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t r a ry  to popu la r  belief,  not  so much h o w  to inc rease  
the  supply  of consumer  goods to a ce r ta in  minimum. 
Exact ly  the  r eve r se  appl ies :  and  this  is w h e t h e r  and  
to wha t  ex t en t  the  s t anda rd  of l iv ing  can  be  kep t  low. 

The ra te  of s av ing  and  the  ex t en t  of capi ta l  fo rmat ion  
are  decis ive.  As Prof. W . W .  Rostow exp la ined  in a 
ser ies  of ar t ic les  on  economic  g rowth  in the  "Econ- 
omist",  the  whole  d i f ference  is whe ther ,  as unt i l  now, 
on ly  f ive pe r  cent  of the  na t iona l  income or e v e n  
less go into savings ,  or w h e t h e r  it will  be  poss ib le  
to ra ise  this  p e r c e n t a g e  to t en  or more.  For our  
ques t ion  it is of s e c o n d a r y  impor t ance  w h e t h e r  sav-  
ings a re  d i rec ted  into p roduc t ion  i nves tmen t s  b y  Sta te  
func t ionar ies  or b y  p r i va t e  en te rpr i se ;  w h a t  ma t t e r s  
is to ach ieve  this  e x p a n s i o n  of p roduc t ion  facilit ies.  

Aid from Outside? 

A t t e n t i o n  will  be  d i rec ted  to the  poss ib i l i ty  of a t t r ac t -  
ing fore ign  capital .  This  wil l  be  all the  more  t he  ca se  
the  more  the  economic  pol icy  of a po ten t i a l  d e b t o r  
coun t ry  conforms wi th  m a r k e t  rules  and  the  s o u n d e r  
its b a l a n c e  of p a y m e n t s  is. W e  would  po in t  to t h e  
Uni t ed  States  las t  c en tu ry  and  to C a n a d a  at p resen t .  
Neve r the l e s s ,  e v e r y  s ta t i s t ica l  e v i d e n c e  abou t  the  less  
deve loped  count r ies  r evea l s  a g igant ic  d e m a n d  for  
capi tal ;  in  the  l ight  of t he se  g igant ic  d imens ions  a n y  
capi ta l  inf lux from a b r o a d  is on ly  a drop in the  bucket .  

As  to p r iva t e  i nves tmen t s  in  par t icu lar ,  it shou ld  b e  
po in ted  out  tha t  t h e y  a re  b e i n g  d i scouraged  not  on ly  
b y  an  economic  pol icy  which is hos t i l e  to c red i to r s  
bu t  also b y  the  absence  of a n  eff ic ient  " in f ra -s t ruc ture" .  

The United States Reviews the International 
and Financial Economic Outlook 
By Professor Dr Robert G. Wertheimer, Cambridge/Mass. 

T he  53rd Na t iona l  Fore ign  Trade  C o n v e n t i o n  he ld  
in New York ea r ly  in N o v e m b e r  p rov ided  an  ex- 

c i t ing  c l imate  and  conf ron ta t ion  wi th  issues  and  poli-  
cies for 1967. Officials and  exper t s  from the  bus iness  
communi ty  and  g o v e r n m e n t  p r e sen t ed  the i r  v i ews  and  
p ro jec t ions  shap ing  up some of the i r  pr inc ipa l  propo-  
s i t ions as follows. 

The Balance of Payments and the Dollar 

There  exis ts  genera l  a g r e e m e n t  tha t  the  leve l  of 
wor ld  t rade  of $ 400,000 mil l ion (imports and  exports)  
should  cont inue  to grow at leas t  a t  p r e sen t  ra tes  of 
8 %  annual ly ,  t ha t  the  US Balance  of Paymen t s  is 
sound and  t ha t  the  Uni ted  States  is no t  l iv ing above  
its means  but  tha t  the  deficit, t hough  minor,  can  be  
e l iminated.  More  impor tant ,  the  US will  suppor t  all 
measu res  des igned  to e x p a n d  world  t rade  w i t hou t  
d i sc r imina t ion  and  assis t  the  In t e rna t iona l  M o n e t a r y  
Fund. In te rms of i n t e rna t iona l  so lvency  the  US con- 
t inues  to ref lect  o v e r w h e l m i n g  s t r eng th  wi th  ne t  as- 
sets  of $ 50,000 million. 

The t rade  and  se rv ice  b a l a n c e  cont inues  in surplus  
whi le  the  defici t  i tems consis t  of p r iva t e  capi ta l  ex- 
ports ,  fore ign  aid and  the  f inancing  of mi l i t a ry  com- 
mi tments  car r ied  for the  en t i r e  Free  World .  A n y  one 
of these  i tems r ema ins  enough  f lexible  t hough  to 
permi t  tha t  all t o g e t h e r  m a y  close the  defici t  gap. 
Par t icular ly ,  an  expans ion  of agr icu l tura l  expor t s  is 
expec ted  to improve  expor t s  p r o b a b l y  ass is ted  b y  a 
success  of the  K e n n e d y  Round. Amer i cans  be ing  ac- 
cus tomed to t h ink  in t e rms  of wor ld-wide  business ,  
r e j ec t  n a r r o w  na t iona l i s t i c  p a y m e n t s  p resc r ip t ions  
and  do not  cons ider  it an  ou t rage  tha t  the  world  m a y  
h a v e  to l ive  wi th  an  annua l  US defici t  of $1,000-2,000 
million. For demons t r a t i on  purposes ,  however ,  t he  ex- 

per t s  agree  tha t  the  gap can  be  c losed comple te ly  a t  
will t hough  this  m a y  hur t  the  wor ld  and  change t h e  
en t i r e  i n t e rna t iona l  c l imate  in a n  u n f a v o r a b l e  way.  
This au thor  pro jec t s  the  US ba l ance  of Paymen t s  for  
1967 as follows: 

Item 
exports I imports 

(in million of $) 

Goods 30,800 26,300 
Services, remittances 
and net investment income 12,300 I0,200 
net private capital exports 2,500 
government foreign aid 
(minus repayments) 3,300 
military spending (minus 
paid-for military exports) 2,400 

T o t a l  43,100 44,700 

The ac tua l  defici t  for 1966 is expec t ed  to a m o u n t  to 
1,500 million. Accord ing  to the  Depa r tmen t  of Com- 

merce,  a br ief ing on the  defici t  ou t look  and  the  ex- 
t ens ion  of the  v o l u n t a r y  capi ta l  expor t  r e s t r a in ing  
p rog ram for 1967, is to be  expec ted  momenta r i ly .  
However ,  due to the  unce r t a in t i e s  of wa r  and  prob-  
able  g rowth  ra tes  of the  GNP for 1967--at  70/0, for  
example,  bo th  impor ts  and  expor t s  a re  expec ted  to  
grow by  10 % - - a n y  p ro jec t ion  even  t h o u g h  off ic ial ly  
submit ted,  will  ca r ry  a cons ide rab le  marg in  of error .  
Hence,  the  es t imates  submi t t ed  u l t ima te ly  m i g h t  
come as close to rea l i ty  as can  b e  expec ted  at  this  
ea r ly  date.  

Concern ing  the  d o 11 a r ,  the  US r ema ins  t he  wor ld  
b a n k e r  wi th  foreign count r ies  ho ld ing  one-haIf  of 
the i r  r e se rves  in h igh-y ie ld  ea rn ing  dollars .  The  dol- 
lar  i tself  is expec ted  to con t inue  to b e  sound  and  to 
r ema in  the  most  w a n t e d  r e se rve  cur rency .  The pr ice  
of gold n o t w i t h s t a n d i n g  some E u r o p e a n  Al ice  in  
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W o n d e r l a n d  mot ions  tha t  all m o n e t a r y  ills would  be  
so lved  b y  an  inc rease  in i ts p r i c e - - w i l l  r ema in  un-  
changed. The  r i s ing  s t r eng th  of the  pound  s ter l ing 
bars  e v e n  a deva lua t ion  of this  second  most  impor t an t  
r e se rve  currency.  As  it  s t ands  now, the  Bri t ish Bal- 
ance  of Paymen t s  will  be  in surplus  and  h e n c e  much 
s t r e n g t h e n e d  in 1967 though  at the  pr ice  of a sha rp  
reduc t ion  in the  load of Bri ta in ' s  ex te rna l  responsi-  
bili t ies.  

General Trade Policies 

The Uni ted  States  a t taches  h igh  hopes  to the  success  
of the  K e n n e d y  Round not  on ly  for a r educ t ion  of 
ex is t ing  tariffs  bu t  also the  r emova l  of any  ba r r i e r  to 
the  expans ion  of t rade.  Balance  of P a y m e n t s  pressures 
t h o u g h  exe r t ed  b y  some European  count r ies  h a v e  
focused once  more  on the  ques t ion  of pro tec t ion ism.  
A m e r i c a n  bus iness  remains  ful ly opposed to such 
measures ,  ful ly suppor t ing  the  v iews  of F. J. Borch, 
p r e s iden t  of the  Gene ra l  Electr ic  Co. who  p leaded  for 
a fu r the r  in t eg ra t ion  of the  Free  Wor ld ' s  economic  
re sources  b y  t rade  expans ion .  In the  same spirit ,  t he  
Final  Dec la ra t ion  issued b y  the  C o n v e n t i o n  re j ec ted  
a n y  re t r ea t  into  protec t ionism.  Some voices  are  r is ing 
tha t  would  prefer  a cond i t iona l ly - favoured  na t ion  
c lause  in order  to cope wi th  d i sc r imina tory ,  res t r ic-  
t ive,  i nward -o r i en ted  t rade  blocs or  reg iona l  in te-  
grat ions.  W h i l e  a fai lure  of the  K e n n e d y  Round un- 
d o u b t e d l y  would  p l ay  into the  hands  of these  minor i -  
ties, t he  g o v e r n m e n t  pos i t ion  remains  s t rong ly  in 
f avour  of f reer  t rade.  Obvious ly ,  the  absence  of pres-  
sures  aga ins t  the  dol lar  will  defeat  any  p ro tec t ion i s t  
s t ra tegems.  

In the  t r ade  wi th  Europe (Common Marke t ,  EFTA and 
Spain}, the  US cont inues  to r un  an  annua l  defici t  of 
$ 1,000 mil l ion in sp i te  of a la rge  surplus  on the  
merchandise  ba l ance  ref lec t ing A m e r i c a n  defici ts  in 
tour is t  t rade,  un i l a te ra l  p a y m e n t s  and  capi ta l  exports .  
S t imula ted  b y  the  Vie t  N a m  war,  impor ts  f rom W e s t  
Germany ,  for example ,  rose b y  one- th i rd  over  las t  
y e a r  open ing  up the  m a r k e t  for more  mach ine ry  
equipment ,  machine  tools, etc. However ,  th is  defici t  
and  the  co r re spond ing  gains  of ano t he r  $ 1,600 mil- 
l ion in gold and  foreign exchanges  b y  Europe in 1965 
is of no real  conce rn  to the  US as it ref lects  the  inter-  
na t iona l  bus iness  expans ion .  Pressures  for b i l a te ra l  
ba lances ,  if we exer t  t h e m - - s u c h  as to purchase  more  
mi l i t a ry  equ ipment  in the  U S - - o n l y  ref lect  a r eac t ion  
to foreign measures  aga ins t  our  deficit.  Like any  o the r  
nat ion,  the  US canno t  ea t  and  h a v e  the  cake  at  the  
same time! 

Capital Exports for Business Growth 

In the  b r o a d e n i n g  of wor ld  marke ts ,  the  t rend  towards  
the  mul t ina t iona l  firm has  b e e n  t ru ly  impress ive .  Of 
the  200 la rges t  n o n - A m e r i c a n  companies ,  136 are  
mul t ina t ional ,  and  of a s imilar  n u m b e r  of A m e r i c a n  
firms, 168 be long  in the  same category .  A m e r i c a n  in- 
ve s tmen t s  in W e s t e r n  Europe inc reased  b y  $ 10,000 
mil l ion dur ing  the  las t  decade  and  3,000 companies  con- 
t r ibu te  wi th  p roduc t ion  facilit ies,  research,  i nnova t ion  

d ivers i f ica t ion  and  m a r k e t i n g  in the  great 300 million 
persons  m a r k e t  of Europe.  The  rea l  reason for the  
spread  of subs id iar ies  ab road  is no t  the  "ove rwhe lm-  
•ng power  ~ of A m e r i c a n  capi ta l  bu t  t he i r  wi l l ingness  
to take  r isks and  to ut i l ise  the i r  capital ,  m a n a g e m e n t  
and  new knowledge  in compet i t ive  marke ts .  This  is 
no small  con t r ibu t ion  to the  r ev i t a l i sa t ion  of bus iness  
e v e r y w h e r e  lead ing  to sounder  s t ruc tures ,  benefits 
for the  consumer  and  i m p r o v e m e n t  in na t iona l  bal-  
ances  of p a y m e n t s  b y  reduc ing  impor t  needs  and  the  
ea rn ing  of fore ign exchanges .  Due to this  mechanism,  
at  leas t  in part ,  the  members  of the  Common Market ,  
for example,  h a v e  s t r e n g t h e n e d  the i r  ab i l i ty  to con-  
ve r t  the i r  cu r renc ies  and  become  h igh ly  so lven t  inter-  
na t ional ly .  

In spi te  of a con t inued  sho r t age  of capi ta l  in the  
wor ld  as r ecen t l y  po in ted  out  b y  George  Champion,  
cha i rman of the  board  of d i rec tors  of the Chase 
M a n h a t t a n  Bank, the  US for the  sake  of a be t t e r  bal-  
ance  in the  Balance  of Payments ,  is r educ ing  its 
capi ta l  exports .  The  v o l u n t a r y  r e s t r a in t s  on  d i rec t  in- 
v e s t m e n t  ab road  wil l  r ema in  in force and  are  ful ly 
accep ted  b y  the  bus iness  communi ty .  Hoping  for 
c o m p l e m e n t a r y  ac t ion  the  G o v e r n m e n t  expec ts  tha t  the  
surplus  coun t r i es  wil l  encourage  capi ta l  expor t s  on  
the i r  par t  to fiI1 the  gap and  t hey  will  be  we lcome  in 
the  US. The  Fore ign  Inves to r s  Tax  Ac t  (HR 13103} 
which becomes  law on J a n u a r y  1, 1967, is des igned  
to encourage  fore ign r i sk  t akers  in the  Uni t ed  States.  
I t  is pa r t i cu Ia ry  app l icab le  to A m e r i c a n  b ranches  of 
fore ign corpora t ions .  In suppor t  of t he se  measures ,  
the  US Depar tmen t  of Commerce  has  set  up office to 
po in t  out  to p rof i t ab le  oppor tun i t i es  in  the  US. Mr 
J o h n s o n  Gar re t  of the  Depa r tmen t  will  adv ise  small  
and med ium firms who wish  to en te r  this  g rea t  mar-  
ket.  A two-s ided s t ree t  for capi ta l  i nves tmen t s  wi th  
no  re s t r a in t  w h a t e v e r  on  p r iva t e  foreign i n v e s t m e n t  
will go far to r educe  p re jud ice  aga ins t  US capi ta l  
abroad.  

In this  connect ion ,  the  r i s ing role  of banks  in this  
i n t e rna t iona l  process  should  be  s t ressed.  The need  of 
A m e r i c a n  subs id ia r ies  to ra ise  funds local ly  has  en- 
couraged  the  expans ion  of b a n k i n g  participation 
abroad.  Ear ly  in  1966, 12 A m e r i c a n  b a n k s  ope ra t ed  
230 over seas  b ranches  wi th  $ 10,000 mil l ion deposi ts  
and  ass is ted  in the  marke t i ng  of bonds  and  stocks (so 
far, three-f i f ths  of all  i ssues  w e r e  conver t ib le  bonds)  
in order  to mobi l ise  much needed  sav ing  eve rywhe re .  
In this  way,  not  on ly  resources  for g rowth  are  ra i sed  
but  a va luab l e  con t r ibu t ion  in the  f ight  aga ins t  in- 
f la t /on can be  achieved.  

View on Reforms of the International Monetary Fund 

In the  difficult  s tudies  of l iquidi ty,  i t  should  be  taken 
for g ran ted  that  the  US is in  favour  of the  c rea t ion  of 
a new  uni t  bu t  p r inc ipa l ly  for con t igency  purposes  in 
l ine  wi th  the  v iews  of the  m a n a g i n g  d i rec tor  of the 
Fund, Mr  Schweitzer.  The US does not  f avour  the  
c rea t ion  of any  uni t  t ha t  would fac i l i ta te  the  cont inu-  
a t ion  of deficits inc luding  the  US one nor does it w i s h  
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to l imit  the  use  of such uni t  by  a few m em ber s  of the  
Fund. Such new  asse ts  should  be  made  ava i l ab le  to 
all member s  pro r a t a  of the i r  quo tas  and  imports .  Nor  
should  such means  of c redi t  be  used  to f inance  the  
needs  of deve lop ing  na t ions  as n a r r o w  limits to such 
buy ing -power -c rea t ion  mus t  be  set  for an t i - in f l a t ionary  
reasons.  The re  exis ts  no ob jec t ion  to l ink such asse ts  
to gold but  in a n y  case, some act ion is f avoured  for 
the  fol lowing reasons :  O v e r  the  las t  f i f teen years ,  
i n t e rna t iona l  t r ade  has  g r o w n  a lmost  3-t imes fas te r  
t han  addi t ions  to i n t e rna t iona l  r e se rves  in spi te  of the  
g rowth  of US defici ts  which p rov ided  the  bu lk  of ad- 
di t ions  to these  reserves .  W o r l d  t rade  e x p a n d e d  at  an  
annua l  ra te  of 6 %  but  l iqu id i ty  ga ined  on ly  2 . 6 %  
annua l ly  dur ing  th is  period.  Unde r  these  circum- 
s tances ,  some th ing  has  to be  done  to add to in ter -  
na t iona l  l iquidi ty  pa r t i cu l a r ly  wi th  the  dry ing-up  of 
fu r ther  dol lar  addi t ions  to it. Whi l e  the  A m e r i c a n  
v iew on l iquidi ty  is c lose ly  al,igned wi th  the  concepts  
of the  Bri t ish Chance l lo r  of the  Exchequer  Ca l l aghan  
p r e s e n t l y  p res id ing  ove r  the  Group of Ten, in the  
u l t imate  decis ion on the  na tu re  and  t ype  of addi t ions  
to l iquidi ty  G e r m a n y  wil l  be  the  dec is ive  fac tor  in 
the  success  of any  plan.  

Aid to Developing Nations 

The p o v e r t y  of two- th i rds  of the  F ree  W o r l d  found in 
the  so-cal led deve lop ing  nat ions ,  makes  it impe ra t i ve  
for all  wel l - to-do na t ions  and  above  all the  US to be  
conce rned  wi th  the i r  problems.  Manifold  p ressu res  cal l  
for a so lu t ion  in a few yea r s  t ha t  took the  now 
ma tu re  count r ies  a cen tu ry  to solve;  the  effects of a 
rapid  popu la t ion  growth,  indus t r ia l i sa t ion ,  a low leve l  
of saving,  the  e s t ab l i shmen t  of expor t  marke ts ,  pro- 
cu rement  of capi ta l  goods, the  shor t age  of gold t hen  
and  inf la t ion  now  and  lack of conver t ib i l i ty .  In a 
recen t  lec ture  a t  H a r v a r d  Univers i ty ,  Dr Prebisch, the  
Sec re t a ry -Gene ra l  of the  Uni t ed  Nat ions  Confe rence  
on Trade  and  Deve lopment ,  s t ressed  the  p ressu re  a 
t r ans fo rmat ion  to a m o d e r n  soc ie ty  creates :  unemploy-  
men t  in t he  shift  of an  agr icu l tu ra l  to an  indus t r ia l  
society,  the  inab i l i ty  to f inance  g rowth  or to p ro tec t  
typ ica l  r aw  mate r ia l  expor ts  f rom pr ice  f luctuat ions,  
and  the  need  for new  m ar ke t s  for t he i r  consumer  
goods exports .  

The US rea l i ses  tha t  a new  s t r a t egy  and  t r ade  pol icy  
is u rgen t ly  needed  to ass i s t  va s t  a reas  in Latin 
America ,  Afr ica  and  Asia.  In the  Fore ign  Aid  Mes- 
sage  of the  P res iden t  in 1966, we promised  to expand  
our  effort  to encou rage  p r i va t e  in i t i a t ive  and  enter -  
pr ise  in d e v e l o p i n g  countr ies .  Accord ing  to Mr  Solo- 
mon, Ass i s t an t  Sec re t a ry  of Sta te  for Economic Af- 
fairs, the  K e n n e d y  Round is wel l  des igned  to b r ing  
some rel ief  to these  a reas  b y  lower ing  t r ade  ba r r i e r s  
even  wi thou t  full r ec ip roc i ty  on the i r  part .  However ,  
he  ref lec ted  official opposi t ion  to the  g ran t ing  of 
t r ade  p re fe rences  inc lud ing  Latin Amer i ca  because  of 
fear  of complexi t ies  of such rules  t ha t  migh t  de fea t  
the  purpose  and  depress  the i r  expor t  oppor tuni t ies .  
On  the  o ther  hand ,  George  Moore,  C h a i r m a n  of the 
Commiss ion  on In t e rna t i ona l  M o n e t a r y  Rela t ions  of 

the  In t e rna t iona l  Chamber  of Commerce,  f avoured  
p re fe rences  to Latin Amer i ca  so long as t hey  suffer 
d i sc r imina t ion  in Europe. The US in any  case,  is wil-  
l ing to ass is t  in  the  s tab i l i sa t ion  of s taple  commodi ty  
exports .  More  In t e rna t iona l  Commodi ty  A g r e e m e n t s  
of the  w h e a t  and  coffee type  a l r eady  operat ing,  a re  
favoured.  However ,  whi le  the  en t i r e  s i tua t ion  is care-  
fully studied,  s igni f icant  capi ta l  expor t s  e i the r  publ ic  
or p r iva t e  to these  na t ions  should  not  be  expec t ed  in 
the  nea r  future.  The  costs  of the  Vie t  Nam W a r  and  
the  defici t  in the  US ba l ance  of p a y m e n t s  p r e s e n t l y  
ba r  a n y  la rge-sca le  f inancia l  a ss i s t ance  to these  
countr ies .  

East-West Trade 

As par t  of a ~balanced s t r a t egy"  toward  Communis t  
countr ies ,  t he  US G o v e r m e n t  is fac i l i ta t ing  t r ade  
wi th  the  Soviet  Union and  seve ra l  of the  Soviet-  
a l igned  countr ies .  In pursu i t  of a r e l axa t ion  of poli t i-  
cal tensions ,  this  new  era, accord ing  to the  Ass i s t an t  
Sec re t a ry  of Commerce  for In t e rna t iona l  Business  
Mr Trowbr idge ,  ind ica tes  a "peaceful  e n g a g e m e n t  
wi th  the  Sovie t  Bloc". On  formal  grounds ,  controls  on 
expor ts  of s t ra tegic  i tems h a v e  b e e n  l ibera l ised,  400 
i tems be ing  t a k e n  off the  l icens ing  list  and  the  r a n g e  
of commodi t ies  to be  used  for "peaceful  purposes"  
g rea t e ly  increased.  The Expor t - Impor t  Bank  has  b e e n  
o rde red  not  on ly  to g u a r a n t e e  commerc ia l  c redi t s  on  
such indus t r ia l  expor ts  bu t  to s tudy  the  f inanc ing  of 
such t ransac t ions .  Exports  of machine  tools to Fia t  in  
connec t ion  wi th  the i r  Sovie t  p ro jec t s  a re  to be  
f inanced  by  the  Bank and  b r o a d e r  med ium- te rm cred-  
its for expor ts  to Poland,  Hungary ,  Czechoslovakia ,  
Bulgar ia  and  Rumania  are  be ing  prepared.  

In spi te  of these  measures ,  on ly  a modes t  expans ion  
of U S - - S o v i e t  t rade  (now to ta l l ing  $ 80 mi l l ion  an- 
nually)  or t rade  wi th  the  o the r  m e n t i o n e d  countr ies ,  
should  be  expected.  W h i l e  the  l a t t e r  migh t  purchase  
more  US food (the to ta l  t rade  w i th  these  count r ies  
h a r d l y  exceeds  300 mil l ion annual ly)  the  t w o - w a y  
s t ree t  of this  t rade  will  r emain  a chal lenge to the  
East  European  count r ies  in v i ew  of the i r  l imi ted  abili-  
t ies  to en te r  the  US m a r k e t  effect ively .  The i r  inex-  
pe r i ence  wi th  A m e r i c a n  m a r k e t i n g  me thods  and  prob-  
able  unwi l l ingness  to f inance  subs tan t i a l  d i s t r ibu t ion  
costs to gain a foothold in this  m a r k e t  apar t  from dif- 
fe rent ia l s  in the i r  p roduc t ion  b y  type  and  qual i ty ,  
will  m a k e  this  t rade  expans ion  a s low process .  This  
t rad ing  area  is be ing  opened  for pol i t ica l  r easons  ex- 
p ress ing  a f inal  official app rova l  of the  a l r eady  prac-  
t iced European  t r ade  wi th  the  East. The  A m e r i c a n  
bus iness  communi ty ,  speak ing  th rough  its o rgans  at  
the  Trade  Conven t ion ,  ful ly app roves  this  n e w  lool~ 
but  prefers  the  con t inuance  of the  embargo  on  goods 
and  capi ta l  aga ins t  hos t i le  na t ions  in close coopera -  
t ion wi th  our  allies. 

Concluding Summary 

The Na t iona l  Fore ign  Trade  C o n v e n t i o n  expres sed  
the  fol lowing bus iness  and  g o v e r n m e n t  concep ts  in 
the  in t e rna t iona l  field: 
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1. The dol lar  remains  the  soundes t  cu r r ency  in the  
world.  It is a mis t ake  to e x a g g e r a t e  the  s igni f icance  
of the  defici t  and  the  wor ld  m a y  h a v e  to l ive  wi th  a 
deficit  of $ 1,000--2,000 mi l l ion  annual ly .  For demon-  
s t ra t ion  purposes ,  the  gap  could be  c losed but  reme-  
dial measu res  would  not  concen t r a t e  on any  one 
s ingle  aspec t  of the  componen t s  of the  balance.  

2. No obs tac les  to impor ts  into  the  US are  p roposed  
as on ly  measu res  for a s teady,  two-s ided  expans ion  
of t r ade  can  benef i t  the  wor ld  communi ty .  

3. The  US approves  of f iscal  d isc ipl ine  to p r e v e n t  
i n t e rna t iona l  inf la t ion though  a m ax i m um  of economic  
f reedoms in in t e rna t iona l  dea l ings  should  be  pro tec t -  
ed. Ref lect ing these  pr inciples ,  t he  v o l u n t a r y  restr ic-  
t ion p rogram for capi ta l  expor ts  will  be  ma in t a ined  in 
spi te  of the  wor ld-wide  growing  need  for capital.  The 
bus ine s sman  accepts  these  r e s t r a in t s  in o rder  to co- 
opera te  in the  ba lanc ing  of the  Balance  of Payments .  

4. The  growth  of i n t e rna t iona l  b a n k i n g  is des igned  to 
ass is t  all count r ies  in the i r  ra is ing  of funds  local ly  
for  local  benef i t s  inc luding  subs id ia ry  growth.  

5. The  growth  of mul t ina t iona l  o r g a n i s a t i o n s - - a n d  
tha t  inc ludes  European  and  A s i a n  as wel l  as Amer i -  
c a n - r e l e n t l e s s l y  cont inues .  T h e y  are owned  and con- 
t rol led b y  na t iona l s  of m a n y  di f ferent  count r ies  and  
inev i t ab ly  are g rowing  into dominan t  wor ld  produc-  
ing and m a r k e t i n g  factors.  

6. The US offers full coopera t ion  for reforms propos-  
ed b y  the  In t e rna t iona l  M o n e t a r y  Fund. An  expans ion  

of d rawing  r ights  and /o r  the  c rea t ion  of new  inter-  
na t iona l  means  of p a y m e n t s  is acceptable .  However ,  
such super -cen t ra l  b a n k  funct ions  mus t  on ly  be  exer-  
cised unde r  s t r ic t  non - in f l a t i ona ry  cont ro ls  for  the  
benef i ts  of all member s  bu t  w i thou t  p r o v i d i n g  devel -  
opment  funds. The v iews  of Dr Bless ing in this  re- 
spect  are  fully sha red  and  will  be  suppor ted.  

7. The  US re jec t s  any  t amper ing  wi th  se t -gold-va lues  
of cur renc ies  in a n y  form of deva lua t ions  or inc reases  
in the  pr ice  of gold. Such m a n o e u v e r s  could not  b r ing  
a genu ine  inc rease  in l iquidi ty  nor  con t r ibu te  to the  
expans ion  of world  trade.  

8. The US cons iders  wor ld  economic  re la t ions  as the  
mos t  impor t an t  l ink wi th  the  f ree  wor ld  and  ins t ru-  
men t  for improva l  of the  pol i t ical  c l imate  t h roughou t  
the  world.  Hence,  it is de te rmined  to ass is t  in  the  
r emova l  of all t r ade  obstacles ,  d i rec t ly  or ind i rec t ly  
b y  lower ing  of tariffs  and  g rea te r  f inanc ing  ass is tance.  
A success  of the  K e n n e d y  Round would  g rea t ly  con- 
t r ibu te  to s i lence those  bus iness  voices  who  ask  more  
ha rd -headed  pol icies  we igh ing  our grea t  ba rga in ing  
s t r eng th  in pa r t i cu la r  aga ins t  non -coope ra t ive  credi tor  
nat ions .  

9. The US hopes  tha t  the  Federa l  Republ ic  of Ger-  
m a n y  as the  p r e p o n d e r a n t  na t ion  in the  Common 
Marke t  will  exer t  its due  we igh t  toward  the  g rowth  
of i n t e rna t iona l  t rade,  r emova l  of obs tac les  and 
f inancia l  coopera t ion  for the  benef i t  of the  en t i r e  world.  

Revised Embargo Policy Towards the USSR 
By Gerhard Schildmann, Hamburg 

I t b e c a m e  r ecen t ly  k n o w n  tha t  a l r eady  in spring,  
1966, the  Wes t  German  G o v e r n m e n t  asked  NATO 

for l i f t ing the  embargo  on  la rge  pipes.  The  Federa l  
G o v e r n m e n t  h a d  ear l ie r  dec ided  on  this  embargo  in 
November ,  1962 (4th Decree  on  C h a n g i n g  the  List of 
Embargoed  G o o d s - - S u p p l e m e n t  to the  Externa l  Trade  
Regula t ions  of December  14th, 1962). A b o v e  all unde r  
the  impact  of the  Berl in crisis and  u n d e r  US pressure  
the  embargo  was  b a s e d  more  on  pol i t ica l  and  mi l i t a ry  
grounds  t han  on  economic  cons idera t ions .  It came into 
force on  the  18th of February ,  1963, and  forbade  the  
G e r m a n  s teel  i ndus t ry  to expor t  to coun t r i es  of the  
East  bloc pipes and  p ipe l ines  wi th  an  outs ide  d i ame te r  
of more  t han  19 inches. 

Ve ry  soon, however ,  it was  s een  t ha t  the  m easu re  
which had  been  con t rove r s i a l  from the  beg inn ing  
p roduced  n e i t h e r  the  pol i t ica l  no r  the  mi l i t a ry  re- 
sults. Ra ther  did  i t  cause  g r a v e  h a r m  to the  G e r m a n  
s teel  indus t ry  and  m a i n l y  affected the  good will  of 
the  Federa l  Republ ic ' s  e c o n o m y  in Eas te rn  Europe.  
The  Sovie t  Un ion  which at  the  t ime  had  s t a r t ed  on  
bui lding a p ipe l ine  from K u j y b y s h e v  to Mosyr  (the 

so-cal led "Pipel ine  of Fr iendship")  t accused  the  Gov- 
e rnmen t  in Bonn and  the  firms i n v o l v e d  of b r e a k i n g  
con t rac t s  of de l ive ry  which had  a l r eady  b e e n  con- 
cluded. The abi l i ty  of en te rpr i ses  in a na t iona l  econ-  
omy  to compe te  i n t e rna t i ona l l y  depends ,  i t  is true,  
first  of all on pr ice  and  qua l i ty  of the  expor t ed  goods 
and  on  te rms of p a y m e n t  and  de l ive ry ;  bu t  o the r  con- 
dit ions,  such as the  image  of the  producers ,  a re  also 
dec is ive  for g iv ing  a n  order.  In a s i tua t ion  w h e r e  
compet i t ion  in wor ld  marke t s  b e c a m e  inc reas ing ly  
f ierce and  mos t  indus t r ia l  count r ies  made  g rowing  
efforts  to w in  new  marke t s  or to s t r e n g t h e n  the  
ex is t ing  m a r k e t  posi t ion,  the  G e r m a n  ac t ion  was  
bound  to h a v e  harmful  repercuss ions  m a i n l y  on Ger-  
m a n y  itself. 

Besides, the  emba rgo  could  sa t i s fy  the  NATO Coun- 
cil 's  a ims on ly  if all W e s t e r n  countr ies ,  t oge the r  w i th  
the  Federa l  Republic ,  ab s t a ined  from supp ly ing  l a rge  
pipes. This  was  not  the  case;  compet i to rs  in S w e d e n  
and  J a p a n  took on  the  supply  of 200,000 tons  of la rge  

l Detai led information about Russian pipel ine  bui lding see  A n n e -  
l iese  S o b e k : Enlargement  of the pipel ine  ne twork  in the USSR, 
in WIRTSCHAFTSDIENST, Vol 43 (1963), No. 7, p. 299 ff. 
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