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COMMENTS 

Spain 

Opening the Door to EEC 
Spa in ' s  second Development  Plan will  soon come into 
effect. In spite of the fact that  the first Development  
Plan, which covered  the period from 1964 to 1967, did 
not achieve all it had set out  to do, the new plan, 
which was conceived  on the lines of the French 
planif icat ion schemes, once again sets its targets high. 
The country 's  financial s tructure is to be improved, 
but surprisingly enough, there  is to be no far-reach- 
ing tax reform, which would  be absolutely essent ial  in 
this context.  Particular at tent ion is being paid to the 
rat ional isat ion of agriculture,  to the improvement  of 
the educat ional  system and to the building up of the 
country 's  infrastructure. 

Critics of the new plan in point ing part icular ly to 
the large government  expenditure,  have  drawn atten- 
tion to the danger  of accelerat ing the creeping in- 
f lat ionary process. It would  appear, however ,  that 
the Spanish Government  must run this risk, if the 
Spanish economy is to be quickly adapted to the 
compet i t ive  strength of the Common Market,  for the 
essential  aim of the Franco-Regime remains associa- 
tion with the EEC. 

Viewed  from this angle, the visi t  to Portugal and 
Spain of the German Federal  Chancellor  is of partic- 
ular importance. Dr Kiesinger  has v e r y  skillfully en- 
couraged both governments  to continue the process 
of l iberalisat ion in their countries.  The Federal  Re- 
public must now endeavour  to s trengthen its poli t ical  
and economic contacts with Spain and to support  
the process of economic emancipat ion and of clear- 
ing the w a y  into Europe. In the EEC the Federal  Re- 
public must t ry  to dispel the prejudices  that exist  
among its members  against  Spain and to advoca te  
with determinat ion Spain's Associat ion with the Com- 
mon Market.  crm. 

United States 

Prosperity through Disarmament 
A notewor thy  and auspicious phenomenon:  eve ry  t ime 
the Pentagon reports on impending negotiat ions about 
stopping the fighting in Vietnam, prices go up in 
W a l l s t r e e t  Only  recently,  the announcement  of talks 
be tween  Washington  and Hanoi caused the "Dow- 
Jones"  Index to reach a new record high for the 
year.  

Even if such reports f requent ly express hopes rather 
than facts, it is never theless  wor thy  of note  that the 
economy reacts posi t ively  to the prospect  of seeing 

US mil i tary expendi ture  for Vietnam either curtai led 
or even  stopped altogether.  The cost of the Vietnam 
war  has in the meant ime risen to above  20 bil l ion 
dollars, or more than a quarter  of the total Amer ican  
defence budget. This favourable  react ion is worth 
noting, if only  because it is in contradict ion to the 
thesis that without  cost ly armament  contracts the 
"highly bred" Amer ican  economy will inevi tably 
plunge into a distinct crisis. 

This v iew is not shared by the Stock Exchange. There 
the hopes are pinned on a number of pro jec ts - -such 
as s lum-clearance schemes in the big c i t ies-- ,  costly 
schemes which for years  have  had to be postponed 
because they would have  imposed an excess ive  strain 
on an economy whose strength was a l ready heavi ly  
under pressure by large mil i tary expenditures.  Be 
it as it may, this strictly economic calculation, which 
is based on the expecta t ion of compensatory  orders 
from public authorities, seems to have  done as much 
to expand optimism on the Stock Exchange as the 
hope that the general  political cl imate will  become 
calmer once the fighting has ceased. 

It would cer ta inly be wrong to attach too much im- 
portance to this fact, but it is never theless  encourag-  
ing to know that polit ical efforts to cut down on 
armament  are not l ikely to be frustrated by eco- 
nomic objections,  rg. 

India 

Anti-Baby Year 
W i d e l y  known, and yet  neve r  ceasing to distress 
are the fol lowing figures: Until 1975 the growth rate  
of the Indian populat ion is expected to amount  to 
3.2 per  cent per  annum. During the same period the 
growth rate of the nat ional  income will  remain 
pract ical ly constant at 1 per  cent. Today India has 
480 mill ion inhabitants. So far the forecastings of 
the Indian Government  for the increase of agricultural  
output  have  not been realised. Actual  production 
has even  declined. One quarter  of the harves t  gets 
destroyed a l ready in the fields by rodents and other  
pests; a further 25 per cent is lost through inexpert  
transport  and unsuitable storage. In the consumption 
of the remaining fifty per cent par t ic ipa te- -apar t  
from the above-ment ioned 480 mill ion Ind ians- - some 
85 mill ion sacred cows, about 1.5 bil l ion monkeys  
and 3 bil l ion rats, whose  stomachs absorb roughly 
30 mill ion tons of grain. The convers ion of the cows 
to meat, the use of rat poison and the drastic re- 
duction of the monkey  populat ion would bring im- 
mediate  relief to the hungry  millions in India. As 
l iving c rea tu res - -because  of possible re incarna t ion- -  
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Prestige versus Reason in Currency Policy 
O n c e  again,  G e r m a n  economic  
pol icy  exper t s  did not  reckon 
wi th  Genera l  de Gaulle.  The  
enfan t  t e r r ib le  of the  EEC up- 
set  the  dec is ion  of the  Bonn 
cu r r ency  conference,  too. The  
G e n e r a l - - t r i u m p h a n t  on all  
ba t t le f ie lds  {! ) - -obviously  inter-  
p re ted  a deva l ua t i on  of the  
Franc  as an  open  avowal  of his  
economico-pol i t ica l  failure. This  
fact and  the  e x u b e r a n t  v i c to ry  
ce lebra t ions  of a mis informed 
G e r m a n  press  con t r ibu ted  much 
to the  surpr i s ing  decis ion:  the  
"g rande  na t ion"  does n o t de-  
value!  

But ne i the r  the  cont ro l  of ex- 
changes  nor  the  r igid economy 
measu res  should  suffice to mas- 
ter  the  crisis and  to res tore  the  
n e c e s s a r y  conf idence  in the  
s eve re ly  wounded  currency.  
Drast ical  re ta l i a t ion  measures  
b y  o ther  nat ions ,  which could 
h a v e  ser ious  consequences  for 
EEC and  GATT, are much more  
presumable .  A new era of 
p ro tec t ion i sm is by  no means  
any  longer  utopia.  

But w h o m  conce rn  economic  
conca tena t ions ,  if pol i t ical  pres-  
t ige is at  s take? The W e s t  Ger-  
man  poli t ic ians,  too, did not  at  
all g ive an  example  of eco- 
nomic reason  in the i r  f ight  for 
the  DM, w h e n  t hey  firmly pro- 
mised  not  to upva lue  dur ing  the  
months  unt i l  t he  elect ions.  In 
this, however ,  t hey  held  a much 
more  conv inc ing  pos i t ion  t h a n  
the  French. 

W i t h i n  one  yea r  only, Min-  
is ter  Schiller 's  "upswing  made  
to measure"  led the  Federa l  
Republ ic  out  of the  shadows  of 
recess ion  s t r a igh t fo rward  to the  
s u n n y  hills of a boom. Employ- 
men t  and  p roduc t ion  rose again;  
G o v e r n m e n t  expend i tu re  was 
not  excess ive ly  h igh  and  pr ices  
r ema ined  stable.  Bu t - - suppor t -  
ed b y  the  lax economic  pol ic ies  

of the  USA, Grea t  Bri ta in  and  
F r a n c e - - a l s o  the  h igh  expor t  
surplus  of t he  p reced ing  y e a r  
cont inued.  This  a roused  suspi- 
c ions of a DM-revalua t ion .  
Specu la t ion  came in. Be tween  
N o v e m b e r  15 and  19 alone,  
specu la t ion  capi ta l  to the  va lue  
of DM 7.1 b i l l ion  f lowed into 
the  Federa l  Republic.  This  was  
r ea son  enough  for France  and  
Grea t  Bri ta in  to d e m a n d  ener-  
ge t ica l ly  a r eva lua t i on  of the  
G e r m a n  currency .  But did not  
the  cause  of the  p rec ip i ta te  
f l ight  to the  DM main ly  l ie in  
the  fact  tha t  these  na t ions  we re  
suspec ted  to deva lue  and  more-  
ove r  made  no secre t  of the i r  
inc l ina t ion  for a control  of ex- 
changes? 

So, F rance  a few months  ago 
dem ons t r a t ed  tha t  it has  no  
scruples  r ega rd ing  such a step. 
Now the  model  pupil  Federa l  
Republ ic  was  to be  pena l i sed  
for the  ca re lessness  of the  
others .  

Min is te r  Schil ler  v igo rous ly  
s t ruggled  aga ins t  sacrif icing,  
w i thou t  fight, the  resul t s  of his  
work  on  the  a l t a r  of inter-  
na t iona l  sol idari ty .  In the  has t i -  
ly  cal led mee t ing  of the  Club 
of Ten, he  ach ieved  his  "opera-  
t ion  m a d e  to measu re" :  Ins tead  
of reva lua t ion ,  a f iscal  b u r d e n  
on  G e r m a n  expor ts  and  a facili- 
t a t ion  of impor ts  b y  v a r i a t i o n  
of the  ra tes  of the  t u r n o v e r  tax 
re fund  and  the  t u rnove r  equal-  
i sa t ion  tax. These  measu res  
were  comple ted  by  some fur ther  
regu la t ions  des igned  to f ight  the  
w a v e  of excess ive  s p e c u l a t i o n - -  
tha t  are, however ,  on ly  of a 
shor t - t e rm nature .  

It is the  ini t ia l  a d v a n t a g e  of 
the  fiscal r egu la t ion  tha t  de 
facto the  r e v a l u a t i o n  effect has  
b e e n  reached:  

[ ]  The  m e a s u r e  d i rec t ly  effects 
the  t rade  ba l ance  s u r p l u s e s - -  

the  ma in  s t umbl ing -b lock - - and  
this  means  a concess ion  vis-a- 
vis the  pa r tne r  states.  

[ ]  The  compl ica ted  t rade  wi th  
ag ra r i an  produc ts  is not  af- 
fected. 

[ ]  Moreover ,  the  b u r d e n  on  ex- 
ports  and  the  faci l i ta t ion of 
impor ts  puts  an  obs tac le  to the  
pr ice  rise, which is the  r isk pre-  
va i l ing  dur ing  the  nex t  months .  

[ ]  And  finally, the  measure  can  
be  va r i ed  in the  shor t  run, and, 
if required,  be  r emoved  or 
prolonged.  

It  is qui te  poss ib le  t ha t  wi th  
this  concep t  fore ign t r ade  and  
paymen t s  can to some ex ten t  
be b rough t  aga in  into equi l ib-  
r i u m - u n l e s s  this  concep t  is 
w e a k e n e d  by  var ious  wa ive r s  
for different  branches.  In com- 
b ina t ion  wi th  the cu r r ency  loan  
to France,  to which G e r m a n y  
con t r ibu ted  most ,  and  a Franc  
deva lua t ion ,  this  concep t  could 
h a v e  b r o u g h t  aga in  a calming-  
down  at  'the cu r r ency  front.  
Genera l  de Gaul le  has  p reven t -  
ed  that ]  

It is now abso lu te ly  poss ible  
tha t  the  DM anew comes  into 
the  f i re-zone of specula tors  or 
tha t  in  the  W e s t e r n  indus t r ia l  
s ta tes  a r o u n d a b o u t  of protec-  
t ionism beg ins  to t u r n - - w i t h  
consequences  for the  in te rna-  
t ional  economy,  which canno t  
ye t  be  foreseen.  This  mus t  be  
avo ided  unde r  any  circum- 
s tances .  Despi te  all  so lemn de- 
c la ra t ions  not  to upvalue ,  Min- 
ister  Schiller kep t  a small  back- 
door  open.  He does n~t  in tend  
to m a k e  this  s tep "going-i t-  
a lone".  A compr is ing  re-deter-  
mina t ion  of the  cu r r ency  pari-  
t ies has  been  ove rdue  for a long 
time. Maybe ,  the  f requen t ly  
r epea t ed  cu r r ency  crises h a v e  
the  resu l t  t ha t  this  ac t ion now 
gains popu la r i ty  and  advocates .  

Dietrich Kebschull 

INTERECONOMICS, No. 12, 1968 357 



must  no t  be  des t royed,  the  s i tua t ion  i nexo rab ly  calls 
for rad ica l  b i r th  cont ro l  for h u m a n  beings.  

All  W e s t e r n  count r ies  h a v e  unt i l  now been  consider-  
ing ways  and  means  of cont ro l l ing  b i r ths ;  t hey  h a v e  
submi t t ed  p roposa l s  to the  deve lop ing  count r ies  and  
h a v e  e v e n  ca r r ied  out  on- the -spo t  exper iments ,  bu t  
these  h a v e  for t h e  mos t  par t  un fo r tuna t e ly  failed. 
It is t he re fo re  g ra t i fy ing  to l ea rn  tha t  the  Ind ian  
G o v e r n m e n t  has  n o w  come up w i th  an  idea of its 
own. The  Min i s t e r  of State  for Family  P lann ing  has  
made  the  fo l lowing p roc lamat ion :  For one year ,  unt i l  
the  h u n d r e d t h  b i r t h d a y  of G a n d h i - - w h o  is supposed  
to h a v e  g i v e n  up w o m e n  at  the  age of 37- -a l l  mar-  
r ied  couples  in  India  are  to use  the  cheapest  and  
safes t  p r e v e n t i v e  m e t h o d  the re  i s - - abs t i nence .  A 
glor ious  ideal  It is a p i ty  t hough  tha t  the  Min i s t ry  
of Fami ly  P l ann ing  seems to h a v e  on ly  a v e r y  in- 
comple te  k n o w l e d g e  of Gandhi~ life his tory.  He 
is a l leged  to h a v e  r enounced  not  on ly  women,  bu t  
also to h a v e  g i v e n  up  to a l a rges t  poss ib le  ex t en t  
eat ing.  How would  it be  if one  were  to make  the  
Indian  people  acqu i re  a t as te  for h u n g e r  as be ing  
good for the i r  ow n  wel l -be ing  and  benef i t?  Such a 
cynica l  d e m a n d  would  ce r t a in ly  be  no more  absu rd  
t han  the  G o v e r n m e n t ' s  r e c o m m e n d a t i o n  to stop love-  
making,  ke. 

GATT Talks 

More Trade within LDC 

S i n c e  October ,  32 deve lop ing  count r ies  h a v e  been  
mee t ing  in G e n e v a  u n d e r  the  auspices  of GATT to 
discuss  mu tua l  tariff  reduc t ions  and  the  r emova l  of 
o the r  obs tac les  to t rade.  The  ta lks  wil l  las t  a y e a r  
or, as is u n f o r t u n a t e l y  usual  these  days, longer  still. 
Thei r  pu rpose  is to ach ieve  an  ex tens ion  of t rade  
exchanges  b e t w e e n  the  deve lop ing  count r ies  them-  
selves.  

W h e r e a s  s ince  1950 t rade  b e t w e e n  indus t r ia l  s ta tes  
has  b e e n  s tead i ly  increas ing,  the  share  of t rade  be- 
tween  deve lop ing  count r ies  has  d ropped  from 2 7 %  
to 2 0 %  of the i r  to ta l  exports ,  r ep resen t ing  no more  
t h a n  4 %  of the  to ta l  wor ld  tu rnover .  

The d e v e l o p m e n t  pol icy  mus t  the re fore  a im at in- 
t ens i fy ing  t r ade  b e t w e e n  deve lop ing  count r ies  them- 
selves,  this  a im r a n k i n g  next  in impor tance  to the  
expans ion  of the i r  expor t s  to indus t r ia l  countr ies .  
To bui ld  up t rade  re la t ions  among  themse lves  it is 
not  e n o u g h  for the  ind iv idua l  coun t ry  to p repa re  
lists of concess ions  it expec ts  its pa r tne r s  to make.  
The  c rea t ion  of new  out le ts  for goods requi res  above  
all  ma rke t s  t ha t  are  larger ,  more  open  and  b a r e  a 
g rea t e r  abso rp t ive  capac i ty  t han  those  tha t  at  p resen t  
ex is t  in mos t  of the  deve lop ing  countr ies .  The  ex- 
amples  of the  EEC but  also of the  Cen t r a l -Amer i can  
Common  M a r k e t  p la in ly  show tha t  the  bes t  means  
of fu r the r ing  t rade  wi th in  a g iven  a rea  is t h rough  
reg iona l  coope ra t i on  and  in t eg ra t ion  of pa r tne r s  on  
the  same leve l  of deve lopment .  In any  case  care  

should  be  t a k e n  not  to m a k e  a r r a n g e m e n t s  on  the  
basis  of mos t - favoured-na t ions  t r e a t m e n t  because  un-  
der  the  GATT prov i s ions  such a r r a n g e m e n t s  would  
au tomat i ca l ly  h a v e  to inc lude  the  indus t r ia l  countr ies .  
A n y  in tens i f ica t ion  of t r ade  wi th in  the  a rea  would  
then  in al l  p robab i l i t y  a t  leas t  be  ou twe ighed  b y  the  
indus t r ia l  count r ies  m a k i n g  l a rge r  in roads  into the  
marke t s  of the  deve lop ing  coun t r i es  concerned .  In 
such a case  t he re  would  b e  no  change in the  com- 
p l e m e n t a r y  na tu re  of the i r  s t ruc ture ;  t hey  would  re- 
ma in  wha t  t hey  h a v e  been :  p u r v e y o r s  of r aw ma- 
terials,  ogm. 

Flag Discrimination 

Fools Rush in . . .  

The Brazi l ian Commiss ion  for the  Merchan t  Mar ine  
has  p roh ib i t ed  European  sh ipowners  f rom ca r ry ing  cof- 
fee, cocoa and  cot ton  purchased  b y  European  coun-  
tries in  Brazil. W h i l e  nego t i a t ions  a re  going on  in 
Rio de Jane i ro  b e t w e e n  European  sh ipowners  and  
Brazil ians,  the  b a n  has  b e e n  t empora r i ly  lifted. S t rong 
ind igna t ion  has  been  expressed  in the  G e r m a n  press  
at  these  Brazi l ian  measu res  which h a v e  b e e n  descr ib-  
ed as sanct ions ,  blackmail ,  etc. 

And  ye t  flag d i sc r imina t ion  and  p ro tec t ion i sm for 
sh ipp ing  are  b y  no means  new. They  h a v e  b e e n  
prac t i sed  s ince  ages:  In anc ien t  t imes they  were  
still  on  a modes t  scale,  be ing  based  on  the  then  pre-  
va i l ing  commerc ia l  and  sh ipp ing  prac t ices  as prescr ib-  
ed b y  Greek,  Roman and  Rhodos  law. In the  Middle  
Ages  the re  was  c lear  e v i d e n c e  of such discr imina-  
t ion: the  s ta tu tes  of sh ipp ing  guilds, a rb i t r a ry  deci- 
sions by  ce r t a in  towns,  j udgemen t s  b y  mar i t ime  
cour t s - - ,  all these  w e r e  moulded  into a body  of taw 
which b e c a m e  appl icable  to ce r t a in  "spheres  of in- 
f l uence ' ,  such as for i n s t ance  tha t  of the  Hanse.  The 
p ro tec t ion  of coas ta l  sh ipp ing  or ig ina tes  from these  
laws. A n d  w h a t  abou t  the  p re sen t  day  sh ipp ing  con- 
ferences  and  pools? Are  t hey  not  also p rac t i s ing  flag 
d i sc r imina t ion  on  occas ion? On the  o the r  h a n d  it can  
also h a p p e n  t ha t  flag d i sc r imina t ion  is lifted, as was  
r ecen t ly  s h o w n  w h e n  the  "Deutsche Seereederei ,  
Rostock" {East Germany} was  admi t t ed  into the  India-  
Pak i s t an  Conferences ,  London. The  "pol i t ical  va lue"  
of the  flag is in this  con tex t  of on ly  minor  impor tance .  

W h e n  dea l ing  wi th  this  age-old  p rob lem it is w o r t h  
quo t ing  a n  op in ion  g iven  in 1932 by  the  Hansea t i c  
High Cour t  of Hamburg  for its r e fe rence  to in te rna-  
t ional  mar i t ime  law. The  cour t  t hen  said:  "The just i -  
fied se l f - respect  of a n y  ind iv idua l  state,  also in legal  
mat ters ,  ent i t les  it to give p re fe rence  to its own  

laws." 

Brazil 's  ac t ion  is the re fo re  on ly  one  more  l ink in 
a long  chain. But as Brazil has  b e e n  the  possesso r  
of a "flag" for a r e l a t ive ly  br ie f  period,  h a v i n g  enter -  
ed the  l ists as a po ten t i a l  mar i t ime  power  on ly  a 
shor t  t ime ago, i t  is to be  feared tha t  the  y o u n g  
Afr ican  s ta tes  m a y  in due  course  fol low Brazil 's  
{bad} example,  la. 
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