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Topical Problems of German-Indonesian Trade 
Interview with Senator Helmuth Kern, President of the Department for Economics 
and Transport of the Free and Hanseatic Town of Hamburg 

The recent visit by an Indonesian economic delegation to Japan and West-European coun- 
tries is to be looked upon as a prelude to a series of new and sweeping economic meas- 
ures by the Suharto government in its endeavours to combat the country's critical situation. 
Indonesia has great hopes particularly for trade and economic aid from the Federal 
German Republic. Trade relations between Bonn and Djakarta have for a long time been 
of considerable importance to the North German Lands adjoining the coast and especially 
Homburg, the greatest trade centre in Germany. In a recent memorandum addressed to 
the German ministries directly concerned, the Department for Economics and Transport 
of the Free and Hanseatic Town of Hamburg has referred to the particular problems of 
German-Indonesian trade. For this reason INTERECONOMICS applied to the Department's 
president, the Senator for Economics and Transport, Herr Helmuth Kern. 

INTERECONOMICS: Senator ,  in 
the  Indones i an  People ' s  Congress  
m e m o r a n d u m  dea l ing  wi th  the  
coun t ry ' s  economic  s i tua t ion  it says  
tha t  the  p r e sen t  s ta te  of affairs is 
v e r y  "dange rous  and a larming",  tn  
the  wake  of pol i t ical  pacif icat ion 
more  impor tance  is aga in  at tached 
to the  economy.  The pena l t y  is be- 
ing paid for the  sins of the  past.  
Runaway  inf la t ion and food short-  
age are  c lear  symptoms  of the pres-  
ent  s i tua t ion  in Indones ia  rich, as it 
is, by  nature .  The  las t  few mouths  
h a v e  shown  that  the  s teps in i t ia l ly  
t a k e n  towards  economic  reform 
failed to b r ing  .about any  subs tan-  
t ial  i m p r o v e m e n t  due pa r t ly  to ad- 
min i s t r a t ive  diff icult ies and also 

Interviewers: Gerd Schildmann and Dietrich 
Kebschull. 

because  of the i r  a t t emp t ing  to cure  
the  symptoms,  no t  the  disease,  The  
People ' s  Congress  the re fore  sug- 
gests,  in order  to ove rcome  the pre-  
car ious  s i tuat ion,  to s t r e n g t h e n  In- 
dones ia ' s  fore ign  tr, ade re la t ions ,  
pa r t i cu la r ly  wi th  the  West .  In how 
far does this  aim ha rmon i se  wi th  
G e r m a n  in ten t ions?  

KERN: A l t h o u g h  I cannot ,  as 
Hamburg ' s  Sena to r  for Economic 
Affairs,  be a s p o k e s m a n  for Ger-  
m a n y ' s  official fore ign  pol icy  I 
would go so far as to say  tha t  it 
ought  to be  in the  in te res t  of the  
Federa l  Republ ic  to in tens i fy  i ts 
t rade  po l icy  towar.ds Indones ia  at  
the  p re sen t  moment .  Indones ia  is 
obv ious ly  t ry ing  for economic  and  
f inancia l  aid from the  West ,  not  
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is a G e r m a n  pol i t ic ian  of the younge r  genera t ion .  The Sena tor  
a n d  Pres iden t  of the  Depar tmen t  for Economics  and  Transpor t  
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be rg  whi l e  s imu l t aneous ly  f in ishing his commerc ia l  apprent ice-  
ship. Af te r  h a v i n g  completed  his s tudies  Sena tor  Kern held re- 
spons ib le  pos i t ions  in German  mar i t ime  shipping.  Before becom- 
ing a Sena to r  in April ,  I966, he was the  Director  of the  Execut ive  
Board of "Cranze r  Fischdampfer  AG" at Hamburg .  Sena to r  Kern 
is also depu ty  m e m b e r  of the  German  Bundes ra t  and  pres ides  the 
cu ra to r ium of the  founda t ion  "Deutsches Ubersee- Ins t i tu t" .  

leas t  from Germany.  This, then,  
g ives  the  W e s t e r n  count r ies  a 
chance to achieve  las t ing pol i t ica l  
and commerc ia l  successes on the 
s t reng th  of generous  and e x p e d i e n t  
aid. 

INTERECONOMICS: Do you  in 
this connex ion  see  any  poss ib i l i t ies  
for the Federa l  German  gove rn -  
men t  to act  as a p a c e m a k e r  for 
wor ld-wide  economic  co-opera t ion?  

KERN: Yes, I th ink  so. The  Fed- 
eral  G e r m a n  g o v e r n m e n t  should  
take  the  in i t i a t ive  in the  contem-  
pla ted  jo in t  nego t i a t ions  a b o u t  a 
mul t i la te ra l  fund ing  of Indones i a ' s  
foreign deb t s  which is obv ious ly  
intended by t he  W e s t e r n  count r ies .  
After  aI1, the  Federa l  German  Re- 
public  has  to ma in t a in  its own  
posi t ion as Indones ia ' s  mos t  im- 
por tan t  t r ad ing  p a r t n e r  in the  Wes t .  

INTERECONOMICS: Over and 
above  this, w h a t  specific in t e res t s  
has  Hamburg  in the  m a i n t e n a n c e  
or the s t r eng then ing ,  respec t ive ly ,  
of t rade  re la t ions  wi th  Indones ia?  

KERN: H a m b u r g  has  an impor-  
t an t  posi t ion in Ge rmany ' s  t r ade  
wi th  Indonesia .  Tak ing  the  aver -  
age over  r ecen t  yea r s  4 0 %  of In- 
dones ian  goods sh ipped  to G e r m a n y  
were  hand led  by  H a m b u r g  impor-  
ters. Last year ,  t he i r  share  was as 
h igh as 48 % . In the  opposi te  direc-  
t ion some 20~ in terms of v a l u e  
are t r ansac ted  t h rough  H a m b u r g .  
firms. 
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INTERECONOMICS: Do these 
figures re la te  to the total export  
and import  via the port  of Ham- 
burg or are they appIicable only 
to the business  done by Hamburg 
foreign trade firms? 

KERN: The figures quoted re- 
late to the turnovers  of importers  
and expor ters  who conduct  their  
business  in Hamburg. The port  of 
Hamburg as such plays, by per- 
centage  shares,  an even more  im- 
por tan t  par t  in the trade with In- 
donesia.  In both directions the 
German exchange of goods with 
Indonesia  via the port  of Hamburg 
averaged  roughly  5 0 ~  in recent  
years.  Ana lysed  by  imports and 
exports  separate ly ,  the shares  were  
55 ~ and 42 ~ respect ively .  

I NTERECONOMICS: With  regard 
to the grant ing of credits,  it seems 
that  the effect  of Indonesia ' s  eco- 
nomic posi t ion is par t icular ly  de- 
t r imental  to its credit  worthiness .  
The current  l iabilit ies towards  in- 
teres t  payments  alone are as large 
as the whole  nat ional  product.  Their 
fulfi lment seems hard ly  possible. 
Would  the Federa l  German govern-  
ment  find Hamburg ' s  aid in sup- 
por t ing  a general  respi te  for pay- 
ments? 

KERN: If, with this question,  
you mean moral  support ,  I would 
answer  in the aff irmative for Ham- 
burg. However ,  f inancial  aid by a 
Federal  Land within the f ramework  
of capital aid for deve loping  coun- 
t r ies  is, as a mat te r  of principle, 
not p rovided  for and has indeed 
not been pract ised s ince the one 
and only occasion,  in 1961, when 
there  was a contr ibut ion by the 
Fede ra lGermanLands .  The quest ion 
of financial support  for the Federal  
German gove rnmen t  by Hamburg 
does therefore  not arise.  However ,  
on the occasion of the  recent  visit  
by an Indones ian  gove rnmen t  de- 
legat ion to Bonn, negot ia t ing  a 
funding of Indones ia ' s  debts  and 
new credits,  I sent a memorandum 
to the competen t  Federa l  German 
ministers  and in it referred to 
North Germany's ,  and especia l ly  
Hamburg's ,  great  in teres t  in trade 
with Indonesia.  I h a v e  further- 
more  pointed out the  difficulties 
of carrying out bus iness  transac- 
tions be tween  Indones ia  and Ger- 
many  arising out of Indonesia 's  
precar ious  economic  and foreign 
exchange situation, and  made sug- 
gestions for pract ical  aid measures.  

INTERECONOMICS : However ,  
fur ther  s teps will be necessa ry  tO- 
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wards  an effect ive  reorganisa t ion  
of the economy.  Will  the individ- 
ual exporter  be able to help by  
extending credi t  facilities? 

KERN: Yes, and what ' s  more,  
exporters  genera l ly  would like to 
do it. But in my  opinion the ex- 
porter  alone cannot  carry the risk. 
For this reason I we lcome it that  
HERMES, on the Federa l  German 
government ' s  init iative,  again cov- 
ers the insurance  for shor t - term 
transact ions wi th  Indonesia.  More-  
over  I ment ioned  in my  memoran-  
dum that I cons ider  it des i rable  
for this risk cover  to ex tend  also 
to longer- term expor t  orders.  

INTERECONOMICS: But export-  
ers' credits  a re  as a rule tied to 
certain supplies of goods and serv-  
ices. And in a count ry  like Indo- 
nesia there is also the necess i ty  of 
expedit ing the improvement  of the 
infra-structure.  What  measures  
could Germany take with this pur- 
pose in mind? 

KERN: This quest ion touches 
upon the par t icular ly  capital-in- 
tensive aspect  of the German de- 
ve lopment  aid. As you know, any 
capital aid towards  infra-s t ructure  
in a developing country  entai ls  
immense means.  It must  he left to 
the Federal  German government ' s  
judgement  how far it can still pro- 
ceed bi la teral ly  or whe the r  it 
might not be wiser  to confine it- 
self to contr ibut ions to multilat- 
eral aid. 

I NTERECONOMICS:The HERMES 
facilities for risk cover  are, after  
all, limited. Wi th in  the ceil ing-reg- 
ulations a mult i tude of exporters ,  
and countries,  want  to be consid- 
ered. Do you see a chance to raise 
this ceiling? 

KERN: I am not the adminis t ra tor  
of these ceil ing stipulations.  But I 
bel ieve that the Federal  German 
government  which decides the up- 
per level should increase  it, if 
only in view of the chances that  
generous aid for Indonesia  offers. 

INTERECONOMICS: Are  you of 
the opinion that  the Bonn govern-  
ment  should, in addition, take an 
initiative for the set t ing up of a 
creditors '  club of nations? And if 
you are in favour  of this idea, 
what  should such a club look like? 

KERN: As far as I know there  
are certain moves  to form suc~h a 
consortium, but I do not think it 
advisable also to aim at a "dub"  

of credi tor  countr ies  on top of it 
and under  guidance of the Federal  
German Republic. Germany  should, 
however ,  take an ini t iat ive and 
act forceful ly  in this consortium. 

INTERECONOMICS: For an in- 
tensif icat ion of trade relat ions it 
will be  neces sa ry  to draw the Ger- 
man as well  as the Indonesian 
par tners '  a t tent ion to the sales 
prospects  in their  respect ive  mar* 
kets and to aid them in the initiat- 
ing and car ry ing  through of foreign 
trade t ransact ions.  What  part  do 
the official German missions and 
the Chambers  of Foreign Trade 
play here? 

KERN: Surely the German dip- 
lomatic represen ta t ives  have  an 
important,  though unfor tunate ly  
limited function as media tors  be- 
tween  Germany ' s  foreign t rade  and 
the Indones ian  business  par tners .  
I should therefore  say that  the 
es tabl ishment  of a German-Indo- 
nesian Chamber  of Foreign Trade 
in Djakarta  would be ra ther  useful. 

INTERECONOMICS: If the Fede- 
ral German Republic grants  the 
aid outl ined by  you, cer ta in  con- 
cessions must  be expec ted  also 
from the rece iv ing  country. In this 
connexion,  what  should be espe-  
cially aimed at in the negotiat ions? 

KERN: On the German side one 
should v igorous ly  i n s i s t  on the 
suspension of discr iminat ions such 
as Indonesia  pract ises  in the field 
of shipping. Even recent ly  Indone- 
sia's sh ipping policy s t ipulated 
absolute pr ior i ty  for the inadequate  
Indonesian merchant  fleet in the 
t ranspor ta t ion  of Indonesian ex- 
port goods. And even in the case 
of imports Indonesian shipping 
quarters  are artificially put  in a 
more compet i t ive  posi t ion al though 
it is known by exper ience  that  both 
entails seve re  troubles and delays 
of transport .  

INTERECONOMICS: Do you be- 
lieve that  an intensif icat ion of trade 
relations with a country  of the 
neutral  bloc could lead to the 
realisat ion of purely  political aims 
in which the Federal  German Gov- 
ernment  is par t icular ly interested? 

KERN: I am inclined to say, yes, 
this could be so. ! bel ieve that  the 
expansion and intensif icat ion of 
trade with a country  is the best  
means of any  pol icy aimed at the 
creation of f r iendly mutual rela- 
tions. 


