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DEVELOPMENT SPECTRUM

German Bilateral Capital Aid to
Asia: The lion’s share of German
bilateral capital aid went to
Asian developing countries. DM
10.95 bn or 53.2 p.c., respecti-
vely, of capital aid promises
totaling DM 20.59 bn between
1960/61 and December 31,1973,
were given Asian LDCs, follow-
ed by Africa, with 22.8 p.c,
Europe with 14.3 p.c. and Latin
America with 9.7 p.c.

Although the newly formulated
development policy concept pro-
vides for a shift in emphasis
regarding capital aid promises,
in 1973, too, Asia is clearly head-
ing the list with 43.3 p.c. (—2
p.c. vis-a-vis 1972), followed by
Africa (38.4 p.c.), Latin America
(12.6 p.c.), and Europe (5.7 p.c.).
Since in 1973 German capital
aid promises could be consider-
ably increased as compared with
the preceding year, the Asian
developing countries with DM
897 mn received even more aid
in absolute terms than in 1972
(DM 752 mn). The conditions for
the allocation of funds could
also be improved in 1973. The
average credit conditions are a
period to run of 32 years (1972:
31.3 years), 9.4 years free of
redemption (1972: 9 years) and
an interest rate of 2.07 p.c.
(1972: 2.18 p.c.).

Participation in Thailand’s De-
velopment Bank: “Deutsche Ge-
sellschaft fiir wirtschaftliche Zu-
sammenarbeit”: DEG (German
Association for Economic Co-
operation) has contributed DM
500,000 to the capital stock of
Thailand’s development bank,
Industrial Finance Corporation
of Thailand (IFCT), Bangkok.
The DEG’s share in the capital
stock of IFCT amounts to 2.3 p.c.
IFCT promotes investments in
Thailand by cooperating in the
foundation, extension and mod-
ernisation of industrial enter-
prises.

During the past years DEG in-
tensified considerably its engage-
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ment in development banks in
the Third World. At present DEG
participates in 11 development
banks, i.e. in 2 supra-regional
financing institutes for industrial
investments in Africa and Latin
America as well as in 9 local
development banks in Tunisia,
Ivory Coast, Gabun, Tanzania,
Kenya, Uganda, Niger and Thai-
land. The local as well as the
supra-regional  establishments
are to contribute to a better mo-
bilisation of domestic funds.
Moreover, these institutes, which
are well versed in local condi-
tions, are to promote a sensible
utilisation of funds.

Industrial Zone Western Java
Being Established: The building
up of an industrial complex
within the triangle Cilegon-
Anyer-Merak about 115 kilome-
tres from Jakarta creates an-
other basis for Indonesia’s in-
dustrialisation. The capital em-
ployment of about DM 1.0 bn is
exceptionally large for Indone-
sian conditions. The financing is
the responsibility of an interna-
tional syndicate, which covers
its risks by guarantees of the
mineral oil company Pertamina
via Indonesian banks. German
enterprises will play a conspic-
uous part in the realisation of
this project. The construction of
an iron and steel works will be
accomplished by a joint venture
of Ferrostaal AG, Essen, with
the Indonesian state-owned en-
terprise Krakatou Steel. The cap-
ital expenditure will amount to
DM 128.5 mn. Moreover, German
firms are contributing consider-
ably to the infrastructure of the
developing industrial zone. Sie-
mens AG will build a power sta-
tion and a power distribution
network. Kléckner & Co, Duis-
burg, has been commissioned
with the building of a new deep-
sea harbour. According to Indo-
nesian sources the total value of
the orders booked by Siemens
and Kidckner exceeds a sum of
DM 600 mn.

Capital Aid for Indonesia: The
Federal Republic of Germany
will provide for Indonesia cred-
its within the scope of its cap-
ital aid, which will total up to
approx. the previous year's level
of DM 160 mn. These credits
have a period to run of 30 years,
yield 2 p.c. interest and in the
first ten years there will be no
redemption. Corresponding to
its development policy concept
the Federal Government will ad-
just its aid measures to the tar-
gets of the Indonesian five-year
plan and give the benefit of this
aid above all to those population
groups, that hitherto were least
favoured by economic develop-
ment.

Annual Meeting of the German
Indonesian Economic Assocla-
tion: At the 4th Annual Meeting
of the German-Indonesian Eco-
nomic Association in Jakarta the
Indonesian Minister of Trade,
Rodius Prawiro, as well as the
German ambassador accredited
to the Indonesian Government,
Dr Kurt Miller, confirmed the
excellent relations between the
two countries. The Minister em-
phasised in particular the West
German support of Indonesian
interests in the European Com-
munity and other international
organisations and stated his ho-
pe that in future German private
business will engage itself more
i indonesia, Ambassador Dr
Kurt Miller stressed inter alia
that this anticipation is not un-
founded, for in German econom-
ic quarters he found a new
and diversified interest in Indo-
nesia and a remarkable readi-
ness for a stronger engagement
there.

Unsatisfactory German Invest-
ments In South Korea: On the
occasion of his journey through
a number of European countries
the South Korean Vice-Prime
Minister, Tai Wan Son, talked
with 22 German entrepreneurs,
who are interested in direct in-
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vestments in this developing
country. He was accompanied
by leading representatives of the
South Korean economy. The Fed-
eral Government, represented
by the State-Secretary in the
Federal Ministry for Economic
Cooperation, Karlheinz Sohn,
promised the Korean delegation
German capital aid amounting
to DM 30 mn. These funds are
to be mainly employed for the
development of agriculture.
Moreover, the financing of a tele-
communications project valuing
DM 22 mn was discussed.

Hitherto German industry has
refrained very much from in-
vesting directly in South Korea,
although the South Koreans are
particularly interested in joint
ventures, know-how agreements
and individual contracts. So far,
however, only the US and Ja-
pan have made use of the in-
vestment opportunities offered.
German industry — the volume
of its investments in South Ko-
rea reached no more than about
$ 86 mn during the last 15
years — is now running the risk
of being surrounded by Scandi-
navian enterprises even.

Against this background the
negotiations of the South Ko-
rean Vice-Prime Minister are
gaining a considerable impor-
tance. His reference to the grow-
ing economic and political sta-
bility of his country should con-
tribute to increasing German in-
dustry’s interest in investment
projects in South Korea.

Investment Promotion Agree-
ment with Singapore: The In-
vestment Promotion Agreement
between the Federal Republic
and Singapore has been ratified
by the proper quarters. It is the
purpose of this agreement to
provide satisfactory legal aid for
investments of German private
capital in Singapore. From West
Germany’s point of view Singa-
pore has recently gained a con-
siderably higher importance as
country of investment. In the
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past 18 months alone the vol-
ume of German capital invest-
ment increased to about DM 90
mn and has thus trebled. With
that Singapore holds the fifth
place as country of investment
in Asia behind Israel, Japan, In-
dia and Iran. The Agreement
guarantees the German investor
treatment in the same way as
residents as well as most-fa-
voured nation treatment vis-a-vis
investors from third countries.
It protects his property and guar-
antees the transfer of capital,
earnings and liquidation pro-
ceeds. Moreover, an investment
protection agreement is gener-
ally the prerequisite to the Fed-
eral Government's granting of
capital investment guarantees
for the country involved.

Investment Opportunities In
India: A delegation of leading
Indian industrialists, while visi-
ting the Federal Republic invit-
ed by the Association of Ger-
man Chambers of industry and
Commerce, informed themselves
on investment chances in India.
The main purpose of this visit
was to prepare the ground for
talks with German investors,
who intend to participate in
German-Indian joint ventures.
India is mainly interested in the
establishing of sophisticated and
export oriented joint ventures,
as e.g. in the electro-technical
and electronic industries as
well as the chemical (excluding
fertilizers) and pharmaceutical
industries. The total list compris-
es 120 manufacturing branches
where participations are wel-
come. At present there exist 344
projects of German-Indian co-
operation in India.

German-Chinese Cooperation:
The Federal Government advo-
cates a scientific-technological
cooperation with the People’s
Republic of China. In this con-
nection it was emphasised that
the preparations of concrete co-
operation first require the for-
mulation of research and devel-
opment probiems interesting

both partners, which is to be
achieved through the exchange
of expert delegations. After the
visit of a Chinese expert delega-
tion already at the end of 1972,
a larger delegation has been
officially invited, which is to ob-
tain a general survey of co-
operation opportunities.

Although the exchange of in-
formation between the Federal
Republic and the People’s Re-
public of China is not yet a con-
crete one, new agreements in
the case of joint projects show
some progress in cooperation.
One example for that is the
agreement on the supply of
equipments for a rolling-mill of
a total value of DM 500 mn,
which was signed in Peking on
March 27, 1974.

This rolling-mill will be built
by a German consortium in Wu-
han on the Jangtse-river. It is
to be delivered within 13 to 33
months and to begin operations
in 1977. The consortium supplies
also the know-how and licences
for the operation and mainte-
nance of the mill.

Town Rehabilitation in Nepal:
West Germany will contribute to
the rehabilitation of Bhaktapur,
one of Nepal’s three royal towns.
This is the result of discussions
between a Nepalese government
delegation and the Federal Min-
istry for Economic Cooperation.

Bhaktapur numbering 40,000
inhabitants has a population
density similar to that of Kal-
kutta, Within the framework of
this development project above
all the sewerage system is to be
repaired, additional jobs for the
population are to be created and
housing conditions shall be im-
proved. The first German experts
for this project will leave the
Federal Republic this July.

Compiled by the Department on
Development Policies of the
Hamburg Institute for Interna-
tional Economics.
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