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works.  But it may be o[ in teres t  to look at the way  
how co-operat ion be tween India and its foreign 
par tners  has shaped. Such a comparison would  un- 
doubtedly  be of very  great  use indeed. But he re  it 
cannot  be at tempted,  if for no other  reason than lack 
of documentat ion.  It s e e m s - - a n d  this can only be in- 
dicated with c a u t i o n ~ t h a t  in Bhilai and Durgapur 
the foreign par tners  were  from the ve ry  beginning  
given a grea ter  say in the set t ing up and running 
of the projects  than it was the case at Rourke la - - a  
t rend which found concrete  express ion  for ins tance  
in the appointment  of an Engl ishman as director-  
genera l  at Durgapur. It must  be left open, however ,  
how far this apparent ly  wider  sphere  of in f luence  
of the  foreign par tners  has in fact led to be t t e r  co- 
operat ion and bet ter  economic long-term results.  

A Round-About Way to Success 
The Rourkela tes t  case, therefore,  p resen ts  the pic- 
ture  of a project  the realisat ion of which was endan-  

gered  hut not f rus t ra ted by numerous obstacles. 
Evident ly  eve ry  difficulty acted as a lever on all 
par t ic ipants  to work out and accept  new solutions 
in an enterpr ise  in which they  had all become in- 
volved.  Given different  c ircumstances,  some of these 
cost ly  and t ime-consuming detours  could, it is true, 
have been avoided. The case of Rourkela thus makes 
it c lear  how essentiaI  it is to find a form of efficient 
co-operat ion be tween  a heIping industr ial ised country 
and an emergent  deve loping  country.  It must be a 
type of co-operat ion that  meets  the object ive needs  
of such a projec t  and, at the same time, while mak- 
ing maximum use of the resources  of the developing 
country,  takes into account  its poli t ical  and national 
condit ions.  Furthermore,  Rourkela shows what  a de- 
c i s ive  role the Government  of the industr ial ised coun- 
t ry can play towards  the success  of an undertaking 
which was originally launched s inglehanded by its 
pr iva te  enterprises .  It demonstra tes ,  too, how cau- 
t iously a Government  must  proceed.  

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

World Business Trends 

United States: Continuing 

During the last months  the speed 
of economic growth  in the United 
States should have  Mowed down 
but slightly. Al though in the auto- 
mot ive  indust ry  output  has been  
reduced  the o ther  impor tant  indus- 
trial branches exper ienced  a vig- 
orous boom. The unbroken  force of 
demand factors points  at a con- 
t inuat ion of the economic expan- 
sion at the present  speed.  Above  
all public expendi tu re  on goods 
and services  as well  as capital ex- 
pend i tu re  of the economy will con- 
t inue growing as much as hi ther-  
to during the next  months.  Also 
for the future it should be possible  
to cover  the v igorous ly  increas-  
ing all-out demand without  too 
many  tensions.  The recen t ly  some- 
wha t  more p ronounced  upward  
t rend  in prices will hard ly  accel- 
erate.  Taking one thing with an- 
o ther  in 1966 there can be antici- 
pa ted  an increase of the gross 
nat ional  product  which, by 5 to 
5 . 5 %  is similarly high as the one 
in 1965. 

The pr ivate  housholds '  propensi-  
ty to purchase more  is continuing. 
The buyers '  r e se rve  as regards 
motorcar  purchases is no contra- 
dic tory evidence  s ince  it is a re- 

Economic Growth 

suit of special  deve lopments  (more 
expens ive  ins ta lment  credits ,  dis- 
cussion of addit ional  safety de- 
vices). It is true, though, that  at 
p resen t  consumpt ion  expendi tures  
are rising somewha t  less than in- 
comes, for in the beginning of the 
year  pr iva te  households  responded 
to the increase  of social contribu- 
tions and taxes  with a low rate of 
saving. During the last months,  
however ,  the saving ratio should 
have  grown again leading to a 
s lower  increase  in consumption.  
The ad jus tment  having come to 
an end the expendi tu re  of pr ivate  
households  will again rise con- 
tinuously. 

The necess i ty  of expanding  pro- 
duction capacit ies,  fogether  with 
rising profits and a posi t ive  judge- 
ment  as to the business trend, has  
caused the enterpr ises  to ex tend 
their inves tment  programmes  once 
more. Whi le  at first they  had in- 
tended to increase  their  expendi-  
ture on new plant and equipment  
by 80/0 from 1965 to 1966, now 
according to the most  recent  in- 
quiry they  are planning to expand 
their  capital  expendi ture  by 17 "/0. 
This new expansion of their  in- 
ves tment  p rogrammes  would prob- 

ably have  been even  greater  if 
some corporat ions  had not post- 
poned, owing to government  inter- 
vention,  part  of their  planned in- 
ves tments .  Above  all the mechani- 
cal engineer ing and transport  in- 
dustries (excluding motor  vehicles) 
are p lanning a considerable  in- 
crease of their  f ixed investments .  
In the steel, non-ferrous metal, 
and automotive industries,  on the 
other  hand, the propens i ty  to in- 
ves t  has decl ined during the last 
months.  

By public authorit ies,  vigorous 
influences of expans ion  will be 
created also in the further  course 
of the current  year.  Defence ex- 
penditure,  for instance,  should not 
- - a s  originally p l anned - - r ema in  
limited to its p resen t  volume. After  
an increase  by $ 3,000 million in 
the first quar ter  of 1966--the an- 
nual growth rate  adjusted for 
seasonal  va r i a t ion - - inc reases  of 
$ 2,000 million for each of the fol- 
lowing quar ters  are being antic- 
ipated. However ,  a balancing by 
cutting down expendi tu re  on civil 
purposes is impossible  because  
otherwise  objec t ives  aimed at by 
the "Great Society" programme 
would have  to be given up. In an 
election year  the  Government  also 
refuses tax increases  that  might 
lead to a drast ic  reduct ion of pri- 
vate demand. 
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In April, 1966, the level of whole-  
sale prices of all goods surpassed  
the previous  year ' s  level by 3.7 ~ 
after the growth  rates had been  
3 .9% in the first quarter  of 1966 
and 2 . 9 0  in the fourth quar ter  of 
1965. The recent  s lowing down of 
the price increase  is a resul t  of 
cheaper farming products  and in- 
dustr ial ly p rocessed  foods. In con- 
trast to that  the price increase  of 
industrial  goods, that  are more  de- 
pendent  on the business trend, has 
accelerated.  Here  the increase  in 
price amounted to 2 .2% in April  
as compared wi th  1.9 ~ and 1.5 ~ 
respect ively ,  in the first quar te r  
of 1966 and the last one of 1965 
(always vis-&-vis the previous  
year ' s  cor responding  level), The 
pr ice  increase was  most p ronounced  
in the case of industrial  raw mate-  
rials and semi-f inished manufac-  
tures, whi le  as regards  f inished 
capital goods and consumer goods 
it was compara t ive ly  limited. 

Raw Material Markets 

S t a b l e  W o o l  Prices 

Also in the second half of the cur- 
rent  season 1965/66 wool  prices 
continued to increase.  Only at the 
end of J anua ry  a t emporary  sl ight 
price decline could be regis tered.  
For two months  wool  prices have  
remained unchanged at 121 d/tb 
for 64' wooltops.  However ,  this 
does not jus t i fy  the conclusion 
that  there  is a general  s tagnat ion 
in the wool markets ,  for the price-  
raising factors might prevai l  at any 
t ime again. This applies above nil 
to types  of h igher  qual i ty  whose  
supply has become short  due to the 
drought  in Australia.  For low qual- 

The ba lance  of payments  deficit  
has increased  again in the first 
quar ter  of 1966. It amounted  to 
S 2,300 mi l l ion- -annua l  rate  ad- 
jus ted  for seasonal  v a r i a t i o n - - a s  
compared  wi th  $ 1,500 mill ion in 
the last quar ter  of 1965. In the 
main, this new de ter iora t ion  of the 
balance of payments  s i tuat ion is 
a result  of the growing expend i tu re  
on mil i tary and economic aid meas-  
ures in Vietnam.  Besides, the con- 
tr ibution of commodi ty  t rade  to the 
cover ing of the deficit  s temming 
from the balance of capital  trans- 
act ions is cont inuously  decreasing.  
Due to the favourable  domest ic  
business t rend imports  are growing 
s t rongly while on the other  hand 
exports  are  rising but s l ight ly as 
indust ry  can sell  its products  
easily at rising prices in the do- 
mestic market .  Under  these  condi- 
t ions the balance  of payments  de- 
ficit this year  should be larger 
than in the preceding  year.  

ity wool, however ,  h igher  prices 
are not  to be ant ic ipated as these  
variet ies  are easi ly available.  

Accord ing  to latest  es t imates  
this season 's  total wool product ion  
at 3,245 million lb (cleaned) wilt 
be smaller  by 1.8~ than in the 
previous  season (3,304 million lb). 
The reduct ion of the Aust ra l ian  
wool output  by 9.3 % will thus to 
a large par t  be balanced by  h igher  
product ion in New Zealand, South 
Africa, and the Soviet  Union. In- 
cluding the stocks of 157 million lb 
available in the producer  countr ies  
the wool supply  of the season 1965/ 

1966 will  be 3,402 million lb, i.e. 
47 million lb less than in the sea-  
son 1964/65. Wool  consumption has  
deve loped  more  favourably  than 
expected .  In 1965 in the W es t e rn  
wor ld  alone it increased by 2 0  
as compared  with the previous  
year  and there  has been  a r is ing 
t rend during the last th ree  quar- 
ters. In 1965, above  all the United 
States and Japan  regis tered  a con- 
s iderabIe rise in consumption,  
whi le  in Britain and some o the r  
W e s t  European countr ies  wool pro-  
cess ing was declining. 

During the next  months  wool  
pr ices  should ra ther  tend to in- 
crease  somewha t  due to the  supply-  
demand situation. The Austra l ian 
breeders  in spite of modern  meth-  
ods will require  about  two to th ree  
years  for the replenishing  of their  
dec imated  flocks. Al though in o the r  
producer  countr ies  larger output  is  
thought  possible,  a reliable fore-  
cast  cannot  be made  as to w h e t h e r  
the Aust ra l ian  product ion losses  
will be fully balanced in the com- 
ing season  already.  Moreover ,  the  
firm pr ice  t rend is being favoured 
by  the fact that  wool  stocks of 
process ing  industr ies  above all in 
Europe have  decl ined to a com- 
pa ra t ive ly  low level. A further  re- 
duction of these stocks would have  
to be ant icipated only if the pro-  
cess ing industr ies  refused part  of 
the Aust ra l ian  wool  as unsui tab le  
due to its lower  quality. The con-  
sumption of wool  should rise again 
somewhat  during the current  year. 
According  to data avai lable in the  
eight most  important  consumer  
countries,  in the first quar ter  of 
1966--adjusted for seasonal  varia-  
t i o n - a b o u t  1 %  more wool  has. 
been processed  than in the last. 
quar ter  of 1965. 

I n d e x  N u m b e r s  of  W o r l d  M a r k e t  P r i c e s  of  F o o d s t u f f s  a n d  I n d u s t r i a l  R a w  M a t e r i a l s  

Index and commodity group 

HWWA-Index 1 {1952--1956 = 1001 .,. 
Foodstuffs . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Raw materials other than foodstuffs .. 
Fuels . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Raw materials for consumer goods . 

Raw materials for capital goods . . . . .  
Reuter's Index (Sep. 18, 1931 = 100} .. 
Moody's Index (Dec. 31, 1931 = 1OO} .. 

i965 [ 1966 

June 

95.2 
84,7 

100.3 
95,4 
90.1 

112. i 
45l .4 
387.3 

September December i March 

99.0 

85.2 
105.1 
95,6 
94.5 

121.9 
469.fi 
402.8 

94.8 96.4 

84.6 86,9 
99.7 101.0 
95.4 95.6 
91,3 90.9 

109.6 113.3 
448.5 457,5 
333.8 407.2 

June 

98.2 
84.3 

102,0 
95.7 
96.2 

I12,7 
463.1 
402,8 

17.6. 

96.4 

85.0 
101.9 
95.7 
96.t 

112.5 
459.3 
401.l 

1.7. 

96.0 

85.6 
101,1 
95.7 
96.3 

I10-1 
465.3 

402.2 

Index compiled by the Hamburg Institute for International Economics. 
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