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I.   Introduction 

The economic cooperation between the Soviet Union and 

the othor countries, members oí' the Council for Mutual .bo- 

nomie  AHBiotnnce (ChiJäA),  on the on© hand,  and the developing 

countries on the other,  is built on the long-term,  stnblo 

and mutually  advantageous basis,  promoting the economic 

development and economic  independence of the develop- 

ing countries.  Cooperation with the socialist countries is 

as a rule tied in with -fche young states'  programmes of eco- 

nomic and nocini development and helps involve them in the 

international division of labour.  Some 90S* of the Soviet 

union's total economic and technical assistance to the de- 

veloping countries goes to the development of production, 

of which some 75% to the development of industry and ener- 

getica. The contractual-legal mechaniora is to play an im- 

pulsant role in the organisation of industrial cooperation, 
.and 

its stability} enhanced efficiency. The present paper aims 

to analyse this mechanism, paying particular attention to 

the content of contracts concluded at the enterprises' 

level, this ao far being little studied in the literature, 

and also to ahow the interaction between contracts and in- 

tergovernmental agreements.1 

The paper is directly related to the circumstantial 

work prepared by Doctor of Law L.  Zenin, V. Teperman and 

N. Unhakovn, Industrial Cooperation of the Soviet Union 

and Othnr (r l\ Kembur-Countrioa .nth the Developing States 

Oíoncow,  19/ÜJ.   It elaborates on and adds to the positions 

of this work dealing vith the legal aspects of cooperation. 
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The pnpcM- ir. baaed  on the  relevant  Soviet  literature 

'.n<l  CJovi-.t contractual pr-ieticerj,  occ-rdonall.y \ir¡iji- works 

of author;-  from other Moci-ilict   U;JLJ\ mernbex<-counir.i en. 

II»     'he  Institutional  end ür;;?.ui''c-.bional 

r.ochonicTTi oí.' Cooper:1tion 

1.   Intorg;ovf'rri?]iont-Tl   V^reem^ulr. * 

Typo:i of Xr.teTgovc-ro!r|f'ntr-;l   ''ifrre-^Qiigtr..  Halations between 

the noci'iliat and developing countries are regulated by  a 

syatcra oí' intergovernmental agreements whose munber has been 

riten.'ily growing.   In 1954 the  Soviet Union had intergovern- 

mental  agreements with two developing eotuitries, while  in 

1978 it had  economic and  scientific-technical cooperation 

agreements with G2 countries.   In recent years such agreem- 

ent?:: have been signed with  \ngola,  rio?,arabique,  San Tome 

and Principi Islanda, Oapo Verde  Islands,  Uuiana,  Costa- 

Kica,  Jamaica,  Bangladesh,  and  Menico. 

Otj,her C;.tí A, member-countrie.o had  agreements on econo- 

mie,  technical  and  scienti ile cooperation with 34- developing 

countries in 196?,  and with 78 otates in 197«.  The German 

Democratic Republic,  for example,   nigned ouch agreements 

with 37 developing countries. 

The agreements are titled differently I agreement? on 

economic and  technical cooperation,   agreements on the dev- 

elopment of economic and technical cooperation, cooperation 

protocols,  protocols to agreement«,  etc.), but depend- 

ing on their content they can be conventionally broken down 

P.   I.   Solovyov and  Sh.  \\.   Yamalutdiiiov contributed 

to this section. 
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into   t. o  rronps.   'j'h-j   l'irr.l,   g¡-oup comprino;; /"-ñor'1 U'IT'.'- 

ÜLTl'líi: '"^''"inirig the  aims  .and  nrincipUr;  or cooperation v/j.th 

the  country concerned,   establishing the  terms    oí' gr-ntin;; 

credit-;,   pointing to  the m: in  spheres  of technical  ar;sir;l;- 

nnco,   -jnd determinirg the  forms of such assistance Ipai'- 

ticipatlon in designing,  ucliveries or eouioment,   sending 

specialists,  etc.). 

Some  agreements provide a  lint of projects (in agree- 

ments  themselves or in annexes),  others provide  for the 

conclusion of supplementary contracte  for the construction 

of certain projects or the performance of respective wovlzn. 

Amone the  agreements cited in the  Appendices to the  nnper 

nro  the  Agreement between the UfcïSR and  Afghanistan on th«s 

development  of economic  nnd technical  cooperation of rcb- 

ruary   ?7,   1975,  and  the Agreement hetv/ecn the US.-al and  the 

Kepublic  of Bangladesh on economic ana  technical coopera- 

tion of April 2,  1975. 

An  example of cenerai agreements  are the Agreement 

between Poland and ligeria of October 25,  1977 providing 

for a   nroad variety of formo of cooperation (including the 

setting up of mixed .Polish-Ligerian enterpriser)). 

the  second group comprises special  pg.r-:cnonts,  i.e. 

tnone  providing for the construction of or rendering tech- 

nical  assistance in separate  industries Or individual major 

projects.   Such agreements include  in particular the Soviet- 

Indian  Agreement on assistance in the construction oi  the 

iron-anci-steel works in Bokaro  (of February 21,  1961 and 

January 25,   1975),  the  Agreement betv/eon the UoJil and  Iran 

•   >> 

mm 



- 6 - 

or, cüo-.f.rntioii  in  tho cxtention  or   the  Aria Uehr plant  In 

Ini.ahan (o-- i.Vo-ch  1.5,  1973),  and   the  Agreement between the 

US;»J( nr.fi  Algeria on cooperation  in  tho construction of the 

aluminium pl-«nt  in i.'bila lof April  27,  1976). 

Hinco Konenl  agreements had   been concluded earlier 

with the majority of developing countries, the practicón 

of the  seventies witness a growth  in the number of special 

agreements. 

It  ie important to note that  general agreement?: are 

mostly concluded with countries cooperation with which is 

only making a  start,  insofar as they determine the general 

principien of relatione. 

Agreements enn also be classified  according to a dif- 

ferent principle. 

1. "Clasr-.ical" economic cooperation agreements,   i.e. 

those providing for a füll enumeration of projects,   a de- 

tailed regulation of the obligation» of both parties,  grant- 

ing credits,  the order of their use  and reimbursement,  gu- 

arantees,  exploitation of projects  provided for in the 

agreement, procedure for signing contracts, etc.  The agree- 

ment is effective until the cooperation projects it  indi- 

cates have been completed, 

2. lieneral credit agreements  providing for granting 

state credits without indicating specific projects.  The 

list    of projects is defined separately on the agreement 

of the sides,  with a simultaneous  settlement of questions 

relating to the types, perioda and  volumes of assistance 

in each project.   An example of auch Agreement ía the Soviet- 
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Indian  librarme Int on gmntinr; tJio  Inn inn Government ore< itn 

to help fulfil the third fivc-yonr plan,  nirnc«!  on .'Jcptem- 

ber 1?,  1959.  Later,  on Fobrunry  12,   19o0 n  ououluiïi'jnt'îî-' 

agreement v/nn signeo, enumerating th3 cooperation project?.. 

This ngreement was in fact an organic part of the main cre- 

dit agreement. 

3. ¡iixed credit agreements providing for various hete- 

rogeneous terms or granting or reimbursing credits (va- 

rious periods or forms of reimbursement, etc.). V.oat cha- 

racteristic in this respect in the Soviet-agyptian Agree- 

ment of March 16, 1971 providing for a 12-year payment de- 

lay in some projects and granting state credits for 8 to 

12 yeara, and  ilso credits detached  from specific projects. 

Prom the angle of the content of the Soviet party's 

commitments, agreements C9n bo grouped into those provid- 

ing for technical assistance in construction and those pro- 

viding for the construction of projects  "up the key". 

Under Soviet legislation    international treaties con- 

cluded by the USSR, on the parties' understanding of their 

subsequent ratification, are subject to ratification,  buen 

agreements come into force after an exchange of deeds of 

ratification.  In some cases agreements provide for their 

provisional effectuation as to the date of signing and fi- 

nal effectuation after the exchange of ratification deeds. 

The aim is to make a good start in the solution of coope- 

ration matters. 

economic and technical cooperation agreements do not 

usually mention the possibility of their cancellation.  ïct 
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r-••.•!•'-:   •• o   creo:)!, i on¡j.   'l'htuj  the  ;Jovi»ít-Mg-?-ri.--in   \gree¡ricnt 

oí' JOY ,"ib(M- ;J1,   i"JbU   provider   for tuo  possibility  of the 

t-r.n.inl.ion  oí   itf? operation  nny moment  by each of the 

oifirto.   jut  in thiH carie the construction of the started 

p.roj..c;¡     :.ur,L be comoletec  ond  ali connitmenta taken by 

the   RíO os  fulfilled  in conformity v/ith the provisiono of 

the agreements ond sépante protocols nnd contracts provid- 

ing  Tor the construction of said projects.1 

2»  IjOn^-'-'-'erm Programmes 

The establishment of the public I state)  sector in a 

number oí' developing countries and itn growing role in the 

economy,   as well 33 the laying of the foundations for the 

planned economic development enabled tne socialist states 

to mice a  transition from simple to more complicated and 

higher forms of economic ties with such countries, to the 

creation of a stable system of interstate cooperation. 

This was expressed in the conclusion of economic and tech- 

nical cooperation agreement« with these countries for a 

long term (15 years).  Long-term economic cooperation pro- 

grammes were worked out and signed wi¿th a number of such 

countries,  covering all spheres of economic,  technical and 

* r 
Sbornik Deist vu.yushchi.kh ^o/rovorov.  aorrlaohenii i 

konventrii aaKlyuchonnykh 3SSR s inoatrannymi gonudarstva- 

mi (Collection of effective Treaties, Agreements and Con- 

ven cionr, Concluded by the USSR with Foreign States). Issue 

XXVI, noscov-, 19Y3,  p.   252. v 

J 
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eo^M-claj.  ooonor-.tion.   ¿äucn   >rogr amines próvido  fer Wie 

«oopo¿rntio;i   La denning, construction and  extension of 

in^rarfu  -,nd  n¿a-icultunl project«,  .joint  industri-1 co- 

operation  in third  countries and  the development  o? fo- 

reign trnrie ties on o long-term basis. 

The drafting of such programme« re fleets an objective 

nood  to bui3d cooperation on the basis of long-torm pinna 

taking account or the intera -i tion.,1 division of labour on 

a broad  scale and the economic possibilities ov countrier« 

on a mutually advantageous b-.:¡.;ic. 

3•   Cooperation j^~encics 

Mention ohould bo made or the enhanced role oi bila- 

teral cooperation agencies. The intergovernmental  agree- 

ments concluded by the USSR nod!   other a:*\ member-coun- 

trien provide  for the rotting up of sending mixed  commi- 

ssions on ccononic  cooperation.   Commissions sit,   aa c rule, 

once a year to hear both the prospects' and possibilities 

for the development  of cooperation and the actual course 

of cooperation envisaged  in the agreements.  The commissions' 

protocol- record the measures adopted by e^ch party to suc- 

cessfully realise the commitments: taken nnd remove the dif- 

ficulties that might have cropped up  in the course of co- 

operation. 

Thus a mixed Polish-Iraqi commission with soeciali-eu 

vorking groups was se^unuer the Agreement on the ¿conomic 

and technical cooperation octweon tfol.-md nnd Iraq of 1972. 

In cone CTses mixed  intergovernmental commissions  are set 

* 
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un to  cooperate in  individuo!  induatriiio,   Mnd  agreo:ionts 

are concluded be two on branch ministrici; and  the correspon- 

ding departments in  tho develop^ countries.   Such practi- 

ces are adopted,  for instance,   in the GDR,  which net up 

mixed  economic commission  for coopération with Iraq,  Syria, 

Ug¿eria, Irnn and Indio  to croóte the prerequisites tor 

a further long-term stable development of coopération re- 

latione, * 

Agreements with those countries with which there are 

no standing mixed commissions as organs of cooperation, 

stipulate regular meeting between the representativo3 of 

the parties to discusa the realisation of the corresponding 

Agreements and th§ preparation,  if necessary,  of pertinent 

recommendations. 

Thus a definite system of contractual ties has taken 

shape  in the relations between the socialist CLISA member- 

countries and the developing countries at  the interstate 

(intergovernmental)  level,  supplemented in some cases 

by a standing or provisional organisational mechanism 

for ouch cooperation. 

By their legal character ali these agreements and pro- 

tocols, including the mixed commissions'   protocols,  engen- 

1 F.  Klausnitzer.  Participation of the German Democra- 

tic Republic in the  CüEA Member-Countries'  Technical Assis- 

tance to the Developing Countries.  Skononichoakoye potrud- 

nichontvo stran-chlenov S'.W (Economic Cooperation of the 

CIJE.l Member-Countries), No.   3,  1976,  p.  8b. 

é 
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der intcr-ntate legni rclntionn.  The USSR nnd other mcraber- 

countr.lea,  on the one hand,  and  tho developing statos on 

the other tike upon themaelves property commitments (grnnt- 

lng credits, deliveries of equipment,  rendering servicen, 

etc.).  The parties'  rights and obligntions in such ngree- 

ments cinnot be subject to the regulation of some nntion.il 

legal nyatem and are regulated exclusively by the terms 

of an international treaty in question.1 

il.2. Contracte and Their Ties with the Intergovern- 

mental  Agreements 

Industrial cooperation contracts are concluded by va- 

rious subjects authorised by the socialist countries'    na- 

tional legislation to engage in foreign commercial activity. 

The variety of subjects is explained by several    objective 

reasons, above all differences in the systems of indus- 

trial and foreign trade management of the cocialist coun- 

tries and the need to observe the rulesjbf domestic legis- 

lation on state monopoly, as well as other essential fac- 

tors. 

On the Soviet eide the subjects of the civil    legal 

relatione ìA. foreign trade contacts are state foreign trade 

See U.M. Boguslavsky. Legal Questions of the USSR's 

Economic an¿d Technical    Assistance to the Countries of Asia, 

Africa    and latin America.  Soviet sky yezhe/rodnik mezhdun^- 

rodnogo nnvfi,  1961 (Soviet Yearbook of International Law, 

1%1), Moscow,  1%2,  pp.  11H-129. 
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•'ii.í-ocintionr  (export,   import,   and   exuort-import   onori)  which 

•uv  r-.iiborriirnta  to  the  USüR Stato  Committee   for   '.'orei^n   ùco- 

no:'tc  Contact:-,   the US.üi ¡iinistry  of foreign Tr-ido and   ijomo 

other ^ß-.ncU'.u.  l'ho subject  of contractual  obligations  in 

the  construction of iron-nnd   steel  wor-ks,   for example,   is 

the v/U '-'ynzhproinexport.   Associations are independent  ju- 

ristic  persons and  are  fully liable  for their obligations 

and comnitmonts. 

Several Soviet subjects can participate in  a  project, 

one of which must  be a  specialised  foreign trade  associa- 

tion in the  field  concerned. 

In other Ci.lß\ countries the principal participants in 

contractual relations with foreign partners  are  also speci- 

alised  export and  import trade prganisations  existing in 

all of then.  They differ according to their subordination 

to a specific  agency.   In ths  Glie, Bulgari*.,  Poland and 

Romania,   for example,  they are: 

foreign  trade enterpriser subordinated  directly to the 

Lini s try of „oreign ücononic  contracts; 

foreign trade enterprises subordinated  to a branch 

Linistry ; 

foreign trade enterprises subordinated to a medium- 

level administrative organ (such as an association of peo- 

ple's enterprises  in the  GDR) ; 

foreign trade  enterprises subordinated  directly to 

corresponding industrial complexes. 

In several CiJliA countries  foreign trade  enterprises 

are united v.lth industrial ones.  In Czechoslovakia a Dor- 
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ti on or -„IG::  ent. -.-prison h ,vo b<,n tr.-.r.a l'ormai   into joint- 

sto-)-: e» -p'.nj.oß ,. ith   irul«Htr.L->l  mtororirien  tnkin-  .>nrt. 

Uzccho-ii.ovMÎr.i.n,  l'oí.-nd,  Won-nin -nui  T,,rt]y J,u.iß:u-.i..-,  n.vc- 

tî.c.  inclusion  of .-i   forow-u truc  -r.-ocv tion   i;,to  Ih.   :¡h- 

du::trinl  sphere by ite double nu bo reí ir-, ti on  to nn ir iu: tri- 

ni ;:ir.i.~.try or nsnocir.tion on the Oí.e hind,   mv.i   the ;.inia- 

try e// ••'oreirn Tracie on the other.   It  should   be  strarveo, 

however,  tint  economic org/misntior^ •u.clu.'iing ïorc.irn trrac 

on*r, C-in  in nny caco enter into direct contact v/ith foreign 

partners Only  if they have the requisite pov.ors Riid  ; re con- 

trolled  by competent  stnte ngencioc. 

AgreementK on technical resistance to developing cow- 

tries nre noranlly concluded with stnto org-mis itionn or 

ootnctii.ie^ directly vith ^overeaentr:  since nsijtnt-mcc l/.iinly 

involves construction of enterprises  -md other project.o  in 

the public  sector.   \jroo:::ent." can P.IBO be concluded with 

privite fimy on the ree orni» end rt i on of the go v erar, an t oí 

the country concerned, 

V/hen  sn agreement  is concluded  directly with the gov- 

ernment of i develnoing country or on  behalf or the Presi- 

dent of euch country Us V.TB the case,  for example,  in ren- 

dering tccnnicnl assistance to India)  or with ministries 

which are not juridical persons,  the direct  sutject or the 

civil legni relations in such n treaty io the  state.1 

Sec B.  P.  Koaintnev.   Subjecti and  the Character of Le- 

gal  delations  Arising in the Sphere of the Uii.-^'s foreign 

Economic Tieg v/ith the Developing Countries.   Sovietr:koye 

gosudarstvo  i pravo, i.o.  *,   1965,  pp.   '(¿-3?.. 
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<Jo>,clu!'Lon oi" contracts  io expressly provided  for in  inter- 

f-:ovr.\"!ir.KTit:il  Agreement t?.   i''or instance,   Art.  12 of the   Agreu- 

mei-t  between  the USbK nnd  Afghanistan of Jf'ebruary 27,   1975 

rtipulaten that: 

"Performance of the design nnd  surveying works,   deli- 

veries of equipment  aud  other material, vocntioml train- 

ine of Afghan citi/ene and  other types of technical nsoist- 

oncc under the present  Agreement shall be effected on tho 

basin of contracts to be concluded between competent  Soviet 

nnd  Afghan organisations: duly authorised by the correspond- 

ing Soviet and  Affaan agencies,  the contracts to be consi- 

dered  and signed by organisations in the shortest time pos- 

sible. 

"The contracts shall define the volume, periods,   costs 

and other detailed terms oi tecnnical assistance to  Afghan 

(%'gnninations,  the costs of equipment end other material 

delivered from the USSR under the present  Agreement to be 

determined on the basis of world prices. Moreover, tho con- 

tracts shall determine the obligations of  Aííían organisa- 

tions to collect the  initial data,  prepare building sites, 

provide Soviet  specialists with dwelling with the requisite 

living conditions, medical aid  and transport l'or business 

trips,  consider and  approve drafts,  apportion manpower, 

etc.,  and also the specific periods for fulfilling such 

obligations," 

Similar rules are also contained in other Agreements. 

Thu3 contracts between organisations are concluded on 

the banls of respective terms in the intergovernmental  ag- 
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reorient.  This giver  cxnrecnion .obovo  nil to  th- independ- 

ence  between contract*  nna  agreement;,  v.hich   in obovo nil 

expressed  in the  fact  that  agreements of ton  Ptipulntc the 

period during which the contract« are  to be  nignecl.  The 

mnin  things however is that  the content  of contracta in 

largely determined by the content of intergovernmental  n,. 

reeraento,  the latter usually establishing tho principle of 

price calculation^  on which the contracts are based,  i'he 

delivery terme established  in contracto may not exceed  tho 

period of using credits defined in the agreements. 

At the some time  contractual terras to a  large measure 

concretise the terms of an intergovernmental  agreement. 

The latter point to the elemente of technical assistance 

and  its volume,  types,  and periods, while the former spe- 

cify the periods and types of assistance in each project. 

Contracts are also connected with agreements  in the 

liability matters. The party»3 non-fulfilment of a civil 

legal obligation in a contract usually means the non-ful- 

filment by the stete of said obligation it took upon it- 

self under the intergovernmental agreement. 

Thus from the legal standpoint two types of relations 

arise  in the implementation of industrial cooperation: 

legal relations oetween states (international legal rela- 

tions)  and legal relations between organisations   nid  enter- 

prises (civil legal relations;. The  specifics of legal re- 

lations of the second  typo (civil legal)  are largely de- 

termined by the first type of relations (international le- 

gal).  The dependence reflects the growing role "of states 
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o—j-yhv  ont  cooperation,   nnd  c-pronn-n  the  lor.g-t-rm  nu< 

r;1:-KL-  rhTriot.jr of cooperation. 

TT.   1.   n'ho Poi:---O jv•>i:-;  o" T'iclm'r.-il 

¡ìoav.  Lioci'-uvuiri.-ieni; il  '»gi\: events  provide  lor  the 

drafting or the  Genomi Terms of  technical  pnaistanec,  which 

contain uni.-led  cuhst.-mtivo rights.  Such General Tom« WJI-G 

r;irxci]  by  tlio USSIÏ State (Jonniittoc   Cor foreign ^cononic  ric- 

in ti on u '..ith th..; compswént  state  bodies in Guiñen,  U\M 

Syria,  Imo,  Algeria,   Sri Lanka,   and other countries.   In- 

no far OU the General Ten• .ire signed by state bodies en- 

trüsten   by the respective governments with  a practical re- 

alisation of intergovernmental agreements on technical  as- 

sistane; ,  tnia makes  for tho ter-,::;'  obligatory observance 

in  concimi in,'; contracts  bet'./ecn Soviet organisations   and 

foreign partners.* 

In their legal nature  these  General Terms are  inter- 

governmental agreements of normative value DS theii   nrc 

concluded  by the appropriate bodies of state administration. 

The  General Terms determine the rights nnd duties of the 

parties in a contract  so   Tar an the performance of various 

elements and technical  assistance  are concerned.  They  also 

regulate the payment ano mutual settlement matters  and  the 

Soe ¿"Port-Import Operations (Le.'tal  Regulation). 

Moscow,  1970, o.   42; 1.   \.  Lunts.   A, ¿ourac of Intern it Lon.il 

Privit? La'./.   \ onnciil  P^rt. ,..osco//,  lyyt),  p.   232. 
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:••!.'¡dti-tloíi -v:-iijintion or fil::putoíí tr.-it on nv\c.c froa   » 

r.o;it:.--ü+.,   -..nei  now  othnr M-ttor'i.  The Genom]  Tema  aro  to 

l.»o "-)pM.c:i  to tili ronpoetlve reletionr: rccnrdler.n of the 

v.-.-.'-ji••_•;•'•••" to t'nc.i'.i  in  «•jon.nmte  nrrufiiionts, 

"?fce chnmotor of rulon (either imperative o;- dinpooi- 

tive) alitera in dif¡erent «onerai Tome. Thus the iîcncr<iJ 

Teme nl^n«* with the ratgto organo of Syria,  Iraq  nnO UAii 

contain oblU;rlory,   imperativo ruleo, r.hile the mi 20 cs- 

tobliHhed in th.- General Verna concliulod by the Appropri- 

nte oßcnclss of Sri Lanka ond Guiñen are diapositive.   Ir- 

tjclo  3 of the ooviet-Ccyloneae Agreement of August  6, 

l^jfì ntipulnten;   "In   the event of divergence between some 

terra or provision in the preaent  Agreement und sono tern 

or provision in the contract the contract's term or provi- 

ng on fih^IJ. nrsv?il. " 

•i'he conclufiion of the General Terna facilitates tho 

conclusion of spec irle contracts. The employment of «stan- 

dard contracta in certain cacea also serves this purpose. 

IIT« PnvtloB1  Oblirr.tlonn to "tender Technical 

A^^ptirce in the Construction of :-lntororlao3 

and OtJK.i' Project." 

I'/T.   1.  The  .liuh.1ect--"'ttpT' o-/ n contract,   ñy  techni- 

cal  aasintance the prepont p^per news an intricate com- 

plex of rcl-tionr arising  in the building of industrial  en- 

terprise p.nci other projects in the ùeveloping countries 

with  the assistance of the Soviet Union and other socinlet 

Ptnton.   In practice the volita-« of ruch assistance  Ì3 very 
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l>nr.o.   It  benm* with surveying ond denizing nnd  endo 

with  the commissioning of the enterprise. 

Let ue consider the right* and duties of the parties 

on  the ba,la or the Soviet organisations'  contractual prac- 
ticeo. 

In the technical assistance contracts concluded by Soviet 

foreign trade organisations,  the organisations of the countries 

receiving technical assistance are called "customers" or "cli- 

ents",  while the USSR Association concerned,  "suppliers". 

The latter term is conventional and therefore in the pre- 

sent paper we designate suppliers as "contractors" in acoord- 

ance with the character of the obligations or commitments 

taken by the associations.  USdR Associations conclude con- 

tracts on their ov/n behalf and are liable for them. 

Within the general framework of technical assistance 

defined in intergovernmental agreements the contracts spe- 

cify the parties»  obligations, determine its volume and 

termo, give guarantees of its proper rendering, provide 

for the procedure of settlements for the work done, etc. 

The Soviet Union's technical assistance    implies that 

a particular project is built with the forces and resources 

oifrespective organisations or firms of the country with 

which a pertinent intergovernmental agreement Ins been con- 

cluded on rendering technical assistance in the construc- 

tion of specific projects.  These organisations and 

firms act as customers. They are answerable to the organi- 

sation for the provision of a land plot free from any en- 

cumbrances and  intended as a  building site,  for the orga- 

nisation and performance of the whole complex of building 
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nnjl flFsombly work, and for the provision or conotruction 

of the requisite building „nd technological equipment,  ma- 

terial and manpower. The Association, acting R3 n contrac- 

tor, shall only give technical assistance within the volune 

apcciiicd in the contracts,  being liable to the orgahioa- 

tions and firms of the corresponding countries only for a 

timely and proper assistance and not for the completion of 

the construction aa a whole. 

The Soviet Union's technical assistance first of all 

implies the designing of enterprises and other projects. 

The Association renders the client technical assistance in 

selecting the building site, collecting initial data nece- 

ssary for designing, in appropriate R&D and in preparing 

the design asoignoment. On the basis of the latter Soy&^Jt 

designing organisations work out the design   aasignoment 

and working draughts. The design assignement having been 

approved the Soviet designing organisations exercise through 

the Association author's supervision over the conformity 

or building and assembly works to theapproved designs. 

Important elements of technical assistance are deli- 

very of equipment and other materials in complete sets 

for the enterprises or other projects under construction, 

the Soviet organisations1 technical assistance to the cli- 

ent in the assembly and adjustment of this equipment and 

in commissioning the enterprise or other project,  as well 

aa sending Soviet specialists to the project. 

Thus technical assistance is nn object of a single 

legal relationahip with complex composition, it3 elemento 

or component parts being designing, delivery of equipment^ 
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::<n<;iji;,  rpccinliata ami  triinin/; or national carìrcr..   Ali 

thv.r.e  n.loi.ientr,  aro clor.ely  interrelated, with  dl or only 

part o-   them boinfí present  in agisting tho construction 

of a  rpr.-cilic  project,   ror instance,  technical  assistance 

can  be  e-presr-ed  solely in ò divorine equipment and Genu- 

ine npeciaiists to help in the asnembly, adjustment and co- 

rnu it ni oiling of tho equipment. 

Technical  assistance relations can be formalised in 

n Hinein contract, but in practice such single contracts 

with appropriate appendices (such  as equipment delivery 

terma,  etc.) are not always used.   This is explained by the 

fact thcit at the initial stagejof designing complex and 

large projects  it in sometimes difficult to determine the 

specific obligations of the parties in the whole complex 

of technical cordstance,  auch as its volume,  cost,  etc. 

This is only possible, as  n rule,   in the case of small 

standard  projects.  Several rather than a single contract 

are therefore unually concluded:   a contract for a perform- 

ance of deigning and sometimes a contract for making thc- 

asaignement for collecting the initial data,  o contract 

for delivery of equipment,   for sending specialists,  for 

vocational training or practice,  etc. 

Let us deal in more detail with the parties*  obliga- 

tions in some terms of contract or types of v.ork. 

iTor.pectinr and rroolo/'ical survey. The Association,as 

a customer,  f3hr.il work out  a programme for thin work v/nich 

usually comprises delivery of requisite equipment and 

sunning spécialiste to perform the job. 
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ho :o:lr provi; ^>  :Uì  tb,. coritrnct ;:ro mnrd'.>   Jone 

rc:o<:  •:.-; to  tocbnic-ìl iicr,i;7ir, th-ìt must   be rumio  ly  the 

cont    ctor'r. speciali ::tc: with  the  pnrticipntJen oi  tiioeo 

ol   cu: toner,  'ìhc durrivnn must be  nopi-ovu<  by the cu: -Lomov. 

Vlic customer imist wipply the conti-etor's «.jisci-iltotR 

with -OL  the «vniliblc r.i-ps nml  other mtcrinls   iov the 

vork rites. The customer gives on necean to the regions oï 

worn  provided in the contract to th..- cor.tr ictor's r:pooin.l- 

ists. 

l'ho customer must ilso supply the- ßooiocicai prospect- 

ine p-vr-tics with electric power,   fuel,  nv: nr.teri'..ir-:, wa- 

ter, lubricants ruic1  transport.   It ohnll rico hire   üi^pov/tr 

fror: man« the IOCTI popuiition. 

The work specified in the contract hiving been fulfil- 

led  th-  contractor*n  spécialiste nnko geologicm  reporte 

on the  b?sis of the dat^j obtained. 

111 • 3. De a inn ir. f\ In i-ioot cases designing ond sur- 

vey inr involved in technical assistance are peri'or.,iei.i on 

the loi Lowing terms. 

heiore prepnrin/r n design of nn induotri-U or other 

project  the contrnctor, i.e.   a US3a \s.sociation,  ronderà 

the client, i.e.   rn anpropi*i-.ite orgnnisntion or iin.i . of 

n dev. loping country,  technics!  r.KBictonce in selecting 

the building site,  collecting initinl data  and racking the 

derripi  nssi£n.iment.   ror these purposes the  Soviet  Union 

Rendí? it?-;  specialists to the country concei-nod,  who peri 

forra the  whole conpie:: of these works together with the 

customer's specialists,  i.e.   pinpoint  the I-ìV/ nntori.il b-:.:e, 
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¡jtudy  tho local conditions for the conotructlon,  specify 

the production schedule nnri specialisation or tho enterpriao 

cooper-to in production,   etc. 

The customer (ira ft e  the technieni design of the pro- 

ject on tho  basis of the design asc±gn..iûent npproved by 

by the customer and  the initial data received from it.  The 

customer is  liable  for the proper initial data. 

The design assignment prepared  by Soviet spécialiste 

in npproved   by the customer after which  it becomes the main 

document on the busis of which Soviet design organisations 

work out the design assignment  for the building of a cor- 

responding industrial enterprise or other project. 

During tho examination of    a design assignment  some 

changes tinci  amendments are made in it,  on the parties' 

agreement,  èf which a bilateral protocol  is made up.  These 

changes are taken into consideration by Soviet design or- 

ganisations  In making working draughts  sent to the custom- 

er as  soon as they are ready. 

Respective Soviet organisations usually perform de- 

signing in two stages.   At the  first  stage they work out a 

design  assignment complete with specifications for equip- 

ment andother materials, which enables them to place orders 

i'or equipment.  The volume or building work to be done is ' 

indicated in natural indices to enable the customer to es- 

timate  the forthcoming building work.   At  the second  stage 

working draughts are worked out  in the volume agreed  by the 

partien  for the whole building and  assembly portions of 

design. 

Soviet  organisations make complete dorâgn assignment» 

and  vorklnc drafts ensuring the normal  por lozanee of build- 

ing and  assembly, correct calculations of production and 

other promines and  of separate ag-regatco nnd machine*. 

In some contracts the  Association guar mteus that the 

enterprises will achieve the projected  canacity within a 

specified  period,  stating the tenne under which the guaran- 

tee* are given.  The terms are usually that  it „ili  build the 

project in strict conformity with the design worked out by 

the contractor, that full sets of equipment provided in the 

contract will be installed at the enterprise,  that  the cus- 

tomer will  strictly observe production technology and the 

rules  for tho exploitation and upkeep of tho equipment pro- 

vided  for in the customer's design and  technieni documen- 

tation, that the factory will be manned by qualified work- 

ers and engineers and  supplied with sufficient quantity of 

steam,  electric power, water, compressed air,  raw and  other 

materials in conformity with the design. 

In rendering technical assistance  to the customer in 

using a particular project the contractor .-auct  also design 

the project itself. But it ie not its duty to design projects 

or structures situated outside the construction site, as well 

as access roads, electric power transmission lines,  etc. These 

works,  as well as designing dwelling and administrative premi- 

ses and other structures, both on and outside the building site 

must be performed by the customer. 

Design documentation  Ì3 worked out  in conformity with 

the current Soviet rates and with account boing taken,  an 
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ZìI   ,•!-;  oo:;   'Me,   of the« ]oc::l condition." sp:;cii:.icrt by tho 

cn:-; .-yr.-. v XK  •':]:'.:  •.'esijn nssi.vjaent. 

The i.:c: ¡.71 -i:jr;i..-ntiient hevin,- been fulfilled and v.orlr- 

hir. f\v\v•))'••••• trmr.ror.rQi', to tho customer in the -ìiiount m«- 

c ..«•,;/ ;•'<•• r c-it-i-yjnr, on build inr; ?nd assembly vork, Soviet 

(•!. -\.r.r\ ov(;-(;:/.rations .send to the« customer's country their 

•:'pt;c:l:-'Ür:tr: for .-uthor's supervision over the work ctirried 

out by the cu.'to'/.er in confonr.ity with the Soviet  design. 

Psyn-nis to the contractor—tho US3R association-- 

for design in:; nre m-vio by the cuctomer usually fx-om the 

ero ite grated  by the Soviet Union to the customer's coun- 

try in conformity  ..ith the inter¿j;ovcrnmentril agreement on 

rcr/'crirj1; technicnl  r:ssi.str.«nce to the  customer's country 

in built !...(_, specific project. 

In dealing -..ith customers  from the developing coun- 

tries t.u ET:Ji: forms of settlement are used.   In the  first 

the customer -.uthoriros the US3K foreign Trnde Ban):,  through 

its own bnnk,  to  my the contractor's  accounts coraolete 

v.ith  the docuricnts provided  in tho ngreement  and con firm- 

ine "the ,-ictunl fulfilment of cork.  Sometimes the parties 

ngr^e to n~!io payments in two  equal  portions  so  ns to fa- 

cilitate settlements:   the  first  portion is to be paid  after 

the drafting of the desi«~n assignment  and  the  second  after 

tho \ oricing lanughts have bc.n mde. 

The second Com of accounts implies that the payments 

shell be effected, fror letter: of credit on the terns sti- 

pulated  in  the contract. 

III.  4.   Supplies o:' eeuv'-icnt.  The contract  provides 
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tll';1   !';" t!;1  IJtj' ni' the  ci;u-'p:nont .-md  other retort-ils su'- 

p] ivd   :•' vp   coi-'vroo)..'   to  tho US3H otïu"  nt^ncHisin  or tcch- 

ni.cnl   ••!•••(:} ••-.citioa::  nt   tho i.nmifictui-ir¿i  fnefcorior. of tho 

nip;)].!,- ,   ric'intvy. 

K..:'J]!f..f?ntJ-JiilJ. bo  nunpliwl in complot« cete with sp-ro 

porte   S;.-t:   of  «p-n-o  p-n'ts í.u.'át  ..-nsurj  tin  cquipnunt's 

smooth \ m^urir»^ the Ginr?ntoo period. 

The ¿"CivOioi" my replico  soprmtc  types of equipment 

if noce-.":,   on tho underacting that such  raplicoment 

should not vorsen technology,   quility find other technical 

indices. 

Ji(;.!innrnt  and other mterinls *re supplied on the torrco 

noxvnlly -icc'îpter  in  internet.Loml tnde  (free of chnrge, 

c.i. f.,  etc.).   If cni-r;o  ir; carried  in the railway to tho 

country :w' or in?; on the U?JS:í the right of property to the 

good p. ,-inu  nino  the risk oC ^ccidentnl Iona or accidental 

d'ormgo to th'j goons passes from tho supplier to tho custom- 

cr when the goods h'ive been transferred by th'i Soviet nil- 

way  to that of the country concerned. 

Under the contractual term? tho supplier guarantees 

the  quality and   smooth work of the equipment during 12 months 

nine e its COR-IìF s toning,   but for not more thnn 18 months 

fron the dito of delivery,   md   in the enee of precision 

and  neasuring instruments during 9 months  from the date of 

delivery.   If the  equipment proves defective during the gua- 

rantee period  the supplier sin 11 be obliged to renove the 

defects \.ithin  n  period  «greed  on with the customer by cor- 

rect ¡ting yYov replacing the defective porta. 
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The nupiûinr eupplion equipment  to replace the detec- 

tive one     nt  its own  expenne.   The contracta estabulan  the 

order or  riling the customer's claims  againnt  the  posrdble 

shortago (quantity clnimrj   and  quality of equipment  (qua- 

lity claims). 

These  terms, usually contained in contracts,  shov;  that 

the developing countries'   interests are met  to a maximal 

extent possible. 

More should be said about the guáranteos.   ,\a has been 

mentioned above,  the supplier guarantees the quality and 

smooth performance of the equipment supplied.  But its gua- 

rantees do not  extend to the normal wear and  tear of the 

equipment and to the damage caused by improper transporta- 

tion,  inadeqate or careless storage,  Incorrect or careless 

serving or excessive strain,  the customer's non-compliance 

with the supplier's technical instructions for exploitation, 

.md also owing to the customer's incorrect or careless ac- 

tions in the removal of defects. 

III.   5.   Superviaion of assembly work.  In rendering 

technical assistance to developing countries in building 

projects the  Issociatlon usually exercises general super- 

vision and  technical advice and consultation« relating to 

the assembly of equipment. 

The requisite equipment having been delivered to the 

customer's country and the confirmation having been received 

from the customer on the completion of construction of 

buildings,   structures,   foundations and  communications and 

also of all  the preparatory v/ork for the assembly of the 
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equipment,   the  Association sends to the customer's count- 

ry appropriato  specialists for rendering technical assist- 

ance in the  assembly,  setting ano commissioning of the 

equipment. 

The assembly of equipment of any independent working 

group having been completed, representatives of the Asso- 

ciation and of the customer jointly specify the date of ine 

working teats of this equipment, which can only be begun 

after a written consent has been received from the Asso- 

ciation's representative.   The assembled equipment is tested 

by the customer in the presence of the Association's spe- 

cialists, who give the necessary explanations and consulta- 

tion both in relation to the equipment's performance and 

as regarde the use of instructions on its upkeep and explo- 

itation.   Sometimes the working test is made directly by the 

Association's  specialists on the agreement of the parties. 

The Association guarantees the correctness of its spe- 

cialists'  technical specifications, consultations and ex- 

planations relating to the assembly and commissioning of 

the equipment.  But it is relieved of liability if the cus- 

tomer incompletely or imprecisely fulfils the instructions 

of the Association's specialista and if the equipment has 

been commissioned prior to a written consent  thereof by the 

Association's representative. 

111 •   6*   Conditions on which  npecialist  are pfont.  In 

some cases relations in sending specialists are formffilised 

in a separato contract concluded between the  Association 

and the foreign partner,  in another cases conditions of 
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r-'v'\\-"-  ::•>.••• in! ;i  ¡in    Y>r  pr-r/ornin':  specific  .-job::   nvr   L;i- 

i; ' '• "''   -in   '•'"   ^'••iior-il  contract    on  rendering too! nie-1   ;-is- 

Mrt-vice :..-. +ho built inrç of oninrprises or otlur pro;jre (..••,. 

Tho cr.;,:,--clj ('eternine the number of Soviet  n.i.ci.i- 

i::t£j to be  f:r-nt  to tho customer's country to vendor tech- 

nical nssist-nce,   and   specify their speciality,  the eluiv^- 

tor nnd volume of woi-k to br  r:onc by them,   *nd  tho porior.' 

Rnd conditions o'" 00,1 ourn.   Thiu< the U.S3JÎ  \osoci-,tion's n-Jn 

(Uity n« cu»:to,ner is to  ?imd respective  specialists for- ron- 

citrine technical  assistance in carrying out tho v;orlc men- 

tioned  in the contract. 

The customer, on  ito part, pledges to psy the 

supplier»r expenses involved  in the »ending to the civ:ton- 

erà country of Soviet  specialists.  The contract provili oc 

tint th,.' c«r=to!:icr reimburses monthly pay raten to the   con- 

tractor for the work of its  specialists  in the  amount deter- 

mined in th:>  contract.   Those rntes are  paid ns of the date 

of the specialists»  leaving the Soviet Union and  fron the 

d-te of their return.   The CrUa of exit  from «md entry into 

the MSDit arc considered  the d*tes when they cross the  state 

border of the USSH. 

'./hen  specialists <vre pent for a year or nore the dis- 

tornar reimburses to the  supplier expenses  involve   in  the 

poyraant of the lump sum traveijallov.ojico whose amount is 

determined  in the contract.  The customer also  incurs expen- 

ses in the tr-vel o^ the Soviet specialists to tho cus- 

tomer's country nnd brick to the USSR and   expense;; on the 

trave]  of tho specialist  a  family when he is sent together 

with it. 
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11)1-:.v:r the  tav:.:c o"  th..   conti   et  iìut  cu : i oi:i';r  ;-,] fo  ro- 

i'-¡bui'00;'  e::pcnner. on  the  Eov'.et   .¡occi'ilir.tr,'   in;:ur<>nco  fron 

product.;,-:)! rinks r;nd  ice id eut r» dcrui,'; ti]o period  of  Uieir 

mission  ili  the curii;omor' e  country  in the 'intnmt  utipuloted 

in the contract.   Inoar.-'nco  itrj'.-.l'' ic effected  by  the   \nuo- 

ci.ntion in Soviet  inuumnee orerai .cottone. 

Contrncti; usuilly ntipnJnte th.-.l in the cioè  of the 

speci-il i/it'o filling ill  In the cuuto^or'r country  the cus- 

tomer sh-11 not suspend   the pnynent of remunerition  for 

hin work for the period  of his ilüners,  rîlbeit  for r, defi- 

nite number of diys for eich yeir of wo.v-1:.   In th<;  cv;s of 

tho speciilist's lone il^'neco  the Arsocintion my  roe nil 

him to the U3SIÎ .-.nel eend   rmother apeciiliut. 

The contract rjlco doter; lines the epecin] ist'c  l¿r.ve 

.ind itr; time ind  pi ice. 

The contrnct inclue] or; rulea on the terms of the  spe- 

cialisti;'  v/ork ind sojourn in  the customer'r. country.   The 

country pledges to ensure  tho nerumi conditions  for their 

v/ork ?md   Tor this purpose  provide^ tJreo with office  premi- 

ses mid dwellings equipped  with  furniture,  icce^Gories nnd 

all corrmunil  services,  r.nñ  whenever neceninry transport 

for bur. in e en purposes.   Specialists nrc ilao provided with 

raodic.il nid including hospitalisation whenever ncces:iry. 

Thus contracts with  cliuses relntinc to  the  «ending 

of Soviet  opeciilists ref;nl-:to  relations between tho con- 

tractor ind customer but not  between the cur: toraer and  spe- 

cialist:;,  Soviet  specialists  working in the customer' s coun- 

try do not enter into In hour relations with the cunto.ner, 
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bul   o or. tjnuo to im In t.n in  labour rol--'t ions with tho Soviet 

oi'g->nir;ation in '/hIch thoy worked prior to  their sending 

-broad.  Their relations  nrc regualted  by  Soviet labour le- 

gislation. 

Attention should be  pnid to the  fact  that  specialists 

rent  to  the developing countries for rendering technical 

assistance are covered by the local legislation in full. 

The contracts normally provide that the  specialista and 

members of their families  shall observe all rules and cus- 

toms existing at the client's enterprises  and   "shall res- 

pect  th2 customs and traditions existing in the client's 

country'' .  Thus, no special regime exists  for the Soviet 

specialists in the developing countries. 

III.  7.  Conditions of the vocational  tr-H.ninp; oC spe- 

cialists and workera.  Training of national cadres for the 

various industries in the developing comitries,  in parti- 

cular for enterprises built with Soviet technical assis- 

tance, holds an important  place in the economic and tech- 

nical cooperation between tho USSR and the developing coun- 

tries.  The cadres are trained  both at  edticational estab- 

lishment of the countries concerned and in the Soviet Union. 

We shall dwell on the contractual terms of the  foreign 

specialists'   and workers*   training in the USSfì in greater 

detail. 

By virtue of a contract concluded with a    foreign 

counter-partner the US:>R  \ssociation assumes dofinitc obli- 

gations in training foreign specialists. 

Vocational training is free of charge,  tho pertinent 
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Soviet organisations provic-i : ¡-; th ;  'pncv'lj.-tr;  -nvì   . o -Ir- 

ei-ü with free raedtcnl  nie. 

The contract defines tho number of speci a i sts to be 

trainee;  and  the period  nnd   profile 0f traini^,-,   u/he proe- 

miane for trainine e-^ch  specialist  is worked  out  by the 

3ovie¿t organisation or institution concerned on  the bnaio 

o-P data relating "to the training profile or speciality, 

the level of theoretical  and   practical training .nnd the 

knowledge of Russian.  These data are supplied  by the cus- 

tomer, i.e.  the organisation of the country to which  tech- 

nical assistance is rendered. 

The training programme  iß agreed with the representa- 

tive of the organisation of the developing country concerned. 

/ocational training in carried on in Kusnian through 

an interpreter.  The training at the enterprise having been 

completed a special  commission checks on the practical skills 

and  theoretical knowledge acquired, 

foreign spécialiste aro  sent to the USSR for trainine 

without their families.  During the whole period of their 

training they are provided with duelling premises with com- 

munal services,  or hotel rooms,  and with free medical aid. 

Protective outer garments are  issued them under the norms 

in effect at a given enterprise. 

The legal status of foreign specialists in the USSR 

is regulated by the norms of Soviet legislation and  also 

by the rules of the contracts  and agreements concluded by 

the Soviet Union with the country of the specialist's na- 

tionality.   In particular,  the  foreign spécialiste coming 

-ML. 
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l  e .•'!•'   í.'uJ   ,y  vìuvi;r, .'   by  the  intern'1  o..v;jr rc.ri'.- 

]   •'roc:-,    ;•••!  \-'1:¿-    t( c' :ii-:u<;   lì';:; Í ru^tiOUf.   fui''!   Other   )iili-;;:      in 

• •'••>'-     -   ;'! "  c- : •>• ••:•- ••i: ••_•::  or  iuiL-t i Lut i.onr, -./here  vocation il 

I :•  'üi.1'    i'.'  ;>ro: U(í
J'or;  ^,:\-c;1, i.c '»   ir;  proviti tul. 

'"l n ;   i.M;;  r:ir;lr!r   ?n-¡  ri ut .i. or.  of the Uli^H  Vnnoo i -it Ion 

vi''   jVoi--' • < il our:toi:i.-,>;;• nrc- (.'et:.ri:'J.no(i  by the contract cor;- 

oh:loc!  b..t-..o<;n thcr:^  '..-hila the   \crjoci-itiori docr, not  ertcv 

into co*'.!-'  -ri'-l  r'.'l-'tíoris" v.ith  J;he   "oroi^n rpeci"] ir;t. . 
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Jv• J^'^i^LO^^ZLLl-Oil-'l^^y'r tho Contrat cf 

prk,  Ii-»boi.;r ••M<.'   '.-'1..r-;rt-'l 

IV#   i*   Vhc  3uh,irct-,'>tt:;r of thr» Content. 

Tlic contract of work,  labour and mterinl  is one of 

the. nain contracto concluded  in  relatione; of economic; co- 

operation between the socialist  «uri developing countries. 

It«  sphere of application is very broad and includes ninny 

v;>ricrl  forme. 

In thin  .riper,  by tho contract of work,  labour and ma- 

terial (or capital construction contract for short)  is meant 

n contract under which on.? party  (the contractor)  pledgee 

to fulfil a definite amount of work nt its ovm risk on the 

cuntonor's assignment and from the customer's or its own 

not oriels,  and  the customer pier! goo to accent and  pay for 

the work done. 

The contract's subject-matter riuot have as a  rule Bono 

material form,  though in some caae3 the concept'    of con- 

tract  extends to non-nntorial services,  i.e.  giving consul- 

tations. 

The cnpitsl construction contraxt mediates two main 

group? of relations:   those of carrying out work and those 

of transferring the results. 

,Vhen the contract results in the conplotion of an ob- 

ject manufactured by the contractor from its OY.TI material 

ano  transferred  to the customer's ownership the cepital 

construction contract bears resemblance to the purchase  and 

sale  contract,   the main distinctive  features of the form- 

er being contractu-"« 1  provisions  regulating    the performance 
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by the contractor of the vvorka assigned to it and  its coun- 

tcrjnrtncr'o right to  exercise control over the work,   no 

well as oth«r nctiono provided for in the contract  ond re- 

lating to tne construction of the project.   Some authors be- 

lieve that  the basic  feature distinguishing the business 

contract from the delivery contract is the full individual- 

isation of the contract's subject-matter.  This individual- 

ist ion is determined both by general technical  indices 

and the specific conditions of the carrying out of the or- 

der.1 

Inclusion of a particulrr contract in this or thnt 

type dej pends on the analysis of the partió/ rights and 

duties reinforced  in it. 

V.'orks specified in capital construction contracts piny 

the major role in building projects in such industries as 

the hydropowcr industry, mining, processing of raw materi- 

als,  above all oil  and  gas,  ferrous metallurgy,  and some 

other industries vital for developing countries. 

Capital construction contracts are used on a wide scale 

in foreign economic relations between the socialist 

and developing countries, including the rendering of va- 

rious technical services bearing on the delivery of mac/Tnea, 

equipment and instruments, in particular complete sets of 

equipment for industrial and other projects.  Contractor's 

gjesportno-imnortnye operatali. Pravovoye rc.Tuliro- 

v^niye (rJxport-Import Operations. Legal Regulation). Mos- 

cow,  1970,  p.  152. 
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work:; nlr;o  Ino lucie prospecting,  ßoolocical surveying, dcs- 

ijrning,   aa~.emblying,  assembly supervision,  etc.,  v/hich 

were considered  nbove.  In this section we shall dwell on 

the contractual relatione arising in the procenr of coope- 

ration with the developing countries in the construction 

or induct rial and other projects. 

Unlike technical assistance relations in which the 

organisation of the assisting country assumes obligations 

in carrying out separate types of work, under the business 

contract the contractor organisation pledges to perform 

the whole complex of jobs in the construction of a partic- 

ular project which is then handed over to the customer un- 

der the procedure established in the contract.  Such cons*- 

truction is performed on the general (or main) contractor's 

terms or,  as is often coiled in practice, on the  "up the 

key"  terms. 

The literature has noted1 that this form of relations 

between the contractor and customer has become widespread 

in the relations between the industrialised and develop- 

ing countries. This especially concernas those developing 

countries which have large financial resources but lack 

their own national cadreo and exper/atyhce of construction 

of modern industrial and other projects. 

k positive factor in such forra of relations between 

1 Sergeyev P. K. On the Contractual Costs of Building 

länterprises in Sets on the Capital Construction Contract's 

("up the Key") Terms.  Vneshyaya tor-Kovlya. 19Y7, No.  12t p,4i. 
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thc ciuiton;:,' and   performer io ti?ne  raving and  nino  Guaran- 

tee    tint the project will bo built   in the specified  pe- 

riod in nccordanca > -ith tho design. 

Cr-o negative   feature of building enterprises  on  tho 

capital construction  contract's terna i a that tho  .future 

owner oí' tho enterprise,  tho country v/hero the construc- 

tion is carried out, «iocs not nci3ui.r0  the requisite  cxper- 

incce  in the construction, assembly  -md adjustment  of equip- 

ment or auch nn enterprise, dependence on the help without 

persistine in this  field. Nevertheless, the above-mentioned 

advantages of construction, especially the time  factor, 

v/ith the limited manpower and material resources  in the 

customer country,   ;iro  often tho determining factor in choos- 

ing the  "up the key"   form of constm>.ction. 

In 1977 goner il   contractor's agreements accounted for 

W,J of all v/orlcs carried  out by the UÜ.'üii in the developing 

countries, in particular 60£ in  \lgoria and Iran  and 80^ 

in Iraq.l 

One organisation,   a general constructor, can  in prin- 

ciple pledge to perform the vhole complex of works.  Host 

typical for the present period is the general contractor's 

agreements v/ith the  U3e of sub-contractors. 

The system of contractual ties  is here built   in the 

following way.  The  Soviet organisation (or that  of another 

Ocografiyn  i  r-izviva.yuFhchiyes.ya strany  (Georgaphy 

and the Developing Countries),  Thesen on reports  at  the ple- 

nary session of the  conference,  '¡osco./, 1978, p.   18. 
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:-o..'   HL   .:uu,i.Vy)   acts    ,.-   th :  :;< nural  conti -«tor,   invit- 

ivi;;  -•     ub-cün!.riclo..;  tj,...  nation ;1   fir-»..-  o.." the  -io-, .-lu.)- 

hïz COIM trier: or or-n Lotions  -r:a   rir.v. of 1hir-   COP. ¡t.-.l.;:., 

*oth  nooi-] ¡..,:;  nm, capitalist.1   ^ f.cnurnl contractor oon- 
cln     :: pertinent  contract,-:, with  tiran. 

'•'hr  pertinent relation::  nr;«   :•,,--,] -to,:  ,'i.vcctly  l.v 

io-—i~r;  tr-'e contract n. oonclu-ed  -t th«.- civil  1--1  3 evül 

r.nà   -ìleo  b.y  iiitci'^ovoxTimrr.vtO. ^rerments.? 

Moreover,  these relations aro  rehuirte a by tn« rules of 1: 

recognised US appropriate by the pertico to a  specific cone- 

met.       -Then     the Soviet law i3 recognised as  such. 

• law il;t!  provisions  are app- 

lica,  n"iaoly the nowü oí  civil law*,   such  as tho   vim;:, mori- 

telo of Civil Legislation of tho UiiJ-H .-ml Union lío public s 

.and tho civil codes of the Union Republics. 

Soviet  foreign trade organisations carrying out capi- 

tal construction in the developing counlricn widely uce 

standard  contracts which ore notobliCatoiy for tho cooper- 

ating organisations.  They    contain a noclcl list     of contract':. 

terao on capital construction, which largely facilitóte 

the parties» negotiations and tho fimi wording of the con- 

tract. 

Of such character are also the instructions, General 

Tonn and  other reconendation documents used  in cooperation 

On tripartite cooperation see Section  VII. 

On the correlation or" contractor'r¡ and intari'govern- 

mental  -¿reorients sou  Section II o ' tht¡u report. 

*— 
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•m.'. r,rfM,nrori by the Uli European economic Commission. 1 

'¿'ho conclusion of i contract in precedcc/by a very im- 

port-mt practical activity in selecting the future partners 

n..i < e I urn In in;; th-ir positions (financial possibilities, 

¡inliriiu personnel, etc.), and also in retrieving other 

data tint nrc of substantial importance for the successful 

vultilment of the commitments. K  considerable importance 

is attached at this stage to the partners' mutual informa- 

tion nbout each other. 

IV. 2. The Basic element? of Contracta. 

Basing ourselves on the established practices vie  shall 

dvell on the separate provisions of the capital construction 

contract. 

^'irnt of all, the contract names the partners. 

By naming the partners is meant the names of the par- 

ties concluding the contract, their juristic acidre33ea, 

and the countries whose juridical persons they are. 

The contract 0I30 usually establishes the terms sub- 

sequently used in its text. This is necessary in order to 

avoid misunderstandings and facilitate the unambiguous in- 

terpretation of the contract. 

capital construction contracts also define the 

following basic notions: ''customer (client) ', "contractor", 

£.g., liegulations on making contracts in building 

large industrial projects, which boar on contractual re- 

lations li^;j/Trade/117). 
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»'•:nr;î.nonr»f   "work::",   «taponry v/orka»,    "con Lroctual  price", 

'Tinnì cornetín]   nricu",    'buLL'in- equipment",   "matéri- 

au-,",   "cu.-tomcr'o materials",   "coiitwctor'r, materials", 

".'vuf;i;,:;-,   "nit<V,   "e «lcul.it j on of tino"  (month:;  nnd year.<;), 

"work   schedule  (programme) »,   and  uomo  other*. 

The  provision dp-line with the subject  -matter of    the 

contract  is of substantial  importance  because  it explains 

the  essence  of cooperation,   and  tho parties  nrc therefore 

striving to forraul ate  it  as precisely  n.<   possible,   cince 

this determines their rights and duties. 

Since capital construction works are  often carried on 

for a lone period of time,  especially in  the   "up tho key" 

construction,  nnd include  a whole complex of various oper- 

ations,  tho contractor often nets up a directorate to ma- 

nage the jobs in the customer's country.   The directorate 

taay assign a competent authorised representative who direct- 

ly managen the construction. 

Vhe directorate cicles all construction  and assembly 

works an?  settles all the  relevant questions on behalf of 

the  contractor and jointly with representatives of the cus- 

tomer;   in other words,   it  coordinates the  activities of all 

the  interested organisations Xo as to arrive  at the l'inai 

result. 

In accordance with Soviet practices  the construction's 

directorate exercises in  the developing country tho  func- 

tions op representative of tho foreign trade  association 

concerned  that  acts  as a  contractor. 

Let us consider tho  parties'  obligations in the capi- 
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Il   '.;".,•  i i"i:> ¡,io;i   eortr •'it, 

\>r--'iv  tho cor.trict   tl,o eontmctor ir  to perform Ilio 

.-.'.•  oi'.L.d   ..oií:  -mC,   p-;r   the ronuJtn  to lh,ï cuutonor'í.: con- 

r.id•;•••:•:[ ¡,n. 

vin.- contractor':; o L libiti on r. unu-illy  include: 

pci-rojv-ncL   rind  co.:¡nletion OL' .-.orlen involved   in tho 

dc-i-n, uiimf-icturinE equipment,  tr m^portntion,   incmr-ince, 

del ivo.../, luilonriins on the lull«'ing  ''ite,  building work, 

nr.'-onbl;',     «"fotfinrxlins,  completion  of teat<3,  prep-amtion 

for no'rnl  exploit--it ion,   ¡anci putting  into opomtion; 

correction oi" defects (repairs nnd replaceront of de- 

fectivo p.nrtT) ; 

provision of work force and mitoi-inls (except  the cus- 

tomnr'^ rrteri-ile),   of buih in- equipment  and  so on,  in 

the   -mountr  r;tipulritod   in thv contrnct; 

trnj ninfe of perronnol; 

nutiiO'f'c fmpervirion. 

'L'ir.; eontrnctor cm oc quire  the  requisite lmtori-ila 

irò-:  -rij   roller,   including the cu;.trv.;.jr.  in  the litter ci- 

uo their relntionn   nhnl3   be re.^ul it ed  by the puchnnc nnd 

stle  contract. 

Th'j contractor pledger; to  fuJ fil   tlv; v.ork ctipul-itecl 

in the contr-ict   from it:: o..n rm term lu  "nrt  by its own me-^ne. 

\t  the &?rao tine the  c ont met    rany provide  for theberfor- 
X 

m-^nce of \.or)c from  the  customer's mteri>lo,   in which enee 

tl;ey   ire  nceeptea,   proco: ac(  r.n     transporte;   by the  cur.to- 

i.Ki"  -it   iJ:c on expense. 

Sono  cûwtj-ctc.   provide  for  f o  s  :eli nit Lon (e::nort 
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and  ¡înif.)  o- the contractor'.; materials and building equip- 

ment,  with the reservation that civon the price agreement 

the customer reserves the ritfit to purchase the equipment 

ami  imuuod materials left over after the completion of works. 

When the work ia carried on the contractor is liable 

for the safety of «11  the moteriols delivered  to the con- 

struction nito both by him and the customer.  The contract- 

or shall correct at his own expense all the damages likely 

to arise during that  period,  except  the force majeure careo. 

The contracts stipulate that the material  and  work 

nuality must corresnond  to the norms,  standards and tech- 

nical  specifications  in effect in the supplier's country. 

The persons entrusted with    quality control can orga- 

nise quality tests not  provided for in the contract.  These 

ore paid for by the customer.   .;hen the quality  is lower 

than that stipulated  in tha contract  the work  shall bo 

paid by the contractor. 

The customer's major obi ir;-, t ion is to receive the pro- 

ject  for payment. 

The contract's price ic determined when the contract 

i3 included  and  is called the  "contractual price".   Since 

expenditure can be reallocated between the parties during 

the performance of work,  use is also made of the concept 

"final contractual price",  i.e.  the price determined af- 

ter additions or exemptions from the primary contractual prie 

have been made. 
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>In Long-term controcts for building large projects by contra- 

ctor method      the parties can envisage the institution of 

Engineer. 

In Soviet practice this means a group of Soviet  specialists 

oppoinled bj the cuaomer and sent to a developing country 

on special contracts with a foreign trade Association exer- 

cising the functions of contractor, for supervising the prog- 

ress of work.    The specialists' duties include supervision and 

control over the performaCe of work on behalf of the customer 

within their rights and powers, which are usually rather broad. 

The Engineer's main task is to ensure the perforasse of work 

in conformity |%/th the contract, and his written instructions 

are binding on the contractor* 

The specialists' functions include, in particular,   appro- 

val of the programme of work, provided for by the supplier, 

and carrying out of checks. The Engineer can remove    from the 

construction site materials that do not conform to the cont- 

ract,  replace them by quality mterials, or¡6|dT   resumption of 

work from the very beginning,  etc., with concomitant expen- 

diture being incurred by the contractor.    One of his major 

duties is checking on the quality of the finished project 

and issuance of an appropriate certificate. 

Contracts enable   the customer, Engineer   and their author- 

ised representatives to come to the construction site and 

supervise the work done. 

Reaults of performed building operations can be concealed 

by su8equent operations only on their approval by the Engineer 

who must have the opportunity to inspect any part of the pro- 

ject,  as well as the foundations. The contractor is obliged, 

on the demand of the authorised representatives,  to let them 
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inspect any work performed \>y the contractor.    Depending on 

the quality of operations the perforraace of these actions nnd 

restoration of the works infringed during checking must be re- 

imbursed by the contractor or 'justoraer. 
contractor's 

The contracts provide for terms    of the       ;% import 

of stipulated equipment and materials in the volume correspond- 

ing to the amount of the work donef, with the contractor 

being the supplier of said equipment and materials« 

The supplier shall pay for their transportation from the 

borders of a developing country concerned or its ports to the 

building site and back after the work has been finished. 

Many contracts stipulate that    irf transporting 

goods the supplier must take measures against damaging access 

roads* 

Completion of contractor work stipulated in the contract 

means that the contract has been performed. 

Difference is made between completion of work as a whole 

and in separate parts, and    a     contract may r 

therefore    reserve periods for completion of work in the whole 

project and in its separate parts. 

The contractor having been notified of the completion of 

«c^k*k,  the finished project is put to test. 

The work and tests having been completed, the Engineer, 

having receive* from the contractor a written commitment to 

complete any unifinished works, issues a certificate which 

states the date of the completion of work and final tests. 

The certificate thus bears witness to the completion of the 

project. 

If the work programme provides for the project being cons- 

tructed in parts,   the certificate is issued for each of thera. 
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Fro-n   the raomont the certificate  has been iosued the customer 

aauunieo full iMüuonoibility for the running of the project. 

The gurantoo poriod runa frota the dato of successful testo, 

which io determined in the preliminary acceptance Act,  and 

loots for 12 months, as a rule* When the customer begins to 

use a part of the project before the appropriate Act has been 

adopted,  the corantes period begins from the moment it begins 

to be used. At the Engineer's request the contractor shall 

prolong the guarantee period'in relation to any defective part 

that must be replaced or set straight* 

During a dofinite period defined in thefcontract      after the 

end of the guarantee period and termination of all contractor's 

obligations the customer iesueä it a final certificate  (whol- 

ly and in parts). The certificate  testifies    that the works 

have b«en done in sufficient amount and certifies their 

proper perform&O'e. 

Obligationn are not considered fulfilled until all acts on 

the final acceptance of works have been issued for which the 

contract ras concluded (i.e. until final certificates have 

been issued). This provision,  the contracts stipulate, does 

not rule out    the customer's actual ownership or use of the 

projects. 

The contracts usually    specify that all changes and amend- 

ments made in the volume of work and also new contemplated var- 

iants must be agreed upon between the contractor and customer, 

including the relevant fiondai questions. 

At the same time, when the performace of such additional op- 

erations does not exceed the cost of work stipulated in the 

contract, the Engineer may make  some changes in the form, 

quality and quantity of work,  namely* 
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increase or decrease the cmountn of any works provided for in 

tho contract; 

exclude some works; 

change the character,  qu'uiüity and type of works; 

cli;,iiL,u the level,  direction, positions and oisoo of ports of 

work ; 

perform additional work or chance a given work by a different 

one that is necessary for performing the work as a whole« 

Such orders do not annul or chungo the contract, hut thoir 

coot is considered in determinine the final contractual price. 

Additional ordered are paid according to tho rate and priceD 

indicated in the contract. 

The contracts establish periods for removing the existing 

defects. The   period begins    to run from tho date of the actual 

acceptance of work (as a whole and in purta). 

If the Engineer found defects during that period he has the 

right to demand that the Contractor shall remove thorn by re- 

pairing, reconstruction,  etc. If,  in the Engineer1 o opinion 

tho material and work quality does not correspond to the con- 

tract    such activities must be carried out at the csupplier's 

expense. To correct the defects the contractor nust be given 

a definite period of time. 

If the contractor is not Hable for the disclosed defects 

expenditure in their removal is incurred by the customer. 
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v. '.P;R-:ïï oí? Tía;:;? ,:; o? T ;JI;. CIOGï 

v'-  :^i.:'? of JL^IUllJi:«   •I"|1C  practico of industrial  co- 

opor-ti.on o.  mcmbcj -countries  of the Council  for íiutuol ¡ico 

nomic   ¿urdnt.anco ('J...¿.\) with developing countries involves 

vrJoun  forriu of trnnnfor of technology,  which in the pre- 

sort  study is understood  as various scientific and techno- 

logical  achievement:? ucod both during; conclue ti on and oper- 

ation of facilities.   These achievements may be handed over 

to a developing country by trnnsferrine technical documen- 

tation,  licence« and  know-how«,   as well  nn through trans- 

fer of experience by specialists and through other possib- 

le neans. 

Prom the legni  and economic viewpoints,  two foms of 

transfer should be distinguished,  namely transfer of tech- 

nolor.ic-a achievements without  compensation mid transfer 

of concomitant licences and know-hows with subsequent com- 

pensation. 

Large-sonle transfer of advance technologies is pro- 

vided  both in the course of developing design documentation, 

which  involves the most progressive,  assimilated  and repu- 

ted projects,  and in the course of construction and opera- 

tion of Industrial enterprises in developing countries. 

Technical achievements are  primarily transferred 

through ciocumentation. 

A series of intergovernmental  agreements concluded 

between the USSR and developing countries stipulate trans- 

fer of technical documentation without compensation.1 

::.  üogoufilrivükj...   Aspectc juridiques de l'assistance 

technique pf-tee par I'll..:.:;. 3.   aux pays économiquement 

cou::«¿¿voloppofi.   Ite vu e do droit, contemporain.  1%1,  °l 

P. 47. 
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'-"h-.'îc  agreements otipul.te  that  tnnül'or or technical 

clocuiren-fcntion to developing countries chould   entail only 

payment  for the actual expenditures of Soviet  organisations 

connectée) v/ith preparation or these documents  (copyin-, 

translation into   foro ten Ionice, deliveries  to C;ivcn coun- 

try,   etc.).  Peymcnt  for technical projects contained in  the 

documentation shall not be collected.   \a n rule,  the terns 

of transfer are formulated  in relevant  r.Grc orient-j in iden- 

tici wording  Por instance,  in the  Weoment  on  Jconoaic 

and Technical Co-operation with Tanzania dated ,.ay  2C,  1%6, 

those torma were expressed  as  follows:   "líeopoctive Soviet 

organisations will provide conpetont Tansanion orCanisa- 

tions v;ith drawings,  blueprints  and production processes, 

and also with other technical documentation for or¿-anÍ8Ín- 

production stipulated In the  respective projects of units 

built  in accordance with  the oresent   V;roement.  The above- 

mentioned documentation will  be  provided  for payment of ac- 

tual expenditurea borne by Soviet orCaniaations in connec- 

tion with preparation (e.G.  copying,  translation and in- 

clusion or any essential  specifications)  and  transfer of 

said documentation to the Tansanian Side" (Clause 3)1. 

Another example  iB the Agreement on economic and Tech- 

nical Co-operation betv-een the USSR aud   Viaria dated  De- 

cember 27,  1969. Th»'s Agreement stipulated that the Govern- 

Sbornik deisvuyushchikb  dorovorov,   rorlaahenii i 

konventsii.... Issue  24, Moscow,   1971,  Items  339->i0. 
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"C-ut of the USiJH v.ill   "provide  tranter by Soviet  organi- 

«•îtionc to the Government of the People's Democratic liepub- 

lie of   Userio drawings  ami descriptions of production pro- 

CC0!iCS ti::iiC0P»W   'or organising production of respective 

prociuctn ,.t  enternri.es built,  restored or expanded in co- 

operation with the Union of Soviet Socialist República in 

conformity with the present  Agreement.  The said documen- 

tation will  be transferred' without any compensation nnd 

with payment lor only the actu>l expenses connecter! vin, 

preparation or elaboration and transfer or said documenta- 
tion".1 

In such agreements,  the words »without compensation" 

ore understood to imply that no speci.-il payment is collec- 

ted  for technical projects iacludod in the submitted docu- 

mentation,  particularly for the newest  projects which may 

be regarded  as know-hows or inventions.   The above-cited 

terns for transfer of documentation nay be regarded as tan- 

tamount to providing a kind of general  free licence on 

using technical achievements in a    «iven country.'2 

At the same time, the purposeful character of trans- 

fer of documentation required  that tne  agreements include 

x ibid. 

2 
G.   I.  Tytnknya.  l'orras and Terras of Transfer by the 

USSR of Major Technological  Achievements to Developing 

Countries  Problemy g^udarstva  i^ava m,covremennon eta- 

£o  (Current Problems of State and Law),  Isaue II, Moscow, 

1970,  p.   303. 
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cort,ln liuitationn in regard to utilisation of tho tech- 

nie ,1 documentation outnide the country to which technical 

neoistnnee in provided. 

Thus, tho nbove-mentioncd Agreement v/ith Ugoria sti- 

pulated that the documentation v/ould be used only inaide 

Algeria and v/ould not be transferred to foreign physical 

or lerpl persons without the agreement of the competent 

Soviet organisations in each specific case. 

This limitation was coined by the fact that trnnofer 

of documentation is achieved with a stictly specific pur- 

pose aimed at rendering assistance to a given developing 

country so that it could build it« own national industry 

and. primarily in oostruotion of enterprises in the public 

Doctor, which the USSR gives active support. 

2The nbove limitation ir. the sole restriction in transfer- 

ring Soviet technology; however In «« t>jr, uowever, in no way does it affect 

the interests of developing countries with regard to sub- 

sequent manufacture of products at enterprises under con- 

struction. As had already been noted abov,, those enterpri- 

ses are the full property of these countries, and they can 

freely decide everything relating to manufacture and sale 

of products both on domestic and foreign markets. m mark- 

eted good- bear the traúe marks of national enterprises, 

and no restrictions whatsoever are applied thereto. 

In addition to transfer of technology through documen- 

tation, current practices also envisage binding over of know- 

ledge nnd experience by Soviet specialists and workers sent 

to developing countries for thnt purpose. 
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Transfer of tochnolo-y anrl lmow-hown in the course of 

construction  ami  operation of facilities  is achieved with- 

outt-KMition-,1 componantion.   According to the terms of the 

contraete, Soviet opecinlints are  to receive payment  in no 

v.ay connected  with the  scope of the knov/ledgo and  cxpericn- 

ce actually transferred  to developing; countries.   As a rule, 

their salaries  and v/ages equal to  .ctuil expenditures born- 

by Soviet organisations for staffing specialists  in a Giv- 

en developing country and  also part of the salaries or 

wages that they had previously received in the USSR. 

Transfer of technical knowledge and experience with- 

out  actional compensation is achieved  on a considerable 

scale afllb by providing various conclusions and recommen- 

dations of Soviet research and designing institutes; these 

conclusions and/or recommendations  arc subsequently trans- 

ferred directly to foreign clients  or used in their inter- 

ests.   4s a result, developing countries have no need to 

invite   highly pnid consultants,  sonrching widely practiced 

in 'iealo with industrially developed  capitalist  states. 

However,  in case of need  for top-level Soviet consultants 

to come for a  short period of time  to a given developing 

country,  the latter an a  rule does not pay any compensation 

for their servicers,  and  in most cases they are  "guests" 

to whom the host  country pays for their meals, hotel and 

transportation fares (\.hen they travet about the country). 

Vi.   ?.. license  \,cre omenta.  In  addition to transferring 

technology without compensation, the USSH and other social- 

ist countries have in recent years  also expanded the prac- 

tice of transferring technical achievements through licence 
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^mènenta not involving compensations and usually termed 

concomitant liccnsea.l Thin concerna tran o fer of rights l'or 

utili«ine in developing countries of dato contained in de- 

signing- nnd technical documentation which,i. reopect to 

contents, is characterised by absolute or local novelty 

(invention or know-how). 

A characteristic feature of Soviet license agreements 

concluded with organisations in developing countries is 

that the terms are directed at creating optimum opportuni- 

ties for the licentiate to quickly and properly master pro- 

duction or the licensed article. The above agreements sti- 

pulate for transfer of a complete set of technical docu- 

ments, for rendering all necessary technical assistance, 

etc. At the sane time, the license is provided on terms 

that ore economically profitable and not burdensome to the 

licentiate. In cace of need and at the licentiate's option, 

the lieenne is provided together with machines and equip- 

ment without which it would be difficult to start produc- 

tion within a short period of time. 

The royalty for the license is often known to increase 

at the expense of the cost of technical assistance involv- 

ing training of local specialists, their probation period 

at the licentiate's enterprises, etc. In Soviet license agse- 

!í. Gorodissky. Terms and Forms of Transfer of Soviet 

Technology and Know-How to Developing Countries. The Import- 

ance of the Patent System to Developing Countries. ,/lPO, 

Geneva, 1977, 47-49. 
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mt.-nti) . ilh lie entapen in developing countries, addition- 

al royalties for auch technical assistance are generally 

not collected; this is natural and lends to decrease of 

total royalty. 

In concluding liccnrjo agreements, con «id on ble atton- 

tion is given to providing opportunities for using local 

raw mat orlala and manpower when organising production in 

a given developing country on the basis of a Soviet license. 

Thus, LiecnsGi provided to developing countries never 

include renervations regarding so-called "conditioned pur- 

chases" of equipment, machines, materials, spare parto and/ 

or half-finished products which the licentiate could obtain 

fron  other sources. Such terms, practiced by some compa- 

nies in capitalist countries, are Jcnov/n to lead to unjusti- 

fied increase of licence costs and unfavourable conditions 

for the licentiates. 

líeither do salee of Soviet licenses involve "compre- 

hensive licensing", \;hcn, in addition to the needed tech- 

nology, the licentiate from 9 developing country is offered 

all the technologies that relate to the given production 

and are protected in the given country by a series of pa- 

tents. 

Agreements concluded by Soviet organisations with li- 

centiates from developing cauntriea do not contain restric- 

tions on purchasing technology in third countries. In other 

words, the lic<aitiat«: ia not artificially bound to a defi- 

nite source of technology and is not deprived of any niter- 

natives in choosing the scientific and technical achicVJ- 
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•"ont,- «.hich    Tor Mm nrc econo le-Oly  optimum. 

In their agreement, with developing count rie.,,  Soviet 

lice,t L,rc do not  establishunjustifiably lengthy te*»B 

during which the  agreements woul,  be  elective,   since  this 

coulu   lend to a  situation wherein  the  licentiate would  bo 

bound  to a technology which,   after a certain period of time, 

v.'ou.l/1  beeonc obsolete. 

neither do Soviet organisations stipulate terms in 

license  agreement, that would oblige the  licentiate    to 

sell  the licensed  product at  a definite price nati only via 

the licentinr's saleo channels,  ffrade activity is not res- 

tricted,  eince this could result in highly unfavourable con- 

sequences for the economy of the licentiate. 

Soviet organisation*, do not put forward any demands 

for establishing a  specific output  rate  in the country to 

which the technology is transferred. 

It  should  also be noted  that,   in of forine licenses on 

technology to be used by enterprises in developing coun- 

tries,   Soviet organisations do not  seek  to ensure  their 

ovn participation  either in the ownership or management of 

these enterprises; nor do they  strive to establish any 

contrlók over these enterprises or to interfere in mana- 

gerial  activities. 

An important  factor inherent in Soviet licenses is 

that  the license agreements do not contain restrictions 

on measures by licentiates from developing countries that 

would  limit their own research  and designing work.   These 

agreements do not  establish any requirement on free  " re- 
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tum" o'1 rirj inventions -^nd/or improvcnejnts made by the 

lie enti .te   in regard   to the originally  received  Soviet  tech- 

nology.  l'n  "urn,  Soviet licentiars do not  demand   that  licen- 

ti iter, fro :i developing countries should  be obliged  to buy 

Soviet iriVv-i-.tionrj and/or improvements  related to  the tech- 

nolojjy ori.v'mlly transferred  to them,   since application 

of such terns had  in  a number of cases  forced the licenti- 

ate:-, to buy technologies they did not need. 

Soviet  license  agreements with organisations  from de- 

veloping countries never establsih any terms restricting 

the use of national personnel and do not reserve  Soviet 

technical  specialists  exclusive rights to occupy  specific 

key managerial or technical posts.  On the contrary,  Soviet 

licontiars do everything in their power to promote quali- 

fied trainili,; of local  technicians, using  all familiar forma 

of training national personnel. 

The  existence in respective developing countries of 

n patent  system makes it necessary, when concluding license 

agreements  (as well  as during free transfer of technical 

document-* 'ion),  to protect  the patent  interests of Soviet 

organisations,  With that in view,  the  respective contracts 

contain reservations  prohibiting transfer of information 

on the subject of the  license to third persons without  the 

permission of a given Soviet organisation,  the licentiar. 

Here is an  example of the terms stipulated in such contracte: 

"The lie intinte guarantees that know-hows for designing dn.il 

producing   'licensed equipment'   will be kept in secret by 
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the licence  nnd hin client,   to «horn the  respectivo docu- 

mentation noy hive boon transferred by the-  licontinto in 

the courre  of protection or  the equipment,   and   nlcü:.os not 

to disclose  and/or transfer this information,   noithrr pnr- 

tiolly nor fully,  to other rides  for use or inspection 

without written permission therefor    fron the lieontiar".1 

In no wny do such terms contradict the interest- of coun- 

tries „ho receive technology  on the bnnis of concomitant 

licenses. 

Thus,  the interests of developing countries,  the re- 

cipients of technolocy,  are taken into consideration to a 

maximum extent when concluding license ngree-nents.   In con- 

nection with trans'or of tecinfíogy stipulated  by contracts 

with organisations and companies fron developing countries, 

mention should  also be made o ? patents grant od  in those coun- 

tries to the USSR and other socialist states.   The number of 

such patents is not too great,   and the objectives pursued  in 

securing them are entirely different from those  pursued by 

Western nntions striving to  secure patents there.   Speaking 

to foreign newsmen when he was Prime minister,   Jawaharlal rJeh- 

ru once noted that socialist  countries are prepared to help 

India study their technological  experience and   production 

techniques,  which in other countries are protected by a ayftora 

of patenti  Socialist countries,   said 1,'ehru,  are nore inclined 

to render India  such assistance  thn;i other states.2 his ro- 

1 OP«  cit.,  p.  308. 
2 

Tibor Mende.  Conversations wi|th ur.  I.'ehru.   London, 

1()%,  p.   132. 

-VIL- 

* 
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m-rko .-;1:;ü i-lain their significance to this day in record, 

to  the potentine pojicios or socialist countries. 

..hui potentine their inventions in uovoioping count- 

ries,  soviet organisations do not pursue aims of establish- 

ing p monopoly in specific  fields of science and technolo- 

gy  to the detriment of national projects onci research.  They 

do not  seek to cren te conditions in which developing coun- 

tries would  be compelled  to import  Soviet goods without de- 

velopinc similar domestic  production. '* 

Un the contrary,  the patent policy of the US3K in re- 

gard to the countries of Asia,  Africa and Latin America 

is  aimed at creating comi it ione for their nation-* 3  organi- 

sations to be able to freely use advanced Soviet production 

method» in the interests of developing their own national 

in^m:tri.oti.  ritentine Soviet  inventions in developing coun- 

tries is important when complete  sets of equipment are de- 

livered  sinuit-mcousiy with providing production methods 

.and  technical assistance.   In this case, national organisa- 

tions in developing countries    are themselves primarily in- 

terested in a situation when the products delivered,  includ- 

ing a nomenclature of diversified  equipment and relevant 

production processes, would not  enter into 9 controversy 

with the rights of patent-ovmers  from third  countries.   In 

the  absence of patents on Soviet  inventions,   such contro- 

veroios could seriously complicate operation of industrial 

facilities built with Soviet assistance. 

¡:.   Goroi'isslcy.  Op.   cit.,  pp.   52-53. 

!•• * 
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The exictence of Soviet patents In developing count- 

ries Seivo-3 at; a gu-irnntee for interectod enterprises thoro 

to purclnsc licenses on Soviet  scientific  nnd technical 

achievements,  if they intend  to  st,rt thoir own production 

of different products on the basis of Soviet production 

processes, without fearing counteraction from foreign com- 

panies, the traditional suppliera of these products to 

those countries. 

VI«  Conclusion nnd Implementation of Contractât 

Cenemi Aspects 

VI.  i. Conclusion or Contracts 

ill contracts relating to industrial co-opemtion are 

concluded in written form nnd signed by representatives of 

the contracting parties. 

Normally, the date of signing of the contract is    the 

date when the contract Joes into effect.  In some tíuropoan 

socialist countries, the contract comes into force when 

due permission for its conclusion had beon received from 

competent otute agencies, or provided the contract would 

come into effect after said permission had been received. 

Por instance, according to Czechoslovak legislation, per- 

mission for signing  i contract is granted    only in case 

of preliminary consent by the Federal Ministry for Techni- 

cal Development and Capital Construction, the Federal Fi- 

nance Ministry and the State Bank of Czechoslovakia.  Con- 

tracts signed without due permission are invalid. The Cze- 
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cbü.slov^ Government con establish  instances when auch  per- 

mis: ion io not required. The need of due permission in r,l«o 

stipulated by the Law on Currency Operations dated Decem- 

ber 21,  1970. 

The legislation of n nu-nber of countries also provides 

for definite nctiono subsequent to  signing of contract,   but 

without which it cannot go into force.   In Bulgaria, for 

ex-.mple,  all respective ministries tabla  ouch contracte  for 

endorsement by the Council of liinietcra.   After they hod 

been approved,  the contracts go into  effect for organisa- 

tions which, in thio cace, arc contracting parties. In the 

German Democratic  Republic,  nil contracte ore subject to 

registration at the ministry of Foreign Trade. Moreover, 

nftcr they had been  signed, the contracto are verified,  pri- 

or to registration,  by the Ministry of foreign Trade (con- 

trol of competency of contracting parties,  instructions on 

prices,  sanctions,  dates,  etc.). 

K review of legislation in socialist countries shows 

that granting industrial and foreign-trade organisations 

the right to participate in international industrial co- 

operation is invariably accompanied by development of a 

system of strict control by government  agencies over the 

actions of these organisations at all  stages of drafting, 

concluding an."  implementing contracts. 

iinglish is normally the language used for drawing up 

contracts. 

VI.  2. Period During Which Contract Is Valià 

Contracts for performing contractor work, especially 

m 
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construction of large industrial facilities, aro normally 

concluded for a lengthy period  of time (five years  and more). 

If, after this term had expired, there ia need  to pro- 

lan? the contract, the period of validity may bo extended 

on agreement between the customer (in case of neod,  the 

"engineer") nnd tho contractor. 

Some contracts establish a procedure for terminating 

or postponing contractor work in connection with national 

interests.  As a rule, auch measures should be accompanied 

by a clue    written notice which should be submitted  one 

month prior to postponement or termination of work. 

Some contracts stipulate the possibility of temporary 

stoppage of work by order of the  "engineer".  In such cases, 

the contractor, having received a written order,  shall atop 

further deliveries of materials and operations (completely 

or partially) for a period desirable to the "engineer". 

Additional expenses connected with temporary ctoppage 

of work shall be paid by the customer, except in caces when 

stoppage 1st 

(a) stipulated by contract documents; 

(b) necessary for fulfilling work or caused by weath- 

er conditions, with the exception of forces maje- 

ures, or due to contractor's fault; 

(c) essential for keeping all or part df contractor 

work intact. 

VI.  3.  ?orcoa majeures 

All contracts contain regulations relating to  forces 

majeures.  In accordance with these regulations,  a  party ia 

m * 
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not cindered  responsible  for non-fulfilment of obligations 

if caused  by   Lorccs ma jeuron. 

Forco majeure sisni.-ico any circumstance beyond control 

of ono or the contracting particn,  includine war, hostile 

actions, civil  „ar, mutiny.   ¿ioturbanceo,  strikes,  embargo 

or the: elemente,  tl^.igh not restricted thereto. 

contracts  stipulate that the contractor and customer 

ahall inform one another in- case euch circumstances arise. 

VI. 4.  Annulment ox Contract 

Contracts envisage poonibility for the customer to an- 

nul then. 

In eise n contract io nullified, the contractor, after 

being   duly informed by the customer,  shall immediately stop 

all operations and perform only those necessary for preserv- 

ing rnaterialo nnd construction equipment, 

VII.  Lo^al Aspects of Tripartite Cooperation 

VII.  i.   ¿npansion and  extention of economic co-opera- 

tion bet./een  socialist and developing countries, development 

of international division of labour, realisation of more com- 

plex programmes of industrial development on the basis of 

latest achievements in science and technology rind various 

other factors hnve led to the appearance of different forma 

of tripartite co-operation.   Industrial cooperation among so- 

cialist countries (joint construction in another country 

and/or cooperation in delivering equipment), cooperation be- 

tween Roci->li3t  nnd capitalist countries,  and joint activity 

of a socialist  and developing country have thus become pos- 

sible, The  fons of ouch cooperation are varied  and are pre- 
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ocntly in  their incipient  stage.  Hence,   in this section, 

attention in    given solely to nom,; legal   -soects ol such  tri, 

partite coopemtion. 

In Soviet contr actual practice,   the  legal bacia of ouch 

tripartite cooperation is formed by respective clauaoa oí" 

intergovernmental agreements.  Dock in  1958,   for instance, 

in agreencnt '.ith    Zgynt on economic  mí   technical coopera- 

tion envisaged  the possibility   r0;c Soviet  organisations to 

extensively draw in corresponding organi actions of social- 

ist countries in order to implement de «inning projects, de- 

liveries of various equipment, machines and materiale, and 

cloo for rendering oth«r kinds of technical assletance. 

Intergovmncntal agreements cone lud ed in the 1970s by 

the USSfl with developing countries allow  for the possibili- 

ty of cooperation between Soviet organisations and organisa- 

tions of'other countries.  Thun,   \rt.   11 of the Soviet-Ugh an 

Agreement dated February 22,  1375 stipulates th-.it   "Soviet 

organisations can cooperate v.ith their counterparts in oth- 

er countries in designing v.o.rlc, ooliverien of equipment 

and matorirls,  and other kind:-: of technical aeniatrnce... " 

The clauses of other agreements concluded  by tin USSR with 

the developing countries are  formulated   similarly. 

At  the same time,  it  is stipulated  that  in case of ne- 

cessity to send specirlistc from other countries to the 

country receiving technical assistance.      ¡Soviet organisa- 

tions uill obtain the consent of the respective developing 

country beforehand. 

The practice of recent years affords numerous example.s 
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o" -"cil  .:oO;i(?i.'->Uo.;.   "dor hnst-meu,   the  Czechoslovak onter- 

pvi.: o  ^:(';:•U.i,C..'!, coonurrrLc.a-  with  th.;  Soviet   foreign  trade 

¡if: . í. Lui'i "¿í\'/,J..r'.iü . JXPOdT in miO'Oyi)^-; equipment  to Tur- 

mi  ;.-nu^atiu"1.ng a  rolling-nil'l   ¡cr the Isfahan Steel 

'.'Oí'.' ::  i): Iran;  SÌXlUJXrOuJ1 has al ¡JO concluded  a contract 

for supply inr; o« uipmont  to the Karachi  Stool Plant  in Paki- 
.       1 

i.t.?:l. 

L'rip rtit.e in ustrini cooperation   unong organisations 

nnd  coup aloe nay involve virions versione of contractuel 

tief..   The  first  :\nC  sii.iplost version involves tics of sub- 

contractor nature. Thua, when Soviet organisations cooperate 

with oi^oniarítionn of other socialist countries,  the 

contractor (or supplier),  i.e.   the respective Soviet  foroirpi 

trade organisation entere; into direct contractual relations 

with  the cu3toner from the respective developing country, 

while organisations frovi socialist countries come out ns 

sube ont r->c torn to condurle continoti; only \:ith the  supplier, 

without  cnterir.g into relations with the customer.  The  sub- 

contractors  (sub-suppliers)  aro entrusted  with implementing 

a definite  scope or part  of work involving technical assist- 

ance  in building; a given enterprise or ito part within the 

fr;ir.ic\;ork of a complete  production cycle. 

In stortine negotiations with the customer,  the cont- 

rnctor (supplier) coordinates with  the  subcontractor all 

the basic teras of the  future principal agreement.   In the 

courre of the talks,  the contractor introduces nil neces-n- 

1 Ci^cho-.Iav-k ^oroi'in Tro¿g.   1970, I.'o.  ^. 

A 
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ry auendmenta in tho dr.-)ft of the principal agreement in 

agreement with the subcontractor, v.'ho io sometimes- asked 

to take direct part in the n e,ro t iteti on n. 

The principal contract, whoso   forra differs in no way 

frorn normal contracts for rendering technical assistance, 

stipulates rn article indicating that different typoc of 

work will be performed by organisations from a respectivo 

socialist country, or that different equipment will bo t'o- 

liverod from that country. However,  thio articlo dooa not 

necessarily create direct relationships between the custo- 

mer and subcontractor (eub-3upplier). 

After the basic contract between tho contractor and 

subcontractor has been signed, another cgrooment is conclu- 

ded stipulât «/for tha scope of wox-k to be performed by the 

subcontractor, as well as the dates, coots, delivery terms, 

gunrontoei and other essential terms in conformity with the 

basic contract. 

Payments to the cube on tractor for the work he had com- 

pleted shall be made by the contractor in conformity with 

the trade and tariff agreements existing between the coun- 

tries which the contractor and subcontractor represent. 

The ri¿sks incumbent upon ths supplier and related tc 

deliveries to be made by tho sub-supplier ars ?11 borne 

by the latter until they had become the customer's resoon- 

sibility.  The sub-supplier ennnot enter into direct rela- 

tions with the customer without preliminary consent of the 

supplier. 

Such is the  first poacible version of the structure 
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o; contractu,}   relatione v.hen rendering technical/-! eclat ance 

to o-'.hc.-i' countries In build in/-; enterpriser, and other faci- 

1 ili:: a. 

The fiecond version in v.hen  the contract simultaneously 

deto-ininec the righta  and duties of all throe organisations, 

the organisation of the third country signing the contract 

together ;/i¿th the supplier (cont  actor),  and the contract 

P'J1' '2 contains a clause whereby the organisation of the 

thirf country will dcclrre ite consent with the terms of 

the contract that directly concern it. 

Lately, socialist countries have started joint imple- 

ment;.Uon of a number of large-scale projects in develop- 

ing cou2:faric3,   and thin has naturally led to complication 

of concomitant  lcg-1 relationships.   A vivid example of this 

hi the practice of tripartite industrial cooperation between 

Czechoslovakia,  the Geman Democratic Republic  (GDR)   and 

Ugcria.     Czechoslovakia concluded   an agreement with  the 

UD:t concerning construction of a plant  for manufacturing 

blu:..A. pa.ipj (27 thousand units per annum)  in Algeria;   the 

agreement  alno envisaged that Algeria would be pro vid. od with 

all respective licensee therefor^.   Czechoslovakia is to co- 

opiate \.ith the GDR in elaborating the project,  and  also in 

J.  Jakubec.   Contribution of CZü.i to cooperation of 

'¿..¿\ ruraber-countries in the field of Cooperation v/ith  the 

Dovelopiir   Countries.   •Jl:onoraic.rea;:o.v-,;  r'otrur'nlche.atvo   rtr-n- 

c) lr:rov   .". •//,   j",v/'Y,   lo.    'J,   pp.   ljt\-Yj. 
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coilin;; (J: och licenser and jcno..~ho„s and in coord.matine 

tiu-i tooi.jp.cr.^cpccta of the construction work,  delivery  an,: 

erection c;.' equipment,  cnJ conmiotioninc nnd mon.acoi .eut 

of va-hi pinnt in Ußerin.  The    Algerian personnel   U to   Do 

t min cd  in Chechoslovakia nnd the  GDR.   The contract with 

the  U-erian organisation ia to be concluded  to the cura of 

approximately 9¿0 million dollars.  The oliare of aT.iOIJXP02.'\ 

the Czechoslovak organisation, and INVESTEXPORT, the foreign 

trade enterprise of the GDR, is to be 55 and 4556, respec- 

tively. 

A more complex fora of cooperation in third countries 

involveo implementation of transactions stipulatine for 

creation of * consortium. 

A consortium is a working amalgamation; legally it  is 

an nssociation which docs not possess tho rights of a  lec~l 

person;  c-ch participant in tho consortium bears indepen- 

dent responsibility before the customer from the third coun- 

try.  One    of the participants in tho consortium tdros on 

the functions of a supervisor,  whose responsibility  is  to 

coordinate the participation of the other partners. 

Polish organisations successfully use this form of co- 

operation with Western companies,   l'or instance, P0LIi.JP.5X-. 

CoiL.Oii,  a Polish foreign trace organisation representinr 

several Polish enterprises,  participator» in a consortium 

with the  ,;e«t German  SIrSJÏÏlJS and LOURTI £ Jitl-aDitUM fJj..¡J, 

Gmbh  (head of consortium).  The consortium i3 bui]' ina; a 

phosphate production centre in ¡iarocco.  The conntnustion 

.1.3 carried out on tho   ;,up the key"  térros,  ïhis  form of co- 
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operative  Liea with western companies has become especially 

developed in the practice of Romanian organisations  Ijoiiit 

actions on nu-lccts of enveloping countlrcs in cooperation 

v.ith „cot GciïiM ano   French comp.nica); cooperation in thia 

field with "„'oat  German firms hao led to the founding of a 

mixed society in Frankfurt on the ¡Jain,  the Ito%iinn-Weat 

German angincoring and Consultative Society KODL'KO.  Under 

a cooperative agreement between Hungarian organisations 

and the Austrian companies VOGJLUUSÜK and  SCÍlLI3/l-UL¿;¿::\iá:, 

unitized enterprises for mass production of sugar juice 

fron dates were supplied to Iraq.1 This fora of cooperation 

is characterised by the fact that  the number of Joint  pro- 

jects to be implemented in third countries is growing very 

rapidly,   \ccorcling to a Ui.CTAD report,  53 of the 132 cont- 

racts registered  by the secretariat  of this organisation 

were concluded  in 1973-74.  This fact has drawn attention 

because such cooperation, both from the technical  and  le-al 

standpoints,  is particularly difficult,  since it requires 

highly efficient coordination and  constant ties among all 

the pro-ties concerned (in order to unite various component 

parta of the equipment, production processes,  etc.   into a 

single whole). 

The realisation of such projects requires strict  ob- 

servance of commitments in regard  to dates, deliveries  and 

services,  as well as observance of guarantees concerning 

quality of equipment. 

In the prorent  report,  the above-mentioned  type of 

Hungarian Foreign Trade.  1976, lío.   3,  p.   37 
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cooperation i:: i!orinecí   nn tripartite  inàustri-1 eoooora- 

tion.  TIUF: nnme in indicati^ of the  fact  that thir;  form or 

cooperation brins» to life  interrelated   (a)  legal relntion- 

rhivr.    :.::.;•; the  coooej^t.i:irj organisations  and.  (b)   legal  re- 

lationship of these  orfani s at:ion o  (or companies)  with the 

company (or companies) of the third country.  The former re» 

lntiomhipo usually develop through several  stages.   .\t  the 

first at.ago, Cooperation between the parties in achieved 

only in the fora of scaler* of items (machines and/or equip- 

ment);  this is followed by a stage wherein the fieldo most 

suitnble for achieving cooperation are opacified along with 

general distribution of respective dutiea and taska;  the 

fimi stags involves drafting and  signing of the agreement, 

which must essentially resolve the following problem:   (l) 

distribution of duties among the participating organisations; 

(2)  distribution of risks and responsibilities;  (3)  detor- 

mino tioijof shares in remunerations for deliveries and ser- 

vices; and  (4) determination of terns under which special- 

ists will be sent to render technical assistance in the 

third country. 

As for the legal relationships with  organisations or 

companies of the third country,  the above-said U?:c?\D study 

noted that four types of contracts aro used in practice, 

r'irat,  the company of the third country can conclude one 

See liiSJ Guide,  p.   3¿,  ind also Industrial Cooperation 

and Transfer of Technologies Among JJC Member-Uations ( \nn- 

lyris ol' latent events). 
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coiitr-ot \.itl) the lending pm-tncr rc¡jpon;úhlc  Tor the entire 

•iKfiirt-'iico rcnciurcc";   by iorci;;n ortfnnicntionn or  rime.   Sec- 

ond,   it  en do no ..ith e-;ci; or the   Coreici .inrtnero  boririnf; 

¡joli;:-j.7   rc:..po.iíjibility.  Third,   it  con concludo  ono  cont- 

ract  '..i-'jh   Voth fordid enterpriser: j  thuc, on o of  the cont- 

racting  p-u-fcierj would   include signatorias from two coopér- 

ât in:;  o.--ni'j-tionr.    ''our,  it enn  ai^n a sep-uvite  contract 

with  c-ch  o1' its foreign partners. 
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VIH.  S"ttlcnur:t of pjauut^n ond Loral Aspectn Thereof 

VIII.  1. The inter-relationship between int ergo venaient al 

agreementu and contracts finds vivid expression in settlement 

of disputes betv/een the contracting parties« Normal contracte 

used in international trade contain rules for considering pos- 

sible disputes through arbitration. Disputes are examined 

either in standing arbitration bodies or in arbitration bodies 

set up directly by the parties, i.e. the legal persons who 

had concluded tho contract. 

However, other systems for examining disputes are applied 

to the relationships discussed in the present study. One can 

speak of two most typical versions of resolving this problem 

in the relationships practised between socialist and develop- 

ing countries, ftie first and mast frequently encountered case 

is when intergo ve rmentnl agreements do not stipulate for a 

clause whereby disputes over civil contracts should be sub- 

mitted to arbitration. 

The agreements generally include a clause that, in case of 

any controversies arising between Soviet economic organisations 

and organisation; of developing countries regarding implementa- 

tion of the terms of agreeaents or contracts concluded on the 

basis of these agreements, the representatives of the Govern- 

ment of the USSR and of the government of the res/s^ctive coun- 

try would hold consultations and exert efforts for settllgng 

differences. Thus,  the following agreements Include the above- 

mentioned clause: the Soviet-Indian Agreements of February 

21, 1961, and January 25, 1965 (factory In Bokaro), the Sov- 

iet-Iranian Agreement of January 13, 1566,  the Soviet-Guinean 
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Agreement of November 27,  1969  (bauxite works),  the Soviet-Pa- 

kistani At;i-eoment of January 22,  1971  (metallurgical ppfelnt), 

and the Soviet-Bangladesh Agreement on Economic and Technical 

Cooperution dated April 2,  1975. 

The second case stipulator for applying of various kinds of 

conciliatory procedures followed   by consideration of the dis- 

pute by an arbitrator or arbitrators; if no mutually accepta- 

ble decision is reached on the essence of the dispute or an 

arbitration bojy cannot be organised, the dispute is settled 

by government representatives.  Thtla,  some contracts on technic- 

al assistance in construction stipulate that all disputes and 

differences thet.ai^nt erise during implementation of the con- 

tract ^7ill be settled by mutual agreement between responsible 

repreaontativea of the contractor and customer.  Some other 

contracts concluded on the basis of intergovernmental agree- 

ments also do not stipulate for arbitration,  and the parties, 

having exhausted their possibilities to settle arising differ- 

ences    by means of a conciliatory procedure, can appeal to 

government representatives, who, in conformity with the Agree- 

ment,  must find a way for settling the conflict. 

Some such contracts, prior to handing over the dispute 

for settlement in a conciliatory commission (organised on 

par basis),  stipulate a clause that differences should be set-   • 

tied by the ¡iigineer, or a group of specialists who superin- 

tend the work; only in case of disagreement with the decision 

of the Engineer, the dispute shall be settled by the above- 

mentioned conciliatory commission. This, for instance,  is the 
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system ent^bliahed in the contract between the Soviet 

TEFTEUill íi'0HTE5üJOHT and the Iranian National Petroleum Company 

for cooperation in constructing the Trans-Iranian Gas 

Pipeline. The contract for constructing and commisaioninß the 

North Rumeily oil field (Iraq)    between the Soviet TEJiNOEX- 

KWT    and the Iraqi National Petroleum Company stipulates that 

if the disputes arising among the Engineer, Customer and Con- 

tractor aro not settled in a friendly way they shall be sub- 

mitted for settlement to an individual arbitrator elected by 

mutual consent of the parties concerned. Arbitration shall be 

achieved at the Customer's location, i.e.  in Iraq. However, if 

no agreement is reached regarding selection of an individual 

arbitrator, the résultent situation would correspond to the one 

described above,    wherein differences shsll be settled by ple- 

nipotentiary repreccntatives of the USSR and Iraq in accorda- 

nce with the intergovernmental aereement of July 4,  1969, 

concluded between the       > two countries.1 

The General. .Teras    concluded between the USSR and the Al- 

gerian People's Democratic Republic stipulate the following se- 

quence of stages in elerainatins differences: ii the arbitrators 

selected by the respective parties do not reach agreement,  all 

disputes shall be settl^ed by representatives empowered 

therefor by the Government of the USSR and the Government 
S.  N. Bratus. Arbitration and international Economic Cooper- 

ation in the Field of Industrial,  Scientific and Technological 

development. Transaction« of the 4th International Congress on 

Arbitration (Oct.  3-6,   1972, Moscow). Moscow,  ]914\   1974, 

p.  76. 
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of the Alt ciipu People'a tfemocritic Republic,  respectively. 

On March '-25,  1967 a Soviet-Turkish Agreement wag signed for 

deliveries of equipment, materials and services by the USSil 

to Turkey; the Ar,reeuient    provided for building certain indus- 

trial  enterprises in Turkey and for establishing corresponding 

tei>Q9 of payment.  It was followed by letters dated August 23, 

1967,   signed by the Soviot and Turkish sides. The lettera  sti- 

pulated for a single syetem of examining differences in case 

such differences arise in the course of implementation of con- 

tracto concluded on tho basis of the above-mentioned agree- 

ment;  they -:.lso agreed upon tho r.-ording of a special clause 

on arbitration to be included in the contracts. This stipulates 

for quite a complicatoci ry&tem of organising the arbitration 

body which rhall settle disputes between the two cides if 

the cliff erer.ee s are not resolved peacefully (particularly  if 

DO agreement is reached between the respresentatives of the 

Chamber of Commerce of the countries participating in the Agree- 

ment regnrdir-5 tho selection of a third arbitrator,  who shall 

then be eppointed by Government representatives of tho two 

countries. 

The  e3oer.ee of both versions is the same, albeit they in- 

clude vnryirc modifications»  in case of differences and dis- 
puten,   tUosa sha]l bo  settled at an intergovernmental  level.   This ap. 

rroüch permits nsxinum implementation of the obligations that 

the contacting portion had assumed,  and a provision of effec- 

S.   K.  Bra tus. Cp_._j.M;.,  p.   74 



- 73 - 

tivfì  indu? tri ni  coopération.  Hov/cvor,  if the  dispute  shall  bo 

examined only by way of arbitration,  thin would at beat 

lead to payment of forfeit or to compensation of 1OSH*»S,   and 

not to fulfilment of an engagement which one of the nidea had 

corali ttr d it.p<»lf to by arbitration. 

VITI.  2. The afore-oaid does not mean that practice  is 

unfamiliar with the application of usual arbitration reser- 

vations.   Vhen   there is an arbitration reservation in contra- 

cts concluded by Soviet organisations,  the prevalent tendency, 

in the presence of said reservation,  is for arbitrators loca- 

ted at the some place as the respondent to examine tho dis- 

putes. This way of settling disputes v/aa stipulated in the Con- 

tract for manufacturing and erecting reservoirs concluded be- 

tween  the Soviet EIIERGOriASHISPOiiT and a Syrian State Organi- 

sation,  and also in the contract for building the Zauia N'Ur- 

bnz Hydroulifi Power System signed by TE-HniOPRO.rsxronï and ite 

Maroccnn counterpart. It should also be noted that tho princi- 

ple of effective arbitration at the location of the responden!, 

was likewise included in the agreement between the USSR Ohom- 

ber of Conmerce and Industry and Federation of Indian Chamber? 

of Connerce and Industry. However,  this agreement is of recom- 

mendatory nature, and the contracting parties are at option 

to resolve the issue otherwise. 

VIII.  3» In case of examining a dispute in an arbitration 

body,   the question might arise as to what law should bjp 

applied to the given legal relationships between the conflic- 

ting parties. Some contracts concluded by Soviet organisations 

.   • -  i • ; nil» 

See  M. M.  Bo-'uslaVsky. Meyhdun.a.vodno,yc chantnp.yc. prn.vo 

(International Private Law). Moscow,  1974,  pp.  257-258. 
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witb or.-.iniaatiüno and companies from developing countries 

contain Peculations relating to application of law. Por ins- 

tance,   the contract concluded by V/O TYAZHPttOM EXPORT with  the 

Maroccan Organisation for Building the Hydraulic Power System 

in ¡Äauia li'Urboz includes a clause retarding the application 

of Maroccan legi.íyotj on, as well aa technical and administra- 

tivo rc-Gulatjoiio and rules, when concluding state contracts.1 

Some other contracts also stipulato for application of the lrv/ 

of the country to which tochnical assitance is being rendered, 

or in which a ci ven facility is beine built. 

Hov/ever, an overwhelming majority of contracto contain no 

instructions whatsoever regarding wfaa£t legislation should be 
2 

appliod.    This neons that the arbitration of the country in 

which the dispute is to be examined shall have to rosolve 

thin problem on the bants of no-called collision norm?, i.e. 

norms involving the application of the law that the said ar- 

bitration normally applied. 

The standing arbitration courts of the CMEA »ember-states 

have their own notional regulations, which stem from the Uni- 

form Regulations of Arbitration Courts under the Chambers of 

Commerce of the tt.îEA member-countries ond were approved by the 

GMEA   Executive Committee in February 1974. These uniform 

regulations stipulate that »the arbitration court settles 

disputes on the baaia of applicable norms of substantive law, 

S.  K. Bratus. Op.  cit.. p. 80. 
2 

L. A. Lunts. Kurs me.ghdunurodnogq chsstnpgp prava  (A Course 

of International Private Law). Special Part. Moscow, 1975, 

P.  234, 
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boil.nr, (/J'ifJoO. by tlie tcr-.n of the runtract :md tnkii.'; into  nc- 

count  i:X"i«tinG trade cuvtOiiia"  U^r.   12). 

i i i i t. i   i i i, t A. 

Hnopontororzioy«, gkono.Tt.chftakove f?o.trv±nj.c>ig^.t,vo, .rortrlflligt.i- 
cboakikb. rorrndgratv (Multilaterla bonomie Cooperation of 

tbe Socialist States). A collection of docu-nents for 1972- 

1975. Moscow,  1976, p. 141 



-76- 

An aral.vi'i of the )<-r;r.l sapeóte of industrial coopera- 

tile.], t-f 0 ..:'. i.Tibu)-c'jvijtbi'jcs with developing countries shows 

tîv'.t the u.-.-j of euch legal contractual instruments rio lone- 

ton.! iTitírr overr/ccntal orroeraontrj on cooperation and long- 

term coop(»j; tjon progrcrinco provides   maximum lengthy and ata- 

ble cooperation.  The resôpoctive otates fulfil their obliga- 

tions in accordance with these and other agreements by conclud- 

ing oonfcreetn.  The role of these instruments is becoming ino- 

rerò:'« n-ly inpci-tant, and thoy acquire special significance in 

acliievjii'j trip.- rtite cooperation. 

Uno.ar tripartite cooperation,  the intorñaction between inter 

GOverr-ientHl agreements and contracts is important becauso re- 

lutionn are becoming more complex both in connection with 

a r-ro.iii:^ nuubcr of participants and floater multiformity of 

content. Thin (should ontennibly entail differont approaches 

to countries thr.t have ard do not have agreements with c;.IKA. 

In tho ferner case,  the respective countries act through the 

mechanics of oilEA's mixed co¡amiosior^ whereas in the latter 

caso  che future may witnoos the creation of tripartito'inter- 

governmental commi sBioa? and a transition from bilaterlal 

agreements   concluded by CMEA member-countries for coopera- 

tion in developing countries to tripartite agreements, on the 

basis of v/hich respective contracts would be concluded among 

parties from different countries. 

The organising role of intergovernmental agreements in dev- 

eloping industrial cooperation can hardly be overestimated. 

These ogree-nents express the concrete nsture of the signatories' 

obligations,  and this Ì3 conducive to implementing obligations 

both on government level and among respective organisations 

from cooperating countrieo. 
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