the  p r e t ex t  tha t  the  sys tems of expor t  
p r o m o t i o n  in compe t ing  foreign count r ies  are  b e t t e r  
deve loped  than  in Germany .  ste. 

Subsidies 

Impediment to Development Aid 

, , A i d  to u n d e r d e v e l o p e d  count r ies  has  now  become  
accep ted  b y  a m a j o r i t y  of c ivi l ised persons  in much 
the  same way  as Chr i s t i an  mora l i ty :  an  admi rab l e  
th ing  in pr inciple ,  of which it is i l l -mannered  to 
examine  the  app l i c a t i on  in detail ."  This  quo t a t i on  
appea r s  app rop r i a t e  if w e  look at  the  con t rad ic t ions  
in  our  d e v e l o p m e n t  pol icy.  

For  the  economic  g r o w t h  of the  deve lop ing  coun t r i es  
i n v e s t m e n t s  a re  n e e d e d  which can  f requen t ly  on ly  be  
made  if the  r equ i r ed  cap i t a l  goods can  be  suppl ied  
from abroad.  T h o u g h  t h e  impor t ance  of "portfol io  in- 

ve s tmen t s " ,  gifts and  c red i t s  f rom indus t r ia l  coun t r i es  
or f inanc ia l  con t r ibu t ions  from i n t e r n a t i o n a l  organisa-  
t ions  to the  economic  g rowth  in deve lop ing  count r ies  
shou ld  not  be under - ra ted ,  the  p roceeds  from those  
count r ies '  expor ts  dec i s ive ly  de t e rmine  the  abi l i ty  to 
impor t  cap i ta l  goods. The  w e a l t h y  indus t r i a l  coun-  
t r ies  are  ful ly aware  of these  cor re la t ions  and  are in 
fact, w h e n  g ran t i ng  d e v e l o p m e n t  aid, p ropaga t i ng  its 
na tu re  of "aid for self-aid".  

But  w h a t  does  ac tua l ly  happen?  In  the  Federa l  Re- 
publ ic  of G e r m a n y  the  c o n s u m p t i o n  of sugar  is large-  
ly  me t  b y  domest ic  p roduc t ion .  Subsidies ,  p r ice  ad- 
j u s t m e n t  l ev ies  for  impor t s  and  the  lega l  r egu la t i on  
of the  p r i ce  for suga r  h a v e  s t imu la t ed  domes t ic  out-  
put.  A t  the  same t ime  pr ices  o n  the  wor ld  sugar  mar-  
ke t  h a v e  d ropped  to such a low leve l  tha t  t hey  en- 
dange r  the  economic  s t ab i l i ty  and  d e v e l o p m e n t  p lan-  
n ing  in m a n y  suga r  p roduc ing  countr ies .  U n d o u b t e d l y  
these  coun t r i es  h a v e  to m a k e  more  efforts  to ad jus t  
the i r  e x p o r t  s t r uc tu r e  to the  t r e n d  of demand.  It  
should,  however ,  be  rea l i sed  t ha t  d e v e l o p m e n t  aid such 
as has  b e e n  g ran ted  so far  becomes  "c rooked"  i f - - a s  
in  the  case  of the  sugar  m a r k e t - - a g r i c u l t u r e  in  indus-  
t r ia l  coun t r i es  is be ing  fos te red  b y  subs id ies  and  
h i n d r a n c e s  to imports ,  wh i l e  for  a long  t ime now a 
surp lus  ha s  exe r t ed  p re s su re  on  wor ld  m a r k e t  prices.  
Thus  the  v e r y  means  are  be ing  w i t h h e l d  f rom devel -  
op ing  count r ies  which t h e y  n e e d  for changing  the i r  
economic  s t ruc tu re  and  for the  long- te rm g rowth  of 
t he i r  economies .  By ad jus t ing  d e v e l o p m e n t  pol icy  to 
the  who le  economic  pol icy  more  sensibly ,  the  same 
e x p e n d i t u r e  could secure  b e t t e r  results ,  sto. 

Export Stimulation 

Japan--the Winner in South-East Asia? 

~ ] h i l e  t he re  is no conv inc ing  w i n n e r  of the  post- 
~Vorld-War II conflicts in the  South-East  As i an  a rea  
in mi l i t a ry-s t ra teg ic  and  pol i t ica l  respects ,  i t  seems 
as if t he re  is a winner ,  at  leas t  in economic  respec t ;  
Japan .  

First  the  J a p a n e s e  economy took huge  a d v a n t a g e  of 
the  Korean  crisis in 1950/53. J a p a n  had  lost  about  one 
four th  of its na t iona l  w e a l t h  as a resu l t  of W o r l d  W a r  
II, bombings  of ma jo r  indus t r ia l  ci t ies had  d e s t r o y e d  
most  of J a p a n ' s  p roduc t ive  capac i ty  and  tha t  par t  of 
machinery ,  which had  r ema ined  ab le  to produce,  had  
b e e n  outmoded.  It was  on ly  the  o r ig ina l ly  p l anned  
A m e r i c a n  help for r e c o v e r y  and  the  necess i t ies  of the  
Korean  war  tha t  p r e v e n t e d  the  J a p a n e s e  b a n k r u p t c y  
and  pros t ra t ion .  Serv ing  as the  main  supply  base  of 
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the United States Japan got artificial dollar in jec t ions  
by  which its economy was rebuilt, ra t ional ised and 
modernised.  In this w a y  the Japanese  economy 
quickly became a po ten t  compet i tor  in the  world 
market.  

At present  the Vie tnam war  enables  Japan  to combat  
its economic difficulties effectively.  After  the so-caN 
led "Doubling the Nat ional  Income Plan" at first 
had bes towed  ex t remely  high growth rates  on the 
Japanese  economy since 1964 there  is a reces-  
sion to overcome which is due to neglec ted  s t ructura l  
changes. The def la t ionary  situation r ep resen ted  by 
over-equipment  and product ion surplus now is alter- 
ed step by  step by increas ing  exports  which a r e - - t o  
an essent ial  pa r t - - co r r e l a t ed  to the Vie tnam war.  
Besides the exports  which are going di rec t ly  to South 
Vie tnam in form of technical non-war  material ,  the  
comprehens ive  repair ing and overhaul  orders  by  the  
US-Army are of grea t  importance.  Moreover ,  the ex- 
por t  orders  indirect ly  connected  with the war  have  
to be reconsidered,  too. Since the capaci t ies  of some 
branches of the Amer ican  economy are concen t ra ted  
upon war  mater ia l  production,  J apanese  products  
have  growing chances on the American  market .  

Even if the inf luence of this expor t  s t imulat ion by 
the Vie tnam war cannot  be compared with the Korean  
b o o m - - b e c a u s e  of the  different  ex tens ion- - ,  the Ja-  
panese  economy again has the fortune of be ing a 
kind of supply  base. ha. 

Budgetary Policy 

A Trip Wire for Governments 

T h e  Governments  of Denmark, the Nether lands  and 
the Federal  Republic of Germany  have  recent ly  fal len 
over  their  Budget  proposals .  The outward reasons  
were  the plan of tax reform in Denmark, the pro- 
g ramme of h igher  taxes  in the Nether lands  and the 
opposing v iews  wi th in  the coalition Government  about  
higher  taxes  and reduc t ion  in expendi ture  respec t ive-  
ly in the Federal  Republic. At  a closer look cer tain 
similar features  can be t raced  in the politicaI crises 
of the three countr ies .  All of them show some anach- 
ronism in their  fiscal procedure.  

The fiscal pol icy in Denmark suffers from an obsole te  
taxat ion system. The Government  failed in its f iscal ly 
sensible plan to change over  to an added value tax, to 
introduce the sys t em of taxat ion at the source in 
respec t  of wage  earners ,  and to do away  with  the 
provis ion of tax deduct ion.  

The fiscal pol icy in the N e ~ e r l a n d s  and the Federal  
Republic is be ing hampered  by the str ict  rule to 
achieve a ba lanced  budget  eve ry  year.  In the Dutch 
budget  proposals  for 1967 the defici~ could only be  
met  by a number  of "juggling tricks" the most  out- 
s tanding  of which was  to speed up the assessment  of 
liabilities to income and corporat ion taxes. 

The budget  proposals  in the Federal  Republic o f  Ger- 
many  were  from the start  f icti t ious owing to an unreal-  
istic est imate of the Government ' s  share in revenue  
from the income and corpora t ion  taxes;  to the  omis- 
sion of l iabili t ies in respect  of foreign exchange equal-  
isation payments ;  to an unduly  high es t imate  of 
revenue;  and to a mis judgement  of the capac i ty  of the 
capital  market .  

The budge ta ry  calamities in all three countr ies  lead 
~o the same conclusion: the  whole  budge ta ry  pol icy 
will  have  to be modified if the polit ical decis ion is to 
be main ta ined  to give pr ior i ty  to the  public tasks  of 
the State ove r  expendi ture  for consumpt ion  and in- 
ves tment .  On the  one hand, this requires  a modern isa-  
t ion of the taxat ion  sys tem and, on the other,  middle-  
term instead of long- term fiscal p lanning;  re laxing  the 
strict  provis ions  for balancing the budget  e v e r y  year ;  
assess ing  r ev en u e  truthfully;  compar ison  of the cost  
and proceeds  of government  inves tments ;  and elimi- 
nat ing all p r iva te  interests  in prepar ing  the budget .  

li. 

Coffee Economy 

Diversification Not By Trial and Error 

T h e  coffee growing countr ies  want  to improve,  and 
this means  divers i fy  their  p roduct ion  s t ructure .  A 
working group of the Internat ional  Coffee A g r e e m e n t  
recen t ly  discussed the mat te r  in Washington .  The 
diversif icat ion of coffee growing has internal  and 
external  aspects.  Internal ly  it involves  a change ~n the 
agricul tural  output  s tructure;  ex te rna l ly  it cont r ibutes  
to the diversif icat ion of exports ;  and deve lop ing  coun- 
tries need  both. Serious is apparen t ly  the ques t ion 
how to secure  the necessa ry  finance. One speaks  of 
es tabl ishing a diversif icat ion and deve lopmen t  fund 
wi th in  the f ramework  of the Coffee Agreement .  Un- 
less all exper ience  deceives,  the coffee growers ,  as the 
"victims" of diversification, will ask for help  from 
their  governments .  And looking at it long-term, this is 
pe rhaps  the cheaper p rocedure  wi th in  the total  eco- 
nomic frame . . .  p resumably  cheaper  than cost ly  cor- 
ner ing  and stock-piling. The ex te rna l  t rade  of the 
coffee growing countries,  and this also concerns  their  
relat ions with importing countr ies ,  can only  benef i t  
from a diversif icat ion of output,  p rov ided  it is pos- 
sible to replace coffee by those  cash crops the 
chances of which on the wor ld  market  can  be re- 
garded  as promising in the long run. This, it is true, 
is not  quite easy  in the agricul turaI  sector.  AII efforts 
towards  diversifying a coffee growing s t ructure  
should therefore  begin wi th  marke t -and  product  
s tudies to find out where  genuine  chances real ly  exist. 
But as urgent  as it is to reduce the s t rong d e p e n d e n c e  
on coffee exports,  as neces sa ry  it is to warn  against  
an i l l -considered "wild" divers i f icat ion in the trial- 
and-error  way, if new products  are to take over  suc- 
cessfuily the rSle of coffee as a foreign exchange 

earner,  wi. 
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