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t a in  d r a f t  m e a s u r e s  for a r e g i o n a l  e c o n o m i c  po l i cy ,  
n o w  s e e m s  to be  t he  s u i t a b l e  m o m e n t  for  e m b o d y i n g  
in t h e m  a l so  f o r w a r d - l o o k i n g  C o m m u n i t y  P r o ? f a m i n e s ,  
a s  t h e y  w o u l d  e x e r t  a f a v o u r a b l e  i n f l u e n c e  on  m e -  
d i u m - t e r m  e c o n o m i c  po l ic ies  a t  C o m m u n i t y  leve l .  

Three-In-One: Coordination - Finance - 
Grants-in-Aid 

It  is i m p o s s i b l e  to u s e  i s o l a t e d  c o n c e p t s  r e f e r r i n g  to 
p a r t s  of  t he  C o m m u n i t y  for 

[ ]  c o o r d i n a t i n g  t h e  s t r u c t u r a l  f a r m i n g  po l i c i e s  of  
m e m b e r  s t a t e s ;  
f i n a n c i n g  i n d i v i d u a l  p r o j e c t s  t h r o u g h  t h e  E q u a l i s a -  
l i on  s e c t i o n  of the  E u r o p e a n  E q u a l i s a t i o n  a n d  
G u a r a n t e e  F u n d  of A g r i c u l t u r e ;  

d e v e l o p i n g  a p o l i c y  of g r a n t s - i n - a i d  for  f a r m i n g ,  

in  o r d e r  to m a k e  g e o g r a p h i c a l l y  v a r i e d  a n d  d i f f e r en -  
t i a t ed  i n v e s t m e n t s  in m e m b e r  s t a t e s  a n d  at  C o m m u -  
n i t y  l eve l .  Such w o r k  n e e d s  u r g e n t l y  t he  d e v e l o p m e n t  
of  a n  O v e r a l l  C o n c e p t ,  to wh i ch  t he  t h r e e  n a m e d  

f i e lds  of ac t ion ,  w i t h  the i r  d i f f e r e n t  m o d e s  of o p e r a t i o n  
a n d  i n s t r u m e n t s ,  c a n  be  s u b o r d i n a t e d ,  a n d  w h e r e  t h e y  
wil l  b e  o p t i m a l l y  c o o r d i n a t e d  w i t h  each  o the r .  T h i s  
is a v e r y  u r g e n t  t a s k  i ndeed .  Be fo re  l o n g  s i n g l e  im-  
p r o v e m e n t  p r o j e c t s  for  f a r m i n g  s t r u c t u r e s  wi l l  r e c e i v e  
l a r g e  s u m s  f r o m  C o m m u n i t y  funds .  U n l e s s  p o l i c i e s  
on  f a r m i n g  s t r u c t u r e s  a re  f i r m l y  c o o r d i n a t e d ,  a n d  in  
t he  a b s e n c e  of c o o r d i n a t i n g  t h e s e  a g a i n  c o n s t r u c -  
t i v e l y  w i t h  g r a n t s - i n - a i d  to be  g i v e n ,  a b ig  r i sk  m a y  
be  r u n  t h a t  w o o l l y  t h i n k i n g  w h i c h  is r i fe  in  s o m e  
m e m b e r  s t a t e s  in th i s  f ie ld wi l l  i n t r u d e  a l so  in to  
C o m m u n i t y  po l i c ies ,  

It is t r u e  t h a t  t h e  f i rs t  d ra f t  p r o g r a m m e s  of t h e  C o m -  
m u n i t y  offer  s o m e  s u p p o r t  for  t h e  p r o p o s e d  p o l i c y  
but ,  t a k e n  t o g e t h e r ,  t h e y  do no t  p r o v i d e  a s u f f i c i e n t  
g u a r a n t e e  for a g r i c u l t u r a l  i n v e s t m e n t s  i n t e n d e d  to 
i m p r o v e  f a r m i n g  s t r u c t u r e s  to h e l p  t h e  v i a b i l i t y  of  a 
c o m m o n  f a rm  m a r k e t ,  t h u s  s u b o r d i n a t i n g  t h e m s e l v e s  
to t h e  n e e d s  of a g r o w i n g  o v e r a l l  e c o n o m y ,  a n d  to 

. m e e t i n g  t h e  r e q u i r e m e n t s  of  an  o v e r a l l  e c o n o m i c  
po l i cy .  

Should American Investment in the Common Mar- 
ket Be Condemned or Encouraged? 
By Bernd Muldau, Hamburg ~) 

In Europe ,  p e o p l e  a re  b e c o m i n g  i n c r e a s i n g l y  a n x i o u s  
a b o u t  t h e  r a p i d  s p r e a d  of A m e r i c a n  i n v e s t m e n t  a c t i v i -  
t y  o v e r  t h e  l a s t  f ew  y e a r s .  T h i s  is p a r t i c u l a r l y  so  in 
E E C c o u n t r i e s .  A n d  indeed ,  o v e r  t he  p a s t  dec.ode 
t h e  a c t i v i t y  of  p r i v a t e  A m e r i c a n  cap i t a l  h a s  b e e n  
d i r e c t e d  p a r t i c u l a r l y  t o w a r d s  t h e  t e r r i t o r y  of t h e  
C o m m o n  M a r k e t .  

I m m e d i a t e l y  a f t e r  t h e  l a s t  war ,  A m e r i c a n  i n v e s t m e n t  
w a s  e x t r e m e l y  w e l c o m e  all  o v e r  Europe .  E u r o p e ' s  
r u n - d o w n  i n d u s t r y  n e e d e d  A m e r i c a n  cap i t a l  to h e l p  
s t a r t  t h e  g r o w t h  p r o c e s s  n e c e s s a r y  for  r e c o v e r y .  N o w  
E u r o p e  h a s  s u f f i c i e n t  cap i t a l  of  i ts  o w n  to u n d e r -  
t a k e  t h e  e v e r - i n c r e a s i n g  i n v e s t m e n t  d e m a n d e d  b y  t h i s  
c o n t i n u o u s  g r o w t h .  A m e r i c a  h a s  s e r v e d  i ts  t u r n - -  
A m e r i c a  m u s t  go. 

But  p r i v a t e  US f i r m s  c o n t i n u e  to i n c r e a s e  the i r  in-  
v e s t m e n t  a c t i v i t y  in  E u r o p e  a n d  w i t h i n  t he  C o m m o n  
M a r k e t .  M o r e  a n d  m o r e  A m e r i c a n  f i rms  a re  p e n e t r a t -  
i n g  t h e  E E C. In  1964 2,290 f i r m s  a n d  p a r t i c i p a t i o n s  
h a d  a l r e a d y  b e e n  e s t a b l i s h e d  on  E E C t e r r i t o r y  s i n c e  
t h e  w a r  a n d  3,070 in  the  w h o l e  of Europe .  In  1964 
US cap i t a l  i n v e s t e d  in  the  C o m m o n  M a r k e t  t o t a l l ed  

5,398 m i l l i o n  and  t h e  f i gu re  for  \~7estern E u r o p e  
w a s  ~ 11,973 mi l l ion .  ~ T he  e x p e n s i v e  t r e n d  of A m e -  

"~ See: Bernd M u 1 d a u :  "US-tnvestilionen in der E~.~'G ", soon 
to published by Verlag VCeltarchiv, Hamburg. 
1 All figures quoted below include a capital content corresponding 
to the nominal capital, i.a. for joint stock companies this is equal 
to the basic or foundation capital; for private companies and one- 
man firms to the owners' credit on capital account; for branches 
and works which are not independent, the basis taken is tile 
en.dowment or working capital. 

r i c a n  cap i t a l  w i t h i n  t h e  E E C  is st i l l  c o n t i n u i n g .  
It  is  n o t  s u r p r i s i n g ,  t h e r e f o r e ,  t h a t  t he  a n x i e t y  i n s i d e  
E E C  is b e c o m i n g  m o r e  a c u t e ,  p a r t i c u l a r l y  s i n c e  
A m e r i c a n  f i rms  g i v e  p r e f e r e n c e  to t he  s o - c a l l e d  
g r o w t h  i n d u s t r i e s ,  i. e. chemica l s ,  e n e r g y ,  e l e c t r i c s  a n d  
m o t o r  v e h i c l e s .  

T y p i c a l  of t h e  d e g r e e  of a n x i e t y  is a s t a t e m e n t  b y  
t h e  P r e s i d e n t  of  t h e  A m e r i c a n  C h a m b e r  of C o m m e r c e  
in G e r m a n y ,  Mr.  Schoepp le r :  " W e  n o t e  w i t h  a s t o n i s h -  
m e n t  t h e  e x p r e s s i o n  ' c o l o n i s a t i o n '  r e c e n t l y  u s e d  in  
th i s  c o n n e c t i o n . "  2 

A n d  i n d e e d ,  E u r o p e a n  e c o n o m i s t s  a n d  p o l i t i c i a n s  con-  
s i de r  t h e  r e a s o n  for  th i s  g r o w i n g  r e s e n t m e n t  a g a i n s t  
A m e r i c a n  i n v e s t m e n t  to be  t he  f ea r  t h a t  d o m e s t i c  
i n d u s t r y  m a y  p a s s  in to  f o r e i g n  h a n d s  and  t h e  con -  
v i c t i o n  t h a t  A m e r i c a n  i n v e s t m e n t  a c t i v i t y  wil l  m e a n  
a t e n d e n c y  t o w a r d s  c o n c e n t r a t i o n .  But  is A m e r i c a n  
i n v e s t m e n t  a m o u n t i n g  to 6-7 0/0 of t o t a l  i n v e s t m e n t  in 
m a n u f a c t u r i n g  i n d u s t r i e s  in t h e  C o m m o n  M a r k e t  
r e a l l y  s u f f i c i e n t  to m e r i t  such p h r a s e s  as " p a s s i n g  in to  
f o r e i g n  hands* '  and  " se l l i ng  ou t  d o m e s t i c  i n d u s t r y " ?  
J u s t  r e c e n t l y ,  it h a s  b e e n  s a i d  t h a t  such  a r g u m e n t s  
s t e m  f rom po l i t i ca l  r a t h e r  t h a n  e c o n o m i c  m o t i v e s :  
" E u r o p e ' s  i n c r e a s i n g  s e n s i t i v i t y  v i s - a - v i s  i n v e s t m e n t  
b y  US f i rms  is p r i m a r i l y  due  to a po l i t i c a l  p h e n o m e -  
n o n  a n d  o n l y  in t he  s e c o n d  p l a c e  to an  e c o n o m i c  
one . "  3 

2 See Frankfurter Allgemeine, No. 293, I7. 12. 1964. 
;~ Rainer H e l 1 m a n n : "Amerika auf dam Kuropa-Markt - -  Die 
US-Investitionen im Gemeinsamen Markt", Baden-Baden 1965, p. 193. 
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The modif ica t ion which Amer i can  i n v e s t m e n t  ac t iv i ty  
in Europe has  r ecen t ly  u n d e r g o n e  is s igni f icant  for 
two reasons.  

On the  one hand,  the re  has  been  an e x t r a o r d i n a r y  in- 
c rease  in Amer i can  i nves tmen t s  in Europe ove r  the  
last  few years.  Taken  as a whole,  the volume of these  
i nves tmen t s  has  mul t ip l ied  sevenfold  from I950 to 
1984. In 1950 t hey  s tood at $ 1,735 mill ion for the 
whole  of Europe; b y  1964 t h e y  had  g rown  to $ t2,067 
million. This r emarkab le  inc rease  has  occurred  m a i n l y  
over  the last  five years .  The fol lowing da ta  will  po in t  
this out: from 1950-1958 the  ave r age  annua l  inves t -  
ment  ra te  lay  b e t w e e n  $ 300 and 400 million. In 1960, 
on the  e the r  hand,  it passed  the  bi l l ion dol lar  m a r k  
($ 1,381 million) and  in 1964, at  $ 1,716 mill ion,  
reached its peak.  The  genera l  a ssumpt ion  was tha t  th is  
i n v e s t m e n t  ra te  would not  r ise fur ther ;  but  a l t hough  
the f inal  figures for 1965 are  no t  ye t  avai lable ,  it is 
ce r ta in  tha t  the  1965 new i n v e s t m e n t  f igures we re  
cons iderab ly  above  those  for 1964. 

The Shift of Emphasis towards 
the Common Market 

The second phenomenon connected with American 
investment activity in Europe is the deflection of the 
flow of private US investment capital from the United 
Kingdom to the  E E C countr ies .  

Before Wor ld  W a r  If and  r ight  up unt i l  the  "fifties", 
the  Uni ted  Kingdom, because  of l inguis t ic  and t radi-  
t ional  associat ions,  was  the  favour i t e  i n v e s t m e n t  
t e r r i t o ry  of A m e r i c a n  firms. 

The  r ea son  for this def lec t ion  of the A m e r i c a n  capi ta l  
f low towards  the E E C was p r o b a b l y  Br i ta in ' s  exclu- 
sion from the  newly -e s t ab l i shed  Common  Marke t .  
However ,  the  f igures quo ted  above  show tha t  the  
Uni t ed  Kingdom con t inues  to be of in t e res t  as a po- 
t en t ia l  m a r k e t  for A m e r i c a n  goods, a l t hough  US in- 
ves to rs  j u d g e  the  Common  M a r k e t  t e r r i to ry  to be  
more  promis ing .  

No Preferences wi th in  EEC 

The  nex t  ques t ion  is: which of the  six E E C pa r tne r s  
is pa r t i cu l a r l y  a t t r ac t ive  for A m e r i c a n  i nves tmen t?  
Do A m e r i c a n  inves to r s  show any  p re fe rence  for one  
or more  of the  E E C coun t r i es  for m a n u f a c t u r i n g  pur-  
poses?  W h a t  is the  d is t r ibu t ion  ra t io  of A m e r i c a n  
capi ta l  w i th in  the  Common Marke t?  

At  first g lance  the  Federa l  G e r m a n  Republ ic  appea r s  
to be  the  f avour i t e  r ece iv ing  count ry ,  for  it ho lds  
f irst  p lace  b y  percen tage .  

On  the  o the r  hand ,  I ta ly  is s ingled  out  for the  highest  
growth  ra te  of US i n v e s t m e n t  and France  heads  the 
l ist  of E E C member s  for the g rea tes t  n u m b e r  of n e w  
US firms and  par t ic ipa t ions .  

Share of the  Total Vo lume  of American Investment  
wi th in  the Common Market  up to End-1964 

{Expressed in MoneLary Terms and in Percentages} 

A m o u n t  I n v e s t e d  
Coun t r y  i , in $ i "/o Share 

Federa l  G e r m a n  Republ ic  2,077 mi l l ion  38,48 
France  1,437 mi l l ion  26.62 
I ta ly  845 mi l l ion  15,60 
Netherlands 588 million 10.90 

Thus, in 1950, Br i ta in ' s  share,  at  $ 847 million, was  Be lg ium/L uxe mbonr g  453million 8.40 
48.7~ of A m e r i c a n  i n v e s t m e n t  in Europe;  on the  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
o the r  hand,  the  share  of the  six countr ies  which we re  
la te r  to become the  Common Marke t  was  on ly  $ 637 
mil l ion or 36.8 %. This  rat io  r emained  fa i r ly  cons tan t  
up to 1956. Even though,  in m o n e t a r y  terms, the  fig- 
ures of US par t i c ipa t ions  con t inued  to r ise  in the 
wake  of the  boom and  the  h igh  profi t  ra tes  which 
th is  entai led,  the  r e l a t ive  rat ios for these  te r r i tor ies  
r emained  the  same. But  from 1957 onwards  a funda-  
men ta l  change took place. In the  years  the rea f t e r  
Bri ta in ' s  share  p l u m m e t t e d  a lmost  ve r t i ca l ly  down-  
wards.  

At  the  same time, i n v e s t m e n t  f igures in Bri tain ex- 
p ressed  in m o n e t a r y  terms rose cons iderab ly  (from 
$ 1,974 mil l ion in 1957 to $ 4,550 mil l ion in 1964), 
but  did not  inc rease  to the  same extent  as did those  
for the  Common Marke t .  In the  Common M a r k e t  
A m e r i c a n  i n v e s t m e n t  deve loped  in p rec i se ly  the  op- 
pos i te  way:  

American Investment  Expressed in Percentages of 
Total US Inves lment  in Europe 

Great Bri ta in  Common  M a r k e t  

1961 45.9 o/~ 1961 40,1 o/~ 
1952 42.9 Q/0 1962 41.8 ~ 
1963 40.5 o/~ I963 43,0 5/, 

Average  A nnua l  Growth Rate of American Investment  
from I949-1964 

Coun t r y  ~ 

I ta ly  19.68 
Federal German Republ ic  17.60 
N e t h e r l a n d s  17,24 
Be lg ium/L uxe mbour g  15.42 
France  14.57 

Number  of Firms and Participations Established by  
US Companies  s ince the War up to End-1964 

Coun t r y  N u m b e r  

France  6t6 
Federal German Republic 489 
B elgium/Luxembourg 462 
Italy 432 
Netherlands 291 

These quantitative analyses results give no grounds 
in itself since this does not indicate the size of the 
share in the firms, the importance of the participa- 
tion, market share, etc. It can, however, be used as 
a measure  of Amer i can  ac t iv i ty  in  tha t  pa r t i cu l a r  
country.  

1964 38,0 ~ I964 45.0 ~ 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  These  quan t i t a t i ve  analys is  resul ts  give no g rounds  

for be l i ev ing  tha t  p r iva te  A m e r i c a n  inves to r s  show 
The  Common M a r k e t ' s  share  of Amer i can  i n v e s t m e n t  a c lear  p re fe rence  for  any  pa r t i cu la r  E E C count ry .  
in Europe has  inc reased  constant ly .  Expressed in 
m o n e t a r y  terms, the  f igures  rose from $ 1,680 mil l ion However ,  when  each E E C coun t ry  is ana lysed  sep- 
in 1957 to ~ 5,398 in 1964. aratelF,  it is s t r ik ing  that  the  var ious  pol ic ies  adop ted  
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by  governments  towards Amer ican  inves tment  have  
a l ready caused certain react ions  on the par t  of these  
American investors .  

France,  who has come out the most  s t rongly  against  
any further  increase  of Amer ican  capital in its terri-  
tory, was able to decrease  its share  of Amer ican  in- 
ves tment  within the Common Marke t  from 36.98 0/~ 
in 1949 to 26.62 % in 1964 in a constant  downwards  
curve. 

Italy, on the other  hand, who  favours  and encourages  
US investment ,  par t icular ly  in certain economica l ly  
undeveloped terr i tories  in the  South, increased  its 
share  over  the  same period from 7.20% to 15.67% in 
a constant  r ising curve. 

The comple te ly  contrary  at t i tudes and policies adopted  
by these two Common Marke t  countries shows that  
within E E C individual countr ies  hold absolu te ly  
different  v iews  about the value  and use of pr iva te  
capital export. 

But before consider ing government  policies in the 
various E E C countr ies  vie-h-vie American  investment ,  
and before discussing their  pros and cons, we  must  
deal with the quest ion of the causes for the rise in 
American  inves tment  activity.  

The Reasons why Investment dctivity 
is Increasing 

It is impossible to s ta te  one clear-cut reason for the 
in tense  Amer ican  act iv i ty  wi thin  the Common Marke t  
for there is a whole  series of motives behind  this. 
These mot ives  derive,  in part ,  from macro-economic 
factors upon the par t ic ipant  economies  or o therwise  
from the s t ructure  of cer tain branches of these  econ- 
omies. Mot ives  non-economic  in or igin--pol i t ical ,  cul- 
tural or even  personal  p r e f e r e n c e s - - m a y  also p lay  
a part, 

Taking the macro-economic  issue first, it immedia te ly  
becomes clear how much the at t ract ion of E E C  
countries for Amer i can  inves tment  has been intensif ied 
since the creat ion of this Common Market.  There  
are two main reasons  for this: 

a) the grea te r  prof i tabi l i ty  of large-scale product ion  
(this, of necess i ty  appeals  only to large-scale capital  
and does not affect less well  capitalised firms), to- 
ge ther  with goods bus iness  condit ions and high growth  
rates;  

b) the fear of US companies  that  when the E E C has 
built  up joint  ex te rna l  tariffs they  will be excluded 
from this European market .  

These facts are so obvious that  it is almost  super-  
fluous to ment ion  them. They  are cer ta inly  not  basi- 
cally respons ib le  for the high volume of Amer ican  
investment .  

Amer ican  inves tors  will be even  more  willing to invest  
if there  are n o t o n 1 y good prospects  of profi tabil i ty 
but if h i g h e r  profi ts  can be obtained than  in 
America .  This means  that  the p ropens i ty  to inves t  
becomes  grea te r  as the d i f ference  be tween  rates of 
earnings in the USA and in the E E C swings  in favour  
of EE  C. As  a measure  of these  r,ates of earnings we 
can take  e i ther  the  ave rage  macro-economic  growth  
rates  of the economies  in ques t ion or the pe rcen tage  
profi ts  on inves ted  capital  after  deduct ion of tax. 

From 1957-1963 the growth  rates  for these  two terri-  
tories were  3.0~ p . a .  for the  USA and 5.1 ~ p .a .  
for E E  C. The es t imated  ave rage  ra tes  for I964-1976 
are 3.5~ for the USA and 5.0 % for E EC. 

The pe rcen t age  earnings on inves ted  capital after  de- 
duct ion of tax ave raged  5.3 % for the  USA b e t w een  
1958 and 1963; but in the  Common Market  the figures 
were  cons ide rab ly  higher:  France 9.8 %, Italy I0.9 %, 
Federa l  German Republic 11.8 ~ and Belgium 13.1 ~ 

Thus, the  E E C average  was  well  over  10 ~ and was  
almost twice the ave rage  pe rcen tage  of af ter- tax profit  
on inves ted  capital in the USA. 

However ,  the fact that  these  profit  and growth  rates  
are re la t ive ly  high (and, by  comparison,  v e r y  much 
higher) creates  only a desire  to invest .  There  must 
be o ther  incent ives  too, for example,  the oppor tuni ty  
to real ise  these  plans based  on the degree  of employ- 
ment  and the compet i t ive  situation. It is lack of labour 
- - p a r t i cu l a r l y  of qualified, skilled l abour - -which  de- 
cides potent ia l  Amer ican  investors  to buy up exist-  
ing firms which have  avai labie  a t rained staff and 
a r eady-made  distr ibution network.  However ,  it is 
essent ia l  that  the European firm be p repared  to sell. 

The different  financial s t rengths  of Amer ican  and 
Common Market  firms benefi t  the Amer icans  and 
"this often has the effect  of an ex te rna l  distort ion of 
exchange rates.  It is easier  for Amer ican  firms to 
f inance their  European inves tments  from earnings in 
the US, the E E C or with funds raised on capital 
markets .  The main thing is, they  find it cheap to buy  
up European firms. For years  European shares  h a v e  
been undervalued  and this low valuat ion has its 
effect when  the ownership  of large parce ls  of s h a r e s  
or of whole  firms changes. However ,  this under-  
va lua t ion  only mirrors the lack of capi tal isat ion from 
which European firms suffer. This will  not be changed  
by al ter ing the exchange rate. Of course, the purchas- 
ing power  of the dollar and o[ European currencies  
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do not a lways coincide with official rates. But no one 
in Europe could ser iously wish for the dollar to be 
devalued solely in order to inhibit American invest-  
ment or the purchase of firms by Americans.  A lower  
dollar pari ty would point up more than ever  ~he 
lead which numerous branches of industry in America  
have over  Europe". 4 

Passing to the motives behind  this investment ,  as 
influenced by structural  factors in individual  bran- 
ches of the economy, the main sectors to be men- 
tioned are petroleum and motor  vehicle  construction.  
For many years  the United States has p layed  a 
dominant  role in these sectors  in Europe. New invest-  
ment  in these  branches is mainly  due to cons tan t ly  
expanding demand.  Recent ly  the Americans  have  
been able to gain a similar advantage  vis-6-vis domes-  
tic manufacturers  in the electronics sector. In this 
field it was their  obvious technical super ior i ty  which 
created the conditions for heav ie r  investment .  

A further incent ive  for Amer ican  investors  is the 
fact that  the  European consumer  market  is becoming 
increasingly "Americanised".  Certain par t icular ly  out- 
s tanding products  and, more  fundamental ly,  cer tain 
American habits  of consumption,  have  pene t ra ted  the 
consciousness  of the European consumer  through 
American  l i terature,  films and plays. This s t imulat ion 
of an a l ready existing, but latent,  demand creates  a 
fur ther  incent ive  to investment .  

The close polit ical and mil i tary alliance be tween  the 
countries of Wes te rn  Europe is also a posi t ive  factor  
in deciding Amer ican  investors .  Politically s table  
conditions, in the American sense,  are cons idered  a 
guarantee  that  their  interests  in Europe will be re- 
spected.  

Natural ly  this does not complete  the list of potent ia l  
grounds for investment .  But even  an outline of the 
main incent ives  makes the rapid increase of American  
capital expor t  to E E C countries more unders tand-  
able, par t icular ly  when  we consider  that  the tradi- 
tional large foreign markets,  such as South Amer ica  
and Canada, are a l ready over-sa tura ted  with Amer ican  
inves tment  in the profi table growth sectors. In addi- 
tion, since about 1958 there have  been increasing signs 
of ant i -Americanism in South America  (e.g. in Bolivia, 

4 Rainer  H e l l m a n n  : "Amerika auf dem Europa-Markt -- Die 
US-Inves t i t ionen  im Gemeinsamen  Markt",  idem, p. 198 f. 

Chile and in Central  America),  This is another  r eason  
w h y  Amer ican  inves tors  find the Common Mark e t  
par t icular ly  at t ract ive.  

Official Government Policies in EEC 
and the United States 

If we  are to descr ibe  the basic at t i tude of individuaI 
Common Market  countr ies  towards  Amer ican  inves t -  
ment,  it must  be es tab l i shed  immedia te ly  that  the  
par tners  do not agree  amongst  themselves ;  on the  
contrary,  the individual  government s  adopt  to ta l ly  
different  att i tudes.  

The at t i tude of the Federa l  German Republic towards  
Amer ican  inves tment  is not  bas ical ly  negat ive.  But 
ne i ther  does it favour  this to the same extent  as in 
the "fifties". For the t ime being it is mere ly  keep ing  
a careful watch upon how Amer ican  inves tment  de- 
velops.  This is c lear  from the "Decree relat ing to the  
Implementa t ion  of the Law on External  Trade", para-  
graph 57 of which requires  the regis t ra t ion of inves t -  
ments  from abroad. 

F r a n c e - - t h e  country  least  in favour  of American  in- 
v e s t m e n t - - h a s  gone cons iderably  further.  As ear ly  as 
1959 it was laid down in Direct ive 669, dated 21st 
January ,  1959, that  foreign inves tment  had to be 
s a n c t i o n e d .  "Appl icat ions  will be deal t  wi th  on 
their  meri ts  , , ,  In cases  of par t icular  impor tance  the  
decision will be taken by the Minis ter  of F inance  
in person.  Appl ica t ions  to par t ic ipa te  in the capital  
of companies  whose  product  is of importance  for  
French nat ional ised indus t ry  or for firms conce rned  
with armament  manufac ture  will be given part icu-  
lar ly careful considerat ion.  Appl icat ions  to acquire  
major i ty  part ic ipat ions in such companies  will not  be  
enter ta ined".  5 

On the whole,  I taly we lcomes  Amer ican  inves tment .  
Direct  investment ,  in par t icular  in the  economicaI1y 
still undeve loped  areas of Southern Italy and Sicily, 
is encouraged  and promoted  by  official bodies.  For  
instance,  en t repreneurs  who select  such a local i ty  
for their  opera t ions  are given special  se t t lement  cred-  
its and granted certain tax benef i ts  and similar  
facilities. 

Up till 1964 the Nether lands  had adopted a pol icy  
similar to Italy's.  Dutch municipal i t ies  which became  

Market  Information Service of the Federa! Office for Informa- 
t ion on External  Trade, Cologne,  May 1965, Ed. IrI, No. 31, 
Current  No. i f. 
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t h e  h o m e  of a fo re ign  f i rm g r a n t e d  such  i n v e s t o r s  
t a x  benef i t s ,  p l u s  a d d i t i o n a l  l o a n s  and  f i nanc i a l  aid.  
T h i s  a t t i t u d e  h a s  n o w  changed .  A c c o r d i n g  to a r e c e n t  
s t a t e m e n t  b y  the  Dutch  M i n i s t e r  for  E c o n o m i c  Af fa i r s ,  
t h i s  is to be  s topped .  A t  t h e  s a m e  t ime  it w a s  an -  
n o u n c e d  t ha t  t he  S ta t e  Of f i ce  for  I n d u s t r i a l  P l a n n i n g  
in N e w  York  w a s  to be  c l o s e d  d o w n .  T h i s  Of f i ce  h a s  
p l a y e d  an  i m p o r t a n t  role  in t he  f o u n d a t i o n  of I69 in-  
d e p e n d e n t  and  93 jo in t  f o u n d a t i o n s  or p a r t i c i p a t i o n s  
in  t h e  N e t h e r l a n d s .  C l o s i n g - d o w n  d a t e  w a s  a n n o u n c e d  
as  1st Oc tobe r ,  1965. H o w e v e r ,  b u s i n e s s  in h a n d  w a s  
to be  dea l t  w i th .  ~ 

B e l g i u m  and  L u x e m b o u r g  s t i l l  h a v e  a p o s i t i v e  a t t i -  
t u d e  to A m e r i c a n  i n v e s t m e n t  in  t h e i r  t e r r i t o r i e s .  E v e n  
if t h e r e  is w i d e r  d i s c u s s i o n  a b o u t  p e n e t r a t i o n  b y  
A m e r i c a n  c o m p a n i e s ,  no  r e s t r i c t i v e  m e a s u r e s  h a v e  
y e t  b e e n  i n t r o d u c e d  b y  t he  G o v e r n m e n t .  

E v e n  in A m e r i c a ,  o p i n i o n s  d i f fer  a m o n g  r e s p o n s i b l e  
p e r s o n s  in m i n i s t r i e s  a n d  o n  t h e  F e d e r a l  R e s e r v e  
B o a r d  as to t h e  v a l u e  a n d  s i g n i f i c a n c e  of t h e i r  i n v e s t -  
n l e n t s  ab road .  H o w e v e r ,  a n x i e t i e s  a b o u t  t he  h i g h  r a t e  
o f  e x p o r t  of  p r i v a t e  c ap i t a l  h a v e  g a i n e d  g r o u n d ,  
m a i n l y  b e c a u s e  of t he  h i g h  anti  c o n s t a n t  de f i c i t  in  
t h e  b a l a n c e  of p a y m e n t s - - d u e  to t h e  b u r d e n  of  mi l i -  
t a r y  e x p e n d i t u r e  a n d  d e v e l o p m e n t  aid.  T h e  U n i t e d  
S t a t e s  h a s  t h e r e f o r e  r e n o u n c e d  i ts  p o l i c y  f a v o u r i n g  
i n v e s t m e n t  a b r o a d  w h i c h  w a s  p r e v i o u s l y  c o n s i d e r e d  
to be  "an  e x t e n s i o n  no t  o n l y  of A m e r i c a ' s  e c o n o m i c ,  
b u t  of  i ts  po l i t i ca l  i n f l u e n c e "  7 a n d  in F e b r u a r y  1965 
" D i r e c t i v e s  for  t he  R e s t r i c t i o n  of C a p i t a l  Expor t "  
w e r e  i s s u e d  in c o l l a b o r a t i o n  w i t h  i n d u s t r y .  T h e s e  
p r o v i d e  t ha t  A m e r i c a n  f i rms  wh i ch  a r e  p l a n n i n g  to  
i n v e s t  a b r o a d  m u s t  s u b m i t  t he i r  p l a n s  q u a r t e r l y  to t h e  
D e p a r t m e n t  of C o m m e r c e ;  t h e y  a r e  not ,  h o w e v e r ,  de-  
p e n d e n t  u p o n  a p p r o v a l .  It c an  be  s a i d  t h a t  " e v e n  in 
t h e i r  r e v i s e d  form,  d a t e d  D e c e m b e r  1965, t h e s e  d i rec -  
t i ves  a re  v e r y  mi ld .  F o r  b o t h  in  1965 a n d  1966 t h e y  
p e r m i t t e d  i n d u s t r y  to i n v e s t  35 ~/0 m o r e  a b r o a d  t h a n  
t h e  a v e r a g e  o v e r  t h e  y e a r s  t962-1964, w h i c h  w e r e  
t a k e n  as  t he  b a s e  y e a r s . "  s 

It  is c l ea r  f r o m  t h e  d i f f e r i n g  a n d  e x t r e m e l y  c o n t r a d i c -  
t o r y  a t t i t u d e s  of  i n d i v i d u a l  g o v e r n m e n t s  t h a t  w h e n  
d i s c u s s i n g  A m e r i c a n  i n v e s t m e n t  t h e r e  a r e  as  m a n y  
a r g u m e n t s  in  f a v o u r  of  e n c o u r a g i n g  US i n v e s t m e n t  
as t h e r e  a r e  r e a s o n s  on  t h e  o t h e r  s ide  for r e s t r i c t i n g  
it, a n d  t h a t  in r e a c h i n g  a n y  e c o n o m i c s - b a s e d  d e c i s i o n  
a b o u t  e n c o u r a g i n g  or  d i s c o u r a g i n g  such  i n v e s t m e n t ,  

See Market Information Service of the Federal Office for Infor- 
mation on External Trade, idem, p. 6 f. 
7 F. J. ~A r e a 1 e : ~Americans in Europe". In: Die Zeit, 28.6.63, 
No. 26. 
S Frederik H. R o s e n s t i e 1 : "American Industry Penetrates 
Overseas". In: Frankfurter Allgemeine, Frankfurt, 9/19. 6. 1966, 
Nr. 132. 

e v e r y t h i n g  d e p e n d s ,  in t h e  e v e n t ,  u p o n  the  c u r r e n t  
t r a d e  s i t u a t i o n  in t h e  c o u n t r i e s  i n v o l v e d  a n d  w h a t  
e c o n o m i c  a i m s  t h e y  h a v e  s e t  t h e m s e l v e s ,  

The Pros and Cons 

W e  s h a l l  t h e r e f o r e  c a t a l o g u e  b e l o w  the  m o s t  c o m m o n  
a r g u m e n t s  u s e d  on  b o t h  s i de s  in  t he  c u r r e n t  d i s -  
c u s s i o n .  

T h e  m o s t  t e l l i n g  a r g u m e n t  for  a n y  i n v e s t m e n t - -  
w h e t h e r  p r i v a t e  o r  pub l i c ,  d o m e s t i c  or  f o r e i g n - - i s  
t h e  fac t  t h a t  i n v e s t m e n t  is n e c e s s a r y  in o r d e r  to ob-  
t a i n  e c o n o m i c  g r o w t h .  S e e n  f r o m  th i s  p o i n t  of  v i ew ,  
A m e r i c a n  i n v e s t m e n t  is  m a k i n g  a c o n t r i b u t i o n  to t h e  
g r o w t h  of  n a t i o n a l  i n c o m e  in t h e  E E C c o u n t r i e s .  N o  
o n e  d e n i e s  th is ;  h o w e v e r ,  i n s ide  t h e  C o m m o n  M a r k e t  
it  is  v e r y  w i d e l y  h e l d  t h a t  d o m e s t i c  E E C cap i t a l  is  
s u f f i c i e n t  to m a k e  w h a t e v e r  i n v e s t m e n t  is n e c e s s a r y  
to e n s u r e  p r o p e r  e c o n o m i c  g r o w t h .  

In  d e f e n c e  of A m e r i c a n  i n v e s t m e n t ,  it  is o f t en  s a i d  
t h a t  t h e  n e w  A m e r i c a n  f i rms  c r o w d i n g  in to  t h e  
E u r o p e a n  m a r k e t  c r e a t e  g r e a t e r  c o m p e t i t i o n  a m o n g s t  
s u p p l i e r s .  S ince  m o s t  of  t h e  US h r m s  a r e  m o r e  ad -  
v a n c e d  t e c h n i c a l l y  t h a n  a r e  E u r o p e a n  f i rms,  t h e y  
fo r ce  t he i r  E u r o p e a n  c o n t r a c t o r s  to  r a t i o n a l i s e  a n d  
to i n t r o d u c e  m o d e r n  t e c h n i q u e s .  Al l  such  c h a n g e s  on  
t h e  s u p p l y  s ide  a r e  d e f i n i t e l y  to t h e  a d v a n t a g e  of 
t h e  E u r o p e a n  c o n s u m e r - - w h e t h e r  b e c a u s e  t h e  q u a l i t y  
of  p r o d u c t s  is i m p r o v e d ,  b e c a u s e  p r i c e s  fall ,  r a n g e s  
a r e  i n c r e a s e d  or  t h e  l ike.  H o w e v e r ,  t h e s e  e f f ec t s  of  
A m e r i c a n  i n v e s t m e n t  a r e  o n l y  so  n o t i c e a b l e  w h e n  
such  i n v e s t m e n t  t a k e s  t h e  fo rm of n e w  f i r m s - - i n  t h e  
t r u e  s e n s e .  But w h e n  e x i s t i n g  E u r o p e a n  f i r m s  a l r e a d y  
h a v i n g  a s i g n i f i c a n t  s h a r e  of  t he  m a r k e t  p a s s  i n to  
A m e r i c a n  h, ands ,  r e l a t i v e l y  l i t t le  d i f f e r e n c e  is fe l t  on  
t h e  s u p p l y  s ide ,  s i n c e  it is o n l y  t h i s  e x t r a  u r g e  to 
e x p a n d  wh ich  c r e a t e s  c o m p e t i t i v e  p r e s s u r e .  

O n  t he  a s s e t  s ide ,  it  is o f t en  s a id  t h a t  US p a r t i c i p a -  
t i o n s  o p e n  up n e w  m a r k e t s  b y  i n t r o d u c i n g  n e w  p ro -  
duc t s .  A l t h o u g h  it c a n  s c a r c e l y  be  d i s p u t e d  t h a t  t h i s  
h a s  p u t  p r e s s u r e  u p o n  t h e  s u p p l y  s ide ,  it is s t i l l  un -  
c l ea r  w h e t h e r  it is  a d v a n t a g e o u s  or  d i s a d v a n t a g e o u s  
for t h e  e c o n o m y  of  t he  C o m m o n  M a r k e t .  T h e  d e c i s i v e  
f a c t o r  in r e a c h i n g  such  a j u d g m e n t  wi l l  be  t h e  b e n e f i t s  
to t h e  o v e r a l l  e c o n o m y  to be  d e r i v e d  f r o m  such  n e w  
p r o d u c t s - - w h e t h e r  in t h e  f ield of  c a p i t a l  o r  of  c o n -  
s u m e r  goods ;  i.e., th i s  is a d e c i s i o n  w h e r e  p r i o r i t i e s  
n e e d  to be  d e t e r m i n e d  for o v e r a l l  e c o n o m i c  r e q u i r e -  
m e n t s .  O b v i o u s l y  no  j u d g m e n t  c a n  be m a d e ,  e x c e p t  
f r o m  c a s e  to c a s e  a n d  on  the  b a s i s  of  c o n c r e t e  e x -  
a m p l e s .  

T h e  d e s i r a b i l i t y  of  A m e r i c a n  i n v e s t m e n t  in s t i l l  u n -  
d e v e l o p e d  E E C  t e r r i t o r i e s  h a s  a l r e a d y  b e e n  m e n -  
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T E C H N I Q U E S  
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Rappeh 
LES FONDEMENTS DE L'ANALYSE 

ECONOMIQUE, 
par P. A. SAMUELSON. Traduit par G. GAUDOT. 
524 pages, 1965 . . . . . . . . . .  88 F 

ETUDE METNODOLOGIQUE DU CAPITAL 
NATIONAL, par R. HELINE. 
417 pages 1965 . . . . . . . . . .  86 F 

LA HIERARCHIE DES VILLES EN FONCTION DE 
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tioned. Because of the ve ry  low profit returns in such 
areas, there  is insufficient incent ive for inves tment  
by domest ic  industry.  

The at t i tude of government  and municipal  represen-  
ta t ives  who hope  for American inves tment  in such 
areas  can he summed up roughly as follows: ra ther  
Amer ican  inves tment  than no investment.  

On the other  hand, there  is still a long list of argu- 
ments  and grounds favouring the restr ict ion of US 
inves tment  in the E E C. 

The most  f requent ly  expressed  app rehens ions - - t h e  
fear of indus t ry  pass ing  into foreign hands and the 
assert ion that  US firms will force concentra t ion upon 
u s - - h a v e  a l ready  been  s ta ted at the beginning of this 
article. Whils t  the fear  that  industry  may  pass into 
foreign hands  is of poli t ical  origin, it can be said of 
the second accusa t ion  that  US firms are aggravat ing 
a concent ra t ion  movemen t  which was s tar ted  by the 
formation of the Common Market  and which, there-  
fore, was a l ready  in existence.  According to Schum- 
p e t e r - - w h o  said that, in certain circumstances,  a mono- 
poly  organisa t ion can serve a market  be t te r  and more 
cheaply than would be possible  under  free competi-  
tion, p rov ided  it can make considerable  cuts in mar- 
ginal cos t s - - th i s  is not  necessar i ly  a disadvantage.  
~vVe are p robab ly  too much bound up in a neo-i iber-  
alistic w a y  of th inking to be able to pass judgment  
on this. 

The most  serious accusat ion made against  American  
firms is that  they p re fe r  to enter  the so-called growth 

industries.  In these  indust r ies  the  marginal  effec- 
t iveness  of capi tal  is espec ia l ly  high and the  rate  of 
prof i tabi l i ty  good. This c i rcumstance  also makes  g E C 
firms more  eager  to invest .  On the o ther  hand, do- 
mestic en t rep reneurs  are  aware  of the high technical 
abili ty of US competi tors ,  par t icu lar ly  in t hese  indus- 
tries. They fear the super ior i ty  of Amer ican  firms and 
would be glad to be rid of this competi t ion.  So it is 
not  surpr is ing that  the  warn ing  about  indus t ry  pass-  
ing into foreign hands s tems  from prec i se ly  such 
people,  who are also increas ing  pressure  upon the i r  
governments  to res t r ic t  US inves tment  by adminis t ra-  
t ive means. 

As long as the  market  is in a s ta te  of full, or even  
over-employment ,  the cons tan t ly  rising flow of dol lars  
into the Common Marke t  could eas i ly  have  undesir-  
able mone ta ry  results  upon these  economies.  This 
excess  of dollars  must  be cons idered  as a so-cal led 
"special" source  of funds which, in the form of a 
"surplus reserve" ,  increases  the  capaci ty  of the bank- 
ing sys tem to c rea te  money  and can be only imper-  
fect ly manipula ted  by  the credit  pol icy ins t ruments  
avai lable to centra l  banks.  Thus, in this sector,  US 
inves tment  can have  an inf la t ionary  effect, even  if 
it must  be added that  this effect  can be par t ia l ly  
offset  by the "imported" technical  progress  intro- 
duced by the Amer ican  funds. 

Ej~ect upon the Economy  

If, in conclusion, we cons ider  wha t  are the economic 
consequences of this s i tuat ion for E E C, it will  be 
seen  that, whi ls t  we cannot  say  that  indust ry  is in- 
deed pass ing into foreign hands,  in certain sectors  of 
i ndus t ry - - fo r  instance,  pe t ro leum and e l ec t ro n i c s - -  
US firms a l ready  domina te  the market .  This takes  on 
a more ser ious aspect  w h e n  we consider  that  the 
major  part  of all o ther  sec tors  of the economy is 
largely  dependen t  upon these  two for their technical  
development .  

Thus the Common Market  economy is in a posi t ion 
where  it is forced to catch up on cons iderable  a r rears  
in forward- looking areas of technology. W h e t h e r  it 
will be able to do so must be quest ioned,  in v iew of 
the mass of new knowledge  which space research 
of fe r s - -a lmos t  as a by-product  to US industry.  The 
only al ternat ives  for the Common Marke t  economy 
are to press on with its own research in these  sub- 
jects  at great  expense  or to come to terms wi th  its 
technical dependence upon US firms and wi th  their  
p resence  upon E EC soil. W e r e  US firms to be 
banished from the Common Market ,  the only  o ther  
possibi l i ty  would be to contract  expens ive  l icencing 
ar rangements  with the US or to import  Amer ican  
goods. This solution could hard ly  be sat isfactory in 
the long run. 

Because of their  greater  potent ia l  for f inancing in- 
ves tments  in the Common Marke t  compared wi th  
domest ic  firms, American firms also have an eco-  
nomic advantage.  The reason for this is not only the 
difference in size and capital isat ion of US firms com- 
pared with those in the E EC,  but also the low 
valuat ion placed upon public companies  in the Com- 
mon Market  and the gap be tween  the mone ta ry  and 
purchasing-power  parities of the dollar and E E C 
currencies.  Because of this, it would be des i rable  for 
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a jo int  economic  policy to be adopted  wi th in  E E C  
so  as  to d imin i sh  ex is t ing  dif ferences .  Even  if it is 
imposs ib le  to avoid  some change in exchange  r a t e s  
due  to the  d ev a lua t i on  of the  dollar, at leas t  ex i s t ing  
tax  benef i t s  could be r e m o v e d  by  adopt ing  a common  
g E C tax policy,  thus  e n s u r i n g  tha t  compet i t ion  does  
no t  become  still fu r ther  distorted.  

All in all, it is t ime for the EE C m e m b e r  count r ies  
to m a k e  a dec i s ive  m o v e  a w a y  from ind iv idua l  eco- 
nomic  pol icies  and towards  a pol icy which e nha nc e s  
the  pos i t ion  of the C o m m o n  Marke t  as an economic  
unit,  thus  enab l ing  it to exploi t  to the full the  
t rad ing  po ten t i a l  of the  Common Ma rke t  and  its 
economic  oppor tuni t ies .  

Rourkela-An 
ment Aid 

Example of Co-operative Develop- 

By Klaus RSh, Brussels *) 

"The Observer", London, reported last February to its readers on the Indian steel scenery 
the following: "The story of the three foreign steelworks in India is llke an anecdote 
about a Russian, an Englishman and a German. At Bhilai, the Russians started with a roar 
of self-congratulation and are now a bit behind the times. The British at Durgapur were 
modest and their achievements are still modest. The Germans at Rourkela began in notori- 
ous muddle . . .  and are now far and away the winners." This is certainly a compliment 
to the achievements of the Rourkela steelworks for its now attained productivity and high 
profits. One should, however, not forget the many difficulties and shortcomings which the 
project hod to face during its planning and construction phase. Mr. Klous RSh has for one 
year personally studied the problems at the spot. His findings will shortly be published in 
a German monograph "Rourkela als Testfall'. 

l ~ o u r k e l a  has  r e p e a t e d l y  been descr ibed as a " test  
case"  of G e r m a n  ' deve lopment  aid. Wi th  a capi ta l  
i n v e s t m e n t  of n e a r l y  two t h o u s a n d  mil l ion G e r m a n  
M a r k s  in the f irst  s tage,  t hese  s t ee lworks  cons t i tu te  
the  l a rges t  fore ign  p ro j ec t  in which G e r m a n y  dom- 
i n a n t l y  par t ic ipa tes .  To ca r ry  out  such a p ro jec t  
in a deve lop ing  c o u n t r y  such as I n d i a - - a n d  above  
th i s  in one of its m o s t  u n d e r d e v e l o p e d  a r e a s - - i n e -  
v i t ab ly  ra ises  so me  impor tan t  problems.  This  becomes  
pa r t i cu l a r l y  d e a r  in t he  l ight  of the  poor infra-s t ruc-  
tu re  and of co-ord ina t ion  tha t  is requi red  in ca r ry ing  
out  an u n d e r t a k i n g  which  at one t ime invo lved  the  
e m p l o y m e n t  of n e a r l y  50,000 people.  

Yet, the  Rourke la  p ro j ec t  canno t  be r ega rded  as a 
tes t  case  wi th in  the  m e a n i n g  of a l abora tory  exper i -  
m e n t  which was  s t a r t ed  af ter  de l ibera te ly  lay ing  down 
specif ic  r equ i r emen t s .  On  the cont rary :  Rourke la  is 
r a t h e r  an " i n v o l u n t a r y  test",  and this m e a n s  an 
a t t em p t  d ragg ing  into it those  who earl ier  had  been  
n o t h i n g  more  but  o b s e r v e r s  or mere ly  been  invo lved  
on its fringe, 

A Dilemma between Planning and Reality 

If the  a ims of the  or ig ina l  in ten t ions  were  to be put  
in a f e w - - e x p o s t  i dea l - t i n t ed - -words ,  it could be 
said:  Rourke la  was  to be the  mode l  for c rea t ing  in 
a smoo th  and ef f ic ien t  way  the s tar t  for an indust r ia l  

* See Klaus R 6 h : "Rourkela als Testfall fiir die Errichtung yon 
Industrieprojekten in Hntwicklungsliindern" will be published by 
Verlag Weltarchiv GmbH. Hamburg. 

nuc leus .  In co-opera t ion  be tw e e n  the Indian author i -  
t ies and  p r i va t e  G e rma n  en terpr i se  s t e e lw orks  were  
to be buil t  which r ight  f rom the be g inn ing  woutd,  as 
na t iona l  p roper ty ,  be e xc lu s ive ly  or a lmos t  exclu-  
s i ve ly  be  ope ra ted  by  Indian exper ts ;  which wi th  the  
se t t ing  up of mos t  eff icient  and modern  p lan ts  would  
be able  to m e e t  an essen t i a l  part  of Ind ia ' s  s tee l  re- 
q u i r e m e n t s  and  thus  re l ieve  a vu lne r a b l e  par t  of the  
defici t  in the Indian  ba lance  of trade.  

However ,  the  facts  turned out  to be comple t e ly  dif- 
ferent .  Two of them were  s ignif icant :  the  t a rge t  of 
bu i ld ing  s t ee lworks  with a capacity of one mil l ion 
tons  of c rude  s tee l  (or 720,000 tons of rol led steel ,  
respec t ive iy)  was,  con t ra ry  to the plans,  no t  reached 
wi th in  three  and a half  ye a r s  but  on ly  af ter  f ive and 
a half;  bu i ld ing  cost  a moun te d  not  to DM 1,100 mil l ion 
but  may, in comparab le  i n v e s t m e n t  f igures,  h a v e  been  
a round  1,700 mill ion; and it has  to be t a k e n  into 
accoun t  tha t  total  inves tmen t s ,  e x t e n d i n g  to all by-  
p ro jec t s  (such as ore-mines,  worke r s '  h o u s i n g  etc.) 
which were  not  included in the  original  plans,  reached  
n e a r l y  DM 2,000 million. 

Difficulties during the Construction 
and Running.in Period 

It -would go too far to descr ibe here  all the  i nnumer -  
able obs tac les  and difficult ies imped ing  the  cons t ruc-  
t ion work.  At  t imes they  were  so grea t  tha t  the Ger- 
man  exper t s  had  ser ious  doubts  w h e t h e r  the  pro jec t  
could be b rough t  to a sa t i s fac tory  complet ion.  
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