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COMMENTS 

Soviet Union 

Foreign Trade Doubled 

The foreign t rade  of the  Sovie t  U n i o n - - t h e  EEC's 
most  impor t an t  t rad ing  p a r t n e r  in the  E a s t - - h a s  on  
a v e r a g e  doub led  in the  years  from 1958 to 1966, 
accord ing  to a repor t  by  the  Press and  In, format ion  
Service  of the  Eu ropean  Communi ty .  Accord ing  to 
Soviet  s ta t is t ics  in 1966 the  total  foreign t rade  reached 
a v a l u e  of $16.7 bi l l ion compared  with,  ~ 8.6 bi l l ion 
in 1958. This is e q u i v a l e n t  to an  inc rease  of 94 pe r  
cent.  This  is by  no means  an  ou ts tand ing  ach ievement  
w h e n  cons ider ing  the  r e l a t ive ly  low s ta r t ing  po in t  
and also the fact tha t  in the  same per iod  the  vo lume  
of world  t rade  inc reased  on  a v e r a g e  b y  87 pe r  cent.  

Sovie t  imports  from the Federa l  Republic  of G e r many  
are  va lued  at  1; 144 million. This means  t ha t  W e s t e r n  
G e r m a n y  occup ied  four th  place  only  among  the  Soviet  
Union ' s  t r ad ing  pa r tne r s  in the  West ,  a f te r  J a p a n  (224), 
Grea t  Bri ta in  (168) and  France  (160). Among  the  
purchasers  of Sovie t  goods the  Federa l  Republic  came 
thi rd  wi th  $188  mill ion,  af ter  Grea t  Bri ta in  (330) and  
J a p a n  (238). W i t h o u t  a doub t  the  r e l a t ive ly  weak  
pos i t ion  of the  Federa l  Republ ic  is pa r t ly  a t t r i bu tab le  
to the  fact  t ha t  its t rade  re la t ions  wi th  the  Sovie t  
Un ion  are  sub jec t  to g rea te r  pol i t ical  t ens ions  t han  
is the  case  for o ther  countr ies .  For this  ve ry  r ea son  
it is n e c e s s a r y  to cons ider  and  to ana lyse  the  prob-  
lems inhe ren t  in  the  t rade  b e t w e e n  W e s t e r n  G e r many  
and  the Sovie t  Un ion  w i t hou t  any  emotion.  To indulge  
in euphor ic  hopes  t ha t  the  re lax ing  effect of t rade  
re la t ions  m a y  spill  ove r  to the  poli t ical  a tmosphe re  
a re  as useless in this  respec t  as vague  fears of any  
dangers  tha t  may  be  lurk ing  in any  t rade  wi th  the  
Soviet  Union.  If the  t rade  wi th  the  Sovie t  Un ion  is 
one day  to r ise above  the  p re sen t  low level  be t ween  
1 and 2 pe r  cen t  of the  to ta l  G e r m a n  foreign trade---  
bo th  sides mus t  m a k e  cons tan t  efforts wi th  a v iew to 
p lac ing the  more  or  less sporadic  t rade  re la t ions  on  
the founda t ion  of an  in te rna t iona l  d iv i s ion  of labour  
in accordance  wi th  economic  reali t ies,  ge. 

Pakistan 

The Nuisance of Tied Aid 

The debt  se rv ice  for fore ign  credi ts  is caus ing in- 
c reas ing  conce rn  to the  Pak i s t an  Government .  In the  
cu r ren t  yea r  16 per  cen t  of the  to ta l  r e v e n u e  in foreign 
cur renc ies  a l r eady  had  to be  spen t  on amor t i sa t ion  
and  in te res t  paymen t s  on  foreign loans,  and  b y  the  
ea r ly  seven t ies  this  sha re  is l ike ly  to exceed  20 pe r  
cent, if the  p resen t  t rend  cont inues .  As 20 per  cent  is 

the l imit the  G o v e r n m e n t  has  set  itself, it will in 
future  at tach g rea te r  impor tance  to ob ta in ing  a more  
favourab le  p ropor t ion  be tween  "hard"  and  "soft" 
credits.  

In addi t ion to the concern  abou t  the  deb t  se rv ice  there  
is the  nu i sance  of credi ts  g ran ted  on condi t ion  tha t  
they  mus t  be  used to purchase  ce r ta in  goods  from the  
c red i t -g ran t ing  country .  At  t imes such cond i t ions  
d imin ish  the  e f fec t iveness  of fore ign aid to a con- 
s iderab le  extent .  A n  ou t s t and ing  example  of this  type  
of con t rac t  is to be  found in the  A m e r i c a n  i ron and  
s teel  de l iver ies  at  pr ices  tha t  are  far above  wor ld  
marke t  levels .  But Pak is tan  has  also made  s imilar  
exper i ences  wi th  de l iver ies  from communis t  countr ies .  

The  Pakis tan is  h a v e  the re fore  sugges ted  tha t  such 
di f ferences  b e t w e e n  con t rac t  pr ices  and  world marke t  
pr ices  be pa id  for b y  the  donor  countr ies  and  be 
regarded  b y  the i r  gove rnmen t s  as subsidies  paid to 
thei r  own  exporters .  The ma jo r i t y  of the  credi t -grant -  
ing count r ies  a re  ha rd ly  l ike ly  to des is t  in  the  fore- 
seeable  fu ture  from the i r  p rac t ice  of ins is t ing on 
l inking the i r  credi ts  to the de l ive ry  of goods, and  the  
Pakis tan  proposa l  would therefore  appea r  to be a fair  
way  out  of the  mise ry  caused  by  Pak is tan  h a v i n g  to 
buy  wi th  e x p e n s i v e  credi ts  e v e n  more  expens ive  
goods. The  Pak i s t an  proposa l  also makes  it a b u n d a n t l y  
c lear  wha t  devious,  n a y  nonsens i ca l  me thods  are 
be ing  appl ied to compensa te  count r ies  in rece ip t  of 
foreign aid credi ts  for the burdens  imposed on them 
in the  form of t ied del iver ies .  In the  las t  resor t  it is 
not  only  the  rece iv ing  coun t ry  tha t  suffers bu t  also 
the  donor  coun t ry  which is expec ted  to bear  itself the 
add i t iona l  cost  ar is ing from such con t rac t  terms, as 
the  ease of Pak is tan  shows, re 

EEC 

Now It Is the Turn of the Others 

T h e  Commiss ion  of the European  Communi t ies  has  
u n d e r t a k e n  a new d r ive  to e l imina te  the  obs tac les  in 
the  way  of in t e rna t iona l  t rade.  Essent ia l  i tems on  a 
list of obs tac les  to commerc ia l  tra~ling a re  the  Amer i -  
can  Sell ing Price, which it is for the  Amer i cans  to 

abolish,  and  the  adopt ion  of the  Brussels  cus toms 

nomenc la tu re  par t i cu la r ly  b y  the USA, C a n a d a  and  

Japan .  Moreover ,  the  Commiss ion  considers  it desir -  

able  to s tar t  nego t ia t ions  on the  level  of the  du t ies  

to be  charged on  the  basis  of a unified valuat ion .  

These  two ques t ions  are  k n o w n  to h a v e  been  broached  

dur ing  the  Kennedy  Round discussions,  and  in bo th  
cases promises  were  made  to the  EEC tha t  the  Euro- 
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pean  proposals  would rece ive  favourab le  consider-  
ation. But promises  are  appa ren t ly  not  be ing  t aken  
too seriously.  For, meanwhi l e  a whole  yea r  h.as 
passed, and the EEC is sti l l  wai t ing  for these  under-  
takings  to be  honoured .  Ins tead  of acce le ra t ing  the  
d ismant l ing  of the  non-tar i f f  ba r r i e r s  to t rade,  the re  
is, ~t leas t  on the  par t  of the  USA, a r e l u c t a n c e - - o r  
so it would appear  t o d a y - - t o  cons ider  any  fur ther  
l ibera l i sa t ion  of t rade  for the  present .  There  is of 
course  no lack of facile just i f icat ions for such an 
a t t i tude:  there  is the  W a r  in Vietnam,  the dol lar  crisis 
and the  need for p ro tec t ing  specific b ranches  of in- 
dustry.  The USA ev iden t ly  be l ieves  tha t  its own 
problems  can be  so lved  at  the  expense  of o ther  states,  
anzl of the EEC in par t icular .  

The EEC has  repea ted ly  and c lear ly  demons t r a t ed  its 
wi l l ingness  to make  concess ions  and  to coopera te  in 
the solut ion of such impor tan t  problems,  if on ly  to 
safeguard  the posi t ions  of its own m e m b e r  count r ies ;  
the last  t ime was when  it agreed  to an a symmet r i ca l  
tariff reduct ion  dur ing the  K ennedy  Round negot ia-  
tions. The Six would therefore  be  just if ied in demand-  
ing to see at  last  someth ing  in return.  The ball  is now 
in the cour t  of the  o ther  part ies ,  it is the i r  tu rn  to 
play, if the  l ibera l i sa t ion  of t rade,  which was begun  
wi th  such high hopes,  is not  to come to a s tandst i l l  
or is not  to make  way for a r enewed  esca la t ion  of 
protect ionism,  rd. 

United States 

New Export Expansion Measure 

I n 1967 the  USA had  to put  up wi th  an  unexpec ted ly  
high ba lance-of -payments  deficit of $ 3.6 bil l ion - -  as 
well  as wi th  a cons iderab le  dec l ine  in its gold reserves .  
Not con ten t  wi th  tackling the i tems that  are  in the 
red, the  US G o v e r n m e n t  also seeks  to br ing  its in- 
f luence to bear  on i tems that  show a surplus.  To the  
la t ter  be longs  t rad i t iona l ly  the  ba l ance  of trade.  In 
the pas t  few years  US imports  h a v e  been  increas ing  
faster  than  exports ,  and, as a consequence ,  the  expor t  
surplus  showed  only  a marg ina l  increase  to ~ 4.1 bil-  
lion. This surplus  was by  now far from suff ic ient  to 
make  up for the deficits of o ther  ba lance -o f -payments  
items, and for this  reason  the  expans ion  of expor t s  
has once  aga in  become one of the main  s ta r t ing  points  
for the  ba lance-of -payments  policy. 

Among the  measures  des igned  to faci l i ta te  expor t s  a 
pa r t i cu la r ly  impor tan t  role has  been  ass igned  to the  
f inancing of expor t s  by the  Expor t - lmpor t  Bank of the  
Uni ted  States,  whose  max imum l iabi l i ty  l imit  was  
some t ime ago ra ised  by  50 per  cent  to $13.5  billion. 
Wi th in  this  ra ised  max imum l iabi l i ty  l imit  the US 
G o v e r n m e n t  wishes  to see  set  aside a specia l  fund of 
$ 500 mil l ion to be used for credi ts  which the Export-  
Import  Bank has  h i the r to  been  p r e v e n t e d  b y  its ra ther  
conse rva t i ve  s ta tu tes  from grant ing.  The type  of 
t r ansac t ions  tha t  i t  is i n t ended  to faci l i ta te  conce rns  
the  gran t ing  of credi ts  for expor t s  to deve lop ing  
countr ies  that  h a v e  h i the r to  not  been  en joy ing  credi t  

facili t ies because  the  prospec ts  of ge t t ing  the loans 
repaid were  cons idered  unfavourab le .  

This ex tens ion  of c redi t  facil i t ies and  the  c rea t ion  by 
the  Expor t - Impor t  Bank of a specia l  fund will fur ther  
in tens i fy  compet i t ion  for t e rms  on the  wor ld  markets .  
True, for the t ime be ing  o ther  count r ies  a re  l ike ly  to 
ref ra in  from coun te r -measures  because  of the  un- 
favourab le  ba lance-of -payments  posi t ion of the  USA. 
But if the USA should  re ly  too much on  its expor t  
facilit ies and should  increase  them e v e n  further,  its 
compet i tors  are  bound to abandon  the i r  r es t ra in t  and 
to take counter-act ion,  hch. 

Great Britain 

Risk to the Balance of Payments 

S i x  months  af ter  the  deva lua t ion  of the  pound  s ter l ing 
it is becoming  increas ing ly  a p p a r e n t  t ha t  all the  
official es t imates  of the  pos i t ive  effects the  measu re  
was to h a v e  on the Bri t ish ba l ance  of paymen t s  h a v e  
been  too optimistic.  Accord ing  to the  la tes t  es t imates  
the  ba l ance  of paymen t s  for the  cur ren t  yea r  is now 
expected  to be by  s 450 mil l ion less l avourab le  t han  
had  been  expected .  Par t icu la r ly  d isquie t ing  is the  
fact tha t  despi te  a 9 per  cent  r ise in impor t  pr ices  
owing to deva lua t ion  the vo lume  of imports  also in- 
c reased cons iderab ly  dur ing  the first th ree  months .  

This  is due to the  fai lure on the par t  of the British 
G o v e r n m e n t  to take in t ime the  requis i te  mone t a ry  
and  fiscal measures  to curtai l  domes t ic  demand ,  par-  
t icular ly  p r iva t e  consumpt ion  and  s ta te  expend i tu re  
sufficiently.  Only  now af ter  the  budge t  of March 19th 
p rov ided  for increased  taxa t ion  and  af ter  the  even  
more  recen t ly  introd.uced credi t  res t r ic t ions  came into 
effect d e m a n d  should be adequa t e ly  curtai led.  The 
g rea tes t  d a n g e r  t h r ea t en ing  the  r ecove ry  of the  British 
ba l ance  of paymen t s  in the  coming months  can  there-  
fore be expec ted  from the t rend of pr ices  and  incomes.  
Par t icu lar ly  impor tan t  is to see  to it t ha t  excess ive  
wage  increases  do not  nul l i fy  the  reduct ion  of pur-  
chasing power  tha t  has  been  ach ieved  by  tax increases  
and tha t  such wage  inc reases  do not  cause  a r ise of 
pr ices  th rough  inc reased  p roduc t ion  costs. The  cre- 
a t ion  of a special  Depa r tmen t  of Employment  and 
Product iv i ty  u n d e r  Mrs Cast le  and  the re formula t ion  
of the  law g o v e r n i n g  prices and incomes show tha t  
the  g o v e r n m e n t  tul ly apprec ia tes  the  impor tance  of 
its pr ices  and  incomes policy. It is, however ,  doubtful  
w h e t h e r  the wider  poss ibi l i t ies  of i n t e rven t i on  provid-  
ed  for in the  new law and the  ex tens ion  at the  delay-  
ing powers  of the Prices and  Incomes Board in cases  
where  wage  increases  exceed,  the  upper  limit of 
3l/m per  cent  will p r o v e  effect ive  in s topping  fur ther  
wage  increases .  For adhe rence  to this  n o r m  in a 
per iod  of sha rp ly  rising pr ices  is equ iva l en t  to a 
lower ing  of the  s t andard  of l iving, which the  t rade  
unions  are  ce r t a in  to resist.  Qui te  apar t  from the  
dangers  the  pound  is exposed  to as a r e se rve  cur- 
rency,  the re  is for the t ime be ing  still  the  unce r t a in ty  
as to whe the r  or no t  the  efforts  to res tore  the  ba l ance  
of paymen t s  will p rove  successful,  me. 
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