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~ludy vo the wpprrtunicaies for suduantract.ng Lonufoeturing
actuvities of rhe 38«4 1ndusiry with indus ries in deve.ope
ing countries

le In order to explain the approach appl.ed in the study it
18 necessary, as an introduction, to clarify the term
RERALCActing., This term, 23 it has been fixed in the
praet;ce of individual countriec and in the international
econonic relations can be distinguished in three contexts:

| liy underacood as a subsupplier activity of
e subccntraetar VOP O certain final supplier = contrace
tor in rthe frame of un andustricl or econoiie activity
scgomplished in ore country, These are Cele subcupplive
acgompliched in the frame of investnent activity, in

the production of certuin mechines and aquipnents etc,

WMLRElhny cccomplished in individual projects on
the basza of o deve lopaent pregramme, Ia this connecticn
é spocialized comnissioncd agency - when solvang a
geriain development programne in a given country «
selects o spocialized firm thut ia the capacity of

¥ subcontructor fulfils & given task for the developing
country, This term is used espccially fur ihc preparate
ien of cevclopment programmes, for workine out inveosts
RENLS pProjects ©tG, s

ubconfrigcting  uccomplished with the ine

fcraatxenal asslstanee of UNIDU when an cotierprise,
firm or organization in a developed country ucts as @
contractor and an enterprisc, firm or orgunization

in a developing country ucts as a suuconiractor e gube
suppiier of a certuin production for the contractor.




The contractor, a% u rule, ensuces the finol completion
of the products anu their sale, 3etween the subzune
troctor und the contructer o whole suravyl of cconnaac
relations can result whaich we acation in indivadual
parts of this study, Jhen we speak in this study about
the subcontracting activity we have 1in mind the iatter

form, viz. the iniernatvional

suycgniractin

2, As to the appreciation of possibilities of CSUR to join in

tha ia%ernatianal subcontractine activity we start, first

. evaiuation of the e.ongmic developuer
An GOSR o A N0, tike the whale SLC1M»&St systen, alsu
bSe& reached in the course of sucialist building up jmpo
gucgegs in the sphere of standsrd of living, productien,
productivity of labour and developrent i science ond technique,

The industricl procucticn, the prugductive basis of the
netionai economy increased in the last period 10 cemparisen
waith 1037 sbout 7,2 times, in Slevakia nearly <4 cines, The
p.oductivity of labour in the industry increoscd in comparie
gon with 1C4L about 4,3 rimcs. The centre of the developuent
of mational economy iay especia’iy in the development of the
productive basis of the erconomy, namely of aachinary, wWith
1te productive potential GHSR has ranged among the most
developed countries in the world and in the socielist camp.
Tha employment of the population has grown intensively

{to ene of the highest levels in the world) end a full
employnent hae been reached, The nstional income on one ine
habitant in 1970 increased nearly 3,8 times in comparison
with the preewar level and the per capita consumption in the
years 1948 to 1968 about <,6 tames, The gectal and health
security of the population has i1ncreased, The changueover

of the produc:iive relations hae becn accomplisheds In thys
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connect.on a rapac duvelopiuit of standard of tiving aud

a high levei of socia’ sec. Aty ot the populativn huo Leer
achieved, wo can chiracteriza the whole level of the C.ecle-
s lovak ucanumy oy tiie fllioving dindices (ses uiatisticul

.ear-baék 1911)

1240 106¢ 1868 157¢
Nusber of the population

(thousande of persons ) 12 539 i3 654 M4 150 14 334
Population in the productive
age (thousands of persons) 7 547 7 634 70680 & 85
/werage number of employecs in
the national economy ,
{thousands of persons) 6 845 6063 o6 477 7 caa
Rationai product
(ir billiens of Kis) 13,6 348,2 406,6 678,0
Nationa! income , , (
(an Lillions of Kég) 70,8 6,0 17,5 1,0
Shares in the vase of national
ngome
unproductive consumption €2,6 80,5 86,5 76,7
accumulation 7.4 19,5 13,5 3,3

Growth of the socia. roductivity
of lsbour (1948 = lﬁﬁs

Crowth of the per copite .
cConsumption (1948 = 100) 100 <00 332 302

Growth of the industrial produgs
tien (1948 = 100)

100 <46 271 341

37z 515 665

From the anslyeic a high development dynunics and chapge
oi the economic besis of GSSR ie perceptible,

3. From the point of view of the induatrialization policy and

axperionce ef its implewcntaiion the process of industr
- Q000 340v@akip ic examnlary, The ulovak aeeigliat

?apublic w;:h the active Rhglp of the Czech Sociclist Republic

heo changed in the last 5 years from a small dovcloped

country into un industriaiizcd republic which has expressively

contributed to the tota! increasc of the of foctivences of

the developrent in C5sR,

«a show the SUR,uccording

to the Stetastical ?narnbook C3SR in the following table:




Mumber of ynnabitance 440 0 u94 4 .74 4 oc

1148 1460 2060 1€70

[ Sl

(thousands of persons)

Poruiat:on in the prodictave age L 094 ¢ 1L3 £ 368 L JkB
(thousands ot persons)

Aaverage number of ciapleoyvees in Lobeh 1571 1 7ue L w7
national economy (thousands of

persuns)

Index of the growth of industrial 06 5.3 753 1 148
production (194G = 10C)

Growth of investment work:s and v 469 872 773

supplics (1946 = 100)

4

In the Slovak Socialist Republic tens of now industrial
enterprises have been Luilt and a sericc ¢f ncw productions
have been introduced, fiuch Lnowledge and cxperience from the
andustrialization of slovakia can signaficantly contribute
to the impleancntation of the industirializarion proccss in
ceveloping countries,

In the deveicpment of the Cicchvslovelh econcmy an inporuant
n_trade. The tota: vaiue .

role has been played by the fore:
of the national income in J&?ﬁkhav1ﬁg Seen 81 Lillions Kéo
the totei turn=gver of the foreign trade was nturly

54 ballions Kig, i.0, 1t shored 1o the notienasd income with
nearly &C, The development oi the forcion trade oxpressives
ly influcnces the development and the effectivencas of the
Czechoslovak economy. C3SR as o country with an uncompleox
and limited rawematarial basis has to acquire o nuaber of
rawsmaterials by imports and, at the sume time, as & country
with a ilinited market, has to incrcase the gpecialization

and concentration of its production by weans of forvign
trade, The totol development c¢f the Cocchogiovuk foreign
trade is shown in accordance with the Utetiericat Vearsbook
Cuty = 1671 in the following tabic (in aillions KEg):

1060 ey 1870
Turnesover » total <B 204 3L 5y 83 91C
Inports - totuld 13 w7 LoLde b 6L

cxports = totai g 8Yg 10 :67 27 305




Se From a nurc deta.ied ANTLYBLS LU WOULU LUC PErCeptivie thot =
apart fron the mutuagi ceonomic, ascaentific ant technicy)
Cuoperation of Cuur w2th the Comecon countries « the
forcign trude w.th develcping countries 18 of csunntic”
imporiance for the deveiopment of the Czechoc imvak economy,
The foereign trade reiations with these countries are
#ccomplished witn due' regard to the equality of rights,
mutual economic advantage and noninterferrence with internal
‘affairs, Tho total charectorigtics of the foreion trade
with these countries is shown sccording to the Stoiistical
Year«book CSSR « 107. in the following teble (in willions

of Kts):
1860 Wwes o
Turneover of the foreign trade :
of CUSR with &twleﬁngﬂ o s
countries « tetal 2 8l4 S48 @ 4 08)
from whieh sian 1 408 1 740 % 085
africen 746 1 g3 1345
Latin .mericen 660 841 661
Iaporte of C8SR from develepin o
ﬁa:g!r&ea - total oping 127 1 507
fron which ~sian Go2 . G096
Afriean 33 836
Latin ~merican <87 L 28l
Exports from C38R to developine | |
countries « tutal leping 1 838 i 801 < 482
from which .sign 716 i 1 3680
swfricen 416 587 856
Latin /mericen 403 260 247

At the same time the total annual turneover of the foreign
trade wich a number of devcloping countrice 16 somcwhere
betwecn J00 « 6BOC millions of Kés, e.9¢ with Lgypt, India,
Ireq, Pakictan ctc,
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The economic relotions betweern COSK and developing countries

are materialized in the foreagn trade sphcre not only as

a buginess with dircct payments and or shorteterm crediis
but also in the forn of long=tern credits (1ncluding the
state tied credits to promote the industrialization of the
developing countries), and further by censtruction of plants
in individual countries (either by partaicipaticn in the
construction or by complex supplics on turnkey basis). In
the frame of supplies of invesiment goods (but also besides
them) the technical, technologi:ul and other oxpert assistan-
ce is provided, personnel for .he opcration of new plants

is trained, knowshow and licences are traded etc., Further,
ihdustrial cooporations have been developed recently with
financia' end management participation,

The cooperation in these spheres hos taken place practicelly
in all fields of nationul economy, Very important are ®.g.
the supplies of Crochoslovek equipments for the construgted
plants in thc sphere of fucls and encrgetics, ferrous and
non=ferrous metallurgy, a number of machinery branches,
foundries, » number of chemical concerns, enterprises of
food and consumer’s industry ctc. Important are also Czechoe
slovek supplies of equipments for communications techniques,
transportoiion, brilding machines and wachines for the pro-
duction of building materis, e.0. cement works, etc, In these
and further spheres CSSR has geined important experience
and its externol relations with developing countries are etill
being extended and intesified. The existing knowledge and
experience create also favourable conditions for further
developnent of various forms of relations Letween CS6R and
developing countries,

Favourable conditions in this sense are aleo created by the
existing statc of the Czcchoslovak economy not only in the
raw=materials sphere but also, from the view of subcontracte

ing possibilities, in thc sphere of pen=-power resources.
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s follows from a’reacy mentionnd at. 'he existaing stogg
of the “zechoslovak fconomy is charac ierame LY @ reletive .y
high employment of populat on [acnut () am relatively oxe
hausted resourcoe of fanepounr, From the data that we have
shown it follows thot O ag ralatively ow pupulatien

and nanepower growth and Fe.atively exhoustaed rusources for
furthcr ineircase of eapleymeii, The deveionaeni of oRp loy=
ment in individual branches . f NBL1GnRLL Lconcly is shuwn
@gcording to the Ltutigiicul earslook tuu! e 1871 in e
following table (in thoutands of persaong) .

1969 LS7C

HanepuNer rosources « total & 250 6 559

Laployene in nationai economy e &, 7 034
free which: industry 2 9% 2648

building industey a2l s

sgriculture 1 g8z 1 W

forestry 104 104

transportation 33z 7

The sbove analysis shews thet the biggest quantiiy of ome
Ployses is in the industry und o more detoiled onalysis
would show that it is in nachinery and consumer®s tadustry,
Here, however, are concantrated highest demends for usn-pownr
in the future, ..t the game time, lonpeterm prognusce show
the poseibility of 3 very imsignificant ingreasc of populae
tien and empleoynent in the national econowy) they will heve
to secure the developnen: of the tercicry srator and g
Possille further reduction of working time, It mgans that

in the productive sphere and in the industey in particuler
the Czechos lovek econony cannot count with further resources
of manepower and already at present the ingreasc of produce

tion in the industry ig accomplished in 90, by the increase
of the Productivity of labour,




These tendoncaes <re talen o0 acceunt aise o the fifth
fiveyeurs ¢oan of the develur tont of e wzeches lovek
econonys The oujecrtave,inre gre, o thai the Czeciiosiovak
ceonoLy muLt an 1w furcor ey ionoent nuseas corefully
the developricat of thywe iroches wau spheves of production
thgt have hlgh Cluaaitndg of MdireRuEe. . L paft froem the ine
crease of the productivity of  (bour, i 10 neecegsary to
scarch for new waye how o soive thes proulea, Cne of .
these ways can be aindecd the intensifyring of industrial
coopcration witiv developing countrius accomplished in the
form of sntorng! jubcgntracting between uuR and
dovelopine countries in those sphcres that would be
economically and muiwaily adventugeous for C83R anu for
developing countries,

8. At the same time the five years plan for the years 1571-1078 .
reckons wath further rapid deveiopment of external econenic .
.relations that would be expresscd by un increase of the
tetal turneuver of the Crechgs tovak foreion trade by about
36 = 38 , In accordance with 1t a further increase of the foreign
trade wicth develeping countrics is expected, This growth
Creates cxtens.ve vppur.unities aot only for mutual ine
cresse of imports and cxports between CSUR and developing
countries but olse for o more cxtengive use of.various
formg of fore.gn trade relations wncluding the industriai
cooperation, In thas frame, therefore, not only imports of
raw=materiais fron developing countries but aiso increase
of imports of industriol toods to CSGk are expocted,

it b

, g, 9% it i3 conveyed in the
UNIDO dccumrnta, ;nc}udes é relative v Lroad scope of actie
vitios from simple conucrcinl aperutions to investment
participation in building plants, technicul as aisiance,

training of persunnel and 30 de facto contributing te the
indugtriaitzation of developinge countries, international
subcontracting 1s clodsciy linked up with {urther programmes
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like agssistence in product udaptation of cheluping COUNtr e,
for exports and ravestment Frusot o, Tegrther with the froe
grammes of technico: and technologicay: asgrsiance, the
operationg or ULILL Creste o mimonr of thpurtunitiag fop

the dovelopment of economis, couner.iul and incustricl coe
operation, This cxtongive, aperonch to the vilornoticnal
subeontracrlng activaty aad Co=aperation ie from the viow
of its devclopuent Very advantageou, bucausc 1t enables,

in bccordance Wath gnccific COrditinng, to use {he most
suitabie forus of this activity ond 15 thig Wiy to cngure
the necessary ang mutually advantagycous cffectaveness of
9ubcentract1ng relations, From the view of use values of
products it is also fovourable that it tnablos developing

of these relationg 48 to inoivadual procducts or te thoir

-adividual products or to their individual parts or partial
cemponents or speciai complemonts of final producte,

This Lroader approach to the uwtilization of subeontracting
relations creates conditions for their nore extensive
applicotion between individusgl cnterprises, further between
enterprices and bauks (de€@, the participation of the finane
cial sphere in this field) and if need be cther orgunizations
and institutions, It is favourable that it enables the
development of thig activity not only pilg Ly
Lotween two countrics but vlsc &ultilgtera;‘"; i.e, in certain
cascs between some moro developed and dcveiaping countries
for a production of a4 certain produce,

«hen analiys ing pogsible advantages Qfﬁlnternj;igﬁﬂ%,ii’?
Lntracting for the developing countrics and also for C55R

it ig Acceesary tu procecd from pussi AL qencral g

ana r;aks gi subcoutra:czng reletions, The 5ubcontracting

activity can have favourable conscquences for deve loped
triey ag well

L

ol &

wa;vcinlggl_Fer deve iop e
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lities of effuct.ve o oif'ictios of curh produuts tha' o=
quire exteasive uiilimataen of Lgvonr (o develepeo countries
there is, 05 a ale, Llock of man=pover), unt, furheracre,

of such products for which 1t is reccegmury "o AApOrt rowe
materiais from develdpine countries (nawely row-nutericls
with high transportaticn coste or weth hich waste during

the production prucesas or rawengteria’s with low durabality
and with a considersole ruisk of their deterioration) etc,

~t the same time, the wniternoticnal svbcontracting ensbles
also the desirable completion of sume technicaily very
difficult products by o number of complenents the nroduction
of which does not roquare highly auaiified iowove,

/8 to ihe c lgpinc countrics the international suetontracts
1ng enables to tncreasc the produciion, tu oxtend the
industrialization, to inurease tie eapioyment and, in this
way, the standard of livang an these countries, Favourable

arc ailso the consequences for the incruase of the gualafication

of the popuiation and thus for the jrowth of the ienerai
cultural lcvel, Fron the ccono.ic peint, toportan. cre the
possibilities of increasing crports, stabilizing saies of
products, furthcr inereasing Lpecialization o[ tho produce
tion, increasing techni al level of produced products,
technical, technological and ccononica: level ot produce
tion, transfer of cxperience from the management of entere
priges etc, arc ulso important, It i also often the vase
that with the transier :f the production processcs pruduce
tion experience 18 transfurcd which strenghtens the level
and tradition of enterprises in developing countrics and
thus opens them broader poesibilitivs in the world narkets,
International subcontruycting frem these pounte of view cxe

tend mutual opportunitivs of ceonomic, technicai ¢nd

cientific coe=npeiravac : b Vi L WO .
S 111C comopeiration of Cour wilh dgvejeglns countries

with a view to productior Co=operation,
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in thiv way conditivng for furthee CRTUaB a0 of e
fOFeigﬂ traae be tvi s, Cliun and dew, .lug}lm; COLPTrYIeY !
for the increace of cxportg from daveloping to Bucialist
countrice, Finully, thir 15r. of cospperataon Ciaubleg
utilization more extengivel, { the comwon endeaveur of
C8SR and déVﬂiﬂﬁ;ﬁg countrics for the tconon.c, techmical

and ggicisfic Govelopment and for an acceleration of the
sConoaic growth in develioping countrien,

Thess quostions ar?

L dudied Ly competent oryae-
nizotions and (O0C RIAR0EALS g Lidboroted for intere
nAationsl sﬁéeaﬁtfaétzng relutions petween CLul und devolhe
ing countries, -lco o number of spc.ific cusus have aircady
beon empericncud, Perspectively 8 aunber of opportunities
ariee especialiy i .he ilohteindustey, firs; of a.l in the
textile industry, further in wechinery aad other dcctorg,
Specinl attention o atdl thege QQ&st;aag 18 adven Uy the
Committae for the Co=oparation vith the UHIOC whieh g8 un
aAvisury organ for the ivestionr of the Liecionle 1k pariye
Cipation in the eperationa; delivity of UNIC gnd tureher
by the cumpetent onterpriges of foreign trade,

1

Favourable conditions f,r the deveiopment of the subcene
tracting Letivity huve buen ulso ercated uy the aeeting

of the represcntatives of Czrahostavak Ofyunizations with
the Chief of Laport lndustries Section, Industriul Folicics
and Programeing Divigion of UNIVG, Mr, b, Franck, In thig
weeting in which the represcatitives of Czechoslovok state
organs and of uweiected foreign trade erganizaiions took
Part the basic gucutions of tie subCuntrac ting aclivity
were ciorified and thus (he concitions for their further

deve lopunent vetweoon Cuuit und deveioping ceuntrics ilave Leen
strenghtencd,
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the production of (oupueiave produeto, ot v pecwlens of
enme difteroncats an tuc et o ounderte botaween andavadiual
COUNLFLEG, Lone prouiens recucaang froe the foruign trade
operations, Furthermore, it 16 NELLSLLry .0 sLave Sumg COne
nected quosll1onby Pefe 4NCTCLHY ¢f the raweanterials output
and of production >f materiu. for the produttion of coe
operated products ctc. Furthermore, it 18 noccugary to keep
in viow @ whole coaplex of financial problenc, c.g. finance
ing of some enturprises ond juuraotee of their cfivetive
deve lopmen*®, yucotions of ecoranic risks, porticipation in
thadprofite vetween the centractor und sublontractor etc,
Special attention nmuct be civen to the quality of nanages
ment of subsentrecting entcrpraises, cspecially tu the
qualification and experionce of the monagement personnel
ete,

It ic neceasary to huve oll thuse und o her preoblems an
mind when oeveloping intcraaticnal .ubcontracting relutions
so that tndividuol netions ngy be rffective and muy help

to extend thesc relations, ~t the zume tine, 1t has to be
kept in mind rhat 2 realization of some uncffective actions
could deteriorate the wholec concept of international sube
contracting, Solution of problcme creates preconditiens for
o successful development of internutionsl subcontracting
releiions between CLLHR and devedoping countracg,

#8 to the roltions betwcen CLuR and the developing countries
it is necessury to respect legal noems of
¢ 2

ighed rclations with ueveiopine countrias, These

relationc are, as u rule, hased o neyotiations of biluteral

intergovcrnncntal comrnitters, or on other oficias economic

and comacrcial negotiutions, ~t the coue time, the crganizae=

tional struciure of the Crechosloval indusiry and foreing
trade hus to be respected, The Czechoslovak industry is

*
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composed of biy produ. tion Units (us o role SeClors~wisy)
aviang tens choucondg of ciployees e virceteq Ly

general dircctorics, The So1d organizations of concurn,
tPust or combination tvype have, ag o ruic, their own 8aleg,
datlgn, risecarch andg construction bgd;es, . mﬂwr of those
organizations and vig enterprises have 2 long tradition
and represent, therefore, fuvouraule purtnars for the
industry of developing countrics,

Foroign trade relations in CSOR are materializod throeugh
the orgeni:ations of torcagn trade which also act for

CS3R o8 the partners of foreign commercial and industrial
argenizetions, Thege organizations cre biy enterprigses wit..
considerable experience in the organization of cxterncl
economic relations, The deve lopment of international sube
cuntragting activity hag te count with the participation
of the erganizations of foreign trade and of the industrial
organizationg, It ig necessary to cstublich first contacts
through the organizitions of foreign trade, '

Foreign trade organizationg in Coik are dirceted by the
Ministry of Foreign Trude, Czechoslovak industeip: enter,
prises and thoir Superior organs - general dircctorateg =»
establish direct foreign trade relations only exceptionaily
and, o 3 rule, with the participotion of foreign trade
orgenizations,

For individual sectors and Lranches thut ¢ould be connected
with the internations: subcontructing activity these

g &

* KGYC is a sole exporticr and importer of producis of fine
nachinery: bLurcau machinesg, Printing machings, laboratory
Gpparatus, measure and telecommunication tecnniques,
counplete wirclege and telovision studios etcyy

= HOTOKCV dcals with the trade ot not rcars and lorries,
bussos, tractors, motorcycles, cor Qutfit, complex cervice
stationg and car repsir siatiung cte,y




e PROGULWVELT 23 o farcagn hhace e orpfise for duporte
and Cxprrty of nLCaines, uchioe vuipmente and Cu)itod

chods, Cefe datel i dnws, dicgel enerating soto,

AAGUBEr e €06L . 1+ U #ents, J.r chisnnels, traction

apparatu., crancsg, ‘rong and trulleybuesues ctce

e IKOD RPURT CXpGriC ond dnports toinly investinont walld
in these obranches: uvtea. vnurgetics, nutlear enurgetics,
seclting and uctallurgicel equipments, muchinery p'ants,
authines and cquipncrta of talacee industry, c.estrical
locomotives and trollcybussey etc,}

o STRODUXFORT desic with amports snd iaports of mochincs,
squipments and investaent units for crnstruction, roed
e torroin wurks, for opon wnd Jeep mining snd for treate
aent of coul und ures, for yeolcgical survey, for geos
physicel and hydrelogical works, for railway, urban and
river transportution worke, for wmatcr werke otce)

e STROJIMPORT oxports and inperts capecially mechincstools,
cornicc brokes, touls und aogeuring inglrunents, woods
machining machines, und investment couplexes for manue
facturing andustry @t¢,

e TECHNGLXPURT 15 un exporter and importrr of machines and
equipments for chemical industry (oil refinerics, petres
chemical plonts, fertiliser production, ruvber end paper
industry) and for the food industry (beete aond canes
sugar aills, distilleries, broworics, mnille, bakeries,
desries) and exports and impo-te projects and licences,
provides technical avsistunce, implements the construgs
tion pa-t of the prejects ctceg

o CENTRUTUX oxports and imports cotton and linen goods,
wool tissuce, printed cotion und eilk tissuves, turniture
tissues, velveto, carpots, blankets, knitten goods,
clathing aetc,;

o Loskoslovenskd FUR/HIK, deals especinlly with the exportae
tion of grindor products, technical porcrloin, bosailt
products, heut res:sting producty, ching and coramics




.
[
7:%

= CHIMWPOL 18 o sole exporicr of prioducts o f the Crochoe
slovek chemical, phurnoc uticyl anyd cosmetic indvetryp
it further irpors rubiver, chemiculy, resine ete, g

o EXICU exports capcciailiy leather, textilde wnd ruvber
tootwoer, vsporting shocy for il kinde of sports, leather
ond textile oloves, igelit, ruber and laather confection,
importe losther cta,}

o JABLUNCX oxports mainly lass and netgi Jewellery, pearls,
plas buttons, Christmag garnitures, artifictial tlower
and fruiey

o KR EXPORT exporty and imports capeciclly fur rawenutoriale,
fur coats and linings;

® Gamerciel activity of MG KUHL.. involves eXpo: te and ime
porte of consuncr producte. They capori: hand workshop
toels, agricultural tools, 1naps, houschold toels,
ensmelled ovenwwaro, products ‘rom plactic macerials,
cioeks, caucras wnd microscopns, conling cquipacnts of
widdle cupuci .y, cquipannts for large kitchens and lerge
loundrioe and cheaical drycleaner’s ety The inports ine
tlude: toels, coeling techniques, e.cctrical and gas
enginug, nslotoscincap fute anls, opiies, clocks etC, )

* PUBUEAPUIT coals with exparts ang impucte of toys,
sporting materials, burcau cquipments, leuwthwor funey
goods und other consurer goudsy

= LICH:. enpcrts especially logs, poles, pulpwoed, sown

wood, logehuuses, mntches, boards, furniture, cellulese,
Poper, produets of goper) imperie wood, cork, puper ote,

In addition further cnterprices un urganizataons of
toreting trace oxtet in CuuR,

<8 the game Gwz, we procum thet (steb Auhing cow=oncrution
relations in tho world 1t of ten very corplicated, It oftun
happens thut it does not use to be 3 siuple relution of twe
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pariners (suppliers 4 nechines, tcehonoluny, knoww=how,
ownors of licenaus, consultants, finuncia! OXperts,
Customers 2tCe)e

It io natural that o upite of the strony concentratlion

of o nuaber of these activatiec antt of the renoval of
duplicities in sociulist countries it will be in 2 nunber
of cascs o muttur concerning marc oroehecations and a pros
posal of coeoperation will have to ot simultaneously
considered by mure eaterprises al orjanizat gne frun many
different anglos,

~ suustant.el assistance in deve.oping

in Shuid ¢an be provided vy the

s2schosiov s ot f Lomngrcye 1t @GuLe 8 are uld
Cuechosl

cnterprises anc iaportant crochegiovak ccononic institue
tions, The Czechosluvek Chumber of Commerce in mgony waye
helps to cstablish and develop entcrprises and other ine
stitutions that are engaged in the foreign trede, It GO~
opcrates with foreign Chuabers of Commerce and other
organizetions of @ eimiler churacter, supports exchsnge
of information on opportunitivs of the foreiyn trade with
2550 ete. Its actavaty, therefore, helps in establishing
foreign cosoperation, techniad, sciontific and investment
contacts a0 that in wany fields of international subsons
tracting 1tc activity can be very useful,

ovak fareign trode enterprice, Uiy industriai

In the ophere of techinigal god scacniptic e pLigis the
forcign tracde cctivity is rédiiafd Ly %ﬁéwféééiéﬁ”traéé
enterprise PplTpeHius, It tranuacts ncdaction of @ sciontie
fic and technical co=operation, trades licences and patents,

technical documentation, technolgical nreccdures and producs
tion expurience, 3Cts s an agent for vonsulting and
¢nyangerine services in ali faelds ut investment and ine
duotrivl actavity etc, Further, it n2joticies preinvestaent




activitics = SuuCuniracting ond Cxnerg dervaeccs fur he
tecnnica: assivtance of Ui, .t Lonas alee Czechos ioval
staentinie, lochn.cuine i cegnom. L. dureac ant! crranges
training of iortenn fellows in the czechos lovalk faCtuchs,
research .istitutes aid oihor Plucese In these wavs it con
participiate in develapang internationg subcentracting
activity,

6 to the whole deveioprent of Antarnotionai u| ¢
ASLAvity and the Jovelopment of Cowoperation ofcéiéoéiévék
industrigl anterprigsec with the enterprises and organizations
in developing countricvs in the field of industrie. Co=0poras
tion the Joint=3tock Company for Foreign Trade FINCOM cun
play an imnortane rola; “hie compuny as encaved in the
econonic perticipation (it organices fimancing und capiral
Participation in enterprises abroad) tu guppor’ che Czeghoe
slovak foreign trade in thig country and ubruad, Its activie
ties are very cioee to Comacreial operetions of the inters
national subcontractiing which createg favourable conditions
for its active Participation in this fieid,

FINCOM has in this eense a fair qualification for the Cow
ordinstion detivity in the ficld of international subcone
trasting, «t the same tine FINCUN as & commercial and
financial enterprice for the support of foreign trade and
foreign investaent = hes close relations not only to foreign
trade enterprises but algo to incustrial enterprises, ree
seareh and design inetitutes and other economic ingtitutions
in CiSR, The contenteg of FLCUH"8 conmercio) activities
creste preconditions for its poditive octivity ag o coe
ordinating place in CSSR for international subcontracte

ing. FINCOM 16 2 jouintestock company that is engaged in
shorteterm finaneial butinegs and in longetern investing
abroad by means of Joint ventures, financial participations,
brgenization and coeordination of industrial and commercial
Cosoperations of a complicated lype, Besides these financial
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operations FINCOM renders its clients either in CSUR or
abroad‘financial service, consulting and also auditing
8@rviceu,

.vhen considering morc complicated forms of co=-gperatior
relations related espucislly to the construction of new
plaﬁts or to the mccernization of the existing ones 2

rati ,___inve ' begina to be significant,

Frém this view.fit isrimportant. firet of all, to Join the
international succontracting with the desicn of new or
modernized plants by the contractor (or oy another organizo=
tion in the developed country), and, further, to pruvide
supplies of basic machinery and sctse In this connection,
it ig possible to use for simpler production thut dous

not require high qualiification used (secondhend) machines
and equipments (from capacities that would bé reduced in

o developed country to enable the introduction of a eertain
production in a developing couniry). It mekes it possible
to reducc investment costs of plonts and to use sufficient

number of mane=power in developing countrins.

Fer the internatioral eubcontracting activity good condie
tiong in CSSR can be created by the cxisting expcrience

cte of

DV G 2 and 8 , ing enterprigcs gnd oragni-g
These have worked out a number of successful proje
enterprises built in developing countricé.

Such an enterprisc 18 8,¢. KOVLPRLILKTA Frabe which i

a design, engineering ond consuliing company. It supplies
complex project units and render (nginecring and consuitant
sarvice for the coustruction, reconstruction ane aodernizeb
tion of machinery ond clectrotechnical plants o factorcies,
furthcr cetailurgicul factories ctc, In the scope of ite
activity one cun find sectors of heavy, and rlecivoicchnical
muchincry, 1ndustria. transpirtation equipnonts, rnotorcar

and tractor dndustry, aircraft industry, ncchanicul engineers

inge light engineering etc. Sunileray, furcher Czechos iovak
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Crechoslovali orjanizations arc COGULCU 03 1ally e prenicmg
of the retionuiizotion aeravaty wod oo vetion of tatige
nalization projeets .n the sphure of production ang an tin

sphere of management, Sueh on organicuiion 1y

H 1} “.’_‘«Q t*’ft Clhuim

s

Pany for rationalizoi.on and monugenent in o moziane industrieg
CRG, PRUCEKT Praba thet propose. radiene ddriciaon wnd andernte
Zelion actions for undustricl LRterprised on Qund and abroud,
The rotionalization of the production, orcanizativn wnd
wanagement is ulways proposed af ter an witalysis vl the |
present stute of production, which is foliowed by the ¢lavew
ration of the pro,cet aad the Perticipution in 1te impionentaw
tion,

C3dR has relatively cxtens.ve Capacity of design, enginacre
ing and consuliing enterprigses and orgenizatione whic . are

8t disposal, The activities and expericnce of these orjanizae
tions and enterprices can condiderudly contribute to the
developnent of the international subeontraciing eCtivity
especiully in those casc: where this activity will be jeinud
with the construciion or nodernization of enterprises in
developing countries, with their design, inapection of

inplesentation and with the application of higher coeoperys
tion relations,

In connection with the design of plunts it 19 vseful to secure
the creation of 4 healthy laving envirvnment, to proposc
broader relationg of location of individuul plants in the
territory and to sceure the whele rational sclution of
relations in tho territory, Even though these problews do

not have priority iaportance an developing countries up to new
8s they do in developed countriesg they stiil succeasavely

call attention, It 18, therefore, .n & numbnr of cases
advisable to cliaborate complex territorial or regional plane
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Next phise of the dnvestacnt Procces is the wwpicauntae
tion phasc which works with the soecalice inplementation
docunentation, Th.g -5 foraed by the supnlicr Gocunicntation
(degigny ete,), furshor vy construction an asscanly Jlary
{record on Lroorese of e works oo the 5110, their




guaniiiy 2o Guo iy} ety farnidy, T Ed _ntat on of

the €oLGiaon of S Luwidinne Tar eede poitent Nrolraess
gpecius Uruditney cl the CInSiruct.on wors S arc vorked out
snd the progress of thu ingleoantatae o o8 contiolled LY

the central budies ccooard.ne to theso devdlinuee

Consaderable attention 15 «ise glvern to the teghinacgld

i¢ evaivation ot the sgy (we acation these quese

tions in another purt of this study ).

Y

The preparatinn and implementation of the projects ure
guided by un implemgntation plune. This plun containg;

» time plon Ly units and cperdadion procegssess]

e 8tart of the production and mewsurcs o sceure the deade
line}

- data on vaive of individual works and yupplies (1f roe
quired);

e delimitation of the construction plot, cuncept of sosial
ond operationel fecilities on the sitey

» agread supply system and specification of necessary ime
ports)

o requirenents for complex testing of operation and
guaranty tests,

. eseential part of the project is the gudget documcntation
that distributes total investment costs by'individuai iteas
and by individual unite, On tie Dasis of the soecalled
partial budgets a total budget of the ovuilding ie worked

out wivich contains:

« project and survey works,
o operational sets including supplementary budgetary cost,
« buildings including suppienentary budgetery cusis,

« machines, equipments, tools (capital goods),
e art works,

« subsidiary budgetary costs,

» othur budgetary coste,
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e budgetury cozts,
e DUldyetuwi'y rusurve,
& budve - ory costs ane cxpoenditires ner anclucs ! Un othe

prace of cap:ital oods,

Tender budgcte inciude Lasic budgetary costs, suppiumcn=
tary budgetary coste and subiidicry budgetary cusis,

, ; on wcrks soecalled
supply rclatiens are applied, Vuring the construction
works the _eneral dJesinner carries out the inepecction the
ain of which is to cscesws and confront whether the cone
structieon worke run according to the pruject, ~t the some
tine, the investor carries out the inspection on the site
the aim of which is to control the volumg level and
quolity of oupplics, udbherence to construction terns,
adherence to centracts and contract terms, control the
volume and quality of worke carricd out ctc,

An important centrol function on spending financial ncans
te fulfilled Ly the bank and central bodies.

When working out the preparatory ond projeet docuaentataon
for sbroad Czechoslovsk orqunizations apply expericnce of
Czechoslovok proctice, expericace of prejccrys workueda out
for foreign purtners and volic ruics and principles in
countries fur which the prujects and further dogunents are
eleborated,

¢ A afaa! iﬂpart%?ee in conncction with the deveippn

nternotionpgl €og! tiog ond with the realization af tﬁe
tatentifxc snd teehnical cooperation has ulsv tie Lig
aoligy. In wany cases thié international subcantrarting
business will be ilinked wath licence agroerenis, or know=how,
In this cphere it is nccessory to take into account the
domeine and tho exact characteristics of the iicence, the




progressivity of technical solution, the possible length

of duration of the licence agreement, possible volumes

of production of technically pregressive products and

thoir exports to the country of the contractor &s well to
other countries, further questions of sublicences, problems
of the quality of rawe-materisls for the production of
licenced producte, legal and economic questions stc, Im-
portent is also the difference bewween industrial and commeras
cial use, assesement of the quality of licenced products
and consequences of nonadherence to this quality etc, At
the same time it is necessary to specify the form of
licence puyment, e,g. one payment or succeseive fees in
dependence on the volume of production, or @ combined form,
or snother way (e.g. in the frame of the subcontracting
agreement to include the licence fees into the price of

subcentracted products),

21,

The smportance of the technical sssistance cerried out by
experte both in the developing country (when introducing
new productions) and in the developed ceuntry (when traine
ing technical personnel ond workers from the developing
countries) should be mentioned in this context,

CSSR pays (in frame of its scientific end technicali poliey)
great attention to the problems of the trade with licences.
Especially in the last ten yeare Czechoslovak licence trade
hee extended considerably, The licence policy touches prece
tieally all fields of the national economy end, abeve sll,

those which ere practical from the Czechoelovei: standpeint

for the eubcontracting activity,

The Iieom activity of CSSR is connectsd with the ggativily
of _the reseprch Rasis. In CSSR some 150 OGO employees work

in the research and neans spent in resesrch surpass 3% of
national income, In CSSR many problems have been solved

which represcnt the top world technical level, These are

2.ge SOme toxtile technologies and textile machines, mae
chine=-tools and equipments, heaith technique, medicements etc,
Many technically progressive solutins have been rendered
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0y CGuR an tue feora ot l.cences to undustricily developed

and developing countiics,

The rosults of research in CGar achicved so far and the
cdevclopment of licence traode crecate proconditions for
the useful combination of subcontracting rolautions with
the licence policy in those cascs where it will prove
necessary and effective,

benefits (savings of social labour), which result from the
realigation of cubconiracting, waith incurred costs (part
of which are investment costc), It is possible to oxpress
the c¢ffectiveness /i/ c.g., by this fornuiag

¢, = G,

L o=

where G, afe conual costs (production ond transporftation)

before subsontracting

€. @are annual costs (production and transportatien)
after subcontraciang

K are costy of the gubcontracting,
Regiprocal veiue 18 represented by the time of return T;

T & e

Ef 1t brings abeut on incroase of the quality of produsts
where the effectivenc®will influence the price /P/ it &e
weeful to ecalculate aceording to the following feravla:

‘ o (P‘»C,)-(F"H-G)
K
K

T = , .
=€) = (P e Gy
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in time.y o (fo onraoten o Cogme e ove caefat ot ersrret
1 the coluulate nw the oo b Uy oounting

Tt a6 j-o%oiian ) compute KPP
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calculationg in el tagiber s ot woerld curprenCiiba

In all these analysc. it as nectosary o take into uccount
wage, tax, tariff .nd otie. diffcerencies an difforent
countries thut cun .aflucnce the Flectivenesse .t the
e8me tine At 15 ARG Ataiy 0 takg drta ercednt the ine
creaved domandy an libour, .. the 1acicade of transportae
tion €oste »ic, Deside thesr auppoid griat isportance bave

the nonccononig wffecte and LGB LONGOL,

The total cffout of 1aternctinnhas suhContrat ting *rt!lntiuﬁﬁ
is diviged in an sgreed proportion whreuch prices os twoen
thao subtontrectar aat the (GRTroCtar,

+ broader ygc af 4t 139004 seantractine Al LARE
and their suma} e*gammr mivatm*a fer E:..%zu as milr as
for deveioping countriet i cenditioned by o mebter of
econemic, technical, crgunidetional and othur precondie
tionu, ra3peciully:

ﬁ b¥ thf‘ ﬁttﬂiriﬂi ﬁt 7..3& 5 hote Jﬁér{ S 3 &4 111
1n deve lnping countries 56 thit these gzmémfs my

become ecanon.cally effogtive aw zamnencat for the
final prodacting in Lo ang woule ret ucterigrate the
quality wnd tochnical puremeteds of fiiel prooucts

.
b il

E 7 . ; a.. & é.hﬁifhghtt{‘ not ¢ﬁlym
des . ruble quc ity of the prodoction sut wagw tie necceda-
ry ceenonie ¢ ftecvivencos of thio precdciion, Le€e the
cLononiael use of raveagterials, e (recunary produce

tivity of labour ctc, In other words the subcuntracting
aetivily mugt be rconukicay widvantajocus for the deve loping ¢
country ant this aivuntage musinot be depreciated by the
eventuai low aquauiailicutiorn g
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AadUdfnt POraomiy .« bhwl LR o cnen Foe cind 1eds el

proceuy .y we ¢ .‘mx;:u..hc:(* Vst the aerelory ui aZas
tionel wnd wanag ceat doevel wonl to uaranoue s foueney

ant its tote: sufficirn. Levely

provading for nel.soury gu-cr Gl pratucts if e valun

cf produciivn ol a give: Copuc iy irespLt e the agrevu
¥8.8% Opportunicinse betaeen Ehe et LPLLL Wi Ll wue
veieping country wnc the enterprioe an Sy tias probles
is very duportant frow the point of view of tic totas
effectivimss of the arviuction and of the ugeiulnese

of the supcontracicng eolutioa far the duve opiag countryy

iﬂfﬂy) not only qﬁaﬁt&tauvew wut also Wa;“«ztzvaq,
ie@e providing for such ravieagterisls thaee are qualitas
tively ovitable for the given production and yive
gusrentee of good paraseters and of Jdesirabie valorizee
taen of the finul precuet;

providing for necessary paturigl ceg, i.¢e COpoClbie
iy for wuter ctc, and survey of patsibxliti&t of supple-
swentary perspective resources for the pesvible extension
of capacitieny

eveluation of consequences of tho respective productien
te the whole gquality of living environnont, c.g. to
sountrysidc, water, air ete, ond evaluation of possible
gosts on liquidation of these Negative consequencss,
180 dosulphurize equipments, installation of cetchers
of s0liv emissions, purificstion of waters otc,)

evaluation of that huve to be

accons lished for tho effectum function of tho iavests
ment in question especially in the ephere of accompaniud
anvestaents, ©,g., 1nvestmunts in communicetions, hous~
ing ote, which conutition the whcle operatien of » certain
investmont ond its effectavenesc,
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LU the noeme taie G G st o angrleinnt Nae o r 1oy o lecg=
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ton Of toe procuCtar it ol T Lae anlercus. o e deve =

opeG country Loowo oL of o ahe deve Tapang cuuna by Fres
tha point of viacw ot tihit dovesapnu Cultilt v L. L Ooern

j8 that this product.on way hetp 1o solve e of 1ts
probiens resultine fron the hagh degree o ArouLtrivadaie
tion {@ene the siuad luck of mueo-puwer) wd that bt ey
follow its production anu trude heetlse 0 tHC Swit. LIME,
if the cupitalist eaterprisec eecl, sbove all, for prefit
socislist entcrprices atm ut strengthaniag CConomic de-
velopment and increase of effuctivencss ar the owiee 48
well as in the developing country, ot averaricging the
lock of manepower etc, 'rom the poant of view oi he dge

b § sgyntry the concern v that the subcontructed
pvr‘éﬁtc'tiﬁﬁ ,raary falhm, {f possitle, the perspective necds
of deve lopment of the production and nterests of the
country and, ot the same timc, thot it may be realized
on 8 reletively necdful technical level, i.e. that it
say not perspectively establish o low tochnical level
that could in the future de facto rotard the dowvelopment
tn the developing country,

From this point of view it ir, in ayA opintun, necdful te
sssess very carcfully the various aspetts of s¢ lgction

of enterpriacs and subjects of activity for the inters
national subcontracting, Tojuther with the evuluation

of commerciul views it 15 necessary to take into considerstio:
slso some broader quections that are connccted with the
porspective cconomic developmeni im both countracs which
also create canditions for mutun) pesitive evaluarion of

the intcornotional subcontracting activity, These are preblans
of longtera vconomic foctors us well as prcblems of sectsl
fectors, cxpecially continous increase of the qualifices
tion of man-power, deveclopment in ind.vidual regions of

the country, problems of environaent etc,
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Pro- oot 1w Tie peant of view o develogain, counor ces,

ratlua 't is o a Lystea ot ;\, Jeld o Aliebs reoatoag (o
the Jtdﬁillty of wutuel ceunow. e resdtions vetuson aodim

vadsas firug and, ot tae 4o Lhbic g wGbil i CrsSary (Qlue-
NOM i€ Guarart .o Tur thost cuses hoe sonu probicws orise
1n thye ecunoty ol product.on i Lhe devedoplog country,

288 ey s b 18 L ocrcution of 4 syuton of techinicelr and
LEONBULC Tarantoes oL to tne yuulity of production,

quie bttty of vsed rovesuatericls for thegye products (nu ae
o the durguality and relicoce of these prodducts. Theoe
prodlcuc urc very scrivus vecaunc umncufficient quality
ef products praduccd an the frion of internuticnul sude
cONtracting can cause ot oniy Jepreciation ol these
products vut oLso deprocintion of the whole final pro-
duc tion wiich conceavably can lecad under certarn circun-
stunces to big cuonowic losses, Thc constitution of a
systea of technical and ecomnomic yuarantegs it 1o the qualis
ty of produsticn, used raw- and other materials cte, must
88 in a hagh Jegree influcnccd by the contractoer,

;ﬁiggig‘ the problea of

sdentity of standards tn the ngvelaged ﬁnd deve loping
sountry 8v welli us to the technical leve. und quality

of produced products, In conncction wail it it a8 necessde
ry to take i1nto eccount also come specific conditions of
production in individua) countries resulting ¢,g. from
slamatic or other conditions ot these countries (problems
of durabtiity of produsts and of conscquences of clinge
tie conditions and quality cf products,). Further, it is
necesessry to toke into scceount nceco of qualitative
sdjustaont of products or subswpplize for certain countries
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tiong in same cases tae Flicht of proiducian certe n products
according 1o tur gnoent dact @ntataot iay 26 condered free
of charge in the curcontracted volune or gvunituei Ly in the
broader volunc, further 1t 36 nocesuary 0 s6lve woein
problems connected with the trunumissien of production

and technical exporience, weue know-how ang Cvoaluation

of a number of related guocetione,

It 1s necessary to ausess carefuily end often 2is0 to ¢larie-
fy a number of these and viher guestions for a correct

and mutually advantegecus function of international sube
contracting relations, Very inportant in thie connection
will be an agreenment, on finunciui or other compeonsations

in case of unfulfilment of conditions on one or cnother
part.

8, According to prelininary inveutications it can be expected

thot Czechoe ‘ovak forcugn trade and inductrial orcunizas
the op uf

wall wellcone t roational gubs
advanteqecus implese

sortunit

LG

cont ng relations

contract i Nty
raon of these ralutions betwoenrn Crechoglovuk onterprises

-

and auiunll

and enterprices in developing couatries., Tuking into cone
sideration the actval situstion of the Gzechoslovak ecoe
noiny, Viz. relat.vely ..aited roseurees of nun=-powsr and
nced of intensiiication of nutional econvm, , i1 can be
presumed that o nunbor of subtoatracting Luggestions and E
golutions will be very suiteble and technicully and ecos
nomically interesiing, It can be expecired that nany Czee
choslovak enterprises und organizetiony willnot only welle
come a auber of spocific proposais out Gise vl subait

their own praposals for the internationa! suboontracting

activity.









