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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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pipes;  and  the  Soviet  Union  i tself  bui l t  up its own 
product ion.  The  COMECON-pipe l ine ,  w i th  i ts s ide 
lines, has  m e a n w h i l e  reached  Schwedt  a /Oder ,  t he  
Balt ic por ts  and  the  Danube  river.  

A n d  now the  N A T O  Counci l  has,  on  the  r ecommenda-  
t ion  of the  Economic  Commi t t ee  of NATO, l i f ted the  
emba rgo  as f rom N o v e m b e r  10th, 1966. For this  it 
gave  the  r a t h e r  cur ious  r ea son  tha t  u n d e r  p resen t  con- 
d i t ions  the  m e a s u r e  was  no  longer  necessa ry ;  t ha t  i t  
was  " inoppor tune" .  In the  l igh t  of all  t ha t  ha s  b e e n  
said here,  howeve r ,  t he  em ba r go  could in p rac t i ce  
n e v e r  be  "oppor tune" .  

Anyhow,  the  dec is ion  to lift t he  embargo  could  be  a 
symp tom for some r e t h i n k i n g  abou t  W e s t e r n  t r ade  
w i th  t he  East, and  th is  all  the  more  s ince  in r ecen t  
weeks  the  Un i t ed  Sta tes  has  p r o p a g a t e d  an  expans ion  
of t rade  exchanges  w i th  the  Sovie t  bloc. In the  Federa l  
Republ ic  i tself  the  l i f t ing of the  embargo  has  pa r t l y  
b e e n  w e l c o m e d  an d  p a r t l y  b e e n  r ece ived  w i th  a feel- 
ing of res igna t ion .  Such fee l ing  is no t  just i f ied.  Ra the r  

could  the  Paris  dec is ion  of November ,  1966, be  con-  
s idered  to be  su i tab le  to beg in  a new  p h a s e  in devel -  
oping t rade  re la t ions  wi th  the  East  bloc and  wi th  t h e  
Sovie t  Un ion  in par t icular .  

W h a t  impac t  of the  NATO Counci l ' s  dec is ion  on  Ger-  
m a n  t rade  wi th  the  East  can  be  expec ted?  The re  is 
ce r t a in ly  no prospec t  for r ega in ing  immedia t e ly  t h e  
good will. Yet, the  t ime of the  l i f t ing of the  e m b a r g o  
can  be  r ega rded  as f avourab le  for the  Federa l  Re- 
publ ic  s ince  it  m a y  h a v e  a pos i t ive  impac t  on  t h e  
German-Sov ie t  t r ade  nego t i a t ions  which h a v e  not  ye t  
b e e n  concluded.  But apa r t  f rom this  shor t - t e rm aspect ,  
the  long- te rm factors  shou ld  be  t a k e n  into accoun t  
s ince  the  chances  of t r ade  w i th  the  East  are  ly ing  in 
the  future;  ma rke t s  in  the  Sovie t  b loc  count r ies  a re  
still  l a rge ly  unsa tu ra ted .  W i t h  some in i t i a t ive  on  t he  
par t  of p r i v a t e  firms as much as of the  G o v e r n m e n t  
the  marke t s  in  the  Sovie t  bloc coun t r i es  m a y  in t he  
long run  become  in t e re s t ing  to the  G e r m a n  e c o n o m y - -  
e v e n  if a t  p r e sen t  the  Eas t -Wes t  t r ade  exchange  is, on  
the  economic  side, st i l l  be ing  l imited.  

EDF Favours Resident Construction Firms 
By Dr Rolf O. Brenner, Frankfurt/Main 

o ve r  the  pas t  few yea r s  the  G e r m a n  cons t ruc t ion  
indus t ry  has  become  inc reas ing ly  invo lved  in in- 

t e rna t iona l  commerce .  Its successes  in  W o r l d  Bank 
p r o j e c t s - - w h i c h  are  n o r m a l l y  put  out  to i n t e rna t iona l  
t e n d e r - - a r e  proof  of i ts  technical  ef f ic iency and  com- 
pe t i t iveness  on  wor ld  marke ts .  In 1965, G e r m a n  con- 
s t ruc t ion  f irms were  aw ar ded  bui ld ing  con t rac t s  b y  
the  W o r l d  Bank wor th  abou t  DM 190 million. This  is 
abou t  3 0 %  of all  fore ign  con t rac t s  conc luded  las t  
y e a r  b y  G e r m a n  cons t ruc t ion  firms. However ,  t he i r  
sha re  of funds  p laced  for cons t ruc t ion  purposes  b y  
the  EEC European  Deve lopmen t  Fund (EDF) was  con- 
s ide rab ly  smaller .  

I t  is in t e res t ing  tha t  the  pos i t ion  of the  French con- 
s t ruc t ion  i ndus t ry  is exac t ly  the  opposite.  French 
cons t ruc t ion  compan ies  are  no t  v e r y  successful  w h e r e  
W o r l d  Bank con t rac t s  are  concerned .  But t hey  are  
ex t r eme ly  successful  in the i r  t ender s  to the  European  
Deve lopmen t  Fund. The  r ea son  w h y  the  French th ink  
t h e y  m a k e  such a bad  showing  wi th  the  W o r l d  Bank 
is to be  found in the  1965 A n n u a l  Repor t  of French 
cons t ruc t ion  firms work ing  in ex-colonia l  Af r i can  ter-  
r i tor ies  (SYMETRA): "There  we re  and are  m a n y  
reasons  w h y  French firms do not, in fact, h a v e  the  
same chances  of success  w h e n  t ende r ing  to the  W o r l d  
Bank as the i r  Amer ican ,  English, G e r m a n  and  o ther  
compet i tors .  However ,  in those  count r ies  which were  
p rev ious ly  unde r  French dominat ion ,  French firms can  
compensa te  for such d i s a d v a n t a g e s  b y  the  var ious  
a d v a n t a g e s  which accrue  to t hem because  of the i r  
t rad i t iona l  res idence ."  

It is p rec i se ly  these  "var ious  a d v a n t a g e s "  which pre ju -  
dice to a la rge  ex ten t  the  chances  of G e r m a n  and  
o the r  European  cons t ruc t ion  firms wi th  the  European  
Deve lopmen t  Fund. Such a d v a n t a g e s  m e a n  t ha t  no  
rea l  compet i t ion  exists.  French cons t ruc t ion  compan ie s  
which h a v e  b e e n  re s iden t  for decades  in the  assoc ia ted  
Afr ican  States  know the  m a r k e t  t h rough  and  t h rough  
and  sti l l  ma in t a in  close pe r sona l  and  work ing  re la-  
t ions  wi th  the  compe ten t  author i t ies .  

On ly  if he  is p r epa red  to make  v e r y  grea t  and  ex- 
t r a o r d i n a r y  sacrif ices can  an  ou ts ider  p e n e t r a t e  th is  
sys tem of prec ise  knowledge  of c i rcumstances ,  per-  
sonal i t ies ,  t ax  regulat ions ,  legal  r egu la t ions  and, in 
par t icular ,  the  i n t e rp re t a t i on  of these.  

G e r m a n  Contr ibut ion 3 4 %  . . .  

The first  European  Deve lopmen t  Fund (from 1958 to 
1963) was endowed  wi th  abou t  $ 580 million, or abou t  
DM 2,300 mill ion.  Accord ing  to the  Yaond~ Agree -  
m e n t  on assoc ia te  m e m b e r s h i p  of the  EEC for the  
Afr ican  States  and  Madagasca r ,  the  second  Devel-  
opment  Fund  has  abou t  $ 800 m i l l i o n - - t h a t  is DM 
3,200 mi l l i on - - t o  d is t r ibute  for economic  and  social  
projects .  These  funds will be  made  ava i l ab le  for suit-  
able  p ro jec t s  to those  deve lop ing  Af r i can  coun t r i es  
which were  former ly  French colonies.  These  funds  are,  
a lmost  w i thou t  except ion,  s t ra igh t  advances .  T h u s - -  
con t r a ry  to mos t  o ther  mul t i - l a te ra l  capi ta l  aid or- 
g a n i s a t i o n s - - i t  is the  pol icy  of the  European  Devel-  
opment  Fund  not  to g ran t  credits ,  bu t  to make  gifts. 
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