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pipes;  and  the  Soviet  Union  i tself  bui l t  up its own 
product ion.  The  COMECON-pipe l ine ,  w i th  i ts s ide 
lines, has  m e a n w h i l e  reached  Schwedt  a /Oder ,  t he  
Balt ic por ts  and  the  Danube  river.  

A n d  now the  N A T O  Counci l  has,  on  the  r ecommenda-  
t ion  of the  Economic  Commi t t ee  of NATO, l i f ted the  
emba rgo  as f rom N o v e m b e r  10th, 1966. For this  it 
gave  the  r a t h e r  cur ious  r ea son  tha t  u n d e r  p resen t  con- 
d i t ions  the  m e a s u r e  was  no  longer  necessa ry ;  t ha t  i t  
was  " inoppor tune" .  In the  l igh t  of all  t ha t  ha s  b e e n  
said here,  howeve r ,  t he  em ba r go  could in p rac t i ce  
n e v e r  be  "oppor tune" .  

Anyhow,  the  dec is ion  to lift t he  embargo  could  be  a 
symp tom for some r e t h i n k i n g  abou t  W e s t e r n  t r ade  
w i th  t he  East, and  th is  all  the  more  s ince  in r ecen t  
weeks  the  Un i t ed  Sta tes  has  p r o p a g a t e d  an  expans ion  
of t rade  exchanges  w i th  the  Sovie t  bloc. In the  Federa l  
Republ ic  i tself  the  l i f t ing of the  embargo  has  pa r t l y  
b e e n  w e l c o m e d  an d  p a r t l y  b e e n  r ece ived  w i th  a feel- 
ing of res igna t ion .  Such fee l ing  is no t  just i f ied.  Ra the r  

could  the  Paris  dec is ion  of November ,  1966, be  con-  
s idered  to be  su i tab le  to beg in  a new  p h a s e  in devel -  
oping t rade  re la t ions  wi th  the  East  bloc and  wi th  t h e  
Sovie t  Un ion  in par t icular .  

W h a t  impac t  of the  NATO Counci l ' s  dec is ion  on  Ger-  
m a n  t rade  wi th  the  East  can  be  expec ted?  The re  is 
ce r t a in ly  no prospec t  for r ega in ing  immedia t e ly  t h e  
good will. Yet, the  t ime of the  l i f t ing of the  e m b a r g o  
can  be  r ega rded  as f avourab le  for the  Federa l  Re- 
publ ic  s ince  it  m a y  h a v e  a pos i t ive  impac t  on  t h e  
German-Sov ie t  t r ade  nego t i a t ions  which h a v e  not  ye t  
b e e n  concluded.  But apa r t  f rom this  shor t - t e rm aspect ,  
the  long- te rm factors  shou ld  be  t a k e n  into accoun t  
s ince  the  chances  of t r ade  w i th  the  East  are  ly ing  in 
the  future;  ma rke t s  in  the  Sovie t  b loc  count r ies  a re  
still  l a rge ly  unsa tu ra ted .  W i t h  some in i t i a t ive  on  t he  
par t  of p r i v a t e  firms as much as of the  G o v e r n m e n t  
the  marke t s  in  the  Sovie t  bloc coun t r i es  m a y  in t he  
long run  become  in t e re s t ing  to the  G e r m a n  e c o n o m y - -  
e v e n  if a t  p r e sen t  the  Eas t -Wes t  t r ade  exchange  is, on  
the  economic  side, st i l l  be ing  l imited.  

EDF Favours Resident Construction Firms 
By Dr Rolf O. Brenner, Frankfurt/Main 

o ve r  the  pas t  few yea r s  the  G e r m a n  cons t ruc t ion  
indus t ry  has  become  inc reas ing ly  invo lved  in in- 

t e rna t iona l  commerce .  Its successes  in  W o r l d  Bank 
p r o j e c t s - - w h i c h  are  n o r m a l l y  put  out  to i n t e rna t iona l  
t e n d e r - - a r e  proof  of i ts  technical  ef f ic iency and  com- 
pe t i t iveness  on  wor ld  marke ts .  In 1965, G e r m a n  con- 
s t ruc t ion  f irms were  aw ar ded  bui ld ing  con t rac t s  b y  
the  W o r l d  Bank wor th  abou t  DM 190 million. This  is 
abou t  3 0 %  of all  fore ign  con t rac t s  conc luded  las t  
y e a r  b y  G e r m a n  cons t ruc t ion  firms. However ,  t he i r  
sha re  of funds  p laced  for cons t ruc t ion  purposes  b y  
the  EEC European  Deve lopmen t  Fund (EDF) was  con- 
s ide rab ly  smaller .  

I t  is in t e res t ing  tha t  the  pos i t ion  of the  French con- 
s t ruc t ion  i ndus t ry  is exac t ly  the  opposite.  French 
cons t ruc t ion  compan ies  are  no t  v e r y  successful  w h e r e  
W o r l d  Bank con t rac t s  are  concerned .  But t hey  are  
ex t r eme ly  successful  in the i r  t ender s  to the  European  
Deve lopmen t  Fund. The  r ea son  w h y  the  French th ink  
t h e y  m a k e  such a bad  showing  wi th  the  W o r l d  Bank 
is to be  found in the  1965 A n n u a l  Repor t  of French 
cons t ruc t ion  firms work ing  in ex-colonia l  Af r i can  ter-  
r i tor ies  (SYMETRA): "There  we re  and are  m a n y  
reasons  w h y  French firms do not, in fact, h a v e  the  
same chances  of success  w h e n  t ende r ing  to the  W o r l d  
Bank as the i r  Amer ican ,  English, G e r m a n  and  o ther  
compet i tors .  However ,  in those  count r ies  which were  
p rev ious ly  unde r  French dominat ion ,  French firms can  
compensa te  for such d i s a d v a n t a g e s  b y  the  var ious  
a d v a n t a g e s  which accrue  to t hem because  of the i r  
t rad i t iona l  res idence ."  

It is p rec i se ly  these  "var ious  a d v a n t a g e s "  which pre ju -  
dice to a la rge  ex ten t  the  chances  of G e r m a n  and  
o the r  European  cons t ruc t ion  firms wi th  the  European  
Deve lopmen t  Fund. Such a d v a n t a g e s  m e a n  t ha t  no  
rea l  compet i t ion  exists.  French cons t ruc t ion  compan ie s  
which h a v e  b e e n  re s iden t  for decades  in the  assoc ia ted  
Afr ican  States  know the  m a r k e t  t h rough  and  t h rough  
and  sti l l  ma in t a in  close pe r sona l  and  work ing  re la-  
t ions  wi th  the  compe ten t  author i t ies .  

On ly  if he  is p r epa red  to make  v e r y  grea t  and  ex- 
t r a o r d i n a r y  sacrif ices can  an  ou ts ider  p e n e t r a t e  th is  
sys tem of prec ise  knowledge  of c i rcumstances ,  per-  
sonal i t ies ,  t ax  regulat ions ,  legal  r egu la t ions  and, in 
par t icular ,  the  i n t e rp re t a t i on  of these.  

G e r m a n  Contr ibut ion 3 4 %  . . .  

The first  European  Deve lopmen t  Fund (from 1958 to 
1963) was endowed  wi th  abou t  $ 580 million, or abou t  
DM 2,300 mill ion.  Accord ing  to the  Yaond~ Agree -  
m e n t  on assoc ia te  m e m b e r s h i p  of the  EEC for the  
Afr ican  States  and  Madagasca r ,  the  second  Devel-  
opment  Fund  has  abou t  $ 800 m i l l i o n - - t h a t  is DM 
3,200 mi l l i on - - t o  d is t r ibute  for economic  and  social  
projects .  These  funds will be  made  ava i l ab le  for suit-  
able  p ro jec t s  to those  deve lop ing  Af r i can  coun t r i es  
which were  former ly  French colonies.  These  funds  are,  
a lmost  w i thou t  except ion,  s t ra igh t  advances .  T h u s - -  
con t r a ry  to mos t  o ther  mul t i - l a te ra l  capi ta l  aid or- 
g a n i s a t i o n s - - i t  is the  pol icy  of the  European  Devel-  
opment  Fund  not  to g ran t  credits ,  bu t  to make  gifts. 
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The par t i c ipa t ion  of the  Federa l  Republ ic  in ra is ing  
such funds is 34 ~ the  same as tha t  of France.  

. . .  but only 5 %  Contracts 

800/0 of the  schemes f inanced  b y  funds from the  
European  Deve lopmen t  Fund  are  bui ld ing  projec ts .  
Hi ther to ,  G e r m a n  cons t ruc t ion  firms h a v e  p layed  on ly  
a v e r y  minor  part .  All  in all, bu i ld ing  con t rac t s  to the  
va lue  of $ 291 mil l ion (DM 1,164 million) were  
awarded  up to Dec. 31, 1965. G e r m a n  cons t ruc t ion  
firms were  on ly  able  to win $ 13.23 mil l ion (DM 
52.9 million) of this, t ha t  is abou t  75 %. On 
the  o ther  hand,  French cons t ruc t ion  firms and  local  
en te rp r i ses  ob ta ined  about  75 0/0 of all bui ld ing  
contracts .  Unti l  recent ly ,  this  rat io  was e v e n  less 
favourab le ;  the  share  of G e r m a n  cons t ruc t ion  firms 
was on ly  about  1 ~ However ,  G e r m a n  cons t ruc t ion  
firms h a v e  made  grea t  efforts  to p e n e t r a t e  the  Afr ican  
market .  These  efforts were  successful ,  pa r t i cu la r ly  
wi th  r ega rd  to the road-bui ld ing  pro jec t s  in Senegal ,  
Dehorn6 and Mall  and  a h a r b o u r  p ro j ec t  in Maure-  
tania.  

It is Difficult for Outsiders 

W h a t  are the  reasons  for this  bad  showing  on  the 
pa r t  of G e r m a n  cons t ruc t ion  firms? It is obvious  tha t  
due to the  h is tor ica l  d e v e l o p m e n t  cons t ruc t ion  com- 
panies  from the  mo the r  coun t r y  h a v e  f i rmly es tabl i sh-  
ed locat ion advan tages ,  which it is ex t r eme ly  difficult  
for "outs iders"  to match. Also old pe r sonne l  involve-  
men t s  b e t w e e n  the  m o t h e r  coun t r y  and  local  au thor i -  
t ies  p lay  a v e r y  impor tan t  and  of ten dec is ive  role. 
This is shown c lear ly  and  unequ ivoca l ly  by  s tat is t ics  
p repa red  by  the  European  Deve lopmen t  Fund in 
Brussels. 

TABLE 1. 

European Deve lopment  Fund 
Building Contracts Awarded up to Dec. 3l ,  1965 

No. of Value  
cont rac ts  $ mill.  I % of zone 

I total 

F r e n c h  Z o n e  
French f i rms,  
local f i rms,  
f i rms f rom assoc ia ted  
count r ies  337 166.327 62.8 
Groups  of f i rms 
(in which a French 
pa r tne r  par t ic ipa tes )  44 55.816 21.1 
Othe r  f i rms (German,  
Belgian,  I tal ian) 15 42.616 16.1 

Total  306 264.759 100.O 

I t a l i a n  Z o n e  
I ta l ian f i rms 2 3.668 I00,0 

Total  2 3.668 I00.0 

B e l g i a n  Z o n e  
Belgian  f irms,  
local f i rms 14 2.203 20.2 
Belg ian/ I ta l ian  g roups  4 7.987 73.3 
I ta l ian f i rms 3 0.707 6.5 

Total  21 10.987 I00.0 

D u t c h  Z o n e  
Dutch f irms,  
local f i rms,  
f i rms f rom assoc ia ted  
count r ies  20 11.330 10O.0 

Total  439 
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200.654 100.0 

In Table  1, bui ld ing  con t rac t s  awa rded  b y  the  Euro- 
pean  Deve lopment  Fund up to Dec. 31, 1965 are b roken  
down b y  "zones".  For example ,  the  "French zone" 
includes  count r ies  which used  to be  u n d e r  French rule. 

Success of Resident Firms 

Of a total  of 439 bui ld ing  con t rac t s  awarded,  396 wen t  
to the  "French zone" a lone  (about  90 %). And  wi th in  
the  "French zone", 8 4 %  of such bu i ld ing  con t rac t s  
wen t  to French firms, local  en te rp r i ses  and  en te rp r i ses  
from count r ies  which are  assoc ia te  member s  of EEC. 

In the  "I ta l ian" and  "Dutch" zones, all bui ld ing  proj-  
ects  put  out  to t ender  wen t  to I ta l ian or Dutch firms. 
Finally,  in the  "Belgian zone",  Belgian firms and  
groups  of firms wi th  Belgian  pa r t i c ipa t ion  rece ived  
about  94 % of con t rac t s  awarded.  

Thus  firms from the  former  rul ing count r ies  and  local 
firms h a v e  compet i t ive  a d v a n t a g e s  wi th in  the i r  zones  
which it is p rac t ica l ly  imposs ib le  for outs ide  firms to 
equal.  

Ge rman  firms h a v e  no "zone of inf luence" .  All  EEC- 
assoc ia ted  count r ies  are  "foreign ter r i tor ies"  for them. 
They  are therefore  at  a d i s advan t age  in all t e r r i to r ies  
and  vis-a-vis  all compet i tors .  Cri t ics  coun te r  this  b y  
a rguing  that  the  r eason  w h y  Germany ' s  sha re  in such 
pro jec t s  is so small  is due  to lack of in t e res t  s h o w n  
by  German  firms. This lack of in te res t  mani fes t s  i tself  
in the  low n u m b e r  of bids  pu t  in, but  such an  argu-  
men t  is a gene ra l i s a t ion  and  misses  the  nub  of the  
matter .  

Obstructive Competition as a Deterrent 

A n y  real is t ic  con t rac to r  will not  t ende r  for con- 
t rac ts  if he  knows  from the  s ta r t  tha t  he  will  be  
unsuccessful .  The  cost  of pu t t ing  in a b i d - - f o r  which 
it is n e c e s s a r y  to pay  vis i ts  to the  coun t ry  in ques t ion  
and  u n d e r t a k e  ex tens ive  p re l imina ry  research  and  
e v a l u a t i o n - - l i e s  b e t w e e n  DM 30,000.-- and DM 
100,000.--, accord ing  to the  size and  complex i ty  of a 
project .  It is wrong,  therefore ,  to reproach a contrac-  
tor  because  he is of ten not  p repa red  to bea r  the  
bu rden  of such costs. In assoc ia ted  count r ies  he  has  to 
reckon wi th  obs t ruc t ive  compet i t ion  on the  par t  of 
local firms. W h e n  a European  compet i to r  appears  in 
the  field, local  firms t ender  at  pr ices  which ' because  
par t  of the  amor t i sa t ion  costs  are omitted,  can  be  
cons idered  ruinous.  To ba l ance  this, t hey  e n d e a v o u r - -  
success fu l ly - - to  compensa t e  for losses incur red  due 
to such obs t ruc t ive  compet i t ion  b y  ob ta in ing  be t t e r  
pr ices  for p ro jec t s  whe re  foreign firms are not  
tender ing .  

Such diff icult ies do not  affect only  German  firms, bu t  
firms from all o the r  European  countr ies  equally,  
insofar  as these  are  cons idered  "outs iders"  because  
t hey  h a v e  not  been  res iden t  in some form or ano the r  
s ince  colonial  times. Dutch, Belgian, I ta l ian  and  non-  
r e s iden t  French firms also pa r t i c ipa te  to a re la t ive ly  
small  ex ten t  in t ender ing  because  the  chances of suc- 
cess are es t imated  to be  low. 
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Table 2 shows that almost 80~ of bids originate 
from local firms. On the other hand, the percentage 
of bids by European, i.e. non-resident firms (about 10%) 
corresponds to the percentage of projects valued at 

TABLE 2. 

European Development Fund 
Tendering and Contracts Awarded, by Resident and 

Non-resident Firms 
Position at Dec. 31, 1965 

No. of 

Bids Cont rac t s  
A w a r d e d  

N o n - r e s i d e n t  F i r m s  
French f i rms  44 51 
G e r m a n  f i rms  33 3 
Dutch f i rms  13 3z 
I ta l ian  f i rms  77 173 
Belg ian  f i rms  20 0 
L u x e m b u r g  f i rms  0 0 

To ta l  187 28 

R e s i d e n t  F i r m s  
Local  f i rms  554 183 
F i rms  from A s s o c i a t e d  Count r i e s  130 30 
French f i rms  611 143 
Dutch f i rms  13 2 
I t a l i an  f i rms  1 O 
Belg ian  f i rms  24 5 

Tota l  1,333 283 

Groups  of  f i rms 160 48 

Tota l  1,280 439 

1 Al l  5 con t rac t s  in  French Z o n e ;  2 Al l  3 contracts  in Dutch Zone;  
s two  of  t h e s e  contrac t s  in  I t a l i an  Zone.  

ove r  DM 10 mill ion.  This  is a conf i rmat ion  t ha t  the 
l a t te r  f igure  can  be  cons ide red  as an  ind ica to r  for 
the  lower  l imit  of bu i ld ing  con t r ac t  va lues  at  which 
European  con t rac to r s  become  in teres ted .  

The  s i tua t ion  becomes  e v e n  more  c lea r  w h e n  we 
cons ider  bid pa r t i c ipa t ion  in ind iv idua l  zones  (Table 3). 
The  chances of be ing  a w a r d e d  bui ld ing  con t rac t s  in  
a "foreign" t e r r i t o ry  a re  equa l ly  smal l  for all  firms. 
French firms, which a re  v e r y  successful  in the i r  own  
"French z o n e ' ,  pa r t i c ipa te  p rac t i ca l ly  no t  at  all  in  the  
compet i t ion  in the  I ta l ian,  Belgian and  Dutch zones.  
On ly  one  French firm pu t  in a bid for a con t rac t  out- 
s ide the  "French z o n e ' ,  i.e. in the  Dutch zone. 

Firms often feel t ha t  t he i r  chances  of be ing  awarded 
a con t rac t  are  p rac t i ca l ly  nil. For  this  reason,  t h e y  do 
not  e v e n  tender .  Fi rms m a k e  up the i r  mind  abou t  
w h e t h e r  to bid on the  bas is  of the  "success  q u o t i e n t ' .  
This is the  ra t io  b e t w e e n  bids made  and  con t rac t s  
awarded.  

Table  2 shows t ha t  non - r e s iden t  firms had  made  a 
to ta l  of 187 bids  up to end-1965 and  had  b e e n  awarded 
28 contracts .  Thus  non - r e s iden t  firms were  successful  
in one  bid in seven ,  on an  average .  If i t  is also t a k e n  
into cons idera t ion  t ha t  10 of these  28 successes  b y  
non- re s iden t  f irms w e r e  wi th in  the i r  ow n  "zones of 
inf luence" ,  the  ra t io  de te r iora tes ,  as do the  chances  
of success  for firms outs ide  the i r  own  zones.  

Vice  versa ,  r e s iden t  firms pu t  in a to ta l  of 1,333 bids  
and  were  awarded  363 contracts .  Thus  t h e y  were  suc- 

cessful  wi th  e v e r y  th i rd  to fourth  bid. The  bes t  r ecord  
of success  is he ld  b y  ind igenous  firms, which we re  
successful  on e v e r y  th i rd  bid. The  wors t  r ecord  is 
tha t  of non- re s iden t  Belgian firms, which m a d e  20 bids  
w i thou t  be ing  a w a r d e d  a s ingle  contract .  For  G e r m a n  
firms, the  comparab le  f igures are  3 con t rac t s  to 33 
bids and  for non- re s iden t  French firms 5 con t rac t s  to 
44 bids. 

Prospects of Success Are Slight 

These  f igures  speak  vo lumes :  t he  prospec ts  of suc- 
cess for a I I non - r e s iden t  European  firms ( including 
non- re s iden t  French firms) a re  pa r t i cu la r ly  small.  For  
this  reason,  firms are  r e luc t an t  to r i sk  the  cost  and  
expense  i nvo lved  in mak ing  bids  and  m a k e  r e l a t ive ly  
few tenders .  I t  is the re fo re  i l logical  to asc r ibe  the  
lack of success  of G e r m a n  cons t ruc t ion  compan ies  
wi th  the  European  D e v e l o p m e n t  Fund  to the i r  low 
leve l  of par t ic ipa t ion .  The  causa t ion  is p rec i se ly  the  
opposi te .  Par t ic ipa t ion  in t ende r ing  is low because  
the  chances  of success  are  so slight.  

Branches Do not Pay 

All these  f indings po in t  to a logical  deduct ion:  Ger-  
man  cons t ruc t ion  f irms need  to ins ta l l  t h e m s e l v e s  on  
the  spot, i.e. t h e y  mus t  se t  up branches ,  subsidiar ies ,  
etc., in  EEC-associated countr ies .  But if the  rea l  op- 

TABLE 3 

European Development Fund 
Participation in Tendering and Contracts Awarded, 

by Zones 
Position at Dec. 31, 1965 

No. of  

Con t rac t s  
Bids A w a r d e d  

F r e n c h  Z o n e  
French f i rms,  incl. local  f i rms  and  
f i rms  f rom A s s o c i a t e d  Count r ies  1230 337 
G e r m a n  f i rms 31 3 
Dutch f i rms  8 0 
I t a l i an  f i rms  57 12 
Belg ian  f i rms 20 0 
Groups  of f i rms (in a lmos t  e v e r y  
c a s e  wi th  pa r t i c ipa t ion  of French 
and local  f i rms) 152 44 

Tota l  1498 396 

I t a l i a n  Z o n e  
I t a l i an  and  local  f i rms 6 2 

Tota l  8 2 

B e l g i a n  Z o n e  
Belg ian  f i rms  (incl. local  f i rms 
and g r o u p s  of f i rms  w i t h  
Belg ian  par t ic ipa t ion)  71 18 
I ta l ian  f i rms  15 3 
Dutch f i rms  1 0 

Total 87 21 

D u t c h  Z o n e  
Dutch f i rms (incl. local  f i rms,  
f i rms f rom A s s o c i a t e d  Count r ies  and 
groups  of f irms w h e r e  Dutch 
f i rms  par t ic ipa te )  85 20 
G e r m a n  f i rms  2 0 
French f i rms 1 0 
I t a l i an  f i rms 1 0 

Total  89 20 
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por tuni t ies  for mak ing  such decis ions  are  examined  
in more  detail ,  some v e r y  difficult  p rob lems  are  
immedia te ly  encounte red .  

To beg in  wi th  the  pecu l ia r i t i e s  of cons t ruc t ion  work  
compared  wi th  de l i ve r ing  goods, are  inhibi t ing.  It is 
sens ib le  for a m a n u f a c t u r e r  to h a v e  a branch  if h e  is 
looking  for the  most  f avourab l e  loca l i ty  for his  
factory,  cons ide red  cost-wise.  Cons t ruc t ion  work,  
however ,  is con t inua l ly  be ing  d o n e  in  n e w  places .  
W h e r e a s  a manu fa c t u r e r  finds h imsel f  a t  an  advan-  
tage  w h e n  his  fac tory  is b r ough t  n e a r e r  to  the  marke t ,  
a cons t ruc t ion  m a r k e t  can  equa l ly  wel l  be  se rv iced  
from a cons iderab le  d is tance ,  unless  the  m a r k e t  is to 
be  opened  up in the  same w ay  as a domest ic  market .  
This  is no t  the  case  for no rma l  cons t ruc t ion  work  
abroad,  s ince it is d i rec ted  so le ly  at  impor tan t ,  tech- 
n ica l ly  in te res t ing  projects .  The  Assoc ia t ed  Sta tes  
used  to be  French depar tements .  For  th is  reason,  t h e y  
were  domes t ic  t e r r i to ry  for French cons t ruc t ion  firms. 
This  is the  on ly  exp lana t ion  for the  m a n y  b ranches  of 
French cons t ruc t ion  firms which exis t  in Africa.  

In the  res t  of the  wor ld  one can  look a long w a y  for 
b ranches  of French cons t ruc t ion  firms. A nd  it  does  
not  fol low from the  fact  tha t  the  French are  r e s iden t  
tha t  G e r m a n  firms should  also be  r e c o m m e n d e d  to 
ins ta l l  t hemse lves  in the  locali ty.  This  is no  advan-  
tage. Fur the rmore - - -where  a marke t  is r ea l ly  to be  
opened  up as a domest ic  m a r k e t - - a  cons t ruc t ion  firm 
can on ly  suppor t  a b ranch  f inanc ia l ly  if th is  grows 
from a cons t ruc t ion  site. It is thus  a p rob lem of get- 
t ing a first  contract .  This  c a n n o t  be  a c q u i r e d - - a s  is 
so of ten r ecommended  b y  we l l -mean ing  people---at  a 
loss. In such a case  i t  would  not  be  able  to bea r  t he  
cost of se t t ing  up a branch.  

Unfavourable Market SltuaUon 

Secondly, however ,  the market  s i tuat ion in the rel- 
evant  countr ies is of decis ive importance. I f  neces- 
sary, a manufac tu r e r  can  work  at  a loss for a ce r ta in  
per iod  in o rder  to win  a marke t .  But in the  cons t ruc-  
t ion bus iness  the  whole  b ranch  is idle if i t  has  no 
contracts .  Thus,  i n v e s t m e n t  in a p e r m a n e n t  b ranch  
can  on ly  be  jus t i f ied  from the  bus iness  po in t  of v i ew  
w h e n  the re  is a r ecogn isab le  chance  of ob ta in ing  
fol low-up contracts .  In a lmost  all Assoc ia t ed  Coun-  
tries, t he  chances  of such con t rac t s  are  v e r y  slight.  
For one thing,  th is  is due  to the  fact  tha t  in m a n y  

Af r i can  count r ies  t he re  is a h igh  ra t io  of supply;  in 
some of the  assoc ia ted  coun t r i es  surplus  capac i ty  is 
runn ing  at  abou t  30 % and  in ce r t a in  count r ies  it e v e n  
touches  5 0 % .  For another ,  t he  f inanc ia l  resources  
which are  made  ava i l ab le  to such coun t r i es  for devel -  
opmen t  pro jec t s  are  v e r y  l imited.  

It is wel l  k n o w n  tha t  ce r t a in  " res iden t"  firms h a v e  
long b e e n  e n d e a v o u r i n g  to l iqu ida te  t he i r  branches  
in Assoc ia t ed  Countr ies .  I t  is s igni f icant  he re  t ha t  the  
French Capi ta l  Ass i s t ance  Fund (FAC = Fonds d 'Aide  
et de Coop6rat ion)  reduces  from y e a r  to y e a r  its 
con t r ibu t ions  to ex-colonia l  ter r i tor ies .  This  means  
tha t  the  ma in  source  of f inance  for t he  large  n u m b e r  
of bu i ld ing  con t rac t s  comple ted  in the  pas t  has  b e e n  
w i t h d r a w n  from res iden t  firms. Why ,  therefore ,  
shou ld  G e r m a n  cons t ruc t ion  firms es tab l i sh  b ranches  
in p laces  w h e r e  o the r  firms are  abandon ing  them be- 
cause  of the  m a r k e t  s i tuat ionr  

A Political Solution is Essential 

There is no real competition nowadays inside the 
European Development Fund. Competition could only 
develop when those non-resident firms which had 
previously been at a disadvantage were enabled to gain 
a foothold in the Associated Countries. Proposals have 
been made about this. But it is still thought impos- 
sible for the many obstacles to be overcome. To begin 
with, t he re  a re  the  p rov i s ions  of the  EEC Trea t ies  
and  the  Assoc ia t ion  Agreement ,  which d e m a n d  tha t  
all b idders  sha l l  fo rmal ly  r ece ive  equa l  t rea tment .  
However ,  it is of ten ove r looked  tha t  today,  a l t hough  
such t r ea tmen t  is f o r m a l l y  e q u i t a b l e ,  in  p rac t i ce  
t he re  is cons iderab le  d i s c r i m i n a t i o n. These  dis- 
c r imina t ions  are  publ ic  to a ce r ta in  ex ten t ,  bu t  canno t  
be  proved.  On the  o ther  hand,  ce r ta in  pol i t ical  consid-  
e ra t ions  mus t  no t  be  ignored.  This  concerns  not  on ly  
the  re la t ionsh ips  of the  EEC m e m b e r  Sta tes  among  
themse lves ,  bu t  also the i r  r e la t ionsh ips  wi th  Asso-  
c ia ted  States.  The re  is hes i ta t ion  about  amend ing  the  
v e r y  va r i ed  Af r i can  p rov i s ions  b e c a u s e  " any  in ter -  
ven t i on  in the  legal  and  admin i s t r a t i ve  p rov i s ions  of 
the  Assoc ia t ed  Sta tes  could h a v e  un fo r tuna te  pol i t ical  
effects".  

The problems have been recognised in general, and 
people are convinced that something will have to be 
done. Probably, however, it will only be possible to 
solve this problem on a political level. 

e s t a b l i s h e d  1 8 7 9  
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