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its ult imate redundancy,  since the final goal is 
complete coordination of external  aid by the recipient 
government .  It is probable, however ,  that the exist- 
ence of the Group promotes  an a tmosphere  of mutual  
interest  in bilateral  assistance programs; a gap 
would be left were  the Group to cease its functions 
while foreign aid continued to flow to Thailand. 

Whi le  Thailand is a country which has a re la t ive ly  
wel l -developed administrat ive mechanism, and might 
be considered by some observers  as a "special  case ' ,  
the example  set by the Bangkok Group might  well  
be taken up in other  countries. Recent  official state- 
ments, by a number of aid-recipient countries in the 
Far Eastern region, fol lowing the example  set by the 
Bangkok Group, have  urged aid-supplying countries 
to join forces with them in efforts to coordinate  the 
flow of technical assistance. 

The DAC has also encouraged better  local arrange- 
ments in the less-developed countries themselves,  to 
ensure that adequate  consultation on aid questions 
takes place. One of the techniques that has been 
employed by the DAC has been the adoption of a 
set of guidelines for the coordinat ion of technical 
assistance on the spot. These guidelines quite natural-  
ly put main emphasis on the responsibi l i ty of the 
recipient  country itself to create  a central  institution 
or bureau through which all assistance requests  would 
be handled. This office should possess sufficient 
authori ty to enable  it to ensure that aid funds are 
solicited for and al located to those sectors of the 
economy to which the development  plan has accorded 

priority. The guidelines encourage donor countries 
and agencies  to g ive  their  full support  to such a 
central  office, if it exists, and if one does not exist, 
to give full support and encouragement  to the re- 
cipient government  in its effort to create  one. 

The DAC guidelines have  been sent by Member  
governments  to their  respect ive embassies and field 
missions. It remains to be seen what  local ini t iat ives 
will result  from this at tempt to stimulate coordination 
of bilateral assistance at the local level,  which has 
been inspired by the successful exper ience  in Thai- 
land. 

Despite the obstacles to the effect ive coordinat ion of 
development  assistance, it is apparent from the 
var ie ty  of institutions and techniques which have  
been created to deal with this immensely  complex 
problem that the will to succeed is present.  Much 
more needs to be done to improve the flow of infor- 
mation, which is the heart  of coordination, particular-  
ly at the local level .  The success of coordination 
depends in a large measure  on the full part icipation 
of the aid-receiving country,  and the real isat ion by 
the recipient  that better  coordinat ion will make  a 
direct and visible contribution to economic develop-  
ment. As the level  of sophistication of the govern-  
ments of the less-developed countries improves, so 
will there be improvement  of their  understanding of 
the need for joint  action. Most of the suppliers of 
development  assistance are now prepared to take 

more concrete  action in support  of improved co- 

ordination of their  respect ive  bilateral programs. 

CZECHOSLOVAKIA  

Changes in Management of Foreign Trade 
By Jan Pleva, Prague 

I t is a mat ter  of common knowledge that changes in 
the management  of nat ional  economy are in progress 

in several  socialist  countries. The basic character of 
these changes may, however ,  often remain a little 
nebulous to an observer  from abroad, especial ly  if 
coming from the West.  Al though they  proceed in the 
same broad current, nevertheless ,  they depend on a 
rather var ied  set of concrete  conditions in each country,  
and it would he difficult, and may  he even  premature,  
to at tempt a general isat ion at the present  moment.  
However ,  it might be useful to i l lustrate the general  
character of these measures  by changes that are now 
being carried out in the sphere of foreign trade in 
one of the socialist countries, in Czechoslovakia. 

Initial Situation 

To give  simply main characteristics of the changes 
without  the knowledge  of the background would 
hardly  present  the necessary  survey:  and having this 
in mind we might start  to advantage.  

It is well  known that, after World  War  II, a 
system of management  of national economy developed 
in Czechoslovakia, known as a central ist ic or di rect ive  
system of administration. 

The reasons of this were  both internal and external  
(economic reconstruction, ideological  cold war, em- 
bargoes,  etc.) and this state could be overcome to an 
extent  only  by ext raordinary  measures.  We  take it 
for granted that this system outl ived its purpose, and 
new ways of management  are  being sought. Here,  we 
shall outline only some traits of the old system that 
created a special  situation for administrat ion of 
foreign trade. 

To begin with, foreign trade was conceived as a 
source from which to cover  the insufficiencies of a 
plan based on mater ial  balances:  the material  plan 
was primary, foreign trade was being incorporated 
subsequently.  This method could never  he fully 
successful: exports  had to be increased or imports 
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decreased primarily with regard to fulfilling material 
balances. Economic processes were neglected, the 
balancing act became paramount, the problem of 
economic effectiveness receded into the background. 
As a result, Czechoslovakia's part in the international 
division of labour and cooperation did not by far 
meet the country's needs, foreign trade ceased to 
play the necessary active role of the stimulus of 
economic growth and elasticity of the whole econ- 
omy. Instead of being a factor of increasing effect- 
iveness and adapting the structure of production to 
the requirements of the scientific and technical de- 
velopment, foreign trade gradually grew to be a 
limiting factor. Czechoslovakia achieved approxi- 
mately the same per capita turnover of foreign trade 
that is typical for bigger West European countries, 
however, less than half of the sum shown by smaller 
industrial countries in a more similar position. 

This system, introduced in a period of international 
emergency (cold war) to protect the internal econ- 
omy, called forth problems that, at a certain period 
of development, had to be faced also in Western 
countries: separation of the home price system from 
the world market prices. In Czechoslovakia, this 
separation was stressed by the constitution of a closed 
system of specialised enterprises, monopolising for- 
eign trade. Consequently, industrial enterprises ceased 
to be interested in the results of foreign trade 
operations (for they were dealing with foreign trade 
enterprises on the basis of internal prices), and, 
naturally, lost touch with foreign markets altogether. 

The Essence of the Reform 

The basic and leading idea of the reform in the field 
of foreign trade is therefore t h e  r e n e w a l  o f  
m a r k e t  r e l a t i o n s  b e t w e e n  p r o d u c e r s  
a n d  f o r e i g n  m a r k e t s .  Specialised trade enter- 
prises can in future only mediate as far as their 
existence will be economically justified. This concept, 
naturally, brings in its train the necessity of many 
changes in the economic as well as in the organi- 
sational condition of the enterprise, equally in pro- 
duction and in trade. It may be said that the gist of 
the w h o 1 e reform on the microeconomic level is the 
new position of the enterprise, its existence depending 
no more on the fulfilment of planned gross production, 
but on economic results, meaning the rehabilitation 
of the economic calculus: this is valid even more so 
for the position of the enterprise face to face with 
foreign markets. The profit, and the risk, of foreign 

trade operations is being transferred, in principle, to 
the producer; competition in foreign markets is 
becoming his inexorable teacher. If he wants to stand 
up to it, he must pay his way, specialise, cooperate, 
purposefully combine on the national, as well as on 
the international, level. 

Next logical step is, quite naturally, a new solution 
of the relations between the enterprise and the central 
authorities. So far, individual enterprises or industrial 
concerns were under the operational control of the 
corresponding ministry, the principal aim being the 
fulfilment of what were in substance short term 
quantitative targets. The concept of planning, however, 
undergoes a change: the opinion prevailed that the 
role of planning will not be diminished, but on the 
contrary enhanced, if oriented predominantly towards 
the creation of favourable conditions for long-term 
development. Undoubtedly, in foreign trade that means 
influencing the development of the economic struc- 
ture in such a way that enterprises may compete 
with benefit in foreign markets on the basis of meet- 
ing the customers' needs and requirements; so far, 
they were rather trying to sell on the basis of a 
subjectively formed structure of production. This 
means rehabilitation of certain economic categories, 
especially of the world market prices (prices realised 
in foreign markets) and economic calculus, concurrently 
with finding a new balance in the relative spheres of 
activities of the central organs and of the enterprise. 

In Western economies, an enterprise is relatively 
very independent from the central administration, 
and may relatively easily develop activities not in 
accord with broader interests of the society. In a 
centralistic system, activities of an enterprise are 
bound by .directions that are very detailed and limit 
its field of manoeuvre in the name of social interest, 
this being too often only a matter of subjective views 
of the planning organ. Objectivity of the so-called 
%ocial aspect" cannot but correspond to the degree 
reached in the knowledge of objective reality, and 
this may be failing. The system of centralised manage- 
ment cannot but substantially limit the possibility 
of independent and initiative activities of the lower 
links of economic management, makes decisions of 
higher organs absolute, but fails to assure sufficient 
feed-back in case +their decisions are not rational. 

On the other hand, one could hardly allow a socialist 

economy to disintegrate into a number of antago- 
nistic interests, where priority should be given to 
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partial  group advantage.  As a mat ter  of fact, today 
such a state is deemed undesirable  even  in Wes te rn  
economies,  and even  there  ways  are sought to bal- 
ance the interest  of the society with that  of the 
pr ivate  enterpr ise  by means of some sort of planning. 
In principle, the problem is of environmenta l  build-up 
for the enterprise  to function with profit to itself and 
advantage  to the society,  for it to be compelled to 
such act ivi t ies  not by norms, decrees  and directives,  
but by its own, preponderant ly  economic, interests. It 
is then necessary  to create  a milieu in which it wil l  
appear both to the individual  and to the whole  
col lec t ive  useful and advantageous  to be ini t ia t ive to 
gain mater ial  reward as wel l  as to satisfy inborn 
extra-economic aspirations. There is l i t t le doubt about 
it that most people  wish to do something to find 
their  own place in the society,  to become respected 
in their collective,  to find their  status in the socialist 
society. 

The Solution 

This chapter may  be introduced by stating that pro- 
posed solutions are not  regarded as ,absolute. Un- 
explored fields are being trodden, some methods and 
economic categories  are to be used for the benefit  of 
socialism that have  been current  under capitalism, 
but not  in present  forms of management  of the 
socialist society. Furthermore,  some categories  .are to 
be uti l ised that, in the g iven form, have  not existed 
at all. The new measures  are therefore  to be regarded 
as an open system, subject  to change and develop-  
ment in time. 

First of all, certain economic, preponderant ly  financial 
duties are  laid upon the enterprise,  constructed in 
such a w a y  as to create  conditions for economic 
activit ies anticipated by  the plan. The means of 
fulfilment, the mater ial  scope of act ivi t ies a re  left to 
the enterprise.  Concurrently,  it is endeavoured to 
find such organisat ional  forms of enterpreneuria l  
act ivi ty  that will  enable  maximum feed-back: the 
organisat ion should assure t imely signall ing of neces-  
sary changes (both economic and organisational),  and 
at the same t ime the whole  system should give these 
changes free way. There may  be changes of economic 
conditions, market ing  methods, forms of organisation, 
changes of the production mix and regional  structure 
in foreiga trade, and many  other. The problem is of 
course the finding of the proper  tie be tween  the 
freedom of decision on lower  levels  of management  
and the forms of central  planning necessary  in 
socialism, especial ly  in the case of foreign trade. It 
is an effort to synchronise the operat ional  optimisation, 
freedom of manoeuvre  and a l ternat ive  of choice on 

the microeconomic leve l  with simultaneous safe- 
guarding of broader  targets  and development  of the 
long-term macroeconomic  plan. This is a most com- 
pl icated task, involv ing  not only the relat ion of plan 
and market,  but even  the concept of the v e r y  sub- 
s tance of the plan itself. In this short information we 
must pass over  this quest ion and rather  proceed to 
present  the concrete  solution. 

One may  say  that  there  are  three aspects to such a 
method of management :  economic, legal, and organi- 
sational. 

Economic Aspect 

It has been mentioned that  in future the producers 
should be set face to face with foreign markets.  
Consequently,  they  will  not  be separated from those 
markets  by  the barr ier  of specialised monopoly  enter-  
prises and double price system, but the real isat ion of 
their  product abroad will  influence their  economic 
results, i.e. their  income. If we take here  no account  
of a certain period of transition, it will  mean that 
in principle the division be tween the internal  and the 
world market  prices will  be abolished. It is clear that  
there neve r  will  be a complete ha rmony- - i t  exists in 
no country  in the wor ld - -and  that current  financial 
and trade pol icy instruments will  be used. There is 
hardly  any need to stress that such circumstances will  
enforce considerable changes in the structure of pro- 
duction, and therefore  it will not  be a short- term 
reform, but a long period of economic and structural  
adaptat ion throughout  the whole national economy.  

Economic responsibi l i ty for operat ions in foreign 
markets  requires natural ly  a corresponding degree  of 
economic independence.  The producer  will  have  to 
be g iven the right of choice, i.e. to sell or not  to sell, 
carry  out the trade direct ly  or by the intermediary,  
etc. The main requirement  being that the information 
about the state of the foreign market,  and the neces-  
si ty of adaptat ion should cease to be the duty of the 
t rader  only,  as it has been so far, and that it should 
pass over  also to the producer.  

Legal Aspects 

We ment ioned that a socialist economy cannot give 
up planning, the possibi l i ty of not  only  influencing, 
but in fact creat ing conditions of long-term develop-  
ment, in spite of the fact that  it will  adopt different 
methods and instruments than up to now. In foreign 
trade it is necessary  to ensure long-term trade relations 
in the broadest  sense: industrial  cooperat ion and 
agreements  about the division of production pro- 
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grammes with socialist countries, and, as far as con- 
venient  to both sides, also with Wes te rn  countries. 
There is also no intention to split foreign trade 
act ivi t ies among a lot of small units which could 
hardly  find the necessary  trust and goodwil l  abroad. 
The internat ional  t rend goes to the growth of bigger  
units, and to the change of the internat ional  t rade 
into a system of long-term economic l iaison and 
cooperation,  and it would be out of place to renounce 
such an advantage.  Therefore,  the state monopoly  of 
foreign trade will  be maintained, al though in a 
changed conception:  its substance is no more under- 
stood as the authori ty  of the state to in tervene 
direct ly  into the enterpreneuria l  activities,  but as the 
right of the state to specify the conditions, under  
which foreign trade should be administered and to 
appoint, or even  organise enterprises to carry  it on. 
The basic principles should be determined by the  
Government ,  the Ministry of Foreign Trade to be 
preponderant ly  the planning organ. 

Organlsetional Aspects 

Abolishing the hitherto exist ing isolation of the internal  
market  from fluctuations of the world market,  the 
incidence of the results on the producer,  necessi ty  to 
build up special ised and economical ly  independent  
enterprises implies also the necess i ty  to carry  out 
certain organisat ional  changes. The point  is not  in 
regarding these new forms as absolute: the idea is 
rather  to create  a broad field for the economic 
act ivi t ies  of enterprises  and leave  them the choice 
of var ied  forms and methods, to give free field to the 
changes that, in future, may  appear as advantageous,  
or even  necessary.  At the present  stage, fol lowing 
changes should be introduced: 

As the most appropriate  form of joining the interests, 
influence and responsibi l i ty of the producing enter- 
prises (concerns) with the necessary  degree  of con- 
centrat ion appears the company limited by shares. The 
shareholders of a trading company will  be most ly its 
customers on the production side, part ly also other 
trading enterprises or even  the commercial  bank. The 

organisat ion of the  company and the  rights of share-  
holders are regulated by the Czechoslovak law on 
similar l ines as is usual all over  the world. This form 
will  probably be used in the trade with machinery 
products, chemicals, textiles, shoes, woodworking 

products, glass and porcelain.  

In a case where  the technical side prevails ,  e.g. 

capital  goods, whole  production plants, unique ma- 

chines, the producer  will  carry out the trade directly, 

or by in termediary  of his own specialised subsidiary. 
Such should be the case e.g. for such renowned ma- 

chinery producers  as SKODA or CKD. 

The above possibili t ies are not  exhaust ing:  it is pre- 
sumed that combinations of importers,  expor ters  and 
producers will  come into being for t rade in raw 
materials,  specific combines to carry  out big complex 
operations, etc. As compared with the past, no per- 
manent  and unchangeable forms are  being fixed, 
without  infringing, however ,  the right of the central  
authori ty to influence the development  if necessary.  

What Is the Purpose of the Changes? 

The newly  introduced market  mechanism creates a 
bigger  scope for the development  of foreign trade. 
It creates a wider  access to the Czechoslovak market ,  
for imports should be regulated,  in principle, mainly  
by comparable  costs, by the state of foreign exchange 
reserves  and by the export  capaci ty  of the Czecho- 
s lovak economy. It may  be expected that  the changes 
will  p romote  not  only trade with the socialist  coun- 
tries, but also with the West ,  under  the  condit ion of 
course, that also Western  countries will  wi thdraw 
direct ive and administrat ive l imitations that are some- 
times in force with respect  to Czechoslovakia.  In 
Czechoslovak foreign trade, tendencies  will  be strength- 
ened towards mult i lateral i ty,  special isat ion and co- 
operation, which will create  conditions for a growing 
turnover  and free exchange. State interference with 
this sphere will be limited just  to ensure  the princi- 
ples of management  of the nat ional  economy as wel l  
as the principles of internat ional  trade, specif ical ly 
internat ional  obligations and the growth of inter- 
nat ional  cooperation.  

Our hope is that this system will  help to considerably 
increase our part  in the internat ional  division of 

labour, which will  enforce a growth of effectiveness,  

profitableness, faster adaptat ion of economic ac t iv i ty  

to the result  of the world scientific and technical 

progress, and that in its turn it will  be advanced by 
it. As producer  enterprises will  take direct  part in the 
competi t ion of internat ional  markets,  they  wil l  have  

to reconsider  their  conceptions of specialisation, co- 

operat ion and combination, and in fact the whole  
structure of industrial  production.  There  will  be  a 
growing interest  in broader  and more var ied  economic 
relations with all partners on equi table  conditions. 
In the eyes  of the planner,  foreign trade will  appear 
not as a supplement or appendix, but as an act ive  

and dynamic element  of the economic growth, which, 

in its own right, will  gradual ly  influence the long- 

term structural  development  of the whole  economy.  

It would not be profi table nor promising to prophesy  

at the birth of a system that is only  jus t  coming into 

being. It is never theless  possible to say  what  are the 

ideas behind these changes. 

Apar t  from that, pure trading companies,  that will  
operate  on own account  or as brokers  according to 
circumstances will  go on existing. Advantages  of such 
a form, in case of assort ing groups of goods, market-  
ing of novelt ies,  etc., need not be stressed. 

The imports of machinery to Czechoslovakia  cover  
only about 1 1 %  of the internal  consumption,  whereas  
in o ther  comparable  countries it is as much as 50 %. 

It seems clear  that imports of machinery should grow 
re la t ive ly  faster than their  exports.  The imports of 
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industrial consumer goods cover about 5 % of the 
total consumption. If the variety on the inner market 
is to be appreciably increased, and at the same time 
is to call forth a certain competition in the home 
production, imports should probably cover at least 
20 % of consumption. The exchange of consumer 
goods with other countries should grow several times. 

Cooperations, and especially purchase and sale of 
licences and industrial know-how are insufficient 

and growing slowly in relation to both East and West. 

A substantial increase should enable a faster way to 
technical accomplishment, better use of raw materials, 

etc., and so, in its turn, to create a wider field for 
exchange. 

Foreign competition will give rise to an atmosphere 
of confrontation and competition for Czechoslovak 
goods in quality, costs, commercial adaptability, etc., 
which will influence technical and technological prac- 
tices and also the distribution of income. 

It may therefore be assumed that the above described 
measures in the field of foreign trade will exert a 
decisive influence on the further development of 
external economic relations as well as on the further 
development of the whole inner economy. 

World Business Trends 

Department [or Business Trends Research, 
The Hamburg Institute for International Economics 

Industrial Production and Labour in ~Vestern Europe 

T h e  slowing down of West Euro- 
pean economic growth in the past 
year found its expression above all 
in industrial production. Its in- 
crease--all  countries, excluding 
construction--declined from about 
4.5 ~ in 1965 to between 3 and 
3.5 ~ in 1966. This was the smallest 
growth rate for eight years. The 
development during the past year 
reflected conspicuously the weight 
of contractive forces increasing 
since autumn. Up to the middle 
of the year the previous year's 
corresponding level had been again 
surpassed by 4.5 %. In the third 
quarter, however, the growth rate 
fell to 3.5 ~ and in the fourth 
one to only about 1 % .  Consider- 
ing the usual seasonal influences 
West European industrial pro- 
duction has even begun to decline 
slightly since late summer, 1966. 

But this development was not 
representative of most West Euro- 
pean economies, it reflected above 
all declining industrial production 

in the Federal Republic of Germany 

and Britain, which alone contribute 

more than half of total industrial 
production in Western Europe. In 

the fourth quarter of 1966 in both 

countries the previous year's corre- 

sponding level was not reached 

anymore. On the other hand, indus- 

trial production in Italy simul- 

taneously increased by almost 11% 

and in France--in spite of a certain 
slowing down--growth reached 5 % 
still. The same rate applies to the 
Netherlands, Norway and Austria. 

However diverse production de- 
velopments were in the West Euro- 
pean economies, common to most 
of them was a decrease of the 
number of persons employed in 
industry. This applied not only to 
the Federal Republic and Britain, 
but also to Sweden, Denmark, the 
Netherlands, Austria, and Switzer- 
land. At mainly 2 to 5 % according 
to the latest available position in 
each case, the dimension of these 
cuts was very considerable. The 
number of employed persons rose 
but slightly in the French industry, 
and only in Italy and Norway an 
increase worth mentioning came 
about. Industry's mostly restric- 
tive employment policy has differ- 
ent reasons, but surely a cautious 
opinion on future production de- 
velopments plays a major part. 

Always when industry is re- 
ducing its efforts for hiring new 
labour, other economic sectors, 
which previously did not succeed 
due to their smaller attraction can 
better cover their demand for man- 
power. However, in an increasing 
number of West European countries 
for some time such reallocations 
did not suffice anymore to prevent 
an increase of unemployment (ad- 

justed for seasonal variation). Here 
the Federal Republic of Germany 
and Britain have been the out- 
standing examples, but France, Bel- 
gium, the Netherlands and Sweden 
were showing a similar tendency--  
although differing in impetus. In 
Italy finally the reduction of un- 
employment continued but slowly 
hitherto, in spite of the vigorous 
expansion. Altogether the West 
European labour market-- that  for 
years had been strained to excess 
almost chronically--is thus marked 
by relaxation. 

Labour market conditions in 
numerous countries during the last 
months were thus characterised by 
a coincidence of cyclical and sea- 
sonal factors tending to slow down 
activity, and the unemployment 
ratios frequently surpassed 3 %. 
This, however, does not yet mean 
the loss of full employment, for 
excluding seasonal variations the 
unemployment ratios mainly re- 
mained between 1 %  and 2 % . 
Among the European industrial 
countries--as in the last years - -  
only Belgium, Italy and Austria 
surpassed these figures. This ap- 
proach reveals the true dimension 
of a higher unemployment rate of 
scarcely 2% in the Federal Republic 
and Britain, although here the sea- 
sonal cumulation is a warning of 
the problems to be expected from 
a continuous recession. 

A consideration of seasonal in- 
fluences is also necessary if the 
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