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Deutsche Unternehmen gelten in der indischen Wirtschaft 
als begehrte Partner. Unter den größten und erfolgreichsten 
Unternehmen Indiens sind zahlreiche Tochtergesellschaften 
deutscher Unternehmen oder deutsch-indische Joint Ventures. 
Insbesondere der deutsche Maschinenexport profitiert von dem 
industriellen Wachstum. 

G e r m a ny C o n t a c t  I n d i a  versteht sich als Sprachrohr der deut-
schen Industrie. Die Verbreitung in Indien erfolgt über Infomedia, 
einen Fachverlag, der durch seine Fachzeitschriften aus den 
verschiedensten Branchen über eine fundierte Datenbank mit 
den wichtigsten Entscheidern aus den Unternehmen verfügt. 
Gleichzeitig erfolgt der Versand an die Mitglieder des Verbandes 
CII, der als Partnerverband des BDI die wichtigsten Unternehmen 
Indiens vertritt.
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The ties between Germany and 
India have never been so strong 
as today, and the prospects for 
the future look even better. Trade 
and investments are growing fast 
in both directions. The volume of 
bilateral trade has doubled in the 
past three years, reaching about 
12 billion euros in the year 2007. 
Germany‘s exports to India grew to 
7.3 billion euros, in line with its role 
as the world’s number one exporter. 
India’s exports to Germany totalled 
4.7 billion euros, refl ecting India’s 
high demand for German machin-
ery and equipment, which is needed 
for the country‘s rapid process of 
industrial modernisation to world 
standard.   

In the fi eld of investments we have been 
witnessing great activity among Indian 
companies to acquire foreign compa-
nies. Besides the widely publicised major 
takeovers effected by Indian companies 
there are many acquisitions of small 
and medium sized enterprises (SMEs). 
Germany has a huge number of SMEs in 
leading positions on the world market 
which are attracting more and more 
interest from Indian companies looking 
for know-how and technologies. With 
its infrastructure and its location in the 
centre of Europe, Germany is an ideal 
investment location. Indian green fi eld 
investments in Germany are still low 
however. Indian companies wishing to 
move to Germany are welcome and can 
approach “Invest in Germany” for assis-
tance in issues related to their invest-
ment plans. In September the Indian 
Minister for Commerce and Industry 
will be visiting Germany together with 
almost hundred Indian SMEs. This is 
another sign that the Indian economy is 
going global.

Investment at high pace
Many German companies such as Sie-
mens, ThyssenKrupp and Bosch etc. 
have long been investing in India and 

� About the author
Ernst Stöckl-Pukall is Counsellor Economic & Com-
mercial at the German Embassy in New Dehli.

By Ernst Stöckl-Pukall
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Recent developments in the Indo-German 
economic relationship

Deepening relations 

Trade between India 
and Germany is growing 
fast in both directions. 
Pictured: Container 
handling in the port of 
Duisburg.
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The key success factor for the economic location of Cologne is its central situation at the heart of the European single market. Within 
a radius of 100 kilometres of the city, you can reach 17 million potential customers and thus far more than in most of the other 
European metropolises. Whether by land, on water or in the air – Cologne offers the fastest possible connections in all directions. For 
example, with the airports in Frankfurt and Düsseldorf, as well as Cologne Bonn Airport, no less than three international airports can be 
reached in less than an hour. Cologne Bonn as a hub of the low-cost airlines is particularly interesting for cost-conscious companies. 

Cologne’s infrastructure, its balanced mix of industries and its higher education scene, as well as its art and culture, have already 
convinced companies like Microsoft, MindTree or Wipro. 

As a multicultural metropolis in which over 30 percent of the men and women who live here have other national backgrounds, Cologne 
makes it easy for people and companies from all over the world to quickly feel at home. See for yourself. 

The India Desk would be delighted to help you.

Office of Economic Development, Willy-Brandt-Platz 2, 50679 Cologne, Fax: +49/221/221-26686, www.stadt-koeln.de
Ms Menge, Tel.: +49/221/221-25367, Katharina.Menge@stadt-koeln.de
Ms Göttgens, Tel.: 49/221/221-23878, Brigitte.Goettgens@stadt-koeln.de
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The Mayor City of Cologne

News 
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At a meeting held on August 20th, the German government approved 
changes to the Foreign Trade Law (AWG). The new rules would allow 
the government to prevent a foreign investor from acquiring more 
than a 25 per cent stake in a German company. The amendment still 
has to be passed by the German Parliament before it takes affect. 
The Managing Director of the German Federation of Industries (BDI) 
Schnappauf voiced serious concerns about the proposed changes. 
“The restrictions proposed by the government send out the wrong 
economic policy message about Germany as an attractive place to 
invest. As the world’s leading export nation and a major source of 
foreign investment, Germany is heavily dependent on open markets. 
Consequently, the country must be very open and attractive to for-
eign investors.” Foreign investment in Germany currently stands at 
439 billion euro. “This investment creates value-add and jobs in Ger-
many. More than two million jobs in Germany are directly dependent 
on foreign-owned companies”, said Schnappauf. 
According to the BDI, the government’s plan to impose restrictions 
on foreign investment violates European law, and this claim has been 
substantiated in a report issued by the law firm Freshfields Bruckhaus 
Deringer. “The EU Treaty guarantees free movement of capital within 
the European Union and between member countries and third coun-
tries as well. The European Court has imposed strict limits on restric-
tive regulations,” explained Schnappauf. The restrictions proposed 
in the current amendment to the Foreign Trade Law are based on the 
need to protect “the public order or safety of the Federal Republic of 
Germany”. It is the view of BDI that this form of government review 
and restrictions goes too far. “These terms are open to a wide range 
of interpretation, and they do not give companies sufficient legal 

certainty. An additional review of ownership issues costs time and 
money without any obvious value-add,” claimed Schnappauf.
“In recent months, employment and social policy issues have played 
a role on several occasions during the review of foreign investment. 
This is clearly in violation of European law,” said Schnappauf.
According to the terms of the EU treaty and decisions handed down 
by the European Court of Justice, general economic interests by the 
member states must not play any role in the imposition of restric-
tions on the free flow of capital. 

Investment 

Changes expected to German foreign trade law  

Indian acquisitions, such as Suzlon’s takeover of the German 
wind turbine fi rm REpower, might be subject to the Governments 
approval in the future. Pictured: REpower engineer at the pro-
duction site in Husum

According to information published by the German Federal Statistical 
Office, German exports to India more than tripled between 2003 and 
2007. Preliminary figures indicate that 7.4 billion euros worth of goods 
were exported to India in 2007 compared to 2.4 billion euros in 2003.
Machinery accounted for 35 per cent of exports (2.6 billion euros), 
making it by far the largest category. 
The steep increase in exports continued unabated in the first half of 
2008. Compared to the same period in the previous year (3.3 billion 
euros), exports to India were up by 22.5 per cent to 4.1 billion euros. 
The positive trend was evident across all major categories of goods.  
Imports from India also grew markedly in 2007 and were nearly double 
the 2003 level. The total value of imports increased from 2.6 billion 
euros in 2003 to 4.7 billion euros in 2007. The leading categories of 
imported goods were apparel (786 million euros, 16.6 per cent share) 
and chemicals (694 million euros, 14.7 per cent share). 
Imports were up 9.2 per cent year-on-year in the first half of 2008. 
There was a significant increase in imports of apparel (507 million 
euros, +12.3 per cent) and chemicals (397 million euros, +19.0 per 
cent), while textile imports were down 3.7 per cent.
Following a trade deficit of 0.2 billion euros in 2003, the trade surplus 
in goods with India reached 2.6 billion euros in 2007. There was a trade 
surplus of 1.5 billion euros between January and June 2008. 
India is ranked 26th in the list of Germany’s major trade markets. 

Indo-German trade 

Trade with India continues 
to expand – Machinery still tops 
the export list 

Investment

Government finalises draft 2010 
Investment Subsidies Act

On 23rd July 2008, the German cabinet adopted a bill to extend 
investment subsidies for business investments in East Germany 
through 2013. The subsidies would otherwise have terminated in 
2009.
Investment subsidies are available in the new German states and the 
City of Berlin for qualifying investments in businesses that engage 
in manufacturing, render certain production-related services, or 
are part of the hotel trade. Resident and non-resident taxpayers for 
purposes of personal and corporate income tax laws are entitled to 
receive subsidies.
The investment subsidy is calculated on the basis of the total cost 
(cost of purchase and production) of qualifying investments com-
pleted in a particular fiscal or calendar year. The current subsidy 
rates (12.5 per cent for large businesses, 25 per cent for small and 
medium-sized businesses) would decline from 2010 to 2013 by 2.5 
percentage points per year for large businesses and 5 percentage 
points per year for small and medium-sized businesses.
Investments extending over several years are subsidised at the rate in 
force in the year in which the investment is commenced. Companies 
that commence investment projects by the end of 2009 can thus 
benefit from the subsidy rates currently in effect.

News 
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A location analysis reveals considerable innovation weaknesses in 
research- and knowledge-intensive sectors in Germany. Enormous 
potentials could remain unexploited in the future, warns the Fraun-
hofer ISI.
Research- and knowledge-intensive sectors such as pharmaceuti-
cals, vehicle construction and mechanical engineering or computer 
services are vital for a country like Germany with few raw materials 
in order to bolster growth and employment. Many of these sectors 
are well positioned at present: In the pharmaceutical industry, for 
example, Germany has become more attractive as a research loca-
tion and German pharmaceutical companies have become even more 
competitive since 1995.  However, a recent location analysis reveals 
considerable innovation weaknesses which could significantly lower 
Germany‘s international competitiveness, especially in the future. This 
is the result of a study by the Fraunhofer Institute for Systems and 
Innovation Research conducted for the German Bundestag.  
“We must take urgent action if we don‘t want to lose ground,“ warns 
Dr. Michael Nusser, head of the project at the ISI and says that systemic 
thinking is required rather than selective measures here and there. A 
lack of qualified personnel is one of the most important risk to com-
petition, especially for the future. The lack of scientists, engineers and 
technicians is already lowering competitiveness. “By 2020, Germany 
could be missing hundreds of thousands of qualified workers – not 
only in research and development but along the entire value added 
chain, even in production and sales,“ emphasises Nusser. The study 
shows that especially small and medium-sized companies are having 
increasing difficulties in recruiting qualified personnel. In the least 
favourable case, as well as production, their research and develop-

Germany as a location for innovation

Competitiveness threatened in the long term  

ment departments may then relocate abroad, for example in Eastern 
Europe.
This problem could be remedied only by the better integration of 
highly qualified women and older workers, young people from socially 
disadvantaged backgrounds and qualified personnel from abroad. 
The potentials for further training and education are also not being 
sufficiently exploited. In addition, investments and quality improve-
ments in education are necessary, especially in early childhood (in 
pre-schools and primary schools) in order to remain competitive in 
the long term.  
There is also a need to catch up in the expenditure on research and 
development. Spending on R&D has indeed been rising over the last 
few years but other countries, for example in Asia, are investing sub-
stantially larger amounts in this area. China‘s spending on R&D, for 
instance, quintupled between 1995 and 2004. Positive developments 
in Germany may therefore not be enough to be able to keep pace with 
the international dynamics in research and development.  
In their innovation report for the Bundestag, the experts at the ISI 
describe possible options of action for policy makers including strate-
gies for a coordinated innovation policy or for augmenting the exist-
ing knowledge base, clusters and networks. The ISI experts also list 
innovation strategies for industry (e.g. early integration of users into 
industrial R&D processes) and science. 

The complete study “Research- and knowledge-intensive sectors: 
Options to strengthen their international competitiveness“ commis-
sioned by the German Bundestag is available (in German) for down-
loading from: www.isi.fhg.de/t/projekte/d-MN-TAB-Pharma.htm

business, whether in europe or
india – why not use our expertise!

BEITEN BURKHARDT is a leading commercial law firm with
European roots. We advise and assist businesses on their
activities in India just as we advise and assist Indian
businesses on their activities in Europe. Our expertise includes
all aspects of commercial law, in particular mergers and

acquisitions, joint ventures, tax structuring, participation in
public tenders, intellectual property rights, fund raising or
simply commercial contracts. We want to become your
trusted business advisor – with legal expertise and cultural
awareness.

BRUSSELS · DR. DANIEL SHARMA · AVENUE LOUISE 489 · 1050 BRUSSELS · TEL.: +32 2 5343664 · DANIEL.SHARMA@BBLAW.COM

MUNICH (ASIA DESK) · MATTHIAS SCHROEDER · GANGHOFERSTRASSE 33 · 80339 MUNICH · TEL.: +49 89 35065-1226 · MATTHIAS.SCHROEDER@BBLAW.COM

WWW.BEITENBURKHARDT.COM

BEITEN BURKHARDT · INTERNATIONAL LAW FIRM

HONG KONG · DR. BJOERN ETGEN · 3RD FLOOR · 8 QUEEN’S ROAD CENTRAL · HONG KONG · TEL: +852 25246468 · BJOERN.ETGEN@BBLAW.COM
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German automotive industry

Investment abroad generates 
increased employment in 
Germany 

It was widely feared that the shifting of production by German car 
makers to Central and Eastern Europe would cause a decrease in 
employment in Germany. The opposite is the case, however. Since 
1995, 160,000 new jobs have been created in the German automo-
tive sector. This is the main finding of a study by Henning Klodt that 
was recently published in the List Forum.
Klodt states that this finding, which is surprising in the light of the 
current globalisation debate, is due to the investment motives of 
multinational companies. Recent studies have shown that multina-
tional companies are not primarily interested in taking advantage 
of lower labour costs in particular countries, but rather in estab-
lishing global value-added networks that they can use to better 
exploit their superior technological know-how. If a German car 
maker develops a technology in Germany that enables it to produce 

at a lower cost, this technology can be used in its foreign sub-
sidiaries at virtually no extra cost. As a result, development costs 
per each car sold are lowered, which in turn creates incentives to 
increase R&D activities in Germany, and this creates new jobs.
Over the last ten years, the number of people employed by Ger-
man car makers in Central European, Eastern European, and Asian 
reforming countries has increased from 38,000 to 100,000. Dur-
ing the same period, the automotive sector’s import and export 
trade with these countries has also developed much more dynami-
cally than with other countries. This is due to the intensive mutual 
trade in preliminary products that is characteristic of value-added 
networks. As a result, 160,000 new jobs have been created in the 
German automotive sector since 1995, which is an increase of more 
than 20 per cent.
Klodt emphasises that “it makes little sense to cry over jobs that 
have been shifted to other countries, because their being shifted is 
a major precondition to be able to make employment in Germany 
more profitable.”

IfW – Kiel Institute for the World Economy

Daimler Buses in India: Launch of new Mercedes-Benz coach in 
cooperation with Sutlej Motors: Harald Landmann, Head of Daim-
ler Buses, and Dr. Wilfried Aulbur, Managing Director and CEO
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Daimler Hero Motor Corporation Ltd.

Daimler Hero Commercial Vehicles 
production plant to be located in 
Chennai 
The Indo-German joint venture Daimler Hero Commercial Vehicles 
(DHCV), which was founded in April this year by Hero Group and 
Daimler AG, concluded negotiations concerning its production loca-
tion. In July, the company decided in favour of the city of Chennai.
The key factors leading to the choice of the Chennai site for the 
future production plant were proximity to important suppliers, 
the city‘s infrastructure, transportation connections and the large 
number of well-qualified skilled workers in the region.
The plant site, which measures 1.6 square kilometres (approx 400 
acres), is located at Oragadam, District Kanchipuram, in direct prox-
imity to several supplier parks where Daimler Hero Commercial Vehi-
cles could also secure sites for future suppliers.
The Indo-German joint venture will soon begin the construction of 
a new factory in Chennai, where it will produce commercial vehicles 
under a new brand name for the Indian volume market and exports. 
Starting in 2010, the plant is to produce up to 70,000 trucks in its 
initial phase of operation. At a later point, the production of trucks 

The German carmaker has made a good start in India, and has 
increased its sales target by 40 per cent to 2,800 units this year. 
Panton further added that BMW has been able to perform better 
than its expectations in India, saying that in the initial six months of 
2008 BMW has already sold 1563 units compared to a total of almost 
1,400 units in the whole of 2007. “In fact, we have upped our sales 
target for 2008 from 2000 to 2800 units,“ said Panton.
When questioned about the tentative launching date of the hybrid 
vehicle in India, BMW India President Peter Kroncshnabl replied, “It 
could be between 18-24 months.“ Lately, Honda had initiated the 
introduction of hybrid vehicles in India with its Civic Hybrid, which is 
priced at 50,259 US dollars (ex-showroom, Delhi).
Source: IBEF

for export markets whose product requirements are similar to those 
of the Indian market is planned.
DHCV is aiming to achieve a localization rate of up to 80 per cent 
in order to optimally utilize cost advantages. The proximity of the 
Chennai plant to the local supplier industry will help greatly to utilize 
these cost advantages and will also help the local industry and com-
munity.
Daimler AG and the Hero Group signed the contract establishing the 
joint venture in Delhi on April 21st. Total investment in the Indo-Ger-
man joint venture will amount to over 700 million euros over the next 
five years. The equity capital brought in by Daimler and the Hero Group 
will amount to 360 million euros. Daimler will contribute 220 million 
euros of this amount as a direct foreign investment in India.

> > >

A passion for coatings
Coatings by BASF protect surfaces and give them

color and luster. For automotive OEM coatings,

automotive refinish coatings, industrial coatings

and decorative paints our customers rely on our

ability to provide intelligent solutions that will

improve their products. Whether it is research

and development or production and service –

you can depend on BASF Coatings worldwide.

BASF Coatings AG

+49 2501 14-0

www.basf-coatings.com
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Redaktionelle Beiträge aus Wirtschaft, Politik und den wichtigen 
Industrieverbänden bieten kompetente Information mit hohem 
Nutzen für indische Unternehmen, die Kontakte zum deutschen 
Markt suchen oder vertiefen wollen. Die Verbreitung wird durch 
Infomedia, Indiens größten Fachzeitschriftenverlag, und die 
beteiligten Verbände gewährleistet. Ein Direktversand an die 
wichtigsten Organisationen und politischen Gremien in den 
Regionen sorgt für eine Verbreitung in ganz Indien.

� � �  Bitte fordern Sie Probeexemplare und die ausführlichen Media-Informationen an 
(siehe Rückseite).

Jede Ausgabe enthält weiterhin folgende Rubriken: Deutschland als Investitionsstandort / Transport und 
Logistik  / Finanzierung / Recht / Deutsche Unternehmen mit innovativen Lösungen / Messestandort Deutschland
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Indien und Russland. Mit GermanyContact steht der deutschen 
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