Weimar Summit Leaves
Germany in Quandary
by Rainer Apel

TheApril 9-10, Weimar summit between German Chancellor
Gerhard Schroder and Russian President Vladimir Putin was
the eleventh meeting between thetwo leaders. Their relation-
ship hasgrown so close—not | east because Putin speaks Ger-
man—that they say a“ real friendship” hasdevel oped between
them. Undoubtedly, a high degree of confidence has been
built between Berlin and M oscow, which hasmollified poten-
tial aggravationsto German-Russian relationsresulting from
theBush Administration’ swar driveagainst the* axisof evil.”
But, Germany iscaught in aparadoxical situation: Ontheone
hand, it practices solidarity with the United Statesin the“war
on terrorism”; whereas, on the other hand, Germans are con-
cerned that the advance of U.S. troops into Central Asia,
which is not proceeding under a United Nations mandate, is
being watched with deep mistrust in Moscow. Germany is
interested in not seeing any new war front emerging, outside
of Afghanistan.

One must acknowledge, that even the deep differences
between Berlin and Washington onissuessuch aslrag, do not
imply that Germany would, at present, actively oppose the
Bush Administration. Germany could gain leverage on the
Americans from more in-depth cooperation with the Rus-
sians; but there, the Germans are most hesitant. The Weimar
declaration of Schrioder and Putin, for anon-military solution
to the Irag problem, and Germany’ s support for Russia' s de-
mand for more substantial consultations by NATO on vital
issuesof Eurasian and Russian security, arethefarthest Berlin
daresgo. Noneof that posesachallengetoaBush Administra-
tion that considers the UN irrelevant and does not pay much
respect to either German or Russian views.

Germany’ sincapability to pursueitsowninterestsismost
visiblein the sphere of economic relationswith Russia. A bit
more than a year ago, the Russian government made two
important proposals to the Germans. First, settle the years-
long dispute over the old Soviet-era “t-ruble debt” of 6.4
billion transfer-rubles to the East German state, by a scheme
that would relieve Russiaof ashare of that debt and transform
the rest into new investments in Russian industry. Moscow
recommended German investments into Russian machine-
building, light industry, and food industrial sectors. Second,
signalong-term energy agreement under which Russiawould
supply Germany (whichimportsone-third of itscrude oil and
40% of itsnatural gasfrom Russia) with secure oil and gas at
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calculablepricesfor 10 or even 20 years. Inthesecond design,
the Germansweretoinvest massively into the Russian oil and
gassector. Both proposal swere met with monetarism-minded
rejectionin Berlin: Debt relief and transformationinto invest-
ments on the scale of severa billion dollars would set a“bad
example” for global debt settlements; and the proposed long-
term energy agreement would interfere with the free market,
the Germans said.

Berlin’sloyalty to free-market monetarism, and its stub-
born insistence that the transfer-ruble be valued like a U.S.
dollar, has not worked to its benefit. At the Weimar summit.
Germany extracted only 8% of the nominal pre-1990 Soviet
debt. Moscow will pay 500 million euros to Berlin, and be
relieved from paying the remaining 7 billion euros of the “t-
ruble debt.” The first installment of 350 million euros may
help German Finance Minister Hans Eichel balance his bud-
get a bit, but there is no benefit outside of that, not for Ger-
many, nor for Russia. The Russians had originally come up
with a new proposal to acknowledge up to 1 billion euros of
t-ruble“debt,” if it wereturnedintoinvestmentsinand exports
to Russia, from industrial companies in eastern Germany.
When the Germans opposed that, the Russians proposed to
useat least ashareof that debt payment to fund anintensifica-
tion of youth exchange programs between Germany and Rus-
sia. Thiswas not welcomed either.

Onthepositiveside, the German government honored the
Russians' agreement to pay the 500 million euros, with a
doubling of the Hermes facility for credit insurance for ex-
portsto Russia, to 1 billion euros. Thefacility insuresGerman
firms which produce and déliver goods to Russia, against
unforeseen disruptions of trade relations, defaults, and other
losses. An upgrading of the Hermesto 2 billion or more euros
would have made asmall but real difference. But asthe Rus-
sian government agreed, at the sametime, to compensate for
endangered earlier import deals from Germany, in the range
of 500 million euros, the net effect of the Hermes improve-
ment for Russiais zero, for the time being.

Thereremain the private-sector industrial dealsthat were
signed: contracts worth 1.5 billion euros, including delivery
of medical technology to Russia and German corporate use
of Russian communi cation satellites, werefinalized. Inpartic-
ular, anew arrangement between the German Export Credit
Bank and Russia's Sberbank, to make loans to small and
medium-sized firms of both countries, looksinteresting. But,
thepotential for economic cooperation between Germany and
Russiaisstill untapped.

[1 LAROUCHE IN 2004 [

www.larouchein2004.com

Paid for by LaRouche in 2004.

EIR  April 19, 2002

© 2002 EIR News Service Inc. All Rights Reserved. Reproduction in whole or in part without permission strictly prohibited.


http://www.larouchepub.com/eiw/public/2002/eirv29n15-20020419/index.html

