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A.BSTRACT 

The present thesis deals with the most significant 

features of joint venture legislation in thrce socialist 

countries, narnely: the U.S.S.R., Czechoslovakia and Poland. 

Following a historical overview of foreign trade and 

investment in the three jurisdictions, the current legal 

framework with respect to creation, operation and dissolution 

of joint ventures is examined ir subsequent chapters. 

In this context specific points of legislation are 

discussed. They include: fields of permissible activity, 

procedure for establishment, legal structures, equity share, 

capital contribution, financing, management, personnel, 

taxation, duration and dissolution. 

Under each issue a comparative analysis of the relevant 

legal framework currently in force in the three countries is 

undertaken. Furthermore, after examining the ways in which 

the actual mechanis~s function in practice, strong and weak 

points of the legislation are underlined. Anticipated 

tendencies are assessed also. 

At the end of the thesis concluding remarks, criticisms 

and suggestions regarding future necessary improvements are 

offered. 
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RESUME 

La pr~sente thèse analyse les caract~ristiques les plus 

importants de la l~gislation des entreprises en participa-

tion* dans troie pays socialistes, â savoir l'U.R.S.S., la 

Tchécoslovaquie et la Pologne. 

A la suite d'un aperçu historique se rapportant ~ 

l'examen du commerce ext~rieur et des investissements dans 

ces trois juridictions, nous étudions le cadre juridique 

actuel ayant trait à la création, l'opération et la dissolu-

tion des entreprises en participation. 

Certains aspects spécifiques de la législation sont 

traités. Ces points comprennent: les domaines d'activités 

autorisées, la procédure d'établissement, les structures 

juridiques, la quote-part, la contribution de capital, le 

financement, la direction, le personnel, la taxation, la 

durée et la dissolution. 

Chacun des points mentionnés comporte une analyse 

comparative du cadre juridique actuellement en vigueur dans 

les trois pays. De plus, après avoir examiné le fonctionne-

ment pratiqu8 des mécanismes actuels, nous soulignons les 

points forts et les points faibles de la législatjon. Par 

ailleurs, les perspectives futures sont envisagées. 

La conclusion de la thèse inclut des remarques g~né-

raIes, des critiques et des suggestions concernant des 

améliorations futures qui s'avèrent nécessaires. 

* NOTE: Le terme anglais "joint venture" a été traduit par 
l'expression "enterprise en participation": voir 
infra Annexe L. 
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l I. INTRODUCTION 

It lies beyond doubt that international trade has 

undergone tremendous development. It now is a dominant 

factor in international economic cooperation regardless of 

the social and political systems of the countries involved in 

it. Until the end of the 1960s international business 

transactions were primarily performed 0n the basls o( 

bi1atera1 industrial cooperatlon agreements. After a certain 

point this framework was no longer sufficient i consequently, 

the concept of joint ventures emerged as a necessity. 

Cre~tion of a joint venture oifers something more than 

mere cooperation. It offers the primordial advantaqe of 

sharing between partners from different countrics. This 

sharing involves commonly undertaken business activities and 

management, common programming and g0als, common profits, and 

most of aIl common risks and responsibilities. The potential 

benefits are nevertheless great. 

The focus of the present thesis will be on the lcgal 

framework for joi~t ventures in three major socialist 

countries, namely: the USSR, Czechoslovakia an~ Poland. We 

will compare speclfic points of legislation as regards the 

creation, operation and dissolution of the joint venture. 
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II. HISTORICAL OVERVIEW OF SOVIET, CZECHOSLOVAK AND 

POLISH FOREIGN TRADE 

A. Early Period: The Forgotten First Joint Ventures 

On April 22, lc)18 the Council of the People's 

Cornrnissars of the RSFSR issued a short Decree, entitled 

"Decree on the Nationalization of Foreign Trade."l 

Article l of the Decree declared that "aIl foreign trade is 

nationalized". The Decree further provided that any foreign 

trade activity would be carricd out by statu agencies undcr 

the control of the People's Commissariat of Trade and 

Industry.2 After the Union of the Soviet Socialist 

Republics ~as formcd in December 1922, the People's 

Cornmiss~riat of Foreign Trade became an AlI-Union one and its 

powcrs wcre extended to cover the entire U.S.S.R. by virtue 

1. The tcxt of the Decree is translatpd in English by 
John Ouigley and included as Appendix B in J. Quigley, 
The Soviet Foreign Trade Monopoly: Institutions and Laws 
(Columbus: Ohio State University Press, 1974) at 202, 
hereinafter Quigley. Reference to the text of thé Decree 
i5 made as wc'l, 0.g. i..n vJ.E. Butler, Soviet Law 
(London: Butterworths, 1983) at 333, hereinafter Butler: 
and in I.T. Dore, "Plan and Contract in the Dorncstic and 
Foreign l'cade of the U.S.S.R." (1987) 8 Syracuse Journal 
of International Law and Cornnerce 29 at 75, hereinafter 
Dore. 

2. The People 's Cor.lmissariat of TracJc and Industry was 
renamed in June 1920 the People's Commissariat of Foreign 
Trade; see Quigley, ibid. at 3 and 22. 
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of the Decree of Ju1y 13, 1923. 3 Thus the whole sector of 

foreign trade became a state monopoly. 

However, it was not to remain this way. In the early 

twenties, under Lenin's New Economie Policy (NEP), the idea 

of decentralizing foreign trade and abo1ishing state monopoly 

emerged. 4 The ide a was supported at first sight by a 

number of Politburo members, such as Zinoviev, Kamenev, 

Bukharin, even Stalin, with the exception of Trotsky. How-

ever, such a policy was "almost hysterically" rejected by 

Lenin himself. He should not forget that it was still the 

era of initial revolutionary enthusiasm and Lenin considered 

the state monopoly of foreign trade as a weapon which would 

enable Russia to become an industrial power.~ A Decree 

entitle~ "On Foreign Trade" of Mareh 13, 1922 had however 

already begun to depart from the principle of monopoly: 

first, it allowed for direct irnporting and exporting by state 

enterprises, provincial executive eommittees, and all-Russian 

cooperatives, provided that permission for each transaction 

was obtained from the Peop1e's Commissariat of Foreign Tradc; 

second - something which has bcen almost forgotten today - it 

3. See Butler, supra note 1 at ibid. 

4. See J.F. Hough, "Attack on Protectionism in the Soviet 
Union? A Comment" (1986) 40 International Organization 
489 at 495, hereinafter Hough. 

5. See Hough, ibid. 
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allowed creation of the first So/iet joint ventures and 

organized their structure. 6 These mixed enterprises could 

be formed with the participation of Narkomvneshtorg 7 or 

its organs and of foreign enterprises either in the 

U.S.S.R. or abroad. The joint ventures could undertake not 

only export-import operations but production and supply of 

export goods as we1l. 8 The scheme proved to be very 

effective in practice. Thus, in 1924 the mixed companies 

accounted for 4.3 per cent of Soviet exports, and 4.5 per 

cent of imports. In 1925 there were 161 mixed enterprises. 

Amongst these 12 involved the participation of foreign 

6. It is interesting to note that this DecrAe has not 
been repealed; see D.A. Loeber, "Capital Investment in 
Soviet Enterprises? Poss ibil i t ies and Limi ts of East-vlest 
Trade" (1977-'; 8) 6 Adelaide Law Review 337 at 352, 
hereinafter Loeber. 

7. Russian abbreviation of the words Narodnyi Komissariat 
Vneshnei Torgovli (People's Commissariat of Foreign 
Trade) • 

8. Seo N.N. Voznesenskaia, "pravovye formy sovmestnogo 
predprinimatel'stva i praktika SSSR" (Legal Forrns of 
Joint Undertaking and the U.S.S.R. Practice) (1985) 
Sovetskoe gosudarstvo i pravo (Soviet State and Law), No. 
3 at 64, hereinafter Voznesenskaia 1985; see as weIl 
Quig1ey, supra note 1 at 27, and P. Smirnov, "Joint 
Ventures in the U.S.S.R. (Legal Status)" (1987) Foreign 
Trade (Eng1ish edition of Vneshniaia Torgovlia), No. 9 at 
42, hereinafter Smirnov I. This author correctly points 
out that the joint ventures today "are not, strictly 
speaking, an entirely new form coming into use, but, we 
rnight say, the reinvigoration of the known practice of 
undertaking joint ventures inside the U.S.S.R.". The 
existence of joint ventures in the Soviet Union at that 
time is mentioned aiso in M.I. Goldrnan & M. Goldrnan, 
"Soviet and Chinese Economic Reform" (1987-88) 66 Foreign 
Affairs 551 at Sb4, hereinafter Goldrnan & Goldman. 
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corporations which provided approximately 20 per cent of 

their capital, in the total amount of 3.4 million rubles. 9 

Although it might seem unbelievable today, Stalin was 

not against joint ventures in the early period following 

Lenin's death in 1924, when he ruled the Soviet Union 

together with Rykov, Kamenev and Zinoviev. On August 17, 

1927 a specific law on Joint Stock Companies came into force, 

which also regulated mixed companies through the territory of 

10 the U. S. S • R. 

When Sta1in finally attained uncontested power in 1929, 

however,ll he started imposing harsh co11ectivization and 

centralization. As a result of his general economic policy 

during these times, the situation abruptly changed. In 1930 

the 16th Communist Party Congress ordered the liquidation of 

the joint stock and mixed companies. 12 In February 1930, 

9. See Loeber, supra note 6 at 344; see also Quigley, supra 
note l at 47. 

l O. See Loeber, ibid. at 345; see also Voznesenska i a 
1985, supra note 8 at ibid. 

Il. See B.D. vlolfe, Three vJho Made A Revolution (New 
York: Stein & Day, 1984) at 647. 

12. It should be stressed a t th is po i nt tha t the aboli-
tion of the first Soviet joint ventures in 1930 did not 
prevent Soviet state enterprises or agencies from 
getting involved in direct or indirect investment in 
developed or deve10ping countries abroad. An elaborate 
study of the investment undertaken by Soviet and other 
Eastern European countries abroad is to be found in C.H. 
McHil1an, r-1ultinationals from the Second \]orld (New 
York: St. Martin's Press, 1987). See as weIl "MNCs and 
Joint Ventures: Not AlI Are \1est-to- East" Business 
Eastern Europe (22 June 1987) 205. Two wcll-known 

(cont 'd. ) 
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30 export and import organizations with monopoly rights for a 

determincd category of goods, ca11ed "alI-union combines", 

replaced the abo1ished joint ventures, from which many of 

them were formed. 13 As a result, Soviet foreign trade 

slow1y but steadi1y became again tight1y centra1ized. 14 

It is worth noting, however, that the 1927 Law was not 

repealed unti1 1962, after the adoption of the Fundamenta1 

Principlcs of Civil Law in 1961. 15 

The fundamenta1 axiom of state monopoly of foreign 

trade was maint3ined and reinforced by Stalin through 

its integration into the 1936 Soviet Constitution. Today the 

examp1es are: the Armtorg Trading Corporation, New York; 
and the Moscow Narodny Bank Limited, estab1ished in 
1919. Both these compan~es are 100 per cent Soviet 
owned. See J.M. Hertzfeld, "Foreign Trade" in F.J.M. 
Feldbrugge, ed. 3 Encyclopedia of Soviet Law, (Dordrecht: 
H. Nijhoff, 1985), 2nd rev'd ed., at 324, hereinafter 
Foreign Trade in Fe1dbrugge: J. Pfcffer, "The Business 
Activities of State Trading Enterprises in Countries 
w i th t1arke t Economies" (1982) 20 Inte rnat iona1 Bus iness 
Lawyer 124: Voznesenskaia 1985, supra note 8 at 60-62 
and 64-66: and Loeber, supra note 6 at 347 as weIl as 
the bib1iography contained in note 48 of Loeber's 
article. 

13. See Quigley, supra note 1 at 62. 

14. See Locber, supra note 6 at 346; Voznesenskaia 1985, 
supra note 8 at 64: and Quigley, supra note l at 62. 

15. See Voznesenskaia 1985, su~ra note 8 at ibid.; and 
Loeber, supra note 6 at ibId., note 43. 
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monopoly is still in force under Article 73(10) of the 1977 

Soviet Constitution. 16 

On August 24, 1953 the Ministry of Foreign Trade was 

created. The Ministry assumed responsibility for the overall 

coordination of Soviet foreign trade under the Gosplan.1 7 

Although in the beginning the Ministry was highly central-

ized, little by 1ittle it vested sorne of its powers in other 

agencl~s. The rnost significant of these were the State 

Committee for Foreign Economie Relations, created in 1957, 

and the State Committee for Science and Technology, created 

in 1965. Besides the above Committees, the Ninistry of 

Foreign Trade was cooperating with: the Ministry of Finance 

Olinfin) i the State Bank (Gosbank) and the Bank for Foreign 

Trade (Vneshtorgbank)i the AlI-Union Chamber of Commerce, 

operating the Foreign Trade Arbitration Commission and the 

Hari time Arbi tration Commission i and the state agency for 

foreign insurance (Ingosstrakh) .18 

16. See Butler, supra note 1 at 333. 

17. Russian abbreviation of the words Gosudarstvennyi 
Plan. This is the State Planning Committce of the USSR 
Council of Ministers which previously had absolute 
control over both foreign and domestic trade and over 
the Soviet economy as a whole. Today under perestroika 
its powers are greatly circumvented. 

18. See Dore, supra note 1 at 76-78. lngosstrakh, 
lntourist and the USSR Bank for Foreign Trade 
(Vneshtorgbank) were the only legal entities, still 
~rganized as joint stock societics in 1983. Since the 
1927 Law on Joint Stock Cornpanies was repealed in 1962, 
as mentioned before, their legal status was thereafter 

( con t' d. ) 
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The active responsibility for foreign trade transac-

tions was conferred by the Soviet State on the Foreign Trade 

Organizations (FTOs) .19 The Soviet State, owner of the 

means of production, a110cates state property to the FTOs for 

their operationa1 needs. Tite latter operate on the basis of 

their proper charters and accounts, on the Khozraschet system 

of independent economic accountabi1ity. They mainly operate 

under the guidance and supervision of the Ministry of Foreign 

Trade or other competent ministries or state committees, 

depending on their field or commercial activity.20 

That was the situation in the Soviet Union in the field 

of foreign trade when Mikhail S. Gorbachev became General 

Secretary of the CPSU in 1985. 

governed by the 1961 Fundamenta1 Principles of Civil 
Law, union republic civil codes, and their respective 
charters; see Bu t1er, supra note l at 338-339. 

19. Butler uses the terms Organizations or Associations; 
see Butler, supra note 1 at 336. Dore, Loeber and 
Quigley main1y prefer the term Combines; see Dore, supra 
note 1 at 83, Loeber, supra note 6 at 353, and Quigley, 
supra note 1 at 103-120. And Hertzfe1d uses the term 
Corporations; see Foreign Trade in Feldbrugge, supra 
note 12 at 325. Al! of the terms interprete the Russian 
word "ob"edineniia". 

20. For instance, Soveksportfilm which is assigned the 
import and export of films, operates under the supervi­
sion of the Ministry of Culture; Intourist, which 
organizes the whole tourist activity of the country, 
opcrates under the guidance of the State Committee for 
Tourismi Vneshtekhnika, which deals with technology 
exchange and coordination, is subordinated to the State 
Committee for Science and TechnologYi and Ingosstrakh 
operates under the insurance division of the Ministry of 
Finance. See Foreign Trade in Feldbrugge, ibid.; see 
also Quigley, supra note 1 at 109-120. 
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Let us now examine the evolution of the foreign trade 

sector in Czechoslovakia and Poland, the two other countries 

under examination. 

After the end of the Second Horld ~Jar the new communist 

governments of Eastern Europe followed generally Lhe Soviet 

model in theie effort to transform the countries. 

Hhen the Communist Party under the leadership of 

Klement Gottwald came into power in Czechoslovakia in 1948, 

it immediately nationalized the means of production and, 

among them, the sector of foreign trade as weIl. 

Czechoslovakia is a federal state, comprising the Czech 

Socialist Republic and the Slovak Socialist Republic. Conse-

quently, a Federal Ministry of Foreign Trade was created by 

Act 119/1948 on State Organization of Foreign Trade and 

International Forwarding. 21 This act regulated aIl 

foreign trade activities until adoption of Act 42/1980 on 

Economie Relations with Foreign Countries. The latter came 

into force on July l, 1980 and repealed the former with the 

exception of the provisions concerning nationalization. 22 

.L'he Czecholovak Fede raI ri i n istry of Fore ign Trade 

assumes the main responsibility for the foreign trade policy 

21. See B. Klein, "Czechoslovakia" in D. Campbell, ed., 
Legal Aspects of Doing Business in Eastern Europe and 
the Soviet Union (Deventer: Kluwer, 1986) 59 at 59, 
hereinafter Czechoslovakia in Campbell. 

22. Ibid. See as weIl Czechoslovak Act on Economie 
Relations with Foreign Countries (Prague: Czechoslovak 
Chamber of Commerce and Industry, 1982). 



- 10 -

of the country. The Ministry determines the country's 

gencral trade policy according to geographical areas of the 

world. Itb operation is organized through three departments, 

namely the Departrnent of Socialist Countries, the Department 

of Advanced Capitalist Countries and the Department of 

Developing Countries. The territorial pattern of 

Czechoslovak foreign trade is largely witn Comecon countries 

(78%) wi th lesser levels of activi ty wi th Hestern countries 

(16%) and with Third Horld countries (6%).23 Two other 

organs of foreign trade are the Czechoslovak Chamber of 

Commerce and Industry and the Arbitration Court, related to 

the Chamber. 24 

The same route was followed in Poland by the Polish 

Uni ted \Jorkers' Party under the Pres idency of Boleslaw 

Bierut. 25 It is interesting to note that by special 

provision of Article VI of the Law on Introductory Provisions 

of the Polish Civil Code of April 23, 1964, certain provi-

sions of the repealed Commercial Code of June 27, 1934, 

23. See Prof. Ing. A. Bruzek, Dr. Sc., Rector of the 
Prague School of Economies, "The Czechoslovak Economy 
and the New Economie Mechanism", unpublished, in 
author's files. 

24. See Czechoslovakia in Campbell supra note 21 at 80. 

25. This is the official title of the ruling party in 
Poland. Its creation was the outcome of a merger which 
took place in December 1948 between the Polish Horkers' 
Party - Communist Party - and the Socialist Party, both 
parties of the pre-war Republic of Poland. 
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adopted by the pre-war Republic of Poland, remain in force 

with respect to international trade transactions. 26 

A final point is that in the early times the new 

communist regimes of Czechoslovakia and Poland did not forbid 

the existence of joint stock corporations within the sector 

of foreign trade. Both countries followed the Soviet model 

in force during the 19205, as described above; they estimated 

that it provided an effective channel for industry participa-

tion in foreign trade decisions, as has been noted by John 

Quigley.27 It was only later that foreign trade export-

import combines were set up. However, in Poland a few joint 

stock companies have remained, and in Czechoslovakia they 

were reinstated in the middle of the 19605, since their legal 

structure proved to be effective and flexible. 28 

B. Transition form a State-~o-State Bilateral 
Approach to a General Joint Venture Legal Framework: The 
Effect of Perestroika 

In Eastern Europe the establishment of joint ventures 

was envisaged in the middle of the 19605. The pioneer was 

26. See J. Rajski & A. \lisniewski, "poland" in 
D. Campbell, ed., Legal Aspects of Doing Business in 
Eastern Europe and the Soviet Union (Deventer: Klùwer, 
1986) 205 at 205, hereinafter Poland in Campbell. 

27. See Quigley, supra note 1 at 186 and at 197, notes 54 
and 55. 

28. Ibid. 
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Yugos1avia in 1967 with Romania fo110wing in 1971, Hungary in 

1972, poland in 1976, Bulgaria in 1980, Czechoslovakia in 

1985 and the Soviet Union in 1987. 29 

Joint ventures were fe1t necessary because the mere 

industria1 cooperation agreements were no longer sufficient; 

they could not cover the expanded fields of activity. A more 

comp1ex cooperation framework was felt nec€ssary in order to: 

first, undertake joint production and marketing; and second, 

share risks and profits. In addition to that, on the one 

hand, the Hestern investors wanted to expand their activities 

in an almost virgin market for them, such as that of the CMEA 

rtember-Countries i 30 on the other hand, the host countrj cs 

needed advanced techno10gy, managing ski1ls and know-how. 

For the above reasons a great number of the established joint 

29. On the ear1y joint ventures of the modern era see, 
e.g., C.H. HcHillan & D.P. St. Charles, Joint Ventures 
in Eastern Europe: A Three Country Comparison (Montreal: 
C.D. Howe Research Institute and the Canadian Economic 
Policy Committee, 1974) where the authors study the 
conditions for joint ventures in Romania, Yugos1avia and 
HungarYi P. Buzescu, "Joint Ventures in Eastern Europe" 
(1984) 32 American Journal of Comparative Law 407, 
hereinafter Buzescu; and J.G. Scriven, "Co-operation in 
East-Hest Trade: The Equi ty Joint Venture" (1982) 10 
Internatlona1 Business Lawyer 105. 

30. CrtEA G ta nds for Coune il for rlu tuaI Economic 
Assistance, wide1y kno~n as Comecon. It was founded on 
January 20, 1949 in order to promo~e and coordinate the 
mutua1 exchange of eeonomic experience, techno10gy, and 
raw materiais between its members. Hember states today 
are the Soviet Union, Czeehoslovakia, Poland, Bulgaria, 
Romania, the German Democratic Republic, North Korea, 
Cuba, Vietnam and Mongo1ia. 
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ventures came as a continuation and expansion of existing 

cooperation agreements. 31 

Poland was the first of the three countries under 

examination to enact modern foreign direct investment 

legislation in 1976. This was done through a cautious 

general framework of regulations. The scheme was rather 

blurred and it consisted of: first, Regulation No. 

63/February 6, 1976 of the Couneil of Ministers "Concerning 

Conditions, Procedure and Organs Competent to Grant Foreign 

Legal and Natural Persons Authorizations to Create Offices in 

Poland for Purpose of Carrying on Economie Activity" which 

came as a result of the substantial export business under­

taken by fore ign f irms wi th Pol and; 3 2 second, Deeree No., 

123/May 14, 1976 of the Council of Ministers whieh permitted 

31. This point of view is supported, e.g. with respect to 
Soviet joint ventures, by the high1y reliable weekly 
report Business Eastern Europe. More preciseIy, it is 
mentioned that "the majority of those JVs registered to 
date are very smaii or are based on existing cooperation 
agreements. EKE-Sadolin (FinIand), Liyan (Liebherr/ 
SwitzerIand), Igirima-Tairiky (Japan) and Est-Finn 
(Finland) were aIl set up on the basis of existing 
cooperation agreements": see "Soviet Joint Ventures: The 
Problems Thus Far", Business Eastern Europe (14 r1arch 
1988) 81, hereinafter Problems. On the functioning of 
industrial cooperation agreements see an early 
discussion in J.F. Pedersen, "Joint Ventures in the 
Soviet Union: A Legal and Economic Perspective" (1975) 
16 Harvard International Law Journal 390 at 391. 

32. See Poland in Campbe Il, supra note 26 a t 207; sec 
also J.G. Scriven, "Joint Ventures in Poland: A 
Soeialist Approach to Foreign Investment Legislation" 
(1980) 14 Journal of ~]orld Trade Law 424 at 426, 
hereinafter Scriven; and J. Rajski, ilLegal Aspects of 
Foreign Investment in Poland" in W.E. Butler, ed., 
Yearbook on Socialist Legal Systems (Dobbs Ferry, New 
York: Transnational Publishers Inc., 1986) 159 at 160, 
hereinafter Rajski in Butler. 
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wholly foreign-owned businesses in" Poland but contained no 

provision at aIl on joint ventures; third, Orders Nos. 109 

and 110 of the Minister of Finance/May 26, 1976 "Concerning 

Permits for Foreign Exchange Operations by Mixed Companies", 

which dealt not only with the financial aspect of mixed 

capital joint ventures but included regulation of their 

establishment, operation and dissolution. 33 

The field of activities perrnitted under these three 

legis1ative acts was rather restrictive and narrow. It was 

limited mostly to small handicraft, small scale domestic 

trade, and hotel, catering and other services; in sum, to 

small scale production sectors of the economy. As John G. 

Scriven correctly remarks: 

"Although foreign legal persons were also 
permitted to make such invest~ent, the thrust 
of the legislation was to attract 
individuals. The requirement of a Polish 
resident as proxy for the foreign investor, 
the provisions relating to inheritance of the 
assets invested and the use of the Polish 
Savings Bank (Bank Polska Kasa Opieki S.A.) 
rather than the Polish Foreign Trade Bank 
(Bank Handlowy) demonstrates this intention."34 

rloreover, although the above enactrnents gave the joint 

venture possibility a passing mention, joint ventures 

remained inoperative, since no working regulations were 

implemented to make them active. 35 This was due to 

33. See Scriven, ibid. 

34. See Scriven, ibid. at 426-427. 

35. See B.F.H. Arnoldi, \Jesc.ern Investment in Poland 
(1976-1986) (Ottawa: 1987) (unpublished thesis, on 
deposit at Carleton University Library) at 28, herein­
af ter Arnold i . 
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theoretical controversies over the issue whether foreign 

investment as su ch should be a110wed or not. The view of the 

opponents to such an opening prevai1ed at the time. It is 

obvious that this scheme enabled the Po1ish State to keep out 

of socialized sectors of the economy these new forms of 

activity; and at the same time to eliminate smal1 individual 

owners much more easily - if such a need occurred - than 

eventually a branch of a multinational company.36 

The main goal of the legal enactments was to attract 

Polonian private direct investment. 37 poland was the 

36. It should be added at this point that dom0stic trade 
as weIl had becn recently regulated by the Act of July 
18, 1974 "Concerning Carrying on of Commerce and Sorne 
Other Kinds of Economic Activity by Dnits of Non­
Socialized Economy"; see poland in Caplpbell, supra note 
26 at 207. This notion of "units of non-socialized 
economy" "usually covers private national small industry 
and trade as weIl as foreign nationals and foreign lcgal 
persons"; see ibid. The existence of an important 
private - non-socialized - sector of the economy is a 
significant characteristic of post-war Poland: it is 
explicitly stated that "individual family farms dominate 
agriculture"; see "National Economy: in Poland 1988: A 
Guidebook (\larsaw: Polish Press Agency PAP) 76 a~ 77; 
see also A. Fontaine, "Une question â Gorbatchev et â 
quelques autres", Le Honde (10 July 1987) 1. 

37. The term Polonian is interpreted by the Polish 
authorities as comprising "individuals of Polish origin 
who have maintained more or less their links to the 
Polish nation and culture ..• maintained traditions 
rooted in their polish origin reveals interest in Polish 
culture and shows an understanding for the Pûlish 
national interests"; see Arnoldi, supra note 35 at 28. 
It is estimated that 10-18,000,000 Poles live in 
countries outside Poland. One could mention famous 

(cont 1 d • ) 
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first socia1ist country to make explicit recourse to its 

expatriates living abroad, principa11y in Canada, in the 

United States of America and in countries of the European 

Community, in order to seek their investment capital. 38 

Three years later, in 1979, a second attempt to attract 

foreign investment was introduced in the form of Resolution 

24/February 7, 1979 of the Council of Ministers "On Estab-

lishing Business Enterprises with Foreign Capital Participa-

tion in Poland and their Operation". This regulation of 

foreiQn direct investment primarily concerned definition of 

the legal framework for operating joint ventures. Unfor-

cases, e.g. Zbigniew Brzezinski, National Security 
Advisor of u.s. President Carter, and Michel 
Poniatowski, Minister of InternaI Affairs of France 
during the seven-year Presidency of Valéry Giscard 
d'Estaing (1974-1981). 

38. In 1972 the Pol ish government formed the Polonia 
society, and 1ater the Polish-Polonian Chamber of 
Industry and Commerce, in order to strengthe~ the 
cultural and commercial links of émigrés to lne "old 
country". It was estimated that their emotional 
attitude, arising out of common culture, language and 
religion, would render thern sympathetic and adaptable to 
the peculiarities of Poland. This had been proved 
earlier when they helped Poland after this country in 
]947, together with Czechoslovakia, rejected any form of 
Amer ican economic ass i stance under the rlarshall Plan, as 
advised by Stalin, shortly before the creation of 
Comecon~ see J. Tagliabue, "Poland Rejects Notion of 
Another "Marshall Plan", The New York Times (24 May 
1988) AlI. Furthermore, Polish investors would help 
their country and would be less likely ta exploit 
mernbers of their own nationality or criticize state 
policies~ see Arnoldi, supra note 35 at 29-30 and at 51. 
This appears to be the main reason why in a later stage 
the Law of July 6, 1982 was adoptedi see infra. 
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tuna te ly, though, i t appeared to be much more complica ted, 

detailed and restrictive than th'3 previous one. 39 

The most problemat:ic provisions of the combined 1976 

and 1979 regulations were the limited life of the joint 

venture - up to 15 years in total - and the compl icated 

scheme of profit repatL"iation which constituted a stumbling 

block. Even a Polish foreign trade official adrnitted that 

the old regulations "contained more injuncdons and restric­

tions than they did incentives" .40 

Because of these difficulties, the Law of Ju1y 6, 1982 

"On Principles of Conducting an Economie Activity in Small 

Industry by Foreign Corporate Bodies and Natural Persons in 

the Territory of the Polish Peop1e's Republic,,4l was 

enacted. The Law has a narrow scope. It is concerned in 

particular wi th the increase of production and services for 

the domestic market and for export. It aims at attracting 

capital investment from Po1onians in principle, but also from 

39. See Rajski in Butler, supra n0te 32 at 160. 

40. ~tatement contained in "Poland Eases JV Law, Invites 
Fore ign Inves tment", Bus i ness Eas ter n Europe (18 June 
1982) 197. 

41. See the text of the Law as amended in 1983 and 1985: 
"The Law of Ju1y 6, 1982 on Principles of Conducting an 
Economie Activity in Srnall Industry by Foreign Corporate 
Bodies and Na tural Persons in t-he Te rr i tory of the 
Polish People's Repub1ic", Dziennik Ustaw (Journal of 
Laws), No. 13 (5 April 1985) in (1985) Inter-Polcom 
(Polish Information Magazine), No. 4/39 at 15, inc1uded 
infra as Appendix F, hereinafter 1982 Law. 
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other fore igners. 42 It sets no 1 imi t whatsoever on 

foreign capital participat ion. Consequently, enterprises 

u ndertaken under iLs prov i s ions can be who1ly fore ign­

owned. 43 The Law was amended in 1983 and 1985, and is 

still in force. 

Finally, on April 23, 1986 the Law "On Companies with 

Foreign Capital Participation" was adopted. 44 This Law's 

scope covers every aspect of investment, save that covered by 

the 1982 Law. In other words, it covers large-scale industry 

and services, and is export-oriented. 

Thus, Poland is a country having two para11el legal 

rég imes with respect to internat iona1 joint ventures, depend-

42. The Law creates the Po1ish-Polonian Chamber of 
Industry and Commerce to promote Po1onian investment; 
see Artic le 5, Paragraphs 1 and 2 the 1982 Law, infra 
Appendix F; see also supra note 38; and Buzescu, supra 
note 29 at 422. 

43. See Article 1, Paragra,)h 2 of the 1982 Law, infra 
Appendix F. 

44. See the text of "The Law of April 23, 1986 on Compa­
nies with Foreign Capital Participation in the Polish 
People's Republic", Dzi-ennik Ustaw (Journal of Caws) , 
No. 17, Item 88 (1986) in A. Burzynski, A Foreign 
Investor' s Guide to the Law of 23rd April 1986 (~larsaw: 
Information and Legal Aid Centre, Polish Chamber of 
Foreign Trade, 1986) at 13; reprinted also in United 
Nations Economie Commission for Europe, East-l'lest Joint 
Ventures: Economie, Bus iness, Financia1 and Legal 
Aspects (New York: United Nations Publications, 1988) at 
162, here i nafter ECE; i ncluded infra as Append ix G, 
hereinafter 1986 Law. A general comment on the Law 5s 
to be found in J. Raj sk i, "La nouvelle loi polonaise sur 
les sociétés à partie ipation étrangère" (1987) Revue de 
Droit des Affaires Internationales No. 2/217. 
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ing on the 1evel and field of activity.45 In the follow-

ing chapters we will study and compare specifie aspects of 

both 1aws. 

The general process of decentralization and reduction 

of the size of t:he central administration i5 continuing in 

poland. It was felt that too many ministries existed. It 

has been officially stated that the number of ministers, 

deputy ministers, secretaries and deputy secretaries of state 

was 194 in October 1987. 46 Consequently, a number of 

ministries had to be abolished or restructured so that the 

size of central administration would be reduced and would 

become more flexible. As a result of this reform, which took 

place at the end of 1987, the Hinistry of Foreign Trade was 

abolished and the new Ministry of Foreign Economie 

Cooperation was created under Hladyslaw Gwiazda, effective 

45. It was argued that the 1982 Law is not a true 
international joint venture one, since its target is in 
principle Poloniansi see E.C.E., ibid. at 25-26. Yet, 
th.::: scope of this Law allows a wider acceptance of 
foreigr. investors than the initial Po1onian character of 
the 1976 regulationsi see Arnoldi, supra note 35 at 
50-51. Accordingly, a number of foreign non-polonian 
enterprises were permitted under the 1982 Law. For 
examp1e, Michael F.H. Arnoldi refers to the extreme 
case of an enterprise named 1 lor 1 1 nvol v i ng polonians, a 
Soviet citizen and an Englishmani see Arnoldi, ibid. at 
66. 

46. See G.B., "Pologne: un nombre consid€rable de bureau­
crates devraient être licenci€s", Le Monde (9 October 
1987) 8. 
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as of January l, 1988. The new Ministry was assigned the 

task of promoting joint ventures. 47 

In Czechoslovakia joint ventures have never been 

formally banned in the pasto There are actually a few 

foreign companies which have survived since the pre-war 

years. 48 r1oreover, there is even a relevant provision for 

mixed enterprises in the Czechoslovak International Trade 

Code of 1963. 49 However, foreign partners were not given 

an opportunity to utilize this mechanism and, consequently, 

this form of activity was simply not in use. Bilateral 

industrial cooperation agreements prevailed until August 

1985, when the "Principles Governing the Establishment of 

Joint Companies Consisting of Czechoslovak Corporations and 

Companies from Non-Socialist Countries" were enacted. 50 

47. See \J. Gwiazda, "Les j oint ventures dans l'économie 
polonaise" in La Pologne contemporaine, numéro spécial, 
Les joint ventures en Pologne (Harsaw: Polish Agency 
Interpress, 1988). 

48. See B. Fedorov, "Joint Enterprises with Participa-
tion of \Jestern Companies in Socialist Countries" (1987) 
Foreign Trade (English edition of Vneshniaia Torgovlia), 
No. 2 at 15. 

49. Act 101/1963 on Legal Relations in International 
Commercial Relations; see B. Klein, Joint Ventures in 
Czechoslovakia (prague: Czechoslovak Chamber of Commerce 
and Industry, 1987) at 3 and 19, hereinafter Klein. 
Articles 2 and 625 of the Code provide that native and 
foreign persons can undertake to "unite" their activity 
or assets to attain a certain economic purpose"; see 
Loeber, supra note 6 at 349. 

50. See the text of the "Principles Governing the Estab­
lishment and Activities of Joint Companies Consisting of 
Czechoslovak Corporations and Companies from Non­

(cont'd.) 



- 21 -

It is worth noting that the Principles are a collection of 

provisions of individual rules of law dispersed in different 

Czechoslovak Acts and Decrees. This legal framework is 

insufficient as such and constitutes the weakest form of 

legal regulation. Moreover, the governmental decision 

enacting the Principles is not a generally binding legal 

instrument, and the use of existing rules of law, which were 

not enacted with the special purpose of enabling the creation 

of joint ventures, is unsuitab1e. On the other hand, there 

is an advantage in this 1egal framework, which consists of 

the rather large space 1eft for the parties to negotiate and 

agree upon the basic founding documents, in view of the 

specifie character of the case. 51 

The Soviet Union started rather late to envisage the 

enactment of 1egis1ation exp1icitly permitting joint ventures 

with capitalist countries. As Ross B. Leckow had accurately 

remarked in this context before imp1ementation of the new 

1ega1 régime: 

"The crucial precondition for the introduction 
of joint ventures in the U.S.S.R. remains a 
change in the Soviet leadership's world view, 
one which present1y sees \Jestern invoi vement 

Socialist Countries" in B. Klein, Joint Ventures in 
Czechosiovakia (Prague: Czechos1ovak Chamber of Commerce 
and Industry, 1987) at 13; reprinted aiso in E.C.E., 
supra note 44 at 142; inciuded infra as Appcndix E, 
hereinafter 1985 Prlnciples. 

51. See Klein, supra note 49 at 4-5; see also the text of 
a conference, given in Canada last year by F. Fisera, 
Secretary General, Czechoslovak Chamber of Commerce and 
Industry, "Joint Ventures in Czechoslovakla" , 
unpubllshed, in author's files, hereinafter Fisera. 
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as ~vestern interference, for5~gn participa­
tion as foreign domination." 

Thus, major reforms were undertaken only after Mikhail s. 

Gorbachev became Secretary General of the CPSU and started 

implementing the famous concept of perestroika. 50, the 

joint ventures shoulè be understood as a part of the general 

context of perestroika as a whole. 53 

As a result of the graduaI loosening of adminis-

trative control and of the implemented decentralization of 

the economy, the first measures concerning joint ventures 

were adopted in 1986. They consisted of two Resolutions of 

the CPSU Central Committee and of the Council of Ministers of 

the U.S.S.R "On Measures to Improve the Management of Foreign 

Economie Relations" and "On Measures to Improve the Manage-

ment of Economie, Scientific and Technical Cooperation with 

52. See R.B. Leckow, Ooing Business with the Soviets: 
The Legal Structure of Canndian-Soviet Trade (Toronto 
1986) (unpublished LL.M. t:lesis on deposit at York 
University Library) at 100. 

53. In his largely known book, Mikhail S. Gorbachev 
stresses "the need for a radical reform of the economic 
mechanism and for restructuring the entire system of 
economic management". Furthermore, he insists that "the 
task now in hand is to bring the new machinery of 
economic management in full operation competently and 
without delaY"i see M.S. Gorbachev, Perestroika: New 
Thinking for Our Country and the \Jorld (New York: Harper 
& Row, Publishers, 1987) at 83 and 88. In fact, 
Gorbachev, who had been Andropov's protégé, in reality 
continued and cnhanced what Andropov himself had started 
by commissioning several studies looking at possible 
economic reforme Andropov's attempts were left 
unfinished due to his late age, illness and finally 
c1ea th; see Goldman & Goldman, supra note 8 a t 559. 



1 

- 23 -

Socialist Countries".54 The two Resolutions contained two 

provisions of utmost importance. 

First, they created a new body at the ministerial 

level, the State Foreign Economie Commission of the V.S.S.R. 

Council of Ministers. 55 This new body assumed the 

supervision and coordination of the work of aIl organizations 

involved in the sphere of foreign trade. Arnong them wcre: 

the Ministry of Foreign Trade; the State Committee for 

Foreign Economie Relations; the State Committee for Foreign 

Tourism; the Bank for Fore ign Trade of the U. S. S. R.: and the 

State Customs Administration of the U.S.S.R. Council of 

Ministers. 56 

Second, for the first time in the modern era, they 

contained guidelines for the creation of joint ventures with 

capitalist countries. 

Vladimir M. Kamentsev, Deputy Chairman of the V.S.S.R. 

Council of Ministers, was appointed Chairman of the n~w 

Commission. Ivan D. Ivanov, one of the Deputy Chairmen of 

54. See the complete text of the two Resolutions in 
(1987) Foreign Trade (English edition of Vneshniaia 
Torgovlia) Supplement to No. 5 at 2-5 and 5-9, herein­
after Resolutions. A comment on the Resolutions is to 
be found in K.M. Dunn, "The New Soviet Joint Venture 
Regulations" (1987) 12 North Carolina Journal of Inter­
national Law and Commercial Regulation 172, hereinafter 
Dunn. 

55. Sec "Two Years of Gorbachev: Hhat' s Ahead for 
Trade?", Business Eastern Europe (18 May 1987) 1~3-154. 

56. See Resolutions, supra note 54 at 2. 



- 24 -

the Cornmiss ion, is the Soviet trade off icial identif ied as 

the architect of the new 1egal frarnework. 57 

Another very important decentra1izing change installed 

by the Resolut ions and irnplemented as of January l, 1987 was 

the granting of foreign trade rights to 23 rninistries and 80 

1eading associations and enterprises of the country.58 

A1though the total number of enterprises is sorne 45,000, it 

was a beginning. Thus the omnipotent monopoly of the 

rHnistry of Foreign Trade was great1y circurnvented, in 

accordance with a major aim of the Soviet foreign trade 

reform to put Soviet enterprises in direct touch with Western 

markets. 59 

The 1986 Resolutions and their guide1ines regu1ating 

joint ventures served as a kind of barometer in order to 

57. See F. Barringer, "To Russia, for Partners and 
Profits", The New York Times (10 April 1988) Section 3, 
1 a t 13. Ivan D. Ivanov is not on1y the uncontested 
father of the 1986 Resolutions, but the father of the 
three Decrees of January 13, 1987 as wellJ see a1so "No 
Rush Into Russia", The Economist (7 February 1987) 65. 

58. See V. r1. Kamen tsev, Economie Ties, a Prereguis i te of 
Lastinq Peace (~1oscow: Novost i Press Agency Publishing 
House, 1988) at 6J see also "Soviet Trade Reform: 
Change, with Confusion", Business Eastern Europe (23 
February 1987) 57. 

59. See "Soviet Decentra1ization Makes More ~~rk for 
Firms", Business Eastern Europe (5 October 1987) 315. 
At this point it should to be added that besides the 
organizations having direct foreign trade rights a much 
larger number of them has ~ard-currency retention 
rights, although they still operate through FTOs. This 
constitutes a factor of primordial interest for Western 
businessmen; see "Soviet Trade Reforms: ~lho Holds the 
Ha rd Cu rrency? r., Bus i ness Eastern Europe (6 Apri 1 1987) 
108. 
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assess foreign businessmen's reactions in view of the Decrees 

to com~'. 60 

Three new Decrees were enacted on January 13, 1987, 

retroactive as of January l, 1987. More precisely these 

were: first, Decree No. 6362-XI of the Presidium of the 

U.S.S.R. Supreme Soviet "On Ouestions Concerning the Estab-

lishment in the Territory of the U.S.S.R. and Operation of 

Joint Ventures, International Amalgamations and organizations 

with the Participation of Soviet and Foreign Organizations, 

Firrns and Management Bodies":61 This Decree regulates a 

number of general issues, such as lease of land, taxation and 

settlement of disputes. These issues should be regulated by 

the Presidium of the V.S.S.R. Supreme Soviet due to their 

60. See R.H. Carpenter, Jr. & B.L. Smith, "U.S.-Soviet 
Joint Ventures: A New Opening in the East" (1987) 43 
Business Lawyer 79 at 80, hereinafter Carpenter & 
Smi th. 

61. See the text of the Decree No. 6362-XIjJanuary 13, 
1987 of the Presidium of the USSR Supreme Soviet "On 
Questions Concerning the Establishment in the Tcrritory 
of the USSR and Operation of Joint Ventures, Interna­
tional Amalgamations and Organizations with the 
Participation of Soviet and Foreign Organizations, Firms 
and rtanagernen t Bod ies" (1987) Fore ign Trado (Engl ish 
edition of Vneshniaia Torgovlia), Supplement rJo. 5 at 
10; rer·.inted also ln E.C.E., supra note 44 at 182; 
reprinted also in Un i ted tJations Centre on Trans­
national Corporations, Joint Ventures as a Form of 
International Economie Cooperatio~ (New York: United 
Nations Publications, 1988) at 1~5, hereinafter UNCTC; 
included infra as Appendix A, hereinafter Decree 6362; 
reference to the Decree was made as weIl in "V 
presidiume Verkhovnogo Soveta SSSR", Pravda (27 January 
1987) 1; and in "V Presidiume Verkhovnogo Soveta SSSR" 
(1987) Ekonomicheskaia Gazeta No. 6 at 15. 

1 
'l 

---~ 
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constitutional characteri second, Decree No. 48 of the 

U.S.S.R. Council of Ministers "On the Establishment of the 

Territory of the U.S.S.R. and Operation of Joint Ventures, 

International Amalgamations and Organizations of the U.S.S.R. 

and other CHEA rtember-Countries"; 62 and thi rd, Decree No. 

49 of the U.S.S.R. Council of Hinisters "On the Establishment 

in the Territory of the U.S.S.R~ and Operation of Joint 

Ventures with the participation of Soviet Organizations and 

Firms from Capitalist and Develo~ing Countries".63 Thus, 

62. See the text of the Decree No. 48/January 13, 1987 of 
the USSR Council of Ministers "On the Establishment in 
the Territory of the USSR and Operation of Joint 
Ventures, I~ternational Amalgamations and Organizations 
of the US SR and other CMEA Member-Countries" (1987) 
Foreign Trade (English edition of Vneshniaia Torgovlia), 
Supplement to No. 5 at 10-15, included infra as Appendix 
B, hereinafter Decree 48. The original Russian text of 
the Decree was publishe1 in Pravda; see "V Sovete 
Ministrov SSSR: 0 poriad~e sozdaniia na territorii SSSR 
i deiatel'nosti sovmestnykh predpriiatii, 
mezhdunarodnykh ob"edinenii i organizatsii SSSR i 
drugikh stran - chlenov SEVIt, pravda (27 January 1987) 
1. It was published as well in Ekonomicheskaia Gazeta; 
see "V Sovete Ministrov SSSR: 0 poriadke sozdaniia na 
territorii SSSR i deiatel'nosti sovmestnykh predpriatii, 
mezhdunarodnykh ob"edinenii i organizatsii SSSR i 
drugikh stran - chlenov SEVIt (1987) Ekonomicheskaia 
Gazeta No. 6 at 15-16. This is not an unofficial 
version of the 1986 Resolutions as maintained by Butler; 
this is the official text of Decree 48 of January 13, 
1987 as it is explicitly mentioned in its beginning; see 
infra notes 67 and 63. 

63. See the text of tbe Decree No. 49/January 13, 1987 of 
the USSR Council of Hinisters "On the Establishment in 
the Territory of the USSR and Operation of Joint 
Ventures with the Participation of Soviet Organizations 
and Firms from Capitalist and Developing Countries" 
(1987) Foreign Trade (English edition of Vneshniaia 
Torgovlia), Supplement No. 5 at 16-19; reprinted also in 
E.C.E., supra note 44 at 183; reprinted also in UNCTC, 

(cont 1 d. ) 

-------------------------------.--------------------------------



- 27 -

the Soviet Union became the first socialist country to opt 

for separate legal régimes with respect to joint ventures, 

depending on the country involved. He will compare the 

different approaches of the two Decrees with respect to 

specifie issues in subsequent chapters of the present thesis 

during our analysis of specifie points of joint venture 

legislation in the three countries under examination. It 

should be mentioned at this point that joint ventures with 

other CMEA Member-Countries were already operating since May 

26, 1983. 64 • That appears to be a reason for differen-

supra note 61 at 146; included infra as Appendix C, 
hereinafter Decree 49. The original Russian text of the 
Decree w .... s publ ised in Pravda; see "V Sovete Hinist rov 
SSSR: 0 poriadke sozdaniia na territorii SSSR i 
deiatel'nosti sovmestnykh predpriiatii s uchastiem 
sovetskikh organizatsii i firm kapitalisticheskikh i 
razvivaiushchikhsia stran" , Pravda (27 January 1987) 2. 
It was published as weIl in Ekonomicheskaia Gazeta; see 
"V Sovete Ministrov SSSR: 0 poriadke sozdaniia na 
territorii SSSR i deiatel'nosti sovmescnykh predpriatii 
s uchastiem sovetskikh organizatsii i firm 
kapitalisticheskikh i razvivaiushchikhsia stran" (1987) 
Ekonomicheskaia Gazeta No. 6 at 17-18. Again this is 
not an unofficial version of the 1986 Resolutions as 
supported by Butler; this is the official text of Decree 
49 of January 13, 1987 as it is explicitly rnentioned in 
its beginning; see infra note 67 and supra note 62. 

64. Paragraph 65 of Decree 48 annuls the pre-existing 
Decree [Jo. 464 of ~1ay 26, 1983 of the USSR Cou ne i.l of 
Ninisters "On the Revision Procedure for ProposaIs 
Regarding the Establishment of Joint Economie Ventures 
of the USSR and othe r CrlEA Hember-Coun tr ies in the 
Terri tory of the USSR", bu t Par agraph 3 of sarne ma i n­
tains in power the Decree of Ilay 26, 1983 of the 
Presidium of the USSR Supreme Soviet "On the Operation 
in the Territory of the USSR of JOlnt Economie Organiza­
tions of the USSR and othe r CBEA flembe r- Coun tr ies" on a 
level para11el to the new Deeree; see Paragraphs 3 and 
65 of Decree 48, infra Appendix B. 
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tiating the 1egal r~gimes in 1987. It shou1d also be 

recalled that a number of specifie measures and procedures 

have been already undertaken by Ct-1EA Hember- Countries, 

aiming at an intra-Comecon integration. The joint ventures 

in question are regulated and financed by special Comecon 

institutions, such as the International Bank for Economie 

Cooperation and the International Investment Bank. 65 

Integration within Comecon itse1f is undertaken under the 

guidelines of the 15-year "Comprehensive Program of the cr1EA 

rlember-Countries' Specifie and Technologica1 Progress up to 

the year 2000" which was adopted in 1985. 66 

65. On cooperation inside Comecon, see, e.g., V. Sychev, 
"CHEA: Rad ica 1 Changes to the Cooperation r1echanism" 
(1988) Foreign Trade (Eng1ish edition of Vneshniaia 
Torgov1ia) No. 2 at 5, hereinafter Sychev; Y. Kozhin & 
V. Kuvshinov, "Foreign Trade Aspects of Direct Ties 
Between Organizations of the CMEA Countries" (1988) 
Foreign Trade (English edition of Vneshniaia Torgovlia), 
No. 6 at 2-4, hereinafter Kozhin & Kuvshinov; V. Durnev, 
Il CHEA Countries' Joint Ventures" (1987) Foreign Trade 
(English edition of Vneshniaia Torgovlia), No. 6 at 
11-15, hereinafter Durnev; "Comecon Bank \Hll Support 
rtajor Investment projects", Business Eastern Europe (30 
Hay 1988) 171, hereinafter International Investment 
Bank. 

66. On the 15-year "Comprehensive program of the CMEA 
Member-Countries' Scientific and Technologica1 Progress 
up to the Year 2000" and its Implementation see Sychev, 
ibid. at 2; Kozhin & Kuvshinov, ibid. at 2; Durnev, 
ibid. at Il; see al so Il Comecon Cooperation: So Hhat Else 
15 New?", Business Eastern Europe (1 December 1986) 377 
at 377-8; and "Soviets Set Up Institutes to Coordinate 
EE Research", Business Eastern Europe (29 September 
1986) 308. 
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The Deerees were given wide pUblicity in the \'lest, 

though unfortunately insufficient. One of the first to 

translate them was William E. Butler. Butler translated only 

two of the three Oeerees, however: Decree 6362 and Decree 

49. 67 In his introductory note 68 he does not refer to 

Oeeree 48 and he omits to deal with it. Furthermore, in his 

translations, he uses a terminology which is eompletely 

different from that of the official Soviet translations. 

For instance, William E. Butler uses the term "joint 

enterprise" instead of that widely used in the West "joint 

venture". He eonsiders the terrn "joint venture" inaccurate. 

That is partly true. The translation of the original Russian 

term "sovmestnoe predpriiatie" is "joint enterprise" in 

English. However, we believe that the terrn "joint venture" 

67. See William E. Butler's translation of Decree 49: 
"Union of Soviet Socialist Republlcs: Deeree on Joint 
Enterprises wi th Hestern and Oeveloping Countries" 
(1987) 26 International Legal Materials 749; and that of 
Deeree 6362: "Union of Soviet Socialist Republics: Edict 
Concerning Taxation of Joint Enterprises in the Soviet 
Union and Dispute Settlement", ibid. at 759. Because of 
this, most of the Canadian and American literature on 
Soviet joint ventures has been study ing up to now only 
Deeree 6362 and Decree 49, and nct Oeeree 48; see, e.g., 
Carpenter & Smith, supra note 60i K. Ross, "Foreign 
Investment: New Soviet Joint Venture Law" (1987) 28 
Harvard International Law Journal 473; J.A. Cohen, liA 
China- Watcher's Impressions of the Soviet Joint 
Enterprise Legislation" in W.E. Butler, P.B. Maggs & 
J.B. Quigley, Jr., eds., Law After Revolution (New York: 
Oceana Publications, 1988) 163 at 167, hereinafter 
Cohen: and E.P. Mendes, "The Soviet Union: Open for 
BusIness?" 1 Review of International Business Law 357. 
The last two authors even use the terrn "joint enter­
prise" preferred by Butler i see infra the d iscuss ion on 
terminology. 

68. Ibid. at 749. 
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was accurately used in the official Soviet translation for 

the following two reasons: first, "venture" cornes as a 

translation of the term "riskovannoe predpri iatie". \le are 

of the opinion that in this case the adjective "riskovannoe" 

- "risky" is implied; for what are the joint ventures if not 

enterprises where the notions of sharing both risk and 

capital are predominant for aIl parties involved? 

Second, the English term "joint venture" is even widely 

used in Russian in unchanged form: "dzhoint venchur".69 

In support of our view it is noteworthy that the United 

Nations Economie Commission for Europe in its recent book 

East-Hest Joint Ventures: Economie, Business, Financial and 

Legal Aspects published in April 1988 uses the official 

Soviet translation and not those published in International 

Legal Materials. 70 

Because of aIl the above reasons we will make use of 

the official Soviet translations when referring to specifie 

points of the Decrees in the subsequent chapters of the 

thesis. 

After the initial operating period of the first joint 

ventures 1 a number of problerns occurred in practice. He will 

69. See, e.g., Voznesenskaia 1985, supra note 8 at 61, 63 
and 65. 

70. See E.C.E., supra note 44 at 182, 183 and 188. It 
should be mentioned that, although the E.C.E.'s study 
examines Decree 48 and compares it with Deeree 49, - see 
E.C.E., ibld. at 15 - it does not include the texte We 
will inelude it infra as Appendix B. 
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deal with them in the following chapters. The Soviets 

reacted flexibly and in favor of adequate modifications. 71 

Consequent1y, on September 17, 1987 a first step was made: 

the new Decree 1074 was adopted by the CPSU Central Committee 

and the U.S.S.R. Council of Ministers "On Additiona1 

~1easures to Improve the Country' s External Economie Act i vi ty 

in the New Conditions of Economie Management".72 

During a recent stage another important change took 

place, aiming at reducing bureaucracy: The Ministry of 

71. Ivan D. Ivanov, Deputy Chairman of the State Foreign 
Economic Commission and architect of the new legislation 
- see supra note 57 - when addressing Western business­
men in ear1y September 1987 welcomed their constructive 
criticism and comments. He recognized that problems do 
exist and assured that every suggestion or opinion is 
carefuly examined; see "Soviets Move to Counter Trade 
Reform Disruptions", Business Eastern Europe (14 
September 1987) 291. 

72. See excerpts of the Decree No. 1074jSeplember 17, 
1987 of the CPSU Central Committee and the USSR Counci1 
of Ministers "On Additional Measures to Improve the 
Country's External Economic Activity in the New 
Conditions of Economie Management" in E.C.E., supra note 
44 at 189, inc1uded infra as Appendix D, hereinafter 
Decree 1074. More extended excerpts of the Decree as 
relevant to the estab1ishing and operation of joint 
ventures were published in UNCTC, supra note 61 at 173. 
The original Russian text was published in Ekonomiches­
kaia Gazeta; see "V Tsentral'nom Komitete KPSS i Sovete 
Ministrov SSSR: 0 dopo1nitel'nykh merakh po 
sovershenstvovaniiu vneshneekonomicheskoi deiatel'nosti 
v novykh us1ovia~h khoziaistvovaniia" (1987) 
Ekonomicheskaia Gazeta No. 41 at 18-19. The official 
Eng1ish translation of the entire Decree was published 
in Foreign trade; see "On Additional Measures to Improve 
the Country's Ext~rnal Economie Activity in the New 
Conditions of Economie ~1anagement" (1987) Foreign Trade 
(English edition of Vneshniaia Torgovlia), No. 12 at 
2-6. See aiso the official announcement of the Decree: 

(cont 'd. ) 
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Foreign Trade together with the State Committee for Foreign 

Economie Relations were abo1ished. In their place the new 

AlI-Union Ministry of Foreign Economie Relations was created 

in January 1988. 73 Konstantin F. Katushev, previously 

head of the State Committee for Foreign Economie Relations, 

was appc; nted as the new Minister. 74 This restructuring 

was felt necessary for, as it was remarked, "the second wave 

of perestroika 1eaves no room for intermediate organizations 

and multiple layers of administration. The "two-level" 

system now favored by the top Soviet leadership aims to make 

ministries and their enterprises directly responsible for 

their own results".75 

The general 1egal framework of foreign trade and joint 

ventures has evolved in this manner from the October 

Revolution until today in the three countries under study in 

"V Politbiuro TS.K. KPSS", Pravda (18 September 1987) 
1; and "V Politbiuro TS.K. KPSS", Izvestiia (19 
September 1987) 1. For a detai1ed \~stern comment of 
the Decree, see "Soviets Introduce Broad Changes to JV 
Regulations", Business Easterr Europe (19 October 1987) 
331. 

73. Sec the ofifical announcement "V Presidiume 
Verkhovnogo Soveta SSSR", Izvestiia (17 January 1988) 1. 

74. Ibid. The announcement was pub1ished also in the 
beginning of the February issue of Foreign Trade; see 
"In the Presidium of the USSR Supreme Soviet" (1988) 
Foreign Trade (Eng1ish edition of Vneshniaia Torgovlia), 
No. 2 a t 1. 

75. See "Official: Soviets Drop Foreign Trade Ministry", 
Business Eastern Europe (25 January 1988) 27; see also 
Il Sov iet Trade Reform: t10re Disrupt ions Ahead", Bus iness 
Eastern Europe (18 January 1988) 17, and note 58 supra. 
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the present thesis. \Je may now examine specifie approaches 

of current legislation as regards the creation, operation and 

dissolution of joint ventures. 
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III. CREATION OF THE JOINT VENTURE 

A. Fields of Activity: Undetermined, Limited or Restricted? 

A first question relates to the fields in which joint 

ventures may operate. In the three countries one may discern 

a general approach as regards "barriers to access", which is 

rather pragmatic, liberal, and based on pconomic factors. 76 

Soviet legislation is the most liberal of the three 

countries under study. flore specif ically, Decree 49 does not 

define the activities which can be carried out by East~~st 

joint ventures on Soviet soil. Consequently, proposaIs can 

be submitted in any field. However, the first paragraph of 

Decree 49 mentions as a prerequisite the authorization 

required for establishment, and it is obviously understood 

that the Soviet state thereby can ultimately control the 

proposed fields of operation through the device of 

withholding permission. 77 

Decree 48 contains a slightly different provision. Its 

Paragraph 2 contains a list of the fields of activity in 

which a CrtEA joint venture may be engaged. These include 

76. See E. Piontek, "The Legal Regime of Foreign Direct 
Investment in Socialist Countries" in H.E. Butler, ed., 
Yearbook on Socialist Legal Systems (Dobbs Ferry, New 
York: Transnational Publishers, 1987) 279 at 329, 
hereinafter Piontek. 

77. See Paragraph 1 of Decree 49, infra Appendix C. 
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"production, scientific production, scientific, technological 

and other economic activities in industry, science, agricul­

ture, construction, trade, transportation and other fields of 

the national economy".78 This enumeration of common 

fields can be understood as an incarnation of the intra-

Comecon Integration aimed at by its Member-Countries. 79 

This enumeration appears not to be exclusive. It is rather 

indicative. The latter conclusion derives from the words 

"and other fields of the national economy". This phrasing 

confers discretion upon state authorities and enab1es them to 

accept any proposaI considered beneficial and fruitful for 

aIl of the invo1ved parties. 

The Polish approach is more restrictive than the Soviet 

one. The scope of application of the 1982 Law is evident1y 

narrow, as may be seen from its title. It concerns sole1y 

"srnall industry". 

The Law does not define the term "sma11 industry". It 

instead uses an indirect approach. Under Article 6 "Whenever 

the Law mentions: 1) Polish economic units, it means: a) 

small state industria1 enterprises, b) social organizations 

entitled to conduct an economic activity on the grounds of 

other regulations, c) cooperatives, d) unions of producers 

78. See Paragraph 2 of Decree 48, infra Appendix B. 

79. See also supra Chapter II, Section B and notes 65 and 
66. 
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and domestic enterprises active in small industry, e) persons 

entitled to conduct handicraft or other economic activity on 

the grounds of other regulations, f) private persons under-

taking economic activity jointly with foreign economic 

units".80 Furthermore, under Article 2 of the 1982 Law 

"the economic activity in the sphere of small industry may 

consist in: 1) production of commodities or granting of 

services, 2) trade, 3) export of own products or services or 

import for own use in production or service activity".8I 

In addition to this provision, E. Piontek adds, "the produc-

tion scale of "smaIl industry" may be considered, as may be 

employment. Of nearly 700 foreign enterprises operating in 

Poland under the "System of 1982", the majority have 100 to 

300 employees".8~ 

The regulation of the 1986 Law is different. By virtue 

of Article 41 its application is prohibited with respect to 

those companies which would normally be governed by the 1982 

Law. 83 Therefore, its scope covers a contrario "large 

industry" in general. However, a number of fields of 

80. See Article 6 of the 1982 Law, infra Appendix F. 

81. See Article 2 of the 1982 Law, infra Appendix F. 

82. See Piontek, supra note 76 at 289. See also 
J. Rajsk i, "Le nouveau rég ime j ur idique des peti ts 
investissements étrangers en Pologne" \ 1985) Revue de 
Droit des Affaires Internationales", No. 2/217 at 218, 
herein~fter Rajski 1982. 

83. See Article 41 of the 1986 Law, infra Appendix G. 
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activity are explicitly excluded by this Law and no permit 

will be granted for the activities of: "defence, rail trans-

port, air transport, communications, insurance, publishing -

excluding the printing industry - and fcreign trade 

agency".84 Still, the tlinister of Foreign Economie 

Cooperation85 has the power in particularly justifiable 

cases, after agreement with the Minister concerned, to 

deviate from this prohibition. 86 As we can see, the 

approach here remains open, but is more restrictive than the 

approach of Soviet legislation. 

The most restrictive approach is that undertaken by the 

1985 Czechoslovak principles, which adopt a different rnethod. 

Instead of prohibiting certain fields the y determine the 

specifie fields of permissible activity. As Bohuslav Klein 

points out, "originally the parties were allowed to establish 

common ventures only in the field of industrial production. 

There were many who thought this restriction unwarranted, 

feeling that particularly the sphere of services (transport, 

touristic, etc.) would need the same promotion as industrial 

production. Our government took these views into 

84. See Article 7, Paragraph l of the 1986 Law, infra 
Appendix G. 

85. The 1986 Law uses the term Minister of Foreign Trade, 
but henceforth in this article we will be using the name 
of the new rlinistry as applicable sinee January l, 1988; 
see supra Chapter II, Section B. 

86. See Article 7, Paragraph 2 of the 1986 Law, infra 
Appendix G. 
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consideration and since February l, 1987, allowed the princi­

pIes to be applied also in the sphere of tourism".87 If 

we take into consideration as weIl the phrasing of Chapter l, 

Section 1 of the 1985 Principles - "only in the field of 

indus trial production (of the Czechos1ovak national economy) 

and in the sphere of tourism"88 - we can draw the 

conclusion that the Czechoslovak approach is beyond doubt the 

most restrictive of the three countries as regards the fields 

of activity of joint ventures. 

B. Administrative Procedure for Authorization and 
Establishment 

1. Issuing of Permits, Registration and 
Publications 

After determining the fields of activity of the joint 

ventures, the next issue is the procedure to be followed in 

order to estab1ish the joint venture as a distinct legal 

entity. The first step is the granting of an official 

authorization by the competent authorities of the host 

country and, subsequent1y, there must be registration of the 

formaI existence of the new lega1 entity under a specifie 

administrative procedure. 

Every socialist country requires both application for a 

permit and registration in order to al10w establishment of a 

87. See Klein, supra note 49 at 5. 

88. See Chapter l, Section l of the 1985 Princip1es, 
infra Appendix E. 
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joint venture. This is due to the prevailing conception that 

the joint venture constitutes an exceptional entity within 

the framework of the state planned economy and state owner­

ship of the means of production. Therefore, the State has 

the last word in approving given forms of investment 

participation by a foreign legal or natural persona 

In the Soviet Union, initially, the U.S.S.R. Council of 

Ministers could approve or reject a proposaI at its discre-

tion. Now, by virtue of Decree 1074, this is the task of the 

ministries and departments of the U.S.S.R. and the Councils 

of Ministers of the 15 Union Republics. 89 This change 

came as a result of th~ decentralizing procedures gradually 

implemented in the country. 

Apparently, the local partner no longer has the obliga-

tion to obtain ~he advice of the U.S.S.R. State Planning 

Committee,90 the U.S.S.R. ltinistry of Finance and other 

ministries and government agencies concerned. 91 However, 

89. See Decree 1074, infra Appendix D. 

90. On the Gosplan see also supra note 17. 

91. This opinion is maintained by Ninel N. Voznesenskaia: 
see N.N. Voznesenskaia, "Sovmestnye predpriiatiia s 
uchastiem firm kapita1isticheskikh i razvivaiushchikhsia 
stran na territorii SSSR" (Joint Ventures with the 
Participatlon of Firms from Capita1ist and Developing 
Countries in the Territory of the USSR) (1988) Sovetskoe 
gosudarstvo i pravo (Sovlet State and Law), No. 1 at 12, 
hereinafter Voznesenskaia 1988. The obligation to 
obtain a preliminary advice was a mandatory requirement 

(cont'd.) 
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it has been stated that "obviously granting of this right 

does not relieve them of the need to coordinate their actions 

with other governmental agencies and (or) apply to the 

U.S.S.R. Council of Ministers whenever this or that 

particular question is within the Iatter's competence".92 

The procedure to be followed is practically the same 

under Decrees 48 and 49 with respect to joint ventures. More 

specifically, under Paragraph 4 of Decree 48 and Paragraph 2 

of Decree 49, the Soviet party submits the application accom-

panied by a feasibility study, an establishment proposaI and 

draft foundation documents. 93 

As soon as the foundation documents are signed, the 

joint venture is to be registered with the ~linistry of 

Finance. It is expressly stipulated that the joint venture 

acquires the rights of a legal entity only at the time of 

registration. 94 This provision has created a number of 

interpretation issues with respect to the legal status of the 

under the initial form of Decrees 48 and 49~ see 
Paragraph 4 of Decree 48, infra Appendix B, and 
Paragraph 2 of Decree 49, infra Appendix C. 

92. This interpretation i5 supported by P. Smirnov in 
Vneshniaia TorgovliaJ see P. Smirnov, "Joint Ventures on 
Soviet Territory: First Agreements and the Development 
of Legal Regulation" (1988) Foreign Trade (English 
edition of Vneshniaia Torgovlia), No. 1 at 46, herein­
after Smirnov II. 

93. See Paragraph 4 of Decree 48, infra Appendix B, and 
Paragraph 2 of Decree 49, infra Appendix C. 

94. See Paragraph 9 of Decree 48, infra Appendix B, and 
Paragraph 9 of Decree 49, infra Appendix C. 
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joint venture at the time of signature of the final agreement 

and during the period between signature of the final agree-

ment and registration with the Ministry of Finance. It is 

true that Instruction No. 34 of February 12, 1987 of the 

U.S.S.R. Ministry of Finance "On the Procedure for Register-

ing Joint Ventures, International Amalgamations and Organiza-

tions Set Up on Soviet Territory with the Participation of 

Soviet and Foreign Organizations, Firms and Management 

Bodies", and the later issued Regulation of the U.S.S.R. 

r1inistry of Finance No 224 of November 24, 1987 "Concerning 

the Procedure of Registering Joint Ventures, International 

Amalgamations and Organizations Established in the Territory 

of the U.S.S.R. with the Participation of Soviet and Foreign 

Organizations, Firms, and Authorities", in Chapter l, Para-

graph 3 prohibit the joint venture from opening a bank 

account and/or undertaking any negotiations or entering inè~ 

any transactions or conciuding any contracts with Soviet 

organizations before its registration. 95 The Instruction 

and the Regulation confirm that the joint venture is not a 

95. Reference to Instruct~on No. 34 is made in Smirnov 
II, supra note 92 at 45; see aiso Regulatior. of the USSR 
Ministry of Finance No. 224 of November 24, 1987 
"Concerning the Procedure of Registering Joinl Ventures, 
International AmalgamatIons and Organizations Estab­
lished in the Territory of the USSR wIth the Participa­
tion of Soviet and Foreign Organlzations, Firms and 
Authorities" in UNCTC, supra note 61 ~t 201; 
Vozllesenskaia 1988, supra note 91 at 125; and "Soviet 
Joint Ventures: Answers Coming Slowly", Business Eastern 
Europe (12 October 1987) 321, hereinafter Answers. 
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legal entity before registration. But then, as Ninel N. 

Voznesenskaia points out, the wording of Paragraph 9 of both 

Decrees 48 and 49 appears confused. How can there be 

discussion about "the foundation documents (of the joint 

venture) com[ing] into force" and about "joint ventures 

established in the territory of the U.S.S.R." after signing 

on the one hand: and about the joint venture "acquir[ing] the 

rights of a legal entity at the time of registration" on the 

other?96 It is obvious that future amendrnents should 

reform the obscure and somehow contradictory phrasing of the 

Paragraphs. 

After registr~tion Paragraph 9 of Decrees 48 and 49 

require publication of a relevant notification in the press. 

It has been reported that this requirernent crea tes confusion 

since the law does not define where notifications are to be 

published. Consequently, although the first registration was 

carried in Izvestiia, others got lost in srnall local or 

reg ional papers. 97 \'le bel ieve tha t th is point should be 

dealt with specifical1y in future amendrnents. 

The 1985 Czechos1ovak Principles do not determine 

directly which state body is responsible for granting a 

permit. They contain an indirect provision, though. They 

96. See Voznesenskaia 1988, ibid. 

97. Sec Answers, supra note 95 at 321-322. 
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provide that "Czechoslovak participants may not enter into a 

joint venture, unless a state permission by their central 

government body is granted." Besides, "such authority must 

secure in advance an approval by the State Planning 

Commission, Federal tHnistry of Finance, Federal r-tiniGtry of 

Foreign Trade and Czechoslovak State Bank".98 It is 

understood that the above procedure would more or less apply 

to the foreign party too. One may note the cautious legisla-

tive approach adopted by the 1985 Principles. The mechanism 

established in order to grant an approval requires coordina-

tion and approval by an important number of state bodies. 

These bodies have to approve the constituting documents of 

the common company. The documents are called in this 

country, depending on the legal structure of the common 

company, memoranda or articles of incorporation. 99 

Regarding registration procedure, the 1985 Principles 

provide that "a common organization will not become a legal 

entity until entered into the Register of Commerce (Companies 

98. See Chapter l, Section 5, Sub-~ection 1 of the 1985 
Principles, infra Appendix E. 

99. See Chapter l, Section 4 of the 1985 Principles, 
infra Appendix E. lt should be noted at this point 
that, in contrast to Soviet legislation, the 1985 
Czechoslovak Principles and the 1986 Polish Law provide 
for incorporation of the joint venture: see also the 
discussion on legal structures, infra Chapter III, 
Section C. 
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Register)" .100 Hi th this brief and concise regulation no 

legal interpretation qu~stions seem to arise, as is the case 

under Soviet legislation. Any specifie publication provision 

is missing from the Principles. lt can be presumed that the 

Companies Register is ~ ~ public and further official 

pUblication deemed useless. 

The polish legal framework regarding procedure to 

obtain a permit differs undar the 1982 Law from that 

prevailing under the 1986 Law. One preliminary remark can be 

made, however: Both procedures are detailed and complexe 

First, under the 1982 Law an application for a permit 

to establish a so-called foreign economic unit is to be 

submitted jointly by the partnersjl0l conversely the 

application for a permit LO establish a company with foreign 

capital participation under the 1986 Law is submitted by the 

Polish partner. 102 A possible differentiating reason 

could be the much more personal and 1imited scope of the 1982 

Law in contrast to the 1986 Law, which regulates rather large 

economic units. 

Second, under the 1982 Law the competent authority to 

grant a permit is the State local provincial administrative 

100. See Chapter l, Section 5, Sub-section 2 of the 1985 
Principles, infra Appendix E. 

101. Sec Article Il of the 1982 Law, infra Appendix F. 

102. See Article 5, Paragraph 2 of the 1986 Law, infra 
Appendix G. 

-----------------
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authority at the voivodship (provincial) level;103 

conversely under the 1986 Law the permi t is granted at the 

central level by the Minister of Foreign Economie Cooperat ion 

acting in agreement wi th the Minister of Finance and other 

authorities. It seems that this mechanisrn strengthens the 

uni forrni ty and stabil i ty of State poli cy • 104 

Third, under both laws, it is specified what the 

appl ication for a permi t should con tain. The most important 

requirements are basically the same: purpose of formation~ 

k i nd and scope of economic act i vi ty ~ expected ernployment 

scale; value and proportion of capi ta1 invested ~ proposed 

location of the seat of the enterprise in Poland. 105 

Other provisions stipulate };' ssible legal structures of the 

new economic unit, since under the 1982 Law the foreign firm 

can be wholly foreign-owned by a foreign natural or juridical 

person, or it can form 0. company with the participation of 

Polish econornic units. 106 Conversely, under the 1986 Law 

the new company must be created through a rnerger between 

Polish state enterprises and other socialized units on the 

103. See Article 8, Paragraph 2 of the 1982 Law, infra 
Appendix F. 

104. See Article 5, Paragraph 2 of the 1986 Law, infra 
Appendix G. See also Piontek, supra note 76 at 328. 

105. See Article 10 of the 1982 Law, infra Appendix F, 
and Article 9 of the 1986 Law, infra Appendix G. 

106. See Article 1 of the 1982 Law, infra Appendix F. 
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one hand, and foreign enterprises or natura1 persons on the 

other. 107 Another different aspect is the requirement 

under the 1982 Law that the foreign investor pays a founding 

deposit. This deposit is a prerequisite for granting of a 

permit and is released as soon as the new unit is fu11y 

operational. l08 It seems that this requirement was 

imposed by the 1982 Law in order to safeguard Polish State 

interests, since a number of foreign investors were 

interested in casual investment in Poland. Their main 

purpose was to engage in un1awfu1 speculation and misrepre-

sentation in order to obtain the highest possible profit in a 

short period of time, and then disappear. 109 This 

requirement was felt unnecessary under the 1986 Law. Still, 

the requ ired feas ibi l i ty s tudy together wi th a certif ied 

document showing legal status and financial standing fulfi11 

the same goal. IIO 

Under the 1982 Law, as soon as the permit is granted, 

the enterprise is obliged to register in the Register of 

107. See Article 3 of the 1986 Law, infra Appendix G. On 
the issue of legal structures see more infra Chapter 
III, Section C together with bibliographical 
re ferences. 

108. See Article 16 of the 1982 Law, infra Appendix F. 

109. SE~e Arnoldi, supra notes 28 at 33, 46 and 59. 

110. See Article 9, Paragraph 2, Item 2 of the 1986 Law, 
infra Appendix G. The certification of documents 
showing legal status and financial standing is carried 
out in practice by the territorially appropriate Office 
of the Commercial Counsellor of the Polish People 1 s 
Republlci see Piontek, supra note 76 at 311. Tne 

( con t 1 d • ) 
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Foreign Enterprises. Entry in the Register is made by courts 

of law in accordance with regulations deterrnined by the 

Minister of Justice. lll Under the 1986 Law the company is 

subject to registration in a court of register according to 

the rules of the Commercial Code on the Commercial Register. 

The permi t is to be attached to the app1 ica tion for 

registration. ll2 In addition, within two weeks, the 

management board of the company is obliged to notify the 

Minister of Foreign Economic Cooperation, indicating the 

court in which the company has been registered. ll3 

Hhen comparing the registration systems in the 

U.S.S.R., Czechos1ovakia and Poland, it may be noted that the 

procedure required by the two latter countries involves 

courts of law and is similar to registration in CiVIl law 

jurisdictions, such as ~Jest Germany and France. \Je should 

always bear in mind that in Poland this is the applicable 

procedure still provided for by the Commercial Code of 1934. 

Conversely, in the Soviet Union the pr.-ocedure is pure1y 

administrative. In the three countries the permit and 

Ill. 

112. 

113. 

required feaslbi1ity study is usually conducted by the 
local consulting organization Invest-exporti see "Hill 
our polish JV \Jork? Official Report Tells AlI", 
Business Eastern Europe (4 January 1988) 3. 

See Article 20, Paragraphs 3 and l of the 1982 Law, 
infra Appendix F. 

See Article 12 of the 1986 Law, infra Appendix G. ----
See Article 13 of the 1986 Law, infra Appendix G. 
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registration procedure fully satisfy the requirements of 

state supervision. 

A final point worth mentioning in this context is that 

only one Eastern European country sets a definite time limit 

for the final approval of the joint venture application. 

This country is Poland. Under both the 1982 and the 1986 

Laws the appropriate decision must be lssued within three 

months from the day the application was submitted. 114 The 

1982 Law mentions that this time period applies to complete 

applications. Such a provision shou1d be understood as 

implied by the 1986 Law also. 115 \Je believe that in the 

other countries the decision is to be made within a reason-

able time, otherwise any unjustified delay would constitute a 

ncgative factor in welcoming foreign investment. 

2. Appeal Against RefusaI of the Bost Countries to 
Grant a Permit 

\Jhen a potential foreign investor expresses interest in 

forming a joint venture in a certain country his motivation 

is to be understood as either to continue under a new form 

and expand an already existing industrial cooperation agree­

ment l16 or as a favorable reaction to expressed 

114. Sec Article 13 of the 1982 Law, infra Appendix F and 
Article 9, Paragraph 4 of the 1986 Law, infra Appendix 
G. 

115. Ibid. 

116. See supra Chapter II, Section Bi see also supra note 
31 and the references therein contained. 
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manifestations of interest to form a joint venture by statc 

enterprises or ')ther potential partners of this country. It 

is difficult to think of a Western company, which intends to 

create a joint venture, starting with no positive indications 

from the host country. By this train of thought, everything 

depends on the success of the undertaken negotiations. If 

the agreed terms satisfy both parties, submission of an 

appl i ca t ion shou Id be expected. If the ncgot ia t ions do not 

end up satisfying the aims envisaged by the parties, no 

application will be submitted whatsoever. Therefore, the 

need to file an appeal against a negative decision of the 

host country's authorities seems very improbable to occur. 

In the legislation of the Soviet Union and 

Czechoslovakia this issue is not mentioned at aIl. Both 

Soviet Decrees 48 and 49 remain silent on the matter. The 

same applies in the case of the Czechoslovak 1985 Principles. 

On1y the polish laws conta in a relevant provision. 

More precisely, Articl(' 19 of the 1982 Law stipulates 

that decisions concerning permits may constitute the object 

of an appeal before the admi n is tra t i ve cou rt accord i ng to the 

Code of Administrative Procedure. However, no appeal is 

permitted against decisions refuslng to grant a permit for 

reasons of state security or protection of state secrets. 117 

It is questionable as to what extent use of the provision for 

117. See Article 19 of the 1982 Law, infra Appendix F. 
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appeal of the 1982 Law has been made. It has been reperted 

that the Polish State has made use of the provision of this 

Article on state security infringement in erder to discourage 

casual investment or to turn down founding of unacceptable 

enterprlses. 118 This policy rendered the appeal provision 

null in practice. 

On the contrary, Article 6, Paragraph 2 of the 1986 Law 

prohibits any appeal, explicitly stating that "the refusaI te 

grant a permj t may not be contested before an administrative 

court" .119 Thus, the rtinister of Foreign Economic 

Cooperation may make a final decision as te whether or not te 

grant a permit if he considers the ecenomic activity te be 

undertaken not advisable, based either on national econerny 

interests or on state security.120 Predominance of state 

policy is therefore consolidated. 

3. The Need for a Special Foreign Trade Permit 

Every new joint venture faces the question of whether 

or not i t wi Il be i nvol ved in foreign trade acti vi ties • The 

legislation of socialist states usually considered this field 

118. See Arnoldi, supra note 35 at 58. 

119. See Article 6, Paragraph 2 of the 1986 Law, infra 
Appendix G. 

120. See Article 6, Paragraph l of the 1986 Law, infra 
Appendix G. 
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from a narrow perspective in the pasto. He should not forget 

that the state always has a monopoly of foreign trade. 

This is the reason behind the Polish and Czechoslovak 

legal framework which deals with this issue. Under the 1982 

Law in Pol and the mixed enterprise needs to acquire issuance 

of a special permit by the Minister of Foreign Economie 

Cooperation - and not the State local administrative 

authority at the voivodship (provincial) level which is the 

competent agency for granting the general permi t - in (}rder 

to carry out foreign trade operations. This derives from a 

combined interpretation of Article 8, Paragraph 6 and Article 

2, Item 3. 121 The Po1onian enterprises are exceptionally 

involved in foreign trade, since their main focus is domcstic 

trade and consumer goods. Nevertheless a number of them 

began te get involved, especia11y after the new tax breaks 

introduced with the 1985 Decree. 122 

The approach undertaken by the 1986 Law is a1most 

equivalent. There is a major difference however. The rignt 

to conduct foreign trade is not granted by a special permit. 

l t is granted by the or ig inal permi t estab l ish i ng the joint 

121. See Article 8, Paragraph 6 and Article 2, Item 3 of 
the 1982 Law, infra Appendix F. See a1so Rajski 1982, 
supra note 82 at 220. 

122. See Arnoldi, supra not; 35 at 60. 
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company, provided that such a request was Eiled with the 

initial application. 123 

In CZE"choslovak legislation there is special provision 

on separate foreign trade licences. 124 

As Bohuslav Klt:dn rcmarks~ 

"The forcign would-be investors believe 
generally, thilt upon being granted the 
authorizat ion to establish a common company, 
thera arc auto~atically granted the leave to 
engage in f on: 1'1 n trade. Th is is a mis take. 
The newly crci'ltcd joi nt venture company wi~5 
h a v e t 0 a pp 1 't' 1 r) r mal 1 Y for suc h ale a v e • " 

The 1985 Pr1ncl~lcs rlifferentiate the approach depend-

ing on the currl~nC'I. If t~e joint venture i5 granted a 

foreign trade permit lt can efEect exports and imports 

automatically, ln fr0aly convertible currencies independently 

of the country; that is to say, even if a transaction takes 

place with anothcr Comecon country but is carried out in a 

convertible currcncy, the company is authori2ed to undertake 

this transaction autonomously. Converscly, for foreign trade 

activitics led in non-convertible currencies, the use of a 

Czechoslovak FTO as a middleman is mandatory. The deal wi Il 

123. Sec Article 9, paragragh l, Item 8 in combination 
with Article 20, Paragraph l, Item 3 of the 1986 Law, 
infra Appendix G. 

124. See Chaptar II, Section 7 of the 1985 Principles, 
infra Appendix G. 

125. See Klein, supra note 49 at 9. 
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be carried out at priees agreed between the joint venture and 

the FTO involved. 126 

The most modern approach on foreign trade operations is 

that provided by the Soviet joint venture 1egai framework. 

Decree 49 stipulates in Paragraph 24 that "a joint venture is 

entit1ed to transact independently in export and import 

operations necessary for its business activities, inciuding 

export and import operations in the markets of C.M.E.A. 

member-countries" .127 

It is understocd that no other permit is required. 

From its creation the joint venture can automatica11y be 

invol ved in fore ign trade act i vi t ies wi thout res trict ion. It 

may aiso use the services of an FTO under contractuai 

arrangements. 128 

The situation is quite different under Decree 48. Due 

to lack of currency convertibi1ity within Comecon the joint 

venture is required to settle accounts in transferable 

rubles 129 or ln foreign currencies through the U.S.S.R. 

126. Ibid. at 9-10. 

127. See Paragraph 24 of Decree 49, infra Appendix C. 

128. Ibid. 

129. The transfe rdble rub1e is a monetary accoun t ing un i tin 
use for commercial transactions between the Soviet 
Union and other CMEA Member-Countries; see, c.g., M. 
Marrese, "CMEA: Effective but Cumbersome Politica1 
Economy" (1986) 40 International Organlzation 287; 
"Transferable Ruble" - A Fiction, Soviets Admit", 
Business Eastern Europe (15 June 1987) 188. 
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Bank for Foreign Economic Affairs l30 and the International 

Bank for Economie Cooperation. 13l It is obvious that no 

special foreign trade authorization is required in this case. 

c. Legal structures 

The definition of the legal structures by which a joint 

venture can constitute itself is an important issue for every 

country. The legislative approaches undertaken by the three 

countries under study are different. 

The modern Polish legis1ator used a convenient tested 

way to regulate the structure of joint ventures: the pre-war 

Polish legislation which belonged to the broad family of 

civil law. The 1934 Commercial Code recognized three forms 

of cornpanies: the lirnited iiability company, which is similar 

to the \Jes t German Gese llschaft mi t beschraenk ter Haftung or 

the French Société à responsabilité limitée; the joint stock 

company which is simi1ar to the German Aktiengese1lschaft or 

the French Société anonyme; and the general partnership. 

130. The USSR Bank for Foreign Economie Affairs 
(Vneshekonombank) is the new bank which rep1aced the 
former Bank for Foreign Trade. On restructuring of the 
Sovlet banking system see infra note 192 and relevant 
bibliographical references. 

131. Sec Paragraph 21 of Decree 48, in La Appendix B. 
The International Bank for EconO'i".i.cCooperation and the 
International Investment Bank are Comecon banks; see 
supra Chapter II, Section B, and note 65 with biblio­
graphical references. 
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The provisions of the 1934 Commercial Code with regard 

to international commercial transactions had been maintained 

in force by the 1964 Polish Civil Code. 132 So, when the 

1982 Law was enacted i t was very easy to rofer to the 1934 

Code and provide for use of any legal structure available, at 

the parties' se lection. 133 The foreign i nves tor may, of 

course, undertake act i vi ties as a natural person as welle ln 

this case it is obvious that no company structure whatsoever 

is necessary.134 

The 1986 Law provides slightly differently. First, 

only companies are allowed to undertakes activities under 

this law; incorporation is therefore indispensable. This 

provision stems even from the title of the law; it regulates 

"companies with foreign capital participation". 

Second, Article 2 of the Law provides that the joint 

venture may take only the form of a limited liability or 

joint stock company.135 Therefore, the general partner-

ship, the third type of company prov ided by the 1934 

Commercial Code, is excluded. 

132. For more on this Polish legal mechanism see supra 
Chapter Il, Section A and note 26. 

133. See Articla 21 of the 1982 Law, infra Appendix Fj 
see also Piontek, supra note 76 at 297. 

134. Besides Article 21, see also Article 1 of the 1982 
Law, infra Appendix F. 

135. See Article 2 of the 1986 Law, infra Appendix G. 
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In Czechoslovakia the 1985 Principles provide for two 

forms of common companies: first, a company lirnited by 

shares, i.e. a form of incorporated company; second, an 

association. 136 The limited company is regulated by the 

Limi ted Compan ies Act of 1949 wh i le the assoc iation is 

governed by the respective provis ions of the International 

Trade Code of 1963, narnely articles 625 fL 137 At last 

the already existing legal framework for the establ ishment of 

a joint venture provided by the Czechoslovak International 

Trade Code of 1963, which has been mentioned previously,138 

is being activated in practice by the 1985 Principles. 

The Soviet case is entirely different in this contexte 

There is no provision for joint ventures to acquire concrete 

legal forms of a kind similar to those in force in l'lestern or 

other socialist countries. The only specifie structural 

provision is to be found in Paragrapil 8 of Decree 48 and 

Paragraph 7 of Decree 49 regulating the contents of the joint 

venture statute. 139 

It can be argued that the long period of lack of joint 

venture legislation resulted in no experience in the field 

136. See Chapter l, Section 3 of the 1985 Principles, 
infra Appendix E. 

13 7 • Se e KI e in, su pra no te 4 9 a t 6 • 

138. See supra Chapter II, Section B and note 49. 

139. See Paragraph 8 of Decree 48, infra Appendix B, and 
Paragraph 7 of Decree 49, infra Appendix C. 
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since industrial cooperation agreements were predominant. 

Moreover, it seems that the Decrees are purposely vague in 

order to enable the prospective partners to arrange their 

mutual relations at will. Thus, detailed experience would be 

gained in practice. 

One thing is certain, however. The legal status of 

Soviet joint ventures as it stands today has been widely 

criticized. For instance it has been pointed out that a 

joint venture resernbles a joint stock company without shares 

for its equity capital, only participation certificates. 

Consequently there are no shareholders and thus no annual 

general meeting. 140 

In this respect the New Yo~k Times reported recently: 

" ••• Soviet lawyers and bankers stressed how 
far they had come in 18 months in establish­
ing the groundwork for joint ventures. But 
they acknowledged that there were still no 
laws governing sorne crucial questions, such 
as how the new ventures can be organized as 
independent companies rather than partner­
ships. Even the basic joint-venture law has 
big loopholes. 

"You register with the Ministry of Finance and 
you have a joint venture, but it is a kind of 
fiction", said Ninel N. Vosnesenskaya, a 
leading Soviet expert on joint-venture law. 

140. See "Finns or Japanese? First Soviet JV Signed", 
Business Eastern Europe (29 June 1987) 201 at 202. 
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There is no requirement that the ventures be 
capitalized, she said".141 

To the above should be added another problematic 

feature: the different status created by Decree 48 with 

respect to special types of common ventures possible only 

between C.M.E.A. Mernber-Countries. The special types are, 

accordlng to the Decree, international amalgamations and 

organizations. These ventures are legal entities under 

Soviet law142 but they do not possess common property;143 

they are set up to coordinate cooperation, co-production and 

joint economic activities in individual industries, technical 

deve10pment, forelgn trade or other econornic fields. 144 

Yet even the existence of separate treatment of joint 

ventures by the two Decrees would definitely render difficult 

an eventual tripartite common company between a Soviet 

enterprise, an enterprise from another socialist country and 

a western firm. 145 

AlI reported legal vacuums and obscurities led to 

characterizing the actual legal framework as "uncertain" and 

141. See B.J. Feder, "Soviet Joint Ventures Face 
Obstacles", The New York Times (20 June 1988) D~, 
hereinafter Fùder. 

142. See Paragraph 7 of Decree 48, infra Appendix B. 

143. Sec Paragraph 2 ln combination with Paragraph 51 of 
Decree 48, infra Appendix B. 

144. Ibid.; see also Durnev, supra note 65 at 12. 

145. See Voznesenskaia 1988, supra note 91 at 120. 



1 

1 

- 59 -

"not providing sufficient guarantees".146 

In any case, if the legal rêgirne is not strengthened 

and specified it would probably work as a disincentive in the 

long rune 

146. See Problems, supra note 31 at 81. 
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IV. OWNERSBIP 

A. Partners and Equity Share of the OWnership: 
Actual and Anticipated Tendencies 

As we have seen, a joint venture is still considered in 

every socialist country as an exceptional legal framework 

which follows a parallel track to that of the nationalized 

economy. The state is the owner of the means of production 

and exercises administrative supervision to every economic 

unit which operates within its boundaries. 

Usually the local partners are state enterprises or 

other legal entities of the socialized sector of the economy. 

Their endeavor aims at safeguarding state interests of the 

host country during the course of their participation in the 

joint venture against possible foreign e~ploitation. 

Because of the above, a socialist country's equity 

partlcipation is generally required to be at least 51 per 

cent or more. ~re are exceptions, however. In the last 

few years countries such as Hungary, which had already 

acquired a certain experience with respect to joint ventures, 

started gradually allowing a foreign majority equity share ln 

specifie sectors of the economy such as tourism, finance or 

services. 147 This is still largely not the case in the 

three jurisdictions we deal with, though the Polish provi-

sions are the most flexible of the three. 

147. See E.C.E., supra notE' 44 at 45. 
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Soviet Deeree 49 exp1ieit1y stipu:ates that "the share 

of the Soviet side in the authorized fund of a joint venture 

shall not be less than 51 per eent".148 

The Decree provides no exception whatsoever under any 

circumstance. Conversely, the different legislative treat­

ment reserved for other CNEA Member-Countries is also 

stipulated in the same respect. Deeree 48 does not require a 

51 per cent Soviet majority. It only states that the equity 

shares of the partners in a CMEA joint venture are to be 

defined by the founding doeuments. 149 t1oreover, it 

prov ides tha t "the property of a joint venture is the common 

socialist property of the U.S.S.R. and of the CMEA member­

country coneerned".150 It is evident that the above 

provisions are aimed at greater intra-Comeeon integration. 

This is expressly justified by the Preamble of Deeree 48 

whereby it is stated that the Decree was adopted "for the 

purpose If intensification of the soeialist eeonomie 

integration, consolidation of the seientific, technologieal 

and industrial potentials of the member-eountries of the 

socialist eornmunity".15! 

The approaeh undertaken by the Czeehoslovak Prineiples 

corresponds to the classic model of a 51 per cent host state 

148. See Paragraph 5 of Decree 49, infra Appendix C. 

149. Sec Paragraph 27 of Deeree 48, infra Appendix B. 

150. See Paragraph 25 of Deeree 48, infra Appcndix B. 

151. See preamble of Deeree 48, infra Appendix B. 
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majority share. Chapter l, Section 4, Item a of the Princi­

pIes specifica11y defines that lia foreign partIcipant cannot 

ho1d a sh3re of more than fort y nine (49) per cent in the 

corporate capital". 152 Again no exception whatsoever is 

envisaged. 

The most important departure from the ru1e is to be 

found in the Polish 1982 Law. The Law is unique in this . 

respect for a socialist country. It allows for 100 per cent 

foreign equlty capital in the field of small industry.153 

This provision is noteworthy for an additional reason: the 

Law was adopted in the early 1980s, when su ch a departure 

could be characterized as at least provocative for a 

socialist country. Probably this is due to the intention of 

the Polish authorlties to grant permits only to Polonians. 

But it was superseded by the final granting of permits ev en 

to the most odd combination of foreign partner origins. 154 

The Law, n~vertheless, provides for a Polish equity 

share cxceeding 50 per cent in cases substantiated by 

152. See Chapter l, Section 4, Item a of the 1985 
Principlcs, infra Appendix E. 

153. Sec Article l, Paragraphs land 2 of the 1982 Law, 
infra Appcndix F. 

154. See supra note 45. 
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economic or social reasons. 155 Yet, it has been reported 

that this has never occurred in practice. 156 

The 1986 Law follows the general rule as weIl. Article 

8, Paragraph l defines that "the equity participation of 

Po1ish partners in company's capital shall be at least 

51%".157 However, Paragraph 2 of the same Article 

stipu1ates for an important diversion. The r1inister of 

Foreign Economie Cooperation is granted authorization to 

depart from the rule of Paragraph 1 provided that: first, he 

acts in accordance with the rtinister concerned; second, the 

case is economically justifiedi and third, state security 

considerations do not constitutc an obstacle. l58 This 

legal provision is of utmost importance. This exceptional 

device practically unties the hands of the Minister. He can 

show more flexibility in the matter, since there is no legal 

barrier prohibiting hirn from accepting a foreign majority 

equi ty share. In a later stage it would be easy for the 

exception to become a rule. Accordingly, it was declared by 

Polish sources at the end of 1987 that: 

155. See Article 15 of the 1982 Law, infra Appendix F. 

156. See Piontek, supra note 76 at 237; and Rajski 1982, 
supra note 82 at 222. 

157. Sec Article 8, Paragraph 1 of the 1986 Law, infra 
Appendix G. 

158. See Article 8, Paragraph 2 of the 1986 Law, infra 
Appendix G. 
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"At first the state insisted on securing 51 
per cent of shares in each venture for itself 
but beginning with 1988, however, it will 
accept minority shares".159 

Furthermore, it was additional1y remarked: 

"\Jestern businessmen do not become owners of 
the joint ventures but act as partners in 
thern. Besides, the ventures have to operate 
under the regulations applicable in Poland. 
AlI in aIl, there is no danger of the economy 
being taken over by forelgn capitalists. nl60 

It is eVldent that the host countries can always find 

ways to keep foreign direct invcstment on their soil under 

control. The ma]ority equity share owned by nationals of the 

country does not Itself constitute a specifie guarantee. 

Equity share .i.s just a way to divide investment and to share 

rlsks and profits accordingly. The 51 per cent majority 

share owned by the host country is rather a question of 

theoretical principle than a question of true substance. 

It is unfortunate that no such exceptlonal legal 

provision exists in the Soviet Decree 49 and the Czechoslovak 

1985 Principles, as we have seen. Soviet legislation is 

cxpected to change, however. Consequently, the current 

requirement that Soviet partners control at least 51 per cent 

of the equity under Decree 49 may be abandoned. 161 

159. Sec "Foreign Capital in poland" (1988) 21 
Contemporary Poland, No 1 at 12. 

160. Ibid. at 13. 

161. See Feder, supra note 141. 
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B. The Problem of Capital Contribution Valuation 

Economies of the socialist countries do not have market 

pricing: a pricing which would not only be arbitrarily 

implemented by the state in order to fulfill state policy 

goals, but would also reflect real market values in 

accordance with world market prices. It is therefore 

extremely problematic to valuate their contributions into the 

joint venture's capital. In contrast \Jestern contributions 

into the new joint venture can be valuated in world market 

prices~ for their prices are governed by manufacturing costs 

or potential profitability.162 

Contribution can take the form of tangible or intangi-

ble assets: equipment~ machinery; technology~ trademarks, 

patents and other industrlal property rights~ services~ 

leases and estate property: and, of course, cash. An 

enumeration of possible contributions is undertaken by Soviet 

legislation in Paragraph 27 of Decree 48 and in Paragraph Il 

of Decree 49. The enumeration is almost identical in the two 

Decrees and includes "buildings, structures, equipment and 

other assets, rights to use land, water and other natural 

resources, buildings, structures and equipment, as well as 

162. On the issue of valuation of capital contribution in 
practice see "Handling Difficulties in Cvaluating JV 
Inputs", Business Eastern Europe (17 August 1987) 257; 
see also "JVs Wi th the Sov iets: tlore Prob1ems Appear", 
Business Eastern Europe (16 llay 1988) 153 at 154, 
hereinafter More Problems. 

1 
1 
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other proprietary rights (including those to work inventions 

and use know-how), money assets".163 The only difference 

lies in the monetary forrn of assets. Under both Decrees 

monetary contributions can be in the currencies of the 

partners' countries and in freely convertible currency. 

Under Decree 48 they can also be in transferable 

rubles. 164 

The Czechoslovak Principles name only the kind of 

foreign investmenti they do not deal with Czechoslovak 

Inputs. According to Chapter l, Section 4, Item c of the 

1985 Principles: "the foreign investment may consist of 

machinery and equipment, things material determined in kind, 

documentation, technological process, inventions, know-how, 

technlcal personnel (staff) or financial means".165 

Foreign contributions are characterized as "practically 

everything having a property value".166 It has been noted 

that the participants are expected to agree on the value of 

the s~~~e brought in. 167 Consequently, regulation by the 

163. See Paragraph 27 of Decree 48, infra Appendix B, and 
Paragraph Il of Decree 49, infra Appendix C. 

164. Ibid. On the transferable ruble see also supra note 
129 and bibliographical reference therein contained. 

165. See Chapter l, Section 4, Item c of the the 1985 
Principles, infra Appendix E. 

166. Sec Klein, supra note 49 at 6. 

167. Ibid. 
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Principles is vague, since no pattern, such as world market 

prices is provided whatsoever. AIl depends on the parties 

involved. 

The Polish 1982 Law enumerates possible capital inputs. 

Foreign contribution may consist of fixed capital assets, 

materials and industrial property rights. 168 The same 

regulation applies to Polish partners, provided of course, 

that the enterprise will be mixed. 169 

The Law requires that the minimum foreign investment 

contribution be not lower than the minimum founding 

deposit.1 70 It is interesting ta note that the 1982 Law 

establishes a minimum contribution but not the manner of 

valuation of non-pecuniary contribution. Valuation of 

intangible assets is regulated by Order of the Hinister of 

Finance of November 16, 1982 "Concerning the Detailed Princi-

pIes for Establishing the Value of Investment Contributions 

of Foreign Economic Entities in Smal1 Industry and the 

Surplus of Export Income Over Import Expenditures".171 

168. See Article 12, Paragraphs 1 and 2 of the 1982 Law, 
infra Appendix F. 

169. See Article 7, Paragraph 1 of the 1982 Law, infra 
Appendix F. 

170. See Article 12, Paragraph 3 of the 1982 Law, infra 
Appendix F. On the requirement to paya founding 
deposit, see supra Chapter III, Section B, Sub-section 
1 and notes 108 and 109. 

171. Reference to the Order is made in Rajski in Butler, 
supra note 32 at 165. 
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The 1986 Law defines contributions in a very simple 

way: cash or kind. 172 polish partners contribute only 

kind. 173 The possibility of leasing state real property 

to the joint venture is as weIl envisaged. 174 Further-

more, the 1986 Law contains the provision that "the value and 

nature of contributions in kind are specified in contract or 

other founding documents of the company".175 It is 

thereby implied that this is a matter to be agreed upon by 

the prospective partners. But the state reserves itself the 

right to verify the value of inputs by independent experts 

before it grants the necessary permit. 176 

As we have remarked, aIl three enactments seem to turn 

around the same issue: How can mutua1 agreement be achieved 

acceptable to both sides on a certain value and price for a 

contribution tr the joint venture's capital? The strategy 

used by the host country appears to be to overprice its 

172. See Article 15, Paragraph l of the 1986 Law, infra 
Appendix G. 

173. See Article 15, Paragraph 3 of the 1986 Law, infra 
Appendix G. 

174. On the issue of leasing of immoveable property see 
following section (Chapter IV, Section C). 

175. Sec Article 15, Paragraph 4 of the 1986 Law, infra 
Appendix G. 

176. Ibid. 
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inputs, especially land and buildings. The foreigla side 

seems to use the same tactic correspondingly, so that the 

level would be adequate and equal in practice. 177 

c. Leasing of Immoveable Property in the Territory 
of the Bost Countries 

Real estate is a specific case of contribution in kind 

to the joint venture's capital. Since discussion is about 

establishment on the host country's soil, this kind of 

contribution concerns the Eastern European partner. 

Furthermore, in every socialist state land may not be 

available for private ownership, let alone for foreign 

private ownership.178 Every arrangement involves astate 

concession. Therefore the foreign investor can only use and 

not acquire any kind of real astate. That is why real estate 

input usually constitutes the most common kind of contribu-

tion by the Eastern European party. 

But in this case the issue of valuation reemergesi for 

local investors tend to overvaluate immoveable property on 

the negotiating table. 179 In most cases this lS not 

177. On the overvaluation as both a solution and a 
dangerous device see supra note 162. 

178. See R.ll. Buxbaum, "Legal Issues Concerning the 
Financial Aspects of Joint Ventures wlth Non- market 
Economy Firms (1987) 2 ICSID-Foreign Investment Law 
Journal 66 at 69, hereirlafter Buxbaum. 

179. See Hore Problems, supra note 162 at 154; see also 
Buzescu, supra note 29 at 424. 
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accepted by the Hestern side. Consequently, it was suggested 

that, instead of capitalizing the property, the solution 

seems to be to let the local partner arrange for the land, 

but offering it to the joint venture on a rentaI basis. 180 

Presumably, an arrangement can be reached easier in the 

framework of a lease. 

It has becn recently reported that Soviet lawyers have 

completed rules for establishing a value for the land used by 

the jOlnt venture. 18l \Jhether this new device will be 

accepted by prospective investors, and the means of its 

practical implementation, remain to be seen. 

The problem of land contribution is treated by the 

Soviet legislation. Jerome A. Cohen stresses the constitu­

tional problems which might occur in this respect. 182 \Je 

do not share this view. One of the reasons underlying 

adoption of Decree 6362 at the high level of the Presidium of 

the U.S.S.R. Supreme Court instead of the U.S.S.R. Council of 

Hinisters is to settle this issue .183 rlore specifically, 

as the Decree stipulates, "land, entrails of the earth, water 

resources, and forest may be made available for use to joint 

180. See More Problems, ibid. 

181. Sec Feder, supra note 141. 

182. Sec Cohen, supra note 67 at l69-liO. 

183. On constitutional aspects which led to adoption of 
Decree 6362 see the discussion, supra Chapter II, 
Section B. 
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ventures as for payment as weIl as frae of charge".184 In 

a second stage Decrees 48 and 49 include land and estate on 

the list of possible contributions to the authorized fund of 

the joint venture, as we saw in the previous section. 18S 

The Czechoslovak Principles remain silent on this 

issue. They do not deal with contributions by local 

partners. Therefore this is a question to be agreed upon by 

the parties. 186 

The Polish 1982 Law contains no special provision about 

land or other rea1 estate except the general provision on 

contributions. 18 ? Conversely, the 1986 Law specifies that 

"state real property may be leased to the company upon the 

approval of a proper local administrative authority".188 

It is to be noted here that according to the Law of April 29, 

1985 "On Land Management and Expropriation of Realties", mere 

contribution of the right to use state-owned land by the 

Polish partner to a company - therefore also to a joint 

venture - is in~ufficient for the company ta use the real 

184. See Paragraph 4 of Decree 6362, infra !'.ppendix A. 

185. See Chapter IV, Section B, sUEra, and notes 163 and 
164. 

186. See Chapter IV, Section B, sUEra, and notes 165 and 
166. 

187. See Chapter IV, Section B, sUEra, and notes 168 and 
169. 

188. See Chapter IV, Section B, sUEra, and note 173. 
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estate. An appropriate decision of the relevant local organ 

of state administration is essential. 189 In this manner 

state control of this portion of the means of production is 

satisfied through its appropriate agency. Consequently, no 

constitutional issue is raised through application of this 

device. 

D. Granting of Bank Credits 

lt is true that no joint venture can engage itself in 

productive activity without capital contributions. But in 

most of the cases initial inputs are.not sufficient. Now 

cornes the crucial role of bank credits which are to be 

granted to the joint venture at its creation or consequent 

operation. 

AlI three sets of enactment under study provide for 

financing of the joint venture. Under the Soviet system, 

Decrec 48 stipulates that intra-Comecon joint ventures may be 

granted credits by the following banks: 

- First, in rubles by the U.S.S.R. State Bank and the 

U.S.S.R. Bank for lndustrial Construction. 190 The terms 

under which these credits can be granted should be at least 

as favorable to those given to comparable Soviet state-owned 

189. Sec Piontek, ~upra note 76 at 312. 

190. The USSR Bank for Industrial Construction 
(Promstroibank) rep1aced in the second half of 1987 the 
USSR Bank for Construction; see infra note 192. 

j 

1 

j 
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organizations. 191 It is noteworthy that in this respect 

Comecon joint ventures are favorably treated like similar 

Soviet state enterprises under the principle of pursued 

intensification of intra-Comecon integration. 

- Second, in transferable rubles or foreign currencies 

by the U.S.S.R. Bank for Foreign Economie Affairs 

(Vneshekonombank); the two Comecon banks: International 

Investment Bank and International Bank for Economie 

Cooperation; or by foreign banks or firms with the consent of 

Vneshekonombank .19 2 In this case credi ts are g ranted on 

commercial terms. 

191. See Paragraph 34 of Decree 48, infra Appendix B. 

192. Ibid. In the second half of 1987 the Soviet banking 
system was reorganized on sectorial speclallzation 
principles. Five specializcd banks werc establlshcd: 
the USSR Bank for Foreign Ceonomic Affairs 
(Vneshekonombank); the USSR Bank for lndustrial 
Construction (Promstroibank) i the USSR Bank for \lage, 
Savings and Population Credit; the USSI~ Agrülndustrlal 
Bank (Agroprombank); and the USSR Bank for Housing, 
rlunicipal and SocIal Development (Zhilsotsbank). The 
s ixth bank, the USSR Sta te Bank (Gosbank) heads the 
entire bank1.ng system. On the reorgamzation ot the 
Soviet bank1.ng system see, e.g., A. kozhdov, "The USSR 
Banklng Reform" (1988) Foreign l'rade (Ll-ÇJlish edition 
of Vneshnia1.a Torgovlia), tJo. 3 at 40-42; "USSR at 
r1 idyear: Trade Down, Ou t look B lcak ", Bus i ness Eas tcrn 
Europe (31 August 1987) 273 at 274; Y. lvanov, 
"Vneshtorgbank of the USSR and Restructurlng of the 
rtechanisrn of Fore1.gn L:conomic Actlvities" (1987) 
Foreign Trade (English editlon of Vncshniaia 
Torgovlia), No. Il at 4-11, hereinafter Yuri Ivanov. 
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The approach of Decree 49 is purely commercial. It 

simply states that a joint venture may use credits on commer-

cial terms, if necessary. Credits are granted in this case: 

f i r st, in for e i 9 n cu r r en c y f rom the U. S • S • R • Ban k for For e i 9 n 

Economic Affairs or, with its consent, from other foreign 

banks and firms;l93 second, in rubles from the U.S.S.R. 

Bank for Foreign Economie Affairs. 194 

A few months after adoption of the Soviet joint venture 

1egislation, Gosbank and Vneshtorgbank adopted jointly an 

Executive Order which regulates the procedure for crediting 

together with the procedure concerning settlement of accounts 

and repayment of credits by the joint: ventures. 195 

Now let us come to the question as to how 

Vneshekonombank or other Sov iet banks are able to grant 

credits, especially in hard currency. The solution is 

simple: besides available Soviet state hard currency funds, 

Vnoshekonombank borrows hard currency from Western banks. 

193. l t was sta ted tha t Vneshekonombank usually gran ts 
foreign currency credi ts for a period of four yearsi 
soe Yuri Ivanov, ibid. at 8 and Il. 

194. See Paragraph 27 of Decree 49, infra Appendix C. 

195. Sec Execut ive Order of September 22, 1987 of the 
State Bank of the USSR and the Bank for Foreign Trade 
of the USSR "On the Procedure for Crediting to and 
Settlement of Accounts of Joint Ventures, International 
Amalgamations and Organlzations of the USSR and Other 
rlcmber-Countrics of CHEA and of Joint Ventures with the 
Participation of Soviet Organlzations and Firms from 
Caplta1ist and Deve10plng Countries" in UNCTC, supra 
no te 61 a t l 77. 
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In the beginning the Hestern bank approach was 

cautious. But little by little the interest in lending to 

joint ventures especially in the V.S.S.R. picked up notice­

ably and overcame the risk factor. 196 For example, in 

1987 Crédit Lyonnais (France) was in fact one of several 

European banks having set up a joint task force with the 

former Vneshtorgbank and Gosbank to discuss the establ ishment 

of a joint venture bank in the Soviet Union for possible 

1ending to East-Hest joint ventures. 197 The agreement was 

signed in early March of 1988 between Crédit Lyonnais, 

1eading a syndicate of Western banks, and Vneshekonombank. 

The object of the agreement was an eight-year 150 VS million 

dollar 10an. 198 

In this way Vneshekonombank started granting credits to 

joint ventures established under the terms of Decree 49. The 

financing of the Italian FATA group was reported as the first 

case. 199 Vnder the terms of the protocol each side would 

be required to invest only 12 per cent initial1y. The 

remaining 76 per cent of the founding capital would be lent 

196. See "Financing JVs: Who Bears the Risk?", Business 
Eastern Europe (20 July 1987) 229, hereinafter 
Financing. 

197. IbId. 

198. See "Focus on Financing: USSR", Business Eastern 
Europe (7 March 1988) 80. 

199. See Joint Venture No. 29 in "Details of Joint 
Ventures in the Soviet Union", infra Appendix H. 
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by Vneshekonombank in the ilew joint venture itself. 200 

This large-scale credit was finally granted to 

"Sovitalprodmash", the new joint venture, by both 

Vneshekonombank and l1edi0credito, an Italian bank. 201 

Furthermore, in April of 1988 Svenska Handelsbanken, Sweden's 

third largest commercial bank, signed an agreement with four 

Soviet banks aimed at developing and financing Swedish-Soviet 

joint venture projects. The agreement was signed with 

Vneshekonombank, Promstroibank, Agroprombank and 

Zhilsotsbank. 202 As can be seen, a number of Soviet 

banks, besides Vneshekonombank, are interested in becominy 

involved in financing joint ventures. 

In April 1988 another joint venture was signed between 

British and Soviet companies to modernize two large petro-

chemical plants in the Soviet Union. The different e1ement 

of this joint venture is in the way of financing. Virtua1ly 

all the initial financing will be provided from outside the 

200. See Financing, supra note 196, and E.C.E., supra 
note 44 at 56. 

201. See I. lvanov, "Joint Ventures in the USSR: Lessons 
of the First Year" (Moscow: Novosti Press Agency, 1988) 
at 2, hereinafter Ivan Ivanov. 

202. See S. Hebb, "Bank Pact to Boost Joint Soviet­
Swedish Ventures", The (London) Financial Times (12 
April 1908) 9; see also supra note 192. 
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Sov iet Union through the banks: Horgan Grenfell and ~1oscow 

Narodny Bank Limited. 203 

As demonstrated from the above examples, Hestern 

interest in financing grows larger and larger. However, 

Comecon's International Investment Bank is also offering 

financial assistance to a joint venture for the first 

time: Benefiter will be the Plovdiv-based Bulgarian-Soviet 

Avtoelektronika joint venture. 204 The Bank can also 

envisage granting credits to East-\~est joint ventures, as 

reported by Business Eastern Europe ln May 1988. 205 

The Czechoslovak Principles determine conditlons for 

credit granting in the Chapter on Foreign Currency Rules. It 

is stipulated that the needs of the common company for 

foreign currencies will be covered by means of credits. Yet 

the company is not included LI the country 1 s foreign currenC'y 

plan. The credits will be take~ from Czechoslovak foreign 

currency banks, or from foreign companies under conditions 

currently granted to foreign applicants. 206 In this 

203. See Q. Peel & A. Taylor, "UK-Soviet Deal Signed to 
Modernize Chemical Products" , The (London) Financial 
Times (16 April 1988) 2; on the tloscow Narodny Bank 
Limited see supra note 12. 

204. See International Investment Bank, supra note 65 at 
171. 

205. Ibid. at 172. 

206. See Chapter II, Section 8, Sub-section l, Item b of 
the 1985 Principles, infra Appendix E. 
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context it is apparent how, on the one hand, the joint 

venture is considered as a Czechoslovak resident207 

company but on the other it is isolated and treated like a 

foreign company. The approach undertaken towards the company 

is cautious and reserved. 

The credit grants will be governed by the applicable 

Czechos10vak rulesi but at the same time the Czechoslovak 

State Bank is authorized to allow deviation from and excep­

tions to these rules,208 which in itself is a sign of 

f1exibi1ity. 

Credit regulation is defined in a specifie chapter of 

the 1982 polish Law. 209 Su ch a treatment reflects the 

importance given to foreign enterprises at the time when the 

Law was adopted. The Law stipulates that operating and 

investment credits are available to the enterprises from 

Polish or foreign banks. They are granted on the grounds of 

an agreement and according to principles determined by the 

Council of rlinisters. 210 The significance of foreign 

enterprises is again shown here since the conditions for 

207. Sec Chapter II, Section 8, Sub-section l, Item a of 
the 1985 Principles, infra Appendix E. 

208. See Chapter II, Secticn 9, Sub-section l of the 1985 
Principles, infra Appendix E. 

209. Sec Chapter 4 of the 1982 Law, and its Articles 28 
and 29, infra Appendix F. 

210. Ibid. 
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granting a credit are not set up by the State local authori-

ties at the voivodship (provincial) level, but the Council of 

Ministers itself. 

Under the 1986 Law the treatment is equally favorable. 

By virtue of Paragraphs 2 and 4 of Article 24, the terrns 

under which credits are granted are equivalent to those 

applying to state enterprises. They const i tute the object of 

a contract finalized between the joint venture and the bank. 

Credits from foreign banks can be obtained after permission 

of the bank in which the common company maintains its 

accounts. 211 He note at this point that in respect to 

credits the treatrnent is more favorable than that provided by 

Soviet legislation. The equivalent application of the 

relevant rules set for state enterprises is guaranteed 

regardless of the origin of the joint venture' s partners and 

the currency in which credits are granted. 

211. Sec Article 24, Paragraphs 2 and 4 of the 1986 Law, 
infra Appendix G. 
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V. MANAGEMENT AND PERSONNEL 

A. Holding of Corporate Bodies· Key positions by Host 
Countries· Nationals 

Appropriate management of the joint venture constitutes 

the core of success for i ts operating activi ties. By and 

large the structure of the corporate organs is simi1ar to 

tha t of \Jestern corporations. 212 Usua 11y i ts structure is 

organized in a two-Ieve1 scheme comprising the highest 

control organ and the everyday business management. 

One of the main preoccupations of Eastern European 

countries has always been that their nationals have an 

important participation in the management bodies and, most 

important1y hold key positions. This expresses their 

preoccupation to substantia11y control the joint venture 50 

that its âctivities do not contradict the interests or the 

socialist state. However, this approach does not constitute 

a general ru1e. For instance, Hungar ian joint venture 

1egis1ation sets no nationa1ity requirements for the members 

of the corporate bodies of the joint venture company.213 

ln the three jurisdictions that we study this is a 

requirement. There are however exceptions: Soviet Decree 

212. See E.C.E., supra note 44 at 63. 

213. Ibid. 
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48 provides for two management bodies: the Board, at the 

highest governing level, and the Management, tor day-to-day 

operational activities. Both bodies are composed of 

nationals of the two CMEA Member-Countries. Yet, it is 

provided in the Decree that only the Director General should 

be a Soviet citizen. 214 Therefore, the Chairman of the 

Board can be a citizen of the other CMEA Member-Country or 

Countries taking part in the venture. 

This is not the case under Decree 49. 8y stipulation 

of its Paragraph 21 this Decree specifies that both the 

Chairman of the Board and the Director General should be 

citizens of the U.S.S.R. 215 

The Czechoslovak Principles follow the same path but 

in a slightly different way. The Princlples do not d~fine 

the corporate bodies at aIl. They leave this issue to the 

dec is ion of the part ies invol ved. Chapte rI, Sect ion 6 of 

the Principles, however, contains on1y one provision: that 

the presiding members in such bodies should be exclusively 

Czechoslovak nationals. 216 

The Czechoslovak side argued that this provision should 

not create unsurpassable difficulties in practice. As 

214. See Paragraph 16 of Decree 48, infra Appendix B. 

215. See Paragraph 21 of Decree 49, infra Appendix c. 

216. Sec Chapter l, Section 6 of the 1985 Principlcs, 
infra Appendix E. 
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Frantisek Fisera remarked: 

"Speaking "penly, many foreign investors fear 
that their right to participate in the 
management of the company will be a forma] 
right only. Once more, l think it fit to 
stress that it is up to the parties 
themselves to regulate not only by legal but 
also by factual means their relations."2l7 

ln other words, everything is negotiab1e at this point also, 

and its implementation relies upon agreed terms of the 

founding contract. 

Approaches undertaken by the Polish legislation are 

differcnt for the 1982 and 1986 Laws. Under the 1982 Law we 

note another departure from the rule. It is self-evident 

that we cannot speak about Polish participation in managing 

the enterprise since the latter can be wholly foreign-owned. 

But if a mixed enterprise is set up, its governing and 

~anagement is to be agreed upon by the partners. Only one 

provision is mandatory: applicability of the relevant frame­

work of regulations that is in force in Poland. 218 Here 

again, recourse is made to the provisiono of the 1934 

Commercial Code. 

The 1986 Law approach is entirely different. It can be 

presumed that this is justified by its larger scope of appli-

cation. Hore specifically, its Article 17 stipulates that 

t'w Company 1 s Hanager or, in the case of a Board of l1anage-

217. Sec Fisera, supra note 51 at 7; see also the 
relevant discussion, infra Chapter IV, Section B. 

218. See Article 21 of the 1982 Law, infra Appendix F. 
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ment, its President must be a Polish citizen, residing 

permanently in Poland. 2l9 For the rest, matters of 

internaI operation are to be left to agreements between 

partners. 220 

Effectiveness and flexibility of the managing framework 

is a key to a successfui joint venture in every country. In 

socialist countries, management and marketing skills are more 

than indispensable within a "cadre of managers, whose markets 

have always been guarantFed and whose Ieeway to manage was 

sharply circumscribed".221 There is a two-way remedy to 

this problem: fi rst, es tabl i shmen t of \les tern market i ng 

advisory firms in the host socialist country~ and second, 

training of local managers in the \Jest. On a levei parallei 

to the above, legal services provided by \Jestern or Eastern 

specialists in business law will be extremely helpful. 

At Ieast with respect to the Soviet Union, the above 

remedies seem to be working already. Accordingly, first, it 

was recognized by the Soviet side that foreign advisory firms 

constitute the fastest way to bring new ideas and broader 

experience into the trade structure~ consequently, the y are 

219. Sp.e Article 17 of the 1986 Law, infra Appendix C. 

220. See Article 16 of the 1986 Law, infra Appendix Ci 
see aiso Arnoldi, supra note 35 at 116. 

221. See F. Barringer, "Soviet Calls for U.S. Trade 
Treaty", The IJew York Times (12 April 1988) 08. 
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now welcome to set up offices in the U.S.S.R.222 Second, 

at the beginning of tlay 1988 a Russian dolegation under 

Evgeni K. Smitnitsky, Rector of the Academy of National 

Economy in Hoscow visited sorne of the schools in the United 

States to examine on location how Americans are trained in 

management and marketing. 223 

As regards 1egal services, the first foreign law firm 

was expected in February 1988 to open an office in 

~10scow.224 r1oreover, the r-toscow City Bar Association 

intends to send Soviet 1awyers abroad to spend time in 

~Jestern f irms. Accordingly, the head of the HCBA dec1ared 

in June 1988 that the possibility to estab1ish joint ventures 

between Soviet and foreign attorneys might soon be 

ava ilab1e. 225 

222. See "Sov iets Seeking Advisors for Hanagement 
Guidance", Business Eastern Europe (23 November 1987) 
371. 

223. Seo L.A. Daniels, "Now Russia Hants to Learn The ~Jay 
U.S. Managers Do", The New York Times (2 May 1988) Dl 
at Dl and 012. 

224. See A. Kaletsky, "New York Law Firrn to Open Office 
in Hoscow", The (London) Financia1 Times (15 ,,1anuary 
1988) 5. 

225. See J. Ca rr, Il Sov iet Lawyers Ernbrace Pe restroika" 
(1988) 7 International Financial Law Review No. 7 at 
8. 
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B. Application of the Unanimity principle in Decisions 

Let us now examine in which ways the foreign side can 

play major roles in influencing joint ventures' activities. 

Both Soviet Decrees 48 and 49 stipulate that the joint 

venture's statute should specify "the decision-making 

procedure and the range of issues to be unanimously 

settled".226 This provision safeguards foreign investors' 

rights and interests. The principle of simple or enforced 

majority can, of course, be agreed upon for selected issues 

in the founding documents of the venture. 

In the Czechoslovak 1985 Principles another important 

provision can be found. It is provided that the articles of 

incorporation of the joint venture company must ensure a 

reasonable participation of the foreign participant in the 

management, production and sale of the organization. 227 

This Czechoslovak provision is unique in its nature among 

Ct1EA Hember-Countries' joint vel ture leg islat ion. 228 As 

226. See Paragraph 8 of Decree 48, infra Appendix B: and 
Paragraph ï of Decree 49, infl~ Appendix C. 

227. See Chapter l, Section 4, Item h of the 1985 
Principles, infra Appendix E. 

228. See E.C.E., supra note 44 at 63. 
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to the rest, it is left to the parties to docide in which way 

they will organize their relations. 

Polish legislation remains silent on the point. He 

presume that this is a matter of mutual agreement as welle 

The flexible approach of both Polish laws appears to imply 

that. This applies, of course, when the subject is a common 

company, i.e. a mixed enterprise of the 1982 Law, or a joint 

venture of the 1986 Law. This question does not arise in a 

wholly foreign-owned Polonian enterprise. 

The 1986 Law contains, however, one restriction. The 

parties cannot alter the basis under which their profits are 

distributed, that is the proportion of their shares in the 

company. 229 

Hany practical ways have been suggested as to how the 

foreign investor can influence critical decisions and control 

the operation of the joint venture in an Eastern European 

country without holding a majority share. 230 

Control should be secured through special terms in the 

joint venture's statute. The terms can include among 

others: 

229. See Article 19, Paragraph 5 of the 1986 Law, i nf ra 
Append ix G; see also P ion tek , supra note 76 a t 313. 

230. See "Controlling the JV Hithout a Majority Share n
, 

Business Eastern Europe (3 August 1987), 243, hercin­
after Controlling; E.C.E., supra note 44 at 46; Feder, 
supra note 141; and Bu zescu, supra note 29 at 428. 
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Enumerating of crucial issues, which calI for 

unanirni ty voting. For instance, taking on 

additional partners, proportionally increasing the 

equity capital or liquidating the company. 

Provision for issue of two categories of voting 

shares wi th different voting rights enabling the 

foreign partner to select specifie executives in key 

posi t ions, as is the case occasionally in Hestern 

compa nies. 231 

However, the local national can usually find ways to 

facilitate the joint venture's operation better than a 

foreigner. Consequently, \Jestern businessmen would have an 

interest in ernploying a local manager, if they had such a 

choice. 232 

The functionability of management schemes was charac-

teristically underlined in January 1988 by Ivan D. Ivanov: 

"The fears that 51 per cent of the capital 
reserved for the Soviet side will lead to its 
"dictatorship in management" h~ve proved to 
be groundless. In aIl joint ventures there 
are foreign mernbers of the board of directors 
supervising quality inspection, e~~~rts, 
technica1 pclicies and so forth". 

231. Ibid. 

232. See Con troll ing, supra note 230. 

233. See Ivan Ivanov, supra note 201 at 1. 
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C. Obligatory Applicability of Bost Countries' 
Labor Law 

Every potential foreign investor's primary objective in 

an Eastern European country is to utilize the local labor 

force to satisfy the personnel needs of the joint venture. 

\lorkers in these countries are relatively well-trained 

although receiving lower pay levels than those in the 

Hest. 234 In spi te of the fact tha t remunera t ion paid to 

local skilled workers is often higher than normally 

applicable in state enterprises, the cost is still low. 

Employrnent is in accordance with host countries' 

policies with respect to adequate use of local workers. 

Utilization of foreign workers is considered exceptional and 

must be justified under the specifie situation. 

Regarding workers, the Soviet Decrees 48 and 49 differ 

slightly. Decree 48 stipulates that rnatters of pay, routine 

of work and recreation, social security and social insurance 

will be regulated by Soviet legislation regard1ess of the 

employee's national origine The sole exception provided by 

the Decree is with respect to contrary provisions of inter-

state or intergovernmenta1 treaties to which the U.S.S.R. is 

a party.235 

234. See Arnoldi, supra note 35 at 41 and 99. 

235. See Paragraph 57 of Decree 48, infra Appendix B. 

, 
, 
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Decree 49 adopts the sarne approach for lhe above 

matters but leaves matters of pay, leaves and pension of 

[oreign ernployees ta be regulated by individually signed 

contracts with the ernployees in question. 236 Furthermore, 

the Decree contains an express provision that "the personnel 

of joint ventures shall consist mainly of Soviet 

citizens".237 According to Soviet interpretation, this 

means that foreign ernployees can be used normally in highly 

qualified posts. 238 This provision is not included in 

Decree 48, as we have seen, for it is in the spirit of this 

Decree that Soviet citizens and citizens of other C.M.E.A. 

Mernber-Countries are treated equally.239 

The Czechoslovak Principles adopt a similar approach. 

The general applicability of Czechoslovak legislation is 

secured for persans ernployed by the joint ventures 240 with 

respect to wages and labor relations 241 as weIl as social 

security and pension retirement schernes. 242 Necessary 

236. See Paragraph 48 of Decree 49, infra Appendix C. 

237. See Paragraph 47 of Decree 49, infra Appendix C. 

238. See E.C.E., supra note 44 at 66. 

239. See sUEra note 235. 

240. See Chapter II, Section la, Sub-section 1 of the 
1985 Principles, infra Appendix E. 

24l. See Chapter II, Section la, Sub-section 2 of the 
1985 Principles, infra Appendix E. 

242. See Chapter II, Section 10, Sub-section 3 of the 
1985 Pr inciples, infra Appendix E. 

, 

J 
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deviations therefrom will be allowed by the Federal Ministry 

of Labor and Social Matters. 243 The reason underlying 

this provision is "to avoid sorne discrepancies in 1egal 

regulations of Czechos1ovakia and the countries the nationa1s 

of which will take part in the activities of the joint 

venture".244 Therefore the princip1es show f1exibi1ity in 

this respect. 

The Polish 1982 Law contains two rather general provi-

sions; first, that enterprises will utilize labor resources 

according to the principles laid down by the Council Qf 

Ministers;245 and second, that regu1ation of the Po1ish 

Labor Code will apply to 1abor relations in enterprises. 246 

Thus it appears that while the app1icabi1ity of Po1ish Labor 

1aw is mandatory, the wording of the first provision was 1eft 

vague on purpose in order to faci1itate negotiations depend-

ing on specifie cases but at the same tirne to imp1ement state 

po1icy as is n~cessary. 

The approach of the 1986 Law is more detai1ed. The Law 

is explicit1y restrictive in the manner of Soviet Decree 49 

in stipulating that foreign citizens may be ernp10yed as 

243. See supra note 241. 

244. See Klein, supra note 37 at Il. 

245. See Article 22, Paragraph 1 of the 1982 Law, infra 
Appendix F. 

246. See Article :2, Paragraph 2 of the 1982 Law, infra 
Appendix F. 
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justified by their special qualifications. The Law however 

undertakes a converse wording in comparison to Soviet Decree 

49: instead of stipulating prevalence of local employees, it 

renders the utilization of foreign employees exceptional. 

Moreover, their utilization is subject to the consent of the 

state local administrative authority at the voivoàship 

(provincial) level. 247 The obligatory application of 

polish Labor law is also provided on a general basis. 248 

A last remark as regards the labor force is that only 

the Polish J986 Law provides for creation of a supervisory 

council, comparable with the Hest German model of the 

Aufsichtsrat (supervisory council).249 The company's 

employecs elect one member in the council. This member may 

at the same time be one of the company's employees. 250 

This constitutes a concrete departure from the provisions of 

the 1934 Commercial Code which clearly precluded, in Articles 

207 and 378, the possibility of company's employees becoming 

members of the supervisory head. 251 Thus, the posture of 

the company's employees is considerably enhanced. 

247. Sec Article 32, Paragraph 3 of the 1986 Law, infra 
Appendix G. 

248. See Article 32, paragraph 1 of the 1986 Law, infra 
Appcndix G. 

249. See Article 18, Paragraph l of the 1986 Law, infra 
Appendix G. 

250. See Article 18, Paragraph 2 of the 1986 Law, infra 
Appendix G. 

251. See Piontek, sUEra note 76 at 300. 
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VI. TAXATION AND COSTOMS FRAME\'lORK 

A. Exemption from Customs Duties and Taxes During 
the Initial Operating Period 

Financial regulation of the joint venture's activities 

constitutes perhaps one of the most crucial mattersi for no 

potential foreign investor undertakes such an involvement 

without favorable terms in this respect. 

The first: issue to be considered is the possibility of 

a tax and customs duties exemption during the initial 

operating period of the company. It is normally expected 

that the new joint venture be granted a tax holiday during 

the first years of its activities. A certain degrAe of 

exemption from paying customs duties during the initial 

period should also be normally expected. 

The legislation of the three countries treats this 

subject in different ways. The Soviet legislation grants a 

tax relief to the joint ventures for lheir initial two years 

of operation. The legislative approach is identical in both 

Decree 48 and Decree 49. 252 

A practical problem occurred, however. As is evident, 

a great deal of time may pass from the time a company is 

registered with the Ministry of Finance to its becoming fully 

252. See Paragraph 43 of Decree 48, infra Append ix B, and 
Paragraph 36 of Decree 49, infra Appendix C. 
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operational. This was understood by the Soviet authorities 

and soon atter enactment of the initial legislation, Decree 

1074 modified the relevant provision. It is now provided 

that a tax exemption will be granted "during the first two 

years from the moment of showing deelared profits".253 

Another important exemption is provided by Oeeree 49. 

Equipment, materia1s and other property imported into the 

country by foreign partners in a joint venture, as their 

contribution to the authorized capital of the joint venture, 

are exempt from customs duties regardless of the time of 

importation. 254 An equivalent provision i5 not to be 

found in Oeeree 48, presumably because this type of relation 

is regulated between CMEA Member-Countries through bilateral 

or multilateral intra-Comecon Agreements. 

It is obvious that exemption from cU5toms duties is a 

major incentive to importing high-quality equipment and 

advaneed-teehnology machinery for the operational needs of 

the joint venture. The Soviet legislation in this respect is 

very flexible and motivating. The relevant provisions can be 

eharaeterized as creating incentives. 

253. See Oeeree 1074, infra Appendix 0: see also Smirnov 
JI, supra note 92 at 47. 

254. See Paragraph 13 in eombination with Paragraph 10 of 
Decree 49, infra Appendix C. 
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The Polish approach is favorable enough in the context 

of tax exemption but to a lesser extent. The 1982 Law in its 

original form contained special rules on taxation and 

exemptions in its Articles 26-28. After the amendments 

introduced by the Tax Law of July 29, 1983, a tax exemption 

is now granted for an initial operation period of three 

years. The exemption is granted, however, in the form of a 

tax refund, only if one-third of the income earned during 

that period has been reinvested into the operations of the 

enterprise. 255 

The 1986 Law is more attractive in its provision~. AlI 

joint ventures are exempted from incorne tax during their 

first two years of activity.256 In cornparison with the 

Soviet legislative provisions this scheme is le 55 favorable. 

It resembles the forrn of Decrees 48 and 49 before their 

amendment by Decree 1074. Therefore, after the two-year time 

period taxation will be applied regardless of profits. With 

respect to customs duties the approach of the 1986 Law is 

slightly less favorable than the SovIet one. The Law 

specifies that imported contributions to the company's 

capital in kind, such as machinery, installations and 

255. See Piontek, supra note 76 at 323: and Arnoldi, 
supra note 35 at 53. 

256. See Article 30, Paragraph 3 of th9 1986 Law, infra 
Appendix G. 
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equipment, and means of transportation, are not subject ta 

customs dutie~.257 This provision extends to imported 

machinery, installations and equipment, and means of 

transportation, acquired during the first three years. 258 

This time limit constitutes a less favorable treatment than 

that adopted by Soviet legislation, where any additional 

contribution to the authorized fund of the joint venture is 

exempted from customs duties at any time. 259 

The approach undertaken by the Czechoslovak Principles 

is the most stringent one in the three jurisdictions we 

compare. No tax incentive whatsoever is provided for joint 

ventures. Moreover, it is clearly stated that customs duties 

on imported goods will he collected in any case. The only 

relieving provision in this context is the possibility of 

applying for exemption from customs duties for a determined 

period of time. The application is to be submitted to the 

Federal rlinistry of Foreign Trade which may grant it "if it 

thinks it fit".260 

257. See Article 31, Paragraph l, Item l of the 1986 Law, 
infra Appendix G. 

258. Sec Article 31, Paragraph 2, Item 2 of the 1986 Law, 
infra Appendix G. 

259. See supra note 255. 

260. See Chapter II, Section Il of the 1985 Principles, 
infra Appendix E. 



1 

1 

- 96 -

B. Taxation of Profits 

Let us now compare the taxation framework in the three 

countries under study. 

The basic taxation provision in the Soviet legislation 

is to be found in Decree 6362. The Decree stipulates that 

joint ventures will pay tax on profit at the rate and in the 

order provided for by the D.S.S.R. Council of Ministers. 261 

At the same time, it a110ws the Ministry of Finance to reduce 

the tax rate or to comp1ete1y exempt individual cases from 

tax payment. 262 • Furthermore, the Decree specifies the 

procedure under which taxes are ta be co11ected. 263 

By this authorization of Decree 6362, Decrees 48 and 49 

determine the tax rate at 30 per cent. The tax is due on 

profits, after deductions paid to reserve and other 

funds. 264 In addition to this tax, profits are taxed at 

an additional 20 per cent rate if transferred abroad. The 

withho1ding tax is not collected if a bi1ateral treaty 

261. See Paragraph l of Decree 6362, infra Appendix A. 

262. Ibid. 

263. See Paragraph 2 of Decree 6362, infra hppendix A. 

264. See Paragraph 43 of Decree 48, infra Appendix B, and 
Paragraph 36 of Decree 49, infra Appendix C. 
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between the V.S.S.R. and the respective foreign state 

provides otherwise. 265 

The Soviet joint venture tax rate is not extremely high 

in comparis~n with Western companies' standards. Only the 

additional 20 per cent repatriation withholding tax has been 

criticized. 266 Resides, the rate is flexible and 

negociable, depen1ing, probably, on the priority attributed 

to this or that jo~nt venture proposaI by the host country. 

The analogous framework in Poland is largely 

contradictory. The )982 Law is today, after enactment of the 

1983 Tax Law, alrnodt prohibitive for foreign investors. The 

incorne tax rate is fixed by the Law at the base level of 85 

per cert. 267 This incorne tax rate is the highe:St in the 

world. 268 Besides the incorne tax, other taxes, such as 

the turnover t.ax, apply ta polonian enterprises. 269 It is 

true that a number of tax exemptions and reliefs somehow 

ùlleviate the burden. 270 Yet, the average tax rate is 

265. See Pa~agraph 48 of Decree 48, infra Appendix B, and 
Paragraph 41 of Decree 49, infra Appendix C. 

266. In the case of the joint venture Infa-otel, e.g., 

267. 

268. 

269. 

270. 

the issue of the 20 per cent withholding tax made 
difficult the conclusion of the agreement; see joint 
venture na. 9, infra Appendix H, and "First Soviet JV: 
Now The Prob1ems Appear", Business Eastern Europe (27 
April 1987) 129. 

Sec Piontek, supra note 76 at 323. 

See Arnolà i , supra note 35 at 54. 

Sec Raj ski 1982, supra note 82 at 225. 

See Piontek, sUEra note 76 at 323-325. 
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about 70 per cent,271 whicn is still extremely high. 

Under these conditions Many applications for permits to 

establish an enterprise were withdrawn and a general climate 

of distLUbt amongst Polonian enterprises was created since 

1983. 272 

Converse1y, the 1986 Law establishes a 1egal framework 

full of incentives. Its basic tax rate is fixed at 50 per 

cent. 273 The rate is moderately high, but the Law 

provides a unique device of tax alleviation: the tax rate is 

decreased by 0.4 per cent for each 1 per cent of the value of 

product ion or services exported by the company. 27 4 In 

other words, if the entire production of the joint venture is 

exported, the tax rate goes down to on1y 10 per cent~ This 

"' 
provision is unique among similar legis1ations of socialist 

countries and underlines the export-oriented character of the 

recent Polish joint venture law. 

At the other end of the spectrum lies the Cz~choslovak 

legislation. The 1985 Principles provide for a 50 per cent 

basic tax rate. 275 They stipulate an additional withho1d-

ing tax of 25 per cent, however, on dividends. This 

271. 

272. 

273. 

274. 

275. 

lb id. a t 3 25 • 

Ibid. 

See Article 30, Paragraph 2 of the 1986 Law, infra 
Appendix G. 

Ibid. 

See Chapter II, Section 4, Sub-sect ion 1 of the 1985 
Principles, infra Appendix E. 
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additional income taxation is cumulative and, most impor-

tantly, the tax is due whether or not profi~s are transferred 

abroad, unless stipulated otherwise in an international 

treaty to which the country is a party.276 It is obvious 

that the Czecholovak taxation framework is the heaviest of 

the three countries under comparison. 

c. Reserve and Other Funds 

A feature common to aIl C~lEA Hember-Countries is the 

reserve (risk) fund. 277 Since under most Eastern European 

legislations the joint venture is an autonomous legal entity, 

which remains more or less outside the nationalized sector of 

the economy, it is obligated to create a reserve fund: for 

the state would not cover any eventual losses. 

Besides the reserve fund, a number of other mandatory 

funds, such as cultural or scientific, constitute a signifi-

cant preoccupation of the legislation and therefore a 

distinct element of the joint venture structure in Eastern 

European countries. 278 

276. See Chapter II, Section 4, Sub-section 4 of the 1985 
Principles, infra Appendix E. 

277. See E.C.E., supra note 44 at 57~ see also Buzescu, 
supra note 29 at 424. 

278. On the various obligatory funds see, e.g., "Advice 
to JV Negotiations: \Jatch Accounting Rules", Business 
Eastern Europe (27 July 1987) 236. 
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The Soviet Decrees regulate the issue of funds in 

identical phrasing. 279 They stipulate that agroed 

deductions from annual profits will create the capital of the 

reserve fund. The deductions will cease to be compulsory as 

soon as the capital of the reserve fund reaches 25 per cent 

of the authorized fund of the joint venture. This is the 

only mandatory provision. Every other matter, such as the 

amount of annual deductions and the formation and operation 

of other funds, will be agreed by the partners and included 

in the founding documents ot the joint venture. 280 

Both Decrees provide for deduction of obligatory 

allocations to the reserve and other funds before profits are 

taxed. 281 This is very important because it alleviates 

the amount of tax to be paid finally, and avoids double 

taxation of the joint venture. 

The Polish 1982 Law provides for creation of the 

enterprise's social and housing funds. 282 There is no 

279. See Paragraph 38 of Decree 48, infra Appendix B, and 
Paragraph 30 of Decree 49, infra Appendix C. 

280. Ibid. 

281. See Paragraph 43 of DeClee 48, infra Appendix B, and 
Paragraph 36 of Decree 49, infra Appendix C~ see also 
Cohen, supra note 67 at 177. 

282. See Article 22, Paragraph 3 of the 1982 Law, infra 
Appendix F. 
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provision, however, for a reserve fund. Presumably, this is 

one of the goals covered by the requirement to pay an 

obligatory founding deposit. 283 

The 1986 La~ is simpler in this respect. It stipulates 

formation of a reserve fund only in order to cover possible 

losses. The annual contribution to the fund is required to 

be 10 per cent of net profits. Allocations to the fund may 

stop once the fund has reached 4 per cent of annual operating 

costs. 284 

The Czechoslovak Principles still follow the pattern of 

a multiple fund structure equivalent to tnat of state 

enterprises. Thus, it is provided that the common company 

has to create corporate funds such as a reserve fund, a 

cultural and social fund, a remuneration fund and certain 

other funds. 285 The 1985 Principles do not indicate the 

sums which have to be contributed to the funds. It is 

understood that this is a matter to be agreed upon by the 

parties and included in the respective contract. 286 

283. See Article 16 of the 1982 Law, infra Appsndix F. 

284. See Article 19, Paragraph 4 of the 1986 Law, infra 
Appendix G. 

285. See Chapter II, Section l, Sub-section 2, Item b of 
the 1985 Principles, infra Appendix E. 

286. See Klein, supra note 49 at 8. 
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VII. DURATION AND DISSOLUTION 

A. Duration: Limited or Unlimited in Time, With or 
Without Possibility of Extension? 

The issue of the duration of a joint venture should be 

considered as a very de1icate one within the context of a 

socia1ist economy. It is true that the traditional concep-

tion of joint ventures in a socialist state treats thern as an 

exceptional device. As such, they should also be of lirnited 

duration so that the national soil wou1d not be ceded to 

foreign capital. Today, after perestroika, the above 

approach seems rather old-fashioned. However, it is too 

early yet to speak about real integration of the joint 

venture concept in a state-controllcd econorny. Consequently, 

joint venture legis1ation still undertakes a cautious 

approach. 

The Soviet Decrees stipulate that duration of the joint 

venture is a subject to be specified by the prospective 

partners in the founding documents of ~he cornpany.287 

Consequently, everything can be agreed freely by the partics. 

Yet the Decrees are silent on the issue of an eventual exten-

sion of the operating period; here lies the key to safeguard-

ing the state's interests. Theoretically, the foreign 

partner can be forced out at expiration of the operating 

287. See Paragraph 8 of Decree 48, infra Appendix B, and 
Paragraph 8 of Decree 49, infra Appendix C. 
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periode ~fuether this will be done or not is a question of 

po1icy to be determined by the state in the future. Fer the 

moment, the 1egal 7aeuum ean le ad to any interpretation. As 

was remarked Dy Jerome A. Cohen: 

"Perhaps the USSR is being cautious, not 
wishing to give either its own people or 
foreign investors the idea that joint 
enterprises can be renewed ~nti1 eonside2~~le 
experience with them has been obtained". 

Tbe Polish approach under the 1982 Law i~ more liberal. 

The Law provides for an operating period of up to 20 years, 

or 40 years if the depreciation period is longer. It 

furthermore provides for issuanee of a new permit after 

expiratIon of the previous one. 289 Probably this flexible 

approaeh is possible because the Polonian enterprises operate 

only within tne framework of the non-soeialized seetor of 

Polish eeonomy, and their scope is limited to small industry 

aetivities. 

Conversely, the approach followed by the 1986 Law is 

similar to thdt Gf the Soviet legislation. The expected 

duration of the company's aetivities should be ineluded in 

the request to grant a permit for establishment of the 

company.290 The Minister of Foreign Economie Cooperation 

may or may not accept the duration proposaI of the parties at 

288. See Cohen, supra note 67 at 183. 

289. See Art iele _~ 7 of the 1982 Law, infra Appendix F. 

290. See Article 9, Paragraph l, Item 3 of the 1986 Law, 
infra Appendix G. 
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his discretion. In any case, the issued permit should 

prescribe its period of validity. E. Piontek considers that 

issuing a permit for a prescribed period does not irnply that 

it is not renewab1e. He maintains: 

"The Law does not introduce any restriction as 
to the duration of the permit. The intention 
of the leg~slator was that companies set up 
under the Law have a permanent character. 
After the expiry of the initial permit, the 
partner may apply for an extension; providing 
the company continues to meet legal require­
ments, it can rely on a positive decision 
regarding the new application".29l 

This might be true. However, we are still in front of 

a legal vacuum. Only tirne will tell how this device will 

work. 

The Czechoslovak legislation is entirely silent on the 

matter. Presumably, the issue of duration is a specifie 

issue which finds no place in a general set of principles 

such as the 1985 Principles. 

B. Dissolution, Liquidation and the Right of Pre-emption by 
Partners Representing the Host Countries 

The issue of dissolution and liquidation is the last we 

will deal with in the present thesis. Although the joint 

ventures, as we saw, are genera11y established with long term 

perspectives - from the part of the foreign investor at 1easl 

- the issue of dissolution, and the procedure of liquidation, 

291. See Piontek, supra note 76 at 316. 
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should preoccupy the founding parties from the negotiating 

period and before the founding document is signed. Conclud-

ing an agreement on that point also safeguards both parties' 

interests. 

In a number of jurisdictions the obligation to reach an 

agreement specifically on liquidation procedure is stipulated 

by the joint venture legislation. For instance, both Soviet 

Decrees require that the statute of the joint venture 

contains specifie provisions about liquidation procedure as 

agreed by the partners. 292 Furthermore, it is stipulated 

in the Decrees that a joint venture may be dissolved accord-

ing to provisions contained in its founding documents or by 

decision of the U.S.S.R. Council of Ministers if it exceeded 

its scope. 293 ~Je think that for the same legal cause the 

decentralizing provisions established by Decree 1074 should 

apply in an analogous way to dissolution also. 294 There-

fore, it would be the task of the ministries and departments 

of the U.S.S.R. and the Councils of Ministers of the 15 Union 

Republics to decide about dissolution of a joint venture if 

the latter exceeded its scope. 

292. See Paragraph 8 of Decree 48, infra Appendix B, and 
Paragraph 7 of Decree 49, infr~ Appendix C. 

293. See Paragraph 61 of Decree 48, infra Appendix B, and 
Paragraph 51 of Decree 49, infra Appendix C. 

294. See Decree 1074, infra Appendix D, and relevant 
discussion, supra Chapter III, Section B, Sub-section 1 
and note 89. 
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The Decrees provide, moreover, for a number of proce­

duraI rnatters as regards dissolution and liquidation proce-

dure. These are: publication of a relevant notification in 

the press; and registration of the dissolution with the 

ttinistry of Finance. 295 They also provide for fair 

distribution of the remaining assets of the company, after 

clearance of eventually existing obligations. 296 

The Polish 1982 Law refers to parties' agreements on 

dissolution and liquidation problems, and ta relevant regula­

tions of the polish Civil and Commercial Code. 297 lt is 

interesting ta note that the Law grants a pre-emption to 

rights and assets of the enterprise under liquidation after 

settlernent with the creditors. 298 

The regulation of the 1986 Law differs somehow. It 

refers to withdrawal of the permit if the company is involved 

in illegal activities or activities which are not covered by 

it. However, the organ which granted the permit sets a 

definite period to the company to refrain from said activi-

ties. Tf the company does not comply, the permit is with-

295. See Paragraphs 61 and 63 of Decree 48, infra 
Appendix B, and Paragraphs 51 and 53 of Decree 49, 
infra Appendix C. 

296. See Paragraph 62 of Decree 48, infra Appendix B, and 
Paragraph 52 of Decree 49, infra Appendix C. 

297. See Article 37 of the 1982 Law, infra Appendix F. 

298. See Article 38 of the 1982 Law, infra Appendix F. 
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drawn, and an application is submitted to the court for 

dissolution of the joint venture. 299 The dissolution is 

pronounced by a court order. 300 Under the 1986 Law also, 

the Polish partner enjoys the right of pre-emption, unless it 

is otherwise provided by the fùunding documents of the joint 

venture. 301 

As to the Czechoslovak Principles, again they leave the 

liquidation issue at the discret ion of the parties302 

since Czechoslovak law makes no provision for closing out a 

company.303 

299. See Article 14, Paragraph 1 of the 1986 Law, infra 
Appendix G. 

300. See Article 14, Paragraph 2 of the 1986 Law, infra 
Appendix G. 

301. See ~rticle 37 of the 1986 Law, infra Appendix G. 

302. See Klein, supra note 49 at 4. 

303. See "Key Provisions of Draft CSSR JV Law", Business 
Eastern Europe (2 November 1987) 349. It is expected 
that aIl remainlng unanswered or problernatic issues 
under the 1985 Princip1es will be soon settled by the 
forthcoming Czechoslovak joint venture code; see also 
"New CSSR JV Code: Sorne Progress with Tough Issues", 
Business Eastern Europe (2 November 1987) 348; and 
"CSSR JV Update: Services Included", Business Eastern 
Europe (2 May 1988) 137. 



l 

- 108 -

VIII. CONCLUSIONS 

It has Decorne apparent through the comparative study of 

the most important principles of joint venture legislation in 

the Soviet Union, Czechoslovakia and Poland that the current 

1egal enactments are far from being technically perfecto 

rtoreover, differentiations in legal constructions and in 

attitudes on specifie points reflect underlying differences 

in reasoning or policies. 

Changes in existing Iegisiation should assume bolder 

positions and shou1d comply with pragmatic approaches from 

the theoretical and practicai points of vjew. The role of 

forelgn direct investment should be clear1y recognized as one 

of primordial importance within the framework of centrally 

planned state econornies. Accordingly, the portion of joint 

ventures and general private investment in domestic ~conomies 

should be 1eft to grow larger th~ough more attractive provi­

sions and incentives. Joint ventures should no longer be 

considered as alien constructions operating paraI leI to 

existing nationalized economic s~ructures; they should be 

accepted as important parts of the economles. 

The Iegis1ation of each of the three countries we 

examined needs specifie improvernents. These improv~ments 

appear to come slowly but steadiIy. 

The Soviet legis1ation undertook an innovative, 

flexible and decentralizing attitude in the form of a 

positive response to foreign investors' reactions and 
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criti~isms. The new flexible attitude was concretized in 

enactment of Decree 1074 which improved a number of points, 

as we saw. However, Soviet joint ventures still require 

distinct legal structures and capitalization. Moreover, 

further coordination between Decree 48 and Decree 49 should 

be achieved. 

The Polish legislation needs improvement in order to 

become more uniforme The 1982 and 1986 Laws should merge 

and, if not, should adopt more unified provisions. Finally, 

Czechoslovakja should adopt a distinct joint venture cooe 

instead of a muddled combination of generally inconcrete and 

legally non-binding guidelines for foreign investment, which 

the 1985 Principles contain. 

AlI of the above is likely to occur soon. 304 

Furthermore, the three countries would need: 

- Free trade zonee, following the Chinese or Hungarian 

models. This is likely to occur saon in the Soviet 

Union and Poland. 305 

304. Ibid. See also "Polonian Rule Changes Likely to 
Delay JV Law", Business Eastern Europe (28 March 1988) 
99. 

305. The idea of exclusive economic zones in the USSR is 
under discussion among Soviet leaders. This point was 
raised by Oleg Bogomolov, Director of the Institute of 
Economies of the v]orld Socialist System. The Baltic 
Republics and the Soviet Far East are suggested as 
appropriate locations; see Q. Peel, "Moscow Urged to 
Encourage Joint Ventures", The (London) Financial Times 

(cont'd.) 
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Progressional establishment of convertible national 

currencies, in a later stage, in order to reflect 

real world market priees and values, and not only 

state policies. 306 

AlI of the above presuppose success of the structural 

domestic economic reforms which have been undertaken. 

Successful implementation of the joint venture legal frame-

work requires further introduction of a great deal of market 

economy forces and principles into the host countries' 

nationalized economies. It is clear that aIl of the three 

(21 April 1988) 3. The idea of free trade zones is 
under discussion also in Poland. Possible locations 
wou1d te the Szczecin, Swinoujscie and Gdynia port 
areas; see "Po1ish Free Trade Zones? Probab1y, But Be 
Patient", Business Eastern Europe (11 January 1988) 12, 
and "Po1ish Free Trade Zones Now C10ser to Rea1ity", 
Business Eastern Europe (2 r1ay 1988) 139. 

306. The currencies of the Soviet Union, Czechosiovakia 
and Poland are not convertible even between them, or 
inside Comecon. Only recently the Soviet Union and 
Czechos10vakia signed an agreement on 11mited 
convertibility of their currencies. They were the 
first CMEA Membcr-Countries ta take this step; see 
"Focus on Financing: Czechos1ovakiajUSSR", Business 
Eastern Europe (7 r1arch I988) 80, and L. Co1itt, 
"Moscow, Prague Agree Currency Convertibility", The 
(London) Financiai Times (29 February 1988) 3. More­
over, recentIy Ivan Ivanov, Deputy Cha1rman of the 
State Foreign Economie Commission was one of the Soviet 
officiaIs to openly discuss the poss1bilit1es and 
prob1ems invoived in free convertibility for the rub1ei 
see "SOVi~LS Openly Discuss Rub1e Convert1b111ty", 
Business Eastern Europe (4 July 1988) 212. Converti­
bility of the ruble, together with establishment of 
currency market 1S openly discussed by recent Soviet 
1iterature also: see, e.g., B. Vasil'ev, "Byt' Il u nas 
valiutnomu rynku?" (~Hli There Be For Us A Currency 
llarket?) (1988) Ekonomischeskaia Gazeta No. 26 at 21. 
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countries under discussion are now going through a transi-

tional stage. Perestroika and the equivalent restructuring 

mechanisms in the other two countries have been triggered. 

Let us hope that nothing will stop irnplernentation of the 

eeonomie and politieal transformations whieh have begun. 

It could be argued that extensive domestie reforms 

will produee economie disturbanees, sueh as raising of priees 

within the eountries, and will provoke uncontrollable 

reactions from the part of ordinary citizens. 307 But in 

the long run vigorous and dynamie econornies would emerge. 

It rernains clear that as a result of the new coneep-

tions and implernented legal meehanisrns Eastern Europe now 

tends to be more open to foreign business than ever before. 

Time lS needed for the new rneasures to be fully implemented. 

A positive approaeh full of understanding is needed for, 

whatever the evolution may be, Chernobyl has proved that it 

eoncerns and will affect the entire world. 

307. As it is widely known, the Polish governrnent lost 
the referendum of Novernber 29, 1987 about accelerating 
economie and politieal reform; see, e.g., "Poland: 
Vote Lost, But Reform Should Continue", Business 
Eastern Europe (7 December 1987) 385. Moreover, in 
Oetober 1987 fears and rumors that a rise in priees 
eould oecur led to uncontrollable consumer reactions, 
such as the hoarding of food and other produets; see 
B. Keller, "Russians, Fearing Rise in Priees, Board 
Food", The New York Times (30 Oetober 1987) A7. 
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APPENDIX A 

Decree of the Presidium 
of the USSR Supreme Soviet 

On Questions Concerning the Establishment in the Territory of the USSR and 
Operation of Joint Ventures, International Amalgamations and Organizations 

with the Participation of Soviet and Foreign Organizations, Firms and 
Management Bodies. 

The Presidium of the USSR Supreme Soviet decrees: 

1 Joint ventures establlshed in the temtory of the 
USSA wlth participation of Soviet and foreign organiz­
ations, tirms and management bodies shall pay tax on 
profit at the rate and in the order provlded for by the 
USSA Council of Mtnisters. Tax shall be approprtated 
to the USSA national budget. 

JOint ventures shall be exempt trom tax on profit 
for the two Initiai years of thelr operation. 

The USSA Mintstry of Finance shall be authorized 
to reduce the tax rate or to completely exempt from 
tax indlvldual payers. 

2 Collection of the sums of the tax not pald ln time 
sl',al, t~ c"l(rted ouI ,::onformably to the procedure 
prescrtbed ln regard of foreign legal persons by the 
Aules on Collection of Delayed Taxes and Non-tax 
Payments, endorsed by the Decree of the Presidium 
of the USSA Supreme Soviet of January 26, 1981 
(Vedomostl Verkhovnogo Soveta SSSA, 1981, No. 5. 
Art. 122). 

3. Unless otherwise provided for by a treaty be­
tween the USSA and respective foreign state. the part 
of the profit due to a forelgn partner ln a Jornt venture 
shall be taxed, If transferred abroad. at the rate stipu­
lated by the USSA Councii of Mlnlsters. 

4 Land, entrails of the earth, water resources, and 

Source: (19U7) F-orelljn Trade (Engllsh 
edltlon af Vneshnlala Torgavlla) 
Supplelilent ta No. 5 at 10. 

forests may be made available for use to jOtnt ven­
tures as for payment as weil as free of charge. 

5. Disputes of joint ventures, international amal· 
gamations and organizatlons wlth Soviet state-ow­
ned. cooperative and other publiC organlzations. therr 
disputes among themselves, as weil as disputes 
among partners ln a Joint venture. International amal· 
gamation or organizatlon over matters related ta thetr 
activity shali be considered by the USSA courts or, 
upon agreement of the parties, by an arbltration tn­
bunal, and ln cases stipulated by the USSA legisla· 
tlon-by trlbunals of state arbltratlon 

ln this conneetion Article 9 of the USSA Law of 
November 30, 1979 "On State Arbltratlon ln trte 
LISSA" (Vedcmostl Verkhovnogo Sovet a SSSA, 197Q. 
No. 49, Art 844) shall be amended to Inelude after the 
words "and organlzatlons" the words "JOint ventures. 
international ama~gamatlons and organlzatlons of the 
USSR and other CMEA member·countrtes " 

Chairman of the Presidium 
of the USSR Supreme Soviet 

A.GROMYKO 

Secretary of the Presidium 
of the USSR Supreme Soviet 

T. MENTESHASHVILI 

The Kremlin, Moscow. January 13. 1987 No 6362·XI 

Reproduced with permission. APPENDIX B 

Decree of the USSR Council of Ministers 
On the Establishment ln the Territory of the USSR and Operation of Joint 

Ventures, International Amalgamations and Organizatlons of the USSR and other 
CMEA Member·Countries. 

For the purpose of intensification of the soclalist 
economic Integration, consolidation of the seientific, 
technologieal and industrial potentials of the member· 
eountries of the socialist community, the USSR Couneil 
of Mini~ters hereby decrees: 
1. The permanent bodies of the USSA Council of 
Ministers, USSA ministrles and government agencies 
and CounClls of Mlnlsters of Union Republics to proceed 
actively ln establlshing in the Soviet Union Joint ven­
tures, international amalgamations and organizatlons of 

10 

the USSA and other CMEA member-countrtes (hereinaf· 
ter "joint ventures, international amalgamations and 
organ Izations' '). 

1. Main Objectives and Procedure for Establishment of 
Joint Ventures, International Amalgamations 

and Organizatlons 

2. Joint ventures shall be established to carry out 
production, scientific production, scientlfic tech. 
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nological and other economic activities in industry, 
science, agriculture, construction, trade, transportation 
and other fields of the national economy. 

Jo:nt ventures (production enterprises, trading flrms, 
commercial introduction and service organizations) 
shall engage in economic activities on their own behalf 
using common socialist property in the interests of the 
partners therern. 

International amalgamations shall be established to 
coordinate production, sClentific production and other 
economic activlties undertaken by their partllers in m­
dustry, science, agriculture, construction, trade, trans­
portatlon and other fieids of the national economy. 

International amalgamations shall maintaln national 
ownershlp of the property of the partners and eonduct 
their actlvltles under the coordinated pfans of the part­
ners and the common plai's of the international amal­
gamation. Where necessary. partners may partially mer­
ge thelr property ta carry out economic activities. Part­
ners may establish, on the basis of common socialist 
property. JOint organizatlons (research. design. etc.) to 
conduct sClentlhc re~earch. develop designs and en­
gage ln othe.r actlVlties 10 thelr mterests. 

3 JOint ventures, international amalgamations and 
organlzatlons shall be estabhshed ln the USSA terntory 
under Interstate and Intergovernmental treatlEs of the 
USSR 

ln cases provlded by mterstate or intergovernmental 
treatles of the USSR. Indlvidual JOint ventures. In'erna­
tlonal amalgamations and organlzations of the USSR 
and CM EA member-COUlltries may be established under 
an international treaty of the USSR of an interdepart­
mental character or under an economic contract. 

JOint ventures. international amalgamations and 
organizatlons shall be gUlded in their activlties by the 
Decree of the Presidium of the USSR Supreme Soviet of 
May 26. 1983 "On the Operation in the Temtory of the 
USSR of JOint Economie Organlzatlons of the USSR and 
other CMEA Member·Countnes" (Vedomostl Verkhov­
nogo Sovera SSSA. 1983. No. 22. Art. 330), by the Decree 
of the PreSidium of the USSR Suprema Soviet of Januarl 
13 1987 'On Questions concernJng the Establishment in 
the Temto 1 of the USSA and Operation of Joint Ven­
tJres, In~ernatlonal Amalgamations and Organlzatlons 
wlth the Participation of Soviet and Foreign Orgamz­
aMns, Flrms and Management Bodies,"· by the present 
Cecree and other leglslatlve acts of the Union of Soviet 
Soclallst Repubhes and the Unlo., Republics wlth excep­
tIOns provlded for ln ,"terstate and intergovernmental 
agreements to whrch the USSR is a party. 

4 Proposal~ for the establishment of joint ventures, 
international amalgamations and orgamzations together 
wlth drafts of contracts and statutes (herelnafter "found­
allOn documents"), and ln the case of a JOInt venture­
wlth feaslblhty studles, shall be submitted by organlz­
allons concerned to mlOlstrleS and government agen­
cles. wlthln the system of whlch they operate. MJnlstnes 
and government agencles of the Umon Republics shall 
submlt su ch proposais to the Counells of Mlnlsters of 
the., Repubhcs 

The aforesald mlnlstnes and government agencles of 
the USSR and CounClls of Mlnlsters of Union Republlcs 

- Se" vecomOStl verkhovnOQO So"ela SSSR 1987 No 2 Art 35 

shall agree upon the proposais wlth the USSR State 
Planning Commlttee, the USSR Ministry of Finance and 
other ministries and government agencies concerned. 

The agreed proposais for the establishment of Joint 
ventures shall be submitted to the USSR Councll of 
Ministers, and ln the case of International amalgam­
ations and organlzations-to the approprlate permanent 
body of the USSR Council of Mlnisters. 

5. Ministrles and government agencies, withln the 
system of whlch operate Soviet partners ln joint van­
tures, international amalgamations and organlzations, 
shall set up such joint ventures, amalgamations and 
organizatlons wlth the purpose to improve the utillzation 
of the scientlfic production potentlal of CMEA member­
countries, to satlsfy more fully domestlc requirements 
for certain types of manufactured products, raw mater­
ials and foodstuffs, to aWact advanced forelgn equlp­
ment and technologies, management expertise, 
addltional material and tinanclal resources to the USSR 
national economy, to expand the national export sector, 
to reduce superfluous Imports for freely convertible cur­
rency 

II_ Partners in, Pro pert y and Rlghts of Joint Ventures, 
International Amalgamations and Organizltlons 

6. One or more Soviet enterpnses (amalgamations 
and other organ/zatlons) whlch are legal entitles, and 
one or more organlzations of other CMEA member·coun 
trIes whlch are legal entlties may he partners ln a JOint 
venture, International amalgamation or organlzatlon 

Where necessary, management bodIes of the USSR 
and other CMEA member-countnes may also be partners 
in Joint ventures. 

ln these cases para. 17 of thls Deeree shall be applled 
with due regard to the" competence as establlshed by 
leglslatlon. 

7. Joint ventures, international amalgamatIons and 
organizatlons are legal entities under Soviet law They 
may, ln their own name, contract, acqulfe prûpnetary 
and non·propnetary personal rlght5, undertake obllga· 
tions. sue and be sued in courts of Justice, state arbltra­
lIOn and in arbltratlon tribunals. 

8. Joint ventures, international amalgamations and 
organlzations shall have a statu te approved by Its part­
ners. 

The statute shall speclfy the nature and objectives of 
operation of such JOint ventures. amalgamations and 
organlzations, the" legal addresses, the I;st of partners, 
the structure, composItion and competence of manage· 
ment bodies. the declslon·makJng procedure and tt-le 
range of issues te be unanlmously settlee, as wei, as t"e 
liQUidation procedure for jOint ventures, amalgamations 
and organtzations. The statute may incorporate other 
provisions relatad to the speciflc character of operation 
of the 10lOt venture. International amalgamation or 
organlzatlon, unless these are contrary to Sovlel law 

The per.od of operatron of a JOint venture, Interna· 
tlonal amalgamation and organlzatlon sha!! be speclfied 
by the partners ln the foundation documents 

9 As soon as the foundation documents come Into 
force, Joint ventures, mternatlonal amalgamations and 
organisations establJsned ln the terrrtory of the USSR 
shail be reglstered wlth the USSA Minlstry of Finance 
and aCQuire the rlghts ot a legal entlty at the tlme of 

Il 
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reglstratlon 
A notification on the establishment of a JOint venture, 

international amalgamation or organlzatlon shall be pub­
IIshed ln the press 

10 JOint ventures, international amalgamations and 
orgamzatlons are entltled under Soviet jeg.slation ta 
own. LJse and dispose of thelr property ln accordance 
Wlt!1 the objectives of thelr actlvltles and the purpose of 
the pro pert y Thelr pro pert y shall not be requlsltioned or 
confiscated by administrative deciSlon. 

The property nghts of a jomt venture, international 
amalgamation and orgamzation shall be protected under 
Soviet leglslatlve acts protectmg state-owned Soviet 
organlzatlons. Execution can be applled to the property 
of JOint ventures, mternational amalgamations and 
organlzatlons only by a declSlon of bodies empowered 
under USSR leglslatlon 10 hear disputes rnvolvmg such 
JOint ventures, amalgamations and orgarllzallOns. 

The property of JOint ventures, international amalgam­
ations and organizatlons is subject to compul!"ory Insur· 
ance wlth USSA msurance agencles. 

11. If jomt ventures, international amalgamations and 
orgamzatlons are reorgaOlzed their nghts and obliga­
tions shall pass to the assignees. 

12 Industnaj pro pert y nghts belongmg ta Jomt ven­
tures, international amalgamations and organlzations 
are protected by the Soviet law, Including protection in 
the form of patents. The procedure for assignment of 
mdustrial property rlghts to a joint ventllre, international 
amalgamation and organlzation by partners therem and 
by a lOlnt venture, International amalgamation and 
organlzatlon to partners therem, as weil a~ for commer· 
Cial workmg of these nghts and thelr protection abroad 
IS deflned by the foundatlon documents. 

13. Join! ventures, international amalgamations and 
orgamzatlons shal/ be liable on their obligations m ail of 
thelr property The Soviet state and partners ln JOint 
ventures, mternational amalgamations and organlZ­
atlons shall not be Ilable on the obligations of such JOint 
ventures. amalgamations and organlzatlons, nor srall 
JOint ventures. international amalgamations and organlz· 
atlons be Ilable on the obligations of the Soviet slate and 
ot the partners thereln 

14 JOint ventures, international amalgamatIOns and 
organlzatlons establrshed ln the terntory of the USSA 
may set up representatlon offices, and joint ventures 
and organlzatlons may also establlsh affillates provlded 
the" toundatlon documents stlpulate the" rlght to do 
50 

Afflilates of JOint ventures and organlzallons set up 
wlth the participation of Soviet organlzations 10 other 
CMEA member·countnes may be establlshed ln the terrr­
tory of the USSA ln accordanc~ wlth the rules which 
apply to the establishment of joint ventures and organiz­
atlons 

Affillates 01 jo,"t ventures and organlzations estab­
Iished 'n the terntory of the USSA and enjoylOg the 
status of legal l'ntltles shall not be hable on the obliga­
tions of Jomt ventures .lnd orgal1izatlons, nor shall these 
jomt ventures and organisations be hable on the obliga­
tions of su ch attillates. 

15. Disputes of JOint ventures, international amalgam­
ations é3:1d organizatlons wlth Soviet state-owned, co·op· 
erative and other publiC organlzations, the" dispute!', 
among themselves, and disputes among partners in a 

12 

JOint venture. international amalgamation and orgamz· 
atlon over matters related to the" actlvltles. shall be 
consldered by trlbunals of State arbltratlOn except 
where other bodies are authonzed by leglslatlon of the 
USSA to conslder such disputes. 

III. Operation of Joint Ventures. International 
Amalgamations and Organizations 

16. The governrng body of a JOint venture, Interna­
tional amalgamation and organlzatlo/l 15 a Coun:11 
(Board) conslstlng of persons appomted by the partners 
The decision-making procedure by the Councll (Board\ 15 

defined by the foundatlon documents 
The operational actlvitles of a JOint venture, interna­

tional amalgamation and organlzatlon are governed bya 
Dlrector General (Management) appolnted by the 
Council (Board). 

The CounCl1 (Board) and the Management shall be 
made up of cltlzens of partlclpatlng countnes The D,rec· 
tor General of a JOint venture, amalgamation. or organlz· 
ation shall be a Citizen of the USSA. 

17. A JOlOt venture, international amalgamation and 
organizatlon shall enter into relations wlth central state 
authontles of the USSA and of tre Union Republlcs 
through authontles superior to tre Soviet partner 10 

such Jomt venture, amalgamation, or organlzatlon Thel T 

contacts wlth local government authofltles an j other 
Soviet organlzations shall be direct 

18. A jomt venture, international amalgamation and 
organization are mdependent ln developlno dnd approv­
mg the" business operatIOn programmes. State bodies 
of the USSR shall not flx any mandatory plans for them 

19. ShlpplOg into and out of the USSA by a jOlOt 
venture, international amalgamation or organlzatlon of 
goods and other property 15 effected under licences 
Issued accord mg to legislatlon of the USSR. 

20 JOint ventures. international amalgamations and 
organlzatlons shall settfe the" accounts and carry out 
flnanclng operations ln rubles, and keep thelr monetary 
assets ln rubles on accounts wlth USSR banks under 
provIsion applicable to Soviet state-owned organlz­
atlons. 

21. Unless stlpulated otherVilse by Interstate or Inter­
governmental agreements ta whlch the USSA 15 a party. 
Joint ventures, international amalgamations and organlz­
atlons shall keep mone!ary assets ln transferable rubles 
and ln forelgn currenCles on accounts wlth the USSA 
Bank for Foreign Trade, the International Bank for 
Economic Cooperation and the International Investment 
Bank, and shall settle accounts ln transferable rubles or 
ln foreign currencles through the USSR Bank for Foreign 
Trade and the International Bank for Economlc Cooper­
ation. 

22. The USSR Mlnistry of Finance by agreement wlth 
competent agencles of countrles concerned, shall 
establlsh procedures and conditions for the conversion 
of currencies ln connectlon wlth the operation of JOint 
ventures, international amalgamations and organlz­
ahons. 

23. JOint ventures, international amalgamations and 
organizatlons shall malntain bUSiness, bookkeeping and 
statistical accountlng in accordance with the standards 
established in the USSA for state-owned Soviet enter­
prises. The forms of such accountlng and bookkeeping 
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sha" be jointly specified by the Ministry of Finance and 
the USSR Central Board of Statlstics. 

Joint ventures, international amalgamations and 
organizatlons shall ta held responslble under Soviet law 
for complYlng with the accounting and bookkeeping 
procedure and for the correctness thereof. 

24. Jomt ventures, international amalg"mlations and 
organlzatlons are entitled to mainta," correspondence, 
as weil as telegraph, teletype and telephone communl' 
cations wlth organizations in other countries. 

IV. Special Features of Operation of Joint Ventures 

25. The property of a joint venture is the common 
soclahst property of the USSR and of the CMEA mem· 
ber-country concerned. 

26. Jomt ventures shall have Ind6pendent balance 
and operate on the basls of full co st accounting, self· 
support and self·financlng. 

27 T'le amount of the authonzed fund of a jOint ven· 
ture. thll shares of partners therem af'ld the procedure for 
ralsmg the authorlzed fund (lncluding foreign currency 
content:)) are deflned by the foundatlon documents. 

The auttlonzed fund of a Jomt venture is formed 'rom 
contnbutlons made by the partners. It can be replenis· 
hed by uSlng profIts denved trom business operation of 
the JOlOt venture and. If necessary. through addltional 
contributIons by the partners. 

Contnbutlons to the auth.orlzed fund of a Joint venture 
may Include bUildIngs, structures. eQuipment and other 
asse!s. nghls to use land. water and other natural re· 
sources. bUildings. structures and E .::julpment, as weil as 
other propnetary rights (tnCludtng thase to work Invenl· 
Ions and use know·how). money assets in t"e currencles 
of .the partners' t..Juntnes. In transferable rubles and ln 

freely convertible currency 
The contributIon of partners to the authom.ed fund of 

a JOInt venture IS evaluated ln rubles accordlng to torelgn 
trade prlces speclfled by regulatlons ln force WlthlO the 
CMEA ln the absence of such pnces the value of con· 
trrbutE'd property shall be agreed by the partners. 

28 EQulpmenl. matenals. and other property Import· 
ed to the USSR by forelgn partners ln a joint venture as 
the" contributIon to the aulhonzed fund of a JOlOt ven· 
ture are exempt from custom dutle'i. 

29 Partners ln a JOlOt venture shall have the nght to 
asslgn by common consent. the" shares in the JOIOI 
venture fully or partlally to thlfd parties. In each par· 
tlcular case the asslgnment IS effected wlth an endorse· 
ment of Ihe State Foreign Economlc Commission of the 
USSR Councl' of Mtnlsters. SovIet partners have the 
pnonty flght 10 aCQUIre shares of forelgn partners. 

30 Pnonly sha" be g/ven 10 JOint ventures ln regard to 
supplies and market lOg of thetr products through the 
wholesale system or through Ihe supply system of the 
approprlate branch of the USSR economy, or through 
approprlate SovIet forelgn Irade organlzatlons 

Where JOint ventures are Incorporated lOto the USSR 
system of supplies. they shall obtam and sell products 
and servIces ln the USSR at wholesale or contractual 
p"ces aCCOtdn19 ta the procedure estabilshed ln the 
L'SSP 

W.,ere JOInt ventures rece/ve supplies through USSR 
lore:gn trade organlzatlons. t"ey sha/l obtam and sell 
product~ and servIces at torelgn trade pnces 

Specifie forms of provldlng supplies to joint ventures 
and of the marketing of thelr products and services shall 
be stipulated in the foundatlon documents. 

31. The deSign and construction ot Jolllt ventures' 
faellities, Includlng thos. Intended tor social needs, 
shall be etfected through contractual arrangements and 
paid for with the joint ventures' own or loan money. 
Project designs and Itemlsed IIsts of construction pro· 
jects are approved b~ joint ventures. Prlor to approval, 
designs shall be agreed upon under the procedure 
establlsned by the USSR State Building Committee. 

Orders from joint ventures shall racaive priorlty both 
as regards limits on constructlon/assembly work to be 
carrled out b}l Soviet constructlon/assembly organl1' 
atlons, and as regards materiaJ resources reQulred for 
the construction. 

32. Cargoes of JOint ventures shall be Iransported 
under the procedure establlshed for Soviet organlz' 
ations. 

33. When conductlOg export and Import operations ln 
connection with their activities. loi nt ventures shall have 
the right ta agtee prices for thelf products and ta con· 
tract to Import with payments to be made out of their 
own or loan foreign currency assets. 

The aforesald contraets may be also concluded by 
toreign trade organizatlons under agreements with jOint 
ventures. 

34. The State Bank of the USSR and the Bank for 
Construction of the USSR have the right to establlsh, 
where neeessary. a special procedure for application for 
credits by, and granting credits ta, Joint ventures, the 
terms made avallable to them to be at least as favourable 
as those glven to comparable Soviet state·owned organ· 
Izations. 

Joint ventures, where necessary, may use credIts on 
commerCIal terms in transferable rubles and ln forelgn 
currencles trom the USSR Bank for Foreign Trade. the 
InternatIonal Investment Bank or the InternatIonal Bank 
for Economic Cooperation, or wlth the consen' of the 
USSR Bank for Foreign Trade, trom forelgn banks or 
firms. 

35. USSR banks shall be authorlzed ta check if credIts 
extended to a JOint venture are used for speclfled pur· 
poses, are secured, and repald ln due lime. 

36 Products of a JOint venture Shclll be allotted among 
the partners ln proportIon to each partner's share of the 
ai..thortzed fund or by mutual consent. The foundat/On 
documents shall deflne the aHotment procedure 

37 A JOlOt venture shall make depreclation payments 
under regulatlon applying to state·owned SovIet organ· 
IZi.'ions unless a dlfterent system is stlpulated by the 
foundation documents. The sums thus accumulated 
shall rema:n at the JOlOt venture's disposaI. 

38 A JOInt venture shaH form a reserve fund and other 
funds necessary for Its operation and the social needs of 
its personnel 

Deductions trom profits shall be added 10 the reserve 
fund untll the lalter totals 25 per cent of the aulhorrzed 
fund of the 10lnt venture. The amount of annual dE:duc· 
tlons shall be defined by the foundatlon documents. 

The list of other funds and the way Ihey are formed 
and used shall be speclfled by the foundatlon docu· 
ments 

39 The profIts of a Jomt venture. less the amount to 
be approp"ated by the USSR national budget and sums 

13 

1 
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allocated to form and bulld up the JOint venture s funds 
shaJi be dlstnbuted among the partners ln proportion to 
each partner's share ln the authomed fund, un Jess 
otherwlse stlpulated ln the foundatlon documents 

Profits ln freely convertible currenCles exceedlng the 
reqUirements of a JOint venture may be dlstnbuted ln the 
same proportion (subJect ta a declslon of the governlng 
body) wlth appropnate relmbursement ln transferable 
rubles 

40. Foreign partners ln a JOint venture are guaranteed 
that amounts ln tra'nSferable rubles and in forelgn cur­
rencles due ta them as thelr share ln 11stnbuted profits 
ot the Joint venture are transferable aoroad. as weil as 
the share of dlstnbuted profits due ta a partner ln treely 
convertible currencles. 

41 ln order ta enable partners ln a JOint venture ta 
exercise thelr supervision nghts, the foundatlon docu­
ments shall stlpulale a procedure for provlding partners 
wlth information related ta the operation of a Joint ven­
ture, the status of ItS property. Its profits and losses 

A JOint venture may set uo an auditlng service ta be 
formed ln the manner establlshed by the foundatlon 
documents 

42 The audltlng of finance, bUSiness and commercial 
actlvltles of Joint ventures shall be carrted out for a 
consideration by the Soviet audlling organlzatlon 
operatlng on a self-supportlng basis 

V. Taxation of Joint Ventures 

43 JOint ventures shall pay taxes at the rate of 30 per 
cent of thelr profit remalnlng after deductlons to thelr 
reserve and other funds Intended for the development ot 
production, sCience and technology Sum pald ln taxes 
shall be appropnated ta the USSR national budget. 

JOint ventures shall be exempt from taxes on thelr 
profits dunng the two Initiai years of thelr operation 

The USSR Mlnlstry ot Finance shall be authortzed ta 
reduce the tax rate or ta completely exempt tram tax 
InGlvldual payers 

44 The assessment of the profit tax shall be effected 
bya 10lnt venture 

The amounts of the advance tax payment for a current 
year shaH be declared by a JOint venture on the basls of 
ItS financlal plans for a current year 

Tt'le assessment of the final tax amount on the profil, 
actually made dUring the explred flnanClal year, shall be 
etfected by the JOInt venture nol later than March 15 of 
the year followlng the year under revlew 

45 FinanClal authontles are empowered ta verity tax 
calculatlons prepared by JOint ventures 

Overpald taxes for the explred year can elther be set 
off agalnst current tax payments, or refunded to the 
payer at the latter's request. 

46 The amount of the profit tax declared for the cur­
rent year shall be transferred to the budgel by equal 
instalments not laterthan 15 days before the end of eacf, 
quarter The final amount shall be pald not laler than 
April 1 of the year fOllowing the year under review. 

Delayed payments shall be charged al the rate of 0 05 
per cent for every day of delay 

Collection of the sums of the tax not paid ln time shall 
be carned out conformably to the procedure prescribed 
ln regard of forelgn legal persans by the Rules on Collec­
tion of Delayed Taxes and Non-tax Payments, endorsed 
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by the Decree of the Presidium of the USSR Supreme 
Soviet of January 26. 1981 (Vedomostl Verkhovnogo 50\­
eta 5SSR. 1981. No 5 Art 122) 

47 A 10lnt venlure has the flght 10 appeal agalr~.' 

actions of flnanClal authonlles ln regard ta tax cOI:er -
tian An appeal IS lodged wlth tne tlnanclal authofltj 
whlch verifies the tax calculatlon Each "'ase shall be 
declded wlthln one mon th tram the day the appeal 15 

lodged 
.4. JOInt venture IS entltred ta appeal agalnst the rullng 

before a super/or flnanclal authonty wlttlln one month 
from the day of the rullng. 

The lodglng of an appeal does not stop paylng the :3)< 

48 Unless otherwlse provlded for by a treatv betwee" 
the USSR and respectIve forelgn state, the part of the 
profit due to a forelgn partner ln a 10lnt venture shall be 
taxed, If transferred abroad. at the rate of 20 per cent 

49 The aforementloned taxation procedure 15 applled 
ta profIts made by 10lnt ventures establlshec ln the 
terntory of the USSR and by located ln the USSR afflil 
ates of JOint ventures estabhshed wlth the particlpatlC:1 
of Soviet organlzatlons and management bodies ln othe' 
countnes. as a result of the/( operation both ln tt'e 
terntory of the USSR. on ItS continental shelf. In thp 
USSR economlc zone and ln the terntory of other coun· 
tnes. 

50. Regulations regardlng the taxation of JOint ven· 
tures shall be Issued by the USSR Mlnlstry of Finance 

VI. Special Features of Operation of International 
Amalgamations and Organlzations 

51. International amalgamations and orgarllzatlons 
shall have Independent balance (budget) and shall 
operate on the participants' contributions 

52. A flnancral funû evaluated ln rubles and transfer 
able rubles shall be formed ta finance the operation cf 
international amalgamations and organlzatlo,1s ln· 
cludlng staff operatlng expenses and relmburserne'1t fer 
bUSiness tnps of SI eClallsts ln connectlon '/Iith JOint 
élctlvltles 

The slze of the flnanclal fund of an International amal· 
gamatlOn or organlzatlon and the procedure for Its raiS' 
mg (tncludlng torelgn currency contents) shall be speci' 
fied ln the statu te of the international amalgamation and 
organlzatlon. 

Monetary assels ln tne currencles of partlclpatlng 
countnes, ln transterable rubles and ln freely convertible 
currenCles may be appropnated for the flnanClal fund 

Contnbutlons of partners ta the property of the JOint 
organlzation may al 50 Include buildings structures. 
equipment and other assets, nghts ta use bUildings. 
structures, eqUipment, as weil as other propnetary 
nghts (includlng those ta work inventIOns and use know­
how). 

Assets contnbuted by partners as the" shares are 
evaluated according ta foreign trade pnces speclfred by 
regulations in force wlthln the CMEA ln the absence of 
such priees the value of contnbuted property shall be 
agreed by the partners. 

Soviet partners ln international amalgamations and 
organlzations may contnbute ta the financlal fund out of 
credits granted ta them by the USSR State Bank and the 
USSR Bank for Foreign Trade. 
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53. Foreign partners are guaranteed that su ms in 
transferable rubles and in toreign eurreney due to them 
as a result of the liquidation of an international amal­
gamation and organlzation are transferable to their 
countries. 

54. When eonducting export and import operations in 
connectlon wlth their actlvlt/es, international amalgam­
ations and organizattons shall have the nght to agree 
priees for products of cooperation and to contraet to 
import wlth payments to be made out of their own or 
loan torelgn currency assets. 

Con tracts tor reclprocal deliveries of products of co­
operation wlthin an international amalgamation and 
organlzation shall be concluded by the partners. 

5~. International amalgamations and organlza! ions 
shall have the nght to agree priees and eontract on the!r 
own behalf to Import licences. know-how, samples, sup, 
plies. process equlpment, and other produets and ser­
vices necessary for thelr operation. 

JOint orgamzatlons also have the rrght to agree prlces 
~nd contraet on thelr own behalf to export selentlfie and 
technologleal developments. 

The aforesald contraets may also be concluded by 
forelgn trade organlzatlons under agreements wlth inter­
national ama!gamatrons and orgamzatlons. 

56. In conductlng thelr own economlc activities on 
the basis of the property merged by the partners thereln 
parallel wlth co-ordination of aetlvlties of the partners, 
international amalgamations shall be guided by applic­
able provIsions ot thls Oecree ln regard to the establish­
ment and operation of Jomt ventures in the USSR terri­
tory. 

VII. Personnel of Joint Ventures, International 
Amalgamations and Organizatlons 

57 The pay. routine ot work and recreatlon, social 
secunty and social Insurance of Soviet employees of 
JOint ventures, International amalgamations and organlz­
atlons shall be regulated by Soviet leglslatlon. ThiS 
leglslatlon shall also apply ta foreign citizens employed 
at JOint ventures, International amalgamations and 
orgaOlzatlons, unless otherwlse stlpulated by an Inter· 
state or Intergovernmental treaty to which the USSR 15 a 
party 

58 JOint ventures, International amalgamations and 
organlzaliOns shall make contribullons to the USSR 
national budget for state·sponsored social ,"surance 
(secunty) of Soviet and forelgn employees, ln accord­
ance wlth rates estabhshed for state-owned Soviet 
organlzatlons. 

59 The management ot a 10lnt venture shall conclude 
collective agreements wlth trade-union organizations 
formed al the enterpnse. The contents of these agree­
ments Includlng provISions for the social needs of the 
personnel, are deflned by Sovret legislation and by the 
four.datlon documents. 

60 The pay of torelgn employees of a jOint venture, 

International amalgamation and organlzatlon la subject 
to income tax at the rate and ln accordance with the 
procedure set up by the Oecree of the Presidium of the 
USSR Supreme Soviet of May 12. 1978, "On the Income 
Tax Levied on Foreign Le~al and Physical Persons" 
(Vedomostl Verkhovnogo aoveta SSSR, 1918. No_ 20. Art. 
313). The unutll/zed portion ot torelgn employees' pay 
may be transferred abroad in the approprlate foralgn 
currancy. 

VIII. Liquidation of Joint Ventures, International 
AmalgamatIons and Organlzatlons 

61. A joint venture, international amalgamation or 
organizatlon may be liquldated in cases and ln the man­
ner stlpulated by the foundatlon documents, and al 50 by 
a decision ot the USSR Counell of Mlnisters if the ac­
t/vitles thereot are not consisîent with the objectives 
deflned by these documents. A notification of liquida­
tion of a loint venture, international amalgamation and 
organizatlon shaH be published in the press. 

62. In the case of liquidation or upon withdrawal trom 
a joint venture, international amalgamation or organlz· 
ation the forelgn partner shall have the nght to return hls 
share ln money or in klnd pro rata to the residual balance 
value of his contribution at the moment of liquidation of 
the jOint venture, amalgamation or organlzatlon, after 
discharging his obligations to the Soviet partners and 
third parties. 

63. The liqUidation of a JOlOt venture, international 
amalgamation and organizatlon shall be reglstered wlth 
the USSR Minlstry of Finance. 

. . . 
64. ThiS Oecree sha// also apply to establishment in 

the terntory of the USSR of JOint ventures, rnternatlonal 
amalgamations and organizatlons wlth socrallst non· 
CMEA member-countnes. SpeCial rules for Its applica­
tion shall be establlshed by the Stata Foreign Economie 
CommiSSion of the USSR Councll of Minlsters, and 
where necessary, approprlate proposais shall be submlt· 
ted to the USSR Council of Minlsters. 

65. Oeeree ot the USSA Councii ot Mlnlsters of May 
26, 1983, No. 464 "On the Revision Procedure tor Pro­
posais regardlng the Establishment of JOint Economlc 
Ventures of the USSR and other CMEA Mp,mber-Coun­
tnes tn the Territory ot the USSR" (SP SSSR, 1983, NO. 
16, Art. 80) is hereby annulled. 

Chairman of the USSR CounclJ of Mln/sters 
N. RYZHKOV 

Manager of Operations of the USSR Councll of Mlnisters 
M. SMIRTIUKOV 

The Kremlin, Moscow, January 13, 1987, No. 48 

Source: (1987) Forelgn Trade (English edltlon of 
Vneshnlala Toryovlla) Supplement ta No. 5 dt 10-15. 

Reproduced with permission. • •• 
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APJ!.EJim C 
Decree of the OSSA Council of Ministers 
On lile Establishment in the Territory of the USSR and Operation of Jomt 
Ventures wlth the Participation of Soviet Organizations and Firms from 

Capitalist and Developing Countries 

For the purpose 01 further development 01 trade, 
economlc, SClentlllc and technlcal cooperation wlth capl­
tallst and developlng countnes on a stable and mutually 
beneflclal baslS, the USSR Councii 01 Mlnlsters. hereby de 
crees 

,_ General ProvIsions 

JOint ventures wlth the participation of Soviet organlZ­
atlons and Itrms of capltahst and developlng countnes 
(herelnafter "Joint ventures") shall be establlshed ln the ter­

ntory of the USSR wlth the authortzatlon of the USSR 
Councii of Mlnlsters and on the basls of agreements con­
cluded by partners thereln 

JOlf1t ventures shall be governed ln thelr actlvltles by the 
Decree of the Presidium of the USSR Supreme Sov,et 01 
January 13, 1987, "On Questions Conc.ernlng the Establish­
ment ln the Terntory of the USSR and Operation of JOint 
Ventures, International Amalgamations dnd Organlzatlons 
wlth the Partlclpatlofl of Soviet and Foreign Organlzatlons, 
Flrms and Managem~nt Bodies,"· by thl!j Decree and other 
legl5latl'/e acts of the Union of Soviet Soclallst Republlcs 
and Union Republlcs wlth exceptions provlded for by '"ter­
state and tntergovernmental agreements, whlch the USSR 15 

a party 10 

2 Proposais ln respect of the establishment 01 JOint ven­
tures wlth feaslbliity studles and draft loundatlon docu­
ments annexed thereto shall be submltted by Soviet organlZ­
atlons concerned to Mlnlstnes and government agenCles, 
under whlch Ihey operate Mtnlstnes and government agen­
cles of the UnIOn Republlcs shall submlt such proposais ta 
the CounClls of Mtnlsters of thelr Republlcs 

The aforesald Mlnlstnes and government agencles 1f the 
USSR and the Counclls of Mrnlsters of Union Republlcs 
shall agree upon the proposais wlth the USSR State Plan­
ning Commlttee, the USSR Mlnlstry of Finance and other 
Mlnlstfles and government agencles concerned 

The agreed proposais for the establ,shment of Jornt ven­
tures shall be submltted to the USSR Councii of Mlnlsters 

3 Mlnlstnes and government agenCles, wllh," the sys 
tem of whlch Soviet partners ln jornt ventures operate, shall 
set up JOint ventures wlth the purpose to satlsfy more fully 
domestlc requlrements for certarn types of manufactured 
products, raw materrals and foodstufls, to attract advanCE:d 
forelgn equlpment and technologies, management exper­
tise, addltlonal materral and flnanclal resourees ta the USSA 
national economy, to expand the national export sector and 
to reduce superlluous Imports 

Il. Partners in, Property and Rights of Joint Ventures 

4 One or more Soviet enterprtses (amalgamations and 

• See Vedem05!1 Verk.hOvnogo Sovera SSSR, t987, No 2 Art 35 
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other organlzatlons) whlch are legal entltles, and one Jr 

more (orelgn "rms (companles, corporatIons and other 
organlzatlons) whlch are legal entltles may be partners ln a 
jornt venture 

5 The share of the Soviet side ln the authoflzed fund 'JI a 
jornt venture shall be not less than 5î per cent 

6 Jornt ventures are Jagal entltles under Soviet law They 
may, ln therr own name, contract acqutre proprretary and 
non·propnetary personal rrghts, undertake obligations, sue 
and be sued ln courts of Justice and ln arbltratlon trtbuna/s 
JOint ventures shall have Independent balance and operace 
on the basls of full co st accounttng, self support ana self 
frnancmg 

7 A jornt venture shall have a statute approved by I:S part· 
ners The statute shall speclfy the nature of the JOlrt ven­
ture, the objectlvgs 01 Its operation, Its legal address the IISt 
01 partners, the amount of the authorrzed lund, the snares of 
partners therem, the procedure for ralsrng the authCrtzed 
fund (Includlng forelgn eurreney contents), tne structure 
compOSitIon and competence of the venture s manageme'1t 
bodies, the declSlon maklng procedure, the range of Isst,;es 
to be unanlmously settled, and the JOint venture IlquldatlQ'1 
procedure The statute may Incorporate other provlsIQr1S re­
lated ta the specifie character of JOint venture 5 operations 
unless these are contrary ta Soviet law 

8 The penod of operation 01 a 10lnt venture shall be 
speclfled by ItS partners ln an agreement on tne esté1bllsh 
ment thereof or ln the JOint venture's statute (re'elnaf:er 
"foundatlon documents ) 

9 As soon as the foundatlon documents come rte :orce 
JOint ventures establlshed ln the terrttory ot the ~SSR shail 
be reglstered wlth the USSR Mlnlstry of Finance ana acqUire 
the nghts of a legal entrty at the tlme of registratlOn A notifi­
cation on the establishment 01 10lnt ventures shall be ~ub­
Iished ln the press 

10 The authorrzed lund 01 a JOint venture IS formed "0'11 

contributions made by the partners It can be re~!enlsh9d by 
UStng profits denved from bUSiness operation of tr.e ;olnt 
venture and, If necessary, through addltlOnal confrtbutlons 
by the partncfs 

, 1 Contnbutlons to the authonzed fund of a JOint venture 
may Include buildings, structures, eql.'lpment and other 
assets, nghts to use land, water and other natural resources, 
buildings, structures and equlpment. as weil as other pro­
pnetary r:ghts (Includlng those to wor/< inventions and use 
know-how), money assets ln the currencles of the partners' 
countrles and ln freely convertible currenCIHS 

12 The contrrbutlon of the Soviet partner to the 
authonzed fund of a JOint venture IS evaluated ln rubles on 
the basls of agreed ï:lrIce:; wlth due regard ta world market 
priees The contrrbutlon of the forelgn partner 1$ evaluated ln 
the same manner, wlth the value of the contribution betng 
converted ta rubles at the offiCiai exchange rate of the USSR 
State Bank as of the date of slgnrng the JOint venture agree­
ment or as ot any other date agreed by the partners ln the 
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absence of world market pnees the value of contnbuted 
property IS agreed by the partners. 

13 Equlpment, matenals and other property Imported IO­

ta the USSR by !orelgn partners 10 a JOint venture as thelr 
contnbutlon ta the authorlzed fund of the venture are 
exempt trom custom dutles 

14 The property 01 a JOint venture IS subrecl 10 compul" 
sory Insurance wlth USSR IOsurance agenCfes 

15 A JOint venture IS entltled under Soviet legl51atlon ta 
own. use and dispose 01 ItS property ln accordance wlth the 
objectives of Its actlvltles and the purpose of the property 
The property of a jOint venture shal! not be requlsltloned or 
conf,scated ln the administrative arder 

The property flghl') 01 a jornt venture shall be protected 
under Soviet leglslatlon protectlOg state·owned Soviet 
organlzatlons Execution can be applied to the property of a 
jomt venture only by a declslon of bodies empowered under 
USSR leglslatlon to hear disputes IOvolvlng jOlOt ven,ures 

16 Partners 10 a JOint venture shall have the fI~;'t to 
assign by common consent thelr shares ln the JOint venture 
lully or partlally 10 thlrd parties ln each partlcular case the 
asslg'1ment IS ettected wlth an endorsemenl of the State 
Foreign Economlc Commission of the USSR Council of 
Mlnlsters Soviet partners have the pflonty nght to acqulre 
shares of forelgn partners 

If a JOint venture IS reorganlzed ItS flghts and obligations 
sha/l pass ro the asslgnees 

1 ï fndustflal property nghts. betonglng to 10lnt ventures 
are flrotected by the Soviet law. llîcludmg pro/ectlon ln the 
form ot patents The procedure lor the a5sIgnment of Indus­
tnal property nghts to a jOlOt venture by partners thereln and 
bya jomt venture to partners therem. as weil as for commer" 
cial worklng of thase Tlghts and thelr protection abroad 15 

deflned by the loundalion documents 
18 A JOint venture shall be Ilable on It" Ob/tg::ltlons ln ail 

ot Its property 
The Soviet State and the partners ln a JOint venture shalt 

not be :Iable on Its obligations nor shall a JOint venture be 
Ilable on the obligations 01 the Soviet State and of the part· 
M'S ln tlie venture 

At!lliates 01 10lOt venture establlshed ln the terr/tory 01 tt1e 
USSR. whlch are legal entilles. shall not be /table on the 
obligations of fOlnt ventures. nor shaH JOint ventures be II· 
able on Ine obligations of Su ch alflliates 

19 JOJOt ventures establlshed ln the terntory of the USSR 
may sel up alfillares and repr€se"tatlon offices provlded 
the" foundatlon documents stlpulate the/( nght ta do sa 

Affillares ot 10lnl venturE'S set up wlth the partiCipatIOn 01 

Soviet organlzatlons ln other cou nt fies shall be establlshed 
ln the terntory of the USSR 10 accordance wlth the rules 
whlch aoply ta the establishment of JOint ventures 

20 Disputes between a )Olnt venture and Soviet state·ow· 
ned cooperaI Ive and other public organlzatlons. dlsoutes 
among 10lnt ventures. and disputes among partners ln a 10lnl 
venture over matters relaled to Its actlvltles shafJ be 5ett/ed 
accordmg to leglslatlon of the USSR elther by the USSR 
courts or by common consent of bath sides. by an arbitra" 
tlon tf/bunal 

III OperatIon of JOint Ventures 

2' The çovernlng body of a 10lnt venture IS a Board con· 

Slsttng of persons apPolOted by the partners. Ils deciSion" 
maklng procedure IS defined by the foundatlon documents 

The operatlonal actlvitles of a JOint venture are governed 
bya Management conslsttng of Soviet and foretgn cltizens 

The Chalrman of the Board and the Dlrector"General shali 
be cltlzens of the USSR 

22. A jOlOt venture shall enter lOtO relations wlth central 
state authorttles of the USSR and of the UnIOn Repubilcs 
through authontles super/or to the SovIet parlner ln the jOint 
venture. Its contacts wlth local government authontles and 
other Soviet organlzations shall be direct 

23 A jOtnt ventUo'e IS IOde pendent 10 developtng and 
approvmg ItS bUSiness operation programmes Stato bodies 
of Ihe USSR shall nol Ilx any mandatory plans lor a JOint ven· 
ture nor shall they guarantee a market for Ils products 

24 A 10lnt venlure IS entltled to transdct Independently ln 
ex port and Import operations necessary for Its bUSiness ac· 
tlvltles, mcludlOg export and Import operations 10 Ire 
markets of CMEA member·countrles 

The aforementloned export and Import operations may al 
50 be effected through Soviet forelgn trade organl13tlons or 
market mg networks of torelgn partners under conlractual 
arrangements 

Shlppmg lOtO and out 01 the USSR by a 10lnt venture ot 
goods and other property IS effected under licences Issued 
accordmg ta leglslatlon of the USSR 

A JOlOt venture IS entltled to mamtaln correspondence. as 
weil as telegraph. teletype and telephone communications 
wlth orgamzalions ln other countnes 

25 Ali forelgn currency expendlture5 of a 10lnl venture 
IOcludmg transfer of prollts and other sums due ta toralgrl 
partners and speclallsts shal! be covered by proceeds tram 

sales of the JOint venture's products on forelgn markets 
26 Sales 01 products of a jomt venture on the Soviet 

market and supplies 10 the JOint venture from thls market ot 
eqUipment, raw and other mateflals. components. fuel. ener 
gy and other produce shall be etfected through respective 
Soviet forelgn trade organlzatlons and pald ln rubles on the 

basls of contractual pnces wlth due regard 10 world market 
prlces 

27 If necessary. a JOint venture may use cr<ldlts on 
commerCial terms 

ln torelgn currency - Irom the USSR Bank for Fr;relqn 
Trade or. wlth ItS consent tram forelgn banks and tlrms, 

ln rubles - Irom the USSR Stata Bank or the USSR Bank 
for ForeIgn Trade 

28 The USSR State Bank or the USSR Bank for ForeIgn 
Trade shaH be aulhonzed '0 check If credits extended to a 

JOint venture a'e used for speclfled purposes. are secured 
and repald ln due tlme 

29 Monetary asset~ of a JOint venture shall be depos:teeJ 
on ItS ruble account or currency account wlth the USSR 
State Bank and the USSR Bank for Forfllgn Trade respect 
Ively and shall be used for the purposes of the JOint venture's 
operations The money on the accounts of the JOInt venture 
shal/ bear Inlerest 

ln forelgn currency - dependlng on the world mone'l 
market rates. 

ln rubles - on terms and accordlng to the procedure 
speclf,ed by the L1SSR State Bank 

Exchange raIes fluctuations regardlnç; fore'CJn currunCj 
acCounls of IOlnl ventures and tne" operations ,n forelgn 
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currenCles shall be carned to thelr proflt-and-Ioss accounts 
30 A 10lnt venture shall lorm a reserve lund and other 

lunds necessary for Its operation and for the social needs of 
Its personnel 

Deductions Irom profits shall be added to the reserve fund 
untll the latter totals 25 per cent of the authonzed tund of the 
JOint venture The amount of annual deductlons ta the re­
serve fund shall be deflned by the loundatlon documents 

The Iist of other lundS and the way they are formed and 
used shall be speclfled by the foundatlon documents 

31 The prollts of a jomt venture, less the amounts to be 
approprlated by the USSR national budget and sums allo­
cated to lorm ana replenlsh the jomt venture's lunds shall be 
dlstnbuted among the partners ln proportion to each part­
ner's share ln the authonzed fund 

32 Foreign partners m a 10lnt venture are guaranteed that 
amounts due to them as thelr share ln dlstnbuted profits of 
the lomt venture are transferable abroad ln forelgn currency 

33 JOint ventures shall make depreclatlon payments 
under regulatlons applymg ta state-owned Soviet organlZ­
atlons unless a dlfferent syste:n IS stlpulaled by the lounda­
tian documents The sums thus accumulated shall remaln at 
the JOint vellture's disposai 

34 The design and construction 01 JOint venture's lacli­
Itles, Includlng those Intended for social needs, shall be ef­
fected through contractual arrangements and pald for wlth 
the 10Int venture's own or loan money Prlor to approval, 
design'} shall be agreed upon under the procedure est ab­
Iished by the USSR State BUilding Commlttee Orders from 
JOint ventures shall reC81ve pnorrty both as regards Ilmlts on 
constructlon/assembly work to be camed out by Soviet con­
structlon/assembly organrzatlons and as regards matenal 
resources reqUlred for the construction 

35 Cargoes of jomt ventures shal/ be transported under 
the procedure establlshed for Soviet organlzatlons 

IV Taxation of Jomt Ventures 

36 JOint ventures shall pay taxes al the rate of 30 per cent 
of the" prof 1 t rernaln 1 ng after deductlons to thelrreserve and 
other funds Intended for the development of production, 
sCience and technology Sums pald ln taxes shall be appro­
prlated to the USSR national budget 

JOint ventures shall be exempt Irom taxes on thelr profits 
dUring the two Initiai years of the" operation 

The USSR Mlnlstry 01 Finance shall be authonzed to red­
uce the tax rate or ta completely exempt from tax mdlvldual 
payers 

37 The assessment of the profit tax shall be effected by a 
JOint venture 

The amounts of the adv.J.nce tax payment for a current 
year shall be declared by a JOInC venture on the basls of Its 
f manclal plans for a current year The assessment of the fm­
al tax amount on the profit, actually made durmg the explred 
flnanclal year, shall be effected by a IOlnt venture not later 
than March 1501 the year, followlng the year under revlew 

38 Flnanclal authorltles are empowereC: to verlly tax cal­
culatlons prepared by JOint ventures 

Overplld taxes lor the explred ,ear can elther be set off 
"'\J.J ,:;t ,-"rr 2n, rax pa, ment::;, Of refunaed to t~e payer at the 
latter s reques: 

39 The amount of the profit tax declared for the current 
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year shall be Iransferrea to the budget Dy ecual Irs:al'"le-'S 
not later than 15 days belore the ene of eacr CuJ--e' -~'­

final amount shall be pala not later than Aprl, 1 :;' t:-:e, ;' 
followlng the year under re\ilew 

Delayed payments shaH be charges at Ihe ra'e cf 0 C5 ~er 
cent for every day of delay 

Collection of the sums of the tax not palo ln ~Irre shall te 

camed out conformably to the procedure pres::rr8ed ln 

regard of forelgn legal persans by the Rules on Collectlol' al 
Delayed Taxes and Non tax Payments endorsed t:y the ::;~ 

cree of the PreSidium of the USSR Supreme S'-'vlet ")' 
January 26, 1981 (Vedomostl Verkhovnogo Soveta SSSR 

1981, No 5, Art 122) 
40 A Jornt venture has the nght to appeal agarnst actions 

of finanClal authontles ln regard to tax collection An appeal 
IS lodged wlth the flnanclal authoflty whlch 'Jerlfles the tax 
calculatlon Each case shall be declded wltt1ln one montn 
Irom the day the appeal IS lodged 

A JOint venture IS entltled to appeal agalnst thlS rU:I;'; 
belore a supenor flnanClal authorlty wlthln one month from 
the day of the rulrng 

The lodgrng of an appeal does not stop paylng the tax 
41 Unless otherwise provlded for by a treaty between the 

USSR ~nd respective lorelgn state, the part 01 the :rollt oue 
to a forelgn partner ln a lom! venture shall be taxed ,f tra'1S­
ferred abroad, at the rate of 20 per cent 

42 The aforementloned taxation procedure IS a~plled to 
Income made by JOint ventures estabJlshed ln the temtory : r 

the USSR and by located rn the USSR aftillates 01 JOint ven­
tures set up wlth the partiCipation 01 Soviet organlzatlcns 1'"\ 

other countrres, as a result ot thelr operations bcth ln :--:e 
temtory of the USSR. on Its continental shelf, ln tt'e USSi=1 
economlC zone, and ln the terntory of oUler countrles 

43 Regulations !I~gardlng the taxation of JOint '/PntL.rs.5 
shall be Issued by the USSR Mlnlstry al Finance 

V_ Supervision of JOInt Ventures' Operations 

44 ln arder ta en able partners ln a JOint venture to exer­
cise the" supervision nghts, the foundatlon documen:s 
shall stlpulale a procedure for provlolnç oanners ,vith Ir. 

form"ltlon related to the operation of the JOint ve'1ture :"18 
stale vf ItS property. Its profrts and lasses 

A IOlnt venture may sel up an audltlng service te be '0-

rll1ed ln a manner deflned by the fou~ciatlon docuiTlents 
45 JOInt ventures shall malntalr, bUSiness. baokkeepmg 

and statlstlcal accountlng ln aCClJrclance wlth the standards 
estabilshed m the USSR for state-owned Soviet enterprlses 
The forms of such accountrng and bO"lkkeplng shall be jOlnt­
Iy speclfred by the USSR Mlnlstry of Flnà;-:~e and the USSR 
Central Board of Statlstlcs 

Jomt ventures shall be held responslble under Soviet law 
for complyrng Wlttl the accountlng and bookkeeplng pro­
cedure and for the correctness thereof 

JOint ventures s("Iali not submlt any accountlng or bUSI­
ness l'1formatlon ta the state or other autnontles of forelgn 
coun!nes 

46 The audltrng of finance. bUSiness and commercial ac­
tlvltles of jomt ventures shall be carrred out for a con!:>ldera­
tlon by the Soviet auditmg organlzatlon operatlng on a self­
supportlng basls 
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VI. Personnel or Joint Ventures 

47. The personnel of JOint ventures shaH consist mamly 
01 Soviet cltlzens. The management of a joint venture shall 
conclude collective agreements wlth trade union orgaOlz, 
atlon formed at the enterpnse. The contents of these agree· 
ments Includmg provIsions for the social needs of the per-
sonnel are deltned by Soviet leglslatlon and by the founda­
tlon documents 

48 The pay, routine of worl, and recreatlOn, social secur­
Ity and social tnSurance of Soviet employees of jOtnt ven­
tures shall be regulated by Soviet leglslatlon This legisla­
lion shall also apply ta forelgn cltlzens employed al l0tnt 
ventures, excepl for malters of pay. leaves, and pensions 
whlch are stlpulated by a contract Slgned Wllh each forelgn 
employee 

The USSR State Commlttee for Labour and Social Affalrs 
and the AII·Unlon Central Councll of Trade Unions shall be 
authonzed to adopt special rules for the applicatIon of 
SovIet socIal Insu rance leglslatlon to forelgn employees of 
10lnt ventures. 

49. A 10lnt venture shall make contrtbutlons to the USSR 
national budget for state·sponsored socIal tnsurance of 
SovIet and forelgn employees, as weil as payments for pen· 
Slons for SovIet employees 10 accordance wlth rates estab· 
IIshed for state-owned Soviet organlzatlons. Contributions 
to cover forelgn employees' pensions shalJ be transferred to 
respectIve funds 10 the countrles of thelT permanent resl­
dence (10 these countrles' currencles) 

50 The pay of forelgn employees of a JOint venture IS sub­
lect to Income tax at the rate and ln accordance wlth the pro-
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cedure set up by the Decree of the Presidium of the USSR 
Supreme SovIet of May 12, 1978 "On the Income Tax Levied 
on Foreign Legal and Physical Persons" (Vedomostl Ver­
khovnogo Sovet a SSSR, 1978, No. 20, Art. 313). The un­
utilized portion of forelgn employass' pay may be transfer· 
red abroad in forelgn currency. 

VII. liquidation of Joint Ventures 

51. A joint venture may be liqUidated ln cases ê.nd ln the 
manner stlpulated by the !oundatlon documents, and also 
by a decision of the USSR Councll of Mimsters If the ac· 
tlvit/es thereot are not conSIstent wlth the ob/ectlves 
defined by these documents A notifIcation c' ~ II~jid3t'0'1 
of a JOlOt venture shall be publlshed ln the press 

52. In the case of liqUidation of a 10lnt venture or upon 
wlthdrawal trom It, Ihe torelgn partner shafl have Ihe r1ght 10 

return hls contributIOn 10 money or ln klnd pro rata to the 
reslduai balance value of thls contribution at the moment of 
liqUIdation of the IOlnt ventUle, alter dlscharglng hls obliga­
tions to the Soviet partners and thJrd parties 

53 The liqUidation of a JOint venture shall be reglstered 
wlth the USSR Mlnlstry of Finance 

Chairman of the USSR Councll of Ministers 
N. RYZHKOV 

Manager of Operations of the USSR Council of Mlnisters 
M. SMIRTIUKOV 

The Kremlm, Moscow, January 13, 1987. No 49 

Source: (1987) Foreign Trade (English edition of 
Vneshniaia Torgovlia) Supplement ta No. 5 at 16-19. 

Reproduced with permission. 
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Joint ,enture regulahons 

APPENDIX D 

SOVIET UNION 

DECREE No 1074 

OF THE USSR COUNCIL Of MINISTERS 

189 

ON ADDITIONAL ME.-lSURES TO IMPROVE THE COUNTRY'S EXTERNAL ECONOMIC 
ACTIVITY IN THE NEW CONDITIONS OF ECONOMIC AIANAGEIHENT 

(/7 September /987) 

Excerpts 

On the further Development of Cooperation ~Ith Firms in the Capitalist and Developing Countries and 
Improvement of the Work on the Establishment and Operation of Joint Ventures and Unes of Production 

\VIth the allm of coml~tently rcahLmg the CPSC'~ str,ltcglcal course on usmg the .ldvantages pre­
~cnteJ by the workl dlvl~IÛn ofl.lbour, ofconsohdatmg the LSSR's positIOns m mternatlOnal trade and 
.lpplymg the Jchlt!vemcnts of world sCience .lnd technology ln the natIOnal cconomy It IS consldered 
nccc~~dry to ~uh~tantlLtlly mVlgorate the d(.tlVlty of the CSSR's mmlstnes, dcpartments, eilterpnscs and 
orgal11l.atlans III Jevclopmg cooperatIOn wlth the Cdpltaltst and developmg countncs 

Thc rnIOl~tnc~ J.nd dcpdrtrncnts of the LSSR and the Councils of ~1lOlsters of umon rcpubhcs are 
granted the nght ta mdcpcndcntly t..lke dcuslOns on settmg up on Soviet terntory jomt ventures to­
gether wlth firm~ ln the capltah~t dnd devclopmg countnes 

It I~ c\tdbh~hed that d JOlOt venture by agreement wlth Soviet enterpnses and orgamzatlons shall 
dcterrrune the kmd of LUrrency to be paId m settlements for products reahzed and goads purchased as 
weil d~ the procedure for reallLlng lts products on the Soviet market and for shlppmg gaods from thls 
mJ.rket 

By dgrcerncnt bctwecn the part:clpants 111 cl JOlOt venture thelr contnbutIons to be duthonzed fund 
may be d~<;C~5cJ III bath Soviet ,.lOd forcign currcncy 

It I~ consldercJ c'~pedlcnt to apprecIably expand the coumry's cooperation wlth the capltahst and 
Jcvelopmg countnes firm~ dbroad ln the fields of sCIence and technalogy, trade, finance. serVices, 
toumm ,mJ ddvertlsmg ,.lOd wlth thiS purpose m mmd ta practise the establishment of jomt rcsearch 
and deSign organll:atlOlls, cngmcenng, sales and ddvertlsmg firms, jomt servlcmg and repalr of exported 
mdch1l1cry, sendmg of ~killed speclahsts and workers, purchase of shares, bonds and other secuntles, 
thclr Is~ue .1nd f1oJ.tdtlOn 

On the Further Development of Economic Methods for Managmg the Country's External Economic 
Ties 

\Vith ,1 \ lew to rdl~1l1g the mtcre~t of forcign partners m settmg up jomt ventures on the terntory 
of the L 55 R, It Will he pO~~lble to exempt these ventures from paymg tax on profits dunng the first two 
~ Cdf'; t'rom the moment oC showmg dec!ared profits. 

Source: United NatlOns Econonne ComnllSSlon for Europe, East West 
JOlnt Ventures; Economlc, Buslness, Flnanclal and Le~al 
Aspects (New York: Unlted Natlons Publications, 1988 at 189. 

Reproduced with permission. 
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APPENDIX E 

PRINCIPLES GOVERNING THE ESTABLISHMENT AND ACTIVITIES 
OF JOINT COMPANIES CONSISTING OF CZECHOSLOVAK CORPORATIONS 

AND COMPANIES FROM NON-SOCIALIST COUNTRIES 

1. GENERAL PRINCIPLES 

1.1. Fields wherein Common Organisations May Be Active 

Common organisations may be created and may be active only ln the field of 
IOdustrial production (of the Czechoslovak national economy) and ln the sphere 
of tourism. 

1.2. Participants in Joint Ventures 

Only the followlng may partlclpate ln a jOint venture (common organisation), 
to Wlt: 

a) Czechoslovak manufacturlng soclalist organisations (hereln- after referred to 
as "the Czechoslovak participant"); and 

b) forelgn physical persons or corporations whose domicile and/or seat (place of 
business) Is ln a 10n soclallst country (herelOafter referred to as "the forelgn 
participant' '). 

1.3. Legal Form 
Legal relations deallng wlth the creation, actlvltles and/or wlnding up of 

common organisations must be subJect to Î-:_ ... iloslovak law. A common organ­
Isation may be created as a bo'lf c:orporate ln the form of elther' 

a) a company IImited by shares (under the Companles Act. No. 243 of 1949, 
Coll.); or 

b) an association (under Secs. 625 ff. of the International Trade Code No. 
101/1963, Coll. - 1. e. the Legal Relations ln International Trade Act, 1963). 

1.4. Relations between the Participants 

Relations between the participants, more particularly thelr basic rlghts and 
duties will be regulated in the memoranda and articles of incorporation in 
accordance wlth Czechoslovak leglslatlon. 
However: 
a) a forelgn participant cannot hold a share of more than fort y nme (49) per cent 

in the corporate capital; 

b) the articles of incorporation of the organisation (company limlt;:d by shares 
or association) will ensure a reasonable participation of '.he forclgn partiCI­
pant 10 the management, production and sale of the organisation; 

c) the foreign investment may conSISt of machinery and equipment, things 
materlal determlned 10 klnd, documentation, technological process, inven­
tions, know how, technlcal personnel. (staff) or financlal means, 

d) the common organisation will be wound up ln accordance wlth Czechoslovak 
leglslation. More partlculars will be Included lOto the memoranda or articles 
of incorporation. 

13 
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1.5. State Permission and Registration 

1.5.1. Czechoslovak participants may not enter Into a joint venture, unless 
a State permission by thelr central government body Is granted. Such 
authorlty must secure ln ad'/ance an approval by the State Planning Com­
mission, Federal Mlnlstry of Finance, Federal Mlnlstry of Foreign Trade and 
Czechoslovak State Bank. 

1.5.2. A common organisation will not become a legal entlty untll entered into 
the Reglster of Commerce (Compoanles Reglster). 

1.6. Bodies of the Common Organisation and Their Decision Taking 

Partlculars regulatlng the bodies of Indlvidual common organisations, thelr 
creation (election), composition and powers shall be Included in the articles of 
Incorporation, or the memoranda. Provlded that, the presldlng members in such 
bodies may be only Czechoslovak nationals. 

1.7. R9sponsibility for Liabilities 

Czechoslovak State or other Czechoslovak bodies corporate shall not be 
responslble for liabllitles of the common organisation' or of the Czechoslovak 
participants thereln. On the other hand, the common organisations will not be 
responslble for the Ilabilities of Czechoslovak State or other Czechoslovak 
bodies corporate. Obligations arislng under the respetcive rules of law are not 
affected thereby. 

14 
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Il. GOVERNING FINANCIAL AND ECONOMIC PRINCIFLES 

Il.1. Financial Management 

Il.1.1. Flnanclal management will be governed by the prlnclples Incorporated 
Into the memboranda. or articles of Incorporation. These prlnclples will 
abide by rules aplicable to Czechoslovak economlc organisations. 

1/.1.2. The earnlOgs of the common organlsati'_,n will be u~ed for 

a) payment of taxes and duties (prcscrlbed contributions into the State budget 
or State funds); 

b) contributions into corporate funds of the common organisation (such as 
reserve fund, cultural and social fund, remunerations fund etc.). 

Il.1.3. The balance of earnlngs remalning after payments under the precedlng 
paragraph, may be dlstrlbuted among the partiCipants on a pro rata baSIS. 
A loss, ifany. will be also borne by the participants on thls basls. 

Il.1.4. Unless otherwlse agreed in the articles of Incorporation, contributions 
Into indlvldual corporate funds will be governed by the rules applicable 
to Czechoslovak economlc organisations. 

Il.1.5. Financing of the Common Organisation 

a) The basic source, from which the fixed assets and stock of the common 
organisation Will be financed, are the member's pald up shares and the capital 
of the organisation. acqulred durlng Its activlties. 

b) Co st and overhead of the common organIsatIon will be covered fro...-nits 
Income. 

c) Investment (other than financial - i.e. acquisition of land. construction. 
equipment etc.) 15 neither regulated nor restncted. 

e) Investment abroad will not be possible, unless approved by the respective 
Czechoslovak authoritle5. 

d) ln order to finance Its actlvltes, the common organisation may take 
credit wlth banks. 

11.2. Depreciation of Fixed Assets 

Il.2.1. Fixed assets in use of the common organisatIon dunng the performance of 
Its activities will be depreclated ln accordance wlth rules contalncd ln 
Czechos(ovak leglslatlon and applicable to Czechoslovak' economic organisa­
tions. ExceptIons. if any. may be allowed by the Federal Mlnlstry of Finance. 

Il.2.2. Depreciations are considered as a source of finance for the common 
or~anisation. 

15 
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Il.3. Accounting and Statistical Data 

ln princlple. accounting and statlstlcal data of the common organisation are 
governed by rules applicable to Czechoslovak organisations. Exceptions. if 
necessary. may be allowed by the Federal Mlnlstry of Finance and the Federal 
Statlstlcal Board. 

Il.4. Prescribed Contribution, Taxes and Duties Paid by the Common 
Organisation 

Il.4.1. Prescrlbed contribution (corporate tax) rate will be fifty (50) per cent on 
assessable earnlngs from actlvltles of the organisation. 

1104.2. The rate of prescribed contributions to the Social Securlty Fund will be 
equal to the rate applicable to Czechoslovak economic organisations 
(presently the contribution amounts to twenty per cent the volume of 
the entlre wages pald). 

Il.4.3. The common organisations will be assessable under the Sales Tax Act at 
the same conditions as other Czechoslovak p.cor.omlc organisations with­
out a forelgn participation. active Hl Identical or similar fields of activity. 
who are holders of a foreign trade "cense. 

liA,.... Unless otherwlse agreed in an International Treaty. divldends (dlstributed 
net profits) will be taxable under the Income tax at twenty five (25) per 
cent. 

1104.5. Surtax charges may be Imposed on the common organi~ation as result of 
its breach of prlcing ru les. failure to use safety devlces protecting thelr 
labour. as weil as fallure of Its technology to meet the respective safety of 
work rules and health rules. 

11.4.6. Other dutles to be paled will be fhe same as ln case of Czechoslovak 
economic organisations. 

Il.5. Fixed Currency Conversion Rates 

Whtle converttng Czechoslovak c:rowns to forelgn c:urrencles and vice versa 
wh~n creatmg the common organisation and during its existence. fixed con­
version rates applicable to payments of non commercial nature will be used for 
such payments plus 3. non commen:lal payments bonus and fixed conversion 
rates for commercial payments will be u5ed for 5uch commerCial payments. The 
commercial and not commerCial rates are fixed by the respective Czechoslovak 
authorltles. Baslcally. rates vahd at the tlm~ of the conversion Will be applied. 

Il.6. Pricing 

11.6.1. Wholesale prlces ofthe final products ofthe common organisation will be 
determlned on hand of the actual prlces charged (and obtained) on 
markets of developed non soclalist countrles. 

16 
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Il.6.2. Monles earned from foreign trade will be Included Into the economic 
balance of the common organisation. 

Il.6.3. The common organisation will purchase gcods from Czechoslovak organ­
isations at agreed prices. 

Il.7. Foreign Trade License 

A forelgn trade IIcense authorizlng the common organisation to Import goods 
for Its own needs and to ex port Its production for convertible currencles will be 
granted to the latter.lmports and ex ports for other currencles. If necessary. will 
be carried out through the respective forelgn trade organisations authorlzed to 
engage ln foreign trade. again at agreed prlces. 

Il.8. Foreign Currency Rules 

Il.8.1. The common organisation 
a) will be consldered as a Czechoslovak resldent company: but 
b) will not be Included into the foreign currency plan. les needs in foreign 

currenc/es. jf 5uch needs arISe. Will be covered by mean5 of credits (forelgn 
turrencies credits) taken from Czechoslovak forelgn currency bank or from 
foreign company at conditions currently granted to foreign applicants for 
credits 

c) will have the power to open an acocunt wlth the Czechoslovak forelgn 
currency bank (elther ln free convertible currencles or Czechoslovak crowns 
or botf,) or with a foreign bank (In free convertible currencles). 

Il.8.2. Further partlculars. goverlng the forelgn currency relatlon~ applicable to 
the common organisations will be Included Into the Foreign Currency 
Permit grantE'd by the bank to the latter. deallng Inter alla with (but not 
IImlted to): 

a) the exceptions from the dut y to surrender forelgn currency to the bank; 
b) the rrght of free Importation of goods for its own needs and free exportation 

f Its products for free convertible currencies: 
c) the right of tranfers to fore gn countrles of 
1. the share of the foreign partiCipant in the assets (the statutory funds lof the 

common organisation in case of Its wlnding up: 
2. the share ln profits (dlvldends) of the forelgn participant; 
3" a reasonabJe portion of earnings of the Foreign workers (staff) employcd wlth 

the co mon organisation (non Czechoslovak resldents); and 
4. contributions to social. securlty and he"lth schemes abroad payable on behalf 

of forelgn workers employed wlth the common organtsatlon (the non-resl­
dents); 

d) the right of the bank to control and check the adherance of the common 
organisation to the rules governlOg foreign currencies. 

17 
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Transfers abroad will not be alowed. un/ess the common organisation fulfilts 
and Implements ail Its obligations towards the State budget and carries out ail 
the prescrlbed contnbutlons Into the corporate funds or. In case of losses. 
unless the prescrlbed shares are paid ln. 

1/.8.3. The common organisations will negotlate Insu rance of goods in import 
and export ln the sa me way as Czechoslovak organisations authorlzed to 
engage ln forelgn trade. 

Il.9. Credits Taken by the Common Organisations with Czechoslovak 
Bankh.g Institutions 

Il.9.1. Grant of credits will be governed by Czechoslovak rules. Deviations and 
exceptions. Ifany, will be allowed by the Czechoslovak State Bank. 

Il.9.2. Operation and Investment credits will be granted upon separate applic­
ation by the common organisatlo;, on the condition that same will be 
repayable and effectlvely used. 

Il.9.3. Interest rates applicable to credit and deposlts will be fixed .n accordance 
wlth the applicable governing rates of the bank. 

Il.9.4. When drawlng on credits granted by the bank. the common organisation 
will alJow the bank to carry out current checks and controls of thelr 
management and the mate rial coverage of the credits. 

Il.10. Legal Aspect of Labour and Wages Relations and Retirement 
Schemes 

Il.10.1. Czechoslovak legal rules will be apphed ta persons employed with the 
common organisation •. 

Il.10.2. Remunerations of pe/'sons employed wlth such common organisations 
will be equally governed by Czechoslovak legal rules. Deviations there­
from. If necessary. wIll be allowed by the Federal Mlnlstry of labour and 
Social Matters. 

11.10.3. Social and Retirement Schemes applicable to the persons employed wlth 
the common organisations Will be ln accordance wlth Czechoslovak law. 
The common organisations Will take steps in order to safeguard the in­
terests of Its forelgn employee durIOg thelr stay Czechoslovakl:! ln th"!!,, 
forelgn securlty and retirement schemes. 

Il.11. Customs Duties 

Customs dutles assessed under the Czechoslovak ru les ln f()rce for the time 
belng will be collected on ail Imports for the common ~rganlsatlon. Upon 
application of the common organisation the Federal Minl~try of Foreign Trade 
may. if It thlnks It fit, exempt same from the obligation to pay customs duties, 
for a determined perlod of tlme. 

18 

Source: B. KLEIN, JOINT VENTURES IN CZECHOSLOVAKIA 
(Prague: Czechoslovak Chamber of Commerce and 
Industry. 1987) at 13-1l1. 

Reproduced with permission. 
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APPENDIX F 

THE LAW 
of July 6, 1982 

on principles of cOlluuclillg 
• , " an eCOllOllllC 

a~ivity in small industry by foreigll corporate 
bodies and nalurai persolls ill Ille territory 

of the Polish People's RelJublic 

Aiming at an increas~ of output of products and services for the domestic market 
and for export with participation of foreigll corporate bodies and natural persons 
recruiled primarily from foreign Polo nia, il is ruled as follows: 

CHAP1ER 1 

General Provisions 

Artide l' 
1.< Carporate bOdIes domiciled ésbroad. foreign citizen s, 
Palish citizens with a permanent stay permit abroad and 
campanie! set up and contributed to exclu'iively hy these 
persans and having their head office in Poland, hereinaf­
ter called "foreign economic Untts". may underlake an 
economic adlvity in the territory of the Polish People'$ 
Republie, hereinafter called "economic activity". 
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~ 2. Foreign economic unil5 may conduct an economlC 
activity on thelr own behalf and accourt and also mav 
become panners in a company with partiCIpation of 
Polish economic units. 

Artlde 2 
On the grounds of regulations conlained in the presenl 
law. the economrc actlvity in the sphere 01 5mall ind llstrv 
may cami st in: 
1) production of commodities or grantmg of services, 
2) trade, 
3) export of own products or sevices or import for own 

use in production or service actlvity. 

Article 3 
1. The economlc cooperation with foreign economic 

unlts conducling an economic act!vity ln smalt indus­
try Is coordinated by the Government Plenrrotenlla­
ry For Foreign Smallindustry Enterpnses. heremafter 
calle d "the PlenipotenlJary". 

2. The Plenipotentiary is nominated and recalled by 
Prime Minlster. 

Article 4 
1. Among the responsibilities of the Plempotent,ary, 
there aIre in partlcuJar: 
1) inspmng and organisms activities - almed at develop­

ing economic cooperation wlth forelgn economlc 
units, and primarily wlth Polonran units. 

2) initiation of creation of condItions favourabJe for 
formation of enterprises in the terntory ot the Polish 
People's Republic, 

3) determmatlon of preferred directions of develop­
ment of production of goods and services. 

2. The Prime Minrster determrnes the detailed 5cope of 
actlvities of the Plempotentiary. 

Article 5 
1. The Polish-Polonian Cham ber of Industry and Com­
merce shall be created. 
2. Foreign economic units conductlng activity as defrned 
hereby, associate in the Polish-PoloOlan Cham ber of 
Industry and Commerce, referred to as "The Chamber", 
3. The Mlnister of Home Trade and Services supervises 
the Chamber and approves ifs statute. 
4. The territory of the Chamber's .ctivity is the Polish 
People's Republic. 

S. The Cham ber is obligcd te: 
1) represent economic interests of ifS members and 10 

act 'or the protection of these inrerests, , 
2) assist ils member5 in solving economic, organlsatlon­

al and le gal problems in connection with the" under­
takmg and conductrng of econornlC actlvlty 

» cooperalc \"ltl1 the slatp administra lion bodies wrrh 
J vlew loassure undcrtakrng and conducllng of such 
economlC actlvlly bv the memners 'as conlormmg 
wlth the interest of the natronal econom\ and tne 
legal code, 

6. Delalled tasks and operatrng prmClples of the Cham­
ber, ilS bodies, the mode 0# the" crealron and actr\IIV" 
and the prmclples of its linanClal economy,are dcfmed ln 

the Chamber's statute. 

7. The Charnb"r bt'cornes a corporate body as 5{)on as its 
stalute has bpen apf1rmed. 

8. SI10uld a body 01 Ihe Cham ber subslanllallv rnlTlnge 
uoon Ihe la\\' or the provIsions of ifS statute, thfl body 
supervlsIOg !hr> Chambcr's actlvfty can name tlme allow­
lng to mend such faul15 or change the composition Of 

the Charnher's body Sitould the Irme exp're to no effect, 
the supervl~or" body can suspend the gryen body of the 
Cham ber unlll a newhody IS compose.:! to replace the 
former accordrng to the procedure delermlOed ln Ihe 
stalute 

Article fi 
Whpnever the Law mpnllons' 
1) Pollsh economlc unrts, il means: 

al sma" slale induc;trral entmprlses, 
bl sOClai organiZJliollc; enlltled to conduet an econo­

mIe activ,ly on the grounds of other regulations, 
cl cooperatives, 
d) unions of producer5 and domesllc enterpnses 

active in smalt Industry. 
el persons elllflied 10 conduet handreraft or other 

economlc actrvity on the grounds of other regula­
tiol1s, 

1) privale persons undertaking economlc activlty 
jointly \VIth foreign economie UOlts, 

2) forl'Ign enlerpll~p~. il me;')lls an enterprise actlvt. ,1 

Ihe territorv of Ihr> Polish Peor/e's Repuhllc on the 
grounds of the r}lPsent Law and belongrng solely to 
a forelgn economfC unit, and also enlE'rpnses arran­
ged as compal1le~ of which forelgn e!ioOnomic Unlts 
are sole sh'!reholdf>r~ 
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3' con j'Pa nies with a foreign share. il means an entcrprt- Artide 9 
se ln the form of a ;oint stock company with shares 1. A 'oreign econonlle ullit intending ta commence an 
he/d by foreign and Po/ish economic unH5. economic 3etlvity in the temtory of the Polish People s 

4) enterpri5e, it means a foreign enlerprise or an enter- Republic is obliged to nOll1lnate a plenipotenllary to 
prise with a foreign share, • represellt It belore the Pollsh administrative aulhofltles 

5) an owner of an enterprise, it means also persons and in leg3/ relatIOns ""I/h Polish economlC umts. Any 
whose rights to the enterprise result trom reasons Po"sh citizen or an 3uthoric;('d corporale body perma­
other than ownership. nrntly domlCI/ed in Poland may become a plenipoten­

Affide 7 
1. A Polish citizen permanently domlciled in Poland may 
contribute his share in an enterprise with a foreign share 
with his own fixed assets, Iiquid assets or patents and 
licencEs. 
2. A Pofish citizen permanently domiciled in Poland may 
obtain, on the grounds of financial regulations, a permit 
to make his contribution in a em..:rprise with a forelgn 
share in his own forcign currency means. The contribu­
tion and the profit resultrng from il can be uulised 
accarding ta financial regulations. 

Article 8 

CHAPTER2 
fssuing of Permits 

1. The conducting of an economic activity deseribed 
under Article 2 above requires a permit. 
2. The bodies authorised to issue permits mentloned 
under item 1 above, with the exception for the proVisions 
ot item 6 below, are the respedive provincial stare 
administration bodies on whose territory the enterprrse 
will be or has been established. 
3. A provincial state administration body mentloned 
under item 2 above, may refuse to issue permit when 
5uch economic activity eontradicts: 
1) an important social interest or that of the national 

economy, 
2) state security and protedion of state secrets. 
4. A refusai to issue permits under the provision of Item 
3 above, requires neither justification nor exp/anation 
ln detail. 
5. The Coundl of Ministers determines detalled condi­
tions of the granting of the perm its. 
6. Permits for economic activity mentioned in Artlclf' 2 
Item 3 above,are Issued by the Ministerof Foreign Trade. 

tiary. 
2. The nominatlol1 of il r/cmpofenuary is not required 
wt'cn the foreigll eCOllOI1l1C UIlit i5 permanently domlCl­
led in the territory of thf' Pollsh People's Republic or 
wllen the fore'gtl eCOIlOlllle unit being a corporate body 
has a represenl.1tive office ln the terrilory of the Polish 
People's Republic. 
3. The nomination of a plellipolentiary, mentloned 
under Item 1. shotlld be Jpproved by the respective 
administrative authorlty The 3uthorlty may refJJse to 
acceptal1 apporntment of a gl\en persr 1S a plenlpoten­
tlarv If il eonfrJd,ets Ihf' ~ecurlly ot tht.. ·<lte the pro­
tectlOll of c;tate ~f'n('t<; J/Hi when. wlth t1l'i hllherto con­
Jw t. 'h,' ppr<;on rrovlde~ no sutflclent guarantee to ppr­
forlll thie; tunctroll 

Arlicle 10 
An applic;lIlOn for il rWfIllIÎ stlOuld conf;},": 
1) an II1formatlnn Jbout the kind, form and scope of the 

propmcd eeonOllllC .1tll\ Ily Of.1 unrt or units Jppl~..,ng 
for the permit to IJmff'rtake an ecanomle aetivity, 

2) an indiC<lllon of the prnpoe;pd sea! ot the enterpme 
am! the c;cope of 115 f'r01101Tl1e actlvity, 

) envisaged scale of the eeonomlc actlvlty and the 
e"<pecfed emp/o\omenf. 

4) envlsaged forme; of fll1Jllfïllg and outlays necessary 
for commenClng Ihf' f'COllomlC" aetivity, 

5) the dpc/ared value of the fcrelgn currency input and 
contribution ln kll1d Gllrulated in forelgn currency 
and dp.signafed for cornml'nC/flg the l'conomle actrvI­
ty, and in ea~e of an pnterpmF? wilh a forelgn share, 
also the contrlhution of Ihf> Polish economle unlts, 

61 in GIS!' of a rOlllp.ln\' - arllclf>s of parfnershlp, 
7) a copv of t"fi pO\H'r of attorney in case when the 

app/kan! elllplO\ s a plf'rIIpofn n/rary or a copy of an 
act of establishment 01 a reprf>sentatlve ~ffice. 

Arriclr Il 
/\11 ;Jrl'liC;1I10n Inr:1II .. ~'.11>11<llIflf'1I1 of an l'nterprlse with 
a fore;!;" share ;5 5ubm;/led joilllly by the partner,. ~ 

1 
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~ Article 12 
1. The IOvestment contribution of the forelgn economlc 
unit mav be composed of fixed capital assets and mate­
rials necessary for one year of the economic aCllv"y 
pufchased for convertible currencies or tor zlotys obtal­
ned through a documented exchange operatIOn. 
2. Patents, licences and simllar pro pert y also conslltute 
an investment Input. 
3. The minimum investment contribution tTlentloned 
under item 1 and 2 can not be lower than the minImum 
founding depo!oit, as mentioned in Article 16, item 4. 

Artlde 13 
The application discussed in the Article 10 above is 
considered within three months from the day of filtng. In 
case the applicatlon!s incomplete the considenng autho­
rily immediately reques Is 1 he appllcant to complet e. 
the application. The three monlhs pertod runs from the 
day of submlsslon 01 a complete application. 

Article 14 
1. A permIt for conducting an economlcactlvitydeterml­
nes in particular: 
1) .rhe subject malter and the place of the economlc 

activity of the enterprise and its legal form. 
2) the seat of the enterprise. 
3) the lime of valtdlty of the permIt. 
4) the admissible size ot employment. 

Article 15 
ln cases substanliated by econornic or social reasons. 
the permit issuing authortty may require that the sh;He of 
Polish economic units in an enterprtse with a forelgn 
share exceeded 50 per cent. 

Article 16 
1. The permit is issued atter presentation of a certific~te 
testyfying about a payment of founder's deposlt by the 
forelgn economic unit at a Polish bank. 
2. The founders deposlt constitutes a secunty agamc;t 
legal daims of Polish economic umts in case the forelgn 
economlc unit does not fulfill ilS obligations. 
3. The founder's deposit remains in the bank unttl thp 
date of commencement of the economic actlVlty IIldleat­
ed in the permit. The deposit bears interest equal to 
interest born by any bank deposlt by forelgners. 
4. The deposit is pa id in foreign currency in the amount 
equal to at least 6.9 million zlotys. In r~se the rate of 
exchange alters, these sums alfer re-:pectively. 
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s. The Mtnlo.,tl'r n! Finance in consultation wlth the 
Prf'~lcJent 01 th .. N.HOdowv rlank l'olski and the Plentpo­
lenflarv \'VIII ISSIIl' rl'gulallOnc; determimng 10 detélll the 
prll1clples and the form 01 SClttng the amount 01 the 
founopr's d('pOC;II. or of a partIal or complete exemption 
Irom the obligatIon of paving the founder's deposn. 
6. The amounf of the fOl'nder's deposit to be pald by 
Indivldual enterpTlSf!s is rJ('termined by the.permlt issu­
ing authonty 10 consulta! ion wlth the bank. 

Article 17 
The permIt IS iS'iu('d for a period of up to twenty years. 
and in cases whpn deprpCIJtlon period is long - for forty 
yearc;. A new permIt rnay be issued alter expiration ot the 
prevlous permIt. 

Article 18 

Th" permIt mal,,' l)p rf'\oked onlv wllen the <lCtlvlty Of the 
enterprlse is contriln 10 legal regulatlons in force or 
conditions determrned ln the permIt. 

Article 19 
DI'UC;IOflC; (Ollcr>rnll1t; perrmlc; for conductmg of econo­
rme aUI\ It\'. rrgul.lIpd b\' thl! presenllaw mJV be appea-
11'0 from 10 thé Jdrntnl',rrallvP court accordtng ta prrnCl­
plt's derernllned III tllC Cutit> of AdmIOl.,tratf\ l' Procedu­
rps (',(lept lor r!PCIc,IOOC; rprllsrng pprmlt grants tor the 
reasollc; of ~tale Sl'lUTllv or c;t~te secrets. 

Article 20 
1. EnllO'rprrc;ps conrftlCtlllu ,twir activlties on the grounds 
of the prpSCIlI 1 J\\'. \\Illh Ihe e'(ccpllon of compantes !hat 
wJ~re rpglc;terpd lf1 the CummerClal Reglster bv vlrtue 01 

olher rcgulJllons. are reglstered ln the Reglster or For­
eign Enterpmes. 

2. The Rf'g,sler of Forrlgn Enterpnses is accessIble to 
leg;tllv IIlteresled pel so ilS. 

3. rnlrtps ln tllP Rrg, .. tPr ~rf' made bycourts of law TheH 
rOlllpetences. ;Jccorrllllg to re~ulatlons concerning orga­
IlIZ<ltlon of rourt~ and prll1Clplps or runnlng the Regls1e~ 
of rorf"gl1 Fnterrmp'5 Ihe data to be enterpd ln the 
Rf'glstcr. rct;UIrf'lnf'Ilt<; COllrernrng arrllcatlons for the 
f'rllry. Ihe proll?durl'c; of rnakillg lhp l'fltrtes. changes ln 
thp t>ntrlPs and d"IJtloos from the Registp-r, princIp/es of 
ac((~"c; ta the Rf'gIS!r>r. prll1ciples of Iss~rng copIes or 
f''« rrptc; from litt· Rf'I;'c;f('f. as weil as the CÎrcumstances 
\\hell thp\· cm ue !,;sul·d are delermlned by the Mlnlster 
ofhuflce. 
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CHAPTER3 
Ceneral Princip les of Activity of Enterprises 

Arfide 21 
Foreign and Polish economic units en,oy feedom of 
choice of Iheir legal form, principles of parlners partici­
pation, organizational forms and principles of manage­
ment of the en(erprise within Ihe framework of regu/a­
tians ln force in Poland. Regulations concerning enter­
prises~rganised in the form of a company are conlalned 
in the Civil or Commercial Codes. dcpending on the 
character ot the comF,Jny. 

Article 2'2 
1. Enterprises utilise labour resources according 10 the 
princip les laid by the Council of Ministers. 
2. Regulation of the Polish labour Code apply ta labour 
relations in enterprises. 
3. Enterprises create their social and housing funds 
according ta princip les applicable to state 5mall indu5try 
enterprises. 

Article 23 
Forelgners lemporartly staving in Poland and employed 
by enterprlses mav recelve a ha/f of thE'lrwage~ ln lorPIgn 
currency oflglnatlng trom foreign currency tunds of Ihe 
enterpnse deslgnated for transler abroad. Means obi ,11-
ned by forei'Jners according to these principles can be 
transterred abroad. 

Article 24 
1. A commencement of an investment activity or any 
other activity not covered by the permit requÎres a new 
permit. 
2. Opening of a new plant or a 5ubsldiary not in the seat 
of the enterprise or not in the localities indicated in the 
permit requires an extension of the permit. 
3. In cases when the new plant or subsldiary discus~ed 
under item 2 above are to be localised in the terntory 
subjected to an authority other t~an the one that Issued 
the permit. the extension of the permit requin~s an 
agreement of the authoflty competent for the new loca­
tion of the proposed plant or suQsidiary. 
4. Development or modernlzatlon investments. ope­
ning of a new plant or undertaking a new activlty do nol 
require an additronal permit when they are nol conlrary 
to conditions set out in the already issued permit. 

Article 2S 
Enterprises may conclude cooperation agreements with 
Polish economic units. 

Article 26 
1. Entcrpmes mav spll ~oods and services impo. ~C'CI b'V 
II1l'm through stalf' l'fltcrpUSf's entuled to condut.1 sa/es 
for forcIsn currcncles in the terntory of the Polhh 
People's Republic. 
2. The Minlster of Finance În Consultation with the· 
Minrc;ter 01 Foreign Trade and the Minisler of Home 
Tradt> and St"TvicC<i WIll issue regu/atlons determl:rllng 
COlsec;. prmciples and conditions of such sales discus~ed 
und"f item 1 above. 

Article 27 
Th,! t>nterpme h,H Ih,' rrghl 10 retam 50 per cenl 0/ Ils 

e:",port mrt)ITlI"S, the rf'l11a"''''g 50 per cent are to be sold' 
10 the Polish forcign currency bank. 

Artide 28 

CIIAPrER4 

Credils (or Enterprises 

Elllerprl<;f'S molV oblalll Opl'tallng and investmpnl crl'dll,>, 
from l'Oll5h ballke; :lrrordll1g 10 p"Inclpll's deterrnH1,eu by 
Ihe COUfI( Il of "1"lI~lrr., Cledlls are granted on the 
grounds of an agreemel1t 

Artide 29 
1. Ellff'rpmcS Ulll olJtalll credits from for'!'gn h,wb 
provldillg that currellcy and banking regulallons are 
lollowpd 
2. 1 he utllizatlf)11 of Ul'dlls menllolled ulldt!r Itern 1 
above by an enferptlse where a Pohsh economlc unIt 15 

a sharpholder, wlllrh rneans that the Polish econOrJllC 
UIlII Will he burrlef1pd wllh ~he respective credit obliga­
tions, requlTes an addllionai acceptance by the Mml!>ter 
of Finance. 

Artide 30 

CHt\PTERS 

Ulilization of Profit 

1. FOfel~n enlflOll1lC IJrlll'i may annually transfer abroad 
a part of il1("ollll' mOlln'IIIg la' 
1) ln rH'f cellt of the U1Vf'strnent outlay in foreign Cur­

rency. 
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~ 2) 50 per cent ot export income surplus in forelgn 
currency, leU at the disposai of the enterprise. acco­
rding ta the provIsions ot Article 27, over import 
expendilures . 

and the joint transler value cannat exceed 50 peT cent 
of net Income achieved in the previous financial year. 

2. The Minister of Finance determines the detailed prin­
clples of evalualing the investment outlays menlioned 
undee Article 12 above and ealeulaling the sums mentlO­
ned undeT items 1 and 2 ôbove. The value of investment 
oUllay may be determined by court experts. 
3. The Mmlster of Finance in consultation with the 
Plenipotentiary may determine circumstanees in whlch 
the forelgn economic Unit mav transter abroad the amo­
unt higher than the 50 per cent of the income aher taxes 
achleved durmg the financlal year. This pnvilege mav 
resulr tram a special charader or the enterprise/s activltv 
or a low rate of profit applied in caleulation of priees of 
goods and _ services sold by the enterpnse or social 
reasons. 

Article 31 
The owner of the enterpnse mav transter abroad the sum 
achieved trom the sale ot the enterpnse or ot a part of the 
enterpnse less tax providing that: 
1) the sale contraet was made after obtamrns a currcncy 

permit and cOnllrmed by a notarv. 
2) the buyer posesses a permit for runnms an enrerprise 

of this kind. 
3) the amount aehleved from the sale \Vas pa id in conver-

tible currency to a Polish bank, 
4) the seller pald his taxes. 

Article 32 
The Minister of Home Trade and Services in consultation 
wllh the Mlnlster of Finance and the Minisler of ForeIgn 
Trade may determine conditIons for purchasing goods 
and services for Polish zlotys origmatmg tram the 
amount of incarne after taxes by a forelgn eeonomlC. unit 
and deslsnatmg them for export. 

Article 3J 
Foreign Unlts achieving incarne resulting from thelr right 
ta the enterprise by the right of marnage. as weil as 
ascendants and descendants of the owner are entltled 10 

purchase ail personal goods an servIces {or Pollsh z/otvs 
originating from their participatIon in profits achieved by 
the enterpnse during their stay in Poland. 

AUlde 34 
St"par~te regulatlons determine prlnclples ot utl/lzJlloll 

of incarne resulting from thr' .leuvitv of the enterpnse 
and carned by Polish economic units. 

CHAPTER6 

lease of Immovable Property 

Article 3S 
1. Enlerprises mav lease state property: 
2. The lease of stafe property 10 enterprises is made 
accord mg ta prlfJclples determined by separate regula-
tians. • 

Article 36 
1. nlP forelgn O\ ... nPf 01 an enterprrse mav obtarn a per­
mir lor a lease ot immO\,lble properry tor his own use 
accordmg 10 princIp""'; bmdmg for Polish citizens. Ex­
penditures invoh,ed ,"aV be financed from the Incarne 
achleved in thf' course of the economic activlty co n­
ducted in Poland. 

2. The MIIlISIN nt Adfllllll<;tralion and Spatial Economy 
in consultation wlth mrnre:;ters coneerned deternirnes 
dC'IJIIf'rf rmnrrr'ps and (ondrtions Of Issurng perm us 
menllOned under Item 1 above. 

CHt\PTERi 

Special, Transilory and Final Provisions 

Artide 37 
Probleme:; relat(1d fa disso/ulroll and liqUIdation of an 
~nterprrse with lorelgn partIcipatIon are determlned in 
the articles of partnership of the company with respect to 
regulallons contallled Hl Civil and Commercial Codes. 

Article 38 
ln case an E'ntNpnse wlth a foreign share is being 
IiCfuldated. the> Poltsh economlC umts being partners to 
the company en/oy a pr(1emptlon to rrghts and assets of 
Ih(' entf'rpme rem;'llllillg after seulement with the credl­
tors of the enferprlse'. 

Source: Ollennlk Ustaw (Journal of 
Laws) No. 13 (5 Apnl 19155) ln (1985) 
lnter-Polcom (POllSh Informatlon 
Magazlne) No. 4/39 at 15. 

• 

Reproduced with permission. 
The abo\'e unifnrm 'cd of the Ln" W3S pubilshed 

in "Dziennik Usf.ny" No 13 of April 5,· 1985 on the 
groulld'i of an .11wunccmcnt of tlle Min;5'er of Home 
1, :Id" ;mri SI'f"ice .. of t\I~fC" 18, 1985 a/so published in 
tire s.llffe iSlfu(!. 
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APPENDIX G 

Published in Journal of Laws 
No. 17 item 88 

THE TAW 

cn companies with foreiqn capital part~cipation 

CHAPTER 1 

General provisions 

Article 

This law sets out the conditions for establ~shing and the prin­

ciples governing the activiUes of compan~es w1th foreign capi­

tal part~c~pat~on on the terr~tory of the Pollsh People's Re­

pubhc. 

Arucle 2 

1. Companles w~th fore~gn cap~tal partlc~?ation, hereinaftcr 

referred to as ·compan~es·, are - unaer this law - the llm­

ited llabll~ty or stock compan~es formea by POllSh legal 

persons an'} forelgn partles. 

2. The compan~es may be establlshed with '::he aim of conductlnq 

econom~c actlvltles conslst~ng of the "lanufacture of :joods 

and of renderlng serVlces and thelr sale at home and abroad. 

3. PtO·Jl.s~ons of the Commercial Code are 3!=?licaoie unless 

otnerWlse stated ln thlS :aw. 

Art~cle 3 

1. Pollsh legal persons entitled to partl.Clpate ln companl.es 

are: 

1/ state enterprl.ses: 

2/ cooperatl.ves and their unions; 

3/ scientl.fic institutions and researcn and development 

un~ts prov~ded they have the status ~f a Legal person; 

1 ) 
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4/ commercial companies, in Wh1Ch the Treasury or persans 

mentioned under 1/-31 own more than 50% of the initial 

capl. tal. 

2. Foreign parties entl.tled to part1cipate in companies are: 

11 legal persans having registered office abroad: 

2/ natural persans of foreign citizensh1p or Polish cit1zen­

ship with foreign domicile: 

3/ companies w1thout the status of a Legal person establ1sh­

ed by persons mentioned under 1/ and 2/. 

Article 4 

Persons establishing a company may freely arrange the1r mutual 

relations and internaI company relatlons in contracts or otner 

founding documents of the company, unless provislons of the Com­

mercial Code or this Law s ta te otherwl.se. 

Artl.cle 5 

1. The establishment of a company and, ln the case a company 

already eXl.stb, the ~ransfer of snare or stock ~etwecn 

partners or the .:lCCeSS1on of a new person ta the company, 

reqUl.res a perml. t . 

.?. A perml.t lS granted at the request of Poll.sh partners by tne 

Min1ster of Forel.gn Traùe actl.ng ln agraement 'N1 th the Hin­

lster of Finance and other aut~orlties competent by Vl.rtue 

of separate legal prov1s1ons. 

3. A perml.t authOrl.Slng the estaoll.5!1ment of a company 15 grant­

ed Nnen the economlC actl.Vlty of a dompany lS expectcd to 

assure ln part1cular: 

14 

1,' the lntroductl.on of modern -:.echnology and management l.n 

the natlonal t:!conomy: 

2/ the supply of goods and serV1CCS for expert: 

3/ the lmprovement of supply to the domestl.c market of mod­

ern goods and serVlces of h1gh qual1ty. 

\ 



1 

- 150 -

Article 6 

1. The M1nister of Foreign Trade may deny granting a permit if 

the economic activity would not ba advisable bas ad on: 

11 a maJor social or national economy interest: 
21 state security or protection of state secrets. 

2. The refusai to grant a permit may not be contestad bafora 

~n administrative court. 

Article 7 

1. A permit will not be granted for the establishment of Cl com­

pany with an aim of conducting ec.onomic activity in the field 

of defence, rail transport, air transport, communications, 

insurance, publishinq lexcluding the printinq industry/. and 

foreign trade agency. 

2. In part1cularly justifiable cases the Minister of Foreign 

Trade may, however, acting in agreement with the Minister 

concerned, grant a permit for the establishment of a company 

1n the field specified in par 1. 

Article 8 

1. The aqu1ty part1c1pation of P011Sh partners in company's 

cap1tal shall be at least 51\. 

2. In economically )ust1fied cases the Min1ster of Foreign 

Trade may, acting in agreement "1 th the H1n1s ter concerned. 

depart from the rule as determined 1n par. l, provlded that 
state secur1ty cons1derat1ons do not constitute an ~stacle. 

CHAPTER 2 

Establishment ~f Campanles 

Article 9 

1. The request to grant a permlt for the establishment of a 

company should contain: 

11 the purpose of the company's formatlon; 

15 



( 

.. 

151 -

21 the object and scope of the ~~mpany's economic activ1ty, 

includinq exports and importa; 

31 the expected duration of the company's activities; 

41 the proJected number of employees; 

51 meana i~dispensable to start company's act1vities, includ­

ing the value of the initial capital; 

61 the sea. t 0 f the compa ny and loca tion 0 f i ts plan ts ; 

71 proportions in wh1ch Polish and foreign partners will 

contribute to the comp~ny's cap1tal and forms of contribu­

tion; 

81 the proposed scope of the right to conduct foreign trade, 

it the company in tends to request Duch a r1ght. 

2. The reque3t mentioned above in par. l should be accompanied 

by: 

11 a draft coneract or other founding documents of the com­

pany, required by the provisions of the CommercJ.al code; 

21 documents showJ.ng legal status and financl.al standing of 

prospective partners; 

3/ the consent of the founding organ of the competent co­

operative Unlon or of the body superVlSl.ng the Pollsn 

legal person, lf sucn boay eXlSts. 

3. Documents mentioned ln par. 2 are submJ.tted J.n Polish or 

together ~lth a certl.fied translat~on J.nto Poll.sh. 

4. The dec1sJ.on concernl.ng the grantJ.~g of a permJ.t lS issued 

wlthln three months irom the day ~~e request has ueen suo­

mJ.tted. 

Artlcle 10 

1. The permJ.t to establl.sh the company .. tates: 

16 

1/ the partners, name and seat of ~~e company, locatl.on of 

its plants as well as the obJect and duratl.on of company 

actJ.vitl.es; 

2/ proportJ.ons ln whJ.ch Poll.sh ana :orelgn partners wJ.ll 

contribute to th~ company's capJ.tal and forms of contrJ.­

butJ.on; 

J 
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3/ the conditions upon which the company will be authorized 
to cQnduct foreign trade, if raquest envisaged in article 
9 par. 1 item 8 was filed; 

41 the rate of resala of foreign currency env1saged in 
article 21 par. 2; 

SI other conditions which the company shall fulfill in the 
course of lts act1v1ties; 

61 its period of validity. 

2. Any changes in the contract or other foundinq documents of 
the coupany require a aeparata permit to be granted by the 

Minister of Foreign Trade acting in agreement w1th the M1n­
ister of Finance. 

3. The granting of a permit mentioned in par. 1 ls tantamount 

to an approval to undertake the activity therein determined, 

subJect to provisions of article 11. 

Article 11 

If, according to separate legal provisions, the undertaklnq of 

economic acti'/lty spec1fled ln the permlt requires a aeparate 
~ermit, the company i5 required to obtain 5uch perm~t beiore 

commencing actl. VI. ty. 

Artlcle LZ 

1. The company ~s sUDJe-;t to regl.stratlon l.n a court: 'Jf :egl.iit~r 

accorà1.ng to rulès appllcable ~o ~ne commerc:al rcglster. 

2. The appllcat:~on to registet the company shouLa ::le aCCO!.1panled 

by the permlt to estacllsh the :ompany. 

;'llth1.n t· .... o ·./eeI(,5 from '.:ne date ct lts reglstration ene '11anage­

ment of the company notlfles the :l1nlsteL- of rore~g'1 ":raae, 

lndic3 tl.na the court l.n "nlcn tne company 'las oeen !'egls tere'.l. 

ArtlC.i.e 1~ 

1. If the company =onducts an ace~ vi ty con trary tO ene law or 

te the terms la~j down in tne permi t au thorlS ing 1. ts es tab-

li 
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l1shment the organ which granted the permit sUllllnons the 

company to abandon the said activity in a specified pericd. 

Non-compl1ance w111 result in the withdrawal of the permit 

and, if further existence of the company is without purpcse, 

in an application to the court for the dissolution of the 

company. 

2. The dissolution of the company is pronounced by a court 

order. 

Article 1S 

1. Contributions ta company'a capital may be made bath in cash 

or in kind. 

2. Contributions by fore1gn partners May be made: 

11 in cash - in foreign currency or .i.n zlotys obtained from 

a documented exchange of that foreiqn currency: 

21 in kind - under the condl. tiO."l tha t the con tr ibu tion was 

transferred from abroad or acqul.red in zlotys obtal.ned 

trom il documented exchange of forel.gn currency. 

J. Contrl.butions l.n iund by Poll.sh partners may consist of 

fl.xed 3ssets at cheJ.r disposaI as well as other t'roperty and 

nghts. State real propert'! may be leased to the company 

upon the approval of a proper local adml.nistratl.ve authorl.ty . 

... The value and nature of contrl.butions in kl.nd are specl.fl.ed 

in .;ontract or .:)tr.er founding d..:>cuments of the company and 

at the request of the body grant.!.ng the perml.t ::Iay be ,,;up­

""llCted :0 verl.fJ.c.:1tJ.on ':Jy lnaependent experts, .:lt. tne cast 

,f :ne contributor. 

3. Share ~nd stock .;ertl.fl.cates ~y oe lssuea only ln the Eorrn 

0; regl.stered dO;:'Jments. 

CHAPTER 3 

Comoanv's nanaqement 

Article 16 

The appointl.ng procedures, the composi tion and tlle scope of 

authorlC:y of company's organs are determined .by partners J.n 

18 
.. 
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contract or other founding documents of the company, save as 

, provided i.n articl'" : • 

Article 17 

The company's manager, and in case of a board of management lt& 

president, should be a Polish citizen permanent residdnt of 

Poland. 

Article 18 

1. A supervisory council 1& appolnted. 

2. The company's employees elect one mel1Û1er of the COl ncil by 

a aimple majori ty vote. The elected person May be l.ha com­

pany'a employee. 

CHAPTEn 4 

Company's finances 

Artl.cle 19 

1. For the purposes of determining profit, the operatl.ng costa 

of the company include deprecl.&tl.on of :iyed aasees and 

nonmaterl.al \'alues, comput~d ln accordance "'1.l:.h ...:epreclauon 

rates and princl.ples provl.dea for state enterprises. 

2. The deprecla~lon amounts rernaln ln ~~e company, 

3. The company's profl.c, after dE'ductl.on of ene income ::ax aues, 

constitutes prorl.t for dl.strl.buClOn, 

4. In order to cover ba ...... nce ::::lsses lU, of the pror:.~ :or <.I1s­

tributl.on 15 trans:: er:-ed to a t'eser':e :: ...:na. i\ ,::o':lcany :'1ay 

cease to make suell ..:eauc::.:.ons .:.: l.t::. reserve :.lnU <.lttalns 

in an aecountlng year 4\ or company's )perac.:.~q coses. 

5. The profit lS dlstrlbutea to partners ln :lropor:.:.on ':.0 enelr 

holdings ln the company' 5 capltal. Any arrangemenc deparur.g 

from that principle !las to be approved by t:hf> ~t· __ .~: v: 

Finance. 

Article 20 

1. The Minister of Finance set.s out genera1 p. 
ing the ::ompany' s accounts. 

-, . 
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2. The annual balance-sheet of the company ia audited by the 

appropriate organ of the Minister of Finance within three 

menths from the date of depos1t. The M1nister of Finance 

may auth~r1se a1so another body ta audit the annual balance­

-sheets of certain companies. 

3. The legal provisions governing the auditing of annual bal­

ance-sheet of atate enterprises and other state organisation­

al units are applied mutatis mutandis to the audits of com­

pany's balance-sheet, but the company's annual report 1s 

subJect to a complete scrutiny before being officlally 

anounced as audited. 

4. The audited profit shown in the company's annual report, 

drawn up in accordance w1th the accountlng pr~nciples in 

force, cons.:i tu tes the bas 1a for ascertaJ.ning tha t part of 

the profit 'o>Ihich the foreign partner may, uncler the provl.­

sions of t.'le Law, transfer abroad. 

Article 21 

L. The companj' resells :0 the pollsn ::orelgn-excnange canl< :rom 

15 ta 2S~ - Jf Lt~ forelgn currcnc~ export ~rocceas • 

.2. ':'he 'IinJ.ster oi Forelgn 'l'rade, actl.l1g ln agreement o'l~tn cne 

MinlSter of flnance, determlnes the rate of resale J.ndivldu­

Ally for eacn company formed ln lts ?ermlt artlcle 5/, In 

economlcaliï Justlfied cases the rate of resaie "ay ce :lxea 
below 15 â J: :he :orelgn currency r:roceeas. 

J. After the :-esale. pr:ovlded for ln ?ar. 1-:!. the remal:'.lng 

part of forelqn =urrency proceeds ~s left at the disposal of 
the company. 

Arucle ':2 

1. The forelgn .:urrency profl.t, result~ng from the excess oi 

expert earnlngs over impart outlays ln the prevl.ous account­

inq year, remal.n~ng after the resale provl.ded for l.n art~cle 

21 par. 1-2 !os d~stributed to the partners ln the same pro­
partlon ln o'llllCI' the partners part~c~pate ln the d~st:rlb .. t:on 
of company's pr~fit. 

20 .. 
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2. The fore~gn partner has the right to tranafer abroad the 

amount mentioned in par. l without a separa te foreign .x­
change permit. 

3. The Polish partner has the right, wi thout a aeparate foreign 

exchange permit, to dispose of the amount mentioned in par.l: 

1/ if he carrie. out his ewn exporta - up te the .uaount of 

foreign currency retention quota: 

2/ in other cases - up to the amount fixed by the Mini.ter 

of Foreign Trade, respecting provisions on the toreign 

currency retention system. 

The remaininq part of the aforementioned amount is resold 

by the Po1ish partner to the Po1ish foreign-exchange bank. 

4. The company distributes profit mentioned in par. l in tne 

currencies of proceeds. 

Article :23 

1. SubJect to the provi3ions of article 5 and article il, forelgn 

partners have the r1ght te invest thelr profit and lncrease 

the company' s 1.n1. t1.al capi. ta!. 

2. The fore1.gn partners nave the ri.gnt to ~ransfer ~oro~d :or­

e1gn currency Obtalned fram sale of the1.r snares or stock. 

as ',jell as chat part of company' s assets .lhlCiI l.S _lstr1buteu 

to them ln case of the company' s llquldatl.on. 

Article 24 

1. The company's casn resourc~s are deposlted ~n ac~~~nts N1th 

POllSh forelqn excnange ~anks. 

2. On the 1.nstruc~lon Qf the ~ompany, ~he banks ~ent~unea L~ 

par. l open and malntaln :~e company's dccounts ~~ Polisn 

and foreign currenc~e~. Credits are extcnued ta :ne co~pany 

ln accordance d1th the r~le~ set for state entcrprlses ~nu 

on the basis of contracts -.'oncluded bet·.leen tne company :100 

the bank. 

The company. ~tter ~LJtalnlng ccnsent of ':l.e :Jan· :.r :.:e 

banks w1th wnich ~t has accounts and aÎter ootdlnlr.q a for-
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e1qn exchanq8 permit, may open and maintain its accounts 

with foreiqn banks. 

4. The company may also, after obtAining a foreign exchanqe 

permit and consent from the banJc of the banks with which it 

has its accounts, raise foreiqn credits. The company may 

also ra!~J commercial credits 1n accordance w1th the rules 

set for stAte enterprises. 

S. aanks mentioned in par. l may quarantee the company's obli­

gations in accordance with legal provisions in force. 

6. The National Bank of Poland INarodowy Bank ?clslei/ may quar­

ante. to the foreign party the return of assets brought in 

on account of contributions before the company'a reql.stra­

ticn in case of losses resultlnq from decisions of state 

organs affecting the company's assets. 

Artlcle 2S 

In particularly Justifiable cases the COMpany ~ay obtaln a for-

8lgn exchange permit to effectuate forelgn cu=rer.c~ purchases 

on the domel:l tlC market. 

Article 26 

1. Companles partl~'oate ln co~~erclal actlvlt~eS ~n accordance 

.tlth tne prlncl _"", establlshed for '.lnlts of 30c:.ali::ec 

econcmy. 

~. The ~inlste of Forelgn Trade actlo~g ln agreener.: "'lotn otner 

mlnlSters concerned ~Y. ln )ustlfiaole cases. ~e:er~lne ln 

tne per~lt different prlnclples dnc ,oaes ~t -a:erlal ana 

technl~al procur~ment and of dlstr:.~utlOn ~t 'Ocas ~anufac­

tured and serVlces rendered Dy the ~ompany. 

Article :!-7 

Stat~ enterpr1ses may sell fixed asaets tO ~ompanles and estac­

lish 1n thel.r name lim~ ted proper ty rlog .. ts on t!lose aasets. 

Artlcle 28 

State real prop~rty may be nade available to the companles for 

the per10d of thelor actlovlty on the basis of a perpetual lease 

22 
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or leaaeci in accordance wi th the rule. qoverninq the adm1.n­

l.stration of State landa. 

CHAPTER 5 

Taxe. and levies 

Article 29 

The company pays taxes and .Levie. .a ~ell aa anjoys tax al10w­

Ance. and exemptions in accordane. with provision. on taxation 

of un1.ts of .oeiali:ed economy, taking into aCCOunt change. 

r.sult1.nq from the present Law. 

Article 30 

1. rhe basis for a.Bessinq company's ineome tax consista of 

aud1.ted profit earned durinq the fiscal year increased by 

~o.ts and losses considered to be unjuati!1ed. 

2. The company's income tax rate is 50\ of the taxable basis. 

The tax ra te i5 decreased by 0.40' for each l', of the value 

of production or services exported by the company. 

3. The company 1s exempt from income tax during the f irst two 

years of its act1vity. 

4. The company i5 exempt frorn incorne tax on that part of t.ne 

profit ~hich 15 reinvested. 

Art1c.Le Jl 

1. Exempt from 1mport dut1eS are: 

1/ property const1tut1ng the fore1gn partner' s COntribution 

1n k1nd to the company' 9 caplta.L, as speclfied ln cont.ract 

or other foundlng documents of the company ln the form 

of mach1nery, instal.Laclons and equlprent .15 '~el.L as means 

of transport used to conduct company':1 actlvl tles deter­

m1ned ln the permit. 

2/ macnlnery, installatlons and equlpment as ~el.L as means 

of transport used to conduct company's actlvltles deter­

mined in the permlt acquired durlng the first three years. 

23 
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2. Wh en exporting the company 1s entit1ed to reimbursement of 

import duties in accordance with the principles laid down 

for state enterpr!ses. 

J. In economically justified cases the Minister of Foreign 

Trad. may grant further allowances and exemptions from 

customs duties. 

CHAPTER 6 

!?"ployment 

Article 32 

1. The company's employment and labour relations are governed 

by PoUsh Law. 

2. Polish Law la applied to social services and social insur­

ance of the employees as well as trade un40n activ1ties. 

3. The company may employ foreign cit4zen5 4f this i5 Just4fied 

by their special qualifications and upon receiv4ng consent 

of the local adm4nistrative authOr4ty of speclal competence 

at the voivodsh4P level. 

Article 3) 

1. The company's salary system lS determ4ned ln contrace or 

otner rounaing documents of the =ompany or ~n the reso~u­

t~ons 0 f ~ ts organs. 

Salarles of =ompany employees are fixed and payed ln zlotys. 

J. Employees mentloned ln article 32 par. 3 :nay rece4ve ..:p tO 

50\ of t,lelr sal.lries ln forelgn currency out or the com­

pany's fore4gn currency funds ,artlcle 21 par. 3/. At ~he 

request of the emoloyee thlS part of the salary may be trans­

fered abroad ~lthout a separate forelgn ~xcnange permlt. 

CHAPTER -; 

!'ransfer of richts resultlng from oartlclpat4on ln 1:.'1e comoany 

Art:1cle 34 

1. Each partner may dispose of hlS shares or stock 4n the 

24 
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company only with the consont of the other partners. Such 

consent shall be expressed in writing. 

2. The partner to whom the consent to dispose of hi. shares or 

stock was denied may request the other partners to name 

another buyer within three roonths. In the absence of agree­

ment concerning the priee, date of payment or ether condi­

tions of the purchase, these will be determined by the court 

on application by the interested party after consultation 

Wlth experts. 

3. If the buyer has not been named or the buyer fal.ls tO pal' 

the priee 'liithin the t1me-l1mit set by the court, or if the 

permit ment10nect in article S is denied the company 18 dis­

solved. 

Article 3S 

1. The sueeessors of a partner who was a natural per~on ~a~ 

become partners upon recelvlng consent of the o~~er partners 

and a permit referrea ta ln artl.cle 5. The sarne ~o?~l.es tO 

the legal successor of a legal persan. 

~. In the absence of an agreeMent respeCtlVe prOVlSlcns o~ 

artlcle 34 par. 2 and J are applied. 

Art.icle 36 

1. If the sale of shares or stock ~s ta ëake pJ.~ce ..lj ",a: .lf 

exeCutlon the campan, "-al'. Nlt~in ~ne ~ont~ ai~er rccel/lng 

notice :Jrd~rlng t.he sale. lndlcate a persan IIlO .tlll bUï the 

snares or 3t.ock at the ?rlCe aeter~lnea ,n appllCatlOn oy 

the court after consultatlon .tlth experts. 

2. In the sbsence of a request tO detcrmlne ~~e ?rlCe or :f 

the pr1ce nas not ~een ?a~d ~o ~ne court exeCUtl'le oifl~er 

by the person named ov the ::ornpany "'lth~n one mont:l after 

the company nas bel;:" not1fleu that a prlce has been deter­

mined, the shares or stock shall be sold according to proce­

dures referred ta ln provlsions on executlon. 

2S 
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Article 37 

In the event of ll.quidatl.on of the company Pol ish partners 

enJoy the right of pre-emptl.on of property and rl.ghts cons tl.­

tuting the company's assets, unless contract or other founding 

documents of the company provide otherwl.se. 

CHAPTER 8 

Settlement of disoutes 

Artl.cle 38 

1. Disputes ta wnl.ch the company is a party are settled by a 

court. 

2. Disputes as l.n par. l may be submitted to a court of concl.l­

lation l.n accordance with prOVl.SlOnS ln force. 

CHAPTER 9 

Final orovis1.ons 

Artl.cle 39 

In article 24 p.sr. l item 4 of the law on the self-management 

of employees of state enterprise of September 25, 1982 IJour­

nal of Laws No. 24 item 123/, the words "as well as companl.es" 

are added. 

Article 40 

The activities of the companies are supervised by the Minister 

of Foreign Trade. 

Article 41 

1. This Law does not apply ta companies whose establishment 

and activites are governed by provision, of the fOllowing 

lawa: 

26 

11 The Law of 6 July 1982 on the principles of conducting 

econcmic activit1es in the field of small scale industries 

by foreign legal and natural persans on the territory of 

the Pol1sh People's Republic /Jo.lrnal of Laws 1985 No. 13 

item 58/. 



- 162 -

21 The Law of February 26 1982 - Banking Law IJournal of 

Laws No. 7 item 56 and Journal of Laws 1983 No. 71 item 

318/. 

2. This Law does not apply, save as provided ln article 42, to 

international corporations unless international agreements 

provide otherwise. 

Article 42 

1. If an international agreement mentioned in art. 41 par. 2 

provides that an international corporation or its branch 

having it~ seat on the territory of the Polish People's 

Republic possasses the status of a Legal pers on Sluch corpora­

tion or lts branch obtains the status of a Legal person as 

soen as lt i5 entered ~nto the commerc~al register. 

2. Entry lnto the commercial regi~ter follows a request of a 

competent organ of the international corporat~on or of ltS 

branch. A certifled copy of the Follsh text, or a cert~fied 

translat~on into Fol~sh of the agreement on the establish­

ment of an ~nternat1onal corporation ment~oned ln art. 41 

par. 2 or of ~ts brancn. 15 the caS1S for reglStrat:on. The 

agreement should be accompanled by a 11St conta~n~ng tne 

names of members of the board of dlreCtors and ?lenlpoten­

tlarles of the corporatlOn or lts brancn 

3. Provlslons on the commerclal reqlster correlat~nq ~o llm~ted 

liabillty compan~es. save as provlded ln the .nternatlonal 

agreement. are applled ~o the reglstrùtlOn of .nternatlonal 

cvrporat~ons or thelr branches. 

Art:1.cle 43 

The Law enters ~nto force on the lst July 1986. 

Source: A. Burzynskl, A Foreign Investor's GUlde 
to the Law of 23rd April 1986 (Warsaw: 
Informatlon and Legal A,d Centre, POllSh Chamber 
of Foreign Trade, 1986) at 13. 

Reproduced with permission. 
27 
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APPENDIX H 

DETAILS OF JOINT VENTURES IN THE SOVIET UNION 

Tirough Iheend of March J988. 36jOlni ventures WllhfOrelgn parrners had been reglslered ln the USSR, This listing glves 
Ihe delalls as recarded by USSR Irade offiCiais 

Rceislralion 
:'<10, Dalt 

1 12'{)5·87 

2.22.()6.87 

3 23·()6..87 

4 23.()6.87 

S 29·()6.87 

6 16.{)7·87 

7 1607 87 

8 18·09·87 

9 02·1()'87 

10 15·1()'87 

Il 2910·87 

12 19·11·87 

13 26-11·87 

14 27·11·87 

15 04·12·87 

16 09·12·87 

17 11·12·87 

18 15 12·87 

.... mt or j01n1 
yrnlurr 

Liltara· Volanpak 

Est·Fmn 

Igmna·Tamku 

Kompamya 
Moskva·Ashok 

EKE·Sadohn 

Khomatd 

Pmokam 

Infa·otel 

Lenvesr 

50\ plasmal 

Yalig·lnzhmmng 

PRIS 

Konsofin 

TechOlkord 

Inrerhadro 

SovventtekSllI 

Sofraplast 

SO'VlCI plrtncr and 
ils sharr ln capItal 

"Lnrara" Trust (SIg,ro) 

"V Klemenu" Sewmg 
Trust (SI g,ro) 

"Irkutsklesprom" 
Foresr Indusrry (51 g,ro) 

Mosgonspolkom (60g,ro) 
Rallway Restauranr 
Trust 

Repubhc Trust 
"Estkolhozstro~" (60"10) 

"Ordzhonoktdzc" 
Machme Tooi Plant 
(6807. ) 

"NlZ,1nekamsknefte· 
khlm" Production 
Trust (5450]0) 

Odessa "Janu3n 
Upnsmg" Heav} Cralle 
Production Trun (600/0) 

Imunst (511\'0) 

2nd Lenmgrad Shoc 
FaclOry"Proletarska)3 
Pobeda" (600:0) 

Produc!lon Trusr 
"Usbytplasuk" (780;0) 

Yaroslavskly 
Zavod Tophunoy 
Apparatury (SI 070) 

Production Trusr 
Neftekhlmavtomauka 
(51 'ID) 

Glprobum (51 UJo) 

State Research 
Insuture for Mmmg 
and Chemlcal Raw 
Matenals (78 62SUJo) 

Moscow Avtauon 
Insmure (4OUJo), Ali 
Umon Centre for the 
Srudy of AgT/cultural 
Resources (3SUJo) 

Moscow Producllon 
Enterpnse for Non· 
Fabnc matenals (67'1.) 

Soyuzglavtoresursty 
(42 7'10), Pol ymer 
(273'1.) 

Llsling concluded ln nexr week 's BEE 

BUSINESS EASTERN EUROPE 

F omgn partner 
and capital sharr 

Volan Pack 
(Hungary 49g,ro) 

Kau·Munli 
(Fmland 49%) 

TamKu·Tradmg 
(lapan 40~1) 

Indlan Tounst 
Developmenr 
Corporallon (4OliQ) 

Sadohn OY 
(Fmland 40"10) 

Hememann Maschmen 
und Anlagenbau 
(W Germany 32Uio) 

Mmeralol Rohstoff 
Handel 
(W Germany45 SUio) 

Llebherr Inter· 
nallonal 
(Swl[urland 400/01 

Fmnalr (Fmland 490io) 

Salamander Impon· 
ExponGmbH 
(W German)' 400;0) 

Alma Rose 
(Ital) 22 1170) 

L1MAG 
(Llechtenstem 49Uio) 

Combusllon 
Engmeermg Inc 
(US 49'7.) 

Jaakko Povry OY 
(Fmland 49'1D) 

SocIete Nouvelle de 
MeralllZ3l1on Industrie 
(France 21 375070) 

Amrallorheque 
(France 20Uio), 
Delta Tradm'I 
(ltalr 50io) 

Temaforg 
Hungary (3317.) 

Compagme Oh vIer 
(France 30'1.) 

131 

Foundatlon 
capual 

T R 800,000 

20mnR 

20mnR 

o 3mnR 

1.05 mn R 

47 669mn R 

9 42mn R 

20r,mR 

10 2mn R 

35 mn R 

2J 561 mnR 

09mnR 

315 mn R& 
S8mn 

o 5mn R 

4,088,799 R 

OBmnR 

T.R 72mn 

IlmnR 

Sphrrt 
or aclivity 

PackagUlg marenals & packmg 
rintshed products 

Llgh! mdustry producrs 

Production of sawn 
IImber marenals 

Dehh Indtan 
restaurant m Mosco\\ 

Production of wood 
preservmg & stammg coatlngs 

Production of larhes, work 
cenrers & flextble produClion 
modules 

Ethylene glycol 
production 

Production of self· 
propelled cranes 

Horel for forelgn roumts 

Shoe production 
&. sale 

PlaSllC consumer 
goods & souvenirs 

Consrructlon & rechnologlcal 
proJects ln mach me btuldmg 
&. metal worktng 

Process control planning &. 
production 10 the petro· 
cherrucal & chemlcal mdustnes 

Construction plannmg 
services 

Cord matenals for gas 
thermal spraymg 

Complexes for data 
processmg, ex port 
of software 

Processmg of 
texllIe wasre 

Polythene bags & 
nowerpots from 
polymer waste 

APRIL 25. 1988 

Source: Duslness Eastern Europe (25 April 
l2 May 198B) 14l. 

1988) 131, and 

Reproduced with permission. 
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DETAILS OF JOINT VENTURES IN THE SOVIET UNION 

ThIS wtek 's BEE concludts the I/SI of jOint venturtS began last WN'k on page 131 

Rrcis!r1l1on 
No. Dllt 

19 24-12·87 

20.28-12-87 

21 29-12-87 

22.30-12-87 

23 31-12-87 

24 14-01-88 

25. 15-01-88 

26.22-01-88 

27.26-01-88 

28 26-01-88 

29 27-01-88 

30 09-03-88 

31 10-03-88 

32 11-03-88 

33 14-03-88 

34.21-03-88 

35 24-03-88 

36 30-03·88 

/lflmt of jola! 
"tnlare 

Neptune 

Duwmka 

Dwogue 

Interfakel 

TISsa 

Tavna 

Enkha 

MSZWendl 

Pctrovollh 

"Jomt VM1ture 
Burda-Moden" 

Sovllalprodmash 

FazlsS P 

18-1ugaspon 

Tlrpa 

Borliorg 

ESlIek 

Telur 

Kompamya 
Lemngrad-Chayka 

BUSINESS EASTERN EUROPE 

Soflfl JlII1DU lad 
ils shl~ la apilal 

SovnbOot (5a;0). 
Promornbprom \231.'0). 
Salhalmrybprom (23'7.) 

V /0 VneshtorgJzdat 
(101J.) 

Kamaz (32 6'tt). MGU 
(13.0'1.),IKI (72"'0). 
TSEMI (13 O'io). 
GDIVTs 
VDNKn (2 6t7g). 
V ncslllckhmka (9 8'7.) 

ExpenmentaJ 
lahoratory "Fakel" 
(5 l 'tt), Gosagroprom 

V /0 Soyuztorgreklama 
(67 1'7.) 

"Soyuzarulprom" Trust 
(SI"') 

Production Enterpnsc 
Neftekhlmavtomatl~a 
(51 '7.) 

Moscow Machme Tooi 
ButidlOg Factorj (64'70) 

Petrozavodskbummash 
v/a K1ummashckspon, 
V la Soyuzorgbumprom, 
(SI '1.) 

V la Vneshtorglzdat 
(SI'i.) 

Volzhskprodmash 
(73 344'70) 

POllplysklV Tem· 
terronallnter-
Branch Trust (62 20:0) 

Sovmlerspon (51'i,) 

Moldavlan Prod T rUII 
"Tochhtmash" (73 30i,) 

BonsovsklY Combme 
for Processmg Second 
ary Raw Malmals (55"0) 

ProductIon Trust 
ESllmeks (5 l'io) 

Pannskly Telephone 
Factory (5 l '7.) 

Lenmgrad Cn~ 
&: Cafe Trust (51 4DJo) 

Fo~le" p.rtaer 
and npilll shlre 

Sk.arosAG 
(Sweden 490i.) 

Gerald Compu/ers 
(UK 30'7.) 

Management paTIner· 
sh,ps International 
Inc (US 21 8'1.) 

MTs (Austna 49'7.) 

Enterpnse "Mah,r" 
(Hungary 32 91i.1 

SandozAG 
(Swltzerland 49'7.) 

"Mernr Slsteml" 
Energomvest 
(Yugollavla 49'70) 

WendtGmbH 
(W Germany 36'7.) 

lM V\llthAG 
(Austna 49'7.) 

Anne Burda GmbH & 
Co (W Germany 
25Vfo).Fmostahl AG 
(W Germany 24'10) 

FAT A European 
Group SpA 
(ltaly 26 656'70) 

W Post .mbH 
(W Germany 37 8'70) 

Radugd /Japan 49117~) 

Malll Group SpA 
(Ital} 26 7PJ.) 

Tcmaforg 
(Hungary45V/,) 

Fouad'lloa 
npltal 

ISmnR 

103,o.wR 

153SmnR 

258,000 R 

152 mn R 

75mnR 

5971 mnR 

2,890,000 R 

500,000 R 

IOmn Dm 

194 mn R 

3.056,600R 

40mnk 

12mn k 

T R 6.2bmn 

Ok rasa GmbH & Co 5~" li 
~G (W Gmnany49'lo) 

Telcfomca Inter 56 mn R 
naclonal & Amper 
(~pam 490i.) 

Kompamya "Chayka" 3Sû .A1J f( 
& Beer Brewcry 
"Bavana" Sankt 
Pauli AG (W German) 
486'10) 

141 

Source: Business Eastern Europe (25 April 
(2 May 1988) 141. 

1988) 1 31, and 

Reproduced \o'lith permission. 

M.nume IOSlallllll1Ol. Iras 
mg of VCI\ch. shlp-bulldmg, 
dccp-frcczms mstallallons 

Computer systems for 
teachmg & word procmmg 

Assembly of PCs, 
marlcctmg of 
sen ,ces 

Equlpment & material for 
strVlCln, machme 
components 

Melns of adven ISIng 
& advertlSlOB servICes 

Dye stuffs & olher 
chemlcal products 

ProducIJon, mstallatlon '" 
repalf of turbmes 

Machme tools for makmg 
remforccd plates 

Plannmg production lIRes &: 
equlpmenl for Ihe paper 
mdustry 

Production & sale 
of prmted product s 

Commercial refrlgerallon 
equlpment 

ProduC1lon & $<Ile of frame 
furnlture. medlcal 
accessones etc 

~p01t & hcalrh rCnim 

Production of pres\ 
forms fOi ShOfl 

Makmg h,md towel\ 
from chenlleal & 
textile wa\te 

Production of lporl c,m 

ProduC1 IOn of tlectromc 
telephones & other rnean~ of 
communication 

Sale of serVlLel rdated 10 

runnang a uer man becr 
restaurant 

MAY 2.1988 
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APPENDIX 1 

TABLE 6 
I~ 

JOint ~entures domlCded ln Czrc:hoslnw.· 

Fortlp'parrnu(J} E9 ulty Eq'''/)' c",./~-
Jo •• r company Found.d (tnterprlJe dI1d COU"rry J JIta" CtrchoJlo.aA par_r(J) JAor. 'IOhOl! Typ. 01' brandI of «n .. /)' 

1 AVioX 1917 N V Ph,IJp' (Nolhorland.) 20 1
/. Tesll Consumtr EltClonlCi 10% uns 0 M.nuraClu~. ,,1 .. Ind IJIl>O" 0( 

FTOTrnutl, 10% mrillOtl ",deo N<Drd," 

l lloSSI:.K 1917 AS Sonolet (Oonmart) .9'/. roll. ullonIO'l Equ'pmonl 51'/0 USll.O Dewlopment. manuracture, IIJI and 
m,Illon Ixport or producu UI" tor 

hquld dlrom.toaraphy 

) 1I0TELlNVLST a 1911 WARIMPEX (Au'lna) <11)'" cEDOK Travel Orpn'llloon 51'/0 nL RlnOYlIoOn 0( VlIII,n, 1101.1. and 
ClH\Hrvcllon or ntw ont •• allO 
hole' m&ftl"mlnl 

• Dued on l'q)ort. appeanrJ ln wellern peflochall Coven \hl periocl ta II Dtamber 19'7 

• Elltb/o.hod on 3 hnulry 1911 

4. TOURINVEST 1988 CAMPE NON 49% CEOOK Travel 51% Ffr 75 Renovation of a hotel 
BERNARD (France) Organ1zatlon mill ion in I3ratislava; construction 

of a hotel in Prague. 

5. BALNEX 1988 WARIMPEX n.a. BALNEA n.a. n.a. Construction and renovatlon, (Austn a) of health spas. 

6. RECOOP TOUR 1988 TRAIJEX n.a. REKREA n.a. n.a. Construction of a hotel and 
(Austria) alr terminal in Prague. 

7. LUWEX 1988 Austrian firm n.a. AIR ENGINEER- n.a. n.a. Production of alr-
ING WORKS, cond it i on l ng and ventila-
Mil evsko tion equipment. 

8. r·1SZ 1988 West German n.a. OOLNI NEMEC n.a. n.a. Livestock breeding. 
fi rm cooperative 

farm 

Sources: United Nations Economlc Commission for Europe, East-West Joint Ventures: Economie, Business, Finaneial 
and Legal Aspects (New York: United Natlons Publications, 1988) at 76 and "CSSR Lists Western JVs", 
Buslness Eastern Europe (2 May 1988) 138. 

Reproduced with permission. 

~ 
m 
U1 



APPENDIX J 

TABLE 7 

Joint ventures domicilecl in Pollnd· 

For.,1'! part71"(J} Eqully Eqully Copi/ai. 
JOln/ Comptllly Found.d (tn/"pnJ. tmd country) Jhtu. Poluh part71tr( J} Jhar. .zonan 

1 LlM 1917 Marnolt International Holel Co 24'/. LOT POluh AltllnOI 52'/. 12 b.lllon 
1 Unilfd 51110') Austrlln 
IIblu ConllruClion Co IAulI"") 2"'/, Ichlllln, 

TECH NOD lAMANT /917 FL T MOIIUX (Btlilum) Il. Technocabtl CIE IMPEXMETAL n. n. 

INTERKOTLIN 1917 VOS Produkl.nhlnd.1 n. ",ropol. RSP KOlhn n. na 
(Nethullndl) 

• CEMENT TECIINOLOGY POLAND 1917 Zement and Fller1.echnlk 49'/. Budlme_ 36'/, rlOO m 
IFedonl Rrpublic or Gormln~) Ital l'II Chace 11% 

hollql Kil_CR 4'1. 

O/GITAL LADORATORIES 1917 Acll .... Ttchnolo,.t. An,lodll Lld. fta LABCOMP. UNI MOR. ni na 
INTERNATIONAL (balh Ul\llrd Kinldom) UNITRAI!LTRA 

ITHK 1917 Industne Technlt Wllrwerkllnll,en 
GmbH IFede .. 1 Republtc or Germiny) 

na. Huta Ko,oulta na. fta 

POLNISSKOSHER 1917 KtlmOI InlemlUonl1 Hlndol ni POLMOS na na 
·und WuUchallJ It>MI ... • 
Anll,on A G ILt.chlennetn) 

• ATI!MPOL 1917 ATEM·G •• eU,chan fuer na CENTROZAP HUlmuzprolett· ni. no. 
AutomIU'lerun&rtlchnlt Hopelta 
(Frd'l'Il Rrpubltc of Germiny) 

, FURNI!L INTERNATIONAL 1917 InlemlltOnl1 Compulen Ltd na PAGED. METRONI!X, Compuler ni na 
IUnlled K.nldom) Inlerpn.e MERO·l!lZAB. TIMBER 

enltrpnsl MARCHLEWSKIEGO. 
Enterpnll Grill Proleuna'. 
K .... lI:o. fumitun: tnterpnll. 
Ja.le plntd. balrd en\trpn ••• 
Ollinct BOlrd for Sille Forell. 

10 I!URO-KONFfJe 1917 Euro·Pallllen Impon GmbH na. CPOLEM na na. 
(Fede ... Ropubllc 0( Germany) 

11 HANNA BARBeRA POUND 1917 Hann. Barben Productions_ na. pp StudiO Blcl.ko--B'lla. Ill. no. 
Cul'ltl Inllmlliono' pp Popu'ar Film Slud.o 
(UnUed SIIIOI) Wrod ... 

1:1. SEMECO 1917 S ... n.k. Conb A B IS ... don) na. SERWIdOTOR. METROL Ill. nI. 

n l!>ïI!RPRINT l'" RMC TUIJIe Group (Oonmark) na. OZIANILANA. TEXTILlIoCPEX n.a. nI. 

• Band on f'IpOI'II opp .. "n, in •• Iem penodtals. CQwn Ibe period ID 11 Dtc:amller 1,.7 

Sources: Unlted NatlonS Economic Commlsslon for 
and Lega1 Aspects (New Yor~: United 

Europe, East-West Joint Ventures: 
~ations Pub1ications, 1988) at 77. 

Reproduced \oJith penn; 5S i on. 

e 

Typt or brtlllCh of Qcnvlly 

Construction and opt""lOn of. '"OOO~ 
bed hale'. conference centre and 
Ilmblln, caJlno ln Wanlw 

\1anuflcture and sale or cultlna tool. IOcor-
patahn, nl'ura' and lynlheC.c d'.mond. 

Pro<,,"n,. drytn, Ind P"ckll,n, of 
rfUIiS and velet.blts fot expon 

Manu(lccure or cement and wood·ch'p 
panels and related clementi 

O ... lop 1. mlnuhelure produc11 t~ fiold of 
œmpulerr. rebella, and opiO rJIClTOmD 

Froœsl1n& of metillurilcai .ute. servi te. 
and con.u1llnl ror the Ileel Indultry 

ProductIon of kosher .Jcohohe beve"I'" 
and olher kOlher food pradUcll 

Oe\'elopme:nl or pro,rlmme. fot Ne and 
CNe m.chlne WO'J ...... 

m 
Oevt1opmtnl Ind mlnuflclure of fumtlure, m 
mmputen, olher tledonlC producu. 
provrded JOnware and œn.ulun. 
.UYU21 

Wood ProteU1n1 

'olntty produc:e anamated film •• rnanap 
,ale o( copyn,hll for Hanna Ilarbcra VeR 
mm. in Poland 6. oth." CM'EA muntn ... 

PradUCR plcka"n, for ",d.a Wstl\tl. 
complct dlSt" baby IInlury produClI. 
a4hftlvt: l'be'iS. tounft produdJ and 
houlehoki .pph.ncu 

ProYtde. lochn.ClI "'MCR' for 
ImbolHd pnnunl on lextJle • 

Economie, Buslness, Financial 

::j 
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APPENDIX K 

ORAFT PROTOCOL FOR A JOINT VENTURE IN THE U.S.S.R. 

The following is a draft protocol for a Joint Venture that was 
recently made available from various Ministries of the Government 
of the USSR. It may be used as a model and by its nature is only 
a starting point for negotiations. Please note that this is an 
unofficial translation and draft text only. 

Of Intent between Firm 
one hand, and V/J 
organization on behalf 
other hand, concerning 
produce 

(Site of Signature) 

(Date of Signature) 

PREMBLB 

PROTOCOL 

----------------------------------~ 
on the 

(or another 
of the Minist.ry, or the Department), on the 
a Joint Venture in the USSR territory to 

(object of production). 

v/O and Firm , desirous to 
----~~~~~~--~--promote long-term cooperation between the USSR and 

----~=---=--"=' within the framework of the agreements concluded 
between the Governments of these countries: 

Recognizing the importance and mutual benefit of cooperation 
between v/o and Firm in 
establishment of a Joint Venture in the USSR territory to produce 

(object of production) and with the view ta 
coordinate efforts aimed at achieving the highest technical and 
economic effect in the field of (field of 
cooperation) state the following intentions concerning the 
principles of the long-term cooperation. 

1. SUBJECT 

The purpose of cooperation is establishment in the USSR territory 
of a Joint Venture to produce (abject of 
joint production) and marketing of these products in the USSR 
territory, (country of the firm) and in third 
countries. 
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2. OBJECT /OBJE~S OP JOIBT PRODUCTIOII 

The object of joint production shall be 
(Trade of Firm name of Products). Field of application 
Technical specifications of object of joint production: 

As demand in the sales markets changes, technical specifications 
of objects/objects can be readjusted by the decision of the 
parties in the course of production. 

3. ORGAlIIZATIOli 01' JOIe VDTue 

To establish the joint venture capital ls required in 
of (to be specified during negotiations). 
share of the Soviet partner shall be not less that 51 
the amount of the capital, and the firm's share of 49 
the amount of the capital. 

the amount 
Here the 

percent of 
percent of 

The Soviet side, as investment of its share of capital, May 
provide for the following: 

lease of site of __ ~ ________ ~M2 (Tha cost to be specified 
during negotiations): ",' 

technological equipment (the list of equipment available at 
the enterprise shall be subject to negotiations with the firm 
in terms of correspondance of supposed technology to future 
production. The value of the 1ist of equipment shall be 
finalized with the firm): 

available infrastructure including social issues (canteen, 
club, etc.)-: 

raw and other materials (cost and annual volumes to be 
specified during negotiations): 

cost of other services (participation in modernlzation, 
reconstruction, supply of necessary components, etc.) 

4. METHOD 01' STABDARDISA'l'ION OP OBJECT OF JOIlIT PRODOCTIOli 

Technical documentation necessary for operating the joint venture 
sha11 be (domestic, foreign or joint 
deve lopmen t) • 
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Technical document.at.ion shall be submitted (by when) 
in the necessary and sufficient volume and character to start 
production of object meeting world standards and requirements of 
future marketiS. 

The list of necessary technical documentation -----------------shall be specified during negotiations. 

Upon receipt of technical documentation in full volume the parties 
shall agree upon the following organization of work to make trial 
sample of object/objects of joint production 
(procedure, organization, time-limits to be agreed upon 
additionally) . 

5. PLANRED VOLUMES OF PRODUCTION 

Planned volumes of production by years shall be as follows: 

6. ORGANIZATION OP ACTIVITY OF JOIJ!I'l' VDTURE 

While elaborating the agreement and by-laws of joint venture the 
following principles may apply: 

property of joint venture ahall be evaluated in 
(currency) and taking into account world prices:-------

partner firm may utilize its share of profit for new invest­
ment into development of the enterprise: production: 

the enterprise shall plan its activity upon the basis of 
dsmand in the sales markets and upon foreign exchange 
potentials of the partnersi 

foreign trade operations related to the economic activity 
ahall be effected by the joint. venture itself or thn>ugh 
Soviet foreign trade organizations. Provision of Soviet 
production with material resourcea and sales of products to 
Soviet consume~s shall be effected through Soviet foreign 
trade organizations at agreed prices, taking into account 
world prices: 

the enterprise staff shall be composed mainly of Soviet 
citi?ens. The enterprise ahall be managed through the board 
and the management. 
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The Board shall be the highest body of the joint venture. Current 
operation of the economic activity shall be carried out by the 
management. Chairman of the Board and General Oirector shall be 
citizens of the USSR. 

Conditions of payment and schedule of work and rest of Soviet 
citizens employed by the joint venture, their social security and 
insurance shall be regulated by Sovie't. labour legislation and paid 
by the enterprise. 

These norms app!.y to foreign ci tizens who will worlt at the 
enterprise, without covering the matters of payment of labour, 
leaves and provision of pension. Necessary deductions shall be 
transferred by the enterprise into the country of permanent 
residence of a particular foreign specialist to the budget of the 
partner firme 

A list of jobs and number of highly sltilled foreign specialists 
shall be agreed upon while preparing the agreement. 

the enterprise's liabilities under its obligations shall be 
limited only to its property. 

the enterprise shall be established and shall operace on the 
basis of USSR Legislation, the enterprise's by-laws and 
the agreement. The enterprise shall start its activity after 
being registered with competent Soviet agencies. The joint 
venture shall be a juridica1 person of Soviet law. 

When necessary, a branch of the joint venture may be 
established in the territory of the partner f irm s country 
which shall be registered in accordance with Legislation of 
that country. 

7. MODEL STRUCTURE 01' 'l'BB &Y-LUS OF JOUIT VE!l11lRB 

To prepare the by-laws of the joint venture the parties suggest 
its following structure: 

7.1 Name of Joint Ventur.e, registered addresses 
7.2 Legal status of Joint Venture 
7.3 Objectives of Joint Venture 
7.4 Capital 
7.5 R.Lghts of Founders 
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7.6 Meeting of the Board 
7.7 Decisions of Meetings of the Board 
7.8 The Managemen t 
7.9 Decis ion of the Management 
7.10 Officials 
7.11 Finance and Audit 
7.12 Attraction of Funds 
1.13 Principle of Profit Distribution 
7.14 Liquidation 
7.15 Validi ty Period of the agreement. On establishment of the 

joint venture the protocol of intent cannat be construed 
as a legal baeis for any commercial obligations of the 
parties that signed it. 

The Protoco1 shal1 be valid til1 _________ , 198 
• 

Signed: 

For the Firm: For V/O (or for other organizations 
on behalf of the Ministry, 
Department) : 

NOTE: The above issues are model issues and can be arnended 
(reduced) with necessary data obtained in the course of negotia­
tions. The provisions of the protocol can be implemented only 
subject to adoption of the relevant 1egislative act of the USSR on 
establishment and operation in the USSR territory of joint ventures 
with firms of capitalist countries. 

Source: U.S.S.R. Trade t·l15510n ln OtLd\Jct. 

Reproduced \v; th perm; 55 1011. 
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APPENDIX L 

PROTOCOLE D1ENTENTE POUR ENTREPRISES EN PARTICIPATION EN U.R.S.S. 

Le texte qui ~uit est un mod~le de protocole d'entente pour entreprises en 
participation récemment mis de l'avant par divers ministerés du gouvernement 
soviEtique. Vous noterez que ce texte est une traduction non-officielle et, 
qu'! ce titre, il n'a qu'une valeur de brouillon. L'on peut s'en serv:l.r comme 
modale mais il ne constitue qu'une base de négociation. 

N.B. (1): 

N.B. (2): 

dans le texte, le prêfixe V/O devant chaque F.T.O. (organismes 
chargEs du commerce extêrieur de l'U.R.S.S.) doit être suivi du nom 
de l'organisme pertinent ou de l'agence comp~tente en U.R.S.S. 

Le terme aoglais joint venture a êtê traduit par l'expression 
"entreprise en participation". 

PROTOCOLE 

d'intention entre la compagnie 
----------------------------~-----------------d'une part, et V/O ~~--~~--~----~~--~--------~--~-(ou une autre 

organisation au nom d'un minlstare ou d'un département), d'autre part, 
concernant Jne entreprise en participation sur le territorire de l'U.R.S.S. 
dans le but de produire (produit) • 

PR!AMBULE 

V/O et la compagnie ________ ~~~~~----~~---
désireux de promouvoir la coopération a long-terme entre l'U.R.S.S. et (le 

~--::--
Canada) dans le cadre des accords conclus 
entre les gouvernements de ces pays; 

Reconnaissant l'importance et l' a .... antage mutuel d'une coopération entre V/O 
~ __ ~~ __ ~~ ______ ~~ ______ et la compagnie ~ __ ~ ______ ~ ________ ~ __ ~ __ __ 
dans l'établissement d'un entreprise en participation sur le territoire de 
l'U.R.S.S. dans le but de produire __ ~ ____ ~~ __ ~ ____ ~ __ ~_ (produit); et 
afin de coordonner les efforts visant a atteindre les plus hauts standards 
techniques et Economiques dans le domaine de 
(domaine de coopération); font êtat des intentions suivantes concernant les 
pr'Lncipes dl une coopération a long-terme. 
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SUJET 

Le but de cet effort de coopEration est l'êtabllssement sur le territoire de 
l'U.R.S.S. d'un entreprise en participation visant la production ~ __________ __ 

(produit en production conjointe) et la mise en marché de ce 
--~~------produit sur le territoire de l'U.R.S.S., (du Canada) et dans des pays tiers. 

2. OBJET/OBJETS DE PRODUCTION CONJOINTE 

L'objet en production conjointe sera ___ (type de 
produit ou marque de commerce). Son domaine d'application est 

Les spécifications techniques de l'objet en production conjointe 
sont: 

Etant donnê que la demande Bur le march~ des ventes peut changer, les 
spécifications techniques du produit/des produits peuvent être r~ajustêes en 
cours de production suite à une décision des parties impliquées. 

3. ORGANISATION DE L'ENTREPRISE EN PARTICIPATION 

Pour instituer l'entreprise en participation un principal au montant de 
(à spécifier lors des nêgociations) est requis. La 

----~--~~~~~--------part de l'U.R.S.S. ne sera pas inférieure à 51 pourcent du principal et celle 
de la compagnie ne dépassera pas 49 
pourcent du principal. 

Le cOté soviétique, pour acquitter sa part du capital, peut fournir les 
éléments suivants: 

Ml (montant à déterminer lors ---------------------bail du site de 
des négociations); 

équipement technologique (la lis~e des ~quipements disponibles pour 
l'entreprise sera sujette à négociation avec la compagnie et sera 
déterminée en relation avec l'utilisation anticipée de la technologie 
dans la future production. La valeur desdits équipements sera agrée 
avec la compagnie); 

infrastructures disponibles incluant les apports sociaux (cantine, club, 
etc ••• ); 

matl~res premières et autres mat~riels (coOt et volume annuel à 
d~terminer lors des négociations); 

coOt d'autres oerviceo (participation à la modernisation, reconstruction, 
fourniture de composants, etc ••• ). 
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MlTRODE DE STANDARDISATION DE L'OBJET EN PRODUCTION CONJOINT! 

La documentation technique n~ce~saire à l'opération de l'entreprise en 
participation sera (domestique, ~trang~re ou 
d~velopp~e de façon conjointe). 

La documentation technique sera soumise (date) en quantité 
suffisante pour débuter la production d'un produit r~pcndant aux normes 
internationales et aux exigences futures du marché. 

La liste de la documentation technique néceosairc --------------------------sera détermin~e lors des négociations. 

Sur r~ception de toute la documentation technique n~cessaire, les parties 
seront convenues de l'organisation suivante du travail afin de produire les 
~chantillons de l'objet/des objets de production conjointe ~~ __________ ~~ __ 
_________________________ (procédure, organisation et délais à être stipul~s) .. 

s. VOLUME DE LA PRODUCTION 

Le volume de la production sur une base annuelle scra le suivant: 

6. ORGANISATION DES ACTIVITES DE L'ENTRREPRISE EN PARTICIPATION 

Lors de l'élaboration de l'accord et des rêglcs régissant l'entreprise en 
participation les principes suivants pourront s'appliquer: 

les propriétês de l'entreprise en participation seront évaluées en 
____________________ ~ ________ (monnaie) en tenant compte des prix mondiaux; 

la compagnie associ~e pourra utiliaer sa part de profit pour fins 
d'investissement dans le développement de l'entreprise ou de sa 
production; 

l'entreprise planifiera ses activités en fonction de la demande sur le 
march~ des ventes et en fonction du potentiel générateur des partenaires 
en devises ét~angère8; 

les transactions de commerce international reliées al\x activités 
~conomqiuea de l'entreprise en participation seront effectuées par 
l'entreprise elle-même ou par une agence (organisation) soviétique 
compétente. La fourniture d'intrants pour fins de production et la vente 
de ces produits aux consommateurs soviétiques seront gér~es par des F.T.O. 
(AgenceG soviétiques de commerce international) à des prix négociés 
tenant compte des prix internationaux. 
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le personnel de l'entreprise sera principalement composê de citoyens 
soviêtiques. L'entreprise sera gêr6e par un conseil d'administration et 
par des cadres. 

Le conseil d'administration sera l'instance première de l'entreprise en 
participation. La gestion des affaires courantes sera sous la responsabilitê 
de la Direction. Le Président du conseil d'administration et le Directeur 
général seront des citoyens de l'U.R.S.S •• 

Les conditions de travail, le tempe de repos, les ~chelles salariales, les 
assurances et la sécurité sociale des employés soviétiques de l'entreprise 
seront régis par le code du travail et les lois soviêtiques et seront payés par 
l'entreprise. 

Ces mêmes normes s'appliqueront aux citoyens étrangers travaillant dans 
l'entreprise mais ne couvreront pas les questions de la rémunération du 
travail, des cong~s et des pensions. Les déductions nêcessalres seront 
transférées par l'entreprise vers le pays de r~8idence permanente du 
spécialiste étranger au budget de la compagnie associée. 

Une liste des postes et le nombre d'employês hautement spécialisés seront 
sujets à entente lors des négociations préparatoires A l'accord: 

le passif de l'entreprise sous ses engagements sera limité à seulement 
sa propri~té; 

l'entreprise sera établie et opérera selon le~ lois soviétiques, ses 
propres statuts et les clauses de l'accord. L'entreprise commencera ses 
activités apr~s s'être enregistrée aupr~s des agences soviétiques 
compétentes. L'entreprise en participation sera une personne juridique 
selon la loi soviétique; 

Lorsque nécessaire, une succursale de l'entreprise en participation 
pourra être établie-sur le territoire du pays de la compagnie associée 
et être enregistrée selon les lois de ce pays. 

7. MODELE DE STATUTS (DE CHARTE) POUR L'ENTRERPRISE EN PARTICIPATION 

Afin de préparer les statuts (ou la charte) de l'entreprise en participation, 
les parties suggérent la structure suivante: 

7.1 Nom de l'entreprise en participation, adresses enregistrées 
7.2 Statut légal de l'entreprise en participation 
7.3 Buto de l'entreprise en participation 
7.4 Capital 
7.5 Droits des fondateurs 
7.6 Réunions du Conseil d1adminstration 
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7.7 DEcisions du Conseil d'administration 
7.8 La Direction 
7.9 DEcisions de la Direction 
7.10 Les cadres (de l'administration) 
7.11 Finance et v~r1f1cation des comptes 
7.12 Sources de financement 
7.13 REpartition des profits 
7.14 Liquidation de l'entreprise 
7.15 PEriode de val1di tê de l'accord (lors de l'Etablissement de 

l'entreprise en participation le protocole d'entente ne peut 
être con8id~r~ comme ayant une valeur 16gale pou~ fins d'obli­
gations commerciales de la part des signataires). 

Le Protocole est valide jusqu'au 

Sign~: 

Pour la compagnie: 

___________________________ , 198 

Pour v/a (ou pour d'autres organisations 
au nom du Ministêr~ ou 
DEpartement): 

N.B.: Le modêle pr~cEdent n'est prbentE qu'l'titre d'exemple et peut @tre 
amendé au besoin lors des n~gociations. Les clausès du protocole seront mises 
en application suite 3 l'adoption de mesures législatives pertinentes (par le 
gouvernement de l'U.R.S.S.) concernant l'êtablissement et l'opêration sur le 
territore de l'Union sovi~tique d'entreprises en participation avec des 
compagnies provenant de pays à Economie de marchb. 

Source: Mlssion de Commerce de lIU.R.S.S. à Ot~awa. 

Reproduit avec permission. 


