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Thtc Rer,ional and CJuntn· Studic·s Branch of li~IDO undertakes economic 
1·t·s1;11·ch in 1·•sponsr· to r<·quests tor anal\·scs and information of immc>diate 
rdt·\·;mct to •·conomic and industrial polic\·-making. Through its research 
p1·nf,l"<!mmtc. tht B1·;mch rr·r,11larl\· assists polic\.·-makc>rs in dt'\"c>loping countric>s 
to monito1· pt·i-tinent de\·c-lopmf'nts at tlw national and regional le\"f'l. in 
p.ii-ticular as conct·1·ns indust1·ial st1·at••f,ies and policies. emerging 
tt·dmolor.ic<tl tn·nds. actu<1l and prospective changes in trade and in\·estrr.ent 
pattf·n1s. ;is •·:••11 as n·lt<\·ant co1·poratC' stratt•gil's. 

An issut· of f,nn.-inr, int.-n•st in this context is foreign direct 
in\·t·stm<'nt <FDI) in tF1·ms ot chang,c>s in gpog1·aphical distribution. branch 
composition and majo1· clt-t•·t·minants. In g<'nt>ral. de\·eloping countries havc­
shoi.:n incnasinf, n·cop1ition of tlff dt>\·12lopmental 1·olr· of FD! and. through 
fanHirablt· promotional pol icif-S. ha\·e c-ncouraged foreign in\•estors to set up 
procl11ction facilities on thr-i1· tc·tTitories. Most rr-cently, almost all of the 
Cu1t1·al and East•·rn E11rop«<m (CEE) countrit·s which are currently undergoing 
a phast·· of tr·ansition fnHn a cr·nt1·<>IizHl commiind economy to a market-oriented 
H'onom\· h<>n· h•r,1111 to act in•\\· SPPk incrP<>Sed inflows of FDI within thPir 
1·ncft.;n·01u-s both to n·stn1ct11n· and to stn··ngthPn tlwir indust1·ial base. 
l~pd;itin~", and 1·:.;to1ding an Parlit·1· FNIDO 1·epoi-t of ~fa1·ch 1990.' tlw pr£-sent 
.'>tt1lh- focuss1·s on c11tT<·nt FDI dt·\·f'lopmPnts in CEE countri12s. Jn particular. 

it 

r.\·it-1.:s n·et·11t tn·nds of FDI flows in both quantitati\'P and 
•111;il it at i\·1 t 1· 1·ms: 

011t I im·s t h1· nlIT('llt lq",islat ion p£·rtai11i11g to FD!; 

disc11sst·s st1·;1tPf,i£·s. ch·t121·min.i11ts and majo1· pniblf'ms relatP.l to 
t ht· obs£ n·Hi FD I f I ows: 

;iSSt·SSf'S ;ichi£·vcmf·nts of and f11t11n· prosp12cts for FDI in CEE 
COlllll r i (·S: ;rncl 

t liiborat1·s 011 [T~[[)O's cont rih11t ions to pnimot inp, FD! act ivit i12s 
in t In· co1111t r i I'S 1111cll· r n·v i 1·w. 

Tiu· 1·tport w;is prqian·cl bv st<>ff of tl11· Rc·gional and Cmmtrv St11clit-s 
P,1·;11wh h;ist'<I on i np11t s pro\·i d!·d bv Al f'Xam:C.1· Baum as UN!DO consult ant and bv 
tl11· Economic Commission for E1u-op£· through its ci'lta bast· on joint Vf'ntun·s. 

('NI !HJ. Rt·c1·nt Trt mis 
Eu rolH'<lll CME/\ C:o1111 t r i l· s . l'l'D. I '>) • 

in Forl·icn Din·ct 
11 March ('1'10. 

I fl\,'f'St mf'nl Flows t 0 
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I . I NTKODUGT I ON: FD I IN A CHANG I NG 1-:CONOH I G 1-:NV I KONHl-:NT 

Tit, pr•"•lll ,.;tud\· .dm·; .ti p1«1\·idin1« ,, t<\l•"-· '"th.· l.i! .. st dt\'t l11pmtnls 

rq· .. 1rdinr. 1!1. II"'" ··I Fl'!''' th• 1«111r .• l .t11d E.ist.r11 E111«>pt.111 l11rmt1· 1·:·tL\ 
mtmhtr c1>11t1tri.s. It 1,i,·11s.s <>!I th. !1>!'.11;,.·inr. c<>1111trits: th, 1·.'.tcl1 .t11d S[,1\,,k 

F .. dtr.d Rtp11lili,· 11'SFR\. fh1ttf .. 1r\·, f\•l.1ml. 1'1d~· ... 1·i.1. R11m.1ni.1.111d tht 1«p11hli«s 

ol th, l11nu.1· S,1\·j,1 l'ni<•ll 1il ;,.-hid1 m1>st h.1\« i•>i11.d th< ,:,1111m.i11;,.-..d1h "I 
l11<hp.11d,111 St.il•S 1<"lSl. 111 .1<lditi1111. ch.q1t.-r Ill. 1>11 Fill lt~',isl.ili.i11 .d:;" 
i11cl11dts "''Ill• i11lt1n11.t1 i<>n <111 th.- till«• B.dt ic 1-. puhl ics l..1t\·i.1. I.itln1.i11i.1 .ind 

Est •'11 i .1. 

r.-t.r1«d t \l .tS 

rt .iS<lllS 1J! l't\11\'t II j t ll<'t . I ht 

1« 111 Lil .ind E.isl t r11 E11r''f" .ill 

• Ill i t't 1·.r1111p ti! 
\tTE\ <'<H111trits. 

.-011111 ri• s is 

.\ll 1:EE ,-.11111trits h.1\·t tmh.1rk.d 1111 pr•'"'ss "I 1r.msl11nni11r. th• i1· 

'"'"'1111mi.s 11-.1111 <«t:tr.1! pl.s111ii11r, 1.i m.1rk•t .• ll·•«.i!i1111. Tht r«l"nn p1«>f.r..tum.,; 

h.i\'t b,,11 impl•m•lltlll ;,.-ith ,·.11·\·i111-. d•·f,rt•S 111 d,ci:;i,-.11.ss .t11d . .t ·' dillt 1«11i 
p.1,·t l 11 th.- rt st r11ct 111· i 11r, ,,f t ht i r t c,111,1111i, s . .i I l ,-.111111 r i, s ct1t1t« r11<«i h.i\' . 

h''"'' "" r 
t't s pt «I 

.1ssir,11•d .111 imp111·1.111t 

I u I ht i mp.ic I nf FP I 

rnl « 1,: FPI 

t>ll tl'<lllllllll< 

.111d t Xpt 1· t .1 I i 1ll1S 

d, "" l 1ipmt 111 . :\t 

1 , "•m hi r.h 1.· i 1 It 
I ht S.1111< I i lilt . 

f.<l\.'t rrnn• rit s i 11 1 It, s.- c1111111 ri .. s .i1« i 11 m.;11\· .- .. s .. s. 1111.-, rt.; i 11 .• !J.,11t th, I 1111 

implic.i!i1111 of FDI. This .uubir.11it\.· is p.1rtlv 1-.lltcltd ill tl1t .-!1.111r.i11r. 

1.-r.isl..t i<lll 1111 FD! .. 111d p.1rt ind.;rl\· pt«ll1tH1111-.d ...-ith t«·sp.-ct ,,, 1«r.11!.i1 i<>ns 

f,<l\.'t·rlli11r. 1.11-. ir.11 .. ,·,111isi1 i1111s nl :;t.it .. -<1...-11<d .. 11t•. rpris .. s .1ml .it I.Hid. 

'."111...-ithst.1lldi11r. such 1«·s.r,·.11i1111s .. di c<>1111tri.s. ;,.-ith th•· t·Xc•·ptit111 .it s111n·· 

m .. mhtrs 11! l°IS. h.1,«· .11.1<·1,d .1 !ih.-r.al nn lq-,isl.i:i1111 .i11 .. .-i11r, . .t1r.1<·ti'" 

i11c .. 11t1\· .. s f11r f1,1«ip1 i11\."t·st111·s. Tit,\· h.i\. ... tints joi11"i th• stilt f,l1 1h.d 

"''llll'•'iti1111 1111· FPl. 

Th, i 11.-1-. ,;,;, d • mpl1.1s is <lll pr11m<1t i 11;-, t 11< i 11! I 11;,.· ol I 01« ir,11 c.1pi t.d .is .; 

m•·.111s 111 .1<'<jlt;1-. 11111.·lt 11t .. dtd l•>1«i1-,11 l11mls. k1111;,.--h1>1." .111d 1,-.-h11olo~~v .111d 111.11·k, I 

a<'<'t ss "'"·11rs .ii .1 I im .. ...-ltt 11 th·· d, 1.-rmi11.111! s Ill FDI .111d I It, st n1ct 111« ol 

i 111, rll.• t i <>11.1 I i 11\·,·st 111. 111 I I 11...-s .• r.· suh i• "t t 1i s i r.11 i I i .-.u11 d1.111r,•·s. I 11 

p.1rticul.1r tit• !1dl,1;,.-i11r. 1 •. 11111«:> .11-. •m•rr.i11r.:
1 

Fill i:; r.r.1dt1.1llv 11111\·i11r ... -..i\ 1-.im tit ... :~pnrt-ori .. 11ttd p1·odt1c1io11 

,if simpl• ,-.i11s11111.-r f."''d'; .. 11d ,:,1>.111di11r. int" t•l'i1111il"f,i<-.1llv mor .. 
,;u11hi::tic.iltd pr .. d11.-ti1111 li11ts !;11.-lt .is irnh1st:·i.i; t!t·ctro11i.-s, 

111.1.-!t i 11.- t ""' ,; .111d .1111<>m<>hiI1 :; . 1'."11';•·•111.-1 · I'-'. i 11,· .. s1 Ith 111 ... isl s 1 .. 1111 

to Ill i11 .. 1 ... 1,;i11r.: 

i11n:;t.ir:; l1rnl I<> l.1\·nur 1.,.-..r i1ll1:: .ill1>;,.-i11r. lh•m tn ,;,.r\·, r .. r.io11.il 

.111d i111.·n1.11i .. 11.il ,:-;p11r 111.1rk.·t:; .ind .. ii tit. :;.1nh tim•-. I<> h.1,·.­

, "'< · • s '; I " .111 .t I I 1-.1 c r i \."t .! "Ill•· '; I i c 111.i r kt· I . 

. 11t i11.-1.-.i:;inr. :oh.ir1· ol t•.>1.il F~ll i:; dir •. .-1,·d t" titt· ,;, r\·i.-.:; :; .. ctn1· 

...- i I It k. \.' .1 r •. 1:. fi, i 11r. h.111k i 11r.. 111:;11r.i11.·,. .111d ol It.- r I i II.till' i .1 I 
s .. rvi,· .. ,;, ·.;hol.·:;.d .. .111d r1 I.ii I • r.1d1 . .ind h .. 1 .. [ ,; .ind •>I h··r I 1111ri:;m-

1-.·I..t nl l.1ci I it 1 .. :;, 

l.ilio111 1'11:;( 

:;ir,11i I i.-.11u·1· 

di I I, r1·111 i .1 l ,, 
.i:; cri1ci.il Fill 

"r. r.r.1d11.i I Iv 
d.·t, r•ni ll.1111 :; .i:; 

l t1:; i llf, 
I It.. :;h.1 I'•· 

I It.- i r k• \' 
,if I .du 111 r 

For .i ,f, t .11I1·d t r ... 1111i.·1.t .,f 1 lw:;1· i :;:;11. :; .-1 llN I lH>. I:i.>..LL!.w_l)_i_U.:.l'..t 

l 11v.·:;11111 111 _fl...i..i.;,.-:; _.t~. lli.:.~:!.l~!U:. '~'-''.UlLl i \·~;. 1~. ,·,·11t .Lu..:11d:;~-~r lh·t .-rmi 11.1111 .. 

~ci.Ll:L~LillJ..!.!!l'i. l'l'D. [ 11 /. [ ll htl v I '1'111. 



cus!s i11 total costs is lkcliui11~: i11 must imh1s1rit·s (i.11·~:tl\· d11t 
to ruic1·t,_·lt•..:t 1"<mi,·s-rt L1tt·d .111!nmat iLHl). '.·l••n ~·,tilt r.il l\'. lo,..t·1· 
p1·odu..:t ion costs art· h«in~: t<.:l ipsul b\' olht·1· qu.d it.ti h.·t in\'lslmtnt 
lklt.>nninants. such .is skill ltvt·ls. m;11·kt·l si::t. tht t·xislt·llt"t· •>l 
an t··fficit·nt imlust1·ial support 11..i .... urk. tht .i\·.1iL1bilit\' <>l ;i 

va1·it·l ·; of suppo1·t st•n:ict·s as lo't·I l .1s .1,h·.1!1<"td It ltcouu111111i..:.1t ion 
amt info1·mation-1H"o<.:t·ssin~: lacilitit·s. -.:ht·t"t.1s p1·t·\·i,>11slv .1 n·t"tain 
ph\'sical infi·ast n1ctttrl" lo'as nl lt·n sulficit nt I•> .ii I r.1ct FD!. now 
a highlv dt•\"t•loped human and tt··dmolo~icil inf1·astruclu1·t app.-;11·s 

t'S!;t'lll ial; 

medium-sizt•d and t'-"<'ll sm.ill-si~:td n>mp.111it·s a1-. btc<>mi11!: mor·t 
acti'l."t' as inveslo1·s i11 fo1·t·i~:11 co1111t1·its. 111 m.111\· cast·s. s11d1 
companies havt.' built up a compt·liti,-, posiliu11 in ctrlain p1·oduct 
g1·oups in tlw domt.•slic m.1rkt·t but .trt suhst•jlltnll\' furctd lo follow 
the tt>ndency of inten1ationali::atio11 throu!:h in\'lslmt11t ab1·oad: 

as mon.• countrit•s at«· .ictivt·l\' trvi11~: to .111r.1cl FD! th1·011r,h 
ge1w1·ous in\"t·stment itll:t.·nt ivt.·s. the intt·n1.1l ional comptl it ion Lor 
investment l oca t i 011s has g1·own s i pi if i ..:ant 1,.-. I hus i 11c t"< .1s i llf, t Ill' 
baq',aining powt:·1· of pott·11t ial innsto1·s; 

the 1 .. nde111:y of i nl t' n1.1 t i 011a l t l".~.l~t.' I •>i.-a rd ~:l"l at,. r i·q•, i un.i I i ::at ion 
and inlra-OE<::D countt·\' tt"itdt· st·tm to furtht·r acct11t11alt· lht· 
dominance of indust1·iallv .1d·.·a11ct·d cou11trit·s .is both snu1"<:t·s .111d 

n·c i pi t·nt s ;,if FD I. 

At a global lc·vel. co11t1·an· lo tla· fact that FD! floi.-s ha\'l t~ro1"11 sinn· 
the bq~in11ing of the 1980s. lo'ot·id-lo'idt· availablt· it1\"t·st iblt· fumls (from lo'hidt 
FD! an· lh-t·ived) a1c not likelv to l'Xp;md sig11ifica11tl\' i11 thl' 11 ... 11· futurt. 
Savings 1·ates have dl•c1-east·d in i11dust1·iali.:l·d. d1.·'l."L·lopi11r, a11d 1.:EE cm1111ri•·:; 
in n"ct·11t yt·ars. Al tlw samt· limt-. high i11tt·rt·st 1·att·s in tht· i11t•·r11atio11.il 
c.ipital ma1·k,·ts indicatt· a global scarcity of c;1pit.il .irnl limit m.111Y 
cou11t1·il's' scopt· for drawing 011 lort·ig11 f1111ds. Mort·o'l."l·r. u.o:;I Wt·st<nl 
Pconomies an• p1·est·11tly 011 tlu· b1·i11k of rt·Ct·ssio11. 1o'hil'f1 lt·mb to 1-.·dw·t· tl1t· 

i nVl'Sl i hit· n·so111"ct·s of t ra11snal i 011a 1 corpo1·a1 i <HIS. 

Notwi I hsta11d;11g I hl· hit',h dq•,rt·l' of i11l t·rllal io11al compt·t i l io11 for 
attract i11g fon·ign invt·st mt·nt. t lu· CEE co1111t rit·s can ht •·:·:pt ct l'd Io t :;t.dil ish 
themst·lvt·s oil t.lw p,lohal FDI m;1p. It i!; 110 :;11rp1·ist·. lht·rt·fort-. tit.ii 
govc'1"11mt·11ts ill t 1-;1di1 ional FD! host co1ml ril·s. dtn·lopl'd and dt'l."l lopinr, 
co11111 riPs al ik'" a1·,. com·•·1·11t·d th.it pr•·st·nl .Ille! f111urt· FDI f lo": m;i\' ht· p.il'l ly 
divc·rlt'd from tlu·i1· tt·rritoric·s to thost· co1111t rit·s. 111 part in1l.1r. dt\· .. lopi11f, 
•·01n1tric·s' ft·a1·s mu:>t bl' st·•·ll ar,aillsl tlu· h.ickg1·01111d of .111 011r,oing 
cot1<'<'nt1-;1ti.011 of FDI inflows lo an t·\'l·r dt·t'J"t·asinr. m1111IH·r of d,,·~lopillf, 
co1111trit·s with 't·n newly irnlt1striali;'.illf, .iml otlu·r .lllv.1111·1d Ito:;! ,,·01111mi•.• 
accountiny, for almost/() pl'r <'1'111 ol all third world inllow:; in ll1t 1'181):;. 

Tlw ('(Dt·1·ging pat ll'rll of (•('OllOllliC r .. :;l nwt11ri11g :;t·t·m:; lo form lwo r.ro11p:; 
of co1111tric·s in C1·11l1«il a11d Easll'r11 l·:11ropl' (which coirwiclt 10ith 1111 r1v1al1·d 
prt·ft·r<'ll<'t·s of fon·iy,11 i11v1·stor:;): tllC' r .. lat i\·1·lv adv.111n·d 11or11 ... r11 1',rrn1p 
comprising Poland, tht· CSFR and lhmr.arv. and tl1t· l1·:;s ;idva1w1·d so11tlu·n1 r.rrn1p 
comprisinp, Bulgaria and R1,,n•llli;1. Within 1111' CIS, .i :;imi J.1r (1·.i:;l -w1·:;1) 
cliff1·n·nc1· is appan·nt ly cl1·vc·lopi11r. wilh 1111· c .. 111 ral /\siall rq>uhl ic:; L1gr,i11r. 
bdliml 1111· d1·v1·loprn1·11t oi till' r1·p11hlic:; in llu· E11ropta11 l·ill'l of tl•c CIS. 
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In ch.ipt<l" I I. th< pr<'Sl'nt r<·pLH·t pn1\·id<'S r<L"l'nt stdt ist ics on FDI 
flo"'s t,.' (<nt Li~ .m<i E:.iSll'l"ll Etll"L'i''. ,\ srnwn.il·\· L)f th<' Lit<'St l<'gisL1t ion 
P<'rt.iininf. tL) FDl in t1k imli\·idu.il ,·L1tmt i·i.-·s is ~~i\·fl1 in d1.iptt.'r I I I. 
-:..-h.-1«' .. ;s ,:h .. ;ptl't·s II. .md Ill. pt«)\·id, th< Lk·ts. d1.;ptd· I\". bri<'~lv disL"uSS<.'S 
F[ll r~.>tl\"<S. lkt<rr.iin .. .mts .md obst.;cl<s in CEE C<mnt1·i<-s. Follo•int~ a 
pr.:lirnin..;1·,, .;s.,;l'ssm·'nt of tlw .1d1i<'\"l.tn<'llts S<) f..;1· ..;nd .in outlook on futllt"t' 
iSSllt'S (ch.;ptt•r \".). tht.• stud,· co11•lt1LkS i.;ith t·l.ibo1·at int~ r:-;I[IO's contribution 
to st1·l'!1~tht·nin~~ tlw d<•\"t•l,ipm<'tlt.il im~'...tL't 0f F[ll in CEE count1·il.'S lL"hdptt't· 
\"I. ) . 



11 . RF.Cfo:NT TRENDS IN FD I FLOWS ·,·o CENT.{AI. J\ND i-:ASn:RN 1-:UROl'fo:J\N C:OUNTR I ES. 

THE fo:MP IR I CJ\I. EV I Dfo:NCI-:' 

A. Overall Trends 

!11 1·t··spo:1st· to tht·i1· opt·11i11r, 11p in rtct11t \'t:irs. tht !'th.is bttn" srr,1nr, 
f,t·owth of FD! flows to l~EE co1mtrits. mo::-:1 !l<>LdJh· I" H11nr .. •n-. 1·sri;: .;nd 
Poland. Tht• numbtT and st.1tutor\· c;1piLil of joint n·nt11l'ts h.is s.::.r«i 11p sine< 
!<l8/. althour,h till' <iCtu;d infln...- ol tor, ip1 ,-.ipit.il h.;s 1·,111.iin,d r..rh, 1· 
modt-st. Sta1·t inf. f 1·om a \'t·r\· I 01.: b;is,. r.1·0.,.·t h of FD! ;;ppt .• rs \'tr\· impr• ssi \'• 
vt·t is often to Ul· atti-ibutul tn imli\·id1 .. i! Liq~t·Sc;dt pr"j"·ts. :)Lttisti,·s 
on actual inflows of FD! an in:1cc11•·;;t, fo1· m<1st co1m11·i,s ,·"nc,rntd :iml 

rt·C•'nt fii::,urt·S .1rt· o!ttn not ;i\·:1iL1hlt· 

FD! has bt·comc· a sir,nifi,·;u1t it<m in th< b:.LinC• iii p:i\·m.:nt P"sit ion ,,f 

l!tmf,ar\· and th•· CSFR. ~.t inflo...-s into tht 1:SFR .;cn!,r;;t,d lr:im l'S$ !SS 
million in l'l'Hl to l'S$ 1101 mil I ion durinr, th• t irst 'ir,ht months ol 1

1
1'1\. 

Ho...-c·\·c·1·. th•· in...-ani tLrnsl•r o! l'S$ \-ill mil I ion 111 cn1111,ct i"n .,.·ith th, Sk···l.;­
\'olkswar,•··n joint vn1t111·,. accomt!td f,n· th< b11lk of this i1HTt.iS•. Th, inf!o...­
into llunr,a1·v amounted to l"S$ fi81l mi 11 i"n until th. t nd "f ,\11~-,11st \<l'll .. .t t' r 
l:S$ mo million in l'l'lll. Th._ otht1· t:EE ,-ountrits r.ni\·,d much sm.ill1r 
amounts. Bulr,a1·ia rcpol"lt·d a sh.;rp incrt<tS< i11 mt int ln;:s I ro1•1 l'S$ ·1mi11 i••ll 
in 1'190 to US$ JI, million durinr, th<· first si:-: mo11ths of {'I'll. l'ol;rnd l'•<'• i\·,d 
l'S$ 88 million and Rom;mi•1 t\·•n 1·q101"1ul a lltl 0111!!0..- ,if l'S$ IS milli"n i11 

l <J'lll. 

Tlw on·r;ill n11mbt·1· of fo1·t·ip1 in\'t·slmtnl p1·ojt<·ts r··r.ist• rtd in 1'1il.;11cl. 

fhmr,ar\-. CSFR. Bulr;1i-ia. Rom;rnia ;111cl th< form .. 1· l'SSR i1H"r•:1~;,d !r"m \ .. '~:/ "n 
l. I. l 'J'lll to !11, 6 18 on I. I. l '1'1 I and t '' ll. 'I I.' 011 I. I. I 'l'I,'. Tht r ol .• I \-,;! 111 ol 
t}u· fo!'!·if,ll comporwnt of tin· ;if,f,l'l'f",ilttd SLllttlor\· c;1pit.;J f,l'•;; !11 :i!l t:;t i111:;t1d 
\:s$ <i_(d() mi 11 ion (as of l. !O. !'l'I!) ()\'l'l 0 I ht sam!· pt 1·iod. tlp I ri:m rs$ 1, _ /h) 

millionandl!S$ /,'illOmillic>n, nsp1·cli\·,J\·. llo..-t\·tr. 011!':;; tr .. c·tinnc.f th.:;, 

i nvc·sl m!·nl p1·ojt·ct s h.1\·1· r.0111· into opt r;1I ion so f al". Th, ~-c>rtS i dt r-.;lil • t: mt· I .if, 
lwt...-t·t·n n·r,is11·atio11 and :;t;11'1 of np1·r:1tio11 (up lo thr« -.- .. 11·:;) part!\· 

r·:-:plains thr· diflt·n·nn !J,t...-t•·ll rt·r.isttl"t·d .ind op<·L1tin11:il j11i11t \·111t11r.:;_ 

Table 1: Joint ventures in Cfo:fo: countries 

Tot a I 11111nb1· r 

Statutorv capit:t! 
(ton·ir,11 compo1u·11t in 

mi 11i011 \TS$) 

I . I . I 'I 'I l I 

I. )P. I 

/. 'ilHl 

--------------·----------
~ f.f'F fl.tt •I f~.1:.•• 

.:.! : lll l!t'_tl 

----------------

I. I. l '1'1 I 

11, . I.' f, 

I ' : I 'If I.' 

'Tlw stat isl ical s11rv!·V i:; b;1s1·d to ;i L1rr.• ":-:t111t on tl11· 1·:1:1·: cl:it;i h:i:;, 

011 joi11t v!·11t111·<'s arid :qH·ci;il r1·f1·r!'IH't' i:; 11ot 1·1 p1·;it1·d i11 tlw t• ':t It i:; to 
b!· not1·d that acq11isit ions arc 11ot i11cl1ul1·d in tit!' f ir,11rt·:; pr11 1:idl'cl hv Et'.I·:. 
();ita a1·1· compil<·d by ECE from v:irio11:; 11;1t iC111al :;011rc":;, :;o th;it <'OlllJ'ill·:ibil itv 

is not 1·11s11r1·d. S1·!· ECE, St:it i:;t ic;t! S11rv1·v of R1·<'!•11t Tr"ncl:; i11 For<·ir,11 lli r"1·t 

lnv•·~;tmt'ltl in East E11rop1·;111 <:01111t ri1·:;, Nov1·mlH·r !'I'll. 



Operational foreign investment projects 
CSFR, 1983-March 1991 
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Tilt ,·.i11nr 1-i. s lllllS( ,,d\·,.i:ctd <lll lilt ii·! r.111sit i1111 11.1Tlt. lhir1,-.• i1·\·. tht 1:SFR 

.. nd !'1il.111d. !1_,\-t .;Ttr.1ct1d rL. b1dk "t l<>r•ir.n i11\·,srm.n: i11 tht 1·•r,io11. Tl!t· 
S,l\·i,r l'ni•H11rnril irs hr.-.1k-1q1 in "•ctmh.1- ]'I'll i.;;;_s ;;lsn .i rn.;jor r.-1rr,tr tor 

turti)-,ll in'" slot-:< .• lrlt"11r,h tl1t in!l11;; 11! fo1-1ir,n c:qdt:il sln..-t·d d<>1.:11 d111·inr. 
]'1'1]. P,11l;-,.;ri.1 .:11d Rnrn.rni.1 .;r. l.1r,i·.inr. s"m1i.;h.il h..t1i11d in Tt-rms of Tllt<ll \·;;]11. 

flf Ffll. p.1rt]\· d11t· !11 rltt ii- sl"1o.-.r ri-:111sirio11 ri-cw•·ss ;ind Litt!- prom11lr,..ri1lll 

ot .. I iii, r .• I tor• ir.11 in\· .. srm. 11: lq·,isl.i! ion. 

!11 t• rm:; of j11i11r \'tllt111·· :; r1;-,istt 1·,c1. in tl't' l.zcc.h and Slovak Federal 
Rcpubl ic. th• tor.ti n11mb. 1· ,if 1·omp.i!!its ;if! ii: n,.,l ..-irlt !01-.·ip1 capit.il 
incrt-.istd tr"m idl .11 tltt l>tr,i1·ni11r. of )'l'I() To ],filHl ill .liilltl.11·,- 1'1'1[. [)\· 

Oct ol>t r I '1'1 I .111 , !.! i m:t! .. d t of .ti 11111nl>t r flf !1. IHHI 101 nt ,., 11111r• s .ind -.;!1011 v 

""'11td t"r' ir.11 !;1disidi.iri1:; -.;itlt" t<>r .. ir.11 1·01111101\lnt in c.:pit.il i::.it io11 "f I'S$ 
>illl millio11 lt;id bt·111 t!~T.d1li!;l11d. P,v tht 1rnl of (larch !'I'll . .'/·i joint \'t11!11rts 

lt;:d ,1',"ll" i 111" "I'' r.i! i 011. m11sf rd r ht m \..'• r1 1 sr.1bl i sl11 d d11r i 11;-, I 'I'll! . 

.-\11 1-:1:1-: •;11r\·1\· of .'.'8 o! th•!;• .1 /> op1r.1tic>11;il joi11t \·1·11t11r1s r1\'tiil!; 

!It.ti, l>t·l"-'••ll rh" 111d ,if 111.-{8 .111d :·f.1rch )'I'll, rh .. 1·1111111l;iliv1 capi1.1li;:;itiot1 

i11<'1't.ts1d .'. >-f11ld. -.;!til1 tht !;11111 of for1·ir,11 c·,qiir.il i11\·1·slf·d )',r1·w from l'S$ 

g1, mi 11 io11 lo l'S$ I ~I .11 mi 11 i1>11 (.-\1111• :-: T.d>I• I). T11 .. <1\'1 r.11'," cripil<tl iz;il ion 
,if lltt "l'•·r.11i,,11;il jni111 \·111t11r.s ;i11d ..-!tollv tor .. ir.11-owru·d s11l>sidi.irit·s h;is 

!;ho\..'11 ;i d1 ,·I i11i11)', I r111cl. Tltt· .1\'t·r.1r.• !;l.il11torv 1·,q>it;il (;ii c111-r1·11I prin·s) -.;<1s 

r:s~~ 11/.'I million for t!ll•rpri!;,!; l111111clt-d h .. forl' 1'18'1, CSK ).1 .H million for 
I ho:;t l'!;l .11>1 i :;llt'cl i 11 I '18'1 .. 111d 0111 \' c:s~-'. >.'I mi 11i011 for I host· 1·sl ;ihl i sl11·d i 11 

l 'l'lll .111cl 1 !11 Ii r!;I •111.1r1, r of I '1'1 ! . :\I 1 lll' s;1rn(· 1 i ,.11·. t ht· .iv1·rar.•· for.- i f,ll 

1·0111rih111io11 '" 1i11 •;1.1111tor,· c.ipil.il d .. 1·r1-.1s .. d trom liS$ 1.\ million for 
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Operational foreign investment projects 
Hungary 1981-January 1991 
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i11dic:tt illf, ii f,t·(ll·Ltl l \• ('ill!f iOll!; ,lpp!·l);l('h .td11pt I cl h\· t 1>!°1 i))l I !If l rp1·j 'ii '.i. ;:j 

th .. cnmp.i11i• :; con·r··d Ii\· th1 :;11r\·1·\·. )hi h;1\·1 .111 .1\·1 r.1r.1 ,· .. pit .. 1 i.· .. .r i1111 "t 
011lv 1:SK ll.[ milli;111(l.S$11,llllll .1t th1 olf i,·j,.[ 1:·:1·lt.111r.• r.il1 i11.l.111:.11·'.· ['I'll l 

;rnd 11'1/. of \, !;:; th;111 1:SK 11. l mi 11 ion (l'S$ IS.111111). 0111\· I \·111t11r«; h.1\·1 .;11 

.iv1·ra.1',c c;ipi t;tl i;'.ilt ion of mor1· t lt;111 1:SK [1111mi11 i:i11. In 11111r1 t lt.111 /11; "t .ii I 

opt·r;t! ic111;1l 1·ntcrp1·i:;1 :; th1· for. i)',ll cont rih11t i<HI '" c.q•it.il i.-.il i1111 cl•H :; 1111! 

c:-:c1 i-d liS$ ll.1 mi i 1 ion. 

111 th1· 1-:<:E :;i1111pl1-. in lf1/ 11f 

t h;i11 »Ill. of t lw :;lt.1r1·:; . .111d i 11 

owrn·d I or1· i r.n :;11bs id i ;i r i 1 :; t 1·ncl 

with .ippro:.;. 0111· q11i1rt1·r of tlw 

t lw \·1 11t 11r1 :; t It• t 11r1 1.1·.11 p.1rt111 r li1il cl:; 11111r1 
;ii ,11o:;t ,'111. t 111·; r :;11.;1·1:; 1 :-:1-. 1 cl 'Iii/ ·,;1i1il I•: 
to h.-1\·1· .1 m111·h i "11.·1 r .1\·1 r.if,• ,· .. pi 1.1 Ii : .. 1i1111 

.1\·1 1·.ir,• :;1.1111t 11r\· 1·.q·i 1 . .I <>I j11i 111 \·1 11111r1 

111 llunp,ary. th•· 11111111>1·" of r11',i:;l1·1·1d joinl \·111l11r1 :; .111cl 11.·hc1l l\· l11r1 i)',11 

owr11·cl :;1di:;idi.1ri1·:; 1•,r1·w from l,f1'I\ ;;I Iii• 111cl 111 [·1'111 I<> /,\fill I>\ llt1 

lwr,i1111irir, of April }'I'll ;l!ld t" .111 1:;ti111;;t1·cl [ll,ldHI hv 1:,·111h1r !'I'll Th1·ir 

capi t ;i\ i z;1t i 011 ;ii t 111· •·ncl llf 1111· f i r:;t •111.1r1, r ,>f I '1'11 .11111>11111, cl Ill i·s:,i \'I 

billion (olfici;il (•Xdlillll'.•· r;it1· i11 M.1rt'l1 ['l'llJ. II i,.;.i:; r1111>rl1·cl 

q11;1rt Pr of ii 11 111·w !>11:; i 111·:;:; v1·11t 11r.-:; 1·:;1 .tl1l i :;!we! cl11r i 111» [ 'l'dl h.1cl .1 

participation. /\1·c11rn11Lit.-cl lon·ir,11 i11v1·:;l11w111 :; r• pr• :;1·11l1·d. Ii"""' \·1·r 
to 11"/. of t lu· f i ~:1·cl c.ipi t ii I of 1111111',•tr i :111 1·n111p.i11\ :;1 cl.,,. whi ,·It i :; :;Ii I 

tlu· gov1·rr11n•·11t ':; )'1"/.. rn1·di11111 t1·r111 1.1r~.,.-t 
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Tlw F.CE sampl~' surve\· of 1.006 p11te1·prises with foreign affiliation 
co\·ers most H·nt11re·s which 1o;ere opPrat ional at tlw beginning of 1991. Most 
entt:'t·prise-s went into operation sincc- 1489 (796). The cumulati\'e 
capitali::dion of opt'r<Hional enterprises increased fi\·e-fold between the end 
of 1487 and thc- hPginning of 1991. Th.:- sum of foreign investment grew from US$ 
244.3 million to US$ 81~7.8 million o\·er the same pPriod (current official 
yearlv a\·eragP Pxchange rates. Annc·x Table 4). 

Tlw sample· sun·e\ re\·Pals tlw same' basic trends in the casee- of Hungary 
as in the CSFR. The average statutorv capital of operational enterprises 
de·cn·ased from HFF )16. l mil. for n'ntures c-stablished before 1987 to HUF 
l'J'.>.O million founded in l'l88. HUF 80.3 million in 1989 and HUF 55.8 mil in 
1440 . .-\t the samc- time. the· avf'rage fon.>ign contribution to the statutory 
capital decreased from US$ J.9 million for enterprises founded in 1986 and 
before to US$ 0.6 million for those established in 1989 and 1990. The majority 
')f projr-cts ;n-c- rPlatin,ly small with 76% of the total sample enterprises 
ha\"ing a capitalization of less than HUI-' 50 mil (US$ 0.7 mil). 70% of the 
vPnturc·s ha\·e a fon'ign share in the statutory capital of less than US$ 
}llll,OOtl (;;t c111Te·nt Pxchangf? 1·ates). ThP average foreign share. however. 
rem<iiJH"d n•la, iwlv st<ible ;it around 48%. In 8% of the firms the foreign share 
is abow· 401-. As in the· CSFR. wholly foreign-owned enterprises tend to ha\'e 
a lo\o.·c1· capit;ilization amountinf, to }3% of tlw a\'eragc- value of in\'estment 
projt ct ...-i th for0 i g11 cont 1· i but i (•tl. 

Fon·ir,11 in\·cstmc11t h<Js also significant!\' incrC'asPd in Poland 
p;irt ic11l<1rh· rift0r the· 0nactmc·nt of tlw nc\o.' Forc-ign fnvE'stmc-nt Law of De·cember 
IY88. On]\· 1·3 and/~() p1·o_jccts \o.'f•rc ;rnthorizcd in 198/ and 1988. n·sppctivc-Iv. 
111 l'J8'1. ngistration jumred to 867. and g1·owth further accdC'rated in 1990 
am\ l'l<Jl with I.en; a11d l.'J'J] (first six months) approvals. rPspc-ctivc1v. fn 
total. 1,,-~')() fonign inwstmc-nt projc-cts had been auth:Jrized by l'J June' 1991 
\o.·ith a total fonign c;ipital contribution of US$ 580 million since the 
bcp,in11ing of J'l89. 'J<!1 of the e'ntcr·priscs registerC'd by the r·nd of 1990 had 
stai-trd orw1·ation. US$ )00 million had bc-en inn·stcd by the forc·ign partnE'rs 
of \o.'hich, acconli11p, to the· Polis~! Foreign lnve·stment Agency, US$ 81 million 
\o.'f'n in rash and !TS$ II/ million i11 kind. The: a&grPgate statutorv capital 
irHT£•<1sr-d fnim PLZ J.91 billion at tlw e'nd of 1987 to PI.Z 'J.169 billion bv I 
Ja11ua1·v !9fJI. Ovc·1· the sam(· pci-iod. the· cumul;itivf' fon·ign capital 
co11trib11!ion incrc·ased fn>m US$ 11./1 million to US$ 111.8 million (curnnt 
(:·:chant~c· rates). 

The avc·1«1r,c· st at 111 orv capita I per '·"'nl 11rc· has i nc:reased from PLZ J"3 l .(1 

million in l'J88 lo PLZ ),.J8/ million (in c11m11lativc te·rms) bv I .January l'J'Jl 
prohablv due· lo the· hif,h ir~flat inn during 1990. Ttw tn·nds in fl\'c·rag(· fore·ip,n 
<'Olli rib11t im1 :>c·c·m I<> co11f i 1·m the· co1-re·spondi11g trends obsn·vc-d in tlw CSFR and 
lhmp,;1n. It clccli11e·d fnim l!S$ O.V1 millicm in 1987 to llS$ 0.11 million for the· 
total rn1mbc·r of 1·nt1·1·pris1·s 1·1·p,iste·rcd bv tlw lwginning Df JCJCJ]. Howc·ve·r. the· 
ave·r;1p,e· fori·ig11 share- in statutory capital of ihes(· \'e·nturc·s incn·ase·d from 
1101 i 11 1'J87 t ri (,tl/. bv the· IJl'g i 1111i11p, of J 9rJ I ( i 11 cum11 l ;it i vc· t (· t·ms). 

FD! in Bulp,aria h;is iiC'C(·lf·ratt·d d111'i11p, ICJ<JO whr·n tlu· total m1mbfT of 
joint vc11t11n·s r.rc·w five .. fold to 1110 by th!' he·p,ir111i11p, of J9rJJ. P,y l Octobt·1· 
I 'J'l I, an e·s! i mat f·d 1111mlH·r of 800 joint V(·nt 01rC's we· re· r(·p,i st C'rPd with 
<·111milativ< forc·ig11 i11ve·stm1·11t~; of l!S$ )!Hl million. 
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Foreign investment projects 
Poland, 1987 - June 1991 
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FDI in Ro11Pnia has significantly incr<'asc>d aft<'1· thl' C'nactmPnt of thf· 

Govc>rnment Decreec :10. 96 in March l990pr0\:iclinr,attractin• inccnti\"t'sand tl1t· 
promulr,ation of t1l new Foreign lnvestmc>nt I.a10 in March 1991. Aftp1· sPvc·ral 
years without an} new foreign .101nt ventures, tlw tot:il number of 
registrations soared up to 1,501 during 19<)0 and to },611 durinf, lhP fi1·st 
half of 1991. The foreign partnf'rs contributed U8$ U8./ million in !'l'IO and 
US$ 61 .9 million during the first half of 199!, whic\1 implies a significant 

decrease in foreign contribution per \·ent11re. 

Even more than in tlw oth<'r c~:E countril's, small vc·nturPs dominatt· tlw 
picture. More than 90% of thl' total numbt·r of projt·cts havt· a fort·ign 
contribution of Jess than l!S$ )0,000. I.PSS than 0.6% have• a fon·ign shar1· of 
morC' than US$ I million Tlw ovC'rwlwlming majority (19'/.) of f'nlt·1·p1·isPs with 
foreign participation ht1VP hf'f'n cn'atf'd hy natural (as oppost·d to l1·r,al) 
persons. contributing, howt'Ver, only ·37;r. to the for1·ign capital invt>Slt'cl. 

In thf' former Soviet Union, rf'gist rat ion of .101nt vc·nt11n·s twgan 011 

January \98/. Th<' r111mlwr of C'nt1•rpris1•s with fot«'iy,n contribution has sinn· 
dramatically inc:rPasf'd, partly in rPsponsc· to rww n·p,11\ations acloptc·d in 
D£,cemher lq88 authoi-izing c:o-op£·rat iv1•s to part icipalt· in _joint v1·11l11rt·s ,111cl 
allowinp, forPign partrn·rs to hold majority ~harPs. By l .January \<)9\, ),'JO'> 

joint ventures were r<'gistt•red with a total capitalization of SUH(, hi 11 ion. 
Tt: is pst imatPcl that 1,900 PntcrprisPS had bt•t·n n·gistPrf'CI by I Ocrolwr \'JC)\. 
After th<' initial buoyant incrp;1s1· in rPgistPr<'d joint v1·nt11r1·s in JfJ89, th•· 
raff· of growth slackf'nc·cl clurinp, \990 (Anrwx TahlP 11). This c;in, ;it \!'ast 
partially, hP attrihuti·d to tlw rapidly clt•lt•riorat inr, 1·co11omic t•11viro11m•·nt in 

the former Sovi t'I Uni on. 
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.-\ sampJ, s11n·,\- 1mcknak .. 11 b\· ECE of ),tl>ll .ioint n-11tun-s n--f,isll·l-t·d b\· 
.larn1,u-\· ! 'l'l l 1··-n-,il s somt· of t ht· m;; jo1· t n·m!s: I h .. majori Iv of \'t·nt 111-<·s ;-11-t· 

rt lat i\·,.J\- sm;-,J J .• 11d th..-ir s1:'.t· t.--rnL to dt·crf·ilst·. Th£· ii\'(-1";-if,f- si;;:<- of 
stat11ton· c.;pit.,! dt-crt-ast-d from st:R - ·million in 1'18/ to SCR ).II million 
i11 l'l'llJ_ Tl1t .;\·•·rdf,t for.-ir,11 ,·on11-ib1111on droppt-d from L'S$ ~-"mi 11 ion in 1'18/ 
to CS$ J .fi mill io11 i11 !'18'1_ In 1'1'111, th .. an-1«1r,•· iimo1111! f11nht·1- clt·crt·ilSt·d Io 
l:S$ ! . ..'million 1c11rr·1nt official •-:~chanr,•· r;slt·). :\sin tlH- otht·1· formt·r C·IE:\ 
co1mt1 it·:-;. sm:.l I \- .. 11111n·s prt·domi11;ilt·. >)I of tlu· t·nlt·q11-ist·S had a st.1111101-\· 
capitdl <!f St"!~ II_> mi!Jioll 01- !.-ss (l:S$ IJ. ~million ;.t tht official t·:~d1a11gt· 

r·at•». 'llJ/ 1-.y,ist('r .. d !t·ss th,m Sl'R ·>million (t:S$ LD millioll). :\s fa1- as !ht· 
fortif,ll c.;pit.il coI1trib11tioI1 is co!Wt·rrwd. !ht· gPm·r«d pic:un-- is co!lfirmt·cl. 
Ovt·r fill/ It,,\-.. ;i fort·ir,n C'>nl r·ilmt ion of J .. ss than l:S$ 0.) mi 11 io11: oril\· fi'/. 

co11t rib11lt mor .. th.in l"S$ >mi 11 io11. Tht· for .. ip,11 sh;ir·t· cl id not show a 1kf i11itf­
l rt·ml dtspilt· tht· I.wt that ndt·s 011 fon·ign owr1t·r·ship t..'t·rt- n·la:~c·cl in 
Dt·ct mhc·r J '188. Tiu· <1\·1 ra1',• sh;irt· as of .l;i1111ar·v i 'l'Ji ,.;;is 1.0. 6'/.. 

Si1w.- co-op1·r<1t iv1·s i.;1·rt i1l Joi.;1·d to 1·1111·1· i1110 101nt \'t'lllllrt·s. th1·v h.ivt· 
rapicllv ,P,ilitll'd impol'l;mct·. 111 )'ll. of till' joi11t v1·11t111·1·s c:o11clwl1·cl i11 l'J8'1 co­
op1·1«1t i\·1·s i.;1·r1 i11\·ol\-.. 1l. R1·c1·11!i\·, also ;u·i.;lv t·stablisl11·d privatt comp.i11i1·s 
hav1· p;1rticip;t1.-d in joi11t v1·nt11rc·s i11 ilHTPilSing 1111mbt·rs. Tiu· av1·rar,1· 
capili1liz;1lio11 of rl11·st \"t·nt11r .. s is l1:;s rha11 0111· h;1lf of th.- a\'l'Llf,f' of all 

joi 111 Vt'l1t 11r1·s. 

t\ccordi11y, lo lh.- off ici,il :;t<1t isl ics. t}11· to!iil 1111rnlH·r of opt·r;ir io11al 
for1·ir,11 i11v1·:.;l1111'11t projtct:.; in 1'11 form1·r Sovict l:11inn i11crc·;1st·d from l:l/ .ii 

rlw b1·f1,i1111i11r, of 1'18'1 to !.188 bv tlu· 1·1HI of ~1ilrch l'l'Ji. Tlll'st· wo11ld rq>r1·s1·111 
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3J'l. ot <ill tort'if.il it1\"t-stm<-nt p1·ujt-<"ts 1·.--y,ist• 1·,d ;it th.ii t in1t. l!m.:t\"t 1·_ sin,-, 
\"flltlll"t>S iil"t·· considt'rt0 d <iS opt.Lil ion:il •ht-11 tilt·,- Ii;;\-.-,; sin~l· tmplm.,, <lll t!1t 
pa\Toll tlw shdrt' «pp~•iLi to o\-t·rst.;tt· actn:il d<\"<·l<>prnt·nts_ Th, o;.-.r:dl 
cont i·ibut ion oi joint \".-tlllll">'S to th.- n<il i<l!1;il pt-<)duct s • .-ms l'' r.;;1idh: f_.;in 
imporL.ince althouf,h from ;;n «Xtrt·mt'l,- lo• bdSt _ In !'18''- j,,!nt '--till'.::·, output 
i.:as r~po1-tt0d to bt' <'q11i\·aln1t to ll_ll'I/ ot l:\P: it incrt-iiStd to 11_.,f.: i11 !<l'lll_ 

Fon:·ip1 joint \"t't1tu1-t:'S also ha\-•' ho:.-com.- mo1·.- stnm~~h- in\·,J!\·,d in 
fo1·eign t1·adE-_ Their shan.' in total t'Xports and imports in<ThiS•-<i t1·om 11_JH' 

and ll_:)8l:_ respecti\·t:-h-. in 1484 to 0_4/l and 1 3/. 1·tsp«cti\·,1,-_ in J<1<111_ 

Exports from joint \"entures .-ert' p1·ima1·i r-· lit-St int·d t l) J;q.>an ( _'t,/ I t ht rs_-\ 
(41.) and ...-est Europt'an cmmtri•'S (48i'.) 1o.·hile t•xports to th..- t<>rm.-r .~:·IL-\ m•mbt 1· 

count1·ies •et-e i-elatinch· minor (about lll%)_ B<·t1o.·t,n 148'1 ;;mi th< fi1·st 
quanc-r ot 1441 joint \·entu1·es had .i n•·f,:itin· 11·:.d, b,;L;nc, 1o.·ith :ill 
de\·t'loped market economirs ~xct'pt Japan. Fot"t·if,11 it1\"tslmtn~s lt,;\·• 

significanth: induced imports from thl CEE coun11·i,s. p;;rtin11.;d,· t1·11m 

Hung.;;_r..- and Poland. 

8. Countries of Origin 

In g.-ne1-al . ...-est Eu1-opean in\·estors ha\"t- sho•n to b, most .;ct i\-, ,;s 

joint \"t'-ntut-•' part1wrs in CEE countrif·S. Sp.-cificalh·_ in tt·1·ms of numb.1·s_ 
80-8:J% of the joint n·nturc·s concl11dc·d in tht? CSFR. lhlllfJff'-. and Poland_ fill/ 

in tilt' formt'I" Sovi{"f rnion and JI! in Romani;; ha\'t· p;;!"lllt rs from l.:tS!t n1 
Europt._ 40% of thcst• partn<-rs in East-;,;l"St joint \"t·nt1n·~-s :sr< t1·om the EE<: ,mcl 
}:J'/, ft-om EFT:\ count1·if'-s. In \"alut tt·rms. tht· consolicLttt! shart l't IL•Sltl-ll 
European i\c·•;tors is most siptificant in Polano 1!-l1l1)_ Tht corr.-sponci!ur. 
shan··s arc· h8i' in Romania. 6.3/. in Hunf,an·. J<I/ in th• lorm.r l·SsR .. ml J)/ in 
tlw CSFR. EEC countri.-s ;;n most stron~~h- npns.-nttd in PoLrncl (:>311 .illd 
Romania (:Jf~l-)_ 1o.·hilf· th.- !-:FT:\ co1111t r·i•·S iiCl"Ollllt tor si:: .• bl• sh;t1'ts in H1mr.·•n· 

( lJi'.). Pol<iml ()61.) and CSFR (lid). 

Tht· individual co1111t1·ics most acti\'l· in t:EE co1mtrits ;ir• l:.-1·m;i11'> 
,\11stria. Ital'--. Franct·. l'nitt·d Ki11f,dom. S1.:t·d•n. S•it::.rl.ill<I. tht :-..tlttrl.;ml:.; 
and. in tlH· cast· of thf' formt'l- So\·ic·t l'nion. also Fi11LrncL Tltt 1·s,\ is !, ss 
stronr,h· rt·prtsentt·d ilml innih·td it' onh· II of till joint \'tnt11r.s •:ith 

fort· i r,n p;t n i c i pat ion . 

Tht·n· is a cons pi c11011s abst·nc•· of Jap:i!l as f 01·1 i f,ll i n,· .. st or i 11 t h1 
n·p,ion. £·SfH·cLdlv in \'i£·1o.' of tl11· tact that 1.:01·Id-1o.·icl1 th< co1mtr,· acco1111t:; 
for the larr,c·st 011tflo1.; of FDI. 1.c·ss than II. of both th, llt1mb•r .1nd fortir.n 
capit<sl invc·stc·d in joint nnt111·.-s orir,inatc· from .!ap;Hu-St compani<s. 
:\ccordinp, to information from fo1·1·ip1 in\·cstrnt·nt otficts •• mi IETRO (.l;q><1ll 
r:xu·rnal Track Orr,anization) tht·rt •1·1·, lfi din·c•. in"tstmtnts in !-111l1..1ri.;. 
CSFR. Hunp,arv. Poland and Romilni;; ;;s of S.-plf·mbci- 1'1'11. ·..:ith lh proj1cts. 
H11np,a1-..- is tlw main lilrp,t·I co1111tr'-· fo1· .JapatHS(· irs1stm.-n!s. '.·lost of th.:;, 
\"f'n!11n·s iln· in S£·rvic£·s such as s;i\1·s ancl aft1·r-sal1·s str\·ict for .Jap;uu·st 
iml11st1·ial prod11cts. The· fc·lo.' pn>j1·c!s in rn;irndact111·i11r, <f>) 10.-rt· l·1111«1"11tL1t•-<I 

in lhmga rv ( 'J) . 

In tlw Czech and Slovak 1''cdcral Republic tl11 pr1domi11<ill<'( of lo.'tSI 
1-:11n>pt'iln invt•stors is ov1·r1.;lwlminp,. Of 1111· 10111t \'<·11t11ru; s11n·1·v1·d IJ\· Er:E. 
8). :JX of ! tw f on·ip,n part m·rs an· from 1.;c·st l'rn Europ£·. t IH·reof l'I .">!. f n>m ! lu· 
EEC and 1,1,. /i.. from tlw EFT:\ rrnmt ric·s. ·..:ith ;i combi1wd sh.'lrt of »!.. their 
wc·ip,ht in st;it11torv capital of opc·rat iorral joint v1·nt11rt·s is sm.11 l1·r. 
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Companies from EEC countries invest. on the average. higher amounts than 
partn~>rs from EFTA countries. Fort>ign partners from the EEC account for 40.5% 
of the total foreign capital 1o1hile companies from the EFTA account for only 
14%. Based on their geographical pro:dmit~· and historical ties 1o1ith the CSFR. 
Austria and Germany together account for 60% of the investment projects and 
19% of capital committed. Like Japanese ir.•:pstors. US firms are virtually 
invisible in the CSFR (Annex Table 2). 

Operational FDI projects. CSFR 
mn CSK by origin of foreign partner 

EFTA 
392 

Others 
63 

Former COM ECON 
252 

On 25 March 1991 
Source: £CE data base 

EEC 
1217 

Un 1 !eG St Cites 

The p,t>11e1-;d picture· looks similar for Hungary. /97. of the operational 
_Joint Vf"nllires sun·eyf'd have partrlf·rs from western Europe of which 417. are 
from EEC countries and 1n from 1-:FTA countries. In 6.'>7. of the nungarian joint 
vt>ntures. US firms an• involved. In H·rms of fon•ign capital committed. 
western Europe's weight is less pro11ounced with 617. of the fort>ign component 
of total statutory capital. Most recent Iv. howevt?r, the> comhinc>d shan· in 
capital from west European investors has soan·d up: from )/.)7. for companies 
<·stablish1·cl hdore 19ll0 to 867. for those founded more· recently. This is 
primarilv chu· to a shift to investmt•nts from the EFTA countries which more 
than do11hl1·d ttwir share in capilal contribution from J'i7. to 6lI. :\s compan·c! 
to 1-:r:c and lJS firms, invt•stors from the EFT/\ rrgion tf'nd to inv1•st hiy,her 
amounts in fewc·r projE·cts. Of all invc>stor co11ntrit•s, (:c>rmany and Austria 
comhi rwd account for mon· than '>07. of the> tot a I numhrr of venturc>s. This sharr 
is sip,nificantly lowt>r for the· share• in total capital committi·d. particularly 
for Gr-rmany (9%). It may tw notrd that som<' of !hf' ma_jor investments arr from 
ttw R€·p11hlic of Kon·a which committNi US$'>'>.) million (6.'i7. of thf' total, 

Armf'X Tahl f' '>). 
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Foreign investment projects in Hungary 
Origin of foreign partner, 1 Jan 1991 

Source: ECE data baae 
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Fo1···ip1 inv.·stmf·nt in Poland is .i1s" hir.hI,· c1111c.ntLiltd in ,1rir.i11. i11 
H.'I ol th. 101·,·if,ll ill\"f·slm•··nt prnjt·cts ;111tho1·i::td h,· I .l.i1111.1r,· i""i. p.1rl11trs 
arf f 1·om "'•·st t·n1 Eur opt . llt t ht·.St'. ·1'1l com• I rom I ht EEt: .1ml .' .', t 1·,im EFT:\ 

cm11111·i•·s. i.1i;·. h.n·,. p.11·tm·1·.s f1·om tlw l"S:\. Tht sh.1r.s .11-. ,.;imil.1r in t.1-ms 
of <a pit a I commit tt'<l. ;.;,·st f'l"ll E111·opt• .1cc111:nl ~; I 01· t\ll. 11. nt t ht t "'.ii .tmlltllll . 
of "'hi ch EEt'. mt·mlwr nH111t rit·s '" nt 1·ih11t•' ·)•"?. .ind EFT:\ '"'llltl ri• s .'t,,·. ,:, rm.111\· 
is tlw I.11·r.•·St invt'stor 1.'.ith bl of tlw ;i11tho1·i::td pr"-i•·cts. lnll.n ... d h,· 
SIOt·den. tlw i·s:\. :\list 1·i.i .111d tht· n.:: (:\1111t·X T.1hlt·· :-n. 

:\cconlinf, to tilt' Roma11i.111 !lt·\·,·lnpmt·nt Af,t'll<"\-. ·1i1. ,,f tl1t Int.ii n11111lit·r 
ct fort•if,11 i11\·,·sfmt·11t pn1j,•cts •ith t>Hl. ol th• tnl.il c.1pit.di.·:stin11 h.i,.• 
pal"l 11t·r:. f n1m "''·st cn1 E11ropt·. lll t lws•· n·nt 111·t·s. 1,lli. nf t ht· p.1rt 11t rs .1rt I r•>m 
tlw EE1: .. i11st 11ncl•·r /' f1·om th•· EFT:\ .1ml th•· r··m.1ini11r. llli lr"m ,11h.·r 
count ri(·s of \Ot>Slf·rn E11ropt·. In t.·rms of c.1pi1 •• I i::.11 ion. EEl'. co11111 ri1·s .1ccn1mt 
for ·1\7. and EFT:\ cm111tri.·s for 'Ii'. ot th•· inn·stm1·nts in Romania. Tl1 "''if.hi 
of clt•\'t·lopi11p, co1mrri1·s as joint ,·,·11t11r•· p.1rt1wrs is r•·l.1li\·1·J\· hir.h. 
p.1nic11l.1rh· in l1·rms of rn11nh1·rs (mn1·,. rh.111 .'·1/.). Th,·ir sh.tr• in llll.d 
capirali;:;stion is sm.dlt·r (1117.) h11t still hir.h i.;111·11 c11mp.1rHI lo oth•r 1'.EF 
co1111rrit·s. I'S inn·slors .1rt· p.irtrlt'rs in fi/. of tilt' joint ,.,.11111rt·!; .,,ith '",if 
till' totill c.1pitali;:;irio11_ 

In tht· former Sovir.I Union. IO•·s! t-:11ropt·.1n p.1rt111r~; in .ioi11t \·111!11rt·s 
s11n·t·v1·d hv ECE .1cco1111t for 1,01. of t h1· I or .ii 1111mli1 r •i I h .1 sh.ir• i 11 
capir.11 iz;it io11 of '1'17.. ~:r:1: <'<Hllll ri1·s ( \117.) .irt· mor1· st ro11r.I\· rq>r•·s..r1t1·d th.111 
t-:FTA co1111t ri1·:; whos1· sh.1r1· is) \l. E11t1·rprist·s from tlw I"S:\ p.1rt icip.111· i11 l.'/. 
of tl11· joint v1·11t11r1·s. whil1· .l.q1;1111·s1· i11\·1·!;lors pl.1\· .t m.1q·,i11.1I rol1· i.;ith .t 



I.ti' ,.;h.irt in r!J,· r,,t.d 1mmbt1· ,,t pr·oj<·cts ;;ith ftll'<ir,n conti·ibutinn. Tht· 
sh:;i·ts in tht· tot.;! c:ipit.1li::;;tion clost•!'I.· cotTt"Spond to th< distribution b'I.· 
numb<r·s. Foi· nti.: jt1i11t \"t'tltu1·,•s •"SLiblislh'·d d11~·inf, !<lllil. tlw EFT . .\ shar•• shr;;nk 
fn,m .'hi :o I~'; in tc·nr.s ot l~t:mbt•rs i.:hilt· ntterpriSFS Lorn thF rs bt'-C<im.~ more· 
;ict j\·t :ind t>:p:indo•d tlh"it· p1·eso1c< ti·om ltl!'. to !1/ of tht• tot;;l numbt•t-. It is 
.1Is,, ;:01-~h rwtinr. ~11.n cnmp.111it•s tt·om otht•r t~EE countric·s incrc-.1s.·d thtir 
t'llf,·if,tmtnt .ind ;1ccountHi tor :1lmost 4.1 of the· tol.11 number of _Joint \'t'ntur<s 
concl11dt(i in !'l<l!l_ This picture· ch.tllf,<"S m;;rkHfh· i.:hf-n th.~ total capitali::ation 
is t:1k.n ,;s \-,,nistick. Tht EEt: shart• droprcd tro:n 1/i to .'87 ...-hiic· thc- EFT:\ 
sh;tr< .dmost dc·:b!,:! <l11rinr. !<l'l!l frorr. und.-.i· 187 to HZ f-XC<:·edinr. thc- i.:c-ir.ht 
ot tht EEC. \ S<' Ctl!ltl'.il"\' to ~ht· trend in numbt•t·s. the shar,• of otht-r CEE 
cotmtrits in :ht ·. ·· ol c:1rir .. Ii::<ition droppt:d from Ill/ to 6Z. Hoi.:t:·\·.c-r. it has 
tn bt 1·.-c;d :,d r'· .:t:t '.' rltt· loi.: lc\·t:·l of fon:·i&n in\·c·stmn1t a ftc.i.; lai·r,t."­
scdt pi·oi• ·ts c.;·· .. ;\·.- ;; \·c-n: sir,nific"int impact on th<: o\·t:·rall t."\"idt·ncc- <ind 
c.;n t·:,sih: ,·h;-;y~ . .- t·.ncts (.-\rmc~ T;;bl.- llli. 

Foreign investment pro1ects in Poland 
Origin of foreign partner, 1 Jan 1991 

Source: ECE data ba&e 
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In t1rrw; of ;st;1hlisl11cl joint \"iflflll"IS ...-irh fo,·1·ir,n pilrticipation. llH· 
fi\'t mo~;r imporr;rnl it1\'1·slo1· co1111tri1s. C1-rm;inv. l"S:\. Finlanci. lt;ilv and 
.-\11s11·i.i. ;iccrnmt for ;i cnmhin1·cl sh;1r1 of 11//.. Th£· rankinr, ch;inp,Ps slight Iv 
i.:l11·t1 for« i.r.11 i'ilpit.il C'O!ll rib11t ion i.<; C'Ot1Sid1·1·rd: rs ;md Finnish firms arr !IH 
mos r i rn po rr ;111 ! c 01 m r r i t · s of n r i .r. i n i.: i t h ;1 s h;1 n of ;i ppr ox i mat r· I v I I 7- 1 ·a dt. 
f o I I oi.:1 d h\· L1 rrn.111•:. Ir ;ii\' ,111d .-\11~; 1 r i .i. 
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Foreign investment projects, USSR 
Origin of foreign partner, 1 Jan 1991 

Japan 
33 

cou;itries 
154 

Multi-party 
121 

Source: ECE data baa• 

EFTA 
468 

32~ 

.~--------------------------------------___] 

C. Distribution of Joint Ventures by Sector and Industry 

Tht· ECE d;it;1 bas• p1·0\·idf's i11f111·matio11 on sd·toral and s11b-:. .. c!1l1·,,1 
distribution of FDl fo1· tlw form.--1· Scl'l:if·t t:nio11. thu:P,.ll·\· and rh .. 1:SFR. F1 >1· 

joint \"f•t1t11n·s opf·1·;it ion;il at thf' hf'f,inninr, of lrl'#J. ma1111filct111·i:if, is rh< mos! 
impon.int st·cror in all rhn·•· count r·i··s in tt·r·ms of c;1pit.il iz.il ion ;1cc•.11111t i11r, 
for 611. i11 tlw CSFR. 61"° in tlw formt·r l'SSR. and c,9z in H11np,an·. Th; sf·Ctor's 
...-f·ip,ht hv 1111mlwrs is l.:·ss pr·onmmc•·cl: Pl.. c,o;. .111d r,n;._ !11 othtT St·ctn1·s. 
partic11larh: i11 h11sirwss s.-·rvicc·s such as manap,e·me·nt of re·al f's:at(·. rc-11ral 
and J,·;1sinp, of machim·rv. and comp111t·r-1·( l.1tt·d st•r\·in·s. i11\"tstmt·11!s !t·nd In 

h£' smalJM· p.-·r ve·nt11r£' ;ind, th.-·r.-·fon·. thr-ir sip,nific.111c1· nlati\·1·!\· hir,lwr 
...-hf·n mh1s111···d in rmmb.--1·s. T1·adf' op1·1·at ion<;, i11cl11cli11r, for···ir,n r r;;d1>. .1cco1111r 
for }Oi! and}}% of thf' total n11mlwr of fon·ir,n inw·stm•·nt proje·cts in CSFR ;l!ld 
H11np,ilrv. rt'sp•·ctivcly. Tilt' comhi11t·d shart· of b11si11t·ss !>f·n·ic.·s .rnd tr.id•· 
opf·riit ions in tot ill n11mlwrs of v1·nt11n·s ...-ith forc·ip,11cont1·ih11t ion \"(';1ch< s r,)"/. 

in lhmy,arv and the· CSFR ;111d }t,;i: in th!' Sovi1·t t:nion. lt .,.-.is ;ilso 1·qHlrt1d th.it 
almost <J9Z of tlw joint v.-·ntun·s amt .,.hollv fon·ign-o.,.rn·d suhsidi;11·i•·s in 
Romilniil irnlicat1· trad1· ;1s cH1•· of tlu· pl"i11cipl< I iru·s of thc·ir act i\·it i• s. In 
t he· f o rmP r Sov i f'I trn i on, i nv•· .st :n<· n t i 11 t n1d•· act i vi t i 1' !; ha \·c r( m.1 i rn d 
insip,ni f ican! ( ~Z in t 1·rms of 1111mh(·rs) 1111t i I 1·< <'l'llt Iv ht·c;111sl' of co11si1!.Lild ,. 

r<'strictions imposf'ci on such Vf'nt11r1·s. 

Thf' ollwr sC'ctors of the' c'conomv ,1ttr;ic! r<'l<itiv<·lv f1·...- i11v1·'.;tm<·11t!;. 
Const rue! ion on aVC'l"ilf,I' r1cco1111ts for· aho11t 'ii! in tlw rhr1 ... c01mt ri1·s .-. \'i!'v.:td. 
Transport iincl comm11nicat ions at t ril:·t 1i! nf tlw joint v<·ntur«·s in tlw form1·r 
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l·ssh: . .r1d .• !,.wt 1.: .... ·!! .1 ;j,,n1 ... r: .;nd tit• 1:SFR. Fill ir1 .;r.r·ic11ltu1-•.• ml 

fur.str\·_ iisltirtf .. ind 111i11i1,~·. ii.,\·• r•m:;in.d insiptilic.rnt Th•· hir.h•·st slt .. r• 

in ··!·.ri«1ilt111·, :s r •. ;.-!1.d in t!1< t"SFR ...-itlt ;_' ,,f tit. ;.iint .nt.-q,ris.s (;;nd 

.. , in r, nns llf t.11-, ir.11 ,-.q>ir;d ,,. ,it joint \"tttt111·•·s in ·1t 1:SFR ;;1·, in 

111i11it1.> .. "'hi I, in tit. S:>\·i, t l'ni•>rt .im! in ll:111y .. .i-\· tit• i1· 1111mh. 1· :s ri.·r,l ir,ihlt -

11.11,Is .• nd r.st.i!tr.;r1t h11si11.ss is .ill imp<•'."l<illl s.,_·t•ll· f,ir FD! ortl\· i11 th•· 
l•>1111t1· ""\·i,1 t·nioll (IH1th tt11m.1·ic .. !h· :11<! <'·il'it.;1-...-is• ,.-it!i .dJ<lltl // .;11d HI 

r.sp• i\·, h·1. 111 liimr .. ;n·_ d111·iny_ 1'1'111 .• ml tht b.rir111in~·. "i l<i<il. <i shift in 

11111111J• r·s •>cn11·r,d t n1111 111 .. 1111f.il't11rin!-. .;11<! "' 11st n1,·t i11n ''' t i-.;d,- <i!t-'. busitt• ss 

s.r-\ic.s. lln...-.\-,1-. in t.i-!ns "! "''pit.tli::.iti<111_ th•· <"<)ttt'•lll!"<ition in 

111 •• t1tl!.;,·t111·i11y. i..·.;s t!J!nrc.d. Ir: tilt ftll"lll•l" Sll\"itt r11i,1t:_ ,; Cllmp.lt"isnn of tit. 

j<iir1t \"•1J!11r.s tSLiblislt.d btiu1·, !<1•111 .i11d durir1r. i'l'llt -~ltoi..-s ;; shift tn 

111.;n1it.,,·111ri11.,-,"'lt'1s, slt;,1·, i11 tilt 1.i1 .. I 1n1111li.1· i11c1·,·.is•·d fr·,,m,,S/ ''' i\/. i..·1tiJ, 

rlt, -.;ft.;r·, in t"r··ir.11 c.;pir .• ! ""1111·ih11tin:t !--r.i..: fn,rn 1•1_11 to 1,-1/_ 

.,.I 
1 .It s11n·. \. tor· t llt Czech and Slovak Feder-al Rcpuhl ic 1·, \·, .. Is 

th. • ll!-_ir1 •• r!nr. irnhrst n· ,,,.; th. lll<>st sir.11it ic.i!tt m.;n11t;;ctnrinr. s1d1-stclo1·. Tit. 

,·nmliin«l \·:•i.>,ht •>I tl1t .11.>,it1•tl-i11!·. i11d11:·tr\· i11cl:rdi11r, ll••n-tltCl1·ic .• I 

tll!.iTittri11,,.. i11d11str'- o!ti,·, t1piipm.11t .i!d c"mptllt·rs. t·ltctri,·;;I tquipm.111. 

,.",um1111ic . .tin11 tq11ipmtt1!. pr.cisi•>L instrr1111t·11!s .111<l t1·.;11s1'<n·t ••111ipmt·nt is Jll/ 

ill I• nns •it 11tlinh, rs. 1/, i11 !1 nns ol l<lt.d c:.pit.il i::;il ion ;;11d h!I i11 lt·t·ms of 

tl1t flll"lif.I! C<.lllptllltll! t>f !ht \.t1·in:1,.; •ll~',illttri11r. h1·;,11Cltt·S. ll•lll-tlt·Clt"i•··d 

11 ••• d1ill• 1·\· is tltt most impnrt..111 ollt. It ;,.-,·rn111ts !01· .''If. of lltt companit·S ;;11cl 

,·,,1•i t ,, ] i .: . .ti, •It .•• rd ! "r ,,\., r .,., _. 11! t l1t int I .iv.· ,if t •lrt i 1 11 ca pit.; I. 'I_ 1/ ,if t ht 

i•' i lit ._.,lit 1:rt s ''I'' r:.t, Ill ,·it, mi c .• I~ .. ri1bb. r .;1Hl pl .;st i .-._. ;;ccm111t i llf, f 01· .'it 

,If 1lt. st . .t11t":·\· L•!•it .. I 111 rn .. r11it .. ,·1nrill!, .. rnl .'.'1 "t tltt to1·tif.ll c.;pit .• I 

<"•'II•; .. •ll•'•' <i!ltt1· sir.r1ili•·,.r1t s,,.,,,1·,.; .• 1-t f"od .. 11d lt:.:ti], p1·ocl11cts ;;11cl i..·"od 

.tlld \<•l·Hlt II 1·1·lldt1ct ,.; I :\!lilt:·: 

,·j,, rr· i ,· .. 1 "i ! i ,-. • 'Ill i rm· lll 

T .. hi, ',I 

.. rid c.11111111111 i '"'I i •>II ''l"i pm< 11! . 

.1rt t llll!ld i II 

Tl1• ,.., _-1 .• r .. I lir ... 1-:d. i..·11 .. 1 "!"' 1· . .r i.,11 .. ] jiii11t \·, 111111·, s ]t1oks simi J.,r !"1· 

llunr,ar-y Tht <'•ll!lhirttd '>h .. r· of tilt tll~,i11 .. 1·i11r. i11d11sl1\· j11,·l11di11r 11",illSJ'llrl 

"l'1i1•m<111 ,,,·,.,1n:ts l••r »l .,f 1!1. •!tl•q'ri:;ts. \1/ ot t.,1,,J c.q1it .. Ii.· .. 1in11.a11d 

', • ·if r .. .-. i:.11 ,·11111:-ilH1t1i>r1. \•>11-• ], .-1 ric .• 1 1:0. .. ·hi111 r\· is tl1t most impor:.1111 

1> ... 11.·h v.ith 11 ,If 1!1 • ._·,r1t111·. 111 t1n11s "' 1111111l1trs i..·hiJ, Tiu sh .. rt i11 

•·•f·it .• I .. 1i .. 11 i·.; m11.·l1 l·••:tr i11. Ll .. ·tri,·.il tllf.it1t•ri11r .. ill cn111r .. s1 . 

. .t 11 ... ·t ~- .. 1 t It. '' 11t 11r. ,; bttl .,,·,·1111111 ·; f .. r ].,/ ol I ft, c.1pi t.11 i .: . .t inn. Th• 
,;, ,·.,rid ! . .i·.1.• .._, ).!"<>tq• <1f t 111 < rpri ,,, s i •; f <'1111<1 i 11 t°lll!Slllllt r )',011ci:; (food. ! t :~Ii It. 

\·.·.1ri11! "l'l"•I'• .al!cl l1 . .tlt1r ir1d11,,11·j,,,1. l't:' "t ll1t joi111 ,.t·11t11r•s .• r. i11 

1 !1, .• h1 .. r1t l1t .· .. I ti.\. ,,,.,·.,1111! t "r I" .,f I l1t sl .at 111 or\· c.qii t .i I .• 11d I HI .,f t 111 
l••r• i!.11 ····l'ii .• I \],;,, .-l1.111i•-.1l· .. r11hli.1· .. 11d 1.J . .-.;t ;,.,; irnli1stri. s •• r, i111p.,r1 .. 111 

lH.d11·ht v.itl1 I~, ,if tl11 1 l\tt r111 i.·;, ·, .1t1d }1)/ i11 tot.al ,.rid fort ir,n :;f,.t11ror\ 

«•1·i1 .. I 111!1, 1 hr .. 11<11. ,.1,,., ,, r. I.at j,·, ]\· 111 •• q,i11 .. I r"I' in 1·n1 f l"i..·s '" 

111111.1 .. ot·•: ·,:i 1l1i11 rn .. 111il .,,·1 •11·i :1.1.- I It• l.<1').• ::t • 111 t rpri :.1 s .,r, f rn111d i 11 l'·•P• r .o1ul 

, ... ,,, r l'r"rl11·· t r .. 11::l'"r1 , •111 i 1•1111 111 .,11d , ] , "' r· i ,-,, I , •111 i I'"'' 111 1 :\:i11• :·. T.ol>i, ,, ,, 

·" 1d 

'" "I 

I 111 

r Ii. 

\J·.11 ir1 1h1 !"1·111.r Snvi(•I llninn 111< . .lu1\·, 1'·"'•:11 r.,11;-.hi\ h"lcl:-,. 

111.1111tl.1<·111ri111. j"i1tt ,·,1tt11,.1·: i..irl1 \/; "f tot.ii ,-,,pir .. 11::.iti.,11 .• 11cl 

l"r' ir.11 ,·.qiit;,J .or1 ·"·1i-.1 in th1 '"ri"11s 111r.i1u11·ir11. lir;11wl11 ... 

~ ! , ,· 

Tl11 

111•1·.1 imp.,rr .. 111 lir.irwht : . .or1 11"11-1 1. ,., rj,·,.I rn.1<·hi111 r\· .111cl ,if I j,·, • •111ipm1111 •:irl1 

11' , .1..!1 .. t 1 h • 1111 r1•ri :.1 :; .ind , I, .-11·i "·'I • •111i p1111111 i..·i 1 h "111 v )I nf t 111 

,·, 11111r1 •; li111 ]()/ nf tl11 Int.ii ,·,,1ii1.il i.:.11 i"11 i11 m.1111if.1<'l11rir1r . .11:d I I/ .,f tl11 

t .. r, ii-.11 ,·.q·il .. I 1Hl1.1· i11111"n . .r11 ·:11h-::.cr,,r·; .. r • .-l11mic .. I::. riilih•r .111d 

pl .1·.1 i , .. ; . ('()!::;11111< r )."""'.· ( f '""l. l 1 ··,Ii I ( : . .il!d ..... , .ir·i nr. "l'l'"r' I: . .illcl I 1 .ii ft, r I ,,:; 

•:ill .... v.·.,"'l. l'"l"r .011d 1'1dili:.lai11i-.. Tl11 l.1rr,1::1 111t•r11r1•;, v.·ith for,ir.11 
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irn:olvcn:ent can b,, found in cokt ind P•'t1·olntm prc'dttL·t,.;_ '1.-L·tr·icil m;;chin,1"; 
and basic met al s .and me· t .:ii product s i ndus t r· i, s ( :\nn.-:-: T.1b1,-. s 1 l ;;mi !.') . 

D. Geographical Location of Joint Ventures 

The ECE sttr\·ey of operat tonal joint vc·nturc·s pro\·icfrs some into1·m•il ion 
on the location of projects. The m<iin cha1·act•··i-istic· is th< m.:.i!"k,-d 
concentration of Joint \·entures in the canitals of the t<iSt Em·opt:.1n 
countries. In total. J':iZ of the \·entures in the C;::,-.ch and Slo\·ak Fc·dd·;;l 
Republican. located in the capitais of the t"'o 1·epublics. }61 in Praf,ue and 
29% in Bratislava. They account fort,}'/., and 3/l of the tot.11 capitali:::ation 
and for 66% and 18.)% of the forEif,n capital contribution. Of till' ton-if,n 
joint \·entures in Hungarv. 70'l. both in tc·rms ot numb.Ts .:md capiL.ili:::ation. 
are located in Budapest. In Poland. the concfl:·ration of joint \·entttrES in 
lNarsaw is. with 32%. less pronounced. These· p1·ojects account for .''l1 of the 
total capitalization and 107 of the foreign capital contribution. 

The geographical distribution of joint \·e·ntur•"S in tlK f ,1rmc 1· So\·ic·t 
Union gives a similar p:cture. 48% of all projects registered bv l Januarv 
1991 were located in ~cs cow. this share increases to o\·c-r )ll/I: "'h,-.n \·entur·· s 
in the \"icinity of Mosco"" are included. St.P2te:rsburg and the· surrounding 
region is. with 9.)% of all \·entures in the former So\·i,_.t Cnion. tlw second 
area that a;_tracts :nany foreign investors. A~togc-ther. the Russi;;n 
Federation1 accountLd for 15% of the total number of joint ventures "'ith /qz 
of the total capitalization. Of the other rc-publ ics. th£> Ckraim ( //,). Est on Li 
(')%). Ceorgia (3%). Latvia (2%). Bvelorussia ()Z). Czbekistan (on·r 17,) and 
Moldo..-a (11.) attracted appreciable· shares of the total numbe:r of joint 
ventures in the former Soviet Union (Annex Table 13). 

The conspicuous u•gional concc·ntration of joint \"C·ntures in the· capit;sls 
suggests th;;t the relatively bett£>r infrastructure and the proximitv to the 
administrative centre of the countrv are important consideriitions for foreign 
in\·estors. For consumer goods industries. the· p1·oximitv to ttw rc-le\·ant 
markets mav also be crucial for the· loc;;tional de·cision. 

F.. Swmary 

Summing up the quantitativ£> surw·v on FOi flo"'s to CF.E countrie·s. the· 

follol..'ing findings can be pinpoint£>d: 

(l) A steady ami r:--cent.lv iiCCf·lc·r;itinf. incrf'asc· of FOI projects in 
t£>rms of numb£>rs has bf·Pn accompanic·d by a dc·cl in• d th•· avc·r;1.r,c· 
statutory capital of these 11nde·rtakinp,s in p,em·ral. and a df'cl inc· 
of th.~ av£>r:ip,f' fon·ign contribution to the· statutorv c;ipital in 
particular in most of th•· countrie·s 11ndc·r nvicw. :'1ost projects 
an· thus ··f'lativ£> small. ~orc·ovc·r. 1."hollv forfip,n-mmccl 
entf'rprisrs t£>nd to show a clf'arlv lower c~pitalizat ion than th1· 
avc-rap,r of all joint vf'nturc·s wit:1 a forc·i.r,n contribution. 

(l) As rf'p,ards thf' origin ot FOi flolois to C:EE co1mtric·s. ·..;,_;;t Europc·.in 
inv£>stors bnth from the· Ef'.(. and EFT:\ arc·,15 t;1kf· thf !1.1el 1."ith 

1 Russian Sovi<'t Ff'cfrratiw· Snci;dist Rc·p11blic <RSFSR). in ttw tf·Xt 

rrfrrrrrl to .is Russian Ff'df'rat ion. 



l ! 

Ii.: .... " 11 .,_.,I I .i\·, r I;,, I I .• ml Sll: "I .• I I i !I\'• st 111<11t i 1111 ,11o.·s. bnt h i 11 

:.nu,: •>I p1·.i!,,·1 11nmh,1·,; .it1d "t th, t<>t.il \',dttt .~1 th, l<ll'tif,ll 
sh .• r •. Tl1t l'S.\ is r·<prtstll!td it! .iJ'•)•111d //Pl .di joint \'tlltttr,s . 
...-ti, r •. ;s .l.;p.i11. , :-:,·,pt i 11 flt111.;·,.;r,·. is \·in u.; l l \' .il>S< nt t 1·,1111 th< Ii st 

ell i 11\'t st <11·s. 

l l) I 11 t, rms Pl ,·,q1i Lili .·.di .111. m.;1111!.;ct 111' i 11~-. h.is '!II< l"f.t·d .;s th<· s i llf,l < 

mnst imp•)rt.int stc!<>r· ,,f f,n·,[~-,11 i11\·,stm<11t ... -.-ou11ti11r, fnr IJt-tv:,,11 

1'l-11J/. n~ tla t•>t.d in th,- funu,1· So\·i•t l'11io11. thmr.:il·\· ;;11d th<· 

l~~F!{. E11~-,illttl'illf, .ippt.il'S Ill h.i\.'t· .i!tl'.ic!t·d tht bi,t.f,t'St sh:il't 

:1llldllf, tht \·,il·i,>11s m:11111f.1ctut·i11r. suh-st.l'!o1·s. 

\ -. l Fl' I i ti Cllllll! 1· it S I Ill t i 1 sho;,;s l'OllS j lh J',; iJ \ ,· 
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111. I.EGISI..ATION PERTAINING TO FDI IN CENTRAL AND 1-:Asn:RN 1-:UROPEAN COUNTRll-:S 

A. General Aspects 

·..:hilt· businf·Ss nntlfff·S bi.- t 1·a!lsnat ion.1! c·orp<•Lil j,1ns 1T\1·s1 in 1:EE 
c·.)tlllt rit'S ha\·t' onl\· n·c£nt !\· assuirt·d si::t'ahlt· ;uuut1!l! s. FPi irit l•n-:s inLi t!H St 

countrits had aln:·adi.- b(·f·n 1·f·corcfr.·I bffot·f· tht· pol it iced .• ml tcnnrimic r..tcinns 
of rc·cf·nt \Tars. l.al.'s a!!01.:inf, fo1·,;p. in\·,,stm<nts in thtst C<H1ntrits h;in· 
a ratht·r Ion~-, histo1·\· dat inr, back t·.f,. to lll!.' in llunr,•il·\· ;;nd Rom<illi.t. l'l/f, 
in Poland and lll80 in Bul~;;1·i.i. llov.«n·-r. thtst !aY:s f,•11• 1-.d[\· f,Lill!td !01-. ir,r1 
f·nterp1·ises markc·t .iccess onh· th1«1u~-,h joi!lt \"t·ntuns v:ith a st.ii• tr;;dinr. 
oq;ani:::ation or a dom•stic .ntcrprist.'. and in most c;ists ~h·\· conlimd !lit 
fo1c·1f,n firm to minorit\· ov:nf·1·ship and st! limits nil profit t«mi!LitJC•S. 
TYpic;dh·. and as a rf·sult of such 1·r·st1·ictions. fn1-.i,>,ll tllttq•1·ists us,d 
joi!lt \·f·nturr·s as tradinr, op•1·ations Li!hf·r than fo1· fnll·sc.ilt m;;rmL;cturinr. 
acti\·iti12s. ',..'ith limited in\'fstm(nt opporttmitit:s. th• numb.r ,if joint 
\'fnttfffS and the ;;mounts of capit;tl inn·st<d 1·.m;1i1H·d insir,r1ifil·<tnt 

In th(· v.·;ik(' of tht politic.ti and fconumic tr;rnsiti"n in t!J, 1TE 
countrif·s. th£· role· of FOi has btt·ll rc·consicitnd . .-\II crnllltrils r•\·i,v.-.d in 
dc ta i I ha\·c· op£·nfd ur ;;ml h;;\ f· tr i l d t () tTt ;i! t mot•( ;it! J';iC t i \°l «nnd it i •J!JS t <ll' 
FDI in tl1t·ir fconomi.-·s. B1tlha1·i;;. the (.z(ch ;rnd Sl11\-.1k F1dtr.il R,p11b!i.-. 
Poland. Hunf,.11"\. ;ind Rom;i!1iii ha\·r sip1ificantJ\· <irnfndtd th• ir t:·:ist in.~, lii\·:s ;iJ1d 
n-r,ul<il ions ell' promul~'/ltl·cl n.v.· ltf,isl ·;t io!l. Thl form• 1· So\·i• t l'ni"n h.-.d .ils" 
launchfd rcfcl!'ms of the joint nntlllt lav.·s. b11t thl bn;,k 11p intn t!tt m•il1': 
indtpu1dr!lt st;ilrs of tht· CIS h;;s c.-f·.tttd 111ictrt<iintits conetrr1inr. tl1t 
lcr,isl;it ion in thf n••: st;;tcs. l.;;;:s on Fill nm: ;;r( \'• n· I iiH r.il i11 ;i\ I 1TF 
cou11tri£s. :\lthouf,h lav:s and l"tf,lllat ions in th< cotmtrits co11et rn.d di ff"· in 
\·;;1·ious aspcc·ts. th.re ;;re ;i m1mb,r of common rllm<nis .iiminr. ! .• rr.·h· ;.t 
scpa1-atin!; public administr;ilion fnlm actual lconomic m<illiif,<n1tllt Scn111inr 
procc·<lun s l1;i\'t bt £ n s imp! it it d and t ht scope ;md • l i r i bi I it\. I "r p.; rt n• 1·sl1 i !"S 

f:-:pancltcl. The autonorn\·of <ntrrprists i11;;ppointi11r,topm;.n.;r,•nHnt .i!1ds•tti11r, 
11:ar,cs and prices h,;s b<Cn funh,1- incnased. Principlls ,·,i11etrnill,'', tht 
re pat r i at i 011 of profits. f on i f,ll ma jor it i; sh;1 rt ho Id i 11r.s. t ht n;i! i "11.il it,. <>i 
dirccto1·s. <111Ci ta:-:ati<m h;i\·t hllll subst;;11tiall'-· mndif!td .111d.; n11mli1r »f 

impoi-t;;nt ltr,al r,11;;ranltts iif,ai11!;t l:·:propri;.tions ;;nd cli,·,stm•11t h,,,., httll 

pro\·i cit d to f on i ~;11 firm!;. 

P,t\oY.". thr m<>s! import;111! ft<d11rts of th• ClllT•lll fr11·,i1-,r1 i11u:.tr1lllll 
le1,islat io11 in the \·arinus crnmt rit :; ;;r( s11mrn;1ri::ld. 1··11· .; J"ii• Iil i .. J ill'.< ::lfll 

the follov.·ir1f, l1r,al ;isptc!~; ;1rr· most rele\·;;nl 

th• ;1ppr<>\·a] •if tht Fill .ipplic.1ti"11: 
t ;1:-;;1 t ion ;1ml f i sc;; l inn 11! i \'t s: 

- oY.'!H rshi p '{IH st i 011'.; •illcl ri )',ht'.; of • ';t ,,},Ji ::ltm• 11t : 
rep;1tri;;tici11 of pr"fits ;ind tin tr;1n:;f(r of <"•J•it.1 1 

.. rid 

i 11\'t·Sl m< Ill )}lil l'i1llt t t S. 

IL The Czech and Slovak 1-'cdcral Republic 

·,:itli tlH l!lfor<'(f!Hll! of tlH r:o1111ntrci.1l 1:r1ch on l l.i1111<1r·: J'l'I.' ('Ill i11 tl1c 
Cz1ch ;111d Slri\';ik Fc·ckr;i] kc·p•ilil ic \..'r1~; p11t 011 ;1.1 e Iii i rc l \. ncv.· ;111d pr"1·.rc :;'..i\·• I\' 
libc1«1li1.ed b;1'.;i:;. For the fir::! timc th1 C:on111<rci<1l l'."d' h;i:. •'.;t .. hli'.;lnd .i 

romprdHn'.;i\'e svste·m of lq',;il norm:;. tlwnh,·. ln.!.er ;ili;i. cr1<1ti11r. (r111;tl 
co11di1ior1:-: for 1ntrcprcne11ri;tl <1ctiviti1'.; of both 11.1ti1n1.1l .. 11<1 for<ir,11 



'., 
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,111 it i,,..:_ ·.-:ir!i 1·,y_.in! 111 Fil! th• ,-,,<f, 1,·i,·l: 1·, p •.• !.d .. 1-:It,,[, ,,, ri.,..: ,.t 1. 1 ..• l 

l'tf,lll.ili<llls r•1il .• c,d tit, "l..;i.: ,,11 Enttqiris,,..: ·.:ith Fn1·,ir-,n 1'1·,1p,rt,· 

!'.il'ticip.i!i•111" ,,t .l.i11tt.i1·,· !'IK<I i11,·!11di111', t;:" .imt11dm,11t'.; m.;d, Ill it in l<l'lil. 

lfrf,lll.i! it111s ··"11•·, ntinr". tit, .;cqttisit i•111 •ii pub! ic till• q1rists h,· !or. ip1< rs ,;1·.­

pr"\·id,d in th, .;,·t "11 "'1ndit ions .ind'' nns 1-,,1,·, r11i11r. th. t!'.illSf• 1· ,tf st.ii< -

u"·1lld 111·,1p, r·t,· 1,1 <1th, r !'' rsons (!..;r·r.• -s,·.i\, l'ri\·.;t i:::1t ion _\,·t) p1·omttlf.'il'd 

1 11 I <l '11 . 

·..:hilt !ht :\pril j'l'ltl :Hllt'!Hlll!tll! ti! th. !<lrtip1 itI\'tSt!lltllt J;, ... h:ill 

simpl it itd tltt prt\"itll!SI\' ('lllllhtTStllllt :ippl i,·;;t i<lll pl'<H'tdtll'l - l -~-.. b\· d1·oppi111-. 

th; r«p1inm.11t ~.11· ii f,·:1sil:ilitv stm;\', I)\· m.1kin1-, tltt '.·linistn· ot Fin;;nn the 

sol.- 1·.spDnsibJ, .;utlt.1rit\· !01· is:;uin.~-. .tppr"\·.ds .. rnd b\· d1111:t11dinr, th• 

Mini st n·'s ct111s•11t for :i \'tr,· I imittd rn1mli• r ,tf .;ct i;:it it·s 011!\· - 1mck1· tl:c 

Co1111n•t·ci.il t'.tHlt 11n;; till atttlwri:::1!it111 to d" IJ11sin.ss commtllt'<S 011 th, da\· nf 
1·•'f,istr.i!io11 Kith th.- 1'.ompa11\· Rq-,ist•.t'. ·,:!t.r .. ;s tll!trp1·iscs "·ith fonip1 

panicip.itillll "'rt ,;-:clrn!td t1·0~1 <ftf,nn .ind st·cu1·itv-r.J;it,d imlt1s!.-its 

bt·fo1-.. th.n is no s11ch r•··strictio1111mk1· the IH". ,·nck. 

l; 1\·, rrnn.-nt :ipp1·0\·:1 I must . !tu"'"\" r. Ji, l)bt .ii llt·d I 01· joi 11! \'(·lit 11r, s "·i' It 
st.ii; t!l!trprists. ,\ dtcisio11 must b, t.iktn ;;ithin ii() da\'s :ift,1· s11bmissin11 

of !ht .ipplic:ili<Ht. F111· joint \'tllit11·.s in th< lit Id <>f h:111kin1',. till .u1tho1·it\· 

of tht 1:::,ch :illd Sl<1\·.1k SLill p,;i11k ,·m1ti111l•S to bt nq11i1·,d. 

Th• •;.11·io11s l<r,al f<>rms :1 fo;·,ir,n <llf,·'i',<lll<ll! c.111 t.1kt •Xt•nt to both 
comrncr•:Lil compani• s .md <'•>-op1•Lil i\·; s i.:ith th, form<~- comp1·isinf, joint stock 

comp.111i<s. limir,J liahilit\' compani.s. 11rt!imit<d <r,•11<1·;;J) p:irtmrsi1ips .rnd 
limit(cl p;;l'tnfrships. Tht·rc an 110 r,s11-ict ions "'ith 1·,•spcct to tht sh;;1·cs 

a f,n·•if,ll comp.in\· <'.ill hold: th, "st .. blishrntll! ;>f "·holl\· for<i/~t1-o"'t1"d 

compan i (·S is .1 I 1 o"·' d. 

·,;it It t ft, i 11! r·od11ct 1 011 <>f t 1r,. 1·nn\·, 1·t i hi Ii t \' 011 cttlT<'!ll'\' .1ccottt1t s ii t the 

hq·,i1111i111-, of 1'1'11 .ill rt·stric!io11s "!l 1·q1:itri:ili"11 of profi,:.; or c.qiit;;J ..-.n­
n·mo\·1·cl. Rq1;;t riat ion of c;ipitill ~>1i11s is :ilso p< 1-mi1 !<cl. 

Th· r,o\"t rllllll lit pro\·iclt :; ,., rt.! ill t .i:-: p1·i \'i j, f,' s t (l cornp.ini ls i,;i t It for·· i /',11 

part i c i p;1t i •>ti. Compani 1 s wit It mor, t h.111 lll/ ' :r, i r,i: p:irt i c i p;1t i 011 :11·1 ,] if,i bl 1· 
for· .1 ti.:o-\·1.11· t.i~: holicL1\' "'hich rn.1\· In :-:t.-ncl,r! for comp.ini('s .1cti\· .. in 

c1·rt:ii11 field:; consi.l,1·"d as str.it .. r.ic.111'-· i111port.i11t. 1:ompa11il':.; ;1r. 11sttallv 

not .1llo;:1d ;o p:t\' cli\'icknds dttrinr, this!.;:-: holicl:;•; t"riocl . .foint \'(t1t11r's 

i.:ith 111or1· than lil/ fon·it',I• cont rih11t ion .il:;o q11:1l if\· for il<'<'(·l-:·r.it!·cl rates of 

cl1·pr .. ci.11 ion for !:1:.; p11r·pos .. s. 

Sinc·1 tit .. r1ct·1tt ['(·forms . .1n\· lq',.1l tlliitv incl11di11g joint \'t11!11rt·:;..,ith 

for1 i1·,11 p.11·1 icip;it ion .!!lei i.:ltol lv fot'< i~·.11-Clldlld c'cimp.lllit :; c;111, in pri11cipl1-, 
;1cq1tir·1· J.111d. llow«v<'r. for1·ig1· i1tclivitlt1.1l:; .ir-. 11:;11;1!!\' 1:-:cl1Hicd to btr\' Llllcl 

:i!!d conf in, to h11sirH·:::-; lt:1s1·. It i:; 1111c< rt.ii11 ;;h, ! 1111· till' t r.1n:;f, 1· of l.l!lcl 

11sc· rir,ht:; for :;t;i!t I.ind p11t to th1· p1·rm<1tllt1t 11:;" of 1·11titics oth1r th,111 

:;t.it• oq-,.111i:'.:it iow; i:; .1ppl ic.ilil• t" f.,r, ir,n h11:;irH :;:.; ('<i111p;i11i• s. 

In <'ordormitv with th« !'l'llJ Fill L1w th.- 1:ommcric;il 1:odC' g11;1r;111!t't~;. 

"f , :-:pr"pri;it ion, r1cClmpc 11:;1 ""r1'< :;po11di11r, to t lit· ;1ct11;1! v;i111" of 

i ti 
th .. 

F"rc ir,n .. r:; .ir" 110! ptrmitt1d to p.11·tic·ip.1t( i11 priv:itiz;1tio11 of :;m;ill 

• nt i I , , '.; 111<>'.;t I\' <'<>lllpr i '.; i 11)', '.d!ld 11 ·:l1<>p'.:. 1-. '.;t .111r.111t •;. lint, I:; • t , .. i 1t t 111 f i r'.-:t 

ro1111d of .itt<"t ion or rwr,ot i.it ion. For th1 ti.:o v1«1J''.; fol lowi11r, tlu illl<'I io11 tl11· 



.' (l 

,·11t c1·p1·i s< maY 011], be t r.;11st, ITt d t ,, l·.'., ,·h .i!td SI "\·.;k "i ~ ·t !I:-;. f!.,1 .. « \·, 1·. 

fo1·, i f.llt'rs a1·c ;;] l OWt'd to p;i rt i c i p;i!' ill t J1, p1· i \·.if i .· .. t i <'ll cd J.; ry.t - sc·;il t 
cntt'1-priscs 11ndP1· tlK "Lil"f,t' Pri\·;;ti.'..i!ici11 . .\ct". l<'\·,r11111t!I! -'l'l'l'<>\·.,I t1«1m 
t'tth·n· the 1·elt'\·a11t Ft'dc!·;d :·tinist n·. nr th, ,._'.,cl1 ,,r SJ,,\·.;k :-tillist ri, s '" 
\ation<il P1·opcl"l\":\dministLilic>n.ind Pri\·;•ti:'..i!i<>ll is!•• f,, ,iht.;illt<!d,l''!ldin( 
Oil Wlll'tlw1· tiH' t•11tcrp1·ist· is ft•<ftt·.d ell" l"tp11bJic-b.iStd .mJ ·,•lltr<>Jittl. 

C. Hungary 

Hunr,ar,· ·w-as the fi1·st cn1mt1·,- in ti .. !<lnnt r (:·IL·\ tu 1 ih, r.il i:·., its FDI 

rt'[,imt' in ]Q7.1 allowinf, f,in--ir,11 cuntrnl "' 11p ''' ·•"· ,,1 i''illt ,.t..lltts. 
Rcst1·ictions ,....,,-,,. howc\·t·t". Lir 1·r:1chin~-, ;iml .ict11.d i11\·,strnt11ts 1-.111.1i11td Jc> ..... 

Tht• Codt' of Economic :\ssoci;1ti<111s ;;ml .i llt\.' Fn1«ip1 l11\"tslm<11t .-\c·t \.'ti°< 
draftt'd in lq88 and c·ntc1·cd intn lorn ,111 .l.i1111;•1·,- !'11' 11 • Th, l<>rm,1· cc•clt 
allows indi,·idual citi::t>ns :o fo:·m llllsintss ,-,i;111rts ;:ith J,,« .. I "r !"1-.ir,11 
companies i11cl11ding in tht• fon:1 of limittd and 11llli1!lit,d li.thilit,· cnmp.mits. 
St~lr·ctcd p1·c\·isions of the cndr ..._.,.,., ;1mtmltd !J,· ;;11 .il·t th.ti ,-..in, i11t,1 fp1·c, 
on I .lam1ar,· ]QQJ. H1111r.a1·,-'s fo1·,ip1 i11\"tstmt11t ].;..._· nn..._· Ji,l,111y,s tn tht 111,1st 

I i be 1· al 01w s in Eu 1·opt· 

While tlw ]q88 Fo1-.•ir.11 lll\'<S!Httllt .\,·t 1-.q11i1·td ptnnis:;iull ,,f tht 
:-tinist 1·ics of T1·adc am! Fi11a1.c< fo1· ju int \'t 11t tlt"t s \.:it h t ,,r, i(,11 111.; jori t ,. 

ow1w1·ship. sim:<' .Jnm1ar,· Jl)q] 110 cn11s,11t of till l11111r.:1ri:ill r.""·.n1111<11t is 
n'qui1·r-d anv mo1·c. Tlwn• a1·r· m1 t"tstrictions \.'itlt 1-.sp<ci t<> tit< sl1.t1-.~; 
forr-igm·rs can hold; who] J,- fo1·cir.11-" .... 11'd s11hsidi.il·i .. s .;!"t ;ti lo .... -.d. Tit• 1·•· <il"t 
no St'ctors 01· indust1·i•''> fn1m ...-lticlt for< ir,11 i11\"tstmt1it~: . .r-. •:·:,·]11cltcl .tml Tl" 

otlw1· I imitations 0!1 act i\·it it•s of _jni11t \"t11t11r .. s .... -irlt !01-. ip1 cont rillllt ions. 
In the· sam.:• waY, tlw1-. ill"t· till rt·str1ctio11s 011 pr,1fit 1"t1•.ilri . .tin11 '". •lll tlit 

t1·ansfcr of capital in\·pstnwnts. 

Thr- ForPip,n ln\'Pstmtnt :\ct i11tn1dt1Ctd .; si11r.I• 1111ifi,d t .• :·: s\·sttm 

M1s1u·i11r, r·q11al tn•atnwnt of do1m·stic ;i!ld fn1-.ir,11 cornp . .r1i<s. Tl111s .. 11 
VPlll 11rcs twcam<· s11hj<'cl to <111 Ent rq11-. 11t·11r' s Profit T.t': ..... -1i i .-11 .... -..:; st t .ti 

from .lam1A.1·y I lJ9] .. \t t hr· sam" t i mt . t \.'o t "!" s ,if i 11,-. 11! i '" s ,-,illlt i 11 t () 

r-f f t·cl : 

.Io i 11 t vent 11 n · s w i t h ii t I ; ·;is t ~ ll I I o rt· i p 1 pii rt i '· i p.; t i "11 • i!ld i 11 i t i ,i I 
tot;d capitiil i1n-.·stt·d of 11101·1· tlt,111 ill millio11 forit!J:; (;ipp1"<ic:. 1·s$ 
8 mil I io11) a1·t· t'I igihl1· to ;1 (ill/ ;ii Jo .... -.111<"• of tlu !.t:·: P"'-;;blt i11 
th<· first fi\·t· Vt'ars and ;1 f1(L' t;1~: co11n:;si<>11 f"1· tlH si~:tli to 

tP11th Yt'ars. How1·\·c·r. 0111,· com1n11i1·s ...-hid1 clt-ri\'t m<>l"t tl1;111 Ji;i]f 
of tlwi1· salt·s am! rr·c1·ipts from m;1111tf;;ct11ri11r. •.ir th• h1ii lcli11r, ;111d 

opt·rat ion of ii ltot<·I a1·1· r·11t it l<·cl to s11Ch I isc.il itl<'l'lll i\·• s: 

Tlw tax r1·d11ct ion is i11crc-:1s.-cl to !Oil/ i11 tl1t· Ii r:;t f ;"" ..- .. 1rs <1!ld 
to(,()% tlwn·.qfl1·r ttnt ii th<· !<·11th v1ar for Ii 1"111:; .ict [\· .. tr' n rL1i11 
fi<·I 's consiclr·n·d as s 1H·ciallv import;11it !01· 1l1t t<"<>t10111\·. s11d1 .is 

c·l1·c.rclllics. machitH· tools .·le. 

If ;1 fon·ir,11 pi1!"11wr r1·i11,·1s1s p;1rts or ;iJJ of Iii·; di\·1d111ds :n 1 1 ~• 
joint V(·ntttr<· 01· ;lllotlwr 1·omp;i11v i11 l1t111r,;1n·. 111· i:; c-lir,ihlt for ;1 

tax ;1llow;1m·<· 1·q11;1I to thi:-: ,1111011111 

Somf· of t tw f i sc;il i 11cc·11t i \'t·!; of I 1·n·d 1,,.f on· I 1i .. :.;1· Lit 1 :;I ;111u 11drn1 11t !; 

W<·rc withclr;1w11. 



Tit, l11\·,stmt-t1t Cnt!t pt;iLilllt·tS tht· u11co11ditio11al 1·i!',ht (of th» compa11\· 
;1s ''PPllStd tn tht fort·ir.n pa1·t\· its<lf) nf acquisition of ,-,··al pnipt·i-t\· 
llH't·ss;11·\· f11r tht (lpt-r:1t ion of th• comp:111\· ;;ith fon·if,11 p:1n icipat i<lll. 

Tht· Ln,; p1·0\·idt·S full p1·ott•ctiot1 f<H' all fn1·t·it~11 i11n•stn1t-t1ts. Th,·· 

in\·tstors .11·r it1<h•m11ifit·d bv llH· Hu11r,aria11 Statt• ar,ait1st lossc-s n•sulting f1·om 
1lati<111:ili.:;iliot1 :rnd t·xpropri:ilion of tlwir p1·opt·1·t,,·. 01· anv simila1· 
t'\.t·t1t11;t!it\·. Tht \·;d11. of th< cL1i111 i.·01tlc! ht· tht• actual \·,d11P· of th··· 
i ll\'l st 111t·11t p:1\·.1bl t Ill t Ill cu1T• t1c\· i 11 i.·hi ch t ht i t1n··st m···1it was ;nadt•. 

8t-fo1·,. '.brch l<)tJ() ,.;lwn tht· fi1·st ach•q11att· 1Pr,a1 framPwork for 

pri\·;1t i::.it ion ,.-tilt into f<irct• In· s..t till~', up tlw Stat• Prnpt•1·t,,· Ar,tm'.:· (SP . .\) 
11<> ui\·, nun• nt ,qipnn·;d i.·;1s i"t·cl'ii ,-,d fo1· ;1 fort•ir,n i11\·estor <·VP!! to bt.v a 

m;ijor·it\· stakt in :1 Ht1t1~>u·iall t'lllt·q1rist. Si11ct :·la!·ch lqqn tlw ;-;ppni\·al of SP:\ 
is rtq11in·cl. St lf-m.ill<it .. tcl stat•· t•nt.-qiriscs ch-cick 011 tht·i1· owt1 p1-ivat izat ion. 
bt1t tht df,l'ttlllt!ll 011 th .. t .. nns and C(l11tlit illllS Df tht s;;lr· hils to ht- suhmitttd 
to SP:\ i.·hich can \·•·lo tht· proposal. In tht· cast' of statp-controll«d 
•lltvqirist·s tlH lim- mi11istn· ckcidts on th• pt-i\·ari::ation but SP:\ svts th .. 
I< rrns on ,.;hi ch till· pr·h·at i;.at ion takt s place. th•· pr·ic:c of th<- shan•s. rind the 
<~:tv11r of f,n·, ir,n p<il·t icipat ion. Thv fo1·<·ir,11 i11n·sto1- Cilll also submit a 
pr(lp<JS;1l dir .. cth· to th« SP:\ without obtai11inr. co11st>11! from tlw t'ntcrp1-ist·. 
,\ r.-spons• 11111st IH· f,i\· .. n v:ithin \l) d;-i\·s. i\ith :-HI amt·ndmt·nt to tlw :\r,1211c\· :\ct 

in l'i<J() SP:\ h<ts btr·n plan·cl umkr clirt·ct f,O\'tTnmt·nt co11trol. so ti1i!t tlw 
priYat i;:;it io•1 "f stilt .. -o,.;nccl t•11tt·qiriscs h..is btl·omf' an OJH·ratin· ~~O\'t•r11mt·11tal 

f llllC t i llll. 

I>. Poland 

:\ c1J1nprt l1t ns i \·t· basic 1 t f,il I f ramt-work ch-s i f,nt-d to rit t 1·act FDT ..._.ilS 
1 t1;ict .-d 011 _i 1 lh ct·mlH r 1 <)88 ;111d illllt 11dt-cl on }8 DPc£mhc·1· I 98q. This Fo1·•·it;11 

]11\·!st1111nt f.;,,.;, hm.;c\·!·r. failt·cl to mu·t tlH· hip,h <·Xpf'ctations as it did not 
n·1.i!• tin \'1>11clitions THC<ss;11·\· to at11·act Ltt);t·-sc<ilt fon·ign i11vc·stm111t 
projt(·ts. Till r·, for(. ;1 t1(·;: Fon•it;n l11v1·stmt-111 I.a..._. was ct1·aft£·d and wc·nt into 
fore• 011 ]f1 .llt!H )'I'll. ·..:irh the rH,.; law r.iost of th!· pr·;--\-i<Hlslv nq11irtcl 

p1rmits for sc·ttinr, 11p irn!11sr1·i1·s 1:1rt· abolishr·cl. Onlv vc·11t111-f's inv<>l\·f·d in 
tl1t follo,.;i11r, ;;ct i\·it i<s r1t1-c! prior ;1ppro\·,il fnim tlH i·fi11istc·r of 01'.'m·r-ship 
Tri111sf<>rmatic11 (t;ikcn o\·.-1· from tlu· dissoh·!·d Fort·ign l11vc·stmn1t Af,C'ncv): 

cl1., i i nr, i.· it h 1·1·;il , s Lilt "r ;1c t i nr. :rs int 1· nn<·d i ;~rv i 11 ,·c·;il !·s t;1 ! t· 

() I' t r; i t i (l l\ :; : 

cltf!:•c1 i11clw;t I'\' ,.;hi ch i,· not l'o\·l rt·d !iv I ic<-nsi11g r!·q11irl'rnr·11ts: 

or 

11:111 rt· t In Polish p;1 rt Jll • r i II t Ii« C ;t S(· ,,f ii i () i !It \'(·Jlt 111'('. i ,. 
·' it 

:; t;1 t ' - own ·cl o 1· m11rri c i p;i I (•fl! t rpr is!·. \o.'lt i ch i !; COii t r i }Jll I i llf,' .:lS par· t 

() f t lu· f Ill! lid j Tl/', c;ipi t ;1 I () f t hi" cornp;inv. ii !I (·lit l' rpr i st· such ilS ii 

p I ;i r 1 t "r lir;irwh: or 

;;l11·rt· ii for«if',ll co111p;111v t 1111 rs into illl ilf,rt·!·m1·11t or s1·ri1·s of 
ii/',J"t•1111r1t:; to ;icq11ir1 or qlJt;ii11 ;i rir,ht of 11s« for morl' th;111 :-;i:~ 
morit hs. th« p1·op1·rt v of ;i st ;ti 1· I t·g;r 1 1·!1! it y i 11 th(' f onn of l't'il 1 
1~;ti1l1·, ii :;ir11',ll" vr1t1rp1·is1 or its <>t'i',iilli/.l"cl p;rrt c,ip;1bl1· of 



) ) 

cat-i-vin~~ u11t spt·cific busi11tss pt1rp<1s.·s ur .ill .if.l-•·•fll<lll th.it !:.is 
till' .-ff··~·t nf .ill ;icquisiti<lll <JI ui.-11tr::>hip ,if sn,·h prup<l'l\·. 

Pt'l"mi ts can. ho1o.-t"\"t'r. IJl' 1·,-.f ust•cl wht•n th·· ;1ct i \-it i •·S of t lw cll111pa11\· ;ii"< 
pe1·ct'i\"t•cl to th1-.•att'll the t'Conomic int<'l"•Sl nf th•· ::>Lit•·· <11· stct1rit\' ;1mi 
deft'ncP of statl' or pn)ll'ction of statP Sl'C'"••ts. T11t•t"<· is 110 1·ir,ht of ;1pp•··il 

against thP dt'cision. 

Otlwr companiPs with fon•ir,11 p<i1·t icipat ion art' onl\' requin•d to r•"f,istt·1· 
in tlw Polish Commercial R••i;ist••t- to stat"i up busimss. \"t•nt111·,·s <ll~~·•f,t·d in 
foreign tradP n'ct•i\"•' automatic pc·1·mission through th•· 1-.•gist1·ation. Otht•r 
n•strictions of prt•\"ious laws conct"t·ning minimum capiLil irl\·,··stm.nt 
requirements and minimum foreign ~quit"· sha1-.•s W•'l-(' abol islwd_ 

The new Foreign Investment I.a'" has also brou~)1t imp1·0\"•"m•nts 1o.·ith 
respect to repatriation of profits and withd1-;1wal of capital. R•·strictions 011 
remittances of profits undc1· the> pt«·\·ious ia....- and bcfort• tht· int.·rnal 
con\"crtibilitv of the zlotv at thP beginning of 1991 were lifted. No,.. 
repatriation of the full amount of profit after income tax and t L1nsft·1· abroad 
of proceeds from sales of shares. the liquidation of tlw compan~· or th<· 
amounts obtaint'd from compensation foi· C'Xpropriation arf' allo1o.·Hl witho.it 

restrictions. 

With the ne,.. la,. tax exemptions for forPir,n in\·C'st.ors were· considerahh­
reduccd and no longer aut.omaticallv gi\·f'n for thl" fi1·st th1·•·•" n·;11·s. Tlw 
corporate i ncoml" tax applies to al 1 firms and is sd. f'ffC'ct i \"f' from I Januan; 
1990. at 40% of net p1·ofit. Tax c·xt:'mpt ions an' on]\' awardNl 1111d•T sptcific 

conditions: 

if the capital contribution of tlw fo1·Pir,n 1nn·sto1 is in c·xccss 

of two million ECUs: 

if th<" \"Pntlirc> is acti\"e in rl"r,ions sufft'rinr, f1·om high 
mwmplovmf'nt. in rww tr·clmologv indust ri<·s. and in cxpon promot inf, 
b11sirwss (at IC'ast )0% of ovt>1·all sai(•s volume·); and 

Tlw law do(•S not spl"cify t.lw p('riod of validitv of thf· ('Xcmptions, but 
it I imits c·xl"mpt ions to thf' \"al11t' of shar<'s 01· stock acquirf'd bv the· foreign 
huyt> 1· on t hf' da tc' of pure hasf' . Tax c·x<"mpt ions can. howc•v1· 1·. bf' n· f 11s(•ci C'\"(•n 
to t.hosC' f'nt.f'rprisPs f'lir,ible on tlw grounds of "important c·cono;nic n·asons''. 

Und(·r tlw prl"vious law, a forcir,n companv could onlv acquir<· land not 
owrwcl by tlw state•. Statl" land coulcl he· ]pasc•d for a ch1rat ion of 110 to qr) 

y(•ars with tlw possibil it.y of rt·rwwal. Tlw rww law has n·p<·al1cl this 
provision, but h:•s not rl"plan•d it with a m·w ll'gislat ion. It only st ip11latcs 
that a forc·ir,n inv<,stor acquiring or l<•asinp, rl'al <·state· owrwd by ti.<· state· 
rN111in•s the· pPrmit of tht· Ministry of Ow1w1·ship 7ransform;tl ion. 

The fon·ip,n invPstmC'nt law providPs lc·p,al saff'f,llilrcl <lf,iii11st 
C'Xpropriat ion. Compl'nsat ion is guaranlc· ·cl 11p to the· amount cori·c·spondi11r, to 
thl" forc·ip,n company's participation in the assc·ts of th<· .ioint vt·ntur·c·s. Tlw 
principlf':; and procc·d11rf's for comprnsat ion arc·. howi·vc·r. not st ip11latC'd. 
Bi I at f' r;, I i nvf's t mf'nt prnt e1: t ion ag n·1·mc•nt s. which have· a I n·ad y l><'c·n cor1c I udc·cl 
with a n11mb£>r of w0stf'rn co1111tric·s, have· to fill this gap. 



'' 

Th, lit\·: Fo1·, i~·.11 (n\·,stmtnl Li"-" ch:illf.td tl1t ptnnit 1···1ui1·.-m.11ts ltH" tht 

.i<°'(11isiti1ll; ,if st..t, ,·,1q><'Lit• .•ss.ts. \:,11,i-.ilJ\.-. tlitt"t .;r• 110 mor. J,~-,.d 

1·.st ri<"t i1111s 011 di1-.ct Lmd p•ll"lf,,j io) i11\.·tstn1·s to acq11in· up to 8()/ of !ht· 

sh.i!'ts ,,, p1·i\·.;ti::t<! st.ilt .nt.1·pris.s .;mi limittd li.ibilit\.· ,-,imp.ini.s. _'11:1 

of t ht sh:• r. s nf p1· i \";ii i ::t·ci •·llt, rpr-i St·S 1-. m;d 11 1·, s.--i-\.·ul f 01· th.: •mp! o\.'t t·S _ :\ 

P• rmit h\· !ht :·linist n· of lli.:nt 1·ship Ti-.:11sfo1·m.it it>ll is 1-.q11i1-.-d ftlt· <·llttl·pi-is.·s 

;;ct i \"t i 11 t ht fit I cl st i pul ;il, d i 11 :\1·•;, ! t 1,. I of t ht· lit·"-" I ;i"' (St ( abon ~'<>!",!· 

(,) !11 .idditi.,11. th. m.m.i~",•ffi•!lt ;;11d l.ihn111· fJl"<'t nf th. ,·ornp;;n•: to bt· 

pri\·;;t i.-td 1m1st b, C<l!ls1tlttd ;;ml tht i1· app1"<1\·;,! <lhLiintd_ In •"t·l't;iill casts 

"-"htr• tht·ir ,-.,11st11t is ll<lt f11i-tl,,-,1min~-, th• !'rimt :-li11i.st.1· c.H1 ont.-1· tht· 

t r.•nsf nr111 . .t i <lll. 

1-: ... ulgaria 

f\t<'l-tt \<'- ,f, 011 Eco1111mic ,\cti\·it\.· t11.;ct1d <l!I 'I Ja11t1<11"\" lq8q pro\·id•·d 

.i I i1·st lti;;,J lLinlt\..."od-: for· FPI. Som •. i!Dtlllilllt·!lts "-"t·l"• ;Hlcl.--d in Oect-'mbtT lq41)_ 

Tht I.av: i..·.;s i11<·,1111plt·lt. l1<lt.."t\·,r .. ;nd did not prn\·ict. ;; s11fficic11t b;isis fo1· 

;ii t Lic·t in~-, Ff\!. .\ mor. cnmp1·d1t nsin 1.. • ...- llll Fort ir,11 (11\·cstmt11! i..-as appro\·t·cl 

011 Ii :-I;;•: !'I'll. Ea1·1'· ]l)'l_J sai..· tht prom11lt;at ion of <i11otlw1· "l.;;i..· on tilt· 

1-:l"llllllllii<" .-\cti\"it\" ,if F•>t"ti~",ll Ptl"SOIJS .irnl tht P1·01.ctio11 of Fon·it;n 

ln\·tstmt11ts" v:hid1 <iccon!inr, to tht r,o\·,rnmt11t is char;.ct(·riz(·d b\.- <i funlu·r 

I il>t Lil i::.il i1111 i11cl1Hii11~-.;; mnn p1·, ci.st v:onlint;-' 111 pan ic11Lit". tht amph: 
l'l"iti::td minimum fn1·iip1 CiipitaJ rtq11it"(ffi(1Jt of \"S$ -l().00() CH" iill t·q11i\·illt·11t 

;;1111111111 i II .ill<ll ht 1· C!lll\"t 1·t i hi' Cll!Tt Ill"\" I" t st .;bl i .c;h bus i lit SS pl"f·Sf·!ICt i 11 t !1t­
Clllll1t l"\." v:.is d!·11pptcl. Tht· !'I'll!;;;; stip;1Li!ts th.ii 110 ptnnission is nq11irtd 

f Ill" i l\\"t St l:lt (If:.; 0 :•:< 0 l !'I f I0(
0

: 

i11\·,stm.11ts in tla 1:1ilit .• n· i11ch1s11·\.-. b.;11ki11r. ;me! i11s11i-;;11c(·: 

"t"' jl I i :; i f i o l!l I if 
111·11pt l"l \": 

11\..-r1.rslii1· 1·ir.l1ts ,if ln1iIcli11r.s .;11d ot lit r ,-, .i 1 

i11\·t :;1111t111 1n :;p,cif i·· l".t''/".r.•pl1ic.il .1rt.1s cltsir,11 .• 1.d h\· tht (1111ncil 

,,f :-1i11 i st' rs: 

::!10 If -illd I lit 

i 11\·1 ~;t mt Ill i 11 p.1rt i 0 ·11L1r hr·.itll"IH s .111d 
1: .. 11n,·il 11f :-tini:;ltr:.; ;;li111 tht f.,r1·il,11 

!", i \"t f 11rt i y,11 i 11\·t st r>1·s cont ro 1 of I lu 

.iCt i \"i I 1 t·S dc·s i f,llii! l cl h\" t ht 
s lit k< i 11 ;i pa!"! 111 · rs Ii i p i..· i I 1 
p;1rt 11t rshi p. 

l'tnuit:; .art i:;:;11td v:i1hi111,, cl,i\·:; .1fttr lltt .1ppJi,·;1tio11. llc11i;1ls ;irt 11>1 

s1rl1 j1 ,. t t" .111111·.a l ·1·">"·' t I .. 1· •,.;it Ii t 111· appl i <'iii i c111. ;1 f c·;1s i hi Ii t \" st 11clv must ht 

s1rl1111itt•cl .. \ft1r •il11 .• i1ti111. 1l1t p1rmit. tlit fort ir,11in\·cstnr11111st t"tf,istc·r ;If 

tl1t r1 :;p1ct i\t di:;t rict c1111r1 ;1cc111·di11r, to tltt· rq',11Lt1 ions st ip11L1t1cl hv lltt· 

1:0111111< r·· i .• r 1...1-. 

L1T. l:.1:;1-,.i•;I .Jni11t \."t11l11r1~; ;incl !11v1:;1m .. 11t ~,.,..~;. \o. 11. Marl'ir 

]'l'I). l'I'· II-I,'. 
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Th, (omrn•·n·i;;l J.;1i.- :ind th. For• :p1 Im:• stm.11t l..ilo" i111 r<•<i11,·.d ;, •mi! j,t! 

appni;;ch to B11lr.ari.;11 ;1nd for··if.11 t'lltrp1·is•s. Foi··i~·.n·•·s .;r·, .dlnlo",J !" 

c·st;!hlish th•· s<itn•· f,n·m of •·nt.rprists ;;s dt>mt·stic comp;1t1i<s. 

Till• tlt·•· 1.1...- pLil·t·s nn 1·•·st r·ict ions <>II th.- m:;ximum si:. ,,f .; f,q·, iy,n 
stake in rw...-l\· fnr·m··d 01· •·xi st inr p;1nm·-rships. i .... •IHll l,· for. ip1-ll•11td 

subsidia1·i<'S ,,.-., al l<>••·d. 

The P.ul ga1·i an l Pt~i slat ion conc.-1·ni nr. o•m·rshi p of Lmd is r. L;t in I,. 
1-.'st1·ictin--. :\!"!. ">(l) of tht.' Fo1···i~~n lt1•:•··stm<11t :\ct stipul.;t.s that "fo1·,ir.:i 
pt'rsons ;;nd joint n•nt11n· partm·1·shirs m;1\· not ;1cq11i1·,. n•n•·r·ship of l.i!ld. 
subsoil n.>sourc.-s. fo1·.·sts .ind ...-.it•r·s". For.if.II in\·.-stor·s m;;\· .1cq11ir• ti" 
i·ir,ht to us•' nn11-ag1·ic11ltu1·;d land in onl•r· to conduct h11si1vss ;1ct i\·it\· t"r 
a l•'l'tn of s.--n--nt\· vcars. wlwn tht- busitk-SS is "'()1111(1 up. tht B11l~~;;1·i.ill r-il·tn. r 
is c·ntitlt>:l to pr·c·ft•r•·ntial tn·atmt'lll on·1· otiw1· applic,111ts In h11\· tht 1· .. d 
pn1p.--1·tv or tiw r·if,ht-> tlw1·,·to. If tht.r• is 110 81tlt~;11·ian p;1rt1w:· this 
pr••ft.·n--nc·t· is to b.~ t-xtn1dcd to tlw B11lgarian Statt _ Ho...-t.·\·cr·. rcpo1·tull\· ti1t· 
ne"' JQQ} la...- h<iS b:·oadt.•rwd for·,•ign n11.--q11·ist.s' 1·ir,hts i.·ith r.·sp.-ct to th• 

acquisition of land and n--al estatt.'. 

Tlw Fot-,•ign l:t\'C·stmPnt Id•'"' allc-vi;;tcs snm<' of tlu· shni-tcnminr.s of tht· 
pn\·ious lq)slation ...-ith 1···sp•'Cl to till· i-i~~hts to ,--xchani~·· ,•,;rnini~s in Inc.ii 
c111-r••ncv ;;nd to remit t ht St' abroad. Profits ;u1d ot hf' r i m·om•· l"t'Ct' i n·cl in 
comwction ,.ith in\·.:·stmt :< in Bulf,<ll·ia c;;n no,. ht· 1·(·mittt·cl .ibrn;;d in 

con\·cr·tihlc· currt'llC\' upon application to tlw B11lt~arian ~ational Bank. Tin 
fon•ign in\·,•:;tor is al low.·d to .-.xchan~;·· into .in,· fo1·,·ir,r1 ,·11n·,11cv al I profi 1 s. 
loOiif,C·s. liquidation n-.cc·ipts. indc·mTtitic·s for· t·xp1·opriation and tht likt-. and 
tht.· Bank shall .-.ffr·ct this r·xchant~t· ...-ithin rn da,·s of nc1i\"i11~~ tht onl,·r. 

'Ai th till' moclificat ior, to tlw ll·f,islat ion in lkn·mhci- lqqn fiscal 
inct·nt i\·es for· c·ntC'rpris•·s ,.ith forcif,TI p;1rt icip;1l ion'"' rt 1"t·d11c.·d. :\ spt·ci.d 
tax r·at•· of 104 on profits app] i<·S to r·nt•·1·p1·ists •ith fo1·.-ir,11 o...-1u·1·ship of 
mor·•· than 4q'/. and with in\·c·st1n1·nt bv th" for-. iy,nt·r· of ;ii ltast l'.S$ l''ll,Oll11. 
Othc·r <·ntt-rprise·s which do not ffi('(·t tiwst· critt·ria pa\· till' stanclanl t,{)1. tax 
rat<·. Cr·l'tain incomt.·s. •·.p,cli\·icl1·mls 11st·d for th•· p11rch.;s•· of sh.,rl's .rnd hnmls 
in the· countrv. art· t-xc·mpt fnim tax. Otiwrwist·. cli\·ick-mls art· t;1xtd at a 1·.1tt· 
of lei'/.. Tax holidavs 101· fin· vt·;,rs m;,v bt· spt·cialJ,· av:.inlfcl !J,· th• l'.01111cil 
of Minist•·r·s to c·nt<'rpr·ist·s inve·st ing in agric11lt111·t and food i11cl11stri1·s ;1ml 

in high t1•cl111ologv st·ctors. 

Fon·ir,r1 inv<·sto1·s •·njov full prott·ction of th(·ir· rit',hts. l11n·st1m·nts 
shal 1 ht· imm111w from r·,mfiscat ion 01· <;£·iz11r" hv ,,dminist r.it i\·t n11·a11s. In c;;:;t 
of r·xpropriat ion. ,-ompc·nsat ion shal 1 he· rcach('cl !, .1g1·•·<·1m·nt. '.'l1·r.01 iat ions art· 
limitt·cl to 90 clavs llt'f<>rt· thl' mattt·r is p;1sse·cl 011 to tht dis1ricl court fnr 
dt·l ih1·rat ion. C:ornpe·nsat ion shall h1· mack imm1·cliate·lv fol !01o"i11f, t 111· 
1·xproprial irm ancl capital shall bt· fr1·1·lv t 1-;111~>f.-r;1hlt· ;1hro.1d. Tin It :.;t of tlw 
I ... 1,. cloe·s. howt·vc·r. not provide· sranclarcls for till' court to folio,. i11 

cl!'l1·1·mi11ing t!.1· amcllint of comp1·nsat ion. 

Tht· pacl' of th<· Bulgarian priv;it izat ion prop,r·amml' has bl'1·11 r.illll'r slov:. 
Tht· ];ilo' on privatization of sm;il I liw.;i11('s~.; w;1~; 1·11;1<'tl'd 011 )(,Ft hn1.1rv ]'I'll. 
but 1mplt·mt'11la! ion has ht·1·n sl11p,r,ish. Tilt' Privat iz;il ion ,\cl st ip11l;it1·!; that 
stalt·-ow111·cl l'nt1·rpris1·•; I)(' transfonnl'cl into joint !;tock comp.1ni1·s ,111cl .illow!; 
0111· fifth of the· 1·q11ity to ht· bo11r,ht ;1t a cli!;co11nt bv 1·mplov1·c~;. Th(' rl'mai11cl1·r 
wi 11 ht· illl('t i orwcl off or off 1·rt·d 011 t lw ~;I ock 1·xcli;111r,1 . Fort· i )',lll'r~; .1 r1· 

appar1·111ly :dlow1·cl to purchase· ~;hart·s as cornp;1ni<·s ;1r•· priva1izt'cl. 



Th, R"m . .r1i.1ll ~-_.,\·,nu:hlll .• ppr· .. \·,d ll•a F,ll-,i~-,n lt1\·,stmtllt Lia <>ll -'" 
'.·l.trd1 j •1•q. -.·!ti ,-fi ,- .. m, i 111" t .. ,-,., •Ht \ .\p1·i I l ' 111! It :->11p. r·s, d, s t It, p1·, \·i •Hts 

p,.-1·,, \ll. '•.':, .. t i'lf.' . .rid th, lhcr·,, .f..,& \1>. 'It>"' l<l'ltt; th, Ldttt· :ilr·,.,d ... · 

prt)\"id.d .• ! ib. Loi i::.d I Lilllta<lt"k fin· FP!. rmt. r· th. llta l.ia. th. R<Hn.;11i . .r1 
p,,.·, !npmt!l! :\f.•l!C\. a .• s .st;;blish,·cl. 1o.·hich no..- S•Tns ;;~;;nth ·Stop "f.t·ncv !01· 

.ipp1·<!'-·.ds <1f f•1r···ir.11 in\·,stm.nt pn11hls .• ls (p!"t\"io11sl'-· .. 1ppni\·.tl It.id!•> b, 
ohL;i•ttd fnim f<H11· s.p:;Lit•· minisr1·i.-s). Tht :\f,•ll<"'-. has I•> 1·.pJ,_- •ithi11 \C) 
lLn·s. nth·· r..- i St th, p1·op1is:il is .;11t nm.1 t i .-.;JI.... .-.ins i dt 1·,.c1 .is .;pp1·0\·t<l. 

Rl·r.rstr:ili•in is .u1th<ll"i::.cl In· :1 "1:,·nif!c.i!t of lnnsto1·". 

Th, 11.1o.· I.ti.- dtlls !Ill! stip11J.&1, minimum c.tpiLil 1-.q11in·mtnts .Hu! ll•l 
s.cto1· •·i till •<"•lltom,_· rs clos,d to f<ll·,·if,ll i11\"t·sto1·s. Tht·1·, :ii"< 110 
1·,.sr1·icti<>l!S i.·irh r·.sp • .-t to rh, sh.11-. f<11•ir,r1 p.1n-· c.rn hold. Till :\f,tncv 
is r.i...-.11 co11sid.1·;;hlt· scopt :n tl1t ;1pp1·ov:il pn>c•·ss ;;s tl1t· L1..- doc-snot 
pr-.,,_·idt .-J.:11·c11t c1·it.1·i.1 on ..-hich f,rn11mls propos:1ls .;1·,. to b, r···.i•·<"!td. 
Propos:;ls m:n· b, 1-.·_jtclt·d if th,.,_. m:n· inf1·ingt· tlu t·11\·in111mlnt pn>tl·ct ion la•. 
if th • ...- .;ff,.-t th,. ctn11111· ... ·'s stc111·it'-· .tnd d,f,nc.- inr, 1-.sr or· h.11·m tht· public 

onit-1·. h.-.;lth :rnd f,ood morals. 

Tht For-.·i~·.n lrn····stm.-111 l..-1..- cortf inns pr!·\·im1s n·r,11lat i<H!S 1111<kr tlu· 
<~omm, n· i ;; I 1'.nmp.111i .-s L1i.- of \1>\·,-mb, r· I 'l'lll. !'r·of its i 11 con,_·, rt i bl,. c111T•'llc\· c.ill 
ht· f11JJ,_- 1-.p:1triat.·cl. Local c111Tlnc,.· ,,;n1inr.s can ht· p.irtJ,_- rc·p:11ri:1tl·cl. Tiu· 
nsp.cti\-. sh.11-.s .1r, t!t-fi11td in P•l"<'tlll.if,• of th. cnnt1·ihntio11 tn th• .. 
1·l·f,islt·1-.·d c:;pit:il (:iml 1101 in pt·rn11Llf,• of p:·of its) ;1ml clt-pt·ml 011 tht sf·cto1· 

con··· !"lit d: 

I 1/ in th< ;;1-.:1s of 
I ht· m.illtd .,,·1111-. ,>f 

spt·c i .i I i mpnt"I illlC(· f 01· t l1t· 1·cmv;m,_-. 

.111t i -pol !111 io11 r.chnolor,i• :;; 

i II<" J 11d i np, 

I 1/ ir1 tlu- t·~:ploL1I ion 
i11dnstn· .. ;r,rind111r •. th• 
I ra11:;po1·1 

am! p1«idnct i 011 <if n;;t 11r-;1 I 1-. so111·.-, s. 
c1>11st n1cl ion St cl or·. co1mm1ni c.il ions .;nd 

Ill/ in j 11.ill<"t· b:111k i !If, and i 11s11r.-11u·c· i 11d11st r i ( s: ;,ml 

I' r· o cc , c I:; I r om ..- i m I i 11 f, 11 p t I 1< i 11\."• :; t m .. 111 am! f r·om copvr i f,hr :; . t c elm i ca I 
:;.1·\·jc,·s ,·,111 .11:;0 b, fr1·tlY 1r.H1:;f1rr·«i ;i:;si:;t:irl<"• 1:·:p,ni:;, .111cl oth.r 

a broad . 

t:nci<-1· rli, ru-..- 1.111.-, L1x pri\.·ilq•,1·:; to 1orc·i.r,11 i11\·1·:;tors wcr!· 1·:-:parul1d. 
lnv•·:;tm111ts i11 irnln•;rrv . .1r,ric11lt11r1 .111d .-011:;1r11ctio11 .. 1·, 1·lir,ihl1 for .i r .• :·: 
ho! id;1v of i \'< vi:1r:; . ...-hi It· i 11\·c·sl m1 111 ill I hi 1·:-:pl oi 1:11i011 .111d prod11cl i 011 of 
11;1111r-:1l r1·:;011r,·.:; i:; ,:·:•·mpt for thr-.1· '"·1r:;. l11\'<:;tm111t:; in l~1t s1·rvi<«:; 
:;1·ctor irwl11dinr. t r;1<!.-. 1011ri:;m, h.111kinr, .111d iw;11ra11c1 •II jnv ta:-: ho! icL1v:; fo1· 
r ..-o ,. , · .1 r:; . F 11 r r I 11 r I i : ; c. 1 I i r w, r 11 i v c : ; m.i v I,. f, r .111 r , cl . d t , r • · :-: p i r y " f t I 1t t . ' :·: 
hol id:1<.· p1·riod. !11\·1·:;11111111:; which mav improvc tlu· tc·cl111i1·;1l .md m.111 ri.11 h:i:;i:; 

of !ht t•("Oll<>ln<.·. c·r1.1!1· lltlo.' m.lllllf.1< 0 flll"illf, l1·d1110J11f,i1:;, 1:-:p,111cl 1·:·:i:;lillf, 
;wt ivit i1 :; or prot•·ct th• 1·11viro11m1·11t ,11-. 1·! ir.ihl1· lo ;1 t;i·.; r1·h.111· of »llZ 011 
I lw .1:;:;c:;:;1 cl r .1:·: . .> J/ .1 r1 .wcorclc cl Io i 11\·1 :;t nu-111 :; 111h• r1 111/ of 1·11< q-,v. f 11< I 
a11CI r.i..- m.1t1·ri;il:; ir1p11!:; .ir•· im1•ortccl: mort· 1h:i11 1111. of 1·xp111<lit111·cs ilr't· 
d1·\'ol1·cl to lo.-.illv h.1•;1cl IU .. ll .incl lo prof1·:;:;i1111,il r.1inir1)',: -,()/ of th1 
m;1chi 111·rv 11:;1·d i 11 procl1wl iflll i :; hour.hr I oc.il I\.; .rncl wlwr·, . .al I 1·:i:;t '10 rww job:; 



art· c1·c:1tt.'<L The·sc· tax 1·.b.it•S ...-ill b, .;...-.;nhd !01· ;;11 imh!i11it• p·1·ind .;s 
lonr, as tht.· c1·iteria an· mct. In :;ddit ion. !01·· ip1 in\·•stn1·s :ii·• .~:.mpt lr•>rn 
import dut\· on machirKrv. c·quipm.:nt. insLdLlt io11-> and \·,hici.s 1·•<jlli1·.d !01· 
the· proje·ct a11d. for a pt1·iod of tl.:t> ,-... rs. tnim 1-.;11.- m:i!tTi:ils ;;11d oth•T 

i mpor·t t'd inputs use·d in p1·oduct ion. 

:\ forc-if,n in\·C'stor is pt·1·mittc-d to o...-n mo\·;;bl.:· :md immo\·ab!. p1·op.:·n,·. 
purchase· and/or construct production f <iC i lit i ···s :;ml b11 i 1 di llf,S .. md l t .iS• l ;;ml. 
Hm.-c·\·er. owne·rship in land 01· pi-i,·:;te· r·csidcntial b11ildinr.s i-; not :illo1o:ed. 
:\ nC'• elC'mC'nt in the· fo1·e·if,lt in\·c·stmc·nt l~;...- is th.- •Xplicit 1·.cop1iti<lll o! 
industi-ial and inte·llc·ct11al propC'rt:: 1·if,hts (patents. co1nTif,hts c·tc.L 

Tlw 1ww law h:as int niducul lq:;:al safcr,uanl~ a~~ai11st • X(ff•>p1·i;;t inn. 
Fore·if,11 invC'stment will not bC' nationali::e·d or e·xprop1·iatcd cxnpt if it 1s 
in the public intt.'re·st and on!,- with p1·ompt. ad(qt1:it• .md ,fftctin 
compc·nsation. The basis for the· compc·nsation is tlK marktt \·a!ut of th£- fi1·m 
on tlw date of its nationalization. If a ma1·kl·t \·aim dots not txist. tht 
parties ncgotiatl· on the· valuation. In case that tht- foni[,n innsto1· is 11ot 
satisfic-d with tlw result. he· can n·qm st the \·;;luat ion!•> b.- c:l!Titd 0111 hv 

t hC' court . 

Th•· Comme·rcial Companie--s Privatization l.;;1o.· passl·d in :\nr.11st 1'141 
pro,·idC's a Ic·f.aI framei.-ork for p1·ivatization of the stat.-0,.·11.d .-n1t·rp1·ists. 
)0% of the· sha rC's of C'i'ch companv i.-i I I be· a I I oca t cd to f i \'( P1· i , ... t l Olo.'IH rsh i p 
Funds and 1·e·sl'r\"c·d fo1· t•liy,ihle Romanian citi::•·ns lo.'ho 1o.·ill ncci\·, 
Cf·rtific.1tC's of ownC'rship. Thf·Sl· ce·nificatl·s can bl transfcn···cl to 11011-
Romanians oniv aftc-r fin· Yf'ill·s. Thl· nmaininf, /0/ of th( sh;;r.:; lo.'ill ht 
transfC'rnd to a State' Ownc·rship Fund. Fon·ip;n inn·sto1·s ...-ill ht pc·1·mitttd to 
participate· in thf· saif· of tlws(· shares. Thf· appn)\·al fo1· ;;cq11isitio11s h\· 
fon·igrwrs is to be' obtaim·d from tlu· Rom;inian !kvclo>mcnt :\f,f'llt'\'. The lltlo.'lv 
e·stablishcd National Ay,c·ncv for P1·i\·atization has to app1·0\·t 01· 1·, jfct th< 
100% takc--over of a commc·rcial compan,· which is to h< ncr.otiatlCI b1t1o.·un tlu 
potc·ntiaI inve·stor and the Pri\·;>tc Oi.-ncrship Fund to lo.'hich th< cnmp;rn\· 
bC'longs. The IA1w pC'rrnits forc·ir,n acquisition of cnmpanils hcfn1·e tl1t m·lo.' 
institutions arc opc·rationaI but then· mav he co11sidt1·;1hl1 1111ctrL;i11ti1s 

regarding thf· approv;il p1·occ·ss d11i-inf, this pe1·iod. 

G. Co11111<>nwealth of Independent States (CIS) 

ThC' formC'r l!SSR has stai-tc-d to I ihc·1·al izc the· l'nion 1ai.- 011 fon if.II 
direct invc·strnl'nts per de·cn·c- of 11 .Ja1111an· J<)8/ bv 1o."hid1 joint \·e·11t11rc.; ·.:ith 
WC'Stf'rn partm·rs Wf·rc· pe·rrnittc·d fo1· tlw first t imc. The dccne "On F11nhc r 
IkvC'loprnC'nl of Forc·ir,n Economic :\ct ivit il's of Statt. 1:0-op(r;1t i\·• and oth• r 
Social Entc·rpri:ca·s. !\maly,amat ion and Orp,anizat ions" of ) !knmbe r 1'188 
sip,nificant ly h1·oadl'11£·d the scope· fo1· fon·ir,11 and lr:c;il part icip.;t ion. 
llowc·vC'r, the· approval pron·s!': rcma;ne·d vcrv c11mb<·rsomc as <Xt"'''ive· 
doc11rn<·ntation inclmliny, a fe·asibilitv st11clv i.-as r(·q11i1('cl and p1 rmi·.;~;ion from 
various p,ove·rnme·nt offic(·S had to he· obtainc·ci. :\ r,rc·at ste·p for...-ard i.-as takl'n 
whf·n the· par! iamr·nt of the· formr·r Ifni on adopt 1·cl t lw cl('cr('1 011 "Tiu· F•1111i;1m• 11Lil 

Principle·s of l.cp,islat ion on Forc·ip,n lnve·str.i(·nt~; in tlu- !!SSW' 011 '> .liilv )'I'll. 

The· m;lin fe·at11re· of the· law is th;1t it provi<i<-s ;a f',1·111 r;il ha~;i~; inr th(' 
e·nac:tmc·nt of rc·p11hl ican law 011 FDI. Th<· imlivicl1i;1J rq111hl icf; w1·r1 frc< to 
e·r1<1ct their own rf'p,11lations and. in tlu· m<·;rntiml', m;111y havr· forrm1!.1t1·d th('ir 
own laws. llowf•ve·r, thf' collapse· of the· ll11io11 and tlu· c·rn<·rr.i·nc(' of the· <:IS with 



it~ I <1<1J 

1u1.-,r1 .• i11r[,s ...-irh 1·.sp,,·1 
[,~·.i,;[.;::,,n,1:1Fl'[. It c.inb, 

th, it1dh·1d11.,i 1-. pub! ics , 11.;ct 
.1 \·.did tr.;r11<..._·,1rk. 

t l) \".ii idi I\. .iml :tppl ic.ibi Ii t \' n! 
,:~p,.-1,,I th.it tlttSt lllll't!·t.;i11titS ..-j[[ .• b . .tt .1S 

th,i1· n1,.-11 l:n.-s at1d l"nio11 [.;1o;s ct.iSt to p1-.n·it!t 

f!,.;..·,\·,r. tit, m:iit111,...- .iSptcts ,if th, Fund:ir.1<11t.d 1'1·incip[,s :.:-, lik,[·,· 

l•l h"·,1m, r.ai,lir:,>: prit1cip[,s f,11· l"<ptth!it· .• t1 Lil,;: 

Tit, p1·i11cip[,,.; f.ll:iLi!llt< th, pror.ction <>f tht· i·ir.hts o! io1·,ir.11 
it1\·, st"r·s. incl11dinr. .; p1'l1hibit ion 1>11 11:i! i11r:;;J i:::tt i,>!1 <>1· 

tXf•t·op1·i:il i,lll ,,f th• i1· in\"tstm.nts 01· tht ir disc1·iminato1·\· 
1r,:1lmtt1! .. \n\· .:~p1·1>p1·i.i! i•>ll must b, c.1:-i-i,d out .;c,·nnlit1f, to th, 

J .;._-and must b, .;.-cnmp:ini, d 1o:i t hot1t dt I;;\· IJ\· :1dt qu;;t t ;;ml , t f •ct i ·-. 

.-.imp• 11,.;;;: ion. Di spur, s l'< Lit i 11r. t n th, comp.·ns.il ion m:iV h, c.i!T i' <I 
1,1 th, cot1r:s 01· t:ikt pL;c, :;t;; loc:ilion otlwn.:ist fll'O\·iclt·d b\· •it! 

.i 1·b i ( Lil i O!I I 1· i lmn;il 

i ti t ht 11;; I i on;;l Cl l!Tt ·!IC\' ) :ind or·i r.i 11:; I 
i 11•.·, ,.; t nt• 111 s m.; \" !J,. t l'< , I \. l't mi t t' cl .ilffo.;d. 

f-«11·. i~·.11 dit"tcl i11\"tSlmt11I mav comp1·ist·· [{){)/of 
cnmp.i:t\·'s •q11it\· .ind fo1"t·i~:n c11mp.;ni•s rn.1\· 

st1bsidi.;1·ics. 

;m c·:·:ist inf, So\-i(·t 
t or·m 1o.·h,iJ [-.·-01o:11t cl 

For•if,ll finns •ii-, p,·1·mitt«I to panicip:il• rn th,- p11rd1:1st of 
sh . .r-.s of th, 1·11io11 (,o\"tnu:1<t1t dll•1·p1·is•S. 1',1·mission is f,i\·•11 

<>:d ._ .• ii t •·1· th·· S11\·i t·t oq·,.rni ::at i 011 nmni nr. t ht • nt • q>r·i st· has f i 1·s1 
1-.fus,d to Im\· it ;;ml .sf1,1· th• app1«n:.d h.;s h.-..11 f,i\·,n b\· rh, 

J.,h0111· fore•· of th< (!lit rp1·is•· and tlH· l"SSR Stat• Prop• 1·1\· Furn!. 

Entt·1·pris1s 1o:ith fortif,ll co1111·ilmtio11 h;;\"t th• 11-.,clom l•l •Ilf,.;~·,, 

in an\· t \·p1· of r r-:rns;;ct i<>n •·:·;c, pt 1o.·h11-.- SJH·cial I it«·11si11r. nt!, s .;1-.· 
i111p1>std 01· 1.:hich .H"t sp.cifil".ilh· prohibittd b\· .1ll-!":1i1ll1 1i1· 

, .. p11 Ii I i .. I q-,i s I ;.t i 0 II . 

:\:; 111tntio11td ;il>o\"t·. sorn1· of tltt 1"tp11hlics ha\·,. ,i)1-.;;clv 1·11:1ct1d 1h,·i1· .,,.-11 

J;;...-s 011 Fill. Th,- Russian Federation It .. :; s< t 0111 pr•H"tcl1:r1 s for ;1ppro\·:;J .• 11cl 

nr.i:;t r.tl ion in tht I.a...- Oil Ffln·it',11 (11\"t S!lllt Ill in th. R11ssia11 Ft de· rat ion 1o:hich 
c:im• into f•ll'<'< on I Stpt1·mh,·r l'l'IJ. :\ppl ic.11 i<>ns .1r1 to ht snh111it11cl to th,· 

:-ii1Ji:;t n· of Fi11a1w• ...-h!ch It.is to 1-.spornl 1o:ithin JI cla\·s. L1q',1· innstm•·nt:; of 
mor(' th.m Jllll 111illio11 rouhl1s t"t·q11it"t th. .1dditinr1.1l .1pp1·0\·.1[ of th, 1~ot1n•:il 

of :·!i11ist1 rs. :\ppJ ic;tl i<ll!S (";In ht· r1·f1tS1·cl Oii lf1t f,r01111cl:; that clonunt·nts iil't 

1101 pro,·icltcl in th•· f,,:·m sp1·cifi,cl Ii-.· l.11o: or if th.v do not s.1tisfv th•· 
condi I io11s :;1 I 0111 in the· proc"t·d11r1 :;_ l111"t lll iv1 s pro\·iclt d hv I 111 Rll!;:;i:tll L1w 
r.o h1·voncl rh, J,,._. of tht· form• r l"ni<>t1. For ··:·;.1mpl1. 1nl1 rpr·i:;• :; lo."ith for-. ir,r1 

co11t ril>11t ion lo."!iich tllf,dl'.• i11 import -:;11hst it11t inr. prod11ct ion m.iv ;ipplv to 
C<>lh"• rt ro11hl' prof i I:; i 111 o coll\"• rt i hi' c111-r..r1l"'." I hrcHlf,h I ht· R1 p11hl i l" 
f.011\"• rt i bl c· <:11rr1·11cv F11nd at .1 ;1q',ol i .it I'd r.it 1 ( i _ , .. .it t !lt' mot"<· f ;i\·011r:1hl 1· 

comm1·rc i a I r.111 ) . l'rt·!;1·11t Iv ( Ftlir11.1rv J 'l'l.l \. t hi C:ommi 11.. 011 Fo1"t· i 1',n 
( tl\"t·sl m1·nt of t 111· :·Ii 11 i :;tr\· of Eco11omv ;ind Fi 11;i111·1· ls clr;i f I i llf, .1 i ilW 011 
<"011c·1·:;:; i 011:; .Ille! r1 111 .i:; .,., I I .1:; f 11rt h·· r .1m1 11drn1·nt s to t ht i 11\·1 st m1 111 
lq•,i:;Ld io11 1.:hid1 m:tv :;non ti .. p11t into forc1·. Con("( rr1i11r. th .. p;1i-t icipitl ion 
of for1·ir,11 i11\· .. stor:; i11 pri\·.11 i7.it ion il11 1wrt.1ini11r, /',t1id1 I i111·:; of lkc1mlH r 

!'I'll 1·11co111«11'.•' • llf,df,l'ln« 111 :. in m:mv f i1·ld:;. llow1·\"1·r. i11volvc·ml'11t int r:tck .ind 
c.1t1·ri111; :;,n·ic1 ... .111tomohil1 tr.m:;port .me! :;m.ill t!!l1·rpri:;1·:; 111·c1:;:;it.1t1 



p.ii-! i Ci p;;t i<>!I i II ;; 
i 11·•· st ,11·s i 11t • 1-. st• d 

p1·1><·,,;,- ,,f ,·.imp.titi\·, !,iddin,-_ :·!,,r. 

ill thl ;;.·1pti:'il i<HI <>f Sl.dl fn<>ll<'r•'l 1' S. 
bt-c..)k;.:1· .. if~t· fi:-ms ... ind l.11-f,t- tntt.·1·p1·i:-;t:..; f .. tct ~·t i·t.tin rts~1-i ... -~ 
r.snicip;;11ts ill l'l°i\:;;ti::.d .11r.:·p1·is.s h;;\:l l<l oht.iill ;; 
Russi .i!I F, d, Lit i <HI l ·ornrn it t, , <lit F•, 1·, i y.11 ! 11\"t "l ;n, nt ". 

I I l)!.t i:·.r1 
i :·,,m th, 

Pt It, r 1·t pub l i c" h;,\·, ;;l sn f ,, 1·m11 Lit, d 111· .ii-, pi·, :'t 11t I': d r.d i i I!~-. I.;...-s .in 
FP!. Kazahkstan p1·,1m1dr.••t•d ;; l.;i..· 1>n !111·,:r.n in\-t:'tm<t1t 11; T.,:1:;.,i·,- ]·•·'\ 

p.-1·mittinr. f,11-.-ir.11 i11\·,1l\-.m,nt i11 pi-.1cti,·.;l]\.- .ill s • .-1,11·s ,:-;,·.pt f.,1- th. 
m;1n11f.1ct111·, of di1·.-ct miliLtt_"_ p1·,,d11cts. \o r.st1·i,·tinr1s .:~ist 1o:i:!: r·,f,.,r,I 
to th• ftH·c·ip1 oi.-n•1·shi1• sh<il"t· T;;:-: h11licL'I.-,; ;;1·, ,>ff,r,d fp1· tin "".i-,­
pnl\·idtd th.- fo1-.-i~:n st.;k, <·:-:c •• ds l1l p•r c.nt .;ntl is l1icd«i i!1 "n' ·! 

St·\.·t--1- .. il Spt.·cifitd pt·inrit\.· industt"itS. ·,:hilt. in p1·in1..·irlt tfit l"tr.1rri.1ticitl 

of profits is p.-rmitt.d. th.- m<tl!lltis !•' b, ;1ppl !,d fo1· t !".il!Sft rrin1. ;.,,-,,] 

CtllT<nc'I.· ,;;rni:1~:s .11·.- nc>t cl:.>t-1'-- st.it•d. \11 p1·n\·isi1H:s .l!-, '" h, !01111d 
co11c<·n1inr, th •. 1cq11isitim1 ill· 1,;;s, nf l.;nd h-...- fnr. i_,·,11t 1·s_ 

Tht first f 01·, if.II i m.-.-·st mt nt l.;i..· p;•ss«I b,_- t ht p.•i-l i ;imlltt of Belarus in 
\o\·.-mh•·1· lQQl .tdopts ;1 b1·,1;;d d.-finit i"n ,,f !01·, ip1 in';, st mt nt tn inc!:td, i 1int 
sharcholdin[,S i..·ith B<·lan1s l<·r.al tilt it i,s .iml incli\·ic\11.;ls. tht ,;cq11isit i•m nf 
•·nt•1·p1·is.-s. ass<ts. st<Kks. sh;;r,s. bllmls. "f 1·ir.h1,- ''' tts• !.•mi .• nd ,,rL,r 
nat~1ral rc·sourns <tncl of oth .. 1· p1·nptt"t\· 1·ir.hts. ·,:1it1· .. ;s .• II f,,r,i~.,rt 
in\"t"·stmc·nts ha\·.:· to h.- n-r,istc1·cd i.:ith th.- St;;t, t:ommitttt •Ht t"r' i,.-,r: '"''n"n:i.· 
r•·lat ions. pl't-mission from th( Council llf :-tinist• rs is to ht smtf.ht if f.,r, ip1 
;;ssct inputs c-::c••·d ~()mil I inn 1·nublt s .. \ltlllHt~J1 in pritwiplt ;,I I s"·1,•1·,- .i1·, 

op<n to forcip1 in\-f·stm.-i1t. ;; sp•<·i.tl pfTrnission h;;s to b.:· .. bt<.it1t<I tn1· 
c•·rt;;in ind11st1·i.-·s a list of i..·liich is iJ,in~-, p1·,p;;1·,d .:t p1·,,;,nt. ·,:irh rl .. 
E·XCf·pt ion of bank i nr,. i nsttl"illlc't .tml ot ht 1· f i n;;nc i ;; I s;· 1·\· i Ct s i.:l1t rt t !1t f • •l"t i pi 
pa1·tr1"1· is 1·,-.st1·ictHI to;; minor·it': position. in u-11ti-.i1 .i lllil fllt"ti,>·.n 
ci.-n£·1·ship is alio...-c-cl. lloi..·f'-•l-. tht p1·octd11r.s !01· tst;;blishinr. such :.;tilt 
forl'if,ll \"t!llll!"f·S .trt· Still pcndillf. T!1t l.i...- ;1\S1l fot"tSttS fis1·.i\ in1'tl!!i\t:; 
in thC' form of a thn·•· \"E·a1· ta:·: holic\,;\- for· joint nnt11r•s i..·ith ;, fn1·,ir,n 
sh.11·E of th" s1<1t11to1·"- c;1pital .:-:c"clinr. ~111_ ln ;;clcliti"n. 111. 1.,:-: 

!"f-Cit1ction is f,l-,llltf·d fo1· itl\"t·Stm(!JfS ill tht p1·jo1·it'I.· iil"t<iS to ht c\tfiti.c\ f,,,­
tht· lltXI thn-c· col!S(C11ti\-, \·c;;1·s. Th, 11111· .. st1·ictt<I 1·tp;.tr!.i!i11n nf l'l·.,fit:; 
c·an1t·cl in corn· .. nib!E· cnn·•·!lc\· is ;,\sq f,llaLlllltid l1.i\·i11r .. hni.:t\·tr. !tss 
cla1·it\· i.:ith 1·Esp•ct to th< 1·a11sf•1· of ,;;rnittf,S in !"'·;;\ <'t1r:t1t<''-. 
l'nn·1·taint ic·s n·miiin conct·nii1:», tht .1np1isit ion. ! .. as• or u~.;, of L111cl_ 
illtho11r:h a f,(·ll•-.1·al pro\·ision r,naL1nttts ;, l•r . .il rq·,im1 1111 ltss f:n·"11i-.d>l• f,,r 
fon·if,ll in\"l'Sto1·s than fo1· lklan1s nat ion;i\s. !'.;!"! icip;;t io11 of for• if,!lt rs in 
p1·i\·,1t i:'.(·cl (·1111 rp1·is1 s is possil>l1· onh· on ;; s11bsidi.il·,- b.;:;is. i _, _ v:l1t ll 
onr,oinf, pri\·;t1iz,1tion projc·cts cam1ot IH compl(ttcl cll11· !11 fin.;11ci;.J 
cliffic11lt i(S 01· onl'I.· aftt·1· sh;11· .. s h;;\·c b1 .. 11 o(f1 rt cl to tl1t comp;;11\·'·; ! . .1111111· 

fon·<· ancl to !hi· comp;l!J\' itst·lf. 

ThE· Cotl!lcil of .. i11ist1r~; of Kyrp,yzstan is:;wcl cl11-i- .. 1s 011 foriif,ll 
ill\"(·Stm"nt in Octohi·t· !'Fil. Tl11·\- cli t i111 th .. l .. r,;il st;1.11s of joint \"• 11t11rt s .. 11d 
orr,aniz;t1io11s clomicil<·cl i11 tlH' R1·p11hlic's t .. rrito1·\· . .incl tlu prcw1cl11r1:.; for 
opn1i nr, and 01H'rat i !If, off i c1·s of f or1 i f,ll f i rrns. h.i11k•; .111cl t !1t Ii <"t ns i 11.r . .,f 
"~:poi-ts and impor·ts of goods and s1·r\·ic1 s. Joint n·11t11r1· ;ippl icat ions ;,ri to 
h<· s11hmitt1·rl to tlu· :-tinistr\· of Fi11.111c1 tof,1th11· ..-ith .111 t·-:t111si\'< 
c\oc11m<·ntiltion 10hich i.a. i11cl11cks a ft'i1sihilitY st11clv. ;1 p('1:11it f1·om 1!11 loc.tl 
a11t hor i Ii (·S. ;; f ;1vo111·ahl ,. 1·!'port f rorn t !1t t :·:p1 rt ;1ppr;1 i Sil I nf t ht St .it• 

C:ommittf'f· for E:~lf-rnill Ecowimic Ti(·S (SCEET) 1·tc. Thi· op1ni11,r, of ,lll offic'< 
n·rp1ir1'S ;i11thorization from SCEET ,1y,;ii11st p;1vm111t of l'S$ /fHI. 1'1·r"rni:.;:;io11 i~: 
p,i v<·n to t hns1· f i 1·ms which ;11·1- h1· l i 1·v1·cl ti,_- I hi' R<·p11hl i c' s <tf,l'IH' i I':; to llf' 
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Finalh· .. th• pa.-Iiamult of Ukraine is ctu-rc·ntlv debatinr, a d1·aft tc-:t 
nf its fin·t full fo1·.-ir,11 innstmt-11t Ln,· foll<)•inr,-up and based upon the· La1o· 

on 1'1-<>t•·ct i,..,n of Fnre·ip1 l11\·e·stmo1t of Se·pte-mbc·r IQ91 .. The draft c·ncompasse·s 
th•· pt1·missi<>11 <lf solt· fo1···it:n o.-m1·ship .. national trc·atment provisions and 
f.tl<il"i111t••·S .tf.<iinst natio11ali:-.1tion. lax inct·ntivcs for foreign inv•·stm.:·nt in 
p1·io1·it\· ind11st1·it'S and sp<·ci;il .~conomic :-:ones and th<· protu::tion of 
int{·I I. ctual p1·ope·rt"· 1·it:h! s. 

If. The Baltic Republic.:;' 

Each 8;dtic 1«·p11blic has c-n;-.clt·d its 0•11 forc·ir,n in\·t·stmc·nt 1£-f,islation: 
l.itl111 .. mi.1 in Dt·Ctmh• 1· l'l'1() :md :fa,· l'l'IJ. Estonia in S<·ptc·mbc-r l'l4l .md l.cit\·ia 

in ~on·mbt 1· I ti'' I . 

In Lithuania. f,nn·rnm(nt ;;pp1·0\·;iJ is tK<dt:d for· all forc·if,n i11\·c-stm<·nts. 
imlt·ptmknt 1lf !ht si;:•· or· s.·cto1· 11f !ht pl;umt·d acti"l:itv. ·.;hen-;;s forc·it~ll 

inlt·1·, sis ;;1-. 1mh· al lm••·c~ ;; minn1·itv shan of stat£- stock compa!ties of up to 
'•'l pt·1· c<·nl. S1lm• stcto1·s ;11·, complttt 1': .-Ios.:·d to fon··igners. such as tht· 
cit-ft11ct i11d11st1" .. · .. p11hli1· 1!lilitits and th£· minc·ral and natural rPso11rcc·s 
SH"t<it". Fo1· 1Ji, Li!ttl" .i sp .. ·i.il p•rmit may. ho"'£·\"t·1·. hf- ohtainablt·. 
f"11rtht·J"m11n·. fo1·t if,11 ill\"(·St1ll"S al"t obi if,t·d both to insure- tl1t-ir p1·opert\" With 
1.it:m.mian ir:s<11·;;11ct ·•t,•·rr·:its .illd t .. h.rndl. tlui1· fi11a11ci,1l opc-1-.1ti1>11s 
t·xcl11sin·h· th1·<i11r,h l.ith11;111ian h;•nks. Difft·rt"11t catt"[,nrif-s of tax n·lic·f of 
up t •• tiff•• , . .,ll"s .ii"• st ipul.i!.d i11 th. I.'"'· dt·p•·ndinf, on ti:£- rc·sp<·ctin· 
fo1·· ip1 o•n•·rship shan ;;ml tlu i11com<· am.,1111t dt·ri\·c·d fro111 manufacturing. 
P1·11fits w~1"· bt· f1·,., h· 1···p.;11·iatul: th·"· ,;1·t. hoi..-t·\·c·r. s11hjc·ct to a)/ tax i..-ltt-11 
orif_ill.i! inf, f1·11m i1ll .1<"t i\·itY <::Jiich fi,;s bt·fn f.1-.1ntt·d a ta:-: hoJ idav. l.anci m.aV 

ill l.:1stcl !iv fi1·ms 1.:ith fo1·t ir,11 ,·,;pit;,{ for a ma:dmum of )') \"f·ars 1.:ith !ht· 
1•lot si::•· bt·i11r, I imittcl to Jn h .. ;,ml ) Ji,, in a \·illiif,£· and ii rq;ion's 
•1r,r!nrlt11r;1l .mcl cit·• ;11·•·.1s. ,-, sp.,·t i\·t I'-·. Fin.111"·· 1.:hct"t·as th£· lai..- doc·s nrlt· 
out .;r1\· clisc1·imi11;1t io11 ·•r.«inst f<•!"t if,ll inn·stors. no formal r,11<1rantr·c·s an 
pr11\·idt d .:f,;iinst 11;1t i•>11 . .J i ::;it inrr 11r • xprnp1·i;1t ion. 

In 1-:stonia. ;,s •• f,t 111 1-.d r•rlt· fon·if,11 in\·t·stmc·nt dof-s not n·quirt· 
f,"\"t·1·:::::: 111 appr,,\·;1 I •:-:ct· pt i 11 b:u1k i llf,. !101.:.·\·r·r. t lw f,O\"f·rnm("(t! n·st·n:c·s t lu 
rir,ht t1J chrl\· ... ·ctss i..-h.·1: clf.tm..cl .1pprop1·iat1·. F11rtht·rmorc·. tlw la10 doc·s 
sptcif\· n1itl11·r tltt t.1:·: to b1 lt\"itcl 011 pnifits 1101· ;u1v tax t<-:t·mptions. 
Fn1·1·ip1 i11\·1:;t1i1·s .;1·1 fr•• to 1···mil tl1t·i1· p1·ofits abroad. Tiu·\ a1·c· als:> 
;il101.:1d to ite''lllirt r1 . .I 1st.it• if r1tnss;1rv fo1· 1·:..;1·c111inr, llu·ir acti\·itits ;;s 
s..r lll!I i11 th. ir ck11·ttrs. F11l I r.11.11·;111tt·(S ilf,ilinsl nationalization a11cl 
1-:·:prnpr·iat i1111 i11cl11cli11r, compt 11s;it i1111 ;;1·,. prn\·icft.d putt inp, forc·ip,n and domt·st ic 
i11\·1·sl<1rs on ;,11 1·•11••tl footi11r. i11 lt·rms of o\·t·1·all rip,hts and ohlip,at·ions. 

:\ccorcli11r, ro 1'11· Latvian l1·r,islat ion fo1·t>ip,n invr·stors must S(·f·k a 
f,IJ\"t r11m1·11t I ict·11c1 for 11mkrt;1ki11r,s i11 t :-:ct'ss of US $1 mi 11 ion as Wf·l l as for 
;1ct ivit i1·s 1o;hicl1 m1·1 t n·st rict io11s in tltt co11111ry's l ... 1w on Entn•pn·rn·11rial 
:\ctivitv. Thus lort·ir,11 i11\·r·stn1·s •11·1· 11ot allowc·<l to control c·nt•rpi-is<'s i11 

Thi'..; s•«t ior1 clr;110~; on EC:E. List -'1t·st .Joint V'·11t11n·s ;111d l11\·f·stm.-r1t 
N(·IOs. ~~o. 11 • :·!;1 rd1 J 11'1). pp. I - ·1. 
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t It,- d,- I,· nc• i ndu,.;t r,·. t ht m.i,.;,.; mt,! i ... r; . .r •!:., l t ,!:: · 

;il 1 r, t!l·-.·.ibl t· .111d 1. •1- t"t lit -.·.di! t n.tl ur .• I rt "'''tr.ts 

' .. t '·t-

~ i :---hi!'·· ~:;::1: i ~:, 

m .. itl~t:•,t'Ult."'Ilt. Itt !::ltht".il. h~\'-."t'.·tr. ll!t: r-1· .. ·t.r:t ·rt~: ..... ;,:r.tr· . ..;.~:lt 
c<1mp;uii,·s is .;dmitttd. Lp••n 1·,,·t if•t <>I . .it ··~·f•l i,· .. ! i.·:1 t"r ir:·:, ,.;t!:h ::r ... !ii,·!: 
h.1s t•l includ.-- C():np1·,h,n,.;i,_·, .;nd ,1,1 .• i!td t1.1,·1t:n.1:! . .tt»r; '" .;_, .. :;-::.· .. :::'-; 

bu,.;in .. ss .u1d th•· pl.1n1t<-d 11 .. -.- opt Lil i»n tit .. 1:,,.m,·il "t :-!inisr. 1·,. ,q· .• "i"'·1 .. : t·.­

;ippni11t.-<! institution is Ph!i~~"! t•' t.ik• .i ,\."i,.;i11n ;..;it!1i:1 ',!..-.,_ (i:t !.,• •. 

;ilso st ipul.il<·s tl11·c·E- c,;t.:rn1·i,s ot t.i~: h,i! id,,•;s .imi !'t h..r. s. f'1· .. 1 it" m.,•: h 
frc.··t·l\· :-t·p.ttri.ittd. _\rra\111~: tht in·.·t~tmtnt :·.tt.ir.it1!;..t_...; t!-.!'.·i ... it,! .i!-~ 

mand;;to1·\- cnmp .. ns.1t ion i11 th• c.iSt of t ~:p1·op1·i.il i<>n .;11<! r !1• 1·1·.,mi st r" t "1·. i.>.11 

in\·,~s101·s not t<> hccom .. ,.;11hjtt't r .. tut:u·t \.;;.:,.; ;.:l:i.·L mi1·.L; 1·._,rt !. 
;lttLicli\·, irl\·t·st;m·nt conditions. Fi11.tll'-". ;.:itt1·:.;s tltc ·""111isiti«:1 •ii i.,nd i,.. 
nnt possibl,~ f,11· fo1·,·1~~nt 1·s .• ; !t.iSt cf l.im! is ht in_,-, _,_:-..nttd !->! ..• t" ri . .! 
up to qq ,-.--;n·s. 

Summinf, up th.:- b1·il ~- 1·,\·i.--;.: of c111Tt11! Fill !tf,is! .• r it'!l i;i ,·u-: ,-,,11nt rit s 
it .~m.q-~t'S th.ii ..-ithin .i cl,;11·1\· di,.;,·.-n1ibl, ,,\·,i-.;l! ttlldtll,.\· f,·;.:,,rd,.; ,-r·t.iti:i_, . 

.'.in incr•·.1sinf,l\· lih.:-ral •·11\·i1·011mt11t for fnrt·ip1 i11\·ts!mtllt sip1iti,· . .r1r 
diffc·rt'nc.:-s r.-m.iin in for«• bt·t;.:un !ht· i11di\·id11.d n.t! i"n.;; ,.;t ir;:l.,t i .. :;,.;_ 

Th<s•· diffcn·ncc·s rc-flc·ct distiPc! 11.;tional ;;ppni.H·h.s t<> !ht !·rilt t"rt,.; .. 11 
fo1· F[)l amt. .iccon!inf,h·. th«·: ..-ill h.;\·, im~'li,·.i!i,.1i:; !"r tl:. f11r .:-. 
t:;t-.Of,l·aphical distribution of i11nstmt11! inflo.,.·s. T.;blt 'pro\·idt s .• '..;·:n-11'1 it· 

s111·\·t·\· ,Jf th•· FDI 1- .. ~~111 at i uns tn1t Ii n, d .;bt>\·, . 



T~le 2: Synop:1: :ocp1!3:1on of f~:eiqn d1:e:: inves::ent :equl3:1ons in Cen::al ard Eastem European countries 

-------------------------------------------------------------------------------------Res:: 1c:1ons 
on Poss1b1l1:y Part ic ipmon 

l.l• on io:e1gn 5e::o:~ TH and :epa::1a:1on of in p:i'la:md 
!n\·es~en:, da:e :WT1e:sh1p ~p:0\'31 ;losed Respons.ble fl~~l of prof 1:s and lnvement land enterprises 

:0111::y of ent o: :e:ien: :es::1~1'lns :equ1:ee :o ft! au:ho:nes 1 rr.:en:1 ves ;:ap~I ::ansfer quaran:ees acqu is 1: ion poss 1ble? 

---------------------·------·-------------------··-·-··---·------------------------------------------

~fP. :CE!E:":ll! So :llly io: so. ro: Relem: 'ies ~10 Yes P:inc1pally Ctlly 'iith reqa!'d 
~ooe ·01n: 3lllkl l'il rede:a 1 yes, but :o large-scale 
\1 J~i. im .. ven:u:es spe:1al ~.in1s::y aro unce::ain· ente:ii:1ses 

'il:h s:a:e l 1:en:e Czech ISloval:, :1es. under RLa:qe-sca le 
en:e:pses. :equ1:ed. ~in1s::1es P:1vatization 
:\11 o:lle:: of F:iva:iza:1on >,c• R 
Req1s::~:1on 

111 :h :ocpany 
Req1s:e:. 

~.ll~i:y Fo:e1qn ~ So So 'ies. Eq~l So Yes 'les ¥es, a~:oval ty 
Inves:::en: A.:: ::t3ttent State P:oper:y 
\1 Jan. BS~'; of do:res: 1c Aqency required. 
Alle!Ml:ien:: ard fo:eiqn 
l Jan. 1991. comianies. 

Pobrl! io:e1qn So So, excep: So, unless .Ally to: ¥es so Yes, bu: Yes, if ~rmi~ Yes, up :o 
!11\'es:Jen: for speci· econoauc, ac:i vmes procedures ot~ined :MXiCll: share of 
Lav ! 14 J 111e fled ac:1- 3ecU!'ity or needing a for from Ministry BO per cent. 
m1:. Vl :ies; defence penii:: coqiensation of ownership 

all other: i nte:es:s Ministry of not l'ransformtion. 
:eqistmion a:e (Nnerstlip s:ipulated. 
wi :h Polish endangered. TmsforlM :ion. 
::Osercial 
Reqister. 

~lqi:U Lav on ':he So No, excep: Cllly for Yes No, upon Yes, but no No, land lease Not precisely 
E::nmlic for activities application standards possible. knOllll. 
A~ivity specif led needing a 'iith National specified for 
of Foreign ac:1 vi ti es: liceoce: !lank. dete!'lininq 
Persol'6 ' tbe all o:her: ColU\ci l of il?lount of 
P!'o:e~ ion of :eqist:ation. Ministers or co~ensa ti on , 
ro:eiqn or~an author· 
Inves3ents ized by it. 
116 JiUI. 1992: 



Table 2: Synoptic compilation of foreign direct investment requlations in Central aoo Eastern European cour.tries 
(continued) 

Restrictions 
on Possibility Participation 

Llv on foreiqn Sectors Tax and repatriation of in privatized 
inves3ent, date O~ersllip Approval closed R.!sponsible fiscal ot profits and Investment land enter pr is es 

::0111try of enf orcuent restrictio~ required to Fill authorities incentives capital transfer quarantees acquisition possible? 

Roauia FO!eiqn Invesaent lb Ye~ No clear- Romanian Yes lb. Local currency Yes No, lam lease Yes, up to 11axi1111111 
Lav (J ~:il 1991:. cut criteria ~velopnent earnings in part possible. share of 70 per cent 

for investment ll;ency as only. held by State (Nnership 
agency to one-stop Fuoo, approval by 
reject agency. Ro:r.:inian Development 
proposals. ~ency required. 

~ •rurouen:al lb ln general, In general, no. - - Yes Yes Yes, but only on 
veal :h of p:m: iples of no, but residual basis. 
~ Lesgish: ion on special 
den: Foreign Investnent • licel'6inq 
S:ates 15 July ml) roles -possible. '"' 

Russian Lav on Foreign ~ Yes, for No. For banting, ,mittee Yes No Yes No provisions Yes. Certain restri:tions 
Fede:a:ion ln~·es!Jen: foreign stake il'6urance ard on Foreign but lard concerni rig I arge 

11 sep:. im: exceeding other types of Investlm!nts lease possible. enterprises. 
mm activity to be 
Roubles; def ined, spec ia 1 
registration licenses 
vi th Ministry reqllired. 
of Finance. 

3e ll:us Law on Fo!'e 1gn ln general Registration ~o. For certain Yes ~. Llncleu Yes, but :Jse of land Yes, but only on 
I:westlell:s no, excep: vi~ State yet unspecified with respect issue of possible, residual bas is. 
( H Sov. m1; for f 11\'IOC ia l Co:mittee on indll5tries, to profits in co~ensa ti on but 

se:v ices Foreign special local currency. not uncertainties. 
(' 53\:. F.::ooomic pmission addressGd. 

Relations. required. 



Table 2: Synoptic compilation of foreign direct investment regulations in Central and Eastern European countries 
I contin!M!d) 

Restrictions 
on Possibility Part ic ipat ion 

I.av on foreign Sectors Tax and repatriation of in privatized 
inves tlellt, date Oll!lersbip Approval closed Responsible fiscal of prof its and Investment land enterprises 

country of enforce:ient restrictions requir~ to FDI authorities incentives capital transfer guarantees acquisition possible? 

-
1-azakbs:an Law on Foreign No No, except for Yes, for No. Unclear No provisions 

Inves3ellts in manufacture of investment with respect 
Kazakh SSR direct military in prio1 i ty to profits in 
11' Jan. 1991) products. sectors. loca 1 currency. 

11le Bal tic Rel!Ulllic~ 

Lith1ania Law on Foreign Yes, max. Yes Defence indus- Duly autho- Yes No. unclear Discrimi- I.al¥! lease 
I nves aien ts ( 23 m of tries, pi bl ic rized with respect nation pro- for up to 25 
Dec . 1990). Law on state stoc~ utilities and government to profits in hibi ted. No years; plot 
tbe Frohibiuon & coqianies. :ithers. agencies. lo ca 1 currency. guarantees size limitoo. 
Res~ictioo oi 5\ tax on re- against 
spieres of patriated earnings expropriation. 
Activity for if use has been 
Foreign Invest- mde of tax 
men ts I 2 Mil y holidays. 
1991). 

Fstonia Foreign No No, unless No, but State body Neither No. unclear Yes Yes, if 
Inve:;tment Lav in banki~ government appointed profit tax with respect necessary 
(r Sep. mi) or other reserves the by government. rate nor to profits 

specified right to clooe incentives in local 
areas. sectors to FD I. specifi~. currency. 

Latvia Foreign No Yes, licence No, but no for- Council of Yefi, profit No. Unclear Yes Ho 1 only 
Investment Law necessary eign control l!inisters or tax rate oot vi th respect land lease 
(5 Nov. 1991) for invest- permi ttoo in special specifioo. to profits for up to 

aents - over military indus- institutions. in local 99 years 
1 an US$; tries ,mass-ll!dia, currency. 
- in activi- nat. ~ocation, 
ties restric- 1atural resources, 
led by lav. fishi~ I port 

management. 
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Iv - STRATF.G I F.S AND DF.n:RH I NANTS OF Fl> I IN c1-:NTRAL AND EASn:RN EUROPl-:AN 
COUNTRIF.S: A FIRST ASSF.SSHF.NT 

A. Investment HotivPs 

Th,;·,. ;n·, t h1·,, h.;si c nb jt·<'l i \"ts I <>r 111.antd ""t 111·i 11.>., t!!, rp1·i ,._, o: r" in•:, ;;t 

in l"EE L'LHl!lt1·i,s: (:•)tu pt·nttLi!t d1i•.1tstic n;.;rkt's. 1hl r ... ,..:r .. hlio-:!1 .; 

p1·odtt<'l ion bast for St· 11 i nr. to t In f onnt 1· l::-IL\ «llt!l! r i's ... 11d ! ,. I t" S• t ttp 
a :'1·uduction b;1st f<11· t:-:po1·tin~; t<> \·:tst,r11 :n.;rk,ts. ·,:irh rh, ,· .. Jl.,1·::, .. f 1h. 

C1-'.E:\ and tht s....-itd1 tu hard ctttTtrll·\· s;·ttlunt11ts. ,.hjtt·ti\·, 1hl Ii."' ].,;:t 
impo1·t.1nc.:· LH- f,Jl-.:·ir.11 irl\·•stors siiH't ti-;1<lit i<>11;d m;;rk, t c•J1111tc·t i•·ns .;:·, i11 

th.: proc,ss of ach·;11ictd ,. •sio11 and hanl-cutTllH'\. 1· .. 111irtmtnt:: st! ti~.lit 

limits fu1· .:·xpo1·ts to othtT Cl::E cuuntrits. 111 111;;11\· ,- .. ,,,,.;_ Sdl•S t .. d<11i11::ti1 

ma1·kt·ls must bt supplt·m .. n•c-_i i.:ith •:-:pn1·ts t<> ....-.sttrr1 m.tt·k,ts 111 .. nl1r t•> 

~;c·rH·Litt: hanl <'ll!Tcnc\· 1·t·1p1i1·ui io1· I i11;;n,·i11~~ imp<>rt.d p1·11d11ct j,.-, irq•11t s. 

(;(·nt:1·all\· it appf·a1·s th;;t fo1·, ip1 i11\·,sto1·s ...-h,1 Ji.;\·• till• r.d i11t<> j1•i11t 

\"t·ntun agn···m•·nts •.:ith l:EE p;•rtn.:1·s Llr ...-!Ill han s.t lip ._-i.·>11\·-··•:r;"I 
s11bsidia1·i(·S art'- pr·imaril\" targtting dtHm·stic m.;rktts. ln th, sh111·1 n111. hir.11 

monopol\· p1·ofits :il·c· P:-:pt·ct.:·d from joint \"tnturts .,·i:h ].w.d <"••mp.;11its .,;Jii,·h 
S£·1·\·c· th(· i.:holc· domestic. and in sonn cases t\·,11 th• ..-h.ilt funn• 1· 1::·IL\ 111;;1-~:. I. 

In t~cncr·al. nc....-1 \" £•st ab! i sh<·d \"(·lit 111« s. b;;s.:·d 1111 s11p< ri coi· ._.,st, n1 t, ,·hn<ll "),\ 

and manar,(·mr-nt capabilit i.:s. can oftt11 t·Xpc·ct to rapid[\· captlll'l J .. q" 111 .. rL, t 
shan•s. Spccificdlv. small comp;rni(s ._-hich c.;11 l"t.&ct fl,:.;ilil\- .. fr,11 Ii,;\·• 

ath·antag£·s o\· .. 1· laq·;r- .ioint n·nttff(·S i.:hich suff(·r f1·<Jm.;clmi11istr;i!i\·1 i11.1·ti.i. 

011 tlK othc1· hand. thtrt· .in a 1111mht·r 11f t·:-:ampl<s f11r J.;1)-,• \·111t11r1s v:hi··], 

Wl·t·f· ab1£· to (·~:plGit thfir stronr ... 1· b,11)-,ai11inr, p<•sit ion in t1q-.11t i.tl i11l, 
f;1\·0111·ablf· contr;;cts with ~;o\°t·rrunvnts and lo<·al comp.i11i.:;_ 

In thf· lonr, rtlll. till markets of ti)( C:El: c<>1111t1·i·s ,,ff,1· tr•m<11d"11'.; 

oppoi-t1111itics. Thl· polt·nti;il p111·chasi1J{", po._·,.r of tlt<s< m .. rbt'.; \·:itl1 ,; t"t .. i 
numbt·r of approx. 100 million co11s11mcrs .iustifits an (;id\ prfs11w• nf f.,r, ip1 
companies. Thl· (11turt pot(ntial clqhmls. ho\o."t\"<l-. '''l th1 p.1<"• .;nd ,,1w1·•'.;:, ·of 
th( S\"Slf·m t1·ansfonnatio11. Tlu1·cfo1·c. most fnr•if,11 tn\·1stors l<11<I to fo1J]1>\·: 

a "foothold s11·at1·r,v" with .i .-;111t i<llls commit1m11t :i!ld.; v:.iit -.111d-~"' . .tt it11d• 
This is c](·ady rt·f!Pcl(·d ill the stat isl ics Oil joillt \"tntt1ns pr1st·11t1d .,Ji.,\,. 
Tiu· Lipictly r,1·owinp, lllllllll(·t· <lf ru....-lv tSliiblislHd jo;111 u11t11r.:; .;nd tit< ~;111 .. ll 
and <·n·n dee! i11i11r, a\·t·l"iif,(· siz1 of :IH· st;1t11t<>n· ,·.;pit.ti ;i1Hl !1>1·• i1-,i1 
co1111·ib11tion shnv: th<1t for1·ir,11 in\·1stors r,11Hr:1llv h:1\·1 1,r .. 11 i11t.1·.:.;I in tit. 

cm<·rginr, marb·ts. vi·t ha\·1· b(·comc in<T<·asinr,l\· ca11ti011'.; cl11ri11r. llH List,,_.,, 
\'(·a1·s. Most fot"<·ir,11 cornpani(·s app:ir111tlv •::llll to ht p1·1:;1nt I<• 1:·:plc•r• .t11d 

sc· i Zf· pn·sc·nl ;incl fill 1trt· opport 1111 it i ( ~; ;111cl. i 11 soml <".tSt s. Io i 111 tudlll't bt;t11d 
11ame·s. while at the· same· tim1i11\·c-sti11r,011!\· :;111.ill <1111<>11nt:; t<> 111inimi.:. ri:J:;. 

111 L1ct. m;1nv of t lu r i !"st [',t·rH·r;1t ion joint \·t 11l lll"!·S .iiminr. di hir.!t .111d 'Jllid: 
n·t 11rw; W(·r1· S( 1·i 011sl v 1111d( rcapi t ;iJ i ;'.1 cl with ltir,h r.< .1ri 11,-, r . .t i <>'.; .ind •n11'. 

~;m;tll portion of tl11· 11omi11;tl c;q>it:1l p;•id 11p. 

011lv ;i 111i11oritv of wc·st1·r11 comp .• 11i(:·; inv1~;t in tTE ,.,,1111t1i.:; .111d 

sp(·cif ic;il ly in th1· CIS to 1·'.·;t;il>] i'.;11 :i low-cost ma1111L1ct11ri11r. l>.i:;< for 1:·:J><>rt:; 

to wc:-;t cr11 mark1 ts. 111 :•onu· c;1::1 :; . :i c1rt;ii11 pr"l'"1·1 i "11 .,f pr"d1wt :; i :; 
<·xport(·d to w1·:;t(r11 c0111itri(·:; in orcll·t· to nH1t hard e111·1·111ev rc,111ir111H·11t:·; <>r 

to ;1ccommc,,l;1t c t lw 1111·ds ;ind ob j(·c·t i \·1 :; of t lu domc-'.;t i c p:irt ru r:;. ll·•lo.'< \·1 t. 
wit It th(· bi lat( 1·;11 ;issoci;it ior1 ;igrc1·m111t:; b• 1....-1·1·11 lh1· FEC: ;111d l'ol.111Cl. the CSFH 
and l11111r,;1ry comillf, into f"rcc- by ]'I'll, :wc·1'.;:; to th1 ccom111"11111.1rktt will I" 
rnori· or l(·Ss 1111r(·s: rict(·cl ;111d 1·:·;port ·01·i1 nlc-d m;i1111f;1cl11rinr. 111.iv h1c·orru mor1 
;llt1·;1ctivc· ill tlu·:;1 1·01111tri1s. 



' 'I 

i11 "t'l' r t ,, t·l.d i.:, Ju,,.,-, r pr<>d11ct i•'ll C<>st s. p1·ud11ct ion pl"t>Cl·SSlS 1:111st 
IJ, 'it Ji,·1· hi~·.hl ,_. l.ilJ<>llt·- i 11t t·11si ,., .111d:t•l· 11s.- dtt .ip dt11t1< st i c.d I\. •ll· 1·, ~",i•lll.11 I\" 
a\".lil.11>1, i-.n-: 111.i!t·dals. Hu,,.,·l·\·l·1· .. tlth<>ll~',h Ld><ntt· <'<lst:> .1n 'ltuch Jo,,.,· .. :- i11 l~EE 

<'•lltlltt"il·s ,,.,-h,tl ,·,imp.irt·d t<i ·..:,.sr,rn Eur1.>pl· (.1b<H1t <ll1t·-•1ua1·t,·r 011 .i\"l·Ll~',t). 

ll1...-,·1· p1·rnlt1ct i\·it\· p.1nJ,- offslls this :1lh·:mLlf,l._ :-tort•<J\"lT. additiun;;l hif,h<·t­
c<>sts ,if tXlt".1 q11.1lit\· cn11t1·ol. P'''ll- i11fL1stn1ctu1-,• ti<'. put th,• Ltlidit\· ,,f 
tlK lo,,.,--,-c,st .iif,llltl(·llt illtci qut•sti<>ll. l"sin~', Inca! inputs incr,•ascs opt-i-.ttio11al 
u11n·1·t:1i11tit·s b1•:.ius,· of hiy,h i11fL1t i<'ll r.1tts p1·,,-.1ili11~~ in most co1111trit·S .md 
tlw uftf·ll instcur.-· suppl\· situation. '..lcc:1sio11:ill\·. \\."tstt.n1 comp:111ic·s h;i\-t· 
cntt·1·t.d into Jc'lllt \"<·nturt•s to bu\· \_-,··st,·1·11 111:t1-k«t sh.11-,•s nf succ.-ssful 
companies ;11 L:EE countt"it•s (l'.[,.Tllllf,St-am). but qaitc oll\-ioush· this appli{·S 
on!\· tu the \"fT\" fc·\' casc·s in \·:hich such C<'mp.mic·s h:1d .d1-l.tch· :1chic\·,d .t 
com pt t i t i ,.,. t df,t· on ._ ... st ,. n1 ma rkt· t s. 

B. Determinants and Inhibiting Factors 

J_ The legal framework 

:\s p<litltt-Cl out in L:haptP1- Ill .. :tll CEE cnu11t1·i,•s 1-c\·ic...-t•d ha\·• 
introduced libt·1·c1l fo1·,<g11 in\'t.·stm.nt rq-,imcs d11ri11.£., l')l)() and l')C)J_ In .di 
cas£·s. the l,·r,isl<1ti<Hl has 11nckt"[,<lllf· .i pt·u,·css of sc\·cral amendments tc> 
furtho- libc·Lili::t• it i.:ith n·spt·ct ;o ,1ppr,n-..1l 1·,·q11in"'mcnts, 1·ii:;hts of 
c.·stabl i shfll('nt. 1·epat ri at ion of profits and t 1·;msf<·1· of capital. as well as 
in\·cstmc·nt .£.,Uara11t12c.•s. :\t the sam•· t irnc. count rit·s such ;;s llung:11·v. Pol and dlld 
Bulgaria ;:hilc· r,~laxing rq;ulations 011 FD! h<..l\"c panl\- withdrawn fiscal 
inccnti\'PS. Tht co;1 tin11ous chang<·s in fDI L1ws 1-,.flcct a g1·0...-ing undc-1·sta11di11~~ 
among thc·sc countries that FDI n"'girn,•s ha\'( to hf· tksig1wrl in a wav to create· 
a fa\·ourablL· busin· S'. climate for fonip1 u1tc1·prisc·s. It mav bt. c>Xp(ctcrl th:1t 
with tlw p1·ogrc.·ssi11g t1·ansfo1·rnatirm towanls a m<lrkc·t f·conomy tlw still 
l'Xisting suspicion of capitalist co1·pol"itt ions. th( fc;i1· of beinr, rlominatc·d bv 
fon·ign cornpanic-s, and th(· i11exp(·1·iu1cc in ch-al ing ._·ith co1·poratl' \'Pntu1-C's in 
a ma rkc· t CII\' i ronrnc·n t w i l l g 1· adua I 1 v f atk . 

Tlw no: lq.;isl<1tion has not onlv intnidttcl'rl lihlt"<il n·girnc·s. it has alsc 
cn•atcd a mor( ti-;rns1•a1·cnt f1-ilm<·\\."01·k and bcttt•r dt·finc-d ntlc·s for thl' 
act i\·it if·s of forc·ign coq)()t"at ions. 

Thf' Czech and Slo\·.ik hcic-1«1! Rcpuhl ic. Poi and and llungarv prcso1t Iv have 
tlw most litw1·al lq:;islat ion 011 FDI ...-ithin thl CEE count 1·il·S. For lXampl0. 
01.Iy thl·sc· thn·•· cotmtl"i<·s ha\'(· liftt·d all 1·r·st1·ictions 011 th(' 1·c·mitta11r{· 
abroad of urofit~.: r·an1cd in local ;i!ld fon·if,ll c11rrc·11cit·s ;1nd capit;il 
orip;inal ! ,· i11\'t·Stt·d. Most t\'pcs of fon·ig11 ill\'(·stmo1t do not rcq11in· ii p('t-mit 
;my rnor(•. Onlv thl c~z<'ch and S(n\'ak F~·dcr:1l Rl'p11hlic maintains p(Tmit 
rc·quin·m£·11ts v.·h(·n· th<· doml·st ic p;ii-t11<'1- is a stat(· <·11tcrprisP or th0 act i·,·ity 
of thl· \'l!lt11r£ is in banking. 11<>'"-'f\'('l-. ii 1111rnlH'1- of Wl·aktwSS('S !"<·main. Tiu· 
Polish fon·ir,11 invl•stm<nt ];iw nf .l1111c- lfJfl], fo1· (·xampll". i11t1·odtH'C•d tlw 
rPrp1irC'rn1·11t to obtain ;i pl·rmit if :111 itt\'(!;to1· Wil!lts to t;1k( o\·l·r tl1t pi-clp£i-ty 
of ii st;1tr -ownC'd cntc·rprisl" R1·st 1·ict i\·1· r£·g11J;1t ions <>II fon·ir,11 take -ovc·r of 
state· 1·nt1 rprisc·:; ;il:;o in othl·r <'.EE <'011nt ril·:; impC'dc· tlH· pan icipat ion of 
for(· i r,n corpori1t i mis i 11 t h1· pri Vilt i Zill i <H1 pn>r,ramrnc·s. Ot hc·1· w£•ak11<·ss1·s of t !1<' 
Polish (;iw an· th1· ];ick nf ;i lq~isl.it ion l'n.1hl i11r, for1·ign itt\'(•stors to ;1cq11i1·£· 
01· Jc;1s(· Lllld owru·d hv thl· statC', itnd ii ];icking cl£·fi11il inn of p1·i11ripl(·'.; ittHI 
proc1·cl11r"s f,;:· th1· p<1Vrn('ttt of cornp<'!iSdt ion i11 c.1:;1· of nat io11;1] iz;1t ion. 



and th, Baltic R•:·p11blics. ha\·,. ;;\so Lit1t1d1.d .; lib,i-.d J,r,isl.ilioi11 u11 FPI. 
tht•\· ha\·l-. rct;iitll·d impoi-tant n--s11·ictio11s. TIH· maj,ir shortc,Hninf,S ,,f tht 
Bulr,a•ian 1a1" arc tht" llt"C·d for an i11\·tst•>1· tn s11bmit .; f,;;sibilit\· st11d'-·. th, 
lackinF, standards fo1· tlH courts tn dc·tti-mitH thl· a11101111t of <'•>mp,ns;ili<lll in 
casr· of national i:..:at ion. and tlw n--st rict ions <lll land m.:11• i·shi p. 111 f.;ct. t It, 
lattc1- 1·t·st1·ict ions ....-hich. hov.·l'\·c·r. an· n--portl·d to ha\·,. 1>.,11 S<Hllt·i.:h;il nl;iXt·d 
in the· BC'"" Jamlilr\· 1qq7 FDI lav.·. pnn·idl· a f,ood ill11str;ili•lll fur J,r,.;I 

obstaclt"S C'ncmmt<'rcd l)\· forl'i!~ll i11\"t"stors: 

The· Forc-ii;n lnvC'stmc-nt :\l'I f·xplicitl {01-b;ds fnnir,n,·-rs ;md .J•lllll 

,·.-ntun··s lo.'ith fo1-c-ign pa1-t icipat ion to o":n land. The nnl\· opt ion 
is to acquin·· ownc·rship i·ir,hts o\·c'I- buildinr,s ,,,-:)till l" 1·i~-,!1ts on1· 
real (·state·. This. ho1"c·\·c··r. n·quirc·s a pc··rmission. and appl icat i<>!IS 
arc· to be· filc-d with tlu- '.·linist n· of Fon i~~n Ecnn<>mic Rt lat ions. 
In tlw mrantim<' (Dc·cnc· of l} t-;o\TmbC'r Fl'l\). this ministn· ....-as 
dissol\·c-d and no otlw1· institution 1r:ith 1"hich appli,·;ilinns ;it·,· l•l 

bC' fil('d ....-ils namt'd. Onr· of the· opt ions fo1- appnl\:;,1 1r:o11lcl be thl 
purchase of hu i ld i ngs i.;h i ch ....-as poss i bl c 1mclci- Co1111c i I of '.·Ii 11 i :·tt 1·s 
Onlinancr· No. Ii} issur·d 011 ihc· ~~1·011nds of [)cent ~o. )(, •lll Economi<· 
Acti,·itv. This ckcn--t·-. i11 tur11. v.·as annullc·d h,· th, .11t1·,· int•> 
fon:c· of the-- l.ommc-rcial I.a....-. so that tlwrc is 110 lq~;;J b;isis fp1· 
pun~hasc-. Fi-om thC' lcr,al point of \·irv.-. 1,.isi11r, of s11itabl. 
pi-C'misC's and buildings facts till" ltast pn,hlems. B11t in most c<1scs 
cor1sidc-rablc funds for n--constn1ctio11 at-l nq11ind. T!H1·,-f,i1·, .. ; 
lcssC'c· would he· interested in a lonr,-tt·1-m contract flit Liv.· 011 
obligations ilnd co11tracts dors. ho1r:c\·c·1·. not allo....- the m.ma~~,-1-s .if 
statc-oi.;nC"d companic·s to sign cont1·;;cts for more· than tin-cc q;;rs 
without the- pC'rmission of the· a11thorit'-· ..-hich ;icts ;;s ,·,\·:tat I-. 

In tun1 th£· 1-cccnt liftinr, of a prl·\·iousl\· applied minimum capiLd 
rc·quirC'rr.·nt of US$ 50,000 1·C'flccts ack110....-lnlhl·mc·11t of thl sir,nificanth· 
inhibiting d1aractc·r of such a stip11lation, pai-tic11larh· i11 \·ic....- of tht :;mall 
ave·t"ilf,f' size· of joint vc-nt11rc··s 1-r·sultinf, frcim tht risk mi11imi::.itio11 strat1,r,\· 
of w:Jst westC'rn in,·fstors. Morc·cJ\·c-r, i11\·csto1·s from othc1- CF.E co1111t1·ils, 
though thC'y do not plav il significant role. ;1r1 often not in th1 pnsit inn tn 

raise· such an amount of hanl c111-i-c11cv. 

Thc- ne·w Romani an 1 a..- on FD I , 1 h011r,h i mp1·0\· i nr. the i 11\·e·s t me 111 c I i m;i t t . 
may be· pC'rcPivc·d bv invr-sto1-s as le·ss f;1vo11rahle· ..-hen comp;1rccl i.:ith oth1 r (°EE 
co11ntrie·s. Thc·rc· is still consickrahle papcr..-ork t•> b1 compl1t1cl in orcl1r to 
p;c·t the iipproval for iT1vc·stmcnt. whill· in other 1·01111tri1s 110 ;;pp1·0\·;;] i:; 

rc·q11ir1d. Rc·strictions 011 tht· rcp;itriation of local n11·r1nc\· lilrninr,s. 
altho11p;h the·y milV provc· not applicable in most cas.:.;, mav hi p .. rc1i\·,d .1:; 
dc•tc·rr<·nt part i c11l arl y i 11 vi e·lr.' of the· more Ii b1·1·;iJ I 1 f,i sl al i 011 i 11 l11111p,an· 
Poliind and tbc· Czc·ch and Slovak F1deral Rq111hlic. 011 th< oth1r· ham!, fi:.;1·:il 
incc·11tivc·s arc· q11it1· a111-;1ctiv1 and compar;1blc to tho:.;i offrr£cl in lh111r,;1n'. 

/\!so in the· former SnviC"t l'11io11. th< Iq-,;il :;v:;tlm h.1:~ 1111d1rr,011t .1 
n·vision proc('SS. lndivid11al <·nt<q,risc·s hav< r1cciv1cl more i11dtp<·rnll11r·, to 
conduct thc,i1· h11sinc·ss. D11C" to tlli:; proc1:;s, th1 import;im'< of co11tract11.-il 
n·lat ions be·twcc·n c-ntc·rpr-isf's incl11di11r, lr.'ith fore ir,11 comp;111i1 :.; is I ik< Iv to 
inc1·c·ase· and thr· nc·c·d for clu1rc·r. more fl1:-:ibl1 and p11hl iclv ;1\-;1il;1bl1 nd1s 
to p,ov<n1 comm1·1·cial cond11ct is hc·cominr, mot'!· prts:.;i11r,. 111 th< :-;amc ....-;iv . .1 

procc•SS of dc·Ce'lltraJization of i<f,ill W>Wc·r from tlu· \lnioll l<·\·cJ to th<· 
rc·pnbl ic lcvf'I has tak<·n plac<' which ha:.; ru1ch1d its 1·! im;ix 1"ith the col l;1p:;c 
of the· !Jn ion and th<· format i or1 of t lw CI S. Tiu· pron·ss of d1'<'<"llt r;1 l i za I ion h;i~; 
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1·1· •. .r"! 1·111t!11si•nt r·~· .. ;rdi11?·· tltt I.,.-.. il ,.11tll<>rit,· .it1d ;ippl i1·.diil it\· "f !tdt r..I 
!..• .. st.tit ! ...... ind t\·,11 m1111i1·i1 .. ,l 1>r r,t·.ill11.il Li1.·. Tht Li1o.· n! th. (it\· uf 

(..-11i11?·y.id Ith>\.: :>t f'tttrs!J11ry,l ,,-,,1\·trllillf. tht 1·ty,istLi!i,Jll nf jnillt \"tlltlll.t 

"I'' r .. t i.•11s .,.·ithi11 th1· ,·,i11f in.-s .,f th.it 1·it\· s. 1·\·t·S .;s ., pr<Htii11.11t t'.,.implt. Tht· 

I.ii\ ,·,11tlli1·ts 1o.·ith th• 'i!'l'!ic.,bl, t.dtr .. 1 .u1d rtp11bJi,·.m l.ilo.', .111d thus p1is.s 

difti,·!rlti,s t"r !h•tt11ti .. l fllt.tif.11 i11nstu1·s in th. cit,· 

It is still prt1a.i11trt· Ill jwl,1·.• .. 11th. m1isl 1·t,·t11l i•):isl.ilion 1111 FPI "t 

th. i11di,·idu.;l 1·.p11hli,·s .• s th, p1·1H'tS::> u! d,,·..i1t1·.;Ji::.ili<lll ts still urnt.-1· 

v..i\. Th, .:-:.iinplt· <>! tht· n·r\· rt·st1·i,·tin l•y,isl;ili•lll 11f K\Tf.'·::st.ill sh<11o."s. 

lt,1v.·t \"t 1·. I h . .t S<llllt tif I ftt· 1·t p11bl i CS lll;i\. h,;\·t I \J f,O t h1·ot1f.h I h.- SdlDt· !ll'tlCt·SS 

,if t ri;il .ind •·tTnr th.ti Ir.is ht •II .i ch.1i-.1clt·1·ist i,· of th•· cont i111w11s n--,·isi•m 

pr,,,., ss .it Liv:s i 11 t ht •>I ht r 1TI·: ,·,n111t :·i • s. 

1·t 1'11bl i,·s. simi Lit. ,·,.11sid .. 1·,;1 ions 111;i\ .. ip 1>]\·. 

i 11\·, o.;t •.rs 111.i\. 11<>1 lit<"• ,.,s.t1· i I,. sh\· .iV:,i\. f r.>111 

l.iv.:s. tit, dt·sir.·d inti"\' •lf I.ii·~·.· irl\·,·stm.ri. 

tli• 11 •. ;1· f11t11r •. 

·.: i th n f,ii rd t <> t ht t 111·•·•· B.d t i ,. 
En·n t ho11r,h i 11 p1· .. ·t i ct· f 01·, i 1·,11 

t ht· i mpt·d i llf, f t·a t 111·t·s nf t ht i r 

.illl<Htllt s ma\· not m.il t· r i a Ii::. i 11 

-\11.itlt,r l1ir.hl' ,-.,1111·,,\·,rsi .. I l•y .. il iss11 .... -!rich i11fl11t·11cts b1Jth th. 

v:i!li11~.11,ss .i11d .diilit\· .it i111.1·.stt·d flll·•·if,11 i11\·,stn1·s tn sta!"I 01· t·:-:p;1ml 

ll11si11<s,. tl1t iss11t .if 1·1·<>ptr!,· rir.hts ts Lil· fr<>m htillf, so]\·.-ti i11 :111\ 

.-11111111·•:. It 1!1. 1·, f,l!·, 1·.m;d11s <'1Jll<'t·n1 "' f,H·•·ir,n i11\·,-.s1n1·s i11 S•·\·,.r.iJ 

r• s1" ,·ts. _\,; 111.111 i1l11td .• hn\·•. P,11lr.·•ri .•. i11d R1Hn.i11i,; (<Htd .ii s<> tht· fonnt·1· Sn\·it·I 

:·;;i .. 111 d,, 11111 .ill.iv.· !1n··ir.11 •lV:rlt:·ship ,if l.md. 'Ahilt· th.- <:SFR am! PoLiml 

m .. i11t.d11"'1·t.iir1 1·, st 1·i,·t i1111s •>II f<>r• ir.11 l.111d .H-.p1isit ion. F,11· m;H1ttfact!1ri11( . 

• 11!• rpris• s !.;11d ""'·r1t·rship i". h•ll··· \·, 1-. .i \·• 1·v impni-t;111t col Li!t·ral !111· 
1llttsiJ, I i11 .. 11ci11r,. f'.irt i,·1d.;rl\· v:lu 11 st.ti• p1·"i" rt\· is i11\·<il\·t·cl. al I count 1·i· s 

<'•HI<, rtl• ci !t.in .;dnpt, cl .1 1·.;1 ht r ,· .. 111 i •lit•; p•il i c\·. p;, rt 1 \. bast·cl 011 I ht· i 11 i Ii .ii 
,:.;1.,ri•ll<'• v:ith .• h11s.,; 1· .. 1·11,· 1i,,·,,11s. ,if tl1t f, .. r .,f ''•·lli11r. 0111 th• most 

\·,i111.ilil1 st.ii• .iSS• ts !11 f:i1·• ir.r1t 1·s. This .ii it wit is m•'S1 t·\·ic!t-111 i11 tilt ,· .. s, 

.,f f.11·, ir.11 1· . .i·1 ici1•.il i<>11 111 11,. 1·1·i\· . .r i.: . .r i.111 pr•1r.r•rn1rn• s L11111clu·d i11 th• 

\·,iri.111s c<l111111·i, s. (),I'• 11di11r, 1111 th. si.: • .irnl p1·1imi111·11<'•· of fo1···ir.i1 .1cq11isit i.,11 

t:-~t.11..;i\·1 li11r1 .• 11cr..ti1· l111rdlts 11 .. ,., !11 b, o\·,1·con1t to b11\· sh.1r1·,., of st.ii• 

('•··fl'!,, ii I i t ,; . 

;-;111 • \t II \..ht II t .. 1·· i(,11 <'llill!»tll\" !1 .. s ,t(·q11i r. d ()1."llt·l'Shi p 1·ir.ht s i II .• 

1·ri\-..t ·:1d <0111p .. 11\·. l"";1-pri\·,i1i·: . .ti1111 ,·!.iims ma\· 1lf1ctiv1h· r•·strict this 

ri1.lrt. S11,·l1 r. st ri1·t i.i11s 1·.t11 b, cl .• ims for r. st it11t io11 or comptnsat ion h\· 
pr• \·i .. 11s 11v.·11· 1·:.;. co11t i 1111 .. 11s ri .r.lit :; "'"'·r 1 !1< pr"pt·rt \. bv t h1· st .it 1· . .111<\ hide!. 11 

li .. iiili't•:; v:l1iclr m.;\· ;,1·is• "11!\· . .lttr tht Sill• of tlu· propt·r·t\·. Tilt 

l•1,isl .. t i1111 "11 post -prr\· . .t L: . .r i1i111·l.iims i•; s.,m,;:h.it 1111cl.;;r ill most c01mtri1 :; 

111 tlt1 r•r.i•>ll. llov:1\·1r. l11111r, .. 1·\· .• 11d th• 1:SFR. for 1:.;;1mplt·. i11 tlu·ir rtc111! 

l1-r,isl.;tio11 h:.\·• r11!1d .. f,.;i11:;1 rtstit11tio11 .illd in f;1\·0111· of lirnittcl 

C<1llljwll:· .. ol i "" t 11 1•r1 \. i .. 11:; 11...-111 rs. :-lost <'!ll1t1l r it s 

th• 1.i···I'• rt'.· .. tr, r priL1t i.· .• ;t i••11. l-'11r 1:-;.1m1•l•·. 
t't pc11·1 .. 11 i 111 • 11d1 d : .. ; j, 11! t lu pro pt 1·1 \. I 11 Sf':\ 

pri\·.it i:· . .it ion. f11d1 m11it it: ... r . .1i11:;1 1mdi:;cl"stcl 

lit 1·.111 i . .r i "11:; i 11 mos! ,· .. :;, 

ma i 11!;1i11 <'£· n ;ii 11 r i f,ht s .,\., r 

in lh111r,.1r\· tht· 11•·...- oi..·111·r 11111:;: 

v:ithir; thrt·t· v.-..rs ;dttr tl11 

li;1biliti1s ;1rt· srdijtcl lo 

:1.11·t.,\·tr. 1111s1rtltd 1·1·"1••rt•. rir,l1ts .ilso .1ff1ct d;iv·to-c\av b11si111:;:; .,f 

r.irt i1.11 ··"mp.111i1 s ()r joi111 \"t llltlr• ... 111 flldll\" c;1s1·:;, till' ll;\fllrt· rd t·xist itl)', 

1•rop.1·t\· 1·ir.itt:; is 1111cJi;,r. :;r1 tl1.!I (• .)",.lt;i:;1) co11tr;icts which ;1rt· 1>011;1 I idt· 

1·01H"l11d1·d m.iv not IH lq',.illv hi11di111-,. 111 tlu .-.1•;1· of th•· forrn1 r Sovi1·t l'.11io11. 

thi:; 1·,.rlu·r op'.r;itio11.il 11rohl1m i:; 1!1·\·.ittd lo .t 11;itio11;il prohl1·rn, sill<'1· 

0;;111 r:;l1 i p r i 1'.ht :; ;1rno11r, t !11· rt 1111h I 1 ,. :; ;1t1cl !Jt" t Yi< 1·11 1 !11 rq111bl i <' s ;incl t lu· 1'11 i r111 

::r1 110! .ili...iv:; r·fi;1r. For i-:-;;,111pl1. di~;p11!1·s lJt"tw.-111 <'• 111 rill, rt·p11hl i<· ;111c\ 



IS 

local auth<Jriti•·s <l\"t•t- tht· ,·,intt"<il .if 

i· ·l·CUt"itit·S amO!lf, fortipt ill\"tSturs. 

lt.illlLil c.".i.tlSt. d 

I 11 summi llf, up. it cm b. cunc l mh-d t h,il t ht· 1. f. is Lit i <>II 011 FD i 111 t ht 
CEE cnuntt·i,•s is nn...- quitt• lilh'1·;d ;md dlltS p1·,1L.il;l\' not p<>St.· .in\· ,ltcisi"" 
obsLicl..- to FDI in tilt-st· C<Hmtrit·S. In th .. t:IS. th• ltf .. il sit11;.tio11 is th•t 
ful i\· st•lt lt.•d. but 1·.-·publ ican l;;1o; is .-xp.-ctt-<I tu fi 11 this ,-.;c•1t1111 ;11th.- lit.it. 
futut···· ~tinor diff .. n·11C•·S in FDI L • ...-s .;ml i11\·~·slml'l1t i11u-1:ti\'tS <tl'<. 

nt•\·ei·tht?lt•ss. likt·l\· tn ha\·•· an impact vn th.- dist1-ib11ti<111 <Jf !or.ir,11 
invt·stmt·nt among the cotmtrit?s of th•· i·er,ion. Ho...-t:·\··-1·. •·qu.;llv import;rnt ;,s 
the degree nf l i bt'ral ism .;rt' nq~at i \·e effects of f l"t•qu.-nt d1a11r~..-s i 11 ;md I .;ck 
of transpat·enc\· of i11n:·stment nil.·s ...-hid1 cr•·att· <i cl imat.- of u11c .. rtai11t\· <111<1 

fostt'r a "wail -and-s••e" attitude of in\"t.•stors. It has also to b,_, b,,1·11.- in mind 
that the lq:,al •'n\·ironmc·nt l-.~1.-\-.·u1t for fon·if,11 in\'t·stcH·s d:Jt-s not onh· 
comprise tlw forf'ign itl\'t'Stment law but also otlw1· 1-.•lt:·\·;rnt L;1o;s such .;s 
compan\· la...-. customs Ia...-. competition lai.". la...- on pat.-nt~ c·tc. In manv cas.-s. 
these laws o\·erlap or art' confl icl ing. In this co11t10-xt. a fi 1·m m<l\·..- to...-anls 
soh·in~ the unsettlf'd issue ol propert\· rights ...-ill ass11m•· panic11lar 
importancf' in tlw immirwnt fut11re in most if not all th<'- countrit•s n-vit· .... .-d. 
Ne\·ertlwlf>ss. in most countrit•s of tht- n·gion. tht- administ1-atiH,-lt·g;il 
conditions h;n·p improvt-d substantial}\· '"hilt.• the busint-ss c-11\·i1·onmH1t h;;s not. 

?.. The economic framework 

More· than the l f>f,a l Pn\· i ronmt'-nt it is t lw o\·c· 1·a I I t·conom i c f l-amt-.,.ork 
which determines thf> st 1-alf'f,iPs of t 1·ansnat i onal co1-po1·at ions and th(· fl n'" .it 
ill\"t-stment to the CF.F. countries. Foreign companit-s t·stahl ish tht"mst-h't·s in th• 
co11ntries of the 1-q~ion both to f'Xploit short-tt.'rm oppo.-t11nitit·S and to ~~·•in 
a foothold for long-term enr,ar,f'ment. Then·fon·. in tht> economic spl1t1-•· 
decisions on in\·est.mf>nt in thPsf· countrif·S an· influf·ncnl hv (I) tlw act11.il 
macro-economic situation and t.hf' long-tE·rm p1·osp(·cts fo1· th•· S\'Slt·m 
transformation: (/.) the major stn1ct111·al ft·atun·s of thf· potf·ntiill host 
pcon0mv: and (1) pn•vailing plant-lt-nd conditions and c~pt-ctt·d p1·oblt·ms of 
tht> f·nvisar,f'd activitif>s. ThPsf' thn·e r,ro11ps of df-lc·rminants an· bt·inf, ck.ill 

w i t h in some· de t a i l bf· l ow. 

All C-:EE count1·it·S ha\·c· c·mha1·kf'd on a transition of thl'ir c·conomic·s 
toward m;irkct-basf·d allocation. Thf· spc·ed of tlw 1-t··fo1-m p1·or,rammr·s. thottf,h 
van;ing f1-om cmmtn: to co11ntrv. t,f·!l(·1·alh· acc1·lc-ratt'd in l'J'Jl. :\s fa1- as th• 
actual !'Cot10mic sit11iltion is concc-nwcl, thl' ti-.1nsitio11 p1·ocf·ss has bt ... 11 
accompanif'Cl by macro-c·conomic instahilitic·s which fo1·m an 11nfa\·011rahl1 
business climate· fell- fon·ip,n invf'stors. Whilt· thf' svst1·m of cr·nt1-;il pl.11111ing 
has collapst-cl. the· milrkc·t-bas(·cl mf'chanisms arc· only hc'ginning to clt·\·1·lop. :\s 
a consf'q11Pncr-, act11al 011tp11t has bf'c·n fallinp; in vii-tuallv all co1llltri .. s 
ccmct·nwcl (sc·c· Table· ·1). Al thour,h OE\.O t'SI imatr·s fo1· l!J'JI expt·ct<·d a p,racl11al 
rc·c:ovf'1-y in Poland, and in l<J<J} also in lhmp,arv, the t·co11omic do1o:11t11r11 m.iv 

cont i nuf· i 11 most co11nt ri 1·s for st·vc·ra I yc-;1rs. 

Altho11p,h the· pi-ivatc· sPclor in tlw CSFR. 1'0L111d ;111d 1!1111r,arv Ii.is 
rc·sponclc-d to t·conomi c re·! orms and apparr·nt I y 1·:~panclt·d st ronr,1 v d11ri n;', I 9'Hl and 
l'l<JI. this was insuffic:ic·nt. howevc·1-. to offs1·t l1't· sl11mp in prod11(·1 :on of tho· 
statp-ownc·d compani«s. Out;••Jt losst·s in l'JCJ() wc·rc· part ic11larlv -;t·Vt·r(' in 
R11lp,aria. Poland and Romania, whi It· in the· formc·r Sovit·I l'nion tlu· d('cl ilH· w.is 
still moclnratt:. In tht· CSFR. ;1 compn·lwnsivt• 1-!'form progr;imm(' w;1:; i1111·ocl1w1·cl 
only in .January l'J'JI, so that adj11stmf'11t took place· cl11rinr, tht· vt·ar. 



T;1bl c> 1: Out put r,rowt h in Cl-:E countries 
(percent ap,c chanp,cs) 

1 •1<111 I <1• 11 l '·l'I.' 

f.11 l f.-11· i .i - (l _,., - I ~ . () - I l _ll 

··sn! 1 il - ' I _q . II - ' . () 1 '. 
llnn~-.:, 1-,- -(1 - ) . ll l .ti l ' 

('., l .i!ld - II I ' I) ' II 1,. I) '. 
R{lm.u~i~1 ! q - l (I . J 

: ·ssl\ ' I I I) -1\ . I) 

_._::_· 

l'ri,·, 1·, forms Ji,;\·, httll L;und1td in all nnmt1·ic·s of tht t"tf,ion. 
th• I.ii.st ''11"; i11 tht 1:15 in .l:H111:il·\· l'l<I_'_ Out to tlK Lll"f,t: monlt.il"\· 
<'\"t.-l1.c11~.- pric< lib•r.ili:~.i!illns h.;\·, fu,Jlul infl:;tion and pro\·okcd a 
ti1-,11t.11i11r. ,,f fin:rnci:;J policie:;_ panicll:.1i-J\· in F111lr,a1·i;;, th• CSFR :;ncl 
Rnm.;11i:;_ On th• 1itlHr h:1ml. "'·•r.• 1·,str:;i11t is an important c-lc·m•·nt in 
suppn1·t i n1-. I iJ,· n f :>1·m p:-C>f,1'<1mm< .. \I I c01111t 1·i' s ha\·, adopt cd som< fo1·m of 
itl<""m• ;••>lie\-. <itlHT b\· dincth· limitillf, 01· bY taxinf, c·xcc·ssi.,,·c· "';if,•· 
i11c1· •. 1sts. 1·,,nSt1(ll<ntJ,-. n:d 1o.·a1-.•·s han cifclit1•d in all c.-mntrics ,..ith the· 
•:·:npti••n ,,f Eom:mia .md tlH fn1·me1· i·ssR. 1o.·IHn nominal ,..-ar,cs still 1·os,­
L1stt1· th.111 th, ,,ffici:d 1·,1ail p1·ic.- index in 11)<1()_ :\s a result demand 
c1•:1clit ions h.;\'t h .. ·om• q11it, cit prt sstcl in till cn1mt1·ic·s conc .. nwd and hav•· set 
limit:;''' !ht .;1tr.1cti\·,n,ss of dnm,stic m.11·k,1s in th• sho1·t nm. 

111 .;cldir i11n. • :-:t• n1al L1ct1>1·s h:i\·,- cont 1·i1mtc-d to tlu· clccl inc in 
n11tp11t !11 tltt 1.::.kt 11! th, t'oilapst of lu CME:\ in .l;1m1a1·\· lqql. int1·a-tr.;ck 
\'olttmt~' .ii·t •=;timattd tn ha\·,- dcclint.! in thl' ontc-1· of 10 to 107. in l'ICll . 
. dt1 r .; clrop of .'O t.1 \ll/ ;1]1·.ad\· i11 J'i'ln. la1·r,t l\· due to th< hnakdo,..-n ,if 
11·.;d( i.:ith tht f1l1·m1-I' COR and the Scn·ict republics. The slo.'itch f1-om 
;;dmi11i:;ttrtcl !<> i.:ndd m.11-ktt pric1s ,..ith settlcmt11t in hanl c111-rrncv has also 
entailtcl sip1ific.rnt te1·ms-of-11·aclc lossf's fo1· thl' fo1·mc·r u1st Europc·an CMF.:\ 
memlH1· ,·rn11111·it:; i.:ith co1-rc·sponcli11f, f,:lins for the fo1·mcr Sovic·t l'nio11. 
P,11lf,ilt·i.1 :111d th1 t'.SFR lt;;\'l hHn hit part icttla.-!v hani h\· the d('clin<· in intra­
rq~ic•n;il tr.1dt :;i11ce 1:-:ports to fo1·m1r C'.·IE:\ co1111tries comprised 817 amt 'Jfil.. 
resp( ct i\·1 J\-. of tlH ir ror;i] <Xports in )'1811 (sl'e· Table' f,). llttngan· ,111d 
l'oLrncl. 011 tht otlH·r lt:111cl. ha\·1 been \'II"\· s11ccc:;sful in shift inf, trade to OECO 
co1111tri. s. p:11'1 icuL11·J\· to tht· EEt'.. and i11c1·e:1s(d •:-:ports to OECO m.i1·kl'ts hv 
)(,1 ;me! 1111/. 1·1 spt cl i'.·1 h-. i11 l'l'Hl. Thi' dissolnr im1 of the· I 1·adc· ap,rcr·mc11t s 
It;;:; h;;:>ic;il h· i11\·;iJ icLtttcl .icct ss to the forme·r I.ME:\ ma1·kc·t ;is an inu·nt ivc· fo1· 
f or1 i 1.11 i 11\·1 s I mt 11! i 11 t h1 re r. i or1. :\s mt nt i ot1t·cl aho\·e·. i 11 the mccl i um nm. 
p1·1fer1111i;il tracl1 ilf,l'l<·rnents ,..ith the EEC amt. in the long rtlll, possible· 
m1mhe1·ship \.:ith tltt EEi'. (Lf,. in th1 c:is1 of lhmp,;;r·\') could hf'comc a more 
;11tr;1cti'.·1 1·1.1so11 for for1·ir.11 i11\'1·stmc·nt 

In :;11m. forc·ir,11 companies i11te·rnlinr, to pniclttrc in tlH· I.EE 
cot111t ric s I<> :;1 l'\'t th1 forme·r C~·IE:\ ma1·ke·t mav. for the I imc· bc·inr,. facl' ,:e·mand 
probltm~; cltspi11 the 1r1·m1·11do11s mark1·t pote·11fi;il in th<·sc· countric·s in the· 
lonr, nm. 011 1111 other h:1ml. Cl'rtain products such ;1s r,.irm<'nts. S!C'C'] de. 

(fe SI i IH cl r or 1-:.;port t () I he lo.'l·SI E11rop1 illl markc·t s ;rncl part i Cll] arl v I hc EEC :11·1· 
pr1:a11t Iv f .ic i llf, m;1 rk< t :ic·c1 :;:> pro hi 1 ms. 
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Table 4: Export shares of CEE countries to CHEA 
countries and to the USSR, 1989 

Bulgaria 
Czechoslo.-akia 
Hungan.-
Poland 
Romania 
l."SSR 

Shan of Exports Sh<.il"t.' of Exports 
to C-IE.-\ ~·ountt·i.:s to tht· l"SSR 

8 LU 
':l J. I 
Id . ll 
34.3 
J'J.8 
':>'>. 2 

6J .8 
JU.'> 
2J .1 
20.1 
21. t, 

. .\part from the precarious economic situation triggere-d b\· s"·stt.'m 
reforms. considerable uncertainties for fore·ign im:e:~tor·s arise· from the· 
transition process itself. The progress and success of the reform programmc·s 
are unsure. and the duration of the restructuring of the economies mav go i.;e·l l 
beyond the expected ti me frame and tak<· sc·\·cra 1 decad£·s. :-tacro-e·conomi c 
instability and particularly rising open unemplovme:nr: mav qm·stion public 
support for drastic reform measures. Particularlv in the CIS. rc·form has bc·cn 
half -hr.-arted and accomp 0mied by disintegration and I oss of authori t\.· of 
central and e\·en federal governments. In the> Czc-ch and Slo\·ak Fc·de·ral Republic 
unemployment has soared up since the> second half of !990 and n:·achcd around 
77. of the labour fore<- bv Decembe·r l9CJ1. up from lc·ss than Ir. (in the· Slo\·ak 
Republic 10.H in October· 1991). 6 In Hungarv. op<n unemp\o\·mc·nt has 
accelerated sine£> the second half of 1990 and rc·ache-d an estimated 67, tci.-ards 
the end of 1991, up from 0./1%.- Hir,h unemplovment rates not onlv prO\·oke 
social unrest. but mav also force gon'rnments to sloi.- doi.-n the transformation 
process and cause inconsistencies in ~ht:' various c·lemc·nts of the· reform 
packagt:'. 

A number of structural d£>ficits most of which are a lC'f,acv of the· 
command economv prest:'nt serious obstacles to forC'ign investors. Compared i.-ith 
westc·rn standards a poor physical infrastructure in <ii l CEF. countt·ie·s is a 
case in point. ThE>re are. howC>ver. wide diff .... rl'nees bet...,£'c·n thr various 
countries and regions. Thl' transport svste·m is gc·n£>rallv inade·quatc· and roads 
and railwa\·s art' poorly maintained. Compared with wc·st E111·opean countries thc­
transport system relies much more· on rai lwavs than on 1·oad t 1·ansport. In 
general. transport doe's not meet the· re·qui 1·£'ment s of modM·n prod11ct inn sv.stc·ms 
with rcspC'ct to spced. reliability and punctualitv. The tf'lc·comm11nication 
system is obsolC'te. conrwctions with wl'stern countric·s an:· oftf·n C'XpC'nsivf· and 
1mrC'liable. F.xport-oricntf'd _joint venturc·s ar<' more' affpctt:'d by ttw poor 
transport and communication systt:'m than companies producing for the· local and 
domestic market. Some I arp,C' transnational corporal ions have. t hf'rf'f ore-. sc·t 
up their own communication sy.stf'm. Also oth£>r dc·ments of thf' phy.sic;il 
infrastructurE> such as office space· in the· bip, citiC's, ilpartm<·nt.s for 

• O~CD. Economic Survey. Cz~ch and SJovak F£'dcral RC'publ ic. 
DC'ccmbC'r 199 I. 

'Of:CI), ~:conomic Survey. tlurn~ary. July l'J'JI. 
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pt 1·su1111t l., 1,· .. it"• in.nf..,111.;t, • • .-lt,11 ,·,>mp.it.,d •ith ••Sttn1 st<illdanls. but .;l:;J 

1o:ith st.u1d.1nls in m:in\· d.-':, )opi11~: count 1·i,·s. :\lthottf,h m:1jo1· inn·stm.·11ts :11·, 

11<1i.· pL11111td in ;;!) nn111t1·i.s. it is .:q.>,ct,d th:H tlK t1·auspo1·t :ind 
cnmm1111ic:;t ion s\·stc·m •iii laf, Ix-hind i.·lst.rn standards for 111Jnv n.-a1·s if not 
tlt·c.itks. F1·om th, \"i•·..-point of .i !ot«·ig,H inv.stot". a poor· infrastn1ctu1·,, 
h<imp•-l"S op.-1·:1tional ,-.fticiu1n: and. in e·f(e·ct. r.1is.0 s the· production costs. 

Th,- •id.-h· und•··rd.--\·,·lopHl b:u1king, S\"Stc·m and th.-. lack ot functioning 
financial m:irkt'ts constitute· otlw1· se·1·ious shortcomings of thE suppo1·t 
infr;;stn1ctut"<· ill most of th.: countrit•s. :\lso. tht:· continued dc·\·aluation 
pn··ssnn· on most currc-ncic-s pose·s furthe-r risks for foreign in\·e·stm:;;nts. In 
fact. onh· th•' CSFR has so far achi.:\·c·d a real dEpr1.•ciation of the· currc·ncv 
0n a sustaill•cd b:1sis i.·hil..:- in the· othe1· countric·s hir,h inflation rates ha\·e 
offsc·t th.: e·fft:ct of dc\·aluations. Risks from dc·pn•ciations aris.::· ..-hc·n tlw 
foreign in\·Esto1·. aftt:-r a d<·pr.:ciat ion. intends to repatriate his 01·iginallv 
in\·c-stcd capital. and i.·hu1 high taxabl..:· profits in the· local cun·(--nC\' a1·c­
e·arnc·d ..-hile· costs for imports had bec·n mEt in foreign exchange. 

,\t the plant le·\"t.•l. financial problems arc- :1mong the g1·.:atc·st obstacles 
for doing busine·ss. especia!lv "'ith rc-r,ard tv the se\·c·re scarcitv of 
convc-i-t iblc cu1·rcnc\·. :\cc.:ss to foreign •·xchange fo1· import of raw materials 
and scmi-fiHished products poses problems particuladv in Bulgaria. RomaI1ia1 

and tht.' CIS dut.' to con\·ertibilitv n·st1·ictions. Since· the introdu,:tion of 
limitc·d intc-rnal com·cnibility in Poland. the CSFR and llungan-. companic·s cm 
purchasf· fon·ir,n currcncv throuy,h banks to cover thc·ir import bills. Loans in 
corwc·niblc· <:111-rt.:nc\· from local banks ar<· more· difficult to obtain. and takinf, 
loans fr·om fon·ign banks is most 1 \" re-st rictc·d or subjc·ct to approval from th~· 

CC'rltral bank. '.-lorcon:·r. exponing fi1·ms art:· ofte·n facc·d ...-ith sc·r-io11s 
difficulties to obtain .. ~:pon credits. In the· past. forc-ign companies ha\·(· 
hf·e·n quite- invc·nti\·.:· to solve- foreip1 curre·ncv related probl!?ms. For the· 
formc·r So\·ic·t l"nion. it ..-as rc·pon(·d that countcrtradP or se·lling undM­
c11rrencv clc·a1·ing arrangements thr·ouf,h T11rkev. India. F.gvpt and otlwr 
ckvc·lopinr; countrit•s turrwd out to b(· \Tl'\" difficult.' Thus. manv companic·s 
h;ivc· r·f·Sortc·d to 1-:-:pon part of thC'ir· production to obtain forf>ign e·xchangf·. 

Furth1-i- financial prohl<--ms ocn11Tillf, in comparw opc·r·ations can n-sult 
from di ff(·1·.-·11t account inr; svstc·ms as "ll:c·I I as fnim the· fre·q1wnt Iv poor pavmC'!it 
bc-ha\·io111· oi statr--0..-111-d companies. a ph1·nomo1011 ...-hie!·, is oftc·n palli:ltiv•·lv 
n-ft--1·n·d to as "intc·r-01tc·qll'i.'a· lemlinr". 

Conc1·rninr; human rl'sotll'Ce.s th('1·c· is a ...-icksprf·acl lack of tht .sp1·cific 
m;inar,1 ·m1·11 t c;; pa bi I i t i c· s n·,111 i r·c·d i 11 ii ma rkc· t - 01· i 1·11 t l'd s•· t t i ng. :1a11av· 1·s a 1·(· 
not 11s1·d to takinr, imkp1·mh·11t. ch-cisi<l!IS fell· ...-hich tlwv ar•· f11l Iv accrn111tahl1·. 
Consllml'r 01·i(·11tat ion and marketing ski I ls art· poo.·. as tlwv h.-n·1· 11c·\"t·1· hc·cn 
nf·e·clc·cl 1mckr sc·llc·rs ma1·kt·I conclitions. :·lon·o\·c·r. thl'rt· is hanll\· .111y 

k110"11:lf·df,t· of fort·ir,n m:irkl'ts and prcf1·rc·11cf·S of ...-.·slt'l"!I custom1·rs . ...-hil1· tlu· 

• Romani a i 111 rocl11ct·cl. 
of thl' l.l'll, lo.'hich is 
transactions. so th;it tlu· 
hf' r1·l i1·v1cl. 

cf f 1·1·1 i\·, 11 Non·mhi·r I <1 11!. int c·n1.1 I convc·rt i bi Ii t v 
!"'.·:I c·11clc·cl to .ii I int 1·r11at ional c111·rc·11t acco1111t 
accc·;,s prohlt·m to forf'ign 1xcha11r,1· is c·Xpf'c!£·cl to 

' Richard N. f)c-;111, "C:onsicl1·ri11r, B11:;irwss Opport1111i1 i1·s in tlw So\'it·I 
tin ion 111 th•· l'l'llls". \';mclt-rbi It .ln11r11al of T1·ap:;11at ion.ii La1o:. Vol. }11, l'l'IJ. 
pp. 1 ~·1. 



I ' .. 
comp•··t it ivt·llt·Ss of 0.-11 pi·oducts is <lft.1: o\·, i·t··st im.il«i. !11 )· .• 11t r.d. "''sit i't: 
busint·ss p1·;1ct ict·s ;Ir•· 1101 •idt·I \" k11<l1.·11 \"• t. 

$killt·d labou1· 1s a\·aiL1bl, but :nosth· not I :tm i I i;; 1· 1.· i t h m• •tit r11 

product ion tt>chnolof,it·s and fff.ani::at ion. Fon·ipi cnmpani.-s ;1nd _j.,int \'t 11t1l!'t s 
an• oft.-n confront<-d •ith <kmand for s.1l;1ri.-s bastd •Ht •.-st•Tll st.1mbnls . 
.-lu-1-.-as qu;ilification. Libotff p1·ociucti\·it\· and •:ork dis··iplin• do not m;ilch 
t lw sam<'" st a11da1·ds. Thert'forP. l;•bo111· costs ;1rt· thlt llt·c.-ss;i!-il \' l <ll.'. (ost s .ii·, 

furtlwr pusht·d up by th.- llt>f·d fo1· t•xtc·nsin· t 1·;1ini11r. ol pt r·s<lllll• I. 

Problt'ms also aris£· in tht- an•a of !lliit•··1·ial -tt•dmic;il s~. Fnr. it-,11 
in\·t'"stmt'nt is often induc£-<l bv tlu· a\·ailabilit\· of du·ap ra• mat.-rials and 
otlwr local inputs such as semi-finishut pniducts_ llo•t·\·f1-. suppl\· :if Jue.ii 
inputs is often unreliabl£· and must tlwi···fon b,• suppltm.-ntt·d •ith impons. 
Although tlw traditi01•al problt·ms •it:i Sf·ctffillf, supplit·s not inclm!t-d i11 tht 
national plan are fading. statt·-01.·m·d suppl,·inf. industri.-s still han 
difficultif·S in mec·ting thr- n:qui1·eme11ts of fon·ign in\·c·sto1·s. both quantit•:­
and quaiitv-.-isc-. Tht' situation has b.-en af.f.1-a\·atc·d bv the· colL1pst of tht 
CMEA and the break-up of th•· So\·if-t Cnion. Manv Hlt t-rp1·i sc·s in t ht r:i-:1·: 
countries ha\.·c· been cut off from tlwir t1·aditiona! supplic·s and ha\·e btc11 
forc<>d to impro\.·ise. Joint \.·enttU-£-S which do not £-arn fon.•ir.n .-xchanf,f' ••i-t 111 

scope for O\'("t·cominr, suppl'-· 
ap,ainst forl'-if,ll f·xch.1nf,• ;1n· 

sol\·e supplv pnihl£ms thnnif,h 

a part i cul arl v 1"'eak pas it ion becaus<- the· i r 
problems through imports or local ptu-chasr· 
limited. Manv jo!nt \.·entures ha\·c· triPd to 
\.·ertical intc·gration of s11pplvi11r, industrir·s. 



v. SEIJo:cn:o ISSUES MID OUTLOOK 

.-\,·k11·1;.·l,dr.i11~~ th, imp,n·t.;nt 1·.l[, to1·,i~~11 ,·;.pit.il. k1w1o.·-h01o.· .;mi 
t.-d!!hll•'<~\- .it·, t<1 pL;i.· i11 th, ,.,_,urs. ,,f th. •ll\·is.;~,d indust1·i.il 
1·,,stn1,·tu1·in~:- .di <.~EE cnunt1·i,s. ;:ith th. •Xl"•'ption ,-,f som. L:IS m.--mlit-1· 
st;;;,s, h.i\·, int1·odt1c<'tl ;itlli L'<H1tim1<•t1SJ\- .imtmkd 1·,I.;ti\·,-l·.- lib,,1-.;l FD! 
t't-bim.s .it ;; t·.;tht1· •. 1di.- st;;~:•' ,,f ti-;;nsf,,1·miu~~ tlKir ,·conomi.-s. Foi-,·i;--.n 
ini.·,,st<H"s h.i\"< 1·,·-spo1Kh:-d '-'ith st1·nn~: int<t"t:-st .;s r.-fJ,ctt-d in tht- 1·.;pidl\· 
hro...-in<: numb.r ,,f joint \·.-ntt11·,0 s ;;ith p<irtn.:-i·s f'.·om CEE cou~1tric-s sine< 1488. 
:\ ffi<H'< tkill ttll·fold incrE;iSt:- fl"<lm 3 . .'87 to .ilmost 3f •. Ol)l) projt·CtS lo.",iS 
rq.'or·tt·d fLH. tht- p<-riocl J;;m1.;r:-• lllllll to J;;nuan: l'l4} .tlortt-. 1!01o.·,\·e1·. 1o.·ithout 
intt0 ndinh to b,,littl, this imprtssi\·t dt-':.:-lopm<nl. it hcis to b.-- stt·.:-ss.:-d th.it 
th•- actu;;l '-·ont1·ibutinn .Jf FDI in tht tr;msition proc<css so L;1· has b.,-11 
Lit ht- 1· m<t t·.£, i !Iii l in o\·,-r d 11 .--con om i c t ,. nns . On l \" Hun~--_.; 1·i.· - ...-hi ch has t'<' c ,. i\·.: ti 
mor<- than ort.:- kdf of tltt:- FDI flo...-s to <ill CEE cmmt1·i..-s c·:cq.H th<' fo1·m•-r 
rssR - Cdll L'Liim .; pt:·t'CEpt ible imp;;ct of FDI: TIK sh.it"l- of FD! in total g1·uss 
fixed <<tpital fllrmation 1·.:-achc-d .-. peak of 1._47_ in ll/8'1 (2.61 in 19'1U) 1o.·hich. 
!J,- int.:rnation;;l stiindanls. is rt·lati\-.-l\· lo...-. 

,\t th.:- mic1·0 l<\·c-1. the- rath1.T cautious approach follo...-ed b\· forc-ih11 
in\·,0 sto1·s is 1·.--fl.:ct,0 d in th..: C'.Jllt inuousl \" rkc1·c-asinf; ,i\·c-r<J.h(· si::.: of t hc­
joint \"tcntu1·.s in E,<-nc-riil and the- sh1·inkinh a\·.-ra.£,e- fon·-ign capital 
contribution to tht' joint \.'(l\ttll'<·::i in particulat-. :-lot·t..·O\Tl-. fon.'ip1 in•:csto1·s 
tEild to pii\" up onh· a f1·action of th.:- nominal contt·ibution. so that the actual 
inflo...- of fo1·e-ip1 capital is .:-\·en lt>1o.·.::-r. This risk-<11.·.:-i-s.: bd1a\·iotff of 
innsto1·s has caus.:-d man\.· joint \-.--ntun-s to b, hrossl\· undc-1·-capit.:;li~:cd ...-hil•­
tlw dom.c-stic financial ma1·k.:-ts ,;r,- not s11fficio1tlv dt\'t:lopcd to suppl.:m.nt 

10 i t h ( :.;t •- r nil 1 f i 11a nc i n.r, . 

The- ,·onsid.-1·abl, gap bc-t1.:t-(ll the- numbtt" of appt-o\.·c-d dml iictu.-ilh· 
opu·ation,d joint \Tntu1'<s in ,-in11alh· .ill th, countrit..0 s is a further mattt..T 
of conc.:-n1. cspt..cialh· 1o.Ch.-t1 b.--in.£, lookul <it in connc-ct ion ...-ith the- dc-c1-Easin[; 
siZl' of individudl in\.·t-stmc·nts mu1t ior1ld dbO\"(·_ It ffi('ii!IS that till· uq:;entlv 
m·<:dt·d forc-ip1 capital illflo1': to allt..·\.·i,;tt- som'' of th(' n•structuring [t·ictions 
is not fonhcomin.£,. In th•· CSFR. fen· ,-:-:ampl.:-. onh· app1·0:-:imatc-h· 10/' of the 
rt·f;iStlrt-d fi1·ms h;1cl startt·d opt·t-<Hion b\· th< bq~irming of 1991. Estimat<:s 
[01· tlK formu· So\.'id l'11ion indicatt· a simila1· pcrcu1tage- of opc·1·ational 
firms." ·,:hc1·,-as burr-a11cratic h11rdlrs to b(' o\·crcoml b:-.- fon-ir,n in\·e-sto1·s 
c;in bt· assum,d to c·xplain part of thl' lo;; slun·s of op .. 1·atiot1iil \·cnttll'e:s it 
is th< lo.Chol.:- b11ncllc of inn·stmc·nt obstacles ickntifitd in ch;iptcr I\'_ which 
C(J!lt1·ib11tcs to this impltm .. ntation f~iip alllt'it to a difftn·nt t·xt<nt in tlw 
\'ario11s co11nt rit·s conc .. 1·nf''.l. 

T11n1inr, to f11t11rc prospt·cts of FDI in CEE countri('s. some aspt·cts mc·1·it 
spcci;il ,lttt·ntion. Jn :hi.- first plan, it has ;o bt 1·t·callccl thiit contrarv 
to a ;;idt j\· ilt'ld \"it·lo.C fan>11rabl(· Fiil rr·g1ilat ions i-Wt' St do not induct· urgt·nt Iv 
11c-t·dt-d c.ipiLil inflows. Rt lat i\."( Iv I ibc-ral FOI n·r,imt·s do cons! it1.tf a 
11c·,'<·SS.i!"V b11t h\- no mt·ans a s11fficil'11t co11dit ion to sp11r FOI. Ra!lwr. it is 
the· o\·, r;il I political and 1.conomic c-11\.'i ronm<·n! i11cl11ding tht· 11at11r<' and c·:dt·nt 
of st n1ct111·,iJ !;t n·ngths and ....- .. ak11t·ssc s of thl' potc·nt ial host co1111t ric-s ....-hi ch 
co1111t mo:-;t. 111 the· co11te-:-:t of i11d11st !'\", part ic11lar mt·t1t ion is to he- madt· CJf 
the· a\.·.iiL1bilitv of f1mctio11it1i", s11pplit·!; ru·t....-orks: approp1·i,1te· tt·cl111ic;il, 

D1H· to tlH· wide· !;Lit ist ical cll'f init ion of opc·r.it iorvil \"C'llt11rt·s !n the• 
forml'r S'>Vit·t l'nio11. tl1t· ECE dat.1 b.isf· i11dic.ite·s ;1 m1wh higl1t·r pc·rcc·111i1f,e·. 



sci,utific .ind m.:il::if,tt"i;;l skills: .:mt! .i 1 • .-,ll d,\·,l·•i·,d r·h·::-<ic· .. 1 
iufrastn1ctu1·,-. tSpt•ci.:t!!,· in t1·.:iltspol"t and cu:nmimiL· .. •illns. Tbs, L1L't<•1·s 
h.:1\·,• to bl' compltmt:lltl'd In· rtl.:it i\"t l\· 101.· p1·,,duL·t iun ,·,\sts .• 111 'ff ic·i,nt _,,,,_! 
comptttnt administ1·atioi. and ;; s.:;tisfactor,· m.:ict·u,conornic ptr!onn;inL«. 
Consc-qut•ntlv . .:.ilthou~~h thtrt is c .. 1-Liinl'-· much scopt fur iml'l.';\"llll<nts ,if tli. 
FD! lq~islation in St'ni-al CEE countrits '-~: . ...-ith 1·,r .. 1n: t" cL1rih·i11r. 
fot·l'if,nl't·s' possible· part icip<:l ion in p1·i\·.:il i::at iun p1·o~;Lillllllt s ,·,int irn:, d 
action is callnl fo1· to impro\T this o\Yr.:dl tn\·inH1mtut. 0th< n..:ist. f,_,r, ip1 
in\·,stors 1.-ill fu1·thE1· pu1·sut· tlu··i1· 'lo,it-in-tht-doo1· sti-.ilq:'-·' t" Ji, Li1· . .-,' I·: 

obsEI"Vl'd at prc-slnt. 

~onc-thc·l(·SS. (-\"f'n if FDI inflo...-s to t:U: CO!llllt"its 1.·ill r ..• in funl1t 1· 

momu1tnm in the fut1fft'. tlH bulk of tht tot.ii c.1pit.:il fnnn.:ili":1 .:ill h.i\"< t<> 

com.: fn>m domc-stic in\·c-~rors. Thus 1':hilc tht autho1·itits' pn;,ut tmphasis 
on FDI as a mr:cl1anism to f-nhanct· industri<il dt•\·,Iopm.-nt is full: .1prn-ci.it«I. 
it nc-cds to ht· strf·SSt·d that stronr, complcrn(·nt;;rit its .:-:ist b t•:•t-rt ft,,., ip1 
ill\"f·strnc·nt on thf· one· haml and domt·stic c·ntn-pr.-ncurship on ti1• otl1<r. Th,,·, 
arc· <it lc·ast thrH· reasons 1.:hv th(· f,f·nc-ration of fut"thl1· fon·ipt irn:tstmtnt 
ma\· he· hound to fail unlr:ss accomp;micd b'-· tht· st imuLit in11 of' ffici,nt Inc·;,] 

c·ntrc·pn·nc-urship in difft-rr·nt fie-Ids of industn:. Fi1·sth·. th( .s1ahlishmtnt 
of joint \·c-ntuns is contin;~cnt upon tlic ,i\·;ii]abilit'-· of ;;tt1·;;«ti\·, luc.-d 
partnc·rs. Sr·condlv. small companits oft!·!I act ;;s irnponant suppliers of 
spr:cializt•d piirts and compo11t·11ts. i.l-. tht-'-" arc· •SSf·ntial clemt11ts in c1·,;1ti11.1~ 
industrial nct...-r.rks. Thinlh·. it is onh· th1·ou;~h c~.')mc·stic e11tn-pnnr11rship 
that sif,nificant sprf·ad c-ffr·cts can hl ~~t'!HLlltd <incl lltili::•d f,,r <.>\·,r,,11 

i ndus t r iii I dc·\·p I opmPnt . 

FD! policic·s and promotional mcasl!n·s. thc-nfo1·.-. sl:o11ld b,· ,·;;nf1tll'-· 
d(·Sif,tH-d in aw-av not to n-sult in anv dis<Timinator\· tr1almtn! in f;;\·011r ,,f 
potc·ntial fon·if,11 in\'(·stors and at the c·:·:pcnsc· of dom.-stic pri\;i!! bllsin.ss 
tn th•· CEE conntric·s. Fo1· instanct-, tax re-bates and ntlur fis<":il irw111ti\·1•; 
granted to FOI pr.1jr·cts should also he iipplic·cl to clomt·stic er1t1·q,n·rH·llrs. 
Tlu-n· is th11s a nc·t•d to bc·ttcr coonlinatt FD! policic·s ;;ith clom1sri.­
irt\'c·stmc·nt pr·omot ion iillcl c·ntrc·pn·r1t·111·ship dt·\·r·lopmc·nt act i\·it its. In tlH· 
latH·r contr·xt. it mav he- worthwhil( c·:-:plo1·inf, v:hc·th<r and to v:h.it •:-:tent th•· 
E'SlahJishmc·llt of Ve·nt11rc· capita] funds could st·r\"f· iiS .1 m1-;1ns In frist1r 
domestic in\'e·stmc·nts in tH·w fie-leis of i11cl11s11·ial iiC!i\·it'--. 

·.:irh nsp(·ct to tht· n·mo\'al of FD! impc·climtnls in r:n: co11111i·ics. m11clt 
more· attc·ntion than hith!·rto ...-ill h;i\·c· to he· paid to cn\·irorn1Hnt;;I iss111c; 
In ii rc·n·nt worl cl Bank/OEC:D Slff\'(·y' more· than (10 pc·r c<-nt ()f I he 1·1-spomknt s 
from major Norr h r\mc·r·i can ..-1ncl E111·opC'i1t1 cor·po1·a1 ion:.; 1·;mb cl 1·11\·i 1·011rnc 111 .-. I 
probltms at l1·ast as important as no11-c·nvininm1·nt;il ohstaclr·s tc> 
invc·stmc·nt ... In part ic11lr1 opc·n qw·st ions rcg.ircling tltr ! iahil itv for 
prc·\'i<lltslv co11tami11atr·cl sit1·s. 1111ccl'1;1ir1t ics ah()ttl f'n\·irorn11111t;1J r1·q11ir1rn1·11t~; 

;is w1·ll as th1· costs of complying with e·n\'irornnc·11tal stip11latio11s f1·at11rc·d 
promim·ntly amonp, th1· c-011<·1rns 1·ais1cl. ',Jltil1· this c;ills fo1· ;111 
i11tc·nsificatior1 of c·fforts to form11lat1 comprdH·nsi\'1 ;tllcl c·o11sist1·11t 
t·nvironmr·nt prot1«'.tion polici1·s in the <:EE c:o1111tr·i1·s, l!1tr1 is ;m imrncdi;1t1 
n<-c·cl to c<pancl thc· co1111t rir·s' c:ap;ic:it i1·s in tc·rms both of c·:·:p1·rt ise· and 
infrastr11c:t11rc· nc·c:c·ssar·y to 1mclr·rtaki· 1·11viro11mt11!;1J ;i11clits ;tlld otlwr 

S1·1· World Bank Nc·ws. Vol. XI, :I<>. )0, )l M;iy l'J'IJ. 
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Ire 1-,,n.r .. 1. it ·•l'l'•·.i·,, tl: . .t ir: m1>st ,·r:r '"'t111tr1.s t:·.ptct.ili1>11s 

.-.•ri--.rr:rn.-. th. rr,•s1 .. ·1,: l«r l:tlttl'< Fl'l itt!lt>l.S .i['t <>lt.tt lllll"t.distic.dl\· 

1ti,J1 <'!t tit. ,•11. h . .r1d. 1.·!ti[, t!tt ,._,n, r.;I 11pi.: .• rd trt11ds .is txprt!'std in 1·.c,11! 

Fl'l ti,-_111·,,_ .ii'• 1·•r\· . .,:i\·, . .rid .;tt,.-1 1>.isi.·.;]Jv .ill ,·,·1111trits rt\·i,-.-.d in this 

1··1•,•rt. tlt.1·, .. 1-, ,,i,·.::iti,·.;nt di!ft!"•!I<"•" in th. ptrf,,rm.;nct ,,f th• ittdi\·idu.d 

,-,1111lt 1 I•''· Tit, ll·>t·tl1< rtt .>.1·,,11;1 .it ,·,•11111 ri. s ,·, 1 mpr·isin~·. l't1l.i11d. th. 1~SFR .ind 

11 •• rri,-:il .• rl\· fh1n,-. .• n lt .. s t.;k,11 th. ],.;din .iitr.•cti11r t.1r.ip1 i11\tstm.nt nnr 

th. ,:,>1:th. rll 1·.r,11q' '"'1111'ri:d11f. f',1i! 1·,.i1·i.i .;r:d R11111.i1li.i. ",,.'ithin th• !'IS. th. 

F11r··1·• .di r.irl 1,. 11111.-h l!l1•rt '"l•"" sst11l i11 .ii I Lil'I in,-. !111·· ir.11 in\'t Sltll'S t!t;111 !ht 

l"tllt r .• 1 .\:-'i . .r1 !"< r1d·l i.-,; 1111 th, 11th. r h.ind. th. f'l"<>sp.·cts ln1· th. 111.il'l"<l­

,,,.y:.•uii.· sit11..ti•>!I .ind ;h, t11r1h.r d,\·,], 1 pmtnt 11! tht tLinsitinn p1·0,·,ss 

ir,:,]t .• r, •p1it, ditt.1·,111 !1>1· ""·h 1>! tl1< 1TF ,·,1111111·i,s. ",,.'hilt thtl"t is 

1 itt :, di:: .• ,·.1·,,m,nt .ih•'ltt r!J, sir.11it i1-..r1t '"'"11·iln1t i•>n FD! ci11 .;ml 1."ill m.ik• 

t•> th. i11d11stri .• l 1-.s1n1.-1u1·in1-, .it 1TE c1>1l!lt1·i,s in tht Ion,-, nm. in th• shn1·1 

I« 111.di11m 1, r111 tl1· d11r.it i1>11 .iml s11'"" ss "t tht 1·t IPrm pr<>r.r.rnun•·S .;1·, dill icult 

1 .. 11 r .. ti.-r .. ii rh.·111-.Ii ,,,,m, ,·,111111 rit s sll"11 .is lh111r,.1r'· ·• i:sFR ;i11d l'<1l.i11d h.;\·t 

l!l .. d, !·'''''' l'r•',>".r• ,:s. lt is li..sic.;] ]\· this, !tnlt · pr .. dict;ibil it,· 1':hich 

f1lr ''"Ill' tilllt (.,<'<'ill• 1-.i!I lh t'.-:!'•l°l<d !11 sh.qi, 111< f,i<lll'S pt·rctplilltl ,,f 

t \ l l't i ~-.11 i i l \"t ~.; t t) 1· ~ . 

. \ t i11.1f ,,;S\l< Ill ht hrit fj\ ;icld1"t·SStd f1·n111 .i llllll"t f,Job;iJ pt·l"SJltl'I i\"t 

.;r, r•q11.11tl,· 1111,1-.d 1 •. i1·s 1d m.it1\· d.n lopi11r. co1m11·it·s th.11 incr •. 1si11r. FPI 

i11llt>\.,"!, !<>tit. •TF .irt.1 1."t>!ild llt<'•SS;iril\" O<'l'llr iii tl1t·ir t:O:p.-nS•·. ',;hilt .. 

t h11r1,11y,h .i11.;] ,-sis "' this q11t st i 1111 is la ,·n11<\ I h, scop1 of I h1 p1·1"S•·nt r1· p11rt . 

t hi rt !;, , Ill!' t" Ii, Ii t t !1 t \·idt rtc• s" f;ir pf ;i di\"tr!;io11 •.if FPI f lol."s I n1m 

d1\·•l1'1•i111-. 1,, 1TF ,·0111111·i1s. Fi1·,;t 11! .ill Fill flu1.·!; t•1 tl1t 1'.EE c1nmt1·i1s. 

d, ,:pit• tit, ir r.n111 1q1s111·1-.•. h;;\"< r.111.ii111cl i11!-'if,nif ic;nt ;·!1tn cnmp;trt·d to tht 

r"""·d "t th. 111.;i11 Fill 1-.·,·ipi<nls in 1!11 cl1 \-. J,1pinr, 1."111·Icl: In !'I'll. the form1·1· 

. .r11-."·t1d cl11s1 !11 l'S $1 liilfi.,11 of FD! 1."hi\'11 is !"<Hlf.ld\" t<pt;tl to tl1t· <1m1n111t 

,,f FPI .;lis111·!Jtd Ii\· lt1dtl111si;; .1l1llll. :-1,1r•<l\"<J·. ;is shol."n .1bo\·1·. th• rn;iin 

i11\·,,;f1•1!; i111TF <'tllllllri1s l°' ·111 f1"<1m ;,.:,st1·1·11 F11rllpt ;ind h1·c;111s1 of histo1·ic.il 

I i11r.11i:>I i" .111d 1,, 11r,r.1phi1· tits. p.irt ic11l;irl\· t rom t:1rm.111\· .;ii,\ :\11!-'t 1·i;1_ N1itl1t r 

11! tl1t·s1 t\..'1• ,·111111trits .. rt !'11bst.111ti.il i11\·1·stors in dt·\-.loping co11ntri1s. 

·,:hi!. tl1<1"t Ii.is li"11 .1 d1cli111 i11 l;1-r111;111\·'s sh.1rt· 111 tot;i\ FDI flo1's t" 

d,,-,1.,pi11r, 1"<>1111tri1s fr11111 OF1:D 1·11111111·i•s. this <!t·clim l>tf,iln in tlu J'l/lls. 

i _,. '" f1>1"t tl1t 1111." p11l it i.-.11 .md .,·,111"mic <1t·\'< l1111111111ts in till' 1:EE crn111tri1s. 

Tl111!;, it 1,·1ntlcl l>t 111isli;1di11r. tn .1q·,111 th,it ;;11\· (kclin• in FD! to cl1·\·1·lopinr 

""1111tri. t1·"111 :,rm.111\· !t.1,; h1111 <»111s1d IJ\· i1wr1.1s1·d ;1cti\·i1,· i11 tlw CEE ;i1-..1. 

:·!111111\1 r .l.q>.111 .. 11cl tht l'11it1cl St;it1·s. r;i11ki11r. first ;ind s1concl as in\·1 st or!' 

it. cit,., I ,,,,j 11r, 1'<>11111ri1 :; . h.1\'l 1111! .is \"t t f i )',11r1·d prnmi IH·nt I\' i 11 t l1t 

, ! ; t . ii l I i ! ;I 1111• 111 "t j 1' i 11 t \'t 111 111-. :; i 11 1: I·: I·: , · 1111111 r i , :; . 

S"·.,11111\-. !lit .1\·.1i Lililt , \·id, llt"t 011 tl1t 111ajo1· it1\°l st111111t 1111>! i\"t·s d"t s 

11111 :;11ppnl"I I ht lt\·pnl l1t :; i :; nf 'i 11\"t :;t 1111·11! cl i \'t·r:; i lll1' .11'.J\' from t ht· d.-\·.- I opi II)', 

('<>11111 rit !;. s., f.ir. !'EE t"<>11111 ri1 :; .1rt· 1101 !;ir,11if ic;i11t I\· 11s1·d ;1s ch1·;1p loc;1t illlls 

f,,r, :·:l'"rl 111.11lld.1l'l111·i11r,. Tht .ippi11"t·11! ]\· pr1·\·;ii 1 i!lj', mot i\'t· for i11\'l·sl inf, in 

tlu ~;1 1·.,11111 rit :; h;i:; b11·11 lo pt·111 t r;i11· 1!11 )',rowinr. dom1·sl i<' 111ilrk1·ts. It is 1101 

.i •jllt:;tio11. tht1"tfllrt nf FDI :;l1i!ti11)', from "So11th to l·:;ist". !{;1th1·r, 

i11\'t :;lrnt 11! dt «i~;i1111:; dl"t d1 t1·rrni1wd l>v tht· loc;it io11;il co11dit io11~; .111cl b11sirn·ss 

pro:;pt,.I:; i11 1.1<'11 :;i111"1• 1·rn1111rv. !11\'tSlor:; :~ti::1 t!1t id1·11tifi(cl llt1' 

opp"rt1111it it:;, i11 11tl1t r i,;11rd,;: i,;orldi,;id .. f Joi,;:; of Fill .1rl· 110! "::cro-s11rn /',illllt'. 
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However. two more specific potenti;ill~· negatin° n·pt.·n:ussions on 
developing countries may emerge. Fi1·stlv. onct.' s.:n·ing tlw EC m.:.rk.:t from CEE 
countries will be facilitated through association agn·ement s. foreign 
investors '.aay well consider to use CEE locations at tht: expu1se of dn·doping 
countries, e.g. in North Africa. which ha\·e been benefitting from the same 
association links. Secondly, increasing FDI flm•s to th<' CFE countries may 
have an impact on developing countries in a non-FD I context: For instance. it 
was reported that US authorities are at present considering to chan~t:l CS $1.2 
billion now earmarked for general foreign aid into funds to guarantee \·entures 
of US fir1as in the CIS. "2 

See Tbe New York Times, 4 May 1992. 
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VI. UNIDO'S ROLE 

Th.- challe·nge of o\·c-rall c·conomic transfo:·mation and of ind•_1st!·ial 
rc-stn1cturing in the CEE countrit'S is J CL1mpl<'x one. To be carried through 
succc·ssfulh·. it requir<'s far-re·aching changes in traditional attitudes and 
modes of beha\·iour. a completeh· ne1o· lc-gal frame;.:ork. drastic policy refor:ns. 
sub-sectot· rt' structuring programmes. compn:hensi \·e pri \·at izat ion e~forts. the 
rehabilitation and modc-rnization of compa~ies. technologv and skill upgrading 
as ...-e-11 as retraining in \·arious categories of technical. managPrial and 
administrati\·c· staff. ;.Ihereas the· choice of speed and sequence required of 
fundamental policv reforms has been the subject of consider~ble debate. there 
can be little disagreement about the need to support the restructuring process 
...-ith spc·cific me·asures and assistance linked in a consistent way. Indeed. 
there is little automaticin· in this first . .:omplex stage of transformation 
towards competitive structures of production. So far. market forces alone 
seem not to be developing as required nor can they be expected to bring about 
automat ical 1,- c·ntrepreneurship and modernization in industry in the near 
future. 

Effo1·ts undertaken so far show that in most industrial companies. 
productivitY levels are generallY low. So i~ product quality and there is a 
gc,nc-ral lack of market orientation. marketing capabilities, after-sales 
sc·rvicc·s and othc·r compan:'-· sen·ict•s requirPd for an industry to survive in a 
modern competitive environment. Overall. the countries' industry sector is 
largelY dualistic and disintegrated with large industrial complexes 
d.ominating thc .::conomic structure. In other words: the critical need is to 
build up an c·fficient industrial svstcm based on specialization and economic 
i w c·rl i nkagcos between f'nterpri ses of various sizes. Both the theory and 
pract icc- of industrial organization havc- com·incingly demonstrdted that 
eftici(·r1cv is derived from a sYstem's svnergv. and not from the strength of 
l.H"r,c· companies alonP. A kev issue ~n all CEE countries for attaining 
international competitiveness of their industries thus is the fostering of and 
s!ipport to buildinr, up f'ffccti\·e. intc·grated production structures. 

Eddc·nt ly. FDI can act as a catalvst in bringing about m&ny of the 
n'quin·d changc·s and inno\·ations. ~ot only dews it mobilize additional 
f i n<tm: i a 1 n•sources but . c-ven more import ant. it infuses new process and 
product tc-chnol ogi es. i nno\·at i vc· management styles and company organization, 
markc·ting c·xpe:rtisc·. c·tc. Howcvc-1·, as stn'sscd above, this can only be brought 
to bc·ar on the host c·conomif's if FD! promotion - rather than being seen as <1 

panacc-;1 is accompan:f'd bv and linked to domestic entrf'prcneurship 
dc·\·c· l opm<·nt 

The ar1alvsis r-n·s<·nt,-.d abov~· of rnrijor obstacles and difficulties ris 
c·ncount<rcd or c·xpc·ctc·d bv (potf'nt ial) foreign investors at this stag<' suggest 
the· fol lo...-ing critical an·as for particular attf'nt.ion in FDI-related co­
oi.ic·rat i 011 prog1·ammc·s: 

Collc·ction and analysis of dc·iailc·cl statistical data ;rnd othf'r 
i11fo1·mat ion normal Iv n·quin·d bv any potf'nt ial fort'ip,n investor 
h<-forc· dc-c.iding on an act ivit·;: 

i nv .. st mr·nt cod£' form11l at ion or as~nssment; form11l at ion and df'sign 
of s11pplc·rn(·ntary support mh-is11n:s; rc·forms of df'cision-making 
procc-d11r<·~;, C't c. ; 



~ t l \.t st lilt t l [ 

i net nt i \., p.1ck.1~-,,··s \.,rs us ,-,iwpc ti 11.>. i II\., ,.;t Ill< nt I,,,._, t i • <11..;: .• Ill! 

t'rt•;ition ol ;111 ,.ttici,nt .1pp1·,1\·;;l ..;\·sttm .111t! ,,[ "uti.-st<>p" 
st·1·\·ict u11its hn· j<1i11t \·,11tu1·,s. ,1,-. 

InttT11<1t ional :)q~:ini:::it ions. ht th"\. dl'\· .. J,1pmtnt I in.;nc, inst itttt io11s 
01· spt'<.::iali:::t•tl tt•dmic,d «~~t•11cit·s. ah subst.1nt i.il h· it1\·<Jl\·,d n<>•: in .;ssist in~-, 
the- autho1·it it·S in remf·dYinr, man\· ,if tlu: in\·tstmu1t obstaclts ;1m! er, at ill! .. ;; 
bt•ltt•l· t'n\·i1·ulllllt'nt ior pi-iV<itt• Clllllllll'rCi;iJ .i<:ti\·itit'S. r\![)l) s,·.,.s it .is its 
main task t:1 act as a bridgt.» as a rwutr<.d b1·okf'r. bt-ti.-.. t11 tlw i11dust1·i:il 
de\·elopmt'nt pott··ntidl oft .. rn! in till• cou11tri .. s co1;c,1·n,d .ind th .. ttdl!li<·.il 
managc-1·ial and financial l·c·so1u·ct·S n.•prc-st·ritt·d IJ\· intt·rnat ion:il 1"1sin<ss. 

lll\"t:Stmt'llt 01·omot ion is Olll kt'\' dl.t'<l ... lllTt: r\ I !)ll It.is dCCllllltlLit <t! .i 

\Ot-alth of c-xpc-1·tise and kno'IO-how o\·er timt.· i.-hich it is inct«asinf,1...- makin;. 

a\·aiLiblt• to CEE count rites on l"t'<Flt·st: 

In particula1·. m·dDO p1-c·pan·s and t11·gani;:(s inn·stmu1t ton1ms in 
which potl'ntial fot't•ign inH•stors .11·,. in\·it<d t·:1 l't\'it\» 
inn•stment p1·ojc-cts and nq~otialt dil«·ctlv 11-;ith th, local 
partners. Such in\·estmt.•nt fon1ms i.-t•rt· (or .;1· .. pla1111<-cl to bt, hlld 
in Poland (OctobPr 1'18/. :·ta,· 1'140. October ll)lJ)). Y11r,osL;\·ia 
(Octobt-r 1990). and CSFR (~o\·,,mbc-1· l'l'!l); n·qut·sts WE-1-, rt--<"<·i\·<d 
from Bulgaria. Hungan· and Romania to hold simil;.;r forums. 
:·tostlv in conjunctiun with tht~sf· C'\·,·nts. L'\10() ;1ssist:n1c' is 
usuallv pro\·idt-<l fo1· tlH publication of "ln\"f·stors' (;uidts" fo1· 
thl- indi\·idual count l-i•·s. the latt-sl Oll<S h(·;nh on C:·:f·d1uslo\·,;ki.; 

and Hungan·. 

FOi- supporting analvt ical work ;i,ml as a contact point in ·h .. 
fit·ld of ill\"t•strr 1t and n·latl·d act i\'it i .. s. l'\!DO is qit Lil i11,>; 
<Ill ln\·c-stm(nt P1·omotion S(·rvicf' oft ice in ·..:;i,rsil.w, ;;ml has b .. (·n 
n·que>sl£·d to sr·t up ;motht·1· ont.· in Blid1;i1· .. st. B .. int~ i11corpoi-.i11d 
into ti\(' alre<Jdy Pxist ing woi-ld;;idt· 1wtwcn·i-.. of lJNIDO's !11\·(·stin(nt 
Promotion Servicf' offict-s in SPVt·ral wts\(·!"11 E11roph111 coul!tri"s 
as wt-11 as in Japan. tlw CS:\, and tht.· R(·p11 1>lic of Kon·a. th(· I.EE 
count ril·s thus can incn·asingl\' µart icip.itt· in tht· intcrnat ional 
(·xd1a•1g« of i11vt.·stme11l-rf·lat(·d informal ion and also lwm·fil from 
thc· m'lnifol'I busitlf'SS contacts i.-hich ha\'t· bl'l'll S\"Stl'm<Jticill\' 

(Stablishul ovc·r time. 

Tl\(' CNIDO Cc·ntrP fo( l11tc·rnationi1l Co-op(·ration in Mosc<>w 
operwd in Parlv !'I'll) - is id('niifvi11g and promoting p1·1ij<'l'IS f,ir 
inv(·Sllll(·llt am! otlH·r co-opt·rat ion, !01· instanct· in tlot· 
tel('communications ;md agro-ind11strial s1·ctor:;, and i:; .il:;1> 

promoting Sovi~·t t(·chno;'>f,V abro;1d. 

Thf·S(' UNI DO inv(·stm(·lll promo! ion act i\·it i(·S ;in s11ppll·nH·ntvd l>\· \·;irio11:; 
otlwr i11V(·stmc·nt-ori(·ntc·d programrn(·S impl(·mc·nt(·d by !JNIDO for spl·cific 
industrial suh-s(·ctors. 1\ssist;1ncf· in lq•,al, inst it11t ion.ti ;iml i1tformat ion 
as1H·cts of inv(·slm(·!lt arc· alsri provid1·d. As ;1 g(·fH·r;il inforrn;1t ion b;1s1· ;i11<l 
spf'cif ic g11idanc1· to forc·ign lmsir\('ss partrH'rs ;i11d inv1 ~;tor·s. !:NIDO pr• p.ir«; 
spE·cial lndustri;il DE·VE'lopmE·!ll R(·vic·w~.; which contain 11p-to-d;1f(· 1·c-0110111i· 
inform;it ion 011 thf' ir1d11st ri;il s1·ctor. r(·ll v;1nf pol ici1·:.; .ind i11~;t it111 inn:;• f1·. 
in thc· particular country. An lnd11st ri;il lkvl'lopml'r1t R(Vil·W <HI 1'0L111cl h;is \)(·1·11 



Tltt prtp.iLiti ... Ht .it.d t·L1lu.1tiun 0t tL •• siLili~,- studit.> is ,.tl .;n0thLl" 
crit i,· .. l dl't" .._-hi,·lt nuds t ... , b, <lll1.111L·,J Lil lTE cuuntriLs su ,1s IL' f.icil it,ilt 
luc.d .dtd furci~tl itt\'tst111<nt. l':\!Dl) h<ls. tor St·\·tral ,.L.,rs. bu.-11 iu\·uh·,_.d ~!l 

assistillf, in tl1c prLp .. t· • .tion of fLdSibilit\· studit:·s and abu\·L all in 
pru,·idi11,.; tr •• i11inio:. l<l pi-....>fLssiut> •• ls i11 th< iudustrv. io:.u\·,n1111tllt aud bankinr, 
SLcturs. :I,<im:hilc:. l'dDO's mLlhoduloh'. <iml in pdrticuldr thL CumputLr :-IudLl 
fur hJsibilit\· .\ndh·sis dlld RLp•>rtin& (CO:·IL\Rl is bdnb .ippli,d in must CEE 
cuuntriLs . 

. -\J.>.il·t frum t.:dmic.il assist • .i1cc dirLcth r.:L.itLd to th< promotion uf 
FD!. l':\!DO is .1..:ti\"_1'· co-upLratinf.. .._·ith thL CEE countrits ind i,;idL 1·a11g.:· of 
fiLlds t1·0111 pulic\· ad\·isun· scn·icLS t•J c0mpan:·-lc:\·Ll assistance:: 

In 111,u1\· cuu11t1·iLs. <lttuupts <ll., b.:i115 rnadt: tu dlli..il'-·SL till' 
stn1ct111·al i,.·Ldkr:.··ssts uf thL tcunumv and to concL·i\·c apprupriatt 
pulic'-· rntasui:cs and suvport p u~,rammLs. t:>:IDO is .1ssisting some 
count.i·ies in thL·St endL·a\·oi·s b'-· LXamining prospects and 
constraints in kc: indusu·ial sub-st:cturs and in tlw 
manufacturin& sector dS a 1o:holL and advisinf, on approach.:s and 
policies f,n- 1·cstructurinr,. The· issue her.: is tu build up the 
information Lasl. and dL\·elop a "\·is ion" of. on thL one hand. 
likel\· it1\·cstnK11t rc4uircmc11ts fur mudt:rnL.:dtion and ussociatLd 
infrastt·ucturL and. on the uthLr h<ind. the anticipatt::d 
dissolution of non-cumpc·titi\·.:· pn,duction capacities and 
l"l dl pl o:·mcnt of manpulo.°( r. Onl v on this anal vt ical basis can 
.>pµrupriate structural aJjustmLnt meastlt"cs be forn1ulat1ed. 

Si.miL1rly. at thL lLHl of indi\·idual companies. there is a 
increasinf; need for diue,nuscs of rd1abilit.atiun p1·ospccts and fo1· 
\·aluation of assets in the conlLXt of privatization prugramml.s. 
l:\lDO - µ;H"dlld 1o:ith othtt· Lnlities - is p1·ovidi1;g assistance 
in t.hcsc fields. includin~; tr<lining in relevant \·aluation 
methods. Such compan\· lL\·Ll diag11osL·S and pruspectin' 
assl :.;smcnts arc carriL·d out. int Lr al ia. in casLs i,;hcrc critical 
murkll.s ltii\"l· been lust dul. to thl tcrn1i11ation of former C·IL\ 
trddL af,rH1TIL11ts. 1.1:hlrt fn\·ironmu1tal damages fore(. current 
production to be discuntinuld. 1o:l1LrL· high cnL1·gy costs induce thL' 
compan\· to can·v out major Lnll"f,\. saving pror,rarnmcs or 1o:hcrc in 
~,•IHral tht companv is 110 mo1·t ;1blL· to operate under thl' 1ww 
conditions of ma1·kt-t comµ.tition. :'. spl'cial case of companv 
dLir,11osis couccn:s till con\·Lrsion of milit.arv indusu·ics to 
civilian production. TlH isslll ht-re is to cxaminc the possiblL: 
111.iliz;iti,,n of tl1l. mostlv tlcl111ologically :.;ophisticalt:d 
i11sLillL·d ciipacit ics for ot.hc·r product l incs for which market 
11i L:l1<·s could b( capt Ill"• d. 

!11 rLspo11st to !'((jtHst:.; from CEE count.rics, UNJDO is providin~~ 

.i:.;:.;ista11cc in the· t.ransflr and .. 1,plication of new t.cclmolo&it·s. 
SpLcifically. this involvl'S <Ht·d:.; :.;11ch as i11d11st(ial applicat.ions 

11 lll\;IDO. 1'0J;1nd· ~1a11;qri11f thl Trd11:;itio11 to ;1 MarkLt Economy. 
f•1d11strL.il Dcvl·lopm('nt Rl'VilW S(ri('~;. \'it1111.i J·FJI. 



of last.•r tcdmolor~\·. i11forn1at ics. biotn·lmolot:\·. nl····• m;il.:rials. 
the use of C:\D/C\~I and tht.• introduction of mothn1 numerical 
methods based on the finite clunt>nt method (FPI) in \·arious 
rr1t.:tallurbical ,md engim•..:ring industric·s and till' up~~1·.,..iing of 
measurement and control instrurr.cntation. P1·ogramnKs of Total 
Qu :il i V; Managcmt.•nt and upg1·ad i ng of t t.•chno lo!; i ca I ca pa bi 1 it ies 
in a larg<' steel •.;ork an.• furthe1· illust1·ativc exampl1:s. 

In practically all countries c,f the region. uq;cnt m..:·as.1n•s a1·e 
called for to a\·oid furthc-r pollution and to utilize the 
technological upgrading and rcne...-al in indust rv for applying 
environmental protect iQn dc·\·ices. UNI DO is vc-r\· act i \·e in these 
fields. The programme contains both regional projt.•cts - co\-cring 
sen:ral of the CEE countries - and co• .. rntry projects. It covers 
assistance in rehabilitation of cxi.;;ting production facilities 
by application of lo...- waste techn'.)logies and introduction of 
environmentally clean equipment and related measures. Impro\·cd 
process control. monitoring er emissions. and cnvi ronmcntal 
impact assessment arc further examples in 1!.'hich l!1\IDO provides 
technical sen·ices at the company levc-1. Advisory and training 
activities are also provided to conce ·ned entities in the· field 
of safety management. It is primarily the metallurgical sub­
sector which is being cm-i-ently assisted but o\·cral l inform.at ion 
and control systems at the country level arc also subject to 
UNIDO's co-operation. Undoubtedly. UNIDO can plav an impol"tant 
role as a r:rutral. n0n-commcrcial. technical bodv to screen 
projects. specific technologies aud entire operating plants for 
environmental safety. 

Given the magnitude and complc·xity of the economic t1·ansfo1·m<ition 
process in CEE countries, there may be a tcndcncv bv central 
pol icy-makers and international assistance to ncglc·ct the need 
for dccentral i zed re~ional development and the p1·omot ion of 1oca1 
i ni ti a ti ves as source for cnt rcprc.•ncuri<ii development. lINIDO 
suggests that more attention be given i11 policy n·fo1·ms. 
institutional changes and international co-opcL'ltion to 
industrial regional development as a kcv clement in thf' 
regc'rlC'ration of economic growth. Promotional institutions, 
including df'ccnti-alizc•d financi<il ;igc.:r1cics, also .01· FDI 
promotion, would rwed to be built up to strc11gUwn locAl 
cntrcprerwurship and gcrwratt' new stn1ctun·s "fn>m bvlow". !11 
some cases, it may be nccc'ssary to launch such rq~ional 

development approaches on the- baf;is of diag11ost ic surveys of 
c·xisting indust.r·v and available' and potc•11tial resource's for 
development. in individual 1·cgions with a vif'W to idc·nt ifyi11g 
investment opportunities and the need for spccinl mcas111"c·s in 
support. of privntc inVe'st.ment., skill dc·vf'lopmc11t. R&D, fi11a11ci11g 
etc. UNIDO is involw·d in such activities and is cnvisaging tl\C' 
launching of various support pro.!"',ramm<'s for rcr,io11al d<vc·lopmc:nt 
in some of the CEE countries. It may also be· possible· t.o util izc 
Western European countries' expc·ricnce and tl\C' potc-nt ials for 
dir<'ct. rcgion-to-rc·gion co-op(·rat ion to itdt iatc· re•gic,nal p;n>wth 
dy11ami cs. 

UNJDO's act.ivitiPs in CF.E count rie·s arc· only to ;1 vc·ry srnal 1 propor! ion 
financ<'d by tlw Orga11izatio11's rcp,ular budp,ct. lJNIDO is i11crc·;1sinp,ly rclyint~ 



on sp,,·i.il t i11.;11<·i11~~ .i!T.illf.'Ill'nr s .u1d ,:-;,cut inn <Jf p1«1_j,·ct s f,n· imli\·idu.il ell· 

r.nmps lit l"'.\!PO m<'!nlk1· c·urmt ri,•s. Th, bulk nl l"~IDO's clp<Lit icln<il projt•cts is 
cHn·,··ntl\· .rnd •.;ill in th,·· \·,·.il".S .ilk.id b .. finatll't·d thnmf.h trHst fund 
ar.1·,·,·m,·nts. Th,· sp<cLil 11:tt11r,· of th, ;;ssist.;nc,· that l'~IDO c;;11 f,i\"t.• and tlw 
pn>f,··ssion.il ,:ont<icts it !us ,·-st.;blishtd cl\· .. ·1· the v,•;;1·s in tht.· 1·,t)on ha\·,·. 
for inst:mc,. b,·l-11 1·,·cop1i::,·d bv the B1·i t ish. Frntch and Japanl'St.• Co\·,·1·11mt.•nts 
... -ho h.;\·,• St.·t 11p funds •;ith l"~ID\1 fo1· m<in<it~lm,·nt upf,Lidint~ and modt.•r:1i::inf, 
indust n in th,·s,• l'l'tlllt 1·i<s. llunt~•i!·\· and Pol;;nd alont.• ha\·c bnwfit t•·d fnim till" 
fl . 'J mi 11 i un t h.1 t t ht• l"K h;;s p1·od d,·d to l"'.'\ I Dll u;t<fr· 1· its kno...- -ho...- f 'md fell" 

i·C'vit<ili::inf. tl1<-st• countries' ind11strit•s (Hun!-~<i!"\" f0.) million. Poland fl 
million). Bc>th countri,•s benefitt .. ·d also from tht.• Japant."St' Go\"t.•rnmt.•nt tn1st 
fund in the amount of $1 million (Hungan· $0.5 million and Poland $0."i 
million): F1·;mc,• cont1·ibutt.•d $0.) million fo1· a i· .. ·gional p1·ojecl in ...-hich 
Hungarv. Pol ;md. CSFR and Romania arc bencf ic iariC's. 

It is bt.•lic\·cd that also othc1· count1·ics <1s ...-C'll as tht:· European Bank 
fo1· Reconstruction and DC'\·elopment and similar institutions could generally 
benefit from utili::in~~ C~IDO's p1·ofcssional competence. its information base 
and its anal \·t ical sen·icc·s for ...-ork on industries in the CEE countries. Close 
co-ordinal ion b,•tl.'t.'l'!I the international and national agencies in concci'l:ing 
and carn·ing out co-ope-ration p1·ogramrues 1"ill generallv be a key i::oncer-1 in 
the vcars to come-. Propc1· m.•chanisms and c-xchange of information in this 
regard ...-ill be essc-ntial for attaining the de-sired impact of co-operation and 
c>nsuring the linkage bc-tl.'een the \·.:.;1·ious ;1cti\·it ics for the overall benc-fit 
of the- recipient countriC's. 
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. .\nnE-x T;;blc l. OpE-1-at ion.al forei&n im-estment pro jE-cts in the CSFR. 
l483-March 1941 

Starurorv capital 

Total Foreign 

(mn CSK) (mn CSK) (mn USD) Numbf>r 

1483 61.u 32. '.} ':>. 2 1 
1984 () . l) 0.0 0.0 0 
l48) 11)_() )6.0 8.2 1 

l '186 l I . () 0.0 (). 0 0 
l '18 / )611. 8 69.4 12. 7 2 
l '.188 ht,1,. I 313. 9 '.>8. 8 12 
1484 6 [t,. 8 2 79. 1 18.) 27 
l '1'10 l,Oh8.6 S l I . I 27 .4 13'.> 
l 4'1 l l l r)) h. I 19.4 0. 7 :.,o 

Total 2,/%.9 1,282_0 131 _4 228 

'.\otE-: On)) !-larch l4Yl. Figures may not add to totals because of 
rounding. 

Source: ECE database on joint ventures. 



.:\nnl"X Tab(.: 2. Opt:r•ition.:il fort·i1;7.n lll\."tcstm.:·nt 1-·t·oin:ts in tht· l:SFR. 
bv ori&in of tor~i~n p••nn.:·1· 

Statutorv capital 

Tot ~il Fort' i ~~11 

Countr~·/Region (mn H[F) (mn Hl'F) ( mn l"SD) :\umhET 

Western Europe 1,611.3 ,,,_ 7 71.8 195 
EEC 1,211.4 545.5 53.2 90 

Belgium 4 .1 2. l u .1 2 
Denmark 135. 3 66.3 12. 3 
France 186.'J 88.8 13.0 I 
Germam: 436.8 2 27 .!1 12. 7 ~6 

Ital\.· q_9 5.4 (). 3 l} 

Netherlands 321. 5 52.9 8.3 7 
Spain 0. l 0. l () . () l 
United Kingdom 123 .1 102.6 6.6 I 

EFTA 391.9 231. l 18.6 102 
Austria 232 .1 11'). 9 11. 9 80 
Finland l. 2 u. 7 n.o } 

Sweden (l). 6 5.3 (). 3 t, 

Switzerland 148.l 109.3 6.3 16 
Other Europe 2.0 1.1 0.0 3 

Yugoslavia 2.0 1. l () . () 

United States 1. 5 0.8 0.0 1. 

Japan 0.0 0.0 0.0 0 
Developing countries 5.1 3.1 0.2 2 

Brazil 5.0 3. () 0.) 1 
Syrian Arab Republic 0. l () . l 0.0 1 

Economies in Transition 252.5 12'.>.9 l / .O 12 
Bulgaria 10.0 5.0 I) . 3 1 
Hungarv 68./ 14.0 ) . 3 3 
Poland () .1 (). l () . I) 

USSR 171._ I 86.9 11 . 5 7 
Non-European Planned Economies 54.8 27 .4 '.>.0 1 

China ')l1. 8 ) 7. [. ', . () 

Multi-Party •I 868.8 346.0 37 .11 13 
Unknown l. () 1 . () o.n I 

TOTAL 2,794.9 1,282.0 131 ./1 228 

f!/ Foreign investment projf'.cts with foreir,n partnf>rs from tl.'o or moi·f> count.riE-s. 

Note: On 25 M<trch 1991. Figures may not add to totals hf>causr· of rounding. 

Source: ECE database on joint. Vf>ntures. 



) 1 

Stat•1tor\· c;;zpital 

Tot ;il Forc·ign l S l t: 
l"E'\". 3 
Cod<· I:-\PlSrRY \ mn CSK) ( mn CSK) ( mn l"SD) \umbE' r 

lJ 
l 7 
.'(I 

21 
) ) 

F<lCd 
Tc-:r i 1 t'S 

·,.-o,1d .1nd i,;n,ld pr·octuc t s 
rapt l" and p;qlt-1" proc!ucr s 
Publishin~~ ;rnd print in~~ 

2 4 ,]tt mi c ;;z i s , . 
. .J 

26 
.'8 

Rubbt:'r and pl.1st ics 
\or1-mc·tal 1 ic p1·oducr s 
:-kr~il products 

)'I :fachim-n: & .quipm<-nt \.E.C .. of i,;hich 
_'ll I l:<·nt-ral purpose· m.1d1! nt'l"'I: 
•1 '1.' Sptci.1! ptt1·pos• m;;zchin•r\· 

Otht-r~ 

lll <Hfict· cq11ipm<·nt ;t11d compute-rs 
31 El< c r r i ca! t qui prn•·n t 
L' t:cmmunic.1t ion •·quipmo1t 
33 Pn·cision instn1m•·nts 
Vi :-tot lJ l" \"( hi c I t s 
35 Ot hc·1· t L1nsp;1n c·q•1i pmcnt 
36 F11n1itun .ind mam1Licttll"inf, \.E.1:. 

Ot he l·:. 
Total 

11_.,.8 '1.3. 4 

lj . l i,. J 
.36.) 14. I 
l). Ll II . lJ 
7. I L6 

.3U .3. ll l )!, . ) 

l 4ll. l f18. 7 
) . ! L6 

-'b.) ) . '• 
':! l L 8 })).8 

L'.4 l 6. l 
}ll).6 llJ) .4 
)18.8 l .34. 3 
h4.4 l 6 L \l 

IL l 8. 7 
~'I 3. 8 1,4 . () 

.' . l I. l 
t,.} .'. 3 
(l . () (1.0 

111.1. 6 6. 7 
'). 6 } . 7 

I./~0.6 832.6 

ill lncludinf, ;icti\·itits not c!assiti£d in sptcific m.1nufact11rinf, 
h/ Inclllc!inr. ;ict i\·itit<; not classifitd among manufacturinr,. 

S.7 
0 . .3 
1. 9 
lJ. 0 
().) 

6.4 
l .'. 4 

(). 2 
u.3 

.37. 7 
.' . l) 

11. 8 
) L <; 

l ll . 7 
ll.4 

!.8 
(I. l 
l) . l 
U.O 
(). ) 

().) 

8/1. 8 

lSIC group. 

\or t : <Jn .' J :·tt1·d1 \'I'll. Fif,t1rrs m.n· not add to totals bt·causc· of rmmding. 

Sou re( E(E d.it.-.li.iS( on joint n·nttll"t·S. 

6 
} 

) 

0 
) 

) 

" 
i 

·' 
}l 

6 
13 

} 

) 

1, 

3 
l 
n 
1, 

} 

/3 



Annex Ta bl,. t, Q.£crat ional forc·i&n i Tl\."t'St mt-t\t L!l"O jt0 <.:l S in lhmb;; 1·\·, 

19 //• -Januarv l 'J9 l 

St at ut 01·v capital 

Total Foreign 

(mn Ht.;F) (mn HCF) (mn t:SD) '.\umhE"r 

191'· or earlier 992.3 40/. 9 "36. 6 6 

197) }6.0 12. I I. J 

19/6 0.0 U.U u.u u 
1977 0.0 0.0 (). l) 0 

1978 0.0 (J. 0 0.0 l) 

1979 l. 06 7. 3 704 -'• 19.8 I 

1980 2 .8'>! .4 6':>6.2 20. I 2 

1981 328.3 no.:J 6. I 2 

1982 /01 .4 401 •. 9 11. 1 6 

1983 63') _ 1 269. ! (,_ 3 8 

198'· .3. 332 .4 l . 61b. l n.1. 6 

198) 2. :,01 .. 2 1.192.'> 1'>.8 l 'l 

1986 1. ')98 _ 3 I. l 10. 6 }I•.,' 14 

198/ ).809.6 2./60.) J8.8 42 

1988 h.96).7 8.338.6 16) .r. 103 

198'1 36.286.6 17 .016.8 }88.8 4)2 

1990 18.96}.6 9.420.l lf,9. I ·340 

199 l (January) 29.6 l '•. ) ().) '• 
Total 91,097 _11 /14,184.9 811/. 8 1,006 

Note: .lanuarv 1991. Fir,ures mav not add to totals bc·causc· of 

rounding. 

Source: ECE dat<1base: on joint vc·ntun·s. 



1,' 

:\nn<'X T;_ibl.- J. ~'<T.itiunal t01«··i&n in\·,stm<nt prujE'cts in Htmt;•11"'1:. b,· ori&in of 
t0r,i1:n pa1·t1wr 

StJtutur~ capital 

Tot.il Fon'i&n 

Count i·\· Rc~:,i0n \mn l!U:-') ( mn Ill'!-') (mn l'SD) \umb.:r 

Western Europe 58,084.9 28,398.2 530.9 797 
EEC 26,658.0 12,918.2 25/ .1 412 

Bel•· i um 8ll. q 
a 

54.0 1. 2 7 

Dc·nmark B:J. G .'94. 1 6.2 8 

l;re<'Ct' 24J. 6 81. 6 1. 9 3 

France 871 .U ),l 7. 4 8.8 <l 

Gc-rman'-· q. 2~b.-' J,848.7 18.6 252 

Ir.: land 1 . ll 0.5 O.U 
let:' land 1. 6 0.6 0.0 
It ah· J,646.6 2.037.7 42.9 46 

Lux<'mbouri::; 3. t, 3) . 3 _l. 7 )6. 1 )4.5 ) 

\r:thE'rla.nds 1.614.0 880./ 17. 2 24 

Port u&•il l Jt1 . t, 41. u (). 8 

Spain L'." .U Id. 6 0. 7 7 

l'nitt•d Ki n~-;dom 4,8/J.'l .',3:>4.2 44.) 48 

F.PTA 30,829.5 15,292.2 269.8 374 
Austria .12.6.'J 11 . I 34 . 7 20()_'} 251 

Finland 1. J2J _f, i,6S.3 9.5 q 

Lir:chtenstt:·in 2.2L'.6 183. 9 14. 7 .'l 

\orl.'.i\' 2G.o 12.4 0.2 ' '-

s .. ·c-dt:'n l . 1
• ')I) . l 766.3 l t, . 3 21. 

51."1 t ::t:-rl and 1 . ..' .) l. l l.5.1Q.6 30.2 61 

Other Europe 59 / -'• 18/. 8 3. I 11 
C\·p1·us J 'Ill.() 184. 1 3.6 6 

Tur kt:'-' \ . t, 1.5 (). u 2 

YUF,OS 1 ;; \'iii f1 • I l 2.0 () . () 3 

United States 10,2'.>'.>.8 '>,12/.2 91.6 6'.> 

Canada 186.8 85.3 1. 5 17 

Japan 190 -'• 52. 9 1.0 2 

Developing countries 6. 861 -'• 3 ,1.0'.> .0 '>8. 0 1 '.> 

Korf-.1. R(·pt1bl i c of (i • ) l I . I) l. 218. 5 .) 'l . 2. ) 

Economies in Transition 1,086.3 '.>41. 3 11. 1 16 

B11 l &·l r i ;1 \ll .ll 14. 1 () . 2. 

Poland [.'. IJ (, . () 0 . I 

LSSR I .1ht1. \ 'i Ju . r, lo . I I 1, 

Other 68.3 3'.> -'• 0.6 1, 

·\11st r.il Li Ir, . 11 8. !) o . I 
Is raf- ! 11,. 8 4. I o . I I 

:--ic·...- Z<·,i I and \/ .) )) . I () . t, ) 

Hui ti -Party •I 14,30/./ 6,611.0 1'>3.0 11. 
-

l'nkno...-n ) ) . q )8. (, I) . '> !(, 

TOTAL 91'09 /.I• M•, 281•. 9 81.1. 8 I ,006 

~~ot c·: .l<1!111.1rv I 'I'll. Fi f',11.-.·~; mav not .icld to t 0L1l s lwca11sP of ro1mcli np,. 

So11rcc·: EC!·'. d;itabas!· :111 joi11t vc·nt11n·s. 
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Annex Table 6. Operational forei&n investment projects in Hun&arv. bv industrv 

ISIC 
rev.3 
Code INDUSTRY 

A Agric•il ture. hunting and forestry 
B Fishing 
D Manufacturing 

41 Purification of water 
F Construction 
G Wholesale and retail trade 
H Hotels z~d restaurants 
I Transport. storage & communication 
J Financial intermediation 

70 Real estate 
71 Renting of machinery & equipment 
72 Computer and related activities 
73 Research and development 
74 Other business activities 

M Education 
N Health and social work 

90 Sewage and refuse disposal 
92 Cultural and sporting activities 
93 Other services 

Other~1 

Total 

Statutorv capi.~l 

Total 

(mn HUF) 

187.0 
52.2 

55.195.6 
1.0 

4.084.2 
5.816.5 
1.137.5 
1. 864. 3 

15.717.7 
293.5 

52.3 
400.9 
114. 3 

4,472.4 
144. 5 

1,046.2 
56.0 

447./ 
1.0 

12.6 

91,097.4 

Foreign 

(mu HUF) 

86.4 
20.2 

26.350.5 
0. 7 

2.332.6 
2.742.5 

755.2 
580.2 

8.016.8 
146.9 

}2 .8 
179.6 

53.3 
2.302.3 

7.7 
405.0 

3 7 .4 
198.4 

0.5 
5.8 

44,284.9 

(mn USD) 

1 .(J 

l). 3 
498.0 

0.0 
40.ll 
59. 7 
14 .1~ 
11 . () 

156.3 
2.5 
0.4 
3.2 
0.9 

46. () 
0 .1 
8. () 
0.6 
4.6 
0.0 
0. 1 

847 .8 

2} Including activities not classified among industries. 

Note: January 1991. Figures may not add to totals because of rounding. 

Source: ECE database on joint ventures. 

Number 

I 
2 

399 
1 

61 
}26 

Io 
'.:J'.:J 

I ~ 

14 
7 

32 
6 

1 38 
6 
4 
} 

19 
1 
3 

1,006 
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. .\:mex Table 1. :-1.11mfactu1·inr forei~~n in\·estment projects in llungarv. b\· branch 

Statutorv capital 

ISIC Total Foreign 
re\·. 3 
Code I'.\Dl'STRY (mn HUF) (mn HUF) (mn t:SD) Number 

15 Food 2.710.8 1.181.3 43.2 29 
L6 Tob.1cco 4.713.7 2.lY).0 31. 3 18 
11 Textiles 1.263.7 534.3 10.2 n 
19 LE·ather llO. 3 4/. 3 0.8 5 
20 Wood -ind 1':ood products 845.7 531.5 11. 0 16 
21 Paper and pap1;1· products 5.339.7 2.171.0 34.8 7 
22 Publishing and printing 973. 3 377 .4 6.5 33 
24 Chemicals. of ,.,-hi ch: 4.417.0 2.063.9 3 7. 6 37 

241 Basic chemicals 2.956.4 l. 434. 9 25.6 7 
242 Other chE-micals, ot ,.,-hi ch: 1.412.5 600.9 11. 6 27 

21i23 Pharmaceutic.:;ls 239.2 l 06 . l 2.3 10 
2424 Cosmetics /ill.3 206.2 3.8 6 

Other~' 48.l 28.U 0. 5 3 
25 Rubber and pl.:;stics ')6 7. 7 454.9 I. 7 15 
2b Non-metallic products 10,488.5 6,120.5 111. 5 16 
27 Basic met.:; 1 s 546.8 169.8 2.9 7 
28 Metal p1·oduct s 878 .4 401.) 7.3 28 
)9 :-tac hi nerv & equipmE-nt N. E. C .. of ,.,-hi ch 2.675.9 l. 313. 8 25.0 )6 

291 Genl'ra I purpose machinPry l,OJ9.) 539.7 8.9 l 7 
}')2 Special purpose mac hi nc·r\·. of ¥ihich: 1. Vi). 7 ) 1J8. 7 10.9 27 

29.Jl :\r,ri culture & fon-strv mac hi ncrv 116. 5 68.0 1. 2 3 
2922 ~fa chi m· tool~ 816.0 34 .L 0 6. () I 
2921 Food process inf, machines 74.0 26.9 0.5 5 

Otht·r~ }90.8 215 .li 5.2 12 
30 Office· c·qu i pm en t anci comp11t c-rs 1 . 60ti. 7 ')1)9. 4 10.0 6 
31 t:1 c·ct i-i cal f'quipment 1.105.4 li,039.l 68.5 20 
32 Communication f·qu i pment. of which: 2,Ii11. 7 93).0 18. 1 1 7 

3?1 El f·Ct roni c compom:·nt s 981. 5 402.8 7. 1 4 

322 T\'. radio transmittf'rs /Ii. 7 3 3. 1 0.) 6 

323 TV. 1·adio 1·«cci V«rs l.3J2."J 466. 1 9.2 3 

Ot hf' r~' 'J l . () n.1 0.6 11 

·n Pn'c is ion inst n1mc·nt s I 6ti . 'J 369.l I . \ 1 'J 

34 Motor w·hi cl es J,987.1 1. )61. 8 ·~ 1 . 7 )) 

3'J Other transport equ i pmc·nt 862.4 1, l9. 8 I. 1 ) 

36 Furni turf' and mam1f act 11ri flf, N.E.C. 993. I ) ~I. l <J. 6 l I 
37 Rf'cvcl in.r, ·rn I. (1 111. I 'l . Ii '> 

Ot hr· r~' 1 ,l1'H .li } 30. ') 3.9 l I 

Total '>'>,19'>.6 76,3'>0.'> '•98. 0 199 

!!/ lncluclir,p, activit ic·s not classif ic·cl in spt'cif ic man11tact11ri11p, !SIC p,1·011p. 
hi lncluclinp, activities not classifit'cl amonf, manutact11rinp,. 

Note>: .larn1ary l'J'Jl. Fi.r,11rf·s may not <1dd to totals bc>ca11sc· of rom1ciinp,. 

Source: EO: clat;ih;isp on joint Vt'nt11n·s. 
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Annex Table 8. F')reign irn-estment prokcts in Poland. b\· orif;ill ot fon·ii:;n partner 

Countn·/Region 

Western Europe 
EEC 

Belgium 
Denmark 
Grec·ce 
France 
Germar1v 
It ah· 
Luxembourg 
Netherlands 
Portugal 
Spain 
United Kingdom 

EITA 
Austria 
Finland 
Iceland 
Liechtt:-nstein 
Norway 
Sweden 
Switzerland 

Other Europe 
Cyprus 
Gibraltar 
Monaco 
Turkey 
Yugoslavia 

United States 
Canada 
Japan 
Developing countries 

Lebanon 
Singapore 
Syrian Arab Republic. 

Economies in Transition 
Bulp,aria 
CSFR 
Hungarv 
USSR 

Other 
Australia 
Tsraf>l 

Multi-Party •t 

TOTAL 

Statutorv capitai 

Total 

(mn PLZ) 

4,235,898.3 
2,793,552.3 

107.3%.6 
101.228.3 

8.870.l 
22/..442.6 

1.559.715.0 
·0.818.8 
3.499.0 

316.365.':J 
1.100.0 

12.)50.2 
199. ':i68. 4 

1,406,789.4 
320.467.1 
17.119.9 

4 7 ':i. () 
167.489.0 
218.0':i9.l 
386.291.8 
296,887.6 
35,556.7 

1.904.3 
l'i,932.1 

] ,47/L6 
10,188.6 

6,0':il.2 

381,71•8.5 
48,821 .. 2 
10,529.7 
79,733.6 
8,9/3.7 

23.6911.8 
16.601.'l 
'.">6,773.l 
I. 974. 7 

':>(n.8 

J ,9'>7.0 
':iJ.10).6 
90,095.6 
19,'J(J1.2 
7 0 , I 0 /. ./1 

'J.6'>,351.9 
'>. 1 68 • 9 '>'1. 6 

(mn PLZ) 

2,859,519.0 
1,914,501.8 

7),819.) 
77. 71.i. 4 
6.608.2 

135.970.7 
1.036.440.:: 

184. 116. 7 
2.785.4 

2)3.044.9 
950.0 

9.374.6 
131,6':i0.l 
918,288.1 
208. 5':i5 ./1 
13.788.3 

475.0 
62.)'>5.6 

187,730.) 
307.785.B 
137,397.6 
26. 729. 'J. 

975. 7 
l0,':i49.8 
1,014.6 
9,444.9 
4.744.3 

279,206.0 
36,743.2 
9,672.0 

52. 794 .1. 
8,971.8 
8.532.<J 

15,)95.0 
35,938.'J 

1 . 09 8 . 7 
1175. () 

I ,/116 ./1 
3).())8.CJ 

83 ,44':>. 2 
16,879.() 
66. 'J6S. (> 

193,361.0 
3. 5'J0. 929. 0 

(mn l'SD) 

301.0 
201 . ., 

8.0 
8.2 
u. 7 

1 i1 . 3 
lll'~.1 

19.4 
(). 3 

26.6 
0. 1 
l. 0 

l 3. 9 
96. 7 
n .n 
I. 'J 
I). l 
6.6 

l 'J. 8 
·32. 4 
l 11.) 
2.8 
(). l 
I . l 
I) .1 
I . ll 
(). ) 

29 ./• 
3.9 
1.0 
':>.6 
() . ') 
0.9 
I J> 
3.8 
0. I 
o . I 
().} 

., ' ) . ) 

8.8 
I. 8 
I . O 

'J.O · '• 
3/3.8 

f!/ Joint-ventures with fon,ip,n p.1rtnr·rs from two or more· countri<,s. 

~umbt:· 1· 

2,296 
1,661 

60 
74 
l I 

130 
981 

lJ 1 
J 

I 08 
2 

14 
u~s 

613 
} ()() 

20 
I 

24 
22 

}'J6 
'I() 

22 
) 

) 

) 

1 I 
') 

214 
'•8 

':> 
42 

) 

'J ., 
) 

'JI• 
) 

I 

118 
39 
I 'J 
)() 

101 
2,/99 

Notf·: On I .January 1991. Figurr·s may not ;idcl to tot;ils b<·ca11sc· of ro11ndir1g. 

Source: ECE d;it;ibas<· on joint V<·ntun·s. 
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Table q Foreii;n investment 12rojects in the CSSR, by month of registration 

Statutor\· capital 

Total Foreign 

~ont 11 (mn SUR) (mn SUR) (mn USD) ~umber 

Mav-87 0.8 0.4 0.6 
Jun-87 S.4 2.5 3.9 
Jul-87 5 7. 1 19.5 30.5 
Aug-87 0.0 0.0 0.0 
Scp-87 2.0 0.8 1. 3 
Oct-87 37.3 11. 6 18.4 
No\·- 8 7 11.4 5.6 9.2 
Dec-87 45 _1, 15. 1 21. 5 

Total 1987 159.3 56.5 89.3 
Jan-88 110. 0 14.9 25.1 
Feb-88 0.0 0. (J 0.0 
Mar-88 28.0 10.4 17. 5 
. .\pr-88 13.2 6.2 lG.4 
May-88 58.0 23.0 38.7 
Jun-88 54. l 18.3 30.4 
Jul-88 711. 1 30.9 49.8 
Aug-88 33. 2 14. 3 22. 8 
Sep-88 114. 6 16.2 25.8 
Oct-88 13. 7 5. 7 9.1 
t-io\·-88 183.Y 71. 8 118.9 
Dcc-88 109.6 I~ 1. 0 68.2 

Total 1988 652.3 252.7 416.6 
Jan-89 lML 2 5'J.7 90.7 
Fc·h-89 99./ 33. 3 53.9 
Mar-89 i 1, 3 . 7 69.0 111. 2 
i\pr-89 125.3 57.7 92.1 
May-8'J 260. 8 120. 1 188.4 
Jun- 8'J 11)9. 1 }02.8 311. 7 
J11!-8 1J I l 3. 'l 31. 0 1,3. 8 
i\ug-8!J } l Y. tJ 96 .1, 151. 4 
Sep- 8'J 11L1 /J(J. 8 7 2 .11 

Oct -WJ n2. 'J 1111. 8 182 .1~ 
No'·-8 1J 168. 1

) 811. 6 1311. 1 

Dc·c-8'J /1 C){1 . ) I 16 ./1 )51·. 4 

Total 1989 ?. • '>'•?. - 'J. 1 ,068 .8 1 • 6'Jl - 'J. 
.fan-'J() I 16. 'J ')/1. 3 89.6 
Fch-'HJ I I '.J 'J. I 11} . I /()./ 

Ma 1· - <m ()}. I 'J6. I /d.9 

Apr-'JO 8'1. b ) } . () ')). (, 

Ma v - 'JO I (J6. J 63. I IO'J.7 
.l11n- 'JO 1111.0 11 I . I (J <) . 11 

.Jul -'JO 116. (, )(). 'J 3'J. ') 
r\up,-'HJ I /I . l (, l ./1 I O'J. J 
sc,p- 'J(J V13. I I VJ. <J F38.l1 
Oct -'IC en.() l'J ' 'J I I . 11 

No\· - 'JO / I '> . o I 0 3 .<J (i}. 9 

Ike - 'JO 1 'J . <) 8.8 '>. 3 
Total 1990 I ,'>9'>.0 63'J.. / 9'>3. 6 

TOTAL 11. 'l/18. 8 } • ()("I . I ·1 , 1 '>I . 1 

Not<·: 011 I .la1111arv ]'J'JI. Fir,urc·s may not add to totals 
b(·ca11s<' of rounding. 

Source: ECE databas<· on joint v<·r1t1irc·s. 
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.-\nnex Table 10.ForeL·n investrnt0 nt lH"oj ... 0 cts in tho:· l"SSR. bv LH"l£1!1 ot f<.ll·.._.i~n p.1rtm1· 

Statutorv capital 

Total Fort i ~~11 

Countrv/Kegion (mn SL'R) (mn Sl"R) ( IIlll l"SD) ~~1._Lmbc-1· 

Western Europe 3,037.0 1,168.4 1,870.9 1,228 
EEC 1, 741. 3 682.5 1,074.4 100 

Beigium 94.6 31.2 42.l 22 
Denmark 6.7 2.0 3.2 8 
Greece 278. l 113 .4 181 . 2 7() 

France 564 .1 218. (, 346.l 281 
Germany 8.8 4.J 6.9 lU 
Ireland 19.4 ':! .0 lJ .8 6 
Italy 477 .6 178.4 289.8 130 
Lu~:embourg 2.3 0.9 1.4 7 
Netherlands ) 1. 0 21. lJ 34.4 24 
Portugal 0.3 0. l 0.2 1 
Spain 60.2 21,. 8 19.7 2 ') 

United Kingdom 172. 4 11. 9 115.4 112 
EFTA 1,063.0 418.0 685.4 468 

Austria 244.8 89.3 143.0 115 
Finland 509.3 214 .4 356. ') 183 
Norway 9.5 2.5 1 •. 2 8 
SwPden 184. 2 )9.4 ') 5. 7 66 
Switzerland 96. 8 Id. I• 71. I 1a 
Liechtenstein 18.4 9. () 14.6 18 

Other r:urope 232.6 67. 9 111.1 60 
Cyprus 21. () 7.2 11. 6 21 
Malta 2.0 0.9 1. 4 ) 

Turkey 12.8 1._ 2 7. l ) 

Yugoslavia 196. 8 SS.7 91. 0 3) 

Canada 125.6 53.3 86.7 53 
Japan 69.5 28.7 116 .11 33 
United States 526.8 251 .4 360.2 247 
Developing countries 235.9 101 •. 0 148.9 130 

Brazi 1 11. 8 2.6 1 •. 1 1, 

Hong Kong 39.4 26.6 21. l I) 

India 37.3 JI• . ·3 J.3.1 30 
Lebanon 1._ e J.l 2.9 6 
Panama 5.1 ) . 7 1, . 1. 8 

Economies in Transition 1131. 3 173 .8 'J.73 .I• 1 '.>11 
Bulgaria )01. l ')}.} 111 . I 1. ') 

CSFR 16.) I .9 1.8 

Hungary I O'J . ri 11 . 3 1.3. 'J I I 

Poland 106.) 1. J . l1 (,r) • '\ h 

Non-European Planned 1-:Conomi es 80.J 37 .0 'J8.6 46 
China 31. 6 16.) 26 .11 ) ') 

Korea, Democratic P. RC"p. of 1 'l .11 I I . 1. .> I . 'J I) 

Viet Nam l.J ·1 . 1 'J . I 'J 

Other countries ':i6 .11 'J.I . 6 111.1 1'> 
Australia 118. "\ n.1 3) . 'J HJ 

Israe' (,Ji ·1 . 'J (, • r) ·1 

New Zealand I. '1 0.6 (J . 'J ) 

Multi-P.arty •I 18~>. 'J. 16'>. 1 'J.6'J.. 'J 1 'J. I 
Unknown 0. 'J (). 3 () . (i 1 
TOTAL 11' 91.8. 9 'J.,009 1,1'>1.6 'J. '0'>0 

g/ f'oreir,n invcstm<,nt. proj<,cts with forf'ign partrn·rs from two or mor<· co11ntrif'!;. 
Note: On I .larnrnry l'J'Jl. Fip,11r<·s may not add to totals h<'c1111s<· of ro1111<linp,. 
Source: ECE datahas<~ on joint vent1JrC"s. 
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.-'l.nnt·X L1bl« 11. For<"i&n i1wcstffit'llt 1;n-ojt"cts in the l'SSR. b"· industn· 

!SIC 
l'l' \'. l 
CodE- l\DL'STR\ 

.-\ .-\~:;1· i cult u t"t· . hunt i llf, <illd t <ffc st r\· 

b Fi sh i nr, 
C :-Ii n i llf, and qua tT\. i tlf, 
D '.·lanutacturini:; 

Id Pu1·i t icat ion ot ;:,it t l. 

F Construction 
l: ;:holt.'salr and t"ttail tLHk 

II Ho t c I s and n · s t au 1·;; n t s 
I Tt«insport. stoi-.:.1i;c & communic<tt ion 
.J Fina nc i a I int £· rmt·d i at ion 

Ill !fr a 1 r s t a tc· 

II Rtntinr, of machincrv & equipment 
12 Computo· and nlat<d actt\'ltlt'S 
13 RlShirch and dc\·c]opmc·nt 
/!1 llt Ji, r bus i llt ss ;ict i \'it it. s 

:·I Education 
\ lltc-dth and soci;d y,·ork 

9ll Sl i.·af,t· and n·i ust disposal 
'I} C11! t u1·;;j and sport inf, act i \·it i cs 
'JI Oth(·t' S( l"\"iCl s 

Ot hl r~ 

Total 

St~tutorv capital 

Total ForE-ign 

(mn SL'R) ( mn SLTR) (mn L'SD) 

54. l 21~. 6 41.4 
52.8 21...4 39.6 
17. 4 8.5 1J .1 

l.24lJ.l I .115.9 1.930.6 
7.6 3.8 6.0 

166.0 80.U 110.2 
202.4 10/ .8 164.4 
}66.1 152.6 244.8 
85.8 39.2 l10 ') 

lJ.9.7 74.6 11/. 7 
1 7 .!1 8.7 8.26 
1 ') . 7 9.5 15.1 

103. 3 118. 3 70.2 
JS.4 8./ 14.2 

16/1 . 8 1 3. ll 116 - 1 
I 2 . () 5.4 8. 

116. 1 119. 1 79.4 
15.:J I. I 12 .4 
88. 1 40. I (,1,. 4 

2.2 1. 0 1. 7 
11) . l 2 6 .l1 11). 6 

,, • 9118. 9 2,009./ 3,l'll.6 

'1} Includili,-, act j\·i tics tl<Jt classif icd amon,s:; :: iust l'ir-s. 

:~umbt. r 

26 
l ll 

7 
l.ll2Y 

3 
94 
68 

138 
6/1 

5 
6 

25 
11 7 

11 
268 

22 
46 
11 
85 
s 

l () 

2,0'.:>0 

Not£·: On I .larn1an· l'J'!l. Figun·s m;;v not add to totals bl·causc of l·oundinf,. 

Sauret: ECE c!atab;:st on joint \'c·nt11l'c·~;. 



Annex Table 12. Manufacturini; foreii;n i1n·~·stment pro kcts in tht: USS!:<. b\· bL.m.:!1 

Statutorv capital 

Total Foreign !SIC 
rev. 3 
Code INDUSTRY ( mn SUR) ( mn SL'R) (nm L'SD) 

15 Food 2S5.5 
0.0 16 

17 
18 
19 
20 
21 
22 
23 

242 
2423 
2424 

Tobacco 
Textiles 34.8 
Wearing apparel 82.0 
Leather 166.2 
Wood and wood products 137.6 
Paper and paper products 52.5 
Publishing and printing 69.2 
Coke, refined petroleum. nuclea~ fuel 76. 1 
Chemicals. of which: 364.9 

Basic chemicals 178.3 
Other chemicals. of which: 176.0 

Pharmaceuticals 30.0 
Cosmetics 106.6 

Other~ 10.6 
25 Rubber and plastics 149.0 
26 Non-metallic products 149.6 
27 Basic metals 46 .4 
28 Metal products 167.3 
29 Machinery&. eq11ipment: N.E.C .. of which ~30./4 

General purpose machinerv 101.2 
Special purpose machinery. of which: l'Jl. 7 

291 
29). 

2921 Agriculture & forestry machinerv 13.9 
292) 
2925 
2926 

Machine tools 87 .0 
Food processing machines 
Textile machinery 

Other~/ 

30 Office equipment and computers 
31 Electrical equipment 
32 

1210 
3220 
3230 

Communication equipment. of which: 
Electronic components 
TV. radio transmitters 
TV. radio recciv0rs 
Ot her~1 

31 Precision instn1mC':1ts 
311 Mot0r vehicles 
15 Other transport cqui pmcnt 
16 Furniture and manufacturing N.E.C. 
17 Recycl ir.r, 

Ot he r~1 

1 <). 2 
24. 1 
3 1. s 

1 'JI. } 
128. 3 
I ':JS. 6 

1.S 
b2. I 

} _ /_. 

8 /. 1 
140. I 
MJ.} 
}\.) 

I / 11 . 11 

} I. I 
88. /1 

78.5 
0.0 

14.5 
35.9 
33.6 
58.5 
24.2 
26.7 
JU. 2 

15Q.O 
74. 3 
80.7 
l':J. () 
48.2 

3.9 
64' 1 
60.6 
l.'. s 
41. 3 

111. q 

27. 6 
69.S 

2.6 
~t1 . I 

7. 1 
6.5 

ll1. I 
8LJ 

1J7.1 
rd. I 
I. ':J 

Vl.l 
(). 8 

~I . 11 

61 . 11 

! } . } 
t1 . I 

'J(i. 11 

') . () 
Id. I 

Total 3,21.9.1 1.?.1~>.9 

I J3 .6 
0.0 

23.6 
54.6 
)l1. 4 

93. '> 
38.6 
/42. 9 
31.5 

253.6 
il9.8 
127. 2 

23. 7 
76.8 
6.7 

1(.14.1) 
9?.9 
28. 7 
66. 1 

178.4 
11 s. ~ 

108.9 
t+_ 1 

5). 1 
11. /4 

1 \) . 7 
23. 6 

133. I 
2}(). 4 

')() . 1 
}.3 

I.) 

>} . I 
q I. ri 
I <J • 1 

(>. I 
'JI . I 
111 . I 
(d. 8 

1 . 930. 6 

18 
0 

19 
74 
26 
60 
10 
51 

4 
6) 
1 ') 

35 
9 

1) 

I 1 
}9 
56 

'> 
n 

111 
}6 
64 

l1 

21 
J 

4 
}l 

11 () 
}l 

) 1 
'> 
8 
I 

n 
/I 
I I 
I} 
/) 

J !1 

'>0 

1. 029 

iJ.1 Including activitiPS not classific·d in spPcific manufact11ri11r, !SIC f,roup. 
hJ Including activities not classifipd among manufacturing. 

Note: On I Janu;iry ICJ'JI. Fip,11rc·s m;iy not acid to totals h(·c:111s<· of 1·01mdinp,. 

Source: EC:E database on joint w·nt11rC's. 
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Annex Table 13. Forei&n investment projects in the USSR. by location 

Statutory capital 

Total Foreign 

Region (mn SUR) (mn SUR) (mn USD) Number 

Armenia 63.0 21. l 34.3 14 
Azerbauan 32.1 14.6 24.3 12 
Byelaurus 96. 3 36.2 57.2 43 
Estonia 96. 7 39.5 63.2 105 
Georgia 132 .L. 51.1 81. 7 61 
Kazakhstan 19.6 7 .1 11. 5 14 
Kyrghyzstan 0.6 0.3 0.5 1 
Latvia 51. 7 18.5 29.8 46 
Lithuania 50.2 24.3 39.0 18 
Moldova 65.2 21. 7 35.3 21 
Russian SFSR. of which: 3,826.0 1.588.9 2,485.5 1,535 

Moscow 1. 926. (J 891. l 1.410.l 982 
Moscow region 125.6 57.9 72. 3 48 
St. Petersbourg 34 7 .4 136.1 199.0 178 
St. Petersbourg region 31. 2 12.4 19.6 16 
Other Russian SFSR 1.395.8 4Yl .4 784.6 311 

Tajikistan 2.1 1.0 1. 6 3 
Turkmenistan 4.0 1. 3 2.0 1 
Ukraine 330.5 133.3 206.5 148 
Uzbekistan 8 7. 1 39.7 61. 2 24 
Unknown 21. 2 11. 2 18.l 4 

Total 4,948.9 2,009.7 3,151.6 2,050 

Note: On January 1991. Figurf's may not add to tot.qls because of rounding. 

Source: ECE database on joint ventures. 
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