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way to c rea te  a pol icy  to cover  the  economic  r isks  
of expor t  credits.  In A r g e n t i n a  and  Brazil the  ques t ion  
of expor t  c red i t  i n su rance  has  not  ye t  gone  fu r ther  
than  the  compl ica ted  ini t ia l  stage. W h e r e a s  in  Brazil, 
af ter  an  unfortun.ate s tar t  wi th  an  imprac t i cab le  
system, it is possible,  in theory,  to cover  bo th  eco- 
nomic and  pol i t ica l  risks,  in A r g e n t i n a  p lans  are  still  
shelved.  By se t t ing  up a specia l  jo in t  firm, the  p r iva t e  
insurance  sector  has  shown  its wi l l ingness  to cover  
the economic  r isks;  however ,  it is an t i c ipa ted  tha t  
from the  beg inn ing  the  State  will be  p repa red  to 
assume the  pol i t ical  risks. As far as the  pr inc ip le  is 
concerned,  the  r e l e v a n t  nego t ia t ions  h a v e  long been  
concluded in a pos i t ive  way,  but  a deadlock has  
been  reached ove r  technical  detai ls .  In the  r ema in ing  
count r ies  of La.tin Amer ica  no def in i te  s teps h a v e  ye t  
been  t a k e n  to set  up expor t  c red i t  insurances ,  
a l though  the  necess i ty  for these  is genera l ly  recog- 
nised arid is con t inua l ly  re i t e ra ted  in all r e l e v a n t  
programmes .  

Bureaucracy is often a Bottleneck 

In spi te  of m a n y  l acunae  and  def ic iencies  - -  and  
con t r a ry  to w h a t  is of ten a s se r t ed  - -  it must  be  

said tha t  in  the  field of f inanc ing  expor t s  of capi ta l  
goods from Latin Amer i ca  t he re  is no  pe rcep t ib le  
bot t leneck  - -  at  leas t  for  the  vo lume of goods cur- 
r en t ly  be ing  exported.  However ,  ,the v a r i e t y  of 
sys tems  a l r eady  in opera t ion  should  not  be  a l lowed  
to obscure  the  fact  tha t  much remains  to be  done.  
W h e r e  the re  are still  cons ide rab le  gaps, these  need  
to be  filled. The ma in  compla in t  of expor te r s  is t ha t  
the  m a n y  bureaucra t i c  obs tac les  make  it more  difficult  
to t ake  a d v a n t a g e  of such schemes. In m a n y  count r ies  
the  red- tape  is so ex t ens ive  and  tedious  t ha t  export -  
ers  are  more  of ten de t e r r ed  from making  use  of 
the oppor tuni t ies  offered t han  encouraged .  For this  
reason,  cons idera t ion  is be ing  g iven  to the  poss ib i l i ty  
of t i gh ten ing  up and  s impl i fy ing the  ava i l ab le  means  
of ob ta in ing  expor t  f inance  ass i s t ance  by  se t t ing  
up spec ia l  expor t  banks .  In the  p re sen t  s tage the  
indus t r ia l i sed  count r ies  could co l l abora te  - -  unde r  
the i r  deve lopmen t  aid p rogramms  - -  ma in ly  wi th  

technical  ass is tance,  i.e. by  pass ing  on the  know-how 

n e c e s s a r y  to bui ld  up and  improve  the  sys t em of 
f inanc ing  and  insurance .  It does  not  a p p e a r  t ha t  

f inancia l  suppor t  is n e c e s s a r y  at  p r e sen t  in this  
sector.  

E A S T - W E S T  T R A D E  

Licences for East-bloc Countries 
By Werner Siech, Berlin 

T he gran t ing  of l icences  to East-bloc count r ies  is 
still  a d isputed problem,  a l t hough  m a n y  ent re-  

p reneu r s  h a v e  changed the i r  minds  in a c e r t a i n - -  
p o s i t i v e - - w a y  as regards  this  group of quest ions .  In 
the  Federa l  Republ ic  official and  semi-official  quar te r s  
are  p romot ing  this  change of mind.  For, i ndependen t  
of all pol i t ical  de l ibe ra t ions  numerous  manufac tu re r s  
are bea r ing  in mind  tha t  t ime does not  stop and  
tha t  m a n y  o ther  g iv ing  na t ions  are quickly p repa red  
to take  a d v a n t a g e  of oppor tuni t ies ,  t ha t  G e r m a n  
en t r ep reneu r s  poss ib ly  do not  observe .  

It s tands  to r ea son  t ha t  the  t rad i t iona l  expor t  bus iness  
- - i .e .  de l iver ies  of g o o d s - - n o w  as eve r  comes first  
and  will  a lways  be  predominant .  However ,  it should  
be  as much a ma t t e r  of course  tha t  e n t r e p r e n e u r s  
deal  wi th  o the r  forms of bus iness  in the  East, if for 
va r ious  reasons  the  expor t  of goods canno t  t ake  
place.  Due to the  p reva i l ing  condi t ions  or  the  l imited 
de l ive ry  powers ,  respect ive ly ,  of the Eas te rn  coun- 
tr ies and  due  to the i r  b i la te ra l  t h ink ing  the  ac tua l  
t rade  vo lume  will  a lways  be  l imited.  

Preparation of Llcence Transacflons 

Among  o thers  i t  should  be  a symptom of these  new 
tendenc ies  tha t  the  G e r m a n  Federa l  Bank in its qui te  
in fo rmat ive  mon th l y  repor t  of April ,  1966, pe r t a in ing  
to the  "Deve lopmen t  of Pa t en t  and  Licence Trans-  
act ions  wi th  Fore ign  Count r ies  in 1964/1965" has  

cove red  also the Sovie t  Union and  Poland wi th  regard  
to data  and  branches,  whi le  in  the  p reced ing  Pa ten t  
and  Licence Repor t  of April ,  1964, (in 1965 no  such 
repor t  had  been  publ ished)  this  had  not  b e e n  the  
case. A l though  in this  contex t  i t  is no t  poss ib le  to 
en t e r  in to  par t i cu la rs  of these  stat is t ics ,  it should  be  
ment ioned ,  however ,  t ha t  the  G e r m a n  b a l a n c e  of li- 
cences  vis-a-vis  these  two East-bloc count r ies  has  b e e n  
favourab le  for the  Federa l  Republ ic  in 1964 .and 1965. 

Of course  the  Agfa -Gevae r t  case  in  Moscow 
caused  some uneas iness  in the  minds  of 
W e s t e r n  l icencers .  This d iscomfor t  can, how- 
ever ,  be  ove rcome  th rough  a n u m b e r  of pos i t ive  
de l ibera t ions :  Accord ing  to exper i ences  h i the r to  
made  ,as regards  the  i ssuing of l icences  to East-bloc 
c o u n t r i e s - - a n d  in this  connec t ion  not  on ly  pa t en t s  
are  m e a n t  bu t  also brands ,  t rade  names  and  know-  
h o w - - o n e  should  not  j udge  too hast i ly .  I n d e p e n d e n t  
of the  one  or o the r  ind iv idua l  case,  t ha t  " somehow" 
migh t  be  different ,  t he re  are  t h o u s a n d s  of firms in 
the  Wes t  which need  not  a p p r e h e n d  a n y  confl icts  in 
l icence  t r ansac t ions  wi th  the  East. Let us not  forget  
tha t  also in the  pu re ly  W e s t e r n  l icence  bus iness  
s imilar  marg ina l  cases occur  occas ional ly .  

On  the  assumpt ion  of most  p rec i se  con t r ac t  terms, 
tha t  usua l ly  are  the  resu l t  not  on ly  of nego t i a t ions  
b e t w e e n  the  two pa r tne r s  but  also of v e r y  de ta i led  
ana lyses  of l icences,  the  so-cal led p r e - i nves tmen t  

134 INTERECONOMICS, No. 5,1967 



studies, no complications will  arise due to the well- 
known observance  of contracts by Eastern countries.  
Moreover ,  it should be taken into considerat ion that 
there  is a vast  number of cases where  trade mark 
problems cannot arise at a l l - -as  did in the Agfa- 
Gevaer t  case in Moscow--s ince  brands and trade 
names do not  exist.  

It would therefore  be deplorable and unrealist ic if 
the true conditions were  not  recognised :and a 
certain case would serve  "to treat  .all things alike". 
As regards all similar occurrences it is in any case 
always commendable  to examine all particulars and 
contexts beyond the convent ional  report ing of the 
press. Unfor tunate ly  language barriers f requent ly are 
a major  obstacle. Mere  translations often do not 
suffice to clear  up backgrounds, to take mentali t ies 
into considerat ion or to avoid misinterpretations.  

Some of the trade fairs and exhibit ions staged in 
Moscow revea led  another  fact, that  might  give the 
tradit ional  thinking in terms of pure goods exports  
new impulses for the issuing of licences. Many  ex- 
hibitors used to Wes te rn  trade fairs and exhibit ions 
as well  :as corresponding transactions could not book 
one single order. The exhibitors therefore realise 
by now that the Soviet  Union ist not  so much interest- 
ed in buying as in copying on the basis of licences. 

Whoeve r  wants to do business with the East should 
realise that he must get rid of the u s u a l - - W e s t e r n - -  
s tereotype way  of thinking. Whi le  formerly-- i .e ,  in the 
years  preceding 1939 or, in the case of the USSR, before 
1941--just in business with the East the  motto had 
been: produce, export  and make m o n e y - - t o d a y  the 
granting of l icences must be included additionally.  

The disappointments and disillusions exper ienced 
during trade fairs and exhibit ions s taged so far 
in the East may  in some cases have  been quite a 
shock, but, on the other  hand, they  may .also have  
had beneficial  effects, as thus the actual conditions 
have  been revealed,  within the scope of which the 
future business with the East may  be carried on. 

Transaction of the Licence Business 

As regards the pract ical  procedure in l icence trans- 
,actions, one should start  from the fact tha t - -apar t  
from Yugos lav ia - - in  the whole  East they  can only 
be carried on with the official central  agencies  estab- 
lished just  for this purpose. With  that we do not 
mean the wel l -known Foreign Trade Agencies  but 
the Licence-Holding-Corporations,  of which a few 
shall be mentioned in this context:  in Poland the 
~Polservice", in Czechoslovakia the "Polytechna ' ,  in 
Hungary  the "Licencia", in Rumania the "Masin- 
import ~, in the USSR the ~Licensintorg", in the 
People 's  Republic of China the ~Techimport ' ,  in Bul- 
garia the "Technoexports troy ~, in Yugoslavia  the 
~Gramex", etc. It must, however ,  be taken into con- 
siderat ion that this list is not  obl igatory in all  cases. 
In pract ice there may  be shiftings be tween compe- 
tences and responsibilities.  In most instances especial ly  
the Eastern country 's  Foreign Trade Agency  will  

h'ave to be contacted to whose  province  the partic- 
ular branch of Industry or line of business belongs. 

Apprehensions with regard to the observance  of 
contracts need not be enter tained today. It is, how- 
ever,  much to be recommended to formulate the 
contracts so unambiguously  and c lear ly  that  no 
wrong interpretat ions should be possible. Moreover ,  
all Eastern states did not only sign the European 
Agreement  on Internat ional  Commercial  Arbi t ra t ion of 
Apri l  21, 1961, but their legislat ive bodies approved 
and ratified it, too. 

Potential  interested parties may like to know the 
dates at which in 1964 the agreement  became ef- 
fect ive in the individual  Eastern countries:  Bulgaria: 
Aug. 11, 1964 YugoslaVia: ,Jan. 7, 1964, Poland: Dec. 14, 
1964, Rumania: ,Jan. 7, 1964, Czechoslovakia:  Feb. 11, 
1964, USSR: ,Jan. 7, 1964, Hungary:  ,Jan. 7, 1964. 

An impartial  balancing of all present  conditions may 
come to the conclusion that the granting of l icences 
to East-bloc countries is to be recommended,  if the 
l icencer  is prepared to adapt himself to the special  
conventions of the l icence business with Eastern 
states, i.e. long-drawn, tough negotiations, a most 
accurate stipulation of each individual  clause in the 
contract and much patience. Only in such cases where  
the Eastern l icencee himself is ve ry  much interested 
in a l icence from the West,  a shorter  durat ion of 
negotiat ions may  be anticipated. What  is a lways 
decis ive is the va lue  of the l icence in question to the 
Eastern economies. With regard to l icence fees paid 
by the Eastern countries the following summarised 
v iew may be offered: If so far lump sum payments  
have  been usual, today there would be no hesitations 
about concluding also tradit ional  l icencing agree- 
ments with Eastern nations, if a basis for that  can 
be found in negotiations.  The adaptat ion to Western  
patent  and l icence principles, respect ive ly  (e.g. in- 
ternational  commercial  arbitration, the Soviet  Union's  
accession to the Paris Convent ion of March 20, 1963, 
as of ,July 1, 1965) makes the just  stated opinion 
appear justified. 

Some figures from the USA may be interest ing in 
this connection:  In 1965 the US Department  of Com- 
merce approved 264 applications for the export  of 
technical data to East-bloc countries and 608 ap- 
plications for the registrat ion of US patents. In the 
first quarter  of 1966 these figures were  76 and 123, 
respect ively.  

In any case there should be hardly  any doubt that 
of the three trade opportunities wi th  the East--i .e.  
goods trade, compensat ion transactions and the grant- 
ing of l i cences - - the  lat ter  will exper ience a consider- 
able expansion during the coming years. Whi le  the 
former two activities,  above  all the tradit ional  goods 
trade, against  foreign exchange will  necessar i ly  be 
l imited due to the always bilateral transactions, such 
a l imitation does not  exist as regards the granting 
of licences. By no means must it be always a quest ion 
of patent  licences, for also know-how licences are 
in v e r y  great  demand. 
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