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“yplanatory notes

3CIL Board of Investments

Icec International Chamber of Commerce

I®R industrial property rights

ISIC Irternational Standard Industrial “lassification
LEE _icensee

LCR licensor

LVA Jocal value added

e multinational corporation

NEDA National Economic Zevelopment Aithority

b not restrictive (on an a priori analysis)

NSDB National Science Development Board

PPO Philippines Patent QOffice

SITC Standard International Trade Classification
SMI small and medium-sized indusiries

S+ T science and technology

TA technizal assistance

TIES Technological Information Zxcnange System
TRC Technology Resource Center

/T technology transfer

TTB ' Technology Iransfer Board of the Ministry of Industry




. ABSTRACT

-

The mission was carried out with the aim of "Strengthening
of the Technology Transfer Board of the Ministry of Industry” (DP/PHI/T8/008).
The establisiment of an over-all information system, designed to gather and
analyse data on technology transfer contracts acted upon by the Technology
Transfer Board, wvas the main objective of the three-month mission. After an
evalunation of the existing system, vhere some important shortcomings were found,
a more encompassing information system was suggested. Tidis 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 guidelinues for practical use. The performance of the
system largely relies on the work of people cherged with data collection and
storage and on the uniformity of the criteria followed. An informatica system must
not be seen as a mere end, but as an important means of fostering the accomplish-
ment of the over-all gzdals of the Board; Information ané evaluetion work may
therefore be seen as complementing one another. The preseﬁt 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 foard in performing its
tasks, cither in the statistica.l or in *he evaluatory field.
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INTRODUCTION

Bac und

The complexities involved in the process of techmology transfer, vhich
encompassed regulatory, co-ordinating and- promotional efforts, led the
Govermnent of the Philippines to request assistance in strengthening a7 <he
Technology Transfer Board of the Ministry of Industry T B;}. The United Yations
Industrial Develorment Organization (UNINO) became executing agency for the
resulting United Nations Develomment Programme (UNDP) projeet (DP/PHI/T8/008).
This is the report of a mission carried out from June to August 1981 as part of
that project.

Before the three-month mission began, the activities already performed
under the project had been limited to a study tour by two teams of TTB and
technical staf?f to observe the systems developed by similar bodies ip six other
countries: Argentina, Brazil, Colombia, Mexico, the Republic of Korea and

Spain.

ijective;/,
~—~—————

The objectiva: ~f the mission were closely involved with the cver-all zoals
of the project it:ol¥ <o overcome the shortcomings of the TTB. More
specifically, the mise »n aimed at the establisiment of an efficient information
system of data zat:ering, processing and analysis of the terms and conditioms
of technology transfer contracts to service the requirements of the TTB for

information of this type.

The objectives have been accomplished insofar as a glooal information
system has been designed and its implementation has begun. Further follow-up
assistance is needed to observe the working of the system, to assist in a more
detailed apalysis of data collected and to help in case of a aeed for
modification of the handling system.

Y
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RECCMMENDATIONS

Oon the basis of the experience gathered and with the aim of providing a
steady develomment of the system the following recommendations are made:

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

(b) Uniformity of criteria is an essential fuctor. Existing guidelines,
however extensive, cannot encompass all the situations. Typification of
uurorcseen situations must be added, after an exchange of views among staf?
aemters;

(¢) A clear distinetion between evalnstion and statistical staf? is
neither feasible nor advisahle, 30 that a continuous interflowv and interaction
can take place, without prejudice to some degree of specialization. Scxeone
shculd be carrring cut statistical analysis, but performing at the same time,
evaluation tasiks;

(d) It must be borme in mind that the information system mus: ove in
accordance with, and subordinated to, the over-all goals of 3the 3oard. Izfsrmaticn
is not an end in itself. It is of crucial importance, however, to an accurste
achievement of the perceived goals. More specifically, statistical analysis
has to be fully integrated with evaluation objectives; stzuistizal iata muss
be tke background which can lead to a more correct evaluation and to the
definition of policy measures;

(e) Computerization has several sdvantages over marmal handling,
chiefly in rednced costs for additional analysis, time saving, added accuracy
¢f data, increased possibilities for more sophisticated analysis, utilization
of inquiry facilities, incressed effectiveness of monitoring and eventual
linkages vith other information networks.

Experiecce obtained from the working ¢f a manual system will be
helpful for the steady implementation of a4 compnterized system. Tn overcome
eventual confidentiality issues and to achieve effective independence,
acquisition of a microcomputer for exclusive tvse of TTS will perhaps be the
most appropriate action, avoiding as far as possible proliferation of
facilities iaside the Ministry.

An exten~ion of the project in 1982 could be utilized to review
and moniter the srstem, and to assist in contactr with the systems analyst
charged with designing and prosramming, so that computerization could start
later in the year;

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

(g) Information lLinzages wish other 2odias Jutsiie she Ministry of Trade
and Industry must also be improved. Xnowledge of the functions and targets of
the TTB could bve given to the business community at meetings vwhere technology
transfer issues could be discussed and TTB goals could be publicized. The
seminar -> be held in November 1932, smomsored by UNIDO, could pave the way
for this kind of action.
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I. MAIN ACTIVITIES

Within the framework provided by the job description (see annex I) and
in cl.ose co-operation with TTB technical staff, activities have been directed
tovards the establishment of an adequate system of collection and analysis of
information on technology transfer, designed to suit the specific needs of
“hilippine economic and technological develomment and, more specifically, of

the TTB.

Accordingly, the work was mainly concentrated in three fi:nlds:

(a) Appraisal of the existing information system;

(b) Tesigning and discussion of a more avpropriate and encompassing
system;
(¢) 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 comprenensive application form has to be completed by
companies so that official acceptance of a contract for evaluation can take
place. For meuitoring purposes, a form for reporting annual progress is ised;
this provides ex.ensive data on the operations performed under the technology

transfer agreemrnt.
Fraluation work is done conscienticusly and appeals, in some cases, for
information outside the TTB, mainly corcerning backzround 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., appmopriate forms for storage, analysis and later
utilization of relevant data on the contracts, either Zor evaluation or Zor
statisticil purposes.

Work was, therefore, concentrated on the imprecvement of information

gathering and analysis.




CTesizn oF an over-all Izformation systen

Two distinct, although closely interlinked questions wvere asked:

(a) What kind of data must be selected and what kind of outputs must
be produced’

(b) Which handling system (manual versus computerized) should be
chosen?

With regard to the latter, it is thought that the most realistic procedure
has been followed. Computer facilities are not yet available and the uwtilization
of other organization!s facilities could raise problems of confidentiality;
Joreover, design and programming of a computerized information system are
closel; interconnected with type and characteristies of the computer to be used.

In ocrder to profit from the tecbnical assistance and to avoid an
excessive ascumulaiion of contracts, it was decided to begin work with a
manual. system, Murthermore, this option had the advantage of allowing the
operators to gather experience and, eventually, to introduce some improvements
into the systenm.

In the medium term, however, a commuterized system must be introduced.
In spite of the relatively small number of agreements acted upon, computerzation
bas the edge on a manual system. The availability of a microcomputer exclusively
for the TTB's use would 2e “he most adequate solution o ccmply with confidentialisy
l requirements. The establishment of linkages with existing or foreseen facilities
inside the Ministry of Industry couid also be considered.

The first set of questions 7as extsnsivel- analysed and, in the expert's
opinion, an 9over-all system was iesigned 30 it “he specifiz needs 27 <he TT3.

The system encomiassed ¢wo main vectors:

Collection and storage of information
Statistical analyse: and reports

Collection and storage of information

~
-

ne of %ae zailsD sherwcomings of <he previous 3ystem was
the great reliance on contras~t folders; another was the latk of c¢rosslinkages

among data storage forms.
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To overcome those deficiencies and after taking into account the option

for a manual handling system, a set of cards containing all ‘he relevant

information concerning technology “rancfer contracts was established., The

system is based on the following principles:

(2) The progress of each contract aust be easily followed from its

initial entry to its registration and later monitoring;

(b) Por statistical purposes the relevant informa-.icn contained in
the text of contracts and in application forms must be systematized on
storage cards; the reading of agreements for statistical (and often for

evaluation) purposes will no longer be needed;

(e) All information storage cards nust be connected, but unnecessary
duplication must o€ avoided (a2 more in-depth approach is provided as annex II:.

Accordingly, a set of six cards was proposed: contract flov 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 I1I). The product card is

relavant for evaluation activities; it provides detailed information Hn the

fields wvhere contractual technology is imported.

Statistical analysis and reports

The 3ain objectives of stetistical analysis system were identified as

follows:

(a) Assessment of the trends and characteristics of contractaal

technology inflow in the Philippines;

(b) Assessment of the efficiency and the results (either qualitative

Ar quantitative) of TTS intervention;

(¢c) Assessment of the impact of imported technologr on the national

economic and scientific or technological system.

Besides these objectives, others must also he consiiered suzh as

improvement of the relationships between the TT3 and national business

scientific and technological communities, 2s well 23 zhe
with information systems of intermational organizations,
TIES system,

3trengthening

_




Stemming from the above oblectives, three kinds of statistical analiysis

reports wvere suggest.d:

(a) Surveys of registered contracts, including an appraisal of the
main festures of the contracts as well as an estimation of the effects
(especially fipancial offects) of TTB regulation. These detailed reports will
be provided to the Board each quarter. The contents of periodic reports were
extersively discussed and some guidelines were established;

(b) Surveys of technology transfer payments will be provided to the
Board on either a bi-annual or an annual basis. Howvever K as data on effective
payments s not available to the TTB, zasi: 3ata aust 2e provided oy =he
Central Bank;

(¢) 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 is hardly feasible, due to the limited number
of ™B technical staff, and that it implies, moreover, the setting up of linkages
with other bodies with broader functioms, such as BOI or NEDA (see annex TV
for further details on the main suggestions mace conceraing statistical
analysis).

Implementationa

The limited time-period of the miszsion meant that an option had to be taken
concerning implemepntation. The mission began with the over-al’ system zollec=icn
and storage of information, as far as it wms essential for the performance of
the other stevns.

A thorough discussion on the contents of the cards took place. Written
guidelines were prepared in order to ease and stabilize completion procedures,.

These are now being performed.




ITI. ACHIEVEMENT OF OBJECTIVEC

The objectives of the mission were attained to a great extent. Only task
(£) of the job description in annex I was not performed; .ndead <he Til7Illzen<
of this task will imply a close relationship with the technology transfer
organization expert.

An over-all system Jor coliscticn of information was designed ané iss
implementation has already begun. On-the-job training was provided through
discussions and exchanges of views with technical staff as well as through

supervision of implementation procedures.

Ia 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 Pirst step to eventually purchasing a microcamputer.

The werk performed will lead to the strengthening of the capacities of

“he TTB, iuter alia on the 7ollowing grounds:

(a) Knowledge of the flow of the contracts inside the TTB;

(b) nowledge of the terms and conditions of the import of contractual
technology;

(¢) Information on a product basis;

(d) Assessment of the effects (either qualitative or quantitative) of
TTB intervention;

(¢) Improvemeut of evaiuation procedures, by providing up-to-date
background information.
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ITY. FINDINGS

The TT3 is a recent body. Its operations began in October 2
current evaluation tasks have absorbed most of its <ize and were of =2e uTmost
concern to the Board and the technical staf?f.

The time has now come to get a closer insight into information issues,
based on data and experience accuulated during {ts three years of operation.
The working of a comprehensive information system will provide an evaluation
background that is likely o improve substantially decision-making and
screening of technolougy imports.

Computerization will bs the next step in the process, and will be gsared
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 comsidered. The staff are
avere of the importance of monitorirg: <the text of contracts only provide
a frz "work for their implementation, thevy .o 20t say how %they zre zarrisd cut.
Monitoring is not an immediate issue. Howvever, while the five-year term of the
first registered agreements will soon be to hand, end renevals will be requested,

the need for establishing monitoring vrocedures will I:-crease.

The approaca 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 nositive and is likely to izncrease Iur=her.
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The main tasks assigned to the technology “ransfser information expert
were the followiag:

(a) To study and eveluate the information collection and dissemination
system applied by the TTB;

(b) To fully investigate present and future needs of the TTS in terms
of collection, storage and disseminaticn of information related to all its
agties;

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

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

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

(f) To establish guidelines for an informaticn and advisory service
at the TTB vhich would encompass access to sourtes of information on available
technologies, including those made kxnown through thc UNIDO INTIB and local
technologies.
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Annex II

INFORMATION COLLECTION AND ANALYSIS

A. Comments on the existing system

Before assessing the TTB system of collection and analysis of informatiom,
the gquestion must be asked: wkat are the purposes of such a system?

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

The main sources of basic data are collected from: <che appiisaticn Jorms

and the contracts theaselves.
Some of this information is translated onto:

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

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

These data are extensively used in evaluation procedures in order
to gather information about similar agreements or techneslogies; 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
aumber. The addition of new contracts to the existing sheets could also entail
scme problems, especiaily vhen the total number of zgreements increases;

(¢) Royalty rate cards, riled according to royalty rates. The usefulaess
of those cards seems l:igised.
Other noteworthy elements relate to monitoring of tecly snafer (T/7)

agreements such as the foras for anmual progress report” abc . .woring reports.

A large number of annual progress report have already been receivad and are

#iled under contract registration numbers. Hovever, monitoring reports have not

yet been issued. In Tact the TT3 Iz 233 %haz “hre

. s Ao .
Je8rs 2.7 angd lal.ly Tressure

on cvaluating agreements and tm 2omplying with the oC-day serm 23 laii icwn =y
law have been until nov the overvhelming requirement. Farthermore, as agreements
are generally allowed for five years, only a few cases of cortracts registered

by the TTB have 30 far been renewed.




Tne forms for the annual Drogress reports and the monitoring reporss 3ust
be integrated into an overall system of T/T information. To establish its
exact role, the goals pursued with Tonitoring must be identified; <they
include the following:

(a) General compliance with the objectives of 7/T policy;

(v) Checking, for each agreement, its compliance with the expectations
and with “he terms and conditicns set by the Board;

(¢) Suppert in the evaluation of reneval demands;
(4) Ceneral statistics about the inflow of technology in the Philippines.

A proolem arises z3 to vhich are the most important ones. Will there be
a need for an annual check of each agreement? Will it be preferable to roncentrate
on the bigger contracts with some cssessment (by random sampling) of the minor
ones? Which will be the linkage between nonitoring and renewval evaluat:.on?
¥hat about the effective transfer of technology, that Is, *he atsorztic: o7
ke now-now by the recipient and I%3 2bility To zarry 2ut zhe affalir azlcns?
This cannot be appraised by a mere progress report; it implies a more in-depth
analysis and a thorough observation of the plant. )

These matiers anst be extensively discussed in order-to integrate

monitoring <ten inty the gemeral Inlsrmaticn zystam. 1T I3 zecessary o glan kil

integration tefore the beginning of monitoring activities.

Application forms are complete and supply evaluation staff wvith most of
the reievant data concerning the agreement and the parties. At present, and
taking into account that they have been modified recently, it is tuought that
they must remain unchanged regarding the information zathered.
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However, from an information viewpoint memoranda are not well-gujited.
Another link between eveluation and informatior collection is needed. The
contract card currently used is not enough to collect all the relavant data con
the contract (as well be seen later), and in most czses information, even
statistical data, only can bde got from the agreements themselves. This is a
major short-coming that must be overcome in the designing of a zlobal

information system.

In brief, the evaluation stage oust provide adequate data in a suitable
form for statistical and retrieval purposes. Further reading o7 the contracts
for statistical purposes should not be necessary. A short but complete contract
card, gathering all the relevant information, zust be filled out at the
evaluation stage, in two steps (initial and final; that is, when the contract

comes in and whem it is registered).

Current contract cards closely follow the TIES coding forms. They are
midweyy between an exhaustive contract card and a short apergu of basic contract
nlements. They do zot aveid, unfortunastely, 2n anmalysis o the zaxt of tke
agreements themselves in order to get infurmation om restrictive business

clauses, for instance.

Turthermore, the connection between the cards and the sectoral contract
data is difficult because the Zormer are filed by registration qumbers and the
latter are organized by products aad aQ 10t :efsr ¢ registraticn numbers In
some cases they ioc 10T Zave =ven registratica numbers Zecause Li2 sompani=s
iz =ot ecomzly wish the terms ani sonditicons set 3y the 3cari,.

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

With regard to information on a sectnr (or product) basis, the expert
believes that the idea underiying the existing system is correct. Evaluation

staf? need up-to-date information on a product basis, about existing (registered

or not) agreements.
Eowever, some pre-requisites xust be accomplished as follows, in order to

provide greater usefulness:

(s) Linkages between one set of information and others (namely coatract
cards) must exist;




(b) Updating must be easy and must not entail leter sutdivision of

. g - -~a " -_— A - 3 - o -~ Sl alm— - .
tems (that is, a system nust e selectac Ior the tlentifizaticp of Dreodulss g

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

Some modifications mast be introduced within the actual system such as the
utilization of product cards and the ideptification of products ac rding to the
SITC. The problems raised by service agreements can be easily solved; in fact,
208t of them fall into six categories: restaurant operation, rent-a-car systeams,
hotel management, general management, telerommnications systems and computer
softvare and data processing.

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

Even for statizstical purposes those cards are not suitable.  One mst be
awvare nct only of the royalty rates but also of the royaliy basis. Useful

information on T/T payments can be easily collected from other sources.

B. Outline of an information system

Te design of an information system must comply with the following

conditions:

(a) Ench agreement must be capable of deing followed from its entry
to regisiration and later to nonitoring; the stage reached by each contract
must be known;

(b) Por statistical purposes, sezondary sources of data, not primary
ones must be relied upon. The relevant informatiorn contained in the text of
contracts and in application Zorms must be transferred %o manual cards (or %o
computerized supports); reading of igreements for statistical purposes will
not be necessary if an- adequate contract card is designed;

(e) All information storage cards must be linked and connceted 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 agreements, either for statigtical or for
evaluation purposes, can be stored on 3ix cards: contract flow card, contract

card, produst card, recipient card, supplier card, 224 zeni-zaring zard.
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All these cards arc connected, Sut informstionm stored amd iis purposes

are differ nt.

From a contract's entry in the TTB to its registration it passes through
a mumber of stages: entry, official acceptance, evaluatiou, approvai (or
derial), and registration. Some stop at a given stage and do not reach the
next one; companies may no longer be interested in such a contract or may
not be interested in going along with it in view of the terms and conditions
set by the Board. Identification of the stage reached by every agreement is
necessary; at the same time, it is a means of controlling the work of the
PTB staff and the compliance of companies vith T™@8 requirewents (namely
concerning information requirements and registration terms and cozdi%ions).

To allov for up-to-date information on the flow of each agreement a contract
flow card was proposed. These can be identi’ied in three ways: entry mumber,
registration number (only for registered agreements), ard recipisnt name (only Sar
agreements not officially accepted).

These cards must be filed in line with the ideatification methods already

menticned:

(a) A contract must receive an entry number, bat only after official
acceptance; up to that time the contract is not yet wvorthy of consideration
by tae TT3. Contracts which do not camply with the requirements for
application must be recorded on the contract flow card, but should not be
mixed with those which are ready for evaluation. The flow card of those
contracts must be fiied in alphabetical order of recipient company (a periodic
review of those cards mmst de undertaken to see if there are some contracts
vhich can bSe considered as sbandoned);

(v) Flow cards of ~ontracts rot yet registered mmst bYe filed according
to entry number. Entry aumber is the most adequate way of identifying agreements
not registered;

(¢) Pipally, contracts already registered mmst be JTil22 according =o
registration nubers. Registered contracts must be seer as being cancelled,;
after the issuance of the Certificate of Registration and the endorsement by

the Centrsl Bank, %he contract does not entail any nore work for <he TTB 2/
~ its flov has ended.

The completion of tuis card does not require any particular knovledge;

the task can be performed by clerk personnel.

2/  Not comsidering aonitoring operations and possible minor amendments

or additions.
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Contract cards are <he basic corner stones J>f the system. They must be
designed to permit the colleciion of all relevant information inciunding the
application form. At the same time, the card must show the modifications
introduced by the Board on the former agreement; that is, a comparison

batwvesn requested and approved terms and conditioms.

Contract cards must Ye completed by evaluation staff in two steps: vhen
the evaluation begins, and vhenr ithe cgreement is submitted for registration
or vhen it takes rlace.

At first, -ois tasik seems 0 Invelve z Lot ¥ a2dditioral work. Zowevsr,
this is not %ae case, because the completion of contract cards helps the
evaluation work; a contract card can b= seen as a check-list of all the
relevant provisions geaerally found in technology transfer agreements, and it
provides a useful support to a carefuvl examination of the text of the agreement;
furthermore, it helps to systematize the elaboration of evaluation memorandum.
Portuguese experience in this field showed that, st the start ava_uaticn stal?
were reluctant to perform the task; lat.r, they recognized the usefulness of

contract cards sud even provosed some amendments to them.

Another advantage of 3 contract card is that it avoids the necessity of
reading the tex: of the agreements and iz complserentary, 12 some respects, ¢
avaluation memerazium. IS 2n 2150 e 1tilized oy the zmemters of the Zcard

< : L QU : -2 ian< =7 P
23 200Toer LICZTrIaTllin LITUT I0r CJeCLl3lln-TaxXlng.

Pinally, “he axpert underlines its statistical usefulness; It provides
an easier metkhod of collecting data, either in a manual or iz a computerized

system.

Statistical data on foreign exchange outflows and inflows, foreign exchange
esarnings deriving from TTB interventioa, tax earaings, employment gZeneration,
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 ITII. Its contents

deserve, however,K more in-deptl discussion and analysis.

In assuming that a manual system vill be selected, three xerox copies of
the card will be needed:




{a) The first will be included in the contract folder;
{b) The second will be utilized for statistical purposes;
(¢) The third will be utilized for evaluation purpuses (anaiysis of similar
agreements relating to the same product).
Copies can only be obtained after registration of the agreement. U 1
then, there will be only one card in the contract folder,

The following cards centre around tho 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. dowever, as the aumaber of
agreeaents grow, ther will be increasingly difficult to consult and update;
furthermore, product classificavion must be established in order to prevent

confusion or misclassification.

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

(2) =ntry number; -

(b) Registration number;

(¢) Recipient company;

(d) Supplier cumpany;

(e) Object of the contract (mmow-now, =radamarks, ;a:en:s,-:ech:i:a;
assistance, training);

(2) Type of agreement (new/renewval);

(g) Apoproved royalty rate.

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

SITC classification must be attributed oty technical sta?? in the Zfirst
oshase of the evaluation procedure. The completion of the card must be performed

by trained personnel in two steps:

(2) Product identification (whem applicable), entry number, recipient,
supplier, object and type of agreement - immediastely after the completion of
contract cards by staff,

(b) Registration number, after registration h1as bveen carried out.




Cards 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
(BOI registration, foreign holdings and products mamufactured). I a computerized
system vere selected, mzore information could be analysed and recorded (for
instance, ssies, employment, a.ssets);l_/ a closer -connection between 30I and
the TTB could also be accomplished.

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

The completion of the cards does not require -y particuiar abilily 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 stage of the evaluation procedures; only the registraticn oumber has %o
be filled in at a later stage.

Like produc* cards, some shortening of recipient cards is envisaged, mainly
in vhat concerns products, suppliers' foreigm 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 desizned and has bheen commented on

earlier,

In theory a computerized system will allow for the collecticn of more

information than provided for in the monitoring card.

An annual comparison hetween projectesd and actunal performance is an

essential element of monitoring activity. Detecting the reasons which lead

b/ It must be pointed out, hovever, that application forms do not provide
this information; it can, nevertheless, be collected from financial statements
(exeluding e ployment).

e ey
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ta avar or nnder newParmance ig snather task- wvhich canrat to recorded
swmmary monitoring card (as proposed) but rather on a monitoring revort,
sncompassing quantitative and qualitative appraisal, as the one already

designed but not yet in use,

Monitoring cards must be identified by registration mmber (only registered
agreements are iz force and can therefore be monitored) and, should contain

data on:

(a) Total sales;

(v) Domestic salcs;

(¢} =xports;

(d) Royalty payments;

(e) Toctal foreign exchange disbursements;
(£} Local value added;

(g) Employment;

{n) Tax payments;

(1) R and D expenses.

Lata on these items can be collected from application forms and contract
cards (concernming vrojected values) and from former forms for annual progress

reports provided by recipient firr; (for actual values).

To understand cthe relationships to be established between svaluation
procedures and inrormation collection, a summary flow—chart of the most relevant

avaluation steps and the corresponding information work follows:
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The proposed scheme of information collection implies a lot of additional
clerical vork and also some nore work for the technical staff. The latter can

Ye considered as aegliigible 3s
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The vorkload increase will be substantial for clerical staff, and will
require the recognition of a new element in their employment situation.
TTB clerks are in need of some further administrative support and also of typiu.

assistance,

Jowever, further discussions will be needed om this subject. In some
instances, aporaisal of work performances and needs can be nisleading. In
addition, the employment of new personnel has to be linked with the optiocn of
a manual or & computerized system of information, In the latter case, the TTB
will uss : glolval facility (in the sense that it is one among many uses), and
co-ordination with the general management of the computer facilities, at the
ministerial level, will be required. Furthermore, acceptance needs differ

a/

according to the system chosen.=

A further point that requires examination is the collection of information
on agreements already acted upon by the TTB after O-ober 1978.3/ 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)
wvill take 280 to 330 man/hours: i.e. up to 3.5 weeks., About 50% of the time
#ill be spent with contract cards; the remaining L0% will be used %o £ill out
supplier, recipieat, product and monitoring csrds.

Beyond the time allocated to the completion of the relevant cards, a

training period has <o be provided to the personnel ca.~ving out this task.

Training would last Zor one week.

d/ = iectations on applications must also De taken into accoun?: Will
the dowvntru.d on the firs% half of 1981 remain? Will the law be modiried to
nave a larger scope?

2/ The question has not been raised yet of information about 0ld agreements,

that 13, those agre=ements vhich TTB analysed at the request of the Central 3ank
(there were about 430 contracts between 1973 and 1578).




The question then arises as to vhether the old agreements {pravious to
the start of the TTB) are worthy of statistical treatment also. Are they
relevant for evaluation purposes, namely as background information? Would

J recipient cards and product cards on those agreements be userul?

The expert feels that this is another issue for discussion. YNevertheless,
vhatever information was collected from those agreements, it w7ill be less
complex than that of TTB agreements.

This paper is only a preliminary sttempt to deal with the procedures of
information collection; its purpose is %o allow a discussion af the Tarigus
issues. The fact that a set of cards is proposed does 1ot 2ntail any ovtion
for a manual over a computerized systam. The expert is simply trying %o
establish the relevant information to be collected and to talze into account

the requirements either of evaluation or statistieal work.
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annex IY

CSUTLINE OF A STATISTICAL ANALYSIS SYSTEM

A. Objectives and zeperal eatures

In gzeneral, the purpose of statistical analysis is to gather and organize
information in order to provide bhetter knowledge, thus allowing the definition
and design of the best policy policies to correct the identified shortcomings.
The ultinate purpose of statistical 7o~k is to supply- the relevant knowledge

aeeded Z7or the most sanprovriate action.

The objectives of the TTB statistical system must therefore be closely
related (and subordinated) to the TTS's overall objectives. Statistical data
will be a relevant irput to allow a better accomplisiment of the TTB's functioms.

The =zaiz odjeczives of <he statistiszal zralysis systam are as Jcllows:

{2) Assessment of the trends and characteristics of contractual
technology inflov in the Philippines;

(5) Assessment of the efficiency and the results (either qualitative or
quantitative) of TT8 intervention;

{2) Assessment of the impact of imported technology in the national
aconomic and scientific or technological system,

In addition %o the above cbjectives, there are three secondary objectives,
two of them concerning national horizontal relationships and the third relating

to interrational linkages:

{1) Improvement of the relationship between the TTB and the aational
business community;

(b} Improvement of the relationship between the TTB and “he 2ational
scientific and technological system;

() Regular supply of data to ianternmational organizations, namely the
continuous varticipation in the UNIDO Technological Information Zxchange System
(TIES)

A .

The izportance of the linkages bet7een TTB and the utilizers and developers
of technology must be emphasized. A continuous flow of iaformation (of which
statistical information is cnly one vart) must be established, thus allowving
a better resciprocal nowledge and a more successful import, absorption, adapta-
tion aand development 5 suited technologies. In particular, TT3 could provide
a2 user™il jervice %0 ‘he busipness community, supplying it with iaformation on

imported <achnologies and on potential suppliers.
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At the international level, %“he adherence of the “hilippines to TIES I-A
aust be laken into due account in the design of the statistical sysism. Iowvever,
given the limited TIZS I-A requirements, this will not entail any signiZican
extra work. They are in line with the statistizal information system %0 de

implemented and can be envisaged as a by-product of statistics Zor intermal use.
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() Main features of the agresments;

(b) Omteome af TR interventiam in TIM sontmas <33

(¢) TImpact of techmology inrlow (sectoral and historical assessment).

Those areas of wvork are closely linked, particularly the first two which
eatail, in some instances, some duplication. As TTS generally introduses scme
changes in the main features of contracts (royalty rates, royalty basis,
restrictive clauses) stacistical 2ialysis camnot disregard T3 work. s initial

anéd Tinal apprcach was suggested; that I1s, 2cmparing tiha2 characteristics o

Statistical analysis of the 2aiax features of the contracts and of the
cutcome of TTE intervention will continue to be presented in periodical survey
reports %o the 3oard, the Ministry of Industry and Malacadang. The periodicity

and wider distributiom of those reports will be discussed later.

AS envisaged, statistical analysis reports will Se different from the
quarterly or bi-annual reports. They will, nevertheless, iaclude all the
relevant financial iaformation. The expert plaas to nake them more encompassing,
alioving for full inowledge of the main features of registered contracts aad of
TT8 intervention.

The studies on the impact of contractual technolegy inflov 3ust he suite
different from statistical surveys. These are indepth studies which try to
identifly the consequences of technology import ia selscted sectors. They aus:

be linked with momitoring actions.

Issues to be analysed include the effect of imported technology on
development of recipient sntervrises and local technological adaptation, develop-

zent and diffusion of izported teciinologies.
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The accomplishment of secondary objectives involves the collection of two

types of information: surveys of imported Cechnolugy on a product basis and TIES
reports.
The aim of the surveys is to provide regular information on the characteristics
and destinations of imported technology. It is suitable for enterprises and
rading vheir koowledge of axigting tsehnologies and on

research centres or u their kmowl

the vays, terms and conditions in vhich they can have access %o it. These
surveys could be a supplement to statistical anmalysis reports; their contents
deserve, hovever, careful examination due to confidentiality recuirements.

Besides TIES reports, other kinds of co-operation omn statistical matters
is envisaged wvith United N¥ations bodies, such as UNCTAD and UXCTC.

The expert stresses that the suggested statistical si’siem is consistent
#ith existing international information exchange requirements and can easily
provide additional statistical information.

Ta razle contains a sumary of the objectives arnd their sranslation Iato

B. Statistical analysis revor:s

Two types of statistical analysis reports are eavisaged: surveys of
registersd contracts and surveys of technology transfasr vayments.

T™e first deals wvith current work of the TTB and tries %o give a comprehensive
aﬁproach to the characteristics of registered agreements and of the outcome of
TT8 action.

Tte second shows the annual foreign exchange ocutllows due 0 technology
transfer contracts, either registered by the 3oard or drior <o i%3 implementation.

Surveys of registersd 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 te used to authorize payments.
it is the final act of the TT3 and it is necessary to permit the contract come
into force. Approval of a contract does zot =ean that the approvad version
will be the finz]l one; parties can make a request or reccnsideration,
according to TRule VII of Seetion 5 of P.D.1520. It is not uncommon for the
Soard to accept some claims in this respect.

To take the registered agreements as the basis of statistical araiysis is
more logical and correct. it the same time, statistical records would be more
relisble -~ vhich wvould 20t be the case if approved zontracts were used.
Requests Zor reconsideration will, in some instances, be accepted Ly the Board
with the result that modifications on previous statistical zables and outputs
will be needed.

Surveys of registered contracts should cover three sets of dsta:

(a) The main features of the contracts;
(b) A finazcial estimate on the effects of TTB intervention;
(¢) Detailed data on agreements on a product dasis.

The main features of contracts rely or what is called aon-rinancial data,
that is, data designed to reflect the text of the agreement and to characterize
the enterprises involved. The statistizal analysis already provides some
information on the outcome of TTB regulation (for instance, delstion of

restrictive clauses and reduction of royaliy rates).

Financial estiriates are based chisrly on data provided on the application
fora and om :c2lculacions made by the technical star?, Their aim is <o provide
a quantified approach to the main financial benmerits accruiag to the national
economy due to TTB intervention.

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

Main festures of contracts

The most relevant items to be analysed are as follows:

(a) Technology supplier country;
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5} Industrial sector (aceording to ISIC);
2) Product (aceordiag to SITC);
‘4) Poreign holdings in recipient company;

(

(e) Equity relationship between reeipient and supplier companies (dirsct

or iadirect);
(2) Technological items involved;
(z) Type of agreement (new/renewval);
(n) Duration;
(i) Type of payments;
(§) Royalty basis;

() Royalty rates (on net sales, on net profit amd :n _ccal value adcdz2d ;

(1) Restrictive ciauses.

Other items (exclusivity provision, tax liability, minimum royalties,
recipient type) could also be considered. They were not included in the set of
basic data in order <o avoid an excessive mumber of current reports.
Nevertheless, especially if a computerized system were to te chosen, relevant
statigticel tables concerning those items can be elaborated, although not
necessarily published.

With 2 view to obtaining a more detailed appraisal of the terms of the
contract3, it is possible to go further than restrictive clanses, Contract
cards provide a complate set of sontractual clausas, 2.TICusgh scme O them zava
no restrictive nature., As coantract cards will be stored in the computer
(assuming that a computerized system is selected), statistical tables and
analyses of these items in detail will not involve too much additional work.
The same is not trune, however, i” a manual system 7ere implemented; in this
instance, a detailed statistical analysis of more specific terms and conditions
(although provided in the contract card) will mean a lot of effort.

With respect %o the relevant relationsnips <o bYe established between the
selected items, it is obvious that the amount and the level of relationships
o Ye considered will depend on the desired depth of the analysis and on the
means of calculation. All basic data on technology *“ransfer contracts will be
collected and stored in contract cards (either manual or computerized).

Jevertheless, for statistical purvoses, a set of relationships can be

defired which does not leave too much room for controversy. This has been

a/

checked against axisting statistical data on T/T in the Philippizes.

2/ Checks were made with Lilia R, Bantista, "la réglementation du transrart

de technologie aux Philippines” (UNCTAD/TT/32); Zdzardo L. Tordesillas,
"Philippines: Country japer on information peeds of nost countries in respect
“o TNC's 1980"; and TIES reports.

e

e
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Is the sxpert's viaw, a sectoral approach is most suited for a stasistical
analysis of this kind. 25 32oes 2ot follow, zewever, shat acn-sectoral relazicn-

ships will be omitted; some of them will also be taken into account.

Industries are largely the m0st influential elements in the variatiss of
conditions shown in T/T agreements. At the same time, vhen designing their
specific technological policies, national authorities often adopt sectoral
approaches, Furthermore, the utiiization of an internationally accepted
sectoral classification allows useful inter-country comparisons.

The accompanying aatrix states the propvosed relationships, and %o 3elp
in reading it the foliowing comments are applicable:
AT the recorded reiaticnshizs are ast

Some three-itam relationships havs 21s0 been envisaged, as ITollows:

(i) Seleeted sectors/technological items/royalty rates;
(ii) Selected sectors/technological items/restrictive clauses;
(iii) Selected sectors/tyve of agreement/royalty rates;

(iv) Selected sectors/technological items/equity relationships Getween
recipient and supplier companies; :

(v) Selected sectors/couniries/foreign holdings in the rescipient 2omrazy.

Jowever, given the meagre rumcer of contract registered yearly, it is
thought that those three-item analiyses will a0t be needed in zurrent sztaiisties,
at least as a standard. They can, hovever, be ugeful, in providing a tetier
undarstarding of contract terms in a sslectad sector with a zTeat number 37
contracts. The recourse %0 this <ind of detailed analysis #:ill depend sn <he

findings observed when the sur7eys are carried out.

In addition, the usefulness of those relationships increases as the mumber
of .urveved agreements grow. Fror instance, they would be helpful in a s=atistical

study on all TTB ragistered agreements,
Mables invoiving items (3) through (1: will have an initisl and s -:
The first is aimed at r=rlecting the characteristics of the coatractis
s they -ers presented to TTB for svaluation; the lattei rerlaects the terms
anc¢ ..tions of registered agresments. A clear appraisal of the modiriczatioas
introduced by the TTB in the tex:t o7 the agreements is thererore allowved. A
"qualitative"pj approaca to the ocuccome of TT3 work in improviag terms aznd

sonditions of agreements i3 thus presented.

b/ As opposed to *he "quanticative" approach, provided in rinancial
estimations on the effsct3 of TT3 iatervention.
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The addation of "qualitative” and "quantitative” records provides an overall
insight into the effectiveness of TTS reguliatioa.

An hierarchization of the importance attached to each recorded relatiomship
is given. This hierarchization can be useful not only for the purpose of an
incidental selectionm of statistical tables, but also in connection with the
definition of the periodicity and contents of statistical reports. As
quarterly reports to the Board are recomnended,sj
a detailed approach is permitted only for annual reports.

they should not be too large;

Some tables involving the SITC product slassiZication are troposed in the
matrix. However, 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 nrovided in the .rorosed third part of the report.

Farthermorz, 5. ° :he short mmber 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 3 product basis would be

helpful for evaluation purposes and for specific policy Iecisicms.

The recorded relationships will >rigizats 23 statiatizal zadlas.

85 statistical tables.

Single Couble Accumulated
tables tables Total total
Priority 1 5 b 19 19
Priority 2 b 6 10 29
Priority 3 9 12 21 50
Priority b 1 i 15 55
Total. 19 48 85

dowever, if product-based tables are considered, the numoer of tables
#ill be reduced to Sb.

¢/ An exchange of views on the usefulness or short montkly reports (if

a computerized system is chosea) wculi 2 z22lpiil.




Single Double Accumulated
tables tables Total total
Priority 1 5 14 19 19
Priority 2 k 6 10 29
Priority 3 b 8 12 61
Priority 4 1 12 13 S
Total 14 ko S4

The above fizures deservs some ccmments. rirst, the zumber s relati

<0 te %aken Inte aceount will II2f=sr acocording o the system adepted. I o2
2omputerized systam she 2ost o7 additiornszl =ables is Irrslevant, 33 2il =2e

tazles couli bHe alazorated. It is suggestad that, In 2 manual sysism only

y v - 7 - -1 hi - - ¢ m—— -
oriority lareis 1 ard 2 are retained, at l2ast Jor current STaTi3Tilal IeTOrTi.

Secondly, published reports contain only some of the proposed tables.
Priority levels 1 and 2 are again suggested.é/ The other tables, vhenever

elaborated, would be considered as internal working data.

Thirdly, as already stressed, regnlarity of reports must ve 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 inflowv of technology,
being statistical anmlysis mainly lirmited to industry-based iasights.

‘+ wm]ll as the suggested tables, annual reports —ast also crovide other
Tt ;ion, either of a qualitazive or a quantitative nature, in order to

<A .0r a better understanding >f contraciual technology transfer ipflow.

An appraisal of the degree of firm-concentration of 7/T agreements (and
alsc or the characteristics of rirms) i3 deemed useful. As the annual number
of registered agreements is relatively low, the occurrence c¢f ammerous contracts
for just one firm must be checxed in order 30t teo bias statistical outputs and

conclusions.

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

g/ I?7 more comprehensive reports wvere deemed uaseful, scme level 3 tables
could be included, the choice dezending on the purposes of the repore.
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importance of registared agreements. A more detailed analysis of financial
information would be providad in what can be designated a3 part IT of %he
repo .,3/ but a zeneral view of the financial amounts involved (expected
sales and expectsd royalty payments) could be included along with the survey
of the most relevant characteristics of contracts.

Financial estimates of effeets of TTB interveation

Modifications introduced by national authorities into the texts of T/T
contracts (royaliy rates, royalty basis and tax liability) also have a
financial translation. Foreign exchange outflows can be substantially reduced
and tax earnings increased. At the same time, critical geals of national
economic volicy can be fostered (e.g., export premium rates).

Some concern has been expressed abeut the undertaking (especially by MNCs)
of practices that circumvent regulatory activity. Evidence on traasfer pricing

is undeniable.Z’/

Nevertheless, even if reaction practices are taken by some companies, <he
overall balance of national regulation on 7/T sgreements is highly positive and

statistics must record it as clearly as possihle.sj

Data on the financial 2ffects of ITB intervention can be collected from
application forms and from evaluation memoranda, they should bYe recorded on the
contract card. Financial data to Ye taken into account include:

(a) ¥Net sales;

(5) Poreign exchange outflows (with requested royalty rate and with
approved royalty rate);

(¢) Poreign exchange savings;

(4) Foreizn exchange earnings (exports);
(e) 3JNet for=ign exchange earnings;

(#) Tax payments.

e/ See following section.

£/ See E. Bautista and W. Clemente, "Technology policies in the
pharmaceutical sector in the Philippines” (UNCTAD/TT/36).

g/ The expert shares the view expressed in 3autista, op. cit.




Quarterly statistics on the effectszs of TTB regulation =ntil now have been

sucnlied 42 the Bosrd, Their contsnts include:

(a) Estimated foreizn exchange savings (?ive years);
(b) Estimated annual Zoreign exchange savings ser 22¢z ccrniracs;

(¢) PEstimated anmuai foreign sxchange savings per =2ack ecopiracs wit:
reduced payments;

(d) Bstimated foreign exchange earnings from exports (five years);

(e) Estimated annual foreign exchange earnings from exports;

(£) Average anmual foreign exchange esarnings per 28ct axgortizg Iirm;

(g) Estimated tax revenues aceruing to the Gover=mment . ive y2ars ;
(b) Abnnual estimated tax revemue aceruwing <o the covement.y
The sbove data provide a suitable picture of the absclute amounts of savings

and earnings generated by TTB intervention.

Some agreements have no financial projeetions (z2amely, savings oroisc<ions),
due Lo statistical z2llceaticr 3ifficuirias. Those zgreements must 2ot ze Izcluded
in the average computation. There are instances where royalty rates have beea
reduced and financial projections (including savings projections) do not exist.

t The estimated savings for each contract would be understated if all registered
contracts were considered.

Similarly, contracts which do pot involve payments (some pure trademark
agreements), have no savings. In this iastance, saviags are impossible.
Iaclusion of those a.gre'eaents for averaging purposes also causes an understate-

aent of estimated savings for =ach conzract.

Clear statements of the mumber of agresments with reduced royalties are
needed, with financial estimates and an indication of those which have no

payments.

As far as savings in 7oreizn exchange outrlows are concermed, account nuss
also be taken of modifications in tax liabilities. If tax liability vere
assigned to the supplier instead of to the recipient, a corresponding reduction

in foreign exchange outflow will bde obtained.

g_/ Zmployment level has teen cmitted because it is not a financial item.
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The settlement of some ratios between the relevant financial variadiss would
e helpful for the appraisal of the effects of TTB regulation. It would complement
*he absolute values that aave current.iy been used.

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

Absolnte amounts

Poreign exchange outflowez (approved) (5 years/l year)
Foreign exchange savings (S years/l year)
Poreign exchange earnings (export) (5 years/l year)
Net foreign exchange earnings (5 years)

Tax revenues (5 years/l year)

A clear statement of the mmber of agreements considered in each item must
te provided.

Contract average Jacte

Foreign exchange outflown '(a.pproved)y (1 year)
. . /

Foreign exchange saungs"- (1 year)

Poreign exchange earmings (exports )5/ (1 year)

-
-

Tirm average Jata

Foreign exchange earnings

i_/ Only contracts with financial estimates and foreign exchange outrlovs.

J/ Two contract bases can be comsidered: (i) contracts witn savings
estinates and foreizn exchange outflows (payments) ; (ii) eontracts with
Zoreign exchange outflows. Due account of agreements with reduced royalliy rate
sut 2o financial estimates must be takes.

%/ Two contract bases can be considered: (i) all agreemeats with financial
estimates; (ii) only contracts vith foreseen exports. In either case twin
contracts (e.g. licence plus trademark contracts) must be couanted as one, in
order to prevent duplication.
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Zatios

3evrings, reguastad sutllows

Savings/requestad outflows (oniy contracts with reduced payments)
Savings/exporss

xports/approved outflows (%otal number of camparable agreements)
Exports/avproved outlows (only contracts with expected exports)

Other ratios could be established in order ts given a more indepth aporaisal
of TIB work such as: ’

Zxports/requestad outflows (total number of comparable agreements)
Exports/requested outflovs (amended comtracts)

Exports/approved outrlows (amended contracts)

Exports/approved outflows (non-amended contracts)

A sectoral analysis of these financial data has been euvisaged, and it wvas
noted that the level of sectoral breakdown and the variables chosen wvere
conditioned by the nmmber of agreements registered each year. As this will
probably remain low, & too-detailed and deep analysis offers a risk of not
producing significant results.

Sectoral 2reziziswm and fizmaneia® terformance indsxes must e tihcsen
aczordingly. 3y and large, a two-digit ISIC breakdown of absolute financial
monntsil can easily be done s2ach semester. The utilization of averages and
ratios must doe done carefully; it requires 2 minimum mumber of contracts or
2inancial amounts.

The chisef aim orf providing this information is to help the Zoard to take

Jore accurate decisions in line with the overall technological and economic

policies of the Goverment.

The selection of items and their relationships must therefore e subordinated
<0 policy zZoals ~ daza must reflect the level of fulfilment of those goals by
<be TTB in its daily wvork and must also constitute aa input for future decision-
m:.ng’ i .

1/ Poreign exchange outflows, foreign exchange savings and exports are the
203t relevant.




Futher elaboration and debate on statistical rercording of Jinancial
issues is needed. The above set of provosals must be thorouzily anaiysed and
discussed in order to meet the user's needs.

Detailed data on agreements

The data on agreements is aimed at supplying not only the 3oard but also
Philippine business and scientific technological communities with knowledge
about imported techmologies, their suppliers and the general terms and conditions
of contracts.

T8 work must not only be confined to the contrcl and screening of contracts,
it must also use the available information and experiemce in a "provhylactic”
manaer, supplying the business commmnity with the relevant information needed
to obtain better contractual terms and conditions. The price of techrology
t’oadly depends on the relative bargaining power of recipieat and supplier;
the collection of "enveloping information" (on available aliernative :echnologies,
potential suppliers, current contractual terms and conditions, licensing agreements
already set up by supplier) will increase the bargaining pover of the recipient
company and allow it to obtzin a better price. A zood relationship between tae
TTB and the local business commmnity, through the interchange of inZormation,
vill be decisive in improving the standards of technology inrlow.

Technical staff presently provides the Board with a quarterly revort
containing relevant information on each agreement, organized in sccordarce with
a mixed product and industry classification.

The information includes the product, the type of agreement (nev or renewal),
the names of the recipieat and the supplier, and the royaliy raze.

Almost all the relevant information is available. A r=liable basis rfor
a systematic delivery of detailed data on agreements is alreasdy o 2aad., All
that is required are some relatively minor modiZ cations whiza conszist of “he

following:

Sqove af 3distrizutian

Dis*ribution of data =must not be comnfined to the Board, as at present.
A wider divulgzence to the business and scientific and techoological cemmmnities
is needed.
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Questions of secrecy will arise concerning data oa psyments. SHuie XI of
Section 5 of P.D. 1520 allows the assigmment of a confidential nature of certaiz
data: "Upon written request therafor, information and documents received by the
Board for registration of agreements shall be treated as confidential and shall

not be divulged to any private party without the consent of the parties concerned.”

In some countries, confidentiality is a sensitive issue aand divulgence of terms
of contracts is not allowed. A more in-depth exchange of views on this issue
is needed.

Most data on agr=ements (excluding payments) can be freely divulged and will
be helpful for companies wanting (o import techmology. As the requirements of
the scientific aud the business commnities are different, the data czaid bde
obtained as required (for instaace, royalty rates are of lesser importance to
researchers); this will mean additional work which has to be evaluated in the
light of the benefits derived {rom more customer-tailored information.

3 y > - -
friering of 0miraccts

Contracts must be rzaked according to the SITC prodiact classification.

-_a :
~aflrmatior on TCnIYacTs

Slizht changes only are provosed concerning contract data. These apply
t0 product identificatiosn, techrological itams and supplier country.

Product identification must bde detailed and clear in order to te useful.
Where Ze2asible, information on the technological processes involved would also

be welcomed.

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

Clear and detailed product identification and, if feasible, fschrcicgizal
processes or 2ethods of manufacturing

Tachzology items involved

Troes of agreement (new or renewval)
Recipient

Supplier

Supplier countxy

Povalty rate




Pinally, discussion centres on contracts in which data are to be divulzed.
Iaformation until nowv has been provided on aprroved or registared agreements.

Detai.ed disclosure of information is neither an aporaisal of the characteris-
tics of contracts vhich comply with all administratire and legal requirements
and vhich are in force, nor a statement of the financial repercussions of
technology transfer, It provides:

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

(») An insight to the business and scientific communities of the
characteristics of contracts and also of 3oard guidelines on terms and conditions.

If they were confined to registered agreements, the aims of detailed
disclosures of information would uot be completely fulfilled. The range of
information to be provided must be as broad as possible %to0 allow companies
and research institutions %o acquire and develop the most appropriate technologies
under btetter terms and conditioms.

Surveys of =ochnology transfar dayments

In spite of the existence of annual progress reports sent oy recipient
firms, a low of information on foreign exchange outflows due to technology
transfer agreements must be established between the Central 3Sank and the TT3.

Annual progress reports do not guarantee a filly 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 wvith anpual progress {
reports;
(5) Annual progress reports are generally filed some months after the
end of each year; thus, a time-lag is inherently implied. A zood flow of
information from the Central 3ank will avoid this tize-lag and will aliow zore
up-to-data statistical reports;

(¢) Experience shows that some companies 3o not 2¢mply wita -
of annual progress reports; the rate of compliance was about 5C per o
47 per zent in 1379 and 130T, respectivaly. A large provorsion of :
nas, zherafors, n0o repor+s on zayments;

.1} Problams of z2cmputation zan arise., Toreign exchangs iistursements
sy local Tirms are 2ot equal o foreign 2xchange outllows T2c2use o7 The
incidence of wi-hholding =wax. Toreign 2xchange outflows ar2 rea_ly wnat 1ainar

?or statistical curzoses;




amceesarily osrovide an accurate and unhn.ssed account of real fore
sxchange remittances.

(¢) Zinally, even filed under oath, annual progress revorts do not
e1gn

Based upon the good relationships vhich exist between the Central Bank and
the TTB, the =xpert feels that the establishment of the suggested flow of data
will not mean too many problems. As the Central 3ank already has a representative
on the Board and as close ties have been long established hetween the two
bodies, co-overation can be envisaged as being highly orobable and highly
suitable.

The means of technology transfer payments as recorded by Central 3ank are
ignored. FEowever, the information required by the TTB is straightforvard 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 fessible), amount of foreign exchamge cutflows, couatry of
destination of payments, reference period.

Data received from the Central Bank must be stored on contract payments
cards along with other relevant data on contracts, collected from contract
a/
eards.

tem3 to be taken into accouat in payments statistics and analysis must

iznclude:

(a) Contract identification (a distinction is useful between payments
derived f>om old coniracts - that is, contracts registered under BOI/Central
Zank regulations - and TTS registared onfracts);

() Recipient compaany;

(¢) Supplier company;

(4) Country of destination of payments;
{2) ISIC ¢clagsification of agreements;

(£) SITC classification (however, utilization of SITC could mean
problems of illocation of payments in contracts which involve more than one
praduct classification. In the absence of a bremkdown of estimated sales per
product, allocation of payments can be siased 3y sublective 2s3essments.;

(g) Foreign holdings in recipient company;
() Relationships betwveen recipient and supplier companies;

/

(i} Recipient type (state-owvned enterprise, private, mixed) <na
selsction of this information depends, howvever, on its relevance in terms ot
volicy objectives);

a/ If a computerized system is to De :chosern the linkage Zetween payments
:ata and contract card data can be get through an appropriate program and all
<h2 vrocessiang of data will be thereby easier.




N

(!) Amount of foreign exchange ocutflows;
(<] Reference period for payments;

(1) Possible technological items iransfarred, or ra2levant ccabination
of them (this information requires firther discussion and depends on policy
objectives concerning the kinds of technological items scquired under 7/T
contracts).

Besides the data ideatified above, other information on recipient enter-
prises wuld be useful in order to appraise the relsvance of telhnclogy dayment
(and thereby technology imports) for the firm. However, as the forms used do
not provide those data, a high priority to the followiang items snould not be
allocated: ‘

Company size (mmber of employees)
Company sales

Company profits

Company exports

The statistical reports, vhich are the surveys on techmology transfer
payments, should be elaborated each year; a six monthly repor:t on payments
wvould also be useful.

Relationships to be considered in these surveys ineciude:

(a) ISIC versus countries of destiaation of payments;

(5} ISIC versus levels of foreign koldings ia recipient ccmpanies
this supplies information about absolute and relative amounts of rayments
derived from local and foreign-owned entarvtriges, dizazzregated by iadustrial
sector; sempirical evidence suggests that =03% paymeats are generated by
foreign-owned companies. 7For e:anple, in Por<ugal, companies wiza 2° :e: 2en
or more af fcreign n2oidings in 1980 were respoasidls for 37 per cent oF cuzll
ite TO tachnology <raasfar contracts);

S
-
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(¢} ISIC versus relationships between recipient and supplisr companies
{suthoritiss must be aware of the importance of payment 7lowvs which ~emain
inside the :cundari=s of some transnational Iroups; the defini<ion and
implementation of T/7T policies must take into-account those internal flows
vhich, =ore than remunerating technological assats, constitute a means of
international transfer of funds. Portuguese figures Zor 1580 show that
52% of technology transfer payments were due to agreements vhere scme kind
of relationship existed between recipient and supplier);

(1) Countries of destination of payments versus relationsaips betveen
recipient and supplier.

Zhe valu2 of payments must oe axpra2ssed In Unizad 3Statas isllars,
since =ais i3 She surrency 4sed worldwiie For iaternaticnal acccuncts 22é Jor
m0St “2canology transfar zayments by Philippine firms.  Tor <he turzosa 27 2
naticnal :comparison (For items sxgpressed in sh2 zational urrancy |, cha
2Cnvarsion into pesos xzust Ze ione (rates 20uld 2e 2i<ner guartarly ararages
or annual average, 233uming -hat fluctuactions are not t00 Ireat

-3
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The above tahles are the most relevant. 3Jevertheiess, taey are nct the
ouly ones envisaged. _Other helpful relationships can be considered such as:

(a) Those using SITC preduct classifications instsad of ISIC iadustry
classifications !Sihe sxpert wnrefers I3IC ztilizafior "Tor <wc resscns:
(i) TISIC impii=s lsss allacation prodzlams, .1, It Is more adeguates

i3
statistical purpeses. I% aas o te recognized, acowever, that i
setween 7/T paiments a2nd exports were o te made, SITC is dore sulzatla.

(b) ISIC versus technolegical items;

(e) Poreign holdings in recipient company versus technological items
(these relationships imply the existence of a contracts classification
according to technological items; one could he a distinction between licence,
franchise and management agreements; another, between agreemexzts involving the
supply of productive and mamufacturing snow-aow, ard <hese zosily ccancerrzed
vith commercialization, i.e. pure trademark agreements. Utilization of this
type of classification must be in accordance with policy purposes; therefore,
the contents of classification mmst be defined accordingly);

(d) 1ISIC versus "age” of contracts this ..ble 15 alimed at givirng
insight into the importance of old (i.e., contracts registered before the TTB)
came irto existence’ 2aé new contracts fi.2., 2omtracts reglstared sefare Zhe TTR
in accordance with industrial sectors. This table must be interpreted carefully,
since TTB registration does mot imply that the contract is Peally a new one -
it could just be the renewal of an existing agreement, Accordingly, a break-
down of TTR registered agreements intc new and renewal would be userul;

(e) Concentration of rayments according to ISIC;
(r) ISIC versus employment.

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

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

Similarly, payments could be related to exports, at lszast for <he more
important products.

Nevertheless, however useful those comparisons are, they :cannot te uzilizad
in anmal surveys oo T/T payments because national statistics are normally
published with a two-year time-lag, while annual surveys zus< provide uip-no-iase
information, wvith a time-lag of less than three morths.

In-depth studies, where tize constraints are not so =rmcial, the atove

relationships +vith national statistics can be retained,
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A fazther use for data on T/T nayments is for the support of monitoring

activities, i.e. the selection of Jizms and agreements.

Sot all contracts are of the same inrortance and successful ronitoriang
mst bear his in mind because monitoring =il agreements thoroughiy Is to
some extent vasteful. OCnly coatracts i2emed relevans {3Jecsuse of 2ither <he
level of payments, the izmportapee ol <he tachnolagy or thelr aconomic
impact) should be extensively moniitored. Mizor ontracts should e

-

lrthermore, 22ntracts shcus

o

monitored cnly on the dasis »f rand:m samnling.

2150 be scrutinized From 2 Sirm's riswpcint: I some cazses a mulsiplizity of

2onsracts i3 u1sed o eluda 3noanalsli i a2 osulacritia
N

The computation of anmual T/T payaents by each firm will permit the 25
or so more izportant firms to be identified., Those companies will be responsible
for a large share of the total payments and will provide the basis for beginniag
monitoring activities.

In-depth sectoral studies

Surveys of registered contracts were chiefly da2signed to provide information
on terms and conditions of T/T contracts and on the outcome of TTB evaluation
work. It is recognized, however, tnat the text of the contructs (amended in
aceordance 7with national authorities reguirements) is insufficient to convey
the way the agreement will be implsmented and developed. The text of agreement
is only the starting poiat; it is not the complete picture.

Alongside payments and restrictive practices, concern should be expressed
about the real impact of imported techmologises in recipient entervrises, ia
industrial sectors and ia overall scientific an” %achnological capacities,

Thes: coacerns led to the estaplishment of annual progress reports and
zonitoring rerorts. These are the instrumerts 0 determine the "srfsctiveness

of technology transfer”.

In-depth sectoral studies are thererfore cicgely linked with monitoring
reports, in the sense that both try ©=o de =ore in-depth than the text of the
contracts and try to analyse its management and izplementation. Nevertheless,
taeir scope and aims are diverse: =2onitoring repor<c are concerned with the
sontracts thzmselves; in-depth zec<orzl 3iudiss are troader, and desizmed to
enicompass an overall sestoral view 57 the impact of the inflov of technology.
Cn one hard, momitoring 2ctioms will rproviie some of the needed inputs for the
elaboration or in-depth sectoral studiss; on the other, the studies give s
useful backgsound for the ervaluacion znd -onitoriag of individual agreements.
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There are three =sin obieetives of in.depth sectoral studies:
(a) To provide a general picture of the imror® of %technology in the
industry sector concermed;

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

(e) To assess the techmological impact of the iaflov of techmology in
the development of the selected sector. n/

The last objective is envisaged as the most relevant, It transcends the
lixited insight of control of techmology inflow to emphasize the interaction
between technology import and national technological develomment.

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

The elaboration of the studies must be carried out by the ‘PI8B technical
star?, preferably by teams of economists and engineers. Support from other
govermment agencies could be wel.omed, for example, JEDA for more in-depth
statistical data; XNSDB and TRC concerming research priorities and vrogrames
and available technologies; 3CI, 2 matters relatad o foreign Ianvestment and
incentives awarded; and PPO for data conceraing patents requested and granted

2

to national and foreign firms or individuals.

It must be stressed that the studies must be “easible and practical; the
temptation to be all-encompassing and perfect must de avoided. Studies are not
an end in themselves; they are only an instrument. The work of the TT3
techpical starff must be 2 means of nroviding better insizht and a background
for evaluation and monitoring work.

T™wo methodological issues are discussed here berore dealing with the

contents of the studies.

®irst, the scope of %echnological imports. Three channels of technology
import are generally identified: acquisition of equirment and machigzery,
foreign investment and contractual transfer of techmology, :sT2cizally, ~ic2nsing.
Ynlike similar agencies in other countries, the TTB deals only with one of
those channels - licensing agreements - which maxas glcbal aterailsal mole
difficult. Ia an open economy such as Philippines, Zorsizn iavestment achieves
real siznificance (foreizn capital inflow, accordiaz to the Miaistry of

o/ Some of the ideas expressed in this paper drav on "Proposed guidelines
for analysis of specific industrial sectors”, prepared by the UNIDO Secretariat
with the assistance of V. Simdes {ID/WG.325/10).

B |




Indnstry,e-/ amounted to $236.75 amillion in 1980); Mrehermere, the import of

equipment and machinery is the usual vay of acquiring techmology “or small and
asdium-sized entarprises.

Although these facts are recognized, it is essential, nevertheless, to
rely on T/T contracts. This is the work that matters most for TTB purposes,
and time and effort should not be wasted in t~ying to encompass everything.
As well as institutional dirriculties_, appraisal of the content of technological
inflows through direct foreign investment and equ’-ment raises complex
methodological probleas,

An inquiry igto the technical idevelorment of seleeted firms with T/T
contracts has deen proposed, and, the other channels of technology inflow will
then somehow be assessed in an indirect way. Furthermore, foreign equity in
recipient enterprises vill receive special attenmtion.

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

Four main sources of data can bde ideatified:
(a) Data existing in the TTB information system. They include:

(i) Data on t:ms and conditions of T/T agreements;
(ii)} Trata collected from application forms;
(iii) Data collscted from anmual progress reports;

(iv) Trata on :echnology transfsr payments (assuming that the
Central 3ank will provide the above data on payments);

(v) Other relevant data steming from evaluation procedures;
(») rata collected from general statistical series currently
published by JEDA. Particularly userul for sur purposes will be:
{i) Arnual survey of establishments (miniag and quarrying, and
saqufacturing;
(ii) Poreign trade statistics;
(¢) Data provided by other government agencies;

(d) Additional data obtained from the enterprises or from plant visits
9y ~he ITB stal? a5 part of aenitoriag work).

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




”n
1]

Studies will focus on entervrises which have obtained T/T contracts - either

under T3 regulation or velore.

As one of the major objectives of the studies is L0 assess the impact of
technology inflow (via licensing agrsementsz), some time must have elapssd
between the beginning of the contract and the date of analysis. This implies
that recent agreements mst not be comsidersd. Huwever, 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 ocutcome of TTH regulation. In

this connection, due account has to be ziven to the renewal of previous contracts.

Contents of in-devth sectoral studies

The contents of sectoral studies must be in acrordance with the above
objectives. In additiom it must not be forgotten that they are designed %o
promote the effectiveness of regulatory action and to allow the definitionm of
more adequate policy mexsures.

Sectoral studies should generally contain the following four chapters:

(a) General features of the sector;

(b) Contractual technology transfer: =aain characteristics and effects
of TTB regulation (in some instances the assessment of the effects of TTB
interventisen zust be closely related vith the assessment of the impact of
imperted tmehrology. This is varticularly se in cagses where modifications
imposed by the TT3 were conducive to 2 free or vider disposal of tachnology
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¢) Assessaent of the impset of technology import;
(d) Comelusions and policy recommendations.

ceneral features or the sector

It is necessary to note that sector does not necsssarily refer to a . 3 -
6-digit ISIC industry. Sector is an homogeneous production or group of
productions vhere contractual technology transfer asgsumes importance emoug’ to
be the subject of study. In most cases, hovever, sectors could be 2asily

identified with ISIC sutbdivisions.

Iaformation to be gatheied and analysed must refer %o:
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(a) The ixvortance of the sector in an industrial structurs within an
aistorical persrective (the past 6 %o 10 years). Items o be takem into
account include:

Gross outdut
Talue added

Elployngnt_ .
Value of shipments
Total book value of fixed assets

Exports

(>hilippine masuracturing statistics provide all these data, except exports,
ty four-digit izdustry groups for establishments employing 20 or more workers
and by three-dizits for establishments employing five or more workers. Z=xport
data must be collecied from foreign trade statistics);

(b) Structure of production.

The identification of the zain manufactured products, their level
of importance and techmologicxl content. Mamufacturing stages deserve careful
attention, as rar as ISIC classification does not reflect them adequately (in
electric and elscironic industries, for instance, it fails to distinguish
between the maguZacturing of basic devices and their later assembly; in
paarmaceuticals only a four-digit classification provides the distineticn
between the mere dosage formulation and the masufacturing of basic drugs);

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

R2lationships between firms: vertical integration;
subcontracting

R0le of small and medium-sized enterprises: importance of
3MIs in the sector, in terms of outrut and smployment
(sventually, also value added) p/

Larel of market concentration: it can be measured by the
saare of the sales of the four main firms for the most
I=rortant products (data of this kind may not be available;
aeTertheless, a rough evaluation of market concentration would
e acceptable);

(d) Cwmersaip patieras.

Statisties on macufacturing provide information on the form of
owvnership of establishments :in five classifization groups: indiviiual
oroorietorship, cartnership, corporation, association and Govermment;

(e) Izportance of roreizn entervrises.

Some data on the level of foreign ownership in the concerned
3ector must be trovided; itams such as sales, employment, gross output or ook
Talue of fixed 233ets could e wtilized.

p/ Maguracturing stasiiztics on employment levels for each establishment
already provide 2 userul proxy for the relative importance of firms.




The importance of foreign firms according to their relative export
perforzance sould slec be retnined,

However, data on performance of foreign compenies established in the
Philippines are not available; as is the case with data oa the stock of
foreign investment. Only data on the flow of approved foreign investaent is
available and currently supplied by BOI;

(£) Poreign trade.

Increasing export perfuoTwance is one of the main concermns of
Philippine economic policy. It is reflected in the TTB method of evaluating
agreements and establishing romalty rates. In most cases a royalty premium is
granted on exports; svailable data om effects of TZB regulation seems to show
a more flexible approach to contracts linked with exports.

Appraisal of most relevant features of foreign <rade in the sector must:
be provided, i.e. the Z2llowizg ratics:

Exports/gross output

Imports/gross output

Sxports/lHports -

Zxports of foreign companies/total exports

Share of the exports of main products in total sector exports,

identifying the main exporting products;

(g) Besides the above items, an overall view of the sector must be
given, in qualitative terms. References to develorment expectations, policy
guidelines, technological level reached, and dynmamics of entrepreneurship
sould be helpful in providing & bdbackground for a more detailed analysis of
contractual technology transfer.

Contractual technology transfer: main characteristics and effescts
of TTB regulation

T™is chapter lesans heavily on data collected and analysed by the 78 in
its current statistical work. Th- statistical system described previously
supplies all the information needed.

There are three main aeadings in this chapter:

(a) GCeneral features orf comtracts;
(b) Outflows derived from contracts;
(e) Assessment of TTS regulatiom.

General features of contracts

(a) Chacacterization of recipient enterprises:

Ownership patterns

Relationship wvith the supplier

Size

Relevance of the agreement for the company (diversification,
vertical integration or maintenance of previous productions
7ia remewil);
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(5) Charscterization of sapplier companies:
Countries of damicile
Size
Other agreements already registered in the Philippines;
(¢) Technological items transferred and type of agreement (new or
reseval);
(d) Products invelved:
Technological content
Previocus production in the Philippines
Market destination (internmal market or exports)
Effects on other industries;
{s) Contractual terms and conditioms:

Dursation

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). Hovever, an effort must
be made to ineclude only contracts actually in force; agreements already
expired should not be considered. PFurthermore, distinction between contracts
approved under Central Bank/BOI and under TTB re Uation would be helpful.
It could provide some insight into the extent of _odifications arising from
<he latter.

Outflows derived from contracts

T™is data will be based on infovmation supplied by the Ceatral 3ank.
I feasible, time series :ould include payments i. the last five years; this
would provide information on the historical avolution 37 I/T sayments 2izther
in absolute or in relative terms (by comparison with relevant data collected
from statistics on aanufacturing industries).

Data on payments to de included in sectoral studies mmst highlight the

Zollowing aspects:

(2) Absolute level of paymerts each year, diszaggregated according to:

Countries of destination of foreign exchange outflowv
Levels of for=ign holdings in recipient companies
Relationships between recipient and supplier companies
Products classified by SITC standards

"Age" of contracts g/;

g/ These disaggregations have already beea suggested, although the last
<wo were considered less important. Current statistics on psyments would
provide “he required data on absolute level of payments.




I¥T)

(b) Relative level of payments. Ratios aimed at »rovidiag iaformation
on the relative magnitude of 7/T payments would be helpfal; a betier 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
7/T payments/sales
T/T payments/value added
T/T payments/exports

T/T payments/profits
T/T payments/R and D expenses

However, data on profits and Research and Develorment expenses are not
currently published. The above relationships are stated more on 2 "desirabdle”
than a "realistic” basis.

Appraisal of the importance of contractual ?/T vis-d-vis direct foreign
investment would also be useful. However, on the question of methodology,
the ratio T/T payments/inflov of foreign investment can be obtained more
easily with *he available data on foreign investment.

It would be preferable to have a breakdown of the above ratios accordirg
to the ownership (national versus foreign) and the size (measured by
employment ) of companies, but this would cause some proolems.

Assessment of TT3 regulation

The aporaisal of the effects of TT3S intervention on T/T contracts cam de

developed in three ways:
(a) Coatractual terms and conditions:

Royalty rates and lump-sum payments
2oyallty vase

Duration and renewal conditions
Restrictive clauses

Y — I 3 3 P Py D momen
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the proposed statistical tables by comparison between <the initial and
versions r/;

[
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(b) Fizancial effects. On one hand, the financial estimates broken
down as suggzsted earlier, using the five years figures would be satisfactory.

On the other, it could be asked if it would be worihwvhile checking those
sstimates against the real data availablé fTom The anntidl progress rerorts and
from the Cent:ral 3Bank on payments., It could be usefui :to get information on
the effective Zinancial outcome of TTS regulation. Aithough this cheek is

r/ See matrix reproduced earlier,
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difficult, its imnlementatior in connection with monitoring reworts could
e enrisaged. This issue deserves further analysis;

(¢) =frfects on technological performance. The T™B conditioms for the

registration of agreements chiefly concern ecoromic, financial and legal
natters (royalty rates, export restrictions, terminatiom rights, grantbdack
conditions, arplicable law and the settlemeat of disputes etc.). Conditioms
of a techmological nature, such as training programmes and settlement af linkages
with national engineering firms, are less frequent. Yevertheiess, a technological
evalnation is made by technological staff, more with respect to appraising
the complexity and sophistication of technologies in order to determine
adequate royalty rates, than wvith a view to intreducing modirfications in the
conditions of transfer of techmological knowledge. In pure licensing
agreements the scope for introducing changes of a technological nature is

ther limited when compared with that provided in "process package”
contracts. s/

TTB regulation has direct and indirect effects on technological
performances cf recipient irms z2zd on the Improvement of secisntific and

technical capacity that must be appraised. The following issues could be
considered:

Training programmes
1ocal manufacturing programmes

Full transfer of techmological 1ncw zow

Disaggregation of teclnological packages

Adaptations of technologies to local conditions and requirements
Z3tablishment and development of R 2and 2 Jacilities

Still-gver a27f2cts
linkxages with natioral ang
Zaducvnion 2r elimiration o

- M A - 1
sachnoleogy suppliar

ering and coasulzing Tirms
<-tarminaticn iependerce on
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Assessment of the impact of techmology import

The purpose of this chapter i3 to see how T/T contracts have been
aenaged, and now they contributed to the development of Philippine
manufacturing industry.

Igputs for analysis must be collected from:

(a) Annual progress remor<ts;

(o) Inquiries conducted from a selected sample of companies. These
inquiries will not only be an input for the study but could also de
considered as monitoring actions, in the sense that they would provide
insights into the effective implementation of T/T agreements

3/ "Procass package” is quoted from "Handbook on the acquisition of
technology by developing countries” (UNCTAD/TT/AS/S).




This chapter of the study co=prises an slatoraticn of the followvins
issues:
(a) Effect of imported techmology on =z2 develistmens 27
recipient companies;
(b) Loeal techmological adaptation and devslopment;
(¢) Recipient-baseda diffusion of technology;
(d) Practical constraints on the mastering of imported technology.

Iffect of imported techmology on the deveiovment
of recipisnt companisas

A reviev of the growth of the company would be made in osrder to evaluate
the role played by foreign technology. At the same time, an analysis must
be undertaken of the importance of imported techmology in the firm's produaction,
in an attempt to understand the extent firms depend on the supply of foreign
know-3ov and Srand names for their growth.

Tocal techanological adaptation and develovment

Technology import and technology mastering are 2ot synonymous: <0 de
successful in natiomsl terms, the import of techmology must be followed by its
assimilation, adantstion and further development. If this is not done, then
a strong dependency link will become established and will increase as the
technology grows old-fashioned, outdated and new develomvments take dlace in

foreign countries.

The agsessment of the impact of techmology inflow must take into account
the level of local assimilation, adaptation and develomment »f imported
technologies. Monitoring -eport 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 techmology.

Information must be obtained concerming the following issues:

(a) Speecific actioms with regard to adaptation and develooment of imported
technologies (on-the-spot changes, planned adaptations to local comditions,
outcome of researz2n and development efforts; underlying reasons, it any;
skills of personnel that carried out these sctions);

(b) Level of skill of persomnnel (data can be collected rom annual
progress reports);




(¢) Research and iavalopmernt facilities and expenses (progress revorts
also provid= some data);

(d) Linkages with, and promotion of, local technological services
(engineering and conmsulting firms and govermment research institutions);

(e) Role of foreign supplier on adaptative actions.

Recipient-tased diffuslon of technology

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

Possible ways of diZfusion of knowledge include inter alia:

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

(v) Copying;

(¢) Outflow of skilled persomnel;

(d) Subcontracting;

(e) Co-operation with R and D centres and tecanoiogical services:

Sublicensing (or licensing).

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

Practical sonstralats on che mastaring of imporsed tecanology

Identification of the 7arious factors which limit the internal adoption
and adaptation of foreign technology is a critical issue for an adejuate
definition of policy measures conceraing techmology transfer and development.

Due account must be zivean to the following items:

(a) Limitations arising from the text of the agreement (such a3 shoss
stemming from restrictirve zlauses);

(b} Poor collaboration of supplying partners in the implementation of
the contract (insufficient <raining and defective supply of xnow-how!;

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

(d) Shortcomings arising from the overall technological development level
of the country.
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Conclusions and policy recommendations

T™e outstanding aim of these in-depth sectoral studies is %o contribute
to the formulation of more suitable policies on technology transrer and
development, =ither in general teras or, more specifically in the concerned
sectors. Policy recommendations are therefore the culmination of the work.







