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prob lems  s tand ing  in the  w ay  of a rapid  inc rease  in 
product ion.  The USA and the  Federa l  Republic  of 
G e r m a n y  took  pa r t  in these  endeavour s  which, though  
u n d e r s t a n d a b l e  in v iew of the i r  interests ,  was  never -  
the less  r emarkab le .  But pa r t i c ipa t ion  by  these  two 
countr ies  d id  not  m e a n  a fur~damental change in the i r  
a t t i tude  towards  the  In te rna t iona l  Tin  Agreement .  

This became  appa ren t  w h e n  the  th i rd  in t e rna t iona l  
t in a g r e e m e n t  p rov i s iona l ly  took effect  on Ju ly  1, 
1966, once  aga in  wi thou t  these  two countr ies .  This 
agreement ,  t ak ing  accoun t  of the  pr inc ip les  la id  
d o w n  in 1964 b y  UNCTAD, has  g iven  i tself  the  
addi t ional  task  "to make  a r r angem en t s  which will  
help ~o m a i n t a i n  .and inc rease  the  expor t  ea rn ings  
from t in . . . . .  to make  a r r a n g e m e n t s  for the  con- 
t inuing s tudy  of the  shor t - te rm and  long- te rm pro- 
blems of the  wor ld  t in industry ,  and  to encourage  
wider  pa r t i c ipa t ion  in o rgan iza t ions  devo ted  to 
research for p romot ing  the  consumpt ion  of t i n t  s ) 

Extension of Scope 

To w h a t  extent ,  however ,  is it poss ib le  to reach the  
a ims of this  ag reemen t  as long as impor tan t  ind iv idua l  
count r ies  are not  p repa red  to adhe re  to it? The ex- 
pe r iences  of ove r  ten  years  of i n t e rna t iona l  t in agree-  
men t s  h a v e  s h o w n  tha t  such an  ag reemen t  can  func- 
t ion  per fec t ly  sa t i s fac tor i ly  in t imes of excess ive  
output,  p rov ided  all impor tan t  p roduc ing  count r ies  
,are member s  of it and  submi t  to the  measures  pro- 
posed  b y  the  Tin Council .  As soon, however ,  as the  
marke t  beg ins  to suffer from a shor t age  of supplies,  

8 See: UNCTAD Commodity Survey 1966 (part II A), published 
by  United Nations Conference on Trade and Development, 
Geneva,  November  1966, page 118 seqq. 

the  ag reemen t  p roves  to be  l a rge ly  ineffect ive,  if 
some of the  lead ing  t in consumers  s t ay  outside.  To 
th i s  mus t  be  added the  u n c e r t a i n t y  su r round ing  the  
stock-pile d isposals  by  the  GSA as this  did not  ex- 
ac t ly  act as an  incen t ive  for the  deve lop ing  count r ies  
to in tens i fy  the i r  p roduc t ion  of tin. 

There  is wi thou t  a doubt  e v e r y  jus t i f i ca t ion  for se t t ing  
up as or iginal  and  p r i m a r y  aim of the  i n t e rna t iona l  
ag reemen t s  the  s tab i l i sa t ion  of the  pr ice  of tin. I t  
was p rec i se ly  ove r  the  pr ice  tha t  t he  r ep re sen t a t i ve s  
of the  p roduc ing  a n d  consuming  count r ies  had  the i r  
,differences of opinion.  All  the  more  impor tan t  would  
the re fo re  seem to b e  the  la tes t  d e v e l o p m e n t  in  the  
th i rd  t in agreement .  It p roved ,  a f te r  all, poss ible  to 
get t oge the r  in London for a ~echnical confe rence  
al l  the  count r ies  i n t e re s t ed  in the  p roduc t ion  and  the  
consumpt ion  of tin. To be  sure,  a technical  confe rence  
is as such no th ing  special .  But w h a t  ra ises  the  
London confe rence  above  the  level  of the  o rd ina ry  
is the  poss ib i l i ty  t ha t  it m a y  p rove  the  first  s tep 
a w a y  from the  p re sen t  t in  ag reemen t  wi th  pr ice  

s tab i l i sa t ion  as its ma in  aim towards  a wor ld  organi-  

sa t ion  whose  purpose  it  is to see  to it t ha t  the l imited 

t in  depos i t s  are  sys temat i ca l ly  exploi ted.  

In this  respect ,  the  In t e rna t iona l  Tin Counci l  would  

seem to h a v e  a un ique  oppor tuni ty .  It could  become  

the  o rgan i sa t ion  " th rough  which all the  la tes t  ideas,  

deve lopmen t s  and techniques  in the  uses  and  ap- 

p l ica t ions  of t in  from all ove r  the  world  could be  

assembled,  cons idered  and d i s semina ted  from t ime to 
t ime".  9} 

See: Tin International ,  London, March 1967, page 62. 

S O V I E T  B L O C  E C O N O M Y  

Bilateralism in East-West Trade 
By Ernst Lederer, Frankfurt/Main 

T 
he pol i t ical  s ide of the  re la t ions  b e t w e e n  the  
Federa l  Republ ic  and  the  social is t  s ta tes  of South-  

Eastern  Europe has  made  the  problems  regard ing  
Wes t  G e r m a n y ' s  t rade  wi th  these  count r ies  t ake  
second  place, a l though  they  had  for m a n y  years  formed 
the  objec t  of l ive ly  discuss ion in this  coun t ry ' s  
f inancia l  and  dai ly  press.  In v iew of the efforts  made  
by  the  Federa l  Republ ic  at  r e shap ing  its pol icy  towards  
Eas tern  bloc count r ies  this  is only  too unders t andab le .  
It may, however ,  be  a s sumed  tha t  qui te  a few 
problems  regard ing  our  t rade  re la t ions  h a v e  been  
so lved  sa t i s fac tor i ly  in the  las t  few years  and  tha t  
some progress  has  been  made  on bo th  sides. 

Nonethe less ,  this  sec tor  of our  foreign trade,  which 
cons t i tu tes  on ly  a smal l  p e r c e n t a g e  of our  overa l l  
ba l ance  of t rade,  is still  far  from be ing  free from all 
difficulties, and  cons t an t ly  requi res  specia l  efforts  
and careful  cul t iva t ion .  It m a y  be  expec ted  tha t  the  

new course  which the  German  G o v e r n m e n t  has  adop ted  
in its pol icy  towards  Eas tern  bloc count r ies  will  lead  
to an  expans ion  of t rade  re la t ions  wi th  the  count r ies  
concerned,*} even  though  the  ex t en t  to which they  
m a y  be  expanded  is l imi ted by  factors  which are  
l a rge ly  outs ide  the  scope  of our  own  inf luence.  Here  
it is t hough t  pa r t i cu la r ly  of the  diff icult ies which 
East European  c o u n t r i e s - - e s p e c i a l l y  those  which still  
lack a n  eff icient  i n d u s t r y - - m e e t  w h e n  se l l ing  the i r  
p roduc ts  in W e s t e r n  countr ies ,  e spec ia l ly  in  the  
Federa l  Republic  of Germany .  

The Principle of Bileterallsm 

It mus t  be  borne  in mind  t ha t  it has  a lways  been,  
and  in most  cases still  is, the  pr inc ip le  of these  
count r ies  to engage  in t r ade  wi th  o ther  count r ies  on 

*) For the purpose  of this report,  the social ist  countr ies  of Europe, 
excluding Yugoslavia, and the People 's  Republic of China. 
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a basis of strict bilateralism buying, if possible, only 
so much in ,a given country as the latter is capable 
of importing from that side. It may be assumed that 
this principle is no longer as rigidly and strictly 
applied by some of the countries under discussion 
as this had been the case in former years, since 
sizable surpluses towards some of these countries 
are notable, which will force them nilly-willy to use 
part of their foreign currency earnings in other markets 
for the financing of purchases made in Germany. On 
the other hand, we also see that two of our most im- 
portant trading partners from the socialist camp have 
for some years exported much more goods to the 
Federal Republic titan they have imported from this 
country. A country like ours, which abides by the 
principle of. unlimited freedom in the movement of 
goods, can only take note of such developments, 
perhaps with some surprise or even regret, but it 
cannot, and will not, endeavour to prevent them or 
interfere by imposing restrictive measures. It would 
hardly be necessary for us to deal with this phenom- 
enon if we were not convinced that the two 
countries--I am speaking of the Soviet Union and 
Pol, and--have in fact need of goods produced in West 
Germany, which they could well buy if they adhered 
to bilateralism in trade relations with us. Well, we 
all know that in the socialist camp the demand for 
freely convertible currencies for various purposes is 
rather substantial. In such cases one should, however, 
no longer complain about the difficulties which, e.g., 
Common Market regulations concerning imports of 
farm produce from non-member countries present 
with regard to the exports of the two above-mentioned 
countries to the Federal Republic. It is quite correct 
that especially in the case of Poland farm produce 
constitute a substantial portion of its exports to 
Germany and th'at under the regulations of the EEC- 
Commission for the importation of farm produce from 
non-member countries some of these exports can no 
longer be effected as easily as before. Nonetheless, 
the question of large surpluses in the trade balances 
of these two countries towards the Federal Republic 
still constitutes a mysterywfrom the economic point 
of view--for  many people. 

Other countries, mainly Rumania and Bulgaria, by 
contrast, are faced with exactly the opposite problem. 
These countries are anxious to promote industrial 
growth to a large extent with the aid of German 
plant and equipment, German machinery and German 
methods and techniques. It is true that quite a number 
of orders originally intended for Germany were 
finally placed in other countries. Yet, the purchases 
made by these two countries in the Federal Republic, 
and to a certain extent this is also true of Hungaria 
and Czechoslovakia, in terms of value have been far 

above their own deliveries to Germany. The question 
suggests itself how these countries can meet their 
ever-increasing liabilities towards the Federal Republic. 

In this connection it must not be overlooked that the 

goods we import from these countries are almost 
exclusively paid in cash upon delivery, which means 
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that no credit is granted and that the foreign cur- 
rency is received by the exporting country without 
delay. On the other hand, 'a large portion of German 
goods, particularly in the last three years, were sold 
to these countries on deferred payment terms ex- 
tending over several years, which means that the 
entries in West Germany's export statistics will not 
immediately be reflected in the buying country's 
balance of payments. The amounts in question which 
are quite substantial are thus spread over a period 
of perhaps five years enabling the buying country 
to distribute maturities in such a way that due regard 
is paid to the anticipated rise in its exports to 
Germany. In other words: the output of the industrial 
plant we supply is incorporated, directly or indirectly, 

in the payments schemes. Naturally, there is much 
theorising going on here--and there certainly is the 
risk that in the years to come especially if and when 
debt redemption dates accumulate, our exports to 
these countries may contract temporarily. Not all 
these countries are in a position, like the Soviet 
Union, to bridge possible gaps in their balances of 
payments through selling home-produced gold. As 
regards Bulgaria and Rumania, .the steadily growing 
number of tourists from West Germany will increase 
these countries' foreign exchange receipts quite con- 
siderably. 

Can Imports from the Soviet Bloc Be Liberalised? 

It is the Soviet Union which, as we have just seen, 
uses currency derived from deliveries to West Germany 
for purposes other than buying German goods. This 
practice, it must be noted, is not restricted to trade 
with the Federal Republic. Their surplus on trade 
account with the United Kingdom is even larger, 
although, as we all know, the British Government, 
some years ago, facilitated the granting of financial 
credits to the Soviet Union in the equivalent of the 
total amount of DM 1,200 million by taking over 
credit insurance guarantees. These credits which run 
for periods up to 15 years were designed to facilitate 
the purchase of industrial plant and equipment by the 
Soviet Union. As far as is known, the Soviet Union 
has made use of this possibility only reluctantly and 
it is reported .that its order placings so far reach less 
than half of the value of these credits. The reason 
for this restraint, they say, is the allegedly high rate 
of interest to be paid in foreign currency. It is, 
however, understood that of the total burden of inter- 
est the Soviet Union has to bear only between 5 and 
5.5 % p:a. 

All this shows that it is probably not lack of financing 
possiblities that causes some countries of the socialist 
camp to base their trade relations with Western 
induetrialised nations on other principles than that 
of bilateralism which they propagate as their own 
maxim. However, it is likely that the problem of 
British exports to the Soviet Union formed one of the 
items on the agenda of the meetings between the 
Soviet Premier Mr Kosygin and hi, s British hosts 
during his last visit to London. 
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Not only in London but also in the polit ical talks 
which the Federal  Republic had recent ly  with Rumania 
as well  as with Hungary  and Czechoslovakia, and 
also in the course of the present ly  suspended negoti- 
ations about a new trade agreement  with the Soviet  
Union, the quest ion of how to expand imports from 
these countries will  cer tainly play a major  part. As 
is well  known, the Soviet  Union and most other 
socialist countries demand of the Federal  Republic 
that the import of their goods be completely liber- 
alised. The least they demand, if not the most favoured 
nation clause (as was done by the Soviet  Union) is 
more or less equal  t reatment  with our trading partners 
in the Free World;  they descr ibe today 's  relationship, 
which still implies some restrictions in specific fields 
of trading, as discriminating. It is, moreover ,  beyond 
doubt that the Federal  Republic and other  Western  
countries will have  to make further concessions in 
this respect, especial ly  towards those countries which 
have  applied for admission to GATT, which will be 
granted sooner or later. The Federal  Republic, it is 
true, has a l ready met many  of these wishes by part ly 
l iberalising imports in May, 1966. There are, however ,  
good reasons which for the time being advise against 
fully liberalising our imports. 

Price Control 

It is an established fact that commodity prices in the 
state-control led economy of a communist  country do 
not have  the same significance in general  as well  as 
for the calculat ion of sales as in a country with a 
free market  economy. In the economy of a communist  
country prices, as so many  other things, are largely  
a poli t ical  instrument which may be used easi ly for 
specific purposes in international  relations be tween 
these countries and the Free World. Complaints about 
socialist countries offering goods of their  own or 
goods brought from third-party countries in certain 
markets at certain times below cost have  thus never  
ceased to be voiced. The Federal  Republic, too, has 
to reckon with this possibility, especial ly  in connection 
with the import of industrial products which our own 
industry has difficulty in market ing in Germany or 
abroad at prices that fairly cover  production costs. It 
is therefore understandable that these industries are 
opposed to complete l iberalisation of the import of 
goods manufactured by them from state-control led 
economies and that they  demand from the Federal  
Government  that some kind of price supervision be 
maintained. This has been done in the form of tenders 

which are unrestr icted in terms of quantity,  but which 
require that each contract  and the envisaged import 
under this contract  be reported to a central  agency 
thus providing for a control of the price for the 
respect ive commodity.  

Problems of Barter 

One of the instruments with which socialist  countries 
try to sell their products in sizable quantities,  even  
though the qual i ty  of these goods does not meet  the 

requirements  made on them in Western  countries, is 

the so-called barter contract  or direct exchange of 
commodities for commodities.  More and more cases 

are reported in which the placing of orders of con- 
siderable va lue  has been made dependent on the 
seller 's  taking products from the purchasing country. 

Apart  from the difficulties which this would involve,  

e.g., for an engineer ing works sell ing agricultural  

produce or products that are alien to its own oper- 

a t i o n s - w h i c h  in the final analysis will only be 

possible by important price concessions--such demands 

are  l ikely to carry with them serious disadvantages 

for the economy of the purchasing country itself. On 
the one hand, the Western  supplier will be compelled 

to make up for the loss to be incurred in the market-  
ing of goods that have  been forced upon him by 

calculat ing the price for his own del iver ies  accord- 

ingly. On the other  hand, the prices for goods accepted 
in barter and sold at reduced prices will undercut 

the regular  market  prices of other  clients, who may 

have  been faithful buyers of the products for many  
years. This will make it difficult to keep exper ienced 
and knowledgeable  importers interested. Therefore,  
most exporters  try to sell such bartered goods in third 
countries. This practice,  however ,  is apt to have  
detr imental  repercussions on the trade relations which 
we maintain with these countries. 

Industrial Cooperation 

A subject  which has been put up for discussion in 
recent  years  dur ing the examinat ion of our t rade 
relat ionship with East European countries has been 
so-called technical cooperation.  Here  it seems im- 
portant  to draw a clear dist inction be tween  the 
meaning which the two sides attach to this term. 
While  manufacturers  in Western  countries interested 
in industrial cooperat ion with enterprises in countries 
of the Eastern bloc will  think of genuine partnership, 
socialist  state authorities, with whom such decis ions 
would lie, will a lways adhere to certain Marxian 
principles and will, beginning with the theory  that 
the state is the holder  of all property,  subject  vast  
sectors of pr ivate  enterprise to their ideology. The 
hopes init ial ly harboured by the Wes t  about chances 
for genuine cooperat ion have  probably g iven  way  by 
now to the recognit ion that it would be wise  to speak 
of a certain division of labour--which may  cer ta inly  
be realisable---or even  wiser  of farming out contracts,  
a method which, incidentally,  has yie lded good results 
so far. Another  field where  cooperat ion might be 
more feasible seem to be joint  ventures  of var ious 
kinds in third-party countries. In this context  the idea 
suggests itself of cooperat ion in developing countries, 
which might ve ry  well  produce good results in that 
the know-how and skills of exper ienced management  
staff from Western  countries are employed together  
with cheap labour and auxi l iary  supplies from the 
East. But even  in this field no more than certain 
first steps and attempts have  been made and no 
notewor thy  results have  been achieved so far. 
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The Federal Government has repeatedly stressed its 

good will and intention to improve and strengthen 

relations with states of a different social order in the 

East and Southeast of our continent in many respects 

and to initiate and establish new relationships where 
this seems advisable. The cultivation of the trade 
relationships with the majority of these countries 
over many years has certainly done valuable pre- 
paratory work in this field. 

World Business Trends 

Department [or Businzu TrendJ Reaearch, 
The Hamburg Institute [or International Economics 

Slow Growth o] World Trade 

Wor ld  trade continued to in- 
crease during the first months 
of the current year. In the first 
quarter of 1967 foreign trade turn- 
overs of all countries (without the 
East-bloc states) were 6 to 7 % 
above those of the previous year. 
This rate of expansion is again 
somewhat lower than that in the 
fourth quarter of 1966. However, 
above all a comparison with the 
growth rate of 10 % for the whole 
of 1966 is showing clearly that the 
slowing down of economic growth 
in most Western industrial coun- 
tries is already proving to be a 
major obstacle to the expansion of 
world trade. The differing develop- 
ments of business activities in 
individual states and regions found 
their expression in these countries' 
foreign trade relations, although 
the growth rates did not always 
immediately give a proper im- 
pression of the most recent tenden- 
cies. 

Thus in the first quarter of 1967 
imports of the United States were 
still considerably higher than in 
the previous year's corresponding 
period (or 12.3 ~ This, however, 
was in fact only a reflection of the 
cyclical increase of foreign supplies 
till autumn 1966, while import 
values taking the usual seasonal 
variations into consideration are 
~luggish since that time. As against 

t'hat the United States' exports 

(first quarter of 1967: or 8.9 % ) 

also after a similar adjustment 

showed a distinct increase in the 

first months of this year. The 

balance of trade surpluses, that 
from the beginning to the end of 
1966 continuously decreased, have 

therefore grown again since the 
turn of the year. The American 
balance of payments has been 
somewhat relieved from this side 
in any case. 

The expansion of world trade is 
being kept in check particularly 
by sluggish demand in Western 
Europe. In this group of countries 
on which--including trade between 
its members--more than half of 
world imports are concentrated, the 
import values of the first months 
of 1967 were only slightly above 
those a year ago (first quarter: 
§ 2.5 % ). This result is to be 
attributed above all to the decrease 
in imports of the Federal Republic 
of Germany (-- 9.1 ~ but also in 
several other countries imports 
dropped or, respectively, increased 
hardly, e.g. in Belgium, the Nether- 
lands, Austria, Sweden, and Spain. 
In Britain (+ 4,2 ~ the abolition 
of the specific duty on imports 
still had its after-effects. On the 
other hand, the high growth rate 
of imports in Norway (4- 18.7 ~ 
Italy (+ 12.8 01o) andFrance (-}- 12.0) 
is an obvious result of the vigorous 
expansion of demand--lasting in 
the case of France till the turn of 
the year at any rate. 

Contrary to imports the West 
European countries' exports con- 
tinued to show a comparatively 
pronounced growth (first quarter 
1967: + 8 ~ as exports to areas 
outside Europe increased at a 
higher rate still. This was the case 
in particular for deliveries to 
East-bloc states (Jan./Feb.: ~ 33 ~ 
and Japan (or 38 % ). The extra- 
ordinarily rapid growth of Japanese 
demand reflects clearly the still 

unabated cyclical upswing in this 
country. Since simultaneously the 
expansion of exports slowed down, 
Japan's balance of trade became 
adverse again recently (imports 
January to April: or 21%, exports: 
+ 10 %). 

According to available export 
data of the industrial nations, im- 
ports of raw material producing 
countries also continued to grow 
considerably during the current 
year. For one thing higher demand 
in advanced raw material producing 
countries, particularly in South 
Africa, contributed to this develop- 
ment [imports in the first quarter: 
+ 32 % ). But also in the group of 
developing countries the relatively 
vigorous growth of imports ap- 
parently continued, a trend that 
set in already in the course of 
the previous year [imports 1966: 
4- 7 %). As regards the financing 
of their import requirements these 
countries at present should profit 
from the fact that an increasing 
number of industrial countries is 
intensifying their export drive due 
to their deteriorated employment 
situation. 

As the developing countries' ex- 
ports (1966: + 6.5 ~ are rising 
noticeably more slowly already 
since 'the middle of last year, 
their aggregate trade balance is 
marked by a tendency to deficits. 
Measured by the industrial coun- 
tries' foreign trade data this de- 
velopment continued in the begin- 
ning of 1967. The increase of export 
proceeds in developing countries is 
slowed down not only by the 
effects of the recession on the 
processing and storing of raw 
materials in the most important 
industrial countries, but also by 
the fall in prices connected with 
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