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ls  Co-oparation in the 'ndustrial develconment ficld as a {orm of

cconomic relaiions

1. Co-operation in the industrial field has become on integral part of the
many-fi1ded coonomic relatlons of the Soviet Urion with many couniries of Asia,
Africa and latin America. 7hece relations bLege Lo f a century ago as a funda-
menlally new phencmenon in internatioral life,  The basic {enturen or these
relations, which the Soviel Union contirnally stiives to nut into practice,
cerive from the very essence of ihe Soviel Union's cocial girocturs, where
exploitation ond the cocial and cconomic roazons 53 ong at the root of cfforts
te oppress nther nations have heen eliminateds T8 a0 perfecily ratural, there-
foru, that the USLi’s main awun an 1t coconomic relatlions with recenily 1nan; -
dert and other develeping countries should best Le summed up an the faiioatng
general terms: Lo assist Lo the grealest possable extent the developrond rns
profress of iriendly Sintes ond help to solve tue vroblems of pariner States
through the fullest and most mutually advaniageous utilizabion of the raticnal

elements of the internavional division of labour.

2. This aim z2lso 1ncludes ithe promotion of the development of developing
countries' produchion resoreces, whach nre the basis {or thair nollionsl economys;
the creation of the most ra::onil siructure for voarious hrenchea of anduntrr;
the cpeeding up of the rate of cconomic growth; the achievemeni of econoiare
indepandence, ant the raicing of the standard of living of the peonle, [t the
same time, 1t 15 ike funciion of these cconomic velations Lo pronote the solu-
tion of certain problemu in the development of the nriionid cceonomy of the USSW
and to enable e>ch participibing countsy to save national exponditere of labour
by exchangins rocds ond services in accordance with differences in nationisl
productior corditions (zhat 15 to say, one counlry may be in & tetler posiiic

to produce ce:tain goods or services thon 1ig yartncr) and consequently in

accordance with deviations of naticnal cosis from international coBise.




3.. The above—-mentioned general aims of the USSR's economic links with develop~-

\ng cowntries also apply in full, of course, to co-operation in the field of
industrial development. In this case, however, the aims are mad~ more specific
in order to take into account the specific features of this branch of the economy
and the needs and possibilitics of the partner countriete. Analysis of boviet
exyperience shows that among the aimms of co-operation 1n the industrial {ield are
the promotion of the growth of production capacity by Lthe censtruction of new
enterprises and the extension of ex18ting ones, the study and exploitation of
natural resourcas, aud the training of skilled personnel - oae of the most
importunt of produc tlon resources. The lerical result of the achicvement of
thege aims 1p an lncrease 1n tre general productivity of labour, profressive
gquantitative and qualitative changes in foreym trade, and increases 1in employ-

ment and 1h national income,.

4. 1t is perfectly obvious that the development of fruitful co-operation and
the achievement of the desired objectives are possible, given certain conditions,

the most important of which, 1in our view, are the following:
1. kExternal economic potentialj

2e 'he observance, in all relations, of principles correnpondi.g with

the interestis of the participaling countries;

3, The selection of directions and types of co-operation which corres-

pond with the nature wnd ob jectives of such co-operalion.

5. Lel us sea now to what ex’ent conditions existing 1n the participating
countries correspond with tho aims of co-operation and ~romote 116 development.
Normally, there erc iwo sides in ruch co-operation:  one of them tho {oviet

Unton and the other the develepin countrics, each of which particip.tes in the
capacity of an independent partneTs Tt ig quite possiblo, however, -d in many coses
more advantaccous, for co-operation to be on a maltilateral basis. Tn con-

sidering the conditicns for co-operatlcn, therefore, 1t 18 necossary to draw a
distinction which lakes into sccount the roles of the countries in their mutual

relationthipse

6. In our view, econoficC conditions ehould be placed in the foremost position
among thece varlonus conditions. 7This is no arbitrary view, as in the final

analys1s such conditions determind the poeniible limits of the exchanges of goods




and scervices and the financial and other forms of reladionc.ips.  The mostl
important elements 1in external cconomic poterntial, in our view, ure those

such as the volume of export goods which are of intcrest to the pariner
country, or the pessibility of increacing or arransmung for the production of
such goods; a sufficiently hiph scaentafic and technical level of the country
which is providing economic and lechnieal aceaistance; readiness on the part
of the countries requiring such assistance to accept 1t on an equel basis ond
to make use of it effectively, and the eciintence of transport facilitaies,

communications and means of moving: the goodi Lo be exchinged,

7. Conseqiently, what are peeded are goods which are of mutval anierest Lo
the partncrs in the exchange and are avallable in quantities sulficient, vhen
added to other means of payment, for the immeaiate or subsequent (in the casc
of credit) paymenl for the goods or services to be provided in retwrn,  Bxper-
ience shows that deliveries of poods and services free of charge should only
be resoried to as a tcmporary measure, 1f there is no other course, as they
camnot form o satisfuctory basis tfor bolb particip.nts for normal, developuny

long-term ecconomic relationzhips,

8, 'The scope of co-operation in the industrial field is determinced above all
by the requirements wud possibilitites of the developing countries themcelves
and the nolicy followed by their povernments in this ficlds At the sume time,
the Soviet Union's capacity to supply the material clements for enlerprizes aad
to provide finance naturally constitutes a limiting factor. It 1s therefore
entirely understandable that, in different countrics, d:tfferent branches of
industry, different types of eaterprises, and even somctimes work unconnected
with indusirial enterprises, may be the subjcct of co-operation. Generally
speaking, however, co-operation usually covera the most important extractive
and manufacturing branches of indusiry, which produce both the means of pro-
duction and consumer goods. These include such branches as electric power
generation, the petroleum extraction and refining industry, the pguas industry,
the coal industry, the chemical industry, ferrous and non-ferrous nevals pro-
duction, mechinery mianufacture ond metal working, the redio industry, the
textile industry, the fcotwear indusiry, the canning and food precervation

industry, the sugar industry, the pharmaceulicals indusiry and others, An

important part 1s also played by co-operation in agriculture and tran-pori, in




the surveying of natural riches and waler power resources, and in the iraining

of national key personnel (specinlists and skilled workern). A matier of con-
siderable practical importance in this conncxion is that of the relations
between different sphercs and forms of economic co-operation. ‘Thin question

will be considered in the next scction of this rcporta

2. Selection of branches for industrial co-operation

9, The question of the selcction of the branches and obtgjectives for co-opera~
tion ip extremely complicated. It 1is often very ditficult to give a definite
"gimple" answer to the question as to what branch is to be selected and what
objectives are to be given priority in it, when the developing country in
question has so many other important and pressing problems to bs solved, such
as the creation of modern national industry, the raising of agriculture to the
level necessary to meet not only the groviing needs of the population and of
industry, but also increasing export requiremenis; the development of irans-
port, the provision of employment, the improvement of the balance of paymcnts
and of the external trade structure, and so forth. Tn order to golve cach of
these problems, the developing countries nced coertain amounis and prooortions
of financial resources (in national and foreign ourrcncy), material resources

(means of production), and huian resources trained tc carry oul administrative,

organizational and technical dutics.




10. 1n selecting the branches which it is intended to develop and the enter-
prises which are to be established or ecxtended, the following erileria are itaken

into censideration Lo varying extents:

1. The new or extended enlerprise must receive 1to raw mibterial
requiremente from rational resources and must make possible
the most effective utilizalion of these reoources in the

national interest;

2e There must be an adequate domestic market for the sale of
most or at any ratc a substantial part ot the new enterprisc's
production; the constructior of enterprices which are intended
to work wholly or predeminantly for expori can be justafied
only where production conditions are favouralle and there 1is

steady demand for their products on foreigm markets;

3. The enlerprise (induutry) which 1s to be set up must be of
importance lo the nalional econony iand must actively promote
the growth of other enierprises (brinches) hy processing
their products, svpplying them with power, mecans of production,
or raw meglerial, or building wp stocks, while at the snine time

it must assist 1n devcloping the national economy as a wholej

4. The enterprise musi muke a hipghly effective contributicn to the
national economy. It must consequertly require relatively
small specific capital investments {1invesiments per unit of
production) and it m'st cover costs as quickly as possible,
while at the same time 1t must act as a fulcrum and muliiply
the efforts being mauve to secure the economic independerce of

the country,



11.. The above critcria are not, of course, of universal application, and

a comprehensive survey of conditions and recources of the country in ques-

tion must be made in cach epecific case. Thus, in countries with rich and

varied natural recources, with a large population and with a relatlively high
level of development (india, for examplc) the mijocity of branches of modern
industry can e developed to some extent or another. In couniries, however,
where there arc rich or even unique deposits of speciflic minerals (such as
setroleum, copper, or bauxite) it is most advantageovs Lo give priority to
enterprises for the exiraction, cnrichment and processing of such rerources.
Such an appreoach will alsc be highly effective n building up resources for
the development of other branches. 1n other countries which have particu-
larly favourable conditions for cullivating crops or ralcing animals and
producing commocilies besed on ihesc resources, there is every justification
for giving priorii,s in the initial stages to enterprises for ihe industrial-
scale processing of these type~ of raw materials and commodities, thus impro-
ving the possibilities for their export, increasing their value, facilitating

tr.nspert and reducing expenditu-e on their production.

12. 11 does not follow, howecver, from this that it is neccssary to continue
for a long pcriod Lo give priority in such countries Lo the extractive indus-
iries, tight industry and the food industry. On account of their ability to
cover their original ccsis relatively rapildly, cnterpriscs in thesa branches
arc of considerable importance for the solution of the problem of building

up resources in the initial stages of industrialization, but they have rcla-
tively little influence on the grouth of other branches of industiry and of

the economy as a whole., HMorcover, a certain lcvel of power gencrulion and
machinery manufactiure 1s necded Tor the normal functicning even of enterprises
in these branches. Iuadeed, pover feneration and machinery manufaciuve are the
most important prercquisiies for scientitic and technical progress and the
comprehensive development of the econory. The ready availabiliatly of power and
the provision of workers with suitapble power-driven equipment exercise a
decisive influence oa bie praduct’ niy of labour. As cxperience shows, the
development of power fFencration in advance of necas creater favourcble conai-
tions for the developinnt of corher branches of industiry. This in why changes
in the prioriiy given to “he developmeut of the verious brarches ot industry

are inevitable as develcping countrics grow up eccnomically.




13. A no less difficult problem is that of defining Lhe opiimum gize of Lhe

enterprise to be constructcd. It is well knowm that laree enlerpriscs are
usvally in the forefront of technical progress, ulilize the latest achieve-
ments in their branch of industry, and provide the best condilions for hish
productiiviiy of labour. At Lhe same time, however, large capital investmenis

are required in order to estuablish them, they nced a larpge market for the sale
of their producls, and they require highly qualifird admin.strative and teche
nical management staff, Moreover, they use fewer workers, rclatively speaking,
per unit of capital invesiment and per unit of production thin small enter-
prises. The establishment of small enterprises therefore has more effest on

the solution of the problem of employment for a given volume of productiocne

Out of the host of possible solutions, the basic criteria for the gelection of
the size of enterprises are usually the desired volume of production of the
goods in questicn, the optimum technical parameters, the supply of row materials,
the market for sales, and \he transport services available. Preference 15 given
to large enterprises mainly when this 1s of decisive significunce from the point
of view of the introduction of the latesi technology, Lthe atlainment of high pre-
ductivily of labour, and the achievement of the greatest possible effeclivents
of capital investment. Thic 15 particularly so in the cune of iron and steel
works, chemical works and hyvdro-electiric power stations. In many brancher,
however, modern production technology and efficicncy are algo attainable in

relatively small enterprises.

14. The Soviet Union's co-operation with developing countries siande out as an
active factor in the promotion of the growth of the national economy of thece
countries, This is shown clearly by the fact that such co-opuration resultis in
the creation of new produclion capacity, opens up deposits of minerals, traine
produciion and management staflf, and also creates thi most favcurauvle condilions
for the normal processes of development in the branches involved., These oficcts
of co-operation result from deliveries of menns of production, the prevision or
technical documer.tation and know-how, the training of statf (both in the USS:

eand on the spot), the surveying of natural resources, and increared purchases

from developing countries of goods produced by them for sale on foreign murkelo.




Gt oparticular wmportence to o nurtep of countiries are purchases of producin

which, for varioug recasons, they have bad seriecus diffacolties in sellang on

other foreyn markelo

15, ‘fnuey an 1906 for exampeie, the Saviet fnaion suwpiaed develepaors countrien
wilh aboul 7,000 melalwerk iy wochine teaiay over <09 mylilon reubles!’ worih
af power produciion eguipment, 5000 tractors, 427,270 tonnes of 1ron and stecl
cee Liony and about 1.6 o llaen tonnes of Lvm\ntyl e T5GA's deliveries of
mochinery and equirmenit vere prodominantly to develop iy countries car ying out
a4 consistenl pulicy of andustrid.zatione  In partacoiar, 0.6 millien roubles!

worth of such poode were deliverad to Trdus and 120,60 reublest wiorth to the

o e ',‘.-{-')'/

. In the pericd from 1995 to 1'w, over 0,000 Soviet 5])()!31E\115t£3"§’ were cent
out to give technical asgistonee i the constraction of enterprises and Lo carry
out gecological and other work 1n deveiopans countrieses  lHorking side by side
with national personncl, tney earorly trancmitied to the latter their experience
-nd knowledge. ‘lhus, during consiruction vwort and durins the execuiion of other
types of work, national personncl ere trawnad both in building trades and in the
trades needed for the cperation of enterprices or ihe carrying out of geological
surveye and plannming worke In hiition, specialists are also trained directly

in appropriate Scoviet enlerprises,.

17. The growing Soviet purchases of goods in developing couniries are consider-
ably extending the latter's possibility of amporting goods for thear industrial
development and for the satisfaction of the needs of their peoples. ‘'thus,
inports of cotton into the USSR from developins countries rose from 18.7 thousand

tonnes in 1995 to 1f6.3 thousand tonnes in 19((; over the corresponding period

1/ “Foreign irade of the USSR in 1906". Stetisiical survey, Moscow, 1967.

2/ 1bid., pp. 242 and 300.

3/ "Foreign Trade", 1267, No. 1, page 21.




imports of wool rose from Y245 thousund tonnes to 27.1 thousand tounes, importg

of natural rubber from 24,000 Lornes to 311,000 tonnes, and imports of pay hider
from 3.3 million hides to 21, million hldﬂﬂ.l/ There were also coaslderable
increases in imports of cof'tee, rocoa beans, tea and fruit, Morecver, the
exports of India, the VAR and n.uiy other developing countries to the Dovie!
Union contain each year an ancreasing proportion of locally-made monuiwcturcd
goods such as textiles, footwcar and oiher 1temse CGver A7 million se:bpros of

. - 2
cotton textiiles were inported anto the USSR from these couhtiries 1y ljhb.—/

18, Deliveries of goods from developing comitries are also of great inport:nce
to the Usci, although their role in satisfyine the Soviet Union's total regquire-
ments varies considerably. In the case of gouds which are produced in laree
quantitites in the USShH itself, such ag cotton, wool, raw hdes, etc,; 1mporis
from developing countries only represent .1 small part of requiremesnis, shnti,
for example, almost € million tonnes of raw cotton were produced in vhe UGS

in 19662/; which comes to about 2 million tonnes when converted into cotton
fibre, 1In the same year, the tc’il imports of such natersal from drveloping
couniries did not cven amovr® to 10 per cenl of the USSiis oun national DYoo~
duction, but in evaluating the importance of iicsc mmporis 1t mist be borne 1n
mind that in this particular case imported raw materinl s of particalar sirm,-
ficance in satisfying quality requirements, o a large proportion of ‘tho cotton
imported is long Staple cotton. In the case of a number of commoditieg which
are either not produced at all in the US5l, such as natural rubber, cocoa beans,
coffee, etc., or arc only prodrced in quite omall quantities, 1ndus’r1al and
congsumer requirements for the country are satinfiod rnaanly through imports

from developing countries, The main limiting factor in regpect of the imports
of such commodities into the LSGir 1s not the capacity of Soviet market, but tho
magnitude of the counterpari purchases by the developing countrics of Soviet
goods, the proceeds from the salc of which are used entirely for payirg for
importe from i‘hose coun.ries, The overcoming of such a limiting factor is

entirely in the 1interests of the countries co-operuating wiih each other,

1/ "Foreign ‘irade of ‘he Soviet Union in the post-war years", supclement to
the journal “ioreirn Trade", io. 1], 1905 and No. &, 1966: "Foreign Trade",
1907, lo. 8, page Hh.

2/  “Foreign Trade", 1967, lo. &, page 56.

3/ "The USSR in figures, 10Cc", "Statistics" Fublishing House, Hoscow, 1967,
page 8.
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3.  Co-oreration inthe ficld of industrial development

19. At the present time, UBSY co-operatlon »1th developing countries in indus-
trial development is influenced Ly a mumbar of Tavourable and wnfavourable {actorsc,.
Among the firsi facicrs, in &dd.tion to the hir™ technical and cconomie potentizl
of the UGSE already rcferrcd to, oo guch vmpor: .t conslderatlons an vhe peacn-
loving and fricndly foreisn polic.cu of the 1L, which mect with the wndev—
standing and snpport of the governmin.s of man. ACVC!OpINS COUNLILes, {he GOl
munity of oh.ectives of ihe Seciralist Ctates in ther relations with ihe developing
coun‘ries, and ‘he planred nature of the Soviet economy, un'ch cnables the aqueries

and susrrestions oi the developing countries 10 Le taken inio ancount in the inter-

ests ol all concerned.
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20. Among the unfovruravle frci o the most

m, ovtstandin: are the external

and intcrnal circles whone inte . 58 are not scerveg by co-oreration with
the USSK, as il does ro! corrcipond with their own aime of mammtaining their
OwWn positions 1n new L, adepeonder ) States and othep do s loping coun'rice,
The development of o0 -(n ration noalso handerog by oSach o phenmena L5 e
under-development of tl» veonomis md social clructure of iy develepang
countries, the luck ¢ experience ol certian Soviel orurizalions in the esti-
blishment of relations with conn: Emowith oo dafferent level of development,
and disparities between supply i demand as far as the ringe and technical

characteristics of avalilable poode are concerned,

21. The US3R's experience in Co-operation with developing countries ain the
indusirial field gives grounds I'or asserting that the obsolete econumic und

Bocial structure left over from the past in suen countrics is

& BCTiCUS any pro=-
tracted hindrance to their industrialization and 10 co-operation in this Tierd
with countries which are ready ir give economic and technical aide  ‘lhe low
leve! of productive forces and demmnd, the predominance of o natural and
peasant eccnomy, and the remnaric of feudal 1nstitutions seriously limit the

Fo establishment of

i
u

expansion of the iniernal marke: .und make more difficull
interconnected (mte(tr;xt,ed) indusiry, the eftect ve utilization of large
electric power and hydraulic works (espemall;,‘ Lrrigation systems), and the

coemprehensive development of thie whole national economy.,

22, DBecause of this, great efforts are cailcd for from government authorities
at all levels in order to achieve, 1n such stil} undevelopad cconomies, full
loading and planned und effective cperation of Lhe new large~ and medisua-

scale modern industrial and power-production ent. rprises so as to ensure that
these entersrises do 1ot remain 1solated phenomena, but are fully integrated
into the strucilure of *the wholc cconomy and scrve as active catalysts for its
dyramic development. Failure io solve, or errors in tackling, the mass of
problems connecied with the need to ensure that these new enterprises are
guaranteed the raw materials they need, a constant supply of production workers,
and proper outlets for selling their products create considerable difficulties
in the operaztion of such ent.. rises and lower their profitability, thus leaving
openings for atlacks ty possible ovponents within the State sector against

indusirial development and co-operation in this field with the Soviet Union,
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23, .1t should bte notcd that under-development of the economic and social i
structures of developing countries has a ncgative intluence on co~operation %
in the industrial field boith al the stuge when cnierprises are being con- |
niructed and when they are being operaled.  Indezd, 1n many cases the achieve-~ |
ment of nermal cperaticn of enterpriscs 16 a more dif{icult mutter bLhan their |
construction, as 1t culls for much jienter orpanizing elforis, co-opnration hy i
planning, financing, supply and narketing bodies, and also appropriate exper-

ieace and co—ordinated work by the entirc management, technical and production

staff of the er‘erprises. It 1s perfectiy obvious that lhe co-operating parincr

countrics cannot turn a blind eye to the exastence of an obsolete ecoromic und

social structure and tne difficulties which arise from this. As the establish-

ment of a properly developed economic structure is a velatively lenglhy process,

however, additional measures muct be taken by tho partners to enable the ohjec-~

tives cf their co-operaticn Lo be achicved in the existing conditions.

24. The form which co-operation 1s 10 take is determined by the nature of the
co-operation, it3 ctjeciives and the actual conditions in which it 1s organized.
1n ordcr to analyse this, let us examine these tactors from various poinis of
view under such main headingc as: the participants 1n co-oprnration relation-
ships, the principles of organization of such relationships, the status of

jointly-constructed facilities and the utilization of the results of co-opcratilon.

25, As far as the nature of the participantis 15 concerncd, the basic form of
co-operation is co-operation at the Government level, where the conduc! of nego-
<iations, the druiing up of agrecments and the gettlement of any protlems 18
effected in the name and on the instructions of the Governments of the countries
concerncd. Fheluiions are also {requenily carried on at the level of government
institutions (departmentis), non-government instiivtions (banks) and commercial
organizations (foreign trade corporations and firms).. The nature of the parti-
cipanis 1n co-cperation relationships 18 determincd to a considerable extent by
the fact that the Soviet Union co~operates with the developing conniries pre-
dominantly in the field of the establishment of industry in the State scctor

of the economy. lhere has noi been any extensive establishinent of econcemic
1inks with private firms, cuch links are usually established direcily beiween
Soviet foreigm irade organizatiors and firms 1in the corresponding partner coun=

tries, and in such cases technical assistance in the construction of industrial

enierprises and the execution cf otiler work 1is provided on 2 commercial basis.
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26. As far as organizational principles are concerned, the predominant form
of co~operation is the Jjoint execution of work by rersonnel {rom the Soviet
nion and from the partner country, Broadly speaking, the foliowins princi-
ples are used as a baris for the division of functions betwcen the concialicts:
the Soviet rpecialists sarry out, for the most Farty encineerine and technical
work calling for a high standard of training and considerablr cxperience, while
the local specialists carry out administrative and organizins functions. If
there are qualified national specialicts, then they, like the Soviet specialinty,
carry out work of an engincering or technical nature and form part of the tech-
niecal staff of the various rections and of entesprises as a whole, As for the
necessary manual workers, for the most part they arec recruited by the management
of enterprises on the cpoty and the only manual workers sent from the Soviet Union

are skilled iradesmen who :annot be recruited locally.

C7. Another form of co-operation uscd is the "contract" system, whereny the
Governmerit or an institution of the pariner country actg in +he capaciiy of a
purchaser and the contractor ig a foreign trade orcanization of the sen,

There are two disiinct forms of such co~operation: the first form ir when the
Soviet organization carries out ceriain limited work such as prospecting,
planning, cte., with its own resources, while the second iz wnen the Soviet
organization undertakes the entire work connected with the execution of the pro-
ject itself and presents the completed project to the puriner country in com-
pleted form, Depending on conditions, the Soviet organization may either carry
out the work entirely with its own resources and facilities, or it may bring in

local firmg as sub-contractors,

28. Use is aleo made of a form of co-operation where Soviet organiza‘ions act
only as executing agents or suppliers of equipment for a projec~t, without

actually taking part in the construction work,

A particularly important form of co—operation is the training of cadres.
This includes the transmission by Soviet specialints and worters of their own
experience and skill to their local colleagues on an individual basis directly

at the work place, the group training of workers in various trades by Soviet




pergonnel on building pites, and cxtensive assistance in the organization of

trade and technical schools, training centres, medium level technical schools,
and higher educational establichments, the various forms of asuinting the
training of cadres within the developing couwntry jtgelf are supplemented by
in-plant training of cil1zens of the country in Sovaet induserial plants,

on-the—job Lraining courses for mwmayrement and technical personnel 1n Soviet

enterprises ard planning orgenizilions, training at courwes specially organized
(884

for the purpose in the UGS, and also training in Scoviat middle and higher

educational cstablichments,

3. As far as the status ot jointly-constructed facilities and the principles
of utilization of their outpul and of other results of co-vperation are con-
cerned, lhe established practice 16 that the enterprises constructed, the goods
they produce, and the resulis of geological prospecting surveys and other work
are the entire property of the developing countries o which tho USSH cxtended
ite co-operations The assis’ oo o of the Coviet organizations usually ends atter
the completion of the constrint.on process, the starting-up of an cnterprise,

and the achievement of smooth production operation. The Soviet org:anmizations

do not reccive any profits or o.her income from the activities of the entcrprises
constructed with their assisiance, The adeoption of such a torm of co-operalion,
of course, does nGh rulo out the possibility of u.ing other fcrma, particularly
Lhose such as mixed enterpriscs or :nterprises operating on the priuciple of

the "division of production's In rccent years, increased attention has been

raid to such forms of relations, a3 in certain conditions thev have some advan-

Lages over other {forise.

30. ‘Ihe above clasgificalion of forms of co-operation is given orly for the
purpose of analyois. In practice, however, 1t is very difficult to isolate any
form entireiy from the others. ‘hey are all closely jnterWwoven ana often over-
lap with or couplement cach other. A particularly wide variety is to be observed

among the forms of co-operation in training cadres.

31,. ‘i‘here 1s also great varioty among the conditions of co—operation as applied
to individual countries, although these conditicns have many important charac-

leristics in common. we will t.ecrefore concenirate primarily on the most impor-
tant general features. Firstly, Soviet assistance in 1ndustrial development 18

Laver accompanied by any ecOnocmic, political or other conditions which infringe

the sovereigntiy and national interest of the developing country which ic a pariner
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in co-opr.ration. ‘The participants in such co-operation take part in it aa
sovereirn and cqual pariners who voluntarily assume certain specitic obli-
gations and responsibilitics which are to boe carried oul in an agreed period

of time ond to an approvrisle siindard,

32. Secondly, the division of the relative extent of participation of cach

side is carried out according Lo a scheme which has been perfected n practice,
The oblifations of the Soviet Union {or Soviet organizalions) usually inelude
whatever the developing countrics cannot do with their own resouvcen and
facilities, namely: Lhe execution of ihe work comected with the preparation of
an industrial project for construction (jnvestigation of the uite where the
enterprise 15 to be built and ithe source of raw materials, plonnaing, etc.);  the
supply of materials which cannot be found on the spoty, together with the necessary
congtruction machinery; the supply of production and Ltechnological equipment
the technical direction of the building and fitting-oul work; ihe start ng-up
and adjuctment of equipment; the introduction of modern production methods
together with the transmiscion in this connexion of technical documentat ion,

and the training of the necessary national personncl,

33, The obligations of the dcvéloping countries, for their part, consistu pri-
marily of making available the necessary siles; organizing the production and
delivery of local building matcrials; carrying oult the recruitmant of local
personnel (specialists and manual workers) and setiing up a building collective;
administering the work to be carried out, and providing funds to cover all
expenditures in local currency as well as paymen', at agreed rates, for the
materials, machinery and equipment delivered from the USSR and the services of

Soviet specialisis and manual workers.

34. A third important general characteristic is the possibility given to the
developing couniries te repay Soviet loans with home~produced goods, including
the products of enterprises constructed with the participation of the USSR.
Finally, a general feature of the conditions of co-opcration is thai the pricesn
for Soviet equipment and machincry and for the goods produced by the developing
countries and delivered by them in payment or as reparment of loans granted by
the Soviet Union are established on the base of world prices. In fixing the
prices by agreement, however, every effort is made to exclude fluctuations in

prices on the world markets which are due solely to competition or to fortuitous

causes,
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15,  In addition to the general conditions, the two cides may estahlish, by

autbual asreement, single (individual) conditionf. In come cases ihesc miy

Lo commecled with the establichwent ol enicrprises {or the extraction and
product ron of buildirg meterials or the provition of Lransport facilities,

while in othoro Lhey nay be conprebed with cnonges 1 Lhe make--up oi deliveriet
paid tor in national and Porcipn currency {paaebicularly when the developing
country connot find sufficient money for its shuare of the nxpemiiture) or may be
cormec! o6 with the entrusting of particular work to locil plaonning and construc—
Lian crganlwations, cic,

ey

3. The conditivns for co-cpeiition betuecen the USSR and a given developingg
country are the resutlt o bilateral discucsions between duly authorined repre-
sentabives of the poriner counbrics, and they are embodied in thec documents
(afrreements, memcranda and cortracts) sigmed ab the conc lucion of such discun-
sions. Arreements are rormilly tgned by the duly anthorized representatives
of Covernuentse. ‘The memoriyd: 1nfarped to supplement, enlarge on or clarify
an agreement, Concruele oblymtions for the pupply of equipment, the provision
of gervicens and lhe eiecubon of epecific work arc conbtained in contracts which
are sipned in pucsuanee of agrecments or memoranda prepared jointly vy forecisgn
trade orgsnizs bionn of ithe 125, and anthorizedocganisations or tirms of the

partner countiye

37, Agreements for economic and technical co-operation may be divided into two
typest general agreoments and specific agreementse Yhe first type of agree-
oonts g a rule coves a number of hranches of the economy and mmany enlerprisnes,
while the second type of arrecment covers only a single large projects Thusy
for example, .he ihila cleelworks was the subject of & Soviet-Indian agreement
for economic co-cnerabinm, sirmed n 1995, while ihe Roknro steclworks is the
subpect of 1 cimilar cereement siged 1n 19¢%. hnother specific agreement vas
Lhat signed b lueen the USSH and the UAR and concerning primarily the cons Lruc—
tion of the A-<un High Dems Such division of agreements, however, does not
significontly modify therr intrinsic nature, and we will therefore deal here

with the mosu importent features mel with in both general and specilic agreemenis.

38. On the busis of the established aims of the co-operation, agreemenis nor-

mally specify the branches of the economy or the enterprises which the two

sides are to join forces to develop or establish, while each partner country's
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obligations 1n order io achieve the desired resultn are aluo mlated., Ag well ag
the above, agreementis usually also contain provisions obliging ecach side to Leep
the other informed of tne proFcress of work and delaverien, while MANY afrec-
ments contain undertakings to five maximum encouragcement to the parlicipalion

of organizations «nd firms o1 Yhe developing country in the execution of the
prospecting, planning and construction work and the delivery of machinery and
equipment, An importont component, part of arreements 15 tnat specrtying the
size of the loans to be made by the Soviet Union and the conditions under which

they are to be granted, used and rcpaid,

39. As a rule, loans are designed to cover the payvmeint of Soviel orgamizations
for survey and plunning work, delivery of equipment, expenditure on the dispatch
of Sovietl specialists to developing countries and the coul of maintaining citizens
of the developing country sent for training in the USSite It can cnily be secn,
therefore, that the funds provided under Soviet loans go to pay thoeme expendilures
of the developing countries which must be made in foreign currency. This serves
as a starling poial for determining the size of the 1nan, which depends basicnl ly
on the amount necessary to cover expenditurcs of foreign currency on the projecta

'

to be carried out jointly., "lis principle ir also rctained in esience when Lhe
two sides, as sometimes happens, first of all decide the amount of the loan and

then define the project to be carried out with ite

40, That Soviet loans are in full accord with aeveloping countrics objectives'
of establishing their own naliornal industries is shoun not only by the extremcly
low intercst on the lowrs (2,5 per cent per annum) and the relatively long bhenic
repayment period (12 years), but also further favourable conditions, namely,
repaymenl of the lcans does not begin immediately from the momert ther arne used,

‘

but usually a year after the completion of all deliveries or the ot t-up of lhe
enterprises built, while facililies are available Tor the utalization of pgoods
produced in the developing country to pay off the lcans. In mmy wuirecments,
repayment is in national currency: loan repayments are paid 1nto o cpecial
account of the Bank of the USSH at the National Dank of the developirg country,
where they are used for paying for locally produced goods purchased by Sovict

foreign trade organizations., Some agreements spccify the poods which are to be

delivered to the Soviet Union in repayment of loans.
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41, 'The participating countrier undertake to do everything they can to
further the fulfilmert of the agecemant which has been signeds A magor
prachical step an thas dairectaon ie the signirg of contracts defining the
volume of deliverics of equipinent, ‘he amonnt of worlk Lo be dons on ciach
progeet or wection of oomrogect, the period in which this o to beione, the
basie techinical requiraionts, pricos and other conditions, Among Lho moasuTes
Lablen to ensurc proper fultilment of rreements ares  Mhe mutual provision of
imformat ion, syciemalic meelings of representatives of the partner conniries

at varions levels, the incorporation of puarantees in lhe agrecments, und, 1in

the case of contracts, penalties for the non-fulfilment of agrexd conditions

of delivery.

42, Over 70 per cent of the total volume of economic and technical asGistance
provided by the Soviet lnion to developing countries goes on industrial doevelop-
meni, Long-term loans (totalling over 4 million roubles)l/havc become a compo-
nent par!. and an important conlition of the majority of agreemenls on industrial
developmenl co-operation eonclnd A hetwe:n the Soviet Union and developing coun-
tries, Under a number obf worcementn, however, co—oparalion is carricd on under

normal commercial condilioens (1ere, Withoul long-tern loans). A careful study
of ihe 11.% of indusirial prepccis carried out in devclopine countries with the
sesistance of the Sovieil Union cnnhles the conclusion to be drawn thut many of
them could noi have been carricd oul without long-ierm Soviet loans. lloreover,
under present conditions broud cconomic co-operation with several developing
countries =. the lovesi level of development would be extremely difficult or
even practically imposscible without such loanse.

43. ‘thas state of affairs goes a long way towards shaping the role of Soviet
loans in co-operation for develepments In actual fact, however, their role is

more varied, and Soviet loans fulfil the following furctions:
(a) ‘they are an imporiant source of external financing for
programnmes of industrial development;

(b) They mobilize the financial and other national resources of

developing couniries for industrial development;

1/ ‘'Foreign trade", ro. 1l, 1967, page 19

|
|
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(¢) They serve Lo introduce technically advanced capital

equipment and produciion know-~how
P p ¥

(d) They promote increases in employment, productiion ang

national income;

\ . . . . .
(e) They cxert an influence on internationol credit re-lations,
and particularly on Lhe credit policies of Western powers

towards developing countries,

44. Two important methodologicul conclusions can Le dravm from the above,  Jha
first of thers is that Lhe siensficance of ardit cannol be  judgred sanmuly by the
total amownt of loans made. ‘The important thing is obviously the effoot uhach
vhe use of these loans hae on the indusirial development and the whole econony
of a country, ‘he secord cenclusion is that in evaluating the results of co-
operation the whole eflect derived from the utiiization of the lowos g be
taken into account, as the loan given by the country wirich 1 proviiing ussig-
tance and the expenditures and eiforts ot the countiry which is receiving the
loan are essential pre-requisites {or attaaning Lhe objective of co-uperation,
The granting of loane stimulates and sapports the efioris of the deraloping
country iitself, but the effectiveness of leans 1tself depends to o large evten,

on the expenditures and cfforts nude by the recelvan: counirey, therefore,

wherever possible the extent of participation by cach partner must be gpecafied,
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45, T{ is not difficult Lo rce that the importance of Soviet loans as a
source of foreign currency tor industrinl development is particularly evident
in counbries which hove quiie cxlensive econome co-oneralion with the Ushi
in this field. fThus, tor exwiple, Doviet loans provided over 30 per cent of
the capital nvectients and over tuo-thirde of all the funds received from
exiernal sources for the eyecution o the first {ive-yvear plan (195“—19h1)
in Afghanistan, ond according 1o avallable eatimates they form ApPTOXIMALLy
half of the {unds received by Afrhanistomoan the form of forcign aid in the
period covered by the second tive-year plon for tho country (1062~1907).
Inans enabled India to muke substontial capital investments an the
cocond (1955/1957 = 1960/1001) and thixd

Soviet
State sector of ndustry durin the

(1961 /1062 - 10605/1666) five-raar plans,  Soviet loans enabled the United Arab

Republic to cover L11 ite foreim currcney requiTemenis an eonnesion with the

construction ot the Aswan hrdroeleciric complex nd many industrial enterprisos,

while Soviet ioans ascounted for approximately 30 per cent of tha country's

entire erpend:iures in foreifn currency on industrial developmunt during the

five—rear pian (1960/1961 - 1964/1965)1/'

46. In the initial stages of industraialization, the capacity of the aintern:l
markel frequently 1i -~ behind the growth of production hecause of under-
devclonment of cornc .cd branches, the competition of foreign goods, and the

inadcguate purchasing power ot +he population.

and also D. G, Chertkov,

1/ ‘"Foreign trade", 1967, Mo. 9, rage ¢, .
wThe USSH and the developing

- R. No Andreasyon and Yu. J. liozhacv,

countries", loscow, 1964, pages 23-24.

|
|
i
|
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47. LEconomic cc-operation wiih the Sovict Union in indusirial develcpmont

not only considerably incre:ies the resovrces availalble for saticfying tho

internal needs o developrr - countrien, but algo serves to expund tneirp

exports of indusiyin} toode, hug, tne output of *he 2hilaa nteclviorks 1g
not only so0ld on tree anteo, . market un India, but 1. a4lso cxported te Amion
countlrieg (1ncludxn5 Jarcr) soad Lo Furope.  Some cntorprlsuh, such as factories

for Lhe produciion o cenned cuuds and Juices an a Niwber ot Alrieusn countries

(Guinea, Mali etc.) produce part of their output with a view
to export, as the requireme s of the intornal markel are satistied Tiuinly by

fresh weat, f1sh, verelablos o0 fruit,

48, As a means of rromotine whe industrial exports of developing cowniries,

increasing sipnificance 15 i acsumed by the provisions contained n many

co-operation agreementis oo ‘ho repayment o' Soviet louns by means o doe) L ve-
ries of goods produced in ‘i developing couniry, imcludaing finichng foods, ~uch
as textiles, footwear, clothiig: nd underclcthxng, Londieraft £0045, evoryd:ny,
conswumer gocds produced by co.'ouo industries, and Also, n the cave of Indoa,

electrical poods, decent - o tuded agracipents on the delivery of goods

provide for the runge of Soving imports from the developing countries which re
1ts partners in ecoromic cou-opcration to be broadened throush the inclusion of
industrial foods. I'urchaser vy Lhe helper country of part of the production
of industrial enierprises con:fructed with its asuilclance are becoming an

importaut fuctor in keeping up levels of roduction :'nd prices and conscquentl
Xeeping up P

| . - . . . . X .
ensuring the proiitability of the enterprites, The Soviet Union ig already
importing from its partner countries in co-operation :ron and steel sections,

l natural gas and some other foods produced in enterpriscs consirucled with itg
assistance,

1 49. '"The neced to change the position of developing couniries in the international

division of latour by 1ncreazing their share of world exports of finighed goous,
together with existing difficulties in the sale of such countries’ industrial
products on their i1uiernal and external markets, raises the 1mportant ques-

tion of stiriking the correct balance between the construction of new enterprices
operating vrimavily for the in.ornal market and entgrprises whoge cutput is
desiined mainly for export, 1% is necessary to set out in this matter, of
course, from the assumption that the capacity of the internal markct of deveiop-

ing countries and the part it plays in the demand for the industrial goods
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produced in those countries w11l increase during the process of economic growth.
'he solution of the problem ot a limited intcrnal market, however, which for

muny developing countrics 18 one of the main obstaclesn, and for some of them the
man obrtacle to indusirializalion, 18 only possible on he basis of the compre-
hencive development o the econoiy and redical social and economic trancformations
der yned Lo rawse the tevel of prosperity of larg: sections of the porulation at
Ul came time 48 encuring economic growth,

. “he above-mentioned factors largely predetermine the type of co-operation

to Le uned in industrial development, especially as regards the form, scope and
conditions of participation of the partiners, the branches of industry to be deve-
loped and the size of the enterprises to be established, and the encuring of
normal functioning of the enterprisces, including i1he sale of their outpute. Out
of the whole rango of possible variants, preference 13 given, as Mmdy be seen
from analycis of the experience ot thu USSR 1n its relations with developing
countries, to the variant which rresponds Lo the greatest extent with the
interests and capabilities of tne participating countries and ensures that
pricrity 1s given to achievement of the most eificien. utilization of{ the re-
sources and efforts of the developing coualry 1tself, to thc establishment of an
adequate internal market or a reliable external onz, and Lo ihe achievement® of
high etfectiveness of co-operation. This m~ans thai the types of co-operation
telected are predominantly those wherc the resources and efforts of the Soviel
lnion do not replace, tut supplement as cffectively as possible, those of the
developing country ana are an essenilal prerequisite for the solution of the

. ~tual industrial development problems of the developang counirys.

€1. Under the most frequent tvve of co-operation for the constiruction of indus-
trial enterprisec, the Soviet orjanizations urdertake the financing of all expen-~
ditures 1in foreign currency (which amount to approximatcly hulf of the total
expendltures), the delivery of thc necessary cquipment, end the e¢x:cution of the
work connecied with the planning and technical supervaision of construction,

here are olher variantc, however, such as the agreement signed with India for
the construction of a steelworks at Bokaro, where the country receiving assif-
tance 1tcelf undertakes cerialn addiiional tacks: 1n this case the design of
certain installotions located ouls:de ihe actual works. On the other hand,

under agrecements with a number of -ountries the Soviet orgunizations themselves

carry out all the work connected with the construction and starting-up of the

projects concerncd, 7he improvement of the economies of the developing countrier
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and of these countries! technical lewve) inevitably brings changes wn Lhe tvpea cf

co-operaticn adopled, with a trend fodards o aneceie in Lhe participation of the

developing cuuntries bLolh 1n Lhe Finimegng of Projgoecis cnd an the neiaad exerylilor

of the construction work and Lthe itving out of Yhe enterprices built, Al

the

Same time, practical considerations call tor the introduciior, ot new farrs of co-

operaiion correspording Lo a preqnter decree waith Lho condrtions and requiresonts

of all-round co-operation.

52. One such form of co-opuration which haz, in our view, o sufficiently Lroad
cconomic basis for its incorporation in ihe relations of the USSh and otlier
Socialist countries with developing couniries 15 clager Co=~ouperation in antual
production, What is meant by this is the Joining of efforts .aud resouraes by (wo
or more countries, or the cstablishment by them nf nutually interlunked industiriee
(firms or enterprises) wilh the aim of achieving hicher quantitative oid qnniyta-
tive economic, production and technical results i1 the interer:s ¢t 21l ihe

oL

pariicipanis,

53. "n the practice of international economic redations, various types of qo-
operation connected to varyins degree:s with Mt aciuring have becoms quite wide—
spread. 'These types of co-cperalior, which disulay the freatenst varvely an the
nature of the relutions betwcen the partners and Jhe spheres and objeciivers of
co-operation, can be divided Up, very arbitrarily, into co~-oraration “n the wide

and sn the narrow sense of the word,

54. The first category ("wide" co-operation) covers not only: the joirt production
of pocds and the establishment by each of the partrers of mutunlly cumplementary
enterprises, but also broad exchanges of experience, scientilic ang teshnical
achicvements, and so on. 'The most important feutlure of co-orsration, which is
confined to actual nroduction (the sccong type), on the other hand, 13 partici-
pation 1in the production of goods by supplying par.s and comronent uniis or
carrying out operations which amount to a continuation of the production process,
Co~operation can take place at various stages oi the production process, such as
in the preparatory work, the building of enterprises or the organization ot the
production process itself, In actual reality, of course, tncre is close inter—
weaving of co-operation proper with orimarily productive or commercial funciions.
It would therefsre bz more correct, in our view, rather than trying to clacoify
every specific case of co-operaiion in one of ‘hese o calefories, to classify

1t on the fundamcnial content of the relationship,

55. In the practical application of the economic reclations betiween the Soviet

Union and developing countri.s, the predominant role is played by co-operation in
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the wide rense of the word, with o few limitations in the actual field of actiivity.
Co—operation usually reaches fultilment with the atarting-vp of an enterprice and
tire launchinge of production on n seund banis, and does not cover activities
~annceted with the actual doy-to=day production of poodiie Co—operation in the
qeant production of foods han beecome more frequent in rccent yoars, Fnterprises
eperating on this Los:iu have Leen cstablished, in parvticuliary in Afrhanigtan and

iran (more details ot this arc iven below)e

Lo, Suitdnbie fields for co~opeoration in production are the exlractive and prc-—
conning branches of industlry, pcwer productlion, arri uwlinre and tranzport and
compunicationse An inporiont prereguisite for the advontapeous and effective
functioning of such co—operatiorn in the exiractive bLronches of industry and in
arriculture is tle existence of basic differcnean in production conditions (climate,
lacntion nnd content of minernino, atce) beinsen the co-operating souniries. In
proceeoineg intustries, howiar, differences in producticn conditions may €O stitute
a tactor rither stimvlating co=cpiration or Winderinm atle The gignificance of
rhruaturel, proaustion and tochndas factors will dnnvense in proportion as cO=

orersijor i developeds

€7

7. the actual scope Of co--"ucration in production io governed primarily by the
cooromic and terhiical level anc evternal aconomic prlonticl of thn partners. As
the d3“Corences in leveln of devolonment sland L m-onig it o cearcely be
crpected thot the cature and oylent of periicipation an co=oneration by the Govietl
Unicn and ‘is parinets should be crual. Intred, Whic 30 nob NeCeSLATY for the
arhiovenent ot the decired ronulie, It ig porioetly natuval that in viecu of its
evicting copabilities ive USC shonld undertake the technical mancrement of the
piocess of eetablichins entererises and of their functioning in the initial sages
of their activities, as well 25 a certzin proportion of the financinrg and of “he

marketing of goods produced in whi-h it has interests,

58, The advantages of co-operation in preduction are obvious, Such a form of
co-operation enabler the developing coantry toi (1) speed up the cstablishmert or
expansion of the muufacture of products for which local condition: are favourable
and also speed up .he training of iis own specialists and workers through the wider
econcmic and technical assistance of the US3R and other industrielly advanced
Socialist couniries; (2) increase 1ts export resources and the procecds from its

exports, while at ‘he same time improving its position in the world market, ihrough

the inclusion among iis oxports, especially to the stable Socialist market, of goods
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produced under co-operation; (3) nomewhat reduee the time nerded to bay off
external debts, since the Goods preduced through co—operation c¢an cerve nat only o

a means of repiywment of Joons connccted with the consiruction of pradvction

facilition, but also as a means of repayment of other obligitione,

59. The advanlares of co=operation in production for the doviet Union and other
Socialist countries arc: (1) substantial improvement in the reliability of 4he
supply of certain goods from the developing countrieg; () noue roeduclion in the
ancunt which must be srent on providing coonomic aid to developing conntricn, Gine
the goods supplied under co-cperation agrecmentis can partially repli o pronde which,
if manufactured by the country providing aid, would call for fFreater expendi ture
(3) increases to some extent in exportis of machinery, industrial cquirment and
materials through the despatech of such items for the construction ans ou.ration o

enterprises set up under co-operation agreenmcnts,

60. The effcctive utilization of the above—-meniioned advantagen of co-operation

in production is a factor in inercasing 4he effectiveness of extern:] connonia
links ang, through them, the effectiveness of the manufacturing ind..t oy of esch

of the participating countries, Such a form of economie relations Lebtuesr congge
tries also has its probiems and unsatisfactory aspects, houever,  he oo AT, in
our view, the fact that co~operation in production presupposes accon; . ning
econcnic assistance whoge objective must naturally be the establishmrnt® of a miven
enterprise, so that to some extent this restricts the developing counirics! freeto-
of movement in the utilization of assistance, and the fact that cortoin difficuliins
also arise in the establishmen! of conditions mitually arceptable and advantieeouy
to each partner country regardirg their respective participition in Lhe establigh—
ment of the enterprise, the ensuring of a normal level of production, nod the sale
of the goods produced., These difficulties can, however, certainly Le overcome,
They simply show the need for comprechensive and caretul preparatory work, in the
course of which a real evaluation must be made of the effectiveness of the preposea

co—operation and the way it affects the solution of each partner's problems,

6l1. Out of the many examples of the Soviet Union's co—operation with developing
countries in industry, all of which contain features of joint operation to some
extent, we would like to single out the relations establiched with Afghanistan and

Iran, Ve are selecting these examples becauso they show production co-operation
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proper, clear assistance in the expansion of exports, the satisfaction of wmutual
interest in the products produced, and finally a comprehensive approach to tho

utilization of natural rescurces and conditions,

¢2. ‘thus, with Soviet assictance, lacge depositn of natural ;as have bacn found
in northern Afghanistan, the extraction of the gas has teen begpua, and a factory
is being built for the production of nitrogenous fertilizers, for which this gas
is the raw material. Such part of the extracted gns as cannot be used in
Afrhanistan for industrial processing or as fue. 1is delivered to the Soviet linion,
for which purpose a gas pipeline has been built, In the USSR, too, part of the
ras will be delivered to a plant for the production of nitrogenous fertilizers.
Deliveries of gas and fertilizers to the USSR will not only serve to pay off the
loans made for the construction of the various enterprises, but will at the name
tine permit an expansion of nocrmal exports. After the loans have been paid off,
deliverics of these goods will form an important means of obtaining export earnings

to pay for imporis of Soviet goods.

6i. In Iran, projects for the construction of a eteelworks, a machinery manufice
turing factory with a capacity of 25,000-30,Q00 tonnes of machinery per year, &
main gas pipeline, a hydroelectric complex on the river Araxes and a number of

other facilities are being carried out in co~operation with the Soviet Unions

In our view, two of the above rrojects are of particular interest from the point

of view of co—operation. The Soviet Union is giving assistance in the congstruc-
tion of *hn northern part of a large main gas pipeline with a total length of

1,100 kilometres which will run from south to north (the northern section, which
includes a branch to Teheran, will be about €00 kilometres long; the oiher rections

are being built with the participation of French and English firms ),

64. The construction of this gas pipeline will enable gas to be cupplied not only
to the central areas of Iran, but also to the Soviet border, thus ensuring its
congtant export %o the USSR, Gas deliveries to the USSR for 1970 are set at

6 billion cubic metres, while for 1974 the figure is set at 10 billion cubic
metres per annum. Earnings from the export of this gas will go mainly to pay off

long-term loans received from the USSR for the constriction of indusirial enter—~

prises and other projects, as well as for the purchase of needed Soviet goods.
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65. A special feature of ihe co~operation in 1ihe construction of thig 7as pipe-
line is that the Loviet organizalion concerned ig acting as genera) contractor
with full responsitility to Llhe clicnt (the Iranian National Petrolcum Company) .
As general contractor, it in responsible for bringines Tranian firma into the
construction vork ~n an arread basis in the capacily of sub=contractors responaible
to the meueral contrantor for ihe completion of their work on 4ime and to given
standard::, Finaneial tranractiong vith lrinian firmg acting aq sub-contractors
are carried ocut in ratisnal currency from the funde coniributed by the Iranian
National Peircleurn Company to cover the feneral contractor's expenses in the
country, wvhile Lhe rume payable to Soviet organizations for the supply of equigment,
the cost of providing srecialints, etcs, are covered from 2 long—torm Soviet lsan,

Conditions have thus been ¢reatcd for co-aperation in production, with organizations

from the two countrien eperating topether under unified technical direction and

supervigien on an asread basin,

66. The hydroelectric complex being 1milt on the river Araxes, which runs along
the Scviet<Iranian frontier, in unique from the point of view of co~operation,

It comprises a hydroelcctrice power generating scheme and g water siorage dam,

The hydroelectric power sysiem on the river Araxes consists of a dam 38 metres
high and 970 metres long with a 42,000 kilowatt capacily hydroelectric generating
station, while the water storase dam is designed for irrvigation purposes and forng
a rescrvoir planned to contain 1,150 billion cubic metres of water, The cost of
construction of the hydrcelectric system and the dam is divided between the two
countries on a 50-50 basis, On completion of construction, each side w.ll become
proprietor of its cwn part (half) of ecach project, which has been consiructed with
this 1n view, Thus, the hydroelectric station hag 4 turbo-generators, each of
10.5 thousand kilowatt capacity (2 units for each sidc), but electric power will
be exchanged as necessary. lWater will also be drawn from the reservoir for

irrigation on an equal basis,

67. In order to improve the quality of the consiruction work, a technical inspec~
tion service and laboratory marned by Soviet and Iranian specialists has been get
LD The Soviet gide is paying the expenses in connexion with its share of the

cost of this item out of itg Own resources, while the Iranian share ig boing

covered from a long-term loan made by the Soviet Union, Iranian firms are being
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arc being brought into the construction work. 'The ¢nsi of the work carried ouvt
by them will be paid by the Iranian nide, and allewancen will be made for this
when calculating the repayment of the soviet luane. The advantage of this type

of co—operation, io our mind, lics primarily in the complete identi vy of interpesto
of the iwo sides, each of wiich receives an cqual share of the outpat in the Torn
of electric power and irrigalion water, so that not only complete cquality, bub

also obviously equal mutu~l advantage is assurcd.

68, For all the advanti ~es of specialized production, thure are substantial
obstacles in the way of its wide incorporation 1v the enterprises seb up in co~
operaticn with the USSR. The main limiting faoior acting against such speciali-
zation is the market: the internal markei of developing countrice calls for many
goods, but only 1in small guantities, while thcre are difficulties standing in tie
way of the sale of the industrial products of such countriacs on exhernal markets,
The evolution of a new divigion of labour betwecn the Soviet Union and the deve-

loping countries which arc its partners in co—operation ir a complicated process

wherein the gradually developing spncialization of guch countries is closely inter-

linked with the changes takings prace in their CONONLes e

69. Ir the process of co-oparation, several ways and means of develoning the

divieion of latour among participatiing countrics have appeared, among them:
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- The conclusion of long-term agreements for the mutual delivery of

goods;

- The more rational utilization of the existing universal divigion of
labour, primarily through increasing the degree of procesuing of the

traditional exports of the developing countries;

- The establishment of enterprises producing goods in which the com
operating partner countriecg are interested and the cxpansion ol cone
struction of enterprises for the conversion or subscquent processing

of goods supplicd under co-operation agrecments;

- The establishment in the pariner countrics of enterprises for the pro-

duction of supplementary or mutually complementary products;

- The improvement of transport conditionsg by the establichment of Jjoint
regular steamship lines and other measures to ensure reliable communi-

cations,

70. Let us take as an oxample just a few of the practical ateps which have already
been taken in this direction, Thus, a substantial increasec in the degree of pro-
cessing of traditional e:port goods, with a corresponding increase in export earnings,
is given by on-the~-spot canning of frvit, meat and fish, The output or the

canning factories built with Soviet assictance in Iraq, the Fepublic of Guinex and
the Sudar ir intended for sale on both the internal and external markeis. The same
sort of thing has taken. place as a result of the construction in Coylon of a factory
for the production of automobile tyres and tubes, Fatural rubber can now be ox—~

ported not only in the raw form, but also as finiched articles.

71. Side by side with this, in a number of countrics the naturc of production is
being altered to suit market demand. 1In India, for example, the cutput of wagon
building plonts uced to be intended primarily for the internal market, but becaugyn
of cuts in the volume of neu railway constructior and difficulties in the moderni-
zation of rolling stock, more importance is now attached to the external marzet o

In accordance with the wishes of the Indian government, the Soviet Union hau arrced
to make cubstantial purchases of railvay wagons in Indiae. A droft asrecment on
measures to be taken for co-operation in this field was signed in 1968 during the

second session of UNCTAD, These large Soviet orders for wagons will help the

Indian wagon building indust.-y to maintain its increase in production and moke full
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use of exisling production capacity. According to a suivey by the Tndian Insiitule
of Public Cpinion, the Soviet orders will enable India to icach itn 1970/1972
taryet for the expori of products of the machinery manufacturing and metal=working

. . . 1
induntries two years ahcad of time o

70, Great attention is paid tc the problenm of prices in economic cr—operation
between the USSR and the developing countries. A special [cature st this problen
is that it cannot be solved for any lengthy period, an concbtant changes arc taking
placc in the factors influencing the levels and trends of prices. Thc economis
baris of prices in international relations is internaticnil costs, which servc an

an cxprension of the generally required axpenditure of labour (either human labour
or lahour embcdied in capital ~nd materials) for a given level of production.

Under the iufluence of a number of factors (the relationship betwecn csupply and
demand, the degree of monopolization of production and demand, sharpening of the
international situation, natural shoriages, etc.) however, prices constantly deviate

from the international levele.

73, The level and pericd of validity of prices for goods which are to bhe exchanged
by countries in the precess of co-operatvion are determined hy aprcoenent betlween the
two sides and are specificd in the arrecments oand contracin. The slarting point
for the fixzing of Lhese prices is the price level on the main trading markets over
a relatively lengthy jeriod or the prices charged over a period for rimilar groods
Ly the largest exporters of them, In this connexion, the two sides moka every
afifort to eliminate any substantial influence of factors ol a speculative character
or connechted with monopelization of the matked or short=tcrm phenomcin in the world
CCenomy s The prices agreed are fixed for a year or longer, thug climinating any

dependence of them on evenls which may toke place during the apreed periode

74. As {requent flictuations ang movements of prices on ithe world rarviiet have 2

nerative influcnce on the economics of many devaloping countries and not inirequently
cauce them additional dirficulties, it is entirely natural that they chould try to
find som. stable basis Jor prices in their rclalions with the Socialist cruntrics,

As the past twc scssions of ULCTAD have convincinsly shoun, the Sovict Union

1/ "Foreign irade", 1068, Mo, 5, pages 8 and 16
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conuistently advocates the taking ¢ measures on a broad international bacin to

ctabilize commodity prices, primarily by the conclunion of international stabie

lizins irade aFgrecmenta, fnalysic of tLhe various questions cammected with movae

ments of prices on world markets eives erounds for conclutine that under pregont

conditions it i not artiliciol cormiedily prices based on g Rizher level, bt
rather the diversification o the aaporty of developing: covririag, the tncrenan of
the proportion of those Cocinoaccounted for by finished icoods and other jonidg
with a higher depree of preesaing anid congequently hisher value, and the soncligion
of lons-term trade agreeme s, whiecll ave the real vays Lo improve the trading condie-
tions of the developing countrios, he "eondivess of the bDoviet Unien Lo enpure
in ils co=operation with lLhe developing countries a further expaunion of mports of
the lattert's finiched and gemi~finiched foods, including procecsed arriculinral

- 1 . . , . .
commodities"~ iz entirely in accordanco with thic appronch,

75. The considerahie cXpancion and decpening of economic relaticng between the
Socialist countries and the developing countries ity in our view, an cxtremels
effective wey of radically roducing the negative influcnce of world marcet trends

on the estallichkment of prices for use in co-operation belwean tha Covint Union and
these countriecs, and it i also a very erfeclive neans for “he furtier wmpravenent
of the economicrlly justified levels of prices, Tt woald be wrongy however, to
coniider the problem of prices in international econemic relationshins only from

the print of view of trade exchangns, an these exchiagsens themaolves are o (nnc«ndmzy)
derivative of productian. It ig really this latter which containg the matoerial
basis for price relationshins on the external marke!, 1t rhonld be noted, in thig
connexion, that by promoting the improvenent of the paneral preductivity of lahour
in the developins; counlrics which are its partners in co-oparution, the Soviet Unicn
at the same time exerts an influence on the formation of pricer which is in the

interastas of the developing countrics.

76.  Another extremely important precblem - that of the effectivencss of co~opnraticn ~
is closely interlinked wiih the problem of pricess  Correct, econemically jusiiticed

prices for goods and services are, of course, one of the conditions determining

l’ From the statement by N,S, FPetolichev, head of the Soviet delegation, on
the results achieved at the second session of UI'CTAD; "Foreign Trade",
1968, No. 5, rage 7.




Jhether cach partner receives the advantares he should from co-operation mnd

whrether much co-operation gives pood results or not, and this is naturally
reflected in the degree of effectiveness of proper co—operatione ke will deal

below with gone quesiions of the evalvation of such effectiveness,

17, The eftectiveness of co-cperation at the inter-State level is the result of
the interaction of ecoromic, political and social faciors. Tt depends in parti-
cuiar on the objectives a® the participating counirier, the correciresc of their
chuice of branches and enterprises to he developed, the form and methods of
implementation of the co-opevation, und other conditions. ¢ not less than two
countries participole in co-operation, the efTectiveness of such co—operation must
be viewed both as a whole and from the point of view of cach of the partners in
it fhue, for developing coaniries the eTfectiveness of co-operation manifests
itgelf primarily in the grow ' h of their cconcmic potentiale 1t follows fron thiwr
that the only ot jrctive criterion for the evaluation of ansistance rendered i ne
extent of the latier's influen-e 1 the development of ihe productive capabilities

of the countries receiving aceislance and on their cconomic and sccial profrerSe

78, In many~-sided co~operation, the effectivencse of such co-opsration curnot be
expressed by any such single index. For this purporc, it in necassary to have &
whole system of indices which express, when taken torether, the changes broushit
about by co-operation and the results achieved. In order to cvialuate *he regulteo
of trade, the UCSR, for examplc, uses such indices as the relative effectiiventss of
exports and importis. The relative effectiveness of exports means the rclation
between the pure export earnings for the gooda sold on the ex‘ernal market ~ad the
total expenditure on their production in the countrye. The relative effuclivenees
of imports congseyuently means the relation between the expendii  necessary in the
country itseclf for ihe production of goords gimilar to those imporied or their
export equivalent (ise4, foods going to pay for :mports) and the total expendituvre
in fereipn currercy ¢n the purchase of imported goods and their delivery to the
countrye The prcdvct of the tirst and the second co—efficients gives the index

of the cffectiveress of foreign tiade.

79. Specific incices of the cffectiveness of co-operation in thc industrial field
are the growth ol production cnprtity and output for the basic types of products,
growtn in the prcductivity ef lebour, and incrcases in the number of persons

employed, the gross product and the national income thanks to enterprises esta-

blighed or expandzd through co-opuralione Theee en’erprises, in their turn, give




- 33 -

rise to other enterprises supplying ro materials for e or Jsing producte
produced vy thems  The uge o f the prodwe tn 6f new cnterprises in o indastirig)
produciion has an influence orn the deuclopment of the verious branchen of indurntz
involved, 1In erdery thereiore, to make a full eviluation of the cifectivencas of

co-cperatlion it is necessary, as far ag possible, to take inte account aluo the

results achicved in connecled brarnches.

60. The above are some indices for the evaluation of +the cffectiveness of co-
operation as far as the country recciving assistance is connerned, If we accept
the principle of mutual advaniage, however, this presuppones the exigtence of
corresponding advantases of co-operation for the Suviet Union, as the donor country ,
From the point of view of the Soviet Union, such effectivencss ecan be cxpressed, in
particular, by such indices as: incrcase in exports of £0ols for which producticn
conditions are most favoursble in the Doviet Union; improvercnt in the supply of
certain consutier soods for ilie Soviet population and the supply of certain tyres of
raw material for industry through consignments of nuch goods from developing
countries both as normal imports and in repayment of loang rranted, ard cconcmies
as a result of the exchange of £oods for which production conditions are different

in the Soviet Union and in ‘the partner country,

€1. "n practice, both the reclative effectiveness of external cconorir relations
(in the form of co-efficientz) and their abcolute cffectiveness, calculated on the
basis of" the entire trade exchanges or the total loans provided, are worked out,
The fact that beth partners have ever; interest in making their co~operation ag
«ffective as possible is one of the most active stirulants for the further deve-

lopment of such co-operation,

4, some results and prospects of co~oneration

82. A little more than 10 years have possed since the Soviet Union began really
wide co-operation with developing countries in the indusirial field in the post-
war periods 1t is perfectly obvious that such a short period of time ig
completely insufficient for any complete evaluation of the influence of co-

operation on the industrial development of the countries to which the

Soviet Union is giving economic and technical assistance in this field.
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83, The main results of Soviet co-operation with develeping conniries in the
jrdustrial field in its widest sense consist, in our view, of the fact that in
the develoning countries whic!i arc partners in such co-operation thera hau been
a substantial expancion in the material and technical hasis of indusntry and the
trainine of local inhabitantc a4 gpecialistn and manual workers, tnere hago baen
a rise in industrial productlioi, ihe Siate sectors have been = trenc-theoned (with
the overall result of making ponnitle the consolidation of national independence),
and the volume of mutually advaniareous trade has increased. Tre effective
assistance given in the establishment of the material and teshnical basis for
industry and cther ‘ranches of the econom; of developing courtries cives cvery
ground for congidering co=-operaiion as an important factor in the development of

these couniries' productive cepacitye

84. 1In considering the results of co—operation in the industrial field, attention
was drawn primarily to what has been done or is being done now to set up enter-
prisce producing the means of production. This is explained by the special role
of such enterprises in the development of the national economy, and also by the
fact that more than two—thirds of the total volume cf economic and technical assis-
tance from tne Soviet Union is crpended on the construction of such enterprices.

It would be wrong, however, to draw the conclusion from this that insufiiciert
attention ir: being paid 1n co-operation to ihe daveloprment of the branchec of
industry producing consumer gonds. Such an approach would be wrong beecanse,
firstly, in many devecloping - ountries, particularly the smaller and nncre backiard
countrics, the possibilities for the construction of enierprises in the spherc of
heavy industry are limited, while there are very favourable conditions for the
establishrent of enterprises in the csphere of light industry and the food industry;
secondlv, the national interests of these couniries call for comprebengive devee
lopment of their economies, and thirdly, in the final analysis industry must cvlmi-

nate in the production of goods rejuired or used by the population.

85. It iz perfectly natural, therefore, that an impuitant placc chould be c~~upied,
in the list of projects carried out in developing countries with Soviet aseistance,
by the constructicn of enterprises for the production of consumer goods for the
population (over BO such enterprises)s It must also be bcrne in mind that the

power production, iron and sieel, machinery manufaciuring and cxtractive enter-

prises set up, some of which were described above, are an extremely important
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preroquicite for the development of the various lLiranches of light incunt Ve
“he loxtile and footwear factorics, supar refineries, rannaving, bakeries,
grain clovitors, cold stores and other gimiiar Cnierprises which hove beop

built or are 1n process of construction throus-h Ce=operatic o will mal e voasible
the increszsed production of #oods and gupplics 4o satisty the domestic require--

ments of devcloping countries ag well as for expo te

B, Thero ic every justification for placin;s the regults obtained in the training
of qualificd national personnel high on the list of the achievements of com
operation, Prpocience shows that wi thout such training 14 is impossible to make
effective une cf the material and fechnical bacis of indusiry crented by the

Jjoint efferts of the co-operating counlries, The role of human kel as the
foremost of all productive resources is confirmed by the whele his Lry of deve-

lopment of human society,

87. Let us conslider some of the large number of data showing what Lus Leen done
in this field of work, Thus, in the mass trainineg institulions row beins egta-
bliched with Coviet assislance and in similar institution; oni up over the lant
ten years, some 150,000 c.itizcn.c,—lﬂ of developing countries b reccived voecational
training as builders, fitlers, mechanics, prodiuciion workirt, cte., and have

beceme skilled workers and specialists in industiy and oiher branches,

88. 1In evaluating this co~operation we must obviously take account not only of
what has alreauy becn achieved or is being achieved in the forn of actual rrojects
and other concrete results, butl also of what is being done to create condiniens
for the subsequent development of internal processcs and mutinal ecrriomic relm-
tions, In this connexion we would like to point out that it ig characterictic of
co-operation that it should itgelf €ive rise to certain prers quigites for ity
further expansion and development, Among these, wo gy single oul nuch fac.ors
as the establishment or extension of enterrrises desired to sotinty the require-
ments of pariner countries or designed to process commodilies and semi~finiched
goods to the economic advantage of both countries; contributions to the solition
of problems; familiarization with the conditions and requirements of partner
countries, and the establishment of direct links between the organizations aud

firms of partner countries,

1/ “Foreign Trade", 1967, No. 9, page 9.
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89, The tendency and siracture of co-—operation in the industrial ficld dees not
depend only on the capabilitics of the Soviet lnien, howevery but alss - ond
indeed to a greater cxtent - on the sci*uztion in tha develosing esuntries tleme-

sclves. The mosi important facicrs dotermining the linits of relation: in ‘thin

field are, in our view, the {olicuin;:

1. The level of develornnient ard rate of growth achieved by indusiry in

the developing countiries;

2. 'The econcmic policv of their povernments and the place given to
industry as « whiole ard its cceparate branches in their long-term

Prograumnes;

3, The financial end foreign exchange position of the developing coun—

triec and their abilily to finance expenditurcs in national currency;

4. 'The planned projects' chances of normal functioning from the point of
view of the supply of skilled personnel, market demand and row

materizl supplies;

5. The foreign trade voliry of the developing countries ard their
willirgness to sirive to achieve effective co-operation with the

Soviet Union in the development of their national industry.

A factor which cannot fail to have its influence in the future

on the tendencies and structure of co-operation by the Soviet Iniou

with doveloping countries is the fact that in many of these countries
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there is conuideralle virler-utilization of avuilabhle prodyes

bren
capacity, even semetime: in enterprices construeted unly rocenily,
The main reas n for thiz is lack of deriznd for the 000 produced

because of the cxiremely sirong competition of the lester: monopolicen

%

and the greut aifficul ey of selling developing countpios? products on

external markate, The ditficulty of sellin: their cwn rroods cn the

markets of Yestern countrieq and paying for goods imported in return
strengthens the tendency in many developing couniries to get up new
industries in order to replace imported goods, cven when the cone
struction of such enterprises is not Justified from the eccnomic point
of view, In addition, it cannot be omitted from view that for a number
of reasonz, and prinarily because of failts in the organization of pro-
duction and technical shortcomings, some newly-established caterpricen
are not giving the results (including the profits) forecast ut the pro.-

Ject stage,

90. Taking these prercquisites and conditions into account, and also bearing in
mind the evaluationg by llnited Nations experts of the possible rates of frowth, of
the economy and the external trade of the countries of Asia, Africa and Latin
America, it may be assumed that the co-operation of the Sovied finion with thege
countries in the industrizl field will develop relatively quickly in the near
future, 1In this connexion, some changes are pogsible in the structure ot co-
operation, such as increzses in the proportion of funds and c¥torts cxpended on
the construction of enterprises producing concumer Foods and goods intended tor
export to the large and stable markets of the Soviet Union nnd other Socialist
countries, greater efforts tu ensure proper conditions for the normal production
functioning of enterprices which have teen alrcady wet up (through the raising of
the level of training of the personnel, the establishment of servicing and over—

haul departm.nts, etc.), and so on.

91. The cornstruction of individual industrial enterprises is a typical feature of
the initial stage of co~operation, but it is our view that in later rtreag of the
development of co—orperation a considerable larger role will te played by joint
action to set p industrial complexes operating on a vertical or horizontal basis

to ensure the most effective utilization of the natural resources of developing

countries and the sale cf the manufactured goods produced,
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9. In order to extend co~onrration ag wiinly as peecsille and serure naximun
effectivenese, it is essentic) Lo make connioat improvements to cxisting forms

of relalionships arnd to iniroduce new ones. Practical measures to improve co-
speration in the indactrial iicld include, in particular, such meusures as the
chortenine of the tine tuken to complete preporatory work, to deliver equiparat,
Loocenstruct enterprises and to bring them into production, ile imorovement of
the cualiinlive enaracteristics und competitiveness of the poods produced in cach
euterrrives,  the achievement of preatos stability in the labour force and tnn
wiprovenent of 1tc level of training, the establishmert of a cystem of skilled
techwieal eervicirs and overhaul, ecte,.

I

4% Iu co-operation, as in any other dvncinic process, improvement of the egtoe
Liished forms is clonoly interlinked with the introduction of ncw ones, Amoog
these forme of ce~oparation, tosether with long~term cconcmic agreementc covering
trade exchangen and ce-operation in the construction in industrial enterpricen,

une 1o besinning Yo be made of su o forms as the setting up of enterprieces operating
on the princinle of procressive necoembly, the establishment of technieal advivory
and plantane Luresuy, the irainine of local personnel to be techricians and inctruc-
tors, the organization of planning and construction firme operating ac sube-
contractors, and the estublishment of joint and other entarerices cn the basis of co-
oprrations  The esscnee of these forms of co-operation, in our view, is quite
chvicus and ‘he only thing which ealls for explanation is the principle of pro-
rressive asaambly. Thie is a term used to desirnate eriterprises which begin the
profuciion of nachinery and cquipment by asnembling it from parts and components
deliverad Trom the eountry providing acsistance, The proportion of parts and
componenia manifoctured in the developing country itself, however, is gradually
incrrused until the machinery or equipment produced consists entirely or predoni-

nartly of locally made parts.

94. 1t avpears to us tiat, generally speaking, the present principle of the
crianization ol co~operation on a bilateral basis will be maintained in the future,
altrough it is to be expected that the part played by multilateral co-ecperation
with the participation of several Socialist and developing countries will increase
congiderably, As fur as co-operation on a hroad internationul basis (within the

framework of the United Mations ani other rcpresentative organizations) is con-

cerntd, this does indeed have its advantages, as in such a case it is possible to
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build up large funds by relatively substantia) contritutions Ly each participang,
The expericnee of international econemic organizations shotisy however, that e
absence of specifin interect in the in(‘nmtz‘ia]i:zatinn o developinge wntrien on
the part of countries which play & promninent role in such oreaanizatiane creatly
detracts fron the possivle advaninros and inflnennes Yhe vtilization o tho oy
whichk have heen built P 1n a manncr which in ot 4o 4he henaf it of indaatpig)
development, The most active efforts are tharefore necessary by all Lemvep Dhaden
of the United Kationg 4o transtomm Co-operation on a hroad internationa) banis in*e
a really cffective meane of assisting the indusirial development of 4he couniiesn

of Asia, Mrica and Latin America,

95, The above brings us to the question of the selection of the mout apprapriate
branches for production co-operation between thna Soviet Union and the deve oping.
countries. The branches or enterprises singled out fer co-operation of Yhis v
must obviously satisfy at leagt the following conditions: firstly, they mu ¢
produce goods which are of interest both to the Soviel Union and the developing
country (for satlisfying the home demand of the latter or for s.lc on ‘he mavliets

of other counitries), Secondly, the developing countryy nust have natural resonrees;
and other conditicns which make poscible bo+th the econsniieally profitabla F roduetiog
of goods and algo effective participation as a partner, Thirdly, +ha cconenic,
production and technical capabilities of the Suviet Inion must be sueh as 1o enable
it to undertake the obligations of co-operation, Fourthly, the £oodg produced
under such co—~operation must not be more expensive, in cinpargtive prices, than

similar goods on the world market,

96. On the basis of mutual interegt in the goods produced and the other cordition:
ligted abovec, a suitable srhere for co—operation in rroduction betwucen the Soviet
Union and developing countries in ihe extractive tield of irdustry could be
primarily those brancheg (euterprises) concerned with the extraction of tin, couprr
and other non-ferrous retals, petrolecum, and the production of cottor and raturai
rubber, In manufacturing indusiry, suitable enterprices for estallichment could
be those producing cotton textiles, knitted foods, footwcar, refrijerators and
other household gocds, and fruit juices ang canned goods. MNore specific detuils
of suitable branches or enterprises for co—~operation in production can of coursro

only be worked out by the representatives of the countries involved, in the 1ifh.

of their interests and capabilities.




7. “'he selection of the form: of co—operation to be ugsed depends to a large

ol on the economic level of the developing countries, Bearings this in mind,

L mont

1.

2.

3.

4.

Se

advintascous forms of co-operation, in our view, are the following:

In co-operati-n with daveloping countries with the highect levels ol
ccononic development, it is perfectly justificd to reinin the princinle
of dividing up obligations 5o as to bring abcut increasing participation
by national firms in the execution of the planning and conctruction

work

In co~o,eralion with countries with a less developed econcmic struciurne
it ig advantarcour to increase the extent of participation hy Soviet
organiz: tionc to ensurc the normal functioning of the enterprises con—

ntructed;

In co—operation with the most backward countries it is desirable to
extend the uce of the sb-contracting form of co~operation and to h: -d

over the project in completed form;

Co-opcration in actual production is possible with the most highly doeva-
loped ccuntries in the fields of extractive and manufacturing indusicy,
while in the case of the less developed countries it is possible mainly

in the :xtractive branches of industryjg

In certain circumstances it is advantageous to carry on co-operation in
the fora of ,joint enlerprises, subject, however, to the operation of
these joint enterprises in accordance with the lawe of the countries
where they are located; the preservation of complete equnlity in the
the maragement of the enterprises and the just distribution of the
results of their ovberation, and also the preferential right of the
Covernment of the developing couniry to acquire the share of the foreign

partner,

68. Ve consider that the establishment of joint entorprises can help the esta-~

blishment or extension of modern industrial enterprises in developing countrien

through the more active use of the econcmic and technical capabilitiec of the

partner w

hen the developing country does not have enough resources of its own and
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lacks assistance in other formz, Co—Operation in the fomm of joint enterpr nag
has the advantage that in such cases the oreignm Rartner has ap interest in
building Up such enterprigeg 5 more reliable Sourcen of the products i1 yeegge
and in reducing the risk of losing the investnen ity il hasg made, At the ripe

time, ficod technica] manacenert of the enterprigeg 15 ansured and the Yridinings

of national personnel ig focilitated,

99, The difficultiesg in setting up Jjoint undertakinns are conrected mainly with
the fact that the interests nng capabilitics of the partners; of'ten do not coinelde
and the succesg of the operaijong of the joint enterprize decpends to a areat,
extent «n the general econonic and political situation ip the developing: conntry
and the inter-state relationg between the partners, The opposition in deve.
loping countries frequently uces criticisn of Joint enterprines fop its own poli-
tical ends, Joint enterprisen should therefore only be got up after due cope
sideration of the prevailing conditions anj the possible positive ang negative
factors. 1he form of joint enterprises which jg to be preferred, in our view,

is Participation in the proiuction section,

100. 1t seems to us that at the present stage of eccnomic Co~Operation, their ig
likely to be an increase in ihe importance of technical assistance in the phased
training of national personnel, whereby the developed country trains for inhe

most part personnel who aro later to train their compatriots, There is a need
for considerable expansion of technical assistance in the establishment of offices
and firms to carry out surveying and planning work and the setliing up of centreg
for the training of technical instructors ag well as of administrative and tech-
nical personnel for al) levels or Mmanagement, from the chop floor and enterprige

level up to the level of £overnment institutions,

101. getual éxperience confirms the neeg for industrial specialization, in com
operation between industrially developed angd developing countries, in the pro-
duction of various typeg of fFoodg . The position of the Soviet Union on thig
matter ig that, ag 2lready stuted at the 1irst Unitegq Nation Conference on Trade
and Devolopment (1964), it is "ready to co-operate with interested developing
countries in the natter of specialization ang Co-operation in the production of
Bpecific 1ypes of goods, particularly through the conclusion of lonpg~term agree-—

mer.ts and contracts, and is alge ready to give the necessary technical assistance
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for this". In order to achieve the desired resulis in production specialization

and co-operation, it is nccessary first of all to take practical steps to eliminate
digparities 1in ctandards, technical condit ons and specifications. Co~-ordination

of the activities of the pariner countries in their joint production activities \
must play an important role in thise Co~ordination may cover the bringing into |
line of the incustries and types of products which are to be specialized in, the
conductirg of joint research work, =2xchanges of experience and of technical
standards, and agreements to produce specialized types of gooda for exchange.
Lonr—term (8-10 year) agreements defining the scope of technical co-operation and
mutual deliveries of products are of great imporiance for specialization and co-

operation in industry as a whole,

102. The role of UNIDO in these matters ghould be developed. In the view of the
author, UNIDO could give very effective assistance to the expansion ol co-
operation in the industrialization of developing countrien. UNIDO's activities

in this field should be directed primarily towards the following objectives:

1, Active assistance in the surveying and utilization for industrial
development of the national resources of developing countries, and
the establishment in such countries of administrative, financial,
credit and other institutions to facililate their fruitful co-—
operation with other States in the industria: field, particularly

in the operation of enterprises constructed with external assigtancej

2. The conduct of gpecial investigations and the exchr nge o1 information
in order to help partner countries to seclect the hranches, enterprises
and forms of co-operalion in the field of industrial devclopment which

will be of greatest mutual interest;

3, The undertaking of continuous efforts, in conjuncticn with the United
Nations Conference on Trade and Development (UNCTAD), to increase the

industrial exports of developing countiriesj

4. Promotion of the exvansion of multilateral assistance in the indus- |
trialization of developing countries on an equal and mutually ad--
vantzgeous basis under conditions which are in accordance with tihe

interests of developing countries and their econcmic and social

profross.
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103. Tt is our view that the main obstacla in the WAy of pessible joind action
by the Socialist countries and the developed couniries of the Want tn asnint the
develoning countring is the different approach by these two Froups to the
problems of the lutter countries and the interciate of their pzoples, inere are
gome exampler of joind nescures by certain Socinjirs and Wertern covntriea in

this field whinh are in th~ interests of all the participante,

104. o would lile tc make the following gereral summing-op:  thoe are at pregent
conriderable possibilitics for the fTurther develovaent of economic co-operation
batween tne Sovied Unien and developing countries, and guch co~-oporation actively
aseists not only *he solution of the problems and desire for progroas of the dovele
oping partner countries, but alco ihe improvement of mutual understandins hotunen
peorles and political relations betweren States; practical s*eps towards the develop-—

ment of such Co-operation therefore rerva to promote the achievement of the hign

ideals of the Uniteq Nations and of its numerous organizations and agencies,

Rl









