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TripartitP. industrial co-operation (TIC) is a 

relatively recent 1orm of trade creation for enterpri.'>es with 

~if ferent economic and social systems and at different levels 

of development. TIC projects are accordingly to be fow1d in 

co1llltries in three distinct regions: the socialist cou~tries 

of East~rn Suro~e; the industrialized nations of Western 

Europe and :forth America; and the de 1reloping countries, w:1ich 

are ,:if ten ref erred to as "east", 11 west" and 11 south" in the 

context of T:IC. 

Tripart:_ te industrial co-operation evolved during 

the past decade from various bilateral f orrns of East-West 

and North-South industrial co-operation. In view of the 

increasing number of TIC contracts concluded, this form of 

co-operation wculd now app"S:ar -co hav~ passed the experi:nental 

stage and to have become a'1 accepted fo:rrn of inter-enterprise 

relations at the intr :-n.q,tional level. T!:1e total number of 

tripartite pro.jects, estimated to be around loo in the early 

nineteen-seventies, '."las prooably now exceeded 200 iri the early 

ni:ieteen-eighties. 

Incr~asing att~ntion ~as he~n paid at both bilateral 

3..!ld multilat;eral levels to this new and promising form of 

business relations. At the bilateral level, all East-~est 

industrial co-operation ag:reernents of the intcrf"Overnmental - ~ 
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those forms of co-operation of particular interest to the 

contracting states. Many agreements include third-markP.t 

co-operation, and include projects involving developing coun­

tries in other regions, among the forms mentioned. Indeed, 

many of the projects which v!ere examined during preparation 

of this paper were ei~her initiated or formulated, so~etimes 

both, in the context of formal tra(1.&, payments and industrial 

co-operation agreements between the Governments of the 

partners. At the multilateral level, the importance of 

tri~artite co-operation has been stressed in a number of 

resolutions of the Uni~ed Nations General Assembly and of 

UNCTAD. Since 1975, the UNCTAD secretariat has been dealing 

on a regular basis with issues pertaining to tripartite co-

operation, with a view to fostering this type of economic 

relations among countries with different economic and social 

systems and at different levels of development. 

In order to cast additional light on this new 

phenomenon in international economic relations, a r.umber of 

empirical studies hava been undertaken by both individual 

researchers and international organizations during the 

last ten years or so. Although a c0nsiderable amount of 

factual knowledge has been accumulated in this way, much 

remains to be done to bridge the wide gaps which still exist 

in OU.!' ·~nd..erstanding Of this phenomenon. rhese deficiencies 

are to a large extent explained by the absence of precise 

3nd comparable infor:nation on the number of projects, their 

value, tim~-span and geog~aphical and sectoral distribution. 
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For the purpose of this paper and in conformity with 

usually accepted prc:ii:tic':!, the term "tripartite industrial 

co-operation" is used to ref e= to a p~oje~t in whi~h an 

enterprise from a third (developing) country takes all active 

p::irt, together with an snterprise from a socialist country 

and a firm fr-om a :narket-er.onomy country. For t:!:'ue TIC to 

ope:':'ate, the developing-conntry partner should be not oz~ly a 

recipient, client, purchaser or benefi~iary of the project 

but also a.:1 active participant. Should a develop~ng country 

be merely a c~ient and the partners come from Sastern a..~d 

~'le stern countries, then the ter:n 11 co-operat;_on in third 

countries" is considered to be :nore appropria-+:e. Tripartite 

co-operation, therefore, as defined by the ECE, is an 

industrial 3.rrangemen~ ~hich should be clearly djstinguisned 

from so-called "triangu lar:- 11 financia.i ru."=angements bet·...reen oil 

producing surplus count~ies(p~oviding capital), industrialized 

:narket economies ( pro~ridin~ te·chnolog:r) and developing coun­

tries (acting as recipients of the above technology). 

This pape~ i~ based upon specific study ~f some 

tripartit~ projects. The enterprises interviewed 07 the ECE 

secretariat ca;.1 be d:i. Yided into three broad categories 

dependin~ on w!i.et:1er they are dornic iled :;..n Eastern, Southern 

or Western Europe. All these fit'ms oper~te in energy and 

energy-related sectors - a field of activity in which largest 

nu:nber of tripartite pr·?jects are to be .:ound. Cut of twenty­

one fir.ms interviewed, fifteen are domiciled in Western Europe 

and three e'3.ch in Eastern and 3011thern Europe. 

The :11estern firms ·..;hich were interviewed a.I'e am0ng 
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the leading (usu.ally transnational) firms in their respective 

indusr~ial sectors, in terms of manufacturing output and 

exports, during the period when most of the tripartite 

projects examined here were completed. 

Although the sh:ll'e of deliveries to third cou~tries 

il!lde~ tripartite arrangements was, on the whole, rathe= 

limited owing to the cycli~al character of the powe:::--plan-: 

sector i :_-":" nevertheless constituted an important share of the 

deliveries to developing countries in the years when these 

plants were being built. 

All the Bast European enterprises interviewed in 

connection wi-ch t~is inquiry enjoy an international reputation 

and their Western counterparts can also be r~g~ed as 

leading firms in their respe-:ti ve fields of acti ~Ti ty. All 

have engae;ed in various forms of industrial co-operation for 

many years in both developed and de .. Jeloping countries - i~1-

cluding TIC in more re~ent years. These enterprises have the 

status of Foreign Trade Organizations (FTOs) and are domiciled 

in Hungary and Romania, respectively - t~o centrally-planned­

-economy countries. 

ior reasons of geographical proxi~ity and economic 

complementarity, So1.ithern Europe is a region where a relatively 

la.=ge number of tripartite prcjects are to be found. T~e 

countries with mor~ intensive experience in this respect 

are Greece, Turkey and Yugoslavia. The country which was 

selected for the purpose of ~onducting interviews is tr.e last­

named. Tnis choice was mor.iv~ted by two reasons: the first 

is that, ss a developing country, Yugo3lavia has been the 

recipient of a number of tripartite pro~ects; the second i~ 
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that, as a socialist country wit~ a well-tleveloped indust~ial 

and technological base in such key sectors as energy, con-

struction and plant engineering, this country has been 

actively involved together ~ith firms in d~velop~d market 

economy countries - in a large number of projects in developing 

countries within as well as outside the Europe.qn region. 

The Yugoslav enterprises involved in tripartite 

projects, whether as recipient of such projects or as suppliers 

of equipment and technology to developing co1intries, are 

usually referred to as "organizations of associated labour" 

(OALs) - a te:r:'!D which designates enterprises which operate 

within the framework of a socialist system based on the 

concept of social property 3..Ild workers self-management. 

At the time the interviews were conducted, all the 

above-mentioned enterurises were involved in the supply of 

equipment, technology and ser""Tices to developing countries 

under various organizational arrangements. Several macro-

and mL~ro-ec0nomic motives induce firms from the l=hre~ 

regions to take part in TIC the most obvious of which is that 

the scope of most pro,;ects commonly found in developing 

countries is toe wide for a single company or enterprise to 

handle on its own. :::=t is therefore compelled to rel,y on the 

participation of other firms, including chose located in the 

recipient country. Moreover, ~any of the labo~r-intensive 

components of a project, such as civil eHgineerin£; and. 

construction work, are '.!10r8 economicall.y achieved by relying 

on loeal undertakings and. t'.1eir J.bility to mobil'ize large 

amounts 0f labow: and materials. Despite the similarity of a 

nu~ber of basic motives, a distincti0n should be made betwee~ 

\-
1 
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the aims pur5ued by various types of enterprises and their 

underlying motivations. 

Most projects in the energy (or, at least, an energy­

related) sector, particularly pri~ary energy pror.essing, 

power generation plants and mining complexes~ are usually 

of very large sc.ale in terms of tr.eir capital requirements 

and the variety of techuologies which they employ. As many 

of these projects are sited at reuote locations, often distant 

from Western firms' tradi~ional markets, the tripartite formula 

has several attractive features for the firms which may 

explain some cf these firms' principal motivations when 

entering tripartite pro.jects. Amo:ig these advant::\ges ar·e the 

following: (1) access to new markets: many of the project 

sites IIh:mtioned in the previous sect1.o:ri are located in 

developing countries which have a large volume of t;rade with 

Eastern countries; by joining with Eastern enterprises, which 

may already be established in these markets, and forming con-

sortia to carry out these large-scale projects, Western fir;ns 

can obtain important crders; hy combining its financing 

facilities with the bilateral clearing arra..TJ.gements bP.tween 

the host government and the government of its Eastern partner, 

the Western firm is in a position to ::it-tain orders that would 

otherwise be lost if th~ fi.r!D was a meruber of a consortia 

con:>istinr.; solely of W,:stP.rn firms; ( 2) gaining maximum 

~ant~e from available concessionar" .financing: the combi­

natio=i of concessionar7 financing with pro,ject finance made 

available under bilateral clearing arrangements usually gives 

a ·11esten~ compan,y .~ s•1bstantial ed.rje over its Western 

competitors; if the We.3tern ~o:npruq h;:i.s, in addition, licensed 
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its Eastern partner to manufacture:; a substantial partier. of 

the equipment required for the project, which can oe purchase~ 

by the client under the existing clearing ~ccour.t, then the 

consortium is likely to win the contract because the amount 

of foreign exchange required by the project will be that much 

less; and (3) fulfilling existing reciproca~ nurchase obli­

gations to their Eastern n~tners. 

Since the Yugoslav enterprises interviewed were 

involved in the supply of equipment and the provision of 

services together with their West European counterparts, 

the motives cf these enterprises are usually consistent with 

those of the latter. The Yugoslav OALs interYiewed cited four 

principal motives for their participation in tripartite 

projects: clients' re~uirernents; interest of the main contrac­

tor; necessity of co-operation owing to the size and nature 

of ~ specific project; and terms of financing. 

The motives cited by East European FTOs inYolved 

in tripartite co-operation do not differ basically from those 

of the Yugoslav firms ref~rred to above. In ~ddition to 

promoting the export of capital equipment and other goods, 

TIC assures regular sourcP-s of imports of basic commCldities, 

such as crude oil and phosphates. TIC projects often h~lp 

East 3uropean partners to become !!lore familiar with Western 

technology. A motive often cited is access to new sources of 

finance which TIC offers Sastern enterpris~s, either from 

western banks or through their Western partners. TIC projects 

.are an additional ~eans for Eastern partners of finding new 

markets arid obtaining materials thro;....~n che utilization of 

exist; in~ bilateral clearL1.g agreements with deireloping coun-
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A more precise and detalled analysis of enterprises' 

motiv&s when entering into ~ripartite co-operation would 

~equire that these be related to the specific organizational 

sche~e which is used for carrying out TIC and the role 

playec by a given enterprise in these sche~es. If one leaves 

aside a few production (and marketing) joint ventures, the 

quasi totality of TIC is constituted by co-operative schemes 

for the execution of a rroject of whit;h the c 1.ient is domiciled 

in a third (usually a developing) country. It consists of the 

delivery of production lines or complete plants and the 

construction of infrastructure objects. Joint projects are 

achieved through a variety·of institutional arrangements which 

at the risk of over-simplification can be clasaified as follows: 

Joint projects 

Based on 
purely contractual 

arrangements 

Based on 
contractor/ sub­
contractor 
relationship 

Based on 
contractor/ 
contractor 
relationship 

Based 011 

consortia-type . .... arrangemeLi..S 

Based on 
simple 
consortium 
relationship 
(without 
risk- and 
profit­
sharing) 

Based on 
complex 
consortia 
arrangements 
(L.1volving 
risk- and 
profit­
sharing) 

Empirical studies carried out indicate that all the 

formulae indicated are encountered in tripartite 8.l.Tangements 

and depend on the nature of the pro,ject for which a co­

operative arrangement is sought. 

Arrangements based on contr~ctor/sub-contractor 

relationships are characterized ':J,7 t:~e fact that one of the 
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partners is the prime contractor and signs separate 

agreements with each of the sub-contractors. Thus, two sets 

of legctl relationships are always present: between the 

bidders/suppl~ers themselves, and between the bidder and 

the client. Both sets of relationships are of the de~tor­

claimant type in which the partners do not assume risks 

jointly or share profits. 

Available data indicate that many projects (more 

than one-third in the case of the Western firms interviewed) 

would appear to fall within this category. In most of the 

projects reviewed here which used this form of co-operation, 

th~ Western firms served as sub-contractors, even though many 

of them supplied as much as one-half of the services and 

deliveries required by the projects. As a rule, this type 

of co-operation implies sub-deliveries in the form of 

equipment and components. 

Arrangements based on co~t~actor/contractor relation­

ships are 9referred for the execution cf more complex projects, 

especially when thr; question of industrial property rignts 

arises and/or when the suppliers are required to grant separate 

cr~dits. In this case, the p9.rtners may pr~fer that each of 

the two contractors be directly responsible to the client for 

supplies or for pe=formc...nce of the work entrusted to him 

under the terms of the order-contract which links him to the 

latter. 

Despite the existence of separate - legally 

independent - contractual relationships, this form of co· 

Gpera.tion implies that the partners cc-operate informally, 

in a loose form of associ~tion by which each signs a separate 
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contract with the client for its part of the work. This form 

of co-operation is generally practised when each partner is 

paid separatE:\7 by the client t:.nder different arrangements. 

Whilst the Eastern partner's d~liveries are usually covered 

by a bilateral clearing agreement, those of the Western .!.'irm 

are paid in convertible ~urrcncy. 

Formed by tripartite industrial co-operation partners 

to carry out ~ specific pro~ect, a simple consortium 

arrangement does not consti~u;,e 1 legal entity; as such, it 

denotes a 11 loose 1
' grouping oi complementary resources and 

capacities fo~ a limited duration, primarily designed to 

facilitate co-ordination of the ?artners' contributions to 

a project. A si:nple consortium :r1a.:: have the legal for!TI nf ar.. 

"association momentanee 11 or tha1; of "i.ie '3infache Gesellschaft11 
• 

Such a .:srouping has three principal features: there 

is no intention to incorporate; it is based on debtor­

clai:nant relationships, not 0!1 risk 8.nd :;:'!'Ofit sharin;s; :::illd 

its memb~rs de not have joint liability. 3eing constituted 

for a single p .... v,ject, the life of a simple consortium is 

fixed in duration. Moreover, it is based on a double set of 

legal relations: on the one hand, beTween the consortium 

l!lembers and the clie11t, embodied in the crier-contract; ori 

the other hand, between t~!e consortium members and governed 

by t!':.: <.;untra.ct dr3.wn up at the tir.ie when the consortium 

is established. A si~ple consortium may also include various 

sub-contractinis arrangements ··1i-:;h parties which may not have 

acceded to the mai!'l consc~tiu:n contract. 

Also known as uninc~rporated partnerships or contrac­

tual nun-el'{uit7 ,joint ver.tur.-:.--;, the principal feg,t11re of 
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arrangements based on risk- 3.Ild profit-sharing ~echanisms 

is risk a~d profit sharing. Even though it is not conside:"'.'ed 

to be ~ legal entity, i.e. it does not p0ssess a juridical 

personality, such an asdociation nevertheless does have 

joint liability, despite its lack of co~porate for~alities. 

According to the enterprises inter~ie\·1ed, th~ joi:::it 

venture formula is seldo;1 used in practice. In fact, it would 

~ppear that ~he neeu~ of the partners can be met by th~ 

simpler consc~tium arrangements described above which make 

it possible for the co-oper2.ting fir::ns to define in advance 

their respective contributions to the project and the 

ensuing liabilities. 

Once it has bee:n decided to carry out a pro.ject by 

using the tripartite approach, a n:.uch broader range of 

financing possibilities becomes available from the point of 

view of the client. The financing :nechanisms com~onl:r 

emploJed when the proj ec-:; contractors ar·e exclusively cf 

Eastern and Western origin correspond to t'.'le resources which 

these contractors are capable of ~obilizing for t~e client 

country. In ot~er words, a tripartite project permits the 

partners to mobilize a wider vari8ty of financing resources 

than if cmly 'i/estern fi!·:i's or Eastern anterprises were to 

Gxecute the pro.ject on their own. 

The princip~ sources of financing to wh::.ch Eastern 

ar.d Western partners gen~rall.:r '.!ave access for tripartite 

projects include the followinB: (i) borrowing from the 

capital mark8ts of the industrialized market e~onomies on 

commercial conditions; (ii) bilat8:-Rl (and :nultilateral) 

ca pi ta.l assist wee prop;r<i.mmes; and (iii) hi 11.ter'll , _ _,_e :i.ring 
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agreements. 

Most trips.rtite project in energy-related and other 

basic industrial sectors make use of commercial financing 

arrangements for a substantial portion of the cost of capital 

equipment, services and other charges billed in convertible 

cu~rencies. Commercial financing sources are generally 

relied upon by Western firms for that part of their deliveries 

which is not covered by preferential credits, financing being 

made &vailable ~nder various loan agreements between the 

client and. one of the international developm~nt b::i..nks of the 

bilatera~ clearing arrangements of the Eastern partner. 

As a general rule, it may be stated th~t ~he larger the cost 

of a tripc.rt::..te project the ::i-:'~ater the share of non­

commercial financing, particularly if the Easterr: partner 

is supplyi~g a large share of the equipment 1~~der bilatera~ 

c~ea.ring arrangements. When the share of project credits 

grwted. by governmental capital ass~stan\!e programmes and 

multinational credit ins-ti t11tions, such as the World Bank, 

is added to the amount covered by bilateral clearing 

arrangements, the percentage of cornm~rcial financing may 

amount to only a minor share of the tntal cost of a project. 

The availabili-cy of government-assisted concessionary 

financing for tripartite project3 is mhinl7 determined by the 

status of the ::·ecipient country, i.e. whet~.er it qualifies 

for financing on preferential terms, and if it is in no way 

affectc'i by the triparti t~~ natur~ of consortia. Many Western 

governments of fer financing for large-scale projects in 

developing countries on favourable ter:ns as part •.Jf these 

go·1ernments' devel.op~ent assistance programmes. Since many 
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projects carried out on a tripartite basis generally includ~ 

Western partners from countries that have such progra~mes, a 

share of these partners' contributions to such projec~s I?:akes 

use of preferential financing, such as low-cost dire~t loans, 

mixed credits and s1.iosidized credit insurance ag~nst political 

and commercial risks. 

Western suppliers of power plants from industriali~ed 

countries whose governments make available these preferential 

credits obviously can offer prices to their clients tha~ are 

more competitive th~ those of manufacturers from countries 

which do cot have such bilateral capital assjstance program­

mes. The fact that an increasing number of industrialized 

countr-i.es have adopted such programmes in recent years has 

helped to im;ensify competition among suppliers from these 

countries. 

OnP. of the most effective means of reducing the 

convertible-currency cc;nponem; of a large power station 

?roject has been the inclusion of an Eastern partner in a 

Western ccnsortium, whica makes it possible to supply many 

equipment items and various services for payment under the 

terms of an existing bilateral clearing account. Since 

Western equipment suppliers increasingly co~pete on the 

basis of prices determined b;y governmental capital assistance 

progra.II8les that offer simila.!.' preferential terms to develop­

ing-country clients, the trip.<i.rti te approach often turns out 

to be t;he only means available for many Western suppliers to 

gain a competitive edge in their of~ers. Indeed, the 

-availability of bilateral cl~aring arrangements for financing 
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part ~f a 9ower pla~t project is often a crucial factor i~ 

the decision of a W ~ster • .i. consortium to include an E as1;ern 

enterprise as a partner. 

The majority of the project;s E~XaJlined involved the 

financing of part or the whole of the deli.veries t.hrough 

existing bilateral clear1r:g arrangements. In rr:cst cases, ":he 

deliveries uf the Eastern p::irtne··.:- were paid 1,:nder s~c!':. 

arrangements alth0ugh i.:.: a few prcjec":s the Weste::r:'n paTt.i.er 

also receivect payment thrcugh the clearing acsount of its 

Eastern partner. An analysj.s of tripartite project~ :r:'eviewed 

~ere for their bilateral clearing elements tends to s 1..:.;rport 

th& conclusion that the existence of such a payment. ~echan~sm 

often expla5..ns why an East European partner is ir .. cluded ::..n a 

conscrtiurn by the Western partners who hnve the leading ro~e. 

In other words, if the initiative for a -:ripartite project 

comes from the Wester:i sid.e, it if: usually dictated bv -r'.':e 

favov.rable payment arrangement afforded by an exie-ti~1g 

bila.teral clearing account between an eastern cou..."1.try and 

the country of th~ client. Although many reasons other than 

financing considerations may persuade firms to enter tripartite 

arrangements, this factor appears to have been the d.ecisive 

motive in quite a few ir~stances. 

In a view of the complexity of tripartite arrangements, 

it is not surprising that many problems of a managerial nature 

are encountered. at the project preparation and pro.ject 

implementation stages. Some probl.ems of 3. general nature 

reported b7 various enterprises i:i Sastern and Western 

countries concern the .ii.ffj ~:1lt:i' in finding partn:?rs whose 
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whose capabilities complement each other. Others are due to 

the intricate organizational and financial procedures required 

to bring about a ~roject to its successful completion. These 
• 

problems which may explain why many proposed undertak~ngs 

never reach the project stage are briefly reviewed below. 

The nature of p~obl?.ms encountered at the project 

preparat~on phase depends on whether the enterprise acts as 

a sub-cc,ntractor or a full consortium member. Several of the 

firms which li:nited thei~ thi1:'d-market CO-...Jperation to sub-

contracted deliveries often could not ~1clude components and 

equipmen"'; from their prospective partne:!: be::cause of the late 

arri vs.l of the quotations t.hey had requested.. In other cases, 

Pven t~ough the quotations did arrive on time they had not 

been adapted to the partner's specific technical requirements, 

a fa.ct wnich oi'ten resulted in higher ,~osts. In cases when 

iir'.Ds were willing -:o serve as consortL.1m l!lembers i:l their 

own right, the f:i.rru~ ;.,are unable to ta:~e po.rt in the tendt::r 

because the.ir re spec ti 'li'! govern.rtent s' export c;redi t 

guaran"tees did. not pr~nride c.over :or the co'.21.t:cies 

the proposed project '.tlas to be loca'!:ed .. Indeed, ac1.._._ .. __ .;r.g to 

several entArprises interv~ewed, of all problems list~d those 

irJ.vol~ring financing &.rra"'.1;:,emc:ntr-.:1 wert~ con~idered to te the 

:nost important. 

A wide var~_ety c,,f problt:!IL.:> .vas ::e:;0rted to have 

(1risen at t!:"J.,: pro.ject i·nple::Ilentatj.o:~i phc.ise ~ According to the 

;:na,j ori ty of Western e11terpri :.::8s :. 1ter .;i_ewed 'rJ;; the sec re :c-.riat, 

QlOSt tripartite ~ro,iects e:.::pe:·:'-~~nced substanti.tal delays of 

or.e t.TP8 or another. T:hesz d·~lo.:,'s '"er( di.:..e to a wide vari~ty 

of ca.lses; most of th~:n ce?.:~ :J1:: 1t~r~:_buted to lack of experience 



I 
I 

' . ~ .... . . . . . ~· . . .. . . . 

- 16 -

on the part of tne firms' part~ers in working to tight project 

schedules du.ring the manufacturing and erection phases. 

Dela;7s dur~ng the planning stage were often occasioned by 

problems in obtaining the necessary import permits for 

components which, some governments contended, could be 

manufactured locally at equal cost. Many of the firms inter-

viewed were co~fronted by the need to a~sign more of their 

specia~ists during the erection and sta_~-up phases of a 

project than they had anticipated because locally-available 

personnel often did not possess the necessary skills. In 

addition to these problems, smooth co-ordination was reported 

to be often bindered. by lack of flexibility in quickly-

c~anging production s~hedules of the enterprises supplying 

equipment to tripartite projects. 

In the various cases when a project was partly 

financed (directly or indire~tly) through counter-purchases 

and related rec:procal trading arrangements between the 

Eastern and Western partners, the North-South direction of 

deliveries was sometimes affected by lack of agreement on 

counter-purchases in the East-West direction. Often the usual 

counter-trade obligations of the Western partner had to be 

considerably increased when a third-country project suddenly 

entailed additional purchases by an Eastern en~erprise from 

its Western partner. In a number of instances, the total cost 

of particular projects haj to be raisec in order to compensate 

f Jr unforeseen delays, increases in equipment and material 

prices, and additional personnel. 
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