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Practice with resurd Yo procucilion comiraet.

and sub-contracting in relalions Letwern
3ovit organizations andé orpanications nnd
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Conditions and opportunities for tne
development of co-tperation between Sovict
organirations and firmu in the developing
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1. Feconomic co-onarstion . th Cavelon ng courtyr er Qe e an
important plece ir tane Daviet n,on' - SVeTAYT itor L nrerm eLonom:

relationc. Mepo Lhap iy d"‘"",l(‘})i!';" counery - I eer vl 1, ty*;uhn!‘ partnere

of the Sovirt Mrion. In 170 "hoo. toawtr. oooai M6 nee et (ny valne)
of all Sovid evporte ,-1*/ mweluding a aennidoronle voror. 10n 01 rachinery,
equiprent and matevialc for tha cennlmetsan and aperstien o7 nwucstrial
enterprises. The daveloping counlrios ave trn at. noupree of many o, the
USSFE*s encential importe. Long-term: sredit to developing countpies reprenert
about one-third of the total cradite cranted by the Sovict Unior te foreipgn
countries. Trade with develeping countries har iecome the mont dynamic
sector of the USLEY: foreign trade. Over the past Iive yeart (1966-1970) 1t
has increascd by more than ‘0 per cont, al an averare armunl rite of

11.3 per cent.?‘ Rore than 700 irnousirial, power, agrieultvral and other
projects and enterprises are beans built in developing countr er with the
economic and technical ascictance of the USSR and nore than hal! of then are
already in operation.

2.  Trade and other forms: of economic co-cperation Letween the USSR
and many developing cowntries are reaching a otage where permanent cconomic
ties of benefit to both sides can be said to have veen emaclished,
Co-operation between the Soviet Union and these countries, which is Laged
on the principles of equality, non-imerferonce 1n internal affairs and
respect for sovereirnty and cach otherts wnterents, in taking on the nslure
of a permanent divicion of Yqruur. The Soviet Union's bani~ atngs in such
Go-operation are to promote the vconomic an! <ocial progres- of friendly
peoples, the establizhuent of developed national economic ~ystems, particularly
industcy, the dynanic growth of thecc economico am: the strengthening of
economic independence, and at the ~ame time to cecure fuller and more eofficient
exploitation of the advantages oz' an intermat ional uivision of latour n order

to solve the problemr of the U3SK and the partnuer. with which 1t co-operates,

p w5 H 7a 1 C peds  “vatiyiuichesky ovzor,

_2_/ Vneahnlgya torgovive, 1971, do. “y 0. oo,

}/ Vnenhquya torgoviy, 1971, Koe Gy c. 3 1 T2, Ree 1oy pe . 4e




be By crpandirc it Georergt aon wils developor o coantries, the Joviet
Uaiom 13 able 1o mert the oresr of 345 own - eonony $o7 raw meterials and
finished moodr o pe *uils. fatdering condtrene or the prodvetion off goody
of comrcn imterest create A casic Joo mubunlly keraricial trade betweoen the
Soviet Union mi devedopior cow bric e it wte orooal economie cajpacity,
the Sovie! Urien ean proice Sor ~wre 4 te uavel.p.ong ¢ unirice a wide range
or poods which 1hey nod 1or eceromie conctructing and the needs of the
norulation, and =l the e tic han oa crevioe densd for raw materials ana industrial
(0ods exporiea by thooe coumy .o, Beawer the WS has o planned economy,
1% can offer a stnaile rarkel o7 Lhe nevales.ng eountricst pgonds, which is
of no little impertance rov whenm st a tims when they are experiencing incroanin.
diffisdties in sellire their 1-w matericic, and oven more oo the iniched

gondu produeed Ty the: o national :adurtricr, on forergm markets.

Naturally, 1t iz easier for the "SR +a -utunlich and develop economic
ties with developing couririer which themselves chow a desire io co-operate
with it rnd make the necescary efforts to do vo.

An analysis of the potertial export rocources and import nmreds of the
Soviet Union and ilc cconomie rariners among the developing countries gives
grounds for thinkings that there are ctill reat crportunities for the develop-
nent of ccomonie cone-opuration betwacn them which have not been exploited.

This is snown, in particular, by th-~ rapid growth in trade and other fomms

of nconomic cu-operation in the lact fev years. The USSR's latest five~year
plan for the devslopnent of tne cconony, cover:ing the years 1971«197%, provides
for a concideratle development of economic ties with coumtries in Asia, Africa
and Latin Am.rica.

4. The Soviet Union'c ioporte Jrom the developing countries of raw
materialy and feoedstuffe, which are ac yet their main cxport items, inereace
from year tc yeare Thua, imports of ruw cotton increased 'rom 144,200 tonnes
in 1960 to 247,100 in 1970, juts ‘r1on 17,700 tomne: to 42,200 and natural
rubber “rom 15:,000 to ;16,0C0 tnnnes.—v tut the moul important teature is

the chage in the ratiern of importy rom develoning ecountries in the direction

i

of greater vurcras.” ¢ finirned ns reni~. iniched rocds. They include rolled

irm and steel, instruesnts, roter tyres and accunulators, cotton thread and
cloth, gute tublrics, ovwter-wear and krt-wear, leather tootwear and fancy

ols, cleansing oni coan ciier ooods, 5
)

1/ Vocoaryays torsovi i SUnh, tuintical yearbock:, and ¥neshnyaya
lopgovlya, 1771, Noo &y pvy 2
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BN Seay s -
ir mind the ains ment ioned PO mys L he e R B U T cudrtviey
1t 16 possibie te yniop e er Fereaetly the qain jine; a0 Ml.ay te be
purtsued v Co-ornrating tetwion tne UuBh anu e 4 Velop i spunt oy ae Ly

develooing their relionul ceononies, The TR W G cconorie and tochniiew

Co-aperatinn in the ertab)ishmort of me e inguetry, whioh 1. 0oaceordane

with the policy of indn-q rialiaatinn adeopt oA SEoAAnY aevelepior eount ries,

Wore than 70 per cent of 3%l the comeitiente it apa,: rieo Ly the Covet
Union with repard io eronomic nd technien) aniirtance to il partners o

developing countrier are eennected with the devolomant or thie sector of

the cconomy,

Among the various Lranchee of sndustry, 1ren and i eel har come to
occupy first place as a ficld for co-operation, It ig Tollowed, in tepmg
of the volume of goois and technical repvices supplied, by rower, ron-ferrous
metallurgy, mechanical engineerine and metalworking. 0il extraction and
precessing alro plays a prominent role.  In thenn branches, mony larpe ana
techrsiéally <dvanced plants have neen Or are being: buiit, They include
metallurgical works in India (Rhilni and Eolaro), the Arvy ftopublie of Ervot,
Algeria, Iren, Turkey and Ceylon. TPre output of ferrous and nen-ferrous;
metallurgical work: tuidd with the aseistice of Lhe USSR will not ounly help
to replace imports on the developing count pieg? internal narkets, but will also
Ml; to =well induetrial export: to external narkets. Steel and rolled metal
from the Bhilai Plant already figure among India’s expors to both developing

and developed countrie:, Part of the output of (he Helwan plant 1n Fgypt will
also, of courze, be exported.

Metal production “orme the basis for the actual process of tiechanical

engineering. Plantc have been built or are Leing completed with Soviet assint anee

in this sector in India, the Arab Republic of Lyt y Trag and lran. 011
refineries have teon eztablichuod ip Inoia, the Arau Republic o Feypt, Syria
and Fthiopia and larg: powmr ctation: AN A numie e of countrien., The activities
of thege enterprines adg airectly or indirect)y to the developing countrie g
“xport capacity.

‘tivr o branches of the develoning countrien? econon teoy althoust they wvsovh
a relatively smalior PIOPLITIICL ¢F Ane emuipnert and t.inicn) Lervices

Supplied ¢y the Soviet Unior, rtill pive rion 4o o Freat deal of co-operation.




Tartylm wui Krohwear ‘gelscs e, canvotyt paanet, elavators @d other lood
insuct e olagts tolt v h VOny acsichance are alrsady plaving an wportant
rart :n the nconomic life o a4 vurner of Jdeveloping countriec and iheir
output, nambicularly that o0 tedile 1ille an coaning plants, hoae added

10 the induiirial e port repausces 38 4he oot ro concermed,

6. GCreat importance it a*tached in co-operalion between the USSR and
developing countrietc to the training o notionnl cadres of specialists and
pkilles workers, Quite righ!ly 20, because in wany countries the lack of
<Yilled personrcl is today the preatest ohstacle 1o econsmie crowth, hindering
the uce bSoth of the sountrier? owm terources and of those they receive in

the torn of toreign aid. About 200,000 cpceialists and skilled workers in
the most varied fields of the conctruction and operation of industrial,
agricultural, tranrport and cther emterprises have been trained with the
avsictance of Soviet instructors end spncialiste in the developing countrirs
themealvern (at conciruction sitec and at educational institutione and centreu)
and 1n the Soviet Unior at its owr esterprises and educational institutiona.

Training qualified cpecialists and ckilled workers for the develuping
countries is one of the esmentinl prorequisiter for expanding their industrial
exports, because the quality ol the ouiput, and herce its ability to compete
on the foreimm market, depends to o large axtert orn the level of okill of
the production nersonnel.

7. Asgistance in the organizaticn and execut.on of prospecting and geological
survey operations ‘or oil, jgas, rcal, metal oreg and ot!-~r mining resources is
one of the most important acpects of co-operation Letween the USSR and
developing countries. The diucovery of rew depouits hac substantially
increased the fuel and raw raterials supplies of tany developing countries,
including the Arcdh Repuolae of ¥Yoom', Afehanistan, Ineta, Syria and others.

At a,uvumter of cuch depownits, inwirial eviract.on o underground resourcee
hasi already been orpganized, ainclucing oil in india, Ecyrt and Syria and gas

in Afghenistane Ac “ar oo Afphaicaton i ecncernod, pas has already become
an imrortant export proauct. when construction ov a sitrogen fertilizer

plant bared on the gon aepon-is diceeverca 10 compled o, 2te oubpet will

by

repretent a noew atdatron to A phan cxrorms,
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L o E I Co
cutoon, Ta T i ) gt TR IA N A WOR NI e s e ey
mineoring tochnical, o odee s Peovraoag 4 el L Cner 1o
With Lhe WGP ha ooer s an s v rert SRR R

[AERERNEFA T hite MENNUPC RPN many
aveloning counlrie . Pre ¢t e o ounier et So=ovesabaios nae onove itiye
D fluence on the coemomien Of he rtRc e s anee Potmaemern bbb ey on the
volume and capditicr: of avit ant teade Tl ajes o the To oy whineh
co-operativ: takes place, Ghrionsly, the terr, of co-nveration cannot be

One af the wnir o ranone Yor fhze i the

uniform for all countr g,
differinces in the scorm:a trvel o Yhe Cavied Unionte rartner. on
co~operation, wiier ditewlren Lhe rydevt 10 which they have capita)
investuent recources and qualif ~d operserne) of thejr owm.  The {orm of
co-operation also chang: - in weordance v th {he oohere or snetor in which
it is tr take place.

9  The c¢ho.ce nf +h- ferm of co~operntion i tade on the basis of
P

thoiough concidaralion of aldp the partner conntries® possibijitieu and

a

interests. Under the mest cotmor. variant, Soviet organizations undertak.
¥

{40 carry out decign and resenrch vork, to cupply

Lv eonst ruction and techno-
logical equipment and som

sateriale nov avarlavle in the recipient courtry,

to direct or supervise the techinical agpeett of conmtruction and ascembly
r

operations and to help atort up vvtuetion unt train the perconnel nececrcary

for operation of the enterprize. Machinery, equi

pment ard waterialc cupplied
by the USSR are usually paid for

out of long-term or commercial loans

granted by the Scviet Union for the rurpose.  Tn such casnu tha Soviet

foreigm trade organizations aot as suppliers of goods and iechnical servieen

ai all stages in the estal)ishment of new entorprises
existing oner,

and operation of

Tha Soveinment of 2h- sourtry raceiving ana ™ance, or an erganizatiorn
duly autiorized i

ity underfakes t0 provide the cur: truction zite, to

4 B
organize and «::eat the ndrivoirative arpects of comdriction cperations,

to hire local peroonrely, to tunnly lucal mater.als, to tranupur ruppiies

in its territor., to sapnly ecieetricity ond wator to provide averydLy
ferviens, o finaner 211 srpepditure in

responsible fov 10 atie:.

Toenl cureercy and 1o nake bpalf

P

vRieh noad o he delt oty o the roriner

Comitrye  In comonarating ety e n 4

ooy U L oer oar i noee hygho ageveloned
countriec, the 1. t4a-

sebEen Rt ot maderee o Ao gy v et i adine e, o
“upply A certmin propertior 6F ~opgoe Mebion oo pone o ven inerd ane
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10. A corusiderar!” lese ccunse, rractice 35 1a- bas vesn Lhe form ot
co-operration n wiich Soviet srewiizations not only do the decirm and
reccarct work ant cuoely equipment e vateriais, iul also carry eut all
eonstruction and actenbl, operaticre, eithe thiwielvan or with the
aistance o nther - for the ol vart nationa) - itres, ond deliver the
plant to the cliomt tully complete, ~r, o vt in ceretires called, on a
"tum-key" b.cic,

In recent years an ever-inoreasing nart hac been played by various
forms of scientific and technical co-oyseratinn, covering the transler of
technology und technical documeniaticn, the training of scientific and
techniocal personnel, ascistance in the ectablichment of desigm organizetions,
etc. A relatively recent phenomenon in the USSR'e economic relations with
developing nountries 11 coutracts tor the preduntion of moods and sube
contracts for the exeout:on of convtruction work.

As the cconomic, ncientific and technical capacity of the developing
countries incrcases, the fom of co-operation chousn necenpari ly changes,
vith greater empharic on the part played by the developing countries
themselves. To ensure the fullest and moct rational use of national resources
is one of the mout inporiant aime to e achieved vy foreign economic and
technical aid.

11. Tie ler~? tasis for economic and technical co-operation Latween the USSR
and developing countries is usunlly intergovernnental agresments., Such
agreementn arg mort often concluded for a period of four to five years (in
the cace of trade agrecments, three t five yearc). When i¢ ic necessary to
applify and clarify the agreements, protocols may be signed, cometimeu
several of them. Before any agreemenmt (or rrotocsl) e cigned, great deal
of work 1o doné in order to detemine the capacity of the partners teo
co-operate in carrying out thir or that rroject or developing this or that
branch of the cconomy and the pract.cal Jurtification tor building this or
that enterpr:s..

The firct practical step in co-operation on the conctruction of an
indust "ial enterprice, power rtation or other rroject is usually to prepare
a technico-nconom.c atudy o tho . easiiility of conctructing such a project,
given the conditions prevailiags in the pertnar couniry. The -ustification
for the propcel 1 set forth 1 the Form of a report conticning an analysic
and recommendations.  Whero scceurary, prefiminery cludies are nade to

invaityeale reseurces f <G erale hydreocarbont . ai vater and any ott
A an ary ovher

relevant coniiticna,



The report estimates an analyser such sndicators .. the countryts
demnand for the proposca rlant's output, the availalle rorource. of raw
materials, the desirable capacity of the plart, itr Cpecialitating, the
range of cutput, the organization of tho plard (departments and shopr},
transport conditions, the sequence and duration of construction operations,
the manpower needed, including worker. and 8pecialicic, arrangetonts fop
collaborntion with other enterprises, the extenmt to which the output ic
expected to be competitive and nroduetion ~fficiency. The fearinility
report ie the Lesis for the decisions taken by the competent bod;ien in the
USSR and the partner country with regard to co-operation :n the corctruction
of the project. Whatever undaretanding is reached is embodied in an
agreement or protocol.

I1. PRACTICE WITH REOGARD 10 PRODUCTION CONTRACTS AND SUB--CONTRACTING
IN RELATIONS BETWSYN SOVIET ORGANIZATIORS AND

ORGANIZATIONS AND FIMS IN DEVELOPING COUMNTRIFY, '
1?2, Imergovernmental agreenents (pmtoc«t.»ln) on trade or’ﬁcanomic and
technical co-operation are the primary legnl basis for commercial, production
and other economic relstions bhetween Soviet organizations and orpaniratione
and firms in the developing cowrntrics, These relation: are legally tfomalizea
as contracts, amd in come caser, uubecontiracts. Contractc, as a ruler, are
ooncluded in purcuance of and within the cortext of tha agreememt: and pmotocolr
nent ioned above, spelling out their precise arplication with regard to spenific
operetions,

13+ The subject of a contract relating to export-irport sperations is, an 3
Tale, the purchare or sale of specifid goods and their delivery by stated
times. Under a oconmtract r 1. tn= to eacictance in the construction of
industrial emerprisez or other projectu, or the other hand, the obligations
of the Soviet orgunisstions includc, a5 a rale, the execution of design and
research work, the preparstion of technical and working plans, the delivery
of oconstruction and teohnological equipment, and tochmical assistance in
the execution of construction work, assembly, startiroeup cperations and
training,

The organisations or firar of the partner country (tne client) wndnrtsye
in their tum such commitments a- the receipt of goods (machincry, emuipeent,
7tc.) addressed to them at a frontior ctation or port, the trancport of
cuch goodc within the country to the comstruction cite, nrompt payrent tor
roode and servicer, the provicior of ruitable livins conditinne for

“pecialists cent to €ive technical assictance, otc,




FHE COnL ALt PAY an L lne wnet e mance o7 aair i eamnecd st h
the comurruat ion vy Che pranl uc L per i o e ot - thore ererstions, The
1abter in moct cenon, bocaur. 1 o niLcdly ooy i oo dsew et to o
ko the deta e 0 A 4k ana Lo ol rtaane L Lpe carbes nd the
conivtrons govermings thei s 1070 3 vl in Ui corobrastoen o an et i ce
enterprire,  Contrasty tor 4. . ol e pvnan, dvolud ng pouatr Lor exporet,
are corcluded either [or ane year or .o Lonmer nerion, curing whieh fiven
prices are uainta nod.  Suo-cont.act. oo the cvecutien vi operations are

coreluued for the povion, MACwTRIT o ine ~oapdtynr o the wark un rquestior,

e Urries dhe S0t or fowope anonn. o o b o whieh gre in force in
the Jovict Union, 513 enirationn commnet v o 4h i crport of Soviet goods
to forerpr rarkat,, tbhe imporm o poner fren elbns sowiein and the export
and ioport of service s, inciuding teohnien anniatarce, are undertaken oy
duly autherired foreimetrade orcan: ia tong, ¥newn o0 "3l union corporal ions®,
Their right to condust foreim nearomin operatinrin omt to conelude all kinds
of agreementn and deajin with et rtutions, orpanicttionn, orternriter and
individuala in {ihe USOW and avroad 1 cixed vy thmr aielor, The
corporationt are ac 2 ™Mile ectablished on an nduastr wacic, although thore
are sore which acal vith 2 wiodep ranpe of mods onc othen which dea) with
the coumtrior in a particular reriov,

Mout of Lhem toih export anu i port the moodr pothelr field. Thur,
tor oxample, the ¥Mkuportlen A)l-Uqion Coinortian caports cotton, lax,
hemp, wool, yamm and thread, and cotion - other fabrice, and alce impertn
cotton, wol, jute and iute products, amt 1ficinal fitwes mé various fadbries,

15 Eore comorations undemtave 40 renort "akivo e and aquipment and
to give techniea) asuistasce 1n the ernolructien o roconbruction of enter-
rrise. ond othe: pro ecii.,  Oin cueh camoidt con wn Trkhnosksport, which
fiven nnimtarce in the conutretion e reeontt TuLtion o1 yvads and railways,
bridpees, porta, cenutruction averial: Faslerien, text ln, dnitwear ane

elothra [actovrics ord slovts spocducin: srtiviot e, pralivicaly and

pharraceutic: 1o one in roclomeal oarve - epeved ocs Cor corbain mineral

rejourceds, fd‘.'-thﬂl"' the bl Lo N i!i'k':r“.“"% AVYLD Corperglion io conco o

"ith t.!xpoﬁ.l:x;', 1'ron +he USs G‘}r".".t}' Clwem et et o glent Qca} QYH”.?'Q(?rj ni

and electries) irvdustiria; coapn et eleet e O oowes tralf and cotiplete sebr

el equirment or brdre.Yecn v oL e v P meer Aot one, and alee
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We give below a list of Just a ‘ew of the all-un:on ecrporat ion. viirch
actively engaged in dealing with the developing countriess

Vostoﬁintom it responsible f{or cxport and import operations an trade
with l.f,;:hanu:‘tm, L.an, Turkey and Yemen (thiz ic an evaunle of a corporat con

aro

organized on a regional Lamis);

zgzﬂg. et gmoksggrt eves techrocal accictance iri Ll construction in

other countries of nenferrour metallurgical worko, oosl and gas plante, pgas
and 0il pipclines and othes projacts;

W cxports and importc golid mineral fuel, iron ore,°

miner: ] Terti1lizers, nen-cre oxt ractive resources and some kinds of finiched
industriul goods;

W exports and impomtc nonlerrous metalo, ores, concentrates
and 10lled productn, and natural and synthetic rubbder;

mm exporis and imporis cament, glass, tobacco and tobacco
products, leather &oods, footwear, china, cewn goode and knitwear, toys and
household electrical appliancesn;

W exporte and importn fruit, tinned ‘it and vegrtables,
vca, 0offee, coooa beanc, starch, pacta and corfectionory;

W gives technical assistance in the organization and

oonstruction of agrieuliural and irrigation projeots and plant: processing
and preaerving agrioultural produee.

s R 0,05 s S i

2 i A i

"The adninictrative Organs of all the all-union foreign-trade corporationa
are in Mosecow.

s

16  Every alleimion corporation it an independent oconomie organ:zat con
with its own. legal personality au operates on a profit-and-lonss accountine
vas15. Tt is anuwerable ‘or itn operations and obligations with it:- property,
which under the lav in'force in the Soviet Union 1c¢ liable to dictraint.
Neither the State nor its organs or other organizations are lianle for tre
tcorporationa' eperations and obvligations. At the sara tine, the eormporation
iz not liatle for claim: against the State or its orrans or nther organizat - onun,
The articles of each corporation fix 1te dasic eapital,

i




broosoore e gt A e et e e el S oL, AL bmarior

rornorat ions econcliude soniract 21th oreans ot @ v i am otk developiag
counirie. wurder roog hpey o cet oo dunpoootie o L ovial pergl W SeTvices or
purchacer: of develesines oourtoi a0t reods and cerviced,  Tu oW canes a

cortract for Yro o oupolr ool oA nel of emuirment ond the gronting of techrocal
aceiptance o cime’, vol anly trothe antharie cerroontat vres of the

all-unior corporatiovw, bt aico ¢y represertatives ot the Lcvie* cconomic
organization wnich will direstiy of 'ret iolaivers and nrovic. techaical azoicstance, |
Bucineus relatiors ietiren the joreim-trade orpoucations {«dl-union
eorporation::) and the ipdwtoial onterrrives produciog tor exnort and economic

organizstiors niing norte are roveomed by Lo,

17. Seviet inmdustrial cowporations and enterprises o nct sell their
output directly or the .oreimm rarket. Nor oo Lhey buy the sachinery,
equipment and raw materials {hey newd directly from feorrimm cupplierc. These
functions ac has alrcady been se1d, are peiforied by the Soviet forwign-irade

vrganization. (all-union corporaticnr)e Thne all-upion corporations also act
. . . A N Id . . b
as inmtemmudiar. oo in orsanizaing incustrial (produgtion’ cellaboration between

enterpriscrs . the Soviet Union i monufacturine fims in the cevelopine,
industrially developed and social-ol cowrbries.

The cyetenm o plan tarpetc and cchedule ovdnn and other kinds of business
arrangements encare co-crdinsiaon between the nroducing enterprices and foreim-
trade orgeaizathonrs in the USUR, wd nlno rebuween the foreis-t rade er@niz;i‘\tom?
and conawmers outside the production ophere, vhose nteresl: are reprecent ed
by the Binistry ol Trade ard nther econonie or-ans. voviet enmterpricest
oblipgut onn nth rege~d to the suiply of roons to conow.ors are dotermined
by a production programme tithin the context of nlin tnrreis. Mary kinds of
foods are nroduce o collibermoion wiin other Doviel indvatrial ent arorises
A growing numuer of mrede are produee ir enll roralior uith ermtersriges in
other countries telowrin, to th Coneil 1o0r butonl Soononic Aunt otance,

Experiance har cnogr verans cuetien trot the o qabiithient of eeonomie relotions,
including coliabort ive arroceaem,, t1th forem, o opartners through the |

foreign-trade sorporat:on. v w0 Liroranae Lo terusl iy toneficial co-oneration.

lc, 1t eliow: arow what s heer :2sd Lhat Sovieh rdustrial anterprices

and farvie in th~ aovelooir o cowdrien o et hove et red i cony of 4he kond
wonich »n IHIDO documienie nave come 40 te winar on o "onben Tacting,



i

in ruch eaceg the. pro.ucinge 06 in the devnloreg courtr: (ihe maip vont ract .r)
ilarme oul to ¢ fira i1n the ae rlopiv court y {tie cupcont r‘act;‘»r) 10 prooust jon
of certain goode o0 varto <o accordanze » ith the cotractort speni{icat ionn
and for delivery in acoorumine with 1ts anst raction, Gocds needed to meet
production needr and consu or driand in the Boviat Union are purcihaced in the
developing countrier, vy Soviet formyg =t rade orgamizat :ona wrdor contrantc
with State organizationas and Gerporaw.one, andustrigly g aanociationn or

the producing firme themse lvey (State, =ixed or privat s}« The cortract nay

be either for 4he drlivery of goodr iroi the Suppliors? normald rangn of output
or for goods gspecifacally intrnded forp delyvery to the WiSR -, accordance

with the special newdr of its consumerc or adapted for uce under .ertain
conditions prevailing in ¢hc Soviet Union. Thus, for wraple, under contrantn
with Soviet foresign-trade orgenizations, Iranian ;imm: predue: and deliver to
the UBSR knitted outer and undrrsear, leather ani wloer feotvuear and cleanuing
agerts (ladelled in Buneian). Cemain fims in Incya, the Arab Republic ot
Egypt, Algeria and Syria 4o the sames In these cases tne relationship in
espoantially on a production toriract banic,

19. Apart from this, ther: are arranremants which combine features
of the production contract ¢ of production collaboration. 1In these the Soviet
foreign-trade organi ations act as the contractor purchasing the goods produned
and supplying (wholl,' or partly) the raw met arials and technieal documentatin,
needed to produce them, Thus, for example, under a coiract betwaen the Loviet
foreign-trade organisatic Yksportlen and the Indian State textile promotion
board, the latter undertcok 10 procent cotton zupplied ty the Eksportlen
corporation. All the goods produced, in the fom of finished cotton fabricn,
are expored to the Soviet Unior g sheparilen pays icr Uhe cost of proccoaing
at raten agrced Yetween the rariners,

Another oxample of relatic e bazed on production contracts conbined with
collaboration io the arrenpemer, for co=oprration betusen the Soviet Union and
the Arab Republie of Ecyr' . 0. 'ae basis of onde-s from Soviet Coreignet rade
organizations, Bgyptian o r-errrises produce uiipc, presred automobile and
tractor parts and cheo = wel. “he lov et orgar zatrone curply the metal,
cMioment, accenmorics and techn cal dor:ument ~tio (draw: s cte.) needed

-0r the purposc. The mood:; TTefisnd weler the comiract are ird erded for

. celivery to the Uik,




Tu Alperis a brandy diastillery is teing oot ur in cnllaboraiion with
bSoviet ormarimations.  Part of the sutnut will be exoerted ‘o the Soviet Urion
1 poyment for thn technical ascietance received in the construction of thic

and other nrojenlc in Alpemin,

0. Co-crneration vazed on preduction eortracts and andustrial

collaboratior eracler “imas 1n the d¢ seloping ecourtirier to the followingt

To make ful)er use of axinting production capacity or to expand it

if 14 io ine.fliciert to :aprvy sut the avdors receivedy

To .employ the eovicting work forse more [ully and 1o reecmit additional

laboue for the exprnsion of pductiong

To have a reliable market {or the cale of “he wodu produced under
cont ract §

To moke wider use o' the technical exverionce and the services of
specialicts from Soviet organizations and to oitain from the organiczations
materials and documentation in crder to execimie the orders given under the
ocontract. .

*

This form of co~operation givez the Soviet fornign-trade organisations
a more reliable vourne of the goode ‘hey nevd, with the knowledge that their
requiresientn have been taken inte account :r the process of production.
It inoreases thaur chunces cf ectablishi-ir . .rmanent economic relaetions and
of exporting Soviet goods in retum,

Co-operation baced on production cocut: ct~ and collaborative
arrangonenis, hovever, can only be csuccess{ully sstablished and developed
when it is oencficial to both sidee. Tn reony cases the nartners are able
1o derive additional benefits in the forr o iechnical progress in preoduction,
improved supplics of raw =aterinln ~~d . yep avpenditure on the sale (or
purchaso) of the goodr.

21.  In view of the above-mentioned and other advaniagec of co-operation
based or procuction contracte and Sollaboration, Sovi:t foreign-trade organiza-
tions endeavour to make uce of these arrangements in 2ll cages when the
necersar, vo-condiiions are met (this acpect in dealt with in section 3 of
this paper). In audition, the cxpancior of the developing countries? industrial
cxports car Ve actively proncted by the syrton under which the Soviet orpaniza-
tions tmy part o: the ovirmint of the enterprises wilt in the Jeveloping cowrtriec
with their wniistance, COperavicns of thic lanu are already ' eing undertaken. Ao
exampl ot e may Cite the deliveries 1o the UuSk af rteel and rolled producte
rreduced at the Thiian Yorks in Tndia and of 1inadd neat products produeed by the

meat ploant at Clicsvroce n Lhe Sematy Doracrat.e Henurdic.

d
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conbucting repobiat 1oms o1 the ISOR trads e o [P

ety

plvicers on ecopamic aflairi to be foud oo evelopi g conntricice

2% Sul'v‘-untrfa.ctxng prtw o fovio t orcgnocbions and Cimma op
organizations in Lhe developionrs counl. g v e mtract vense ef the
word, io to Ve found in the sonstrvchior off Pro.cein on 1 turpehey
tasise The atumen of “hi: Fom of co-aporal lon 19 4at L Zovied
organigation, acting W the comtraetor amder 1o ta 1o cord ract with
the cliemt, sulconiracis for th. «xwceution of tie word with “h
oz'gimzesétwn or fira 1 the parts ¢ deve 1ouine cowstry or s olthep

countriess Thes: fimm. then aet a. cubsoniractor:.

'I!t.e follawiug '{‘..,T;u;: of gul ontract. o I*Q‘-'%'-k’l ‘e \If‘P“‘l'diﬂf‘;‘ on
the organ’zations taviny parte

le Betwern o 3oviet forc i mmetrale corgorliov and aationsl
Stat- orgamivatiorr amd cempan 23 or private D in the cliont
count ryj

o

e Between 1 Bovict foreigy-beate orranization scbirg 1n
nopjutction with - Sovi b eoonomic organ” doon otd natiopal
organigalions or fimms in the clicnt connl ry;

3o Between a Suviet supplior (Foro:gmelrade vrgeat alion) and
organi zations or . . in oilior developnn - counbrieny reeialict
vountrie: o industrialliy 4 vilep 1 Gapit ool count cic ©y and aluo

with irternaticmral spoci-lized arenct .. Vst s put i wid Prep cammieie

I actual o BRI PO A Vow v v ' 11,
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PEOTA 0¥ B s L Tt Ty e ARG crlicaepe; of thewr
oM CITOTLE, Gl e frta Gk v pucoas Fer dovedonrord
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Ao TR vt Lo s wmerdiong cotzaelipg and sube
comtramt g otweon Toavict op gponatlon nd orgunizablions, companied

and Diven in G devolenviy: counbiss At o caBinee s followss

1. The relgtiopenen of U partnors in oone of equality and io

omoodiad as ouch i Vavwr poopeastive dabibe and eblicaticnsg

Yo The subcortiacier ¥ jove adoiniserat v and operational
indupengenc: Ln earry ity out dr Laveries, oporations and other commite
mewbe uwder the conteant oy ouboontract

s The mibceriram or bears matorial responsibility for epwuring
that the goods suppl.cd omd thr wors carried outl mect the roquirements
with rogard Lo quiiity, deadlines and othor comizlions ieid down in the
comtract or puucalieset up to the end of the pugrantec period

4. The Joviet coubractexy has the rigt 1o check in order to
vrere thast s suloent actor secin the doadlines for deliviry and

completion of work aua comrluen with toachnical vd olher specificationse

2% Th. fuvourable abttitude of Soviet orpganisationz to ube
voptraciing, au dereribed above, ia alsc bazed on an ¢nalyais of the
experience ancumulat a no jar s e pasiy oistablishad for a further
expansion of thic fem of ro-operatiore Thore follow a fow examples

of 1he oxpéricrcy ol Sovaol orzant 'pbicr: 'n AWir Figlde

The Jurgest proyost built 1y Sovict organizations in a deviloping
gourtry on & tubcortract o va. lu 3 e norihorm section of the trane-
Iraguan gan pipeling the total Tonglh of which L+ 1,100 kme About

600 bk of pircline wers lad oud ¢ paaipane sud compr-uoion stationg

wire built with thoe econrumic and cochnica) nesistane: of tho USSR (the

couthern port of Abe poiin s was Tid wilth Lhe - ssiibones of Pronch

and Uoated Kiggmior o, The o)y o edasine i gencral orvder for

the pipeline wer Lite Dvaroae ot ocacl L1t company o bl supolier was

r S
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a Soviat torelmrotoad o e Doation ot i g . o

Soviel ceopom o crteaniAntl on Sleti o Uy S i d a1 o

carry ovt the w0 v DL sl T GL b, L Lo,

The conatoetron wnd vr md Ly wor L L g s Tt ar
formy whacn asecunon L1 o aporei . ) ot b b cutecal et
epocaficat v one o with o resd b cunpi Lior g

A T L

conditionse Thic Lom wp in tuin culccntracte -0 sumler o operat ione

te other Tranian (omse Payacrd for delivors o ang work & v oot by
the gubcemtroctors qun wade i e Trantar o abione ! curroney ont o of Lhe
fundy rocoivad wnder Ghe erdponed cortract, The clientVs aperditur: o
forcign curranoy to pay for deliver <o of »paprent and th porvieo s ol
speciiliets deapatohnd from the US3IR wor met trow . Soviet lops-tern 1o ane
Part of the conatrciion eguipnen' which the bt rac oen could not fird
in ihe country was cblained from the Soviet cupplicr and paid for at coste
At the revacet of Ye client, tae senerdd coplractor sert the Sovict
apecialists whose tervican werwe necded for the construction and ascembly
worke Tho combined offorts and co-ordinated action of the Soviet and
Iranian technical ani productiorn poroonnel and the mut.a) vaderstands g
they showed in the procoese of construction helped to easure ihe succoraful
completion of this unique pipeline w ihin o short perimd in very diff.cult

climatic and nutiral condition:e

<
1
|
|
260 The subeortracting “omm of co-opuorst op hus boon used in she ‘“’%
construction with ithc accistance of Soviotl oriaiizations of an o} pipoe- |
lint in Irsg (Crom the northern Rumaila 0.l deponic 4o the port of Al Faw)e j
The Traqi national staic constiuctior company acts av gubecontractor :n

the eonstruction worke The supplicr who cirmed the sri-inad comtract

with the Iraqi authoritiec, as in the previous ayample, 1o one of the

Soviet foreigm-trule corporat ons apd the client iz the Lragi miniotry

regponsinle for il awifairde

A ospeeial feutu.: of the conlract and owbcentract for this project
18 that provisicn is madc for an arbvitrator to chece on the quality of
the equipment supplird for “he pap-liue ane on the exceilion of tne
construction worke iy Ay oLient belween tie partico ihe UISH All-Uniorn
Chamber of Corerce wis wnvitoed to act ae arbiratore In wdition,
represemtatives o7t clioat euporvios and Cbeecr the worke Thui, an
this car y the solecrtraciing sermzenent wa orgars ool fuily; witnun

the State sector.




Ty b o, Aoty Tave w0 sy Loyt Lo ol Jhato cector betwen
TS ARIFIE TS SRR R EVRCI (FV SIS ECUNDNS Shihe K FNNS NN TURNEED CHEF of wpuratsong cornnetad
With the qcwirtag o curpmeons Yo ene of Lhe vorss hopr ot the Annaoa
metoliurgical worke v Alrovio. Uhe covecenierar for WL work 0 the

i

. B . . .t - L 1 O N
Algerian notionnt Cootenrrtion o saoloabao. Yhe mapplic o (the Sovied
r

foreipn=-tr.dc oraas il } fu emponeeate Tew G o wort and doliverien

of equiprent under» ooooparah o coutlact .

cBe  Ge=0piTalton toANeLw Joviss orgarnd o aibiony and nablcesnal {imms on
a sub-controcting booo bac boor odopind te nosroutor or lesser oxlent an
the coprtruction of prugoner onoa rurb: of other developing countries,
wnGluding Morocen and Turke, . DYhooo ars s cousidercbls nember of daveloping
mountrico, whioh proesor Lo rem of co-operation i the construction of
industrial enlerprizcee 8¢ Loo omb-conirocho boiweon Soviet orgonizations
an? oub-contracting (tms un daveloping coustrier 1ove been mainly for
constiuction woik, bul they coull obviou:ly cover oiier matters which the
aeveloping countrie ¥ orguaizal.om and fiims agreed to, undertake, and this

would be in the ‘ndorocl of Loth cides.

29« Av. anslysio of expericnce in sub-contraciing between Suviet
organizalions and cnlerprines acting as suprlicrs or comtractors and
erganizat ous or fiprr 10 the develepong countrize asting as sub-contractors
roveals both the faveuratic ampoctc of this fom of au-operntion and the
Tactorn fuirduring 1to frler cxpans’ ou,

Por the duvelopirg cownntry, 11 means yreater use of the country's
own productive capacily aie lswour rosouscrd, increascs onployment, leado
to cortaim saviigs ir Yl cvpanaitres of repources, rarticularly roreign
CUrTency, because o Jifioroeng

Te

she Wl puier for loens personnel and

foreign teehmicon wporsalioda, ord makeo o wogrible 4o replace imported

cquipmen’, parily by omuopmehl of nntonal menutfacbure. Working Logether
with qualifi-a Sovl t oapesiniiate Weead m (Lo ¥nowledge und experienca of
rehreal persemel wud welps te 4rain Jocal skilled

W faveursels Gt o0 the Cormation aud strengthening
of nationol consstiu- .. el cat tous sni

lecal engineorineg il 4

workerce Al Lave has

s dnoustreol enterpriscas




F
2
3
&
3

SRl

Yor the Sovich crvear 0 son e e ¢ I L o th omoann
that they ao not have to Lo vy o vwe v 1 ! sorbk whinoh n ot
done by local Formo, Lo o0 o o A e e PRt bl ot

i

to provide tochnies) mueannos ol surov s vnn ad T Yy ooUn o) G on
the wxpericuce of rationl conch oo ad Aodearely e and s nee cama booeuky

with local cenditieone.

Subcontracting increuiog L vipe b sies Py coonotn aned 4 b o)
co=operation totween the USSH end the deveiep for ceartriesy il partiouiarly
for collaborat.on ir produciions This vn e turn wan rcournge the srowth
of industrizl cxporta from the Jovalopang counbs.ce 4o (he serralist market.
In general, thius form of co-operation menns toat fuller nee vim be mado of
the jeint effrrts of countricc Lo solve the acoponic construction probl mp

of the develoving countrieus

3. At the came time, the obstucles urd aifrieultios in ihe way of cub-
contracting must not be undercaotimatead. Among thur should be mentioned
firet of all the fact that national organiscirons and f'irmu capable of
undertaking modern industrial construction at Lhe required tochnical Jovel
are few in number, or ir some developing countrios, cempletely lacking.
National fimms tend to be illevguipped with wachinery and appliances, and
this creates difficulti . in the transport ned vcantly ¢ large and hoavy
equipment. One of thc factore holding up the develojmond of co-opuration
on a sub-contracting buvis i3 Yhe grogber vick Pfor Soviet suppliers
(contmctors) of failure to meol dosdiinus and Lochni cal spucificationy.
Some of these failures may only become appar nt aller the g‘ua?antsu period
has elapecd, But cven if Lthey euiv digcovered within thag period, pagment of
the corresponding peraliy cannot “ully compensate for the material amd
moral loss suffered.

3le Subcontracting betwe.r Soviut Organi ralicons and firmg in the
developing countries can help 1o give nutronsl Pirme in thore eounmtries a
greater ghare ip the supply of materialc, constructional enginecrine Laris
and various kindg oy cquipment and 1o creours,s 1he tndependond exceution
by them of operations ad, pregects beinr conat rieted with the  conomic and
tochnical asuistance or tho Sovial Unione  One exunpl. 13 the parbicopal ton
by Indian fims in the nstruction of Ah melallvcal wores ad
Bnilai and Bokaro.




The tendency Jor o greater proportion of supplies to come from the

doveloping coumtr:.o thominlves o a rerfectly proper once This

tendency actively encouragns the mobilimation -sxd rational use of the
developing cowrlricu? own rosources and otfortis, which have a decisive role
to play in the ashicevoment of economic growthe  But in order to engage in
this form of co-cperation ta~ na'‘ nal orpanizatior r:?- fimm must have
engineering and technical personnel who aroe qualafied to provide the right

kind of technical direction.

32. Apart trom ihe devieloping countrice! own firma, organizations and
onterprises in othcr socialint countries alue enter into subcontracting
arrangomonts for the supply of equipment and scrvicegse In such casces
the matiers covered by the subcontract between the Soviet organizations
furnishing economic and tcchnical assistance and the organizations or
fims in other socialist countries are usually the followings

-~ BExecution of design and research work for a particular part of a
project or installesion;

- Delivery of certain typec of construction cquipment, particularly
speciul~purpoce equipment}

~ Delivery oi part of the technclogical equipment or individual pieces
of machinery and. units in the production of which the subcontractor is
tochnically advanoed; .

- Digpatch of specialicts by the subcontractor {0 assemble and adjust
equipment cupplicd by him under the subcontract;

- Mraining of local personnel to work with thin (:qui;nen‘t;

~ Supply of certain malerials and parls necesvary for the construction
of tnc enterprisc (project);

= Bupply of spare partu for construction and tcchnological equipment.

An example of subcontracting with organizationz in socialist coumtries
is co-operation in the conttruction of the Baghdad-dasra railway ir Ireqe
The supplier under the basic contract iv the Soviet forcign trede orgasisation,

2
g
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but under cuvncentiacts Tolish cvenrantors ave undeor tRerns Lo carry out g

considerakle part of the design work o 4o Tipray ccilirg cloek (e

'agons)o Crochoslovar ormpvirat tons or oo DRy oy Toenst iy n ag
Hungarian oryonizaticns ar Nodidns b0 crnantinct wocloowo e factory g b

install commurications syct amiie

This kand of scllaboralion wringe . oonors e borettn te all thoue
taking part - th. clieni, tne supplinor and the -ubzoniractor ‘t cnables
the client to obtain cquipment ip the production of whien other socialis
countrics are cxperienced and tochnically advanced, and 2ls0 to secure the
services of qualitied specialict s from these comtricge 14 freee the
supplier (tae Soviet organirat 1on) from the neod to concern itself with
deliverics of thouc types of machinery and <guimment for which it dooe
not have facilitice but which other socialict comntrics are cquipped or
better equipped to produc.. Pinally, it enables the subcontractor to cxpand
exporte of goods and scrvicas to *i» developiry count one Time ic saved,
which benefits cverybody. Bui thic kind of arrangem.nt also createp
problems which have t0 be solved. They concern boih the nesessity for
strict campliance with delivery dates and epecilications and the willingnose
of the subocentractor to undertake obligations with resard to the provirion
of goods and scrvices (including the granting of creditu) on the aame
conditions as in the original comtract beiween the alient and the supplier.

33« There are also opportunities fur subcontraucting betweer Soviet
foreign trade crganizations giving asmistance 4o developing countrica,
fime in industrialized Wester:, countrios and internntional agencies takaing
part in United Nation: aid pro.siziemes, However, the capacity of Soviet
organization and enterprises in thic arca ie still not being wadc full use
of by international organizaticn..
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3. Among the rong tlor. peec,sar) ‘Or Lne ¢ toblimanent and development
o7 co—operation harel o4 Jo9nt an contracts, Ar sitnconiracting arrangements
betwean Soviet toreim trade crvpanations wd £, ras in the developing
countrics, the first 1osusromen: iu lhe very L0 cf the exrstence of
irterpovernmental agreements {on trale and techrnical co-operauon) deiermining
the nature apd frauewnti ot co-ouaraiim 2w creating vhe basis for commercial

and production rclotisng bedwaen ihe orpenizat-onr and firme,

In addition, ther. must be a wish and » dnoire on the part of the organs
in the partner countrins renponsihle for foreign emnomir’relutieas t0 make
use of wuch arransement: s production corntraeti and subeoniracting in
co=operative wnderiakings. They can give asgictmee in thie connexion by
helping to selact firm:, nroviding facilities fer the tpanuport of goods,
arranging oower and water suprliea, givirg tirms cred)t ond other measures,

After the simiture of the asrcomeni on co-operation and the basic
comtroct on technical assistance i Jhe corctruction of an enterprice, a
number of operationy hav: o be carried out bafore it 1= poseible to arrange
auboontract: with natiensl firme, They include peclopical and other surveying
work, the preparation of technical decimms and working drawings for the whele
enterprine, tne drawing up o spucifi.ation: for equipm nt, and oo on,

Without sch prelininary work, not one .ubcortract eap be awarded. The
toyms of the original coniract betwe n the client and the Soviet wupplier
gerve as the legal fromewory which 10 4 larpe cxtent determines the terms of

1he cubconirects for Jhe exceution ol the commiimente enterva into under the
main comtract.,

It poes wiskout saying thot relntiers based on production contracts amd
on subeontracts cud ohiy come inta Leiwne wmd develop succeccfully 4f thoy
have o fubjeci. The wbjects of uch arrangeacrts are, firstly, woods which
Soviet orgmn;zaiics. a~¢ artereciod in obiniring on economicaily advastageoua
tems and which maustricl firms in the developings cound »iLe can updertake
to proviuce, Jecondly, hor cre cpausdrlt eglooeprines ang otaer orojects
which are t¢ be bnilt urcer 'h co-oneration irrecacnt,

R s
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cortracts for produvtion @t Crrort to vhe Clash will e 1 ver D aow.  We
<hall here -ust noite that Lhe ructy el thne (d-pdard: and tecrnical aprect Uica—

iy
H

tions in forece 1n “he Uik,

e TFor co-npoeratior op the batis of 2 praluction contrach or a culm

contract, it is necrot~ry to hAove portrers:, ‘he weriz in the relctionshiyp,.
On the Soviet side, u already noted, tie wepts arc re for .pn-trade
organizations, ine allewiicn cornorations. Iu order to carry out the commite
menls entered into under contrac’ @, (rey make wide uze of the technical and
productive capacity of the =conomic orcenizations, with which they have smooth
workinge r2lationc.

The developing country which 1o inc 3ovict Unicn's partner in co-operation
should accordingly have itc owm organizutions, companies or fiimc having the
necessary industrial capacity and cadres of specialirts and workera to carry
out the work required umder the production econtrant or the subeoniract.

Such partnere con be Jlate organizations and companies (from the Soviet
corporationst? standpoint this is prefert;ble), mixcd {irms or private ones.

36, The question arises whether the developins countries have firms
which are capable of producing industrial oods for cxport 1o the markets of
the developod countries. Documeniu and publication: put out on thic question,
inciuding those publiched by INID0, topgerther with the authorts pertonal
observations, comvirce hir taat these countries alrrady have a conaiderable
number of enternrises with the tochnical emiipmert nd experience to produce
goods of a quality which meets the necensary recuiremerta (as yet there are
nostly concumer geocin). Many of these entcrprises, however, are either
branches of {oreimn firme, or mixed companie: in which the toreirm [irms have
& ghare and which werk under contracts and cubcontracts -rith +hem,

Ag far ac national wnauctrial fimms are concermed, thev ofter either do
not have the necescary facilities or the coust of production is too high and
their output is rod competitive. Henee it 1o no casy matter to aelect
national firms 2s parinerz for 3cviet orranivelions omder contractu for
the production of goodx for expory to the USUE. Sialar difficultics arise
in the selection 0% a reriner ar subcontractor. iin tecnrical canacity and
experience wili, afrer ali, determine the rocults of the cukcontracting

arranrement, and may affect co-cp-ration Vrtween ‘he conniries oo a whole,
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Soviel foreimmier made op ordoalion. ore Fal’ s artased inoavsisting that goods
rrodunee Lo therr oo e Toen T cypme e boomaet vhe Dinte gt endards and
teorpioe] apeciticctiowr i fepee v the i, .f ~ve o rot, some suods
intended Tor 1o 3 mroGLoL LY {spaen parie, Tor exanpie) cuwmot be uved ab
1Y, while etuer onun ficu - hold apptiance., Tor exormle) roquire zdaitional

cepepdiiure on o shoeni g madr s enan o,

ALY ihiw shovs “he reod te ectunialh 14 peeersery tecimical, organiza-
+ional aad proiduction rre-copditican ihe drualoning rountries for the

»

dovelopment o relation: bLased on procisiion contracty and cubcontracte.
Tho Seviel orgeniuntien: can, we policwve, waderiatie to delivar the neceguary
equipmont ad row meteriales Tor thene puvpoves an commerciel terms, to supply
technical @ocumentalior and o supnly information on the reguirements set

for output by Soviet Mate olanlarde pnd Lechnieal apecificationc,

¥, The succes: af Lhe work done Ly uny virticuler firm in a developing
country under o productlen contrac or o mteontirast depends to a larve
extenl or the trainin~ sud axperdaee of ihe wngineerinr, technical rnd
administrative vercomnel wad the axill ot the workers, Fven when prodaction
capreity exird., theo 2o what Yargelr deierrines “he qrality of the output
Ml Wwork ang the amsiait ol tine taten.  The aboenes or anortage of qualilied
engineerny, techniond +Rd nther persomel i the duveloping crantrieal
own orgapisation. and Cirwg fuoore of dhe ressens neldivg dp the further
developmen’. ot comtristual wnd abeomtracinet relations betweer ‘hem and

Soviel organizatioe.,

In these eircunssancer, @ rporiznt acnr o ol preparing for w-operation
in the form o1 prcduction coniract”™ @ “ubcnire-ting would be o substantial
iperoase in the trodaings of natiomel cpecial vt wn the UTSR, an’ also in
their own covniiier vith ike sl ctance of womiet irotractors, given the
exiztonce of “he neccirary ~Medtional rstllution: end cemtrea. When citisens
of the develsning countries (rewsilinie, u.oudents and werkers) study ir tre
USSR, WBey mt oont set vecstiear’ tralting o7 ¢ ik stardard, bub alco

become Tariliar with Joviet ¢ vmivmen® ond Cochnical srerifications, which ic

of conaideratle irsintw o o them iy yneir Diluve york for nationil organizstion:s

-

and Cipmo oagi ne A atbiiosy Lod o oubeontiaciore o co-opoPative arrangements
tith Soviet oraarialien.

i
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a1 Sov et corclal oo Yo otalr o Yot w0 1 i et e to Toen)
nersonnel, and thi: in -nootam oo b ol b ooy e mamler ol nntional

gpecialist (enpanecss and adinvay wrad 0y vho o soke Y gemoeiver vesponsible
for the wmaneysonent o proaustior ar ¢ anvisuel op anl e atly operations,
Tha eonsorce et aleo e aentoar ol Lo the develo aant o) subesniracan:
encourages the devesopmerdt o rellxsterat ove arripgr ment te dhe Troter, in e
their turr, lead 4o un ircreass in ~he developir - counteiss? industeial
exporit, Thig iz mainly dus to the fuet thal en o col-torative Lasis it i
pogsible 1o crranize Lnn productiion ©f ~ouds wnieh ave of higher quality

i better euited 1o moder reculiementy, particulasiy those of the pariner
country, wnich in antercoted both an the production and an the sale of the

fronds

1y, Another necescarr coniition for *he develnpmant of proditeiion
sontract:s and of subcentracts, end one 27 cpee’nl iorortamece, in the existence
of an aconomic ivcentive, Nerther the Uoviet jorcigr~trade orpanicationn,
operating vy 1 profit-and-lom: Muaiz, nop theor foreiem anrtuors will want
to enter into such 'm ~arrarpomopt F 14 30 lews attweantive for them from the
economic standroint, ¥ the resoorcco one offorts S hey oypend wild! be less
aeffeclive ¢ Lthi. Yacis and poruhly reooawdd inoa less,

T+ should %e not-od in +hio cermexion thal .n eralanting the retum on
rapources and effart ouvolel ip co~coerstion with Joroiyn partners, woviet
organizstions do pot only ronsi.er tpeir own cormercial 'nterests as a
firm, but alse the intercits of the econor s wo - whole nd those of their

partners.

Production contraci: juarm tee that bolh rartucrs will beaefit becaute
they enzure rational expleitat.on of favourahle eonditions for the production
of various geosds in the developuis couririvs, wereacc the rate of wiilasation
of productive capacity and rajse employment. Jutsontiracting moures that
they Voth benefit mainly throush the wchievemeni o.” high progueticn indicato
in the executicn of overaiicn. ard other wory wnder e tubeontract. Tull
equality, a cormor ccoromic interert and mutuns support enzlle each of the
partners to apply ant wiilize the'r rescurces and <foits in 2 rationil manner
ir ovder 1o achinve theis sroductien sint and cemie thesr coameoreial intereaty,

tete to erxpand “heir scale of operstica and heace in: rease ther1 ir.come,



These norl poneral Dro-eomeiiiono, A mrtlinec cbove, determine 1m

larre measure Lne ovecrtunyiac. Jre the rarther cevelopaond of ro-operation
vedwern soviel orgar dnntion: and firas in Lo developing countrics on the
basio of vreduetion conwracts and Lub omiractinge in the rop.truction of
industrizl and elher prosect.. Ir aaarsicn, there mey oo vpecial factnoru
conutitutirs p banie fer misuiing the corvices oy JiTm An particular
developing countries, e . wide seperienc: in tie construetion nf instailationd
from seme particular loc ] tuildinge material or in the uce of primitive

macidnery ip comstruction vhen the diupaten oi larmc conuiruction machinery 1o

not economicaliy nutitied,

A0, (n 4ihe hanir of the targets oot in the fijve-yoar plan for 1:71=1975
for fmller satinfaction of the prewing  mend lor goous by the USSR economy
and populaiion, recent tremi: ir Wha pattern of Soviet Laports and the developing
countries? provosals for ihe ajverss fieation of their exports, it con be
ascumed that 1he veiame of roods purchased Ty Sevict foreism-trade organiza~
tions in develomins ccumdrics on ine basis nf production contracte will
increaue conziderebly. In uhdition to cotion, ¢l and woollen fabrics,
footwear, clothin’ ana kritwear, il wouid veen that orders cen be placed for
mich foods a: rolled o' ew) nroducts and pipes, uhare parts for tractors and
motor care, inner ard oul r tubes fou melor Card, non-ferrous netals end
products made from 'hem, serumilate s, refriseratory conditicners and other
householis appliances, lot-capseitly ol ectric metors, oleetric lighting apparatus,
saritary engineerines preducty, Oumitvre, tina :a mont, tinned “yuit and
juices, and varicut lootrer producis,  In determining ine seiuzl 1iet of poods
whone nroduction in to he entructed tc fiam. 1 developing comiriet, special
attention will of seource te cover %0 labour-intensive gooda, i.e. thoze whose
production require: o eroal expenditure oi Jatour, which at tre present stage
ic in the intc eoio of loth il develoddng countries and the U.Sh. It goes
without saving that oni:; spods of Lhe reeeuuary cquality, meeting the demands
of the modern world mevict and the cperific requiresents for their use in the
US3R cen be the subject »f contract. fur the ~roduction ¢f good: for export
to ihe U33R.

41, Au rejards subeontracting 1 the const ruction of procects under
pgroements i'or econonic ond iecknical co-ojeration, corvidering the agreoments
and contracts thot hnve e concluded and the trends tht arc avident in this
fieid, 3t would naem thot i* the necegsary pre—condition:t exiui, such arrange-

monts C.Ou‘l,d Yo ont ored into and .}"\rejc}‘.q:d romonNCXION Wlth +he fzonstmction
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vary qenenains oo oo Darttoa b cornoreee, Lt g o ocnvene true
tpat subcontracting can. oni Lo Sronlement Lo fnsovd form n? co-operation
row adopted . the coprirustion © Coamdastrial o ferreceoer ond olher projecty
wWhich is baced om + divisicn of re.porcihi lity wiik rosard te vuprlies and
other matters betwoern tne supplier and the elient fiee geti € of ihis

report ).

Ale Congiderin, tho advant ¢ou of “he nabnont racting 1oy of en-operation,
and »t the same time 1he Tach tha' vomotseal evpurience of “t i@ limi' ed,
it yeems advisatle to fol’ow . poliey ol enlap (sning b ontroctual rela~
t4ons with the deveirping countries' rat.onui Tirn s pradually (.tage vy stage),
Bopinning with leid ~roni rated opersiior. md graduad iy moving on 1o thoue
which require rreatcr experience ad tenimical egquipnent, natjonal Tirms,
with adequate 2siistance from he governver’ organs and qualified apocinlisis
of the vupplier (contrusior), cm within o rolooively ohart ,eriod rubstantially
increa~e their srodustren caracing and arsusc the functiona of sutuvontractor
for a wide rame 6F doeration o4 va Yin Lnnree: ¢! rompiesity. Fractical
antivaty dirccted towarc® o specific puroose Lo W0y etfi  ient and reriable

way of forwimy a iody «f production wogkeT. .

A pood rramnle of thin iu ihe fynemianne ©F Soviet orcmpizntiont in the
sonstruciion of a 0il relipsr, o Asiab, PhicTib. m, kot owith, the Jmaet
organisa.iom: courd not Yird ooy cone ) apponiaction eavarle of carrying ot
operetionz on i iheortinciual WL, and they weie atl.med Lo bire We reor
individually. That, however, did rot prave o Loy, . They then 'praceer!ed
16 selont the moot cap-nle andg lyterste Lopeer ond set ur toaps under their
leadersh.p with whick tiy oreiuded ropd rest: fo1 cohe o oo paia for as a
whoie on the bari: o tisee roicr,  Bvew wethine b Wwonl Wells tome of theue
teams, havirg recoived traipane wdnng thior wo.o with tpe coviot apectaliobi,

then cet up their ow canll cenodmu Lo &ht proturhann cuntracting LM

apd started wortns ot olier Siteron L S FEE RPN
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whils madntainmy Lhe roynyed Yoot o7 cusi by G0 ane o dne aroat difficult prollems

in argAnicun co-uyeration Lesna or esliabmralica. Auy conesture frof the condi-
taens gereed upom Ty the poattoc freviiebls leads to cwrocennars expense and other
Tounan o7 ine other sitee  Acdd i sorpe By owtanictroiive orpons and btanks for
rationz1 flam. emiering it eolliboraiive arraneemer* o with 7oreign partners hau
therefare Lecon: = importent reciremont for ‘e develspment of tnin form of

co=oparat fon, *

Among the el ective means of promotine col abcration in nroduction are
favourahlc eridit Leems, all cinas o) excrptions Tron owions, currency and
finansial regulations wid avzieiacce in ectnbliching (coduction fTacilities,

44+ Since productior conirast wd calecontivactirs arrancencnts between
Soviet orpmization s ond firus iu tre ueveionirg condricr are ergonizeu within
the {rumewory of irtermovermmenteal ccmnerciel =rd sconomic ngrecmenus, the poscible
development of <hece wrrangomonis rhou'l orviovely L (ore i mind at the stage
of nemotiations on co-nierss iom ant the  wroure of goreenence awd contraste.
Eence whor seleetin, projects for comomnerataor, wu aoli® 1o 4¢ such epiteria as

the eountrydc bi1ity vy tepniy Tanke cew prtoein’ e Cros 410 omr resourcec, the

exiastence of a doueaiic rarket Jo1 the outuny oo at deamr ozt af 14, and the [
esonomic importince e profitab:iity of ithe a erprine, 4 ic aloo uccessary E
to take inte uccowit the posuit.lily of exportins oot vzt to 4he USCR, ineluding
deliveries pascd un srodustion cortracts wed cell-lorative arrangenents, and the
rosuibility ol miconiractls; vart 7 the weric Lo iwional Tirms in the developing

R

countries,

Accordingly, “n the ppoec.n of ecorumic wd techninal coe-operation, when
creeting plant paduct on caprcity and the ctlier material wnd technical elementc
of production nnd wher tieatning srecfalicte e workers, it 1. advicable to plan .

not only for mertving: donectic demand, bui oo for exnory, carticularls to the

country giving ascictance.  Tuwn oxprriaice guppgects fhe decirability of adopting
g lorm of com~oper:iicn owhir ke actic takrr vow will broaden tie bazi~ for

i

|



the Marther cevelarrent of rcecncTikion ta h

PO R

Cowure coc ALe wioption of auch

arrangements ac tho patiner countrics Lorsidor e newer mest cioc2)s te togir

particular condibiont cae cavavilities,

49« Wrile recoznade; ho yobents oo L0 woneractin arraements, it wourd
be wrong to irnore the Al fimlties ana obetecies 0 4he vay oo their developmoent.
Such Qitficulties are larysely due Lo ire gap totween Lhe todiodeal wnd technoloriculd
levels of preduction in :ndustrinlized and devaionirvg rountrinc and daiftewmres in
the organicztion of production mns markolinge & rercetgaunre cf’ ihe taechmical and
techmolegical ~ap ic voriations in unalienal stindards and 4tecknical npecificatiens,

which alse in tum hold up the devalopmeni a1 ubcomirocting,

An importont factor hindering 4he ad-ptiow 2f this ¥ind ¢f arrangement in
the fact that the developin. soanmtricst indust—=ial cipanitiy ir rttered over tenc
of thousend: of omall and mediwa-ri~zod enterpriies. The establishment and develop-
ment of subcontrictunl wnd collaberative velations with wuch o larpe number of
partners is far from on oasy mattere ‘The scatteored nature ol production alee
crestes additional difiticultics with rogard 2o the {low of pnods transpert in
toth directioni, Yiih the world markel In iis trerert ataie, when {or amy goods
supply cxoecds demapd, cpeciml importunce mtiaches Lo the nellen?s willingnecs and
ability o neck ot a2 purche-er {eldcut). When tha potential sailerc (erporters)
are scatte.ed nll over the cow tivy, *thic sepact becomon =il more of o problode

46 In the civoumstarces, there 3n a miite ehvicu need for developing
countriez ¢o have rationnl goveormmart ymen~ e nouspovermrmertal ergmizationn
(industria) assoriationc, cpamcern of conmarce, tod which will be responsible
for mseisting 4ha developmaut of leortracting, wilareratim wnd other arrenge-
ments for syownding snius~dal ccoert. an? comcneration a3 a wrale. Only such
organs md orgmirations cu seve o chuace of riccens an eurrvirng out such difficuid
taske ag identifyirs the poteatiai eapucity of roducers in developing cuntries
and bringing thow topether #ith poientinl cliert: in develaped coumtriens The
achievexent of pogiiive results an the developmant ol subcomtractin: arrengenertc
and collaborstion om the bosia of production watrects will dupend primarily on
the initiative and persistence of the deve'laping countries themoeivern, Thal does

not, of course, detract *rom 4he mole of the vevcloped couatries and intemaidonal
oerganizations, particularl, UNIDO, ‘n thic ianeitent maticr.
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Wnil use neald re sade o URLQCYS crmosiwe o fer aving developing
eount rinr practical ascisturc. n o cetting v, rprernseorally Lo tre State a.otor,
prodauetion, .onetuction wo assen 1y foms capantie o acting an partnors in
subeomt pact itg or procuctior owtracrs, e than opy stens spould te takon
to reach mgracnent viis the [t matienid vank ot ther irtammatonal
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48. With a v o= 1o the eallectior ~mi 7or e fistemonation of information
an the opporturnt. ot tant potectoal contrwmiers onme “mtortractors can offer
gna on the.r ceoire to make anr of thers cnooeiby to exned the output of aili]

.1

in uhieh poll vder sre ntepas &, it peemn dosirale to arganize with RINO
ascigtance the e ar rucliculaen of infommatien Pultetins and civeatorien,
which could + fictsilvdad thruen v.tooral roemneatadl ard nonsgrvernnantal
agencler, PFesuder sreononderae belweom UHIIL cne dhove opencier can also

provide importar winmettoe,
Au regaras the oxtonlonew oo irnirers Lortact s gtuwee:r nortracting
and wubcontractiny i, trat i, "ae awrthots esinter, pramarily the
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astist the procesn, ol o pa cralarie S o dne st v ar Cat oo
o naticnal ipstaitulions and Svgooowdtiont . e o our o Ao 1ot e ae e
the porrivilivy of vhe THIDO grorctar v exch v o onf ration oAt 1y witr

and Beleraes o

potential parney fame Wtk oo o ta e s e L e
pronote subnmatrertirg arvawenorin. R porttous wole can g ~hoed Lot
conhery ion ‘C,}" the varioun sepiraar FASIVEEM f‘.’,":;{_" Aeomp aness rer escornt ob s Vel

and ercialivts unner the WNIDD rrooTarae,

e The long-term ~uilcok o “he adoption o7 ghaert cart Ly arrsngemont
including producticn coatrecta, with Tim: o dne 3drvaloping countroen desonds
closely on trendrs S thoue counlrical industreial grovtl and the sucesuien
they achieve. Julcorntract n: sn its tum con o ake o o7 cction cond ritut Lo
to wmdustrial doveloomont and to raicir o the tachnoleriea’ and irechnical 1evel
of pruduction in developiny couatries. The growing .mpertanc~ o1 this kind
of inter~relatiorchip veera mile evident, The develonment of sulcontracting
arrangements thus opens un an additieonal channes) threush whieh the industrialived
courtries can give the developing cowtrics support o selvine thorr
industrialization nrobloma,

In eonclusien, 1t chiould e noted thal o preiles an rogpler, difficult
and many-sided as the develowment of swicortrastirg arrancemerds petween Tirusg
in develrped and developing cowatrier roquires a ctaomgtic formrehensive)
approach. Subglarti1:) roeults oon oonly b ach aved oa ties ares o7 unremitt ng
efformtc are mais by the develeni g comvivien thenoalves, v Lae gocaalint apd
indust malized dertern cougtize. 0 oy international organi.ationg. The
programma for the nromotior f vt coatravt ing wiaidertwen v (M0 can and
should ‘e an important element in tho overeall systen of measures Lo promote
the indwitrial development of {he vevoloping courdir r ond the steady

expangion of their tnoustriel expo:ti-.









