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General Business Conditions

Responding to an urgent Administration re-
quest, Congress last month moved siftly toward
rostoation o the investment, ta¥ crdit ust fiv
months aiter been, suspended thtough
Jamuary 1, 1565. The Admilstration i

Bilion of funds for highway. hulld-
mortgage purchases and ot

ings,
which had been held back since last December.

For its part, the Federal Reserve has reduced

e requifements. on savings deposita and
moved generally toward an easier money policy,
i contrast to tho Tather cautious steps in the
first two months of the year.

The marked shift toward stimulative policies
was taken in many quarters as evidence that the
cconomy was slowing down more rapi
the Administration an tary authorities
had earler anticipated. Secretary Fowler denied
this in testifying before the House Ways and
Means Committee. He insisted the decision to
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urge restoration of the tax credit w on
the belief that the suspension had Aunmplwllul
it nartow objective, naiely a slowdown in cope
ital investment. The 6 per cent. surtax would still
e oo b sa, by mext July 1
William McChesney Martin, Chairman of the
Federal Reserve Board Lock a similar view with
pec to the surtas, M. Mattn acknowledged,
Bowever,that the cconomy isslowing dow

Production Off Sharply

There is no doubt that the recent fiscal and
‘monetary moves from Washington will, in time,
help o spur the cconomy's growth raté. But in
the meantime signs o a further slowdown ¢
anth. Hard on the
o the niouns:
ment that the industral Sepuction index had
dropped o full ponta n February reflecting in
part ausially, sevfagweathar conditions, bu
Foore poriasily ofirls by manfacturers 10
bring production into line with sales. At the same
time, manufacturers’ shipments of durable goods
in February declined less than incoming orders,
which had edged down from the previous month.
As a result, the backlog of orders eased further
far, the drop in production evels bas bad
a nominal impact on employment. The unem-
ployment rate continued o hold at 3.7 per cent
in Februay, vitualy unchanged ines lae st
summer. has declined
per cent since September. et

]
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sharp
by

a rate less than half that of January.
The rather pronounced slowdown in economic
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growth, which many economists had not antici-
pated as recently as three months ago, has
caused some to revise downward their earlier,
rather optimistic, forecasts. Few, how

gone 5o far as to suggest an old &
The Administration view:

oning behind this out-
look is that capital investment will be buoyed by
restoration of tho tax credt, while an easier

stron;
in home construction. Furthermore, government.
expenditures will continue to rise sharply.

There is no doubt that restoration of the 7

tax credit will help to

and equipment outlays
dovelopments may be working in the opposite
directi disappointing performance of
corporate profits. that. seems-to_h
in the fst quarter i liely
pansive mood of some busin
Of greater importance is-tha new capaciy com-
ing on stream steadily in.the face of doclning
sales. This has lowered the capacity utilization
rate in manufacturing to about 87 pe cent from
90 per cent in the fourth quarter of last year,
making plant xpension in some ke I
urgent than it was a few months

espite pmduuu)n cutbacks in January,
manufacturers’ inventories grew a lttle faster
han they had the month before. Manuacturing
output was cut even more sharply in February
{not shown in chart at right), and the rate of
inventory growth was more than In auto-
mobiles, however, the sharp contractions in pro-
e only succeeded in holding inven-

dealer stocks amounted to roughly 65 days'
supply, well above the normal supply of about
45 days.

38

Revival in Consumer Spending?

The cautious attitude of the consumer, re-

lected in ai les, continues to hamper efforts
to adjust retail ingentoriesgenerally. Henvy
snowstorms in the Northeast during
before Easter cut sharply into the :md.u.muy
strong apparel sales. However, weather condi-
tions were only a partial explanation for the
sluggish performance of retail sales. Seaso
adpasted, clothing sales have been soften
mmer, as have those of appli-
ances, furoitute, carpeting, and other home
fumnishings.

For nearly a year now,  people have tended

0 defer new and replacement purchases of dur-
bl and et furaiie ‘oods and to make o
littlelonger w

d the reduced rates at which
houscholds were. ageumulating liquid assets
through most of 1966, Households lave aleo
been increasingly cautions about taking
ditional instalment dobt or expanding " their
charge account abligafions:

The rapid expansion of the money supply in

recent. months has been reflected in an upswing

consumer liquidity. the
initial effects of such a are
generally reflected firs n-

cial assets, but in time spread outward to dur.
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o goods sectors, partcularly sesdentia con-

abl
struction, and, with a somewhat longes
automobiles and appliances.

however, there are few signs of a
stantial pickup in_these

gttt

months, but whether thoy will match
the usual seasonal performance.

Monetary Developments

‘The tumabout in monetary policy dates from
W Soiors o e pucs of Federal Reserve
action in easing m itions quickened
Signifcantly last month. G fn reerve e
quirements on savings deposits supplied the
equivalent of about $850 million in funds to
expand deposits and credit.

‘The dinection of ciahawin the mupieciRly

d

oy plos dalig dega
docie s ' ol aem o6 7
per cont betwocn last A mber to

The rse in tame degieiia has bos
rapid; since Novesabar, total money stoc
grown al 2 billion, with time deposit

growth contributing nearly 75 per cent.

The increase in money supply has_been
paralleled, of course, by a mpul expansion of
total bank credit. Most o in credit
s beem chamneled into adtior v he bank
system’s holdings of investments—mainly Fed-

$ BILLIONS
28

Retail Sales

eral and municipal securities. The increase
total bank loans has slowed down in_recent
months, and declined in February. March lend-
ing was enlﬂl’(ed by loans to meet corporate
income tax pa

"The finaneing of corporate tax payments and
continut B trel of vt bave oo
contly tendad 89 somain business loan volume

certain ank loans,

notably consumer § 5 kgl ]
S sence: uexpustl 15 vl Sinta o
have declined. Furthermore, loan extensi

rrowers in_foo: metal mamtacturing
industries and in construction have
oo netivty

March. Rates on tax-exempt and short, medium,
and long-term U.S. Government securities all
declined substantially. Yields on corporate bonds
Held steady, owing to a record.vlume of new
issues. Late in March, most commercial banks
lowered the minimum lvusmzu lending rate to
8% per cent rom 5% per cen
R i <Ptk place oo«
broad front as April opened, a cut in the discount
rate was widely expected in the markct. In any
the Federal Reserve has already given a
Goas signal iy AR hcimia coninee cal
stimulative monetary policy.

Review of Corporate Profits in 1966

The more comprehensive corporate reports
becoming available over the past month indicate
that while total earnings climbed to a new record
last yoar, the improvement in proft margins
came to a hal

With ‘dditiona) reports bringing_the

mber ‘of companies 10 3,50 this Basks
tabulation shows aggregate aftertax profis of
$382 billon, an increse of 10 per cent from
1965, Amon manufacturers aloni, profits
9 per cent, 0 a total of $24.1 billion.

‘The increase in earnings was broadly shared
with nearly four out of every five companies
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reporting improved results. All but three out of
the total of 65 industry groups recorded higher

The overall improvement primarily refl
a hafry growth in sale voliss as chmmbing e
fense spending, coming on top of a capital
pending boom, boostad total demand. After the

st quarter, however, spreading weakness in
homebulding, autos, ang. household dursbles
an erosion of profits in the consumer

goods sectors that is still continuing.
Partly influenced by the shifting composition
of demand during the year, productivity growth

30




Net Income of Leading Corporations for the Years 1965 and 1966
(Dol Pieure in Thousds
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was below average in 1966. This, combined with  PER CENT
ssng wages and higher cota of materiale and

supplies, put increasing pressure i

The year brogremet. Seversl important atrikes,
noiably in the anine slectriel aquprnenty nd
chemical industries, also affected profits ad-
versely, particulary i the latter hal of 1966. 15

Moreover, higher Social Security taxes, together

TR

neroen on
T woerh
Pyt

the tremendous growth of capital investment,
were additional factors raising costs.

On the other hand, the high level of industrial  10f% 2t cotromuTe
activity permitted a firm price structure, a fac- | “ermsi.
fot partcalarly important for capitalintensive

industries such as potrleurs, copper,
b, ncuding
oo e nm.l bmhlmz matrile,wers by 3 R on suis

In k tios, 1966 was |
ane of the better years sinee the Koroan War. |

lated for all nonfinancial corporations reporting  * &7 49 51 33 55 37 59 61 43 65
dnl]nr in 1965 to 64 u:m.s last year. Increased =, fmm:el‘f‘:u"“"u: el

ed by net assets of $340 Mar nllflr!unh Sales and
hxllmn at the hcmnnm‘ of 1966, has been largely

instrumental in maintaining carnings. Figured as o ot
a percentage of this investment, the Tefum On  Horen sears In whioh th iow st B & Fcewian ¥as rschel,

net worth rose slightly to 11.2 per cent from 11.1

per cent in 1965, in the midst of a marked slowdown, it is clear
As shown in the accompanying chart, these  that profit margins are being adversely affected,

camnings ratios have remained ai a relatively  Moreover, profits prov

tood level. This year, however, o mumber of  and means for investment and growiy, wiich

nica are ciin ingSuaed prfis us » Aol am the peme soure of ncrtaed procictiiey
“abiity’ 10" pay? nd -deranding. extra-large.and bigher wages i he long . The pro

wage incroases. But profits are not something
fxed and available t be. raided on demend
They are normally highly volatile, rising sharp!
oo fimes, and fallig bleegly when the  is emential to a rengrol vigorous cxpansion
business trend weakens. With the economy now in the economy

Changing Views on Economic Policy

{The sudden estoraton of the investment tax  Commitio n its report on the President's Eco.
credit and the moves toward easior money nomic Report. In an unusual “statement of
would seem o indicate  recogaition by the  ageeament’ both. the majority and. minorty
the Administration and the monetary authori- members of the Committee wamed that the
ties that the business situation called for a  Administration’s “optimistic midyear forecast
switch in economic policies. But, in urging resto-
ration of the tax credit, Administration offcials
last month insisted that the need for this action
was not related to any weakening in the overall
economy and that the proposed 6 per cent surtax
would still be needed by next July 1.

A contrary view, however, was presented on  $5.6 billion in nondefense expenditures  for
March 17 by the Congressional Joint Economic fiscal 1968.
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Tho committee urges that the monetary ai

y steady
disrup.

In a minority report, Republican members
called for increasing th at a rate

ing h

erratic behaviar of the money Supply over 1o

cent. months

The JEC's currnt policy stance represents &
major re

Defection from the “New Eeonomics™

The policy rift between the Administration
and the Joint Economic Committee
flects something -more _than
opinion about the business outlook. The Admin-
istraion’s policies are based on a belief
fine_tuning” the cconomy, primarily
changes in Fodéral expenditures and. ta
e tuning” idea, in tum,
manietation of the “new econom
phy, with s stress on fiacal polcy changes as
Ehe. prime method for managing the economy.
The JEC, on the other hand, adopted its latest,
policy stand after lengthy exposure to sharply
differing views on stabilization policies from a
group of economic_experts- testifying on_the
President’s Economic Report in Februazy, What

the importance of fiscal policy as a determinant

of economic act Instead, are
increasingly  impre: ith fhe infuenco of
monetary factors ping the course of

aconomy. The JEC' latest polcy stance on
fiscal and monetary policies, therefore, sub-
stantially reflects the shifting weight of eco-
nomic opinion.

o Thu, whilethe Councilof Economic Advisers

nti mphasize fiscal policy, the JEC

i you s e+ sty Tocrene 1 the
money supply s being vital or “restoration of
economic gror oidance of a recession.”
The TGS majoriy gt stated

2

he Empl
itase: datertion
e scoriomi@-bamner s & matier of
more than passing importance.

Fi

Contrasting Views on

The differences between the “new economics”
docrine and opposing views were effctively re-
vealed by expert.testimony at the Committeo
JS B A Jucing capapent!of “tino tuning”
was Professor Walter W. Heller of Minnesota,
who initiated the “new cconomics” era in 1961

ser in the Kennedy-John-

s chief economic
S Al e roation:

fne oo of conomic plcy st be
i ik we expect i
i &

h
car umu ‘a.., tor
Veuparary surta is cla

YPe YR i e tuning? stand, M, Hellee
maintained that the surtax should be increased
or decreased in size and postponed or dropped
completely depending on_economic conditions.
He went on to call for “push-button tax increas-
e or decroases activated by the President and
subject to congressional veto.”
iany economists have come to rej
sconomic hinking behind “fine tuning,” which
assumes that the private economy is_highly
Tnstable and subjoct & maRiodepresive be.
havior unless constantly cortcted by Govem-
ment acton, While recognizng that
economics” i o otteon o Houal
policy thinking injola as 1t is based o the con-

t the
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cept of a “high-employment surplus
Choacvets have hocoene highly criiat of it )
assumptions about the economsy.
. In the st place, they rject the viw that the
as to req nstant
“Ane tuning’ through fiacal and monetary policy:
mong the critics of this view before the JEC
was Professor Paul McCracken of Michigan,
former economic adviser in the Eisenhower

monetary policy than we may like to admit.
dia have widely acclaimed
for its role in maintaining

McCracken and other
considerable evidence indi-
cating that fisal policy actions had been paurly
timed in recent yeas x, far from exert-
ing an exquisite and.unfailing contiol over &co-
nomic_activity, fiscal policy was shown to be
less effective than monetary policy. The “new
school, on_the other hand, have
jarded monetary policy as no more
than & hund.mmden to fiscal policy.

Professor John Culbertson of Wisconsin down-
sraded. the role of fiscal policy in the ecent ex-
pansion period in the following words:

very from tiat [1960-61] recession occured
despite the fact that fscal policy remained unusually

v Focal poley moved Is" s etricive

i 1963, which will be recailed as
dewloped an increasingly slack

upmri s (il deman it iy
broushi back full etaploy

He pointed out that fiscal pol

o
1966 and r.axly 1967, Despice the mosh oxpansive
fiscal policy of modem experience, he went on,
the economy over the past year “has been trans-
formed from extreme expansion to the brink of
recession.”

ten of an acive ol plicy arguo hat
its effectiveness has been hampered

i congramsianal deciioermaling. Thioy meinagn
that policies could be improved by

activated by the
difficulty, however, is that an appropriate fiscal
poliy requires o high degree of accuracy in

ting and an early recognition

5 and early 1966, the Administra-
tion talod to ecognice he itensity of the boors

April 1967

then under way and underestimated the amount

of restraint needed. And when it finally acted to

suspend the investment tax credit last Septem-

ber, the capital spending boom had already
the cus

credit may be insufficient to bring a real revival.

Emphasis on Monetary Factors

Many economists have also been critical about
the timing of monetary policy changes. At the
same time, belief in the key influence of mone-
tary policy has been growing. Among the wit-
nesses upholding this view was Beryl Sprinkel,
e Brssident of the Harris Trust and Savings
Bébk, whojpresented the following appraisd

Although fiscalpolicy received most of the plaudits
961. ld be

for the 1961.85 economic expansion, it shoul

‘Guction,  smployment, savings, - investment,  and
srowth,

Many sconomists slao atfsbute the recent
business slowdown to the abrupt change in
‘money supply behavior from an excessive rate of
expansion to an actual contraction in the spring
of 1966, As Mr. Culbertson pointed out:

Money growts fram the spring o 1965 throu
I 1966 wa

ly,
abrupines, o e f oo of
ring o

Twating

the oy suppl, mpared with

r 4 per cont

Evidently. thi shar departue n mnctary pelicy

can be interprote facur g e coking

O s s

recent experience, therefore, provides

added evidence of the cmclnl ole played by
money supply bebavior in

years have accomaulated a great el of videnes

confirming the importance of monetary factors

in the economy. The revival of interest in mone-

iry behavior, as evidenced by the JEC hearings,

is largely attributable to the researches of Pro-
3
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fessor Milton Friedman of Chicago, whose monu-

study (with Anna Schwartz), A Mone-

tary History of the United State, 1867-1960

bad a wide-ranging impact on economic
thinking

New Role for Fiscal Polic

he accumulating evidence on the key role
of monetary factors in the economy obviously
s important implctions s Tor fscal policy. For
if monetary policy largely determines the course
of ecv)mvlm( activity, this reduces the neod for
an active fiscal poicy, particulaly one
Would require Congres
The JEC's call for a $5-6 billion cut in fiscal
1968 expenditare and i mejcion of any cary
action on the tax surcharge conforms
new views that aro emerging among sconomists

“

As Mr. McCracken pointed out, “a fairly wide
range of budg

ul effect on capital m)«rk»m
i o o et racken,
sted a_new division of labor

between monetary and fiscal policy
the task

We now see it as monetary policy to

Many people who favor a tax increase to nar-
row the prospective 1968 budget deficit appar-

it as the accompanying chart show:
nondelense spending s climbing. much fases
than defense outlay:

The presumed su “new economics,”
particulary as (‘xl-muhl\ul by the 1964 &4

Ot rogardod & w seiting a ek
Hexibl scal policy, wherehy. Foderal sponding

tax rates would be continuously adjusted to

economic conditions. But Congress's intent
lowering tax rate:

restrain Government spending.”

Because the Joint Economic Committee has
a special responsibility for economic stabilization,
its current policy stand against “push-button’

xes and excessive tax changes is a welcome
development. A similar posture had already been
taken by Chaiman Wilbur Mills of tho House

d Means Committee, which has juris-
o over ibing fax iabon I speech
delivered last February, Mr. Mills sai

We st nat let ex b put into the position

ng the lines of taxatin from
s merely (o make the merchandiss
Tore salable

1t is increasingly obvious that the 6 per cent
surtax proposal is not. only ill-timed and in-
appropriate under present conditions, but it rep-
rosenta a paychological barrier o business con-
fidence. Instead, sound fiscal policy ro
slowing in_the explosive_growth
spending. Pruning $5-6 billion from  pro
expenditures, as suggested by the Joint Eeo-
nomic. Comumittee, would put the economy in
better shape to resume healthy growth.
Meanwhile, easier money should be our main
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instrument for stimulating a further advance in

xperience, however, sug-
x monetary policy—one that
avoids excessive swings up and down—is a vital

I

necessity if the economy is to maintain non.
infionary growti, I easing money now,thre-
fore, care should be taken to stay within the
s speed Yimits fo monetary expansion

The European Common Market After Ten Years

‘The European Common Market is marking the
tenth anniversary

the Treaty of which,
7, laid its foundations. The

s union—with tarifls on internally traded
indutrial as wel s agriculural goods abolshed
same time, however, obstacles—many of
o sctivs, stimrg charged with plit
cal overtones—lic in the way of almos
v tully intogrted o
r nations of
the European Economic Community.
Furthermore, great and vital issues overhang-
ing the future of Europe and its economic and
ncial relationships with other parts
world will have o be resolved in the coming
months. Most important among these issues are
the membership of the United Kingdom in the
Common Market and 9 round o SN
ing, now in its fina - d interna-
tional tmde on 8 witiilaters] and noodisciminn

ry basis through reciprocal reductions in tarifis
and otber barsieen
Clinching the Customs Union
The EEC over the past nine months has re-

covered from the most serious crisis in its exist-
mce—e ciss which begdyg July 19
France,the argt sericulf
e Six, insisted that n ket would

Do pomsble s did ot e ‘agricultural goods.
This objective was specified in the Treaty of
Rome but was left open for future negotiations.

Following protracted negotiations, the Com:

unity agreed last year on a common agricul-
tural policy to be in full operation by mid-1968.

greater domestic output and self-suficiency,
o a1 1o e it vl asheta
sially bigher than world prices—by leves or
tarifls on imports and by support purchases
Themmmrm lxrlu bl o
rt domestic prices, modernize agriculture and
Fibsidise fumm expori for the word market The
financing—s agreed for the period
up to the and of 1969-—3s to ba met partly from
the proceeds of import levies and partly from

April 1967

umm»mmm of member governments.
mon agrcltun pilly
took its toll by delaying for a
for establshing o full customs o but on July
, 1968, the remainin; tarifls on
.ummnv T e Sits .ttt
35-40 per cent of tarifls on intemally traded
agricultural goods will be sbolished—eighieen
months ahead of the schedule provided for in the
Treaty of Rome. Another notable achievement
Common Market is the establishment of
practically complete freedom of movement of
workers and their families.

4 Somber Touch
s touch 1o bt pictos o e
slow progress being made toward ironing out
{asuco that, hamper the Common Market. from
advancing beyond the stage of & mere customs
union. Thus, there has been very little progress
harmonizing customs procedures and de

a common transport policy.
R ot s o capita

change cont

types of discrimination

nonnationals in such mat
and bond

ol including the suppression of all
nals and
ters 25 foning siocks

An encoursging development s the first step
toward. the reme scal

al frontiers,

e ,
Utaly, Lusembourg and the Netheriands; the
present “value added in France i
Elemed with the Community's sysiem

Almost simultaneously with staking out the
shapo of < tho Common Market

opted. its ek media
Dolicy oo Tor 19667070, Thin i 8 v:;mﬁ—
cant development. since, for the first tin

Six have agreed to compare their respective eco-
nounic plans aad Boliio, £ review tham and 1o
try to coordinate them on a permanent bass.

5
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Foreign Trade of the European Economic Community

Membership in the Community tends to

wmunity the
Pt gt
tionary presures and b

uascen o oo e

fiscal and monetary policies cannot be
cany hasoriped. o ot g of the
roud the Common Market will havo to covr, ¢
s perhaps enough to recall that even the three
countries that in 1945 setablshed Benelux_—the
customs union among Belgi

the Netherlands
and Luxmobourg—sall hriapte A

al and
monetary policies.

Looking Inward or Outicard?

The Common Market is establishing a com.
tariff wall against the rest of the world,
effctive July 1, 1968, and, ultimately, s unified
commercial policy. Thus far, it has eliminated
G0 por cent of the differences botween national
tarifl toward nonmenber countries Removing
tarifls within a closed area helps insiders but
puts outsiders at s disadvantage, Outsides are
naturally concerned with the growth of new
tarifl discrimination that may hurt their mar-
kets in the Community for sgricultural prod-
ucts, industrial materials and manufactures.
‘There is no simple way of determining wheth-
er the Market is inward- or outward-looking,

“®

Jitectionis r ibarel. One g i to consider
SRR ooty il et
e tarfis of France and taly and the lower
tariffs of Ger and Benelux. Since C
and Benelux are s sacin g i

m outside the Common Market, the new
common tariff clearly implics

tariff disparities are among the ticklish problems
2o beigs P Aicn ward tads k.
may well be to look at actual
b e (o . Tt witi the Common
Market s grown extraondinarly. Thus, in 1966
a-Community imports reached $23 billon,
than three times as high as in 195
Common Market, the s largest im-
porter, has aleo substankially expanded s pur-
Chases, from outsiders. Last year, such imports
totaled $31 billion—almost twice the 1958 figu
As to the United States, somewhat less than
one fifth of our exports go to the Common Mar-
ket—$5.3 billion in 1966, twice as much
that U.S. agricultural
‘Common Market, our largest mar-
ket accounting for nearly one fourth of such
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S exports increaed to 1.6 billin in 1066 or
90 per cent sbove 1956; the major pat of

ncreae was in foed graine. The United g

seeks that its, sgricultural exporty
will gradually expand as the Common Maruet's
consumption grows

The Common, Market buys more from the
Urited States than it slls here. In

VB et sasks st b 411 M
This has helped to reduce our large paymments
deficit with the Common Market stemming fror
defense outlays and capital investments.

During the formative years of the Common
Market, the United States openly and consis-
Sty dded ot Towand quhmn integrat

artly for nal security,

h

reasons of

Partly in the expectation that the rapidly e
panding of some 185 million_people,
nearly as many as in the United States, would
lead to increased demands for the products o

other parts of the worid and would thus help
expand workd trale ol gy Tiva rad
the Common Market nations are (\;mn-mm(led

and know that trade is a two-way streg

Common Stakes in Bricks and Mortar

Common
to_establish
provided s

The strength and tbe promi
gether with the desire

194

P

private direct investments in the Common Mar-
ket s from $1.9 billa o 863 bilion,

‘This process is not new, since many U.S, enter-

gl e i . e e Chnine
Market for a long time and are fully integrated
I economies. The

share of U.S. firms in total new investment in
plant and equipment remains small; for the
Common_ Market as the proportion
works out at about 5 ear.

The growth of U.S.
Common Market has beon fed mostly by new
capital from the United States. Of late

flows have slowed, s noted in theso pags lst
month. The decline s, in part, the res

ness complance with the 0.5,
ance-of-payments programs. But the gres
in investment has also tapered off on’its own
because ol lower proits. The rate of rtum on
European manufacturing investments of {
e, which prior to 1965 excoeded the domestic
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US. Private Direct Investments in Europe*

profit ate, b over he past o yars tamed
ward and is now below the

e Comman Markets mediuform cconomic

sources and, particalarly in Germany, of
the small increases in working population. The
program assumes an ammual rise in productivity
per worker of 3.8 per cent so that productivity
Lakrtogh 1./, 7~ wdeglmgiimeigtcd
in tum requies a continued expanion of pr-
ductive iny

Wi Coumon Market will, thersors, need
more capital especialy friting wage cost are to
be offset by greater productivity and economic
efficiency. At the same time, so far ahead o
be seen, markets may well b less buoyant, con-
petition more severe, and profits harder to
Schiers. These changiog prospect, while in 2o
way detractng from the fundamental atiactive
ness of the Common Market, may lead for
investors to assess each new project on its own
merits even more exactingly than in recent years.
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