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World Business Trends 

Department [or Business Trends Reaeurch, 
The Hamburg Institute [or International Economics 

Business Incentives for World Trade 

T h e  deve lopment  of world trade 
showed first indications of an in- 
crease in business ac t iv i ty  in the 
past  year ' s  last months. However ,  
after the preceding period of weak- 
ness beginning last spring, this 
change in the t rend could no longer  
p reven t  another  strong decrease 
of growth rates. 

In the  second half of 1967 ac- 
cording to first est imates all coun- 
tries '  foreign trade turnovers  (ex- 
cluding East-bloc states} should 
h a v e  surpassed those of the  previ-  
ous year ' s  corresponding period 
not even  by 3 per cent. With  that 
the increase for the whole  of 1967 
reached bare ly  5 per  cent. This 
speed of expansion was only half 
as fast as that  in the preceding  
four years. 

This slight cyclical  recupera t ion  
of foreign t rade turnovers  set t ing 
in recent ly  or iginated exc lus ive ly  
from the industrial  nations, particu- 
lar ly  Wes te rn  Europe. Here  the 
internal  exchange of goods as wel l  
as supplies from economies outside 
Europe have  risen not iceably  since 
last  autumn. In comparison with a 
year  earlier, the  Wes t  European 
countr ies '  imports never theless  in- 
creased by but 3 per cent  in the 
second half-year.  For the whole  of 
1967, there was no higher  growth 
rate (after + 8 per cent in the 
previous year}. This was the 
smallest  increase since 1958. 

Outside Wes te rn  Europe Japan  
exper ienced a fast import  growth 
(23 per cent} during the  whole  of 

1967, which was due to its con- 

t inuously v igorous  expansion of 

demand. During the last months 

only, an overcoming of the cycl ical  
s tagnation of imports began in 

North America,  too. Al though there  
for the whole of the past  year  the 
increase of imports at 6 per  cent 
was twice as much as in Wes te rn  
Europe, this was only a ref lect ion 
of the different development  till 
the beginning of 1967, while  later 
the weak  tendencies  and the fol- 
lowing r ecove ry  largely  ran on 
paral le l  lines. 

The cycl ical  st imulation of the 
d, emand for imports, start ing in 
the industrial  countries at the end 
of 1967, began  to be ref lected in 
their export, too, as their  mutual  
t rade relations are v e r y  close. Thus 
in Wes te rn  Europe three quarters  
of foreign trade turnovers  fall to 
the share  of t rade within this 
area as well  as with North  Amer ica  
and Japan,  while  in North Amer ica  
the corresponding share reaches 
two thirds still. It is true, though, 
that hi therto the changing trend 
was less pronounced in the in- 
dustrial  nations'  exports  than in 
their  imports. This deve lopment  
is caused by the cont inuously weak  
demand of raw mater ial  producing 
countries.  Even al lowing for the 
temporary  delays due to the 
dockers' strike in Britain, del iver ies  
to these countries stagnated.  

The OECD countr ies '  data on 
their  foreign trade with overseas  
developing nat ions indicate  that  in 
the second half of 1967 the less 
developed countr ies '  imports were  

considerably smaller  than in the 

previous  year 's  corresponding 

period. Al though just  in this case 
the deve lopment  had been particu- 

lar ly  influenced by the British 
strike losses, the tendency had 

set in a l ready earlier.  Under  these  
circumstances the developing coun- 

tries '  total  impor t s - - in  spite of 
re la t ive ly  high growth rates till  
the  middle of the  y e a r - - f o r  the  
whole  of 1967 should have  sur- 
passed those of 1966 by a small 
margin only. 

The beginning rev iva l  of demand 
in industrial  countries has, on the  
other  hand, s t imulated imports 
from developing countries already 
noticeably.  Obvious ly  raw material  
suppliers were  favoured rather  
ear ly  by the expans ive  effects of 
orders placed by processors  for 
addit ions of stocks, all the  more 
since by that  also the pressure on 
prices in raw mater ial  markets 
declined. However ,  this improving 
tendency set in too late, and thus 
in v i ew of the preceding decline 
a considerable export  increase of 

developing  nations for the whole  

of 1967 should not be  expected.  
After  from 1961 to 1966 export  

proceeds increased by 5 to 9 per  

cent annually, in the past  year  
the  less deve loped  countr ies '  
susceptibil i ty to growth troubles 

in the highly deve loped  economies  

was proved  again for the first t ime 
in many years. 

The adjustment  of imports to the 
deter iorat ion of the export  situa- 
tion in developing countries oc- 
c u r r e d - m e a s u r e d  against  past  ex- 
p e r i e n c e s - r e l a t i v e l y  soon. The 
pronounced worsening of the trade 
balance,  which in the  first half of 
1967 was typical  for the develop-  
ing countries as a group, should 

thus have  been  superseded by  a 

reversed  t rend a l ready in the 
second half of 1967. So the import 

surplus for the whole  year  should 

have  been about the same as in 

the preceding year.  However ,  the 

stabil isation measures  in the field 
of foreign trade necessar i ly  had 
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Index Numbers of World Market Prices of Foodstuifs and Industrial Raw Materials 

1967 1968 

February  May  Augus t  November February  March 
Index and commodi ty  group 
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t Index compiled by the Hamburg Institute 

de t r imen ta l  effects  on  growth,  a 
p rob lema t i ca l  consequence  jus t  for 
deve lop ing  countr ies .  

In t he  nex t  m o n t h s  the  cont inu-  
ing cycl ica l  i nc r ea se  of d e m a n d  in 
indus t r i a l  coun t r i es  will  fu r the r  
s t imula te  t he i r  m u t u a l  t r ade  as 
wel l  as expor t s  of d e v e l o p i n g  coun-  
tries. On the  o the r  hand ,  the  Un i t ed  
States '  con t inuous  efforts  to  elimi- 
na t e  i ts b a l a n c e  of p a y m e n t s  defici t  

Raw Material Markets 
Renewal of the Coffee Agreement 

D u r i n g  t he  las t  months ,  t he  inter-  
na t i ona l  coffee m ar ke t s  we re  
charac te r i sed  b y  the  nego t i a t ions  
abou t  a r e n e w a l  of the  In ter -  
na t iona l  C o f f e e A g r e e m e n t  exp i r ing  
on  Sep t ember  9, 1968. A l r e a d y  
before  t h e  end  of l as t  year ,  the  
quo ta t ions  for a lmos t  all  impor t an t  
coffee qual i t ies  b e g a n  to rise, 
a f te r  the  con fe rence  of t he  Inter-  
na t iona l  Coffee Counci l  had  ag reed  
on  size and  d i s t r ibu t ion  of the  
expor t  ba se  quota.  Thus  on  of the  
mos t  s ign i f ican t  obs tac les  could 
b e  s u r m o u n t e d  be fo re  the  con- 
c lus ion  of a new  agreement .  

In v i ew  of the  h igh  wor ld  coffee 
stocks, which p r o b a b l y  exceed  a 
yea r ' s  consumpt ion ,  coffee prices,  
w i thou t  the  p rospec t  of a n e w  
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con t r ibu te  a n  impor t an t  e l emen t  

of u n c e r t a i n t y  to the  d e v e l o p m e n t  

of wor ld  t rade.  This  appl ies  par t i -  
cu la r ly  to the  p roposed  in t roduc-  

t ion  of a n  impor t  equa l i sa t ion  tax, 

which would  cons ide rab ly  s t imula te  

t he  p ro tec t ion i s t  forces in  the  

count r ies  involved .  The  inter-  

na t iona l  e n d e a v o u r s  to avo id  such 

a t rade-pol i t i ca l  e sca la t ion  there-  

fore p l ay  a mos t  s igni f icant  role. 

s t ab i l i sa t ion  agreement ,  p re sumab-  
ly would  h a v e  dec l ined  ye t  fu r the r  
t h a n  in 1967. But  the  d a n g e r  of 
a cont rac t less  s i tua t ion  appea red  
on  the  hor i zon  on ly  once  again,  
w h e n  the  o v e r c o m i n g  of the  dif- 
f e rences  b e t w e e n  the  USA a n d  
Brazil  l a s ted  for s eve ra l  weeks,  
becaus e  of Brazi l ian  expor t s  of in- 
s t an t  coffee. Therefore ,  on ly  now 
a new  coffee a g r e e m e n t  has  b e e n  
submi t t ed  for ra t i f ica t ion  to t he  
pa r l i amen t s  of the  m e m b e r  states.  

A l t h o u g h  a t  p r e sen t  on ly  ap- 
p rox ima te ly  50 mi l l ion  bags  of 
coffee a re  consumed  p.a., the  
fu ture  ba se  quo ta  was  f ixed at  
55 mi l l ion  bags  (the ra te  be ing  
va l id  for the  cu r r en t  coffee y e a r  
is on ly  47.6 mi l l ion  bags). This  was  

done  exc lus ive ly  for b e i n g  able  
to ra ise  ind iv idua l  ra tes  (e.g. for 
Robus ta  quali t ies) .  Also  Brazil 's  
quo ta  was  ra i sed  f rom 17.6 to 
21.5 mi l l ion  bags,  a l t h o u g h  th is  
c o u n t r y  was  not  e v e n  ab le  to 
ut i l i se  the  former  rate.  Th, ese con-  
fe rence  resu l t s  don' t ,  however ,  
con t r ibu te  to a n  i m p r o v e m e n t  of 
the  conf idence  among  the  compet-  
ing coffee expor t ing  countr ies .  
Also  the  a g r e e m e n t  i tself  is ca l led  
in ques t ion  in t he  long  run,  if t h e  
needs  of t he  m a r k e t  r e m a i n  com- 
p le te ly  ignored.  

Accord ing  to t he  th i rd  e s t ima te  
of t he  US D e p a r t m e n t  of Agri -  
cul ture ,  in  the  s e a s o n  1967/68 
wor ld  coffee crops  wil l  a m o u n t  
to 67.3 mi l l ion  bags,  of which 50.5 
mil l ion bags  shou ld  b e  su i t ab le  for 
exports .  If th is  result ,  which as 
compared  wi th  t he  las t  s ea son  
a l r eady  means  a s t rong  increase ,  
is t a k e n  as a bas is  for t he  coming  
years ,  it becomes  c lea r  t ha t  a full 
quo ta  u t i l i sa t ion  is no t  possible,  
s imply  for supp ly  reasons .  The  
gap  would  h a v e  to b e  fi l led b y  
h igh  wor ld  stocks, which is, how- 
ever ,  impossible ,  b e c a u s e  a m a j o r  
pa r t  of t h e m  cons is t s  of no t  ex-  
po r t ab l e  qual i t ies .  O the rwise  the  
expor t  quo tas  wou ld  approach the  
ac tua l  wor ld  d e m a n d  v ia  the  pr ice-  
quota-mechanism,  u n d e r  which ex- 
por t  quo tas  are  cut, if pr ices  a re  
be low the  f ixed m i n i m u m  limit. 
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