
Hamburg Institute of International Economics (HWWA) (Ed.)

Article  —  Digitized Version

Middle East: Complicated oil deals

Intereconomics

Suggested Citation: Hamburg Institute of International Economics (HWWA) (Ed.) (1968) : Middle East:
Complicated oil deals, Intereconomics, ISSN 0020-5346, Verlag Weltarchiv, Hamburg, Vol. 03, Iss. 6,
pp. 160-161,
https://doi.org/10.1007/BF02930373

This Version is available at:
https://hdl.handle.net/10419/137958

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1007/BF02930373%0A
https://hdl.handle.net/10419/137958
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


COMMENTS 

EEC 

A New Crisis In Sight 

The French G o v e r n m e n t  seems de te rmined  to co- 
opera te  in the  r emova l  of the  las t  in te rna l  customs 

ba r r i e r s  wi th in  the  EEC- -due  to take  place  on Ju ly  1 

---only on  one  condi t ion:  the  Common  M a r k e t  agree-  

men t s  on  beef  and  mi lk  mus t  become  effec t ive  at  

the  same time. The  Communi ty  is thus  t h r e a t e n e d  

wi th  a new crisis, qui te  apa r t  from the  sti l l  smoulder -  

ing c o n t r o v e r s y  abou t  the  en t ry  of Grea t  Bri ta in 

and  o ther  states.  The  still  u n i m p l e m e n t e d  agr icu l tu ra l  

a g r e e m e n t s - - s o  the  French G o v e r n m e n t  points  o u t - -  

shou ld  h a v e  come into effect by  April ,  1, 1968. 

St rong l anguage  has  b e e n  used  b y  the  French who 

seek  to e s t ab l i sh  a n  ind isso luble  l ink  be t w een  the  

Common  M a r k e t  for indust r ia l  goods and  tha t  for 

farm produce,  and  these  ha r sh  words  lead one  to 

expec t  one  of those  con t rover s i e s  b e t w e e n  France  and  

the  f ive o the r  count r ies  which by  now h a v e  come 

to be  a fea ture  of the  pa r tne rsh ip .  Na t iona l  a d v a n t a g e  

seems to be  the  sole de t e rmin ing  cons idera t ion ,  and  

everybody ,  bu t  F rance  in par t icular ,  be l i eves  tha t  

concess ions  mus t  a lways  be  made  by  the  o ther  side. 
Regard ing  the  EEC France  has  c lea r ly  the  b e t t e r  
tact icians,  if no t  the b e t t e r  a rguments ,  which its 
pa r tne r s  a re  u n a b l e  to match as far as t enac i ty  of 
purpose  and  nego t i a t ing  skill  are  concerned .  The un- 
y ie ld ing  m a n n e r  in which h a r s h  demands  are  in- 
s is ted on  w i thou t  r ega rd  for the  in te res t  of o the r s  
has  l a te ly  done  no th ing  to p romote  a communi ty  
spir i t  a m o n g  the  Six. It has, on  the  cont rary ,  
s t r e n g t h e n e d  t ha t  pol icy  of mutua l  obs t ruc t ion  which 
mus t  u l t ima te ly  ki l l  the  idea of a Uni ted  Europe. re. 

Association 

Spain in Front of a Closed Door 

N e g o t i a t i o n s  h a v e  b e e n  going  on s ince  1962 on  
Spain ' s  app l ica t ion  to join  the  EEC as a n  assoc ia te  
member .  The  on ly  resu l t  has  b e e n  so far tha t  Spain  
no longer  insis ts  on  a formal  associat ion,  which is 
be ing  opposed  pa r t i cu la r ly  by  the  Benelux  countr ies ,  
bu t  wou ld  be  con ten t  wi th  a p re fe ren t ia l  t rade  agree-  
ment .  Negot ia t ions  for a wide r  a g r e e m e n t  b roke  down  
because  of Spain 's  far - reaching demands.  The Span- 

lards be l ieve  tha t  the big deficit  in the i r  t rade  ba l ance  
wi th  the  EEC can  be wiped out  on ly  t h rough  a 
dras t ic  increase  in the i r  exports .  They  therefore  in- 
sist  on  a n  immedia te  abo l i t ion  of EEC cus toms dut ies  
on  indus t r ia l  goods and  on those  farm produc ts  which 
are  not  sub jec t  to any  m a r k e t  regula t ions ,  wh i l e  
r e se rv ing  the  r ight  to p ro tec t  the i r  own  economy 
by e rec t ing  customs barr iers .  

Fa i lure  to conc lude  a p re fe ren t i a l  t rade  a g r e e m e n t  
b e t w e e n  Spain  and  the  EEC is due  to two causes :  
For  one  thing,  there  is the  re jec t ion  for pol i t ical  
reasons  of the Franco-r~gime b y  t rade  un ions  and  
all lef t-wing part ies,  and  for another ,  t he re  is the  
seeming  imposs ib i l i ty  of reaching a g r e e m e n t  on farm 
produce.  60 pe r  cent  of Spain ' s  agr icu l tu ra l  expor ts  
consis ts  of ci t rus fruit, the  d e m a n d  for which is 
cove red  wi th in  the  EEC by  I ta ly  and  o the r  Medi te r -  
r a n e a n  countr ies .  Moreover ,  Morocco  and  Tunis ia  
h a v e  also submi t t ed  appl ica t ions  for assoc ia te  mem- 
b e r s h i p - - c o u n t r i e s  whose  expor t  s t ruc tu re  is s imilar  
to tha t  of Spain  and  whose  wishes  mus t  l ikewise  
be  g iven  cons idera t ion .  

A solu t ion  to these  p rob lems  c a n n o t  be  expec t ed  in 
the  fo reseeab le  future.  The  p r e sen t  r o u n d  of ta lks  
be tween  Spain  and  the  EEC is un l ike ly  to lead  to 
a n y t h i n g  more  t h a n  a r enewed  conf ron ta t ion  of re- 
spec t ive  poin ts  of view. ri. 

Middle East 

Complicated OII Deals 

T h e r e  are occas ions  w h e n  e v e n  the  wil ies t  of foxes is 
compel led  to recogn ise  tha t  swee t  g rapes  h a v e  the  
a w k w a r d  hab i t  of hang ing  r a t h e r  high.  Take  the  
case of F rance  for ins tance :  The  fifty Mi rage  f ighters  
which Israel  o rde red  as long as two years  ago h a v e  
been  sub jec t ed  to an  embargo  though  they  had  b e e n  
a lmost  fully pa id  up on ly  shor t ly  before.  Reason? 
Israel  was  one  of the  be l l ige ren t  par t ies  i nvo lved  in 
the  Near -Eas te rn  conflict .  On  the  o the r  hand,  no 
embargo  was  imposed  on  the  52 Mi rage  a i rcraf t  
which we re  o rde red  only  a few weeks  ago b y  I raq  
and  which had  been  bombing  Israel.  The  machines  in 
ques t ion  are by  no means  the  same, bu t  are  di f ferent  

types.  

The reasons  for this  are  to be  found  less in mora l  
scruples  as to who  was ac tua l ly  the  aggres so r  in 
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las t  yea r ' s  l igh tn ing  war  b e t w e e n  Israel is  and 
Arabs,  but  in concre te  economic  facts. France  had  
been  hoping  tha t  I raq would  rec iproca te  by  al low- 
ing it to exploi t  the  rich oi lf ield of Nor th  R u m a i l a - -  
the  oilfield which Iraq had  t aken  over  from the  
Iraq Pe t ro leum Com pany  (IPC) b y  w ay  of expropr ia-  
tion. But a na t iona l ly  conscious  I raq had  o ther  ideas, 
announc ing  tha t  its ow n  oil company,  the  I raq Na t iona l  
Oil  Company,  would  u n d e r t a k e  the explo i ta t ion  of the  
oil field. 

The  s t r anges t  aspect  of the  deal,  which had  b e e n  
in t ended  as a rec iprocal  a r r angemen t ,  is h o w e v e r  the  
fact  tha t  the  French par tner ,  the  Compagn ie  Franca ise  
des P6troles,  t h o u g h  i tself  m e m b e r  of the  W e s t e r n  
IPC syndica te ,  was  t ry ing  to gain  possess ion  of oil 
deposi ts  of which the  IPC still  regards  i tself  as the 
r ightful  owner .  

But Iraq, too, is faced wi th  a di lemma. There  is l i t t le  
doub t  bu t  tha t  the  I raq Na t iona l  Oil  C o m p a n y  will  
be  able  to exploi t  these  oil deposi ts  wi thou t  difficul- 
ty. To do this  it on ly  has  to m a k e  a r r a n g e m e n t s  wi th  
Wes te rn ,  inc luding  French oil compan ies  w ho  will  be  
on ly  too glad  to len<l a hand.  The ques t ion  is s imply  
how to dispose  of one ' s  commodi ty  on  an  a l r eady  
sa tu ra t ed  marke t  wi thou t  upse t t ing  the  in t e rna t iona l  
pr ice  s t ruc tu re  and, thus  j eopard i s ing  one ' s  own  
revenues ,  hg. 

Austria 

The Battle Against Stagnation 

The Aus t r i an  Federa l  G o v e r n m e n t  held a special  
mee t ing  towards  the  end  of April ,  at  which a new 
economico-pol i t ica l  concep t  was  formal ly  adopted.  
This is the  "Koren-Plan" ,  n a m e d  af te r  its author ,  the  
Aus t r i an  Minis te r  of Finance,  Professor  Stefan Koren. 
It has  as its cen t re  p iece  a n u m b e r  of measures  which 
a re  des igned  to h a v e  two effects:  acce le ra ted  g rowth  
and, in the  long  run, a change in the  coun t ry ' s  eco- 
nomic  s t ructure ,  for the  au thor i t i e s  in V i e n n a  a re  
no  longer  wi l l ing to comba t  the  pe rs i s t en t  s t agna-  
t ion wi th  no th ing  but  the t rad i t iona l  means  of in- 
f luencing  the  economic  trend.  

Only  the  fu ture  can  show w h e t h e r  the  chosen means  
will  p rove  ef fec t ive  in achieving bo th  the  shor t - t e rm 
and  the  long- te rm ob j ec t i ve  of the  plan,  i.e. economic  
growth.  W h a t  seems ce r t a in  is tha t  in p l ann ing  to 
ra ise  t axa t ion  the  au thor i t i e s  had  t rad i t iona l  and  
pu re ly  fiscal cons ide ra t ions  uppermos t  in the i r  minds.  
By inc reas ing  taxes  the  incomes  ava i l ab le  to p r iva t e  
househo lds  will  b e  d imin i shed  wi th  the  resu l t  t ha t  
a damping  effect  on  d e m a n d  m ay  be  expec ted  from 
this  side. But if the  inc reased  tax  r e v e n u e  w e r e  to be  
spent  who l ly  b y  the  state,  the  effect  of fur ther  con- 
t rac t ing  d e m a n d  on an  a l r eady  sh r ink ing  m a r k e t  
would  be  la rge ly  avoided.  W h a t  wou ld  seem de- 

c is ive is wha t  inf luence  the  economic  pol icy as a 
whole  will  exerc ise  on  the  decis ions  of bus iness  
men. A fact tha t  any  pol icy  a iming  at s t imula t ing  
economic  g rowth  mus t  t ake  into accoun t  is tha t  the  
en t r ep reneu r s '  p ropens i ty  to inves t  is the most  un- 
p red ic tab le  factor  w h e n  it comes  to assess ing  eco- 
nomic prospects .  However ,  no t  on ly  shor t - t e rm in- 
f luences  a re  at  stake,  the  r igh t  economic  decis ions  
mus t  be  t aken  today  which will de t e rmine  the  future,  
and  in this  respec t  the  "Koren-Plan"  would  seem to 
a n s w e r  bo th  purposes  inasmuch as it shou ld  s t r eng th -  
en  the  en t r ep reneu r s '  p ropens i ty  to  inves t  whi le  at 
the  same t ime p rov id ing  them wi th  be t t e r  oppor tuni -  
t ies  to do so. pl. 

Scandinavia 

Nordic Integration 

The r ep re sen ta t ives  of Denmark,  Finland,  N o r w a y  and  
S w e d e n  met  at  C o p e n h a g e n  in Apr i l  for a Nordic  
Summit  Conference .  The  course  and  the  resul t  of 
these  nego t i a t ions  show c lear ly  the  in te res t s  of the  
S c a n d i n a v i a n  bloc, on  the  one  hand,  and  those  of 
the  indiv idual  pa r t i c ipa t ing  countr ies ,  on  the  other .  

The  Nordic  s ta tes  are  ag reed  on  the  need  for a com- 
mon  marke t  embrac ing  all  Europe as a long- te rm aim. 
W h a t  they  are  conce rned  wi th  is to f ind a way  to- 
wards  tha t  a i m - - a  way  tha t  offers them the  g rea tes t  
advan tages .  Conf ron ted  as they  are  wi th  the  "all- 
powerfu l"  EEC they  a re  no t  s t rong enough  e i the r  as 
ind iv idua l  count r ies  or as EFTA members  to hope  
to der ive  from such a m e r g e r  the  g rea tes t  poss ib le  
benefit .  For this  r ea son  t hey  are  t ry ing  to b r ing  
abou t  a S c a n d i n a v i a n  power  bloc, capab le  of tak ing  
up  a s t rong  pos i t ion  in the nego t i a t ions  wi th  " the  
res t  of Europe".  This  t hey  seek  to achieve,  to b e g i n  
with,  t h rough  coope ra t ion  and  then  by  a s tep-by-  
step approach towards  full in tegra t ion .  

But the re  a r e  obs tac les  in the way  of these  endeav -  
ours. For  one  th ing  they  mus t  h a v e  rega rd  for the i r  
ex is t ing  obl iga t ions  as member s  of ETFA and for 
ano the r  no t  all the  four Scand inav i an  count r ies  h a v e  
an  equa l ly  s t rong in te res t  in in tegra t ion .  Whi l e  Den- 
mark  and  Sweden  could  expec t  to benef i t  f rom 
Nordic  coope ra t ion  in the  agr icu l tura l  and  indus t r ia l  
sectors,  respect ive ly ,  N o r w a y  and  Fin land  adopt  r a the r  
a wa i t ing  and  cri t ical  a t t i t ude  towards  a rapid  and  
far- reaching ] iberal isat ion.  

A t  Copenhagen ,  e v e r y  s tep in the  d i rec t ion  of co- 
ope ra t ion  and  in t eg ra t ion  was  ho t ly  contes ted.  The 
u l t imate  a im of a g rea t  European  market ,  which 
would  include Scand inav ia  as wel l  as Grea t  Britain, 
was  h o w e v e r  f i rmly kep t  in  mind,  for  on ly  t h rough  
closing the  gap t ha t  at  p r e sen t  d ivides  Europe eco- 
nomica l ly  can  its pol i t ica l  pos i t ion  vis-a-vis  o the r  
world  economic  powers  b e  s t r eng thened ,  wti. 
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