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New Inland Waterway Benefits Port of Hamburg 
By Dr Heinz Durgeloh, Hamburg 

T he deciding factor for any extens ion  to a sys tem 
of wate rways  is not the geographical  def ic iency of 

such a network,  which may  be considerable  w h e n  
comparisons are made wi th  the dens i ty  of a rail net-  
w o r k - - b u t  ra ther  the economic s ignif icance of invest-  
ment  in communications.  Contrary  to o ther  types  of 
t ransport ,  a w a t e rway  can only be uti l ised to the  full 
if there  is a dens i ty  of t ransports  on long-range traffic 
routes.  The flow of goods necessa ry  to support  these  
routes  means that  there  has to be an uneven  distribu- 
t ion of supply and demand in the area and, s ince in- 
land shipping is mainly concerned  wi th  t ranspor t ing  
goods in bulk, its sphere  of operat ion is concen t ra ted  
in heav i ly  industr ial ised zones. In terms of the Fed- 
eral Republic, this means that  connect ions  be tween  
industr ial  c e n t r e s - - o f  which the  Rhine-Ruhr area is 
the l a rge s t - - a r e  the only factors which de te rmine  the 
use of shipping. 

It is at these focal points  that  dens i ty  of t ranspor ts  is 
greatest .  Next  in the scale come communicat ions  wi th  
e the r  agglomerat ions,  including overseas  ports. Only  
thereaf te r  come communicat ions  from the nuclei  to 
per iphera l  points  and, finally, t rade b e t w e e n  the 
var ious  per iphera l  areas.  However ,  cons idered  from 
an economic aspect,  inland shipping cannot  cope as 
w e l l - - l e t  alone b e t t e r - - t h a n  o ther  modes of t ranspor t  
wi th  the flow of goods caused by  the uneven  distribu- 
t ion of supply and demand,  for the high inves tment  
costs  of shipping containers  and wa te rways  and the 
consequent ly  high f ixed-cost  charges make it impera-  
t ive  that  this traffic should  be on a ve ry  large scale. 
The costs of loading and unloading, which are normal-  
ly  h igher  than those for rail t ransport ,  mean  that  
longer  routes are essential .  

Investment Criteria for Waterways 

If the flow of goods in W e s t  Germany is s tudied wi th  
this in mind, it becomes  apparent  that  a l though the 
dens i ty  of communicat ions  exists in the agglomera-  
tions, t ranspor t  dis tances  are normal ly  too short.  Pot  
this reason, traffic be tween  focal points and traffic 
b e t w e e n  the nucleus  and per iphera l  concent ra t ions  
offers more  scope for the use of inland waterways .  A 
ne twork  of canals  based  upon these  communicat ion 

lines, where  the separa te  s tretches are compatible with 
more  than one function, can  wi ths tand  both  economic 

inves t iga t ion  and inves t iga t ion  of its own profitabili ty.  

From the economic aspect ,  the cri terion for evaluat-  

ing inves tment  in the construct ion of new com- 

munica t ion  routes must  be whe the r  overall  economic 
product iv i ty  is inc reased  by inves t ing  in such routes 

or whe the r  p roduc t iv i ty  increases  more when  a cor- 

r e spond ing  inves tment  is made in a d i f ferent  sector  of  
the e c o n o m y - - f o r  instance,  a d i f ferent  me thod  of 
t ransport .  There  is a lways  an increase  in p roduc t iv i ty  
w h e n  a cer ta in  p r o d u c t - - p e r h a p s  a carr ier  s e r v i c e - -  
can be opera ted  after the  p lanned  inves tmen t  has  b e e n  
made at a lower cost to the economy than was pos- 

sible without  such inves tment .  

The indica tor  for a n y  increase  in p roduc t iv i ty  is the  
compar ison  of costs  which must  be made  for both 
these  a l t e rna t ive  compet i t ive  methods  of forwarding 
bulk goods.  Such a compar ison must  take  into account  
for each me thod  the  "economic"  cost  of supply-  
ing the  t ranspor t  service,  i.e. the amount  of "work-  
ing costs" to be a l located to the  means  of t ranspor t  
and the  "external"  route  costs incurred  by  those  re- 
spons ib le  for such routes,  insofar as these  apply  to the  
t ranspor t  service  under  considerat ion,  i.e. are caused  
by  this service.  In making  this economic  com- 
parison,  the  only  mat te r  of in teres t  is the  overal l  eco-  
nomic effect of an i n v e s t m e n t  upon product iv i ty .  

Decisions about  such inves tment  must  also depend  
upon whether ,  and to wha t  extent ,  an inc reased  y ie ld  
is to be expected.  Such a prognosis  can on ly  be made  
by  compar ing  the economic costs  of t r anspor t  se rv ice  
in the re la t ionship  under  invest igat ion.  Cons idered  
thus, n e w  i nves tmen t  in a shipping route  can be eco- 
nomica l ly  p roduc t ive  even  if a compet i t ive  carr ier  
(the rai lway,  for instance) d isposes  of sufficient  al ter-  
nat ive  capaci ty.  In comparing costs,  however ,  loss of 
p roduc t iv i ty  to the exis t ing me thod  of t ranspor t  due  
to e i ther  of the causes  s ta ted be low must  be set  
against  the new inves tment :  

a) if that  part  of the inves ted  capital  which has not  
ye t  been  deprec ia ted  becomes va lue less  because  
there  is no fur ther  demand for its serv ices ;  or 

b} if insuff icient  use is now made  of avai lable  capac- 
i ty so that  f ixed costs cannot  be cove red  at tariff  
ra tes  which are held  down by  competi t ion.  

~vVaterway services  become economic  w h e n  the in- 
come der ived  fully compensa tes  for the eco- 
nomic expendi tu re  incurred. This means  that  in ad-  
dit ion to cover ing out of pocket expenses  for main-  
tenance  and operat ion,  a proper  amount  is also coming 
in for renewal  of capital. On the o ther  hand,  there  are  
basic reasons  w h y  the inves ted  capi tal  should  not be  
amor t i sed  because  this would mean,  in the  long term, 
that  the users  of the canal would become  its owners .  
In addition, in teres t  would cease to fulfil its funct ion 
of regulat ing capital, a l though this is essent ia l  for the  
co-ordinat ion of traffic. 

An artificial w a t e rw ay  can be used  in re turn  for a 
p rev ious ly  es tabl ished fee, the amount  of which does  
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not  depend  on the  dens i t y  of traffic. If dues  are kep t  

a t  the  same  level ,  to ta l  t ak ings  are d e p e n d e n t  on ly  

upon  the d en s i t y  of traff ic and  the  cana l  ope ra t ion  

becomes  eco n o m ic  w h e n  such t ak ings  cover  total  

costs .  W i t h  the  cons ide rab l e  m i n i m u m  capac i ty  a nd  
deve lop ing  traffic func t ions  of a new  cana l  it is qui te  

poss ib le  tha t  init ial ly,  e v e n  if its u s e  is free of charge,  
full capac i ty  will  no t  be  ach ieved  and  tha t  the canal  will  

be unab le  to func t ion  e c o n o m i c a l l y  on the  bas is  of a n y  

feasible  charge.  If dues  are  e s t ab l i shed  on the  bas i s  of 

a v e r a g e  costs  w h e n  the  cana l  is work ing  to capac i ty ,  
it is possible ,  in s o m e  cases ,  to ach ieve  economic  
work ing  by  m e a n s  of su i t ab le  subs id i a ry  effects. Eve n  

if this  is not  the  case,  c ana l s  m a y  be  jus t i f ied  in work-  
ing  at a loss w h e r e  i nc r ea s ing  economic  g rowth  m e a n s  
tha t  the  n e c e s s a r y  d e n s i t y  of traffic will be reached  

wi th in  a fo reseeab le  period.  

Th e  re la t ive ly  eas i ly  ca l cu la t ed  cr i te r ion  of economic  
opera t ion  p l ays  an  i m p o r t a n t  role in p r e s e n t - d a y  t r ans -  

port  policy.  The  las t  few yea r s  h a v e  offered a p l e tho ra  
of ex am p le s  and  the  r e su l t s  of d i s cus s ions  on t r an spo r t  
po l icy  h a v e  r e s u l t e d - - i n t e r  a l i a - - i n  a cons t ruc t ion  
p r o g r a m m e  which  e m b r a c e s  the  Nordsf idkanal .  I nves t -  

m e n t  cost  e s t ima tes ,  which  are  the  bas is  for economic  
eva lua t ion ,  h a v e  b e e n  m a d e  more  t h a n  once  and  the i r  
r e s u l t s - - w h i c h  are  impor t an t  not  leas t  for the  local-  

i t ies s i tua ted  on the  c a n a l - - c a n  g ive  cons ide rab le  sup-  
por t  to our  r emarks .  ~ So the  dec is ive  factor  for the  
e x t e n t  of publ ic  i n v e s t m e n t  in c o m m u n i c a t i o n s  is not  

on ly  the  des i re  for an  eff ic ient  canal ;  the  economic  
a d v a n t a g e s  of a n e w  combina t i on  of p roduc t ion  fac tors  

are  also impor tan t .  

The Role in Communications of the North-South Canal 

If we re la te  the  a b o v e  out l ine  to the  w a t e r w a y s  of 
W e s t  Ge rm an y ,  it c an  be  s een  tha t  the  ex i s t ing  net-  

w o r k - - i n  real i ty ,  it is less  a n e t w o r k  t han  a l i nk ing  
up  of l a rge  r i v e r s - - c a n n o t  comple t e ly  fulfil all t he  
func t ions  r equ i r ed  of it. Ro t t e rdam is connec t ed  wi th  

the  W e s t  G e r m a n  indus t r ia l  a rea  by  the  mos t  im- 
po r t an t  w a t e r w a y  in W e s t e r n  E u r o p e - - t h e  Rhine.  
Emden  is c o n n e c t e d  wi th  the  Eas te rn  Ruhr  by  the  
Dor tm u n d -Em s  Canal .  The  cana l i sa t ion  of the  W e s e r  
f rom the  Mid land  Cana l  as far as  Bremen has  b e e n  

completed .  On ly  H a m b u r g  and  the  Baltic por t  of 
Lfibeck h a v e  no eff ic ient  connec t ion  wi th  the W e s t e r n  

G e r m a n  canal  s y s t e m .  

As  soon  as such a connec t ion  ha s  been  rea l i sed  all 

impor tan t  traffic r e q u i r e m e n t s  in the  W e s t  G e r m a n  
a rea  will be m e t  b y  artificial  or na tu ra l  in land wa te r -  
ways .  P lans  w e r e  d r a w n  up yea r s  ago  to g ive  the  
Port  of H a m b u r g  a more  a t t rac t ive  w a t e r w a y  for a 
be t t e r  d e v e l o p m e n t  of its h in ter land .  The  fact tha t  the  

Cent ra l  Elbe w a s  connec ted  to the  Midland  Cana l  
s ho ws  tha t  the i m p r o v e m e n t  of the  former  also p l a y e d  
a role in these  p lans .  However ,  the  de tour  which this  
route  would  enta i l  is  so long tha t  e v e n  if it cut ou t  the  

1 On this subject, see articles published by the Institut ffir Ver- 
kehrswirtsdlaft, University of Miinster, in particular R. F u n c k ; 
H. D u r g e 1 o h , "Die volkswirtsdaaftliche Beurteitung des Baues 
k~nstlid~er Wasserstragen--insbesondere des Nordsfidkanals" (An 
economic Evaluation of the Construction of Artificial ~Vaterways 
--in particular the North-South Canal), Vol. 27 of the series, 
G6ttin~en 1962. 
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cons ide rab le  obs tac les  to sh ipp ing  on the  Central  Elbe, 
h igh  t r anspor t  cos ts  would  be  insuperab le  vis-A-vis a 
shor te r  and  m o r e  direct  route,  and  p lans  to cons t ruc t  a 
n e w  canal  f inal ly  h a r d e n e d  into the  Nordsf idkanal  pro- 
ject.  The  a d v a n t a g e  of this  p ro jec t  is tha t  it combines  

th ree  c o m m u n i c a t i o n  func t ions :  
Q the func t ions  of an Elbe la tera l  canal;  

a connec t ive  func t ion  for the Lower  S a x o n y  indus-  

trial region;  
a connec t ive  func t ion  wi th  the Rh ine / I~es tpha l i a  

indus t r ia l  region.  

The re  are  m a n y  def ic iencies  in c ommun ic a t i ons  be- 

tw e e n  the  por t s  at the  m o u t h  of the  Elbe, H a m b u r g  and  
Lf ibeck--v ia  the  Elbe-Lfibeck Canal ,  which w a s  con- 
s t ruc ted  at the  tu rn  of the  c e n t u r y - - w i t h  the i r  h in ter -  
land. Ignor ing  the poli t ical  divis ion,  there  is still  a 

qui te  cons ide rab le  def ic iency  which a lw a ys  works  to 
the d i s a d v a n t a g e  of the  locat ion:  the  v e r y  f r equen t  
acu te ly  low level  of wa te r  in the  Centra l  Elhe. To 

cons t ruc t  an  artificial w a t e r w a y  me re ly  b e c a u s e  of 
this  poli t ical  d iv is ion  is an  e x a m p l e  of the  sho r t - t e rm 
p l a n n i n g  of long- te rm projects .  Natura l ly ,  af ter  re- 
un i f ica t ion  the  s ign i f icance  of such a cana l  would  
inc rease  from the  c o m m u n i c a t i o n s  aspect.  For the  t ime 

be ing  it is imposs ib le  to o v e r c o m e  the  difficult ies in 
the  w a y  of e l imina t ing  the p rob l e m of the  low water -  
level,  Bu t - - i f  we accept  the  e s t ima tes  of the  hydro-  

t e c h n o l o g i s t s - - e v e n  should  this  be c ome  feasible  at a 
la ter  date, cos t ings  show tha t  it wou ld  still be  be t t e r  

to cons t ruc t  a canal .  
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In former  years ,  H a m b u r g ' s  h i n t e r l a n d  was de t e rmined  
by  the  Elbe and  the  w a t e r w a y s  in Cent ra l  and  Eas te rn  
G e r m a n y  wi th  which it was  connec ted .  Stat is t ics  show 
tha t  before  pol i t ica l  d iv i s ion  took  place,  more  t h a n  
hal f  the  goods t r ans - sh ipped  in H am bur g  were  t rans-  
po r t ed  v ia  the  Elbe w a t e r w a y s  in  t rade  wi th  the  
h in te r land .  Even  if this  h i n t e r l a n d  had  remained ,  the re  
would  still h a v e  b e e n  some pos t -war  shifts in  the  f low 
of goods, for e v e n  in l and  sh ipping  has  b e e n  ra t ion-  
a l i sed  and  the  t e n d e n c y  towards  l a rger  motor i sed  
ships and  all t hose  o t h e r  deve l opm en t s  which a re  
typ ica l  of cu r ren t  p r o d u c t i o n  also app ly  to m o d e r n  
in land  shipping.  Thus  the  ques t ion  of r egu la t ing  the  
Cent ra l  Elbe would sti l l  h a v e  had  to be so lved  in the  
long term. Over  the  l a s t  h u n d r e d  years  works  under -  
t a k e n  to achieve b e t t e r  r i v e r  r egu la t ion  h a v e  improved  
the  w a t e r w a y  cons iderab ly ,  bu t  i t  is b y  no means  ade- 
qua t e  to sa t is fy  the  p r e s en t - day  r equ i r emen t s  of mod- 
e rn  shipping.  

On the  o the r  hand,  the  new canal  fulfils all the re- 
qu i rement s  w i thou t  which  it is imposs ib le  for p resen t -  
day  in land  sh ipp ing  to become  an  eff icient  means  of 
t ranspor t .  In commun i ca t i ons  wi th  the  W e s t  i t  short -  
ens  t r anspor t  d i s tances  and  c i rcula t ion;  i t  thus  makes  
a con t r ibu t ion  to d e c r e a s i n g  r u n n i n g  costs, dues  and  
charges.  The  Elbe is st i l l  t he re  as an  addi t iona l  water -  
way.  In t imes of suff ic ient  flow of wa te r  it can  be the  
r egu la to r  of compet i t ion .  The d i s tance  Ber l in /Hamburg  
is a somewha t  longer  s t re tch  (47 canal  ki lometers) ,  the  

k i lomete r  d i s a d v a n t a g e  wil l  be  ba l anced  by  the  Nord-  
sf idkanal ' s  cos~ advan tages .  

The importance of the Canal in Encouraging Industry 

V, Zhen the Nords i idkana I  is built ,  the  indus t r ia l  r eg ion  
of B r a u n s c h w e i g / H a n n o v e r  wil l  ga in  an  ef f ic ient  
w a t e r w a y  to the  seapor t s  and  the  canal  -*'ill thus  ful- 
fil a second  i m p o r t a n t  c o m m u n i c a t i o n  funct ion.  Ham-  
bu rg  and  L/ibeck, on the  o the r  hand ,  wil l  f ind t h a t  
the i r  t r an s - sh ipmen t  facil i t ies will  ga in  in a t t r ac t i on  
for a reg ion  which,  compared  wi th  the  R u h r - - p a r t i c -  
u la r ly  because  of its pol i t ical  d i v i s i o n - - h a s  to accep t  
ce r t a in  ( locat ional)  d i sadvan tages .  The  r e a s o n  w h y  the  
cana l  can  on ly  in the  long  t e rm  en t e r  fully in to  its 
func t ions  is b e c a u s e  of the  g rowth  po ten t i a l  of the  
Lower  S a x o n y  region.  Cer t a in  c o n v e r s i o n  p rocesses  
in  m a n u f a c t u r i n g  techniques  lead us to be l i eve  t h a t  
the  impor t ance  of sea  por ts  for the  inf low a n d  out-  
f low of goods is growing.  Addi t iona l ly ,  t he  cana l  can  
m a k e  a con t r i bu t i on  to the  indus t r i a l  d e v e l o p m e n t  
of the  reg ion  and  this, in  turn,  will  r eac t  pos i t i ve ly  
upon  the  d e m a n d  for t r ans - sh ipmen t  services .  

W e  mus t  no t  forget  tha t  the  indus t r i a l  a r ea  of t he  
B r a u n s c h w e i g / H a n n o v e r  r eg ion  ha s  a p e r i p h e r a l  nu-  
cleus of h e a v y  indus t ry  and  t h a t  t he  f low of goods  
from this  cent re ,  w i th  its fo rward  pos i t ion  vis-~-vi 's 
t he  Ruhr, will  h a v e  a dec i s ive  in f luence  no t  l eas t  upon  
the  d e m a n d  for t ranspor t .  Besides potash ,  the  goods  
t r ad i t iona l ly  ca r r ied  by  in land  w a t e r w a y  to the  Elbe  
seapor t s  a re  p roduc t s  of non-meta l l i c  mine ra l s  indus t ry ,  
sa l ts  and  p roduc t s  of the  h e a v y  indus t ry  in  the  H a n n o v e r ,  
Hi ldeshe im and  Braunschweig  regions ,  whi l s t  fodder,  
fuels and  indus t r ia l  r aw mate r i a l s  shou ld  be  on  the  re- 
ce iv ing  end. These  loads will  no t  m e a n  t ha t  the  cana l  
is work ing  to capaci ty ,  bu t  the  new  rou te  wil l  be  of 
the  greatesL impor t ance  in he lp ing  to open  up t he  
h i n t e r l a n d  of the  Port  of H a m b u r g  to traffic and  thus  
in improv ing  its loca t iona l  posi t ion.  

An  efficient mode  of communica t i on  b e t w e e n  the  por ts  
at  the  mouth  of the  Hlbe and  the  Ruhr  will  e l imina te  
one of the  loca t iona l  d i s advan t ages  for these  p o r t s - -  
which is pa r t i cu la r ly  ser ious for H a m b u r g  and  those  
por ts  wi th  a s imiIar  geograph ica l  pos i t ion  as long  as 
G e r m a n y  is po l i t i ca l ly  divided.  Because  of the  Rhine,  
the  Rhine /Ruhr  indus t ry  looks  m a i n l y  to Bene lux  
ports---  to the  d i smay  of the  G e r m a n  Nor th  Sea ports.  
tn  order  to s ta r t  off on equal  condi t ions  i t  wou ld  be  
neces sa ry  to ex t end  the i r  "ca tchment  area" .  This  
ce r t a in ly  does no t  m e a n  re loca t ing  large  quan t i t i e s  
of t ranspor t .  If impor tan t  indus t r ia l  a reas  in  G e r m a n y  
could make  use  of por ts  at  the  m o u t h  of the  Elbe on  
r easonab le  terms, this  would  ce r t a in ly  m a k e  for a more  
s table  leve l  of t r ans sh ipmen t  bus iness .  Coal  wil l  be  
the  most  impor tan t  s eaward - t r ave l l i ng  item. The traff ic  
to the  Ruhr  wil l  deal  ma in ly  w i t h  the  dispatch from 
seapor ts  of impor ted  indust r ia l  r aw mater ia ls ,  food- 
stuffs and manufac tu r ed  goods and  the  dispatch of 
p rocessed  agr icu l tura l  products  from Schleswig-Hol-  
stein. Since these  goods are sh ipped  only  in smal l  
loads, in land  wa te rways  will be of on ly  minor  impor-  
tance  for the i r  t ranspor t .  The pos i t ion  will  be  d i f fe rent  
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for t imber,  grain, petro-d~emical products  and, pos- 
sibly, for iron ores, s ince with the new route  the 
lop-sided dependence  of the Ruhr upon the Benelux 
ports  could be broken down, to the advan tage  of the  
ports  at the  mouth  of the Elbe. This would  mean  
that  Hamburg  would no longer  be left in its p re sen t  
peripheral position. 

It is not  for us to say  wha t  quanti t ies  of goods will 
be t r anspor ted  by  the new canal  or w h e n  the new 

canal will be able to zssume a fully economic func- 

tion. Detai led s t u d i e s - - _  ~ which the  author has col- 

i a b o r a t e d - - h a v e  alread= been made  of these  points.  
But the inclusion of th~ yroject  in the plan to ex tend  

Nor th  W e s t  G e r m a n y s  canal sys tem points  up the 

u rgency  of ex tend ing  -.he communicat ion network.  
This means  that  the c:_~petitiveness of the  Port  of 

Hamburg  vis-~-vis the Nort~h-West European seapor ts  

wilt be grea t ly  increas='d. 

World Business Trends 

Department for Business Trends Research, 
The Hamburg Institute for International Economics 

Investment in West Europe Increasing only Slowly 

I t the g rowth  of the W e s t  Euro- 
pean na t ional  product  in the  cur- 

ren t  yea r  can  be es t imated  at  ap- 
prox.  3,5 ~ at cons tant  pr ices  ac- 
cording to the  p resen t  data, this 
means  a fur ther  sl ight decrease  of 
the g rowth  rate  as compared  with 
the p rev ious  year .  Thus former  ex- 
pec ta t ions  were  disappointed,  which 
were  ra ther  ant ic ipat ing a sl ight  
accelerat ion.  Regional ly  seen  the  
decis ive  factor  for this were  the 
distinct  re ta rd ing  forces  not  ex- 
pec ted  in the i r  s t rength  in the 
Federal  Republic  of Germany  and 
the  Uni ted  Kingdom. From another  
point  of view, name ly  seen  from 
expendi ture ,  inves tment  p roves  ob- 
v ious ly  to be a re la t ive ly  weak  
point. 

Granted,  especia l ly  this aggre- 
gate  shows par t icu lar ly  great  defi- 
c iencies  of shor t - te rm stat ist ical  re- 
g is t ra t ion in in terna t ional  compar-  
ison. But the  p r e sen t  es t imates  
make  suppose  that  inves tments  in 
W e s t  Europe will on ly  increase  to 
the same exent  as the nat ional  
product ,  that  is by approx.  3,5~ 
at cons tan t  p r i c e s - - s o m e w h a t  less 
than  in the p rev ious  year.  So the 
expans ive  forces expec t ed  because  
of a changing t endency  in this field 
h a v e  not  mater ia l ised.  Here  com- 
p le te ly  different  s ingle  factors act  
toge ther  which are not only  the 
result  of the regional  differentia- 
tion of the economic t rend in %Vest 
Europe, but also above  all of the 
different  mot ives  for pr iva te  and 
public investment .  

Among the  most  impor tant  W e s t  

European economies  the two big- 

gest, name ly  the Federal  Republic 

of Germany  and the Uni ted King- 

dom, at p resen t  are marked  by  a 

s t rong decl ine  of their  inves tment  

activity.  So in 1966 inves tment  in 

the  FR of Germany  will  g row l e s s  
than half  as rapidly  as in the pre-  

vious year.  Here  above all the de- 

cline is a result  of the  dec reased  

inves tmen t  p ropens i ty  of entre-  

preneurs .  This applies equal ly  to 

the Uni ted Kingdom, where  the 

total  inves tment  ac t iv i ty  in 1966 

will p robably  hard ly  exceed  the 

last  year ' s  volume, al tough the 

cor responding  expenses  of public 
industr ies  and services  are still 

constantly growing. 

With an estimated real growth of 

5 and 4 ~ respectively, in France 

and Italy the increase of invest- 

ments in the current year is greater. 

The expansion in this field in the 

two countries compared with the 

increases in total production, is 

still dull. But a deta i led  observa t ion  

gives an explanat ion.  Thus in 
France the acce lera t ion  of the in- 

ves tment  growth  in business  enter-  
prises, especia l ly  in pr ivate  ones, 
is really remarkable.  Simultaneous- 
ly, however ,  housing has brought  
dampening  influences.  Similar ten- 
dencies are p reva len t  in Italy, 
where  at the same time the annual  
result  of public inves tment  shows 
a downward  tendency.  

It is remarkable  that  the invest -  

ment  volume in Italy in the cur ren t  
year  is still by  10 % smal ler  than  

in 1963, whereas ,  the  nat ional  prod- 

uct has r isen by  more  than  1 1 %  
since then; consequent ly  the  over-  

all investment  ra te  fell f rom more  
than 24 % to 20 ~ of nat ional  out-  
put. In industry  alone the diver-  

gency be tween  inves tment  and pro- 

duction deve lopment  is ye t  more  

distinct; at any rate, total  equip- 

ment  inves tments  in 1966 are  sup- 
posed to remain be low the vo lume  
of 1963 by  even  more  than  2 0 % .  

On the one hand  this shows  how 
great  the unut i l ised capaci t ies  of 

the Italian economy were  at the 
beginning of the present expansion 

phase. On the other, profits and 

profit expectations--the latter per- 

haps due to anxieties concerning 

international policy--had been de- 

pressed so considerably that only 

a very effective improvement of 

the sales and profit situation may 

bring the investment propensity up 

to i[s former height. 

According to the  p resen t ly  re- 
cognisable tendencies  in the  yea r  

to come the different ia t ion of in- 
ves tment  ac t iv i ty  in the most  im- 
por tant  Wes t  European economies  

will still increase.  On the one  hand 
inves tment  in France and I taly is 

l ikely to increase  by 7 to 8~ in 
volume. Acce le ra t ion  will s tar t  in 
the pr iva te  field, where  improved  

income expec ta t ions  become effec- 
tive, as well  as in the public sector,  

whe re  the u rgency  of the so-cal led  
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