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V ABSTRACT

The aissiou was carried out with, the aim of "Strengthening 
of the Technology Transfer Board of the Ministry of Industry" (DP/PHI/78/008).
The establishment of an over-all information system, designed to gather and 
analyse data on technology transfer contracts acted upon by the Technology 
Transfer Board, was the main objective of the three-month mission. After an 
evaluation of the existing system, where some important shortcomings were found, 
a more encompassing information system was suggested. This enabled an easier 
and more accurate collection and analysis of relevant data on contracts. The 
last phase of the mission concentrated on the implementation of the system and 
on the drawing up of guidelines for practical use. The performance of the 
system largely relies on the work of people charged with data collection and 
storage and on the uniformity of the criteria followed. An information system must 
not be seen as a mere end, but as an important means of fostering the accomplish
ment of the over-all goals of the 3oard; information and evaluation work may 
therefore be seen as complementing one another. The present manual system will 
enable the operators to obtain the necessary experience to allow for a steady 
transition to computerization. Computerization is recommended as a way of 
improving the capability of the Technology Transfer Board in performing its 
tasks, either in the statistical or in the evaluatory field.
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птногосткж

The complexities involved in the process of technology- transfer, which 
encompassed regulatory, co-ordinating and promotional efforts, led the 
Government of the Philippines to request assistance in strengthening of the 
Technology Transfer Board of the Ministry of Industry (TT3). The United Nations 
Industrial Development Organization (UdloO) became executing agency for the 
resulting United Rations Development Programme (UTTDP) project (DP/PHI/78/008). 
This is the report of a mission carried out from June to August 1981 as part of 
that project.

3efore the three-month mission began, the activities already performed 
under the project had been limited to a study tour by two teams of TT3 and 
technical staff to observe the systems developed by similar bodies in six other 
countries: Argentina, Brazil, Colombia, Mexico, the Republic of Korea and
Spain.

The objectif*;. ->f the mission were closely involved with the over-all zoals 
of the project it:.elf; :o overcome the shortcomings of the TTB. More 
specifically, the azs*. -a aimed at the establishment of an efficient information 
system of data gathering, processing and analysis of the terms and conditions 
of technology transfer contracts to service the requirements of the TT3 for 
information of this type.

The objectives have been accomplished insofar as a global information 
system has been designed and its implementation has begun, further follov-up 
assistance is needed to observe the working of the system, to assist in a more 
detailed analysis of data collected and to help in case of a need for 
modification of the handling system.



RECOMMENDATIONS

On the basis of the experience gathered and with the aim of proriding a 
steady development of the system the following recommendations are made:

(a) The usefulness of the system largely depends on updating and in 
accuracy of information. People charged with filling out the basic cards mist 
bear this fact in aind;

(b) Uniformity of criteria is an essential factor. Existing guidelines, 
howerer extensive, cannot encompass all the situations. Typification of 
uurorcseen situations must be added, after an exchange of views among staff 
aemcers;

A clear distinction between evaluation and statistical staff i3 
neither feasible nor advisable, so that a continuous interflow and interaction 
can take plaev, without prejudice to same degree of specialization. Someone 
should be carrying cut statistical analysis, but performing at the same time, 
evaluation tasks;

(d) It most be borne in Bind that the information system must be in 
accordance with, and subordinated, to, the over-all goal3 of "she Board.. Infornatic 
is not an end in itself. It is of crucial importance, however, to an accurate 
achievement of the perceived goals. More specifically, statistical analysis
has to be fully integrated with evaluation objectives; statistical lata must 
be the background which can lead to a more correct evaluation and to the 
definition of policy measures;

(e) Computerization has several advantages over manual handling, 
chiefly in rednced costs for additional analysis, time saving, added accuracy 
cf data, increased possibilities for more sophisticated analysis, utilization 
of inquiry facilities, increased effectiveness of monitoring and eventual 
linkages with other information networks.

Experience obtained from the working of a manual system will be 
helpful for the steady implementation of a computerized system. To overcome 
eventual confidentiality issues and to achieve effective independence, 
acquisition of a microcomputer for exclusive use of TT3 will perhaps be the 
most appropriate action, avoiding as far as possible proliferation of 
facilities inside the Ministry.

An exten-ion of the project in 1932 could be utilized to review 
and monitor the system, and to assist in contactr with the systems analyst 
charged with designing and programming, so that computerization could start 
later in the year;

(f) Linkages with the Central Bank concerning the exchange of information 
must be further developed. The availability of data concerning foreign exchange 
outflows due to technology transfer contracts (either registered by TTB or 
previous to its implementation) must be seriously considered;

(g) Information linkages with. other bodies outside the Ministry of Trade 
and Industry must also be improved. Knowledge of the functions and targets of 
the TTB could be given to the business community at meetings where technology 
transfer issues could be discussed and TTB goals could be publicized. The 
seminar to be held in November 1932, sponsored by UNIDO, could pave the way
for this kind of action.



I. HAUT ACTIVITIES

Within the framework provided by the job description (see annex I) and 
in'close co-operation vith TTB technical staff, activities have been directed 
towards the establishment of an adequate system of collection and analysis of 
information on technology transfer, designed to suit the specific needs of 
Philippine economic and technological development and, more specifically, of 
the TTB.

Accordingly, the work va3 mainly concentrated in three fiilds:

(a) Appraisal of the existing information system;
(b) resigning and discussion of a more appropriate and encompassing

system;
(c) Implementation of the proposed system.

Appraisal of the existing information system

Basic sources of information are well developed and are suited to the 
needs of the TTB. A comprehensive application form has to be completed by 
companies so that official acceptance of a contract for evaluation can take 
place. For monitoring purposes, a form for reporting annual progress is used; 
this provides expensive data on the operations performed under the technology 
transfer agreement.

Evaluation work is done conscientiously and appeals, in some cases, for 
information outside the TTB, mainly concerning background sectoral data and 
engineering or technical data.

Modifications of either the application or the monitoring forms were not 
needed. The need for improvements lay in what could be designated as secondary 
sources of information, i.e., appropriate forms for storage, analysis and Later 
utilization of relevant data on the contracts, either for evaluation or for 
xtat:s t i c p u r p o s e s .

Work was, therefore, concentrated on the improvement of information 
gathering and analysis.
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Zesign of an over-all isfomaxion system

Two distinct, although closely interlinked questions were asked:

(a) What kind of data must he selected and what kind of outputs must 
he produced?

(h) Which handling system (annual versus computerized) should he
chosen?

With regard to tht latter, it is thought that the most- realistic procedure 
has been followed. Computer facilities are not yet available and the utilization 
of other organization's facilities could raise problems of confidentiality; 
moreover, design and programming of a computerized information system are 
elosel; interconnected with type and characteristics of the computer to he used.

In order to profit from the technical assistance and to avoid an 
excessive accumulation of contracts, it- was decided to begin work with a 
manual system. lAirtheraore, this option had the advantage of allowing the 
operators to gather experience and, eventually, to introduce some improvements 
into the system.

In the medium term, however, a computerized system: must he introduced.
In spite of the relatively small number of agreements acted upon, computerization 
has the edge on a manual system, ^he availability of a microcomputer exclusively
for the TTB's use would be the most adequate solution to comply with confidentiality 
requirements. The establishment of linkages with existing or foreseen facilities 
inside the Ministry of Industry could also be considered.

The first set of questions was extenaivel* analysed and, in the expert's 
opinion, an wver-all system vas designed >o fit the specific needs of the TTB.
The system encompassed two main vectors:

Collection and storage of information 
Statistical analyses and reports

Collection and storage of information

Cne of che ohi=f shortcomings of the previous system vas 
the great reliance on contract folders; another was the lack of crossliakages 
among data storage forms.



To overcome those deficiencies and after taking into account the option 
for & handling system, a set of cards containing all the relevant
information concerning technology transfer contracts vas established. The 
system is based on the following principles:

(a) The progress of each contract'must be easily followed from it3 
initial entry to its registration and later monitoring;

(b) For statistical purposes the relevant information contained in 
the text of contracts and in application forms most be systematized on 
storage cards; the reading of agreements for statistical (and often for 
evaluation) purposes vill no longer be needed;

(c) All information storage cards must be connected, but unnecessary 
duplication must be avoided (a more in-depth approach is provided as annex II'.

Accordingly, a set of six cards was proposed: contract flow card, contract 
card, product card, recipient card, supplies- card and monitoring card. The 
contract card is the cornerstone of the system, providing a brief but complete 
insight into the framework and the text of the agreement and, at the same time, 
an appraisal of the modifications introduced as a result of TTB intervention 
(a copy of a contract card is shown in annex 111). The product card is 
relevant for evaluation activities; it provides detailed information on the 
fields where contractual technology is imported.

Statistical *e«lysi3 and reports

The main objectives of statistical analysis system were identified as 
follows:

(a) Assessment- of the trends and characteristics of contractual 
technology inflow in the Philippines ;

(b) Assessment of the efficiency and the results (either qualitative 
or quantitative) of TTB intervention;

(c) Assessment of the impact of imported technology on the national 
economic and scientific or technological system.

Besides these objectives, others must а!зо be considered such as the 
improvement of the relationships between the TTB and national business and 
scientific and technological communities, as veil as she strengthening of l:r./.ages 
with information systems of international organizations, especially she "ЛИС 
TIES system.



^taming frost the above objectives, three kinds of statistical analysis 
reports vere suggest..!:

(a) Surveys of registered contracts, including an appraisal of the 
mu-in features of the contracts as veil as an estimation of the effects 
(especially financial effects) of TTB regulation. These detailed reports will 
be provided to the Board each quarter. The contents of periodic reports vere 
extensively discussed and some guidelines vere established;

(b) Surveys of technology transfer payments vill be provided to the
Board on either a bi-annual or an basis. Hbvever, as data on effective
payments vas not available to the TTB, basic data nust he provided by the 
Central Bank;

(c) In-depth sectoral studies, aimed at presenting a close insight into 
the process of technology transfer in specific sectors. It must be recognized, 
however, that this type of study ¿3 hardly feasible, due t.o the limited number
of TTB technical staff, and that it implies, moreover, the setting up of linkages 
with other bodies with broader functions, such as BOI or SEDA (see annex TV 
for further details on the main suggestions male concerning statistical 
analysis).

Implementation

The limited time-period of the mission meant that an option had to be taken 
concerning implementation. The mission began with the over-all system coilsctier, 
and storage of information, as far as it vas essential for the performance of 
the other 3teps.

A thorough discussion on the contents of the cards took place. Written 
guidelines vere prepared in order to ease and stabilize completion procedures. 
These are now being performed.



II. ACHTB73ŒHT OP OBJECTIVE

The objectives of the mission were attained to a great extent. Only task 
(f) of the job description in annex I was not performed; _ndead. tie fulfilimenu 
of this task will imply a close relationship with the technology transfer 
organization expert.

An over-all system lor collection of information vas designed and its 
implementation has already began. On-the-job training was provided through 
discussions and exchanges of views with technical staff as well as through 
supervision of implementation procedures.

In addition, advice was given concerning the purchase of a microfiche 
reader. As funds have already been allocated for this purpose, purchase 
should not be delayed. Microfiche reproduction is a good method of preventing 
loss or damage of existing data.

Finally, talks were held with representatives of some computer companies 
as a first step to eventually purchasing a microcomputer.

The work performed will lead to the strengthening of the capacities of 
the TTB, inter alia on the following grounds:

Ca) Knowledge of the flow of the contracts inside the TTB;
(b) IZnovledge of the terms and conditions of the import of contractual 

technology;
(c) Information on a product basis;
(d) Assessment of the effects (either qualitative or quantitative) of 

TTB intervention;
(c) Improvement of evaluation procedures, by providing up-to-date 

background information.



in. F33EINGS

The TT3 is a recent body. Its operations began in October , and 
current evaluation tasks have absorbed, most of its nine and vers of one utmost 
concern to the Board and the technical staff.

The time has nov come to get a closer insight into information issues, 
based on data and experience accumulated during its three years of operation.
TV]» working of a comprehensive information system will provide an evaluation 
background that is likely to improve substantially decision-making and 
screening of technology imports,

Computerization will be the next step in the process, and will be geared 
to ensure more efficient data collection and retrieval. Utilization of 
inquiry facilities, allowing immediate access to data stored, would be helpful 
for evaluation purposes.

Monitoring activities will then have to be considered. The staff are 
aware of the importance of monitoring; the text of contracts only provide 
a fra ’«work for their implementation, they do not say how they are carried out. 
Monitoring is not an immediate issue. However, while the five-year term of the 
first registered agreements will soon he to hand, and renewals will be requested, 
the need for establishing monitoring procedures will increase.

The approach followed by the TTB has been a pragmatic one: steady and
step-by-step. In spite of the various improvements suggested, the balance of 
TTB regulation has been largely positive and is likely to incrsase furuher.
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Annex I
JC3

The main tasks assigned to the technology transfer information expert 
were the following:

(a} To study and evaluate the information collection and dissemination 
system applied by the TEB;

(b) To fully investigate present and future needs of the TT3 in terms 
of collection, storage and disseminaticn_of information related to all its 
unties;

(c) To specify and oversee implementation of a more efficient information 
system for internal use;

(d) To assist the TTB in its efforts to supply information into the 
uxiluO Ties system;

(e) To provide on-the-job training in information collection and 
processing for the TTB staff;

(f) To establish guidelines for an information and advisory service 
at the TTB which would encompass access to sources of information on available 
technologies, including those made known through the IflïIDO ENTI3 and local 
technologies.



Annex II

INFORMATION COLLECTION AND ANALYSIS 

A. C-ft— »nts on the axis-ting system

Before assessing the TTB system of collection and analysis of information, 
the question oast be ashed: what are the purposes of such a systaa?

There are chiefly two: the support of evaluation tasks and statistical
aggregate data, namely, accomplishment reports sent to the Board and bi-annual 
TIES I reports.

The main sources of basic data are collected from: the application fortes
and the contracts themselves.

Some of this information is translated onto:

(a) Contract cards, following TIES coding forms (some data are added; 
namely those concerning foreign exchange outflows, inflows and savings (derived 
from TTB intervention), tax earnings and employment);

(b) Sectoral contract data, containing information about products 
involved, recipient, supplier, type of agreement (new or renewal), royalty rate.

These data are extensively used in evaluation procedures in order 
to gather information about similar-agreements or technologies; however, for 
a more in-depth analysis an appeal to the contracts themselves is needed. 
Furthermore, identification of agreements is made only under the name of the 
recipient or supplier, and registered agreements are filed by registration 
number. The addition of new contracts to the existing sheets could also entail 
some problems, especially when the total number of agreements increases;

(c) Royalty rate cards, filed according to royalty rates. The usefulness 
of those cards seems limited.

Other noteworthy elements relate to monitoring of tech? ¿nsfer (T/T)
agreements such as the forms for annual progress report* aci ..-oring reports.

A large number of progress report have already been received and are
filed under contract registration numbers. However, monitoring reports have not 
7 et been issued. In fact the TTB ia less than three years oil and daily pressure 
on evaluating agreements and cn complying with the cC-day term as laid ievr. by 
law have been until now the overwhelming requirement. Furthermore, as agreements 
are generally allowed for five years, only a few cases of contracts registered 
by the TTB have so far- been renewed.



The Tons Tor tee «™nii progress reports and the monitoring reports must 
be integrated into an orer&ll system of T/T information. To establish its 
exact role, the goals pursued with monitoring must be identified; they 
include the following:

(a) General compliance with the objectives of T/T policy;
(b) Checking, for each agreement, its compliance with the expectations 

and with the terms and conditions set by the Board;
(c) Support in the evaluation of renewal demands;
(d) General statistics about the inflow of technology in the Philippines.

A problem arises as to which are the most important ones. Will there be 
a need for an check of each agreement? Will it be preferable to concentrate
on the bigger contracts with some rssessment (by random sampling) of the minor 
ones? Which will he the linkage between monitoring and renewal evaluation?
What about the effective transfer of technology, that is, the absorption of 
the know—hew by the recioient and its ability to carry out the affair alone?
This cannot be appraised by a mere progress reports it implies a more in-depth 
analysis and a thorough observation of the plant.

These matters must be extensively discussed in order-to integrate 
monitoring then into the general information system. It is necessary to olar this 
integration before the beginning of monitoring- activities.

Application forms are complete and supply evaluation staff vitb most of 
the relevant data concerning the agreement and the parties. At present, and 
taking into account that they have been modified recently, it is thought that 
they must remain unchanged regarding the information gathered.

Tvo improvements oculd, however
l r_ya £ A n ~*~ 2f 2’0£ 2^0 : 2 ' ̂ ' 3 “ 3
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However, from an information viewpoint memoranda are not veil-suited. 
Another linfr between evaluation and information collection is needed. The 
contract card currently used is not enough to collect all the relevant data on 
the contract (as well be seen later), and in most cases information, even 
statistical data, only can be got from the agreements themselves. This is a 
major short-coming that most be overcame in the designing of a global 
information system.

In brief, the evaluation stage oust provide adequate data in a suitable 
form for statistical and retrieval purposes. Further reading of the contracts 
for statistical purposes should not be necessary. A short but complete contract 
card, gathering all the relevant information, must he filled out at the 
evaluation stage, in two steps (initial and final; that is, when the contract 
comes in and when it is registered).

Current contract cards closely follow the TI2S coding forms. They are 
midway between an exhaustive contract card and a short aperçu of basic contract 
«lements. They io cot avoid, unfortunately, an analysis of the text of the 
agreements themselves in order to get information on restrictive business 
clauses, for instance.

Furthermore, the connection between the cards and the sectoral contract 
data is difficult because the former are filed by registration numbers and the 
latter are organized by products and aa not refer oc registration numbers in 
some cases they do not have even registration numbers because the companies 
io not ccnoiy with the terms and conditions set by the Beard,.

These cards will not be needed in the foreseen information system.

Vith regard to information on a sector- (or-product) basis, the expert 
believes that the idea underlying the existing system is correct. Evaluation 
staff need up-to-date information on a product basis, about existing (registered 
or not) agreements.

However, some pre-requisites must be accomplished as follows, in order to 
provide greater usefulness:

(a) Linkages between one set of information and others (namely contract 
cards) must exist;



(b) Updating must be easy and must not entail later subdivision of 
items (that is, a system nus- ce selected icr the identification of predicts ;

(c) The goal is to identify which agreements have been acted upon in the 
relevant sector and not to have extensive information about them; the latter 
can be obtained, if necessary, from the contract card.

Some modifications must be introduced within the actual system such as the 
utilization of product cards and the identification of products ac rding to the 
SITC. The problems raised by service agreements can be easily solved; in fact, 
most of them fall into six categories: restaurant operation, rent-a-car systems,
hotel management, general management, tel» omnium'cations systems and computer 
software and data processing.

Royalty rate cards are rarely used. Indeed, when the staff evaluate an 
agreement the point is not how many agreements have that royalty rate, but 
rather, hov many agré m ents deal with products (and what are their terms 
and conditions).

Sven for statistical purposes those cards are not suitable. One most be 
aware not only of the royalty rates but also of the royalty basis. Useful 
information on T/T payments can be easily collected from other sources.

3. Outline of an information system

The design of an information system must comply with the following 
conditions:

(a) Etch agrément oast be capable of being followed from its entry 
to registration and later to monitoring; the stage reached ay each contract 
must be inown;

(b) For statistical purposes, secondary sources of data, not primary 
ones must be relied upon. The relevant information contained in the text of 
contracts and in application forms must be transferred to maim ail, cards (or to 
computerized supports); reading of «.greements for statistical purposes will 
not be necessary if an- adequate contract card is designed;

(c) All information storage cards must be linked and connected but 
unnecessary duplication must be avoided; in a manual system, however, some 
degree of duplication of main items could save time.

Relevant information on ^/T agréments, either for statistical or for 
evaluation purposes, can be stored on 3ix cards: contract flow card, contract
card, product card, recipient card, supplier card, ar.d ncnitcring oard.



All these cards arc connected., ant inforaaxion. stored and its purposes 
are differ- nt.

From a contract's entry- in the TTB to its registration it passes through 
a number of stages: entry, official acceptance, evaluation, approval (or
fieri ni), and registration. Some stop at a given stage and do not reach the 
nest one; companies may no longer be interested in such a- contract or may 
not be interested in going along with it in viev of the terms and conditions 
set by the Board. Identification of the stage reached hy every agreement is 
necessary; at the same time, it is a means of controlling the work of the 
TTB staff and the compliance of companies vitb TTB requirements (namely 
concerning information requirements and registration terms and conditions).

To allov for up-to-date information on the flov- of each agreement a contract 
floe card vas proposed. These can be identified in three ways: entry number,
registration number (only for registered agreements), and recipient name (only for 
agreements not officially accepted).

These cards most be filed in line vith the identification methods already 
mentioned:

(a) A contract must receive an entry number, bat only after official 
acceptance; up to that time the contract is not yet worthy of consideration 
by the TT3. Contracts which do not comply with the requirements for 
application most be recorded on the contract flov card, but should not be 
mixed with those which are ready for evaluation. The flov card of those 
contracts must be filed in alphabetical order of recipient company (a periodic 
reviev of those cards must be undertaken to see if there are some contracts 
which can be considered as abandoned);

(b) Flov cards of contracts not yet registered must be filed according
to entry number. Entry number is the most adequate way of identifying agreements 
not registered;

(c) Finally, contracts already-registered mnst be filed according cc 
registration numbers. Registered contracts must be seer, as being cancelled; 
after the issuance of the Certificate of Registration and the endorsement by 
the Central 3ank, the contract does not entail any more work for the TTB a/
- its flov has ended.

The completion of this card does not require any particular knowledge; 
the task can be performed by clerk personnel.

a/ Mot considering monitoring operations and possible minor amendments
or additions.



Contract cards are the basic corner stones of the system. They must be 
designed to permit the collection of all relevant information including the 
application form. At the заве time, the card arast ?how the modifications 
introduced by the Board on the former agreement; that is, a comparison 
betveen requested and approved terms and conditions.

Contract cards must be completed by evaluation staff in two steps: when
the evaluation begins, and vhen the agreement is submitted for registration 
or vhen it takes place.

At first, "his *ask. seems to involve a Ion ex' additional verk. However, 
this is not the case, because the completion of contract cards helps the 
evaluation vork; a contract card can be seen as a cheek-list of all the 
relevant provisions generally found in technology transfer agreements, and it 
provides a useful support to a careful examination of the text of the agreement; 
furthermore, it helps to systematize the elaboration of evaluation memorandum. 
Portuguese experience in thi3 field shewed that, at the start, -evaluation staff 
were reluctant to perform the task; lat'jr, they reeognized the usefulness of 
contract cards aad even proposed some amendments to them.

Another advantage of a contract card is that it avoids the necessity of 
reading the text of the agreements and is complementary, in some respects, tc 
evaluation raceration. It jar also be utilised by tre renters of the Beard 
as another information innut x’or decision—taking.

Finally, the expert underlines its statistical usefulness; it provides 
an easier method of collecting data, either in a manual or in a computerized
3ystem .

Statistical data on foreign exchange outflows and inflows, foreign exchange 
earnings deriving from TTB intervention, tax earningj, employment generation, 
net sales, local value added and production capacity can all be recorded on this 
card. As can 3oard decisions.

A draft of the proposed card can be seen in annex III. Its contents 
deserve, however, more in-depth discussion and analysis.

In assuming that a manual system will be selected, three xerox copies of 
the card will be needed:
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(a) The first will be included in the contract folder;
(b) The second will be utilized for statistical purposes;
(c) The third vill be utilized for evaluation purposes (analysis of similar 

agreements relating to the sane product).

Copies can only be obtained after registration of the agreement. U '2. 
then, there will be only one card in the contract folder.

The following cards centre around the contract card. They include partial 
information only, designed for easy evaluation and statistical procedures.

The product card is a main input for correct evaluation work. Product (or 
sector) summary sheets are now being utilized. However, as the number of 
agreements grow, they will be increasingly difficult to consult and update; 
furthermore, product classification must be established in order to prevent 
confusion or aisclassification.

Product cards will be identified by SITC, complemented with a description 
of the product. Relevant items to be retained in the card include:

(a)
(b)
(c)
(4 )
(e)

assistance,
(f) 
Cg)

2ntry number; •
Registration number;
Recipient company;
Supplier company;
Object of the contract (snov-'cov, 
training);
Type of agreement- (new/renewal); 
Approved royalty rate.

trauenarxs atari •a,

In order to shorten the card and to avoid unnecessary duplication, data 
on supplier company, type of agreement and approved royalty rate can be 
deleted. Further discussion of this topic vill be useful.

SITC classification must be attributed by technical staff in the first 
phase of the evaluation procedure. The completion of the card must be performed 
by trained personnel in two steps:

(a) Product identification (when applicable), entry number, recipient, 
supplier, object and type of agreement - immediately after the completion of 
contract cards by staff;

(b) Registration number, after registration has been carried out.



Carda must be filed according to their SITC number.

The aim of recipient cards is to collect information on all the agreements 
of each Filipino firm; some data about the firm itself will be also useful 
(301 registration, foreign holdings and products manufactured). If a computerized 
system vere selected, more information could be analysed and recorded (for 
instance, sales, employment, assets);—  ̂ a closer-connection between 301 and 
the TTB could also be accomplished.

Recipient cards provide information either for evaluation or for 
statistical purposes. The knovledge of previous contracts of recipient firms 
is background information that must be taken into account, especially in 
cases vhere a bunch of agreements exists vith the same supplier (or affiliated 
suppliers). The card also supplies information about applications filed and 
not registered. A closer scrutiny of companies vhich in a systematic way do 
not comply with 3oard registration requirements could be necessary.

The completion of the cards does not require c~.y particular ability and 
can be easily performed by clerks, on the basis of contract cards.

Most data can be obtained from the contract cards- -immediately after the 
first 3tage of the evaluation procedures; only the registration number has to 
be filled in at a later 3tage.

Like product cards, some shortening of recipient- cards is envisaged, mainly 
in what concerns products, suppliers' foreign holdings and the objects of the 
contract.

Supplier cards are similar to recipient cards. Their purpose and 
completion procedures are broadly the same.

Specific comments on supplier card has been avoided, although additional 
discussions and exchanges of views on this subject are welcome.

A monitoring card has also been designed and has been commented on 
earlier.

In theory a computerized system will allow for the collection of more 
information than provided for in the monitoring card.

An comparison between projected, and actual performance is an
essential element of monitoring activity. Detecting the reasons which lead

b/ It must be pointed out, however, that application forms do not provide 
this information; it can, nevertheless, be collected from financial statements 
(excluding tr ployment).
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summary moniSoring card (as proposed) bat rather on a monitoring report, 
encompassing quantitative and qualitative appraisal, as the one already 
designed but not yet in U3e.

Monitoring cards most be identified by registration number (only registered 
agreements are in force and can therefore be monitored) and, should contain 
data on:

(a) Total sales;
(b) Domestic sales;
(c) Exports:
(d) Royalty payments;
(e) Total foreign exchange disbursements;
(f) Local value added;
(g) anployment;
(h) Tax payments;
(i) R and D expenses.

Data on these items can be collected from application forms and contract 
cards (concerning projected values) and from former forms for annual progress 
reports provided by recipient firmj (for actual values).

To understand the relationships to be established between evaluation 
procedures and information collection, a summary flov-chart of the most relevant 
evaluation steps and the corresponding information vori follovs:

Recedes of application

Prelimir.arv reviev
Additional requirements

Cfficial acceptance

c /Application control book—  fieri:
Contract flew card \ree indent/

application, assi^rnert; oc staff rieri*

- contract earn ■. issuance of 
additional recuirements'

- Contract flew card entry 
data/entry nunber/date 
decision due/official 
acceptance iate/assignnens 
to staff!

. . .  c/- Acp_ication entry/ coctc-
_ . C /- ivaxaation nemorana.un —

- for.tract card as 
reccested,

fierx

Technical staff

r.ica_ sta::

in: emaci or. system.

1



_ Rec ci3nt 'ard ^11 'te^s 
except registration member

- Supplier care all items 
except registration member " 2 " m r* v*

— Product card all items 
except registration member 
and royalty rate.) Z  lerk

Subirission to Acting 
Executive Director

Submission to 3oard
; Board decision) - Contract flov card

Board decision late rierk
- Contract card (terms and 
conditions of registration)

Issuance of notice - Contract flov card
(date of issuance of notice-

Acceptance of terms a..c 
conditions for 
registration

Registration - Contract date ! as registered,1 '3r,bii

l'SC mil 5

cal staff
- Certificate of registration
member c/
, . . . . c/- certirccate of registration—

- Contract flov card ’ ccmoliance 
vith conditions/issuance of 
certificate of registration/ 
endorsement to Central Baric

- Product card .registration 
number)

- Rgcl^i^nt Z 2-2T"i 3*I*3,Z', Cn 
number;

- Supplier card .registration 
number}

- Monitoring card 'projected

-_erx

- —

.¿rx, ~aerini2â . sza:



The proposed scheme of information collection implies a lot of additional 
clerical vork and also some more York for the technical staff. The latter can 
be considered as negligible as far as she scmple-ion of contract cards vill 
dele and inertv-e evaluation treeeuures.

The workload increase will be substantial for clerical staff, and vill 
require the recognition of a new element in their employment situation.
TTB clerks are in need of some farther administrative support and also of typin 
assistance.

However, farther discussions vill be needed on this subject. In some 
instances, appraisal of work performances and needs can be misleading. In 
addition, the employment of nev personnel has to be linked vith the option of 
a manual or a computerized system of information, In the latter case, the TTB 
vill us* ; global facility (in the sense that it is one among many uses), and 
co-ordination vith the general management of the computer facilities, at the 
ministerial level, vill be required. Furthermore, acceptance needs differ 
according to the system chosen.—^

A further point that requires examination is the collection of information
. a/on agreements already acted upon by the TTB after October 19T8,—  Agreements 

acted upon, as of 3 July, have reached a total of 335, of which 265 have been 
registered.

The completion of cards on those contracts (other than contract flow cards) 
vill take 200 to 330 man/hours: i.e. up to 3.5 weeks. About 60i of the time
vill be 3pent vith contract cards; the remaining Uoi vill be used to fill out 
supplier, recipient, product and monitoring cards.

3eyond the time allocated to the completion of the relevant cards, a 
training period has to be provided to the personnel cai— ring out this task. 
Training would last for one veek.

d/ 2; lectations on applications must also be taken into account: Vill
the dovntr*;~d on the first* half of 19^1 remain? Will the lav be modified to 
have a larger scope?

e/ The question ha3 not been raised yet of information about old agreements, 
that is, those agreements vhich TTB analysed at the request of the Central Bank 
(there were about *39 contracts betveen 1973 and 1978).



The question then arises as to whether the old agreements iprevious t.n 
the start of the TT3) are worthy of statistical treatment also. Are they 
relevant for evaluation purposes, namely as background information? Would 
recipient cards and product cards on those agreements be useful?

The expert feels that this is another issue for discussion. Nevertheless, 
whatever information was collected from those agreements, it will be less 
eooplex than that of TTB agreements.

This paper is only a preliminary attempt to deal with the procedures of 
information collection; its purpose is to allow a discussion of the various 
issues. The fact that a set of cards i.s proposed does not entail any out ion 
for a manual over a computerized system. The expert is 3imply trying to 
establish the relevant information to be collected and to take into account 
the requirements either of evaluation or statistical work.
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CONTRACT CARO (1) Entry тс. 
Registration 1M ----- -

RECIPIENT COMPANY
jtata owned [ ] Privately owned [ ] 
Origin of Tar=i gn eau ■ ty

Mixed i j Foreign -wij-ngs i

SUPPLIES COMPANY
Country Holdings in the redolent %

Indirect relationships
Type of agreement New [ ] Renewal [ 1 Amendment C ]

OBJECT (SPECIFY)

TECHNOLOGICAL ITEMS INVOLVED
L ; -ЭРС9 agrsement [ ] Service agreement ] Franchise agreement [ ]

Knowhow C I Feasibility studies C 1 Process eng;neer;ng [ 1 T.A.Erection/Start—up. t '
Trademarks [ ] Market studies C 1 Sasic angi neer: ng [ 1 T.A.Production [ ]
Patents .[ ] 'lanageirent studies [ ] Detailed engineering ( ] T.A. Management C :
Models i ] Other studies £ } Training [ ] T.A. Marketing £ ]
Other ■„ 3D ec;T '. General T.A. C l

TYPE OF MENCE Exclusive [ 1 Mon-exclusive [ ] Silent [ I

i

I

TYPE OF PAYMENTS ROYALTY PAYMENT BASIS VARIATION FORMULA TAX LIABILITY
Lump sum r ] C 1 Net sales ^Products M i ] Recipient i ] [
Fixed 'ayairy l 1 £ ] Net are*' r ^ Sales (vaiue- C ] E I Supplier C 1 C
Variable royal ry [ 1 C 1 Local /aiue: arced _ Sales ( volume;■M M Silent C j i
Tecp.niclan's tees £ ] i ] Exports Production C H I
No заучен ts f ] £ ] Gross sales i - C 1 C ]

c ] t ] Fixed amouar :er jni r Exports C H i
Proiect St ecu : а еп г___ Time M C I MINIMUM RCYA

Location i J i ] Yes C J l ! No i ]
M M Reduction . ]

RESTRICTIVE CLAUSES DURATION

Post-expiry restrictions r l C 1 Sxoort restrictions £ ] c ] •* ar'ij ■ ■* on
‘wonfiuer.tiaucy ■̂3str ; c t ; on$ on /?' ume•

 ̂?S “M CT ' 3HS
c

зсзое м згззисм in c ] £ ] Effective fata _____
jraue payments j l J Price-fixing restrictions L j_'l ]

l ] £ 1 3 e « t r ' m s  an : is t r ■aur: an RENEWAL

[ !
ЗЗЗГ'-З'$ C I [ 1

Automatic M Ml Other restrictions in ."3 l 1 f 1
irar‘ -:ac;< :. ausas ; C 1 Restriction on finance. M  act :a "3  C L  t  J
'io-мг rest з : auses 1. i [ 1 investment j  employment [ 1 £ ] ’ зсГ''• сз! ; зе "з:ис:: : r  l

■ "M: ins :r :o^oet-
L  1

Restriction .an applicable law [ ] [ 1i a:uct' an CO i
; лд :зсппо':gy - J / ̂  | ‘ j v - -

3a s r i f  ;ns ;n
эзу  ̂ап адзяа!'1 т f ■JL ]

л м л l 3i м 3 3 c 1 1
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Entry '3. 
Registration "3.

POST-EXPIRY PROVISIONS " 1
!

¡TECHNOLOGY MANAGEMENT

. Post -expiry secrecy j. Field of use restrictions I f ] ’
>  5 years f 1 [ 1 {. Restriction on tacnmca. c :

. 2 to 5 years [ I t 1 adaptation t I f ! i
N < 2 years [ I f 1 >. Restriction o n R I O

. Production/ sales forbidden [ I ( 11 activities r f I 1

. Other restrictions t 1 1 I . Other [ I f  ! j
N Cease use trademark f 1 [ I L Silent [ i f i !
N . Return documentation ( ] f I

1

. Silent t 1 f i !
PRnr'TTRltilW^NT OF rN=r7-rc

UNDUE PAYMENTS PROVISIONS j . Tie-in  relating to
. Raw materials f 1 [ 1 1

. Payments for expired i RRs ( I f i . Intermediate goods c K  I

. Post-expir y payments t 1 f i . Equipment goods [ n i l

. Other [ I f

. Silent [ J f 11 . Acquisition from
i . Licensor f I r I !

. F irm  designated by LOR [ I f I i
ACCESS TO IMPROVEMENTS

. Terms and conditions
. LEE's access not allowed t ] [ i . International prices [ i f i j
. Allowed under additional . Most-favoured buyer t I f !

payments f I f ! . LOR's current prices [ i f !
. Other restrictions f 1 [ 1 . Others r 1 f ! !

!n . Reciprocity t 1 [ 1 . Silent [ I I I !
. Silent [ I [ ' i . Margin of preference to LCR n i l !

f
I GRANT-BACK CLAUSES 1

1 . Silent r i f  i j
. Improvement to be patented 11

in the name of LGR ( H ! 1 1|
. Improvement patented name of ; PROVISIONS ON VOLUME/'SCOPE i

licensor in countries where LEE [OF PRODUCTION/ SA LES
decides not to patent 

. Improvement exclusively assigned
f 1 [ i !i

t . Production/ sale o f competing
to LCR r 1 ( 1 ! goods .cot allowed (in con- !

. Patentable improvement disclosed exclusive i ' :arcasj p
! i  ! !

i to LCR free of charge [ 1 [ 1 I . Restriction on diversification ;
i • Non-patentable '¡norovements I or location of production r I f ! !
j aisclosed to LCR or -harge ( ! f l j. Obligation to produce/sell
i . Other grant-back restrictions f 1 f i ! minimum or maximum

. Silent i [ ? ! volume r I f ! '
. Other ! f !
. Silent I f i |i

i

. No-contest clauses ( 1 f PRICING CLA USES
i

. Oefanca of patent obligation 

. Silent
f
(

1 f 
1 f ! . Prices fixed by LCR 

. Prices fixed upon agreement
[ 1 f I

!
; , between Lx.E and LCR I f  !

RESTRICTIONS ON THE ACQUISITION | . A ooste7 jijj,'k information to
OF COMPETING TECHNOLOGY [ 1 ; 1 ! LCR [ ! f !

i
! 1

. Silent '
"  ! i

L



Entry - : .  
Hegisil «110.1

EXPORT PROVISIONS j APPLICABLE LAW

. Exhorts not allowed r I i ! ! N. Philippines [ i :  :j

. Previous authorization of LOR I t  ! . Neutral court.-' ] f i!

. .Authorization for some countries l [ I | . Supplier's country ! [ i!

. Authorization except for countries . Silent f ! f II
with exclusive licensees or for )

1
the country of LCR f I I i VENUE 1

i . Authorization exceot for countries !-
with legal impediments r ] [  f t N. Philippines f ! f I

N. Authorization after consultation 1 [ ! ; N. Neutral country I f  !
N . Overall authorization r I f  I Supplier's country 1 l 1

. Limitation volume/ ¿hare production ! r ; . Silent ( I t I

. Territory assigned i i i  i ;

. Other f l i  1 j ARBITRATION

. Silent f I f  I !
| N. Arbitration law of the

f 1 f IPhilippines
DISTRIBUTION CHANNELS | . Arbitration law of

[ neutral country f I f  I
. Obligation to use LOR channels i . Arbitration law of

for sales r I f  I j supplier's country f H  !
. Obligation to use LOR channels j . UNCITRA L arbitration

for exsorts 1 f I j ~ules f 1 f I
. Obligation to se ilto  LCR a share of { N. Rules of conciliation

total production i ! f ! ! arbitration of ICC r I f  !
. Agreecnea'. of LOR concerning sales 1 . Other r I f  1

agents and retailers * 1 f I 1 . Silent f I f  I
. Other -i I f  I
. Silent [ I f  I !

OTHER OLA USES CONCERNING ?°st ; TERMINATION CLAUSES 1

i
j . Sole liability by Lax. for infringe- ! . Restriction on LEE
i ment f I f  I to use rights and
j . No representation that the licensed ' r :?oc js in the case
j patents aren't infringing third of early termination
j party rights r ! i I 1 due to LOR r ! f I
| . No modification of contract in case . LEE ’s inability to I
1 of refusal or invalidation of patents I f ' comply with minimum
i . Other ( ! ( ! sales/or eduction r I f  I i
j . Silent 1 t ! . Other r

u  1 !
. Silent 1 I f ! ,

! PROVISIONS CN ETNA MCE, INVEST.tEN T GUARANTEES '< ''■ASRAfiTf E5
AND EMPLOYMENT

. Suitability for use ' } ; 1

; . Restriction on LSE's financial policyf 1 r I . Quality levels ' ! ■' ’
; . Restriction on LEE '3  investment , Training r ; r 1
i policy ! f I . Liability r ! I I

. Restriction on LEE's employment . Performar.ee guarantee
p o l i c y I ! i (volume/yield of orocuc-

I I I !t . 5ut-nt 1 ! i I tion) (

Guarantees concerning 
engineertog/ oa.uiDment 
Other 
Silent

i r
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Annex IY
CUTLOE OF A STATISTICAL AITALTSIS STST3Î

A. Ob j ectives and general features

In general, the purpose of statistical analysis is to gather and organize 
information in order to provide better knowledge, thus allowing the definition 
and design of the best policy policies to correct the identified shortcomings. 
The ultimate purpose of statistical w k  is to supply the relevant knowledge 
needed for the most aunrouriate action.

The objectives of the TTB statistical system must therefore be closely 
related (and subordinated) to the TTB's overall objectives. Statistical data 
will be a relevant input to allow a better accomplishment- of the TTB's functions.

The main objectives of the statistical analysis system are as fellows:

(a) Assessment of the trends and characteristics of contractual 
technology inflow in the Philippines ;

(b) Assessment of the efficiency and the results (either qualitative or 
quantitative) of TT3 intervention;

( c } Assessment of the impact of imported technology in the national 
economic and scientific or technological system.

In addition to the above objectives, there sre three secondary objectives, 
two of them concerning national horizontal relationships and the third relating 
to international linkages:

(a) Improvement of the relationship between the TTB and the national 
business community;

(b) Improvement of the relationship between the TTB and the national 
scientific and technological system;

(c) Regular supply of data to international organizations, namely the 
continuous oarticioation in the UBILO Technological Information Exchange System 
(TIES).

The importance of the linkages between TTB and the utilizers and developers 
of technology must be emphasized. A continuous flow of information (of which 
statistical information is only one mart) must be established, thus alloving 
a better reciprocal knowledge and a more successful import, absorption, adapta
tion and development of suited technologies. In particular, TT3 could provide 
a useful service to the business community, supplying it with information on 
imported technologies and on potential suppliers.
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At the international level, the adherence of the Philippines to 7125 I-A 
must he taken into due account in the design of the statistical system. However, 
given the limited 7125 I-A requirements, this vill not entail any significant 
extra work. They are in line with the statistical information system to he 
implemented and can be envisaged as a by-product of statistics for internal use.

Three areas of 5~a~istioal ouiouts can be idsroified vhici arise iron che 
main objectives:

(a) Main features of the agreements;
(b) Outcome of 773 intervention in 7/7 contracts;
(c) Impact of technology inflow (sectoral and historical assessment).

Those areas of work are closely linked, particularly the first two which 
entail, in some instances, some duplication. As TT3 generally introduces seme 
changes in the main features of contracts (royalty rates, royalty basis, 
restrictive clauses) statistical analysis cannot disregard 773 verk. .-in initial 
and final approach vas suggested; chan is, comparing ohe characteristics of 
the contract as presented to TT3 and as registered by this body.

Statistical analysis of the main features of the contracts and of the 
outcome of TTB intervention will continue to be presented in periodical survey 
reports to the 3oard, the Ministry of Industry and Malacaflang. The periodicity 
and wider distribution of those reports will be discussed later.

As envisaged, statistical analysis reports will he different from the 
quarterly or bi-annual reports. They will, nevertheless, include all the 
relevant financial information. The expert plans to sake them more encompassing, 
allowing for fall knowledge of the main features of registered contracts and of 
773 intervention.

The studies on the impact of contractual technology inflow must he quite 
different from statistical 3urvey3 . These are indepth studies which try to 
identify the consequences of technology import in selected sectors. They must 
be linked with monitoring actions.

Issues to be analysed include the effect of imported technology on 
development of recipient enterprises and local technological adaptation, develop
ment and diffusion of imported technologies.



2occemi^g “he icrcrcvsnent of overall technological pc_icies, -r.e isnni' 
technological priorities and one improvement of 1TB evaluation and iecis a

The accomplishment of secondary objectives involves the collection of tvo 
types of information: surveys of imported technology on a product basis and TIES
reports.

The of the surveys is to provide regular information on the characteristics 
and destinations of imported technology. It is suitable for enterprises and 
research centres for upgrading their kmviedge of existing technologies and on 
the vays, terms and conditions in vhich they can have access to it. These 
surveys could be a supplement to statistical analysis reports; their contents 
deserve, hovever, careful examination due to confidentiality requirements.

Besides t tbs reports, other kinds of co-operation on statistical matters 
is envisaged vith United Rations bodies, such as UHCTAD and URCTC.

The expert stresses that the suggested statistical system is consistent 
vith existing international information exchange requirements and can easily 
provide additional statistical information.

Ihe table contains a summary of the objectives and their translation into 
action. B. Statistical analysis reports

Tvo types of statistical analysis reports are envisaged: surveys of
registered contracts and surveys of technology transfer payments.

The first deals vith current vork of the TT3 and tries to give a comprehensive 
approach to the characteristics of registered agreements and of the outcome of 
TT3 action.

The second shove the foreign exchange outflovs due to technology
transfer contracts, either registered by the 3oard or prior to it3 implementation.

Surveys of registered contracts

Before analysing in detail the contents of those surveys, the question 
should be asked vhy reliance is placed on registered contracts, and not on 
those approved and registered.
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Registration is essential for a contract to Ъе used to authorize payments. 
It is the final act of the Tr3 and it is necessary to permit the contract come 
into force. Approval of a contract does not mean that the approved version 
will be the final one; parties can make a request for reconsideration, 
according to TRnle VII of Section 5 of P.D.1520. It is not uncommon for the 
Board to accept зеве claims in this respect.

To take the registered agrements as the basis of statistical analysis is 
more logical and correct. At the same time, statistical records vould be ю г е  
reliable - which vould not be the case if approved contracts were used.
Requests for reconsideration will, in some instances, be accepted by the Board 
with the result that modifications on previous statistical tables and outputs 
will be needed.

Surveys of registered contracts should cover three sets of data:

(a) The main features of the contracts;
(b) A financial estimate on the effects of TIB intervention;
(e) Detailed data on agreements on a product basis.

The main features of contracts rely on vfaat is called non-finaneial data, 
that is, data designed to reflect the text of the agreement aad to characterise 
the enterprises involved. The statistical analysis already* provides some 
information on the outcome of TTB regulation (for instance, deletion of 
restrictive clauses and reduction of royalty rates).

Financial estriates are based chiefly on data provided on the application 
form and on calculations made by the technical staff. Their aim is to provide 
a quantified approach to the sain financial benefits accruing to the national 
economy due to TTB intervention.

The third set of data (which is not the result of statistical operations) 
is mostly directed towards the business and scientific communities. This 
information is an appendix to statistical analysis. Its inclusion in the report 
is not essential, but is deemed useful in order to comply with two of the 
secondary objectives.

Main features of contracts

The most relevant items to be analysed are as follows:

(a) Technology supplier country;



collected and stored in contract cards (either annual or computerized).

nevertheless, for statistical purposes, a set of relationships can he 
defined which does not leave too much room for controversy. This has been 
checked against existing statistical data on T/T in the Philippines.—

sj Checks were made with Lilia H. Bautista, "La réglementation du transfert 
de technologie aux Philippines" (U1TCTAD/TT/32) ; Zdgardo L. Tordesillas, 
"Philipoines: Country taper on information needs of host countries in respect
to TîfC’s 1980”; and Tlis reports.

J



(i) Selected sectors/technological itms/royalty rates;
(ii) Selected sectors/technological items/restrictive clauses;

(iii) Selected sectors/type of agreement/royalty rates;
(iv) Selected sectors/technological items/equity relationships betveen 

recipient and supplier companies;
(v) Selected sectors/countries/foreign holdings in the recipient company.

Hovever, given the meagre number of contract registered yearly, it is 
thought that those three-item analyses vill not be needed in current statistics, 
at least as a standard. They can, hovever, be useful, in providing a better 
understanding of contract terms in a selected sector vith a great number of 
contracts. The recourse to this kind of detailed analysis viii depend on the 
findings observed when the surveys are carried out.

In addition, the usefulness of those relationships increases as the number 
of .urveyed agreements grov. ?or instance, they w u l d  be helpful in a statistical 
study on all TTB registered agreements.

Tables involving items (3) through (1^; vill have an initial and a final 
The first is aimed at reflecting the characteristics of the contracts 

j they 'ere presented to TT3 for evaluation; the latte* reflects the terms 
and -'.tions of registered agreements. A clear appraisal of the modifications 
introduced by the TT3 in the text of the agreements is therefore alloved. A 
"qualitative^ approach to the outcome of TT3 vorh in improving terms and 
conditions of agreements i3 thus presented.

b/ As opposed to the "quantitative” approach, provided in financial 
estimations on the effects of TT3 intervention.

À
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The addition of "qualitative" and ”quantitative” records provides an overall 
insight into the effectiveness of TT3 regulation.

An hierarchization of the importance attached to each recorded relationship 
is given. This hierarehization can be useful not only for the purpose of an 
incidental selection of statistical tables, but also in connection with the
definition of the periodicity and contents of statistical reports. As

c ̂quarterly reports to the Board are recommended, —' they should not be too large; 
a detailed approach is permitted only far annual reports.

Some tables involving the SITC product classification are proposed in the 
matrix. Sovever, these can be considered as an unnecessary duplication of 
information, because first, the ISIC already provides a reliable specification 
of activities, and secondly, detailed contract-by-contract data organized on a 
product basis will be provided in the proposed third part of the report.

Furthermore, a- • -be sh«rt number of registered agreements and the statis
tical usefulness of the detail of ISIC, the significance of the tables will 
suffer.

On the other hand, presentation of data on a product basis vould be 
helpful for evaluation purposes and for specific policy decisions.

The recorded relationships vili originate :3 stat 
65 statistical tables.

al caches.

Single
tables

louble
tables Total

Accumulated
total

Priority 1 5 lU 19 19
Priority 2 k 6 10 29
Priority 3 9 12 21 50
Priority k JL lU 15. 65

Total 19 UÓ 65

However, if product-based tables are considered, the number of tables
vili be reduced to 51».

c/ An exchange of views on the usefulness of short monthly reports (if 
a computerized system is chosen) vculi :e helpful.



Single
tables

Double
tables Total

Accumulated
total

Priority 1 5 Ik 19 19
Priority 2 k 6 10 29
Priority 3 k 8 12 * 1

Priority U 12 13 5k

Total Ik uo 5*

The above figures deserve some comments. First, the number of relati

to be taken into account vill differ according to the system adopted. In a 
computerized system the cost of additional tables is irrelevant, so all the 
tables could be elaborated. It is suggested that, in a manual system only 
oriority levels I and 2 are retained, at least for current statistical reports.

Secondly, published, reports contain only some of the proposed tables.
Priority levels 1 and 2 are again suggested.—^ The other tables, whenever 
elaborated, would be considered as internal working data.

Thirdly, as already stressed, regularity of reports must be considered.
Annual activity reports can be comprehensive and should aim at providing a 
full picture of the trends and characteristics of technology transfer. Quarterly 
current surveys should give a brief appraisal of the inflow of technology, 
being statistical analysis mainly limited to industry-based insights.

v » H  as the suggested tables, reports mast also provide other
' -ft. ;iou, either of a qualitative or a quantitative nature, in order to 
„uv .or a better understanding of contractual technology transfer inflow.

An appraisal of the degree of firm-concentration of T/T agreements (and 
also oi the characteristics of firms) is deemed useful. As the annual number 
of registered agreements is relatively low, the occurrence of numerous contracts 
for Just one firm must be checked in order- not to bias statistical outputs and 
conclusions.

An analysis of the main features of agreements could be usefully supplemented 
with some data of a financial nature, aimed at giving a picture of the overall

dj If more comprehensive reports were deemed useful, seme level 3 tables 
could be included, the choice depending on the purposes of the report.
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importance of registered agreements. A aore detailed analysis of financial 
information vo’old be provided is vhat can be designated as part II of the 
report ,—  ̂but a general view of the financial mounts involved (expected 
sales and expected royalty payments) could be included along with the surrey 
of the most relevant characteristics of contracts.

Financial estimates of effects of TIB intervention

Modifications introduced by national authorities into the texts' of T/T 
contracts (royalty rates, royalty basis and tax-liability) also hare a 
financial translation. Foreign exchange outflows can be substantially reduced 
and tax earnings increased. At the same time, critical goals of national 
economic policy can be fostered (e.g., export preminm rates).

Some concern has been expressed about the undertaking (especially by MVCs) 
of practices that circumvent regulatory activity. Evidence on transfer pricing 
is undeniable.—^

nevertheless, even if reaction practices are taken by seme companies, the
overall balance of national regulation on T/T agreements is highly positive and

»/statistics must record it as clearly as possible.a

Data on the financial effects of TT3 intervention can be collected from 
application forms and from evaluation memoranda, they should be recorded on the 
contract card. Financial data to be taken into account include:

(a) Net sales;
(b) Foreign exchange outflows (with requested royalty rate and vith 

approved royalty rate);
(c) Foreign exchange savings;
(d) Foreign exchange earnings (exports);
(e) Net foreign exchange earnings;
(f) Tax payments.

e/ See following section.
f/ See S. Bautista and V. Clemente, "Technology policies in the 

pharmaceutical sector in the Philippines" (UNCTAD/TT/36).
5/ The expert shares the view expressed in 3autistaf op. cit.



Quarterly statistics on the effects of TT3 regulation until nov hare been 
snsslied tc the Board. Their contests Include:

(a) Estimated foreign exchange savings (fire years);
(b) Estimated foreign exchange savings per each contract;
(c) Estimated foreign exchange savings per each contract vit'n 

reduced payments;
(d) Estimated foreign exchange earnings from exports (five years);
(e) Estimated annual foreign exchange earnings tram exports;
(f) Average animal foreign exchange earnings per îact exporting firs;
(g) Estimated tax revenues accruing to the Government .five years ;
(h) Annual estimated tax revenue accruing to the Government.—^

The above data provide a suitable picture of the absolute amounts of savings 
and earnings generated by TTS intervention.

Same agreements have no financial projections (namely, savings projections,, 
lue to statistical allocation difficulties. Those agreements rust not be included 
in the average computation. There are instances where- royalty rates have been 
reduced and financial projections (including savings projections) do not exist.
The estimated savings for each contract -would be understated if all registered 
contracts were considered.

Similarly, contracts which do not involve payments (some pure trademark 
agreements), have no savings. In this instance, savings are impossible.
Inclusion of those agreements for averaging purposes also causes an understate- 
aent of estimated savings for each contract.

□.ear statements of the number of agreements vith reduced royalties are 
needed, vith financial estimates and an indication of those vhich have no 
payments.

As far as savings in foreign exchange outflows are concerned, account aust 
also be taken of modifications in tax liabilities. If tax liability were 
assigned to the supplier instead of to the recipient, a corresponding reduction 
in foreign exchange outflow vill be obtained.

h/ âraloyment level has been omitted because it is not a financial itea.



The settlement of some ratios between the relevant financial variables would 
be helpful for the appraisal of the effects of TTB regulation. It would complement 
the absolute values that have currently been used.

On the basis of the selected financial data and taking into account the 
above consents, the contents of the report on financial estimates on the effects 
of TTB intervention can be stated as follows:

Absolute amounts

Foreign exchange outflows (approved) 
Foreign exchange savings 
Foreign exchange earnings (export) 
let foreign exchange earnings 
Thx revenues

(5 7ears/l year) 
(5 years/l year) 
(5 yearsA year) 
(5 years)
(5 years/l year)

A d e a r  statement of the number of agreements considered in each item must 
ce provided.

Contract average data
• /

Foreign exchange outflow* ’(approved)—  
7oreign exchange savings^

1 /Foreign exchange earnings (exports)—

(1 year) 
(1 year) 
(1 year)

*• v-TW flVj

Foreign exchange earnings

if Only contracts with financial estiaates and foreign exchange outflows.
J/ Two contract bases can be considered: (i) contracts vita savings

estiaates and foreign exchange outflows (payments) ; (ii) contracts with 
foreign exchange outflows. Due account of agreements with reduced royalty rate 
but no financial estiaates aust be taken.

jt/ Two contract bases can be considered: (i) all agreements with financial
estiaates; (ii) only contracts with foreseen exports. In either case twin 
contracts (e.g. licence plus trademark contracts) aust be counted as one, in 
order to prevent duplication.

4



Savings/requested ounflcvs
Savings/requested, outflows (only contracts with reduced payments)
Savings/exports
Exports/approved outflows (total number of comparable agreements)
Exports/approved outflows (only contracts with expected exports)

Other ratios could be established in order to given a more indepth appraisal 
of TTB work such as:

Exports/requested outflows (total number of comparable agreements)
Exports/requested outflows (amended contracts)
Exports /approved outflows (amended contracts)
Exports /approved outflows (non amended contracts)

A sectoral analysis of these financial data has been- envisaged, and it was 
noted that the level of sectoral breakdown and the variables chosen were 
conditioned 07 the number of agreaents registered each year. As this will 
probably remain lov, a too-detailed and deep analysis offers a risk of not 
producing significant results.

Sectoral creakdo-n and financial performance indexes must be 2besen 
accordingly. By and large, a two-digit ISIC breakdown of absolute financial 
amounts^ can easily be done each semester. Tie utilisation of averages and 
ratios must be done carefully; it requires a minimum number of contracts or 
financial amounts.

The chief aim of providing this information is to help the Board to take 
sore accurate decisions in line with the overall technological and economic 
policies of the Government.

The selection of items and their relationships must therefore be subordinated 
to policy goals - daia most reflect the level of fulfilment of those goals by 
the TTB in its daily -jot's, and must also constitute an input for future decision
making.

1 / Foreign exchange outflows, 
most relevant.

foreign exchange savings and exports are the



Further elaboration and debate on statistical recording of financial 
issues is needed. The aberre set of proposals must be thoroughly analysed and 
discussed in order to meet the user's needs.

Detailed data on agreements

The data on agr é m enta is aimed at supplying not only the Board bat also 
Philippine business and scientific technological cr— unities vith inovledge 
about imported technologies, their suppliers and the general teras and conditions 
of contracts.

TIB work must not only be confined to the control and screening of contracts, 
it aust also use the arailable information and experience in a "prophylactic" 
manner, supplying the business community vith the relevant information needed 
to obtain better contractual t e n s  and conditions. The price of technology 
broadly depends on the relative bargaining- pover of recipient and supplier; 
the collection of "enveloping informât ion" (on available alternative technologies, 
potential suppliers, current contractual terms and conditions, licensing agreements 
already set up by supplier) vill increase the bargaining pover of the recipient 
company  and alloy it to obtain a better price. A good relationship betveen the 
TTB and the local business community, through the interchange of information, 
vill be decisive in improving the standards of technology inflov.

Technical staff presently provides the Board vith a quarterly report 
containing- relevant information on each agreement, organized in accordance vith 
a mixed product and industry classification.

The information includes the product, the type of agreement (nev or renewal), 
the names of the recipient and the supplier, and the royalty rate.

Almost all the relevant information is available. A reliable basis for 
a systematic delivery of detailed data on agreements is already to hand. All 
that is required are some relatively minor modif*cations vnich consist of the 
folloving:

Scope of distribution

Distribution of data must not 
A vider divulgence to the business

be confined to 
and scientific

the Board, as at present, 
and technological communities

is needed



Quest ions of secrecy vill arise concerning data, on payments. Hole XI of 
Section 5 of P.D. 1520 allows the assignment of a confidential nature of certain 
data: "Upon written request therefor, information and documents received hy the
Board for registration of agreements shall he treated as confidential and shall 
not be divulged to any private party without the consent of . the parties concerned.n 
In some countries, confidentiality is a sensitive issue and divalgence of terms 
of contracts is not allowed. A more in-depth exchange of views on this issue 
is needed.

Most data on agreements (excluding payments) can be freely divulged and will 
be helpful for companies wanting to import technology. As the requirements of 
the scientific and the business canmnities are different, the data csald he 
obtained as required (for instance, royalty rates are of lesser importance to 
researchers); this will mean additional wort which has to be evaluated in the 
light of the benefits derived from more customer-tailored information.

Ordering of contracts

Contracts most be ranked according'to the SITC product classification.

Inforaatlon an cor-~ract:s

Slight changes only are proposed concerning contract data. These apply 
to product identification, technological items and supplier country.

Product identification must be detailed and d e a r  in order to be useful.
Where feasible, information on the technological processes involved would also 
be welcomed.

Technological items in the contract must be divulged in order to provide 
a better insight into what is actually transferred. As a summary, information 
includes:

Clear and detailed product identification and, if feasible, iachnol ogical 
processes or aethods of manufacturing
Technology items involved
Types of agreement (new or renewal)
Recipient
Supplier
Supplier country 
Royalty rate

J



Finally, discussion centres on contracts in vhieh data are to be divulged. 
Intonation until aov has been provided on approved or registered agreements.

Detailed disclosure of intonation is neither an appraisal of the characteris
tics of contracts which comply vith all administrative and legal requirements 
and which are in force, nor a statement of the financial repercussions of 
technology transfer. It provides:

(a) A picture to the Board of the relevant features of the agreements 
acted upon;

(b) An insight to the business and scientific comannities of the 
characteristics of contracts and also of Board guidelines on terms and conditions.

If they were confined to registered agreements, the aims of detailed 
disclosures of information would not be completely fulfilled. The range of 
information to be provided must be as broad as possible to allow companies 
and research institutions to acquire and develop the most appropriate technologies 
under better terms and conditions.

Surveys of technology transfer payments

In spite of the existence of progress reports sent by recipient
firms, a flow of information on foreign exchange outflows due to technology 
transfer agreements most be established between the Central Bank and the TT3.

Annual progress reports do not guarantee a fully reliable basis for 
statistical analysis of payments because:

(a) Many agreements that result in payments were achieved before the 
TTS came into existence, and these are not screened along with annual progress 
reports;

(b) Annual progress reports are generally filed some months aiter the 
end of each year; thus, a time-lag is inherently implied. A good flow of 
information from the Central 3ank will avoid this time-lag and will allow sore 
up-to-data statistical reports;

(c) Experience shows that some companies do not comply with the retirements 
of annual progress reports; the rate of compliance was about cC per cert acd 
1? ter :ent in 1?79 and 19fr0, respectively. A large proportion of contracts 
has, therefore, no reports on payments;

;i) Problems of computation can arise. ? o v  

by local firms are not equal to foreign exchange ou' 
incidence of withholding tax. Foreign exchange out 
for statistical purposes;

gn exchange disbursements
'lows because of the
ovs are really what matter

i.



(«) Finally» eren filed, under oath, annual orogress reoortg do aot 
necessarily pro-ride an accurate and unbiassed account of real foreign
exchange remittances.

Based upon the good relationships vhich exist between the Central Bank and 
the TIB, the expert feels that the establishment of the suggested flow- of data 
vill not mean too many problems. As the Central Bank already has a representative 
on the Board and as close ties hare been long established between the two 
bodies, co-operation can be envisaged as being highly probable and highly 
suitable.

The means of technology transfer payments as recorded by Central Bank are 
ignored. Severer, the information required by the TTB is straightforward and 
easy to provide.

Data should be supplied regularly (monthly or quarterly) and should include 
contract identification, recipient and supplier (if a clear contract identifica
tion is not feasible), amount of foreign exchange outflows, country of 
destination of payments, reference period.

Data received from the Central Bank oust be stored on contract payments 
cards along vith other relevant data on contracts, collected: from contract 
cards. —^

Items to be taken into account in payments statistics and analysis must 
include :

(a) Contract identification (a distinction is useful between payments 
derived from old contracts - that is, contracts registered under BOI/Central 
-Jarifc regulations - and TTB registered contracts';

(b) Recipient company;
(c) Supplier company;
(d) Country of destination of payments;
(e) ISIC classification of agreements;
(f) SITC classification (however, utilization of SITC could mean 

problems of allocation of payments in contracts which involve more than one 
product classification. In the absence of a breakdown of estimated sales per 
product, allocation of payments can be biased by subjective assessments ;

(g) Foreign holdings in recipient company;
(h) Relationships between recipient and supplier companies;
(i) Recipient type (state-owned enterprise, private, mixed) (the 

selection of this information depends, however, on its relevance in terms of
policy obj ectives);

a/ If a computerized system is to be chosen the linkage between payments 
lata and contract card data can be get through an appropriate program and all 
the processing of data vili be thereby easier.



(J ) Amount of foreign exchange outflows;
(k) Reference period for payments;
(l) Possible technological items transferred, or relevant combination 

of them (this infor.n&tion requires further discussion and depends on policy 
objectives concerning the hinds of technological items acquired under ?/? 
contracts).

Besides the data identified above, other information on recipient enter» 
prises vould be useful in order to appraise the relevance o? technology payments 
(and thereby technology imports) for the firm. However, as the forms used do 
not provide those data, a high priority to the following items snould not be 
allocated:

Company size (number of employees)
Company sales 
Company profits 
Company exports

The statistical reports, which are the surveys on technology transfer 
payments, should be elaborated each year; a six monthly report on payments 
vould also be useful.

Relationships to be considered in these surveys include:

(a) ISIC versus countries of destination of payments;
Co) ISIC versus levels of foreign holdings in recipient companies 

(this supplies information about absolute and relative amounts of payments 
derived from local and foreign-ovned enterprises, disaggregated by industrial 
sector; empirical evidence suggests that most payments are generated by 
foreign-ovned companies. For example, in Portugal, companies vith 25 per cent 
or more of foreign holdings in 1980 vers responsible for 57 per cent of outflows 
due to technology transfer contracts);

(c) ISIC versus relationships between recipient and supplier companies 
(authorities must be avare of the importance of payment flovs which remain 
inside the boundaries of same transnational groups; the definition and 
implementation of T/T policies mast take into -aeeoust those internal flovs 
which, more than remunerating technological assets, constitute a means of 
international transfer of funds. Portuguese figures for 19Ô0 show chat
52$ of technology transfer payments were dne to agreements where some kind 
of relationship existed between recipient and supplier);

(d) Countries of destination of payments versus relationships between 
recipient and supplier.

The value of payments must be expressed in "nited Stat 
since this is the currency used vorldvide for international accou: 
most technology transfer payments by Philippine firms- “or the t' 
national comparison (for item3 expressed in the national currency 
conversion into pesos must be lone (rates could be either quarter 
or annual average, assuming that fluctuations are not too great .

y averages



Hie above tables are the-most 70 10*811?. nevertheless, they are set the 
only ones envisaged. ^Other helpful relationships can be considered such as:

(a) Those using SITC product classifications instead of ISIC industry 
classifications (the expert prefers ISIC utilisation'far tve reasons:
(i! ISIC implies less allocation pro oleas, . ii; it is tore adequate for 
statistical purposes. It has to he recognised-, however, that if a comparison 
betveen T/T pavaents and exports vere to ce nade, SITC is tore suitable, ;

(b) ISIC versus technological items;
(c) Foreign holdings in recipient company versus technological items 

(these relationships imply the existence of a contracts classification 
according to technological items; one could be a distinction betveen licence, 
franchise and management agreements; another, betveen agreements involving the 
supply of productive manufacturing Inov-hov, and those mostly concerned 
vith commercialization, i.e. pure trademark agreements. Utilization of this 
type of classification must be in accordance vith policy purposes; therefore, 
the contents of classification must be defined accordingly);

(d) ISIC versus "age" of contracts "his -.cbie is aimed at giving 
insight into the importance of old (i.e., contracts registered before the TTB) 
came into existence'1 and new contractsi.e•, contracts registered before the TT3 
in accordance vith industrial sectors. This table most be interpreted carefully, 
since TTB registration does not imply that the contract is heally a nev one -
it could just be the renewal of an existing agreement. Accordingly, a break
down of TT3 registered agreements into nev and renewal would be useful;

(e) Concentration of payments according to ISIC;
(f) ISIC versus employment.

Data on payments could be compared vith overall data provided by national 
statistics, i.e. those appearing in the annual survey of establishments - 
manufacturing, and external trade statistics.

Payments due to T/T contracts could be compared vith sales, gross output 
and value added on a three-digit ISIC basis.

Similarly, payments could be related to exports, at least for the more 
important products.

nevertheless, however useful those comparisons are, they cannot be utilised 
in surveys on T/T payments because national statistics are normally
published vith a tvo-year time-lag, vhile annual surveys must provide up-co-iate 
information, vith a time-lag of less than three months.

In-depth studies, where time constraints are not so crucial, the above 
relationships vith national statistics can be retained.
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A farther use for data on T/T payments is for the support of monitoring 
activities, i.e. the selection of firms and agreements.

Sot all contracts are of the sane importance and successful monitoring 
snxst beer this in wind because monitoring all agreements thoroughly is to
seme extent vasteful. Only contracts iaerted relevant (because of either the 
level of payments, the importance of the technology or their economic 
impact) should be extensively monitored. Minor contracts should be 
monitored only on the basis of random sampling. Furthermore, contracts should 
also be scrutinized from a firm's vievpcint: in some oases a multiplicity of
contracts is used to elude an analysis by the authorities.

The computation of annual T/T payments by each firm vill permit the 25 
or so more important firms to he identified. Those companies vill be responsible 
for a large share of the total payments and vill provide the basis for beginning 
monitoring activities.

In-depth sectoral studies

Surveys of registered contracts vere chiefly designed to provide information 
on terms and conditions of T/T contracts and on the outcome of TT3 evaluation 
work. It is recognized, however, that the text of the contracts (amended, in 
accordance vith national authorities requirements) is insufficient to convey 
the way the agreement vill be implemented and developed. The text of agreement 
is only the starting point; it is not the complete picture.

Alongside payments and restrictive practices, concern should be expressed 
about the real impact of imported technologies in recipient enterprises, in 
industrial sectors and in overall scientific an'' technological capacities.

These concerns led to the establishment of annual progress reports and 
monitoring reports. These are the instruments to determine the "effectiveness 
of technology transfer”.

In-depth sectoral studies are therefore cicseiy linked vith monitoring 
reports, in the sense that both try to be sore in-depth than the tert of the 
contracts and try to analyse its management and implementation. Nevertheless, 
their scope and ados are diverse: monitoring reports are concerned vith the
contracts themselves; in-depth 3ecooral studies are broader, and designed to 
encompass an overall sectoral viev of the impact of the inflov of technology.
On one hand, monitoring actions vill provide 3oae of the needed inputs for the 
elaboration of in-depth sectoral studies; on the other, the studies give & 
useful background for the evaluación and monitoring of individual agreements.



Tiers srs three mair. objectives of in-depth sectoral studies:

(a) TO proride a general picture of the import of technology in the 
industry sector concerned;

(b) To further assess the impact of TTB regulation on the t e n s  and 
conditions of agreements and on the promotion of local technological capacity;

(e) To assess the technological impact of the inflov of technology in 
the development of the selected sector, a/

The last objective is envisaged as the most- relevant. It transcends the 
limited insight of control of technology inflov to emphasize the interaction 
between technology import- and national technological development.

The conclusions of these studies would be of the greatest importance 
for the design of sectoral technological policies; sore specifically, for the 
issuance of sectoral orientations for TTB regulatory work.

The elaboration of the studies must be carried out by the TTB technical 
staff, preferably by teams of economists and engineers. Support from other 
government agencies could be ^el-cmed, for example, NZDA for more in-depth 
statistical data; HSDB and TBC concerning research priorities and programes
and available technologies; SCI, mm matters related to foreign investment and 
incentives awarded; and PPO for data concerning- patents requested and granted 
to national and foreign fins or individuals.

It most be stressed that the studies must- be feasible and practical; the 
temptation to be all-encompassing and perfect must be avoided. Studies are not 
an end in themselves; they are only an instrument. The work of the TTB 
technical staff must be a means of providing better insight and a background 
for evaluation and monitoring work.

Two methodological issues are discussed here before dealing with the 
contents of the studies.

First, the scope of technological imports. Three channels of technology 
import are generally identified: acquisition of equipment and machinery,
foreign investment and contractual transfer of technology, specially, licensing. 
Unlike similar agencies in other countries, the TTB deals only with one of 
those channels - licensing agreements - which makes global appraisal more 
difficult. In an open economy such as Philippines, foreign investment achieves 
real significance (foreign capital inflov, according to the Ministry of

n/ Seme of the ideas expressed in this paper draw on "Proposed guidelines 
for analysis of specific industrial sectors", prepared by the UBIDO Secretariat 
with the assistance of 7. Siaoes (TD/WG.325/10).



Industry,®^ amounted, to 1236.75 million in 1?60); furthermore, the import of 
equipment and Machinery is the usual way of acquiring technology for saa.ll and 
medium-sized enterprises.

Although these facts are recognized, it is essential, nevertheless, to 
rely on T/T contracts. This is the work that natters most for TTB purposes, 
and time and effort should not- he wasted in trying to encompass everything.
As veil as institutional difficulties, appraisal of the content of technological 
inflows through direct foreign investment and equipment raises complex 
methodological problems.

An inquiry into the technical development of selected firms with T/T 
contracts has been proposed, and, the other channels of technology inflow will 
then somehow be assessed in an indirect way. Furthermore, foreign equity in 
recipient enterprises will receive special attention.

Secondly, in assuming that T/T contracts will form the basis o. the work, 
the question arises as to which kind of data should be taken into account for 
the elaboration of sectoral studies?

Four main sources of data can be identified:

(a) Data existing in the TTB information system. They include:

(i) Data on t ■ n s  and conditions of T/T agreements;
(ii) Data collected from application forms;

(iii) Data collected from annual progress reports;
(iv) Data on ;echnology transfer payments (assuming that the 

Central Bank will provide the above data on payments);
(r) Other relevant data stemming from evaluation procedures;

(b) Data collected from general statistical series currently 
published by 7TEDA. Particularly useful for our purposes will be:

(i) Annual survey of establishments (mining and quarrying, and 
manufacturing;

(ii) Foreign trade statistics;

(c) Data provided by other government agencies;
(d) Additional data obtained from the enterprises or from plant visits

by '.he TTB staff , % s  part of meriitoring vork

o/ Ministry of Industry, "Philippine industry in the 1980s".



Studies vill focus on enterprises vhich bare obtained T/T contracts - either 
under TTB regulation or before»

As one of the major objectives of the studies is to assess the impact of 
technology inflov (via licensing agreements.)* some time must have elapsed 
between the beginning of the contract and the date of analysis. This implies 
that recent agreements most not be considered. However, a separate analysis of 
agreements approved under the TTB and previous contracts must be carried out 
in order to allow a better assessment of the outcome of TT3 regulation. In 
this connection, due account has to be given to the renewal of previous contracts.

Contents of in-denth sectoral studies

The contents of sectoral studies must be in accordance with the above 
objectives. In addition it most not be forgotten that they are designed to 
promote the effectiveness of regulatory action and to allow the definition of 
more adequate policy measures.

Sectoral studies should generally contain the following four chapters:

(a) General features of the sector;
(b) Contractual technology transfer: main characteristics and effects

of TTB regulation (in some instances the assessment of the effects of TTB 
intervention must be closely related vith the assessment of the impact of 
imported technology. This is particularly so in eases where modifications 
imposed by the TT3 vere conducive to a free or vider disposal of technology 
and to a better absorption of it. The suggested chapters are not independent 
of each other; they are closely linked and often inter-related ) ;

(c) Assessment of the impact of technology import;
(d) Conclusions and policy recommendations.

General features of the sector

It is necessary to note that- sector does not necessarily refer to a -, ; ; 
6-digit ISIC industry. Sector ¿3 an homogeneous production or group of 
productions vhere contractual technology transfer assumes importance enoug' to 
be the subject of study. In most cases, however, sectors could be easily 
identified vith ISIC subdivisions.

Information to be gathered and analysed must refer to:



(a) Tile importance of the sector ia an industrial structure within an 
historical perspective (the past 6 to 10 years). Items to be taken into 
account include:

Gross output 
Value added 

■ employment
Value of shipments
Tbtal book value of fixed, assets
2rports

(Philippine manufacturing statistics provide all these data, except exports, 
by four-digit industry groups for establishments employing 20 or more workers 
and by tbree-digit3 for establishments employing five or more workers. Sxport 
data most he collected from foreign trade statistics);

(b) Structure of production.

Bxe identification of the sain manufactured products, their level 
of importance and technological content. Manufacturing stages deserve careful 
attention, as far as ISTC classification does not reflect them adequately (in 
electric and electronic industries, for instance, it fails to distinguish 
between the manufacturing of basic, devices and their later assembly; in 
pharmaceuticals only a four-digit classification provides the distinction 
between the mere dosage formulation and the manufacturing of basic drugs);

(c) Structure of productive units.
The issues to be dealt vith are as follows:

Relationships between firms: vertical integration; 
subcontracting
Pole of small and medium-sized enterprises: importance of
SMI3 in the sector, in terms of output and employment 
(eventually, also value added) n/
Level of market concentration: it can be measured by the
share of the sales of the four main firms for the most 
important products (data of this kind may not be available; 
nevertheless, a rough evaluation of market concentration would 
be acceptable);

(d) Ownership patterns.
Statistics on manufacturing provide information on the form of 

ownership of establishments in fire classification groups; individual 
proprietorship, partnership, corporation, association and Government;

(e) Importance of foreign enterprises.
Some data on the level of foreign ownership in the concerned 

sector must be provided; items such as 3ales, employment, gross output or book 
value of fixed assets could be utilized.

2/ Manufacturing statistics on employment levels for each establishment 
already provide a useful proxy for the relative importance of firms.



The importance of foreign fins according to their relative export 
w€?*vrss&s« ryt&issd,

However, data on performance of foreign companies established in the 
Philippines are not available; as is the ease with data on the stock of 
foreign investment. Only data on the flow of approved foreign investment is 
available and currently supplied by 301;

(f) Foreign trade.
Increasing export performance is one of the aain concerns of 

Philippine economic policy. It is refleeted in the TTB method of evalnating 
agreements and establishing royalty rates. In most cases a royalty premium is 
granted on exports; available data on effects of TTB regulation 
a acre flexible approach to contracts linked with exports.

Appraisal of aost relevant features of foreign trade in the 
he provided, i.e. the following ratios:

Exports/gross output
Inports/gross output
Exports/Imports
Scports of foreign companies/total exports
Share of the exports of aain products in total sector exports,
identifying the aain exporting products;
(g) Besides the above itema, an overall view of the sector anst be 

given, in qualitative terns. References to dewelopnent expectations, policy 
guidelines, technological level reached, and dynaaics of entrepreneurship 
would be helpful in providing a background for a uore detailed analysis of 
contractual technology transfer.

Contractual technology transfer: wain characteristics and effects
of TTB regulation

This chapter leans heavily on data collected and analysed by the TT3 in 
its current statistical work. The statistical systen described previously 
supplies all the information needed.

There are three nain headings in this chapter:

(a) General features of contracts;
(b) Outflows derived froa contracts;
(c) Assessment of TTB regulation.

General features of contracts

seems to show 

sector must

(a) Characterization of recipient enterprises:
Ownership patterns 
Relationship with the supplier 
Size
Relevance of the agreement for the company (diversification, 
vertical integration or maintenance of previous productions 
via renew il);



(b) Characterization of supplier companies:
Countries of domicile 
Size
Other agreements already registered in the Philippines;

(e) Technological itou transferred and type of agreement (new or 
renewal);

Id) Products involved:

Technological content
Previous production in the Philippines
Market destination (internal market or exports)
Effects on other industries;

is) Contractual terms and conditions:
Duration 
Royalty rates 
Restrictive clauses.

The study of the general features of contracts should also extend to old 
contracts (i.e. approved prior to TTB regulation). Hbvever, an effort must 
be made to include only contracts actually in foree; agreements already 
expired should not be considered. Furthermore, distinction between contracts
approved under Central 3ank/B0I and under TTB re vlation would be helpful.
It could provide some insight into the extent- of -jodifications arising from 
the latter.

Outflows derived from contracts

This data will be based on information supplied by the Central Bank.
If feasible, time series ?ould include payments La the last five years; this 
would provide information on the historical evolution of T/T oai'a.ents either 
in absolute or in relative terms (by comparison vith relevant data collected 
from statistics on manufacturing industries).

Data on payments to be included in sectoral studies must highlight the 
following aspects:

(a) Absolute level of paymerts each year, disaggregated according to:

Countries: of destination of foreign exchange outflow 
Levels of foreign holdings in recipient companies 
Relationships between recipient and supplier companies 
Products classified by SITC standards 
"Age" of contracts g/ ;

aj These disaggregations have already been suggested, although the last 
two were considered less important. Current statistics on payments would 
provide the required data on absolute level of payments.



(b) Relative level of payments. Ratios aiaed at providing information 
on the relative magnitude of T/T payments would be helpful; a better appraisal 
of the relevance of contractual technology transfer in the sector under study 
would be available.

The following ratios could be retained:

T/T payments/gross output
T/T payments/sales
T/T payments/value added
T/T payments /exports
T/T payments/profits
T/T payments/R and 0 expenses

However, data on profits and Research and Development expenses are not 
currently published. The above relationships are stated more on a "desirable" 
than a "realistic" basis.

Appraisal of the importance of contractual T/T vis-a-vis direct foreign 
investment would also be useful. However, on the question of methodology, 
the ratio T/T payments /inflow of foreign investment can be obtained sore 
easily vith the available data on foreign investment.

It would be preferable to hare a breakdown of the above ratios according 
to the ownership (national versus foreign) sad the size (measured by 
employment) of companies, but this would cause sene problems.

Assessment of TT3 regulation

The appraisal of the effects of TT3 intervention on T/T contracts can be 
developed in three ways :

(a) Contractual terms and conditions:

Royalty rates and lump-sum payments 
Royalty base
Duration and renewal conditions 
Restrictive clauses

Data on modifications introduced on the above issues oan he obtained frtr. 
the proposed statistical tables by comparison between the initial and final 
versions r/;

(b) Financial effects. On one hand, the financial estimates broken 
down as suggested earlier, using the five years figures vould be satisfactory.

On the other, it could be asked, if it would be worthwhile checking those 
estimates agaihsï the" real' dâta" available from the "annual progress reports and 
from the Central Bank on payment*. It could be useful to get information, on 
the effective financial outcome of TT3 regulation. Although this check is

r/ See matrix reproduced earlier.



difficult, its imslaaentatioc in connection with monitoring reports could 
be envisaged. This issue deserves further analysis;

(c) Effects on technological performance. The TTB conditions for the 
registration of agreements chiefly concern eeoromic, financial and legal 
natters (royalty rates, export restrictions, termination rights, grantback 
conditions, applicable lav-and the settlement of disputes etc.). Conditions 
of a technological nature, such as training prognoses and settlement of linkages 
vith national engineering firms, are less frequent, levertheiess, a technological 
evaluation is made by technological staff, core vith respect to appraising 
the complexity and sophistication of technologies in order to determine 
adequate royalty rates, than vith a viev to introducing modifications in the 
conditions of transfer of technological knowledge. In pure licensing 
agreements the scope for introducing changes of & technological nature is 
rather limited when compared vith that provided in "process package" 
contracts, s/

TTB regulation baa direct and indirect effects on technological
performances cf recipient firms and on the improvement; cf scientific and 
technical capacity that must be appraised. The folloving issues could be 
considered:

Training programmes
local manufacturing programes
Pull transfer of technological incv how
Disaggregation of technological packages
Adaptations of technologies to local conditions and requirements 
Establishment and development of ?. and 1 facilities 
Spill-over effects
linkages vith national engineering and consulting firms 
Reduction or elimination of pest-terminâtion dependence on 
technology supplier

Assessment of the impact of technology import

The purpose of this chapter is to see aov T/T contracts have been 
managed, and hov they contributed to the development of Philippine 
manufacturing industry.

Inputs for analysis must be collected from:

(a) Annual progress reports;
(b) Inquiries conducted from a selected sample of companies. These 

inquiries vill not only be an input for the study but could also be 
considered as monitoring actions, in the sense that they vould provide 
insights into the effective implementation of T/T agreements

3/ "Process package" is quoted from "Handbook on the acquisition of 
technology by developing countries" (UlfCTAD/TT/AS/5).



This chapter of the study comprises an elaboration of the fallowing 
issues :

(a) Effect of iaported technology on one development of 
recipient companies;

(h) Local technological adaptation, and development;
Ce) Recipient-based diffusion of technology;
(d) Practical constraints on the mastering of imported technology.

Effect of imported technology on “he development
of recipient companies
A reriev of the growth of the company would be made in order to evaluate 

the role played by foreign technology. At the same time, an analysis must 
be undertaken of the importance of imported technology in the firm's production, 
in an attempt to understand the extent firms depend on the supply of foreign 
know-how and brand names for their growth.

Local technological adaptation and development

Technology import and technology mastering are not synonymous: to be
successful in national terms, the import of technology must be followed by its 
assimilation, adaptation and further development. If this is not done, then 
a strong dependency link vill become established and will increase as the 
technology grows old-fashioned, outdated and new developments гаке place in 
foreign countries.

The assessment of the impact of technology inflow- must гаке into account 
the level of local assimilation, adaptation and development of iaported 
technologies. Monitoring "sport forms should show awareness of these factors, 
with regard to recording the level of skill of the workers and relevant data on 
indigenous and foreign technology.

Information must be obtained concerning the following issues:

(a) Specific actions with regard го adaptation and development of iaported 
technologies (on-the-spot changes, planned adaptations to local conditions, 
outcome of research and development efforts; underlying reasons, if any;
skills of personnel that carried out these actions);

(b) Level of skill of personnel (data can be collected from annual 
progress report a);



(e) Research and development facilities and expenses (progress reports 
also provide some data.);

(d) Linkages vith, and promotion of, local technological services 
(engineering and consulting fins and government research institutions);

(e) Role of foreign supplier on adaptative actions.

P.ecinient-cased diffusion of technology

The purpose in this respect is to detenine to vfaat extent imported 
technology has been spread beyond the boundaries of recipient firm in order to 
improve the overall level of sectoral manufacturing knowledge.

Possible mays of diffusion of knowledge include inter alia:

(a) Demonstration effects (which lead competitors to look for similar 
technologies);

(b) Copying;
(c) Outflow of skilled personnel;
( d ) Subcontracting ;
(e) Co-operation with R and D centres and technological services;
(f) Sublicensing (or licensing).

An evaluation of the importance of technology exports - not only through 
licensing agreements but also in other ways such as the supply of equipment, 
engineering services or skilled personnel - would be useful.

Practical constraints on the mastering of imported technology

Identification of the various factors which limit the internal adoption 
and adaptation of foreign technology is a critical issue for an adequate 
definition of policy measures concerning technology transfer and development.

Due account must be given to the following iteas:

(a) Limitations arising from the text of the agreement i.such as those 
stemming from restrictive clauses);

(b) Poor collaboration of supplying partners in the implementation of 
the contract (insufficient training and defective supply of know-how);

(c) Shortcomings inherent among recipients themselves (insufficient 
skills, small size, short-term management approach and foreign control);

(d) Shortcomings arising from the overall technological development level 
of the country.



CowcTqyjona and policy recommendations

The outstanding »•»« of these in-depth sectoral studies is to contribute 
to the formulation of store suitable policies on technology transfer and 
development, either in general tens or, store specifically in the concerned 
sectors. Policy recommendations are therefore the culmination of the vori.




