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)) The human sympathy or
everybody who is 'for' the
developing countries does that
person honour, but it obscures
the fact that the rich countries
h ave con s i d e rabl e self- i nte rest
in a smoothly proceeding
emancipation of the Third
wortd.r)

Them Gamani Corea, Secretary-General of
UNCTAD, in the business newspaper
"Handelsblatt", Diisseldorf (Dec. 31 , 1980).

Minister for Economic Co-operation Rainer Offergeld visited Niger at the start of 1981 . Here
he confers with Niger's Agriculture Minister Brab Mabamane.
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Safeguarding

The

IndeBendence

Of the

Third World

From the address of Minister of
Finance Hans Matthtifer to the
Bundestag on introducing the 1981
budget (January 23, 1981)

All the OECD countries together ran up
a balance-of-services deficit of 73,000
million dollars in 1980, the oil-importing
developing countries one of 50,000
million. Naturally every single industrial-
ized or developing country could take
drastic short-term measures to get rid of
its deficit, by ruthless cutting down on
imporls and an aggressive export offen-
sive. But that, instead of bringing about
the desired result, would worsen the
worldwide economic difficulties.

For developing countries that haven't
enough other sources of energy, it is far
and away the hardest to finance these
deficits. Nevertheless the right thing for
them is to invest more-despite much
less capital at hanGso as to develop
new sources of energy and to econo-
mize on energy. For only that way can
they break out of the vicious circle of
rising energy prices and growing defi-
cits.

What is more, it's in our interest, too, that
developing countries should invest more
so as to get more independent of oil
imports, because this investment
provides us with export possibilities. lf
we advise the poorest, the most
indebted developing countries, without
currency reserves and with scant export
possibilities as well-if we advise such
countries, despite their deficit, which is
higher and harder to finance than ours,
to import (for example, by way of the
World Bank) still more capital-giving
such advice, only then are we in a posi-
tion to be able to judge our own deficit
more correctly, and to avoid jumping to
over-simplified conclusions.

The Price of Petrol
As an Aspect

The departing president of the World
Bank, Robed McNamara, said, rightly,
about that situation: "lt's not only a
matter of getting the balance of
payments back into balance; the deci-
sive thing is to achieve this balance
with the greatest possible economic
growth."

Gompared with 1978, the last oil-price
rise burdens the oil-importing develop-
ing countries with a sum that is higher
than the Federal Republic of Germany's
entire public development aid. Here we
have the key world problem as the 20th
century ends-a problem whose dimen-
sions far exceed individual countries'
possibilities of finding solutions. The
world over, new forms of teamwork are
required to make possible a turn for the
better. As important as bilateral and
multilateral development aid from the
industrialized countries is going to conti-
nue to be so as to make possible the
evolution of productive forces in the
Third WorlGamong them, the most
important productive power being the
working power of people-this aid alone
is simply not going to suffice.

How is the developing countries'
balance-of-services deficit to be
financed? Additional capital transfers to
be made possible, especially for invest-
ment in energy? Technical know-how to
be mobilized? Economic growth brought
about? All that can only work out if
industrialized, oil-Producing and deve-
loping countries merge their energies in
a new, joint effort. . .

It would be a great gain for the discus-
sion of financial and economic policy if
we could gat away from all-too-simple
clich6s. Our economic problems, like
those of our European partners and the
United States-and especially those of

the oil-importing developing coun-
tries-don't lend themselves to ready-
made solutions...

It is greatly to our interest if the balance-
of-payments deficits everywhere in the
world remain financable; if things do not
come to major reductions of import
capabilities in industrialized countries or
in oil-importing developing countries. So
it's not only a matter of being very deter-
mined about the long-range reduction of
our own deficit, and moving towards
that goal even by taking unpopular
measures. We have also to take note of
the fact that it's of little use to us if we
make it still harder for other countries to
cope with their deficits...

Expected Help
From Investments

ln the cases of most of the industrialized
and developing countries, the higher oil
bill is draining away purchasing power.
Sooner or later, accordingly, there has to
be abstention from consuming. With us,
this needn't mean, however, that to the
same extent our country's economic
activity will fall off. The transitional solu-
tion can only be that the withdrawn
purchasing power flows back again and
is invested, whetherthrough direct parti-
cipation in enterprise or via banks and
credits . . .

How have the industrialized countries
earned their high standard of living,
dizzyingly high in comparison with that
of the people of the Third World? The
industrialized economies have done this
largely through the high productivity of
their labour, by having technologies
available, by organizational ability, by
the quailifications, the performance and
the diligence of their employees; and
through their better infrastructures. Only
to the degree to which we manage
further to develop our technologies, and
to use them productively together with
the available worldwide investment
capital can we provide long-range insur-
ance for our employment and income
here at home. . .

l

il



Supported by a capable and competitive
economy whose structural transforma-
tion we promote, an economy that
enables us to create new jobs, to guar-
antee humane working conditions, to
provide better environmental protection,
and gradually to foste.r the further devel-
opment of social security, justice, equal
chances for all, we shall

- make our contribution to keeping
world peace and freedom;

- strengthen the friendship between the
German and the American people;

- further expand the European Com-
munity as an indispensable founda-
tion lor peace, freedom, social and
economic progress;

- help to ensure the long-range econ-
omic, political and cultural indepen-
dence of the people of the Third World,
to strengthen democratic forces of
reform and to reject any etforts
towards domination;

- together with our alliance partners
work towards a stable military equilib-
rium at the lowest possible level so
that the burden of armament
costs-not least to the benefit of devel-
opment aiilwill be reduced...

Towards

A North-

South

Farm Policy

Here is a message to foreign jour-
nalists at lnternatlonal Green Week
in Berlin (West) Jan. 24, 1981, from
the State Secretary of the Federal
Ministry for Food, Agriculture and
Forestry, Hans-Jiirgen Rohr:

We hope discussions in the United
Nations increasingly will turn the atten-
tion of the North-South dialogue to the
solution of specific tasks. On the one
hand, this is a matter of help for a cate-
gory or group of countries that as so-

called "threshold countries" or "take-of
countries"-on the threshold of develop-
ing varied exports and industrializing
their economies-already have been able
to achieve notable economic success.
Today with their offers of agrarian
products-raw materials or processed
goods-they are at the borders of the
European Community, and are storming
towards these EC markets. We have a
readiness to help these countries, under
the principle of liberal trade, open to the
world. Despite serious market problems
of our own, we keep looking for ways by
which farm products from these coun-
tries can also be imported into the Euro-
pean Community.

These efforts to a considerable degree
have paid off: The EC's importation of
competing farm products or their subsi-
tutes from developing countries (other
than OPEC countries) has actually risen
in recent years, so that now, at about 1 4
percent of the European Community's
imports of farm produce and related
goods, it has reached a high level. True,
it may not be easy, now that the Com-
munity is being extended to the South
(to include Greece, Spain and Portugal),
and in view of other important farm-
policy goals, constantly to maintain this
volume of trade with third countries. But
still we are trying to further liberalize
access to the Common Market for farm
products. Here a relevant step is to
implement in commercial practice the
points that GATT has agreed upon.
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Food for the Poorest

On the other hand, there is also the
matter of help with the problems of the
Third World's least-developed countries
(LLDC's). Here, as one measure of help,
we are constantly prepared to alleviate
emergencies caused by suddenly devel-
oping bottlenecks in food supply.
Secondly, we continue to try, together
with other developed industrialized
countries, to work out a comprehenshle
concept of support for this group of
countries within the framework of the
North-South dialogue, and to get that
concept into operation. We seek a long-
range concept that provides help while
introducing or continuing to foster a self-
supporting economic development in
these countries.

There are various ways leading to this
goal. They range from the integrated-
raw-materials policy and trade agree-
ments allthe wayto U.N. global negotia-
tions including on food aid.

of their raw materials, as well as in their
efforts to diversify their range of
products . . .

Within the EC's general system of pref-
erential tariffs for developing countries,
which was revised and broadened in
1980, and which in 1981 is entering its
second decade of operations, we have
been able to make improvements in
regard to a total of 46 items of trade in
the farm-products area. Doing so, we
had special regard for the delivery
possibilities of the least-developed
countries. Thus the number of farm
products that can be imported into the
European Community from developing
countries not associated with the EC
without quantitative restrictions and
either tariff-free or at a reduced taritf has
risen to 311.

We welcome the fact that the 1 1th
General Assembly of the U.N.
succeeded in reaching agreement on
the text of a new international develop-
ment strategy for the 1980s. We hope
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ln the implementation of the integrated-
raw-materials programme demanded by
the developing countries considerable
progress recently has been made. The
negotiations on the Common Fund have
been successfully completed. We hope
this fund can start operating this year
still. That would considerably facilitate
and insure the financing of storage
measures within the framework of raw-
materials agreements. Additionally, raw-
materials-producing developing coun-
tries will be able to get support in the
exploitation, processing and marketing

its-in paft very ambitious-goals will be
attained as far as possible. For our part,
we shall not slacken in our efforts to
make this hope come true.

However, there is an important contribu-
tion required from the developing coun-
tries that are in need of aid. These coun-
tries will need political determination
and a maximum readiness to make
redoubled efforts of their own, so that
success can come fast and be assured
as a long-term gain.

Extensive expectations are being linked
with the soon-to-begin U.N. global nego-
tiations. These talks offer a good oppor-
tunity to discuss a wide range of import-
ant topics. Major efforts will be needed
from all sides if in the complex problem
areas of farm trade, development, raw
materials, currency and finances we are
to achieve the hoped-for progress . . .
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Five

Development

Policy

Challenges

Speech by Minister for Economic
Co-operation Rainer Offergeld in
the Bundestag on Jan.28, 1981

Since 1950 the population of the devel-
oping countrie*ras soared from around
1,600 million to about 3,200 million. The
successes of development policy in this
period are impressive:

- The per-capita income in the develop-
ing countries has almost doubled.

- The average life expectancy in the
poorer developing countries has risen
from 35 to 50 years.

- The proportion of adults in the Third
World who can read and write has
climbed from 30 to 50 per cent.

True, these average figures obscure
major differences among developing
countries and considerable disparities
in individual countries. Nevertheless,
this fact is beyond question: For many
people in the developing countries the
conditions of life have noticeably
improved.

Although recent decades have brought
the developing countries a degree of
progress unparalleled in human history,
the Third World today faces menacing
problems:

- There are still800 million people living
in absolute poverty. They lack the
barest essentials of existence.

- The total population of the developing
countries is growing annually by about
65 million.

- With the unemployment quota already
high in the Third World, year by year
some 25 million additional people are
looking for a job.

- Agricultural production in many devel-
oping countries is growing more
slowly than the population; in some
countries farm production is actually
falling off.

- The population pressure in many
countries is leading to extensive use
of natural resources and to ecologi-
cally ruinous practices. Every year an
area half the size of the Federal Re-
public of Germany is being deforested.

- Urbanization is confronting many
developing countries with almost
insurmountable problems: slums,
unemployment and criminality. lt is
foreseen that in 20 years the Third
World will have at least 40 cities with
more than five million inhabitants.

- The great multitude of refugees and
expellees in developing countries has
grown steadily in recent years.

- The development problems of the oil-
importing countries of the Third World
have been brought dramatically to a
head by the recent oil-price explosion.
The developing countries' bill for oil
imports in the past two years has
more than doubled. The rise in the oil
bill in 1979 alone was higher than that
year's entire development aid. By
1980, the developing countries'
indebtedness had reached some 360
billion dollars. Debt-servicing is eating
up an ever-growing proportion of
export revenue. Given the poor world-
wide economic situation, the develop-
ing countries cannot count on higher
export income in the short term. This
means: a fall in national and hence in
per-capita income; more hunger,
poverty and human suffering; social
and political tensions in the Third
World.

All this makes it clear that the tasks
which confront development policy in
the 1980s have by no means lessened.
lmportant signposts for our future devel-
opment policy are the Brandt Report and
the United Nations lnternational Devel-
opment Strategy for the Third Develop-
ment Decade.

The Third World's situation can only be
noticeably improved if there is interna-
tional success in the coming years in
steering- towards the following five
goals:

1. There needs to be a revival of econ-
omic activity in the industrialized coun-
tries. ln view of the close economic inter-
connection between North and South,
such a revival will also have positive
effects on the developing countries.

2. For the developing countries it is a
matter of their survival that the oil rev-
enues be recycled. Here the OPEC
countries shoulder a major responsibil-
itv.

3. All protectionist efforts must be
unequivocally rejected. Restrictions on
world trade would magnify rather than
resolve the world economy's structural
problems.

4. The many unused energy sources in
developing countries must be tapped;
these countries' dependence on oil
must be reduced.

5. EveMhing has got to be done to
prevent a fall-off of worldwide develop-
ment aid. lt is necessary to point out time
and again that the Eastern industrialized
countries, too, have a responsibility to
bear in this respect.



The basic tenets of development policy
approved by the Government in Bonn in
July 1980 are the mainstays of the
Federal Republic of Germany's develop-
ment policy.

We want our development policy to
promote the self-reliance and the politi-
cal independence of the countries of the
Third World.

The developing countries need to inten-
sify their own efforts. Structures that
hinder development must be removed.

We shallfurther increase our aid to the
poorest countries. We shall lay pafiicu-
lar weight on the promotion of rural
development so as to combat hunger; of
conventional and inexhaustible sources
of energy so as to reduce the developing
countries' dependence on oil. We shall
pay attention to maintaining the ecologi-
cal equilibrium so as to avoid erosion
and the further build-up of desert
wastes.

ln 1981 again our development budget
will increase disproportionately.') This
will be the trend throughout the period
covered by our medium-range financial
planning.

The share of technical co-operation in
our overall aid is going to rise in the
years ahead. Accordingly, the authoriz-
ations to commit funds for this bilateral
technical co-operation are being
increased in 1981 by almost 16 per cent.
ln this way we want to make a decisive
contribution to coping with the shortage
of specialists, which is a major
hindrance to development.

From this it is clear that the new budget
of the Ministry for Economic Co-oper-
ation is in no sense a budget of resigna-
tion.

According to Chinese philosophy, the
concept "crisis" has two aspects: the
danger it presents and the chance it
offers.

There is still the chance of avoiding the
massive dangers threatening the
process of development in the Third
World, and thus threatening world
peace. We have pointed our German
development policy in the right direction.
Now, as always with policies designed
to promote the Third World's develop-
ment, what is needed is plenty of
patience.

') While the overall 1 981 budget will rncrease by 5
per cent, funds for development aid will be 10 per
cent higher, i.e. more than double the rate of
increase for the national budget.

Talking to journalists in
Bonn, January l2r l98l,
Minister for Economic Co-
operation Rainer Offergeld
commented on a study by
the World Economic
Institute in Hambury
([IWWA) on private invest-
ment in developing
counfiies which had been
commissioned by his
Ministry

For years there have been heated
debates on the matter of private invest-
ment in the developing coun-
tries-debates or, as was sometimes
nearer the truth, crusades for this or that
cause, ln commissioning this research
project, we wanted to establish a foun-
dation for empirical study of the topic.
One has to be clear about one thing:
private investment is not development
aid: consideration always has to be
given to the benefits for both sides.
There is surely going to be no private
investment in a developing country if the
project doesn't promise considerable
benefits to the investor, too.

This HWWA study looks at the instru-
ment of private investment from highly
differentiated perspectives-without
one-sidedly either glorifying or
condemning such investment. The study
considers the etfects of private invest-
ment on various economic factors-for
example, on employment. The etfects on
employment are evaluated as being on
the whole, but by no means ovenvhelm-
ingly, positive. lt is found that the effect
of a private investment, seen in isolation,
on the balance of payments is apt to be
negative; that the developing country's
loss of revenue is likely to be higher,
within this context, than the inflow. But if
you consider the broader effects of
import substitution or of diversification
of exports, then the effects on the
balance of payments are quite positive.
The study examines the effects on
growth and mentions a negative aspect:
that private investments nearly always
take place in heavily populated areas
and thus encourage migration to these
congested areas and the growth of
slums in the developing countries. That
is, there definitely are private invest-
ments with negative etfects, investment
projects which the developing countries
need to examine very closely.

On the whole, the study concludes that
there can be no unqualified glorification
and also no unqualified condemnation of
private investment. The conclusion is
that if private investment donetails with
a developing country's sectoral situ-
ation, if the investment is made at the
right place, it can have positive etfects
insofar as the developing country
provides the right conditions. ln other
words, the report concludes that while
private investment does not uncondi-
tionally and in every case have positive
etfects, it can have them.

I agree with this assessment. The
Government of the Federal Republic of
Germany continues to see in the promo-
tion of private investment in developing
countries a suitable instrument with
which to achieve economic and social
progress for the developing countries.
But the right conditions must be pro-
vided, especially via the host country's
policy. Moreover, we dare not disregard
the danger that large private invest-
ments in some smallerdeveloping coun-
tries could create monopoly situ-
ations-monopoly situations with the
possibility of exerting powerful influ-
ence, not least political influence; a sort
of influence that in some cases can be
disturbing. That is why the private inves-
tor needs to have an intuitive feeling and
a corresponding sense of restraint.



Effects of

Private

Investments

In Developing

Countries

Summary of a study commissioned
by the Government of the Federal
Republic of Germany from the
World Economic Archives in
Hamburg (HWWA)

Private economic co-operation with
developing countries is an integral part
of the Federal Republic of Germany's
development policy. lnvestment in the
form of securities, private credits and
above all direct investments by German
firms in developing countries amounted
in 1978, at DM 9,500 million, to a quite
considerable part-66 %-of the over-all
services by the Federal Republic of
Germany within the framework of its
development co-operation. Direct
investments, accounting for some two-
thirds of the seruices of the private
economy, play an outstanding role.

The German Federal Government
believes that private direct investments
in developing countries not only, seen
from the financial aspect, meaningfully
supplement development aid from public
funds, but also, seen qualitatively,
complete this country's financial and
technical co-operation in the Third

The German chemical branch at work in lndia: the research department of Hoechst Pharma-
ceuticals Ltd. in Bombay.

World. So the Bonn Government
supports private commitments in deve-
loping countries by wide-ranging means.

We expect of private direct investments
in developing countries that they

- channel to those countries long-term
capital,

- transfer technological and entrepre-
neurial know-how,

- help to ditferentiate the host country's
economic structure,

- strengthen export abilities, and

- by expanding working and training
opportunities,

- bring about better living conditions.

We do not, on the other hand, conceal
the fact that these private investments
also serve our own interests. They do so
in such ways as

- the creating of new and the safe-
guarding of existing markets,

- the building-up and expanding of our
raw-material supply,

- making use of export effects as
results of direct investments.

For a long time, political scientists,
economists and practicing business-
men have been arguing bitterly the
question: do or do not the investors and
their home countries' self-interests
exceed the development-policy benefits
that these investments are supposed to
confer on the host countries? Not only
by the East Bloc countries, but in the
developing countries and the Western
industrialized countries as well, criti-

cisrn-in part, extraordinarily strong criti-
cisrn-is uttered (or at least extreme
doubt is expressed) about the suitability
of foreign direct investments as a factor
in development. The criticism and the
doubt place in question, at the same
time, the entire concept of governmental
promotion of such investments by both
industrialized and developing countries.

The championing of and the opposition
to direct investments are reflected in a
large number of controversial examina-
tions of the mode of operations and the
effects of the activity of foreign enter-
prises in developing countries. An over-
due need has been to arrive at an objec-
tive evaluation of the situation behind
the debate, with its strong emotional and
ideological overtones, and the provision
of a summary of the numerous examin-
ations that have been made. According-
ly, the Ministry for Economic Co-opera-
tion has charged the HWWA with a rese-
arch project: the assigned task has been
to evaluate the deluge of literature and
the existing experiences about the
development-policy etfects of private
direct investment in developing coun-
tries.

Problems of Surveying
Direct Investments

ln judging existing examinations of the
over-all economic effects of foreign
direct investments in developing coun-
tries, this phenomenon emerged strik-
ingly: an extraordinarily sensitive corre-
lation between the results of an invest-
igation on the one hand and, on the other



hand, its underlying premises'and the
research methods used. Disregard for
these background circumstances very
often results in erroneous judgements
and contradictions in the evaluation of
direct investments. The results of such
examinations are always conditioned
conclusions. And where premises and
research methods-as often
happens-are not even stated, it is
impossible to judge the value of the
conclusions and to use them as a basis
for extremely questionable politico-
economic decisions,

It is extremely problematic, too, if
aspect$ that are only a part of the whole
are made to serve as the foundation for
an over-all evaluation. For example, in
determini ng balance-of-payment effects
it is not enough simply to analyze the
capital input and outflow-and to leave
entirely out of consideration currency-
saving or currency-earning import or
export effects. That is why one can also
be misled by "analyses" of growth that
take no heed of the effects on preceding
and succeeding parts of the economic
process (linkages).

What aspects are to be included in the
analysis? The answer largely depends
on which implicit assumptions are being
made by the investigation as to the
alternative situation-that is, the answer
depends on what is being assumed for
the event that no direct investments are
made. Today investigations hardly ever
are based on one of the two extreme
assumptions:

- Either foreign investments supple-
ment additively the investments
undertaken by entrepreneurs in the
host country-that is, the foreign
investments supplement local invest-
ment activity; or

- foreign investments replace invest-
ments that othenvise would have
been undertaken by persons in the
developing country-that is, the foreign
investments force indigenous invest-
ments out of the market.

lnstead of one of these extreme posi-
tions, investigators lean towards one of
the numerous variations that exist
between these extreme assumptions,
since so doing gains probability for the
results of the inquiry.

Below are otfered reliably based findings
on direct investments in developing
countries; offered, too, is a kind of
"dominant opinion" about the positive
and negative effects of such invest-
ments.

Extent and Structure
Of Direct Investments
In Developing Countries

At the end of 1975 the over-all total of
foreign direct investments in developing
countries was 75,900 million U.S.
dollars. Fully 88 o/o of these investments
came from the five leading Western
industrialized countries: the United
States, Great Britain, the Federal Re-
public of Germany, Japan and Canada.
The Federal Republic of Germany's
share was only 7.1 o/o

As a place to invest, developing coun-
tries play a subordinate role in the eyes
of industrialized countries. Only 20 to
30 o/o of the total investments abroad go
to developing countries. The Federal
Republic of Germany, with 3O o/o of its
foreign direct investments in developing
countries, is no exception.

Corresponding to the high over-all total
of the American share of foreign invest-
ments, American firms also dominate in
this regard within individual developing
countries, accounting in Mexico, for
example, lor 70 o/o of all direct foreign
investments. ln not a single developing
country does the Federal Republic of
Germany play a leading role as foreign
investor. This country tends to range
among the foreign investors far behind
the U.S., Japan and Britain. The highest
proportion is achieved by the Federal
Republic of Germany, with 12.4 o/o, in
Brazil. This situation reduces the poten-
tial for conflict between German inves-
tors and hobt countries, in regard to the
ever-recurring worry about an over-
alienation and foreign control of a given
economy.

Regional Distribution

Central and South America, with about
50 o/o of the total, are the scene of most
of the investments in developing coun-
tries. ln proportion tothis over-all pattern
is the investment there by German firms
(1977:46.8 o/o).

Two factors determine the regional
points of concentration of direct invest-
ments: geographical proximity, in
conjunction with traditionally close poli-
tico-economic relations; and the size of
the market. Direct investments go
primarily to "threshold" countries
(countries on the eve of becoming
industrialized countries) and to nearby
developing countries. By far the major
part of German direct investments in
developing countries is sales-oriented;
these investments go to countries that
have a relatively large domestic market.

But since the beginning of the 1970s
export-oriented investments have
steadily been becoming more signifi-
cant. Typically, these investments
involve partial relocation of labour-inten-
sive production processes in countries
with low wages. Such investments
represent a special category of procure-
ment-oriented direct investment.

Sectoral Aspects

The branches that invest in developing
countries are not those that are struc-
turally weak. lnstead they are the
branches with average or over-average
growth prospects-often outright
"growth industries".

Direct investments made in developing
countries are largely those of manufac-
turing industry.lnvestors in the Federal
Republic of Germany show preference
for the chemical industry, the electrical-
electronic branch and the transport-
equipment sector. lt emerges that re-
search-intensive and technology-inten-
sive branches prevail-which leads to the
conjecture that direct investments are
undertaken in particular where the de-
veloping countries lack the requisite
know-how.

Because of their knowledge of the
market and their worldwide configura-
tion, multinational concerns do most of
the investing. Recently, too, there have
been increasingly frequent cases of
partial relocation of production by
medium-sized firms. The Federal Re-
public of Germany supports these
investments, incidentally, with a special
programme.



ln general it can be said that the indus-
trialized countries' direct investments
are more significant for the developing
countries than forthe countries of origin.
While the proportion of transfers
(reflecting foreign investments) in rela-
tion to the industrialized countries'
gross national products is very slight, on
the other hand foreign firms occupy an
outstanding position in the economies of
the developing countries.

ln industrialized countries, too, firms
with foreign capital participation carry
much weight in some branches.
Although the developing coun-
tries-aside from a few exceptions-do
not for their part invest in the rich coun-
tries, within the group of industrialized
countries one can speak of a mutual
capital involvement. Here the situations
of the two categories of country-indus-
trialized and developingrare, however,
different: as a rule, within an industrial-
ized country it is not possible to speak of
a dependence on a foreign coun-
try-including not in regard to direct
investments.

Effects on Employment

The investigations agree in revealing
positive etfects on employment. There
are exceptions only in locations in so-
called export zones or where similar
circumstances apply, which are,
however, not typical regarding investors
from the Federal Republic of Germany. lt
became clear that besides direct crea-
tion of jobs there are indirect employ-
ment effects. A realistic estimation of
the alternative position shows that the
jobs for the most part would not other-
wise have been created. Yet a certain
extent of substitution of former jobs by
new ones, and the suppression of local
firms, should not be overlooked. Since
the direct investments mostly are for
production that is relatively capital-
intensive, the contribution to resolving
the employment problem of the develop-
ing countries, in relation to the capital
committed, is relatively slight.

Positive effects result from the training
activities of the foreign firms, although a
certain amount of migration of qualified
personnel from home firm to foreign firm
is not to be excluded. These aspects are
to be kept in mind:

- Foreign branches make efforts to
employ local personnel, partly for
reasons of cost, partly from politico-
economic considerations.

- ln foreign branches a higher-than-
average number of qualified workers
is employed, because these branches
are concentrated in areas that require
advanced knowledge of technology,
management and marketing.

- Many foreign firms carry out special
training programmes, and to a degree
there is close co-operation with the
host country's training institutions.

Balance-of-Payments Effects

Despite differing areas of investigation,
ditfering periods under survey and differ-
ing analytic methods, the empirical
examinations all agree on this finding:
that the flow-off of capital by transfer of
earnings, fees and interest payments
which is induced by direct investments,
along with the flow-otf of capital due to
advance payments in the host country,
is in excess of the in-flow of capital
brought about by the investment. The
resultant passive etfects on the balance
of payments as a rule are at least com-
pensated for by contributions to import
substitution and/or an increase of
exports. Accordingly, those empirical
investigations that include these effects
overwhelmingly confirm an activation of
the balance of payments. At the same
time there are indications of major
departures from this general rule in
various branches and different coun-
tries, corresponding to the stage of
development in a country and to a
branch's ability to obtain preliminary
items for the production process from
domestic sources.

Effects on Growth

The analysis of direct investments'
etfect on growth has shown this etfect to
be, in the main, positive. lnvestigations
made according to the descriptive-ana-
lytical method, on the macro-economic
level, in particular support this result.
But here the qualifying remark is to be
made that major ditficulties are involved
in making adequate surveys of activities
that tend to suppress competition, and
operations involving associative or
"coupling" relationships. Thus the clear
finding in favour of direct investments is
based to a large extent on an alternative
situation that is empirically absolutely
supportable. According to it, developing
countries that abstain from direct
investments have only more modest
prospects of success.

But the fact that there is no occasion for
developing countries to accept each and
every project for direct investment sight
unseen is made clear, in particular, by
investigations sponsored by UNCTAD,
applying social-cost/benefit analytical
methods at the project level. These
studies show that in a considerable
number of cases the activity of the spon-
sors of direct investments will lead to
negative income effects on the econ-
omy.

The location of direct-investment
projects depends on the type of invest-
ment, the available natural resources,
the labour supply and the existing
infrastructure. lt emerges that most
direct investments are made in
congested areas. Thus direct invest-
ments increase economic concentra-
tions in urban areas. Therefore such
investments foster the general tendency
towards migrations into central areas,
and in extreme cases also slum-build-
ing, Over a period of time a trend
towards increased concentration in
built-up areas is noticeable.

Technology Transfer and
Attendant Factors

By definition, direct investments are a
"package" combining capital and know-
how. Thus direct investments always
also involve a technology transfer. The
investments' effects on the country of
investment depend on whether this
country is already familiar with the
respective technology or not, and
whether the relative commitment of the
various factors of production, a relation-
ship determined by the technology,
corresponds to the pattern of scarcity
that dominates in that country.



Usually the same technologies are used
in branches in developing countries that
are in use in the mother country. The
technology that is involved often corres-
ponds to the developing countries'
goals, Contrary to the opinion of many
economists and political scientists in
industrialized countries, developing
countries tend to attach value to the
transfer of modern technologies. Up to
now, only a few firms have concerned
themselves with developing accommo-
dated technologies-that is, methods for
manufacturing modern industrial
products via procedures that have been
simplified yet are easily capable of
expansion.

As a rule, foreign firms in developing
countries use more capital-intensive
production methods than do comparable
domestic firms. On the other hand, the
typical subsidiary firm in a developing
country goes in for more labour-inten-
sive production than does the home firm
in the motherland. But this does not
happen primarily because wages are
low in developing countries, but rather in
the course of adjusting to diminished
output.

Export-oriented direct investments
involve the highest, raw-materials-
oriented investments the lowest degree
of labour intensity. Given only slight
pressure of competition, production
techniques tend towards being capital-
intensive, in the case of both domestic
and foreign firms. A "too capital-inten-
sive" production technique will, accord-
ingly, be used in particular by foreign
import-substitution enterprises that,

thanks to governmental protective
measures, are exposed to only slight
competition.

Summary

On the whole, the investigation makes
clear that neither a condemnation of
direct investments and of multinational
firms northeir unconditional and general
glorification is called for. For direct
investments can, but need not neces-
sarily, have positive effects.

For the capital-importing country direct
investments can make a considerable
contribution to the development
process, and can, in accord with the
host country's development-policy
goals, whether

- economic growth,

- employment,

- transfer of know-how,

- promotion of exports,

- import subsitution and/or

- adjusting the balance of payments,

represent a desirable form of develop-
ment co-operation-the more so if the
direct-investment projects are in agree-
ment with the developing country's
sectoral and regional priorities.

But foreign private investments can
have neutral or negative development-
policy etfects, especially if the projects
force out of the market existing or poten-

Siemens factory
to manufacture
teletype equipment
in Mexico
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tial local counterpart enterprises and/or
supplier firms. Also possible are politi-
cally undesirable etfects that can result
from the over-alienation of a country's
economy or from the siz+often confer-
ring on it a status not unlike that of a
monopoly-of the foreign firm.

From the perspective of the foreign
investors' homeland, too, these invest-
ment activities can have a positive
effect. That is particularly so if the capi-
tal commitments

- are made in addition to and not
instead of domestic investment,

- serve the opening up of new, or the
intensified cultivation of existing
markets that are protected against
outside competition,

- maintain outlets that are threatened
by domestic rises in costs, distance
from markets and/or foreign competi-
tion,

- contribute to a purposeful structrual
change and/or to the raw-materials
supply.

Disadvantages can result especially
from the undesirable export-undesired
from the perspective of the business
situation and/or of structural Dolicy-i1
jobs.

Summarizing, it can be stated that direct
investments, given the appropriate
selectivity, can be an important contrib.
ution to facilitating the structural change
necessitated by the requirements of the
industrialized and the developing coun-
tries'economic development. But it is to
be kept in mind that both categories of
country-that of the investor, and the
country that is host to invest-
ment-cannot simultaneously achieve an
activating influence on their balance of
payments. ln such cases only a limited
juxtapositioning of mutual interests
(e. g. ln regard to time element) is possi-
ble. What is, however, possible in the
sense of welfare economics is that both
categories of country can attain positive
effects on growth and employment.
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Key Points in the

Report of the

"Independent

Commission on

International

Development

Issues"

(From the "Development-Policy
Basic Tenets of the German Federal
Government", July 1 980)

1. The Government of the Federal
Republic of Germany welcomes the
fact-especially in view of the latest
international events-that the "ln-
dependent Commission on lnternational
Development lssues" (hereafter
referred to as the Commission) under
the chairmanship of Willy Brandt directs
attention in its Report to the future
development of North-South relations
as one of the key world issues. The
analyses, and particularly the unani-
mously adopted recommendations of
the Commission, can give new impetus
to the joint search for equitable solu-
tions serving the interests of both Notth
and South.

2. The basis of the Report is human-
ity's shared interest in survival in a world
in which escalating global prob-
lems-economic and social inequalities,
population explosion, mass poverty,
disturbance of the ecological balance
and exhaustion of resources, as well
as regional political and millitary
tensions-increasingly restrict the scope
for peaceful solutions, Fuel for conflicts
is accumulating in vast quantities.
Security and stability do not depend on
a military balance alone, but also on the
solution of pressing tlorth-South prob-
lems. The Commission appeals to the
international community to recognize
these connections and to accept joint
responsibility for a stable and function-
ing world order.

3. The Commission believes in the
mutuality of interests on which alone
lasting solutions can trc built. This basic
concept corresponds; to the Federal
Government's policy and is likely to
appeal to the politically responsible
persons, especially in industrialized
countries, in governrnents and parlia-
ments, as well as to a broader public,
and to widen the basis for far-reaching
decisions.

The Federal Government agrees with
the finding of the Report that the neces-
sary reconciliation of interests between
North and South should not be confined
to the economic sphere alone. The
efforts must deal with other;:roblems as
well: among them, the population
increase, inadequ,ate educational
opportunities, the. disturbance of the
ecological balance, the wasteful use of
resources and the connection between
disarmament and development.

German development polic;y supports
the countries of the Third World econ-
omically and politically on tl"re basis of a
partnership of equals, in order to
promote their independencer and auton-
omy. Like the Commission, the Federal
Government considers the indepen-
dence and autonomy of countries of the
Third World an essential element of
world peace.

Within the framework of the European
Community (EC), the Fede,ral Govern-
ment particularly promotes c;o-operation
with numerous developin!l countries
with which comprehensive agreements
on co-operation exist. A prime example
is the Lom6 ll Convention rvith now 60
countries of Africa, the Garibbean and
the Pacific.

The Federal Government endorses the
Commission's reference to need for
developing countries to make efforts of
their own. ln this connection, it encou-
rages the expansion of economic rela-
tions among these countries them-
selves, especially on a regional level.

The Federal Government welcomes the
initiative taken by the Commission in
calling on every country in the
world-including the East European
state-trading countries-to co-operate,
each according to its ability, in the
common task.

There did not have to be an energy crisis
to make clear to all that a solution of
North-South problems requires, in many
areas, new ways of thinking.

4. On the basis of a detailed analysis,
the Commission's Report makes a
number of specific recommendations in
regard to individual problem areas within
North-South relations. The Commission
also proposes a programme of priorities
for the 1980s and 1990s, as well as a
programme for immediate action
between 1980 and 1985. Basically, the
two programmes are summaries of the
individual recommendations, with the
programme for immediate action
concentrating on the most urgent
measures in the areas of resources
transfer, energy, food and reform of the
international economic system.

The Federal Government supports a
large part of the Commission's recom-
mendations. Many of the demands are
an encouragement to the Federal
Government to go on with its present
development policy. They include the
strong emphasis on official development
assistance to the world's poorest coun-
tries; the demand for increased promo-
tion of rural development; the need to
support energy security programmes;
protection of natural resources. The
Commission's rejection of protectionism
in world trade also finds the Federal
Government's emphatic approval.
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The international discussion of the
Commission's Report has just begun.
The problems mentioned in it are to a
large extent the subject of intensive
international consultations within the
framework of the United Nations (lnter-
national Development Strategy and new
Global Negotiations). The Federal
Government, along with its European
Community partners and the other
Western industrialized countries, is
taking a.n active part in these discus-
sions. The outcome cannot yet be fore-
seen.

The Federal Government has revised its
development policy guidelines in the
light of the Commission's recommenda-
tions. The revised version makes clear in
detail that the Federal Government
approves of a substantial pad of the
recommendations.

5. The Federal Government supports
the proposal to hold occasional summit
meetings of a limited number of heads of
state and heads of government from
industrialized and developing countries.
Such meetings can have a positive influ-
ence on the international climate. The
Federal Government believes that such
conferences could offer a valuable
opportunity for preparing solutions to
the world's most urgent problems, thus
lending new impetus to international
negotiations.

12

Summary of

The Federal

Republic of

Germany's

f)evelopment

PolicS

1976-1980

Recent years have seen a clear rise in
support by the citizens of the Federal
Republic of Germany for development
aid. While in 1977 about 62 o/o of the
population took a positive attitude
towards development aid, in October
1 979 the proportion had already climbed
to 71 o/o. This change is shown by a
survey of representative public opinion
that the lnfratest social-research organ-
ization carried out among the adult
population on assignment by the Minis-
try for Economic Co-operation.

Only 18 o/o of the population is still basi-
cally opposed to development aid,
compared with 23 o/o in 1977. Those
with no opinion have decreased from
16 % (1 977l. to only 1 1 o/o.

The public's evaluation of the Federal
Republic of Germany's development
policy has also clearly improved. Fully
54 % ofthose surveyed expressed posi-
tive opinions about this Government's
development policy, 25 o/o opposed the
policy, and 21 o/o said they had no opin-
ion. ln 1977 the corresponding returns
were 46 o/o in favour, 27 o/o against and
26 o/o undecided.

Development policy has become a more
important topic for the population in
recent years. While in both 1975 and
1977 only 55 o/o of the public said they
had a strong to moderate interest in this
topic, today the proportion is 79 o/o-that

is, practically four-fifths of the popula-
tion.

Changed Development-Policy
Situation

The basis for the Federal Republic of
Germany's development policy at the
start of the 8th legislative period
(197il1980) was a document approved
by the Cabinet, "The Federal Republic
of Germany's Development-Policy
Conception", and another, approved by
the Cabinet in June '1975:the 25 theses
on a policy of co-operation with develop-
ing countries (the so-called Gymnich
theses).

But during the succeeding years the
development-policy situation has basi-
cally changed. Aspects of this change
include the several major oil-price rises
and the concomitant energy problems in
industrialized and developing countries;
an increasing interdependence of the
industrialized countries' and the devel-
oping countries' economies; an
increased differentiation of developing
countries from one another; the growing
problem of absolute poverty in wide
areas of the Third World; and also a
number of non-economic problems of
development co-operation-for example,
the cultural side of the development
processes.

The 17 new theses approved by the
Cabinet on May 30, 1979, took these
changes into account. These new
theses were meant to further develop
and supplement previously expressed
principles in regard to individual spheres
of the development-policy conception.
The supplementary tenets also included
some new areas, such as that of
"disarmament and development".

Then came the Cabinet decision of
July 9, '1980, on "the German Federal
Government's future development
policy in the light of recommendations of
the lndependent Commission for lnter-
national Development lssues". This
Cabinet-approved document for the first
time in five years brought together and
systematically presented the Govern-
ment's development-policy goals, tasks
and priorities.
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A new version of the development-policy
basic tenets was necessary for these
reasons:

- At the start of the 3rd Development
Decade, this Government wanted
to introduce its own conceptions
constructively and emphatically both
in the formulation of an international
development strategy and in the
resumption of the global North-South
dialogue.

- The so-called North-South Commis-
sion under Willy Brandt's chairman-
ship at the start of this year had
submitted a concluding report. This
report contains a number of important
considerations and proposals for
resolution of North-South problems;
proposals that to a large extent corre-
spond to the German Federal Govern-
ment's views-proposals, therefore,
that called for express mention in the
conceptual statement of this coun-
try's development policy.

Within the new development-policy
principles, the Government has deliber-
ately abstained from going into detail as
to each individual question. lnstead,
clearly defined priorities are set for the
work of the coming years.

Special priorities are set for: rural devel-
opment; resort to both conventional and
inexhaustible sources of energy; protec-
tion of natural resources (ecology).
Areas of particular attention are the
countries in the "poverty belts" of Africa
and Asia. The extent of co-operation
with the poorer developing countries is
to be further increased. ln addition, there
is to be intensified promotion of regional
and community projects that benefit
several developing countries.

The key political point made by the new
principles is: Development aid is not a
reward for political "good behaviour".
lnstead, development policy is to contri-
bute to doing away with tensions and to
the Federal Republic of Germany's co-
operation on the basis of partnership
with countries of the Third World. Thus
the policy is a significant instrument for
safeguarding world peace. Support for
the non-aligned countries of the Third
World is to strengthen their autonomy
and independence.

Partners With the Third World
of 1979'e

Sweden

Fed. Reo. of Germany

Switzerland

Grest Britain

As part of this process, there is to be
promotion of social progress particularly
in the countries that, in combating
poverty and meeting basic needs, have
set as a goal the implementation of
elementary human rights.

Services From Public Funds

The Federal Republic of Germany in the
past four years has considerably
increased its development-aid services
from public funds (ODA), and in the past
two years alone has nearly doubled
such finds, from DM 3,200 million to
DM 6,100 million. ODA services during
the past four years together have come
to about DM 17,500 million. ln this way
the German Federal Government has
reacted to emphatic demands by all the
parties represented in the Bundestag,
the churches and an evolving public
opinion.

The share of the Federal Republic of
Germany's publicly funded aid services
in the gross national product in 1979, at
0.44o/o, was clearly over the average of
Western industrialized countries. With
this considerable increase, achieved
despite a difficult generaleconomic situ-
ation, the Federal Republic of Germany,
with France, in 1979 was in second
place among all donor countries.

Liberalization of Trade to the
Benefit of Developing Counfries

Besides the ODA services and the
private transfer of aid in the form of
direct investments, the extent of liberal-

of 1979's

Switzedond

Au8tria

Sweden

Bolgium

Greai Brltain

Bop. ot Germany

France

Italy

DtEZEtTlz.1.81

ization of trade with developing coun-
tries has a direct and important influ-
ence on their economic and social
development. An investigation by the
German lnstitute for Economic Re-
search (DlW) in Berlin on assignment by
the Ministry for Economic Co-operation
has shown the following:

After the Netherlands and Sweden, the
Federal Republic of Germany is follow-
ing the most liberaltrade policy towards
imported industrial products from devel-
oping countries. lt has been on the
markets of these three countries that
developing countries in past years have
had the best likelihood of obtaining
supplemental earnings of currency.
After the three mentioned countries
came the United States and Japan.

Since 1977 the Federal Republic of
Germany's trade with non-oil-exporting
developing countries beyond Europe's
shores (that is, not counting the OPEC
countries) has shown an impoft surplus.
This import surplus-after a setback in
197&increased from DM 1,400 million
to DM 1,500 million in 1979. lmports
from these countries increased last year
by DM 3,100 million to DM 27,4OO
million, while the Federal Republic of
Germany's exports to the same coun-
tries climbed by DM 3,000 million to
DM 25,900 million.

Among the imports, particularly note-
worthy is the increase in the value of
semi-processed and manufactured
goods by DM 2,900 million to DM 14,2OO
million (a rise of about 25olo). For the
first time last year, these imports
accounted for more than half (51 .8 o/o) of
the total imports from the countries in
question. By contrast, the share of
imports attributable to food, tobacco and
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related items (1979: 33.9 o/o) and to raw
materials (1979: 14.6o/o) has steadily
declined in recent years. This develop-
ment reflects a change in the export
structures of countries of the Third
World, especially the advanced develop-
ing countries.

Improvement Of Bilateral
Co-operation

Based on the experiences of recent
years, the Ministry for Economic Co-
operation, in co-operation with the affil-
iated KfW and GTZ organizations, has
re-examined the procedures involved in
bilateral financial co-operation (FZ) and
technical co-operation (TZ), with these
goals:

- lmprovement and simplification on the
German side of procedures involving
planning, examination and implemen-
tation.

- Disburdening partner countries of
administrative tasks, and support to
these countries in coping with their
planning and implementation tasks.

- lncreased efficiency of German devel-
opment aid.

The examination of procedures for
financial co-operation has led to
changes above all in the planning and
preparation of projects.

14

ln regard to financial co-operation, the
Ministry for Economic Co-operation is
trying, via numerous measures, to
decrease the time between commitment
of funds and their actual availability.

An important change is a provision that
assignments to examine projects can be
made without the necessity at the same
time of resorting to an authorization to
commit funds.

By the start of 1980 (largely from TZ
funds), some 50 grants to sponsor
studies and experts, to a total of about
DM 120 million, had been approved.
From these funds, necessary services in
regard to planning and preparation of FZ
pro.iects can be financed (e.9. feasibility
studies, the short-time use of expefts
and other counseling services). ln carry-
ing out projects, the KfVV is making use
of intensified steering of projects-es-
pecially the continuous counseling of
project carriers-to deal with the ditficul-
ties that can emerge despite careful
preparation of projects.

Co-operation with Individual
Groups of Countries

- Development aid from public funds
plays an especially important role in
co-operation with poorer developing
countries. Amost half of all public
development-aid funds within the
framework of bilateral co-operation go
to countries with a gross national
product of less than 300 U.S. dollars
per capita. Within the group of these
poorer countries, a special status is
attached to aid to the 30 poorest
countries (LLDC's). Within the field of
financial co-operation, the share of
these poorest developing countries in
the over-all governmental commit-
ments approximately doubled from
1972to 1978; within the field of tech-
nical co-operation, these countries'
share rose in the same period from
one-fourth to about one-third.

This concentration of public aid funds
on LLDC's and on other poorer coun-
tries corresponds to the policy of
giving priority to aid in combating
absolute poverty in developing coun-
tries.

- Funds for financial co-operation,
which until 1977 were still granted to
the least-developed countries as
loans under very favourable condi-
tions, since 1978 have been exclus-
ively non-recompensible grants. ln
addition, in October'l 978 this Govern-
ment decided that it woulGon appli-
cation and after an examination of the
individual cas+cancel interest and
amortization resulting from previously
granted credits. By the end of 1979
the German Federal Government had
concluded agreements with 17 devel-
oping countries on the transformation
of loans to grants. A total of DM 3,500
million is involved in these agree-
ments.

- The countries hardest-hit-most seri-
ously atfecte#by international price
rises (MSAC) since 1976 have been
receiving loans on terms until then
only extended to LLDC's (0.75 o/o

interest, 50 years for repayment, 10
interest-free years).
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- ln regard to co-operation with the
more-advanced developi ng cou ntries,
the so-called threshold or take-off
countries, the Ministry for Economic
Go-operation has developed guide-
lines. The publicly funded co-opera-
tion here aims at helping to break
sectoral and regional bottlenecks to
development. Priority areas of co-
operation are social development,
urban development and zoning, indus-
try and environmental protection.
Along with the traditional develop-
ment-policy methods, growing import-
ance is attached in these countries to
private economic co-operation and to
the border area between private econ-
omic and public co-operation.

ln this country's development co-opera-
tion, during the past four years clear
sectoral and supra-sectoral priorities
have been established. Supra-sectoral
priorities (e.9. basic needs, rural devel-
opment, the protection of natural
resources) require an interplay of
measures in different sectors. ln regard
to the most important supra-sectoral
priority-combati ng absolute poverty-the
German Federal Government, subse-
quent to international discussion, has
developed a concept of its own. This
concept is productivity-oriented and
aims at mobilizing a poverty-stricken
population's ability to help itself.

Particular categories of project have
related to

O Energy: Here this Government is
concerned especially with promoting
development of new, accommodated
technologies forthe use of inexhaustible
energy sources (wind, sun, biomasses,
heat from the earth), as well as with
promotion of conventional energy
sources, along with the preservation
and rational use of traditional energy
sources (waterpower, wood). The goal
is to lessen the developing countries''
dependence on petroleum imports.

O Ecology: The German Federal
Government is supporting various
Governments in their battle against
erosion and the build-up of deserts,
especially in the arid Sahel zone of
Africa.

o Support for new "target groups"
in developing countries. This effort
includes regard for the particular
concerns of women and children.

Co-operation with the
Private Economy

This Government has considerably
intensified its promotion of private busi-
ness activity in developing countries,
and has improved and broadened the
methods for so doing:

- ln 1977 the capitalization of the
Government-controlled German As-
sociation for Economic Co-operation
(DEG) was increased by DM 100
million and in 1978 by DM 300 million,
to a total of DM 1,000 million. By the
end of 1979 the DEG had granted
participating loans of DM 794 million
for the establishment or expansion of
246 firms.

- ln 1979 the so-called developing-
countries tax law, which grants
considerable benefits to those who
make capital investments in develop-
ing countries-a law that was passed
in 1974 and improved in 197Lwas
again amended. The purpose was to
grant intensified support to capital
projects in the least-developed coun-
tries, and to capital projects in the
areas of raw materials and energy in
other developing countries.

- ln 1979, too, this Government decided
on an improved programme to
promote branch firms of German
enterprises in developing countries, a
programme financed from Ministry for
Economic Co-operation funds. By
granting more favourable terms, this
programme is to encourage more
small and medium-sized firms to
invest in the Third World. The 1979
budget allocated DM 25 million forthis
purpose.

- Since January 1980 the Ministry for
Economic Co-operation has intensi-
fied its promotion of on-the-job train-
ing by German firms in developing
countries. Thereby these training
services are being recognized as a
development factor in themselves.

The Government of the Federal Republic
of Germany has made considerable
effort through its co-operation to contri-
bute to de-escalating conflicts in areas
of conflict, and to promote speedy
reconstruction in countries hard-hit by
civilwar,

Help in Conflict Situations;
Food Aid

Thus the financial commitments for
development projects and programmes
in the so-called front states, bordering
on areas of conflict, in southern Africa
between 1975 and 1978 have been
more than quadrupled, to DM 173
million.ln 1979 such commitments were
increased again, to DM 282 million. With
a training programme for refugees from
southern Africa, the potential supply of
technicians for Namibia and Zimbabwe
was enlarged, and the foundation laid for
fruitf ul development-policy co-operation
after the above-mentioned countries'
independence. After the ending of the
civil war in Nicaragua, this Government
quickly resumed development-policy
co-operation with that war-damaged
country. Up to now the Federal Republic
of Germany's aid to the new Nicaraguan
Government has come to more than
DM 90 million.

For the alleviation of the worldwide
misery of refugees, funds have been
made available for food aid, for trustee-
ship projects, for longer-range solutions
and for regular contributions to the
United Nations Commissioner for Refu-
gees (UNHCR). ln 1978 these funds
came to DM 10.8 million, in 1979 to
20.58 million and in 1980, according to
latest available figures, to 14.5 million.

An especially important case of humani-
tarian aid recently has been the
Cambodia aid for people residing in
Cambodia and for refugees in the Thai-
land-Cambodia border area. For this
purpose DM 24.6 million was paid out in
1979 and DM 15 million in 1980. At the
last so-called Cambodia conference, an
additional DM 7.5 million was commit-
ted.

The German Federal Government has
emphatically worked towards the end
that intensified production of food in the
developing countries themselves should
reduce their dependence on food
imports. Nevertheless, in order to avoid
special emergencies and to safeguard
the food supply, extensive deliveries of
foodstuffs have had to be made.
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ln the last four years, this Government
has made available 147,800 tons of
wheat a year as food aid, spending
almost DM 305 million. We have parti-
cipated in the financing of the European
Community-sponsored food aid with an
additional sum of almost DM 1,000
million.

The food aid is granted to LLDC's and
MSAC's with high food deficits, and is
also granted in the event of catas-
trophes. The main recipients have been
the Sahel countries of Africa as well as
Bangladesh, Pakistan and Sri Lanka.
Our contributions to the world food
programme in the past four years have
included cash payments of a total of DM
1 38 million for the programme's Food for
Work projects and 1 15,000 tons of
wheat to a value of about DM 58 million
for use in the event of catastrophes.

This Government has continued and
broadened its measures first under-
taken in 1974/75 to ensure the food
supply in the Sahel. There, and also in
Bangladesh and Tanzania, we are
promoting the build-up of food reserves,
including storage space and transport
facilites. At the start of 1980 a beginning
was made on the establishment of a
harvest-estimating and early-warning
system in Somalia, with the goal of
recognizing crop failures early and being
able promptly to take measures, via
imports, to ensure a sufficient food
supply.

Facilitating the
Lom6 II Agreement

A special service of the German Federal
Government outside the bilateral sphere
is the role we played in bringing about
the Second Agreement of Lom6. This
Government emphatically opposed
tendencies to restrict the EC's liberal
trade policy towards ACP (African,
Caribbean and Pacific) countries. The
new arrangement in the mining area-the
so-called SYSMIN-a solution, similar to
the Stabex plan, for those ACP coun-
tries whose export earnings are
extremely dependent on one or another
mineral, stems from a Bonn initiative.

Finally, the Federal Republic of Germany
makes the highest contribution to the
European Development Fund: 28.3 % in
comparison with not quite 26 o/o under
the first agreement. (France contributes
25.6 o/o, Great Britain 18 o/o.)
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Enerry-Policy

Aspects of

Co-operation

Starting Situation

ln the 1980s the developing countries
remain dependent on a still-increasing
use of the increasingly scarce and
expensive energy sources petroleum
and natural gas. Together, these two
sources currently cover almost 80 o/o of
the developing countries' commercial
demand for energy.

ln this decade, moreover, the majority of
the population, especially in African and
Asian developing countries, is remaining
primarily dependent on traditional
energy sources (in particular, wood,
plant and animal wastes, human and
animal labour).

The developing countries' frequently
unexploited potential in regard to
conventional and new, regenerative
energy sources cannot begin contribut-
ing to a broad-scale liberation of those
countries from dependence on oil before
the 1990s. This delay is due to the long
periods needed for planning and building
big conventional projects (new dams or
new coal mines) and to the long-drawn-
out processes involved in expanding
unconventional technologies (for which
the developing countries lack sufficient
training, research and production
systems).

The oil-importing developing countries
need much greater help with balances of
payments and investments than hereto-
fore in order to withstand the rising price
of oil in the 1980s and to introduce a
restructuring of their energy supply. ln
1980 alone, the World Bank estimates,
nearly 25,000 million U.S. dollars were
needed in those countries for energy
investment. Through 1985 it is esti-
mated that 36,000 million U.S. dollars, in
the second half of the '1980s more than
53,000 million U.S. dollars, will be
needed for investment in energy. Ac-
cordingly, the World Bank, in line with
the decisions of the summit meeting in
Venice, has worked out proposals to
mobilize additional funds from industrial-
ized and oil-exporting countries.
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A Gennan Contribution

The goal of development-policy co-
operation in the energy sector is to
reduce the developing countries' high
degree of dependence on oil by broad-
ening the energy base. This goal is
reflected in the Federal Republic of
Germany's new basic tenets of develop-
ment policy, of July 9, 'l9SGaccording

to which in the future the energy sector,
along with rural development and the
protection of natural resources, is to be
characterized as an especially import-
ant area of promotion.

Along with this country's contribution to
the rapidly increasing investment aid
from the World Bank, the regional banks
and the European Development Fund,
there is evidence of a clear upward trend
in bilateral aid in the energy sector:
Commitments under financial co-oper-
ation have risen from DM 321 million in
1977 through DM 417 million in 1978
and DM 464 million in 1979 to an esti-
mated DM 660 million or more in 1980.
The volume of grants within the techni-
cal co-operation programme has risen in
three years, in particular because of the
special programme for regenerative
sources of energy, by some 2OOo/o lo
DM 58 million (DM 36 million of this for
regenerative sources of energy). ln
1980 the sum was an estimated DM 77
million. ln view of the starting situation, it
is necessary at the same time to provide
transitional aid for the '1980s and
forward-looking help with restructuring.

Transitional Aid

Essential imports of oil by the develop-
ing countries require intensified longer-
term financingrin the forms of help with
balances of payments and commodities
ai#by multilateral agencies, the OPEC
and bilateral agencies.

Already worked-out energy projects
based on waterpower and coal need to
be accelerated, so as to achieve notice-
able relief from 1985 onward. Two
examples:

- The Selingu6 dam in Mali, whose
power plant was scheduled to go into
operation at the end of 1980. lts 48
megawatts will cover the demand for
electricity in the Bamako area through
1985, and will make an increase in the
number of diesel stations superfluous.

ln addition, an expanse, formerly
undenrvater, of about '137,000 acres of
irrigated area is being won for agricul-
ture; the navigability of the Niger is
being improved, and the reservoir is
being made suitable for commercial
fishing. The Federal Republic of
Germany is participating in the finan-
cing of the total costs-DM 317
million-with a grant of DM 38 million,
and has received extensive orders in
connection with this project.

- The brown-coal mines and the power
plant in Neyveli, southern lndia.
Expansion of the mines is to produce
4 million tons of brown coal a year, fuel
for a power plant delivering, to begin
with, 630 megawatts. lt is anticipated
that through 1984 this electricity will
serve those industries-more than
60 o/o-and farms-nearly 20 o/o--that

are increasingly convefting from
diesel power to electrical operation. ln
1980 the German Federal Govern-
ment contributed an initial DM 176
million to the expansion project, which
involves a total cost of DM 1,300
million.

The life-expectancy of the existing
supplies of wood for energy is to be
prolonged via massive programmes for
more rational use of this traditional
source. Particular attention is going to
improved locally manufactured cooking
stoves that use up to 50 o/o less wood.
After encouraging experiences in Upper
Volta, similar etforts are being under-
taken in, for example, Kenya and the
Sahel zone.
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How Oil Prices Hit the Poor

The developing countries .

.. had to pay
for oil imports

rn thousand
millions of $

. . . received in public
development ard

Although the developing countries'
existing energy systems offer consider-
able possibilities for economizing and
for substitution, these opportunities can
hardly be taken advantage of without
outside help. Antiquated installations,
poor organization and inadequate train-
ing facilities, in the case of power plants,
industry and tratfic systems, results in
the use of more primary energy per
production unit than in industrialized
countries. Thus it will be necessary to
finance the replacement of over-aged
capital equipment with energy-saving
installations, and, via help in the forms of
training and counseling, to see to it that
there is an approximation in practice of
the technically possible efficiency.

An interesting example here is the giving
of counseling services to lndian power-
plant personnel: The oil-wasting prac-
tice within lndian industry of using oil to
provide for a firm's electricity can only be
done away with if the big power plants
deliver electricity more reliably than up
to now.
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Structural Change
Within the
Developing Countries'
Energy Sector

Even measures that are to become
broadly effective only in 10 years or
more need to be prepared for and begun
now.

Most developing countries lack suffi-
cient data on the patterns of their future
demand for energy and on the various
possibilities of meeting this demand.
The consequences of the energy crisis
for the expansion of industry, agriculture
and infrastructure need to be figured out,
and medium-range development plans
reviewed accordingly. Here intensified
counseling aid by multilateral agencies
and via our technical co-operation are
necessary so as to increase the devel-
oping countries' know-how.

An example is provided in the now-
beginning German project to counsel
Colombia in regard to a comprehensive
energy policy. Here we can build upon
successful planning forthe expansion of
water-powered electricity plants, and
can fit into the over-all scheme, in a
purposeful interrelationship, projects' in
the areas of coal and of regenerative
energy.

Investment Programmes to Use
Conventional Energy Potential

Of the total waterpower potential, indus-
trialized countries make use of more
than 40 o/o, Latin American countries as
of now 'l 2 o/o, Asian countries 6 o/o and
African countries 2o/o lo produce elec-
tricity. Only 22 of some 70 developing
countries are using their oil and natural-
gas reserves, and at least 20 developing
countries with coal potential are mining
no coal. But years-long, expensive
preparations are needed in order to
harness this potential for even the most
important projects. Some examples:

- ln 1980 we committed an initial DM 67
million to oil-prospecting drillings in
Bangladesh, basing our grant on the
results of a surveying and counseling
project that had been running since
1977. Doing this, we are incurring a
not-inconsiderable risk. But we
consider it essential to provide this
chance for a country that currently
has to spend some 65 o/o of its export
revenues for oil imports.
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- Our systematic inventorying of the
coal potential of developing countries
that are particularly dependent on oil
has already led to exploring projects
in Haiti and the Philippines. Further
projects are to begin in Somalia,
Zambia and countries of the Andean
Pact.

- ln Jordan a shale-oil deposit that
could cover the country's oil needs for
decades to come has been
discovered. Now Jordan, at its own
expense, is having detailed studies
carried out in regard to evaluation and
exploitation of the deposit.

- Together with the World Bank, this
country participated in the financing,
in 1980, of the Nyaunggyat multi-
purpose project in Burma, involving
costs of some 210 million U.S. dollars.
After a construction period of six
years, more and more land-up to a
final total of 205,000 acres-is to be
irrigated, so that, in particular, rice and
cotton can be planted. The German
share of DM 110 million, including
additional export credits, is being
used in the financing of the power
plant and the transmission and
distribution networks. Varying with
the change from the dry to the rainy
season, a capacity of between 25 and
56 megawatts will help to preserve
Burma's reserves of gas for more
important purposes, such as produc-
tion of fertilizer.

Using the Potential
In Regenerative Energy

This special programme was adopted in
1979. ln 1980 alone, DM 72.8 million, of
which for the first time DM 20 million
came from otJr financial-co.operation
funds, was made available. Local re-
search, training, production and distrib.
ution capacities are being createiles-
pecially in the "priority countries"
Kenya, Tanzania, Sudan, Upper Volta,
Mali, Niger, Senegal, the Philippines,
Colombia and Peru-so as to provide a
chance for the solid and wide-scale use
of tested technologies.

The reversal of the disastrous trend
towards deforestation and destruction
of the agricultural basis of existence is,
especially in the Sahel area of Africa, as
urgent as it is difficult. Within the frame-
work of technical co-operation, we have
introduced a wide-ranging project to tie
in the introduction of energy-saving
agro-forestry systems of production
with accelerated reforestation. Apart
from this, well-prepared programmes of
reforestation to produce wood for fuel
may well take on increased significance
within the framework of rural-develop-
ment projects.
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both statements are correct: On the one
hand, development is only possible if the
external conditions are shaped in such a
way as a result of the reform of the world
economic order that the developing
countries can secure the imports and
the technological know-how needed for
their development. On the other hand,
development is only possible if it
includes the mass of the poor in the
development process. One-sided indus-
trialization strategies, which leave out
the large majority of the population, are
bound to produce increasing economic
and social injustice and hence political
instability which would finally destroy
the growth of industry as well.

Development co-operation can thus,
inherently, never be a one-way street.
Each one of us knows this.

What is needed is that we draw, in all
frankness, the conclusions from this
situation for the North-South dialogue.

More than has been possible up to now,
we must make it a dialogue about what
each of the two sides has to contribute
to the success of development co-oper-
ation. I hope that the developing coun-
tries will appreciate the situation when I

say that the Government of the Federal
Republic of Germany can only require its
people to contribute towards develop-
ment assistance when they know that
this does help to alleviate poverty and
want. The more obvious it is that devel-
opment assistance benefits all the
people in the developing countries, the
more will the citizens of my country be
willing to contribute.

The growing burden of military expen-
diture in the East and West weakens the
economic potential of the industrial
nations and with it their ability to
increase their aid effort. Armament in the
Third World itself eats up resources
which are indispensable for economic
development and at the same time

causes increasing instability and a
growing threat of armed conflict.

The success of development thus also
depends more and more on whether it
proves possible to put a stop to arms
growth. The world does not need an
arms race but a race in the provision of
aid for the developing countries!

The industrial nations of the West and
East must make it a point of honourto do
works of peace for the developing coun-
tries. The Third World needs schools
and hospitals, it needs tractors and
factories, but not guns. My country is
striving for disarmament in Europe. We
want the balance of power necessary for
our security to be at the lowest possible
level of armament.

Whoever calls for disarmament in
Europe, as we do, must join in our call for
an end also to the arming of the Third
World.
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