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Following the lima DNeclaration and Plan of Action on Industrial
Development and Co-operation, the 5Seventh Spwoiat ession of the finited
Nations General Assembly adopted a resolution recommending, inter alia,
the conducting of a joint study "making full use of the knowledge,
experience and capacity existing in the Imited Nations system of methods
and mechanisms for diversified financial and technical co-uperation
which are geared to the special and changing requirements of interna-
tional industrial co-operation as well as of a general set of guidelines
for bilateral industrial co-operation." (A/RES3362(5-VII), Section 'V,

para. 7)

International i1ndustrial co-operation today has become an i1mportant
factor in economic relations between countries, and 1t 1s becoming
increasingly comprehensive. (ne of 1ts romponents 1s industrial co-
operation between developing countries and the socialist countries of
Eastern Burope, which over the last two decades have emerged as important
partners of the developing countries. ‘'The rapid development of ro-operation
between the two groups has promoted the diversification of world economic
relations and 1t may now be considered one of the elements or vehicles for

building up the new i1nternational economic order.

The socialist countries of Eastern Furope belong to a socio-economic
system that is different from the systems of other countries. Consequently,
fostering their links with developing countries has called for new methods
of trade and co-operation, departing very often from the established world
trade transactions. Although industrial co-operation between the socialist
countries of FEastern Furope and developing countries is a comparatively new
phenomenon in international economic relations, the main trends of co-

operation have already been revealed. The following trends can be identified:

- Assistance in overcoming economic and industrial backwardness and
establishing an independent modern economy in developing countries so

that these countries can participate in the international division of

labour on a truly equal basis;




Fxpansion of the —cuntries’' cpportunitiee i\ uning the advantagen of

internationai divaision of ilabour derived from mutaaiiy bheneflici1al

trade and economy: and scientific te hnolopr ai @ o operation;

iradual formatior of a system of stabie e onom; iinkr between countries
with different levels of devei opment and different socio -econom

aystems, on the basis of a new international division of labour.

™ese Lrends indicate that the socialist ountries of Fastern
Furope support the aspirations of the developing ‘ountries to achieve and
strengthen their economi« independence, and they are tuily determined to
“entribute to the achievement of the goals ai1d down in the Declaration

on the ketablishment of a New Internationa! kconomi- twrder.

'aking this 1nto consideration the I[nternationa! centre for
Indust mi1al Studires of UNIDO has preparec with:in the framework of 1ts work
programme a study, the purpose of which is to provide basic 1nformation on
the main aspects of industrial <o -operation between Lhe socialist countries
of kastern Burope and developing countries. ‘The study concentrates mainly
on the organizational and institutional arrangements for i1ndustriai <o-
operation and 1ts financial and legal aspects. At the same time, the study
pays due attention to the factors influencing <o .cperati1on between the Lwo
groups of countries and to probiems arising in the —ourse of ~o-operation.
In accordance with the existing 1nstitutional structure of ro-operation,
the study proviies an analysi1s of multilatera! and bilateral mechanisms of
“o-operation, as well as of new trends i1n this field. Along with the
description of financial and legal arrangements, a apecial chapter 18
devoted to new forms and methods of ro—-operation, 1ncluding joint ventures
and tripartite co-operation. In another chapter, a description 18 given
of the methode and procedures used to identify mutual 1nterest and the

benefits of co-operation.

The study 1s based on findings published by s~holars from Fast
European socialist countries relating to economic and 1ndustrial co-
operation between socialist and developing countries, as well as on the
coatribution made by UNIDO consultants: Ir.5c.Bcon. L. Zevin (USSR),
M.A. Econ. B. Kwadniewski (Poland), M.A. Techn. E. Ivan (Hungary) and
a group of staff members of the Fconomic Institute of the Bul garian

Academy of Science.




Chapter 1

BAS1C FRATURYS OF CO-OPFRATION AND PACTORS INFLUTNCING INDUGTRIAL

CO-OPYRATION BITWYIN SOCIALIST AND DEVFLOPING COUNTH]™G

In recent years, oconomic and industrial co-operation between the
soci1alist rountries of “astern "urope and developing countries has been
ronsi irrably 1-tensi1fiei, and 1t has become one of the lynamic forces of
international co-operation. The economic and technological prerequisites
for 1ndustrial co-operation between the two groups of countrics are base|
on the ditferent levels of development and the composition of their
natural resources, which tend to make their economic structure mutually
complementary. An 1mportant role is also played by the difference 1n
industrial production conditions, by the different character of industrial
development, as well as by the appreciable differences in scientific and

technological potentials.

Mention should also be maide of the transition from import substitution
to export-oriented strategy in many developing countries and the increased
role of external factors i1n the economies of socialist states, as well as
the accelerated rate of developing outward economic ties as reflected in

the countries' long-term economic plans.

Since the expansion of industrial co-operation between developing andd
socialist countries is a relatively new phenomenon in international economic
relations, it is worth considering some of its features which are specific
to this type of co-operation. The most impor*ant feature of industrial
vo-operation between socialist and developing countries stems from the
system of public ownership and the centralized organization of industry in
socialist countries. Given the enhancement of industrial co-operation

with developing countries, it implies the following:

- The stability of the economic conditions in socialist countries ensures

to a large measure that national contacts in the domain of industrial

—— 1




co-operation will not be severed (or reduced 1n any way!owing to

a serious leterioration of the world economic situation;

~ The sy~tem of central economic planning permits an extensive
concentration of the 1nputs of specific 1niustrial sectors on the
implementation of mutually agreed tasks, whirn is coenducive, inter alia,

to the harmonization of 1ndustrial co-operation;

- The high rate of economic growth in the socialist countries puarantees
sales on domestic markets, and 1t 18 conducive to 1mports within the

framework of iniustrial co-operation;

- The considerable demand for a relatively wide range of semi-products
or compenents for the assembly of finished products, linked with a
high growth rate, creates dynamic conditions for complrementarity in

the domain of i1niustrial co-operation;

- The nationalization of the economy, which makes enterprises heavily
dependent upon the poli: v pursued by centralized administration, enables
those enterpriscs to »btain extensive economic and technical assistance

from the country's economic and institutional infrastructure;

- For understandable institutional reasons, socialist countrirs show
considerable realiness, and perhaps even greater skill, i1n establishing
industrial co-operation with state-owned economic units in Jdeveloping
countries, although this 1oes not exclude the possibility of co-operation

with private enterprises.

Closely linked with the character of the rconomies of socialist countriers
i8 another feature of industrial co-operation. Their main partner in co-
operation 18 the state-owned sector in the economies of developing countries.
The expansion and strengthening of the state sector, as historical experience
shows, provides these countries with an effective instrument in tackling
the main economic tasks and protecting the emerging national economy from
unfavourable external influences. The state sector allows the vee of

comprehensive planning elements and, most important of all, its devel opment




meets the interests, not of particular classes and strata, but of the

bulk of the population. This warrants the conclusion that in conditions
specif.. to the third world, development of the public sector i1s a key
social and economic prerequisite for the successful national development

of the former colonial and dependent countries.

A salient feature of industrial co-operation betweern developing
countries and members of the Council for Mutual Economic Assistancs (CMEA)
18 concentration on key industrial projects which, 1n manv countr:es,
form the basis of the modern 1industrial sector and permit the gradual
"transition to a large-scale 1industrial production. Concentration on
specific sectors tends to quicken the rate of industrial growth and
makes co-operation more effective because the establishment of groups
of related major enterprises 1n key sectors influences several areas
of the national economy simultaneously. This makes 1t possible to tackle
important national economic problems with minimum external assistance and
maximum use of internal resources, an approach that is in line with the

concept of self-reliance at the national and collective levels.

Industrial co-operation tetween the socialisy and developing countries
is comprehensive 1n character. It 18 an integral part of the system of
relations which comprise project design and research, the supply of equipment,
materials, spare parts and components, assistance in the 1nstallation and
maintenance of the equipment, the organization of production, and the training
of local personnel, as well as geological prospecting and exploration.
Industry occupies the leading place 1n this system of relations accounting
for 70 per cent (including energetics) of the total volume of the economic
and technical assistance provided 'sy the CMFA countries to the developing

states.

Co-operation between developing states and some of the CMFA countries
has recen.'v revealed an increafingly nroncunced trend towards assisting,
along with t.-2 construction nf individual industrial enterprises and industrial

infrastructure projects, in the building of large sectoral, and agro-industrial




romplexes. Given the further deepening of rxpansion of rorlationt, thils can
lead to ~o-operation in creating a rational structure for the whole national
economy of the partner country. Co-operation i1n the construction 5t 1ndustrial
complexes introduces rlements of comprehensive planning into the ieveloping
country's economy; 1t strengthens these clements and helps offset any 1m-
balances thut arise, When the development of a number of 1ndustries (s -7
ortinated within a complex, more effective use can be made of capital
investments, production capacities, and raw ani other mate-1als from the
stanipoint of the national economy as a whole. Industrial complexes stimulate
specialization and co-operation within the national economy, which is not

the case with the construction of large indiv dual enterprises which tend

to have "vertical' links with foreipn firme that have taken part in their
construction. Moreover, industria! compl>xes are able to assimilate better
foreign know-how und expertise and can themselves pursue research, 1esign

and development activities. If, on the other hand, co-operation is confined
to a single branch, hypertrophy of certain branches may result in a one-

sided specialization in the international divieion ol labour.

The expanding industrial co-operation between developing and socialist
countries and a gradual accumulation of experience has necessarily given
rise to the question of how to develop co-operation on a sound basis, ensuring
mutual benefits and with full account being taken of endowments and structural

implicaticns.

Though the elaboration of a long-term strategy of co-operation has now
started, certain principles and criteria constituted guidelines or a framework
for i1ndustrial co-operation in earlier stages. These general principles
and criteria are economically and pelitically motivated and prescribe,

for example:

- Fxclusion of exploitations from interrational economic relations;
- Frruality of partners, the avoidance of one-sided economic dependence,

and the exclusion of intervention into the partner's affairs;




- Support for countrirs fighting for their ecconomic and antuctrial
indepen irnce;

- Full respect for national sovereipgmty over the natural ant ialour
resources, and support for those governments antending to achiseve
national soverelenty;

- Priority for co-operation with, and assistance to, the stage anld
collective sectors, wherever possible;

- Assistance, according to the realistic capacities, to the feveiopment

of heavy industry as the backbone of 1niepenient icvelopment.,

These principles ar- rommonly shared by the socialist countries and are
in full consonance with the Jdemand for a new 1nternational econom - order.
Nevertheless and obviously enough, they cannot make up, but only puiie, a
concrete co-operation policy, which may have {1fferent forms in fifferent
socialist countries, nor can it mark out concrete d rections, fields and

proportions of co-operation strategy.

By their very nature and aim, these principles provide a general
framework for the concrete co-operation policy which is to be elaborated
by cach country concerned in detailed terms and according to 1ts on lowments.,
However, due consideration is also taken of specific problems, sxceptional

cases and possible contradictions arising in the practice of ro-operation,

For instance, the principle of assistance to the levelopment «f manu-
facturing industries is an obvious stand that has been correctly adopted
against the colonialist intermational division of labour. However, 1t leaver
some questions open: what sort of assistance 18 to be given, anfi, particilarly,
what type of industrialization, promoting thereby a mutually advantageeus
division of labcur, i8 to be developed? There questions again may rall for
somewhat different answers in individual cases, reflecting the industrial

structure and the nature of assistance capacities.



Since industrial co-operation between doveloping and socialiet countries
fors not 1evelop as an abstract scheme, but as a real process, 1t 18
influenced by many factors inherent in the conditirons of both socialist
ani developing countries, ant not 1..ast 1n the circumstances prevailling ar
the worl { econnmy of tre 197/0r, These factors mav play cither a positive

or negative role, but their influencse cannot be unicrestimated.

The steady and planned devielopment of the soci1alist countries! «conomies
the substantial state-owned sector 1n the economies of many of the
tevel oping countries, the olaboration, ani ever more succegsful ful filment,
of various economic plans and programmes in these countries - all thes- are
favourable factors 1n terms of the development of permanent long-term
industrial co-operation, co-ordinated with the prospective strategice
trends in economi~ policies 1n developing countries. The substantial
factor 1s that the i1ndustrial, scientific and tochnclogical potential of
*ast *uropean socialist countries permits participation in all forms of
industrial co-operation - from designing and provi iing technical assistance
to setting up complete plants on a turn-key basis, cstablishing joint
production units with deliveries of equipment and technology, as well as
arranging co-operative production to meet the mutual requirements and exports
to third countries. In this connexion, one shouli also mention the
financial soundness of socialist countries, since throughout the whole
history of relations with developing countries no socialist partner has gone

bankrupt.

Another influential factor is8 that in many cases the existing structures
are complementary, while industrial co-operation provia..s diversification
of the present economic relations and their enrichment in structure and
quantity. The current complementarity is based mostly on the system of
inter-sectoral linkage, and it is being diversified through the growth of
intra-sector links between the national economic complexes, which constitutes
industrial co-operation in its most advanced form. The fact that, in many
developing countries, the share of ihe industrial sector is growing favours
the expansion of relations based on specialization and complementarity.
Ultimately it accelerates the involvement of the countries®' economies in the
most dynamic and promising forms of the international division of labour ard

the respective formatioa of vertical industrial-cum-economic structures.

o
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ORGANIZATIONAL AND _NSTITUTIONAL STRUCTURE FOR INDUSTRIAL CO-OPERATION

The development of industrial co-operation between developing and
socialist countries has drawn increased attention to the respective
organizational forms and institutione for co-operation. The latter
constitute a reliable link between trade, economic, scientific and tech-
nical co-operation as well as the elements of co-ordinating the partners'
economic development plans. Both sides are beginning to regard their
relations as a comprehensive process, the components of which are
interlinked and interdependent. This approach calls for an improvement

of existing, and the creation of new, organizational forms of co—operation.

In general, the whole structure of industrial co-operation between
socialist and developing countries is based on combining bilateral and
multilateral aspects of co-operation. Historically, bilateral industrial
co—operation is the first organizational form of co—operation. At the
same time, economic and techrical factors which are active in the modern
world economy enhance the role of multilateral arrangements between
partners from the two groups of countries. It seems that over a com-
paratively long period of time bilateral and multilateral co—operation
schemes would develop in parallel, with the more rapid growth of the
latter taking place not at the expense of bilateral connexions, but as a
result of the extending of multilateral schemes to new projects, areas
and types of co-operation. The combination of bi- and multilateral
relations ensures maximum use of all the reserves of international co-
operation, offering the developing countries more effective control over
foreign economic links so a8 to weaken the negative factors operating
outside their national economies and to strike an optimal balance between
various forms of co-operation proceeding from the concrete conditions of

a particular country or group of countries.




Multilateral mechanisms for co—operation

Multilateral co-operation between the developing couniries and the
sccialist countrias of Eastern Burope started progressing at the
beginning of the 19708, along with the accumulation by both parties of
relevant experience in this field. Socialist couniries have been
acquiring the experience of multilateral co—operation in the course of
the implementation of the Comprehensive Programme for Socialist Economic
Integraticn. This experience has to a certain extent also benefited
the development of overall multilateral co-operation between developing

and socialist ccuntries.

In respect of multilateral industrial co-operation between the two
groups of cow.tries, it should be noted that it ~annot be developed by
applying the inetrumenis of multilateral relations that have been evolved
in market economies. Nor can such co-operation take shape all of its own;
the specific features of the social, economic and political set-up in the
two groups of countries and their position in the world economy prompt
the objective need to form a special institutional structure for this
purpose. To achieve these goals, the two sides need to carry out co-
ordinated and purposeful measures to adjust their economies to large-scale
multilateral actions and to improve the organizational and legal frame-
works of co-operation. An important part in the process would be partial
co-ordination of the national economic plans between the partners in
relation to problems of mutual concern. This co-ordination could cover
the identification of areas of multilateral co-operation, identification
of opportunities for joint projects 1n developing countries and the
identification of promising areas of industrial co-operation and

epecialigation.

The socialist countries have long been applying elements of a multi-
lateral approach to their industrial co-operation with the developing
states. The most widespread form has been the co-operation of organisations
from two or more socialist countries in the construction of a particular
industrial project in a developing country. Ry the mid-1970s, organisa-
tions from different CMEA countries were co—operating in the construction

of 30 projects in Egypt, 12 in Iraq, 13 in India, 15 in Guinea and several
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dozen enterprises in other developing countries.~ But multilateral links

were usually suspended once the projects were finished.

The situation, however, has changed substantially as the internatioral
sociali1st division of labour has been deepening, and more especially after
the Comprehensive Programme of Socialist Economic Integration was launched.
Concerted development of the socialist community by co-ordinating national
economic plans, broad i1nterstate specialisation and co~operation, and
Joint efforts 1in building up the projection and techno-scientific potential
have created a basis for multilateral foreign economic activity in
relations with developing countries. It should be stressed that the atuve
circumstances have created conditions for maintaining multilateral relations
“on a long-term basis and for spreading them increasingly tc the spheres of

production, science and technology.

Multilateral relations still occupy a relatively modest place 1n the
system of industrial co-operati n between the CMEA countries and developing
states, but judging from present trends, their role will increase. It
appears that a variety of parallel multilateral co-operation forms are now
in exi18tence between the two groups of countries. Some of them are based
predominantly on contracts of a temporary, short-term character, while
others presuppose long-term arrangements on co-operation with several CMEA
member countries, or the CMEA as a whole. It can be said that multilateral

co—-operation at present is shaped in the following forms:

(a) Co-operation of organizations of two or more socialist countries 1in
rendering economic and technical assistance to developing countries;

(b) Joint actions by organizations of socialist countries and developing
oountries in the markets of third countries;

(c) HEstablishment of special multilateral funds by CMEA member countries
with a view to stimulating trade, economic, technical and scientific
co-operation with developing countries;

(d) Arrangements between international economic organizations of socialist
countries and organizations and/or enterprises of developing countries;

(o) Agreements on multilateral co-operation between the Council for Mutual

Economic Assistance and the government of a developing non-member country.

1/ IBEC Information Bulletin, 1975, No. 18, pp. 9-10.




Since the socialist countries of Eastern Europe have already estab-

lished adequate organizational prerequisites for multilateral co-operation
within the framework of the CMEA, which includes Bulgaria, Czechoslovakia,
the German Democratic Republic, Hungary, Poland, Romania, the USSR as well
as Mongolia, Cuba and Viet Nam, the various forms of multilateral co-

operation between CMEA and non-member countries take on particular interest.

The terms governing co-operation between non-member states and the CMEA
are defined by the means of special agreements. Article XII of the CMEA
Charter enables the (ouncil to establish and maintain relations with various
countries and international crganizations, while the character and form of

these relations is determi.ieu by the CMEA subject to mutual understanding.

Chronologically, the earliest form of co-overation with non-member
countries was the latter's participation in the work of the CMEA bodies by
serding ooservers. Observer status offers these countries an opportunity to
watch the activities of the CMEA and ite bodies, to contribute to the
development of co-operation with member countries on a bilateral basis, and
to exchange economic information. Some developing countries (such as
Angola, Laos and Ethiopia) have availed themselves of this form of multi-

lateral relations and attended the sessions of the CMEA.

Effective forms of promoting industrial co-operation are agreemenis on
the participation of a non-member in the work of the CMEA bodies. Such an
agreement was concluded betwsen Yugoslavia and the CMEA in 1964. Yuguslavia
now takes part in the work of 20 CMEA bodies covering all major industries
(ferrous and non-ferrous metallurgy, engineering, oil, gas, the chemical
industry. electronics, power engineering, etc.) As of the end of 1975,
Yugoslavia took part in ten multilateral agreements on specialization and

co-operation among CMEA member countries.

The 19708 saw the emergence of a new form of multilateral relationship,
namely agreements on co-operation between CMEA and a non-member country.
T™is involved the creation of Co-operation Commissions which provided an
economic mechanism for realizing co-operation. The first agreement of this
kind was signed between the CMEA and Pinland in 1973.

That experience was then used in relations with developing countries.

In July 1975, & co-operation agreement was signed between the CMEA and



the Republic of Iraq, and in August of that year a similar agreement was

sigued with Mexico. A study of these agreements reveals that in the first
case they were to a large extent the result of established diversified
trade and production relations between the CMEA countries and Iraq which
were considerable 1in volume,l/while in the second case they were prompted
by the mutual desire to create conditions for the further improvement,
expansion and diversification of economic, scientific and technical co-
operation between the CMEA countries and Mexico on bi- and multilateral

bases.

The agreement with Irag stresses that its aim is the development of
multilateral co-operation between the partners in various fields of
economy, science and technology, with the main role played by the Joint
Commission of the representatives of the CMEA countries and Ira.q.-2-’/ The
Joint Commission makes recommendations and decisions by agreement with the
interested CMEA countries and Jrag, which are then implemented through the
signing of multilateral and bilateral agreements betweer them, their
governmental bodies, and organizations. The procedure adopted by the
Joint Commission is designed to make maximum use of the opportunities of
multilateral co-operation. Towards this end maintenance of contacts is
envisaged wit: the representatives of the CMEA bodies and international
organigations of the socialist countries which have contractual ties with
the CMEA by allowing these representatives to attend the meetings of the
Joint Commission at its invitation. Likewise, by mutual agreement, the
Joint Commission may be attended by oountries which take part in the work

of the CMEA bodies.

By mid-1975, more than 200 industrial enterprises and other pro jects
in Traq, constituting an important part of the public sector, had been
built or were in the process of construction with the participation of

socialist countries.

It ie notable that in formulating the functions of the Commission,

‘he agreement names priority areas in which the possibility of co—operation

1/ Economic Co-operation of the CMEA Countries, 1975, No. 4, pp. 102-103.
2/ Ibid.




- 12 -

ehould be studied. Theee are the oil and gae industry, chemicals
(incluvding petrochemicals), agriculture and foreign trade. The listing
of areas in which research is being conducted for further expansion of
co—operation shows that the sides have acquired a relatively good
knowledge of each other's economic realities in the course of bilateral
co-operation, and that they eispect the largest benefits to accrue from
the traneition to multilateral relations in the areas mentioned. Working
groups have beer. set up within the Commieeion's framework to implement
concrete projects and develop specific branchee of industry {for example
for geological prospecting, commercial drilling and equipping of o1l-
fields).

The agreement between the CMEA and Mexico has some specific features
etemming, among other things, from the fact that the linke between the
socialist countries of Europe and Mexico have not yet assumed a wide
scope, although both countries have displayed interest in expanding them.
It, therefore, emphasizee the need to create conditions for the
improvement and expansion of technical co-operation between the CMEA

countries and Mexico on both a bilateral and multilateral basie.

It pointe out that the main goal of the agreements is to eetablish
and promote multilateral co-operation. The tasks of the Commiseion are
also formulated in a eomewhat different manner. The Commission is to etudy
and analyze the possibilities of inteneifying multilateral co-operation in
euch fielde as the use of new technology, the expaneion of foreign trade,
and financial questione, as well as in those fielde in which joint enter-
prises can be set up, notably in industry, agriculture, mining and marine

transport.

At the 87th seseion of the CMEA Executive Committee (Septomber-
October 1978), the representatives of interested CMEA member countries, in
accordance with the request of Ethiopia, agreed upon the directions of their
multilateral co—operation with that country. They also exchanged information
on the economic and technical assistance rendered by them to Angola in
the development of farming. One can now witness the emergence of a nav
form of multilateral co—operation between CMEA member countries and a
developing state. No formal agreement on sultilateral co-operation is

concluded in these oases, but the co-ordination of the actions of
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CME: countries interested 1n rendering assistance to developing states
i8 ac.i1eved by using the existing mechanism of co-operation within the

organi.cational framework of the CMEA.

Cer ain opportunities for ths expansion of multilateral i1ndustrial
co-operat.on between the CMEA and the developing countries are opening up
as industrial co-operation 18 taking place within regional and subregional
organizaticus of the third world countries. Assistance 1n organizing
regional i1nidustrial projects helps to increase the volume of supplies of
equipment, nits and parts, and some types of materials to the developing
‘countries. Large enterprises of this xind are able tc use more modern
technology which tends toc lower production costs and improve the quality
%f projects. 'Te socialist countries can purchase part of their products.
Finally, the concentration of efforts to build large regional projects
rather than conutruct several small enterprises geared to the markets of
a single country saves resources both of the socialist and the developing
countries. '"Te socialist states have assisted the Andean countries in
creating several regional enterprises. Romania and Czechoslovakia, for
instance, have helped build mechanical engineering plants in Peru, much ot

whose output is expected to be exported tc .ther states of the Andean Group.

There are prospects for expanded relations between the CMEA countries
and the multilateral research and design organizations set up in the field
of industry in Asia, Africa and Latin America. ‘These prospects are gradually
being realised. For instance, the Hungarian firm KGV is an associate
member of the Laiin American Iron and Steel Institute, which undertakes
research in the co-rdination of the development of iron and steel industry
in that region. Since 1970, official relations have heen established
between the CNEA and the Industrial Development Centre for Arab States
(IDCAS). The CMEA has sent representat ves to two sessions of the
Conference on Industrial Development of the Arab States, and members of
the IDCAS Secretariat attended the meetings of the CMEA bodias dealing

with ferrous metallurgy and the chemical industry.




Bilateral mechanisms for co-operation

As previously mentioned, bilateral co-operation was the initial
organisational form of co-operation beiween deveioping and socialiet
countries. There 1e no doubt that its significance has since exrpanded

despite the emergence of multiiateral forms of co-operation.

Bilateral organisational and legal forms (f co-operation promote the
muitual adjustiment of national economic mechanises in countriee with different
levels of sconomic development, and ‘hey facilitate the comprehensive utili-
zation of internal and extarnal resources, thus making co-operation more
effective and sutually bemeficial. At the same time, this wechanism renders
1t possible to take into account the specific interests of the developing
countries in their trade and economic relations with the socialist countries
and to make these relatione an effective instrument i1n tackling key economic
problems facing the developing countries, particularly the building of

modern national industry.

At present, bilateral economic co-operation between eocialist and
developing countries 18 largely based on inter-governmental agreements on
economic, scientific and techmical co-—operation. The number of these agree-
ments is growing rapidly. The Soviet lhion, for example, had economic and
technical co—operation agreements with only two developing countries 1in
1954-55, with 51 countries in 1975, and 62 countries of the third world in
1977. In 1962, the CMEA countries had inter-governmental agreements on
economic, scientific and technological co-aperation with 34 developing
countries, while today they have such agreements with 78 Asian, \frican and

Latin American countries l/

For the planned economies of the socialist countries, where the State
is the subject of economic activity, long-term intergovernmental agreements
offer the most acceptable fore of co—operation. The determining factor in

the foreign economic tiet of CMEA countries is the state monopoly of foreign

1/ L.2. Zevin, Economic Co—operation of ..cialist and Developing Countries:
New Trends, Moscow, 1976, p. 44. Expansion of Trade and Economic
Relatione between Developing Countries and Socialist Coumtries of
Eastern Burope: Trends, Prospects and the Role of UNCTAD. UNCTAD
Seminar on Economic Co—operation between Socialiet and Developing
Countries, Budapest, March 1978, p. 6.




trade. The forms and methods of 1ts implementation in different CMEA

countries change at various stages of development. Ir the US3R, for
example, its main features are, first, direct control of foreign trade

and other foreign links through special bodies, and secondly, the establish-
ment of national organigations empowered to conduct trade and other
operations in foreign markets. The fovernment determines the range and
character of their activities, as well as their relations with suppliers,
producers and users of goods and services expuorted from and imported into

the USSR.

For the developing countries, the system of i1ntergovernmental agreements
takes on added importance because they set the pace for the restructuring
process; they contribute to the introduction of planning elements in the
national economies and make for the achievement of the besti balance between
the use of the internal and external development factors. The role of
intergovernmental agreements is also enhanced by the fact that key co-
operation projects are normally created in the state sector 1n the developing
countries. Within the framework of intergovernmental agreementis, 1t is
possible to tie 1n .ndustrial co-operation measures not only with current
but also with long-term plans of each of the partners and put industrial co-

operation on a stable and long-term basis.

The difference between the socialist and developing states as regards
the character of the economy, the level of development, the forms of owner-
ship, and the system of national economic management calls for joint
efforts in developing a set of measures, especially at the intergovernmental
level, to create favourable conditions for the development of mutually
beneficial forms of economic relations and the shaping of a corresponding
mechanism to implement them. Bilateral intergovernmental agreements on
economic, scientific and technical co-operation are key elements in this
mechanism, which enables the developing countries to use international
co-operation to tackle vital national tasks, to tap their domestic and
external reserves of economic growth, and to co-ordinate the flow of
technology from abroad, organisational and managerial expertise, and
scientific knowledge.

Bilateral intergovernmental agreements on economic, scientific and

technical co-opsration are concluded by the state bodies of the socialist
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countries with the corresponding governsent bodies in the third world
countries. In their preambles it is usually stated that the sgieements

are based upon the principies of equality, mutual benefit, reipect for
sovereignty and mutual non-interference. This 18 followed by an enumeration
of tne spheres of economic and technical co-operation (1ndustry, agriculture,
transport, etc.) The specific lists of projects and enterprises covered by
co—operation, as well as the volume of financial assistance are usually
Jetermined at a later stage, when the results of feasibility studies are
discussed. The agreements usually envisage the fulfilment by the organiza-
tion® of the socialist countriss of design work, supply of equipment snd
materials (except those that can be produced locally) and tecnnical assistance
in the construction and i1nstallation of equipment as well as the provision of‘
experts and skilled workers to co-operation projects, the training of
personnel locally as well as at educational inetitutions and enterprises 1in
the socialist countries. Intergovernmental agreements may also include
articles on terms of payment for technical and econcmic assistance and

provisions on methods of realising the co—operation measures envisaged.

Along wi*h i1ntergovernmental agreements on economic and technical co-
operation of a general nature, the CMEA countries also sign agreements on
assistance 1n tne realization of individual large projects and on the
development of certain industrial sectors. For example, in 1975 the USSP
and Nigeria signed an intergovernmental agreement on Soviet assistance in
the construction of a steel plant in Ajaokuta. Under the agreement the
Soviet Union renders technical assistance in the construction of the plant,
the preparation of the draft contract and working drawings, specifications
for the supply of equipment, as well as the completion of all construction
work at the site of the future plant; it also supplies the equipment and
materials,and supervises the assembly and installation of the equipment and
trains Nigerian personnel in both Nigeria and the USSR. There are also
effective intergovernmental agreements with some other developing countries

g on the provision of experts to render technical services to co—operation
pro jects and on co-operation in such aspects as the training of personnel,

geological prospecting, and designing.

The general guidelines of the intergovernmental agreements are usually

eatablished in contracts signed between trade and industriasl associations of
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the socialist countries with corresponding organizations in the partner
countries. In the USSR the organisations in charge of direct contacts

with forsign customers on matters rslating to the transfer of Soviet
machinery and technology are called All-Umion ABsociations. Thus, ons of
these associations supplies equipment for drilling, hoisting and transpor-
tation, iron-smelting, steel-waking, foundry, roliling, oil production,
nining and prospecting operation. Another Association renders technical
assistance in the construction of iron and stsel plante. Ths work involved
in the development of the Northern Rumeila oilfield in Iraq, for instance,
was carried out unaer a contract with the Soviet Union's Machinoexport.

The major steel plarts in India (Hhilai and Bokaro), the metallurgical plant
in Isfahan, which produces 90 per cent of Iran's stsel output, and the com-
plexes in Algeria, Nigeria and Turkey were all built with Soviet assistance

under contracts with Tiazhproaexport.l/ These associations havs the status

of a juridical person and are liable to their partners in the USSR and abroad.

In the Buropean CMEA countries, contracts on particular projects in
pursuance of intergovsrnmental agreements on economic and technical co-
operation are also as a rule concluded by foreign trade enterprises (PTEs)
(a8 in Czechoslovakia, the CDR and Hungary), associations (Poland) and
firms (Romania). The links which these organizatione have with national
industrial enterprises vary from one CMEA country to another. In Czechoslo-
vakia, for example, a number of FPTEs are included within large production
entities; in the CDR, joint activity between industrial enterprises and
the FTE is co-ordinated by special agreements. Whereas in Hungary both
forms exist, in Romania most foreign trading firme are under sectoral
ministries, whils the Ministry for Foreign Trade is vested with grsater
responsibility for the country's foreign trade policy. In most cases, the
foreign trade organiszations are apecislized, dealing with technical and
economic assistance in certain branches of industry and agriculturs. For
example, Csmechoslovakia's Skodasxport and the GDR's Investexport designed
and supplied rolling mills for metallurgical plants in Iran, Algeria and
Turkey directly or under subcontracts; Skodaexport also dealt with assistance

in the contruction of power projects.

Contracte on specific projects are signed either with respective

ministries or with some other authorized government organization or directly

1/ FPoreign Trade, 1977, No. 8, p. 19.




with a firm 1n the partner country. For example, a contract for the turn-

key construction of a 6 milliun ton per year oil refinery in Banias

(Syria) was signed by the Fomanian firm [njustrialexport and the Ministry

of 0il and Mineral Resources of Syria in 1974. A contract for the supply
and assembly of rice dryers ard rice mills to Iraq was recently signed
between the (DR foreign trade enterprise Transportmaschinen and the
government grain organization of Irag. A contract for the building of a

hydrogen peroxide plant in Turkey was signed between the Soviet Neftekhi-

mexport and the Turkish company Etibank.

Agreements at the firm level are most commonly concluded with enterprises
in the state sector, but the foreign trade organizations of the socialist
countries also co-operate with private companies 1in developing countries,

subject to the concurrence of their 'iovernments.

The expanded volume of trade and industrial co-operation in the 19708
produced a new organizational form: intergovernmental commissions for
economic, scientific and technical co-operation. Today these commissions
play an important role in stimulating various forms of economic,
scientific and technical contacts, including industrial co-operation, between
the CMEA and the developing countries. They are set up by socialist and
developing states on the basis of intergovernmental agreements and are headed
by responsible officials (usually deputy heads of the Government or ministers
of the countries concerned). Joint commissions analyze the state of co-
operation between the partner countries, study the main problems -t 1ts develop-
ment, work out measures to be taken by both sides to stimulate trade, economic,
production and scientific and technical linke, co-ordinate the actions of the
partner countries and deal with practical matters arising in the course of

co-operation.

In some cases joint intergovernmental commissions are set up for co-
operation in individual sectors of industry, although such commissions are
still few in number.l/ln order to work out concrete co—operation problems in
detail, the commissions form working groups, sections and sub-commissions, whose
members include major experts from planning, foreign trade and sectoral industrial
bodies. For example, the industrial co-operation working group of the joint
GDR-Syria commission deals with co-operation in electric power engineering

and the construction of dement plants in Syria. This type of structure makes

l/ Sometimes, as in Hungary for instance, these commissions constitute the
subsidiary bodies to the Intergovernmental Committees.
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1t possible toc take 1nto account more accurately the interests of both
sides and to agree on measures at the national and sectoral levels, and 1t
tends to create a climate favourable to carrying out concrete co-operation

measures.

There is another area in which the management and planning of economic
links between the CMEA and developing countiries can be stream.ined by
means of direct contacts at various levels between ministries, departments
and other government bodies, production, scientific and technical and trade

organizations of the partner countries.

Co-operation at the ministerial and departmental level usually proceeds
on the basis of individual agreements concluded under an intergovernmental
“agreement on co-operation between the partner countries. Thus, the German
Democratic Republic Ministry of Electric Power Engineering and Electronics
and the State FKlectrical Company of Syria concluded an agreement on measures
aimed at developing long-term co—operation in the electrification of the

Syrian Arab Republic.

In the Soviet lUhion industrial ministries are now responsible not only
for the building of the corresponding enterprises in the developing countries
under intergovernmental agreements,but also for organizing industrial co-
operation, the supply of spare parts and maintenance of machinery and equipment
delivered abroad. In discharging these duties, the ministries can sign
inter—deparimental agreements with departments in other countries. As the
concentration of production is proceeding apace in the Soviet Union, all-
union and republican industrial associat.ions are set up which have the
right to sign bilateral and multilateral agreements on specialization and
co—operation with foreign enterprises. Similar developments are taking place

in the other CMEA countries.

Some headway has been made in co-operation between the industrial
enterprises of the socialist and developing countries. Major industrial
enterprises of the CMEA countries (in the USSR these are usually the
spearhead enterprises of particular industrial sectors) assist corresponding
enterprises in the developing countries in organizing production, launching
technological processes, supplying components, fittings and helping to train
personnel. Co-operation with Indian enterprises over many years has provided

good examples in this respect. They include the co-operation between the

Soviet Uralmash plant and the heavy machine building plant in Ranchi, the
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lenin Komsomol Machine Building Plant (Ukraine) and the mining equipment
plant in Durgapur, the leningrad amalgamation Electrosila and the heavy
electrical equipment plant in Hardwar, the Lvovpribor plant in the USSR and
the precision instruments plant in Kota. All these enterprises have veen
built with Soviet assistance. with co—operation continuing now after these

projects have been put into operation.

A number of agreements exist between scientific, design and research
organizations of the CMEA and the developing states. For example, several
years ago an agreement was signed between the Indian firm Mekon, a branch
of the Steel mard of India, and the Soviet Gipromez Institute on co-operation
in designing a metallurgical plant in Bokaro and on consultations during its
construction.l" In view of the growing interest of the developing countries
in receiving modern technology, direct contacts between research and design
organizations of the socialist and developing states may become an effective

channel for expanding industrial co-operation.

With the volume of co-operation growing, the number of agreements signed
at different levels is ircreasing rapidly. Whereas in 1974 the CMEA and
developing countries signed 180 various agreements on economic, scientific and

technical co-operation, the number of such agreements .n 1976 amounted to 260.2/

Relations at the government level have been the key factor in shaping the
economic mechinism of industrial co-operation between the CMEA and the
developing countries. Intergovernmental relations are likely to preserve this
role in the future, although experience has showr (in durgary, for example!
that industrial co-operation may develop successfully at the enterprise

or association level.

The problem therefore is to gtri® in each case an optimal balance
between various forms of co-operation and the various legal and organiza-

tional levels from which it proceeds.

In the CMEA countries this problem is being solved in different ways

depending on the peculiarities of the institutional structure for economio control

1/ Economic and Political Weekly, New Delhi, 1977, No. 20, p. 8.
2/ Poreign Trade, 1977, No. 4, p. 6.




- 21 -

and foreign economic relations. O(ne can refer to a number of examples

illustrating the approacn to this problem in Bulgaria, Hungary and Poland.

Bulgaria

In this country, the keystone to bilateral industrial co-operation 18
the Commission for Economic Scientific and Technological Co-operation (KINTS).
This is one of the bodies of the Council of Ministers headed by the Deputy
Prime Minister. Its members are the ministers - heads of the main sectoral

ministries and establishments such as the State Planning Committee, the

Ministry of Finance, the Ministry of Foreign Trade, the Bulgarian National

Bank, the Committee for Science and Technical Progress, etc. The Commission
,has a permanent Secretariat. KINTS is involved in the supervision, co-
ordiration and control of Bulgarian policy in the field of foreign economic,
scientific and technical co—operation with the other couniries and interna-
tional organizations. It makes decisions that are binding on the ministries,

organizations, and other authorities carrying out foreign economic activities.
The Commission has the following specific rights and commitments:

- To elaborate on the matters pertaining to economic, scientific and
technical co-operation and to prepare documentis and waterials for top-

level meetings;

- To submit to the Council of Ministers reports on ths results of the CMEA
sessions and its Executive Committee with proposals for decisions of the

Council of Ministers and for the discharge of these .lecisions;

- To consider the position of the Bulgarian delegations in diilerent inter-
national organizations, bilateral commissions and committees for

economic, scientific and technical co-operation;

- To supervise and co—ordinate the activities of the ministries and the
other establishments as regards technical assistance to the developing

countries;

- To make arrangements for surveying and examining the results of economic,
scientific and technical co—operation within the framework of international

organizations.
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The ministriee, the establishments and the organizations involved in
foreign economic activities in their different forms are obliged to co-

ordinate their activities with KINTS.

Bilateral economic relations with different developing countries are
regulated through intergovernmental agreements and other arrange~ents,
signed by respective ministries and contracting parties. As a rule such
agreements on the part of Bulgaria are signed by the Minister of Foreign
Trade, but occasionally mey be signed by other top o°ficiale such as the
Minister of Nechanical Engjaeering, the Minister of .griculture and Food
Industry, the Minister of Chemical Industry, and the Minister of Metallurgy

and Mineral Resources.

Over the past decade, a suitable solution for the development of the
economic relations aid industrial co-operation has been found through the
establishment of bilaivsral joint committees (more than 20 in number) for
ecnnomic, ecientific and techmical co-operation with the developing
countries - the main partners being from Asia, Africa and Latin America.
Co-chairmen of these bilateral joint committeess are usually ministers
(including the deputy-chairmem), which permits the discharge of the commit-
ments undertaken in the most reliable and responsible manner by both the
Government of Bulgaria and the Govermment of the respective developing

country.

These intergovernmental committees make a comprehensive analyseis of the
situation of the economic relations, the implementation of the different
arrangements, and commit the various economic organisations and enterprises
to establish contacts, to investigmte epecific possibilities for co-operation,
to agree on setting up ecomomic relations, and to sign industrial co-
operation contracts. They thus create the necessary specific facilitiee and
guarantees for the most efficient, timely and proper guidance for the imple-
mentation of the intergovernmental agreements with respective developing

countriee.

Such intergovernmental committees for economic, scientific and technical
co-operation are already established with Algeria, Angola, Congo, Cyprus,
Ethiopia, Cuinea, India, Iran, Iraq, Libya, Morocco, Nigeria, Peru, Syria,
Tanzania, Tunisia, Turkey, Democratic Yemen and other developing countries.
The Committees exert substantial influence on the efficient and profitable




development of bilateral co-—operation between Bulgaria and these developing

countries.

How do the joint intergovernmental committees work in fulfilling the
long-term agreements? What is the procedure for elaborating and implementing

the specific contracts?

The activities of the bilateral committees for economic, scientific
and technical co-operation are defined by the intergovernmental long-term
agreements, in which the fields of eventual co-operation, the forms which
may be used, and the objectives are established. In practice, these
agreements are prepared jointly with the representatives of a developing
country. Bach side worke out the draft and sends it to its partner for
consideration. At a later stage, these drafts are discussed by the
delegations of the two countries, which work out a mutually accepta’.e text,

"whereafter the agreement is submitted for signature. It has to be ratified
by the parliaments or the governments of the two countries, depending on

current practice.

At the annual sessions of the bilateral committees for economic,
scientific and technical co-operation, those fields and specific projects
are identified, the realization of which may be agreed upon by the economic
organizations and companies of the two countries. In order to speed up
the implementation of the specific items, a schedule is usually fixed for

corciuding the contacte and agreeing upon the outlined co-operation.

In order to attain more efficiency in the work of the bilateral
committiees and a better realisation of the intended co-operation, the
regular sessions of the committee review the implementation of the protococl
adopted by the previous sessions. Furthermore, some committees have
established a practice of holding periodic inter—session meetings (every
8ix to seven months) between representatives of the delegations of the two
countries (two to four persons on each side) at which the fulfilment of the

F arrangements made at the previous session of the bilateral committee is
reviewed. This enables both sides to exercise constant control. The
bilateral committee is entitled to ask the economic organizations and
companies to report on the implementation of the joint projects entrusted
to them. Bach partner is entitled to check the fulfilment of the obliga-

tions of a given economic organiszation on its territory.
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On the basis of ths arrangements adopted, the economic organizations
of Bulgaria and the partner country establish contact and commence
discussions on the specific projects for industrial co-operation. Usually
the Bulgarian economic organizations and companies carry out general
investigations of the identified projects either on the spot, or on the
basis of relevant data provided by the respective companies in the partner
country. The latter is usually in answer to questions raised by the
Bulgarian organisation. On the one hand, these preliminary studies enable
the partners to establish the practicability of the intended co-operation
and, on the other hand, a foundation may be laid for agreeing on the general
conditions of co-operation. In a number of cases, thase studies protect .
the developing countries from hasty and unprofitable projects, and from

unnecessary foreign currency expenses.

Bulgarian delegations to the joint committsss have a permanent compo-
sition which comprises deputy ministers of the main economic ministries,
directors general (or thsir assistants) of economic corporations and foreign
trade organizations, experts on planning, financing, banking and credit
matters, science and technology, civil engineering, staff training,
establishing industria. co—opsration and other forms of co-operation. The
scope of activities of these and other Bulgarian economic organisations
covers almost all branches of the sconomy. Similar economic corporations
and complexes incorporate individual production and commercial enterprises
and actually carry out all the production and marketing operations in a

Ziven economic sector.

Rungary

In Bungary responsibility for intermational co-operation rests with
ths Committee for Intermational Economic Relations, which has government
Ministers as its members and is presided over by one of the Deputy Prime
Ministers. By virtue of its decree No. 42/1967, the Committee has regulated
some of the questions of international co-operation and production co-operation,
leaving much to the independent initiative of the companies. An Inter-
ministerial Committee for Co-operation was set up under the guidance of the
Minister of PForeign Trade, in which the National Planning Office, the National
Committee for Technical Development, the MNMinistry of Netallurgy and Machine
Industry, the Ministry of Finance and the Hungarian National Bank are also
represented. The principal task of this Committee is to emcourage initiatives,
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to ensure co-ordination according to the national economic plan, and to
provide gensral guidance. The National Committee for Technical Development,
the National Planning Office and the ministries in charge of the different
branches of the national economy work out the various forms of inter-firm

co—operation.

In order to assist companies in exploring the possibilities for co-
operation and make the necessary arrangements, a number of agencies have
been set up, but their existence does not exclude other companies from taking
the initiative on their own. These agencies are commissioned by Hungarian
epterprises to seek partners for the solution of specific tasks, or they are
commissioned by foreign companies to seek Hungarian enterprises, who can help
in the establishment of contracts or provide consultancy services. Another

important task is the organization of the "home background” since, because of

. the specialization established in Hungary, the involvement of several

Hungarian enterprises often becomes necessary.

In Hungary, as well as in other socialist countries, the Government
plays an important role in initiating and supporting industrial co-operation
through international agreements for economic and industrial co-operation with
individual developing countries. These agreements define the general principles
for international economic relations, the particular fields of co-operationm,

and the measures needed from the governments in support of such activities.

It is advisable that such agreements include such items as the identi-
fication of projects of common interest, the exchange of technological
information, licences and know-how, visits of technical and commercial
experts to both countries to familiarize themselves with prevailing conditionms,
and the possible establishment of joint veniures in third countries. Recog-
nition of the principle of mutual benefit and equitable treatment is an
important issue in bilateral agreements, as well as the firm support for the

soveraignty of the countries concerned.

The bilateral agreements between Hungary and the developing countries
aim at the promotion of a mutually advantageous division of labour and
endeavour to create a stable market for the products of the enterprises of
both parties as well as a continuous supply of products important to any partner,
thereby establishing a firm basis for the medium- and long-term economic
plans in Hungary, sirengthening the public sector and promoting the develop-
ment of the planning system in the developing countries.
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Some of these agreements provide for joint committees. These
normally convene once or twice a year to review the implementation of the
agreement and to take any measures needed to overcome difficulties facing
the parties. The joint committees are chaired by high ranking government
officials - sometimes deputy ministers - and all the interested institutions
are represented in order to provide the necessary information and to
execute the decisions as quickly as possible. The co-chairmen may decide
on the creation of subcommittees, ad hoc groups or other subsidiary bodies
entrusted with specific tasks closely related to the intergovernmental

agreement.

The Hungarian Chamber of Commerce constitutes part of the institutional
structure to promote industrial co-operation. The Chamber enters into agree-
ments and regularly sends several delegations to the developing countries in
order to explore the possibilities in the field of industrial co-operation,
to promote existing initiatives and to make proposals for the establishment
of new co-operation deals. Members of these delegations are mostly technical
and commercial experts, who, thanks to their professional knowledge, are
capable of solving such tasks. Government officials in charge of co-ordinating
enterprise initiatives with national interests also participate in these
delegations. At the same time, the Hungarian Chamber of Commerce is respon-
sible for the reception of delegations from developing countries. For the
latter, it organizes comprehensive programmes to acquaint specialists from
the developing countries with the Hungarian industry, foreign trade,
financial and planning systems, so as to be able to elaborate new proposals

which promote the establishment of lasting co-operation between enterprises.

In order to promote industrial co-operation, the Chamber of Commerce
provides other services to enterprises, such as the publication of various

periodicals (Marketigg in Hungary, New Hungarian Exporter, Hungarian Imports)

in several languages, the elaboration of studies related to industrial co-
operation, and the search and contacting of pariners for co-operationm,

in which the framework supplied by UNIDO is also used.

In this connexion, mention should be made of the usefulness of sectoral
meetings organized by the Chamber of Commerce together with UNIDO, such as
that in the fields of instrument production in 1975, pharmaceuticals in 1976,

and telecommunications in 1977, as well as the forum organized for the

—— ...
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Chairmen of Afro-Asian Chambers of Commerce in 1977. The latter meeting
was attended by several leading executives of enterprises and institutions
from Hungary and the developing countries, and provided an opportunity to
launch more 1nitiatives relating to industrial co-operation. UNIDO also
promoted the meeting between the African and Asian Chambers of Commerce on
the occasion of the 1978 Budapest International Fair. All these projects
proved to be useful and contributed to the strengthening of industrial-

economic relations between Hungary and the developing countries.

Poland

t

Over the past decade, economic co-operation between Poland and the
developing countries has undergone an important, qualitative transformation.
As the economic potential of Poland the developing countries has been increasing,

various kinde of industrial, technical and scientific co-operation have been

‘gaining in importance. The issue has become more complex, so that the simple

declaration of intentions and general outlines and principles included in
the trade and payment agreements proved insufficient. Thus, it became
necessary to create a suitable institutional basis determining the scope and
conditions of such co-operation. As in the other socialist countries, long-
term intergovernmental agreements pertaining to industrial and technical
co-operation are becoming the backbone of the whole system. As a rule, it

is stated in the agreements that the contracting parties will:

- Grant the necessary facilities for the repatriation of invested capital,

profits, interest and other payments;

- Permit the competent banking institutions of both countries to establish

close financial co-operation;

- Determine that all currvent paymerts resulting from the execution of any
project set up under this agreement shall be effected in accordance with
the provisions of the trade agreement or payment agreement valid between

the two contracting parties at the relevant time;

- Appoint a joint commission at governmental level to supervise the
implementation of the agreement and to undertake relevant decisions in

all matters connected with its realigation;

- Determine the validity of the agreement and indicate for what periods the
validity can be automatically prolonged.
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In 1977 Poland was already co-operating with /20 developing ~ountries
on the basis of the bilateral, intergovernmental agreements on economic

and technical co-operation.

The transformation of the economic relations from a simple turnover of
traditional goods to multi-modal economic, 1ndustrial and technical co-
operation between Poland and the developing countries has become a lasting
process in bileteral co—operation. The growing volume and diversification of
trade has res' ited in different forms of 1industrial co-operation. ‘Therefore,
there is a tendency to treat economic relations between Poland and developing
countries 1n a comprehensive manner, and 1t may be expected that long-term
intergovernmental agreements on the development of diversified economic

relations will play a still greater role in the future.

In order to secure proper implementation of intergovernmental agreements
on trade as well as on economic, i1ndustrial and technical co-operation, joint
commissions are established at the governmental level. The legal basis for
the activity of these commissions is presented in the respective clauses of
the agreements. In particular situations, joint commissions can be established
as a result of separate negotiations. In the latter event, the commission’'s
task is the supervision of the implementation of all agreements concluded
between Poland and the said developing country. This is a new feature 1n
treaty relations with the developing countries that has come about as a resuit

of the need to co-ordinate and supervise co-operation in 1ts various forms.

There are two kinds of joint commissions: Permanent Commissioa meeting
regularly, once or twice a year; and ad hoc meetings held at the suggestion

of one of the parties, as the need arises.

Typical tasks entrusted to a joint commission for economic, scientific
and technical co-operation, intended to stimulate and co-ordinate different

forms of co-operation, are as follows:

- Supervision of the implementation of agreements already concluded or to
be concluded between the contracting parties, and undertaking the

necessary measures in this respect;

- Examination of the possibilities of the development of economic, scientific
and technical co-operation, and working out proper forms of co-operation

in the said fields, including the establishment of joint ventures;
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- Exchange of information and experience on economic, scientific and

technical problems of mutual interest;

- Pacilitating the development of financial and banking co-operation
between the contracting parties within the framework of the laws and

regulations 1n force in both countries;

- Dealing with other problems of economic, s8cientific and technical co-

operation assigned to it by the two governments.

Permanent joint commissions act according to adopted rules, determining,
among other things, the frequency of meetings, procedures for fixing the

dates of the sessions, topics on the agenda and ways of decision-making.

When the need arises, the Chairmen of both parties in the commission
may appoint permanent or ad hoc expert working groups. The permanent groups
sometimes adopt the title of subcommittees, for instance, the Sub-Committee
for Trade, for Industrial Co-operation, or for Mining. The expert groups
work out the topics assigned to them by the Commission and present the results

for its approval.

In the working group, Poland is represented by the co-ordinating ministry
(e.g. the Ministry of Foreign Trade and Shipping) and, if necessary, by experts
from other ministries concerned. Direct contacts between the ministries
concerned and their foreign counterparts ensure quick and efficient fulfil-
ment of the settlements after their approval by the joint commission, and
contribute to the development of direct co-operation between the ministries
of both countries. Minutes of the commission sessions are important inter-
governmental treaty documents. They not only indicate the current status of
co-operation in a given field, but they also record the decisions regarding

its continuation as well as new fields, directions and forms of co—operation.

In the sphere of industrial co-operation, contacts are established not
only on government, ministry or enterprise levels, but also between institu-
tions and organizations which indirectly contribute to the eccnomic development
and promotion of the foreign trade. One such organization is the Polish
Chamber of Foreign Trade. Promoting stronger links between Poland and
foreign countries, it co-operates with chambers of industry and trade abroad,
including those in the developing countries. Through this channel, it is

possible to establish the commercial and industrial links and to bring into
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contact the enterprises interested in various kinds of co-operation. The
Polish Chamber of Foreign Trade co-ordinates, among other activities, the
organization of fairs and exhibitione 1n Poland and the participation of
the Polish foraign trade enterprises in such undertakings abroad. On the
occasion of the ‘nternational fairs and exhibitions in which Polish enter-
prises take part, the Chamber organizes various meetings, seminars and
symposia, on the subjects that may attract the attention of investors from
the developing countries. They are primarily concerned with those spheres
of activity in which Poland may co-operate in the complete implementation

of investment projects.

Another factor conducive to i1ndustrial co-operation 18 the establishment
within the Polish Chamber of sections of foreign chambers, on reciprocal
terms. Their objective is the investigation of the possible development
of economic relations between Poland and the countries concerned and the most

effective forms of support.

Furthermore, the Polish Chamber of Foreign Trade undertakes reciprocal
economic missions with foreign chambers, consisting of representatives of
commercial and economic circles interested in the co-operation. Programmes
include such features as talks with managers from appropriate trade and
industrial enterprises, plant visits, and demonstrations of production

processes.

—— s




Chapter TIT

FINANCTAL ASPECTS UF INDUSTKIAL CU-UPERATTON

Tnitially, industrial co-operation with developing countries was larcely
confined to assistance by the CNEA countries to the developing states 1n
creating a modern national i1ndustry and accelerating the rate of ecoromic
srowthi. This trend is a long-term one and 15 still relevant today. The
volume of economic and technical assistance provided hy the CMEA countries
to developing states is constantly growiry, as is the volume of financial
loans. Long-term development loang granted by CMEA countries to the
developing states accounted for 5 billior roubles in 1965 to some 1Y villion
by the mid—l?]Os.l/ However, while expandins financial assistance, the
socialist countries believe that accelerating the developing countries’
industrial esrowth depends above al! on tte mobilization of their own domestic
resources, the inflow of financia! resources from abroad being a complemen-

tary factor.

As the volume of credits and technical assistance grows, the question
of effective use of the means made avai lable in the national economies of
the recipient countries assumes spec.al significance. The prerequisite for
the effective use of the aii from the socialist states is the essence of this
aid, which 18 marked by a comprehensive approach to the development of the
national economy. Thus, the socialist countries, in co-operation with the
recipients of credits, concentrate their efforts on the efficicent use of the
financial and material aid so as to ensure that externa’ resources have a

positive impact on economic performance.

The credits granted by socialist countries are not surplus capital which
they seek to invest abroad. Further to performing an aid function, they
are an effective tool in forming a new pattern of the international division
of labour based on complementary economic structures in partner countries.
This complementarity can be achieved through assistance in implementing large-
scale projects in the extracting and processing industries whose products are
intended not only to meet the needs of developing countries but also to be

exported to donor countries. OUbviously, this i8 in the interest of the

1/ CMEA Countries in the System of World Economic Ties, Moscow, 1978, p. 7.
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developing countries themselves, since it helps to expand and diversity
their industrial exports, in particular the exports of finished and semi-

finished goods.

In this respect, <rants ar« considered to be less effective in deepsning
the division of labour between the two groups of countries. Thit type of aid,
with the exception of cases when 1t is needed to eliminate the aftermati of
wars and natural disasters, is usually not effective enough, because the
funds received are often invested in projects of short-term relevance and are
not geared to the long-range tasks of the recipient country' s economic growth.
Therefore, grants occupy a secondary place in the practice of the sociali st
countries. Except in emergency cases, it is largely used in the sphere of
education and health. TInstances of grant-projects are the Soviet-built
Polytechnic Institute in Bakhr-Dar, Ethiopia, the equipment for a hospital
in Guinea, a maternity home in the Congo and some other projects. Un the whole,
about half of the educational facilities built in the developing coun%ries
with the assistance of the CMEA countries have been built as grants.l/

Grants are likely to continue this role in future.

At present, industrial co-operation between the socialist and developing
countries is financed almost exclusively on a bilateral basis. For instance,
up to 80 per cent of Bulgaria's industrial cou-operation credits relate to
the bilateral delivery of complete industrial plants, to the export of
engineering outputs, etc. The credits are provided by the state and indivi-
dual state-owned firms. The interest rate of the state loans as a rule varies
from 2.5 to 3.9 per cent, and the firms' credits are short-term; their
interest rate is higher than that of the state loans, but it is generally

lower than the current interest rate on the international credit markot.

It is worth mentioning that Bulgaria provides the implementation of
the industrialization programmes of major economic importance. In this
connexion, repayment of credits is mostly effected through the output of
the production units built on credit. Some of these loans (though only rarely)
also become joint stock of the industrial companies once established (e.g.

in the fish-canning industry in Nigeria).

The stated financial and credit activities of Bulgaria have been

intensified during the last decade and now they are even more concentrated

l/ Economic Co-operation of the CMEA Member Countries, 1977, No. 3, p. 67.
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on the fulfilment of wmore lasting and more substantial contracts having a
varied and complex economic, scientific and technical nature as regards 1ts
major ana permanent partners.  The socio-economic development plans of the
courtry envisage expansior of these activities along with enlarrement of the
potentialities, the experience and the economie contacts of Kulgaria with
the devel ping courtries. I'n connexion with the pruspects of these activities
and the substantial improvement of the financial status of some devel oping
couatries (mainly oil producers and exporters), the Bulpgarian Government
provi fes for the receipt of loans from them 1n order to expand the scope

and diversify the forms of industrial co-operation. At present, such poten-
tialities have been utilized in relations between Bulgaria and Tran (for
setting up projects related to the canning industry, road transport and

agricultural production).

The developing countries repay their loans in the form of the industrial
‘output of the newly-built production units; in most cases, Bulgaria applies
a one-year grace period. In the remaining cases, payments are effected in
hard currency. Naturally, the intensifying currency crises and shocks
suffered by the major world currencies considerably increase the risk. The
hard currency and gold clauses employed thus far in this respect might prove
insufficient guarantees for stimulating the financial an! credit activities
of Bulgaria in developing countries in the future. TIn order to attain more
stability and reliability, such relations should be financed through the

transferable rouble and Special Drawing Rights (SDR).

A rational solution to the problem of financing industrial co-operation
has also been discussed in Poland. Unlike developed market economies, Polan
is not faced with capital surplus. The rapid growth of the national economy
has created a situation where all the financial resources available are
immediately re-invested. However, Polish exportere will continue, as far as
the situation permits, to supply developing countries with complete industrial
plants, machinery and technology on credit terms, and to assist in strengthening

the industrial and technclogical capacities of those countries.

For a number of reasons, the simplest method of financing industrial co-
operation would be to use the resources of the participants themselves.
Depending on the nature of the agreement, the contributions of participants
could take the form of currency payments, deliveries of machinery, equi pment

installations and whole production lines. Transfer of licences, know-how,
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services of experts and encioeerins ctadt are also toen of gnmportance,
Lxpeaertence nac shown thao, in wany s1tua oy onn, thias 210 of financir,s has
helped consideravly to orercore caprital shortaces, esnecrally 1 pro ety

realized by joint venture

pane Loons conld play an ioportart role b financie o the development
of industrial co- speratior. The special -ature of inclustrial co-operation
calls for flexiby .ty or the part of banks as reqaris the period for whict
lovans are iranted. n “he contert of industrial co-operation, one of the
purposes of loans i t. bridse the -ap between the time of investment and

the point at which the jlant can pay for 1taelif. Bar o lrang could be pro-
vided both by individual .aneks and narkings corsortia. Tne tormatiorn, ol a
consortium would he desirabi~, particularly wher the co-operation jrojects
to be carried out call for cono. er . le resources over a lons period of tine.
The members of the consortium could be the banks of countries participatin:
in a co-operation agsreement, or of other courtries, as well as internatiornal

financing i1nstitutions.

The other way to firance industrial co-operation is to Hversify the
system of repayi:s the credits and interest by traditional and industrial
exports from developing countries. The CMEA countries are emergins as major
importers of industrial goods produced by enterprises built with their
assistance: for example, iron and steel, tools, chemical and electrical
enrineerin- +rots, light and food industry vrojects. In 1)/1-137% the export
of finished and semi-finished roods from the developing to the socialist

2}

countries regsistered an annual rowth rate of 22 per cent, and exceedel {5
1/ .
per cent in the last two years of that periOd,—/ althoush the following years

showed a certain slowdown.

Sometimes, industrial exports from a developing country are designed to
repay the credit account for relatively large figures in physical terms. Thus,
in 1976 Af,hanistan expurted to the USSH 2.7, billion cubic metres of natural
7as and about 30,000 tons of nitric fertilizers (from the Majari-i-Sheriff
plant built with Soviet assistance).g/ Via the Trans-Tranian pipeline, the
Soviet Union received in 1970-1976 51.4 billion cubic metres of natural gas,
part of which went to defray the expenses incurred by the Soviet organizations

assistine in 1ts construction. Most of this gas 1s used in the Soviet

1/ Foreign Trade, 1976, No. 8, Supplement, p. 14.

2/  Foreign Trade, 1971, No. 6, p. 14.
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Transcaucasion republics.  The proceeds from the sale of s since 1970 have

enal*led the Iranians to repay the cost of the conctruction of the pipeline.

Tt is connon practice 1n relations between the ULSH and the developing
stat s to grant 10-1. year loans (Lometimes for a loneer period) at an annual
rate of .3 per cent.  Hepayment ctarts after the supply of rachinery and
equipment or the building of a project has beer completed. Tn some cases,
an additional two- or three—year period is ,ranted which under normal condi-
tions 1s sufficient for a developing country to repay the bulv of the loan

and interest thereon from th~o revenue created by the newly-built enterprise.

As a rule, credit apreements do not stipulate that payment should be 1n
hard currency, which ts a boon for the balances of payments in the developing
’countries, as it partially eases the problems of foreigm debt.:. In some cases,

the USSK reschedules repayments if a borrower finds itselt in dire financial
straits. In 1971, for example, an agreement was reached on puttings off thre
repayment deadline for Ghana. TIn 1979, the USSK put off the repayment of
more than 100 million roubles by Afeghanistan scheduled for 1979-1980. The
above payments will now be made between 1986 and 199% in equal annual install-

]
ments, with no interest rate being levied on that sum.

Soviet credits have tiecome an important factor in the realization of
national development plans in many developing countries. For example, Soviet
credits to India accounted for about 12 per cent of the investment in the
state sector in industry under the Third Five-Year Plan (1961—1965). Soviet
credits provided cne-third of the total investments under Afghanistan's First
Five-Year Plan (1956-1961). Under Syria's Third Five-Year Plan (1971-197%),
the share of the USSR in foreign aid to the country was more than 1% per cent
whereas the total share of foreign aid envisaged in the Plan for that veriod
was 50 per cent. Thus, loans from the USSR as well as the other socialist
countries are not only an additional source of financial aid to a developing
country, but also a stabilizing factor in the economies of the developing
states, contributing to favourable external concitions for the fulfilment of

national ecounomic development plans.

Since the financial aspects of industrial co-operation between socialist
and developing countries are important to both groups of countries, it is
worth considering the experience gained by some 'eveloping countries, within

the framework of bilateral arrangements. Tn this respect, the example of

1/  Foreign Trade, 1977, No. 1, p. 20.




Tndia, which has a long experience of trade and co-operation with the

socialist countries of Eastern Burope, 1s of particular relevance.

Amons the 1ssues direct!ly affecting payments and financirg of co-
operation on bilateral basis, Tniia's experience has shown that effective
administration of bilateralism calls for a yrood understanding of the role
of the exchangre rate as 1t affects individual contracts of va (ous trans-
actions and as it determine: the balances held. Further, it also re-inforceg
the need to have an explicit written understandin:- rerardinrg various agpects
of the cxchanyre rates. The developing countries may have to mive corsiderable
thought to this issue ard work out in detail exchanre rate implications in

di fferent cases.

India has frequently had to deal with balances which it and 1to tradin.-
partners hold. In this resard, the agreements and protocols were fairly
clear reparding the future of such balances. This was facilitated by resula-
tins trade coentinuously on the basis of renewed trade arrcements. The old
balances were carried forwar! to new agreement periods and properly utilized.
Even in cases where a switch to multilateral trade mirht bc envisared and
the future of these balances might be affecte: by either exports or imports,
no country would consider this a loss of valuable hard curre:cv. Ttereforc,
it seems essential for other developing countries to identify clearly the use

of balances when deciding to continue or to discontinue bilateral arrangemento.

India was a recipient of technical credit in the early days, but in
subsequent years it has become a donor. Whenever it has offered technical
credit (and there was tendency that this might happen more often than deemed
acceptable to Tndia), serious attempts were made to identify imports to
correct imbalances. The issue of technical credit is essentially linked with
trade flows. DMonitoring technical credit facilities and expanding imports
must be considered a necessary part of the policy responses adopted by
developing country governments while trading under bilateral arrangements

and also while making a decision to switch over to mltilateral trade.

Although bilateral arrangements are still the main basis of financing
industrial co-operation between socialist and developing countries, in recent
years some partners among the two groups of countries have begun exploring

possibilities and undertaking initial experiments in multilateral finarcing.



These attenpts are conrected mainly with the iversification of activitien

of twe financial arencies of COFA courntrien, =manely the Tnternational sank for
eoromice Co—operation (TREC) At the Trternational Investeent Bark (TTH).
Tne provisions on multilateral fivancirnes of trate ant co—operation alreas

adopted by the two banks are of special interect to this study.

T 1i7t, following the increase ir trade betweer the CPVEA countries and
the other countrics of the world, the Council of TukC adopted a decision to
facilitate procedures for participation by -on—member countries in its
activitica. Accordin- to this decision, payments in trarnsferable roublec
between menber countries and non-menber countr es of the TBEC may be carriod
out for 4ood: and services, for coverings non-commoreial expenses of diplomatic
and other representation, tourists, etc. ™he relevant agreement on purchase/
sale of ;oode and services or payment of 1 -commercial expenses through
accounts in transferable roubles chould ve reached between foreiym trade firms
and organizations, as well as between banks and other competent ormans of

the interested countries.

Transferable rouble settlements between memtier countries and non—-member
countries of the IBEC may be effected according to different patterns, as
follows:

- One member country and one norn-meinber country of the Bank;

- One member country and several non-member countries;

- Deveral member countries and one non-member country; and

- Several member countries and several non-member countries.

The pattern is chosen by the intereste! countries themselves.

The object and volume of settlements according to each of the patterns
are also agreed upon among the interested countries. Settlements may cover
delivery of individual lots of goods or all trade turnover. 3ettlements on
non-commercial expenses may also be effected partially or totally in trans—
ferable roubles. It is advisable that the volume of settlements be balanced

for one year or a longer agreed period on a bilateral or multilateral basis.

To start settlements in transferable roubles between member countries
and non-member countries, the IBEC should be informed by the banks of the
interested countries of their prior agreement concerning such settlements.
The figure of the volume of settlements may be preliminary and subject to
finalization or further alteration by agreement between the interested

parties.



The IBEC opens current accounts and srants credit in transferavle
roubles to banks of i1nterested countries for Lilateral or multilateral
settlements. The TBEC does not open current accounts and does not grant
credit to firms, enterprises, organizations or private persons. They may

participate in transferable rouble settlements only through their banks.

When opening current accounts and pranting credit in transferable
roubles, the IBEC concludes with the banks agreements containing the main
conditions for conducting settlement and credit operations. The main con-
ditions for opening a transferable rouble current account with the TBEC are
the following:
- Assets on the account are at the free disposal of the holder of
the account;

- IBEC fulfils the orders of the holder of the account to carry
out payments in all forms accepted in international banking prac-
tice (letter of credit, collection, remittance);

- IBEC pays interest of 1 per cent per annum On the account

balance.

The main conditions for receiving TBEC credit in transferable roubles
are a8 follows:
- Credit is granted for a fixed term, up to a limit of three years;
- IBEC charges interest of 1.% per cent per annum oOn the credit
utilized irrespective of the terms of credit;
- Credit may be repaid in transferable roubles or in convertible

currencies at the rate set by the IBEC.

The banks of non-member countries, while jerforming settlements on
the total of their trade turnover with all the IBEC member countries, draw
credits and place deposits in transferable roubles on the conditions now in

force for the TBEC member countries.

The banks of non—member countries that participate in transferable rouble
settlements may notify the IBEC of their withdrawal from such participation.
The procedure for the withdrawal from participation in settlements is establi shed

by virtue of an agreement reached between the IBEC and the interested bank.

The use of transferable roubles in payments between developing countries
and countries of the CMEA, which implies multilateralization of payments, is

entering a practical stage. Some developing countries have recently established




contacts with the CMEA banking institutions with a view to using transferaule

roubles in mutual payments arrancements with TBEC members.

A more significant step towards the multilateralization of industrial
co-operation financing was made by the International Tnvestment Bark, when
the governments of the mem er countries and the fank signed an agreement to
establish within the Bank a Special Fund ot one billion transferable roublcvs—l/
(a portion in convertible currency) for financin- projects of economic

assistance and technical co-operation wrth developing countries.

The aim of this Special Fund is to strengthen cu-uperativon vetween the
CMEA and developing countries. The Fund i5 designed to render assistance to
developing countries in rebuilding their cconomic structure, creating new
economi ¢ structures, and developing industry as the basis for the moderniza-

tion of the developing countries' economies.

From the Special Fund resources, the Bank grants credits for a term cf
up to 19 years for financing deliveries of equipment, machinery and other
goods and rendering services by the member countries of the TIB tc developing
countries in the construction of new, and the reconstruction and moderniza-
tion of existing, enterprises ir different branches of their economies,
especially in industry and agriculture. Banks, enterprises and economic
organi zations of the state sector or co-operatives in the developing countries
may borrow from the Special Pund. Tn some cases, private firms may also
apply for a loan from the Fund. The Bank grants credit from the Fund, pri-
marily in transferable roubles, to pay for deliveries of equipment, machinery
and other goods from the member countries of the Funi, as well as to pay for
services rendered by various organizations of those countries. Only in spe-
cific cases is credit granted in convertible currencies, for example to pay for
equi pment which is not manufactured in CMEA countries ro to pay for licences.
The possibility of getting part of the TIB credit in convertible currency may
help developing countries to combine supplies from centrally-planned economy

countries with supplies from market-economy countries.

As far as investment credit in transferable roubles is concerned, i1t can
be used for medium-tern and long-term financing of capital investments both in
the CMEA member countries and the non-member countries as well. Granting of
credit in transferable roubles means that borrowers themselves should secure

sources of supply in the CMEA member countries.

L/ The official rate of exchange is 1 U dollar = 0.794 transferable roubles.




Procedures for the use and repaymert of credit from the Lpecial Fund

i~ transferable roubiles are shown in the flagram on paye 4l.  As car ne
seen from this diagram, the vorrower may use TTHR credit in transferat iv
roubles, provided deliveries of equipnent and other materials from the SHRA
member countries are balanced witt deliveries of ;sods from the recipient
country to the CMEA member countrier. Tt is assumed that the porrower has
alrea'y identified buth the supplier of equipment and of other materials

for the project and buyers of the product from the project in the CUEA

member countries.

By th¢ besinning of 197/ , ITB had concluded the preparation of bpasic
documents 'n credit operations with non-members of the Bank and started
business contacts with third countries. The TIB specialists participated in
the work of the Joint Commission on Co-operation between the CMEA and Mexico
and considered opportunities to grant credit for joint construction of
phosphate-extracting enterprises in Tunisia and Morocco. The Bank also took
rart in negotiations on rendering financial assistance to the Lao People's

Democratic Republic and Angola.

Credits granted by the International Tnvestment Bank through its Special
Fund may play an important role in the develupment of co-operation provided
that the countries involved try to make more efficient use of transferable
roubles. To tnhat end, TIB credits for capital investments are better if
based on multilateral co-operation agreements hetween ITB member countries

and developing countries.

IIB granting credit for investment projects in developing countries may
also represent an interest for other banks if it facilitates their participa-
tion on a mutually beneficial basis. In this connexion one should mention
the growing role of regional banks, such as the Inter-American Development
Bank (TADB), the Asian Development Bank (ADB) and the African Development Bank
(AFDB), in providing credit for development projects. The possibility of co-
operation with these banks in financing projects, where the organizations of
the socialist countries are involved, calls for closer study. Such co-operation
has already taken place. The TADB financed an Argentinian-Uruguyan complex,
Salto Grande, for which the Soviet Union's Energomachexport supplied 14 units
of equipment.1 These supplies were financed by the International Bank for

Economic Co-operation, which took part in consortial credits to the TADB.

1/ Poreign Trade, 1977, No. 6, p. 43.
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tne of the new scurces of credits tor 1 sfustryal co-operatiorn between
the two groups of states, and a means o mobilizinge additionat domestye
resources in the developing countries for these purposes, could be t'irancial
oreanizations in which both the gocialtst and devel oping countries tave part.
There are already some banks in the third world i whiceh tte socraliot
couniries participate. Thus, the Hulparian-Lebanese Joint Bank has veen ir.

operation for several years, and a lomanian-Kryptian bank has been set g

The resources of some of l-exporting countries have recently offered a
new source of finance for industrial co-operation between the socialiat anid
developing natiuns. Trag, Tran and Alreria have for some tinme bLeern ma or
partners of the CMEA. Libya, Kuwait, Migeria and Venezuela recently took
steps to expand their economic ties with the socialist countries. In order to
attract petro-dollars, the socialist countries could take part in industrial
developnent programmes in the 0il-producing countries and joint action in
third developins countries. TIn their relations with oil-exporting countries
such as Libya and Kuwait, which have free financial! means, the socialist
countries could also act as suppliers of equipment a' d know-how under these
countries' programmes of aid to other develuping states. Talks are under way,
for example, between Poland and Kuwait on their possible joint entry into the

marke*s of trird countries with Kuwayt's financial participation.

Hesides the problem of new sources of credit for industrial co-operation,
equally important are the diversi fication and partial modification of the
functions of the socialist countries' credits. In keeping with the yseneral
trend of eocnomic relations between the socialist and the develouping states,
these credits, while continuing to be a means of ajding the industrial develop-
ment of the third world countries, increasingly emerge as an instrument of
deepening a mutually beneficial division of labour. Tt would seem that greater
emphasis on ltins to finance the development of international specialization
and co-operation and compensation deals could substantially increase the export
resources of the developing countries, help towards the establishment of stable
long-term economic, scientific and technical ties both in manufacturing and
mining industries on a balanced basis, as well as help to solve the problem

of the developing countries' foreign debts and hasten the realization of co-

operation projects.




ITn this connexi:n, the countries should pay more attent)y o to commep-
cial credits, which have tended to 1nerease recently. Commercral credits
help promote co-operation at the level of erterprises ani firre, whichk 10
important i1 expetiting  oint operations.  Besides, the expanided jractice
uf commercial credits helps to establish co-operation with wediun and small
firms in the developirny countries.  Tre search for ar cptimal comniraty on
between state and commercial loans as applie to concrete aonditions an oa
particular developing country can lead to an expanded vilume of credit co-
operation, and can help to expedite and sclve the provlem of repayert of
the credits. At the same time, 1t appears likely trat in tuture there will be
a certain differentiation in the terms of credit dependir, - upon the gsector
where assistance 15 being rendered, the speed of returns on a pro ect, ota,
Greater use of turn-key construction of industrial projects, for example, can
be expected in respect of the oil-producing and other developirns countries

with adequate financial resources.
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LFGAL ASPFCTS OF INDUSTRIAL CO-OPFRATION

The development of industrial co-operation as well as general rconomic
relations between developing and socialist countries has dirawn more atten-

tion to the legal regulation of co-operation between the two groups of countries.

In general, the basic legal principles of co-operation have taken
shape as the conventional standards of international law, but they have also
found contractual expression in documents, including those issued by UNCTAD
and the CMFA, as well as in many other multilateral and bilateral agreements.
The practice of co-operation has shown that the main legal instrument of
co-opnration accepted by both socialist and developing countries is an

agreement on trade and co-operation, the salient features of which are:

- Provision of a structural framework which ensures the equality of
exports and imports of the contracting parties, over a period of time

for which the agreement has been negotiated;

- Granting at least the most favoured nation status 1o the items which

move under the specific provisions of the trade agreements;

- Development of an elaborate payments mechanism, which is to take care
of the fact that trade uander the agreements is conducted in terms of

non-convertible currency.

In view of the fact that industrial co-operation covers a whole range
of economic contracts that do not come under the category of conventional trade,
the countries pay special attention to the details stiplated in these
contracts and to the establishment of favourable conditions for industrial
co-operation. In prrticular, the participating countries confirm their interest
in achieving the fullest possible harmonization of standards and technical
specifications, In order to encourage new forms of co-operation and to

facilitate trade, the participantis state that they will adopt a favourable



attitude towards the conclusior of special bilateral agreements on varioue
questions, such as the removal of double taxation and the facilitating

of conditions for the transfer of profits.

Since the legal regulation of industrial co-operation ie based primarily
on the countries' national legislation, further genecralization would be
rather futile. In view of the fact that foreipgn trade legislation varies
greatly from country to country, it would be mor¢ relevant to analyse a

number of cases.

In Bulgaria, the legal aspects of industrial co-operation are governed
by several acts, including the Law on Foreign Trade and Decree No. 1196
for economic, industrial and technical co-operation with foreign legal
entities, in which it is stated that the ievelopment of international economic,
production and technical co-operation is encouraged in Bulgaria, for which
purpose favourable planning, financial, credit, customs, and othler facilities

are created.

International economic and industrial co-operation is realize i through
the conclusion of long-term contracts between the competent economic organiza-
tions. The conditions guiding the implementation of a given industrial
co-operation project are fixed in separate contracts concluded between
the competent economic organizations and the respective foreign trade
enterprises. Bulgarian legislation does not exclude the possibility of
such contracts also being concluded on behalf of separate ministries and

establ ishmentse which, in such cases, act as subjects of civil law.

Agreements for industrial co-operation may constitute a separate body
under civil law, where a wide range of questions relating to production,
technology and foreign trade are resolved in a complex manner. The decree
on economic, industrial and technical co-operation and the regulations
governing its application stipulate that an agreement on industrial co-operation
constitutes the basic instruments for the realization of this co-operation.
The regulations are directed towards certain elements in such agreements,
the parties therstc being granted complete contractual freedom as regards the

contents of the agreement and the arrangement of the terms and conditions
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of co-operation. The mechanism for the preparation ani conclusion of the
agreements 1s defined, and one of the typical features of such agreements

is their long-term naturec.

Respective contiracts are concluded between tne competent organizations
for the delivery of complete plants, provision of assistance, egtabl 1 shment
of industrial and other projects, as well! as design work, expert services
or personnel training. All these contracts have specific features which

require profound consideration and study.

Certain peculiarities could be found, for example, in cases where the
agreement for industrial co-operation covered a longer period of time and
when the supplier of equipment, technology, production expertise and other
services undertook not only to deliver the product in hand, but also to
provide, for the respective period, production, product markecting, supply,

expert and maintenance services.,

One of the important points in trade and co-operation agreements is
the question of determining the law to be applied. The legal order which
regulates the contracts is fixed by each state through establishing respec-
tive legal norms either individually through its domestic legislation or
through unilateral santioning of internal or international customs. In a
number of cases, the legal order can be fixed jointly with one or more
partner states by way of international contracting and sanctioning of
domestic or international custom, thus the norms which have occurred become a

part of the national system of each state which has established them.

The foreign trade section of the agreements for economic, industrial
and technical co-operation presupposes a connexion with the legislation of
the parties to the contract and, in some cases, with the legislation of

third countries as well.

The principle of autonomy of will dominates in the up-to-date doctrine
ana in the prevailing part of the legislation when determining the legal

order.



The principle of autonomy of will 15 1ncorporat«i in Bulparian tegsislation

by virtue of Article 9, 1tem 1 of the lLaw tor Liabilitic~s and Apreements, which
reads: "The parties may determine freely the contonts of the apreement an

so far as 1t does not contradict the law, the state national {ev-:lopment ani
the rules of the socialist community". This means that the Bulpgarian foreipn
traie oreanizations, when concluiling contracts wi th an intermational element,
may work out freely, with the conscnt with their partners, all stipulations

of the contract. As regaris the penling questions, they may come to an
apr-ement to apply a foreipn law or, inetead of working out mutual consent

in the contract clauses, thev may subject this contract to the cstablished

international customs, or to one or several foreilpn laws.,

The choice of law to be applied for repulating the setting, the valiiity
and the .discontinuation of legal interrelations under contracts with an
international element enjovs wide application in the practice of the Bulgarian
foreign traie organizations., By taking advantage of the principle of autonomy
of will, the organizations may often choosc to apply the law or legislation
of other countries, The principl: of autonomy of will, however, 1s not absolute;
1t has certain restrictions. When the work contracted for is carried out
1n Bulparia, the Bulgarian organizations are obliged to 1dentify only the

Bulgarian law as the law applicable,

tInlike Bulgaria, Hungary, 1in addition to 1ts existing foreipgn traie
legislation, has introduced preferential treatment for most of the developing
countries in order to facilitate tirade as well as 1ndustrial co-operation.
The list of tariff preferences to be granted by Hungary as well as a list of
the beneficiary countries in the Hungarian preferentail tariff system was
circulated through the relevant UNCTAD documents. Special preference,
namely exemption from iuties, has been granted to least developed countries
since 1978. According to Hungarian regulations, such preferences are granted
for those developing countries outside "urope which have a per capita GNP
not higher than that of Hungary and which 4o not Jdisecriminate in their trale

policy against Hungarian goois.
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A feature peculiar to Hunparvian legislation on foreigm economic relations
16 that whichever definition of co-operation is considered, the parties on
the Hungarian side are always separate economic and industrial units.

This ioes not mean that Hungarian organizations without authorization can be
parties in specific forme of co-eperation. Intermational production and
trade co-operation and foreipn economic undertakings fall within the foreien
traie law. As a result, the preparation and execution of contracts with
forrigners within the scope of these cconomic activities is consiidered a
foreign trading activity, which can only be performed on the basis of foreign
trade rules. Accordingly, one of the enterprises involved 1n the co-operation
has to be a company authorized to perform foreign trading activities.

It must be mentioned in this context that when a foreign trade contract
relates to co-operation in production, other domestic economic organizations
can also participate in its preparation and conclusion, together with the

competent foreign trading company.

Special mention should be made of the legal regulations in Hungary which
govern the notion of international industrial co-operation and the functioning

of companies involved in such co-operation.

Industrial co-operation can be defined as a contractual economic
relationship between two or more enterprises of different nationalities,
extending over a longer period, whereby a community of interest is established
for the purpose of complementing activities relating to the supply of
licenses and equipment, development of new technologies, the exchange of
information on, and the use of, those technologies, production and marketing,
with provision for the settlement in kind of the whole or part of the obli-
gations arising from co-operative activities, This train of thought used in
the TFconomic Commission for Turope is generally known and accepted every-
where, including Hungary. In Hungary, as in other socialist countries, the
term "co-operation"” is used in two senses. In the narrower sense,
co-operation means relations relating to production and/or trading activities
between Hungarian economic organizations and enterprises of a foreign
country of countries. Consequently, this form covers activities with a joint

purpose, but carried out separately. The legal form of manifestation of this

is: a contract involving several parties: the co-operation contract.
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In a broader sense, co-operation is the capital investment, an ¢conomic
uniertaking desipned for production, traling or service activities between

Hungarian economic organizations ani{ foreien natural ani’

or legal personali-
t1es, 1rrespective of where they take place. In such a case, consequently,
a partnership or joint enterprise featuring a legal entity comes 1nto being.
“conomic partnerships functioning in Hungary with foreign participation are
dealt with 1n detail 1n decree ?8/1977‘/)(.%/PM, while the rules for economic

ventures abroad of Hungarian economic organizatione are containedi in full

particulars in joint ‘iecree 471975/111.27./PM.

Hungarian enterprises as independent legal bodies determine on
their own (within the framework of the national economic plan) what
products they want to manufacture, whether these are to be marketed
domestically or abroad, and which forecign experience, licenses or know-how
thev use or buy for their production. 1In general, the state exercises
influence on the activity of enterprises through economic regulators,
taxes, financing policy, customs and other financial means. In the claboration
of their own production and marketing programmes, independent enterprises
eniieavour to manufiacture such products ann to carry out such a programme
of marketing as ensures a profitable functioning to the grratest possible
extent. Undertakings promoting such objectives are realized, on the one hand,
in the framework of long-term co-operation contracts and, on the other,
by the establishment of enterprises with joint interests representing independent

legal personality.

Hungarian enterprises can establish joint ventures with each other,
and the new joint ventures are interested in making their own profits. A
Joint venture can carry on foreign trade if 1t receives permission from
the Minister of Foreign Trade. In accordance with this permission, Hungarian
enterprises can establish joint ventures for achieving definite economic
objectives not only in Hungary but also in other countries, which may be
the country of the contracting party or any third country. For its establishment
the Hungarian enterprises can make use of their own development funds or

can approach the National Bank of Hungary for credit. Such joint venture

[T S
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rnterprises ar- subordinated to the lesal aystems of the host state.

Th. form of their incorporation and entire legal status 1s determine

by the founders in acrordance with the tralitionally appliet legial males.
In the event of a4 {1spute arising between the partners in an equlity joint
venture, the repular courts as well as an arbitration tribunal sitting an

sither of the countries are consi:dered comp-otent.

As 1n the case of Hungary and Bulparia, Polant - while trying to
cstablish favourable conditions for the levelopment of 1ndustrial co-
oprration with foreipn countries - has also alopted specific legislation

iraling with all aspects of this question. (ne of the most 1mportant
focuments is a special resolution of the Council of Ministers atopted 1n
1971, concerning the development of cconomic and industrial co-oprration

with foreipn countrirs. According to this resolution the term "industrial
co-operation with abroad" means '"possibly stable co-operatior between home
ani foreign partners in the manufacturing process, understool in its broal
sense, from the research phase to marketing ani technical services, guided

by tho principles agreed between the sail partners". The cited definition
reflects the idea of industrial co-operation as defined in !mited Nations
documents. The resolution determines the main principles of the participation
of Polish enterprises in industrial co-operation with foreign partners, as
well as measures and methods to be adopted in the implementation of that form
of co-operation. One of the most important provisions of the sail document
1s the requirement to link the lines of developing industrial co-production

with general assumptions of long-term socio-economic plans,

Another important provision of the resolution is a special recommendation
that the intergovernmental long-term agreement with foreign countries shall
in=lude clausers stimulating industrial co-operation. The resolution also
contains authorization for individual ministries to work out their departmental
regulations concerring industrial co-operation with foreign countries.

The resolution stipulates the establishment and activity of a permanent
Commission for Co-operation Development attached to the Gtate Planning Commission

and composed of representatives from various economic sectors. The main

tasks of the Commission are:
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- Pronouncing opinions on the long-term programmes of 1ndustrial co-

operation with forripgn countries;

- “waluating suggrstions madr both by Polish and foreiem partners
concerning inter-sectoral co-operation ventures of partirnlar sipnificance

to the whole economy;

- Porwarding proposals concerning eventual necessary ~hanges to be intro-
quced in economic and organizational system of industrial co-operation

abroad;

- Preparing periodic evaluations of the whole activity in the fil14 of

industrial co-operation with foreign countries;

- Presenting for the approval of the Presidum of the Govermment motions
concerning desired an! more ~ffective directions and forms of industrial

co-operation.

Bearing in mind the special nature of production co-operation with
forrign countries, as wrll as the need to ensure necessary flexibility
in this sphere, the Polish legislation system decentralizes in many
respects the decision-making process, passing this right to industrial
firms, The firm, as the executing entity, has at its Jdisposal most of the
basic information required to undertake rational derisions in the matter
of industrial co-operation. The management of an industrial firm, by
virtue of the technical, economic and organizational data available, is

competent and authorized to:

- Initiate proposals for industrial co-operation with foreign countries;
wamine proposals received;
- Negotiate with the partner the conditions of ro-operation;

- Decide whether to enter into co-operation arrangements with a particular

partner; and

- Conclude contracts or agreements for the establishment of such relationships.

— e st




Owing to the fact that industrial firms are not always aicguately
informed about the possibilities of foreign partners and their interest in the
cstablishment of co-operative relationships, the lepgislation stipulates
that a competont Polish foreiem trade enterprise shoul { make «very offort
(wherever 1t has permanent contacts anc 1ts own rvprnﬂvnt311Vﬁs) to
explore the possibilities for co-operation arrangements and transmit
enquiries and proposals to 1niustrial firms 1n Polani, They shouldt provaie
these firms with {irect assistance in the preparation of proposals, the
organization of nepotiations and the conclusion of contracts. Foreipn tral
enterpriscs can 1f necessary contribute directly to the conclusion of
co-operation contracts or agreements and become responsible parties under
these contracts and agreements., They may also art as agents for a for<ipn

partner in matters of iniustrial co-operation with the Polish partners,

In the ‘evicet ilhion, as a snecial legpislative art related to international
trale and co-operation, a law was 1ssued in 1965 by which the Joviet Government
lifted all tariff and rustoms limitations on imports (incluiing imports

of manufactured poods) from developing countries.

A 1~ading role in Soviet lepgislation is played by long-term inter-
governmental agreements on economic, industrial and scientific and techno-
logical co-operation, along with trade and payment agreements.  Depending
on their content, the apreements with the developing countries can be gencral
ani special. General agreements define the principles anl norms of co-operation
ani the poals of economic assistance to doveloping coustri-s. They usually
contain a provision to the effect that the concrete list of projects and the
volume and terme of technical assistance 1n each case are to be fixed in the
course of additional consultations and codified in corresponding documents.
By carly 1978, the Soviet Union hal intergovernmental agreements on economic
ani scientific and technical co-operation with 62 .developing countries.
Special intergovernmental agreements ecnvisage co-operation in inlividual
sectors er work on a concrete project. The current trend is towards more
rapid growth of the number of special agreements becausc co-operation with

most Jdeveloping countrirs is currently carried out within the framework of

earlier general agreements.

——
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With the interpovernmental commissions for economec and scientl fic
ani technical co-operation intensifying their activities, the records of
their meetings have also become important legal documents repulating 1ndustrial
ro-oprration between the USSR and a number of developing countries.
In these protocols the siics sct down their views on such problems as
technical parameters and the quality of buil fing enterprises and equilpment
suppliet, the schedules of construction ani delivery dates, the level of
prices for equipment, materials and the products of the enterprises, ani the
aquestions of financial co-operation nrojects. As a rule, pursuant to the
protocols, expert groups of the representativer of both parties are 80t
up in the intersessional periols and given a fixed time in which to prepare
proposals on the ‘development of co-operation ani work towards mitually
acceptable solutions on disputes that aris~. The agreements and mutual ly
acceptable solutions are fixed in the records of the subsequent session of
the Commission. Annual protocols also state the measures cach sile unier-
takes towards the successful realization of co-operation and the elimination
of the difficulties encountered. The sessions of mixed commissions thus
become increasingly important ways of strengthening co-operation and

reselving disputes arising in the course of co-operation.

Proceeding from intergovernmental agreements and in compliance with
domestic legislation, competent organizations which enjoy the rights of
juridical persons conclude contracts with the organizations of the partner
countriec. The contracte determine the volume of assistance, work schedules,
the parameters of equipment to be supplied, the list of necessary documents,
the training schedules for personnel from the leveloping country, fines
and sanctions for late fulfilment of commitments, and other terms. Contracts
are thus the main legal documents of co-operation at the micro-economic
level. In order to increase the role of contracts as stimuli to greater
industrial co-operation, measures are taken to standardize their terms.

The first to be standardized in this way in the USSR were contracts signed
with major economic partners. Fxamples are offered by: the General Conditions

of Technical Assistance developed in keeping with the Agreement on Fconomic
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and Technical Co-operation between the USOR and the Republic of Iraq of

May 16, 1999, and the protocol attachet to 1t of 17 March 1965, the general
terms of oquipment supply, Jdesign and technical assistance under the
Soviet-Algerian agreements of 27 December 1963 and 1f March 1964; the general
terms of technical assistance unider the agreement between the Government of
the USSR anid the Government of Guinea of 74 August 1959 and the protocol of

1 March 1960 and a number of other normative documents of this kind. Th»
successful application of these documents contributed to the elaboration of
standard contracts on technical assistance in the building of individual
contracts on technical assistance in the building of individual industrial
projects. Such a contract usuaily consists of the following sections: the
subject of the contract, the volume of commitments, prices, schedules, terms
of deliveries, quality and safeguards, the terms of cxperts' missions, terms
of the technical training of personnel, undertakings to ensure normal
operations, the procedure of payments and payment ‘leadlines, the waiving of
liability, the procedure for settling disputes and the final resolution.

The structure of contracts for "turk-key" projects in the developing countries |

has also been determined.

Contracts concluded by the organizations of the socialist and developing
countries envisage a procedure for the settlement of disputes. For example,
the agreement on the general terms of contracts between the Soviet and Sn
Lankan organizations specifies that all disputes and differences that might
flow from the contract or are attendant thereupon are to be settled by
arbiters in arbitration commissions, and that the sides must not appeal to
the courts in their respective countries. When the defemdant is the Soviet
side, arbitration takes place at the Arbitration Commission for Foreign Trade 1
under the USSR Chamber of Commerce. If the defendant i1s the Sri lLankan side,
arbitration takes place in Colombo in accordance with arbitration rules and
regulations existing in Sri Lanka. The decisions of the arbiters are final
and binding on both sides. Under an agreement between the USSR Chamber of

Commerce and the Federation of Indian Trade and Industrial Chambers, the

arbitration body from the Indian side is the Arbitration Tribunal of Indian
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Shambers of Commerce ant Industry. In a number of cases the procedure for
srttling lisputes arising 1n the cours: of co-operation between the socialist

ant developing countries can be slightly i fferent.,  An arbitration ameniment

to the Sovict-Turkish arrcement, for i1nstance, provides that all lisputes

ar- solv.d by two arbiters, one from rach siie. 1f they fail to reach an
agrcemnt, a third person 18 appointed by the presiients of the chambers of

comm rce or government representatives.  The Soviet-Iranian agreement envicages
that 1f ~fforts to solve disputed questions are not successful, an arbitration
commission of four persont 1s St up (two from each siie, and 1f the latter

does not come up with an acceptable solution, a commission of the representatives

from both govermments is sct up on the basis of parity.

Contracts contain provisions aimed at onsuring the high quality of ‘
equipment supplied,  Depending on the character of the equipment, viarious
fPuarantee periods are fixed ranging from 9 to 74 months after installation.
The supplier 1s liable to replace the defective cquipment at his ~xpense,
But he 18 not liable 1f the equipment has been storod or operated unier
conditions that are contrary to the techniral ins*ructions. A procedure for

reclamation is also envisaged 1n the legal locuments.

Apreements on economic co-operation and contracts sipned on their
basis aiso stipulate prices for machines, equipment and materinls suppliel
as w-ll as for the products of the miven ¢nterprise to b amporte i by the
Sovi-t linion. As a rule, the prices are sot by mutual unierstarling on the
basis of world prices. In certain cases, in orler to avoill sharp market
fluctuations of prices, the parties agree that the prices for the main work
an!{ equipment are fixed while the price of services ani certain materials are
subjrct to revision. In other cas~ s, the parties may agre+ that prices
for the equipment supplied could be increased if 1ts technical parameters become |
higher. Prices are usually fixed after thorough stuldy of all technical,

rconomic and financial matters.

To ¢nsur~ that work schedules and delivery dealliners are met, measures

are envisaged to stimulate the activity of both partnire in that direction.




Many contracts contain the p oviso that unless the equipment is installed
within six months the custoi.r pays the cost of 1ts further storage.

In turn, some contracts stipulate that if the supplier fails to menot

his commitments ant the corresponiding enterprise and ‘or production facility
ioes not reach guarant«-«d capacity in terms of quantity, quality andt/or
production costs, the customer has the right to lower the price subject 1o

mutual agreement.

The broalening of the cconomic co-operation between the sorialist and
developing countries and the emergence of new forms of such co-operation
prompts constant improvements in the legislative activity of the CMYA
countries. The development of joint ventures led some CM¥A countries to
introduce legislation regulating the activity of mixed companies in which
these countries participate. A legal framework is being laid for inter-
national production specialization and co-operation between the socialist
and developing countries. Since more and more agreements and contracts
provide for the possibility of third countries' supplying some kinds of
equipment and carrying out certain types of work, the time has come to
elaborate a legal basis for co-operation involving several socialist or
market economy countries. The elaboration of new legal acts and improvement

of existing ones in keeping with the urgent needs of developing countries

will contribute to the development of industrial co-operation with them.

.
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PROBLEAS, NEW METHODS AND FORMS RELATED TO THE

DEVELOPMENT OF INDUSTRIAL CO-OPERATION

Indusirial co-operation betwesn socialist and developing countries,
especially its multilateral form, is a relatively new phenomenon in
international economic relations. Although there are many circumstances
favourable to industrial co-operation between the two groups, there are
still some detrimental aspects. For instance, in spite of the fact that
the climate is improving and many forms of discrimination hampering co-
operation and trade have been abolished, goods from socialist countries
are still frequently treated on third world markets with bias against
imported goods from market—economy countries. This includes countries
associated with the Common Market, members of the Commonwealth, or members
of various monetary spheres, as well as other countries where socialist
partners are not given equal rights, sometimes in formal and legal terms,

sometimes in plain simple fact.

The fact that the developing cointries often have a similar range of
exports is a major stumbling-block to complementary exchange. I(nderstandably,
the increased import of some foodstuffs or raw materials by the socialist
countries cannot be distributed equally between several, or sven dozens, of
countries exporting the same product. The concentration of purchases is
one of the basic principles of trade. Another important factor is that
not always the best supplier of the same commodity is the best customer for
Fast Furopean goods. All this points to a certain structural lack of
equilibrium in bilateral relations, and the need for suitable solutions
which would cover not only all the socialist and developing countries, but

also the advanced market economy countries.

Another factor limiting the scale and effectiveness of co-operation
between the socialiet and developing countries is the absence of reliable
marketing methods ad justed to meet co-operation requirements for iwo groups
of countries. These methods have to incorporate a good deal of flexibility

so as to be able to cope with the different conditions on each foreign

—— sy
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market. Putting it another way, the development of co-operation between
the socialist and developing countries can be accelerated not only by
well-founded knowledge of general marketing methods, but also by more
concrete knowledge. There is still a lack of the scientific analysis of
the peculiarities of co-operation, where partners with different social
and economic systems and markedly different principles of economic

management and structure are involved.

In this cornexion, one of the main problems is how to overcome
institutional obetacles stemming from the varying range of functions and
powers of administrative bodies which are in charge of economic and
industrial co-operation in the partner countries. While administrative
organizations in socialist countries in charge of implementing co-operation
agreements can rely on the whole economic potential of the socialist country
concerned, the organizntions in the partner countiries represent just one
of the sectors of the national economy, even 1f 1t happens to be the
state sector. Centralized planned control of the economy in the CMEA
countri2s presupposes the inclusion of industrial co-operation agreements
in the national economic system. In most of the developing countries,
planning is not binding and the organizations signing agreements on
industrial co-operation often have no direct say in the allocation of
material and technical resources needed to fulfil it. This fundamental
difference in the economic mechanisms give rise to certain administrative
and technical difficultiee which impede the realization of agreements on

indurt -ial co-operation.

These difficulties can be manifested in two categories: the first
one relates to the beginning of industrial co—operation and the conclusion
of the respective contract, whereas the second one relates to the imple-
mentation of contracts. ‘The nature of difficulties belonging to the first
category is connected with the conclusion of the contract, identifying
the partners. the termn and conditions for industrial co-operationm,
eubcontractors, etc. These difficulties are settled mostly in the course

of negotiations between the organizations concerned.

As to the difficulties relating to the second category, one should
note that they are mainly of a legal nature, since the problems often

arise becauee of the lack of acceptable methods for settling disputes,
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arranging two-way concessions and a just 8ettlement of the interests of
the parties involved. Some of these problems stem from the lack of a
special legislative mechanism for this sort of activity in developing
countries. To a certain extent, this role is played by the laws relating
to foreign investments (those in basic induetriee). These laws are

created in order to favour foreign capital investments, but their objective
is mainly to settle economic questione, which undoubtedly are major
indispensable conditione for industirial co-operation. A special legal
regulation of the agreements themselvee is missing, however, and they are

settled by general civil or commercial law.

In connexion with legal problems of industrial co-—operation, mention
should be made of the lack of unified international legal norme which might
constitute the basis for agreements on co-operation. Definition of the
legal principles based on the national legislation and sanctioned by the
appropriate international agreements might facilitate further development
of co-operation. In this area the UN agencies could be of great help,
in particular the Commiesion for International Trade Law (UNCITRAL),
together with UNIDO and UNCTAD, which should be asked to study the problems
and to solve quesiions regarding the legal aspects of industrial co-
operation. This is neceesitated by the fact that the legislative systems
of some of the developing countries do not yet have legislative acts or

the necessary legal experts to eettile these matters in the proper way.

Given the differences in the stiructures and levels of establish-
ments engaged in industrial co-operation on both sidee, an important
problem is introduced by the lack of information, which delays contract-
making and the oonclusion of contracts, causes oorrespondence to be
miedirected, and leads to misinterpretation. Today, this problem would
appear to contain two distinot and superimposed aspects.

The information problem at the macro-economic level relates to the
lack of sufficient economic data available in economic plans and official
studies on economic development which would provide detailed and pertinent
information, in terms of industrial branches and itemiszed products, and planned
or projected import requiremente and export possibilities. The information,
which directly concerns the enterprises, relatee to possible areas of industrial

co-operation and more specifically to inveetiment projects, to existing
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production capacities or to the need for and the availlability of specific

technology for the production of clearly defined products.

Recently, some rountries have started experimenting with the method
of orienting industrial co-operation through indicative li1ats of projects
lending themselves to 1nternational co-operation. "Subcontracting
exchanges'", which are designed to supplement the lack of information on
the capacities which could be made available for subcontracting, constitute
another type of facility that has been used in a few developing countries.
The creation of a Research Institute on the World Economy of the Hungarian
Academy of Sciences, which 18 to study the economic requirements of the
developing countries and to provide related data to interested Hungarian
enterprises, is an 1llustration of one of the ways 1n which relevant

information at the national level can be disseminated more effectively.

The experience gained by spe~ialized agencies in socialist countries,
which deal with the promotion of industrial co-operation agreements with
enterprises i1n the developed market economy countries, could be of assist-
ance in devising similar instruments adapted to the organizational structures
and needs of the developing countries. For instance, a Hungarian organization
regularly advertises the specialized fields, including the specific require-
merts and conditions, in which domestic enterprises seek co—operation with
foreign firms. Another example in this connexion 18 the creation, also in
Hungarv, of two enterprises to explore potential opportunities for industrial
co-operation and the establishment of relations between the interested
parties as well as to provide assistance and serve as advisers in the

drafting of co-operation contracts.

The accumulated experience of co-operation outlinee ways to the
solution of existing problems as well as the basic directions in which
further improvement and development of industrial co-operation might be
sought. Since the beginning of the 1970s socialist and developing
countries have been actively seeking new approaches, methods and forms of
co-operation in order to maintain a process of a steady and long-term

co-operation.

If industrial co-operation is to develop successfully as an element
of beneficial economic relations between the socialist and developing

countries, it should not proceed all by itself but should be co-ordinated




and guided in mutual interests by respective institutions 1n the partner
countries. In this connexion, a key prerequisite for 1ts expansion and
deepening would seem to be the establishment of long-term contracts
between the central planning bodies of the socialist and the developing
countries. FEfficient interaction between the planning mechanisms of the
partner countries is made difficult by the difference in principles,
character and the role of planning i1n the socialist and developing states
as well as by different economic instruments used 1n the process. Yet the
experience of the CMEA countries' co-operation with larger third world
partners shows that it 18 possible to create a system for co-ordinating
and dovetailing industrial co-operation measur2s on a bilateral basis.
This system includes agreements on co-operation between the central
planning bodies of the partner countries, the setting up of special planning
groups within the framework of mixed commissions for economic, scientific
and technical co—operation, and measures aimed at partial co-ordination of

national economic plans.

In 1973 a co—operation agreement was signed between the State Planning
Committee of the USSR and the Indian Planning Commission. Under this agree-
ment a planning research group was set up within the USSR-India Inter-
governmental (ommission which included representatives of the UGSR Gosplan
and the Indian Planning Commission. The group organizes the exchange of
experience in economic planning and forecasting, studies, the methodology
of the preparation of annual, medium-term and long-term plans and carries
out assessments of projects and programmes. C(ollaboration between the
planning bodies of the USSR and India has made it possible to develop
long-term programmes extending over 10-15 years of co-operation in key

branches of the Indian economy, notably in industry.

'n 1974 an agreement on co-operation in planning was signed between
Ind‘a and Cgechoslovakia. The agreement provides for the establ ishment
of a working group for the exchange of planning experience and the search

for new areas of mutually beneficial co—operation between the two countries.

The same year an agreement was reached on co-operation in planning
between the GDR and Iraq. A planning subcommission set up under the
auspices of the Joint Intergovernmental Commission for Economic, Scientific

and Technical Co-operation studies the practice of economic planning in
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the two rountries with a view to finding possible areas of co-operation
where the greatest benefits can be yielded. '™e subcommission also
studies methods of planning, discusses fundamental i1ssues of short-term,
meuium~term and long-term planning, and organizes exchanges of information.
Its work can contribute to the development of methodological

principles of the co-ordination of economic performance through mutual

nplanning.

T™he growing elements of planning 1n co—operation between socialist and
developing ~ountries and 1ts 1ncreasingly lons-term character are preparing
the eround for partial co-ordination of economic plans of the partner
countries which i1n future 18 likelv to expand i1nto new areas. Te first
steps are already being takem in that direction. In 1975, for example,
“vria and Cgechoslovakia agreed that the basis for their co-operation should be
the Fourth Five-Year Plan of Svria and the Sixth Five-Year Plan of
"zechoslovakia, which presupposes certain measures towards partial ro-
ordination of these plans. ™e joint (zechoslovak-Indian planning proup
has decided that the long-term plans of the partner countries should take
into account measures to co-ordinate industrial development in the two

countries.

The deepening of socialist economic 1ntegration in the NMEA makes 1t
possible to co-ordinate industrial co-oneratinn between socialist and
developing countries on a multilateral basis. As has been noted, the
Comprehensive Programme for Socialist Economir Integration envisages the
possible participation of third countries in mutually advantageous
economic co-operation. The best results in this field could apparently
be achieved if the prospective particivation of interested developing
countries is made known while the sectoral and subsectoral integration
programmes are being determined. It gives the opportunity to conduct co-
operation feasibility studies on the basis of long-term demands for the
respective types of products and to determine measures towards increasing
the output of products and developing international specialization and
complementarity. Tn this respect some opportunities for concerted action
to expand multilateral industrial co-operation are offered by connexion
between industrial organizations in developing countries and specialized

international economic organizations of socialist states. Te Comprehensive



Programme and the status of these organizations form an org .i1zational

and legal basis for this type of international co-operation.

The rreation of elements providing economic links between socialist
and developing countries with a long-term character 1s 1mportant for
expanding stable co-operation. Among these elements, the most 1mportant
are long-term treaties and agreements on co-operation for the period of
1" to 15 years. "™hese agreements came 1nto ex:- tei ¢ at the beginning
of the 1497nNs. 1In 1977, a 15-year agreement on ¢ onomic and techniral
co-operation was si1egned by the 11557 and Tran; in 1773} a 15-vear agreement
on the further development of economic and trade co-operation was ronclu-
ded between the USSR and Indjia; in 1975 a new agreement on economic and
technical co-operation for the period of 10 to 1?2 years was signed by
the USSR and Afghanistan; in 1977 a 10-year agreement was roncluded
between the 1I55R and Turkev. (ther "MEA countries, too, have been
concluding long-term co—operation agreements. Thus, Bulgaria has a
15-year economir, scientific and technical co-operation agreement with
Iran, and Poland has an economic and i1ndustrial co—operation arreement with
Iran for the same period. ™™e realization of such agreements offers addi-
tional opportunities for tackling national economin~ problems on a compre-
hensive long-term basis through partial ro-ordination of the partners,
the increase of co-operation, i1mproved organizational and legal forms and
gradual formation of mutually complementary economic structures. T™he (MEA
countries are prepared to practice more widely the conclusion of long-
term agreements on economic and technical co-operation covering two or

three five-year plan periods.

Another opportunity to increase the time span of co-operation 1is
offered by long-term co-operation programmes. ™e Programme of Tong-Term
Fconomic Co-operation between the 1'33% and Tran adopted in 1976 covers
economic, technical and trade co-operation and is aimed at making wider
use of natural resources and technology of the two countries for a longer
pe-epective, It provides for co-operation in the design, construction
and expansion of industrial and agricultural projects, economic co-operation
in third countries, the building of projects in the Soviet 'Inion on a

/
compensation basis and the development of trade -1- In 1978, the USSR and

1/ Foreign Trade, 1977, No. 12, p. ?4.




India elaborated 10-15 year orogrammes of co-operation 1n key branches
of the economy. These programmes specify the contents of long-term
treaties and agreements on co-operation and provide a sound basis for

1mplementing the envisaged measures.

Sectoral long-term asreements signed by the povernments or the
ministries of socialist and developing countries also serve to complement
general co-operation agreemenis. That form of co-operation has yet to be
adopted on a wide scale, and only a few agreements of this kind have been
signed. Thus, Bulgaria and Tran have a 15-year agreement on co-operation
1n petrochemistry and Romania and folombia have a 10-195 year agreement
on co-operation i1n o011 production. Rroader use »f long-term sectoral
agreements could substantially expand industrial specialization and co-
operation, especially within individual sectors of industry. 1In this
connexion the establishment of sectoral joint commissions and committees
should also be mentioned, usually at the level of ministries. A joint
~ommission has been set up under an agreement on co-operation in the oil
industry concluded between the Ministiry of the Mining and 0il Industry and
teology of Romania and the Ministry of Natural and Fnergy Resources of
Fcuador. The Bulgarian-Indian commission has set up an interministerial
committee for electronics presided over by the heads of the corresponding

ministries.

A system of contracts and proiocols on assistance in the construction
of individual industrial projects has taken shape at the level of foreign
trade and vroduction associations and enterprises. Nowadays, the majority
of contracts are short-term in character and are carried out within one
to two years. If the project to be built is a large industrial enter-
prise, agreements and contracts may be medium—term (about five years)
and even longer. An agreement between Polish industrial construction
organizations and the Ministry of the Engineering Industry of Colombia
on co-operation in the construction of a Polish FIAT assembly
plant had a term of five years (1972—1977).1/ An agreement between
Poland's Centromor and the Algerian national company Société Nationale

1/ CMEA Countries and Latin America, Moscow, 1976, pp. 164, 167.
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de Sidérurgie on co-operation in the building of a shipyard in Algeria
18 for a term of ten yea.ra.l/ There is no doubt that simultaneously,
wity the increase in the number of large projects being constructed in
the developing countries, the number of medium-term and long-term
agreements and contracts at the association and enterprise level will

grow.

Co-operation agreements between associations and enterprises of
the CMEA countries and state and private companies in the developing
states as well as compensation agreements are, as a rule, of medium-
or long-term duration. For example, compei1sation agreements between
the USSR and Guinea (bauxite) and the USSR and Morocco (phosphate) have
a term of 30 yea.rs.g/ Sometimes long-term agreements are concluded
between the organizations of the CMEA and developing countries to set
up mixed companies. A Romanian-Kenyan ccmpany in the mining industry
has been set up for a term of 25 yea.rs.;/ The examples cited show that
such agreements are effective instiruments in rendering a long-term
character to industrial co-operation between socialist and developing

countries.

The development of scientific and technical co-operation in

industry and the transfer of modern techno.ogy could be accelerated by

the establishment of long-term contracts between research, design and
educational organizations of socialist and developing countries. An example
in point is an agreement between the Ministry of Science and Technology
and the Academy of Sciences of the GDR on the one side and the Ministry

of Industrial Development, Science and Technology of India on the other.
Both sides are to carry out joint research in machine-building, elec-
tronics, chemical and pharmaceutical industry and in the introduction of

scientific achievements in production. Permanent working committees have

1/ East-West Commerce, 1972, No. 7, p.6.

2/ USSR and African Countries, Moscow, 1977, p. 187.

é/ Socialist Economic Integration and Co—operation with Developing
Countries, Moscow, 1975, p. 54.




been set up. ‘The conclusion nf long-term agreements between organiza-
ti1ons and ministries conrerned with research and development 1in the
industrial field and the creation of permanent working bodies would seem
to be a good basis for i1ncreasing the role of scienti1fic and technologcal

contacts in 1industrial ro-operation and lending 1t a long-term character.

T™e question of the even distribution of industrial production in the
world looms large 1n the movement for the establishment of a new inter-
national economic order. For a number of vears the "MYA countries in their
relations with the developing states have been contributing to the solution
of this problem by helping these states to build industrial enterprires,
power projects, and agro-industrial complex, to develop transporta-
tion and communication networks and to create a national scientific and
technolopical infrastructure. Te mutual interests of the socialist and
developing countries prompt the need to organize co-operation between them
with a view to forming, in a historically foreseeable nerspective, mutually
complementary structures not only at the sectoral but also at the national
economi~c level. A new aivision of labour, which characterizes their
co-operation, along with the principle of mutual benefit, could
guarantee the specific interests of economically and industrially less

developed partners.

T™he gradual formation of mutually complementary sectoral and national
economic structures is marked by a search for the optimal variants of
the international division of labour in a way that would be most efficient
for both sides. The view has been expressed in the socialist countries
that the gradual shaping of mutuallyv complementary sectoral structures
should proceed on a planned basis, meet the national economic
interests of the partners and form an organic part of their national
economic complexes. Since socialist economies enjoy sustained growth,
the main way to achieve this goal can be the use of the opportunities
offered by industrial co—operation with developing countries. Thus the
growing demand in a particular CMEA country can be covered by industrial
imports under intergovernmental agreements which guarantee fixed volume,
stability and quality of the products manufactured on the basis of

international specialization.
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™e development of i1ndustrial co-operation as well as the pradual
introduction of new methods require the development of relatively new
forms of co-operation. As practical experience has shown, the scope
of industrial co-operation tends to bhroaden, and 1ts definition 18
expanded to include various other asnects of econom«c activitv, cuch as
research, experimental and desipm work, assistance in the production
through the transfer of technology, know-how, manaeerial skills as well
ag in the distribution and marketing of finished product. Tn this

~onnexion industrial co-operation mav take the followins forms:

- Production of equipment and parts on the basis of an agreed
division of labour between the two partners, where the end product
is assembled either by one partner or by both at the same time and
is marketed by the partners either individually or jointly;

- Production of an end-product where one partner uses inputs,
including raw materials, supplied by the other on the basis of
agreed technical specifications;

- Production of finished machines and/or equipment constituting part
of a unit, production line or plant built by ore of the partnerc;

— Joint construction and joint operation of complete plants;

- %ripartite joint ventures where industrial co-operation i1nvolves
enterprises in the developing countries, the socialist countries and

the Western countries.

All these forms of industrial co-operation may, as necessarv, be
associated with the training of industrial techmicians and of research,
planning and desien staff as wel]l as with the direct participation of
engineers and technicians of one partner in the production process of
the other. Needless to say, numerous combinations among these forms are
possible, but experience has shown that the most comprehensive forms are
those related to joint ventures or projects and to various kinds of

tripartite industrial co-operation.

Joint ventures

Since the beginning of the present decade, joint ventures have been
developing on a sufficiently wide scale in relations between socialist
and developing countries. At present,the CMEA countries take part in

more than 100 joint projects in developing countries. In many cases,



the developing countries prefer the establishment of joint ventures,

since they consider the long-term continuous transfer of technology

to be decisive. From this point of view, a joint venture seems to offer
more guarantees than simpler models of industrial co-operation. More-
over, a joint venture also facilitates the procurement of funds for
development. Joint ventures can solve more efficiently the problems

of marketing, since the partner companies also usually create markets

for the products of the joint ventures or can place at the latter’'s
disposal their own sales network. Besides, the Government and enterprise
credits granted to the developing countries can also be utilized more
officiently within the framework of joint ventures, and the adjustment of
industrial sectors between developing and socialist countries can occur
much more in accordance with medium- and long-term economic plans, if
compared with the uncertainties lying hidden in ad hoc business trans-

action practice.

According to the practice hitherto, ventures comprising partners from
two countries have come into existence, with several participants on
either side (with one general contractor for either party). Probably in
the future the co—crdination of the activities of several socialist countries
or several socialist enterprises in the developing countries will become
increasingly important. In joint ventures, consideration should be
given to production, research and development svstems. Tt is a funda-
mental viewpoint that a joint venture should comprise all phases from
research and development through the exploitation and processing of raw
materials to marketing (including transportation and distribution). Tn
many cases neither the know-how nor the technology can actually be
applied directly, without alteration and adaptation to the conditions of
the developing countries, and this adaptation should be carried out by the
joint venture project. ronsequently, a joint venture in a developing
country is always a complex activity; it is supposed to act flexibly and

efficiently ir a system of horizontal and vertical relations.

Although the share of the socialist countriee' participation in the

capital of joint companies varies over a wide range, the most predominant
are companies where socialist partners hold up to 49 per cent of the capital.

The participation of socialist countries in joint production companies



covers a wide spectrum of industries since they try to meet the requests
of the partner countries for co-operation 1n any sector where joint
societies can accelerate national industrial development.l/ T™ey are also
prepared to relinquish their oroperty rights in favour of the partner
country as soon as there 1s no longer a need for the siven enterprise to
rontinue as a joint company. That provision 18 reflected 1n the statutes
of many companies. For example, when the Hungarian-5ri1 lanka company

for the production of electric vacuum instruments /Asian Flectrical and
Mineral Industries 1td.) was set up, it was envisaged that after the
initial five-year period the Hunparian nartner would offer 1ts share of
the rapital for sale to local firms. The mocialist countries contribute
to the capital of a joint company in both money and in kind. In most
rases the socialist countries contribute machines and equipment, technical
documentation, raw and other materials necessary for the functioning of
the society, as well as technical assistance and the transfer of modern

technology.

Tn setting up joint companies in develoning ~ountries, profits are not the
decisive ronsideration for the organizations of the =orialist countries,
althongh they dn, of course, want their foreign onerations to be profitable.
Inlike Western rountries, socialist states do not export their capital to
the developing countries in order to derive profits; the main aim of their
narticipation in joint companies is to support the efforts of the developing
countries to build modern industries. Other important consideretions are to
~reate additional opportunities for expanded trade in industrial equipment,
to adapt to loral conditions and to meet the request of developing countries
to use this particular form of ro-operation. e socialist countries
rereive their share of the profite either in cash or as the nart of the
output of the joint enterprise. T™e enterprise is usually manased on a
parity basis. ‘The participation of the socialist countries' representatives
1n managing a joint enterprise, in drawing up technological programmes and
in production makes it possible to co-ordinate the company's performance

with the general line of industrial co-operation between the two partners.

1/ Joint production companies With the participation of the socialist
countries have been set up in mining, engineering, electriral engineering,
chemical and light industry, building and design, in the transfer of
know-how as well as in agriculture, fishing, banking and transport.
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Joint ventures are rapidly developing in machinery production and
1n metallurgical industries. Joint companies are often engaged 1in the
assembly of machines and equipment based on units and parts supplied by
gocialist countries. For example, le Moped Maroccain, set up by the
Bulgarian (rganization Balkancar and the Moroccan firms Melaun and “eman,
assemble Bulgarian mopeds. 'Te Polish-Nigerian Motor Assembly Co.
assembles cars from parts broughts from »land. Another Polish-Nigerian
company assembles agricultural machinery from units and parts supplied by
Poland. A Czechoslovak-Indian company assembles the Zetor 2011 tractor

/
from (zechoslovak parts .—1’

So far most joint companies have been producing technologically
unsophisticated goods for domestic consumption and for export. 'There 1is
a noticeable trend, however, for these goods to become more sophisticated
and to include machine-tools, power and textile equipment. T™e range of
these branches is constantly expanding. For example, at the meeting of
the Polish-Indian commission in December of 1976 a decision was made to
launch joint ventures in shipbuilding, textile machine-building, the

2/
manufacture of spare parts and units for the motor and tractor industries.—

A number of companies have been set up in the chemical industry, mainly
pharmaceuticals. Since 1971 the Bulgarian-Indiam firm Xureval Ltd. has
been producing gamma globulin and albumin from Indian raw materials. The
Hungarian-Indian Themi “hemi~ 1 "'1., where t' ~ '""proriar Medimrre  ar’
the Tndian ™emi« Piarmace *1-4' - t-ke port, nrod cec vitamim Py. centir s
25-310 per cent of India's demand.é/ Te joint firm Imar-el Chemical

Industry [td. in Nigeria produces vitamin Bq) following Hungarian technology.

In the field of light industry, a number of companies were set up for
leather processing and marketing both in the local and socialist countries'
markets. C(gechoslovakia's Investa and the Iranian firw Mali Shu founded
a mixed leather processing enterprise in Tran. A joint Cgechoslovak-

Uruguyan firm Karasur markets leather goods in Czechoslovakia.

1/ The Peoples of Asia and Africa, 1976, No. 6, p. 13.
2/ NIF Bulletin, New Delhi, 1978, p. 431.
3/ Te Peoples of Asia and Africa, 1976, No. 6, p. 13.




All these enterprises help to transfer modern technology to the

industries of the developing countries and centribute to the training

of local personnel. In the statutes of these joint enterprises,
provision 18 made for the training of skilled workers and specialists

both on the spot and at the industrial enterprises and research institutes
of the socialist countries. For example, Hunpgarian enterprises and
research institutes which play the leading role in establishing joint
industrial companies and engineering consultancy firms in developing
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should make efforts to develop methods of co-ordinating the activities of
Joint companies with the planned economies of the socialist countries, on
the one hand, and the multi-sectoral economies of their partners on the
other. Political and economic instability in some developing countiries,
insufficient knowledge of local conditions, and organizational difficulties
have hindered the work of some 'oint ~rmnan-~: and some of them have even
been liquidated. Neverthcless, the examples mentioned above demonstrate
that given the right choice partners, sufficient business experience
and better knowledge of market as well as the absence of discrimination,
joint ventures may be an eftfective vehicle for industrial co-operation

between socialist and developing countries,

Tripartite co-operation

Intensified co—operation between socialist countries of Eastern
Furope and advanced ~market enon  mie~ hac mvyen rice ta ~ vay oh mrmaron
in industrial co-operation with developing countries. e best illustration
of this can be found 1n the specific case of tripartite industrial co-
operation. By the mid-19708, 109 industrial projects in 32 developing

countries had been implemented or were in the process of implementation,



where the organizations from the CMEA countries and from Western
countries took part. The countries which have displayed the greatest
interest in tripartite co-operation are India and Iraq (1?7 projects
each), Morocco (9), Iran (7), Fgypt (6), Syria and Nigeria (5 each).
The following figures may 1llustrate the growth in tripartite joint
ventures: 130.9 per cent of the total number of tripartite industrial
co-operation contracts were roncluded in the period 1965-70, while /0.5
per rent were concluded in the period 1971-74, with 41.7 per cent of
these 1n 1‘)71—7/1.-1/

The growing scope of tripartite industrial co-operation is the result
of newly emerping convergent incentives which complement existing positive
factors. In the first place, industrialized and developing countries,
being conscious of the need to seek effective interdependence, have already
manifested priority interest in,or developed policy flexibility for, inte-
grating industrial co-operation within the framework of comprehensive

co-operation.

Existing business relationships between Eastern and Western enter-
prises can provide a strong motivation for taking advantage of emerging
opportunities for co-operation in developing countries. Tripartite ro-
operation would seem to be equally profitable with respect to substantive
tenders - which permit a variety of arrangements between partners - in view
of the international competition exerted by a large number of competent
enterprises and the often decisive advantage that lies with a reliable bidder

guaranteeing the shortest period for completion of the work.

Tripartite joint ventures in developing countries could help to maximi ze
the expansion and geographical diversification of export sales according
to the requirements of foreign partners. Firstly, the joint venture could
take full advantage of the fact that socialist enterprises do not incorporate
autonomous restrictive clauses with respect to marketing in third countries.
Secondly, modern outward-looking industrial enterprises have to pay increased
attention to such matters as the analysis of demand, product specifications
and quality of product, dynamic marketing and export promotion, pricing
strategies and after—-sales servicing. Fnterprises in Western countries,

which have long experience in supplying diversified foreign markets, could

1/ TAD/Sem, 15 November 1975, Documents 1-2, pp. 11-12, 15.
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ugsefully contrihute 1n puiding and helping the trinartite joint venture.
‘“hirdlv, the association with a Western partner could also effectively
asa1st, through the established distribution network, 1n marketing the
share of the joint venture's output committed to the Western partner

and or to the world markets and henre secure for the joint venture a
valuable ~ost advantage. meh marketing assistance could, for i1nstance,
be of key 1mportance 1n a decision to install 1n a developing country a
"superplant”, 1.e. an enterprise which techni~ally and economirally can
count on a large,1f not world-scale market. After-sales service 15 of
particular 1mportance in the case of manufactured consumer woods, and
could probably be co-provided, at market! standards, hy the distributors
of the Western partner. ‘onsidering vossible developments over the
medium term, changing conditions on world markets, namely the structural
shi1ft from the traditional situation of acute rompetition among suppliers
to a new situation predominantly characterized by tight supplies, the
opportunity offered to the Western foreign partner of becoming the
exclusive agent for the said exports to Western markets could become a

motivation for participation in a tripartite industrial joint venture.

Another motivation in favour of the tripartite joint venture may be
the opportunity to gain access to the markel of the developing country con-
cerned and possibly to third countries' markets already explored by the
Fastern or the Western partner. f‘onversely, the Western partner might aim
at taking advantage of the bilateral trade agreement between the developing
country where the joint venture is to operate and the socialist country,
particularly if ithe product or products manufactured by the tripartite
joint enterprise are reserved for import exclusively from the developing

countries.

The joint venture operating in the developing country should expect,
wherever appropriate, that a fixed percentage of its output will be
continuously exported on the basis of firm commitments made by the partners
wishing to meet their production requirements or to sell the products
directly or indirectly in their domestic markets. While international
specialization expands the import requirements for those goods, the produc--
tion of which may be progressively reduced, it prevents or discourages

import commitments related to the selected branches of domestic industrial



sertors which specialize simuitaneouslv an the rroduction of the regper-
tive capital equipment, intermediate and finmished manufactures. In thas
rase the tripartite 1oint venture has an interent advantare over
hilateral industrial cn-operation arranpemente, namelv that 1l 1ncreases
the ~ontractual possibilities for a Wester. partner. Mirthermore, the
o1nt venture may ensure the marketing of exuorts throngh eyi1stings joint
ventures abroad where oll or part of the partners have an interest. In
general, such complementary marketing arrarsements strengthen the sonund-
ness of the financial nlan of the enterprise and consequentlv can support
decisiorns - i1ncluding those pertainine to reiated international credit -

to create new 1ndustrial plants 1n the deveioping countries.

0ften modern technology 1is not available under lirencing or other
arranrements. Another bottleneck which can prevent industrial enterprises
in developing countries from importing capital equipment from the socialist
countries of “astern Rurone, or using 1t for export markets, 1s that the
imnorted technologv applied by the socialist country may be subject to
territorial restrictions i1mposed by the original licensor. ™e tripartite
joint venture formula ran make 1t possible to reach satisfactory arrange-
ments with respect to the richt to exnloit the 1industrial nroperty concerned
in the interested developing country as well as 1in other developing
countries or third countries. Furthermore, by providing partners from
industrial-7ed conntries with an opportunity to use and benefit from their
technology, the tripartite joint venture gives the foreign partiners
appropriate motivation and brings the further advantage of a continuous

flow of technological information.

For this last reason, the tripartite joint venture may be particularly i
attractive with respect to industrial products or lines of produrtion which
are subject to rapidly changing technologies, provided that the partners 1
are in a position to ensure a reasonably continuous flow of technological
transfer. large research and development firms generally favour parti-
cipation in joint ventures abroad which are viewed as producers of a
marginal but continuous increment of 1ncome returning on substantial

research and development investments.



™e most nromisirgs form of tripartite ro-operation 1s the 1nvitation
by socialist countries to nartners from Western countries to supply rcertain
tvpes of machinerv and equipment for the rconstru~ticn of individual pro-
jects 1n the Third World countries. For examnle, the ‘oviet “nerromac~hexport
cuppliea a 110, ONO-kWt grenerator for the ‘nstanera power station an Arcentina,
while instruments are to be supplied by the French firm Reily and feed pumns
by the firm KSB from the FRG.~/ Sometimes equipment is supplied jointly by
organizations and firms from several socialist and destern ccuntriec, as in
the case of the ronstruction of iron and steel works in ¥l-Majar ‘Alereria’,
where about 70 Relgian, French and Italian firms take oart. Faquipment for
the 011 refinery built by zechoslovakia's Technoeryport i1n Iraq was partlv
supplied by the 'IS3%, Yugoslavia, United Kingdom, France and Austria. Co-
operation 1n the supply of equipment makes 1t possible to cut the time and
costs of deliveries, and improve the quality and technolomic~al performance

of the equipment supplied.

Sometimes the oreanizations of the socialist countries and the firms
of capitaliet countries co-operate in the building of individual projects
in developing countries by dividineg the work load between them. Some of
the structures in the building of a power complex in Morocco with the
essistance of the Soviet !mion's Ffnergomachexport were designed by
specialized Western firms. A French firm has designed and built industrial
premises in Syria where a lamn fantory has been erected by the Hunparian
organization Tungsram. Poland's Instalexpvort is helning to build several
installations at the oil refinery in the “ongo (Rrazzaville'! on rommission
of the Austrian firm Yoest Alpine and i1n conformity with that firm's
technical dorumentation., This form of trivartite co-operation 1s useful
in speeding up the implementation of a project and improving the quality

of work.

Soci1alist and market—economy countries are beginning to co-operate in
financing the construction of individual projects in the develoning
countries. Te 1358 Bank for Foreign Trade and the consortium of Western
banks headed by the london South American Bank (RNISAY jointly financed

the construction of a power station in Mapivara, Rrazil. “ince part of

——

1/ Foreign Trade, 1977, No. 6, p. 43.




the credits of the [TR's Special Fund are made available 1n convertible

currency, the reciprent develonines country may combine sunnlies from
son1alist countries with those from nanitalist countries, which means that
this Fund mav become useful as an i1nstrument 1n the realization of tri-
partite nrojects. The resources of regonal development banks and of

the o1l exporting countries could also be used 1n tripartite ~o-operation
projerts. Tran, for evamnle, has made aval lable 85 million aredit to
finanre the constru~tion of two textile fantories 1n Afghanistan in which

the Tnviet Terhmachexoport and the Unionmatex from the FRG are also
1 //
taking nart.—

Farly i1nstances can b ited on joint participation of socialist and
Western rountries in sperialization and ro-operation of production with
the developing countries. The Brazilian firm Malves has organized assembly
of tractors from Romanian-made chassis and engines supplied by Mercedes-
Benz from the FRG. Expansion of this type of contacts contributes to the

prowing division of labour among all the participants on a long-term basis,

Various forms of tripartite co-oneration become pradually more and
more intertwined and the number of partiripants has been increasing. For
example, during the construction of two power stations in Argentina the
Soviet 'mion's Fmergomachexport supplied two units, the French firm Beily
supplied 1nstrumentatior and the Deutsche Baekboak and KSB from the FRG
supplied coal dust boilers and feeding pumps respectively, while the whole
project was financed by the consortium of the 11557 Foreign Rank for Foreign
Trade and '™ and Rriti:h hanks., In the expansion of an oil refinery 1n
Tordan rarried out by the Romanian orgamization Industrialexport, licensing
and oil refining know—how were made available by the 1% firm Uhiversal
™M1 Products., e project design was made 1in collaboration with the
British firm Procon, and the ™utch firm Kinetics Technology International
was involved in the turn-key construction of one of the plants. This type cof
tripartite venture makes it possible to use the advantages of rno-operation
in the most comorehensive way and it can be expected to be practiced on

a growincs scale,

A promising form of tripartite co-operation is a special consortium.

1/ Middle East Economic Development, 1977, No. 5, bp. 15.
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The Soviet organization Fnergomachexport, the Hungarian Transelectiro,
the Moroccan STRA and EVT from the FRG set up a consortium to take

part in bidding to build power projects in Morocco. Polimpex (Poland),
Siemens (FRG) and Uhde (Morocco) formed a consortium to assist in the
development of the chemical 1ndustry in Morocco, while Budimex (Poland ),
krupp (FRG) and Kobar (Iran) set up a consortium for co-operation 1n
Iran's oil industry. Such consortia help !~ maintain constant links |
between partners and contribute to deeper specialization among them. |
For instance, in the above—mentioned consortium in Iran the Polish side

specializes in erection, the Iranian side in earth-mov.ng and construc-

tion, while the machinery and equipment are supplied from the Federal

Republic of Germany.

There are some 1netances of tripartite joint ventures in which firms
from socialist, Western and developing countries take oart 1in the shareholding.
An example 1n point 18 a Hungarian-Migerian-iwiss pharmaceutical company :
where Hungarian and Nigerian sides hold 40 per rent of the shares each and

the Swiss side ?0 per cent.

Most of the tripartite co-operation projects at present are in the
manufacturing and power industries. 1In view of the serious energy and raw
materials problems and the great rost of orojects in these sectors, 1t 1s
worth studying the question of the most feasible forms of tripartite co-
operation in the extraction and processing of fuel and raw materials,
including tripartite compensation agreement:. For the future, tripartite
ro-operation could also be used 1n the building of resmonal 1ndustrial
projects as the part of economic integration schemes of the developing

counuwries,

Promotion of the tripartite form of joint ventures requires harmoni-
aation of industrial co-operation methods applied by enternrises 1n the
socialist and the developed market economy countries with those of enter
prises in the developing countries. As more tripartite joint ventures are
formed and put into operation, precedents will be established that will
help to define and develop terms and conditions for joint ventures. Intal

this nhase is reached, it is important that every variable 18 clearly

defined, nepotiated and included in the tripartite contract. The reward




of prior ~areful consideration of all foreseeable operational asperts
will be the =ssurance that, by mnimzing mismivinegs, the reputation of
this relatively new form of international industrial ro-operation will

reflect 1ts objective merits,

A substantial role 1n promoting tripartite i1ndustrial co-operation
ran be nlayed by the Imited Nations Industrial Nevelopnient Organization,

in particular through 1t8 system of consultations.

Industrial consultations

The system of crnsultations on industrial sectors was egtablished
by UNINO 1n 397H6. Since then some of the Furopean socrialist countries,
1n particular Bulgaria, Czechoslovakia, Mungary, Poland and Romania,
have been taking nart in these consultations. The delegations from
Poland participated in all the ~onsultations concerning iron and steel,
fertilizers, leather industry and vesetable o1ls. "™ring these meetings
Polish delegations approached the developing countries with the offers of
co-operation, indicating specific fields where Poland’'s experience might
be of use to the developing countries. One of the offers was presented
In the course of Innsbruck consultation on the leather industrv. Polish
experts also participated i1n the preparation of IINI"O doruments concerning
the iron and steel industry. A paper on coking coal, which constitutes
an important basis for the second consultation meeting on iron and steel,

was prepared.

Hungary, represented by the Hungarian Research Institute for Tron
Industry and by Metalimpex, also participated in the ronsultations on iron
and steel; the Hungarian ™sign Office for the Chemical Industry and Agro-
1mpex parti~ipated in the consultation on fertilizers. The purpose of
these meetings was primarily to get acquainted with both global problems
and the industrial and commercial specialists of the respective branch
and not to conclude concrete co-—operation agreements. Consequently,
no such results were achieved as would show a concrete number

of co—operation deals concluded: the actual establishment of co-

operation is obviouely a much more complicated and time-consuming process.
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The consultations held under the aegis of UNIDO up to now have no
doubt brought about a certain positive effect. The countries which
participated in the meetings consider the system of consultations a
measure for modifying the performance of the market mechanisms and a
new and promising tool for broadening international co-operation. The
system of consultatione could help to share experience among countries
and to provide governments with guidance regarding their plans, programmes
and policies for the long-term development of industry. Industirial
consultations should also help to identify various possible solutions
applicable to specific sectors, which later might be covered by bilateral
agreements. In global terms, 1t might be considered an instrument for
rationalizating i1ndustrial growth process and realizing the developing
countries' aspirations towards increasing their share in world industrial
production. The system of consultations may constitute a useful mechanism
for promoting industrial co-operation among countries at different levels
of development and with different economic profiles. This system, however,
may tend towards the proliferation of conferences, meetings of experis
and working groups. It might turn the newly created forms of information
exchange into a costly and rather premature search for a multilateral
system of undertaking decisions upon questions within the competence of
individual governments. The induetrial consultations system should
develop in the direction laid out in the Lima Declaration, towards the
intensification of information exchange concerning the growth of supply
and demand, accessibility o production elements, their costs, possibility
and conditions of investment, investment tendencies, staff education, etc.
Within the system of consultations, support should be given to the activities |
aiming at the expansion of information, planning and forecasts in order
to facilitate decision-making disposition centres in particular countries

in respect of industrial co-operation with other countries.

At the same time, it is worth taking into account that at the consul-
tations held hitherto, not every CMEA country which may have interests in
co-operation has been represented. Therefore, it is necessary in the
interest of later consultations to improve information so as to involve
countries in the preparatory work and permit the participation in the

consultations of responsible industrial organisations which are well
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prepared and ready to take up definite positions. It will undoubtedly
help industrial consultations to become a permanent forum for regular
and useful contacts and dialogue between industrial circles and experts
from developing countries, socialist countries and developed market-

economy countries.

-t
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Chapter VI

METHODS OF AND PROCEDURES FOR IDENTIFYING MUTUAL INTEREST

AND BENEFITS OF CO-OPERATION

A general basis for identifying mutual benefits derived from industrial
co-operation between developing and socialist countries 1s provided by the
fact that the two groups of countries have identical or similar interests
in the main areas of economic and industrial development. An important
factor is the readiness of socialist countries to help the developing states
to overcome their backwardnees, to speed the rate of economic growth and to

create modern industry.

Although the interes® of the two groups of countries do not ~onflict,
industrial co-operation between them remains a complex social, economic and
technological phenomenon, and as such it can be correctly assessed, if only
all the needs of the participants are taken into account. The comprehensive
character of co-operation and the need to meet the interests of every
participant make it highly unlikely that a single universal criterion could
be found to identify areas of mutual interest and to assess the effective-

ness of measures being carried out or planned.

In identifying trende and objects of industrial co-operation, it woula
be useful to divide it into two spheres. 1If its aim is to build an
industrial enterprise or group of enterprises intended exclusively for
meeting the domestic demands of a developing country, it is in effect a

"one shot" operat.on which does not do much to stimulate the stable division

of labour between the partners. This does not mean, however, that such projects

should be abandoned, since they help developing countries to pursue a policy
of substituting imports with domestic production. Industrial co-operation
of this kind was more typical of the early period of the establishment of
relations in the 19508 and mid-1960s.

Since the second half of the 1960s there has been a growing trend
towards co-overation in bduilding industrial enterprises geared not only




to meeting domestic requirements but also to exports, ir.lua."ng those to

the partner country. This model of co—operation is fevoured botn by the
general rise in the industrial level of a number of third world countries,
which are adopting an export-oriented strategy of industrial development,
and by the growing demand of the socialist countries for certain types of
raw materials, fuel and manufactured goods. This trend of co-operation
offers a greater stimulus for a stable division of labour and, most
importantly, spreads it from an inter-sectoral to an intra-sectoral level.
Because interests in this area coincide, this trend of industrial co-

operation can be expected to develop rapidly.

In the light of the aforementioned, when organizing production co-
operation both sides need to determine an optimal balance between enterprises
built to satisfy domestic demands and export-oriented industries. The CMEA
countries believe that co-operation should lead to the creation of an
industrial export sector that is not an enclave, but an organic part of

the economic complex of a developing country formed on a modern basis.

In organizing industrial co-operation, the parties concerned face the
need to evaluate its impact on their national economies. Economic bene-
fits resulting from involvement in industrial co-operation are many-sided.
They are not limited to the effects in a given branch of co-operation,
and hence it is difficult to express all the benefits in quantitative
terms. Nevertheless, there are some general guidelines which can be of

some use in this respect.

Ev ry component part of economic efficiency (economy in investments,
reduction of production costs resulting from the growing volume of output,
stc.) initiates a whole chain of benefits beyond the ephere of external
economic activities. PMor instance, by buying (or receiving in the form of
foreign technical aid) new technology for producing synthetic fibres, a
developing country oounte on some important potential side-effects in
addition to the direct bemefits of such a tramsaction. New techmology,
if properly used, will etimulate the growth of efficieacy in textile,
ehoe, tyre and some other industriee comsuming symthetic fibres, amd
improve the quality of artiocles amd their durabdility. These effects are
usually attributed to the givem industry, bdut their appearsmoe has to a
greater exteat come about as a result of ocomcrete external o:nao-io
relatioas.



-8y -

The impact of external factors on the economy grows with the expan-
sion of foreipn trade, more active participation 1n the 1nternational
division of labour and growing 1nternational produrticn specialization and
co—operation. 'Inder such conditions the hest results 1n enhancing the
efficiency of 1industrial ~o-operation om both sides can be achieved 1f the
partners jointly work ont and co-ordinate a set of measures aimed at

expanding this co-operation and 1ncreasing i1tes efficienny for each participant.

T™e mechanism of identifying mutual interests and assessing the effecrtive-
ness of industrial ro-operation on a bilateral basis has on the whole been
formed and is functioning successfully. It comprises meetings of the heads
of state and government, a system of ~onsultations at various levels, inter-
governmental agreements and intergovernmental commissions for economir and
scientific and technical co-operation, inter-departmental agreements, contracts
among planning organizations, and co-operation at the level of enterprises,
research and design institutes. These provide an organizational framework
for determining both the areas of co-operation and concrete measures for 1ts im-
plementation. The most likely trend in the inprovement of this mechanism in the
CMEA countries would seem to be the increased role of sectoral ministries,
industrial associations and major enterprises in preparing suggestions on
ways to expand international co-overation, including developing countries.
Active participation of the immediate producers in all stages of the preparation,
assessment and realization of industrial co-operation projects would contribute
to the growth of its volume and would expedite the search for optimal solutions
and help to constantly improve the economic mechaniems, especially at the

micro-level.

The mechanisms governing multilateral industrial co-operation are not
yot sufficisntly ramified and are still at the initial stage. It needs to
be expanded and improved if it is to become an efficient instrument in the
search and assessment of areas of mutual interest on a multilateral basis
and in the development of multilateral forms of industrial co—operation.

It should be bormne in mind that a complex mechamisa of international
induetrial co—operation cem hardly be created speculatively without
thorough study of the real needs and potemntiale of the sides. It ced
evolve grecually as prerequisites for it ripsm im both groupe of countries.



Tie evaluation of mutual interest as well as of the efficiency of

1ndustrial co-operation 18 connected with a number of difficulties. The
main reason 18 the imperfection of the mechanism for calculating costs
and effects. As far as co-operation between the socialist and the
developing countries 18 concerned, one can add to the common difficulties
1n assessing efficiency those caused by the differences in the systems

of evaluation in the gwo groups of countries. For this reason, when
attempting to estimate the efficiency of certain activities 1n the field
of industrial co-operation, sometimes, as practice indicates, there may
arise situations where mutual benefit is insufficiently proved, mainly due
to the difference in approach and criteria applied in estimating the
efficiency. Given the prevailing socio-economic and organizational-
institutional etructures, this is inevitable. This difference has strong
influence on the possibility of obtaining consistent evaluation. The
substitution of the economy-wide macro-approach for the approach of the
individual firm is a typical example of difference in the system of

evaluation.

The existing conditions, including the reasons for co-operation,
make it necessary for each party to estimate the eventual efficiency of its
participation in the various alternatives of industrial co-operation
anticipated by using methods for efficiency evaluation adopted in the
country. Obviously, the effect for one country will be influenced by
benefits accruing to the other country (credit conditionms, scientific
and technical aseietance, offering favourable prices to the imports of
industrial articles from developing countries with a lower technical level,
etc ) Tis circumstance expreeeee directly the nature of co-operation
between the eocialist ard the developing countriee; moreover, it explaine
how unreasonable it is to eeek and estimate efficiency totally for the
participante in a given project, prior to chooeing a variant of a decision
which maximises the total effect of theee activitiee.

The general! advantagee of co-operation between the two groups of
countriee may be coneidered im the light of the following aspecte: the
first aspect mainly comoerns the etructural amd qualitative influemce
which ecomomic - amd partiocularly iandustrial - co-operation mey have om
the implementation of econcmic development plams. The coriteriom applied



R g

- By -

should be the degree to which the targets of the current and long-term

economic plans are affected. The second aspect is mostly connected with

the economizing effect provided by this co-operation while solving ths
complsx of economic and social objectives. This leads to the conclusion
that mutual benefit is to be considered within a broader context than
efficiency. Efficiency is a main component of the notion of mutual bsnefit.
This also requires the respective estimation of efficiency (such as mutual
benefit, not only with direct indicators, but alsuv with indirect ones,

which msasure "the effect" on a macro-economic scale).

Te obvious advantage of this approach is that the criteria for
evaluation of the economic benefit i1n this case are not the interests of
the individual ecomomic unit, but of the national economy as a whole, and
not only current but also lasting interests. From the standpoint of
the production unit, the approach mainly takes into account the immediate
effect and does not take into consideration the indirect, supplementary,
structural and other effects, many of which cannot be directly measured
in quantitative terms. However, owing to their great importance to the
national economy, they represent substantial components of the total

benefits accruing.

As far as the elements of the evaluation mechanism are concerned,
foreign trade prices, credit and credit conditions, delivery terms for
goods and equipment, customs duties, prefsrential conditions, etc. are
of primary importance. Practice has shown that all these instruments are
used in a way which promotes the fulfilment of the objectives of this
co-operation, firstly on the part of the interests of the developing
countries. In the price, credit, foreign sxchange, financial and trade
conditions, under which industrial co-operation between the developing
and socialist countries is carrisd out, the new type of foreign economic

relations created by socialism as sn sconomic system is sxpressed.

The choire of co-operation variants based on sutual economic
advantage for the partners presumes that advantage is taken of evaluation
methods, criteria amd indicators, which may p.ovide a reliable assessment
of the sfficiency from the standpoint both of the national economy as a
whols and the individual enterprises. In this coanexion, the evaluation
of the sfficiency of industrial co-operation betweem socialist amnd

—
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developing countries should take the following basic points into

consideration:

(a) The contents and criteria of the efficiency of foreign economic
relations, including industrial co-operation, are identical with those
of social production: the increase of GDP per labour unit and decrease

of total costs.

(b) Efficiency of industrial co-operation, as well as of economic
co-operation in general, cannot be assessed by a single indicator, since
any kind of undertaking in this area gives rise to various effects -~
direct and indirect, in value and in kind, current and long-term,

micro- and macro-economic, as well as structural. A system of indicators
is required which will reflect adequately the influence of co-operation
on production in general, on its efficiency, structure and rates of growth.
But the establishment of such a system depends on the solution of some
methodological problems, since many of the effects cannot be measured
quantitatively. At the same time, they may be of decisive importance to
the final total evaluation (typical in this respect is the lomg-terw
struotural effect).

(c) Whben evaluating efficiency of industrial co-operation in developing
countries, priority should be given to the following additiomal factors:

- Setting up new limes of production or industrial bramches;

- Rate of industrial development as one of the ocompomemts of the overall
scomomic and social development;

- Baising the techmical amd techmological level of prodwctiom;

- Feplacing imported goods with local products ead, im this relatiom,
their impact on trade aad paymsate balamoes;

- Promoting the export-oriemted sector amd incressiag eEport resourocee,

- Inoreasing the sowurces of cepital accusmlation;

- Imcreesiag employmeat, imoreasing the skill of the labewr feroe;

- Scales and intemsity of adsorption of the msturel resewrces ia the
ecomomic turaoveri

- lLeag-terw structural iaflweace of the activities cerried out.

Mot of these indicators asesse effects whioch are direstly related to the

Moﬂm.wum«mm«mnlum
tivity end increese ia the satiomal imcems.




(d) The measurement methods (for both costs and effects) should be

based on the macro-economic approach, when evaluating efficiency. This
requirement 18 of particular importance to the developing countries,
since industrial co-operation can contribute, to a maximum degree, to the
fulfilment of the strategic targets of the economic development of the
developing countries, if 1t is assessed consistently. The policy of
intensive structural changes and balanced development of the economy
presume a macro-economic approach towards the solution of relevant
questions, including those in the field of foreign ecomomic relations,
when selecting variants of co-operation. It is natural that the

national economy's efficiency encompasses the efficiency of individual
projects, but the evaluation of the final total result 18 arrived at by
taking into account a number of additional effects that remain beyond

the scope of the criteria used in the micro—economic approach. It is

the national economy's macro-approach which corresponds to tfr. above
global criteria of the economic benefits, derived by developing countries
from industrial co-operation with the socialist states. This co-operationm,
be it individual or gemeral, should contribute to the implementation of

the long-term economic strategy for industrialisation.

In the countries where centralised planning is used, the centralized
determination of the etructural pattern in the national economy favours
the comeietent application of the national economy approach in elaborating
induetrial co-operation and in the evaluation of the global effect from
a given variant. With thie sort of approach, it ie not very difficult
to fimd out the sutual bemefit for the contracting eidee, eince the
besie for eetimatiom imcorporatee a good deal of various effecte,
iafluemces, etc., most of which are not takem into comeideratiom in the
micro-economic agproach.

The conditiome, the nsture and the motives governing industrial
co-operation between the socialiet amd developing countries presuppose
o eutemony of evaluation (both eides evaluate their owm efficiency),
asde on the basie of the evaluation adopted in tae respective coumtriee.
Brvaluations thus ebtaized are takem into acoownt by the ocatrecting
perties ubhen preparing sn agreeamt. Thaey are used as summary criteria
for the ccememic hemefite for the comtracting parties im specifying
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the final variants of decisions for activities related to industrial
co-operation. Practice shows that the agreement on mutually
beneficial variants of co-—operation encounters fewer problems when
the evaluation of the efficiency of a proposed variant is made on a

sufficiently broad basis.
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Agreemer.t

on Cooperation between the uuncal

for Mutual hceonomic Assistance and the Republic of "ray

The Council for Mutual bLconomic Assistance and the Hepublic of lrayg,

cunsidering their mutual desire tou deepen international labour divisiun
between the UMuA member-—countries and the hepublic of lraq,

Seeking to promote multilateral econumic, scientific and technolopgical
couperatiun between the Mk’ member -countries and the nepublic of Iraj based
on the principles of equality, mutual benefit and non-interference 1in each
other's affairs,

Convinced that the development of such cooperation would contribute
towards accelerating economic, scientific and technolougical progress in the
CMEA member-countries and the Hepublic of lraq and the attainment of the
goals set by the United Nations Charter,

Taking into account the provisions of the tharter of the Council for
Mutual Economic Assistance confirming the readiness of the CVFKA member-
countries to develup economic relations with other countries,

have agreed as follows:
Article 1

1. The objective of the present Agreement is to promote multilateral
economic, scientific and technical cooperation between the member-—countries

of the touncil for NMutual Economic Assistance and the Republic of Traq.

¢. tooperation under the prerent Apreement will be carried out on
questions of mutual interest to the (McA member—countries and the Republic

of lraq i1n diverse fields of economy, science and technology.
Article ¢

1. A Mixed Commission of the Council for Mutual kconomic Assistance
and the Republic of lraq, hereinafter referred to as the Mixed Commission,
shall be set up for the purpose of systematic study of the possibilities
of multilateral economic, scientific and technological cooperation referred

to an Article 1 of the present Agreement.

2. The Mixed “ommiesion shall be composed of representatives of the

CMEA member-countries appointed by the corresponding bodies uf those










s s
.
O

L

22 s ne




_90..

countries and representatives of the Republic of Trag appointed by its

corresponding bodies.
Article 3

1. For the purpose of discharging its tasks the Mixed Commission
may make recommendations to the CMEA member-countries and the Republic of
Iraj un juestions of economic, scientific and technological cooperation

and take decisions on organizational and prccedural matters of its work.

Z. "he Mixed Cummission adopts its recommendations and decisions
with the consent of the interested UM:A member-countries and the Republic

of lrag.

3. The recommendations of the Mixed Commission adopted by the
interested CMEA member-countries and the Republic of Irag shall be
implemented by multilateral and bilateral agreements that will be concluded
between themselves, their bodies, organizations and institutions or in

wccordance with some other mutually agreed procedure.
Article 4

The CMEA member—countries and the Republic of Trang shall render the
necessary assisance to the Mixed (ommission in its work and submit to the
Mixed Commission material and information necessary for the discharge of

its tasks, subiject to agreement within the framework of the Mixed Commission.
Article 5

The Mixed Commission shall perform its functions in accordance with

the Rules, which form an integral part of the present Agreement.
Article 6

The provisions of the present Agreement shall not affect the
obligations of the CMEA member-countries and the Republic of Iraq stemming
from their membership in international, including regional, organizations
and from international agreements signed by these countries and the Council

for Mutual Economic Assistance.
Article 7

The present Agreement shall not prevent any of the CMEA member-countries
or the Republic of Iraq from having direct contacts and signing between

them bilateral agreements in the field of economy, science and technology

outside the framework of the present Agreement.
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Article 8

Juestions that may arise in connection with the implementation of
the present Agreement shall be settled through negotiations between the
representatives of the Council for Mutual Economic Assistance and the
Republic of Trag.

Article 9

Ls experience is gained and multilateral cooperation expanded and
deepened between the CMEA member—countries and the Republic of Iraq,
measures shall be taken to furtner improve and develop the organizational

forms, ways and methods of this cooperation.
Article 10

1. Following its approval by the CMEA men ber—countries, the present
Agreement is subject to endorsement by the Council for Mutual Economic

Assistance and the Republic of Traq.

The Agreement shall come into force on the day instruments of its

endorsement are exchanged.

2. 3ubject to mutual agreement between the Council for Mutual
Fconomic Assistance and the Republic of Iraq, the present Agreement,
including the Rules for the Mixed Commission, may be amended or supple-
mented in accordance with the procedure stipulated in Paragraph 1 of the

present Article.
Article 11

1. The term of this Agreement is unlimited, with each Contracting
Party, however, being able to cancel the Agreement with notification of

other Conctracting Party at least six months in advance.

2. The withdrawal from the present Agreement by any of the Contracting
Parties shall not affect the righte and obligations flowing from the
agreements concluded between the CMEA member —countries and the Republic of
Irag, their bodies, organizations and istitutions in accordance with

Paragraph 3, Article 3 of the present Agreement.

Done at Moscow on 4th July, 1975 in two original copies, in the Russian

and Arabic languages, both texts being equally authentic.

For the Council for For the Republic of Traq

Mutual Economic Assintan.e

/s ignatures !
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to the Agreement on Coopera-
tion between the founcil for
Yutual kconomic Assistance
and the Republic of Traj of
July 4, 1975

RULLS
ror the Mixed Commission of the Council for Mutual

mconomic Assistance and the Republic of Iraq

The present Hules have been prepared on the basis of Article 2 of the
Agreement on Cooperation between the Council for Mutual Lconomic Assistance

and the Hepublic of Iraj of July 4, 1975 and is an integral part thereof.

1. Composition
The Mixed “ommission shall be composed of representatives of the CNEA
member—countries appointed by the corresponding bodies of these countries,

and the representatives of the Republic of Iraq appointed by its corresponding

bodies.

1I. Functions and Powers

1. The Mixed ¢ommission shall perform the following functions:

a) study the possibilities for promoting multilateral economic,
scientific and technological cooperation between the CM:A member-countries
and the Hepublic of Iraq in diverse areas of economy, science and technology,
in the first place in o0il and gas industry,chemical industry, including
petrochemical, agriculture and foreign trade and develop measures to further

such cooperation and contribute to their implementation;

b) identify and consider questions of multilateral economic, scientific
and technical cooperation of mutual interest for the CMEA member-couniries

and the Hepublic of Iraq;

c) organize the preparation of multilateral agreements on economic,
scientific and technical cooperation between the interested CMEA member-
countries and the Republic of Iraq, their bodies, organizations and

institutions;

d) consider the results of the fulfilment by the CMEA member—countries
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and the Republic of Iraq of the Commission's recommendations they have
adopted as well as multilateral agreements concluded on the Commission

recommendat ion;

e) contribute to the arrangement of mutual consultatidns and
exchange of information between the CM:A member—countries and the Hepublic
of Iraq on economic policy and other questions of multilateral economic,

scientific and technological cooperation presenting mutual interest;

f, carry out any oither activities necessar for the realization of
y Y y

the Agreement of July 4, 1975.

2. The Mixed Commission is empowered to make recommendations to the
CMsA member-countries and the Republic of Irag on questions of economic,
scientific and technological cooperation and make decisions on organizational

and procedural matters of its work.

3. To further fulfilment of its tasks, the Mixed Commission may set

up permanent and provisional working bodies.

I11. Hecommendations and Decisions

The Mixed Commission shall make its recommendations and decisions
with the consent of the interested CMEA member-countries and the Republic
of Irag. Trese shall not apply to CM:A member—countries which have
declared that there are not interested in a given question. kach of
these countries may, however, subsequently accede to the recommendat ions
and decisions made by the interested CMEA member—countr'es and the Republic

of Traq on terms to be agreed with them.

2. The representatives of the CMEA member—countries and the Republic
of Trag submit the recommendations adopted by it to the competent bodies
in their respective countries for examination and shall notify each other
of the results of such examination sixty days after the signing of the
minutes of the Mixed Commission meeting Such notification shall be carried

out through the Secretaries of the Contracting Parties appointed by them in

accordance with Paragraph 8, Section IV of the present Rules.

The Mixed Commission may, if necessary, set some other time limit

within which the CMEA member-countries and the Republic of lraq shall

notify each other of the results of the examination of a given recommendation.
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3. The recommendations of the Mixed Commission adopted oy the
interested CMEA member—countries and the Republic of Iraq shall be
implemented in accordance with Paragraph 3, Article 3 of the Agreement

of July 4’ 1975-

4. The decisions of the Mixed Commission shall become effective
unless it specifies otherwise, on the day on which the minutes of the

meeting are signed.

5. The recommendations and decisions made by the Mixed Commission
are entered into the minutes of the Commission meetings signed by the

representatives of the CMEA member—countries and the Republic of lIraq.

IV. Procedures

1. The Mixed Commission shall adopt its work sahedule for a
period of at least one year. In doing so, the Mixed Commission shall
determine priorities of the issues on the work schedule and the amount
of and deadlines for the necessary materials to ve supplied by the CMEA

member-countries and the Republic of Iraq.

2. The Mixed Commission shall meet as required but not less than
once a year. The year shall be counted as twelve months since the

Agreement comes into force.

The date and venue of the next meeting are fixed by the Mixed

Commission at its preceding meeting.

when riecessary, by mutual agreement between the Contracting Parties,

and extraordinary meeting of the Mixed Commission may be called.

3. The meetings of the Mixed Commission shall be chaired alternately
by a representative of a CMEA member—country and a representative of the

L Republic of Iraq.

4. The meetings of the Mixed Commission shall be attended by the
Secretary of the Council for Mutual Economic Assistance or by another

official of the CMEA authorized by the CMEA Secretary.

5. Meetings of the Mixed Commission may be attended, at its

invitation, by representatives of the CMEA bodies and other international




organizations of the CMhA member—countries that have contractual

relations with the CMEA.

. A country participating in the work of the CMuA bodies under
an agreement between the CM.A and that country, may participate in the
work of the Mixed vommission on the terms iaid down by the Commission

subject to agreement with the given country.

1. ror the meetings of the Mixed “ommission t« be valid, it 18
required that they be attended by representatives of all the interested

CMEA member-countris and a representative of the Republic of Irag.

8. Arrangements for the meetings of the Mixed Commission and its
working bodies, the supply of materials for such meetings, the preparat ion
of the programs for the Mixed Commission work and the discharge of any
other functions of organizational nature linked with the Commission's
activity shall be carried out by the Secretaries appointed by each
Contracting Party. For the purpose of performing these duties both

gsecretaries shall maintain continuous contact with each other.

3. The official languages of the Mixed Commission shall be the
languages of the CMEA member—countries and the Arabic language and the

working languages shall be Russian and Arabic.

10. The expenses of a participant in the meetings of the Mixed
Commission and its working bodies shall be paid by tne country which sends
its representatives to the meeting. When the Mixed Commission or its working
bodies are meeting outside the CMEA premises, the host country shall make
available the premises as well as technical and other facilities necessary

for the said meetings and shall meet the expenses involved.

an,; other expenses incurred in implementing the Agreement of
August 4, 1975, shall be met by the Council for Mutual Economic Assistance
and the Republic of Iraq. The CMEA and the Republic of Traq shall agree

upon their respective share in such expenses.

/Signatures/
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Typical text of an Agreement on

tbconomic, Scientific and Technological Cooperation

concluded by Bulgaria

The Government of the People's Hepublic of Bulgaria and the Government
Of werereeeniraoeenanns animated by the desire of strengthening and further
promoting the friendly relations of the people of their countries on the
basis of mutual respect of the sovereigntv, independence, territorial

integrity and non-intervention in their internal affairs;

Noting with satisfaction the successful cooperation established between

their two countries;

Desiring to strengthen their economic, industrial, scientific and

technological co-operation to their mutual advantage;

Recognizing the usefulness of long-term agreements capable of creating
the basis of a stable economic, industrial, scientific and technological

cooperation;
Have agreed as follows:
ARTICLE 1

The Contracting Parties shall continue to encourage cooperation in the
economic, industrial, scientific and technological fields on the basis of

mutual advantage.
ARTICLE 2

The Contracting Parties shall encourage and facilitate the participation
of their respective organisations, enterprises and firms in the implementation

and execution of existing and future development plans, programs and projects.
ARTICLE 3

The Contracting Parties shall determine by mutual agreement the fields
of activity in which such co-operation is desired to be extended, taking
into account their requirements in raw materials, equipment, technology

and man-power resources.
ARTICLE 4

Cooperat ion within the scope of the present Agreement shall include:




a) engineering, mutual deliveries and setting up of industrial
plants or individual equipment, extension and modernization of industrial
enterprises;

b) specialization and industrial cooperation in the field of production
with a view to increasing their trade exchange;

c) joint financing, by long-term arrangements, of Government and other
development plans and projects;

d) exchange of patents, licences, know-how, scientific and technological
information;

e) cooperation in the fields of tourism, sea and air transpcrt;

f) exchange of technical experts;

g) cooperation in the field of agriculture;

h) promotion of trade by way of increasing the exports of their
country in accordance with the Trade Agreements in force;

i) other forms of economic cooperation.

ARTICLE 5
For the realisation of the cooperation under this Agreement and
subject to the laws and regulations in force in their respective countries,
the Contracting Parties shall encourage the conclusion of agreements and
contracts between the economic organisations, institutions, enterprises
and firms of their countries, by providing the necessary facilities for

this purpose.
ARTICLE 6

The Contracting Parties shall establish, by mutual agreement, a
permanent Intergovernmental Commission on economic, scientific and technolog-
ical cooperation for the purpose of supervising the implementation of this
Agreement and of contributing to the further development of economic
cooperation, making periodical reviews of progress in the field of co-
operation. To this end, the Commission shall prepare long-~term programmes
for the development of mutually advantageous economic, scientific,
technological and industrial cooperation. These programmes shall be

agreed each year.

The Commission shall comprise a Bulgarian and a ............. part,
designated by the respective Governments. The Chairman of the two parts
shall be on a ministerial level. The Commission shall adopt its own Rules

of Procedure regarding its work.
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ARTICLE

Payments proceeding from the co-operation provided for in this .
Agreement, shall be effected in accordance with the legal regulations
in force in the two countries and shall comply with the provisions of the .

Long-term Trade and Payments Agreement between the two countries.
ARTICLE 8

The provisions of this Agreement shall not affect the rights and
obligations of the Contracting Parties resulting from other international

agreements already concluded.

ARTICLE 9

Any amendment or addition to this Agreement shall be made through

an agreement in writing between the two Contracting Parties.
ARTICLE 10

The present Agreement shall enter into force on the day of receipt
of the second of the noies to be exchanged, by which the Contracting
Parties shall inform each other that it has been approved by their
Governments in accordance with their respective legal requirements. The
Agreement shall remain in force for a period of ten years. Thereafter it
shall continue in force unless denounced by either Party by a six months'

notice in writing.

When this Agreement ceases to be in force the validity of any
contract or agreement concluded under the provisions of this Agreement

shall continue until such contract or agreement is fully discharged.

DONE at ..ot eeeseeesOnl ceveenesees in two
original copies in the Bulgarian and snglish languages, both texts being

equally authentic.

FOR THF GOVERNMENT OF THE FOR THE GOVERNMENT OF
PEOPLE'S REPUBLTC OF BULGARTA: Cectecresarranessnrne
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Typical text of an Agreement

on Scientific and Technical Cooperation

concluded by Hungary

The Government of the Hungarian People's Republic and the Government
of the .....vvvevivnnnn «...y desirous of developing and strengthening
cooperation between the two countries on the basis of the generally
recognized principles of international law and of promoting scientific
and technical cooperation on the basis of the principles of souvereignty
and national independence, equality af rights, non-interference in

internal affairs, and mutual benefit, have agreed as follows:

ARTI CLE 1

The Government of the Hungarian People's Republic and the Government
of the ....c.ec0veveeeeeeeesy, hereinafter called the Contracting Parties,
undertake to make every effort to promote the further development and

diversification of scientific and technical cooperation between them.
ARTICLE 2

The Contracting Parties agree to cooperate in the fields of geology
and mining, in particular open-cast mining, development of electirical
power systems, road consiruction, engineering, industrial development,
agriculture and forestry, electrical engineering, electronics, communications,

education, health and other fields of mutual interest.
ARTICLE 3

The Contracting Parties, in order to achieve the objective set out
in Article 1, consider the following forms of scientific and technical

cooperation desirables

1/ Undertaking of feasibility studies and economic and technical research,
supply of plans and documentation, as well as granting of the necessary
technical assistance including assignments or exchange of experts,
technicians and instructors, and advisers sent by either Contracting
Party to the other couniry for implementing the presen' Agreement and

specific additional arrangements shall enjoy in the other country facilities

which are not less favourable than those granted to experts of other
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countries, in accordance with the laws and regulations in force

in the other country;

2/ bxchange of economic and technical information considered useful
for implementing the present Agreement including the purchase and A

transfer of technology;

3’ Training of nationals of either country in enterprises and
institutions of the other country, as well ac by the organization

of scientific symposia and technical seminars;

4’ Sharing the experience in research organizations, industrial

enterprises and other organi:ations;

5/ Such other forms of cooperation as may be agreed upon between the

Contracting Parties.
ARTICLE 4

The Contracting Parties undertake to render the necessary assistance
and support to the appropriate economic organizations and enterprises of
the two countries by means which are at their disposal for the conclusion
of contracts and arrangements, in accordance with the provisions of the

present Agreement.

The Contracting Parties, through their competent agencies, will
exempt from customs duties, taxes and other fiscal obligations, in
conformity with the legal provisions in force in each country, materials
and equipment destined for use in the activities sanctioned in this
Agreement. The Contracting Parties will also grant the necessary

authorizations to achieve this objective.

ARTICLE 5

The Contracting Parties shall examine the possibility and necessity

of concluding an agreement for avoiding double taxation.
ARTICLE 6

The terms and conditions including payment arrangements governing
the implementation of the objective of the present Agreement shall be
embodied in the contracts to be concluded between the organization

authorized by each Contracting Party. The prices to be fixed in these

contracts shall be competitive, unless otherwise agreed by the Parties.
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ARTICLE 7
The Joint Comnission established in accordance with Article 9 of
the Trade Agreement vetween the Contracting Parties signed in ..........

ehall have the follow:.ng functions in addition to those specified in

that Article:

1/ Review of progress achieved in scientific and technical cooperatior

~ooperation b:tween the two countries;

2/ Elaboration of concrete programmes for the development of scientific

and technical cooperation and identification of new fields of cooperation;

3/ Discussion of problems resulting from the interpretation and the
implementation of the present Agreement and raised by either Contracting

Party or bodies authorized to act on its behalf.

The Joint Commission will continue to discharge its functions in
relation to this Agreement, notwithstanding the termination of the

Trade Agreement.
ARTICLE 8

In order to inplement the present Agreement other agreements,
protocols, and arrangements may be signed and notes and other documents
on specific areas of cooperation may be exchanged in accordance with the

provisions of the present Agreement.

ARTICLL 9

BLach Party undertakes not to transmit to any third Party technical
documentation or any other information derived from scientific and
technical cooperation under the present Agreement without the prior

written consent of the other Party.
ARTICLE 10

The present Agreement shall enter into force on the day on which
Notes are exchanged between the Contracting Parties which notify of the
fulfilment of the formalities required by the laws of each country for

implement irg this Agreement.

The present Agreement shall be valid for five /5/ years and shall

be automatically extended for successive periods of one year, unless

either Contracting Party has given written notice of withdrawal six months




to its expiry.

The provisions of the present Agreement shall continue to apply
to contracts and measures concluded during the validity of the present

Agreement, but not fulfilled before its expiry.

Done and signed in ........... on the .......cccceee vveee in two

originals in the English language.

For the Government of the For the Government of the
Hungarian People's Republic tecessescecssesacnassrnnns
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Typical text of the Protocol to a

long-term trade and economic cooperation agreement

The Delegation of the Hungarian People's Republic and the .............
held negotiations from the .............. tothe .......o0veunnn in Budapest.
These negotiations led to the conclusion of a LUNG-TEkNM THADE AND ECONOMT ¢

COUPLRATION AGREBMENT.

Taking into consideration the increasing possibilities created for
the expansion of economic relations by the steady development of the
national economy of the two countries and with the aim of promoting trade
and economic cooperation between them, acoording to the provisions of
the LONG-TERM TRALE AND ECONOMIC COOPFRATION AGREEMENT, the two Delegations

have agreed as follows:
ARTICLE T.

The Hungarian Party Agrees to supply the ............. .. Party the
following goods and materials on the basis of contracts to be concluded

between the competent companies of the two countries:

The Hungarian Party will irstruct the competent Hungarian Foreign
Trade Companies to contact their ............ Partners and send to them
all the necessary in‘ormations and data which would enable them to get

acquairted with the Hungarian possibilities.

The two parties have agreed that besides the goods enumerated above,

other goods could also be delivered.
ARTICLE 11,
. The .....e..e.... Party undertakes to deliver to the Hungarian Party

ARTICLE 111.

The two Parties have agreed to study the problem of double taxation




——————

between the two countries in order to find in this question a suitable

solution for oboth sides.
ARTICLE 1V,

The two delegations have agreed that the present Protocol forms an

integral part of the LONG-TEHM TRADE AND BCUNONMIC COUPBRATION AGREEMENT .

Done and signed in Budapest, on ......... .. in two original copies
each in Hungarian, .............. and knglish languages, being all equally

authentic.

In case of any dispute concerning the merpretation of the Agreement,

the kEnglish text is to be held authoritative.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF THE
HUNGARIAN PEOPLE'S REPUBLTC




ANNEX

-105 -

Txgical text

of the ccntract on trade and deliveries

CONTRACT
between

The National Company on Textile Industry .............. head office
teeeecessssessessessss. hereinafter referred to as PURCHASER, represented
by MI'. «veeveseeevaseesesy Director General

on one side

AND

The Association "TECHNOEXPORT-TECHNOCOMPLECT", headquarters at Sofia,
Bulgaria, 20, Julio Curi Str., hereinafter referred to as SELLER,

represented by Mr. ............. .. its Director,

on the other side

ARTICLE I - SUBJLCT OF CONTRACT

The present Contract has as subject

a) Regeneration on part of TECHNOEXPORT-TECHNOCOMPLECT of .........
weaving looms, assembled at the plant and delivery of assembly groups and

the necessary parts for the same regeneration (repair) (See Annex 1).

b) Delivery of spare parts required forthe current run of the
machines for a period of 2 years, upon the above-stated regeneration

(See Annex 11.)

ARTICLE 2 - PRICE OF CONTRACT

- Groups and spare parts for regeneration of ............. weaving looms,

mounted in the plant in ......civveeene

-~ ppare parts covering the usual consumption for two years after the

regeneration: ceesssasenrsene

Totally $ .vcvevvennnnns
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ARTICLE 3 - PAYMENT TERMS AND CONDITIONS

The payment of the deliveries from TE CHNOE XPORT -TE CHNOCOMASCT will be
effected in compliance with the provisions of the Agreement dated
veeveeeesas o The amount of the contract ..... eee.e.s.. will be paid

as follows:

a) vevee...% of the value or ............3 payable by ..... R
within 30 days upon approval of the contract from the competen'
authorities of the two countries, by divisible and non-changeable Letter
of Credit, opened in favour of TE CHNOE XPORT -TECHNOCOMPLECT with the
Bulgarian Foreign Trade Bank 0y ....c...cens bank .

In advance TECHNOEXPORT-TECHNOCOMPLECT will issue a guarantee for the

scme amount.

b) «......? of the value, or veeeee...$, payable by the Purchaser
in compliance with the provisions of the Agreement dated .......... with

an interest rate of .........% on an instalment basis for 12 years.

The payable amounts in dollars are calculated on the basis

18 = +.c0c00e... grams of fine gold.

ARTICLE 4 - TERMS OF IELIVERY

The delivery of the goods will be affected in 4 dispatches of
equal value, the first of which will be effected 4 months at the latest

after the opening of the L/C referred to in Article 3} above.

The other dispatches will be effected at intervals of 2 months as

from the first delivery.

Each dispatch has to comprise the necessary parts so that will
enable the regeneration of a group of ........v..n. weaving looms.

The regeneration is to be done in «......... groups of looms.

ART1CLE 5 - PACKING

The packing and the protection of the commodities will be done in
a way meeting the up-to-date requirements so that the transporting agency
should not be freed from his duty regarding the packing and insufficient ‘
protection of the commodity. The supplier will be responsible for any
loss, damage up to the port of destination and due to defect packing or

protection, insufficient or not suitable.

—————————————————————————————————___l-I-IIllllllI---llJ




ARTTCLE 6 - GUARANTEED

a) Guarantee aga‘nst manufacturing defect

The SELLER guarantees that th. delivered spare parts are made
of first-grade raw materials and guarantee: that the castings are made
in such a way as to avoid any deformation after these parts are set
in motion and this will last for a period of 1 year under conditions
of normal exploitation.

THe SELLEK undertakes to freely replace the defective parts and to cover

on his own account the transport expenses.

b) Guaraniee for the price of the parts

The SBELLER guarantees that ..... ...weaving looms will not consume
mechanical spare parts at a value exceeding ........ .. per annum for a
period of Y years, as from the date when the contracts comes into force.
THE SELLER also guarantees that the increase of the prices of the spare

parts will be in reasonable limits during these 5 years.

o) Placing the spare parts at disposal

The SELLER guarantees availability of spare parts for a period
of 10 years from the date when the Contract comes into force, and a

delivery term 6 months maximum upon opening the L ;.

ARTICLE 7 - DATE OF EXECUTION

The present Contract will come into force on the day when 1its
clauses are approved by the government authorities of the two countries

within maximum 60 days from the date of its signing.

ARTICLE 8 - FORCE MAJOR

None of the two parties will be considered responsible for the non-
discharge or delay of discharge of its commitments, stated in the present

contract, when this delay or non-fulfilment is due to force major reasons.

ARTICLE 9 - COURT OF ARBITRATION

1) Any difference which may arise in respect to the interpretation of
the present Contract or regarding its implementation will be settled in

a friendly way by both sides.

2) In case of discordance, it will be solved finally by the International

Cham of Commerce in Geneva.
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ARTICLE 10 APPLICABLE LAW

The present Contract will be under the law of the partner-—country

to the People's Republic of Bulgaria. '

ARTICLE 11 - NON-JNTERFRRENCE OF A THIRD PRRSON

The SELLER and the PURCHASER state that the present Contract is
concluded without direct or indirect assistance, without intervention
of any agent of intermediary transactions. No compensation, no debt, no
commission, fiscal instalment or anything else has been paid or will be
paid to the middle-man - agent.
Both sides undertake to treat directly between themselves any transaction
in direct or indirect relations to this contract and will not tolerate

in their relations the intervention of a third person.

ARTICLE 12 - LANGUAGE

The present contract is made in 4 copies in the English language.

ARTICLE 13 - ANNEXES

The Annexes present an integral part of the present Contract.

FOR..oeevevonsnacsnns FORe.oeoescesasssasssscnns
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! PAYMENTS CLAUSES 1N TRADE AND PAYMENTS AGREEMENTS WITH SELECTED
SOCTALIST COUNTRIES OF RASTERN EUROPE

A. Agreement with the USSR of 19 April 1976,
covering the period 1976-1980

Article V111

1. All payments of a commercial and non-commercial nature between India

and the USSR will be effected in Indian rupees.
2. For the purpose of paragraph 1 of this article:

(a) The Bank of Foreign Trade of the USSK will continue to maintain
a Central Account with the Reserve Bank of India and one or more accounts
with one or more commercial banks in India authorized to deal in foreign

exchange;

(b) The Central Account will be uced for depositing the rupee
balances and for replenishing the accounts with the commercial banks and

for operating transactions relating to technical credit;

(¢) The accounts with the commercial banks in India will be used for

carrying out all operations of commercial and non-commercial nature.

3. (a) The “entral Account will be replenished by transfer of funds from
the account(s) with commercial bank(s) mentioned in sub-clause ? above and

by receipts on account of technical credit;

(b) The account(s) with commercial bank(s) will be replenished by
transfers of funds from otaer such account(s) mentioned 1in sub-clause ?

above and from the Central Account.

4. (a) Payments permitted in accordance with the Indian Exchange Control
laws and regulations and the rules made crereunder will be effected on the
basis of this Agreement to the Physical and juridical persons residing in
the USSR by the physical and juridical persons residing in India, by
crediting the amounts of such payments to the said account(s) of the Bank
for Foreign Trade of the USSR with the commercial bank(s) in India;
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(b) Likewise, payment permitted under the USSR Foreign Wxchange
Control Laws and Regulations and the rules made thereunder, will be
effected by the physical and juridical persons residing in the USSP to
the physical and juridical persons residing in India by debiting the
amount of such payments to the said accounts with the commercial bank (s)

in India.

5. The Reserve Bank of India and the Bank for Foreign Trade of tle USSR
will jointly establish the technical procedure of keeping the accounts under

this Agreement.

6. Any balance in the Rupee Accounts of the Bank for Foreign Trade of the
USSR or any debt of the bank for Foreign Trade of the USSR in connoxion
with the grant of technical credit will, upon expiry of this agreement, be
used during the ensuing 12 months for the purchase of Indian or Soviet goods
as the case may be or shall be settled in such other ways as may be agreed

upon between both Governments.

F. Agreement with Poland of 2% Necember 1974,

covering the period 1975-1977

Article VIII

A1l payments of commercial and non-commercial nature between the
Republic of India and the Polish People’s Republic will be effected in

non-convertible Indian rupees.

For this purpose, the Bank Handlowy W. Warszawie SA will maintain a
Central Account with the Reserve Bank of India and one or more accounts
with one or more commercial banks in India, authorized to deal in foreign

exchange.

1. (a) The Central Accounts,maintained by the Bank Handlowy W. Warszawie
SA with the Reserve Bank of India, will be used for depositing the rupee
holdings of the Bank Handlowy W. Warszawie SA and for replenishing the
accounts of the Bank Handlowy W. Warszawie SA with the authorized Tndian

commercial banks and for operating the technica. credit.

(b) The accounts maintained by the Bank Handlowy W. Warszawie SA with

the Indian commercial banks will be used for carrying out all other operations
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connected with the payments of commercial and non-commercial nature, as

mentioned above.

2. (a) The Central Account will be replenished by transfer of funds
in Indian rupees from the accounts maintained by the Bank Handlowy W.
Warszawie A with the Tndian commercial banks and by receipts under the

technical credit.

(b) The accounts with the commercial banks will be replenished by
transfer of funds from other similar accounts and from the Central Account

and from the credit repayments accounts.

The payments permitted in accordance with the Indian Foreign Fxchange
Control Laws and Regulalions will be effected on the basis of this Agreement
to the physical and juridical persons residing in the Polish People's
Republic by the physical and juridical persons residing in India, by
crediting the amounts of such payments to the accounts of the Bank Handlowy

W. Warszawie SA with the Indian Commercial Banks.

[ikewise the payments which are to be effected by the physical and
juridical persons residing in the Polish People's Republir to the physical
and juridical persons residing in Tndia in accordance with the Polish
Foreign “xchange fontrol Laws and Regulations will be effected by debiting
the accounts maintained by the Bank Handlowy W. Warszawie SA with the
Indian Commercial Banks under the instructions of the Bank Handlowy V.

Warszawie SA.

1. Upon expiry of this Agreement, any balance in the rupee accounts of

Bank Handlowy W, Warszawie SA or any debt of the BRank Handlowy W. Warszawie

SA in connexion with the grant of technical credit, shall be used during the
ensuing 1? months for the purchase of Indian or Polish goods, as the case

may be. Payments arising from contracts concluded before the expiry of

this Agreement, but falling due after the expiry of this Agreement, shall not-
withstanding the expiry of this Agreement continue to be effected in accordance
with Article VIII of this Agreement, and be utilized for the purchase of

Indian or Polish goods, as the case may be, during the ensuing 12 months

after the maturity date of each payment.
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2. If on the expiry of the said period of twelve months some balances
are left outstanding, the fontracting Parties will hold consultations
immediately for preparing a plan of liquidating the outstanding balances
within o period of six months through purchase of goods of special
interest to the creditor, and the debtor party will facilitate the supply
of those goods.

3. However, in case there are still some outstanding balances after the
expiry of this period, both parties shall meet and evolve a mutually

acceptable solution.
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