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COMMENTS 

France 

Reciprocity American Style 

France, la  G r a n d e  Nation,  is in  difficulties.  W h a t  
had  s t a r t ed  as a seeming ly  ha rmles s  p ro tes t  move-  
men t  of s tuden t s  ended  in a s ton i sh ing ly  damag ing  
repercuss ions  on the  economy.  But the  Genera l  and  
his  fai thful  Min is te r  Presi.dent, M. Couve  de Mur-  
ville, a re  still  afra id  of the  dras t ic  med ic ine  of de- 
va lu ing  the  franc. For  t he  t ime  being,  t h e y  hope  for  
the  benef ic ia l  effects of se lec t ive  impor t  quota  re- 
s t r ic t ions  and  of forced exports .  

It is, of course,  c lear  tha t  no g o v e r n m e n t  ou ts ide  
F rance  can  work  up a n y  e n t h u s i a s m  for de  Gaul le ' s  
economic  p r o g r a m m e  of which it mus t  be  said, no 
ma t t e r  w h e t h e r  it agrees  in detai l  wi th  the  rules  
and  regu la t ions  of GATT or  not, t ha t  it is h igh ly  
protec t ionis t .  But e x t r a o r d i n a r y  s i tua t ions  will  al- 
ways  r equ i re  e x t r a o r d i n a r y  measures .  Tha t  is the  
r ea son  w h y  the  EEC count r ies  and  the  Scand inav i ans  
t ry  to m a k e  the  bes t  of a bad  job and  h a v e  ag reed  
to the  French p rogramme,  pe rhaps  ma in ly  because  
they  hope  for a quid  pro quo of be ing  g ran ted  as 
much l eeway  for s imilar  measures  of the i r  own, 
should  they  eve r  become  n e c e s s a r y  in the  future.  

It  is, however ,  amazing  h o w  the  Uni ted  Sta tes  reac t  
to the  French pl ight .  No t  m a n y  m o n t h s  ago, W a s h i n g -  
ton  had  d e m a n d e d  of t he  EEC a p r e m a t u r e  and  uni-  
l a te ra l  r educ t ion  of the  ex te rna l  Common  Marke t  
tariff  u n d e r  the  K e n n e d y  Round, t h o u g h  all  t he  EEC 
members  had  e v e r y  reason,  a t  t he  time, to press  for 
the  p rev ious  fulf i lment  of the  p ledges  g iven  b y  the  
U S - - b e c a u s e  the  promised  dec is ion  abou t  doing  a w a y  
wi th  the  sys t em of t he  "Amer i can  sel l ing pr ice"  is 
sti l l  h a n g i n g  fire. Now, w h e n  t h e r e  would  be  a chance  
for a f r iendly  ges tu re  towards  the  count r ies  of the  
EEC, the  Un i t ed  Slates  has  chosen to become  the  
s p o k e s m a n  for all  t hose  who  t h r e a t e n  reprisals .  Do 
the  t r ansa t l an t i c  exper t s  se r ious ly  be l i eve  t ha t  de- 
va lu ing  the  French franc is a p re fe rab le  a l t e rna t ive?  
Or  would  t hey  also look for sui.table repr isa ls  aga ins t  
it? ke. 

IMF 

Gold's Lure 

S i n c e  the  gold  m a r k e t  has  been  cut  into two sec- 
t ions,  specu la t ion  abou t  the  p robab l e  future  of gold 
as the  basis  for cur renc ies  has  n e v e r  ceased.  Discus- 
s ion has  b e e n  a g a i n  r e v i v e d  b y  an  offer of the  South  
Af r i can  g o v e r n m e n t  in  Pre to r ia  to the  IMF to sel l  i t  
abou t  $ 50 mi l l ion  w o r t h  of South  Af r i can  gold  at  a 

ra te  of $ 35 per  ounce  troy, aga ins t  cur rency .  The 
admin i s t r a t ion  of the  Fund  a n d  a n u m b e r  of its 
member s  do not  b e l i ev e  t ha t  t h e  Ch a r t e r  of the  IMF 
forbids such t ransac t ions ,  bu t  t h e  Un i t ed  Sta tes  is 
in favour  of r e jec t ing  the  South  Af r i can  offer. The  
Federa l  G o v e r n m e n t  of the  US be l i eves  t ha t  the  de- 
c is ion made  in Feb rua ry  las t  abou t  Cent ra l  Banks of 
m e m b e r  count r ies  of the  IMF not  b u y i n g  a n y  gold at  
free marke t  pr ices  has  e s t ab l i shed  a p e r m a n e n t  agree-  
men t  b ind ing  on  all. 

This means  tha t  the  decis ion to be  t a k e n  b y  the  
IMF will h a v e  to answer  the  ques t ion  w h e t h e r  South  
Afr ica  will  h a v e  to sell  its gold p roduc t ion  in the  
free market ,  or w h e t h e r  some of i t  will  still b e  chan- 
nel led  into cu r r ency  reserves .  The  d iv i s ion  of the  
gold m a r k e t  into two sec t ions  can  work  re l a t ive ly  
sa t i s fac tor i ly  on ly  as long  as the  gap b e t w e e n  the  
p r iva t e  and  the  official gold pr ices  does not  g row 
too wide. This aim, t he re  is no doubt,  can  be  reach- 
ed more  eas i ly  if all  the  gold offered by  South  Afr ica  
reaches the  free market .  If gold is refused uncon-  
d i t iona l ly  its w ay  into cu r r ency  support ,  this  would  
be  the  s ignal  tha t  gold h ad  b e e n  def in i te ly  s ta r ted  
on  the  w ay  out  from its domina t ing  eminence  as the  
c u r r e n c y  metal .  To accumula t e  cu r r ency  rese rves  
art if icial ly,  a f te r  such a decision,  would  mean  tha t  
t rad i t iona l  r e se rves  are  no t  be ing  s u p p l emen t ed  but  
rep laced  in this  way.  This  p rocess  of pu l l ing  gold  
down  from its former  e m i n e n c e  mus t  not, however ,  
b e e n  d rawn  out  infini tely.  Gold 's  lu re  as the  meta l  
b e h i n d  .every cu r r ency  has  a n y w a y  been  fa ta l ly  
weakened .  Gold is no t  a t  all needed  as par t  and  
parcel  of the  cu r r ency  system, and  it is on ly  a 
ques t ion  of t ime  and  of the  inc idence  of dea th  among  
Cent ra l -Bank  Pres idents  w h e n  gold wil l  a t  las t  h a v e  
been  comple te ly  demonet i sed ,  re. 

East Africa 

EEC-Association -- And What Now? 

T h e  East Afr ican  States of Tanzania ,  Uganda,  an d  
Kenya  h a v e  car r ied  on  nego t i a t ions  wi th  the  EEC for 
th ree  years ,  which h a v e  n o w  b e e n  successfu l ly  con- 
cluded:  These  East  Af r i can  States  a re  g ran ted  the  
same t r e a t m e n t  as if t hey  we re  ins ide  t h e  Common 
Market ,  which means  tha t  the i r  de l iver ies  to any  
of the  Six h a v e  b e e n  made  duty-free.  Agr icu l tu ra l  
suppl ies  sen t  to the  Common  M a r k e t  a rea  a re  to be  
t reated,  as far as possible,  in the  bes t  in te res t  of 
the  Afr ican  states.  In the i r  turn,  the  Afr ican  pa r tne r s  
will  abol i sh  the i r  tariffs in  respec t  of expor t s  f rom 
the  EEC, wi th  the  excep t ion  of impor t  dut ies  l ev ied  
in the  in te res t  of economic  d e v e l o p m e n t  in  the  East  
Af r i can  states.  
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