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Intr tion

Eastern Europe has become a new focal point for investment by Western:
multinationals, due mainly to the unexpected political and economic changes
that have recently taken place there. On 9 November 1989 the Berlin Wall was
officially opened for the first time in its 28-year history. Thereafter
German unification was transformed from vision into reality within months and
consequently there has been a surge of foreign direct investment (FDI) into
the former German Democratic Republic by Western concerns, especially by those
from the Federal Republic of Germany.

Apart from the Soviet Union, every Eastern bloc country from Poland to
Bulgaria underwent a change in government within the span of one year. It
would seem that there 1is a strong correlation between the magnitude of
political change and the amount of FDI brought into a country.

In most cases the new leaderships have so far been devoted to the
development of market economies, which is reflected in new investment
legislation designed to attract Western capital and technology. The focus of
attention here will be on FDI since, roughly, the first breach in the Berlin
Wall, which marked a major turning point in Eastern investments.

Other issues have been raised as well. Of particular interest to the ILO
are the labour consequences of new investment: whether trade unions are being
established or maintained; wages and employee benefits, the multinatiomals’
commitment to training and the recruitment of locals, health and safety
conditions, and the effects of foreign competition are all of interest here.
Against this background, this study will also attempt to measure the extent to
which the ILO's Iripartite Declaration of Principles concerning Multinational
Enterprises and Social Policy is already pertinent or may potentially become
relevant in the East European economies, which are undergoing such rapid
changes.

This paper will therefore analyse these issues, by country and by
industry. Industries included are, for example, banking and financial
services, food and drink, construction, transportation, energy, media,
communications and mnatural resources. It should be noted that these
industries are in constant transition in Eastern Europe, and hence this can
only be a preliminary analysis of the issues.

Social and economic conditions in Eastern Europe

Investment legislation

To promote the development of market economies, countries belonging to
the Council for Mutual Economic Assistance (CMEA) have been adopting new
legislation regulating inward foreign investment at unprecedented levels.
Much of the legislation is designed to be compatible with that of European
Community (EC) countries, on the one hand to give the investors from those
countries a sense of familiarity with the new laws, and on the other hand to
help promote the desire of certain CMEA countries to eventually join the
European Community.
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Soviet legislation concerning joint ventures is quite developed, but
still fairly complicated and often wunclear. The legal £framework for
international joint ventures in the USSR was adopted in January of 1987 in a
decree of- ‘the Council® of Ministérs, which “has recently been "amended. - “Tn order
to'be reglstered with ' the Ministry of Finarce, a 301nt vehture' must - eithée¥:
(a) reduce 1mports by satlsfylng the "domestic demand for: goods, “(b) stlmulate
exportsi ' or (c) ‘bring - foreign 'skills, technology, or ‘money  into the"Soviet
Unlon.' The venture is exempt'from Soviet ‘taxes for the first two yedrs after
it reallses its first profit."' Thereaftér 'the" maximum tax - rate becomes a
trlcky polltlcal question;'  the Soviet Parllament set’ the rateat 45 per cent
in June 1990, compared with a rate of '38° ‘Per " cent - 86t DBy 'the "Russian
Parliament in November the same year. However, the problem with registering
with'the Ru551an Republlc is 'that “the “central ‘Soviet authorltles control the
essent1a1 supply systems.. Untll recently, ‘either side 1n a’ 301nt ventureé: was
allowed up to 99 per cent ownershlp, vwhich meant that a’ Sov1et partner had‘to
be involved. However, a “presidential “decree- " announced ‘ipétober’ 1990
permitted 100 per cent foreign ownership of investments and full management
control of- ventures,‘ln ‘other words complete authority' regarding - reéruitment,
dismissal and” wage gsetting.* The or1g1na1 décree also: requlred that the
Western partners‘use exports to repatrlate thelr proflts in hard: ‘eurrency
which often- 1mp11ed that the” company ‘would 'be competlng w1th itself” in Western
markets. Recent decrees have” suggested that ‘the ‘‘répatriation " of rouble
profits in hard currency would be permltted, but at rates cons1derab1y less
favourable than the off1c1a1 rate of Rbs 0 56 to the dollar. R

B 5
LI A LSRR R N o

‘ Hungary ‘now" allows forelgners to: own ‘a lOO ‘per "cent intereést dinia
Hungarlan company and, 4ds of 1 July~ 1989 " has permltted the transformation 'of
state-owned companies into - publlcly owned 'companies. ‘In’ Octoberk-l990 the
State Property Agency (SPA), which controls prlvatlsatlon,'announced that’ all
state—owned enterprlses were up for sale and that 1nvestors ¢could &xpetct to
complete a- deal within- 100 days of “the’ 1n1t1a1 “bid: “The priv ti’atlon
procedure had no precedent and ‘was expected to'be compllcated in pract
was nevertheless seen as an important step to revitalising the Hungarlan
economy. The Hungarlan Government hopes to prlvatlse the maJorlty of ~state
“assets w1th1n f1ve years. ' : gy

Accordlng to* the’ Pollsh Forelgn Investment Agency, whlch ‘was establlshed
in January 1989 ‘to promote'forelgn 1nvestment, current 1eglslat10n on joint
ventures in Poland asks for a" minimum' of $50 000 to be 1nves>"d by fore1gners,
or at least 29 per cent of the total ‘Valie of "the’ project. - Forelgn investor's
are free from taxation for the initial three years, which can be extended to
six. Bulgaria now permits joint ventures and foreign-owned subsidiaries
there, as well as the establlshment of forelgn banks.

e
IR

For mostly polltlcal and 1deolog1cal reasons, Romania has been slower
than its mnorthern neighbours in welcoming foreign investment with new
legislation. However, it has recently established a National Agency ‘for

‘Privatisation and an Agency for Foreign Investment Promotion, 1n part to
‘overlook new joint ventures.v'A new decree on forelgn investment, adopted on
20’ March 1990, allows 301nt ‘ventures or 100 ‘per’ cent forelgn ownership “in
domestic companles, except in a few "strateg1c" industries, ' Joiit ventures
are allowed to operate outside’ of 'the Central Plan. ‘The f1rst two years ' of
proflt are exempt from tax, and the* Finance Mlnlstry w111 reduce taxes by 50
per cent for up to three years thereafter if profits are reinvested in the
company or in another company with Romanian participation. The tax rate is
set at a favourable 30 per cent (compared with 40 per cent ' in
Czechoslovakia). As usual, there remains the question of repatriation of
profits. Current legislation permits joint ventures to repatriate 100 per
cent of their foreign currency earnings but with a 10 per cent tax (after the
tax on profits); profits in lei, the domestic currency, must be used in
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Romania, although an amendment under consideration would allow total
repatriation of lei profits after a 50 per cent levy by the Romanian Bank for
Foreign Trade (RBFT).

The Czech Government has recently adopted laws concerning foreign
investment, the privatisation of approximately 4,000 state enterprises and the
restitution of land expropriated under former regimes. The Czech Law on
Enterprises with Foreign Capital Participation of 1 January 1989 allowed joint
ventures, and their right to retain foreign earnings, set prices according to
market conditions and keep foreign currency accounts in local or foreign
banks. Current joint venture law allows 100 per cent foreign ownership of
domestic companies, except in areas of national importance (e.g.
telecommunications, defence, transportation). Joint ventures are also exempt
from state planning directives. On 1 January 1991 a new Foreign Exchange Law
came into effect establishing "internal convertibility" of the Czechoslovak
crown. Basically, the law obliges joint ventures to deposit their foreign
currencies into the State Bank for Czech crowns within a month of receipt, but
allows the crowns to be withdrawn again in hard currency for the purpose of
purchasing supplies from abroad; both transactions are carried out at the
prevailing exchange rate.

The privatisation process 1is outlined in two laws: the Small
Privatisation Law deals with businesses of a local nature (e.g. shops and
restaurants) which are being auctioned off to Czech citizemns only; the Large
Privatisation Law, in effect since 26 February 1991, requires that every
enterprise prepare a 'privatisation project" in which it evaluates its assets
and how they were wused, and how it intends to 1issue shares upon
privatisation. The company's shares will then be owned by the National Assets
Fund (NAF) for eventual sale to Czech or foreign citizens. The Law on
Protection of Economic Competition (effective 1 March 1991) aims to ensure
against potential market abuse by merging companies. Finally, the Restitution
Law, passed on 21 February 1991 and effective as of April, addresses the
return or compensation for $11 billion worth of property expropriated by the
Communist Government between 1948 and 1989. So far, however, the law is
restricted to Czechoslovak citizens, or their heirs, who are residing in the
country.

Sources: ILO Social and Labour Bulletin, 3-4/1989 (pp. 226-227), and 2/1990
(pp. 129-130).
Financial Times, 9 Aug. 1990: "Czechoslovakia overhauls legal
framework".
ibid., 13 Sep. 1990: '"Realising the Soviet joint venture".
ibid., 1 Oct. 1990: '"Moscow ready to allow 100 per cent foreign
ownership of ventures".
ibid., 18 Oct. 1990: "The second Czech revolution'.
ibid., 18 Oct. 1990: "'Romania removes blocks to new foreign
investment".
ibid., 19 Oct. 1990: T"Hungary puts all state industry up for sale".
ibid., 30 Oct. 1990: "Foreign business puzzles over Soviet
investment decree".
ibid., 29 Nov. 1990: "Romania joints investment club".
ibid., 7 Mar. 1991: "Czechoslovakia opens for business'.
The Economist, 12 Jan. 1991: "Investing in the Soviet Union".
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The quality of labour in Eastern bloc countries is a major incentive for
multinationals to invest there. Of the 2,000 engineers that Siemens hired in
1989 to work in the Federal'Republic”of Germany, several hundred were from the
German Democratic Republic' -~ (GDR)," but hiring ' them “was not without
difficultiesi ‘Peter’ Thust, Siemens' university recruitment “director in
Munich, said that 'the: East German skilled workers cannot automatlcally work
in the factory 'of the future, so we give them further education ... they also
have to learn to take de0131ons. Now they are drilled and wa1t for commands".

‘'Adam’ Opel AG, a ca¥ manufacturer, hired 900- workers from Eastern - Germany
within a few months to expand its ~car production. Accordlng to one company
spokesman, workers from the 'GDR. wére’ competent,’ but not' in’ such- dreas ‘as
computer englneerlng. “He- added' S"Dontt forget how these people ‘work: ' in ‘the
Democratic “ Republic.’” In the - car industry, . for 1nstance, they are used to
working ‘two to three ‘hours’ -a day because there ‘are no' parts available for
production. - When they™ started ‘work here and had 'to 'work eight— and-a<half
hours - they had ‘4 shock. On the other- hand, the work is easier for them
because there isn't as much manual work." L A

Companies in: the ‘Féderal Republic of CGermsdny will likely prov1de training
in - joint ventures, ‘such as those of Siemens and: Volkswagen.f Slemens is-also
funding university" research and educatiofi; 'where ! englneerlng students in the
GDR- prev1ous1y had' to devote ‘20 ‘per cent of their study time ‘to ! p011t1ca1
ideology. West German flrms have an 1nterest in retraining, idue’ to- the
declining birth rate in their’ country, and the lack of computer spec1a11sts
among students in the West, who prefer soc1a1 sc1ences. S

Amerlcan firms have discoveted cheap labour in’ Eastern Europe as' well
Peter Kona is CEQ. of 'IBJ Schroder. Bank -& Trust Co.y which'is: helplng Ameérican
companies to set up:in the East. He claims that "'the big leverage:'is “the low
labour <¢ost in the - prox1mity ‘of very hlgh. Western: European labour costs.
W1thout that, there‘would" not be much American interest in foreign 1nvestment
in Eastern Europe": ‘AVerage hourly ‘wages- 'dpparently vary from $3 in Eastern
Europe to $10 in the West.

to those of 1oca1 compan1es. Accordlng to one report, MNEs offer’ 50 to 100
pér centi more’ in wages. - ‘Zquzsanna®’ Ranki,’ director of the International
Management Centre in Budapest, said that "Western companles offer at least
twice as much ‘in&alaries. 'It's -good. On the ‘one-hand ... people can make
money. Biit it is also a problem Bécause they take away the - ‘talented people
from the State". The joint venture of the shoemaker, Salamander Import~Export
GmbH in the USSR, pays ‘between 70 and 90 pér cent more to’ its employees than
do ‘local" ¢ompaniesy "and saw' its shoe" ‘production 1ncrease from - 275,000 to 2
million a year from 1987 to 1989. Caterplllar Inc. pays ‘its ‘Soviét employees
double : the amount ‘that - state organlsatlons ‘pay, " “and -offers them' a clothing
allowance “in hagd: ‘cutrency. - Thesée 'rewards, explalns Felix Calondé€r, director
of Caterpillar in Moscow, are a sort of compensation  for" the’ hlgher risks
involved in worklng for - a- forelgn company,' where lay—offs requlre only 14
days' notlce, as opposed to relatlvely secure JObS 1n state organlsatlons.

The other d1ff1cu1ty that MNEs face is how to recruit Western—style
managers. = Ideally they search for someone of 35 to 40 years' old, with
management experience in sales or production, and several languages. Few East
Europeans meet these requirements. This was apparent in a study funded by the
World Bank of the managers at 29 major industrial enterprises in Hungary. It
was found that 80 per cent of these managers had no foreign business
experience, and only 13 per cent had any experience in market economies; 47
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per cent knew mno foreign language. Furthermore, few senior managers
understood the concept of strategic planning since this was dictated by
ministries in their five-year plans. The managers fared well in managing
technology since most had engineering backgrounds; still, many were dealing
with obsolete or backward equipment and depended on Western or Japanese
licensing to adapt to Western technology. (See Wall Street Journal, 15 Jan.
1990: "Are East Europe's executives prepared for the 1990s?" for more detail.)

As a result, MNEs usually bring in Western managers. West Europeans are
preferred, due to their proximity to Eastern Europe and comparatively better
linguistic skills than Americans. To lure Westerners to the East, MNEs offer
huge salaries, with other benefits such as housing, medical care and home
leave, with terms limited to three to five years. In response to this lack of
management skills in the East, training institutions are being formed, such as
the International Management Centre in Budapest, which claims to have set up
Eastern Europe's first MBA programme.

However, Western multinationals may not be able to count on cheap labour
for long. East European workers are beginning to reform their once state-run
unions. In Czechoslovakia, the Czechoslovak Confederation of Trade Unions
(CSK0S), set up at the end of 1989, claims to have some 6 million members, and
replaces the ROH, the state-sponsored union that dissolved on 2 March 1990
after suffering mass desertion. The CSKO0S, led by 1Igor Pleskot, a
metalworker, succeeded in April 1990 in convincing the Civic Forum (the Czech
Government) to comsult it regarding proposed trade union legislation, by
threatening to call a general strike.

In Romania, an independent trade union called Fratia claims 600,000 paid
members, and offers an alternative to the formerly state—owned union, UGSR.
In Bulgaria, a new independent white-collar union called Podkrepa, with some
100,000 members, has emerged. Both unions have, according to The Economist,
laid claim to rest homes and sports centres previously owned by Communist
unions. In Hungary, the Communist union has renamed itself the Confederation
of Hungarian Trade Unions, with membership down from &4 million in the
mid-eighties to 2.5 million today. There is now a three-year-old Democratic
League for Independent Trade Unions, and several other. independent unions per
industry. In Poland, the well-known Solidarity Union, formed in 1982, has
only to compete with a former Communist trade union called OPZZ.

In the former German Democratic Republic, some 20 unions with 9.6 million
members belonged to the Freier Deutscher Gewerkschaftsbund (FDGB), which was
disbanded; many of its individual members may join its counterpart in West
Germany, the Deutscher Gewerkschaftsbund (DGB). The metalworkers' union in
West Germany (IG Metall) and the food and restaurant union (NGG) have already
opened branches in the East, and IG Chemie is talking of merging with its
sister organisation in the East as well. As such, if wage parity were to
exist in both countries, Western employers will be less inclined to shift jobs
from West to East in search of cheaper labour.

Sources: International Herald Tribune, 13 Feb. 1990: '"To the US, the new
Europe offers cheap labor'.
ibid., 1 Mar. 1990: "East German workers: Skilled, Dbut
differently". _
ibid, 5 Apr. 1990: 'West lures best talent from East Europe States™.
ibid., 14 June 1990: '"New East-West trade: Managers cross borders".
The Economist, 7 July 1990: "East European unions: Militant tendency"
NZZ, 12 July 1990: '"Uberzogene Forderungen du DDR-Gewerkschaften'.
Handelsblatt, 15-16 June 1990: Interview with ILO Director-General,
Michel Hansenne.
Der Spiegel, 23 July 1990: '"Gewerkschaften: In fremde Reviere".
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The Eurgpean Bank for Recgnstructlgn and Develgpmen (BERD)

In June 1990 an agreement was reached in Paris to establish a Bank :for
European - Réconstruction and Development ‘(BERD). The new  international
organisation would receive an' initial $12 billion in capital Ffrom the &2
countries. at the Paris conference,- -and would serve as a kind of second
Marshall Plan to reconstruct the ailing economies of Eastern Europe. The bank
will be based in London, and headed by Mr. Jaques Attali, a former economic
adviser to French President, Franéois Mitterand.

The bank's: prlmary purpose, when it opens in 1991, will be to finance new
privately owied businesses. It will require that at ‘least 60 per cent of its
funding benefit the private sector. Its'statute will also limit lending to
countries '"committed to and applying principles" of multiparty democracy .and
pluralism. Various countries will ‘contribute to the initial capitaliinjection
as follows: . T RN

Per cent

EC 12 and European Comm19s1on and European Investment Bank: _ 51
Non-EC West European countrles fk— ‘ - s 110.7
United States - _ ST : L o ' S 10
Japan - T L. P e R S ' O T I
USSR : ' -
Other East European countrles W ‘ ‘ 7.45
Canada’ . - : CL : R S AEEEE L Y
Other i o oy Tl : Et e . ‘ o ’2;95"f
Total. ,.5 ,‘”.*\ o Coel T EoYE I ;v;uas¢100;90«»

ourceg: TIME 4 June 1990 ."The BERDs in: hand" e R R

[N 1d T 6 Aug; 1990{ ‘"US support for East

‘rj‘uEurope Bank- faces threat"
* - The Economist, 2 Feb. 1991: "The European Bank' Awkward fuss".

The most obv1ous dllemma facing multlnatlonals ‘going East is* how to
repatrlate their ‘eéarnings in hard curreney. Several methods" around this are
possible: counterpuirchase, or offset, is  when the exporter agrees - to buy
goods' “back from the country that - 1t is' exportlng to ~. hence . the actuil
transfer 6f hard currency is unrecessary; - thereiis also: regular barterifig; ot
buy-back, where exporters of equipment, for: example, agree to be paid with the
goods produced with the equipment. :"Apparently some “10 per cent of the: 1,000
or so joint ventures in the Soviet Union are a means of countertrade. But it
ig 'not- always easy to find goods ‘from" the East that are marketable' in' the
West, and to determine a price for such goods that ‘are often of inferior
qualityto their Westerm" ‘countérparts. 7 L : ch

oA form of 1nvestment -in- Eastern’ Europe currently belng ‘practised is
franchlslng. "Most of the 900 ex1st1ng JOlnt venturées in “Hungary take
advantage of this. ‘However, the ‘above-nentioned’ problem of repatr1at1ng funds
still exists, and" questlons have:'been- raised about the ablllty of the Soviet
legal: -system to deal - with —the" relatively  complicated. rules governing
franchises. AT ‘
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Although many multinationals moving eastwards require retail outlets,
this can be very problematic in countries where stores usually only stock very

few scarce products.
infrastructure for marketing,
stock control.

Hence there is a shortage of shelf space,
customer service,
Another problem is from the supply side,

and no

advertising or computerised
since only a few

companies, such as McDonald's or IKEA, have found ways to supply their East

European ventures locally.

The following is a table, published in The Economist on 7 April 1990, of
Western firms retailing in Eastern Europe (or negotiating to do so).

Window-shopper's paradise: Western

retail operations in Fastern Europe¥*
Country Food/ Clothing/ Electrical/ Other
restaurants footwear photographic
Soviet Asko Baginski Herlango Bloomingdale's
Union (W. Germany) (W. Germany) (Austria) - (usa)
Dr. QOetker Quelle Eastman Kodak Alphagraphics
(W. Germany) (W. Germany) (usa) (UK)
Baskin-Robbins Salamander Computerland Ikea
(Usa) (W. Germany) (UsA) (Sweden)
McDonald's Alain Manoukain ‘Rastile Starup
(usa) (France) International (Brazil)
PepsiCo Christian Dior (Venezuela) Pukeva
(UsA) (France) (Finland)
Alfa Beta Benetton Aer Rianta
(Greece) (Italy) (Ireland)
Goodys Stafanel
(Greece) {Italy)
Delhaize Coppernob
(Belgium) (UK)
Jindo
(S. Korea)
Hungary Asko Adidas Siemens Hertie
(W. Germany) (W. Germany) (W. Germany) (W. Germany)
Tengelmann Neckermann Herlango Avanti
(W. Germany) (W. Germany) (Austria) (Austria)
Bitta Quelle Niedermeyer INKU
(Austria) (W. Germany) (Austria) (Austria)
Wiener Holdings  Levi Strauss Philips Julius Meini
(Austria) (UsA) (Austria) (Austria)
McDondald's La Redoute Walter Nettig Metro/Huma
(UsA) (France) (Austria) (Austria)
Burger King Benetton Sony Ikea
(UK) (Italy) (Japan) (Sweden)
Andre Trade Pop 84
(Switzerland) (Italy)
Nestlé Marks & Spencer
(Switzerland) (UK)
Mercasa
(Spain)
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Country - 'Food/ ~ ‘Clothing/ ‘“Electrlcal/ * Other * -
o restaurants . . footwear "photographlc S e
Bulgaria Asko Quelle " Claoudaios
(W. Germany) (W. Germany) (Greece)
- 'Sandra
(Ttaly)
Lee Cooper
(UK) .
Poland Julius Meini Puma S e BT Hert
(Austria) (W. Germany) (w. Germany)
‘Leclerc “Quelle Ikea- - - -
(France) - (W. Germany) (Sweden)
o ' Bénetton e ""flelou
" (Italy)
Czecho- Julius Meini | Bata Lo .
slovakia’ ‘j(é@stria) o ff(Sw1tzer1and) RN Co e

Romaiiid =

* Includes joint ventures under negotiation.’

A T T

Price Watérhdueeeff‘“’

Source:

Another surpri51ng obstacle to forelgn businesses, albei X a temporary
one, is a shortage of property and offlce space in some Eashern citles. The
result is that office space costs in Moscow have been rated as higher than
those in Frankfurt, as shown below. R e

Prime commercial rents |,
City’ e December 1989 K
_ - $/m per year g
" Toyko 1800 oL
Co London (c1ty) 1 200 4o
' Paris'’ * 630 R
New York ‘ N 110 e
Moscow S 520 -
;o Frankfurt 7 g
R Beijing "7’ : _
Warsaw -
Budapest
Brussels
Sources: Jones Lang Woofton;

The Economist, 16 Dec. 1989.
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The situation in Moscow 1is such that many foreign companies use
apartments as office space, and their desire to expand will require some
80,000 more square metres of accommodation and 500,000 square metres of hotel
and office space. Tourists are reportedly being refused visas to visit the
Soviet Union due to a lack of hotel space. This in itself is enticing many
Western hotels, such as the Sheraton and Hilton, to negotiate the building of
new hotels in and around Moscow. Since the situation is roughly the same in
Budapest and Warsaw, with property waiting lists lasting up to two years, many
businessmen there also work from their apartments, houses and hotel rooms.

There are other related problems. Many of the buildings that do exist
are in very poor condition due to lack of maintenance. Furthermore, property
law is often changing, and claims to land by previous owners could be disputed
for years to come. The desperate shortage of office space may be mitigated by
joint ventures, such as the 2,000 square metre East-West Business Centre being
constructed in Budapest by Sweden's Skanska and a group of Hungarian
investors; or the Lim Centre in Warsaw, whose name is derived from its joint
developers: Lot, the Polish airline, Ilbau, an Austrian comstruction company,
and the Mariot hotel chain.

Sources: TIrademark World, Apr. 1990: '"Go East young man — Franchising in the

Eastern bloc".
- The Economist, 25 Nov. 1989: "East-West countertrade. A necessary

evil".
ibid., 16 Dec. 1989: "Eastern Europe's mini-boom in property™.
ibid., 7 Apr. 1990: '"Retailing in Eastern Europe".
International Hergld Tribune, 19 Dec. 1989: "Taking the rocky road
East". .
Business Week, 27 Nov. 1989: '"The shape of Europe to come".
ibid., 26 Feb. 1990: "Forget junk bonds. Now, there's Eastern
Europe".
Business Month, May 1990: "The hunt for red opportunities".
Financial Times, 8 Mar. 1991: '"Eastern Europe - Hurdles still to be
cleared" (survey on international property).

The Eastern European economies
The rapid transition towards market economies in Eastern Europe has had
negative effects on both industrial output and employment levels. The table’

below shows that, for every country listed, industrial production has
decreased since the beginning of 1990: :
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Basuc lndlcators for eastem European countnes

N BUI.GAR!A _ ' B CZECHOSLOVAKIA . B HUNGARY T ¢
L p ; 989 "0 1990 1981° 0 L 189t 1988 - 01989 .. ) 4880  §. 4991
GNP USSbn, ..~ | - 50.9 ’ ,5Q.8 46.0 43.4 121.8 123.1 121.5 119.2 65.3 645 . 593 . 8663
GNP growth +0.6 =02 = -85 ~5.7 +1.8 +1.0 -13 =1.9 1.8 g2 T2 ~5.0
Consumer prices L1130 1#9.2 £50.0 ¢ -+100 © +2.2 +40 - +11.0 . +35.0 1-18.0 -30.0. | +22.5
Industrial oulput . - +5.2 +2.1 -6.0 ~3.0 +2.1 +10° '-35 | -45 0.0 -8.0 ~6.0
Agricultural output. . 7 4017 ~04" 51 "~25 +2.9 1.1 =08, ~04 v +43 -45 - =12
Energy production L.r4.8 -34. -0.5 +0.5 =12 —-25 ~3.0 =29 -3.0 +1.7 412
Net energy exports =16 -0.5 ¢« =51 =19 -1.6 -1.4 +0.9 -22 —2.1, -90 =78
Foreign trade USSm g ;e . . ) -
Current account —-770 ~=1,233 —~378 +338 +139 +328 -300 +52 =807 +221 +807
Net services +247 +174 + 225 + 342 +76 +83 +83 +83 —333 —26 ~12
Trade balance . . —884 ~1 102 . —~211 +526 -G8 +442, ~301 +68 +489 +1,374 +2,135
Hard curr exports - 3,445, 2,637 1,965 2,218 4,940 5401 " 5,982 6,462 5,333 6,465 7,738
Hard curr imports . ,4,329 3,739 2,176 1,693. . 5035 _ 5092 6,283 6394 . 4912 5543 5,973
Gross debt USSm 8,890 10 220 11,053 11,619 7,281 7,915~ 7,300 7,361 ¢ -7 19,625 20,272 21,472
Net hard curr debt m a2 9,158 9,856 . - 10,503 314 232 . 450 700 14,498 16,991 17,991
Net. debllexporis ! 208 347 502 ° 473 6.4 59 © 7.5 10.8 272 263 232
Exchange rate per $ - 0,834 i 0.844 . ©0.800 16.0 © .. 632 - 1506 . 24.00 3240 °° 504 ... 62.0 -76:0
MPOLAND.. = N IROMANIA i TR 5 e
1988 1988 1990 1981 1900 ; * 1001 .
Y1755 172.8 140977 1348 109, 0”"" 1057 2986:00 ©  82i97} 130.9 . 1295 =« 1% GNP USSbn:
+1.9 -1.6 —18.4 -4.3 +1.6 -31 -—186 ~3.6 +01 —=10.: —91 .- =58 . - GNPgrowth
+61.3 +639.6 ' +220 +27.5 +0.5 + 1.1 +5.0 +70.0 +118.4 +1,256",+55.0 +27.5 Consurter prlcas
+5.1 -3.5 —20.0 —6.0 +3.6 =21 —20.0 -9.0 -1.0 +1.0 X Industrial output
+1.2. +156 ., —44  -11 +2.9 -43 ~68, =22 . —37 +3.0 Agricuttural output
-05 278 18615 =197 =44 0 -18 ~1:3 +0.0 -0.5 +08 - o Energy oufput
1 +0.0 +49.2 —78.4 ~31.6 +9.5 © +126 -19.0 ~8.0 +3.4 +2.0 ,Net energy expoits
. - MRREEY Forelgn {rade USSm .
~580 - —1843 +2,08] --+1,500 - .+3,800..+2650 —1,248 693 . +2,398 +2,210 .= Current account
=48 - =228 -50. —-53 COW4100 22 =193 =141 “+3,232 43,769 - Net services bal
+1,082 +240 +3,231 +2493 43,560 +2,520 -—1,139 —498 - —804 -—1,421 ° , Trade halance
8,87 ,.8,533 _ 0,802 11,807 6.640 5890 6037 7,100 9,608 ,. 10,549 11,485 ’ Hard curr exports
7.305 « 7,787 . 8571 :.9,015" ©2/990: 3,470 (i .-7,478.7 7,688, 7 10,412 711,870 15190 - ~ Hard curr !mports
39,200 40,800 42,100 42 100 2,100 500 3 550 4,740 18,663 16,500 15,687 .. Gross debt US$m
. 35,576 36,956 36,175 36,200 1,201 - ~—1,229 =321, 1,321 14,296 9,602 - "' 8,281 .Net hard curr debt
.o+ 424 . 433 . 369 .- 315+ 197 -205 : 63 . 186 49 .. 91 . 72, . 65, - Netdebt/exports
430.5° 771,439 ° 9,500 12,113 “14.2 14.9 20.0 42,5 - 0.252 29 " 117 ‘14.9 Exchanqe rate per $

“Statistics for 1990 and 1991 are’ forecasts. - Gross national product
figures are US$bn.‘ The trade breakdown 1nclud1ng exports and 1mports are US$m.

“The figures for consumer - prices,’ xndustrlal, agr1cu1tural ‘output are
annual growth rates of indices (1980=100).' GNP, growth, energy productlon and
net energy exports are annual growth rates of current price series. Net
debt/exports is a percentage ratio.

: : .
SE Y F el ey Tl el
i A i

Source: PlanFcon Review and Qutlook, by PlanEcon Inc., 1111 lhth St. NW, Ste.
ol B 801, Washlngton, DC‘20005, 37““">See also Flnggglgl Tlmes, 4 Feb.
1991, "Trans1t10n in" Eastern Europe - Dk

Lok Ty B . A [ ¥ ot

According to the United Nations Economic Commission for Europe (ECE),
industrial production in these six countries fell 18 per cent during the first
nine months of 1990, compared with a year earlier. In a Financial Times
survey of Eastern Europe (4 February 1991), it is suggested that this trend
may continue with the modernisation brought about by Western investments.
These have so far been focused more in areas of greater backwardness, such as
telecommunications and transport, but are expected to increase if and when
foreign investment legislation and accounting procedures in the East are
revised. The survey states that countries which once measured their economic
progress in terms of production levels are now, ironically, having the

~effectiveness of their reform policies judged in terms of the speed of

production decline, the rate of factory closures and the rise in unemployment
and bankruptcies. The survey predicts, however, that by 1993 Czechoslovakia,
Poland and Hungary should all enjoy increasing levels of industrial production
and a positive trade balance.

Source: Financial Times, 4 Feb. 1991, "Transition in Eastern Europe'.

9227d/v.3



- 11 -
Joint ventures by industry: An overview

According to the United Nations Centre on Transnational Corporations
(UNCTC), the overall number of registered joint ventures in CMEA countries and
Yugoslavia was 3,345 at the end of 1989. This is a dramatic increase from a
mere 165 at the beginning of 1988, and from 1,375 as of 1 July 1989. (These
numbers exclude the German Democratic Republic, which had no laws concerning
joint ventures until 1990.) The investments were primarily concentrated in
Poland, Hungary and the USSR. Most joint ventures were in the manufacturing
sector (49 per cent, 65 per cent and 61 per cent in the USSR, Poland and
Hungary, respectively), followed by the service sector. FDI in primary
products was minimal.

In some industries, the demand for goods is so large and production
facilities so poor that Western joint ventures will need years to satisfy the
market. The automobile industry is a prime example, where waiting lists in
some East European countries still reach up to eight years. The Economist
Intelligence Unit predicts that demand will exceed supply in cars in Eastern
Europe for at least another decade, although production there is expected to
survey in the coming years. At present, if all currently planned joint
ventures materialise, they in themselves will account for roughly 2 million
new cars and trucks produced each year.

Automobiles

The 1list of Western car companies with or seeking joint ventures in
Eastern Europe is long. The market is seen to have enormous potential, given
the large differential between Eastern and Western car ownership (see chart on
p. 11). East European car production and sales has remained steady at about
2.3 to 2.4 million units a year throughout the 1980s until today (or 2.5
million with Yugoslavia), but this figure could double or even triple by the
turn of the century, according to some estimates. By comparison, the 12
European Community countries produced 12.5 million cars in 1987, with roughly
one-quarter fewer people.

Western investors can benefit greatly from low labour costs in the East,
which currently accounts for only 2 per cent of the cost of building a car in
the region, as compared with nearly 25 per cent in many developed countries. -
The average Skoda worker receives a mere $100 a month. For Easterners, joint
ventures will hopefully create more jobs and greater skills, as well as
personal mobility. The tables below show which companies are involved in

joint ventures and the current vehicle production levels in different Eastern
European countries.
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GENTLEMEN, START YOUR ENGINES

h Principle automobile ventures between Western' and’ Eastern
European auto companies. " ' ‘

' General Motors .

In Elsenach, Germany, w1th partner Automobllwerke Elsenach,

intends to partially assemble 10,000 Opel Vectra cars annualy, for

 investment of $18 m11110n.ﬂ Is con31der1ng the assembly of 150 000
Opel Kadett ~subcompacts as a part of a $500 m11110n expans;on. ‘

o LIn Brat1s1ava, ‘ Czechoslovakla,_ w1th partner“ﬁ’Bratlslavske
Automobllove Zavody (BAZ), will" by late 1992 build L5
Kadetts, for ‘the Czechoslovak market and up to 250 000 transm1531ons

- for export to, the West. Cost to exceed $150 mllllon.;"'"

In Gyor, Hungary, in co—operatlon W1th RABA, w111 ulld 15 000
Opel Kadett subcompacts, 200,000 four-cylinder engines and take a 67
per cent stake for investment of $150 million.

In Szombathely, Hungary, GM's Packard Electric Divisidnywiil“
.build automobile w1r1ng parts and take a 60 per cent stake w1th
~ Villszov. : oo

» ,vIn Togllattl, Sov1et Unlon, w111 se11 150 000 englne systems
_and is duscuss1ng the assembly' of catalytlc converters w1th VAZ .
'(Volga Auto Works). . . - . . o , L

R LT ) [ERTIAT S EEE A O BV

y‘glkgwg den

. In . Zwickau, - Germany, . in partnershlp 'w1th EFA Pkw AG 8
" Sachsenring, GmbH  subsidiary,.
‘Jisubcompac %w a day reachlng 'annual productlon 50,
. subcompacts’by 1996 with'a total 1nvestment of $1. 99‘b11f':f

In Sarajevo, Yugoslavia, in partnership with UNIS-TAS, plans to
boost 49 per cent stake with an investment of $130 million and
increase annual production by 40,000 Golf cars and pick-up trucks.

Volkswagen has entered a $6.4 billion joint venture agreement
with Czechoslovakia's Skoda to modernise its operations and increase
annual production to 400,000 from 180,000 currently.

Fiat

In Biatsko-Biala, Poland, with partner Fabryka Samochodow
Malolitrazowych (FSM) will produce 240,000 cars annually by 1993, of
which Fiat will receive a total of 500,000 in return for $650
million in parts and equipment.
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In Warsaw, Poland, 1is negotiating with Fabryka Samochodow
Osobowych (FSO) to jointly build 120,000 subcompacts based on the
Fiat Tipo by 1993. Is also studying proposed engine and
transmission plants in Poland and a proposed stake in a holding
company for FSM and FSO. '

In Kragujevac, Yugoslavia, is negotiating to increase its 18.5
per cent stake in Zavodi Crvena Zastava, which assembles the Yugo
subcompact. Recently began production of the Fiat Uno subcompact.

In Yelabuga, Soviet Union, plans to invest in a $7 billion new
facility to eventually make 900,000 cars a year.

Renault

In Bratisiava, Czechoslovakia, will build up to 30,000 Trafic
vans starting in 1992 with partner BAZ.

In Novo Mesto, Yugoslavia, will build about 55,000 Renault R5
models with partner IMV.

Ford

In Szekesfehervar, Hungary, will build ignition and fuel system
parts in a wholly owned subsidiary.
Suzuki

In Esztergom, Hungary, will build 100,000 Swift subcompacts and
take a 30 per cent stake with investment of $46 million with partner
Autokonszern RT.

Daimler—Benz/Mit ishi

Negotiating to build up to 300,000 Mitsubishi commercial trucks
and Mercedes-Benz medium-sized cars annually in the Soviet Uniom.

Sources: Auto companies; UBS Phillips & Drew; 1 treet
Journal, 14 Nov. 1990, and various newspapers.
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Products

Capacity

Company/location

(units)
USSR
AZLK, Moscow Moskvich; Aleko 180 000
GAZ, Gorsky and Saransk Volga cars;'trucks 240 000
I1ZHMAS, Ustynov Moskvich 180 000
KAMAZ, Nabarezhnie, Tcheiny 6~-24 ton trucks 120 000
UAZ, Ulianovsk Cars/small trucks 150 000
VAZ, Zaporoche ZAZ; Tavria 170 000
ZIL, Moscow Trucks; limousines ) 220 000
Czechoslovakia - ot
AZNP, Mlada Boleslava Skoda cars; vans; buses 180 000
TATRA, Koprlvnlce ‘ Trucks, 11mou51nes 17 000
East Germany
VEB, Sachsenring Auto Works, Zwickau Trabant 140 000
VEB, SAW, Eisenach Wartburg --80 000
IFA, Ludwigsfelde Trucks 33 000
VEB Barkas, Karl Marx: Stadt ’Vans 33 000
Poland
FSO, Warsaw Polski Fiat 100 000
FSM, Blaisko Biala Fiat 126 7250 000
Hungary = ¢ ’, SR gt v
RABA, Gyor - ' '9-16- ton ‘trucks o “ “1 600
Csepel Auto, 821gethalom Buses; trucks Sae el 13 000
Ikarus, Budapest Buses 000
Romania R
Motor Car Enterpr1se, Pltestllﬁ‘ Dacia 90 000
Oltcit, €raoiva ’ Oltcit R 150 000
Motor Car Ent., Muscel ARO’AWD TR v 18 000
MM : Sl e : KAV 1 o LER ]:’!.%\_, i
Assembly Plant Lovech S ¥ . Moskvich 2140 - el 20 000
Ygggglgv1a
IMV, Novo Mesto Assembles Renaults 55 000
CIMOS, Koper Assembles Citrdens, Peugeots 7 000
UNIS-TAS, Sarajevo Assembles VWs 35 000
Z0Z, Kragujevac Zastava 220 000
IKARUS, Zemun Trucks; buses 1 000
TAM, Maribor Trucks; buses 10 000
Total listed capacity 3 527 600

Sources: EIU;

Financial Times,

18 Sep. 1990.
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Vehicle production in Eastern Europe

Vehicle

Financial Times, 18 Sep. 1990.

Country 1988 1989
USSR Cars 1 318 666 1 335 000
Trucks 790 000 + 730 000
Buses 84 000 85 000
Poland Cars 296 337 298 000
Trucks 46 800 47 000
Buses 10 500 11 000
Yugoslavia Cars 290 048 302 867
Trucks 36 483 35 338
‘Buses 3 901 3 463
East Germany Cars 218 000 216 969
Trucks 39 600 39 000
Buses 1 630 1 600
Czechoslovakia Cars 159 160 165 000
Trucks 51 500 52 000
Buses 3 500 3 300
Romania Cars 108 000 107 000
Trucks 17 400 17 000
Buses 3 000 3 000
Bulgaria Cars 20 000 20 000
Trucks 6 800 7 000
Buses 2 750 2 700
Hungary Cars - -
' Trucks 2 063 1 087
Buses 12 350 11 930
Eastern Europe Cars 2 410 411 2 444 836
Trucks 990 646 928 425
Buses 121 631 121 993
Total 3 522 688 3 495 254
Sources: EIU;
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Market potential: East and West car ownership levels goﬁpared

(persons per car, by country)

Soviet Union 22.5
Poland 7.9
Yugoslav1a : 7.6 Japan 4.0
Hungary . 6.0 Western Europe 2.7
Czechoslovakia 5.6 North América 1.7
Average L 9.92 Average | 2.8

Source: International Herald Tri , 9 Apr. 1990,

i

‘ The 1n1t1a1 euphorla that drew car makers east, however, proved to have
many pitfalls. They discovered that the industry was deliberately neglected
as a means of restricting people's freedom of movement; Thence they are
finding wunusable plants, poor supply systems, unmotivated workers,  and
auto-makers more, concerned with meeting output levels than with quality. "The
Wartburg plant 1n E1senach is a good example. The plant, which once produced
BMW AG's first cars, now still relies heavily on manual labour; at best, its
11,800 workers produced 200 cars a day, compared with 1,050 vehicles produced
per day with 2,500 workers at Ford's plant in Atlanta, Georgia. BMW concluded
that the Wartburg plant was more backward now than it was 45 years agos;
hence, it has so, far not invested in Eastern Europe and expects its future in
the reglon to be 11m1ted to used cars.

4 .. The veh1c1e—produc1ng multinationals that do have plans in the East are
carrylng them .out. .cautiously. Most agreements involve the 11cen31ng ‘of
Western car des1gns, the transfer of manufacturlng ‘technology or the assembly
of car "kits" sent from the West, all of which require only small investments
and can easily be terminated. For months General Motors was considering less
costly alternatives to its plan for the construction of a new GM-Opel plant in
Elsenach, and F1at, apart from expertise and equlpment, had (as of November
1990) only 1nvested $30 million (around 5 per cent) of the total $7 billiom it
planned to invest in the Sov1et Unlon.

%Telecommunlcations is another industry ~ desperately in mneed of
impro?ement; Eastern Europe has fallen perhaps 20 to 30 years behind Western
Europe 1n this area, a larger discrepancy than in most areas. The reasons. for
this. are, on the one hand, the desire of former,r 'mes to restrict the free
;flowp,of 1nformat10n and to prevent the moderni tion of telecommunications
gystems by, for example, prohibiting direct interfational dialling. The other
reason’ for ~this “lack~ of development was the Coordinating Committee for
Multilateral Export . Controls (cocoM), the committee that regulates, the
transfer of Western - technology to the East for security reasons. It ''is
. particularly careful about exports., .to the USSR, .-and | f011ed a .deal, by the

French telecommunlcatlons company, Alcatel “with & Riss -
‘Krasnaya - Zarya. " On~ the ~other - hand, Easterners realige” that a good
communications network is essential to attract new business from the West.
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Some investment has been made anyway, such as between BHG, Hungary's
largest telecoms-equipment producer, and Kapsch and Schrack of Austria and
Northern Telecom of Canada. Hungary also has contracts with America's AT&T
and Sweden's Ericsson. The need for more telephones in Eastern Europe can be
seen in the following table (The Economist, 24 March 1990) comparing
telephones per 100 people in the East and West.

Telephones per 100 people, 1988

United States 90
Western Europe 60
Japan ‘ 60
Bulgaria 25
Czechoslovakia 22
GDR 21
Yugoslavia _ 15
Hungary 12
Romania 10
Soviet Union 10
Poland 9
Albania 2

v Furthermore, in 1988 there were only 9.8 main telephone 1lines per 100

people in the six central European countries (excluding the USSR), compared to
40 in Western Europe. The figure for central Europe is in fact close to the
same figure for less developed countries such as Costa Rica (9 lines per 100)
or Malaysia (7 lines per 100).

Another industry greatly affected by COCOM regulations is the computer
industry. Japan's NEC Corporation said that it planned to open representative
offices in Budapest and Moscow but only under the assumption that COCOM's
export controls would be deregulated. Sanyo Electric Company will expand its
network for servicing home appliances in the USSR, and has a 5 billion yen
($35 million) contract to supply East Germany with 100,000 video tape
recorders. A Japanese trading company, Marubeni Corporation, plans to’
distribute Canon and Hitachi goods through a wholly owned subsidiary in
Budapest. :

Compaq Corporation, a 3 billion-dollar computer company that is only
eight years old, is now developing an East European strategy. Interestingly,
what sparked this strategy was COCOM's decision on 1 July to relax its ban on
the export of advanced personal computers and electronics equipment, enabling
Compaq to ship its 32-bit desktop 386 model without individual licences.
Faced with the difficulties of earning hard currency, the company has
nevertheless decided not to accept soft currencies or barter. Earning hard
currency is a question of making the right contacts in the East, the company
said. Compaq intends to set up franchises with computer specialists in the
East, together with training, once it has established reliable supply networks.

Management éonsulting

Management consulting firms are moving eastwards along with their
clients. Roland Berger and Deutsche Gesellschaft fiir Mittelstandsberatung,
both owned by Deutsche Bank AG, are operating in East Germany, as is McKinsey
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and Company.
Republlc,
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“In the fall of 1989, when Czechoslovakia,
.Bulgarla and Romania all underwent a 'sudden change in government,

the ‘German Democratic

the major Western accounting firms were amorig the first to rush 1nto Eastern

‘Europe,’’ prlmarlly to -

opportunities ‘in the East.
joint wventure

research on

‘service. Western - clients
Such " setvices 1nclude audltlng,
company ' evaluations,

partners;

business training programmes and strategic planning.

The accounting flrms moved

1nto Hungary first,

tax consultlng,
and developing

since that country's

economic reforms were moré advanéed in terims<of" privatisation and the opening

of a stock exchange.

in a joint venture there:

Now all of the five major accounting firms are involved
Arthur Andersen (60 per cent) with Kopint-Datorg;

Coopers & Lybrand (60 per cent) and the Hungarian Credit Bank;
(98 per cent) and Bonitas;
Waterhouse (80 per cent) and the Hungarian Forei
table shows which firm i< where, and when operdt

Sy et oy

Ernst & Young

KPMG (100 ‘pér’ eent)-and Reviconsult, and Price
1 Trade Bank.
5 ‘began:

The following

Republic -

Hungary -

£ 18 staff
Poland Rep.'off1cef§~
1989
3 staff
Romania 7' Being. .

USSR '+ March 1990

14 staff -
Yugoslavia Being
considered

Sept. 1989

»con51dered :

»1

Jdﬁé‘1989

120 staff

Source: ~CA Magazire, July 1990.

199@ %"d.w

301nt venture
1n 1990 :

Apr11 1989

‘105 staff

agreement
Janus;y>1990

Co—operatlon b
faﬁreement ‘
‘January 1989 -

JOlnt'venture
January 1990

Contracts only

20 staff

Co-6peration - -

Who's set up shop where R
Country Arthur Coopers & Ernst & Young - KPMG Price
Andersen Lybrand SRR Waterhouse

Bulgaria - - _ Contracts only  Being Contract
S e B : ¢ GEE et ’ "'cons1dered‘wdﬁIYﬁ

Pl creo P vt :wu,m‘“ 'V¢:" . : ORI EEE T S e Rt
QC?éChb—F"*v199O T1990 ¢ - May 1990 o }990¥f?
‘slovakia o ~ SR R

German April 1990 1990 Co-operation 1990 March 1990
Demoeratic¢ R CoTn agreement now’ RS AT M

Nov. 1988
'“60 staffc‘

June' T989"

Apr11 1990 Aprll y
Possible Contracts
joint only B
veriture PTG
in 1991
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Perhaps more interesting for the purpose of this study are these firms’
recruiting and training practices. Most offices in Hungary employ a
combination of locals and expatriates, since it is important that employees
speak the local language. The advantage of having locals is that they are
familiar with the market; expatriates are more expensive but have more of the
necessary skills and knowledge required. To lure expatriates, most firms will
pay for housing, transportation and annual flights home.

In order to provide consulting services, many of which were non-—-existent
in the East before, the accounting firms have invested heavily to train local
economists and business graduates. Arthur Andersen's is the most extensive
training programme; it sends Hungarians to its intermational training school
in Chicago, then to apprenticeships at its offices in North America or Europe
for up to six months, and then to study local law back in Hungary.

Sources: United Nations Industrial Development Organisation (UNIDPO), 13 Mar.
1990: "Recent trends in foreign direct investment flows to European
CMEA countries".

Boersen Zeitung, 15 July 1990: "UN registers significant increase
in joint ventures".

Business Month, Apr. 1990: "Who will be who in Eastern Europe'.

The Economist, 18 Nov. 1989: '"Bankers peep through the curtain”.
ibid., 2 Dec. 1989: '"East European cars'.

ibid., 24 Mar. 1990: "East European telecoms".

International Herald Tribune, 29 Dec. 1989: '"Japanese join rush to
East bloc". '
ibid., 15 May 1990: "Western firms counting on Eastern markets".
ibid., 24 Jul. 1990: "Compaq: PDQ into E. European market".

ibid., 24 July 1990: ''Management consultants head Eastward'.

CA Magazine, July 1990: '"New kids on the bloc".

Financial Times, 18 Sep. 1990: "World car industry. Eastern
European markets are opening'.

ibid., 4 Feb. 1991: '"Telecommunications: Bridging the huge gap".
Time, 14 Jan. 1991: "Go East, young man'.

Director (UK), Nov. 1990: '"Moving into overdrive".

Wall Street Journal, 14 Nov. 1990: "To Western industry, East bloc
auto market is losing some lustre".

The Soviet Union

General

The number of joint ventures in the Soviet Union is on the rise; since
the beginning of 1987 some 1,000 ventures have been registered, and 800 during
1989. By end January 1990 the total number reached 1,274, and nearly 1,400 by
March. The percentage breakdown, by country, is shown in the following table
reproduced by The Economist (6 January 1990).
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The'illusign of success

Number of joint ventures in the Soviet Unlon ~
(Percentage, by country, September 1989) v B ' 'ﬁ‘vAW

on

CItaly:

W. Germany: 20.2 - 9.2 E

Finland: 13.9 Austria: 9.2

United States." 12.3” ‘Switzerland: 7.2 :
Brltaln. et 9.4” 8.6 v

>“:Others* **j 1

#* Sweden, France, Japan and Canada. TR S A 3 E{
Sources: Ministry of' Foreign' Business ‘Relations; The- Royal Institute ‘of
International Affairs.
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In February 1990, of the 1, 27h ventures, the Federal Repubblc was still
in‘the lead with ‘191 ventures, followed by ‘Finland afid the United States with
146 and 143 respectlvely.' But of the 1,400 ventures off1c1a11y5reg1stered in
March, only 250 ‘Were' actuaily operatlng, with’ average capltallsatlon at a mere
$1.7 million.™ Furthermore, they are often a1med at forelgners, such as
consultlng and hotels or shopsvfllled With’ Western goods”that do not produce
anything in the Sov1et “Uiiion. Thls prompted one ‘membetr " 'of: théiSoviet State
Foreign ‘Economic™ ‘Gommission  to - complaini ‘that .''very few: ' [ventirés] are in
machine building, and less than 10 per cent are in consumer‘goods (Business
Week, 19 March 1990) O wl “t; 9 ool

The tables on’ the following pages, reproduced in Management‘Rev1ew (March
1990), clearly demonstrate how “most ‘ventures- are focused Rkl ”areas such as
‘consulting "or other ‘areas- potentlally of" greater beneflt to’ orelgners, and
which countrles were part1c1pat1ng (note. tables only measu b o 1 October
1989). ' : E :

N "R aot i ¢

T TooonTLoI Tue G

cepe
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Where the deals are: Soviet joint ventures

registered as of 1 Qctober 1989

Number of Soviet joint ventures
signed with foreign partners

Foreign partners Number of Charter Fund
joint ventures (Millions of roubles)
Socialist countries 105 352.1
Capitalist countries 748 2 036.2
Combined socialist and capitalist
partners 12 26.2
Developing countries 60 63.2
Combined developing and capitalist
partners 8 27.9
Total 933 2 505.6
Distribution of joint ventures by economic sector
Quantity Percentage

Scientific research, engineering
consulting-intermediary services

and executive training 287 30.5
Production of computers and software 122 13.0
Construction and production of

building materials 60 6.4
Consumer goods - 58 6.2
Trade and restaurants 58 6.2
Toursim, hotels and transport .

services 53 5.6
Chemical-forestry 47 5.0
Medicine, health care 46 4.9
Agro-industrial complex 41 4.4
Machine building (excluding

production of computers) 40 4.3
Cinema, video and concerts 37 3.9
Light industry 31 3.3
Printing 25 2.7
Transportation and communications 18 1.9
Fuel-energy 5 0.05
Metallurgy 5 0.05
Total 933 100.0%*

* Numbers may not add up to 100 per cent due to rounding.

Source: The Foreign Economic Commission of the Council of Ministers of the
USSR Department of Joint Ventures.
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Charter Fund investment

Participation of countries in joint ventuxgéiin the : USSR

Socialist countries

Bulgaria

China =~ =

Czechoslovaki
East Germany
Hungary
North Korea
Poland
Vietnam
Yugoslavia

Note:

124

28
14
4
1
22
8
26
3
18

Developing countries

Afghanistan

- Bangladesh

Brazil
Cyprus

Hong Kong
India

Iran

Jordan
Kuwait
Lebanon
Malta

Oman
Pakistan
Panama

Saudi Arabia
Singapore
South Korea
Syria
Thailand
United Arab Emirates
Venezuela

69

NWHWHOVORWNEHENDWR RGP oW

Soviet joint ventures registered as of 1 October 1989. . ...«

Capitalist countries

Australia
Austria
Beligium
Canada
Denmark.
France: .
Finland- -
Great Britain
Greece: ~ ;
Ireland:
Italy

Japan
Liechenstein
Luxembourg
Netherlands
New Zealand

i Norway < - aeliues

Spain

Sweden
Switzerland
United States

West Germany

794

-10
65
9
23

.2
35

Lol

fooir cld0
i 65

6
3
61
20
12

6
16

3
tl-
13

.38

43
97
153
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The first 100 US-Soviet joint ventures registered in the USSR

Regis~ Date of US partner Planned business activity Capital
tration Regis— investment
No. tration in millions
of rubles by
US partner
1. (013) 11/26/87 Combustion Engineering Process control systems 5.00
2. (021) 12/29/87 Management Partnership Int. Software, computers 3.30
3. (037) 04/12/88 Elan International Flavours 0.06
4. (046) 05/13/88 Honeywell Control systems 0.50
5. (056) 06/16/88 Worsham Group Construction 3.00
6. (065) 07/06/88 Considar Project Development Information systems 0.03
7. (092) 09/02/88 Tambrands (Great Britain)* Tampons 0.52
8. (104) 09/21/88 Unicorn Seminars Publishing, shops 0.98
9. (108) 10/10/88 Interconcepts Advertising 1.96
10. (109) 10/14/88 Rank Xerox (Great Britain)* Copy centre 0.34
11. (116) 11/01/88 Robert A. Weaver Management consulting 0.02
12. (118) 11/02/88 Tambrands (Great Britain)* Tampons 0.54
13. (147) 12/02/88 Dresser Industries Engineering 0.15
14. (159) 12/24/88 McDonald's Rests. of Canada* Restaurants 7.33
15. (172) 12/26/88 USKO Investment Consulting 0.50
16. (179) 12/28/88 Foster Wheeler Construction/petroleum 0.32
17. (183) 12/28/88 American General Resources Scrap ships 0.03
18. (190) 12/29/88 Management Partnership Int. Management training 0.09
19. (203) 01/12/89 Ogilvy & Mather Advertising 0.15
20. (218) 01/20/89 AutoDesk (Great Britain)* Automatic design 0.10
21. (223) 01/24/89 Mobile Fidelity Sound Concerts 0.375
22. (233) 01/24/89 Satra (Great Britain)* New export products 0.10
23. (240) 02/07/89 Pheonix Radiology Medical technology 0.10
24. (274) 02/27/89 SIBIR Computers 0.05
25. (281) 03/01/89 ERGO Group Data processing 0.02
26. (282) 03/01/89 Global Technology Group Advertising, printing 5.75
27. (284) 03/02/89 BERUSA Medical diagnostics 0.25
28. (287) 03/06/89 Brownstone Productions Animated films 0.03
29. (301) 03/15/89 Eugene Enterprises Reindeer horn processing 0.21
30. (310) 03/17/89 GJI Non-invasive diagnostics 0.01
31. (313) 03/20/89 Transatlantic Agency Hermitage exhibits 0.52
32. (315) 03/21/89 Thurston Sails Sails for yachts 0.05
33. (317) 03/21/89 NETVAC Metallurgy licensing 0.34
34. (335) 03/24/89 Marine Resources Shipbuilding/Aquaculture 0.08
35. (339) 03/27/89 Hemisphere Publishing Scientific publishing 0.15
36. (346) 03/28/89 PepsiCo Eurasia Pizza Huts 0.91
37. (363) 03/31/89 Amsovinvest Electronics 0.30
38. (387) 04/17/89 AMEX Import-Export Consumer products 2.10
39.. (389) 04/19/89 O0listen Trading Software 0.01
40. (393) 04/20/89 American Laboritories Condoms, syringes 1.28
41. (400) 04/21/89 Columbus Entertainment 0.37
42. (401) 04/21/89 BERUSA Chemicals, construction 0.34
43. (411) 04/27/89 BERUSA Personal computers 0.05
44. (412) 04/27/89 WHorld Ethnic Art Entertainment Restaurants, trade 0.17
45. (415) 04/27/89 Global Technology Group Personal computers 3.35
46. (423) 05/03/89 Considar Project Development Recycle waste oil 3.00
47. (429) 05/05/89 Spec International Personal computers 0.13
48. (433) 05/10/89 ASTRA Consulting Int. Personal computers 0.06
49. (455) 05/17/83 Young & Rubicam Advertising 0.37
50. (456) 05/17/89 Ruff Fur Dressing Fur processing 0.72
51. (465) 05/22/89 Cameron Iron Works (W. Ger.)* Drilling technology 3.50
52. (474) 05/24/89 APCO Information, consulting 0.30
53. (478) 05/24/89 East-West Arts & Entertainment Cinema, concerts 0.03
54. (483) 05/24/89 Winsome Food Technology Fruit juice 1.50
55. (492) 05/26/89 1IDG Communications Information, exhibitions 0.18
56. (497) 05/29/8%9 Douglas Production Int. Printing 0.04
57. (508) 05/29/89 Perch Electronic Consumer goods, radios 1.02
58. (509) 05/29/89 Carlisle Syntec Systems Roofing materials 23.57
59. (574) 05/30/89 Hudson Street Int. Patents, Ticensing 0.04
60. (529) 06/01/89 Crystalltec Int. Computer services 0.05
61. (531) 06/01/89 Summit Ltd. Production of corn and soy 0.13
62. (538) 06/01/89 Sheldon Trading Co. Gas marketing 0.01
63. (542) 06/02/89 NEVA Ltd. Fast food 0.02
64. (546) 06/02/89 User Int. Computers 0.84
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Regis— Date of US partner Planned business activity Capital
tration Regis~ investment
No. tration in millions
of rubles by
US partner
65. (562) 06/05/89 Transcisco Industries Rai1way cars 0.32
66. (613) 06/16/89 Kent Management Group Executive training 0.08
67. (614) 06/16/89 JVI. (David F. Kelley) Consumer goods 0.04
68. (621) 06/16/89 C]ass1ca Overseas Cyprus Consumer goods 0.11
69. (626) 06/20/89 Cook Products Int., Toys, | trad1ng 0.14
70. (627), 06/20/89 Economic Dev. Partners Corp. Construction ' ., 23.80
71. (629) 06/20/89 Kofman Equ1t1es Ltd. Consumer goods 0.15
72. (632) 06/20/89 Slava .Int. Tourism 0.03
73. (649) 06/23/89 1ITI Trading Int. Inc. v;'Cosumer goods, tourism 4.93
74. (651) 06/23/89 King Furniture Manufactur1ng" Consumer goods . 0.11
75. (659) 06/27/89 Hemisphere . Printing . 0.0,
76. (675) 06/28/89 Space Commerce. Corp Sc1ent1f1c research des1gn_ . 0410
77. (677) 06/28/89 Matrix Corp.. 1 . ‘ 0.30
78. (691) 07/05/89 ANSAT 0.43
79. (698), 07/07/89 Sabey Corp. . . 998 1.20
80. (709) 07/13/8% P. Citron Trad1ng Consumer g ods 0.01
81. (735) 07/28/89 Polaroid Int, BV Cameras . 0.92
82. (760) 08/02/89 Olympian. Embro1dary Consumer goods .
83. (761) 08/02/89 Lotus Trad1ng Int, Construction
84. (765). 08/04/89 Alba:Inc. - v’@Consumer goods s
85. (773) 08/04/89 Great Lakes Paper Company Building materials
86. (779) 08/04/89 Int. Joint Venture Consultants Intermediary Services
87. (788) 08/08/89 Pen Enterprises Personal computers
88. (793) 08/09/89 Dentsply Int.. Dental fillings .
89. (820) 08/15/89 World Crafts Inc Building materials. . -
90. (823). 08/17/89 Interorg ) Scientific research |
91. (831) 08/17/89 Alex Import—Export Consumer goods. -
92. (839) 08/22/89 Atlantica DG E1ectr Contr . Medical goods:
93. (841) 08/22/89 TIW Systems Personal computers
94, (843), 08/23/89 R & L Int. CC Food Prod. Foodstuffs .
95. (847) 08/24/89 F D Processing & Machinery Machine 'building
96. (873) 08/31/89 Forbes & Co: Machine building
97. (878) 09/01/89 Aricard Inc. | Printing . . .
98. (883) 09/01/89 Phargo Informat1on Inc. Printing, PCs _
99. (892) 09/05/89 MG Import-Export - -Int, Intermediary services
100. (913) 09/11/89.. B & D Import Restaurants ‘ ok
The prededing list was comp11ed from Sov1et M1n1stry of Finance' s l1sts of reg1ste red o1nt
ventures. in the USSR. The company.names. were transliterated from. Russian and where ,poss151e

cross-referenced with English 1anguage reports

Brown Un1vers1ty Center for Foreign Po]1cy Development Project on Soviet Fore1gn Econom1
International Security. din, Prov1dence, R.I.

The Harvard Russian Research C

English- Ianguage data.

The 1ist was prepared by Interflo:

COMPANIES

Some are abbrev1ated

A Soviet Trade:News. Mon1tor An. MapIewood N J

AS

E

“with translations by Gerard Mryg]o

of New.Y
enter List of Registered Soviet Joint Ventures was 3. major. sou
‘SKS (*) INDICATE JOINT.. VENTURES FORMED BY. FOREIGN AFFILIATES OF - US
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In the United States, an American Trade Comnsortium (ATC) was formed in
March 1989, with the purpose of jointly negotiating ventures with the
Soviets. It consisted of five American blue chip companies, namely Chevronm,
Eastman Kodak, RJR Nabisco, Johnson & Johnson, and Archer Daniels Midland.
Together they planned some $10 billion in investments, as seen in the
following table (Business k, 19 March 1990).

A sampling of the planned US-Soviet ventures

Enterprise Investment Products
($ billions)

American Trade Consortium 10 0il, food, cigarettes,
medical equipment, film

Occidental Petroleum 6 Polymers

Asea Brown Boveri 2 Petrochemical processing and

Combustion Engineering controls

American Medical Consortium 2 Medical equipment, consumer
goods

McDermott Intermational 2 Natural gas processing

Source: DATA, Business Week.

Forming joint ventures in the USSR is not an easy task. Apart from the
already-mentioned problem of earning hard currency, there is the difficulty of
dealing with Soviet bureaucracy. As with other ministries, the Russian 0il
Ministry and Gas Ministry have been merged, split up and re-merged, such that
it is oftem difficult to ascertain who exactly has the authority to make
decisions. It is also difficult to assess the financial stability of
potential Soviet partners since balance sheets and other relevant information
is unavailable. Once a partner has been decided upon, it may be necessary to
obtain the approval of both central Soviet and local state authorities.
Recently, Western partners have also complained about delays in payments by
Soviet partners, and in some cases have stopped exports to such partners.

Chevron intended to produce petroleum at the Korolev oilfield in
Kazakhstan, but then faced environmental concerns about the high sulphuric
content of the oil there. It then considered building a $600-800 million

plant to remove the sulphur, then faced Soviet demands that the plant would
not pollute.

A final complaint of Western firms is the problematic infrastructure in
the USSR. Communications systems are unreliable and one cannot always count
on efficient transportation and safe storage of goods by port and railway
authorities. This, combined with interministerial squabbling and political
uncertainties in the USSR, makes foreign investment a risky business.
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Sources: The Economist, 6 Jan. 1990: '"Soviet free enterprise'. !
ibid.; 24 Feb ‘l990 “Ametrica's trade with Russia". Ul ’
Busirness. 19 Mar. 1990:' "Blg deals h1t b:Lg trouble dn the
Soviet Un:.on o NN ERTE DU
-Internatlonal Herald Tri v 6 J‘une 1990 g "US capltallsts hang
back from Eastern promise’.. ™ ‘ it '
11 Mondo, 16 July 1990: "Jomt ventures w:Lth the Soviet Union are
running into trouble".
New York Times, 4 Feb. 1991: "Soviet ventures are losing appeal for
US businesses'.

The transportation industry

Within weeks of the first break in the Berlin Wall on 9 November 1989,
the Italian car manufacturer, Fiat, announced a joint venture worth $1.8
billion with the:Soviet .Union. The agreement, reached ‘on:28 November 1989,
would have Fiat producingisome 300,000 units of its new small car called the
A-93 in the city of Yelabuga, south-east of Moscow, as of 1994. The Soviets
and Italians would own#ithe’venture, with a 70:30 ratio respectivély; and' the
deal had apparently been under discussion for 14 months previously. Fiat's
Chairman; Cesare Romiti, :$aid that this was the Soviet Union's ‘largest” joint
venture to date, and hoped that the rouble would be convertible by the: timeé
production began. Early in 1990 Fiat agreed to building the manufacturing
facilities ‘for.;a further 300,000 of its Panda cars;’ alsor:in ‘Ylabigay -as :of
late 1992; and yet another 300,000 medium~sized Fiat cars, possibly a Tipo or
Tempra, would be built at the same site as of 1996. The three projects
together will have Fiat investing some $7 billion and producing: 900,000 cars:-a
year in the Soviet Union.

The. deals would contribute to the Soviet Union's desire to. reach an
annual production level of 2 million cars in the 1990s, nearly twice its
current output, thereby satisfying 60 per cent of its demand for cars, up from
45; per. cent today: ' One=third' of the"new iA~93. produced would be "aimed at
export  to Westeérn markets. ~The model, measuring ‘3.45 metrés in length. and
weighing 640 k“g,. ‘would. reach 'a spéed of 150 kph. ' Fiat 'is responsible for
providing . the ' technology: £for. body" assembly; painting, large: plastics
componeénts pressing, final assembly 'and ‘testing.. In Italy it is ‘hoped the
agreement will thelp. internationalise Fiat, which is more confined within: its
doméestic borders than its Western competitors,  having no car plants outside
Italy ‘and re1y1ng on . that country for two—thlrds of "its Western European sales.

. In ‘a related deal . the Itallan tyre company P1re111 w:Lll dAnvest $250
million in a joint venture . in: Nizhnekolymsk, south+east -of Moscow,.to: produce
some 5 million tyres a year as of 1991. The venture company, to be one-third
owned by ‘Pirelli, will use Pirelli's’ manufacturing technology:and- Soviet raw
materials and: labour. It is possible: that the Soviet'subsidiary of Fiat will
be .one of ‘the venture's main.clients.  General Motors also has'an‘agreement
worth ‘$1 billion : to 'supply : the' Volga Auté Morks. (VAZ) 'with'@ catalytic
converters and engine parts. The Soviets have agreed to buy enough ‘parts’ to
build 100,000 to 150,000 cars for five years, beginning in 1992. The
fcbmponents, ‘which reduce .car emission,: willibe needed if the makers o6f the
Lada: meet tougher, West European .emission: .standards, rocurrently . somé 75,000
Ladas are .sold in “Western Europe each year. "Russian: englneers st111 need ‘to
learh more about electronlc ‘and emlss1on controls, GM sa:Ld. ot ARG
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Sources: International Herald Tribune, 28 Nov. 1989: "Italy leaps at Soviet

market'.

ibid., 29 Nov. 1989: "Soviets and Fiat set a new car venture".
ibid., 12 June 1990: "GM finds risks and rewards in selling to
Soviets'.

ibid., 6 Aug. 1990: "Fiat looks East for growth'.

Financial Times, 18 Sep. 1990: "Pole position in the race
eastwards'".

The Times, 20 Oct. 1990: "Pirelli in $250 million Soviet deal'.

Food and drink

Undoubtedly the most publicised breakthrough in the food and drink
industry was the opening of a McDonald's outlet on Pushkin Square in Moscow in
January 1990. After a full 14 years of negotiations, begun by Canada's
McDonald's President, George Cohon, whose Toronto-based subsidiary began .
meeting with Soviet officials at the 1976 Olympic Games in Montreal, the deal
was finally signed in April 1988. The deal is worth $50 million and is 51 per
cent owned by the Food Service Administration of the Moscow City Council,
while McDonald's Canada owns the remaining 49 per cent.

The subsidiary is the largest of McDonald's chain of 11,300, able to seat
700 people and serve 50,000 a day. It is the first of 20 planned for the
Soviet Union, and the others will be financed with the roubles earned from the
first outlet, since roubles are still inconvertible into hard currency.

According to Cohon, overcoming the red tape was a formidable task in the
USSR. Arranging for supplies was the hardest: "When we need more sand or
gravel for building and go to the department in charge, they say, 'Sorry,
you're not in my five-year plan'". Hence to ensure uninterrupted supplies,
potato and cucumber seeds were imported from the Netherlands, and Soviet
farmers were trained to harvest them and pack the produce; cattle farmers
were taught how to raise leaner beef, and a $40 million distribution plant,
with dairy and meat-processing units, was built near Moscow. The plant itself
is expected to employ about 300 to 350 Muscovites.

When the restaurant opened, it employed 605 people, chosen from 27,000
applicants. After six months in operation, its crew nearly doubled to 1,150
people. Thirty restaurant managers were trained in Toronto and Europe, in
areas such as customer service, maintaining cleanliness and even making a Big
Mac. The starting salary at McDonald's is 1.5 roubles an hour, about average
in the USSR, although top managers earn more than their Russian counterparts,
not to mention the prestige of working for a Western firm. On the other hand,
food at the restaurant is more expensive than in state—run restaurants. -

One of the more novel agreements with the Soviet Union, and the largest
ever by an American firm, was Pepsico Inc.'s deal to obtain exclusive rights
to market Soviet vodka in the United States in exchange for selling Pepsi-Cola
in the Soviet Union. The deal is valued at $3 billion, and should allow
Pepsico to double its sales in Russia. The company intends to double its
number of bottling plants there from 26 to 50, and someday to introduce
aluminium cans and plastic bottles to replace the cumbersome and expensive
glass bottles currently being used. In the agreement, Pepsico also agreed to
buy at least ten Soviet tankers, worth about $300 million in total, to sell or
lease in the United States. It planned to use the revenue from this to help
finance the two Pizza Hut restaurants that it later opened in Moscow in
September 1990. Pepsi-~Cola is the leading soft drink in Eastern Europe,
despite Coke's world-wide lead, but both companies have previcusly made

9227d4/v.3
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countertrade, agreements in the region (see Advertising Age, 19 February 1990,
for other such deals).

Sources: 'TIME, 5 Feb.' 1990: '"Moscow's Big Mac ‘attack".

ibid., 23 Apr. 1990: "A Pepsi float".

Press releases provided by McDonald's, Canada. . .

International Herald une, 10 ‘Apr. 1990: "Pepsi signs $3 billion
Soviet barter pact'. o

New York Times, 11 Sep. 1990: '"Soviet Pizza Huts have local
flavour".

High technology
i It "'would ‘appear / that 'mnearly every: deal concerning :computers :and
telecommunications has had ‘to grapple with COCOM regulations.. Samsungyi:an
electronies comipany ‘in. the ‘Republic:'of Korea, reached an "agreement with: the
USSR in May--1990--to-:éxport’ and jqiﬁtl&wprodhCehitshTimé:DigitalrExéhéngg~(TD&)
systems;:a sophisticated: telecommunications system ' that can: deliver .data and
sotnd. But the-deal’ imvolves the joint .development ofifibre~optic cables with
the .Soviets, which is bantied’ by COCOM. ' The .company:hopes  that thé regulations
will be relaxed before its first planned deliveries in 1992. US West Inc.,
together with seven other  telephone companies: (Kokusai Denshin Denwa Co. of
Japafi, Ttaly's Societa Finanziania Telefoniea) British 'Telecommunications PLC,
0TC ‘of "Australia; 'Great- Nordit Telegraph Co. of Denmark, and.West ' Germany's
Deutsche Bundespost® Telekom), also agreed to work with ithe Soviet Union‘ to:lay
fibre-optic cables across the Soviet Union and on to Japan and Europe, thereby
gféatiyf&mprGVing’the'Sbviet's‘prihitivé,deésticWand(intérnatignél‘melephone
system. -This ~-deal, vhowever, was :rejected by the US:: Departmerit i of -‘Commeércé
which'' cited security conéerns . ‘regarding: the “transfer . of . sophisticated
teleconmunications -equipment as its reason. ' In October 1990, ' US West entered
a much smaller joint venture to provide the citizens' of Leningrad ‘with basic
local = telephone - 'services.. ~Meanwhilej US' ~Sprint; ‘a “unit vof o United
Telecomiiunicationd, Inc., obtained approval :in September 1990 for a’ joint
venture 'with the Soviet Ministry of Post '‘and Telecommunications: toi:provide
high-speed data communications services in the : USSR, namely fax ordigital -
transmissions, such as electronic mail service, both domestically and
ifiternationally. The 30 ' employees at. the venture's switching .centfe are
expectéd to betmostly Soviet: citizens. ini o SR g oo cbopeo A Lad Frivgm
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Sources: The Economi UA bug for Russia's' .computers':~. . o
s U Internationdl vHer Tribune, 11 ‘Juné 1990: ("Sovietideal .¥iolates
b COCOM, Samsurg says'. . i o o A Y T SR
©° ibid., 9 Dee: 1989:  "US West mears:Soviet deal'. » 1. = Fu.e oo oL
Wall: Street: Journal, 6:June>1990::. "Agency réjects US West's plan

for Soviet job".
.ibid., -3:0uly::1990: "US. Sprint and Soviet. Agency form venture in
ce FTUSBRM. s tan ag T, T e R R T G S
Srotn  ibddaey e 1744 Sepyi 19903 - "Sprint - to! 'supply ‘ ‘Soviet cwenture:  swith
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Media- . I

~Western investment has so. far. expanded fhezrange of media activity in:'the
Soviet Unioni. ' Already in the first: half of. 1990, ten: new: Westeérn’® joint
venture journals 'dppeared in Soviet kiosks. .- The first: ever Soviet-American
weekly newspaper was launched on 4 July; it is called We/Mui (equals "we" in
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both languages), and its 70,000 copies were sold out in five days. It is a
joint venture between Izvestia and New York's Hearst Newspapers. The paper is
written and edited in Moscow and Washington and printed in Texas.

Other ventures include McGraw Hill's joint venture with Kniga Publishers

of Moscow that now publishes Business Week/USSR in Russian; McGraw Hill also
introduced a Russian version of its Aviation & Space Technology in September

1990. Another US publisher, International Data Group (IDG), also launched
publications in 1990 such as PC World USSR and Manager, a magazine for Soviet
managers. Rodale Press produced a Russian-language version of its New Farmer
(Novii Fermer) magazine in February 1991, describing the latest farming
techniques in the West. The Soviet partners are Vneshtorgizdat, a publishisng
house of the Soviet Ministry of Foreign Trade, and a Soviet state farm. The
magazine will discuss how to improve soil conditioms, grow and raise livestock
without excessive grain and how to use greenhouses to extend the growing
season, all of which are aimed at alleviating the Soviet Union's critical
farming problems.

Time Warner, now the world's largest media conglomerate, plans to open
multi-screen movie theatres in Moscow and Leningrad, equipped with the latest
sound and projection technology, which will show both Western- and
Eastern-made movies.

The theatres, opening late in 1991, are to be 60 per cent owned by Time
Warner, and 40 per cent by GOSKINO (State Committee of the USSR for
Cinematography). They are being constructed by Jjoint Soviet and European
contractors, and will be managed by Soviet staff trained at '"Warner Brothers
International Theatres' in the UK. Saatchi and Saatchi, a Western advertising
firm, plans to train Soviet economists in the West in the fields of marketing
and sales promotion during nine-month training periods. Either the company
itself or its clients will provide the training. The hope is that those
trainees will someday be clients themselves of the Saatchi company.

Along with products being introduced in the USSR comes advertising. Some
major players, such as Young & Rubicam, BBDO, McCann Erickson, Ogilvy & Mather
and D'Arcy Masius Benton & Bowles, have opened, or agreed to open,
representative offices in Moscow, so as to serve their clients who are
operating there as well. Companies like General Electric, ICI, Samsung,
Matsushita and Siemens have bought advertising space in Izvestia, and Visa was
the first from the West to advertise in Argumenty i Fakty. The surge in
advertising is in the hope that there will soon be a Russian free market, but
there is no data available to measure the effectiveness of advertising in the
Soviet Union. Advertising agencies have one advantage in operating in the
East; most agencies are paid in the West by their clients in hard curremncies
and hence have fewer problems in repatriating their profits.

Sources: Financial Times, 6 Apr. 1990: "Saatchis teach rising Soviet
marketing stars how to shine".

ibid., 15 Nov. 1990: "Beware the Eastern promise''.

International Herald Tribune, 1 Mar. 1990: "After McDonald's,

Western deluge?'.

ibid., 21 July 1990: "Business Week Magazine launches Russian
version".

The Economist, 16 June 1990: "Advertiging in Russia'.

TIME, 23 July 1990: ''Thundering off the presses".

Business Marketing, Oct. 1990: "Opportunities ripening for US
business publishers in Eastern Europe'. ‘

Business America, 12 Mar. 1990: "Time Warner Inc. and Soviet film
corporation sign joint venture to build theatres in USSR".

New York Times, 11 Feb. 1991: '"Rodale's Soviet venture’,
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Natural resources

Investment in the. East European natural resources industry has the
advantage that the products are usually marketable in the West, and hence
generate hard-currency earnings. The drawbacks iriclude inefficient extraction
methods, defective -equipment,; labour unrest in ‘the. East: in- this 'sector, ‘and
the fact that extraction methods are so environmentally destructive that they
have become a major target of Eastern Europe's ‘growing Green Movement. Still,
mary multinationals have been lured in by the potential rewards.

In chemicals, the "Néw York-based Combustion :Engineering, now ‘owned by
Asea Brown Boveri Ltd: (ABB),.will build and operate a plant: in Tobolsk, in
Western: Siberia. The plant, to be built by 1993 and costing $2 billion, will
process chemicals used  in/ consumer products-msuChnEasw~automatiVe'4and medical
equipment. : Another agreement was reached: to build:a similar plant.in Surgut,
in: the same Tregion. America's Dow ‘Chemical iwill build $1  billién=worth: of
chemical plants in Kazakhstan; Ferruzzi will have another five polypropylene
plants in Tomsk worth $2.3 billion; and Western companies, including Ferruzzi
and Enichem of Italy;.America's~Occidental and Japan's Marubeni, agreed early
in 1990 to buildi'$5° billion worth. ofiupolyethylene, polypropylyne and .methanol
plants-in Tenghiz, Kazakhstan. - o T R B : o
o e vl coii ot . :
In the Soviet oil industry, France's Societé Nationale E1f Aquitaire made
a légal precedent inMay: 1990, when:it won the sole. right.for:ioil exploration
within:'¥3,500 squareamileswa'1aﬂd}inVKaiakhstaﬁ, morth-of the Caspian . Sea.
It- will' virtually. control explératioﬁ,uﬂinvestmeht'fandg;prOducﬁion3v and will
share its' earnings with the Soviets. Analysts say that ‘the venture will be
expensive due ' to harsh  wéather 'conditions and the 'area's .rémoteness. - The
Soviets, for their part, seem more intent on -enhancing the output ofi.:éxisting
oilfields in the USSR. « . o o F oot choooioia T T e SRR

In other ideals, Hyundai Wood:Industries: Co..'ofthe Republic. iof - Korea; a
subsidiary of Hyundai that makes furniture, signed a 30-year joint venture
with the Soviets for logging and wood processing in Siberia. Thé new: company
will: Be-a.50-50 joint: venture, with the right. to cut 1 million square metres
of: timber annually. R TR Ly cie P TRt

In? July 1990 it was —announced .that ~the. Soviet Union 'would sell. its
diamonds  through .an..international .cartel controlled: by :De' Beers..ofi:South
Africa. - The deal, worth ‘$5 billion,: alléviated fears that ‘the Soviets' might
dump théir precious metals on to the market to earn desperately needed foreign
currencies. - De Beers would advance $1 billion to' the. Soviets,:and dts.Central
SelliﬁgfOffice,(CSO)-innImndonwwouldvacce§b¢the.equiﬁaleﬁt value :in ‘uncut
diamonds as collateral. = It ‘is 'expected thdt:the money would be invested -in
the development of Sibeéria's’ diamond industry.: The' ‘deal was' reached with .a
Swiss subsidiary of De Beers, De Beers Centenary AG of Lucerne. :

L A P 27 e PLECL et v S el o

A group of contractors, including Reynolds Metals of . the 'US; Fata, an
Italian industrial’ cémpany,” the . San Paolo’ Bank of.sItaly and' a Soviet
consortium .also. agreed: in 1989 to build a $200 million aluminium foil plant in
Sajanogordsk, in Siberia. Fata will provide 100 pet cent financing, and the
technology: to:build and equip thie plant;: and Reynolds will ‘operté it in return
for management fees. About 70 per cent of the 47,000 tonnes of .foil produced
annually will be. destined for eéxport. The plant 1is éxpected” to -employ 650
people. . ' HEE! cla,e T LT

Otis Elevator, a subsidiary of United © Technologies 'and ' the world's
largest . elevator maker, . has entered -two joint .ventures 'in the 'Soviet Union
that should “enable it to capture’around 10 pér. cent of the elevator market
there. In July 1990 ‘it agreed:: to form a. new joint’ company with the
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Shchebrinka Lift Plant, located 15 miles from Moscow. Otis will supply the
equipment and training for the Soviet workers at the existing plant. The
second venture was finalised in February 1991 with Leningrad's
Experimental-Mechanical Factory (OMZ) and the Leningrad Construction Committee
(LSK), and will comstruct a 17,000 square metre plant in Leningrad to build
Otis-designed elevators as of 1992. The elevators will be destined for office
buildings and small hotels.

Sources: Business Week, 1l June 1989: '"Fields of dream: The West gets a
crack at Soviet oil",
International Herald Tribune, 29 Nov. 1989: '"Western firms to build
Soviet chemicals plant".
ibid., 30 Dec. 1989: "Hyundai signs deal for Soviet venture".
ibid., 27 July 1990: '"Diamond industry hails De Beers' deal".
The Economist, 3 Mar. 1990: '"Chemicals in Eastern Europe".
Financial Times, 26 July 1990: '"Moscow in §5 billion diamond
agreement with De Beers'.
ibid., 16 Aug. 1990: 'Diamonds are a State's best friend".
ibid., 17 Oct. 1990: '"West wraps up Soviet aluminium foil deal".
ibid., 12 Feb. 1991: 'Otis Elevator in move to strengthen Soviet
venture ties",

Wall Street Journal, 31 July 1990: '"Otis, Soviet agency form joint
venture".

The new Germany

Unification and foreign investment

The political changes in the former German Democratic Republic were a
major catalyst for foreign investment. Within weeks of the historical break
in the Berlin Wall on 9 November 1989, German unification climbed to the top
of the Federal Republic and Chancellor Helmut Kohl's political agenda. With
his help, the Christian Democratic Union (CDU) in the neighbouring Democratic
Republic, led by a previous lawyer, Lothar de Maiziére, came to power on 18
March 1990 in the first democratic elections in 57 years. That the CDU was in
power in both Germanies meant that there would be fewer ideological
differences between the parties as they negotiated the terms of unification.

The rush towards unification, although opposed by many both inside and
outside Germany, became necessary to stem the flow at the time of 2,500
refugees a day from the Democratic Republic into the Federal Republic, by
convincing Easterners that change would come - and soon. Indeed in July of
1990, Kohl had obtained Soviet President Gorbachev's acceptance of a united
Germany wholly within NATO, and the last obstacles to unification had been
overcome.

On 1 July 1990, German Economic and Monetary Union (GEMU) occurred,
whereby Democratic Republic citizens between the ages of 15 and 60 were able
to convert a maximum of 4,000 of their old Ostdeutschmarks for West German
marks at par, as this would become the new currency in the East. The same
offer was extended to citizens under 15 and over 60 years old for 2,000 and
6,000 marks respectively; accounts in excess of these limits were exchanged
at a rate of 2 to 1. The initial fear of the West German Bundesbank that
Democratic Republic citizens would go on a spending spree and cause inflation
did not happen. But for foreign businesses, it meant that hard currency could
now be earned in the Democratic Republic. The final step towards unity took
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place with the conclusion of a unification treaty under the terms of which the
férmer German Democratic Republic ceased to exist upon its entry into force on
3 Qctober 1990. This also brought eastern Germany into. the EC, with full
access to its markets but likewise complete vulnérability to its  industrial
competition. It was hoped that with political ‘and economic integration with
the West, the former GDR would. attract more foreign investment. General
elections followed on 2 December 1990. : o :

Certainly the market potential exists. Recent statistics compiled by the
Deutsche Bank put car ownership as a percentage of households at 52 per cent
in the eastern part of Gérmany,  compared with 97 'per ‘cent in’' the western
part; the same figures for colour televisions were 52 to 94 pér cent, and for
telephones: a mere 9 to 98 pericent. The: wvast majority of ‘investment so far
has come from the Federal Republicj * one .&stimate dmn - early 1991 put the
Federal Republic's contribution at 90 per  centiof all ;jodfit -Ventures in
eastern Germany (the remaining 10viper w—cent were,  forimed by 78 < non-German
businesses); or, in real terms, another estimate stated- that by early March
1990, 140. West . German: firms. had signed. 1,400 joint :'ventures in eastern
Germany: ~Apart .from::the' obvious isimilarities 'in.language :and culture with the
former GDR,. the Federal:Republic had always maintained more.contacts with East
European businesses generally, and was the main Westefn: trading  partner for
nearly all Eastern bloc. countties; its Ostauschuss ¢ or ' H'Eastern. Committee,
had for three decades represented the joint interests of.businesses of the
Federal Republic in communist countries.

The problems currently encountered when investing in eastern Germany,
similar to the rest of Eastern : Eutope, .are overstaffed and inefficient
companies, and labour productivity at about 40 per cent of the Western level.
Estimates of the cost of reunification, in other words achieving the same
standard of living in the East as in the West, range ~from v 1..go #:2° trilligh
marks, and lasting ten to 15 years. This is expected to be brought about by a
combination of dindustrial -&nd .public:sector spendingu:: [ "

- S O R N ari
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In Maréeh 1990 the' ther icommunist ,.Government  of the: GDR.’established: the
Treuhandanstalt,; or trust 'company; ‘to preserve 'the "socialististructures’ - Or
jobs « in -the country.: In Juné 'the. neWw Government :changed. the mandate i o)
transferring ‘state asgets to the private sector with minimums social . damage- ~
not an easy task for its:first President,. Dr.: Detlev:Rohwedder,i former head:.of
Hoesch AG of the Federal Republic :(later murdered by terrorists).. He and-his
successor ‘are responsible for. privatising: Easterd .Germany's 85000 :state-owned
firms, which once comstituted the 220 so-called Kombinate, or state-owned
monopolies, ‘which accounted for .85 vper cent of ' the ‘Democratic: Repliblic's
economy.. ~Theé Treuhand: has 'come . under criticism, however, ::for . Dbeingutoo
bureaucratic, and indeed for: possibly discouraging interested bidders,--such -as

Lufthansa - and  British:Airways, < from ‘acquiring’ the: collapsing i East .
‘airline; Interflug, and sdving:isome of:its -2,900. jobs. v =ran - BELEEN
. i R t ¢ P . S, CT iy

Perhaps another major hurdle to foreign investment is the questdon-of
property ownership. There are currently over 1 million claims by Germans in
both:the Ed§t.:and:othe' West  on :.property: -expropriated under: commimismsriiand a
further 9,000 :claims i on .companiess: . Hence pdtential invéstors .are:afraiduiof
possiblezlégal "battlesi-that:icould>drag ‘on. for yédrs), despite recent 'government
attempt§ to assuage these; fears with laws:designed to :protect investors.fxom

Ffuture'claimg. =l wovmay Dd Lo i RERE L
Do me gy b PRTS T S I A A Lo e Pl ST 0
Soiirces: . The Economigt, 18 /Nov: 1989: ~"The Germany in the mirror'. i &

o % ibids, .31 Mar.:1990: “West German firms rush'into East:Germany'

coodbidlyn20 Octs 19900 s YRestructuring Germany''s
ibid.y 26 “Jan. 1991¢ < "Investment ‘in:Eastern Germany'.
ibid., 16 Feb. 1991: "Interflug - Unwanted, unloved".
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International Herald Tribune, 2 May 1990: "Business chooses

different roads to East".

ibid., 5 June 1990: '"West German firms dash East".

TIME, 23 Apr. 1990: "It's a buyer's market".

ibid., 2 July 1990: 'New kids on the bloc".

Business Week, 12 Feb. 1990: "Dealmakers pour through the
Brandenburg Gate'.

ibid., 2 Apr. 1990: '"Going for broke: The daring plan to rebuild
the East".

Le Monde Diplomatique, Aug. 1990: '"Conquérante Allemagne'.

Fortune, 3 Dec. 1990: "The new Germany's glowing future".

New York Times, 20 Sep. 1990: "East Germany's economy far sicker
than expected'. '

Financial Times, 7 Feb. 1991: "Bonn to boost investment in East'.
For a reproduction of the Economic-Monetary and Social Treaty
between the two Germanies of 1 July 1990, see

Europa-Archiv-Zeitschrift fiir Internationale Politik (25.7.90).

Unification ahg East German labour

The impact of unification on general employment levels in East Germany
can only be defined as grim. Statistics from the Ministry of Labour speak for
themselves; the number of unemployed has risen from 35,000 at the end of
March 1990 to 142,000 at the time of monetary union (1 July), to 642,200 at
year end and 787,000 by 28 February 1991. This last figure represents 8.9 per
cent of the estimated workforce of 8.8 million in East Germany, a considerable
increase from the official zero unemployment maintained under &40 years of
communism.

Added to this is the steady increase in the number of short-time workers
(Kurzarbeiter) in East Germany; that is to say, the Government was paying
their companies to retain them at 65 per cent of their regular wages to
prevent them from becoming unemployed. The Labour Ministry defines short-time
workers as '"employees who work less than before or not at all, but are
nevertheless not dismissed". The number of such workers rose from 229,975 in
June 1990 to 1.9 million at the end of February 1991, and at the end of 1990,
only 150,000 were involved in retraining. The job market is expected to
improve towards the end of 1991 with new foreign investment and businesses in
the East.

As a result of a less active workforce and increased Western competition,
industrial production in East Germany fell by a half in 1990; the decline is
expected to continue until mid-1991 and to rise thereafter, according to the
IDW Economic Institute in Cologne.

The Wartburg, for example, was the Democratic Republic's most
sought-after car, with a 16-year waiting list. Now the car's sales are down
to nothing in the East, where people prefer to buy Volkswagens or Opels. The
same can be said for a wide range of products previously produced in the GDR.

The availability of cheap and skilled labour in Eastern Germany has
probably hurt Western trade union members indirectly. It is worth noting that
wages in West Germany are among the highest in Western Europe, as the table
below indicates.
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The big gap in German wages

Factory *  Hours ‘ Holidays

hourly wage per week - per year
($) e :
West Germany o R 21.00 38 : - 30
Japan ‘ : R 17.50 - 42 - g 11
Italy i ! : o 16,90 ' X - 40 S 31
United States 16.40 400 ‘ 12
France - oo e 1440 , 3900 0 25
Britain e oo oo 114,200 ot B9 27

‘East Germany PR _ E g 5 Ao“v Co Ll Ceet 21

L IR ¥ SR

Sources: DATA German Instltute for Economlcs, Business"Week, 21 May 1990.

M 7

“Wheri the: Federal’ Republlc“§ most. powerful trade wunion; IG Metall (with

2.6 million membeks). wen't:'on strike for: a dayin May 1990 it sought ran 8 5 .per
‘cent: wage. increasé: and’ "a* B5=hour work week for 'at least’ fivel years. ' Inithe
end, it 'settled for a. ‘6 per cent wage’ hlke, and IG Meddien, the“prlnters sunidh
‘also’- settled . 'for a 6.8 per: cent raise and a 38 1/2-hour ‘workuweek. “: One
‘Dresdner -Bank economlst explained that "a'high:number of. potentlal ‘Workersin
East Germany will Lcertainly pressure West Germantiunions toirlimit.. ~thedir
requirements". Franz Steinkithler, chief of IG Metall, has attempted Lo
increase wages and ‘benefits in the East, but the differences are too 1arge to
.eliminate quickly; ~hedoes mot predlct wage 'parity ' for metalworkers .in the
:East and. West to occur before . 1995 dat the earliest.” Also, :labour’ lLe '
:the West are hesitant  to.deal: with eastern iunions. that ‘have commonly been
‘associdted with communist. rule. .Henice for:.thHe time .being; at leasgt, 'uniorns in
Germany do mnot'enjoy quite:the: same ‘level of ‘densgity as: ‘before unification.
Perhaps ' the negative side- of this’ is ‘that cldims have arisen’ in: Eakt!'Berlin
.that employers are taklng advantage of" this to dismiss certaln unprotected
fcategorles of . workers.‘ R . R 5 ; R TR T A A PR Y

i »"':'u.{"""'v )

Sources: Internatlgnal Heralg Tribune, 6 June 1990: ‘"Unemployment soars 50
per cent in East Germany".
viootai s oardbidiyy 137 July 19903 MEast Germany:pays- touretain. workers'. oo
wee ' nor Businesg: Week, Zl'May 1990:L UWhat's hauntlngﬁWest German unlnns.
"East Germans!'. 7. g a i ST : o
Financial Times, 3 Aug. 1990' "East: German unempboyment Soars"
ibid., 26 Mar. 1991: "From middle ages to modern era"
New York -Times:; «13 Feb. 1991. ”Germans lower expectat:ons ot ¢ East s
neconomic recoverym
"Der Spiegel, 18 June 1990‘

el s .
pt [S3] Wb

;Interv1ewww1th IG Metall Chlef Fran7

; Steinkithler. = . w0 Wiy e L S ; PR Tt
ILO Soc1al and Labour Bulletln, 3/90, PP- 234 236.
e T Lo Pibds T criiagtie % wob b b ar

CET 0 A P

 Financial services — ©.odmi T it

Banks in the Federal Republic were among the first in their country to
see business opportunities in the East. They played a pivotal role in
greeting new refugees from the Democratic Republic after the Berlin Wall came
down in November 1989. By keeping their branches along the borders with the
Democratic Republic open on weekends they were able to distribute the DMIOO
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($54.30) to newcomers that was provided by the Bonn Government. Commerzbank
was offering refugees free checking accounts and information packets about
Western banking services and markets, in the hopes of attracting new retail
customers.

By early 1990, banks were planning new operations in the Democratic
Republic. Such plans were limited to German banks. American banks, analysts
said, were hesitant after losing so many loans in Latin America. Deutsche
Bank AG, West Germany's largest private bank, announced its initial plans on
30 January to open six offices in the Democratic Republic cities of Rostock,
Magdeburg, Erfurt, Leipzig, Dresden and Karl-Marx-Stadt. Since it was not yet
allowed to carry out Western banking activities there wunder Democratic
Republic law, the offices were staffed by three to five specialists, each of
whom could give advice on banking to Easterners, and on business opportunities
in the East for Western clients. By June, it was decided that these would
become full-fledged branches of the bank.

Also in June, it became apparent that Deutsche Bank had the most
ambitious plans in the Democratic Republic. It paid DM148.5 million ($88.6
million) for a 49 per cent stake in a joint venture with the Democratic
Republic state-owned Deutsche Kreditbank. The agreement, which took effect on
1 July, made Deutsche the largest single shareholder in the venture. Georg
Krupp, head of Deutsche Bank's operations in the Democratic Republic, said
that his bank hoped to acquire 100 per cent of the venture someday. The
venture consists of about 150 bank branches in the East, and employs 8,500
Kreditbank employees and 800 more contributed by Deutsche.

Dresdner Bank, the Federal Republic's second largest bank, alsc announced
a joint venture with the Deutsche Kreditbank in the Democratic Republic, to be
called Dresdner Bank Kreditbank AG, which began operations on 1 July.
Dresdner is the largest shareholder, with 49 per cent, Kreditbank has 47 per
cent, and 4 per cent is shared by Carl Zeiss Jena, the optical company,
VEM-Antriebstechnik, an engineering company, and Radelberger Exportbier
brewers. The joint venture would have 72 branches, and Dresdner would provide
a further 35 of its owni; it will employ 3,500 from the Kreditbank, and 800
Dresdner Bank employees initially. The reason for the 1 July opening is that
full banking operations became possible that day as part of the monetary union
treaty. The third largest bank, Commerzbank, now operates about 50 branches
and several mobile outlets in Eastern Germany.

The most controversial takeover in the financial sector was done by
Allianz, Europe's largest insurer. It took over 51 per cent of the Democratic
Republic's state monopoly in insurance, the Staatliche Versicherung der DDR,
at a cost of DM271 million in June 1990. Analysts say that a need for 1life
insurance and pension plans will develop in the East with reunification, and
for Allianz the deal is a significant expansion of its market. It has
exclusive rights to the former monopoly's list of customers, and has' absorbed
its estimated 13,000 employees, 35,000 part-timers, as well as 30 milliom
policies. Allianz sent 1,300 of its own staff members eastwards to teach
Easterners the modern insurance business.

Originally Allianz had bid for 49 per cent of the monopoly, provoking
criticism from both politicians and competitors. The President of the Federal
German Cartel Office in Berlin, Wolfgang Kartte, explained: '"We must take
care that East German state monopolies are not simply transformed into private

“industrial monopolies'. Despite such widespread fears of monopolisation,

however, Allianz had only captured 25 per cent of new motor insurance business
in the East, and 20 per of new 1life insurance business by March 1991.
Furthermore, in its first six months of operations in the East, Allianz lost
DM100 million, and expected this to rise in the short term. This was due, on
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the one hand, to 'a 75 per cent rise in 'road "acéidents there with ‘speedy
Western' cars and worn-down Eastern ones sharlng the same': poorly malntalned
roads, and also ‘becduse of con31derab1y lower' insurance rates in the Edst.
There are currently over 300 insurance firms operating in Eastern ' Ge¥many.
The Allianz bid did prompt officials in both Germanies to try to set up a
regulatory board to" ensure. free’ competltlon before’ other such ‘deals were
reached. The company was ablé to raise ‘its &take to 51 per' cent“because the
‘1n1t1a1 law in the Democratic” Republfc limiting forelgn ownershlp in  jodifit
ventures to 49 'per - cent had been’ abollshed. Allianz's 'Presiden®, Wolfgang
Schleren, predlcted a start—up perlod of flve years and investment of DM2
bllllon to develop hlS company 1n the former Democratlc Republ:r.c.*‘“‘T : R

=
R . Vi
‘ - IR

Source§:‘ Finadcial Tlmgs, 27 June 19903 "Dresdner in East German venture"
G ibid., 28 June" 1990+ - “"Allianz wins ‘East’ German state 1nsurer" Y
oo “International Herald Trlbune 17 Nov. 1989. "Bonn s banks are on
alert for Eastern prospects'": & R el s
ibid., 30 Jan. 1990 EDeutsche Bank turns to East'.
' Qs - "Alllanz s move into Eas% Germany causes

L VRN SIS THTES B

S2F June '1990: "Suez s East German’ movée could be* too little,

' 166 late" tf‘““ Rk Gt dnmiuels Do Qe R
- ibidY, 27 Jine 1990 "Dresdner to open 72 East offices". "

“Informatlon Week, 9 July 1990. ‘"Meetlng "of the ‘marks".

- ' The' Economlst, 22 March 1991'“- "Fl anb1al serv1cesf

Y "}‘f:,‘i"'Germany" BRtE: 3 SEESLE . SN

Autombbiles‘“‘

’;The automoblle 1ndustry 1n the Democrat1c Republlc, Whlch produced
Trabant and - Wartburg cars; has fallen 1argely into the ‘hands’ ‘of West 'Getman
car makers.’ Volkswagen, West" Germany s largest car: maker, was the %1rst to
announce 1ts investment plans in the' Democratlc Republlc on 21‘January 1990.
The company “signed a ‘joint venture agreement worth DM5 Billion! ($»;9 bllllon)
with the Democrat1c Republlc s IFA—Komblnat Personenkraftwagen based
Karl—Marx—Stadt.‘ It plans to- produce ‘
"NW Polos, and more' than East
“C proddction “beganiin ‘May:of I 90~ - :

plant where the renowned two-cylinder ' Traban uile," Volkswaﬁeﬁ)ﬁalso
‘plans to build a new plant, to be in operatlon as of 1994 and w1th an output
level of l 000 cars ‘a day’ by 1996“‘ GF ey ‘ o on Thon

Fiam RN

I PR
o 7

wage dlfferentlals between the ‘two Germanles w1ll ot +1agt ! for*long.

Hahn, Volkswagen s Chalrman, belleved that "1n ‘the - 1”;t1al phase ‘theré™w
a- wage differential; but the more these “two ‘countries’ become reunit
more th1s ‘differential’ will be- substantlally reduced”“‘;Hence,‘he sa1d that
"in odr medium term,“ e dbn“t?cons1der East Germany ag’'a’ ‘ ,
(Business ‘Weék,  2' April i 1990):i’ Volkswagen's headquarters‘“%i Wolfsburg are
only 300 km from both Zwickau and Eisenach;* ‘where Eagt Qeriian cars ‘ar8’ mide’
The company has also had hundreds of appllcatlons from potent1a1 car, dealers
in the East. Groki e R sl

The - next major - deal ‘was announced ‘o 11 Mareh by Adam Opel’ AG, General
Motors' malnf‘European sub81d1ary. Tt agreed ‘to formr a‘"joint venture w1th
Automobilwerk E1senach (AWE), the” maker of Wartburg cars,. the hew venture is
called Opel-AWE. Under this " agreement, AWE 'ig’ assembling 10,000 Opel Vectra
cars annually. w1th k1ts imported  from the West. The new\llne in Eisenach
employs some 200 AWE workers, who_are being  trained by Opel: " Apparently,
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however, there was some discontent among Eisenach's Wartburg employees
concerning the recruitment of these trainees. Of the 6,800 workers, only 600
applied for a position - most were not used to the hiring process, which
included aptitude testing, essays and oral presentations. Nevertheless, Opel
was pleased with the initial car output and therefore confirmed its plans in
December 1990 to invest DMl billion to build a mew c¢ar plant in Eisenach. It
is expected to produce 150,000 Vectra and Corsa cars annually as of 1992 and
to employ 2,000 people. About 10 per cent of the investment is to be spent on
environmental protection. Apparently the decision was costlier than to reopen
the GM plant in Antwerp, Belgium, but was made in spite of this to increase
the company's presence in Eastern Europe. In other deals, Daimler Benz has
launched a joint venture with IFA-Kombinat Nutzfahrzeuge, the East German
concern for commercial vehicles based in Ludwigsfelde. This is the first deal
with the truck industry in East Germany. Mercedes Benz's President, Weiner
Niefer, said that his company would initially help the IFA develop and market
vans and small trucks. Bayerische Motoren Werke (BMW) has so far withheld
investment, in the belief that its line of products is still out of reach to
too many East German citizens.

Sources: Financial Times, 23 Jan. 1990: "YW has DM5 billion East German
plan'.
ibid., 13 Mar. 1990: "Leading car makers plan move into East
Germany".

ibid., 14 Dec. 1990: '"Opel reveals details of Eisenach car plant'.
International Herald Tribune, 12 Mar. 1990: "Opel plans East German
operation'.

ibid., 26 May 1990: '"Opel sets autumn start in East Germany".

The Economist, 31 Mar. 1990: "West German firms rush into East
Germany'.
Der Spiegel, 11 Feb. 1991: "In Eisenach wiackst das Misstrauen

gegeniiber den Investoren aus dem Westen'.

Wall Street Journal, 11 Dec. 1990: "GM Opel unit to built plant in
Eastern Germany'.

Media

The media has moved eastwards in all its forms, from newspapers and
magazines to television and radio. Television commercials mnow K advertise
Western coffees and environmentally friendly cars, and earned the state
television some DM40 million ($24 million) in 1990. This can be used to buy
Western films and attract new viewers. The following table, entitled Who is
with whom in the East German news r market, gives some indication of the
major Western players in newspaper ventures in East Germany.

Gruner and Jahr, a subsidiary of Bertelsmann, is currently selling 80,000
copies of Stern magazine and 180,000 copies of the women's Brigitte magazine
in East Germany. Its marketing director explained that 'the main question we
face is whether to transport existing West German magazines to the East or buy
up East German magazines and push up their circulation" (International Herald
Tribune, 24 May 1990). Bertelsmann also has 400,000 East German members of
its book clubs.

Mr. Robert Maxwell, owner of Pergamon Press, and Gruner and Jahr, has
paid DM400 million for a 50-50 partnership in the East German Berliner
Verlag. The company, with 100 employees, is the publisher of Berliner
Zeitung, a newspaper whose sales dropped by 25 per cent in 1989 alone. Under
its new ownership, the newspaper intends to modernise its printing process.
Mr. Maxwell has promised the journalists editorial independence.
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© Bild Zeitung, published By Axel:Springery hdad a .daily circulation in East
Germany of:1l.million.as of August: 1990. ' Apparently the Sunday edition of the
Frankfurter Allgemeine Zeitung, with its - more. than 100 pages, does not' fit
into most.Easterii mailboxes.: . .All in' @ally.. some: 300. dallles and ‘weeklies  ‘from
.West Germany are c1rculated in East Germany. 5

oo
: [

Not all disv p081t1ve regarding Western~investment in “East Germany. ‘Since
four companies, “Burday:: Bauer; . Springer: and Gruner.and Jahr; have esseutially
.cornered the market, with. contracts between -them with some 500 agents, there
.is.ca fear of mbnopolisation. :Complaints have .come'from the.Journalists" Union
thati:""the ..dictatorshipiof .the party must'not:be.replaced.by: the:‘rulerof West
German -media .grants": (Intermational. Herald:! Tribune, 2 :May 1990)4+~mThe
International Journalists"' Federation  has expressed' similar concefns. - The
West Berlin Cartel Office indicated that ‘the present situation in:East' Germany
would not be allowed. under antl-monopoly lawsidn West Germany: . i, :

; .
Crall s b SV

PEINEEE AR B RERSEIT S RS e

s:The East German print medla also fears havingistés day’ off much of - its
staff due to widespread competition from the Westii?inine: months . iafter -the
Berlin Wall was opened, the Democratic Republic's national newspapers had a
54 7. ;pexr 'centdécrease in:.circlilation. ' The.two main«Cofimunist. dailies, Neues
Deutschland and Junge Welt had lost two-thirds and three-qudarters of their
‘circulation respectiyvelys :Most ‘West:German publishersgay" that .they intend to
keep existing staff, although their only experience is in pfoducing government
propaganda sheetSW*‘Medla ddvertisers will: be“1mported from  the West they say.
(SR TREN ORI . ] Ay i Feged :

In general, prlntlng and publlshlng flrms are seeklng:mtow control a
relativeély untapped market: where éonsumersiaré” longing fof idedid:iprioducts that
wer'e hitherto unavailable- to them!” However,. tliey are ngt .competirig with each
other. Instead their investments are complementary in the:sensew that those
iwhich . primarily ’owniiidailiesy ..weeklies : Or' regiofialj! as'! { opposed '#® natiomal,
newspapers or magazines in the West :tend.to - g0b1nt
«in the Easti.sc 0 tiog Jood Wy Y KR

o

In addition, those companies which have prev1ously not been publlshlng in
the German-language market will, through a single joint venture with an
existing company in either East or West Germany, now have access to a markét
of over 80 million people. For example, the News of the World's magazine
“Sunday.willsnow: bel printed in’ Gerniany as:azresult o6Hvamjoint venturebetween
;deert“Murdoch's“Néws'Internatiohal“ahd Burfda. PBreductionywill be; transferred
toia site ‘on :the lsouthern: outskirts: of.. Berlmnm onvce:: comstruction: of:.alinéw
Splant Burda News:Driick, has- beenncompleted.w @Y re BTIRL OG0T omn

‘ Co 1-?.1.»";;; oo v

T S |
I R IO RO

P e

(T4 13:.: :1990'r "Bertelsmann plans 1nvestment ‘in

E Germanyauu »w D PRSI N T e
ibid., 30 Oct. 1990. "Maxwell enters Berlin from the East"

; 1b1d., 2"Aprf 1991"” "East ‘Getmany braced for Westebtn=style news'.
- sy zibune, 27 May' 1990.&'"Med1a giantg. rush: to
':Afsatlsfy East Germany ‘s inews thungez'™. " B S P S Y
¥ "Media nidguls’ looklng East” T 1 S T
57 iA i "Freel préss.lifts East German; eyebrows™. i «
DeruS ie el, 12 Mar. 1990::: !'Westdeutsche Pressekonzerie: sind.dabei,

N pven
Cog, el

die DDR unter sich aufzuteilen'. sl Foend ot
1b1d., 2 Apr. 1990: "Verlage - Wle d1e Fllege im Netz"
S TT U S TR SR 4 5 ¢ F N T D SR A AT T L S TR
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Consumer goods

With an increased standard of living in East Germany, the demand for
consumer products is on the rise. Among the more modern ventures was an
agreement by Reiner Pilz, a Bavarian-based high-tech audlo company, with the
Democratic Republic's VEB-Kombinat "Robotron worth' $140 mllllon, they are
planning a factory to build some 24 m11110n ‘compact discs a year; beginning in
1992. NCR GmbH, the West German sub51d1ary of" NCR, also has a venture with
Robotron's import-export division to matrket "IBM- products, in particular cash
registers and personal computers, to local ;companies, as: well "as to service
them and provide training for their users. One report, however, claimed that
Robotron was laying off hundreds of workers so as to improve its negotiating
position with Western companies (B usiness Week, 2 Apr11 1990). IBM
Deutschland GmbH has agreements with 11- computer centres in East Germany
(called Datenverarbeitungszentrum, or DVZ),yto develop software, and Digital
is planning offices in East Berlin, Dresden and Lelp 1g,xj

. Philip Morris has acquired VEB Komblnat TaEak, thejstate—owned tobacco
company, and plans to produce 10 million  cigarettes ~“d year'  in Dresden;
Coca—Cola plans to have ten bottling plants in East Germany produc1ng Coke,
D1et Coke, Fanta and Sprite. The company is spending $30 million in Weimar to
construct the city's first market-driven factory with modern assembly lines,
computers and vending machines. McDonald's opened an outlet in' Plauen in
December 1990, employing about 60 people, with six to ten more outlets planned
in 'East Germany by the end of '1991. Among West German retallers, Deutsche
Spar, 'one of the country's blggest grocery chalns, is- plann1ng about 30
supermarkets in the East, and Morten is plannlng a hypermarket near to Jena.

v W
h “

Sources International Herald Tr1bun ’ 2 May 1990.’ "ys flrms respond to call
v for foreign investors in East".
ibid., 31 July 1990. '"New use for BerlinWWallzn Foiling a Big Mac
. , attack". : :
-, o+ Fortune, 13 Aug. 1990° "How Coke 1s 1nvad1ng East Germany
- Intern t1 nal Management, Dec. 1990: "Robotron fights“for' its life".
© New York. _Times, 25 Nov. 1990' "Can Eastern company surv1ve in a
’ Western“market?” N T R G ¥
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J' Among the services in most need of foreign investment in East. Germany is
thé telecommunications network There are currently only ten phones per 100
peopley and the demand for serv1ce ‘far exceeds, capdcity. Some maJor Western
f1rms have announced 1nvestment plans. France s Alcatel"formed in 1987 after
a ‘merger between the " Compagnle Generale, d' Electrlc té and the US ITT
Corpordtion, was the flrst ‘major’ 1nvestor‘?1n communl“ iors I‘:Ln ‘a deal it
signed with VEB Komblnat Nachrlchtenelektronlk of East Ber11n~nn March 1990.
The joint venture, to be owned 50—50, will’ produce roughly 900 000 hlgh—tech
d1g1ta1 telephone 1lines a year as of 1991 for East German post offlce,
Deutsche Post. The new plant will be on the Kombinats premises in Armstadt
and w111 prov1de training for its workers. e

L,,r fj. '

. Other communlcatlons companies have followed. Siemens AG of Munlch an
electrical engineering company w1th world-wide employment figures reachlng
365 000, has” some 30 préjects in ‘Eastern Germany in communications; data
process1ng, med1ca1 " energy and trafisport technology, factory automatioh, and
environmental protectlon.; It plans™ to “invest DML ‘billion ($595 million) in
the East in the next: few years, and to employ between 25,000 and 30,000 people
there. More recently a West German englneerlng ‘groupy Mannesmann Mobilfunk

[
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GmbH, was nominated to develop a mobile telephone network for East Germany,
which it was already doing in the West.

The most ambitious and costly effort to revamp the East German telephone
system has been undertaken by Bundespost Telekom of West Germany. It plans te
install about 7.3 million new subscriber lines, requiring some 10 million
miles of fibre-optic cable, and to install about 68,000 public telephone
booths. The plan should be completed in 1997 at a cost of $36 billion, by
which time the same telephone standards should be achieved in the East as in
the West. It will also make Bundespost Telekom the largest employer in the
East, with 42,000 telecommunications workers in the region.

The East German electricity sector is also in dire straits. VEBA AG, an
electrical producer, said in 1990 that it planned to invest DM8 billion over
the next five years to allow for expansion into East Germany. Its Director,
Klaus Piltz, said that restructuring the antiquated electricity network in the
East would cost DM60 billiom. A move early in July 1990 by VEBA, RWE AG and
VIAG AG, West Cermany's three largest electricity producers, to take control
of the former Democratic Republic's electricity network was initially blocked
by the West German Cartel Office, but later approved under revised terms
allowing for greater competition. Hence the three firms signed the agreement
with the Treuehand and the East German Government on 22 August, and will own
75 per cent of the East German electricity concerns. The companies will
invest DM1.9 billion to modernise and clean up the East German electrical
sector, eventually in the hopes of achieving West German environmental
standards. They agreed to keep job cuts at a "socially acceptable” level.

In other services, Federal Express has an office in West Berlin to serve
both sides of the city, and is considering opening elsewhere in East Germany.
Japan's Nissei Opto Co. and MEI Japan Inc. signed an agreement with Robotron
to produce roughly 100,000' of Nissei's G-3-type TR100 facsimile machines a
year as of 1991, thereby creating some 350 jobs. The products are intended
for sale in East Germany and for export to Eastern Europe. A hotel group in
West Germany called Steigenberger plans to build about 40 hotels in the East,
and several thousand Western applications have been received in East Berlin to
build, lease or buy restaurants and bars, or to set up travel agencies in the
East.

Sources: International Herald Tribune, 10 Mar. 1990: "Alcatel in phone
venture". )
ibid., 2 May 1990: "US firms respond to the call for foreign
investors in the East'".
ibid., 13 July 1990: "VEBA sets its sights on East" and "East
German venture set by Japanese'.
ibid., 31 July 1990: "East German Utility Plan".
ibid., 31 July 1990: "Mannesmann moves East".
ibid., 3 Aug. 1990: "Germans dispute hotel deal”.
Financial Times, 28 June 1990: "East German investment by Siemens'.
ibid., 30 July 1990: 'West German power companies agree takeover
terms with East Germany".
ibid., 23 August. 1990: "E. German power industry sale given green
light".
ibid., 6 Dec. 1990: 'Veba to invest DM8 bn. in the East'.
The Economist, 25 Aug. 1990: 'Innocents abroad'.
New York Times, 10 Dec. 1990: "German phone system is taxed by
unification".
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Consgt¥uction g RS SR . Coe
Deals in this sector have been comparatively small, but it is in another
field where Easteérn 'firfms need a lot of reéstructuring. ‘Adea Brown Boveri
‘(ABB), ' a ‘joint Swedish~Swise electrical 'enginéering  company  (the' largest in
Europe) said that it. hoped. to:reach ‘annual sales of $1.2 .billion in East
Germany by ‘the mid-ninéties, on top of: the estimated $1.5 billion for the rest
of Eastern Europe --hence, 'together, 11 per cent of .total 'sdles: It plans
joint ventures with some 20 companies in'East Germany, with a total workforce
of - 11,000. - "It is .jointly setting up ‘a power: plant.. in’ Berlin with. East
Germany's Bergmann-Borsig that will employ :4,500 people. -In.eéarly. 1991 ABB
announced its decision to take over Automatisierungsanlagen Cottbus, a leading
East German electrical -company which. ‘employes 2,000 .pedple..: ABB will provide
training 'for managers.andi apprentices and inténds! to' invest DM40; million- by
1995, but also sdid it'would reduce: staff by 500. v .. = = -, B

e YL
YOO TNy b ; s

 In other' deals, 'Franée's :Lafarge Coppée SA ‘bought  iout ' VEB ‘Karsdorfy,
making ' the. French iconstruction company the . largest :cement producér .in. Europé.
It injecteéd an ihitial DM50 million ($29.4 ' million) in the Eastern company to
pay ‘for the salaries in.the: coming morths.. Robért Bosch of 'Stuttgart and FER
Fahrizeugelektrik : of ' Eisénach  formed -a joint +venture: in' October 1990 to
prodice “headlights, ' wiper installatitns.and ' wipér motors at a new plant. in
Eisenach,: that' shoild be operational as of 1992 with 2,500 ‘employeés.: - The old
FER plant in Brotterode ‘will .become ;part. of. the'new company' and’continuevto
produce headlights.:" G R AT TN R B T cEM ST SR RN R
Sources: International Herald Tribune, 17 July 1990: "French firm takes over
' - 'Bast German cement unit", -+ oo 7o T
Le' Monde, : 17+ July  1990: *'“Le groupei francais ’Lafarge ‘achiéte la
 'principale cimenterie est-allemande"™.' ™~ = .. s T st et
. Financial Times, 10 July -1990: .'"ABB &etés $1.2 billion 'sales target
for East German enterprises!.. L
#Feb. ' 1991%i  "ABB'- and . Siemens . to take:’ over ' German
S ol Pl P ‘ N Ce T R R
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7 Handelsblatt, '2° Qct.i 1990:vU”Bbschwand~
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- +"Hungary'sréarly moves:towards capitalist reformsimade ‘it oné ' of the first
Eastern countries to attract WesternriﬁVestmental<ThEkBo§t0ﬁ'00ﬂ§uLting Group
estimated that Hungary:may'in fadt:have béen 'the biggest ‘récipiedt of Western
investment since June 1989,:'ahead:iof-even.East Germany. . This is ddé partly to
less bureaucracy, -'as:/many :joint -~ 'Ventures ‘no: longer' requiké ' government
approval,’ -and/itak.o'exemptions '+for inVvestments''in' ‘productiony “ Available
statiéticssin;earlyﬁﬂagluindicatedt@hat;bﬁeri55000‘fegisteredwcﬁmpanies in
Hungary had foreign shareholders, but in reality most were' small shops or
importing ;and exporting:’businesses. . In 'the :year ending’ in' August 1990, for
example, foreign companies invested $600 million in Hungary bdt todk out $500
million in . profits./’ .Neverthéless, Hungarian: statistics suggest that 25 per
cent of the country's exports now comé froi foreign joint ventures. 'l
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Electronics

On 15 November 1989 General Electric of the United States took over 50
per cent of Tungsram for $150 millionm, making it the largest investment in
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Eastern Europe since the Second World War to that day. Tungsram is Hungary's
formerly state-—owned lighting manufacturer. General Electric officials said
the move was made to capture a larger share of the European market. Tungsram
controlled 7 per cent of the West European light bulb market, and General
Electric had only 2 per cent, hence the takeover boosted its share to 9 per
cent (see figure below). GE is currently second only to Philips in the global
lighting market.

The big bid for market share

Percentage of Western Europe's
light bulb market

1988 1990
Philips 36 36
Osram (Siemens) 33 : 33
Sylvania 10 10
Thorn EMI 9 -
Tungsram 7 -
Other 3 3
General Electric 2 18%

* After acquiring Tungsram and the European light bulb operations
~ of Thorn EMI.

Source: New York Times, 16 Dec. 1990.

Europe's total lighting business is valued at $2.5 billion. Tungsram has
annual sales of $300 million, of which 70 per cent is destined for export to
Western Europe. This meant not only that there were hard currency earnings to
be made, but also that the products already met Western standards - indeed
even Mercedes Benz was a Tungsram client. George F. Varga is a Hungarian-born
executive at GE, now President of Tungsram. He said the new subsidiary can
produce light bulbs for 30 per cent less than any Westerners because its
employees earn only one-tenth of their United States counterparts, or $3,000
versus $30,000. Furthermore, at Tungsram labour only accounts for one-quarter
of the cost of making a light bulb, compared with one-half in the United
States.

This has become a problem though for both Tungsram workers, who are
demanding wage increases of wup to 45 per cent (inflation in Hungary is
currently 37 per cent), and for GE, which is trying to cut costs. When GE
took over, the staff at Tungsram's 12 factories (one is in Vienna) totalled
18,000, the same as for the whole of GE, but their output was valued at $300
million and $2 billion respectively. One example of the labour intensiveness
at Tungsram was that 150 staff were needed to stuff 17,000 pay envelopes with
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cash every: month 'since cheque ‘accounts barely exist iin: Hungary.- :Algo, 'dutt ‘g
communiism Tungsram had-up to 11 layers 'of management 'in some’atready withone
white~collar worker .fot each two=and-a-half blue-collar. ‘workersy' compared with
a tratio of" one: toisevén.at ‘GE. Mg, Varga had already-reduced’ employment fto
15,000 by the end of.1990; ‘and ‘is aiming for 13,000 in 1991.:  This ig '‘doneé
mosgtly through early: retirement.and a hiring freezé. .However; GE'¢laims that
those who remain will earn more and has introduced a merit raise  systemzin
which workers can receive raises from zero to 40 per cent, thereby hoping to
stress the importance of individual performance. GE is providing management
training for 32 Tungsram executives in Hungdry, ' and has “sént others-to the
United States for training.

GE is also grappling with huge inefficiencies in operations, and expects
to invest::a total iof »$60 million in 1990 and 1991 to modernise and expand
production. The . neéw:management found unpaid bills, bulbs reported as sold
that were still stocked in warehouses, and some boxes filled with rocks so
that shlppers could collect hlgher bonuses for heavier loads.

U\ :

General Electric 1is 1nsta111ng new . equipment to enable Tungsram to
produce compact fluorescent bulbs and high-powered sodium bulbs for street
lamps. " It is spending $10 million to improve Tungsram's pr‘oﬂﬁé-tii‘ém of
automobile headlights, one of its few high-tech successes that is now trying
to meet tougher quality standards set by Western auto-makersuwii(GE:engineers
have also reduced from 70 per cent to 30 per cent the amount of potential
production that was lost at & halogen bulb factory because wofisbredkage,
defects or machine breakdowns, by adjusting bulb thickness and glass-making
temperatures. The figure for suth losses in the West is 20 per é&&hti: GE also
installed quality control equipment to test bulbs as they are made. Tungsram
often waited a week before testing, which meant unpacking and repagkimglbulbs
and sometimes discovering that the entire week's production was defective.

et

Although Hungary expllcltly conceded to GE the right to repatrlate its
profit8; GE has indicated its ifitention of reinvesting nearly:all 'i#tscprofits
in Tungsram for several years. The GE-Tungsram joint venture is among the
more: wisible: Western iinvestments  in: Hungary, 'and is 'being closely “watched by
other American multinationals that are considering eastward céXpansion.
Digital Equipment Corporation announced a joint venture in Hungary in February
1990, to be called Digital Equipment (Hungary) Ltd: 'and 51" per’ centiiowned by
Digital. The. venture, also owned .by the Central Research Institute for
Physics of the Hungarian Academy of Sciences and by Szamilk, two Hungarian
state—-owned engineering companles, will sell and service Digital computers.
US. West: has ar$10: m11110n joint. venture- >w1th« Magya-rﬁ. Postay! theHungarian
postal, telegraph .and: i telecommunications’ —service, .t instald ‘neellulat
telephones: in Budapest that- will. be operatlonal dn 1991 ntelowild bzegln 4
competing ‘service inBudapest: by early 1991 “in a $35 m11110n ventur‘
prlvate Hungarlan partners. N EECUETIE B ST SR £ R T LU el )

A

Bl sl o TRPEE LCH A @
Source - The Economlst, 16 Feb w1991'i "InVestment “dn- Eastern Europe"
Sut 70 oo Die Presseyic9: July:1990¢. '"Not ‘every jodint venture beneflts Hung:

1o, onEinaficidls: Timesy: 16 “Novs! 1989. "GE pays $150 mllllon f'or 50 per
g5 mscent stake in Hungarian group'.: caet o LE o
ibid., 20 Nov. 1989: "General Electrlc plans attack from the EagtMi®
ibid.,. 12 Feb 1990 "Dlgltal sets Hungarlan venture to sell
“COmputers P [ ST “'(,_v’:"(‘. ! . LR o T
‘Businegs We ek 30 July 1990 MGE carvesout a road East" g s
: (R New:.York Times, 167 Decs’ 1990.»\' "GE's ‘new 11ght~ bulb company"‘ Fibiven s
.. ...0 Fortune, 22 Oct.:1990: ~""GE in' Hungary :

S0 ., " Wall Street: Jo rnal, 5.:Dec: 19893

RTREREY venture".f ; » L b

'US West, Hungary set
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Media

Most of the Western activity in the Hungarian media has been in the form
of newspaper takeovers. In April 1990 Axel Springer Verlag of West Germany
took control of four Hungarian newspapers, with a combined circulation of
187,000, reportedly without paying for them due to the absence of Hungarian
legislation concerning the disposal of state-owned assets. Springer will be
responsible for all the production costs and rent in this venture, and has
indicated a preparedness to invest a further DM40 million in Hungary in the
coming two to three years. Maxwell Communications also has a 40 per cent
stake in both Esti Hirlap and Magyar Hirlap newspapers in Hungary. Murdoch's
Newscorp's PLC has a 50 per cent stake in Hungary's popular Reform magazine
and the daily Mai Nap. Italy's Finnivest has deals in Hungary, Poland and
Czechoslovakia to provide programmes for local TV stations in exchange for air
time for Western advertisers.

Bertelsmann AG of Germany, Europe's largest media company, bought part of
Nepszabadsag, Hungary's largest daily newspaper with a circulation of 350,000
to 400,000. The paper, which was once a mouthpiece for Hungary's former
Communist Party, cost Bertelsmann 140 million forints ($2.14 million), while
private investors, including the editorial staff and some banks, contributed a
further 200 million forints to start up the Nepszabadsag Joint Stock Co. A
Bertelsmann spokesman said that his company would "allow the journalists and
editorial offices to operate independently".

Sources: International Herald Tribune, 4 Apr. 1990: "Springer gains control
of four Hungarian papers'.
ibid., 24 May 1990: 'Media moguls looking East".
ibid., 1 Aug. 1990: ‘"Bertelsmann takes stake in Hungarian daily
paper'".

Automobiles

General Motors (GM) has the most ambitious plans for Hungary in this
sector, having signed a joint venture agreement in January 1990 with Raba,
Hungary's state-owned maker of trucks, engines, tractors and axles. The
President of GM Europe, Robert Eaton, said that Hungary's market-oriented
policies were a factor in the decision. The venture consists of a plant to be
built in Szentgotthard, a mile from the Austrian border, which will produce
some 30,000 Opels and 200,000 engines a year as of 1992. The total cost will
be $150 million, of which GM will contribute $100 million. The venture is
expected to create 880 jobs, with GM supplying equipment and technology.

Suzuki Motors of Japan also has a $132 million venture to build 15,000
Suzuki Swift cars a year in Hungary as of 1992, with 100,000 cars a year as
its ultimate goal. Half the parts will be shipped from Japan, and the other
half will be produced locally at the plant in Esztergom, 25 miles north of
Budapest. Suzuki hereby became the first Japanese car maker to gain a
foothold in Eastern Europe. In February 1991 Fiat of Italy also formed a
joint venture with the Hungarian car company Autoker to import, distribute and
service Fiat vehicles in Hungary.

Consumer goods

Several minor but interesting ventures have occurred here. A
Chicago-based bicycle-maker, Schwinn, paid $1 million for control of Csepel,
Hungary's bicycle monopoly that made heavier brands. Schwinn has developed
new sporty models with newly installed paints and welding equipment. The
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company has doubled the salaries of Csepel workers to $210 per month, ‘and
1engthened thelr workday to a full elght hours.

‘Mister.:Minit, is.a shoe-repalr and. key—cuttlng chaln of: stores;- w1th 4 500
lbutlets world-wide .and annual ‘'gross sales: of $570 million. In December 1989
‘it ‘opened four outlets in Hungary, serving an' averdge: of: 100 customers, .adayy
16 ‘more ‘outlets were: planned“for 1990. : The chain is:.'capitalising on' the
'services ‘that it offers” in mlnutes that mlghtrtake days elsewhere, both in
Eastern and Western Europe.‘*f e e 1 ‘

a PR TS P R TS W At Tzt d 3 giriinee o
~Jacobs. ‘Suchdard of Sw1tzerland ‘and ‘& Hungarlan‘”étateeowned “¢ompany,
‘Budapest Edesipari. Vallalot' (BEV),: have each:taken a ' 50: per cent stake dinia
‘new company - worth3 million' Swiss francs called Jacobs:iSuichard Budapest :GmbH.
BEV “has: 34200 ‘employees and .produces 69,000 tonnes of sweets annually. ~:The
new company will produce chocolate bars and packaged coffee in Hungary.io

" In January 1991  British-American ' Tobacco. -(BAT)+ formed -a::joint :venture
with . Pecsi ~Dbhanygyar, . thé! Hungarians:state-owned: icigarette . :factory, with 40
‘perit:cent "of ,the national gmarket of 26" billion “¢igarettes -affhuallyi . Pecsil,
which .joined.ithe' ¥eénture:as part of .the country's: privatisation plan,:employs
-800: peéople 200..:kmi outhiof * Budapests. ' Pecsi's; :objdetives: in.:joiningw ithe
‘venture "'were modernisation: ofi” the plant, :improved ' prdduct 'quality, a more
lefficient sales and ‘distribution network, 'a:ilarger 'domestic marketishare: with
the possibility of exporting in the: futurey and:. the: maintenancer of:icurrént
employment levels. It also sought to improve the quality of Humgary's tobacco
‘crops.: BAT: will 'invest 20 ‘million’ sterllng Jin the 'venturey. itls first:in
Eastern Europe. S sroam b e Wn

. In .Februaty. 1991 Sara Lee bought @ 51 per cent stake in, Compack Trading
and Packaging Company, Hungary's largest coffee roaster w1th“2.00@ employees
and 1990 sales of $140 million. Apart from introducing new products in
Hungary such as shoe polishes and insecticides, Sara Lee will bring new
marketing techniques and build a better distribution capability for::Compack iin
Hungary

sadbr el e el e ey R ST RY S O S A A BN SRV W ELEITN 1518,
Sourices: :FinancialwiTimes 15 Jan. 1990’ » "GM: 1n 301nt venture to produce)cars
R 7o 3 o H

«noandiengines! in: Hungary'lew o0 o Toomelsan
m'lbld.,ch Janwi'1991:: "BAT taps 1nto:wor1d § ne:

; ‘ ; ."'Heell'bars: for Hungary!!i
. "New kids onrithe-bloc. . RREE
. urnal, 10 rJane: 219908 NS WEukii o
v ﬁxwin‘anungarY" Lol ey copihivaann I ilw mEodokidv Lo TiEm OCIR ol

»oaeibida 21 Feb;u»99L;A‘"Sara Lee to enter Easmerd‘Eunope o botoogge
Agence Furope, 14 Dec. 1990 "Jacobs Suchard establlshes chocolate

el nlilisbar: JOlnt venture" tid vl Dy uioM Pdusud
¢ 31gn3rwagreemen¢

9 Febs 19‘91 :

General

_hy’;' % -"rr.v(‘( )

Statistics provided by the Agency for Forei Investments, establlshed in
‘Poland . in January:1989, .show. that.at the ’end of March 1990: some. 1,175 joint
ventures'. had . been. ‘granted . pérmission: inisPoland.: - Most': of-: themy: wete
concentrated’ iniuthé Warsaw: and westein : regions,. or = thé vadministrative
«régions, .:The number: ‘of joint .verntures-had risen te:.2,799.by the endiof:1990::
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The number might seem encouraging, but the total value of all the ventures was
$544 million, including $374 million contributed by foreign partners; hence a
mere foreign contribution of roughly $134,000 per venture on average, and many
have only the legally required minimum of $50,000. (Source: BBC Monitoring
Service, 21 Feb. 1991.) Most investment thus far has been in industries such
as food, clothing, timber and construction and trade.

Table 1. Foreign joint ventures in Poland by country or region
(as of March 1990)

Capital involved

Country of capital No. of companies % share Polish Foreign
involved in joint of total (mil. zloty) . '000 US$
ventures

Fed. Rep. of Germany 404 35.3 49 694.5 42 612.3

Sweden 101 8.8 26 740.6 19 740.3

Austria 74 6.5 34 034.4 8 913.6

United States 74 6.5 10 919.8 10 618.0

West Berlin 65 5.7 14 .048.7 13 026.9

Great Britain 49 4.3 4 843.6 5 347.2

France 49 4.3 5 554.2 3 487.6

The Netherlands 48 4.2 20 339.6 16 762.7

Italy 47 4.1 23 597.7 10 459.2

Multinational ) 46 4.0 38 549.5 15 574.9

Switzerland 29 2.5 5 985.6 4 199.2

Belgium 27 2.4 5 272.3 4 713.2

Canada 24 2.1 6 195.5 2 259.3

Denmark 22 1.9 7 0l4.6 1 726.1

Others 87 7.6 36 092.4 26 967.8

Total 1 146 288 883.0 185 908.3

Source: Foreign Investment Agency in Poland and Dr. Jan Bogutyn, Director,
All-Poland Trade Union Alliance, International Relations Department
(00-924 Warsaw 56, Kopernika Str. 36/40).

The following table shows the number of joint ventures in Poland per
month, up until October 1989, shortly before the fall of the Berlin Wall the
following month.
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31" December 1988-1 July 1989 < = S . 52

1 January 1989-28 February 1989 ‘ = feon wall e <9
March 1989 21
April 1989 _ 41
May 1989 a o e : = i e T ’ 60
June 1989 o G 72
July 1989 105
-‘August 1989- : 92
September 1989 o 90
October 1989 % ~° % 115
Total o o 657

: K IR E i k RIS
Source: UniﬁeﬁﬁﬁationsfIndustrlal Development Organisation (UNIDO), 13 March

1990: "Recent trends in foreign direct 'invéstment flows to European
- CMEA countries. - -

<\ Adea Brown Boveri: (ABB) haS\ancluded Poland in its drive to increase/tits
‘Eastern European:sales to $1.5'billion by 1995, up from its present: $200<300
”m11110n. These:- f‘“ures, which' exclude East Germany, would represent @a riSe
from I'ito &4 per“cent of the company s total sales.i" The Chief Executivee;Pericy
‘Barnev1k indicated’ 1n June 1990 that these sales would be achieved through
’acqu1s1t10ns and - nt'ventures. The company also said that its ventiires  would
create 7,600 JOb n‘Poland. ‘In’ March it acqulred Zamech, Poland®si iargest
‘tirbine and geénerator manufacéturer. ABB says:' that by introducim
technology and eff1c1ency standards at Zamech, which employs 5,000 peoplésy: the
{1atter would be-able' to compete for low-cost enérgy projects in theé: Thivd
‘World!. Zamech's-I6w-cost components would also be used by ABB at its:plants
in Western Europe. In July ABB entered a joint venture with Poland's Dolmel,
‘which:will manufdéturé’ power generators and motors. for trains. The véntufe
w111 be run by 1oca1 management and employ about 3, 300 people.

. ‘)u,\“.‘

;;.,.;m. P T T FRPIPN
3V 4 Mg

bl

X : enture‘ w1th ZWUT, Poland's
1argest maker of electronlcs ‘and “publié telephone networkss ‘Siemens will own
49 per cent of the venture, thereby investing DM50 million; . the venture will
produce Siemens' EWSD public telecommunications switching systems as of 1991.

LG

" In' ‘October 1990 "Alcatel of France establisheéd i@~ jdint venture with the
‘Polish' state - telecommunicatioéns . company -Telcom=Teletrd :'de  Poznan.- The
venture, to be called Alcatel-CIT-Polska, will produce a total: of %304000
digital telephone exchanges a year under French licence in Poznan.

Sources: Financial Times, 14 Dec. 1989: "ABB in Eastern Europe expansion'.
ibid., 7 June 1990: "ABB plans sales drive in Eastern Europe".
ibid., 29 June 1990: '"Siemens in Polish telephones venture'.

The Independent, 13 July 1990: "ABB to create 7,600 jobs with
series of joint ventures'.

Les Echos, 8 Oct. 1990: "Alcatel in telecommunications joint
venture'.
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Fiat probably has the most ambitious and costly wventure running in
Poland. As the following table shows, ownership of cars by Poles is limited,
even by Eastern Furopean standards.

East Buropeans and their cars
(cars per thousand people, 1989)

East Germany 226
Czechoslovakia 181
Hungary 169
Yugoslavia 136
Bulgaria 132
Poland 121
USSR 53
Romania _49
Average 133.4

Source: International Herald Tribume, 6 Aug. 1990.

In a huge $1.3 billion project with Fabryka Samochodow Malolitrazowych
(FSM), a major Polish car manufacturer, Fiat intends to produce 160,000
subcompacts a year, called Micros. FSM will provide $650 million for the new
plant in Tychy, in southern Poland, while Fiat will invest the same amount to
buy machinery. The Micro was designed by Fiat to be produced exclusively in
Poland, since Fiat itself admits that the project would not be profitable
using Western economies of scale: 70,000 Micros will be destined for export
to the West every year. Fiat is introducing new technology and management
training in accounting and labour management, and the venture is expected to
create jobs. Fiat also won a contract with Poland's second car producer,
Fabryka Samochodow Osobowych (FSO0) in Warsaw, in which FSO will use Fiat's
technology to build 120,000 Fiat Tipos per year by 1993. Altogether, Fiat
expects to sell 300,000 cars a year in the West from its East European
ventures.

Sources: International Herald Tribune, 6 Aug. 1990: "Fiat looks East for

growth".
Financial Times, 18 Sep. 1990: "Survey of the world car industry’.
Czechoslovakia
Automobiles

Skoda was a unique case as a Western takeover target because for many
months it was being courted by several Western multinationals, including
Volkswagen AG, Renault, Bayerische Motoren Werke AG, General Motors, Citrden
SA and Subaru. = What attracted them to Skoda was its relative efficiency
compared with its East European competitors and its strong position in the
Fast European car market. Hence it was in a position to wait for the best
offer.
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The company is based in Mlada Boleslav, a town of 50,000, and accounts
for about 80 per cent of the cars in circulation in Czechoslovakia. In 1989
it produced 183,000 of its only brand - the Favorit - of which 60,000 were
exported to the West, with the mmain destinations. being the United Kingdom
(with 13,600), Denmark and West Germany. About 15,000 were exported to
Eastern European markets.

Skoda was formed in 1894 by Vaclav Klement and Vaclav Saurin. It
originally made bicycles and motorcyclées, and began producing cars in 1905.
In 1946, the company fell under state control.

Foreigners are attracted by cheap labour, although wages are expected to
rise. The ‘average Skoda worker now earns 3,100 crowns a month, 100 crowns
above the national average but still well below Western salaries. Moreover,
the Czech market is hungry for cars. With 181 cars per 1,000 people in
Czechoslovakia, if this were brought up to the Western European average of 350
per 1,000 peéople, it would require an additional 2.7 million.-c¢ars in that
country alone. Skoda itself wants to raise its output to 400,000 annually by
the mid-nineties.

Early in 1990 a Skoda spokesman, Jiri Danhelka, said that a takeover had
to meet three conditions: that Skoda be allowed to keep its name, retain all
its 22,000 employees, and continue to carry out its ~own research

These condltlons seemed to have been met when the Czech Government
announced on 9 December 1990 that Volkswagen AG of Germany would be allowed to
buy: a3l per cent stake in Skoda, which is expected . to’'rise to 70.per cent by
1995. - Volkswagen plans ‘to invest DM9.5 billion ($6.4 billion) to modernise
Skoda's operatlons over ten years, including new assenmbly, engine and gearbox
plants. It:plans to raise Skoda's annual production to. 400,000 by 1997, and
to make it more internationally: competitive by expanding its BEuropean network
of dealers and increasing its exports outside of Eirope. This was important
forSkoda, which wants to compete more:.on'products in the.33.foreignicountries
where its cars are:sold, as opposed to ‘relying on the low:-cost::of: roughly
5, 000 pounds ($8 000) for which 1ts cars are sold in -the West.«. ST

Of equal 1mportance :to Skoda Was . that bothtlts dealers and 1ts cars would
retaln their .owid ideéntity:. Volkswagen. currentlyshas{three Seéparate management
boards to run each of:its car brands:i VW; SEAT:and Audi. It will now:-form:a
fourth board for Skoda, in which Skoda's chairman will have a seat.. Skoda's
employment level is expected to drop to around 16,000 after its non-production
faecilities such as chHild-careé centres, holiday homes and repair shops are- shed.

*.Volkswagen's models so far:have complemented each -other well: the Audi
aims at the upscale market, SEAT (bought from the Spanish Government in 1986)
produces cheaper cars, and VW falls in between. Now the takeover of Skoda
will give Volkswagen a foothold in the growing East European car market, while
at the same time consolidating its position as Europe's largest car maker (see
table below).
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Western Europe's car market

January-October Sales % change om Market share
1989 $000s year earlier %
Volkswagen 1 739 1.9 15.5
Fiat 1 624 ~4.9 14.2
Peugeot Cirtoen 1 483 1.0 13.0
General Motors 1 344 2.7 11.7
Ford 1 324 -3.7 11.6
Renault 1117 =5.0 9.8
Mercedes—Benz 373 2.8 3.3
Rover " 344 -5.8 3.0
BMW 314 5.4 2.7
Volvo 204 -10.3 1.8
Japanese 1 339 6.1 11.7
Others 235 ~-5.0 2.0
Total 11 440 -0.9 100.0

Includes sales by subsidiaries.

Source: Automative Industry Data

Source: The Economist, 15 Dec. 1990.

Bratislava Automobile Zavodi (BAZ), Skoda's only Czech rival in the car
industry, also has two agreements with Western partners. In January 1990
Renault signed an agreement with BAZ to build 15,000 of Renault's Trafic vans
a year as of 1992 in Bratislava, eventually to rise to 30,000. In March 1991
Volkswagen won the regional Slovak Government's approval for a joint venture
to build 350,000 transmissions a year at the BAZ factory by the end of 1991,
and at a later stage to build up to 200,000 Volkswagen passenger cars annually.

Other Western companies have also been negotiating to acquire a stake in
Skoda Engineering, the largest engineering company in Eastern Europe, with
30,000 employees. General Electric, ABB and Siemens AG have all expressed an
interest. The engineering factories have an estimated value of $1 billiom.

Sources: Financial Times, 17 Jan. 1990: "Renault to build wvans in
Czechoslovakia®.
ibid., 27 Jan. 1990: '"Western companies may take stakes in Skoda
Engineering'.

ibid., 7 Aug. 1990: ‘"Renault favourite for Skoda stake"

ibid., 10 Dec. 1990: '"Volkswagen beats Renault and Volvo for Skoda
stake".

ibid., 11 Dec. 1990: "VW and Skoda unveil DM9.5 bn. strategy".
ibid., 27 Dec. 1990: "VW stake in Skoda could reach 70%".

ibid., 6 Mar. 1991: "VW wins approval for BAZ venture'.

ibid., 2 Apr. 1991: ’'Western car groups make their marque’.
International Herald Tribune, 9 Apr. 1990: '"Why Western suitors
line up for Skoda".

ibid., 25 May 1990: "Toyota holds talks on Czechoslovak cars'.

The Economist, 15 Dec. 1990: "The people's car heads East".
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Other negotiationsg

In June 1990 the Czech Government selected US West and Bell Atlantic to
build a cellular telephone network to expand the phone network in the
country; currently there are only 2.2 million phone lines for 15.5 million
people. The companies will invest $80 million over the next ten years, and
will own a 49 per cent stake in the venture, with 51 per cent being held by
the Czech Ministry of Post and Telecommunications.

Bata shoes, founded in 1894 in the Czech town Zlin, now produces 300
million pairs of shoes a year. Thomas Bata, the company's President, now
living in Canada, returned to Czechoslovakia in December 1989 to visit the
Bata factory, mnationalised by the Government in 1945. Bata has agreed to . a
joint venture to modernise the plant, which. still uses the same equlpment as
before 1t was nationalised. .

Young & Republicam, an 1nternat10na1 advert1s1ng agency with annual sales
of $6 billion, bought an agency in Prague c¢alled AB Line Studios, to rforim
Young & Republicam Czechoslovakia. Saatchi & Saatchi Advertising Worldwide
also has an office there and Axel Springer Verlag has a joint venture in
publishing with a private Czech company, Studio Dobre Nalady (SDN).

Sources: ' International Herald Tribune, 17 Aug. 1990: '"Young & Republicam
buys ad agency in Prague'.
Wall Street Journal, 21 June 1990: "Bell Atlantic. Corp:, .US West
set venture with Czechoslovakia'.
ibid., 19 Nov. 1990: "Bell Atlantic¢, US West, ‘sign 'E. European
pacts". .
Reuter, 8 Jan. 1991: "Axel Springer sets up publishing venture in
Prague.

Romania and Bulgari
:"Both Romania ' and: Bulgaria have ‘lagged . far behind in :attracting foreign
investment. If ‘there 'is a -correlation’ between political ‘change. towards
democracy (together with <the: introduction of a‘market’economy)“and"increésed
foreign investment, this could well explaln the lack of interest in those
countrles by forelgn 1nvestors. R LR Tl e i b T
'In‘Roman1a, one of the most conservatlve leaders of - the Communlst Eastern
bloc, Nicolae. Ceausescu, ° was :overthrown in  December ‘1989 :and replaced by
Romania's current Prime Minister, Petre Roman. Many of the members of his new
National Salvation Front are former members of the Communist Party. ' (>

. Romania perhaps needs foreign invéstmént more than any of -its Eastern
neighbours; its GNP per person is about $4,100 per year, 25 per cent less
than in Polandi“and only & half 'of that in the former Democratic Republic,
which itself is bound to rise.  Romanians own 11 cars per 1,000 people (206 in
East Germany) and 111 telephones per 1,000 people (248 in Bulgaria). Most
plants. ‘are. overstaffed and inefficient, and now have inexperienced managers
who replaced: c¢ommunist 'managers under Ceausescu. The Government has recently
1ntroduced new laws to ‘attract forelgn 1nvestment. . o

Among twoneals currently under way in Romanla, Renault of France has a
licencing agreement in the country whereby its Renault 12 has been built there
under .the Dacia name since 1969. Control Data has been building disk drives
and computer products in Romania since 1973, with half being exported to the
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West. However, it is clear that both these deals were reached long before
even the mildest political or economic changes had taken place in the East,
and hence cannot be attributed to these.

Much the same can be said for Bulgaria. Although Todor Zhivkov, the
country’'s Communist leader for 35 years, resigned in November 1989, he was
replaced by his own Foreign Minister, Mr. Petar Mladenov. His Communist Party
renamed itself the Socialists, and won the June 1990 elections in Bulgaria,
hence becoming the only Communists in Eastern Europe to retain power. Since
then Mr. Mladenov was forced to resign, and the leadership and economic
direction of the country seem to be up in the air.

In April 1990, Robert Maxwell agreed to buy the Bulgarian television
channel BTV2. Club Med in Paris also intends to build a resort with a golf
course and a 600-room hotel on the Black Sea coast, but again, Club Med has
already existed in Bulgaria for 12 years. Hence there is not much to say
about foreign investment in Bulgaria brought about by the political changes in
the past two years. '

Sources: International Herald Tribune, 11 Nov. 1989: '"Bulgaria's Zhivkov out
after 35 years".
ibid., 24 May 1990: '"Media moguls looking East'.
ibid., 7 Aug. 1990: '"Ceausescu's harsh economic legacy".
The Ecomomist, 14 July 1990: '"Bulgaria: Tanks, stanko".
TIME, 2 July 1990: 'New Kids on the Bloc".

Eastern Europe and the Declaration

In 1977 the Governing Body of the ILO adopted the Tripartite Declaration
of Principles concerning Multinational Enterprises and Social Policy. The
Declaration aims '"to enhance the positive contribution which multinational
enterprises can make to economic and social progress and to reducing or
resolving the difficulties to which their operations may give rise'.

This rationale behind the Declaration is still wvalid today and in
particular with respect to Eastern Europe. Anyone who reads the Declaration
will notice that extensive reference is made in it - either in the body of the

text, in footnotes or in its appendices - to a number of basic ILO Conventions
and Recommendations.

Since its formation in 1919, the ILO has adopted some 170 Conventions, of
which 22 are referred to in the Declaration. The table on the following pages
shows which of the Conventions mentioned in the Declarationm have been adopted

' by Eastern European countries, and the totals, ranging from five out of 22 for
~Bulgaria and Albania to 14 for Czechoslovakia and 17 for Yugoslavia. After

that is a list of the Conventions themselves together with their official

~titles. (The full texts relating to the Conventions can be found in ILO:

- International TLabour Conventions and Recommendations, 1919-1981, = and

subsequent offprints.)

Before proceeding perhaps a few words are required about the
classification of Conventions referred to in the Tripartite Declaration. Very
briefly, several of the Conventions referred to in the Declaration fall into

the category known as basic human rights Conventions and include the three
fundamental freedoms of:
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association (Conventions Nos. 87, 98 and 135);

choice (Conventions Nos. 29 and 105);. and.

opportunity and.treatment (Conventions, Nos. 100, 111 and 156 which
trefer to equallty and non~dlscr1m1nat10n) 'w;» . : ‘

500k

i et .‘-' N Y
PR h PR A £ty

Another group of . Conventlons referred to 1n;the Declaratlon fall.under

the headlng known

(a)
(b)
(C)

~a8 emplgymgnt Conventlons and-lnclude.pi

2 -

BT R R
employment pollcy (Conventlons Nos. 122 and 136),I

vocatlonaluguldance and: securlty (Conventlon No.. 142);
" I ¢ ’T’l.;. o »;.}.A;L' )‘ B ¢ W - ’ "

employment securlty (Conventaon No.a;

1 i A v s r £ eJdJ\E«OS
above - Wthh are also 1ndustr1a1 relatlons Conventlons - oneﬂmore{(Conventlon
No. 154 concernlng collectlve bargalnlng) also falls under this class1f1cat1on.

( Y" H ~ -
f ' i fn w ;

After th1s comes the g upatlonal saﬁg 1 and healt

include those w1th‘

Conventlons. These

(a) 155 and 161)
(b) protection agalnst spec1f1c rlSkSl—‘l e. tox1c substances and agents
(Conventions Nos. 115, 139 and 162), machinery (Convention No. 119)
and air pollutlon, noise and vibration (Conventlon No. 148).
This leaves us w1th two remalnlng Conuentlons whlch are likewise referred
to in the Declaration, i.e. No. 110 concerning conditions of work of

plantation. workers and a .goci al sggu;; x”Conventlon Nos. 130 concernlng medical
care and 31ckness beneflts.‘ 1 . SEUE R e e et s

gln‘raddltlon to a preamble and‘"a 'sectionv“onﬁ general“ pollcies,’:the

Declaration  ~itself deals ~with four main dssues:. 'employment, ; training,,
conditions of ‘work and llfe, and 1ndustr1al relations. Based on the

information provided so- far in this; studys it:.shall ,be the .purpose.ofr this
section to analyse .the forelgn 1nvestment in Eastern Europe in dight: of sthe
Declaratlon and . to. hlghllght‘ the trends towards the adherence thereof to
date.; . Potentlal problems for. the future w1ll also be taken 1ntodcons1deratlonw

. veris

governments are asked in paragraphs 9 and 36 “to
.= eight
«qurand

As an initial step,
ratify, — or at leagt '"to, apply. to.the .greatest .extent. possible'!
specific Conventions, .~ these‘are Nos.f87, 98, lll 115 - 119,122,

139.ﬁ As can berseen from thertableu only the. flrst three have been rat1f1ed
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List of international labour Conventions referred
to in the Tripartite Declaration of Principles
concerning Multinational Enterprises and Social Poliez

Convention (No. 29) concerning Forced or Compulsory Labour, 1930.
Convention (No. 87) concerning Freedom of Association and Protection of the
Right to Organise, 1948,
Convention (No. 98) concerning the Application of the Pr1nc1ples of the
nght to Organise and to Bargaln Collectively, 1949.
Convention (No. 100) concerning Equal Remuneration. for Men and Women Workers
" for Work of Equal Value, 1951.°
Convention (No. 105) concernlng the Abolition of Forced Labour, 1957.
Convention (No. 110) concerning Conditions of Employment of ‘Plantation
_ Workers, 1958.
Convention (No. 111) concerning Dlscrlmlnatlon in Respect of Employment and
_ Occupation, 1958. ‘ RS
Convention (No. 115)| concernlng the Protection of Workers agalnst Ionising
Radiations, 1960. :
Convention (No. 119) concerning the Guarding of Machlnery, 1963.
Convention (No. 122) concerning Employment Policy, 1964.
Convention (No. 130) | concerning Medical Care and Sickness Benefits, 1969
Convention (No. 135)' concerning Protection and Facilities to be Afforded to
Workers' Representatives in the Undertaklng, 1971.
Convention (No. 136)' concerning Protection against Hazards of P01son1ng
ar1s1ng from Benzene, 1971. :
Convention (No. 139)‘ concernlng Prevention and Control of Occupatlonal
‘ Hazards caused by Carc1nogenlc Substances and Agents,
1974. . L ! .3
Convention (No. 142) concerning Vocat1ona1 Guldance and Vocatlonal
.. in the Development:.of Human Resources, 1975!

. |
List of Convention opt in 77 _(inclusive :
which contain provisions relevant to the Declaration

=

Paragraphs of the Decl
which the instrument

;Alevgnt
No. 148 concerning éhe Protection of w s
Workers against Occupational ” o
Hazards in the Working Environment
Due to Air Pollution, Noise and
Vibration, 1977 36

No. 154 concerning the Promotion of ,
Collective Bargaining,: 1981 - -~ . 9, 49 5

No. 155 concerning Occupational Safety
and Health and the Working :
Environment, 1981 36

No. 156 concerning Equal Opportunities
and Equal Treatment for Men and
Women Workers: Workers with'
Family Responsibilities, 1981 - = 21
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No. 158 concerning Termination of
Employment at the Initiative
of the Employer, 1982 9, 26, 27, 28

No. 161 concerning Occupational Health
Services, 1985 36

No. 162 concerning Safety in the Use of
Asbestos, 1986 36

The Declaration's general policies section seeks to achieve harmony
between the activities of multinationals and the development priorities of the
countries in which they operate (paragraph 10). Several multinationals have
already declared their intention of assisting in the restructuring of Eastern
Europe, and many are importing new technology - hence there seems to be
general adherence with this provision. The Declaration also asks the
governments of home countries to "promote good social practice" (paragraph 12)
by its MNEs abroad, which will be an issue to watch regarding Eastern Europe.

In its section on employment, the Declaration puts the onus on host
governments, to ensure that employment is ‘'productive and freely-chosen"
(paragraph 13). Multinationals can assist in making employment productive,
but to ensure the freedom of choice is primarily a government's responsibility.

In dealing with employment, the Declaration asks multinationals '"to
increase employment opportunities and standards" (paragraph 16), and to do so
"in harmony with national social development policies" (paragraph 17) of the
host country. This is a highly relevant issue with regard to FDI in Eastern
Europe, because some of these countries are facing unemployment for the first
time.

A general trend can be observed in the activities thus far. In cases
where Eastern and Western companies have agreed to joint operations, the
result has generally been that each partner will provide a certain share of
the workers from their respective companies. Deutsche Bank's branches in the
eastern part of Germany, for example, will recruit 8,500 workers from the
state—owned Kreditbank as well as providing 800 of its own employees;
Dresdner Bank is combining 800 of its own employees with a further 3,500 from
the Kreditbank for its activities in East Germany. GM's joint venture with
AWE to build Opels in Eisenach in East Germany is expected to employ 200
people, but again drawn from the 9,000 workers at AWE. Hence, while these
figures do not represent actual job creation, these joint wventures have not
caused unemployment.

Several joint ventures have already or are expected to create real
employment where it did not exigt before. GM's venture with Raba in Hungary
is expected to create 880 new jobs there. The new McDonald's outlet in Moscow
has hired 1,150 people, and the company will likely hire more as it expands
into other cities in the USSR. Likewise, in Plauen, in the eastern part of
Germany, McDonald's is expected to employ 60 people, and will probably need
more at its other outlets intended for East Germany in 1991.

The question of unemployment becomes much more relevant in such cases
where there has been an actual takeover of a state-owned company by a Western
multinational. Foreign firms that have always maintained employment practices
aimed at staying competitive in the Western world must deal with inefficient
Eastern companies whose artificially high employment levels were a means of
hiding real unemployment in. their countries, Such as the case with Hungary's
Tungsram, taken over by General Electric, which had the same number of
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employees as GE (18,000), but produced only one-seventh. as much in monetary
value. GE intends to reduce the number of Tungsram workers to 13,000 through
attrition and early ‘retirement, although the company is under pressure not to
increase unemployment in Hungary. Czechoslovakia's Skoda was also concerned
about maintaining its 21,000 workers after -any takeover, but had the
advantageous position of being able to wait for the best offer from various
Western companies that were interested.

In the eastern part of Germany there is no doubt that unemployment is on
the rise, but this is due more to competition from West Germany than from
foreign investment. As Western businesses sell their products in the East,
Easterrners arée no longeér quite as interested in- reading, Eastern mewspapers or
magazines, ‘driving Eastern-made cars, or generally in consuming  consumer .goods
from the FEast..  However; the staggering unémployment in ‘what was 'the German
Democriatic Republic cannot ‘be -attributed. to. multlnatlonals”:but -rather ;to .the
rélative inefficiency . of Eastern..companies vis-a-vigs the Wesk, ;and to,,the
inévitable shift of' consumetrs': demands from Eastern- to Western-made produgts
as thesebecame ‘avdilable. ' :The changes 'in- ‘East Gérmany are.abrupti; but-the
unification:of sthe two Germanies provideés an example, for the firstwtime in
hlstory, of a merging of a planned and a market economy.

T P R I

o

Paragraphs 19 and . 20 of the Declaratlon refer to developlng countraes,

but ‘could apply.equally :tfo Eastern Europe.: Multinationals: are  asked.to -use
"téchnologies  which..generate ~employment" and it adapt;: them .to;:the,;hest
country's needs, and to carry out manufacturing locally. This has been one of
thé more: appafentlcharacteristics'of“FDI in Eastern Europe ‘thus. far,.since ome
of the: pr1me reéasons for g01ng East -has been to make use of the labour there.-

G i L8 IR NV S S WU R TS o

ii . The: Declaratlon asks that multlnatlonals "make quallflcatlons
experience: the. basis. for rectuitment, : placement,;tralnlng -and advancementnof
their staff at all levels'" (paragraph 22), and that priority should be given
to nationals of the host country (paragraph 18). Also, discrimination based
on :sex,’ religiony: colour;’ political opinion .should be avoided (paragraph 21).
There »is ‘1io" evidence;as of yet that.multinationals,in Eastern, Europe  have;not
h1red based on: merlt.J ThlS would be agalnst their own long—term 1nterests"

e
et d
ol

espec1ally at the managerlal 1eve1 J mdoubt that at the bl;
devel} ‘East uEuropean “workers are sk 11ed and,UJor thei ‘time . belngaam 1:
aéhEaper ‘than ; their: Westerthcounterparts. - Hence, the:e is . no,.evidence ,0f
Western-.firms idmporting: Western 'blue-collar::workers .to -the. East.q &s for
white-collar workérs,. fitltinationals: going East have neported:a.lack:of, skills
in- several--areas of business: management, for  example;. general -accounting;.ar

book-keeping, labour management, quality control, marketing;-and- salesszq-and
general managerial experience. Hence for those kinds of jobs multinationals
have been: repbrted' tor bring in ‘Western :talent. (see - International .:Herald
‘Tribunie,: 14 .Juné '1990: .. "New  East West trade: -Managers cross bordensi).
‘However, 1in 'the ‘¢dse: 0f’ General Electricy . the - company. took: omne. .o ]
Hungar1an~born executlveScto 1ead 1ts:team managlng Tungsram in; Hungar.

[ ';!3"

i oy Tooootnd
fyecir Paragraphs 24 to 28 of the\ Declaratlon request that multlnatlonals
respect the security! of employment, ~avoid - -arbitrary dlsmlssalm provide
reasonable notice of large changes in operations with major employment effects
sand. provideyi togethér with: .governments;.. some.  income. protection  for dlsmlssed
:‘workers.: ‘The section also mentions: theﬁ“dlscont1nuat10n of ,operations

rare. "likely to accentuate - long=term unemployment" (paragraph 25)..:: Ever
Western multinationals do: not themselves discontinue operations in the‘East,
their :more sophisticated production facilities might bring other :inefficient
.operations’ ‘in the East  to:'a. halt... Since most: Western -takeovers. .and. joint
‘ventures .in .the East have beéen fairly recent, these:issues have for :the.most
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part not been very significant. However, it is possible that if takeovers
continue to occur, and Eastern companies are transformed to meet Western
standards of efficiency, the issue of dismissing workers and the treatment of
dismissed workers will become important. The policies of multinationals in
this respect will likely depend on the legislation adopted, if at all, by
Eastern countries in this regard, and on the influence of the relevant trade
unions in the East. Should joint ventures fail to perform as expected in the .
future, the result may lead to dismissals.

The Declaration's second major area of concern is in training. It asks
multinationals to provide training that meets the company's needs and the
development policies of the host country, which develops skills and promoctes
career opportunities for the trainees (paragraph 30). Multinationals are also
requested to broaden local management expertise (paragraph 32). Compliance
with this so far seems promising: Siemens is funding university and research
education in East Germany; Deutsche Bank, Dresdner Bank and Allianz are
training their Eastern colleagues in Western-style banking and insurance;
McDonald's trained its Moscow employees extensively on maintaining a major
retail outlet. On the managerial side, Saatchi & Saatchi will teach Soviet
economists Western marketing strategiess General Electric 1is teaching
management skills to Tungsram executives both in Hungary and in the United
States, and Fiat is doing the same in its joint venture with the FSM carmaker
in Poland. Much of the training is mnecessary to enable workers to handle new
technology that Western firms are introducing, and hence the training is
likely to have long-term benefit for the workers involved.

In its section on "Conditions of work and life'", the Declaration urges
multinationals to provide wages and benefits no less favourable than those of
local enterprises (paragraph 33). Here, multinationals have not only adhered
so far in Eastern Europe, but seem to have offered better wages on many
occasions. McDonald's in Moscow offers the national average in salary in

general, and more for top managers; General Electric has introduced a merit

pay system at Tungsram in Hungary; and Caterpillar is reported to pay its
workers in the USSR twice the amount that they would get in a state
organisation, plus a clothing allowance in hard currency, and possible
training trips to the West (see International Herald Tribune, 5 April 1990:
"West 1lures best talent from East Europe states"'). There have been no
reported examples of multinationals actually offering lower wages than their
local counterparts. Governments, for their part, are asked to ensure that
"lower income groups and less developed areas benefit as much as possible from
the activities" of multinationals (paragraph 35).

The Declaration goes on to ask multinationals to maintain 'the highest
standards of safety and health" for their employees (paragraphs 36 and 37), in
conformity with national requirements, and to make known “"any special hazards
and related protective measures associated with any new products and
processes" (paragraph 37). Subsequent to the Declaration's adoption in 1977,
a number of Conventions have been adopted dealing with the working environment
(namely Conventions Nos. 148 and 155) and which are referred to in its
addendum. Very little has been reported on the health and safety standards
maintained by Western multinationals in the East, but a lot has been made
known about the immense pollution created by Eastern companies and the lack
of, or weakness of, emission control standards in the East. It is widely hoped
in the East that the introduction of new technology and the modernisation of
plants in the East by Western multinationals will indeed reduce pollution
levels in Eastern countries. Environmentalists in West Germany hope that any
takeover of Eastern Germany's utilities will render them less pollutant; the
Soviets were concerned about Chevron's intention to extract highly sulphuric
0il from the oilfields in Kazakhstan; East European car manufacturers are
generally concerned about meeting West European emission control standards,
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that areito be tightered .after 1992, making the:car makers more dependent on
imported technology. '~Ifn.general, if multinationals were merely to implement
in the East the environmental 'protéction standards that they maintain . in: the
West;. -this swould- already béea considérable: improvemeént. Since most .of the
products and processes’ithey will ‘introduce in the East are.probably already. 'in
existence ‘in . the. Westy these’ are unlikely to. create many health-related
problems. ! General compliance! with the -Declaration. will" also .depend. on
relevant government regulations and their enforcement. ..

©* ., The final section of the Declaration:deals:with-industrial relations. To
beg:m »with, multlnatlonals should: .have:istandafds - ofs industrial relations mno
less: favourable ‘than - those’ of: comparable empldéyers in .the "host :icountries
(paragraph 40) " Wotketrs, it states, should. "have the right: to:establish and
iea  to Jon.n ‘ organisations . of - their :' own . 'choosing :“withHout previous
authorlsatlon :i(paragraph . #41l).:i Also, when': governments - offer :.:dpecial
i‘n‘Cen‘tiveé‘ to” ‘a‘ttra‘ct' FD13-:thése. !should :not 1nclude ary limitation ,of -the
workers!: ‘freedom cof-assobiations or the - right "to uorganise :-and :bargain
collectlvely" (paragraph BB5)L’ o Ad swas seefi earlier,t’new“wdrke‘rs; uniohs: dre
be1ng creatéd under cdifférent ‘names and with iless party+affiliation- in' ‘many
East” bloc countriesy land many:of them.boast high membership levels - hencerit
would! not: appear: sosifar! that!/multinationals .have: overtly | impededsynion
membershlp' “in-therEastvas’long @asithere was= a break with tlie 'past....The..same
can be 'said: for:governméntidnitiatives: to date. to'attract foreign investmént;
since there isi‘no ‘evidence =that these have systematlcally had adverse efifects
on union membership eitherv.il =ric s i avy mon ST hon 0 At s nn wvsed G b wiodl’

“Multinationdls “are' also ! asked wto "support irepresentative . employers'
organlsatlons" {paragraph ©43) and: it iis:hére that MNEs:might haveid: ‘special
role to ‘play 'in' introducing this. concept of free’ and .independent: employers
organisations toeconomies where this Cconcept was previously..absent... i Workers?
représentatives . in < MNEs: should be. allowed :to. cénsulti.:among themselves
(paragraph ‘146)," and’ represeéntatives' of:.ibothn workers' s :andhuemployers
organisations . should be allowed td énter :a.country; ifinvited: by« domestlc
or"g'a’nlsatlons, to consult "on matters of: mutual concern" (paragraph 7). -
PR W " : : C sle cackSeal :

Accord:Lng to the’: Declaratlon, workers in mult1nat10na1 enterprlses should
have .the right ¢"to 'havel'representative organisations ...’ for..theuspurpose: »of
¢olléctive bargaining' :(paragraph " 48),: and’ «"’:theai‘f‘répnes’"ent‘atfives:’ﬂ ofzithese
érganisations”should:be~allowed to . négotiaterwith:‘members. of: managementiswhé
are’ authoriseditoc:take decisionsrc(paragrapho51)y - Workers':irepresentativeés
should be assisted "in the deévelopment.of effective! collective ‘agreeéments!
(paragraph 50), and workers should be allowed to submit a grievance "without
gsuffering ' dny '‘préjudice :whatsoever' as.:a vresult!,oyand’ an "appro'prlate
procedure!* should. be: .available ito examine &uch" 'g’rievances".\. Thigiis:u6f
particular: importance in: countrles which do mot rabide by ithe ALOwCon¥entions
pertairning to vfreedom: of ‘'association'. .and ~forced ldbour: (paragraph 579%
Multinationals: are ' riréquested” to. provide, :workers'' i répresentatives u"with
information required:for meaningful-negotiations!', in.particular regardingithe
enterprise ds<a. wholeu.(paragraph.:54)." Finally,  multinationals' should:not
 threaten to ‘transfer theiri-operations:tos.another country in order 'to influente
" the : outcome: of sich: negotiatiéns (paragraph~52)::. In respecting thesé:basic
'prJ.nc1pIesi, ‘MNEs:rcould play: a"'leaﬁingé role :in “helping ' to. iﬁtrod"uc’efg"e'neravlljr
" accepted industrial. relations: pr1n01p1es to Eastern Europe fand to asswt 1n
' the transformatw:.on of the:Lr econom1es. S e o

U 1}

: In general, the above cond:.t:.ons concernlng 1ndustr1a1 relatlonsuhave nok
ag’ of _yet’' applied to ! multinationals ‘éstablishing ' themselves in -Eastern
Europei :Most of the:major: ventures are’'fairly’ new, i.e. less than two i years
old, .and would “likely  require nioré time before a 'proper ‘analysis of ’'their
policies, ebspecially' concerning ‘industrial vrelations;,: could.:be'made. ' :This
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includes policies on union membership, collective bargaining, and procedures
for dealing with workers' grievances. Nevertheless, the above paragraphs
cutline the Declaration's major areas of concern and how it may become
relevant in Eastern Europe, given the rapidly changing nature of business
there. As such, the Declaration could provide guidance in social policy
matters for the four parties to which it refers: governments, employers' and
workers' organisations, and multinational enterprises themselves.
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ANNEX

I10 PUBLICATIONS ON MULTINATIONALS

WORKING PAPERS

The series of Working Papers is devoted to the most recent research on a
variety of subjects related to the on-going programme on multinational enter-
prises. Country and regiomal studies cover topics such as technology choice,
export processing zones and decision-making, or give up-to-date statistics on
the direct and indirect employment effects of multinational enterprises in
various developing and industrialised countries. They are signed by their
authors, each an expert in his own field, and are intended to stimulate dis-
cussion and critical comment.

The TILO Tripartite Declaration of Principles concerning Multinational Enter-

prises and Social Policy - Ten vears after (Geneva, ILO, 1989)

Employment effects in industrialised countries

Employment effects of multinational enterprises: A Belgian case study (Working
Paper No. 1)

by D. Van Den Bulcke and E. Halsberghe

ISBN 92-2-102265-X

ISBN 92-2-202265-3 (French version)

Employment effects of multinational enterprises: A survey of relevant studies
relating to the Federal Republic of Germany (Working Paper No. 2)
by P.J. Bailey

ISBN 92-2-102266-8

Employment effects of multinational enterprises in the United Kingdom (Working
Paper No. 5)

by J.M. Stopford

ISBN 92-2-102269-2

Employment effects of multinational enterprises: The case of the United States
(Working Paper No. 12)

by D. Kujawa
ISBN 92-2-102276-5

Domestic employment effects of direct investment abroad by two Swedish multi-
nationals (Working Paper No. 13) '

by G.L. Jordan and J.-E. Vahlne
ISBN 92-2-102267-6

Emplovment effects of multinational enterprises: The case of the Republic of
Ireland (Working Paper No. 22)

by Michedl 0 Sdlleabhdin

ISBN 92-2-103249-3

Les effets des entreprises multlnatlonales sur 1'emploi: le cas de la France
(Working Paper No. 24)

by Julien Savary

ISBN 92-2-203385-X

[0308m/8.5.901
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The development of employment in multinational enterprises in the Federal

Republic of Germany - Results of a new survey (1974-1982) (Working Paper
No. 33)

by Werner Olle

ISBN 92-2-103847-5

ISBN 92-2-703847~7 (German version)

Paper No. 44)
by Petér J. -Buckley and: Patrick Artisien

ISBN 92—2 105680—5L R A e R : bl R AL Py

iy

(Working Paper No. 50) i ima
by ‘Amin- RaJan o : e L
ISBN: 92-2-105915-4 '”'1uw»L cevi L

Multinational enterprises and employment (Working Paper No. 55)

by Otto Kreye, Jiirgen Heinrichs and Folker Frobel
ISBN'92~2x 106803LXi" © R,

The Nordic countries and multinational' enterorises- Employment effects and

foreign direct investment (Working Paper No. 57)
by Greg MacDonald

ISBN 92-2-107136-=7: " i o folan v mmu e o i ss e enna foed

Multinational entergrises and emglozgent: The Canadian experience (Working .
- s P J R T T A e : _/.»; “'"‘F““ v :.v,:""

e iy ¢

Paper:No. 61) AR e i Teroel pemboe Do R o
by M. Bradley Dow and Pradeep Kumar o
ISBN 92-2-107512-5

The emplovment growth of foreign multinatidnalss.s
factor gartitioning (WOrking Paper No. 62)
by'D. Michael Ray.. - RN

ISBN 92-2-107513-3" ~H-ﬁ““- ?Mul;nrv'v

The employment effects of multinationals in the United State$ (WorkingSPaper:
No. 64)

by:Durican C. 'Campbell and Roger MeELrath . - .1 ' 'l *ige .
ISBN 92-2--107537-0

Multinational banking in the age of discontinuity (Working: Paper' No 1D
(forthcoming)

by: Amdn Rajan -~ ¢t o p Tt et Ty basesbolee e ¥
ISBN 92-2-107538-9 C

Study on the employment effects of multinational
(Working Paper No. 68) (forthcoming)

by Greg MacDonald " y

ISBN 92-2-107541-9

-4

(Working Paper No. 69) (forthcoming)
‘by -Sustumu Watanabe.
ISBN 92-2-107542-7

The emergence of global multi-media conglomerates S N (A AT
(Working Paper No. 70)

by Greg MacDonmald .~ +'. = = uT T ST o T e
ISBN 92—2-107669-5 Tl gty
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Employment effects in developing countries

Les effets des entreprises multinationales agro—alimentaires sur 1'emploi en
Amérique latine (Document du travail n° 4)

par G. Arroyo, S. Gomes de Almeida et J.M. von Der Weid

ISBN 92-2-202268-8

ISBN 92-2-302268-1 (Spanish version)

Employment effects of foreign direct investments in ASEAN countries (Working
Paper No. 6)

by Y. Kuwahara, T. Harada and Y. Mizuno

ISBN 92-2-102270-6

Employment effects of multinational enterprises in Brazil (Working Paper No. 7)
by Mario Luiz Possas

ISBN 92-2-102271-4

ISBN 92-2-302271-1 (Spanish version)

Employment effects of multinational enterprises: A case study of Kenva
(Working Paper No. 8)

by R. Kaplinsky

ISBN 92-2-102272-2

The effects of multinational enterur1ses on employment in India (Working Paper
No. 9)

by U. Dar
ISBN 92~2-102277-3

Employment effecﬁs of multinational enterprises in Nigeria (Working Paper

No. 10)
by 0. Iyanda and J.A. Bello
ISBN 92-2-102274-9

Employment effects of multinational enterprises in the Philippines (Working

Paper No. 11)
by C. Tanchoco-Subido

ISBN 92-2-102278-1

Multinational enterprises and employment in the Caribbean with special

 reference to Trinidad and Tobago (Working Paper No. 20)

by Terisa Turner
ISBN 92-2-103030-X

Multinationals and employment in a West African sub-region: Liberia and Sierra

- Leone (Working Paper No. 29)

by Olukunle Iyanda
ISBN 92-2-103623-5

Las empresas multinacionales en la ocupacién industrial en Argentina,
1973-1983 (Documento de trabajo num. 51)

Por Eduardo Basualdo

ISBN 92-2-306214-4

" Emplovment effects of multinational enterprises in Malaysia (Working Paper

No. 53)
by Yew Siew Yong
ISBN 92-2-106730-0
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The employment effects of manufacturin multinational. enterprises in Thailand
(Working Paper Ro. 54)
by Atchaka Sibunruang and Peter Brimble

ISBN 92-2-106738-6

Efectos _de lags empresas multinacionales sobre el emvleo en el Peru (Documento
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