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B th Trels cno Seenubl noof Kejed hnwt 8 clear pelicy
and specific inutltuticoal arrangemantd for wequisition of
technology +thrivigh Lioimeian - wnanhi surperted by
measures for sdey neiion 2. Sopovier Lechndiop) end the
growth of {ndfgenous Loronwlogy,  Inldis nes explicitly
published guideltier and Mste ol Lochuologlcal gaps.

The Indian avpmech 3= szeleciive and cortined with a
selectivity 1in renerd b forelgn invesiment which 1snot
shared by the other counirins. Tne approzeh Of Hepublie
of Korea is promotiunal and mersked by & keen desire to
acquire and absorb tochuologys In Philippines, scrutiny
takes place in the Cenirsi Pank and Lo some gxtent in the
Board of Investments, an ar-engemert«ich has elements of
duplication and raiscs guesilons of ariantation. In
Indonesia, scrutiny %2kes place din lipited resp2cts in
the Board of Investment, Ministry of Industry and Ministry
of Finance. The major cosponent ol scrutiny seems to be
the tex angle. ‘There nre othicr clement: ir %he sitw tion
which rerder regulatior rztoer ineffective. In Thalland,
the matter is essentinlly rerarded as a privete business
transaction between ¢ psot o, This relsc: juestions
about the basic raticnele of regulntory srrsnzements.
Such arrangemerts arc usefui &nd neccssary in mare than
one respect snd not neccssarily inconsistent with a
promotionel apprcach to industrialisaticn,

There is reletive paucity of data. The subject
needs greator atiention and hias Lo be studied as part of
the perspective of industri-lisation and alengside foreign
investment, patecrts and trade merts, and trensfer of
technology. A :eu ¢of recomnendaliocly have bean mude from
this point of wiew, :ncluding uhe reed for assistence to
officials and entreprincure i regord o wources of
technolcgy &£nd the cortentg of tLechilegy comtracts.
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Lo FOLICY AND IMSDITUTIONAYL FRAMEAORE

In deveionine counties asiirnparl spravathes and
institutloua) arranuemanis {1)* releling o tachnology
licensing get actermined otiern Ly ihe foiloving sircus-
stances, Ik them, ticensing is ~0ten for the establivhi~
ment of produstics and s thus FRY paat of the industrine
lisetion prozess in genenrd. ¥ setur) proctlce sa3 well
28 in werdnd approsch, licensing 13 closely related to
foreign investuent. Tlcomsing generaliy 1ovelvee roaitis.
nce of forelgy exchiwngs. Av & Donaaty Toruans ol goouliry
of tochnology licensing sgresuen.s (2) oye posi often to ba
found ia agercizs concerned with the admission of forelsn
investreonts or indastrisl apurevals ia genexrsl or the
remittance of forelsn axchenge (30,

General Scheme >f Tndusbrisl punrovals

2 In all the countries under study, industidtal AppIO-
vals, whether of a regualatory oy piomotionul neture, cover
major and importent filclds ol indusiriel ec tivity. 1Ia
Indis, the process of spproval o & foreiin collsborstion
vareement 1z part of the totel prunrizs of irlvghyios appro -
vals., For industries coversd by the industiien (Pevelop~
uent and Regwlation) het, the enSceprensur ‘s first given
a letter of intent whioh scipuiaces whether ov not foraign
collatoration will he coaeicdersd ™r ohe projset, Thercow
efter he govs sheed with other negeoidations Inxluding
foreign coliabeorevioa, 47 peiwmitted, an industrial lizenc:
i1a 1ssued only after such negolia®ions receive gace &pPLIOTIL
of the Guvermnent. In tas other couniiies unler siu g
industrial appiovuis 2elate lergely to providiug cr denylng
certalin privilages and exemptions for selacted caterories
of Industries, linconesi: ha: 1is Yoreign and Domeyiiz
Investment Laws, Koree the Toreign Capitcl Inducement Law,
Philippinez the Investmen: Incentives Aci snd Teailand the
Promotion of Industelial Investment Act., This scname of

L . . A . R A

* Numbers in parentheses correspord %o refarencer l1isted at
the end of the paper.



industrial approvais provides an opportunity for screening
technology licensing agreemcnts, an opportunity which is
used by these courtries in &{fferent manners and varying
degrees,

Eolicy approach to licensing agreements

3. In India, trough twere 1is no grecific provision
under the Foreign Exchange Regulation Act on technology
licensing agreements, it s the power under that Act to
refuse remittances of foredign exchange that provides the
sanction behind the approval processes ror technology
licensing. The policy epproach 1s that technology will be
allowed to de imported only in fields of relatively high
priority and where sophisticated foreign technology would
become available to the ccuntry; and it will be denied in
those fields where indigenous technology hes sufficiently .
developed,

b, In the Republic of Korea, the lmport of technology
is governed by the Poreign Copitel Inducement Law as passed
in 1966 and amended in 1973. The purpose of the law is to
attract foreign capitsl including technology by a scheme of
exemptions, which in the cese of income from technology
contracts, means a tax holiday for five years and 50%
taxation for three Yeaiz thereafter. The law now covers
all contracts irrespective of duration whareas earlier it
covered only contracts, the paymeit period for which
exceeded & year (reminiscent of the Class A and Class B
technology contracts in Japan). The law provides

(Article 19) that (1) the authorisstion of the Minister

of the Economic Flanning Board shell pe obtained for
entering into a technology contract or for its renewal or
change; (i1) conditions D&y be attsched to the authorisa-
tion; and (11i) the contract shoul¢ be enforced within

81x mcnths of authorisation or such extended reriod as may
be allowed,




e In Philippines there are two tiers of control., In
regard to projects covered by the Invsstwent Incentives Act,
the Board of Investments scrvtiniscs technology licensing
agreements ac well and has powers of persuasion tc have
tems of contract chinged tefors the final registration of
the projects takes place. Ths Act, hovever, does not spell
out any policy for t:chnology liceneing. In regerd to all
projects, whether under the Act or otherwise, it 1s

the Central Bank which has more comprehensive powers,
Circw.ar No.281 of the Centrel Benk of Philippines dated
26,11,1969, 1issued under the Central Benk Act, in the wvake
of foreign exchange constraints, provides, inter alia, for
prior authorisetion by the Central Bank, of all contracts
involving remittance of foreign exchange. Licensing
agreements involving trade marks are also registered with
the Patent office but such reglstration {s neither backed
by any sanction nor subject to any scrutiny,

6. In Indonesia there is no specisl regulation governing
the import of technology. Currently, there is freedom of
foreign exchange transactions, including royslty and similar
payments. The senction for acrutiny comes essentially from
the foreign and domestic investaent laws. Ags part of the
process of scrutiny under these laws, it 13 possible for

the Board of Investments to impose conditions on the

izport of technology. 1In practice, this is not done for
cases under the domestic investment lawv. Under the foreign
investment law, a measure of acruiiny is done. There is
also a mesasure of sanction from the tax angle in as much

a8, in the context of royalties being taxed at lesser

rates than income, trhe Ministry of Finance decides how far
the quantum of royalties could be considered as legitimate
1teas of expenses to be deduct:d from income.




7. In Thelland, ther: is ne specliis urovision 1n regard
to the screening of techrolewy licensine coatracts. Sush
contracts are considered as privete trarssotlons between two
parties. dowever, Jocal rarties are cxrecte’ to file 2
eOpY of the contract an.g rejiister thsincelves with the Bank
of Thailland t7 cuulif'y $uv remitteice facility. Once 1his
is done, Commeraial Eankzcan pobha the actusn! repittonces and
report to the Lentral Busk. Thein, 45 ey, i conldnec

to ensuringthat the payments mede contormts the terms of
the contracts.

Explicit Guidelines
8. In Indis, explicit guidelines havebeen fomaliv

published in 1968. The guidelines provide inter plia,
illustrative lists of" industries in whicn (1) 1o foreign
collaboration will be pemitted; (11) aniy technical
collaboretion may "¢ permitiod (1.¢. licensing); and
(111) where financial az well as tectaiircl collaboration
may be purmitteds (&) Royalty cetllings of 3% and 2% are
also indicated for specific pruducts, For products not
covered by the lists o decisicn iz taker on th: merits of
each case., The guldelinus also indicete the sonditions
Governuent will usually iaposs and the (aatures not ordi-
narily acceptable to Government. Exemptions are available
for proposals envisazing substantial expirts, Lists of
technoclogical gaps heve alss been yubllshed subzequent

to 1968.

9. In addition, the letter of Irtent ltself invariably
contains the following genersl guiceliner: (1) avoidance
of export restrictions; (1i) tmpioymeni of Incian organie
sations a¢ prime consdulLante; (154 PTOgranne foy further
development and improvement of technoloywy 4n the field;
1V) desirability of agsoclating approved Indian
engineering design and consul tarcy organicstions in the
evaluation, salection and negotiation conducted for




purchase of tecrnclogy {4v) desipability of obtaining
quotations fo:r distinct rervices ane notéar e package(5),

10. In the Hepublic or Koies, no explicit guidelines
of a similar nuture have becr jubiisheu. (6} The Foreign
Capital Inducement Law however privides (Artic]le %) the
"standerds" with gfeferzice Lo whish aathorisations may be
granted: (1) projects which greatly contribute to the
‘improvemant of balancse of payments; (i%) projects which
contribute Lo Sho development of key industries or publie
enterprises; and (11i) projucts which contribute to the
development of the national. econonmy <r the public welfare.
It 18 provided in addition that priority shall be given to
those which will greatly contribute to the improvemst of
the balance of payments ory in the case of foreign invest-
ment, to joint ventures. Ccitaln other guidelines which are
more in the nature of criteria for appTrOvals are referred
to in a later parsgraph,

1. In Philippines, there are no erplizit guidelines.
Section 14 of the Invesiment Incentive: Act provides as one
of the basic rights and guerantecs, the right to remit at
the existing rates, forelgn obligations arising from
technological assistence centracts, subject to the provisio-
ns of the Centrsal Bank Act. Invesiors in registered entere
prises are also given the protection of patents and other
proprietary rights,

12. In Indonesis and Thailand, no axplicit guidelines
exist.

Yonue end process of sgrutiny

13. In India, the Poreign Inves mert Board, as part of
a system of industrial approvuls, is headed by the
Secretary of the Depariment of Feonomic Affairs and
includes thetop officials of Ministries of Industrial




Develo;zment, Sompesiy Affstyrs end prodaciion Alnlsirtes, the
Director Genecral of Techiniaal Developmert, the Departasnt
of Science and Tesimolugy and the Taartil ¢!l Seleniifie and

Industrial Fesenara):, Fowers o7 dalegatiosn oxist to a sube
comitteea,?'zrhere paymernis are jrgs than k.G,% mlillizn, to
the produstion Ministrizg thengelves, Cazes are sronsored
before the Boarl or the sub-coruiittes by the produntion
Ministries concerneq afteramsultation with +he amthorities
mentisned above and the Deviiopsent Somrdasiongr for 3ma;
Scale Industries, 2 quickprocedure exists far import of
designs and drawings, worth lesc than BeCe 5 milll-m, for
fabricating machinery indigenoualy.

1, In the Repub.{c of Korea, the Foreign Capital
Inducenart Deliberatton Comiitee €stabilsr»-4 under the
Foreign Capital Inducement Law, 18 & body at the ninisterial
level with the Minister of Eeconomsia Flznning Board asg
Chairman and as menbers, Lhe ¥ind:inrg of Pinance, Asricyd.
ture, Commerce and ndustry, Jongtruction and Grlence and
Technology, the Governors of the Bank of Korea, {he
Development Bank, and the Korear kxchangs Fank and other
persons nominated by the Presidant frog swong those who are
widely educatad ang exrerionced in the field of economics
and law. The Chalrman has powers to dezlde 2ases where the
rate of royalty doe"-:m:?xr:eszd 3% and the period of tho
agreemant coes not exceci j YEars. Ciscs are sponsored by
the Bureau of Eeconopie Cooparetion of the Sconnuls
Planning Bosrd in consuitation with nlpep authorities
conzerned. Contructs 3¢ - SUration of cag than one

Year are considered Aipecily by the foreinn eilshange
division of the Ministry of Flusn-e and remittances
authorised by them po=s or le¢ss on an aitomatic bagis,

15. In Fhiiippines, the applicetions ape disposed of
by the Central Eank in 1ts Forat.m Exchanyae Flvision with
the Governor taking the finsi A2¢ilglon. There are no formal




systems or procedures for examination or deliberation
though the Bank may refer cazes «n a purely ad hog basis
to the Board of Investments for comments. In the Board of
Investments also agreements are examined within its own
divisions.

16. The Board of Investments in Indonesia has been
reorganised in June, 1973 so as to centralise the examins-
tion of applications for investment as distinet from the
earlier procedure when it was more or less a "post office"
and the entire serutiny took place at the respective
Departments. 1In the Board, howsver, scrutiny relates
essentially to some of the legal aspects. The technical
aspects are still looked into by the respective Departments
to vhich the spplications are sent for comments, The
scrutiny of the terms of royalty is done from the taxation
angle by the Ministry of Finance. Wwhile the Ministry of
Finance takes into account the vievs of other departments,
it sppears that it 1s its view that generally prevails.
All this scrutiny 1s not on a separate application but as
part of the examination of the application in Form B which
is subnitted under the Foreign Investment Law after an
&pproval in principle is mccorded on the application in
Form A. Prescribed formms of application for import of
technology exist only in India and Republic of Korea and
have to be submitted in 11 copies and 5 copies respectively.

fo v

17. In Indla, the eriteria for approval are well defined.
Basically, no colladoration will be permitted 1f the
industry is not eligidle for foreign collaboration., 1In
BAny cases, the letter of intent itself makes this position
clear, thus sending an application for foreign collaboration
unnecessary. In regard to areas which are prima-facie
eligible, regard is had to the views of the technical




authorities ap” the Soanziloul Saienuific ane wandustrial
Research on the waliability 0f the hiowelowr within Lhe .
country. Faywent of roy:ity s not Qloved for a period of
more thar § yeors., In Sa Tl By opaelects Lo bime o g0
Into pmduciion after tre $ig3ing »! the contract, the
Period o tle ag:icemont could e up Lo R yezrs from the
date of the slynive of Lhe agreement provided the veriod
of the payment of myzlty deeg not excced five Years,

Tor royalty, the cellings, 1f any, prescribed in the guide-
lines are taten into acccunt,  Recard {5 ales had Lo pant
cases of imjportation of sim!lar terknology, where D reign
investmert is involved, tie royalty iz -~ttempted to be
fixed at a glightly lcwer level in as much as dividend
remittances wiil also ke entailed. Lunpsum peyments are
allowed where there are sperific 1dentifiable services to
be performed 2t the hepining of the contract., Where

both lumpsur payment - and coyalty ara nvsived, it is
attempted to be encurod Lhat put topsthep the figurs is

not out of line with *he royalty cellinge pregeribed,
Clauses for minimuu royalty are ot encouraged,

13. In the Rapumli: of Yorea the apiteria for exaiinag-
tion are: "(1) ne-q to indues the vecanolugy: (11) details
of the technology to be Induced; {111} 303ty invslved;

(1v) contrict period; fv) ésonomi: and technoloziul spread
effects; and (vi) relavan:y and effeet ‘o She same linesg of
business enterprises,”  foart froa these criteria, internal
guidelines have also bren formuiated. The principal
guidelines adopted since Dctader, 1967 ares (1) Inducement
of the tezhnolags comcapned mast be nontributiva to 2¥pande
ing export markets, Tecimolopy for ihe marufactare of
machinery parts ani the developmant of Instsellation

Process will be given priority; (11} “ost of induced teghe
nology must in Principls be undir 3£ of the net galeg
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of the result.t mafufactvoos: {(424) The periond for the
payment of fucr fo. 14 1Inudtiog af tachnology 1s in
prineiple to i ti-n JeLrrt (iv) The irducament of
technology exCiusively far ¢ nie of “rade marks or to
promote sele. w’ 17 o - ;. CLatioenes and (v) Only such
technology thay i3 o} viiet e davalop or tre domestie
development of vidien e oY economite) wiil be suthorised,
(7).

19. In Prilippine., chy vosed ou Uvestwents and the
Central Benk edont perdiles -mil laizely similar criteria,
However, the Bank has the final say i the matter and s
known to have rodified agree-ents tlready modified by the
Board. 1n the Doard, the scrutiry 4g largely in regard to
the restrictive clauses and the curation cf the agreements;
discussions are held with the propoaents ang they are asked
to revige the agreeaen’s, The prcfercnce in the Board is
for roysltius. Comparaole rayeltics in aimilar cases are
looked into, In -om. ceresy reyaliies hiave been pemitted
to be capitalised rno tust tha Loreign collalorator s a
continuing interest ’n the projoci. The DBoard generally
eonsiders a ducaticr. ~f {0 ¥32r8 as rczgonable to enable
the absorption ot tecimology., In eeneral, the Doard tries
to take & rezlistic 8Ipoach 1n regsrd to :she project as g
whole and does not sarticsulaily interfere in the clauses of
the agreement, when 4'je project es a vhole 1s financed by
& foreign partner end the other elements of the project have
already been tiea up. Some clauses are not interfered vwith

as being escentially business decisions as between two
parties,

20, In the Bank, contracts are evaluated with reference
to possible econounic benefits. Tre criteria seem to be
that the contricts should contributs to the technical
knowledge of the country and to one nr other factors such
&8 employment, import substitution or oxports, revenue for
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Government, ete., The applications sre gonerally rejected
if the collaboretion is fer an indugsiry wiich 1s {n the
list of overcrowced {ndustries, The practice of chorging
ronugement fees I8 not genepslly cilowed. Lumpsums are

i0bL encourageu and ace often required to be sat off

wgninst fubture royaltiez, The contracts entered into vrior
Lo 1969 are not inverfered with anless tae, coma up for
extension.

21, Ir. Inconesis, up to June, 1973, each Directurate
General of Imdusiry uced to Zecide the mattor in the 11:ht
of 1ts owm experience and tie extent to whieh the royslty
payment would constitute an element of cost in the project.,
There were no uniform critcria. Frop June, 1973, however,
the Ministry of Pinancze has begur tc adopt certain criteria.
These are basically in regard to the rates and to the need
for a separate Payzent itself. Also, where the fored gn |
equity participation 1s more than 514, » view has begun to
be taken that pavment cf royalty will rot be n:ucessary since
*he forsign partncr has suff1cient incentive to import
technology. Subject to these consiiaralions, and the
views of the Iireclorate Geners! of industry concerned,
tie serutiny, in so far as= 14 is cdone, is esctentially from
the tax angle, that is to see that elements of profit are
not disguised in the fomm of royelty. This arises because
the marginal rete of tsxation for income 1c 454 whereas
the tax on royalties is 20%. The gtterpt therefore i1s to
1i0it the extent to which the royalty payment will be
treated as an itar deductible for tux purposes, Prom
June, 1973, the Finance Dopartment hes adopted as a nomm

cale of royalty of 2% for five years. Thic rate 1s said
to heve been arrived at on the basis of the brezd exper-
1¢nce of the earilcr yewrs. Admittedly, restrictions on
royalties are not effective for cther than tax purposes in
view of the freedom of foreign exchange transactions, As




regards (e fMelcs e wr iy Lechnaiopy ey 9. may not b..
Pesidbtedl, there 15 v fprcivie demscation. Lenisions
are taken or - ad o and agou ty case hag; s, Clauseg of
grecmant are seyuiingoen bl e Boase o, investrient but
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22. In Irdia, ac-t. 9 Slandard el.avses are attecned to
the lelter of uprrcyal |43, ‘nese 1aciude: (1) the
arplicant shoutd oo 2ok versnsch end dsvelopment
fertlitics voithin Lhe Period of 1 agrecmont so that the
technolomrr 15 a%sordved and he doer ot come up for extena
sion; and (41) the apllicint musv bYe free bo gublicense
the technalepy to sthsr Incélan partier on terms to be
utually sarpecs "EVR itk the foreign collaborztor and the
Goverrmorit, Thore cord’tions ara in the naturs «f attomptse
10 amsure %re ebguripiion of the techaology ang for avoicding
repetitive irport of technoloagy, However, they havo not
been formulated Ir {00 sirict a MAnNner no: are they
capedble o beire enforced rigfdiy at bresent, Restrictions
on the export Iranclize ure discoureged, foreign brand
nemes are net allowrd fap iateenal sale, though they are
allowed for use in exports. Export oblipations may be
imposed if iho inport cof technolegy 1. in a field of low
priority or is peraitted only on the growds that the
project is exportenicnten, hey pry also be impose¢ in
cases of forsign eomity pARTtinipation, i there Are reaso-
nable chances of cxport of the procdusy, wyalties for
exports are allowed at higher rates, 1f necessary. In |
other countries, conditions ofp appivvel generaily pertain
to eclauses of agreeosnts only,

Pollow-un of fporevel s

<3. In India, an entrepreneur japorting Ltechnology has
to submit «n awvww return indicetirg she amount of




royalty remitted, tha stepe tzken for R & D and other
relevant particulszrs, The foliow-np s not, however,
strietly monitorzd op scrubinised,

2, in the Republie of Korea, the appilcant musgt

submnit a reroit nog later than oure month from the date on
whizh the teernology is induced, Follow-up 43 spacifi-
cally the charze o the Forelgn Cap:tw Yanageaent Section
which elso adiinisters suck otroer chLunges, ineiuvding
extensioans, as ray he scught by the aprlicant after the
generel approvai is glven,

25, In Philippines, no gpeeific fullow-up exists but in
regard to the proiects reglstered with the Poard of
Investments, returns are submitted rerindically in which
details as to the steps laken to absurd the technology
are also indicated, Indenesia hss prescribed a similar
overall reporting mt thiyg is yet to become effective in
prectice. Renmittances, inter alia, of roya’ties are
required to be reporic’ to the Certral Bank but this is
generslly noi done,

Femittances
26, in India and the Republic of Korea, once the
ugreament is spproved, the romittonce facilities are
automatic, 1In Indon:sia, there ere no restrictions on
remittances, 1In Philippines, aveil though the Investment
Incentives Act guarantces remittan-e facilities for
registered entemrises, thig guirantee 13 pedified under
the Centrel Bank act in view of tie forelgn exchange
restrictions from November, 1969, The current policy 1s
that remittsnce of royalties ov rentsls on pPatents, trade
marks and copyrights may pe alloved upto S0% of the amount

accrued curing the yecr, provided no ™oyalty remittance
should exceed 5% of the wholeside price,




“Assisyence to entrepreneurs
27. In Iodia, the basic agsistance Le entreurencurs 1s
rendered by the publication of the guldeiines for ¢ orelgn
eollrboration, including 1llustrative lists where |y may
or may not be permitted. This hes beeon followed by u
subsezquent publication of tne list of Lechmological gaps
wier: forelgn collsborstion will be velcomed, In addition,
the Indian lavestment Centra, an autonomous Instituiion
finaiced by tre suvernment, also provides liuformation and
assistence to entrepieneurs in securing technology from
abroad. In other countries, the Boards ot Investments or
their equivelent have facilities for assisting entrepre-
neurs in setting up fndusiides in general but not specifi-
2ally on the acquisition of technology. There is no
systematic attempt in any of the countries to educate
entrepreneurs in the negotiation of technology contrazis,

II. & COMFARATIVE ASSESSMENT

A Suivey of Ffactugl dats
28. A few detailed studies on forei.n collaborstion in
India are available and 1t is not necessary to traverse the
ground covered by them.(9) Attention should howevar be
drawn to the industiy.wige composition of the approvals,
which 1s presented in Table 1 in the Annexyre. Machineiy
atld machine tcols. electricals and transportation constituted
e8 much as 8% of the approvals even during the period prior
to 1967 and 58% of the approvals after 1968. These togethes
with chemicals constitute 70% of the approvals in recent
Yaars, This shows particulariy the extent to which licensing
is uged to diversify the manufacturing capabilities in the
machinery and engineering sector. As regards royalties and
duration, approvals after 1968 have conformed simost always
to the announced norus. A study (10) for the period prior
to 1967 showed, amoag other things, tiuat (1) more than 588




of the appmvals related to 3 me whleh had mores than one
collaboration agreemencv; (il) Iln 8Y% of the aunes there was
Ro accompanying forelsn investmeni: (i11) in 23% of the cases
the daration was unspecifizd and in 403 for ever § years;
(1v) 1n 367 of the cases ng royalty was specified and only
in 4% of the cases waz 1+ ~ver »»; (v) in mors than 50%

of the cases royaltizs were combined wibi iunpsum payments;
and (vi) U.X,, U.S.A. and Fodepil Repubiis of Germmany were
the leading suppliers of technology asecunting for 317,

20% and 12% respectively of the approvals. These features
continue to hold good for the recent Jeus ex2ept for the
duration and royalty, which have now been streamlined.

.
;

29, In Republic of Korea, nc data are maintalned for .
agreements of less than one year, Table 2 1n the Annexure
shows the number of agracments over one vear sonciuded in
different industry categories, the nuiher cancelled or
expired, and the toial paymeni s made up to June,1973, It
is noteworthy that thres categories, nanely, chemical
products, electronic an¢ alectrical 2quinment,; and
machinery, account for nesrily 663 of the total contracts
and nearly ?75% of tre controcts in the munufaciuring
sector. In regard to the yesr-wlse avnrovalsg, it 15 seen
that nearly 264 out of tie 337 coniracts were approved
between 1368 and 1972. Thc foreign investuont approvals
in these years have how:v r ben srowing at a fastep pace,
being over 400 for the game reried.  unly b2 out of the 337
collaboration ajprovals relate to Jolint veutures. The
others are simpie licen:ing cases. Tnis 3ows the
importance of technclogy Licensing in the country in its
owr right, but functioning side by silde with influx of
foreign investment as well. (41) 69.7%4 of the cases
approved up to 1972 pertainea to lmport of technology
from Japan and 22,3% from the Unitug States, (12)




390. ID Enil ppines o stuge of the agorenyitha s 1370

(13) srowagl 44yat ot oof 529 tenperics lnquived., ovep ene
1ad ne beshnieal 20lLaiburibion Arraeientz. A majov
poriion of fuvuim Frgidiariag ¢4 rot have senurnte
tectininal coliaboration agrecusntys . Phe gtudy went ineg
% ngxnewnrty gon fond that 125 pevtatred to Toralgn
subaldi vpier oy CEANeR, N ke wines Lty ferelta cending

participation Companiig end only 72 vere Durely lechuizal

collaborstinns, Tin DS LeQnnol o’ Lleeasing cazes were
thus relativaly limited, Au0Df the 2ounteieg with wvhoa
collaboraticne wipre concluded, 170 ¢rllaverations were with
the United Statrs ard 20 wiin Japan. 50 .grecmentg
relot=ad 1o phamsacentizels gnd 70 to fcods and heverazes,
accounting betw:on them more Lhan 409 of the agreerents
concludod. Comuetics ang cigarettss Dot esn themy 3cLou-
nted for 23 ASTzements, i,e. for another 137, Agrecments
relasing to matiinery any “uginceriag industry were

MY U5 A.e. sbout 188, Ont GI the 234 srreemantcs, 87
related scicly o rade marks. JedtIng che wgreaentyg oo
& whole, 196 cut of tha 254 provided "or trade maiis and
trade names, 112 ‘or patants sna 162 for knoweiny, 194
vers for an indef;riie perlod, 21 vera for une to four yea~y
and 55 €0 5 L0 10 yenre and Y for ovar i3 yeaws. 5%

of the indefiniie pariod agrecizents weie with foreign
subsidiuries ang aranches.  The indafinite duration has

8 danger thut Oralty paymencs wiil be continuing endlee
88ly. As regarda roy-lty veyrents, the stidy revealaed

a somew:t peanliar pattes, Qv af the 294 agreementy,
details were not avallasle for 90 gnd of the rost, L9 haq
only noniral c¢r ro roralty. 26 had ~cyaltics vp to 5S¢
and 66 between § 107, The sUdy coneliuied that the
cases of ncainal or no reyally would be casas whepe there
might be sows hidden pricing,

31, During the periog October, 1571 (Lo Ceplember, 1973
the Contral Bank of Philippines apgrovad 7k 1greeuents




of which 35 related tc trade mark¥s, trade names, ete.

and 39 to services and know-how. 340 of (he casasg

involved imposrt of technology from the United States

and 12% from Japan. Iho produsts covercd are given in
Table 3 in the Annexure, comparing the position prior to
1970 to the extent possible. The progortion of engineering
cases has somewhat increased but even SO a number of
relatively non-essential items wo.ld appear to continue.

32. No data are availabie in regard to the number of
licensing agreements approved in Indonsszia. It nay, however,
be stated that the majority of cases rélating to foreign
investment in Indoneszia would appear t0 have provigions
for royalty payments as woll. Besides, the extent of
purely domestic investments Boing !n for collaboration 1is
relatively limited due to the aomparatively small size of
the local units. Table & in the Annexure furnighes the
industry-wise details of foreign investment approved, as a
broad approximation to the fields of industry in which
licensing asreements may exist,

33. Table 5 in the Annexure provides for the year 1972
the paymants made Wy Thailand under varMous industry group-
ings for royalty, tectnical aseistance fees and trade marks.
These figures were obtalned from the Bank of Thailand,

Out of the 155 cages for which baymeuts were made, at
least 60% would appear to pertain to joint ventures and
100£ subsidiaries and dranches of foreign conpanies.
Substantia). variations in royaltles would aspear to be
prevalent.

B, Commcn entgmgg_;;cengiggmgggg”_gngg
(1) Ro eg and e

3. In India the guidelines do not provide any norms
in regard to lunpsum payments, The general approach is
that it 15 not practicable to du gso; royalty payment s are
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preferred but suitable lumpsum rayments may be considered
in deserving cases for the import of drawings, documenta-
tion, ete. In decdding their leasoravlennss, regard will
be had to the value of production, so that by themselves
or togetier with royalty, if any, thay form an accaptable
pronortion of the value of preduction,  Lumpsun payments
tﬂinﬁ%%riably eXpressed in Indisn rupees.

35, In practice, lumpsum pavments do figure 1 most
collaboration agresments in India. Upto 1967, there were
1164 agreements without lunpsus payments as against 1608
agrecments with such payments. In 887 of the 1608 agree=
ments there were no royalties., 1iIn the rest oyalty at

various rates up to 54 wag payable in addition to the
lumpsum,

36. In India as well as the other countries, royalty is
generally calculated on the basis of ex-factory yelling
price of the product and occasionally 4n terms of physical
units of production. 1In India the landed cost of lmported
components isg invariably dedusted. The object of doing
this is to see that the supplier of technology does not
get the benerit of royalty in respect of thogse items which
he has not helped to nanufacture indigenously, There is
no policy in the other countries under study to specifi-
cally Adeduct the landeqd cost of imported component.s,
though in individual 2grecments, depending on the company
Practice and the gkill of the negotiator, such deductions
are provided for. Clausos for uinimm guaranteed royalty
are not generally allowed in India.,

37. In the Repudblic of Korea there are no specific or
explicit guidelines on the admissibility of luwmpsum payments
in addition to royaity. An analysgis of the 327 agreements
up to 1972, however, shows ¢hat in 47 luspswm paymerts were
alone involved and in 78, lumpsum and roralty together,




The rest, that i; to say trie majoraty, did not iave
luwpsum pavments at all,

3s. In Fhilippines, royally is gencrally preferrsd to
lumpsum payments in the Board of Investments, The Central
Bank on 1ts part does nct fenerally permit lumpsum paye=

ments. Where such payments are permitted they are to be
set off against future royalties.

39. In Indonzsia as well thsre is a preference tror
royalties as against lumapsums but in the context of the
general freedom of foraign exchange rexittances, it is

difficult to suy whethor tiis preference works in actual
practice,

40, In Thailand, among the cages in which remittances

vere made in 1972, lumpsum payments ware relatively muen
fewer in number than royalties.

{(11) #xc lugivity

for the provision of sub-1licensing in
LA In all the countries under study, except/India,

there are no guldelines on the subjeot and 1t 1s genarally
felt that this is a matter of negotiaticn between the two

parties. A survey of 95reemems upto 1964 showed tht in

about 757 of the cases. e:{gﬁlx%iivz rirhts were obtained, (i)
(111) Guaranteas

42, None of the countries unger study has any specific
or explicit guidelines i regard to the nature of guaran-
tee clauses in collaboration agreements, This {s left
to be gecured by the impurtey of teehnologr in the 11ght
of his own requirements,

(1v) Exports

W3, Restrictive cizuses relating to ex;orts 4n licens-
ing agreements are beruming a matter of ing

vernat ional
concern. The guidelinas in India brovide that export

el o
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restrictions will rat be allowed save for valid reasons,
Valid reasons could exi:zt if the Ticensor himself or
another of his iicengeey happens to have an exclusive
right to thc markets of sertain ottar countries. In the
other countries under study, thers are no specific
policy announcements regarding the unissirability of
export restrictions.

W, Detailed infommation in this regard is available
in regard to India and Philippines. This 1s susmarised in
Table 6 in the Annexure which pregerits information
relating to restrictive clsuses on exports and othewise,
It will be noticed that while oxport restrictions as such
formed a greater rercentage of agreements in India, an
absolute tan on exports was found in a much larger per-
centage of cases in Philippines. Cimilarly tied purchases
vere also much larger in the case of Philippines,

(v) Zontinuouy asgistance and grant back rights

b5, There are no specific gwideiines in any of the
countries as to the manner in which the agreements should
be worded in this respect. This 1s largely left to the
care of the individuel negotiator. It would bhe correect
tc say, however, that in the abserce of a special watch
on the part of the negotiators, tids sspect will be logst
sight of. The study of restrictive prectices by UNCTAD
revealed that contrectual restrictions included restric-
tions on the disclosure of acquired tecimical knowledge
to thire partics aud uiiistersl grent Lack of technical
improvements., (15)

(vi) Hold Configential Provisiong

46, “hls would cover ensuring secrecy during the
pendency of the agreement and, sometines, after its
temination, Gencrally the secroey elauscs during ths
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pandency uf btuu o choment roe Sacioted dputt Dy tThe sellexs
of technolvzy aie fhig ie ulloved. ruve e on thielr part
may also requd e ciciusivity., 1 indla, the 3g:xeCy Clause
would have t¢ t- =sad Gith the Ir.islence of the provision
for sut-iinsacin; of tenhnoiagy put suck subelicensing

can teke wlove 20y on hemms meteaildy sereec upon by all
the parties concorned. ™ic ol deontidertiel Frovisione
become wore importan’ aftoer the terminutizn of the agreee-
ment. A survey in (hale of agrecaments prlor o 196k
revealed rnany inston.es of licensing agreercnts that
required liceasess, after the beiwainaticn of the sontract,
to return the ¢2ehnics) infomation acquired and to
discontinue the use cr the transritted, patented and / or
unpatented kncw-now =s wol ss bLhe trode marks involved.
Even in recent years ticie hrve neern occasional cases of
new technolog where che feCrecy ¢lause has had to be
allowed for « period longer than the Jur.tior of the
agreement. 1t wowd net Be inedrrect to believe tlat such
post teruination sestrictions fing wice vrevalence in
other countrivs: alsc.

ITY. EPEFIFNI® 1 INDIVIDUAL 1IDUSTRY SECTORS

47, indavatry-wise pelietes as to uiether impast o)
technolepy wiil oo peywittss ang o $0, ti:e acceptable
tems therefor, hove Leomn publisted anly in India, No
such expliicit gulderincs are evi)leble i the sther counte
ries, though in PLilivpines import o Lechnoleyy in over-
crowded Iindustrice 1s 0" excouraged by the Central Bank,
As regards cxpeidence 'p indiviguel 1ncustsy sectors, a
short paper 1libe tnis con make 21y wen ral cbservationy
based on svellable date and E-TeURL impransiong,

Prugs and Phaimaseuticad drdugicl +5

ks, Taking tre covntxier 'mdor ctucy ag a wnole, the
following sre scome of the eomucn sRalurcas.




]
&

¢

-t

(1) a cunl structure of a Lsrge rumber of indi.genous
£4ims, mainiy grally o-avlstdce with g number of
well-known auwlti-natican? firms or subsidiaries
covering a significant preportion of the market;
and

(11} thoe predeminence of fermud staon activity as
distinet from hasic arug xanufacture,

h9, In Indla, of 146 collaborations approved in the

industyy up tc 1967, 122 had no foreign investment in them
and only 6 were foreig: Ba,0rity compenies. Of the 148
agre-ments the duration was not specified in 45 cases and

25 were for short-temm services, 07 the rest over 50%

were for s duraticn of 10 years ¢r more. In 55 cases no
royalty was charged. Of the rest over 50% of the cases had
royalty of 44 or mov=., (16) The gidelines lssued in 1968
allow royalty upto 5% for seirct.q drugs end pharmmaceuticgls.

50. In the Republic of Koree 23 casges of technology

imports have Leen approved, Ir additisn, 38 caseg of foreign
investment Lave also been approved, Of thege 2 cases
involved roreign invastment as vell ag technology licen-
sing sgreem.nts. 16 of the 23 licensing cases vere for a
duration of less than 5 yeurs ond 7 for a duration of 5 to
10 ysars. In a mejority of coses the myalty was 3€ or
less.

51, In Philippires forelgn owned companies wvere found

to heve approximately /0% of the market. (17) The
royalties were on an aversge 7.5% for compounding know=how;
the more complex technoicgy of pruducing the rav materials
wes hardly passed on to the licengecs. The duration
nomally rangec trom 5 to 10 years,

92, In Indonesie, an inforwed assessment is that in

the cese of joint ventures the ruyalty charged is § to
74% and in the case of licensing obtained by indigenous
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fims, 73% to 10%. a- cucation i generaaly 10 years.

53. In Thailand, rno dats about Lhe number of technical
collaboration crses nre avallatle. About 70% of “he pro-
duetion ie controlled Uy loint vwenture scupznles. For the
year 1972, remititsnces vere made in 12 cases by drugs and
phamaceutical fiymg, of whish roughly 504 cerried a
royalty of 5% and avove.

5. It should be curne in mind that comparison of the
royelty ranges wmentioned ahbove ter the different countries
will not be complete without knowledge of the levels of
equity and raw wmuatcrial pricing.

ectiicel Engincering Industiies
a
55. In India/fairiy large base his heen created in

electrical engirneerins industreg 1;ike transfomers,
switch gears, electrical notors, cables, ete,; after 1369
import of technuiogy has rot been rermittea for lcwver
ratings of transiom~rs, moters and cables.  In thre fleld
of electricals ac a wrole including 1ieht eleatrical
products, over 500 collaborations bave been approved 1n
Indla in the pest, 17 the eleciricals fleld as a whole,
barring those o1 shortetern services and those for which
duration has nct been speciried, the anjority of agree«
ments na’% heee:‘i"?otr @ period of 10 years, In the majority
of agreements the royelties nzve rangec between 2 and Wi,

56. In the Reputlic of Kerea, 39 agreements for electrie
cal products were aprroved upto the end of 1972, constitute.
ing about 12% of the agreements, Those included industries
such as celles, :ir-conuitioners and refrigerators,
electric harnd tools,ete. In Philippines, electrical
engineering .industry has nct developed 1o the game extent,
About 20 agrecments were entered into prior to 1970 in

this field.
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57 In Indonesia, no information 1s available about the
extent of the agreements in the electrical engineering
industries. As of June, 1973, 20 foreign investaent cases
in the electrizal industry including in refrigerators and
air-conditioners have been noticed. In Thatland details
about licensing agreements in this field are not available.

Common_Induatrial Sectors

58. In common industrial sectors such as textiles, sugar
and cement, technology is well established and the scope for
licensing agreements much less. (Poreign investments in
SOme cases are however noticed in Republic of Korea,
Indonesia and Thailand) In regard to paper, however, consi.
dering the technology and the scale of investament involveq,
the need 1is greater,

5. The cotton textile industry as such has been in
existence in the countries under study for a relatively

long time. Even so licensing agreements becone necessazy

in regard to trade marks, synthetic fibres, finishing and
sarmment making, 1In India, the number of agreements has
sharply reduced in recent Years (vide Table 1). In the
Repudlic of Korea and Philirpines also the .umber of agree-
sents for textiles is only about half a dosen and largely
related to gamment making and synthetic fibres. In Thailand
there were renittances for 29 agreements relating to textiles
in 1972, as against Rearly 25 spimning mills and 100 veaving
mills in operation. In Indonesia even recent licensing
Sgreeaments appear to provide for royalty payments (upto 33%)
for integrated spinning and veaving miills,

IV. SOMB CONCLUSIONS AND RECOMMENDATIONS

60, We may nov sum up briefly the comparative picture of
the national arrangeaents for the acquisition of techno-
logy. Indis and Republic of Korea have olear-cut and
oxplicitly stated institutional arrangements, Philippines
and Indonesia rather tentative and evolving ones and

Thailand none at al1, Both India and Repudblic of Xorea




have alsc a clear policy fur acquisiii.n ol cechnology,
supported by measures for adsptation of imported technology
and the growth of indigenvus technology, India has expli-
citly published guidelines and 1ists of technologlcal gaps
which Republic of Kurea, not tc spesk of other countries,
lacks. The Indiarn approach is selective, denying lamports
vhere local capability exists, and welcoming imports where
1t does'nt; 1t 1is also combined with a selectivity in regard
to foreign investmerit which i3 not shared by other count-
ries under study. Republic of Korea's approach, in the
context of its own reguirements, is promotional and does
not at present have a selective component; there is also
lesser stress on the ucrutiny of agreements, The Indian
approach however containg the danger that in fields whe re
import of technology is not permitted the couhtny may lose
its contacts with the rainstresm of technological advance.
Both countries are however marked by a stromg desire to
create a sound tecrnology base for incustry. (18)

61. The other countries nced a clear policy for acqui-
sition of tecknology = explictt niermel -nd external
guidelines. The Philiprines arrangecent has elements of
duplication and an ori-.utation mule effectively of the
Central Bank than of incustry. Since Filiippines follows a
more selective approach to faoreign investment than similar
countries in the region, greater attention may be necessary
to technology licensing as an instrument of industriaslisa-
tion. The Indonesiun arrangement ic again somewhat
undefined, evolving and not generally well-known; its
orientation is that of taxation and not thet of industry,
iadigenous tachneloglical develoument or Lhe need tO remove

restrictive clauses. It seems to nave no application to
domestic investment cases, 1s not backed by effective
control at the time of remittances and its purpose of
ensuring tuat taxable income does noi escape in the guise
of the lower-taxed royalties, counter-mroductive in the
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context of liberal tax-holldays for income .nd none at all
for royalty.

62. The cagze of Thailasd which has practizally no arra-
ngements or polizies in this regard ralses the question
vhether such arrangements are necessary at all, The
'practical logic' may be that it is more important to get
industries established than vorry about the extra cost to
the economy that the absence of such arrangemants meay entail.
But, as the instance of Republic of Korea shows, a screen-
ing arrangement for acquisition of technology is not
necessarily inconsistent with a promotional approach to
industrialisation. Once a screening arrangement is there,
it can be operated with different degrees of liberality or
severity as national requirements may dictate. Apart from
vithholding the avoidable flow of foreign exchange,
however limited it may be, it will give a £illip to improv-
ing technological capabilities and reducing costs, parti-
cularly necessary for competitive export economies,
stimulate adaptation and utilisation of local raw mater-
ials and machinery, eschew the national and private costs
of restrictive clauses, and help the entrepreneur in gett-
ing the best value for his money., Even the gelection and
use of imported technology requires a measure of disori-
mination and technical competence vhich comes but slowly
in the total absence of regulation. (19)

63. It would be appropriate to end this report with a
few droad conclusions and recommendatinng, Thase have not
been discussed with the Governmments concerned and are made
in a purely personal capacity.

&, dreater study of the subject is needed than what s

available nov. The field is characterised by paucity of
date particularly in Indonesia, Thalland and Philippines.
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65. Suitable institutlona. arrang=mants would appear
dasirsble in Indonesia, rhilippines and Thasland. Tals
has to be combined with an industry-orientation. Sultable
explicit guidelincs would need Lo be published for the
infommatisn of entreprencars bot'h as to the industries in
which forelign collaboratlinon will be welcomed and conditions
under vhich it will be so welconme,

66. It 1s also necessary te evolve intermal guidelines
and criteria, Such guidelines and criteria are available
in Indla., A grester measure of ssrutiny of restrictive
clauses would appear to be recessary in Indonesia, Thailand
and Republic of Korea. The officials involved in the
scrutiny could be assisted by sultable training programmes,
The "Guidelines for the Acquisiticn of Technology" and
"Industrial Joint Venture Agreements” (20) are not gene-
rally well-known emon: the of:’iclale dealing with the
subject and would need to e made avallable to them.

67. Entrepren-urial juidence would be necsssary both in
regard to the sources o7 technolngy a3 wall as the contents
of contracts. It would be ujeful to incorporate in the
UNIDO«ILO programmes relating to industrinl managenet
ingtitutes snd the 11ke a aomvmonent on the negotiation of
Joint venture and licensing ugreem nts, "Joint venture
forums" could be organised, as once done in Indonesia, for
discussions among entrepreneurs cn matters relating to
negotiation of agreements. Joint venture discussion
meetings as in Kuala Lumpur could be organised, with a
separate session for technology licensing, It is also
possible to think of adding this component of Joint venture
discussion meetings as a sequel to investument promotion
meetings, s5 that the persons who come to negotiate

projects cculd also stay on and acquire a greater insight
into the substance of contracts,
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68. In as much as technolog-’ is often tran:ferred through
import of capital goois, 1t may be useful to initiate
studies on the practices adopted in such contracts so as

to ensure that appropriate know-how benefits are obtained by
the recipient country,

69. It will be useful to review the policy in regard to
treade marks and names. 1In India, brand names are not
peruitted to be used for internal production in new foreign
collaboration agreements snd allowved for export purposes
only. In certain other countries, the use of trade marks

aprears to be extensive and the implications therecf would
need to be gtudied,

70, It may be useful to consider in countries vhich have
nct had any mechanism of scrutiny so far, whether tme
country will go on Paying royalties for the indefinite
contracts concluded in the past. This would apply to
Thailand, Philippines and Indonesia. Otherwise royal ty
Payments may have to be made indefinitely and the restrice
tive clauses will 1ikewise remain indelinite. An opportuni.
ty for review of such contracts either on the basis of

mutual negotiation or through considered legislation will
be useful,

71, The mechanisms for actual adaptation of imported
technology are the weakest links in almost all the coun-

tries. Well-considered policy measures would need © bde
adopted.

72, The subject needs to be studied as part of the
perspective of industrialisation and alongside foreign
investment, patents and trade marks and transfer of
technology.
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REFFRINCES

1. For limitations of space, the text has to be rather
condensed. The matter has baen dealt with more elaborately,
and including the role of research and consultancy organisa-
tions, in a report submitted by the author on the same
subject to UNIDO after travel to Thailand, Repudlic of
Korea, Philippines and Indonesia,

2, A fact-finding report should not be constricted by
definitional problems. We will simply follow the definie-

tions in pp. 1-2 of Guldelines for the Acquiaition of
Doreien Techpology in Developing Gountries, with gpecial
keference to technology licenge ssreemcnts, United Nations,
Nev York, 1973, "Technology or knowhow" denotes the sum of
knovledge, experience and skills necessary for manufacturing
& product or products and for establishing an enterprise

for this purpose. The temm "technology licence agreement™
relates to the communicztion of technology or knowhow on
agreed commercial terms.

3. For such a pattern i~ cifferen+ regl...s, see Table ¥

in p.28 of Bestrictive Buginess Prectices, Interim report
MMMM, Uniied Nations, New York,1971.

b S8ee pp.ku-51, Guidelines for Indugtries, 197374
Ministry of Industrial Development, New Delhi, 1973,

e P-40, ibid. For a more detailed sccount of the policy
and procedure for import of technology, see Chapter 1II of
this publication.

6. "Positive" and "prestrictive" fields for foreign
investment have however been recently published. See p.4?
2t as9.4n Wﬂm_xgm, Economic
Planning Board, Seoul, Dec., 1972,
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Korea Exchange Bank, Seoul, 1971. A more recent announce-
ment also says that only up-ton-date technology and new
technology will be apgreved for induzement, p.7, Korean
Business Review No,36, Federation of Korean Industries,
Seoul, Sep.1973. The fomer publication may be referred
to for a more detailed account of the procedure for import
of technology.

8. For a sprclmen letter of approval of foreign colla-

boration, see pp. 52-53, Guidelines for Industries, 1973=74,
ivid. This is beinz revised,

9. For example, Foreign Collsboration jin Indian Industry,
Survey Report, Reserve Bank of India, Bombay, 1963, anl

Foreign Technoloxy and Invegtment, National Council of
Applied kconomic Research, New Delhi, 1971,

10. Foreign Technoloxy and Invegiment, Op. cit. at (9)
1. Taiwan seams to have had a similar experience, Undar

the Statute for Technical Coeoperation, 622 cases of import
of technology werc arprove’ haotynor 1042 5n2 19722,  See
Vol.12 No.3 (March,1973) Talwan Indusircisl Paporama,
Indastriai Developmeni ana nsestnent Centre, Taipeh.

12. Japan and the United States are the leading inves-
tors and suppliers of technology in most South Bast Asian
Countries as well, A study has shown that 16% of primary
and manufacturing projects overseas of Japnnese investors
were undertaken wilh tre receipt of royalties and technical
and management fees as one of the aims of the project.
Japancse royalties renged from 2% to 5% as against U.3.
royalties of 5% to 1C%. See p.15, Direct lnvestment of
Japanese enterprises in South East Asis, g study of

motivationg, characteristics snd attitudes, Thomen W.Allen,
Study No.01, Economic Cooperation Centre for the Asian and

Pacific Region, Bangkok, 1673. <Study No.s 2 and 3 relate
to United States and Burvpean enterprices.
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13. Regtrietiong cr coperts Ap ferelgp colleborztien
agreegents ip_ the Fepublic of the Philippines, United
Nations, New York, 1972.

. Pereign collabarsbien in Indisn Industix, SUIVEY
Beport, op.cit. at (9)

150 msa. ‘t (1)
160 wo at (10)
17. Op, ¢it. at (13)

18. In a note (Sep.1973) on "Main Korean Science and
Technology Development Policies im 1970's", kindly mde
available to the author, the Ministry of Bcience and
Teclnology suggests introduction of an automatic permi-
ssion procedure and 'a substitute machinery for foreign
technology iEport system' so that resecarch institutes could
absord foreign technologies and distribute therm to private
{ndustiiecs. These suggestions have not been elaborated.

19. For similar ssgumenis, see pp. Ju-30, Quidelines
for the Acguisitiop ef Forsikn. Tsehpelogy in Developirs
gouptries. Op.cit. See also Kpow-hoy for Sale,Industrial
Research and Development News, Vol.VI, No.k, United Nations,
1973, pp 10=11. On the regulatory mechanisms in Andean
countries, see idbjd., Constantine V. Vaitsos, Technology
Lisenzing,

20. Manual op_tho establishment of Industrial Jelpt -
Ysnture Agrespents in developinz gountries, United Nationa,
New Iﬁﬂ, 1971.




ANNEXURE
Iable 1

Industiy-wisge classiflcaf.lon of ioreign
o3 POV '

194667 1968-1323(June)

Food, Drinks and Tobacco 24 1%
Textiles 116 10
Pulp and Paper 52 1
Rubber Products 3 13
Chemicals 267 110
Phamaceuticals 18 7
Metallurgical Industries

and metal goods 339 9
Machinery and machine tools 8ok 29%
Klectricals ™ 160
Transportation 168 83
Consultancy 18 16
Others W8 260
Grand Total 2792 939
Sources Upto 1967, Foreixn Technology and Inveataent,

National Council of Applied Economic Regearch,
New Delhi,?971., Tor the 1zter pericd, Ministry
of Industrial Development, New Delhi. Sudbject
to minor variations in industry classification.
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Table g
Technolcgy Licensing Agreements in
Republic of Korea up to J
e VI,

Industry Agree- Agree~ Agree~ Pay- Forei

ments ments nents ments Invest-

Apprve vance- Expi- 80 nents

ved Jled red far sgpproved
Primary Industry 7 - 3 b3k 26
Agricultural Livestock 7 - 3 L3k 1
Figheries - - - - 10
Mining - - - - |
Secondary Industxy 305 17 73 26757 390
Foods é - 3 ‘023 12
Pulp and Paper 3 - 2 - -
Textiles 9 1 2 326 L5
Chemical Fibres 10 1 2 222% -
Cersmics & Cement 5 - 3 866 20
Petroleum 9 1 - 913 b
Chemical Products 69 2 15 2841 55
Drugs 23 - b el 8
Iron & Non-ferrous

Metal Electronic and
Kectrical Bquipment 69 3 16 2776 79
Machinery 87 7 2 2297 b
Glass 1 - - - -
Others 3 - 1 W 89
Tertiary Industyy <5 i 2453 23
Electricity 2 - 2 727 2
Comeunicetion 20 6 1083 9
Construction 3 3 101 |
Otherl - - - P 9
TOTAL 337 17 87 19649 Yyt
Source: Beonomic Planning Board
s Upto June, 1972
s¢ The figure stood at 615 as of March,1973. In the

first half of 1973, licensing agreements increased
by 10 vhereas even in the first quarter of 1973,
foreign investment approvals increased by 77.
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Ipble 3

Licensing ursmnn._i.n.lmmm

- e,

Industry

Upt.o October'71 to

Plantation, mining and petrolewm
Foods

Beverages

Textiles & Wearing Apparel

Klectrical Supplies, sppliances
and accessories

Chemicals and Paints
Phamaceuticals

Metals, metal products and construction

equipment and materials
Petroleum Products
Commetics, toiletries, soaps and
detergents
Motors, engines, mechinery etc.
Cigarettes and tobacco products
Office supplies and equipment
Cars, car parts and rubber products
Electronics
Shoes
Filas and motion pictures
Phonorecords
Ceramics
Paper and Pulp

TOTAL:

Sources

Fi(urea upto 1970 fl'Oﬂ "59

hilippines.

1
31
19

NGFuo o3 TR

Whare the

1970 _geptegber,'23
5
3

b
*

-h
NNV awl DA N

On

1gurcs cannot

be fitted 1nto the earlier classification specifically,
they have been indicated separately.

¢ Classified as "engineering"




Table W
Poreign Inveataent «porevals in_Inao ngsis

1.

2¢
3.

S
6.

7-
8.

9.
1cC.

(Jan. 1967 to June,1973,

Activity

Manufacturing

Animal feedstuff

bd Chemicals

Ce

Ge
e,
f.
s
h.
i.

h
Ke

Contalners

Mectrical goods/household
appliances

Food processing/beverages/
seasoning

Metal working

Fharnaceuticals/cosmetics

Remilling/crumd yubber
processing

Textiles

Tobaccey processing

Miscellaneous

Total (mfg.)

Agricul ture/Land development
ALr transport

Msherics

Forestiry

llotels/tourism/real estate/

housing

Mining (excluding oil)
Recreation/Amusement/Racing

Construction/General contracting

Miscellaneous
Aggregate totals

Source: Board of Investzent.

aillion dollars)

No. Capitalisation

oFw W8 8 o

W -

Boa3 JoofF22

586

e
A
5.4
5847
R

38,4

k.0

31‘;2:;

138.2
768.2
653
3.2
19.7
89,1

175.0
W60, 1
16.0
r 1

72,0
20933




Table 5

Payments for licensing agreements

— 301972 in Thadlend ___ _

(Doilars)

Agreements ipvelving

Industry
ties Assistance Mark
Pees.,

Textiles 16 12
Toiletries 18 2
Drugs and Chemicals 13 -
Paints 5
MilK ™S 1
Batteries and

electrical products 7 b
Tyres 1 1
Automobile Ascembly 5 1
Glass 1 2
Copying Machines 3 -
Others Lol 10
TOTAL: 17 3
Source:

| -

Bank of Thailand

-~

Pay-~

1

i B S G~ APt G > W

Royal - Technicai Trade Total Amount

(approx,)

ments. (4 1000)
29 1375
20 1268
13 . §

? 129

5 557
11 387

2 19

é 358

3 265

3 270

6 1853

155 71056

. asegee
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lable 5
Restrictive Clauses in Foreign Collaboretion
——-Asxeenents - India and Philippipes _ ..
India Philippines
upto upto 1970
March'99
Rxpoxt Restrictions 616 82
Global ban on expoits 39 W9
Exports prohibited to
specified countries 102 Y
Exports permitted to specified
countries only 257 1
Prior approval for exports 164 17
BExports pemmitted to or through
specified firms only 36 6
Restrictions on uge of trade
marks in exports 10 1
Other export restrictions 8 -
Qther Restrictions
Tied Purchgses 160 67
Restrictions on production
patterns 65 5
Ppyments of minimum royalty 5 13
lmprovements to licensor - 1%
Restriction on sales pricedures 19 -
Non-local laws tv getllc dspuiea - a1
Restriction on termination - 3
Othey rorctrictione L 1
Total No. of restrictive agreements: 698 126
Total No. of agreements 1393 2%

Sources Table 2 & 3 of "Restrictive Buainess Practices”,
Interim Report by the UNCTAD Secretariat, United

Nations, New York, 1971,
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