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A.  INTRODUCTION

Many of the di r ec t  foreign investments  in p e t r o c he mi c a l  industries  

in the ASEAN countries have taken the form of joint  ventures involving  

shared ownership between l o c a l  and foreign partners .  The joint  venture 

route in establishing p e t r o c h e mi c a l  firms i d*- be a t t r i buted,  on one hand,  

to the fact  that  t echnology is a c r i t i c a l  input which is avai l abl e  from 

the more developed countries outside of ASEAN- On the other hand,  

l o c a l  par t i c i pat i on in p e t r o c h e mi c a l  joint  venture is often necessary  

to obtain government approval  for the investment  as well as to gain  

easy access to l oca l  markets .  Study of joint  venture in the pe t r o c h e mi c a l  

industry,  t her ef or e ,  allows an ex a mi na t i on  in microcosm of the dynamics  

of joint  venture .

The survey of p e t r o c h e mi c a l  f i r ms  is par t i cular ly  interest ing in the 

ASEAN countries a;  these industries t radi t i onal l y  start  from f abr i c a t i on  

and f inished-product  processing and are now evolving towards manufacture  

of i nt e r me d i a t e  and basic raw m a t e r i a l s .  This process of backward 

int egrat i on is expected to require more technology input and,  h e n c e ,  

more par t i c ipat i on by foreign investors in l o c a l  ventures .  An assessment  

of joint  venture pr a c t i c e s  is thus t i mel y  in light  of these industry d e v e l o p ­

ments .

The basic obj e c t i v e  of this survey of joint  venture p e t r o c h e mi c a l  

firms in five ASEAN countries ( Indonesia , Malaysi a ,  Phi l ippines ,  Singapore,  

and Thai land)  it to develop an informat ion bate on sel ected p e t r o c h e mi c a l  

joint  ventures in the region comprising internal  s t r uc t ur e ,  government
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framework,  general l egal  f r a m e ,  i mpl e me n t a t i on  met hods ,  operat ions  

s c he me s ,  and respondent ' s appraisal  of its joint  venture. .  The study 

also covers  a br ief  review of the ASEAN countries as well  as the ASEAN 

p e t r o c h e mi c a l  industry.

To form die basis for the survey,  about 19 companies  from the five 

ASEAN countries were sel ec ted for i nt er view.  To qualify as a respondent ,  

the firm must be one which is involved in the manufacture  of p e t r o c h e mi c a l  

product  and is an equity joint  venture between local  and foreign partners .  

The l o c a l  partner may be government  or a government  agency of the host  

developing country or l o c a l  pr ivate  companies or individuals .  The foreign  

partner  may .either be a developed country corporat ion or indi vi dual .

The distribution of the respondent firms by country was largely  

determined by the a v a i l a bi l i t y  of respondents.  Some companies  i ni t i a l l y  

ident if ied did not respond for i nt er  v i e w. The final  breakdown of the 

respondent firms by country is as follows:

Country No.  of Respondent Firms

Indonesia 3

Malaysia 3

Phil ippines 9

Singapore 2

Thailand _2_

Tot al  ¿9.

As will  be discussed in more detai l  susbsequent ly, most of the 

surveyed firms are downstream companies  which manufact ure  f inal  

pe t r o c h e mi c a l  products such as pl a s t i c s ,  synthet ic  f ibers ,  and f e r t i l i z e r s .

y ,  m i  j i m  M V iipv* 11 i.
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Only one firm from Singapore is involved in the operation of an upstream 

olefins plant to produce basic raw mater ia l s  for the pe t r o c h e mi c a l  industry.  

It is also noteworthy to mention that  another respondent is an ASEAN 

Industrial  Project  where there is par t i c ipat i on by the governments of  five 

ASEAN countr i es .

The interviews with the various respondent firms were i n i t i a l l y  

arranged through The SGV Group offices located in the countries surveyed.  

An interview guide was developed based on the t erms of r e f e r e nc e  for the 

survey.  In each of the respondent f i rms,  the person interviewed is generally  

the c hi ef  operat ing officer  or a designated senior management  o f f i c e r .

After  the interviews,  all  the data gathered were c o l l a t e d ,  a n a l y z e d ,  and 

e v a l ua t e d .  The report  that  follows summarizes the findings of the  survey 

including ell relevant  information gathered during the course of the study.



4

B. BACKGROUND ON ASEAN COUNTRIES

The Association of South East Asian Nations (ASEAN) was formal ly  

organized in Bangkok in 1967 . It is an a l l i a nc e  among the Republic of 

Indonesia,  Federal  Republic of M a l a y s i a ,  the Republic of the Phil ippines,  

the Republic of Singapore,  The Kingdom of Thai land,  and since January 7,

1 984 ,  Negara Brunei Darussalam.

The six countries together  comprise one of the fastest  growth regions  

in the wor l d .  The region is r ichly endowed with natural  resources and skilled  

manpower .

The Associat ion undertakes a c t i v i t i e s  in various fields to a c c e l e r a t e  

the economic  and sociocul tural  development  o.' the region.  It has b e c o me  

a united front for promoting peace  and s tabil i ty within Southeast  Asia .

Except  for Singapore,  all  ASEAN countries publish Five Year  Development  

Plans within t h e c o n t e x t o f  l onger - term policy o b j e c t i v e s .  In the fift ies and 

si xt ies ,  these plans were general ly more  oriented towards manufact ur ing,  

with less emphasis on the agr i cul tural  sec t or .  In the 1 9 7 0 s ,  a more balanced  

approach to the development  of both sectors was pursued.

In the e ight i es ,  ASEAN will  continue to st rive for indust r ia l izat ion and 

agr icul tural  development ,  focusing on e x p o r t - o r i e n t e d ,  l a b o r - i n t e n s i v e ,  and 

e ne r g y- r e l a t e d  industries as well  as industries that  u t i l i z e  indigenous resources .

A brief  discussion of  the e conomi c  and p o l i t i c a l  developments  in each  

of the five ASEAN countries surveyed as it relates  to industr ial  development  

follows,

1.  Indonesia

Indonesia is an archi pelago 5 , 1 1 0  ki l ometer s  wide and 1 , 8 8 8

ki lometers  long.  Its land area of over 1 . 9  mi l l ion square kilometers

rr
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makes Indonesia the 15th largest  nation in the world.  The country  

is divided into five major  islands:  J a v a ,  Sumatra ,  Kal i mant an,

Sulawesi ,  and Irian J a y a ,

Indonesia is the fifth most  populous nation in the world,  

with a total  population of over 155 mi l l ion in 1983 . Population 

grew at the rate of 2 . 3 $  between 1971  and 1 9 8 0 .  Of the total  

populat ion,  1 8 . 6 $  l ive in urban ar eas .  The population is 

primari ly of Malay descent  and consists of more than 300 ethnic  

groups speaking 350 d i a l e c t s .  The nat ional  and o f f i c i a l  language  

is Bahasa Indonesia.

Indonesia is a unitary republic with the Const i tut ion vesting  

the highest  authori ty in the People’ s Consul tat ive  As s e mb l y ,

The Const i tut ion provides the establ ishment  of four indepen­

dent branches of gover nment :  the President ,  the House of

People' s  Representat ives ,  the Supreme Audit  Board,  and the 

Supreme Cour t .  The Const i tut ion also provides for the establ ish­

ment of the Su prem e A dvflor)'  C ounci l  to funct ion as an Adviser  

to the President .

On March 10,  1 9 8 3 ,  the People' s  Consul t a t i ve  Assembly  

e l e c t e d  incumbent  President Suharto for his fourth successive  

t e r m.  The assembly also e l e c t e d  ret i red General  Umar  

W irabadiknsum ah as Vice  President .  The President is responsible  

for the administ rat ion of the s t a t e ,  a task which includes the 

supervision of the armed f or ce s .
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I d 1SS3,  Indonesia’ s GDP growth was approximately  2 . 9 <£>, 

an improvement  over  the 2 . Ho rate registered in 1 982 .  Although 

external  demand improved for a number  of Indonesia' s  major  

non-oi l  exports ,  domestic demand remained weak due to 

stringent monetary and f iscal  pol ic ies  and to the terms of trade 

losses suffered in 1 9 8 2 .

The  trade surplus shrank 14.8<5S> from U S $ 5 . 4 bil l ion in 

1982 to US$ 4 . 6  bil l ion in 1 9 8 3 ,  due mainly to the depressed 

market  for o i l .  A large volume of foodgrain imports were also 

needed to counter  production short fal l s .  The country’ s overal l  

external  resource position remained unfavorable in 1983 with an 

of f i c i a l l y  projected current  account  def i c i t  of U S $ 5 . 9  bi l l ion,  

close to the US $ 5 . 5  bil l ion def ic i t  incurred in 1 9 8 2 .

Id 1 983 ,  the Government took a series of measures intended to 

improve the external  resource position and to sustain development .  

A subsidy on domestic  oil  products was reduced ".nd a 2 8 cur r ency  

devaluat ion strengthened the i nt er nat ional  compet i t iveness  of the  

country' s  expert  products .  In the same y e a r ,  the Government  

announced the re-phasing of several  large industr ial  projects and 

a reduct ion in public investment  by approximately U S $ 1 0 . 0  b i l l i on .

Since 1969,  Indonesia has moved towards economic  develop­

ment through a series of f i v e - y e a r  plans,  or Repel i tas ,  The first  

two plans covering the periods 1969 - 1 9 7 4  and 1974  - 1979 gave  

emphasis on food production and primary export  goods.  Repeli ta  

III shifted the emphasis from the development  of natural  resources
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to the establ ishment  of l ight  and basic industr ies ,  giving priority  

to import -subst i tut ing and agro- based industr ies .

Repel i ta IV took e f f ec t  in April  1 9 8 4 ,  essent ial ly  continuing  

the basic pol ic ies  set forth in Repel i ta III .  Emphasis is placed  

on a gr i cul t ur e  in an effort  to a c hi e ve  s e l f - s uf f i c i e nc y  in food 

product ion.  Industrial  development  measures are a imed at  

expanding employment ;  promoting expor ts ;  saving foreign e x change ;  

supporting regional  growth;  and ut i l i z i ng  human and natural  

resources .

2 .  Malaysia

The Feder al  Republic of Malaysia is composed of 13 s t a t e s .  11 of  

which form Peninsular Ma l a y s i a .  The other  two states . - e  Sabah 

and Sarawak on the Island of Borneo.  Tot a l  land area amounts to 

3 3 0 , 4 3 4  square ki l omet er s ,  mo s t  of which is mountainous.

Populat ion in 1983 is es t i mat ed at 1 4 . 5  m i l l i o n ,  consist ing  

mainly of Malays ( 5 4 $ ) ,  Chinese ( 3 5 $ ) ,  Indians ( 1 0 $ )  and o ther s .  

Slight ly over  a mil l ion people l ive in Kuala Lumpur,  the c a pi t a l  

c i t y .  Current  population growth rate is approximately  2 . 8 $  

per annum .

The  Malaysian form of government  is a const i tut ional  

e l e c t i v e  monarchy and was formed as an independent  p o l i t i c a l  

unit in 1 9 6 3 .  Its goveromett inst i tut ions are pat terned along  

British lines with l egis lat ive  powers vested in two houses of  

Parl i ament :  the Dewan Rakyat (House of  Representat ives)  and the

Dewan Negara ( S e na t e ) .  Nat ional  e x e c u t i v e  power is vested in
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the Prime Minister  and .he Ca b i n e t .  The t i tular  head of State  

is the Yang Di -Pertuan Agung (King)  who is e l e c t e d  from 

among the nine ruling sultans in peninsular  Ma l a y s i a .

Malaysi a ’ s GDP registered a growth of 5 . 6 % in 1 9 8 3 ,  

a sl ight  increase over  the previous year ' s  5 . 2%.  Growth 

a c c e l e r a t e d  In most sec tor s ,  e x c e p t  a g r i c u l t u r e ,  where 

growth decl ined to 2 . 1%, and c ons t r uc t i on,  where growth 

decl ined to 8 . 4 % .  Large expansionsin crude oi l  and natural  

gas production led to an i mpr ove me n t  of the mining sector  

by 2 0 . 2 % over  the 1982 l e v e l .

A 15% increase in exports coupled with a 7% incr ease  in 

imports resulted in a posit ive trade a cc ount  of US$470  mil l ion  

compared with a US$368 m il lion def ic i t  in 1 982 .  The current  

account  d e f i c i t ,  however ,  amounted to U S $ 2 . 8  bi l l ion and was 

f inanced mainly by large c a pi t a l  inf lows.  The currency remained  

steady in 1 9 8 3 ,  st rengthening against  most  currenc ies  but  

depreci at ing sl ightly against  the U . S .  dol lar .

In 1 983 ,  adjusting government  expendi ture  to the difficult  

resource si tuation was the major  i ssue.  The focus of  the 

adjustment  was placed on development  spending.  The  reduct ion  

of dependence on o i l ,  gas ,  and coal  as foreign excha nge  earners  

continued to be emphasized and the r e l a t i ve  roles of the public  

and private sectors c a me  under r eview,  par t i culary  with regard  

to the development  of the industrial  s e c t o r .
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Prior to 1969 ,  the government  rest r i c ted i t sel f  to 

providing the basic infrastructure and the incent ives  necessary  

foi economic  deve l opme nt .  However ,  events in that  year  led to 

the adoption of the "New Economic Pol i cy" ,  the o bj e c t i v e s  of  which 

were the e r adica t ion of poverty and the cor r ec t i on of  the e conomi c  

i mbal ance  which exists between the rural  and urban a r e a s .

I mplementat ion of the h w Economic Pol icy has required a 

greater  involvement  of the Government  in e c o n o m i c  devel opment .  

This is done through the State  Economic Development  Corporat ion  

and government-sponsored corporat ions such as the Nat ional  

Corporat ion (PERNAS) and the Development  Bank of Ma l a y s i a .

The Government is also prepared to become involved in eco no mi c  

development  projects ,  ei ther  by i t sel f  or in joint  venture with the 

private sec t or .

A shift in emphasis has taken place from import  substitution  

to export  promot ion.  However ,  a major  problem of the expot t  

trade of Malaysia has been the instabi l i ty  of its export  earnings .

To counter  this,  the Government has embarked on a program of  

industr ial izat ion and economic  d i ve r s i f i ca t i on .  High prior i ty is 

being accorded to l a b o r - i n t e n s i v e ,  r esour ce ' based,  and e xpor t -  

oriented industrial  pr oj ec t s .  The Govetnment has also taken steps  

to encourage the dispersal of industry to less developed a r e a s .  

Investments which conform to this policy are granted a t t r a c t i v e

incent ives
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3 .  Phil ippines

The Philippine archi pelago consists of ove r  7 , 0 0 0  islands,

11 of which ate  major  land masses .  The  islands are grouped into 

three geographic  regions,  Luzon , Vi sayas ,  and Mindanao,  with an 

a ggr egat e  .and area of 300,439 square ki l omet er s .

As of m i d - 1 9 8 2 ,  the population was e s t i m a t e d  at  5 0 . 7  

mi l l i o n ,  exhibi t ing a 2 . 4 % increase  over  the 1981 figure of  4 9 . 5  

m i l l i o n .

The Philippines is predominantly Cathol i c  (90%) and Filipinos  

are primari ly of Ma l a y  s t ock.  The country was under Spanish 

col oni zat i on for almost  400 years and under Ame r i c a n  control  for  

another  50 years ;  many aspects of the cul ture r e f l e c t  the combined  

col oni a l  he r i t a ge .  Pil ipino is the nat ional  language and there are  

a number of other di al ec ts  but English is wi dely  spoken.

In 1973 , a new const i tut ion was rat i f ied changing the form of  

government  from a president ial  b i - c a m e r a l  system to a pa r l i a me n t a r y  

form with l egis lat ive  power vested in the Nat ional  Assembl y,  and 

j udi c ia l  powers in the Supreme Court and lower c o u r t s .  A plebi sci te  

in 1981 provided for the amendments to the c o n s t i t u t i o n ,  t rans­

forming the par l i amentary  government  into a F r e n c h - s t y l e  system 

where the President appoints the Prime Minister  and the members of the 

C a b i n e t .

The Philippines* GDP growth rate d e c l i n e d  in 1983 to 

a ppr oxi mat el y  1% from 3% in 1 9 8 2 .  Due to severe e x t e r na l  resource  

constraints  and excha nge  rate and other u n c e r t a i n t i e s ,  the performance
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of the industrial  and services sector  was weak.  In the s a me  period,  

a gr icul tur a l  output decl ined as a drought af f ec t ed the production  

of r i ce and corn.  External  demand ano increases  in the price of 

copper ,  gold,  and si lver  led to some production gains in the mining  

s e c t o r .

Events following the death of opposition leader  Benigno 

Aquino in August 1983 led to massive capi t a l  fl ight  in the last  

half  of  the year  and a need to restructure around US$ 10 bil l ion  

of the countr y ’ s U S $ 2 5 . 2  bil l ion in foreign debt .  Negot iat i ons  

are current ly underway with the IMF for a US$650 mi l l ion standby 

credi t  f a c i l i t y  the approval  of which is e xpec t ed to pave the way 

for an addit ional  U S $ 3 . 3  bil l ion funding from the count r y ’ s 

c o m m e r c i a l  c redi tors .

While merchandise exports decreased,  the decl ine  in imports  

was sl ightly l ar ger ,  resulting in a narrowing of the 1983  t rade  

def ic i t  to U S $ 3 . 1  bil l ion from U S $ 3 . 3  bil l ion in 1 9 8 2 .  The 1983  

current  account  def ic i t  was U S $ 3 . 3  bi l l ioc  c o mpa r e d  to U S $ 3 . 4  

bil l ion in the previous year .

Foreign exchange scar c i ty  and f iscal  const raints  led to the 

deferral  of five of eleven major  industrial  projects  or i g i na l l y  

planned.  The alcogas  program,  the pulp and paper m i l l ,  

aluminum smel t er ,  the high-powered diesel  engine p r o j e c t ,  and 

the p e t r o c h e m i c a l  plant have been indef ini tely postponed.

The Cent ral  Bank expanded its administ rat ive  controls  by requiring  

one month advance approval  of imports  of equipment  and spare 

parts e xceedi ng  c er t a i n  l i m i t s .  Two exchange r a t e  adjustments
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ef f e c t i ve l y  devalued the currency by 3 4 - 5 ^  in 1S83-  In June of 1 9 8 4 ,  

another devaluat ion vas impl emented,  raising the exchange rate from 

PI 4 - 0 0 to P 1 8 . 0 0  per U S $ 1 . 0 0 .

In the 7 0 *s, the Government enacted measures intended to 

encourage economic  development .  Expor t -or iented industries  

were encouraged,  price control  pol ic ies  were adapted,  and a 

f loat ing exchange rate system for the peso was i mpl ement ed.

The r evi t a l i z i ng  effects  of these measures ,  however ,  were coun­

tered by higher fuel costs,  low commodity pr ices ,  and the 

prolonge worldwide recession in the la t e  seventies and early  

e i g h t i e s .

The F i v e - Y e a r  Development  Plan c o v e r i n g  t h e  p e r i o d  1983  

to 1987 was designed to help the country over come its st ructural  

i mbal ances . '  The plan aimed at  sustaining eco no mi c  growth 

through greater  re l iance  on domestic  resources rather  than through 

foreign borrowings.

With the recent  economic  di f f i cul t i es ,  economi c  priorit ies  

have been refocused on projects wi th high s o c i o - e c o n o m i c  i mpact  

and short gestat ion periods.  Development  efforts will  l ikewise  

be di r ec ted toward a balanced agro- indust r ial  pol icy to increase  

the country' s  abi l i ty  to reduce food imports ,

A Structural  Adjustment Program ini t i a t ed in 1981 will be 

continued in an effort  to remedy the country' s  fundamental

dif f i cul t i es  in resource ut i l izat i on and mo b i l i z a t i o n .
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Develooment  programs are current ly underway in s e l e c t e d  

industries such as c e me nt ,  t e x t i l e s ,  e l e c t r o n i c s ,  food processing,  

garments ,  l eat her  and footwear ,  and furni ture.

Policy reforms in the energy sec tor  continue to emphasize  

more e f f i c i ent  ut i l izat i on and conser vat i on,  as well  as the 

development  of indigenous energy sour ces .

4 .  Singapore

The Republic of Singapore is l o c a t e d  at  the southern tip 

of Malaysia  and consists of the main island of Singapore and some  

54 islets with a total  land area of 618 square k i l ome t e r s .  It is 

connect ed to Peninsular M alaysia by a road and rai l  causeway  

and shares a common sea frontier  with Indonesia.

Singapore has a ponulation of appr oxi mat el y  2 . 4  mi l l i o n  

people .  Population growth in 1982 is 1 . 2e7o . The population  

consists of Chinese ( 7 7 ^ ) ,  Malays (15<7a), Indians and Pakistanis  

(6$ )  and Eurasians and Europeans ( 2%) .  There are four o f f i c i a l  

languages:  Mal ay ,  Mandarin Chi nese ,  T a m i l ,  and English.

Malay is the nat ional  language and English is the language of
/

administ rat ion and business.

Singapore is a de mocr a t i c  republ ic  with a par l i amentar y  

system of government  based on coropclsary adult  suffrage.  

S e ve nt y- f i ve  members of Par l i ament  are e l e c t e d  and serve f i ve -  

year  terms unless Parl iament  is dissolved e a r l i e r .  The bead 

of State is the President who is e l e c t e d  by Par l i ament  to serve  

a f our - year  t e r m.  Execut ive  power,  however ,  rests with the 

Prime Minister  and his 1 4 - me mb e r  Ca bi ne t .
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Id 1 9 8 3 ,  Singapore’ s GDP grew 7 . 9 ak  compared with a 6 . 3 “̂  

growth rate in 1 9 8 2 .  Growth was spurred by a turnaround in the 

manufacturing sec tor  and the improved performance of the f inan­

c i a l  and business s e c t o r .

Taki ng advantage of e c o n o m i c  recovery in the United  

Stat es ,  Singapore increased its exports by 5 .  l ô . Imports,  how­

ever ,  remained unchanged.  As a result of this,  the t rade  

def ic i t  decreased from U S $ 7 . 4  bil l ion in 1982  to U S $ 6 . 3  bi l l ion  

in 1 9 8 3 .

Singapore’ s development  in the 1 9 8 0 ’ s will  be aided by the 

rest ructuring of its economy to emphasize h i g h - t e c h n o l o gy ,  

ski l l - i ntensi ve  , and c a p i t a l - i n t e n s i v e  industr ies .  This e c o n o m i c  

rest ructuring is being supported through programs to upgrade 

t e c h n i c a l ,  o r ga ni z a t i ona l ,  and c o m m e r c i a l  skills through f iscal  

incent ives  aimed at encouraging extensive me c h a n i z a t i o n  and 

aut o ma t i o n .  Industries that  have been ident i f ied as priori ty sectors  

for t h e  13 8 0 ' s  include p e t r o c h e m i c a l s ,  precision and me t a l  

engineer ing ,  a i r c raf t  engineer ing,  oil  rig equipment ,  and 

i n d u s t r i a l / c o m m e r c i a l  e l e c t r i c a l  and e l e c t r o n i c  manuf act ur i ng  

par t i cular ly  computers ,  t e l ec o mmun i c a t i on  equipment ,  and indus­

t r ia l  robots.

Thai land

The Kingdom of Thai land occupi es  much of the western 

part of the Indochinese peninsula.  It has a t o t a l  land area of  

5 1 4 , 0 0 0  square k i l ome t e r s .  Thailand bad an e s t i mat ed popula­

tion of 4 8 . 9  mil l ion in 1 9 8 2 ,  growing annually at  a rate of 2.6*^



- 15  -

from 19 7 C to 1 980 .  Toe population is composed of more than 30

ethnic groups,  the largest  of which are the Thais followed by the
«

Chinese and the Malays .

Thai land’ s government  is a const i tut ional  mona r chy .  The 

execut i ve  powers of the King are exerc i sed by the Prime Mini ster  

and his counci l  of Ministers ,  his legis lat ive  powers by the 

National  Assembly,  and his judicial  powers by a j udi c i a r y .

Prel iminary es t imates  for 1983 place Thai land’ s GDP at

5 .  S°!o , composed of a 37> increase  in agricul ture  and an 87a increase  

in industry.  During the yea r, economic  a c t i v i t y  r ecovered from 

the recession of the previous y e a r .  Lower domestic  interest  rates ,  

stable oil  prices,  and inventory re- s tocking led to an expansion  

of product ion.  The r ecovery was strong in sectors such as c o n s ­

truct ion ma t e r i a l s ,  consumer durable industries,  and to a lesser  

e x t e n t ,  food and beve r a ge s .

Exports decl ined by 1QT>, while imports increased by 13.47>,  

resulting in a trade def i c i t  of U S $ 3 . 4  bi l l ion compa r e d  with 

US $ 1 . 6  bil l ion in 1 9 8 2 .

The promotion of e conomi c  recovery and the reduct ion of the  

overal l  budget def ic i t  was emphasi zed in 1983 . Monetary policy  

was expansionary and int erest  rates were r educed.
y

Thai l and' s  Fifth Nat i onal  Economic and Social  Development  

Plan ( 1 9 8 2 -  1986)  outl ines policy and structural  adjustments that  

are expect ed to provide the economy with a stronger foundation 

for economic  and soci al  devel opment .  The economi c  and pro­

duction structures that link the agr i cul tural  and the non-agr icul tur a l
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sectors are e xpec t ed to be strengthened.  Agricul ture will  cont inue  

to play an important  role while the industrial  sec tor  will  be more  

oriented towards exports and e mployment  g ener at i on.

Government  policy on industry is c once nt r a t e d  mainly in pro­

mot ional  a c t i v i t i e s ,  leaving direct  investment  to the private  

s e c t o r .  The Government however has l isted 14 maj or  industr ial  

projects  designed to increase  economic  devel opment .  The 14 

projects  which involve the exploi tat ion of natural  gas r eserves ,  

t ranspor t at ion,  mining,  i r r i gat i on,  and manuf ac t ur i ng ,  are in 

various stages of planning and i m p l e me n t a t i o n .

Import substitution is intensi fying,  entering a stage where  

more i nt er medi at e  and economic  goods are being produced.  The  

Government  has now shifted its emphasis ,  conce nt r a t i ng  more on 

the encour agement  of industries that are e x p o r t - o r i e n t e d ,  l a b o r -  

int ens i ve ,  or  natural-Tresource based.  Industries which are e x p e c t e d  

to a ch i e ve  high growth rates are agr o- indust r ies ,  nonferrous cons­

truct ion m a t e r i a l s ,  c h e m i c a l s ,  oil  ref ining,  and mi ner al  process ing.
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C.  OVERVIEW OF THE ASEAN PETROCHEMICAL INDUSTRY

The ASEAN pe t r o c h e mi c a l  iodustry is beginning to take off from its 

early stages of deve l opme nt .  The pr oduct i on f ac i l i t i e s  that  have been 

set up throughout tbe ASEAN countries until recent ly have been cha r a c t e r i z e d  

by the manufacture of final  pe t r o c h e mi c a l  products such as plast ics  and 

synthet ic  fibers based on imported raw ma t e r i a l s .  However ,  a pe t r oche mi ca l  

complex in Singapore has started operat ions early this year  and anot her one  in 

in Thailand is e xpec t ed to comme nce  construct ion by the end of 1985 . Moreover ,  

the other ASEAN countries also have aspirations of impl ement ing projects  

to produce basic pe t r o c h e mi c a l  blocks,  although no defini te plans have been 

decided by the governments concer ned.

A survey of the present  pe t r o c h e mi c a l  enterprises in the ASFAN 

region will indi ca t e  that  their  manufacturing f ac i l i t i es  have been justified  

largely on the basis of import  substitution and are oriented to sat isfy  

domestic requirements .  These plants are thus r e l a t i vel y  smal l  in terms of 

c a p a c i t i e s ,  and in some instances are based on technologies  which may 

be obsolete in tbe developed countr i es .

The ASEAN market  for p e t r o c h e mi c a l  products,  however ,  is becoming  

more important .  This can be gleaned from the stat ist i cs  of pe t r o c h e mi c a l  

products imported by the various ASEAN countr i es .  Plast ics  such as 

polyethylene and polypropylene,  and synthet ic  fibers are finding increasing  

usage in the large and growing population of the ASEAN c o u n t r i e s .  The  

rising income and standard of l iving of tbe population in the r e g i o n  is 

spurring tbe increasing applications of these products .
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The a t t r a c t i v e  markets  in ASEAN is the basic mot i va t i on  fot plans to 

loca t e  p e t r o c he mi c a l  complexes  in the a r e a .  This is apart  from the desire  

of hydrocarbon r e s o ur c e - r i c h  countries such as Ma l a y s i a  and Indonesia to 

int egrate  explorat ion of their  oil and gas resources with downstream industries.  

However,  at  foreseeable levels  of consumption,  any of the ASEAN countries  

will  not be able to support a wor ld-sca le  olefins plant  on the basis of its 

own domestic  requirements ,  and will  depend to some e x t e nt  on exports pa r t i ­

cular ly to neighboring countr i es .  Exports in this c a s e  will  need to face  

compet i t ion on an internat ional  level  with t r adi t ional  export ing nations such 

as the United Stat es ,  in Europe,  and Japan as well  as wi th Middle East  

c o u n t r i e s .

A quick review of developments in the p e t r o c h e mi c a l  industry in each  

of the five ASEAN countries surveyed is discussed below.

1.  Indonesia

The  manufact ure  of ammonia-based f e r t i l i z e r  const i tutes  

oneof the major  a c t i v i t i e s  in the p e t r o c he mi c a l  industry in 

Indonesia.  Recent ly ,  the ASEAN Industrial  Pr ojec t  for the m a n u ­

facture  of urea f e r t i l i z e r  in Aceh in the northwestern tip of 

Sumatra started c o mme r c i a l  production with a rated c a p a c i t y  

of 4 2 6 , 0 0 0  MT of urea per year .

There are a number of downstream p e t r o c h e mi c a l  plants  

such as the 3 6 , 0 0 0  M T / y e a r  polyvinyl  chloride plant  in Jakar ta  

and a 2 0 , 0 0 0  M T / y e a r  polypropylene plant in Pla j u .  Other  

pe t r o c h e mi c a l - b a s e d  products of the country include adhesives ,  

detergents ,  various pest icides formulation and raw ma t e r i a l s  

for the paint industry.
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The synthet ic  fiber plants have also est abl i shed operat ions  

in the production of staple fibers and f i lament  yarns to ser vice  the 

t e x t i l e  industry.

The  obj e c t i v e  of the Indonesian government  as far as the 

p e t r o c h e mi c a l  industry is concerned is to u i l i z e  its natural  

resources such as natural  gas,  crude o i l ,  and c o a l  to u l t i m a t e l y  

produce basic  p e t r o c h e mi c a l s .  A government  projec t  is the 

establ ishment  of  a p e t r o c h e m i c a . complex  in A c e h ,  but i mp l e ­

ment at i on of this project  has been delayed.

Malaysia

Si mi l ar  to Indonesia,  Malaysia  is looking towards its oil  

and gas resources to provide the means to develop a basic  

p e t r o c h e mi c a l  industry.

Malaysi a  is presently ut i l iz ing its natural  gas to produce  

LNG and me t h a n o l .  An ASEAN Industrial  Projec t  to manufact ure  

urea f e r t i l i z e r  is also expect ed to be o pe r a t i o na l ,  and will  be 

an addit ion to the exist ing ammonium ni t rate  f e r t i l i z e r  plant .

The other  sectors of the pe t r oche mi ca l  industry however ,  

are r e l a t i v e l y  undeveloped.  Current ly,  t he r e  is a 1 2 , 0 0 0  M T /  

y e a r  polyvinyl  chloride plant in Penang and a 9 , 0 0 0  MT/  

year  polystyrene plant in Jobore,  but these are based ent i rely  

on imported monomers .

While no definite plans have been agreed on. Pet r onas ,  

the nat i onal  petroleum corporat ion,  and the Malaysian
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Industrial  Development  Authority (MIDA) have been studying various  

pe t r o c h e mi c a l  projects to be set up in the count r y .  Among the 

projects  is a pe t r oche mi ca l  c o mp l e x  which wi l l  include an olefins  

plant ,  based ei ther  on naphtha or natural  gas f eedst ock,  and a 

number of downstream plants for the key plast ic  products .

With the re l a t i vel y  small  domest i c  mar ket  at present ,  the 

p e t r o c he mi c a l  compl ex  may have to export  a substantial  portion  

of its output unti l  such t ime that the domestic  mar ket  has 

suff i cient ly developed.  It is a n t i c i pa t e d  that  a proposed pet ro­

c h e m i c a l  co mp l e x  in Malaysia may not be viable  unti l  the 1 9 3 0 s .

3 .  Philippines

The domest i c  market  for p e t r o c h e mi c a l  products in the 

Philippines is perhaps the largest  among the ASEAN countries  

owing to the country’ s sizable population and r e l a t i v e l y  high usage  

level  for p e t r o c h e mi c a l s .  Market  growth,  however ,  may have  

slewed recent l y  in view of general  e conomi c  di f f i c ul t i es .

Among the plast ics producers,  two polyvinyl  chloride plants  

have a combined c a p a c i t y o f  4 8 , 0 0 0  M T / y e a r  and two polystyrene  

plants,  3 2 , 0 0 0  M T / y e a r .  There are synthet i c  f iber  f i rms pro­

ducing polyester  fiber and yarns as well  as nylon f i lament  yarns.

Raw mat er i a l s  for detergents ,  n a me l y  alkylbenzene and t r lpo-  

lypbosphates , are manufactured l o c a l l y ,  as are carbon bl ack,  

adhesives ,  explosi ves ,  and f e r t i l i z e r s .

Industry sources indicate  that there are at least  500 smal l  

to large firms engaged in processing and f a br i c a t i on  of pl as t i cs .
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Substantial  quanti t ies of polymers such as low and high density 

polyethylene and polypropylene are im ported yearly for conversion  

to finished products such as bags,  contai ners ,  ropes,  e t c .

There were recent  plans to construct  a p e t r o c he mi c a l  c ompl e x  

in Bataan near the exis t ing refinery of the Phil ippine Nat ional  Oil  

Company (PNOC) using naphtha from the refineries as a feedst ock.  

The compl ex  would comprise an o l e fins plant and the following  

downstream plants:  low density polyethylene,  high d ensity poly­

e t hy l e ne ,  c b l o r - a l k a l i ,  vinyl  chloride mo n ome r ,  polyvinyl  

c hl or i de ,  and polypropylene.  However,  the i mpl ementat ion of  

this project  has been postponed in light of revised priori t ies  

current ly adopted for the government ’ s indust r ia l izat ion program.  

Singapore

Of all  the plans for establishment  of p e t r o c h e mi c a l  compl exes  

in the region,  it is Singapore which has gone a he a d.  With the 

start  of ini t ia l  c o mme r c i a l  production in February 1 9 8 4 ,  the 

Singapore compl ex  in Pnlau Ayer Merbau will u l t i ma t e l y  consist  

of an upstream naphtha c r a c k e r  and at least  four downstream 

plants.  To be owned by the Singapore government  and Japanese  

companies  led by Sumitomo Che mi c a l  Co.  L t d . ,  the naphtha  

cr a c k e r  will  ut i l ize  naphtha,  LPG, and other  feedstock from the 

country’ s petroleum ref iner ies .  The capa c i t i e s  of the various 

upstream and downstream units in the complex are as follows:

U pstream

Olefins Plant ;  Ethylene 3 5 0 ,  000 M T / y e a r

Propylene 1 6 0 , 0 0 0
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Do w ns t re am

Low density polyethylene 1 2 0 , 0 0 0  M T / y e a r

High density polyethylene 80 ,  000

Ethylene glycol 8 7 , 5 0 0

Po ly propylene 100.000

The olefins plant  wi l l  also produce butadiene,  benz e ne ,  

toluene and x yl e n e .  A 6 , 9 0 0  M T / y e a r  ace t yl ene  black plant  was 

or iginal ly  planned to be part of the downstream units ,  but this 

was reportedly c a n c e l l e d  during the first quarter  of  1 9 8 4 .

The companies  involved in the individual  units of the  

Singapore c ompl ex  including ownership and other re l evant  data  

are shown in Table  1.

An 1 8 , 0 0 0  M T / y e a r  polyvinyl  chloride plant  has been 

operat ing in Singapore since 1 9 7 1 .  Furthermore,  there is a wel l -  

developed plast ics  f abr icat ion sec tor  involved in the production  

of pipes,  c abl es ,  shoes and containers  including mould-maki ng  

f a c i l i t i e s  and printing ma chi ne s .

Due to the r e l a t i ve l y  small  domestic  mar ket ,  the Singapore  

p e t r o c he mi c a l  industry is necessar i l y  oriented towards exports and 

is ant i c i pat ed to be confronted with an increasingly c o m p e t i t i v e  

world market  for petroebem i c a l s .

5 .  Thailand

The current  consumption of pe t r o c h e mi c a l  products in 

Thai land is quite substant ial ,  es t imated at  about 1 4 0 , 0 0 0  M T /  

ye a r  for all  polyolefins and about 4 5 , 0 0 0  M T / y e a r  for vinyl  

chloride monomer .  Th e r e  is an exis t ing plant wi th a 6 5 . 0 0 0  M T /
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Profi le  of Companies * 1 2 3 4

Company

Upstream ( c lefias plan?

Products

1. Petrochemical Corporation of Ethylene
Singapore (Pte  ̂Ltd. Propylene

Downstream

2. The Polyolefin Company Low density polyethylene
(Singapore) Pte. Ltd. Polypropylene

3. Phillips Petroleum Singapore High density polyethylene
Singapore Chemicals (Pte jLtd.

4. Ethylene Glycols (Singapore) Ethylene Glycol 
Private Limited

Table  1

in the Singapore  

Date Incorporated 

August 1977

May 1980 

April 1980

April 1982

Development Bank of Singapore Ltd.



P e t r o c h e m i c a l  Complex

Capital Shareholder

Authorized:S$750 Million 
Paid-up: SS686.70 Million

Japan-Sing spore Petrochemical Co. {5 Oft) 
Singapore Government/DST1 (50ft)

Authorized: SS120 Million 
Paid-up; SS109.18 Million

Nihon Singapore Polyolefin Co, , Ltd. (70ft) 
Singapore Government /D BS (30ft)

Authorized: SSI 68 Million 
Paid-up; S$lll Million

Fhillips Petroleum Int'l. Corp. (60ft) 
Singapore Govemmea:/DB3 (30ft) 
Sumitomo Chemical Co. , Ltd. (10ft)

Authorized: SS190 Million 
Paid-up; SSI52.5 MilUon

Japan-Singapore EOG Co. Ltd. (30ft) 
Singapore Government (50ft)
Shell Eastern Petroleum (Pte.) Ltd. (20<ft)
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year  c a p a c i t y  for production of 1 w density polyethylene and 2 5 , 0 0 0  

M T / y e a r  for high density polyethylene .  A 5 0 ,  000 M T / y e a r  

polyvinyl  chloride plant and a small  polystyrene plant have also 

been in operat ion based on imported monomers .  Thai land  

has about 1 , 000  plast ic  fabr icat ion f a c t or i e s ,  mosi of which are 

s m a l l - s c a l e  establ i shments .

The Thai land pe t r o c h e mi c a l  c o m p l e x  being planned in 

Mab Ta Pud Industrial  Es t ate ,  Rayong Pr ovi nce ,  is now cl ose  to 

i mpl ementat ion with e xpec t ed const ruct ion in la t e  1985 . The  

Thailand co mp l e x  will  be based on natural  gas from the Gulf of  

Thai land.  The Petroleum Authority of Thai land has begun 

construct ion of a gas separat ion plant ,  scheduled for compl et i on  

in 1 9 8 5 ,  and this will  supply the ethane and propane for the 

p e t r o c he mi c a l  c o m p l e x .  The planned c a p a c i t i e s  of the various  

units in the com plex are as follows:

U pstream

Ethane cr a c ke r :  ethylene 3 0 0 , 0 0 0  MT / y e a r

Propane d e h y d r og e n a t o r f

propylene 7 3 , 0 0 0

Downstream

Low density polyethylene 1 0 0 , 000*

High density polyethylene 1 1 0 , 0 0 0
Vinyl  chl or i de  mo n ome i 8 0 , 0 0 0

Polypropylene 7 0 ,  000

Includes an existing plant with about 65,o00 MT/year capacity
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A 5 0 . 0 0 0  MT / y e a r  ethylene glycol  plant was e a r l i e r  planned  

but subsequently dropped.

The  Nat ional  P e t r o c h e m i c a l  Corporat ion ( NP C) ,  established  

in 1 9 8 4 . wil l  build the olefins plant and cent r a l  unit f a c i l i t i e s  

which will be operat ional  by 1 9 8 7 .  The government  will  own 

approximately  5 1 $  of the upstream units,  with the b a l a nc e  to be 

taken up by the private downstream companies  and Int er nat i onal  

Finance Cor porat ion.  On the other  hand,  the downstream units wi l l  

be solely implemented by private compani es .  The par t i c ipant s  

in the various units of the Thai land p e t r o c h e mi c a l  co mp l e x  are

shown in Table 2 .
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Table 2

Profi le of Companies in the Thailand Pet r ochemi cal  Complex

________Company________  Products________  _________________ Ownership

Uastream (olefins plant and 
central utility facilities)

1. National Petrochemical Ethylene Petroleum Authority of Thailand (49.0%)
Company Propylene Bureau of Crown Property ( 2.0%)

International Finance Corporation ( 9.0%)
Thai Petrochemical Industry Co.. Ltd. (12.6%) 
Siam Polyethylene Co., Ltd. (13.6%)
Thai Plastic and Chemicals Co., Ltd. ( 4.7%)
Metro Group ( 8.9%)

Downstream

2. Thai Petrochemical 
Industry Co.. Ltd.

Low Density Polyethylene Thai, British and Malaysian investors

3. Siam Polyethylene 
Co., Ltd.

High Density Polyethylene Thai investors 
Union Carbide (U.S.)

4. Thai Plastic and 
Chemicals Co., Ltd,

Vinyl Chloride Monomer Private corporation

5. Metro Group Polypropylene Thai investors 
Hercules (U.S.)
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D. DESCRIPTION OF THE JOINT VENTURE RESPONDENT FIRMS

The profile of the 19 respondent firms covered in the survey on the basis 

of product ,  country of foreign investor ,  sa l es ,  c a p a c i t y  u t i l i z a t i o n ,  personnel ,  

and major  object ives  is discussed below.  More det a i l ed informat ion on the 

firms surveyed is listed in Appendix A.

1.  Profile by Product

The respondent firms in the survey are involved in the manufacture  

of primary pet r ochemi cal  products as well as in a var iety  of i n t e r m e d i a t e /  

finished pe t r oche mi ca l  products (See Table 3 ) .

Table 3

List of Products Manufactured by Respondent f i r ms

Product

Primary Pet r ochemi cal  Products

Ethylene and propylene

I ntermediat e / Finished  
P e t r oche mi ca l  Products

Alkyd resins and synthet ic  resin 
emulsions

Alkylbenzene

Carbon black

Epoxy adhesives and
polystyrene expandable  
products

Fiberglass insulation mater ial

High density polyethylene and 
low density polyethylene

Country Locat ion

Singapore

Malaysia

Phil ippines

Phil ippines

Phil ippines

Phil ippines

Thai land
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P rod  u c t

Nylon f i lament  yarn 

Polystyrene

Polyvinyl  chloride resins and 
compounds

Synthet ic  fibers

Ure a

Country Location  

Phili ppines

Malaysia ,  Phil ippines*,  
Thailand

Indonesia,  Malaysia,  
Phil ippines,  Singapore

Indonesia,  Philippines

Indonesia

* Two respondent firms in the Phil ippines both manufacture polystyrene.

2 .  Profile by Country of Foreign Investor

As gathered from the survey,  the foreign investors of the respondent  

firms come from 11 countr ies ,  including four ASEAN states .  The  

matr ix  below presents a cross tabulat ion of the host countries of the 

respondents,  with die countries of thei r  foreign partners.

Table  4

Profile of Respondent Firms by Country of Foreign Partner  

Country of Host Country
Foreign Investor Indonesia Malaysia Philippines Singapore Thailand Tot al

Japan 2 2 5 2 - 1 1

United States - - 3 - - 3

Malaysia 1 - - - 1 2

T aiwan - - * 1 - 1 2

Austral ia m m 1 - - 1

Britain - - - - 1 1

Panama m 1 m 1
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Country of Host Country
Foreign Investor 1ndonesia Malay sia Philippines Singapore Thailand Tot al

Philippines 1 - - - 1

Singapore 1 - - - 1

T hail a nd 1 - - - 1

United Kingdom - 1 - - 1

In the survey , Japanese firms show investments in 11 of the 19 joint v e ntuje

respondent f irms,  which are l oca t e d  in al l  the ASEAN countries covered e x c e p t  

Thai land.  The Japanese joint  ventures are for the manufacture of synthet ic  

fiber in Indonesia;  polystyrene and polyvinyl chloride in Malaysia ;  a lkylben-  

z e n e ,  nylon f i lament  yarn,  polystyrene,  and synthet ic  fiber in the Phil ippines;  

and e t hyl ene ,  propylene,  polyvinyl  chloride resin and compound in Singapore .

Of the five ASEAN countr i es ,  it is only in the Phil ippines where the 

United States has equity par t i c ipat i on in the firms surveyed,  and these are 

in three companies  that manufacture  carbon bl a c k ,  polyvinyl  chl or i de ,  

adhesives ,  plas t i c  resin glue,  and expandable polystyrene products.

One of the joint  venture firms surveyed is an ASEAN Industrial  Pr ojec t  

for the manufacture of urea l ocat ed in Aceh,  Indonesia which is the result  

of the industrial  cooperat ion program ini t iated by the ASEAN heads of  

government  in Bal i ,  Indonesia In February 1 9 7 6 .  Apart  from Indonesia,  ail  

the other four ASEAN countr ies  surveyed hold equity par t i c ipat ion in this 

p r o j e c t ,

It is also noted that  Malaysia has joint  venture arrangements for the  

manufacture of urea in Indonesia,  and for the manufacture of high and low 

density polyethylene in Thai l and.  Taiwan has joint  venture arrangements  

with respondents in the Phil ippines and Thai land for the manufacture of  

polystyrene.



3 .  Profile by Sales

Sales of the majori ty of the respondent firms in 1983  ranged from 

US$6 . 0 to US$ 2 0 . 0  mi l l i on.  The frequency of firms classi fied by sales  

value is presented in Table 5 .

Ta b l e  5

Profile of Respondent Firms by Sales Value in 1983

-  3 0  -

Sales No. of Responses

US$ 5 . 0  Million or less 2

US$6 . 0 - 1 0 . 0  Million 6

US$11 . 0 - 2 0 . 0  Million 6

Over US $ 2 0 . 0  Million 2

Not avai labl e 3

Total 19

The highest  sales were reported by two joint venture firms which 

manufacture synthet ic  fibers.

Among the nine respondent firms who engaged in export  a c t i v i t i e s  

in 1 9 8 3 ,  a majori ty  exported less than b<Jo of their  total  sales volume  

for the year .  Only one f i rm,  located in Singapore,  exported more than 

bOfoof its sales .  The distribution of firms classified by the percent age  

of export  volume to total  sales is shown below.

Ta bl e  6

Export  Volume of Respondent Firms as Percent of Sales

Export to Tot a l  Sales {f>) No.  of Responses

No export  sales 10

Less than 5<ft 5



Export to Total  Sales ( $  ) No. of Responses

5 - 2 5 $ 2

2 6 - 5 0$ 1

51 - 7 5$ 1

Total 1 9

Country markets of the respondent firms include:  Hong Kong,

Indonesia,  Japan,  Malaysi a .  Pakistan,  Peopie' s  Republic of China,  

Singapore,  Sri Lanka,  South Korea,  Tai wan,  Tha i l a nd,  and the United 

States of A m e r i c a .

Profile by Capaci ty Ut i l izat ion

Most firms surveyed operate at over  6 of their  rated c apac i t i es .

The distribution of firms classi fied by 

presented below.

capac i t y  ut i l izat i on rates is

Table 7

Profile of Respondent Firms by Capaci ty Ut i l izat ion

Capacity Ut i l izat ion Rate No of Responses

Less than 6 0 $ 2

61 - 7 0 $ 5

71 - 8 0 $ 2

81 - 9 0 $ 3

Over 9 0 $ 1

Not avai lable 6

Total

Profile by Personnel Complement

19

Most respondent firms have a personnel complement  of noi more

than 200 local  staff  and e x pa t r i a t e s .  The firms with the largest
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manpower complement  are in ihe synthet ic  fiber industries.  The dis t r ibu­

tion of the firms broken down by number of personnel is shown in 

Ta bl e  8 .

Table  8

Profile of  Respondent Firms by Tot a l  Number of Personnel  

No. of  Personnel No.  of Responses

Less than 101 *.

101 -  200 6

201 - 5 0 0  5

501 - 1 , 0 0 0  2

1 . 00 1  - 1 , 5 0 0  _2

Total  19

General ly,  there are only one to three e xpat r i a t es  in the firm who 

hold the top positions in general  mana ge me nt ,  corporate  planning,  

f i nance ,  and production.  Expatr iates  also serve as foreign trainors who 

provide o n - t h e - j o b  training to local  personnel .

The table below presents the distribution of the respondent firms 

classi fied by number of e x p a t r i a t e s .  The firm with the most number of 

e x p a t r i a t e  personnel is located in Singapore.

Tabl e  9

Profi le of Respondent Firms by Number of Expat r iates

No.  of Expatr iates No.  of Responses

No e x pat r i a t e 5

Less than 5 10

6 - 29 1

r TTW !<■ V  |»)WIW>,■* . m . aui'j iwur
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No. of Expatr iates No. of Responses

21 - 50 1

51 -  75 1

Not avai labl e 1

Tot al 19

Future Plans

Most of the respondent firms* plans c o nce nt r a t e  on the expansion

of current  c a p a c i t y .  The t a b l e  below presents the nature of

the plans of the respondent f i rms .

Table 10

Future Plans of the Respondent Firms

No.  of  Responses

With future plans 10

Expansion of exist ing
c a p a c i t y 6

Diversi f icat ion 4

Manufacture  of new products 2

No future plan _ 9

To tal 19

' 7 .  Obj ect ive  of the Joint  Venture Firm

The main obj ec t i ve  of the joint  venture respondent firms is general ly  

to manufacture  and sell  its products In the host country and in other  

nearby country markets .  These firms were usually established to serve  

as a base in the region to f a c i l i t a t e  market  penetrat ion.
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Some respondents c i t e d  thei r  desire to provide employment  

opportunit ies in areas other than the met r opol i t an centers  in the 

effort  to contribute to economi c  and regional  d e v e l o p me n t .

The ASEAN Industrial  Pr ojec t  on urea f e r t i l i z e r  is guided 

by its aim to foster industrial  cooperat ion among the five ASEAN 

nations in establishing l a r g e - s c a l e  industrial  plants that will make  

use of avai labl e  mat er i a l s  in the me mb e r  c ount r i es .

The respondent firm in the upstream plant of the Singapore  

p e t r oche mi ca l  complex was formed to supply the primary pet ro­

c h e m i c a l  raw mat er i a l s  such as e thylene and propylene for the 

various downstream units of the c o m p l e x .



E.  IN TERNAL STRUCTURE

This sect ion covers c er t a i n  aspects of the internal  structure of the joint  

venture companies surveyed such as ownership s t r uctur e ,  f inancial  st ructure,  

f inancing sources and terms.  The major contributions of the foreign and 

loca l  par t i cipants  in the joint  ventures surveyed are also summarized.

1 .  Ownership and Financi al  Structure

In most of the respondent f i rms,  the l o c a l  partners maintain a 

greater  share of the equi t y.  The distribution of the respondent  

firms in terms of ownership ma j or i t y  is as follows;

Table  11

Local  and Foreign Ownership Structure of Respondent Firms  

Ownership* No . of Responses

Majori ty l oca l  ownership 12

Majority foreign ownership 5

507o l o c a l /  50% foreign ownership 2

Total 19

* Aggregated foreign shareholdings as against  aggregated  
l oca l  pa r t i c i pa t i on .

As may be e x p e c t e d ,  three respondents in the Phil ippines with 

majori ty foreign ownership indicated t hat  the firms operate  like  

subsidiaries of their  foreign partners .  However ,  one respondent in 

another  ASEAN country whose ownership st ructure is 509> l o c a l  and 

* 0‘¡fc foreign,  s i mi l ar l y  c l a imed that  it is "operated like a subsidiar y . "
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Ther e  are only three firms wherein the government  has 

s i gni f icant  shareholdings.  These are in the following enterprises:

a)  P.  T .  ASEAN Aceh F e r t i l i z e r ,  wherein the share­

holders are the governments of al l  ASEAN nations,  

e x ce pt  Brunei .  The equity sharing is Indonesia  

(60%) ,  Malaysia  (13%) ,  Phil ippines (13%) ,  Singapore  

(1%) and Thai land ( 1 3 % ) .

b) P e t r oche mi ca l  Corporat ion of Singapore ( P t e . )

L t d . ,  wherein the Government  of Singapore and 

the Development  Bank of Singapore have a total  

of 5 0% equity p a r t i c i p a t i o n .

c)  Singapore Polymer  Corporat ion ( P t e . )  L t d . ,  wherein 

the Development  Bank of  Singapore has 39% share

in the equity next  to the Sumitomo Group which 

accounts for 43% of t o t a l  equi t y.

Bas i c a l l y ,  the joint  venture firms rely on three sources to 

f inance operat ing and non- ope r a t i ng  requirements .  These are  

through c a p i t a l  infusion ( e q u i t y ) ,  l o c a l  and foreign borrowings  

( l i a b i l i t i e s ) ,  and funds from operat ions .

A major i ty  of the firms surveyed have total  l i a bi l i t i e s  and 

shareholders'  equity not e x c e e d i n g  U S $ 1 0 . 0  m i l l i o n .  The number  

of firms classi f ied by t ota l  l i a b i l i t i e s  and shareholders '  equity is

-  36  -

presented in Table 12 .
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Table  12

Distribution of Respondent Firms by Value of Tot al  Liabi l i t ies
and Equity

Tot al  Liabi l i t ies  and
Sh arehold e rs ' Equity No . of Responses

U S $ 1 0 . 0  Mil l ion or less 8

US$11 .0 - 4 0 . 0  Million 5

U S $ 4 1 . 0 - 1 0 0 . 0  Million 1

US$101 .1 - 2 5 0 . 0  Mil l ion 3

Over US$250 .0 Million 1

Not avai l abl e 1

Total 19

Debt to equity rat io (DER) of major i ty  of  the respondent  

firms ranges from 1 to 4 .  Presented below is the frequency  

distribution of the respondent firms c lassi f ied by debt to equity  

r a t i o .

Table  13

Di st r ibut ion of Respondent Firms by Their  Debt to Equity Ratios

Debt to Equity Ratio No.  of Responses

Less than or equal to 1 . 0 : 1 4

1 . 1  - 2 . 0:1 4

2 . 1  - 3 . 0 : 1 3

3 . 1  - 4 . 0 : 1 3

Over 4 . 0 : 1 3

Mot avai l abl e 2

Total 19



The three firms with the highest  l ever age  have DERs of 

6 , 7 , and 9 .

One respondent  in the Phil ippines indicated a negat ive  

equity due to unprofitable oper at ions .

F i na nci ng  Sources and Terms

The respondent firms avai l  of both l o c a l  and foreign 

shor t - and l o n g - t e r m loans from c o mme r c i a l  banks,  i nve s t me nt  

houses,  other f inanc ial  ins t i tut ions ,  foreign partners ,  and 

parent  c ompa ni e s .

The various foreign loans obtained by the respondents are 

denominated in di fferent  cur r enc ies  which include the do l l a r ,  

yen,  French franc,  and deutschmark.

Below is a summary of the usual terms and condit ions of

loans obtained by the respondent firms:

Table  14

Terms and Conditions of Loans Obtained by Respondent Firms

Shor t - Ter m Loan Long- Ter m Loan

Interest  Rates 14 to 2 0 °Io 2 - 1/2  to 2 1 <7«

3 / 4  to 1*?# over the 
Singapore Interbank 
Offered R i t e

3 $  over l e n d e r ’ s 
borrowing rate

7/8 to 2<fc over  
Lond.on Interbank 
Offered Rate

Payment  Per iod/  
Mode of Payment One year Three to ten y e a r s /  

Monthly,  q ua r t e r l y , ,  
se mi - a nnua l l y

Secur i t y Trade r e c e i v a b l e s ,  
inventory ,  l e t t e r  
of awareness ,  
propert ies and 
assets

Land,  proper t ies ,  
building,  equipment ,  
guarantees
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Short -T erm Loan ______ Long -T erm Loan_______

Others - Grant of a grace  period:
assignment  of voting shares 
to cr edi tor

Interviews indicated that  c o l l a t er a l s  were normal ly required.  

However ,  one firm in Malaysia disclosed that  its s hor t - t e r m loan 

was unsecured while a Philippine respondent f irm avai led of a c lean  

l ong- t er m loan bearing a 21 *$> rate  of int er es t .

In the Phil ippines,  respondents disclosed t hat  some loan a g r e e ­

ments st ipulated rest r i c t ions  and requirements with r espec t  t o ,  among  

other  things,  incurrence of medium-  or l o n g - t e r m indebtedness ,  

payment  of dividends,  acquisi t ion by the firm of  its own c a p i t a l  s t oc k ,  

and mai nt enance  of c e r t a i n  f i nanc i a l  ra t i os .

Major Contributions of the Partners

Gener al l y ,  major  contributions of the foreign partners are in 

the areas of f i nance ,  raw m a t e r i a l s ,  production and t e c h n ol og y ,  

t r a i n i ng ,  industrial  property r ights ,  and general  ma n a g e me n t .

The mar ket ing  area is the ma j o r  cont r i but ion of the local  

partners since they are more fami l i ar  with l o c a l  c ondi t i ons ,  

business p r a c t i c e s ,  and customs.

In the case of a foreign major i ty-owned respondent  firm 

in the Phil ippines,  the foreign partner  makes  major  ma r k e t i n g  

decisions such as formulat ing marketing approaches  and approving  

prices for the products .  The local  partner ' s  p a r t i c i p a t i o n  is 

l i mi t ed to the making of recommendat i ons .
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Based on the results of the survey,  the m a j o r  contributions of 

the partners are summar ized below.

Table 15

List of  Contributions of  Local  and Foreign Partners  
of Respondent Firms

Area/Contr ibut ion

Finance

No . of Responses
Local  Partner  Foreign Partner

Equity par t i c ipat i on 8 6

Extension of loans 2 5

Assistance in securing loans 1 2

Issuance of guarantee  for loans  

Raw Mat er i a l

2

Assistance in procurement  of  
raw mater ial s 5

Supply of raw mat er i a l s 2 ’ 5

Assistance in providing 
spec i f i cat ions  of raw 
mat er i a l s 1

Assistance in the del ivery  
and transport  of raw 
mater ia l s

T e c h n i c a l

1

Transfer  of technol ogy and 
knowhow 12

Assignment  of t e c h n i c a l  staff  
to supervise operations 1 4

Development  of quali ty  
control  system 1

Development  of research
and development  f a c i l i t i e s 1



- 41

________No . of Responses____________
Local  Partner  Foreign PartnerArea/Contr ibut ion

Finding sui table technology 1

Modifications in the process
to suit l o c a l  needs 1

Marketing

Formulat ion of marketing  
st rategies  on product  
pricing,  distr ibut ion,  
adver t is ing,  after  sales
s e r v i c e ,  e t c . 9 1

Distribution of products 4 -

Assistance in penetrat ing  
overseas m arkets - 2

Determination of product price - 1

Training

Training of l oca l  personnel  
in plant of foreign investor 6

Assignment of foreign trainors  
to plants in host country - 6

On- t he- j ob t raining 1 -

Overseas training 1 -

Industrial  Property Rights

Provision of land for the 
us e of the firm 4

Grant of a l i cense to use
process ,  design,  e qui pment ,  
e t c . 10

Grant to use t r a de na me - 2

Provision of manufacturing  
l i cense 1 -

Provision of t radename 1 .
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Ar ea/ Contr ibut ion
No . of Responses

Local  Partner Foreign Partner

Others

General  business management  
and policy 2 2

Development  of account ing  
and reporting systems 1
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F.  GOVERNMENT FRAMEWORK

The governments of the ASEAN countries surveyed have general ly  we l l -  

defined programs of industrial  and economi c  development  pr i or i t i e s .  These  

are mainly oriented to ac t i vi t i es  which include the following:

1 .  Save foreign exchange through the establ ishment  of import  

substitution industries;

2 .  Introduce new technology or process which may f a c i l i t a t e  

backward or forward i nt egr at i on;

3 .  Promote the ut i l izat i on of indigenous raw mater ia l s  and 

i nt er medi at e  products ,  and l o c a l  labor;  and,

4 .  Generate  foreign exchange through the promotion of 

e x por t - or i ent ed industries.

Foreign investments are encouraged for priori ty areas such as those  

enumerated above.  Incentives are given in terms of basic guarantees ,  e . g . ,  

guarantee  against  expropr iat ion,  and tax incentives  including exemptions  

of tariffs on imported c a p i t a l  goods.  These are discussed in detai l  in this 

s e c t i on ,  as they apply to the respondent firms covered in the survey.

1 .  Investment  Incent ives Legislat ions

The survey of 19 joint  venture respondent firms in the ASEAN 

region indicated that  at l east  13 have been able to avai l  of thei r  

r e spe c t i ve  countr i es ’ Investment  i nc e nt i ve s ,  as shown in T a b l e  1 6 .

In g e ne r a l ,  incentives are avai led if the business operat ions of a firm 

fal l  under the preferred areas of investments in that  country ,  and if the 

firm is registered with the country ' s  investment  incent ives  impl ement ing  

body.
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Tabl e  16

Respondents* Registrat ion with Their  Respect ive  
Investment  Incent ives Implementing Agencies

Country
No. of Registered 

Firms
No. of Non-Registered 

Firms No Response Total

Indonesia 2 - 1 3

Malaysia 1 - 2 3

Philippines 8 1 - 9

Singapore 2 - - 2

Thailand —— -JL. 2 _2

Total 1 3 i 5 19

The major  appl icable  investment  incentives legis lat ions  ci ted .by 

respondents,  and their  implementing units are presented in Table  1 7 .

The registered respondent firms c l a i m that they have been able  

to avail  of incent ives  because they have introduced new technology  

or processes and have been producing import  substi tution commodi t i es  

which are used as inputs for the further processing of finished goods.

The registered respondents enjoy c er t a i n  rights and guarantees  

and various tax incentives such as reduced income tax and exempt i on  

from tar i f f  dut ies ,  par t i cular ly  in the importat ion of machinery and 

equipment .

’ y  m  y—Ii ^ n w i  ■ I <• ■ n . ' m
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Table 17
Applicable Investment  1 ncent ives Legislat ions  

and I mplement i ng  Agencies  Cited by Respondents

Country
Applicable  Investment  
Incent ives Legislations Implementing Agencies

Pref
Are;

Indonesia

Malaysia

Philippines

Foreign Investment  Law 
( A c t  No.  1 , 1 9 6 7 ;  amended 
by Act  No. 1 1 ,  19 70)

Investment  Incent ives Act  
1968  ( r evised in 1 978 ;  
amended 1 930)

Republic Act  ( R A) 5186  
unified under Omnibus 
Investment  Code ,  
Presidential  Decr ee  (PD)  
1789 in 1981 and amended 
by Batas Pambansa (BP or 
Par l i ament  Law) 391  
of 1 9 8 3 .

Investment  Coordinat ing Board 
or BKPM(Badan Koordinasi  
Penanaman Modal)

Malaysian Industrial  De v e l o p ­
ment  Authority ( MIDA) and 
Foreign Investment  Commi t t e e

Board of Investments ( BOI)

Projects whi 
exports ,  sub 
goods,  proc 
materials an 
new technol  
expert ise to 
introduce ut 
products .

Manufac turi  
Malaysia 1 a ■ 
k now-how, 
and export  :

Preferred pi 
to economic  
the prod uc u 
raw materia  
in a commei  
country,  or 
design,  forn 
p r o d u c i n g / 1! 
materials  in 
Preferred no 
mainly for d 
exist ing loc  
inadequate  
national  det

Singapore

Thailand

The Economic Expansion 
Inventives ( Relief  from 
Income Tax A c t ;  
amended 1 9 7 0 ,  1 9 7 5 , 1 9 7 9 ,  
1980  , 1 982)

Economic Development  Board 
( EDB)

Investment  Promotion Act  
B . E. 2 52 0 , 1 9 77

Board of Investments ( BOI)

Evaluation c 
general ly th 
oriented ind 
skills and m 
upgrade and 
and intégrât  
Thrust is on 
and high va 
technology ;
Projects tha 
expor r -or i er  
int ensive ,  a



c. v e s Legislat ions  
, , s  Cited by Respondents

.’ Renting Agencies
Preferred/Encouraged  
Areas of Investments

nt Coordinating Board 
t 5 ad an Koordinasi  
i-i Modal)

Projects which increase  non-oi l  
exports ,  substitute for imported 
goods,  process indigenous raw 
materials and products ,  transfer  
new technological  skills and 
expert i se to Indonesians,  and 
introduce n e w/ s c a r c e  types of  
pr oduct s .

Industrial Devel op­
er o rity ( MID A) and 
investment Co mmi t t ee

•Manufacturing a c t i v i t i e s  where 
Malaysia lacks the technical  
know-how,  management  e x per t i se ,  
and export  market  outlets.

investments ( B 0 1) Preferred pioneer  area - i mpor tant  
to economic  development ;  involves  
the production of c o mmo d i t i e s  or 
raw mater ial s  not being produced 
in a c o m m e r c i a l  s c a l e  in the 
country ,  or one which uses a new 
design,  f ormula ,  or process for 
produeing/ t ransforming raw 
materials  into finished products .  
Preferred nonpioneer area - products  
mainly for domest i c  market  where 
exist ing local  c a p a c i t y  is st i l l  
inadequate for es t imated total  
national  de ma n d .

; Development Board Evaluat ion on a c a s e - t o - c a s e  basis;  
general ly  those that  help expor t -  
oriented industr ies ,  int roduce new 
skills and manufacturing technol ogy,  
upgrade and diversify exist ing operations, 
and int egr at e  manufacturing processes .  
Thrust is on increased automation  
and high value-added and high 
technology industr ies .

Investments ( BOI) Projects that are labor intensive,  
e x p o r t - o r i e n t e d ,  raw m a t e r i a l  
i nt ensive ,  and import  substi tuting.
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Basic Rights and Guarantees

The basic rights and guarantees given to registered firms by the 

ASEAN host countries are presented in the following t a bl e .

Table 18

Basic Rights,  Guarantees ,  and Protect ions  
Provided to Respondent Firms Avai l ing Incent ives

Basic Rights and Guarantees Indonesia Malaysia Philippines Singapore Thailand

Guarantee against expro-
priation X X X

Guarantee against losses 
due to;
a. Nationalization X X
b. Damage caused by war - X —
c. Inconvertibility of 

currency X - -

Permission to convert into 
foreign exchange and remit 
earnings and payments X X X

Permission to repatriate 
capital in its original 
currency X X X

Employment of aliens in 
specific positions X X X

Preference in granting 
of loans by government 
institutions X X

Protection from unjust 
competition from: 
a. Imports through 

trade and tariff 
barriers •

X X X
b. Government entry 

into industry X
c. Excess addition to 

domestic capacity X X

X X

X X

X

X X

X X

X X

X X

X

X

X

Real estate ownership by
alien investors X X X
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T a x  I n c e n t i v e ;

The tax incent ives  enjoyed by respondent firms registered with their  

investments regulatory agencies  include exemptions from t a r e s  and 

duties ,  tax credi ts  and deductions from t a x a b l e  corporate  inc ome as 

presented in Table  1 9 .

Ta bl e  19

Tax Incent ives Provided to 
Registered Respondent Firms

Tax Incentives Indonesia Malaysia Philippines Singapore Thailand

E x e mptions /ded uc tions 
from following taxes and 
duties;

On imported capital
goods X X X X X

On imported raw 
materials X X X X X

Taxes on royalties - X - X X
Withholding tax on 

interest payment 
of foreign loans X X X X

Corporate income tax X X - X
Capital gains tax X X X - -

Deductions from taxable 
corporate income

Accelerated depre­
ciation allowance X X X X

Carry forward of loss X X X X X
Reinvested profio - - X - -
Investment allowance X X - X -

Tax credits (direct reduction 
from corporate income 
taxes)

Investment tax credits X
Computed taxes and 

duties on domestic 
capital equipment 
if imported X

Percentage of net value 
earned (sales less 
allowed costs) X

Percentage of net 
local content . . X
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In g ener al ,  the administrat ion of incent ives  in the ASEAN countries  

have been done through reduced tax rates and exemptions on payments of 

taxes and dut ies .  In the Phil ippines,  wi th the enact ment  of the Omnibus 

Investment  Code in 1 9 8 1 ,  tax credits ( d i r e c t  reduct ion from cor por at e  

income taxes)  have been implemented based on purchases of domest i c  

c a p i t a l  equipment ,  net value earned (sales less costs of raw ma t e r i a l s ,  

components ,  supplies,  ut i l i t ies  and depr eci at ion of c a p i t a l  equipment ) ,  

and net loca l  c o n t e n t .

Joint  Venture Legislat ion and Foreign Investment  Stipulations

The results of the survey indicated that  there is general ly no 

spec i f i c  l egis lat ion pertaining to joint  ventures in the countries c o v e r e d .  

Respondents stated that  legal  st ipulations on joint  ventures are incorporated  

in various laws of the country including c o r p o r a t e / c o m m e r c i a l  codes ,  

ci vi l  laws,  and foreign investments l e g i s l a t i o n .

Laws on foreign investments are general ly  covered under the invest ­

ment incent ives  program in ea ch  country .  Their  main features include  

concessions on maximum foreign equity ownership,  employment  of aliens  

and r e mi t t a n c e  of profits ( see also Table  1® ) .

The important  st ipulat ions on foreign equity ownership are 

presented in Table  20 #
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Foreign Equity Stipulat ions for Preferred Industries  
in ASEAN Countries  Surveyed

Country Foreign Eauity Stipulations

Indonesi a Ini t ial  minimum Indonesian par t i c ipat i on is 20%.  
Opportunity shal l  be provided for Indonesian equity  
share to i ncr ease  to 51% within 10 year s .

Malaysia Projects to be evaluated on their own meri t s .  A joint  
venture should have signi f icant  an.ount of l oca l  equity  
pa r t i c i p a t i on ,  although percent age  not spe c i f i e d .  
Government  plans to achieve 70% Malaysian ownership,  
with 30% Eumiputra p a r t i c i pa t i on ,  by 1 9 9 0 .

Philippines In most eco no mi c  a c t i v i t i e s ,  maximum 30% foreign  
ownership a l l owed.  For preferred pioneer  enterprise  
( see Table  1 7 ) ,  100% foreign equity is al lowed;  
Phil ippine e qui t y ,  however ,  should be 70% within 30 
y e a r s .

For preferred nonpioneer  enterprise ( see  Table  17 ) ,  
at least  60% of equity should be Fi l i pi no .

Singapore No spec i f i c  rest r i c t i ons  on foreign equity p a r t i c i p a t i o n .

Thailand Business enterprises engaged in specif ied a c t i v i t i e s  will  
be licensed to operate  if more than 50% of c a p i t a l  is 
owned by Thais ,  and more than 50% of shareholders are 
Thai  c i t i z e n s .  For ce r t a i n  industries,  foreign control  
may be al lowed.

Employment  of aliens are gener al ly  allowed for manager i a l  and 

t ec hni cal  positions that  cannot  be f i l led by local  nat i onal s .  Training  

programs are also st ipulated sc that  the host c i t i zens  can eventual l y  

take over  the positions occupied by foreigners .  Although def ini te  t ime  

periods for the e x p a t r i a t e s '  stay are spec i f ied,  these can be e x t e nde d.

Remit tance of profi t  is discussed in the sub- sec t ion on Foreign

Exchange Control ,  Transfer  and Repat r i at ion,
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Foreign Exchange Control ,  Transfer  and Repatriat ion

The results of the survey i ndi cate  that the respondents in Indonesia,  

Malaysi a ,  Singapore and Thailand do not have any problems in conver t ing  

earnings aad payments into foreign currencies ,  and remit t ing them to 

r ec i pi ent  countr ies .

In Indonesia and Singapore ,  local  currencies  are freely conver t i bl e  

to other c ur r enc i es ,  and can be easi ly remit ted through the banking  

syst em.  Indonesia,  however ,  does not permit  r epat r i a t i on while  

exemption from taxes and levies are in e f f e c t .

Respondents in Malaysia  and Thailand c l a i m  that  foreign exchange  

requirements can easi ly be secured with proper documentat ions  and 

ful f i l lment  of government  f o r ma l i t i e s .

In the Phil ippines,  r e mi t t a n c e  and repat r ia t ion are general ly  allowed 

subject  to emergency rest r i ct ions on exchange operat ions and ava i l a bi l i t y  

of foreign exchange resources .  Lat e l y ,  due to ba l a nc e  of payments  

problems,  there are di f f i cul t i es  in securing foreign excha nge  for importat ions ,  

payments and r e m i t t a n c e  of  earnings.

Protec t ion of Patents and Trademarks

Interviews indicated that all the ASEAN countries,  e x c e p t  for 

Indonesia,  provide pr otec t ion from infringement  of registered patents  

and t rademarks .  A respondent  in Indonesia c l a i ms  that  they also register  

t rademarks with the Ministry of Industry,  although l e gi s l a t i ve  safeguards  

are not spec i f i ed.
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Respondents say that companies  whose trademarks are registered  

in the United Kingdom are also honored in Malaysia and given priori t ies  

in Singapore.

Patents and trademarks in Malaysia are governed by the provisions  

of the Traderr.* rk5 Ordinance and the United Kingdom Ordi nance .

Singapore has no provision for the original  grant  of patents while 

trademarks ira given pr otec t ion under the Trademarks A c t .

In the Phil ippines,  two respondents c i t e  that  a l l  foreign patents  

and t r a d e ma r k  have to be registered with the Phil ippine Patent  Office  

and the Tecfcir.iogy Transfer  Board.  Registrat ion with TTB is a 

prerequisi te 1 t,i Cent ral  Bank approval  for a ppl i ca t i on for foreign  

exchange for / « mi t t a nce  and payments .

Thailac-t  respondents report  a prol i ferat ion of product  i mi t a t i ons .  

Infringement  penalt ies under Tr ademark Act  BE 24 7 4  and BE 2 5 0 4 ,  are 

m i n i ma l ,

The foLuring t a b le presents the number ot years that  patents and 

t rademarks s<< protected in spec i f i c  host conntries sur veyed.
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Number of Years Stipulated in Protect ion  
of Patents and Trademarks in 

ASEAN Countries Surveyed

T a b l e  21

Country Patent T rademark Renewal

Indonesia • » •

Malaysia n . a . n . a . n . a .

Philippines 17 17 20

Singapore • » 7 14

Thail  and n . a . 10 Unlimited

• No applicable law
*• No provision
n.a. Not available

Double Ta x a t i on  Agreements

All the five ASEAN countries have double t a x a t i on  agreements  

with various other countr i es ,  applied to dividends,  royal t ies  and 

int erests .  Several  respondents mentioned that  expatriate' s i ncome or 

fees and other obligat ions remit ted to foreign pr incipals  are ordinari ly  

subjected to taxes in the country where it is ear ned,  and in the 

nat ional ' s  country .  With the tax t r e a t y ,  respondent companies  are 

general ly exempt  from tax in ei ther  one of the c o n t r a c t i n g  countries  

by reducing the normal  tax rate appl i cable  to c e r t a i n  c a t e g o r i e s  of 

income or by granting credi ts  for foreign taxes pa i d .  Tabl e  22 

shows the countries with which the ASEAN countr ies  surveyed have  

tax t r e a t i e s .

taw» "M  I
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Countries with Double Taxat i on Agreements  
with ASEAN Countries Surveyed

T a b l e  22

Country Indonesia Malaysia Philippines Singapore Thailand

Australia X X X

Austria X

Bangladesh X

Belgium X X X X X

Canada X X X X

Denmark X X X

Finland X

France X X X X X

Germany X X X X

India X X

Indonesia X X

Israel X

Italy X X

Japan X X X X X

Korea X X X

Malaysia X

Netherlands X X

New Zealand X X X

Norway X X X

Pakistan X X X

Philippines X X X



Cour! try Indonesia Malaysia Philippines Singapore Thailand

Poland X

Singapore X

Sri Lanka X

Sweden X

Switzerland X

Taiwan

Thailand X X

United Kingdom X X

United States



5 5

G.  Gt NE R AL  LEGAL FRAME OF J O I N T  VENTURE

The survey of joint venture respondent firms indicated that they are al l  

incorporated under the lavs of their  respect ive  host countr ies-  Only four of 

the respondents expl i c i t l y  c l a i m that they have written Joint  Venture Agreement s ,  

as shown inTa bl e  23 below.  The other governing documents invariably entered  

into among the parties of several  respondent firms are Tec hni c a l  Assistance  

Agreements and License Agreement s .

Table 23

Governing Documents Entered into 
among Parties of Respondent Firms

Country
Basic Documents  
of Incorporation

Joint  Venture 
Agreement

Tec hni c a l
Assistance
Agreement

Licensing
Agreement

Indonesia 3 2 - -

Malaysia 3 - 2 -

Philippines 9 1 2 4

S ing a pore 2 1 - -

Thailand 2 - - -

Total 19 4 _4 4
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1.  Basic Documents of Incorporation

The joint venture respondent firms in the different  ASEAN countries  

surveyed are essent ial ly  1 i m i ted - li ab i li t y companies with speci f ied nature 

of business,  c a p i t a l i z a t i o n  and shareholders .  The basic documents of 

incorporat ion and the language required by the host countries for  

incorporation of respondent firms are shown below.

Table 24

Type of Firm,  Basic Documents of Incorporation  
and Governing Languages Required by 

Host Countries of Respondents

Country Type of Firm Basic Documents Language

Indonesia Perseroan Terbatas (PT) 
(Limited liability company)

Draft Deed of Incorporation 
(Memorandum of association) 
and Articles of Incorporation 
(by laws)

Bahasa Indonesia

Malaysia Private or public companies Memorandum and Articles of 
Association

English

Philippines Corporation Articles of Incorporation and 
By laws

English

Singapore Company Memorandum and Articles of 
Association

English

Thailand Limited Company Memorandum of Association Thai

The typical  contents of the basic documents of incorporat ion are 

more or less similar  in the different  ASEAN countries surveyed,  as gathered 

from interviews.  The following table outl ines the major contents of an 

Art ic les  of Incorporation and By Laws.

¥

■ 9 V
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Typi cal  Major Contents of an Art ic les  
of Incorporat ion and By Laws

Artic les  of Incorporation

1 . Name of corporat ion

2.  Purposes

3.  Domici le

4 .  Life of corporat ion

5 .  Names,  nat i onal i t ies  and residences of incorporators

6 . Number,  names and residences of directors

7.  Capi t a l  s tock,  common and preferred

dividends

- dissolution 

redemption

- conversion  

voting rights

- consent  to corporate acts

8 . Subscribed c a p i t a l  stock

9.  Paid-up c a p i t a l

1 0 .  Designation of Treasurer

1 1 .  Transfer of stock  

By Laws

1 .  Office

2 .  Board of Directors

3 .  Officers

4 . Ce r t i f i ca t e s  of Stock
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5- Transfer of shares of stock

6 . F i scal  y e a r ,  dividends and accounts

7.  Stockholders meeting

8 . Corporat ion seal

9 . A mend men ts

2 . Joint  Venture Agreements

Based on the survey resul ts , only four of the 19 respondent firms expl i c i t l y  

c l a i m that they have Joint  Venture Agreements (JVA) among the equity 

partners of the corporat ions .  Although all  the respondent firms are 

goverr^d by their respect ive  incorporat ion documents ,  par t i cular ly  

st ipulations on ownership,  management  and transfer of stocks,  there are 

speci f ic  provisions in the JVA that may later  prove important  to the long"  

term viabil i ty of relat ionships among the joint  venture partners.  These 

provisions include enumerat ion of the major roles of the part ies ,  t e c hni ca l  

assistance,  force majeur e ,  arbi t rat ion,  duration and ter mi nat i on,  governing 

law and original  t e x t .  The outl ine of a typical  JVA is shown below.

Table 26

Outline of a Typi cal  Joint  Venture Agreement

1 . Preamble

2 . Formation of the Company

3.  Primary Object ives  of the Company

4 .  Ini t ial  Capi tal  and Shares

5-  Increase of Subscription and Issuance of Shares

6 - Subsequent Share Assignment

7 - Management

- 5 8  -
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8 ■ Board of Directors

9- Meetings of Shareholders

10-  Major Roles of Parties Hereto

11 .  Tec hni c a l  Assistance

12.  Procurement  of Financing

13 .  Account ing and Financi al  Matters

14-  Organizat ional  Expenses

15 . Burden of Taxes

16 .  Force Majeure

17-  Maintenance of Secrecy

1 8 .  Assignment ;  Adhesion

19 Arbitrat ion

2 0 .  Duration and Termination

21 . Effec five Date

22 . Governing Law

23 . Notice

2 4 .  Entire Agreement

25-  Original  Text

Art ic les  on management  general ly  define vot ing rights and control  

over the company;  they also provide st ipulations on management  of the 

production f a c i l i t i e s  by the t e c h n i c a l l y  knowledgeable partner ,  usually 

the foreign partner ,  for a speci f ic  ini t i a l  period of t i me .  A t ypica l  text  

on the l a t t e r ,  which refers to the Te c h n i c a l  Assistance Agr eement ,  is as

follows ;
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• While ( foreign partner) recognizes  the basic principle
set forth in Sect ion __________ , ( foreign par tner ) ,
however ,  deems it essential  for the success of the 
Project  that ,  during the Company's first three (3)  
years of c o mme r c i a l  operat ions,  ( forei gn partner) 
shall be entrusted with the authority and the 
responsibil i ty for plant management  through a Plant  
Manager to be designated by ( foreign par tner ) with 
the assistance of other ( mother  c o .  of foreign partner)  
technicians  as provided in the Tec hni c a l  Assistance  
Agr eement  referred to in Art i c le  , t

The roles and l i a bi l i t ies  of the partners are usually defined in a 

J VA,  T y p i c a l  wordings of this ar t i c l e  is shown below.

M a o r Roles of Parties Hereto

1.  During the continuance of this Joint Venture Agr ee­
ment ,  the parties hereto shall carry out their
respect ive  roles as prescribed hereunder .

2 .  Role of Local  Partners

(a)  To exer c i se  best efforts in assist ing the 
Company to obtain the necessary permits  
and licenses from the authori t ies  
concerned in the ( host c ount r y) for the 
establishment  and operation of the Company;

(b) To provide the Company with capabl e  
m anagement  personnel ;

( c )  To assist the Company in the sel ect ion  
and acquisi t ion of Plant sites sui table for 
Plant buildings,  l iving quarters ,  and other  
necessary f a c i l i t i e s ;

(d) To otherwise assist the Company and to 
cooperate with ( foreign par tner ) and the 
other parties for the success of the Project  
and the Company.

3 .  Role of Foreign Partner

(a)  To obtain for the Company from ( third c o ,  
which is mother co .  of forcigp par tner ) an 
excl usive l i cense for the use of ( third c o . ' s ) 
technology in the production of ( pro duct )
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under the most favorable terms and conditions  
possible upon the exe r c i se  of its best efforts,  
in relation to exist ing l i censes as of the 
execut ion of this Agreement :  and to unqual if iedly  
obtain such l i cense under most favored l i censee  
arrangements with respect  to all concurrent  or 
future l icenses or amendments of prior l i censes :

(b) To provide assistance on t e c h n i c a l  matters and 
guarantee the process,  plant c a p a c i t y ,  unit  
consumption of raw ma t e r i a l s ,  the quali ty of 
end products,  and the period required for 
guarantee test  runs to produce the guaranteed  
quantity and quali ty of the products envisioned  
by the Pr oj ec t ,  in ac c or da nc e  with the Tec hni c a l  
Assistance Agreement  ( the *TA Agr eement " )  to 
be entered into between the Company and (foreign 
partner) as provided in A r t i c l e __:

(c ) To dispatch to the Company t e c h n i c a l  personnel  
who shall be responsible for the supervision of 
the Plant Construct ion of the Company,  in 
accordance  with the Plant  Construct ion Contract  
to be entered into between the Company and 
( foreign partners) ;

( d) To provide,  for a period of at least  three (3)  
years after plant s tar t -up,  t e c h n i c a l  advisory 
staff to assist the Company in the operations  
and maintenance of the Plant in acc or danc e  with 
the TA Agreement :

(e)  To make avai l abl e  to the Company advice on 
techni cal  service  for marketing of (product) and 
t raining for the Company' s  personnel  for such 
technical  ser vice  in acc or da nc e  with the TA 
Agreement :

( f )  To undertake the training of local  personnel of 
the Company on Plant  design and const r uct i on,  
operations and maint enance  in acc or da nc e  with 
the TA Agreement ;

(g)  To cooperate  with the Local  Partners to 
make the Company successful  in its operat ion;

(h) (Foreign partner) wi l l  exer t  its best efforts to
undertake the marketing of the Company' s  
products for expor t .  ( Foreign partner)  will  
submit a marketing program as may be required 
by ( investment  incentives regulat ing a g e n c y ) to 
assist the Company in the development  of its 
export  market .
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Although the respondents which have JVAs general ly also have 

Te c h n i c a l  Assistance Agreements ,  the general  features of t e c hni c a l  

assistance are also usually contained in the JVA.  A typi ca l  text  follows-

T e c h n i c a l  A ss i s tance

X. For the success of the operation of the Plant using 
( foreign partner ' s)  approved standards and quality  
controls ,  ( fore ign partner)  agrees to render all  the 
necessary t e c hni c a l  assistance for the establishment  
and operation of the Plant of the Company under the 
terms,  condit ions and guarantees set forth in the 
TA Agreement  to be execut ed between (foreign  
partner)  and the Company.

2 .  (Foreign partner)  shall  also make avai lable  to the 
Company an;» ar.d all information which ( foreign partner)  
and/or  the Company shall  consider as necessary for 
the management  of the Project  in accor dance  with 
the said TA Agr eement .

3 .  Within twelve (12)  months from the date of this 
Agreement ,  the Company shall  execute  the TA 
Agreement  with (foreign partner)  under terms  
and conditions mutually agreed upon between 
the Company and (foreign par tner ) ; provided 
that the e f f e c t i vi t y  of such TA Agreement  shall  
be subject ,  among others,  to ( I )  the performance  
by ( fore ign partner)  of its obligations under this 
Agreement ,  including the remi t t ance  of its 
investment  in the Company,  and the execut ion  
and performance by (third c o . )  of a License  
Agreement  a c c e pt a bl e  to the Company,  and
( i i )  the Company’ s being able to procure the 
necessary f inancing for the necessary financing  
for the Pr oj e c t .

Ar t ic les  on Force Majeure general ly st ipulate the condit ions for 

force ma j e ur e ,  which may excuse involved party in non*performance of 

its obl igat ions ,  as i l lustrated below.

H |; .  i/  i n  1



- 6 3  -

Perce Maje uie

1.. If impl ementat ion of this Agreement  and/or  performance  
of any of the obligat ions of any and/or  all  of the parties  
herein is prevented,  suspended,  del ayed,  res t r i c t ed,  
and/or  interferred with by reason of force majeure ,  such 
as but not l imited to Acts of Gods, typhoons,  storms,  
t idal  waves,  ear thquakes ,  floods,  f i res,  acc idents ,  
epidemi cs ,  st ikes,  r iots ,  c i v i l  commotions ,  sabotage,  
insurrect ion,  rebel l i on ,  host i l i t ies  between nations,  war,  
embargoes ,  act ions by ei ther  or both of the ( host c o unt r y ) 
and (country of foreign partner)  governments ,  their  
subdivisions,  ins t rumental i t ies ,  e n t i t i e s ,  and/or  
agencies ,  (host country)  and/or  ( country of foreign 
partner)  laws,  de c r e e s ,  orders,  rules and/or  r egulat ions ,  
and such other similar  cont ingencies  beyond the 
reasonable control  of the party or parties conce r ne d,  
the party or parties so affected shal l ,  upon prompt  
written notice to the other party or part ies ,  be excused  
from the performance of its part or parts of this 
Agreement  but only to the extent  of such prevention,  
suspension,  d e l a y ,  res t r i c t i on,  and/or  int er ference

2 In all cases ,  the party so affected shal l ,  however,
exert  its best efforts to avoid,  r emove ,  and/or  forestal l  
such cause or causes of non-performance and to remedy  
and compl et e  performance with utmost dispatch.

Arbitrat ions are general ly  st ipulated in a JVA,  including language,  

place and rules governing the proceedings Some respondents indicated  

that  arbitrat ions are st ipulated to be done in the host country:  or in host  

country if foreign partner ini t ia tes  arbitrat ion proceedings,  or in the country  

of foreign partner if loca l  partner ini t iates  these:  or in a third country  

*uch as Swi tzer land.  Most respondents say that arbi t rat ion proceedings  

ate in accordance  with the Rules of Conci l ia t i on and Arbitrat ion of the 

Internat ional  Chamber of C o m m e r c e .  A typical  a r t i c l e  on Arbitrat ion is 

shown on the next  page.

< r rmr v ^ S i  .«I/ - 1 , i s [ Mm » ' « ’W I l II
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A r b 11 r a : i o n

1. Any dispute,  cont roversy ,  or di f f icul ty which -lay arise 
our of,  in relat ion to or in connect ion with this 
Agreement  shall  be set tled amicably through mutual  
consul tat ion between and among the parties he r e t o ,  
and for which the parties hereto will  exer t  utmost  
efforts

2.  In the event  that such dispute,  controversy and/or  
diff icul ty cannot  be settled through mutual  
consul tat ions as provided hereinabove,  the folio wing 
rules shall  be applied:

a .  All such disputes,  controversies or di f f i cul t i es  
shall  be set t led through arbi t rat ion;

b.  All arbi t rat ion proceedings shall  bt. conducted
in the English language at Geneva,  Swi tzer land,  
in acc or da nc e  with the Rules of Conci l i a t i on and 
Arbitrat ion of the Internat ional  Chamber of 
C o mme r c e ,  by one or more arbitrators appointed  
in acc oi da nc e  with said Rules*

The duration of a JVA is ge ne ra 1 ly as long as all part ies or their successors  

hold any share of s t ock,  and may be terminated on nonful f i l lment  of spec i f i c  

c r i t i c a l  provisions such as non-approval  of the project  by government  or 

nonavai labi l i ty  of proprietary process.  In some agr eement s ,  there may be 

also provisions for fade-out  of the foreign equity over a period of t ime  

with possible buy-out  formulas by the local  partners* Wordings of an 

a r t i c l e  on Duration and Termination is shown below.

Duration and Termination

1. This Agreement  shall  continue in e f f ec t  at long as al l  
the part ies hereto or their successors in interest  hold 
any share of stock in the Company,  unless sooner  
terminated as provided for hereunder*

2* Any party hereto shall  have the right to ter mi nat e  
this Agreement  by giving the other part ies wri t ten  
notice to that  e f f ec t  upon the occur r ence  of any 
of the following e v e n t s : .
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(a)  When the required (host count r y) government
approvals mentioned in A r t i c l e _________
shall  not have been obtained within twelve ( 1 2 ) 
months from the date of this Agreement ;

(b)  When the TA Agreement  is not signed within 
twelve ( 1 2 ) months from the date of this 
Agree ment:

( c )  When the License Agreement  with (owner of 
process) , upon terms and condit ions a c c e p t a b l e  to 
( l o c a l  partner) , is not signed within twelve ( 1 2 ) 
months from the date of this Agreement ;

(d) When the business is terminated by decision  
of the required majori ty of the shareholders  
of the Company.

Upon default  of any party in the performance of any 
obligat ions to be performed by such party,  the other  
party may give notice in writing to the party in 
defaul t ,  specifying the thing or mat ter  in defaul t -  
Unless such default  be remedied within six ( 6) 
months following the giving of such not i c e ,  or if 
such remedy cannot  be completed within such six ( 6 ) 
month period,  or if such act ion for the remedy  
thereof  cannot  be undertaken promptly upon recei pt  
of such notice and di l igent ly prosecuted t he r e a f t e r ,  
the party giving such not ice may give further writ ten  
not ice to such other default ing party,  notifying  
terminat ion of this Agreement ,  in which event  this 
Agreement  shall  terminate on the date specif ied in 
such further n o t i c e .  Such right of terminat ion shall  
be exerc i sed in addition to,  and not in substitution 
of,  any other remedies that may be avai labl e  to the 
party serving such n o t i c e .  Any terminat ion in the 
exer c i se  of such right shall  not r el ieve any of the 
parties hereto*  From any obligat ion accrued to the 
date  of such t er minat ion,  or re l ieve  the party in 
default  from l iabi l i t y  and damages to the other  
parties for breach of this Agreement -  Waiver by 
any party of a prior single default  or succession of 
defaults shall  not deprive such party of the right  to 
t e r minat e  this Agreement ,  or to have recourse to 
arbi t rat ion,  or from fil ing sui t ,  in the event  of 
further default*
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The governing law of the J V A s , according to the respondents with 

this type of agr eement ,  is normally the laws of the host country ,  and 

the language is English.

The other important  ar t i c les  include those on transfer of stock or 

"Subsequent  Share Assi gnment " ,  and "Burden of  T a x e s " .  The transfer of 

stock usually speci f ies  that exist ing shareholders are given the right of 

first refusal  for a speci f i c  period of t i me,  say 45 or 60 days.  This 

provision is also usually contained in the Ar t i c les  of I ncorporat ion.  A 

sample st ipulat ion is shown below,  although the specif ied period wherein 

to grant  the right of first refusal  may not be contained in other agr eement s .

Subsequent Share A s s ignm en t

1,  For a period of seven years after the format ion of the 
Company,  or upon publie listing of the Company,  
whichever  occurs first ,  if any of the shareholders  
desires to sel l ,  assign,  or transfer any or all  of its 
shares in the Company,  such s a l e ,  ass ignment ,  or 
transfer shall  be ef fected subject  to the provisions 
of the Art ic les  of Incorporation of the Company  
prescribing that the other shareholders shall  be given 
the right of first refusal  within 60 days from r ecei pt  
of writ ten notice to acquire such shares to the e x t e nt  
set forth in said Ar t i c l es .

On the Burden of Taxes ,  the joint venture company shall  bear all  

taxes ,  duties and levies imposed by host country government  in connect ion  

with any a c t i v i t y  and business of the company.

Te c h n i c a l  Assistance Agreement

A typical  outl ine of a Te c h n i c a l  Assistance Agreement  (TAA)  is 

shown in the following t abl e .
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Table 27

T y p i c a l  Outline of a Te chni c al  Assistance Agreement

1 . Preamble

2 Definitions

3 . Licenses

4 . Supply of Information

5 . Visi tat ion and T e c h n i c a l  Assistance

6 - Ex penses

7- Payments

8 . Sec rec y

9- Patent Immunity and Trademarks

1 0 . Term and Terminat ion

11  . Most Favored Nation Clause

12 . Arbitrat ion

13 . Use of Information

14 . Force Majeure

1 5 . A ssignabil i ty

16 . Notices

17- Effect ive Date

The main features of a TAA are general ly  the granting of l icenses

to the joint venture firm to use proprietary information and p r a c t i c e  the 

process,  and to furnish al l  technology and improvements to said process-  

The administrat ion of these include visi tat ion to the foreign operat ing  

plant ,  t raining of l oca l s ,  and i n i t i a l  operation of the joint  venture plant  

with guidance from the t ec hni cal  staff of the l i censox.
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Licenses are usually granted to the joint  venture firms on a non­

excl usive  basis and with cer tain geographic l i mi t a t i ons .  S ome t i me s ,  

there are also st ipulations wherein the joint  venture firm is acquired to 

assist in patening any proprietary information owned by the l i censing  

com p a n y .

A sample wording of an ar t i c l e  on Licenses is presented below.

Licenses

1 . ( Foreign c o . ) agrees to grant and does hereby grant  to ( joint  
venture f i rm) a nonexc l us i ve , i ndi vi s i bl e ,  nonassignable  
right and l i cese  to use the Information and to p r a c t i c e  the
( proprietary name) processes in the plant in the ( host 
country) , but not elsewhere,  with no rest r i ct ion on the use 
or sale anywhere in the world of the products resulting from 
such use and p r a c t i c e .  This right and l i cense granted shall  
include the right to make,  or have made any equipment  or  
apparatus necessary for such use or p r a c t i c e ;  provided,  
however ,  that  when any such equipment is made by a party 
other  than (joint venture firm ) ,  shall first cause said 
party to agree in writing not to disclose any Information  
it might  receive in connect ion therewith and agree not to 
use any such Information in the manufacture  of equipment  
for parties other than the ( joint  venture f i r m ) .

2 .  (Foreign c o . ) agress to erant and does hereby grant to 
( joint  venture f i rm) a i.^ne xc lu si ve , indivisible ,  nonassign­
able right and l i cense under the Licensed Patents to the 
ext ent  such Licensed Patents cover  the use of the Informat ion  
and/ or  the pr ac t i ce  of the (proprietary n a m e ) processes.

In the event ( joint  venture firm) receives  any i nf or m­
at i on,  on which (foreign c o . )  has not fi led an a ppl i ca t i on  
for patent  in the ( host country) ,  and (joint  venture f i r m) 
feels an applicat ion for patent  should be f i led,  then ( joint  
venture f i rm) shall so notify (foreign c o . ) writ ing of its 
desi re.  In order to assist ( joint  venture f i r m) in reachi ng  
a decision in this regard,  ( foreign c o . ) agrees ,  per iodi ­
c a l l y ,  but at least  twice a y e a r ,  during the term a ppl i ca bl e
in Sect ion___ hereof ,  to advise ( joint  venture f i rm) of patent
and patent appl icat ion of ( fo re i gn c o . ) filed by (fo rei gn c o . ) 
original ly  in the (country of foreign c o , ),  or elsewhere ,  or t i t l e  
to which is acquired by (foreign c o . )  i r respect ive  of where
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original ly  f i led,  r elat ing to or covering the Information  
and which could form the basis for the obtaining of 
patents under the pafeni laws of the (host c o u n t r y ) .
(Fore ign co •), if it agrees with ( joint  venture f i r m ) , 
shall  then file said appl icat ion for patent in the 
(host  country)  and said filing and the maintenance  
of the applicat ion and subsequent patent shall  be at 
the expense of ( foreign c o . )  and that any such appl icat ion  
for patent  shall  be in the name of (foreign co •) all  
appl icat ions for patent ,  and patents issuing thereon,
filed in accor dance  with this S e c t i o n ______, shall  be Licensed
Patents for the purposes of this Agreement .

4 .  ( Joint  venture firm) shall  furnish to (fore ign co . )  all  
technology and improvements it has made or makes or 
develops based on the Information or any other information  
or know-how received from (foreign c o . )  under the terms  
of this Agr eement .  Further ,  ( joint venture firm) agrees to 
grant  and does hereby grant to (foreign c o . )  the right and 
l i cense to use said technology and improvement  in its 
f a c i l i t i e s  in the (country of foreign c o . )  and the right
in ( foreign c o . )  to transfer said technology and i mpr ove­
ments to af f i l i a te  and subsidiary l icensee of ( foreign c o . ) ; 
provided,  however ,  that  said l icensee agree to a s imilar  
right in ( foreign c o . )  to transfer their technology and 
improvements to ( joint  venture f i r m ) . In the event  that  
( joint  venture firm) obtains patents in the (country of 
foreign c o . ) and/or  elsewhere ,  exclusive of the (host c o u n t r y ) , 
cover ing said technology and improvements then it shall  so 
notify (foreign c o . )  thereof .  At the request of (country of 
foreign c o . ) , ( joint  venture firm) agrees to give ( foreign c o . )  
and/or  its a f f i l i a te  and subsidiary l icensees which employ  
the (name)  processes,  the right of first refusal  of a l i cense  
in and to said patents ,  anywhere in the world,  upon reasonable  
terms and condit ions.

5 .  In the event  ( foreign c o . )  r ecei ves  any technology or
improvements ,  as defined in Se c t i o n_____ . h e r e o f ,  from
(joint  venture firm) on which (joint  venture firm) has 
not filed an appl icat ion for patent in the (coun try of 
fore ign c o . ) , or in any country of an aff i l i a te  or 
subsidiary l i censee of ( foreign c o . ) . and ( foreign c o . )  
feels that appl icat ions for patent should be f i led,  then 
( foreign c o . )  shall  so notify ( joint  venture f i r m ) in 
writing of its desi re .  In order to assist (fore ign c o . )
in reaching a decision in this regard,  ( joint  venture f i rm)  
agrees ,  pe r i odi c a l l y ,  but at least  twice a year ,  during
the term appl i cable  in Sect ion ____hereof, to advise
(foreign co ■) of patents and patent  appl icat ions of 
( joint  venture c o . )  filed by( joint venture company)
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original ly in the ( host coun try) or elsewhere ,  r e la t i ng  to 
or covering said technology or improvements and which 
could form the basis for the obtaining of patents under the 
patent  laws of the ( country of foreign с о . ) and/or  under 
the patent  laws of the countries in which af f i l i a t e  and 
subsidiary l i censees  of ( foreign c o . ) are d o mi c i l e d .
( Joint venture с о . ) , if i r  agrees with ( f o r e i g n  со . ) . shall  
then file said appl i cat i on for patent  in the ( country of 
foreign с о . ) ,  and elsewhere as requested by ( f o r e i g n  с о . ) 
but said filings and the maint enance of the applicat ions  
and subsequent patents shall be at the expense of 
( j o i n t  venture с о . ) . Upon the procurement  of any said 
p a t e n t ,  as af or esaid,  then ( joint  venture с о . )  shall so 
notify ( foreign с о . )  in writing thereof  and offer a l i cense  
or l i censes as set out in S e c t i o n ___her eof .

Aside from the granting of l i c e n s e ,  the process of supplying

information is also an essential  portion of a TAA.  A sample a r t i c l e

follows:

Supply of Informat ion

1 . (Foreign Co. )  hereby grants ( j o i n t  venture c o . )  the l i cense  and 
the right  to continue using all  the ( n a m e ) Processes heretofore  
furnished or made avai labl e  by ( foreign c o . )  to ( joint  venture  
c o . )  and furnish all  t echnology and improvements  related to 
such processes including those contained in the process know­
how manual containing the best  informat ion avai l abl e  to 
( foreign c o . )  previously furnished by ( foreign c o .) to ( joint  
venture c o . )  such as the following i tems:

( a )  Detai led process descr ipt ions ,  including:

( i) considerat ions leading to spec ia l  arrangement  
and/or  design of equipment ;

( i i )  information as to mater ial s  of const ruct i on;  and

( i i i )  safety and other precaut ions ,

( b) Normal method and control  of operat ions ,

( c )  General  s tar t -up procedure,

( d )  General  shut-down procedure,

( e) Physical  and c he mi ca l  data for c h e m i c a l  reac t ions  
i nv o l v e d .
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(f) C h e m i c a l  speci f icat ions  and usage.

(g) T y p i c a l  ut i l i t i es  consumption,

(h) Composi t i on and conditions of al l  feed,  
and eff luent  st reams,

pro due t

(i) A n a l y t i c a l  procedures.

(i) Gener al  process flow diagrams including  
and heat  ba l a nc e s ,

m a t e r i a l

00 Ma i n t e n a n c e  inst ruct ions,  and

( 1 ) Suggested plant layouts,

al l  in reasonably sufficient  detai l  or is required as a basis for 
process design for units in the Plant and to enable skilled  
engineers to oper ate  such units and pr a c t i ce  the Processes in 
the Plant of the same is engineered and const ructed in a cc or d a n c e  
with a process design made by ( forei gn c o . ) or approved by 
( foreign c o . ) .  The process know-how manual  shall  also contain  
the polymerizat ion recipes for use in the Plant .

2 .  During the period of the delivery to ( joint  venture f i rm)
of the process know-how manual ,  pursuant to Sect ion ______
of the T e c h n i c a l  Agreement  of ( d a t e ) ,  and ending on ( d a t e ) ,
( foreign c o . )  shal l ,  from t i m e  to t i me,  del iver  to ( joint  
venture f i r m) the continuing i nformat ion,  which del ivery  
shall be in the form of wr i t ten reports and at  meet ings of 
( foreign c o . )  and ( joint  venture f i r m) personnel wherei n I n f o r m­
ation is t ransmit ted o r a l l y .  In the case of me e t i n g s  as a f o r e ­
said,  there shall not be more than two ( 2) any such meet ings  
in any one cal endar  year  at tended by no more than four ( 4 ) 
representat ives  from each party her e t o .  The si te of such 
meet ings  shall  be in the (country of foreign c o . )  unless the 
parties hereto agree o t h e r wi s e .  Each such meet i ng  shall  be of  
no more than one working week in duration and all  expenses of 
personnel  par t i c i pat i ng  therein shall be borne by the employees  
of said personnel .

Some respondents i ndi c a t e  that  they would require a most favored 

nation c lause which ensures,  to some e x t e n t ,  that  their  cost  of 

acquir ing the technology will  not be more expensive than in the case of 

other l i c e n s e e s .  A sample clause f ol l ows.

' I  I f f W j r W I W P f
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( Owner of process)  represents and warrants that on the 
date hereof ,  no third person has a l i cense from ( owner of  
process)  to manufacture  ( product)  by the ( owner of proceess)  
Process cr to use ( owner ' s) t echnical  information in conne c t i on  
therewith on non-running royal ty bearing monetary  terms,  or 
equivalent ,  more  favourable to the l i censee  than those provided 
for her e i n .  In the event  ( owner of process)  shall  grant  such a 
l i cense to a third party for use in any party for use in any part
o f ____________________________________________on non-running r oyal ty
bearing monetary terms or equivalent  which are more favorable  
to the l i censee than those provided for her e i n ,  prior to the t i m e
th3t _____________________ has made all of the payments to ( owner
of process)  provided for in A r t i c l e ___above ,  then such mer e
favorable non-running royal ty bearing monetary t erms,  or 
equivalent ,  shall  be extended to hcreundet

License Agreement

A License Agreement  (LA) general ly covers the granting of  the use 

and appl icat ion of i n t e l l e c t u a l  proprietary rights such as se c r e t  formula  

process ,  parent ,  t r a de ma r k ,  brand and copyrighr .  Since the T A A on 

the other hand covers the extension of required assistance or services  by 

the l i censor  to the l i c e n s e e ,  T A A therefore is broader in scope than an 

LA. A typical  out l ine of an LA is presented in the following t a b l e .

Table  28

Typi ca l  Outline of a License Agreement

1 .  Definitions

2 .  Del ivery of Te chni c al  Information

3 .  Grant of Right and License

4 .  Considerat ion

5 .  Exchange of Techni c al  Information

6 . Se cr e c y

WTf B tfiBi ............................... ,U(J< •W+y y r ,*9 '+ m'- r ‘V * * r rr
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7.  Fil ing of Patent  Application and Maintenance

8 . Patent  Indemnity

9- Most Favored Nation Clause

1 0 .  Term

1 1 .  Waiver and Modifications  

12 . F orce Majeure

1 3 .  Terminat ion and Suspension

1 4 .  Assignabil i ty  

15 - A rbit rat ion

1 6 .  Notice

1 7 .  Approval  by the Host Country Authorit ies

1 8 .  Warranty
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H. IMPLEMENTATION OF THE JOINT VENTURE

The i mpl ementat ion of the joint  venture project  among the firms  

surveyed was most often a joint  effort  by both l oca l  and foreign partners .  

Table 29 summarizes  the part icipants that were general ly  responsible  

for precont r ac t i ng  and cont rac t ing a c t i t i v i t i e s  of the respondent f i rms.

Table 29

Partner  Responsible for Implementat ion of the 
Joint  Venture Project

Local  Partner Foreign Partner Joint Effort Tot a l

Indonesia - 2 1 3

Malaysia - 2 - 2

Philippines 1 1 7 9

Singapore - 1 2

Thailand 2 __2

Total 3 6 9 18*

More detai led discussion into the pr econtr ac t ing  and cont r a c t i ng  

phases of projec t  i mpl ementat ion is presented below.

1.  Pr econt r ac t i ng  Phase

According to the respondents surveyed,  it  was usually  

the joint  venture company which was di rec t ly  responsible  

for the pr econt r ac t i ng  a c t i v i t i e s  when the ptoduct ion f a c i l i t y  

was est abl i shed.  However,  the foreign partner  in the joint  

venture often made significant  contributions in the t e c h n i c a l  

aspects  of impl ementat ion part i cular ly in the case of 

maj or i t y  foreign-owned firms.  In most  cases ,  the foreign 

par tner  owned or had experience with the technol ogy;  thus

• № response from one Malaysian firm.

iPwyp'JUJffypi' 1 "u ■"?»'«yefi \ SI/,»
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the se l ec t i on of the foreign partner usually determined also the 

technology to be used by the joint  venture.  The contr ibut ion of 

the foreign investor was by way of assigning its t e c h n i c a l  personnel  

to assist in techni cal  studies,  plant design,  and procurement  of 

ma chi ner i es  and equipment .  The l oca l  investor  also contr ibuted  

its knowledge of the market  as it related to requirements in 

t e c h n o l o g y .

Both foreign and local  partners were usually involved in the 

joint venture company when bids were issued,  e v a l u a t e d ,  and 

negot iated with the se l e c t e d  bidder.  In the case of two maj or i t y  

J apanese- owned firms in Indonesia and Mal aysi a ,  the Japanese partners  

took the lead in the pr econtr ac t ing  a c t i v i t i e s  since they were the 

major i ty  owners and werein the management  of the joint  ventures .

In the case of project  f inancing,  the joint  venture company  

was again frequently the enti ty di rec t ly  handling negot i a t i ons .  

However ,  in majori ty  forei gn-ow ned compani es ,  the foreign partner  

played a signi f icant  role in sourcing funds par t i cular ly  when equip­

ment is sourced from the country of the foreign partner .

In the case of the ASEAN Industrial  P r o j e c t  on ur ea ,  the joint  

venture firm ini t iated arrangements for the bidding of the p r o j e c t .

Bid documents were issued,  asking for quotation on the projec t  which 

covered the following aspects:  engineer ing,  design,  procurement ,

const ruct ion and supervision of e r e c t i on ,  s t ar t -up of operat ions ,  

and training of personnel .  Negotiat ions for loans to f inance the

project  were also undertaken at the same t i me .
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2 . Contract ing Phase

The survey also indicates  that the cont r ac t i ng  phase 

of project  impl ementat ion was again normally a joint effort  

of the local  and foreign partners.

To supervise i mpl e me n t a t i on ,  a project  management  

team was often formed consist ing of personnel assigned by 

both part ies .  The project  management  team may include  

personnel with production and techni cal  background as well  

as those knowledgeable in f inancial  aspects and cont r ol .  The  

team was generally responsible for control l ing all aspects of 

the project  and for protect ing the interest  of the shareholders  

in the execut ion of the pr oj e c t .  In par t i cular ,  the project  

rrranagement team monitored different  stages in the const ruct ion  

of the plant ;  coordinated and inspected the purchase,  cons t r uc ­

t i on,  assembly,  and instal lat ion of the machinery and equipment ;  

supervised the t raining of the employees regarding plant  

operat ion;  evaluated the s t ar t -up of the plant to r e a l i z e  guaranteed  

c a p a c i t y ;  and determined the a c c e p t a n c e  of the plant from the 

c o n t r a c t o r .

In majori ty local - owned firms in the Phil ippines and Thai l and,  

the local  partners exerc i sed greater  responsibili ty over the a c t i v i ­

ties in the cont r ac t ing  phase al though,  in some firms,  representat ives  

of the foreign partner were avai l abl e  to provide assistance in the 

t ec hni cal  and t raining aspects .

Respondents in the Philippines indicate that services  of 

local  cont r ac tors  were normally commissioned as long as they

..» » » <■ — —«-------  w i . ' i i i f  . —  n ' i ' j trv tmw' i p t im  i i . a m i w y w m .ii. m  i. I pm i .p » uiiu > i i » ■ -  w . iu m j
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were qualified to do the job.  Otherwise,  foreign firms were 

commissioned as in the f abr icat ion of high pressure vessels  

in one respondent f i rm.

In one majori ty local  respondent firm in the Phil ippines,  

its plant was almost  implemented enti rely by l oca l  personnel ,  

except  for certain machiner ies  for which local  firms could 

not f a br i c a t e .  This was undertaken in order to minimize  

investment  cost and foreign exchange outflow.  However,  several  

years after  impl e me n t a t i on ,  plant personnel complain of frequent  

breakdown in their machi ner i es .

In the ASEAN Industrial  P r o j e c t ,  the firm entered into 

several  arrangements with Japanese consult ing firms for assis­

tance in control l ing and supervising the general  c o n t r a c t o r ’s 

works;  performing projec t  management  and cont r ol ;  cont rol l i ng  

a c t i v i t i e s  for the e f f e c t i v e  implementat ion and successful  

complet ion of the plant ;  and with Indonesian firms for providing  

t raining for its employees .

In the case of  major i ty  f or eign- owned respondent firms in 

Indonesia and Malaysia ,  foreign partners bad full responsibil i ty  

and control  in all  areas in the cont rac t ing phase.  This is also 

true for the Indonesian firm whose ownership st ructure is 50% 

local  and 50% foreign.

Tw r*
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I.  OPERATION OF THE JOINT VENTURE FIRM

This sect ion discusses the current  operation schemes of joint  venture  

respondent firms and covers topics on direct ion and ma n a g e me n t ,  supply 

of raw ma t e r i a l s ,  plant operat ions ,  and mar ket ing  ar r a nge me nt s .

1 .  Direction and Management

Board of Directors and Managem ent

In al l  the firms surveyed,  the prevai l ing general  m a n a g e ­

ment structure is the presence of a group of directors  who 

takes responsibili ty for the f i r m ' s  overal l  management  and' 

policy making while a ma na g e me nt  team or set of e x e c u t i v e  

officers manages the d a y - t o - d a y  affairs of the f i r m.

In most f irms,  the group which supervises the overal l  management  

is cal led the Board of Di rec tors .  In the case  of the two 

Indonesian respondent f irms,  this group is referred to as the 

Supervisory Board in one firm and the Board of Commissioners  

in the other .  In f a c t ,  the Board of Directors in these two 

entities has a different  connotat ion and ac t ual ly  refers to e x e c u ­

tive officers  which handle the d a y - t o - d a y  management  of thei r  

companies .  Except  for Indonesia,  the Board of Directots  in the 

respondent firms is composed of  members  who are e l e c t e d  by the 

shareholders.  Tne number of directors ranges from 6 to 2 3 ,  but  

most firms have 6 to 9 m embers in the Board.

The Board may represent  the foreign and l o c a l  partners  

and,  in some instances ,  f i nanc i a l  institutions which bave  

extended financing to the f i r m.  The distribution of  the firms
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broken down by the number of members in the Board follows:

Table  30

Distribution of Respondent Firms 
Classif ied by Number of Board Members

No. of Board 
Members

No . of
Responses

6 - 9 8

11 - 13 4

23 1

Nor avai lable 6

Total 19

In ge ne r a l ,  the distr ibut ion of the members in the Board 

represents the r e l a t i ve  equity interests of the l o c a l  and foreign 

partners .

In two respondent firms in the Phil ippines,  an Execut i ve  

Commit t ee  composed of about six persons has been formed to 

whom the Board of Directors  has delegated some of its powers.  In 

one c a s e ,  it has the authori ty to make decisions for the Board.

The management  team is general ly  composed of senior  

officers such as the Pres i dent ,  Vice President ,  e t c .  who are ei ther  

elec ted or appointed by the Board of Di rec tors .

In the ASEAN f e r t i l i z e r  projec t  based in Indonesia,  the o p e r a ­

ting officers  are referred to as the Board of Managing Directors which 

is composed of the President  Di r e c t or ,  the Finance Di r e c t o r ,  the

i'i ' m
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T e c h n i c a l  Di rec tor ,  the Co mme r c i a l  Direc tor ,  and the General  

Affairs Di rec t or .  These officers are all  appointed from nominees  

from the five ASEAN countries involved in the projec t  except  

Si nga por e .

In the majori ty  foreign-owned respondent f i rms,  top op e r a ­

ting positions are normal ly  occupi ed by e x p a t r i a t e s .  Among  

maj or i t y  foreign-owned respondent firms,  one e x p a t r i a t e  General  

Manager  in the Philippines who has the major  responsibi l i ty in 

the d a y - t o - d a y  affairs of the business is assisted by several  o p e r a ­

ting off icers  who are all  Fil ipino nat i onal s .  In a respondent firm 

in Indonesia,  the President is a foreigner  and so are the maj or i t y  

of the operat ing of f i cer s .  In the other major i ty  foreign-owned  

f i rms,  e xpat r i a t es  are employed as P l a n t / P r o d u c t i o n / T e c h n i c a l  

Ma n a g e r .

A number of major i ty  local - owned respondent firms do not 

employ any e x p a t r i a t e ,  although there are other  s i mi lar  f i rms  

which employ expat r iates  who serve as V i c e  President  in F i na nc e ,  

Senior Vice President in Corporate Planning,  C o m m e r c i a l  Director  

and General  Affairs Di rec tor .

Decision Making Procedures

Decision making responsibil i t ies vary for Board of Directors  

and for top and middle level  management  groups.

Pol icy formulat ion,  long- term investments,m ajor c a p i t a l  

expendi t ur es ic r gani zat ional  rest ructuring,  and hiring of senior  

management  personnel const i tute major  decision areas normally

vested in the Board of Direc tors .
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On the othei  hand,  responsibi l i t ies  of top and middle ma n a g e ­

ment usually include:  d a y - t o - d a y  operat ions ,  l imi ted amounts .
r

o f  ca pi t a l  expendi tures ,  nor mal  and recurring expenses ,  and hiring

i
of managers and other personnel below top ma na ge me nt .  i

I
The General  Manager ,  who is the only expat r i a t e  in the case  

of a major i ty  foreign-owned respondent firm in the Phil ippines,  

handles the d a y - t o - d a y  operations and is solely responsible to the 

foreign investors for running the operat ions .  Important  decisions  

that  cannot  be made by the General  Manager  are taken up by him 

dir ec t ly  with the foreign part i cipants  and not through the local  

Board of Di rec tors .

In a firm in Ma l a y s i a ,  the respondent reports that major  

decisions are nor ma l l y  reached af ter  formal  or informal  consul ­

tat ions with the major  l oca l  and foreign shareholders .

Hiring and Dismissal  of Employees [
tI

Ge ne r a l l y ,  l oca l  management  takes responsibili ty for hiring j

and dismissing l o c a l  employees whi le the foreign partner appoints I
i

the e x p a t r i a t e s .  j
r

In the respondent firms in Indonesia,  the long- ter m hiring 

pol icy has to be geared towards the l o c a l i z a t i o n  of ma na ge me nt ;  

i . e .  the hiring of Indonesian nationals  to fi l l  in management  

posi t ions .

In the ASEAN Ac e h  Industrial  Pr ojec t  in Indonesia,  the  

expressed policy of  the firm is to give pr ef er ence  in hiring people  

within the area whenever there are qualified personnel .
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Training

Tr ai ni ng  has been and continues to be a major  concern of  

the joint  venture respondent f i rms.  The different  t raining programs 

avai labl e  in the respondent f irms are presented below:

Table 31 l
(

Avai lable Training Programs in the Respondent Fi rms :

Training Program N o .  of Responses

In-house training 12

Training abroad 8

Local  training 6

Others (pr ovidedby equipment  
supplier) 1

In the ma j o r i t y  of respondents,  the supervisors,  foremen,  

operators ,  and workers are provided in-house t raining by l oca l  

personnel ( e . g . .  Plant and Assistant Plant Manager )  and expat r i a tes  

who come from the company of the foreign partners .

In a number of respondent f i r m s ,  key t e c hni ca l  and ma n a g e ­

ment  of f icers  are sent to the foreign partner ' s  plant to train and 

to observe latest  t e c h n i c a l  and management  developments of the 

business.

Employees pa r t i c i pa t e  in l oca l  seminars outside the company  

on the management  and t ec hni cal  aspects  of the business.

Safety Standards

Following is a list  of precaut ionary measures and 

safety standards c l a imed to be observed by respondent  

f i rms.  Others may also observe these ,  but did not 

mention them during the int er views.  Their  obj ec t i ves  with

"  » • m m r n r n - ’  I j '  m u  ■■k w — 1 ’ » » »■ w n r * m m * r ***r
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regard to safety are to enhance the health and safety of the workers 

and to prevent oc c ur r e nc e  of al l  kinds of acc i de nt s .

Table 32

Safety Measures and Standards in the 
Respondent Firm s

Safety Measures and Standards N o . of Responses

Enforcement  of housekeeping and 
cleanl iness  rules 5

Use of  pr otec t ive  equipment  such 
as hard hats ,  shoes,  glasses 4

A v a i l a b i l i t y  of fire fighting
f ac i l i t i es  and equipment 3

A v a i l a b i l i t y  of a working
manual  outl ining proper  
way of doing things 3

Assignment of a safety o f f i c e r /  
engineer  to oversee plant  
safety 2

Use of instrumentat ion to keep  
track of c r i t i c a l  levels  io 
the production area 2

A v a i l a b i l i t y  of wa t e r  t r e a t ­
ment f a c i l i t i e s 2

A vai labi l i ty  of c h e m i c a l  t r e a t ­
ment f a c i l i t i e s 2

Conduct  of convocat ions  on 
safety 2

Avai labi l i ty  of waste and effluent  
disposal systems 1

A v a i l a b i l i t y  of first aid services 1

rH ftm ii i w " * 1 ’  ' m »in f« » ,i ■  | i
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Performance Incent ives

Merit  increase is most often given by the respondent firms as 

a reward and incent ive  to deserving personnel .  Presented below 

are the different  performance i ncent ives  mentioned by the firms 

sur veyed.

Table  33

Performance Incent ives  in the Respondent Firms

__________ Incent ive_________

Meri t  increase  

Bonus

Profit  sharing 

Sales comm ission 

Promotions

Prize money and l e t ter  of 
recognit ion

No.  of Responses 

8 

6 

5 

2 

2

1

Supply of Raw Mater ial s

I
Feedstock and Ca t a l ys t

T h e  majori ty  of the respondent firms source their  r equir e­

ments from several  suppliers depending on who offers the best  

possible condit ions in terms of price and qua l i t y .  A number of  

firms refer  to the i nt er nat ional  market  price of the product as a 

guide in determining at what pr ice the firm is to procure its

raw ma t e r i a l s .
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Some firms have entered into long- term arrangements with 

suppliers or wi th the foreign partner  to be assured o f  regular  supply.

A respondent firm in Indonesia has mai nt ained a “mul t i - channel  

supply system" and sources its feedstocks from various country 

suppliers.  Some of the supply agreements  general ly contain pro­

visions on quanti ty and quali ty of the raw ma t e r i a l s ,  but not on 

prices as these are subject  to negot iat ions  p e r i odi c a l l y .

In the ASEAN A ceh I ndu. t r ial  P r o j e c t ,  the natural  gas i f  procured 

on a f ixed pi ice as per agreement  among the five part i c ipat ing  

nations Its ca t a l ys t s  are sourced wherever the costs are l e a s t .

In the case of a Philippine subsidiary respondent f i rm,
\

feedstock requirements are ordered through the parent  company.

Fuels
• «r

Fuel requirements of most of the surveyed firms are bought  

from l o c a l  ref ineries  on ei ther  cash or c redi t  basis .  Most f i rms,  

however ,  are st ill  accorded credi t  f a c i l i t i e s  in their procurement  

of their  fuel needs.

' The  ASEAN Aceh joint venture firm enjoys a price subsidy

extended by the Indonesian Government  in the purchase of its fuel  

r equir ement s .  •

3 .  Plant Operations

Major  On-Stream Factors

T e mpe r a t ur e  and pressure are the most mentioned major  on­

stream factors which are c r i t i c a l  to the manufacturing processes of the 

respondents.  The table below summarizes the results of the
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survey regarding on-st ream plant  f ac t or s .

Table 34

Major On-Stream Factors  in the Respoudent Firms

- 86 -

On-Stream Factors No .  of Responses

Tern perature 6

Pressure 6

E l e c t r i c i t y / V o l t a g e 1

Moisture 1

Polymer izat ion building 1

React ion t ime 1

Refrigerat ion 1

Residence t ime 1

VCM leakage 1

Viscosi  ty

Major Operat ional  Problems

1

Tbe majori ty  of responses of  the 12 f i :ms which e labor ated on 

their major  operat ional  problems are power fai lure and machi nery  

breakdown as discussed below.

a) Power f a i l ure .  This results in higher  production costs due 

to frequent  s t ar t -up.

According to one respondent in the Phil ippines,  even 

the scheduled "brown- out s” pose problems just  l ike the 

unscheduled ones. since schedules  announced by the ut i l i ty  

companies  are not s t r i c t l y  fol lowed.

m >m  ■ j i ^ tm u h iii
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A respondent from Indonesia complains of frequent  

e l e c t r i c  power interruption at ! 0  to 15 times per month,

b) Machinery breakdown.  This disrupts the production process  

and schedule.  In addi t ion,  the quali ty of the final  product  

may be below standard such that  the production lot  ei ther  

goes to waste or is scheduled for rework.  Al l  these result  

in addit ional  cost  to the f i rm.

Table 35 presents the operat ional  problems in the respondent

firm s .

Table 35

Major Operat ional  Problems in the Respondent Firms

Operat ional  Problem

Pow er fai lure

Mechani cal  trouble

Shortage of packaging mater ia l s

Shortage of other  m aier ial s

Pow er f luctuat ion

Water  impurity

Shutdown due to lack of ski l led  
workers

Lack of infrastructure

N o .  of Responses 

10 

7 

2 

2 

1 

1

1

1

Major Maintenance Problems

The major  mai nt enance  problems ment i oned by nine respon­

dent firms are presented in the following t a bl e .

?
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Table  36

Majoi  Maintenance Problems in the Respondent Firms

Maintenance Problem No .  of Responses

Inavai labi l i ty  of spare parts 6

Lack of skilled maint enance  personnel /  
loca l  representat ive to handle  
repairs 3

Corrosion of machinery and equipment 2

A respondent in a Phil ippine joint  venture firm explained  

that the lack of a skilled maintenance crew is due to heavy  

turnover of its workers who go to the Middle East for bet t er  paying 

jobs .

Corrosion of machinery and equipment  is due to the plants 

being locat ed near the sea .

4 .  M arket ing Arrangements  

Market  Areas

All 19 respondent firms sell  to the domest i c  m a r k e t ;  nine 

of them also service the overseas mar kets .  The export  markets  

consist  principally of neighboring countries in Asia and,  to 

a lesser degree,  the U.  S.  A.

Breakthrough in the domest i c  market  is mainl y  the c o n t r i ­

bution of the l oca l  partners who is fami l i ar  with the host  

countr y ’ s market  environment .  Interviews indi ca t e  that  the 

respondent firms undertake the following steps to incr ease  share

in the domestic  market :
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a) Sales ca l l  on potent ial  customers to present product and 

to orient  prospect ive customer on relevant  features of  

pr oduct .

b) Avai labi l i ty  of  product  through appropriate channels of 

dis t r ibut ion.

c)  Frequent  advert isements  on radio and newspapers.

d) Research to improve product .

e) Fielding of salesmen to cover  adequately prospect ive a r e a s .

f) Maintaining t e c h n i c a l  personnel to provide customers with 

after  sales service .

g) Developing new pioduct  lines.

General ly,  most of the respondent firms e x c e p t  those in the 

Philippines extend credi t  of 30 to 90 days.

In the Phil ippines,  the surveyed firms general ly  demand cash 

for their products,  al though credi t  is st ill  made ava i l a bl e  to their  

valued c l i ent s .

Other sales arrangements  and polic ies  maint ained by the 

surveyed joint  venture firms in the Philippines include:

a)  Consignment  basis

b) Grant  of  discounts if payment is made on t i me

c )  Downpayment of a c er t a i n  pe r cent age ,  b a l a nc e  of which 

may be paid on i ns t a l l me nt

d) Cash before del ivery of goods

In the case of the ASEAN joint venture pr oj ec t  in Indonesia,  

its policy is to supply first  the countries of the invest ing govern­

ments before other  markets  ar. :  considered.
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Pricing

The world market  price of the product  and its production cost  

are the two main factors  considered in arriving at  the product ' s  

p r i c e .

The table below presents the factors used to de t er mi ne  the 

price of the product  and the number of mentions e l i c i t e d  from 

the survey.

Table 37

Determinants of Product  Price

_____ Determinants of  Product Price

World market  price  

Production cost  

Local  demand 

Oil prices

Economic condit ions

Prices in developed countries

Distribution

N o .  of Responses 

10 

7 

3 

1 

1 

1

Majori ty of the firms sel l  di r ec t ly  to the users by ut i l iz ing  

the f irm's sales force . The table below shows the frequency of 

the respondent firms c lassi f ied by channel  of distribution used.

Table  38

Type of Distribution 
Channel  Used by Respondent Firms

Distribution Channel  

Direct  to user  

Through agents

N o .  of Responses 

14 

7

,-4»'
■
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Agents used by the tespondent firms include their  sole 

distributors,  a f f i l i a ted c ompa ni e s ,  and trading agent s .

In one respondent firm in Indonesia,  products ate sold e x ­

c lusively by a pribumi (indigenous Indonesians) dis t r ibutor .

There is a law which st ipulates that  distribution of finished products  

should be an excl usive domain of the pribumi.  Another  Indonesian 

firm sells its products direct ly as they are considered i nt er medi at e  

products for use by other industr ies .

Respondent firms in Malaysi a  all  sell  di rect  to the user .  

However,  one firm uti l izes a network of regional  distributors which 

previously served as agents of the foreign partner  prior to the 

establishment  of the joint venture.

After  Sales Service

Of tLe 19 respondent f irms,  12 provide af ter  sales ser vice  by 

sending t e c hni c a l  personnel to customers who encounter  di ff icul t ies  

in the use or quali ty of the product .
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J .  RESPONDENT’S APPRAISAL OF JOINT VENTURE

All the respondents in the survey assess their  joint  ventures to be 

successful ,  al though it is noted that one firm is in serious f inancial  di f f i c ul t y .  

The appraisal  of respondents regarding advantages and disadvantages of joint  

venture ,  internal  and external  problems,  as well  as thei r  recommendat ions  is 

discussed in this sec t ion.

1 .  Main Advantages and Disadvantages

Among the advantages of joint venture,  the most often ci ted by 

the respondents involves the transfer of technology from the foreign 

partner  with technology to the l oca l  company.  As e x p e c t e d ,  this 

is the main mot ivat ion of local  part icipants in seeking par t i c i pat i on  

of foreign firms in this t e c h n o l o g i c a l l y - i n t e n s i v e  industry.

Another  advantage of joint  venture indicated by a number of 

respondents is the access to raw mat er i a l s  provided by the foreign  

par t i c ipant  because of its worldwide procurement  and information  

network.  (See  table be l ow, )

l
!iiir
f

r

s

Table  39

Advantages of the Joint Venture Project  

Advantage No.

Transfer  of technology

More a l t e r n a t i v e  sources of raw mater ial s

Access  to domest i c  market

Access  to overseas market

Access  to incentives

Infusion of more capi tal

Promotes understanding among ASEAN nations

of Responses 

11 

4 

2 

1 

1 

1 

1

.r
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It is noted that technology transfer takes place not only In the 

design of processes and equipment but also through training in 

operat ions .  There is also transfer of knowledge in the management  of 

p e t r oche mi ca l  enterprises.

On the other hand,  the respondents in the survey also voi ce  cer t a in  

disadvantages  of their  joint  ventures .  A notable disadvantage mentioned  

is the addit ional  costs incurred as a result of the entry of the foreign  

par t i c i pant  ranging from royal ty fees to salaries and l iving expenses  

of e x p a t r i a t e s .  Another disadvantage is the di f ference  in point of view 

between the l oca l  and foreign partners in managing and operat ing a 

business.  (See  table below. )

The table below presents the disadvantages mentioned by the 

respondents .

Table  40

Disadvantages of the joint  Venture Project

Disadv antage No.  of Responses

Addit ional  cost 3

Divergence of point of view of partners 3

Too many supervisors 1

Lossof export  market  of the cou ntry 1
of the foreign partner

2 .  Main Internal  and External  Problem Areas

The main internal  problems encountered by the respondent firms

are presented in the table below.



94

Table  41

Internal Problems of the Joint Venture Project

Interna!  Problems No . of Responses

Frequent  misunderstandings among
l o c a l  and foreign off i c ia l s  and personnel

4

Below par work performance of  
loca l  personnel

1

High turnover 1

Def ic ient  management  and t e c hni ca l  
skills

1

According to a few survey respondents,  the differences  in business 

pol ic ies  as well as cul tural  background between the parties have led to 

misunderstandings.  In one respondent f irm,  the frequent conf l i c t  has 

adversely affected the working relat ionship among the part icipants in 

the venture .

In a respondent firm in the Phil ippines,  local  employees feel  they  

get lower salar ies  r e l a t i ve  to the e x p a t r i a t e s .  This has somehow 

affected the level  of performance and drive of l oca l  personnel .  On the 

other  hand,  an Indonesian respondent c i testhe dif f i cul ty  in inst i l l ing  

proper work habits and at t i tudes among local  workers.

A high turnover of personnel is experienced by one Philippine 

respondent firm.  Its employees leave the firm for bet ter  paying jobs 

in the Middle East .

Local  personnel lack the managerial  and t e c hni c a l  capabi l i t y  

required to profitably run the business.  This problem was expressed by 

a respondent in an Indonesian firm.  The problem is magnified as there  

is the policy of  Indoncsianizat ion of management  which the firm has to 

comply with.



The government appears to be a major  source of external  problems  

of the respondent firms,  despite interview results which indicate that  

the government  has general ly been supportive of the joint  venture  

projects by providing investment  i nc ent i ves ,  allowing foreign t e c hni c a l  

personnel to stay in the host country,  e t c .

Some respondents in Indonesia c l a im that  government  laws change  

very often and are vague,  making it di ff icul t  for the firms to ascer t a i n  

the di r ec t i on the government  is taking with r«- ct  to the industry.

In Indonesia and Malaysi a ,  there is also the problem of having  

to comply with the policy of l o c a l i z a t i o n  of the f i rm.  According to one 

respondent in Indonesia,  the BKPM ( I n d o n e s i a ’s Investment  Coordinat ing  

Board) requires the local  public to hold 20 to 38^9 of equity by 1988  

as part of the fading-out  of foreign equity in the firm.  Meanwhi le,  

in Malaysi a ,  the New Economic  Policy requires that by 1 9 9 0 ,  loca l  

owners should account  for 70°  ̂ of total  equi ty,  SOfy of which is 

Bumiputra.

A respondent in the Philippines discloses that  the government  

enters package deals for projects awarded to foreign cont r ac tors  such 

that equipment  and machi  eries are al l  secured from the country of 

the foreign cont r ac t or  even when the mater ia l s  are avai labl e  l o c a l l y .

Some respondent firms in the Phil ippines feel  they do not get  

full support from the government regarding protect ion against  imported  

goods.  Despite high tar i f f  rates ,  imported products st i l l  manage to 

enter the country.

Other external  problems encountered by the respondent firms 

include currency instabi l i ty ,  inf lat ion,  high financing costs,  and
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difficul ty in making r emit tances  of the earnings of the foreign partners.

3 .  Recommendations to Improve Pet r ochemi cal  Joint  Ventures

As recommendat ion to other petrochemical  joint ventures in 

developing count r i es ,  three respondents mention that continuous access  to 

techni cal  developments  and improvements as well as t raining of employees  

are necessary to further strengthen and improve joint venture arrangements.  

Another three respondents indicate that foreign partners who have the 

expert ise in the t e c h n i c a l  and management  aspectsof  the p e t r oche mi ca l  

business should be allowed a leading share in ownership.  However ,  two 

respondents suggest that joint venture agreements should provide for 

fade-out  in equity par t i c ipat ion of foreigners to give way to eventual  

takeover  of l o c a l  par t i c ipants .

The table below presents the list of recommendations e l i c i t e d  

during the survey.

Tabl e  42

Recommendations to Improve Joint Venture Arrangements in the 
Petr ochemi cal  Industry

Recommendation No. of Responses

Joint venture should have continuous access
to t e c hni c a l  developments  and improvements  
and training of employees .

3

Foreign partner should have leading share due to 
t e c h n i c a l  and management  exper t i se .

3

Joint  venture arrangements  should have provision 
for fade-out  equity part i c ipat ion of foreign 
p a r t n e t .

2

Joint venture should have full cooperat ion of 
partners.

1
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Recommendation No . of  Responses

Joint venture should continue to enjoy old incent ives  1
in addit ion to recent ly promulgated ones.

Joint venture should not be required to procure raw 1
mater ial s  from foreign par tners ’network of 
suppliers.  Instead,  it  should be given f lexibi l i t y  
to look for the best terms and conditions in 
procuring their  raw ma t e r i a l  requirements.

Joint venture should make sure they do not get 1
second-hand or obsolete machinery and 
equipm e n t .

The object ives  of the partners in forming the joint  1
venture firm must be a cc ept abl e  io al l  other  
partners concer ned.  Part icipants should 
periodical ly  review objec t ives  in re lat i on to 
the operations of the joint venture firm.

Local partner should have control l ing shares since 1
they are more fami l i ar  with the local  
environment .

Object ives  of the joint venture firm should be 1
geared towards the country' s  needs.

Local partner should search for a good partner ,  1
preferably one who is involved in the same 
product that the joint  venture firm intends to 
manu fact u r e .

Worth noting is the response from an established joint  venture  

in Malaysia which int imates  that  the success in their venture can be 

attributed to the fact  that the partners know each other  very wel l ,  

which was the result of a supplier-distr ibutor  relat ionship developed  

long before the joint  venture production f ac i l i ty  was set up.



K .  S U M M A R Y  ASSESSM EN T  OF JO IN T  VENTURES  
IN THE  ASEAN  P E T R O C H E M I C A L  IN D U S T R Y

An assess;" ent of internal s t ructures ,  i mpl ementat ion approaches ,  and 

operat ion schemes among joint  ventures in the ASEAN p e t r o c he mi c a l  industry 

is summarized below:

1 .  Equity joint  ventures of loca l  and foreign partners in the ASEAN

p e t r oche mi ca l  industry appear to be working with control  e i t her

by the local  or foreign partners .  Although more than 6 0$- of the

19 joint  venture firms surveyed have majori ty l o c a l  ownership,  the

other joint  ventures with foreign majori ty interest  appear to be

equally sat isfied with their partner  relat ionships based on indicat ions  
$

given by the respondents.

Of the surveyed f i rms,  there is s igni f i cant  government  part icipat ion  

in three joint  ventures which have r e l a t i ve l y  high investment  r e q u i r e ­

ments .  One of these is the firm owning the olefins plant  in' Singapore , 

and another  is involved in the ASEAN Industrial  Pr ojec t  on f e r t i l i z e r  

in I ndone s i a . *

2 .  The survey confirms that  ohe basic mot ivat ion of l o c a l  and foreign  

co l l a bor a t i on  is to access  foreign technology which is not in the 

possession of loca l  investors in the ASEAN count r i es .  Next  obj e c t i v e

of joint  ventures seems to  be the need of these firms to assure themselves  

of supply sources of raw ma t e r i a l s  which may be readi ly ava i l a bl e  to 

Internat ional  p e t r oche mi ca l  f i rms.

Transfer of technology and access  to a l t e r n a t i ve  sources of raw mater ial s  

are thus the major contributions of foreign par tners ,  in addit ion to
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A

imparting training and management  knowhow as well as securing or 

assisting in f inanc ing .

For their  p a r t ,  local par t i cipants  normally contribute their  knowledge  

of the l oca l  e c o n o mi c  and business environment  as well as handle or 

advise in the marketing a c t i v i t i e s .

3 . A1 m os t ail of the firms surveyed have at one t ime or another  avai led of 

government  tax and non- tax  investment  incent i ves ,  which is expect ed  

in the c a p i t a l - i n t e n s i v e  p e t r o c he mi c a l  industry.  In addi t ion,  tar i f f  

protect ion has been enjoyed by these firms to shield the joint  ventures  

from competi t ion by internat ional  firms which operate wo r l d - s c a l e  sized 

plants .  Notable except ion may be in Singapore which is a iming to set  

up a p e t r o c h e m i c a l  complex primari ly for competi t ion in the export  

m ark e t s .

4 .  Joint  venture relat ionships in the ASEAN set t ing do not necessar i l y  require 

f o r ma l ,  writ ten agr e e me nt s ,  as evidenced by a number of apparently  

successful  joint  ventures without such an a g r e e me nt .  There a r e ,  however ,  

other governing documents such as a r t i c les  of incorporat ions and t ec hni cal  

assistance agreements  which d i c t a t e  the responsibil i t ies of and r e l a t i o n ­

ships between l oca l  and foreign partners .  Some respondents in the survey 

indi ca t e  t h a t ,  more important  than documents ,  successful  joint  ventures  

warrant  that  the partners are compat i ble  and understand each ot her .

5 .  Implementat ion of joint  venture projects  are normally undertaken through 

the joint  venture f i rms,  as these corporate  ent i t ies  are u l t i ma t e l y  

responsible to the shareholders .  However ,  it is not iced that  in majori ty  

foreign - ow ned f i rms,  it is the foreign partner who takes the lead in 

precont r ac t i ng  and cont r ac t ing  a c t i v i t i e s  par t i cular ly since the foreign
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partners are the ones that have the t ec hnol og i c a l  background and the 

network for procurement  and securing f inancing.  On the other  hand,  

in majori ty l ocal -owned f i rms,  the local  partners take the lead in 

impl e me n t a t i on ,  although often taking the advice and ut i l iz ing the 

knowledge of the foreign partners par t i cul ar l y  in t e c h n i c a l  a spe c t s .  

Management  and di rec t ion of joint  venture operations are normally  

channelled through the Board of Directors ,  the body which sets 

p o l i c i e s ,  makes major deci s ions ,  and is di r ec t ly  responsible to the 

s t oc khol der s . There is only one instance in the survey where decisions  

in a majori ty  foreign-owned firm ate taken up di rec t ly  by the l oca l  

general  manager with the parent  company abroad,  without coursing  

through the board.  Without an e x c e p t i o n ,  all  the respondents i ndi cate  

that  the composit ion of the Board of Directors represent  approximately  

the r e l a t i ve  shares of the equity contributions of the partners .

While there may be problems and cer tain disadvantages in joint  ventures 

no respondents in the survey have suggested a different  form of 

c o l l a b o r a t i o n .  In f a c t ,  from the respondents '  own assessment ,  the 

joint  venture approach of impl ement ing projects  appears to be working 

in the A SEAU p e t r o c he mi c a l  industry.
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P ROF I L E  OF RE S P OND-

Country/Company
Date of Incorporation/ 
Commercial Operation

INDONESIA

1. P.T. ASEAN Aceh Fertilizer 1973/1984
Plant Site: Aceh U tara

2. P.T. Eastern Poiymer 1972,1976
Plant Site: Jakarta L’tara

3. P. T Teijin Indonesia Fiber 1973/1976
Corporation 

Plant Site: Jawa-Barat

MALAYSIA

4. Malaysian Electrochemical 196B/N.A.
Sdn. Bhd.

Plant Site: Prai, Penang *

* Exchange rates used 
Indonesia 
Malaysia 
Philippines : 
Singapore :
Thailand :

to US$1 .
Rp. 901.9738 
MS 2.3212 
P 11.2219
S$ 2.1133 
Baht 21.6475

Current
Shareholders/Nationality/fr Equity Main Products Rated Ci;a

Indonesian Government Urea 426,000 M
(Indonesian) 60 year

Malaysian Government 
(Malaysian)

Philippine Government
13 Ammonia N.A.

(Filipino) 13
Thai Government 

(Thai)
Singapore Government

13

(Singaporean) 1

P.T. Anugerah Daya Laksana Polyvinyl 36,000 MT
(Indonesian) 

Mitsubishi Corporation
50 chloride year

(Japanese)
Tokuyama Soda Co. Ltd.

30

(Japanese) 20

Teijin Limited (Japanese) 65.8 Synthetic fiber
Toyo Menka Kaisha, Ltd.

(Japanese)
P. T. Danareksa

16.5
- Staple fibers 70 MT/da,

(Indonesian)
General Indonesian Public

12.7

(Indonesian) 5.0 - Filament 60 MT/dav
yarn

Malayan Electrochemical Polyvinyl 12, 000 MT
(Malaysian) 65 chloride year

Nichimen Corporation resin
(Japanese) 35

Nippon ZeonCo. Ltd. 
(Japanese)

I/
Co ..pany started commercial operations in 1984, and has yet no production and sales data.

N.A. Not available



1933 Production 19d'3 Sates

Current Major
~i:ad Capacity Raw Materials Technical Process

Rename Value* Volume Value
'MT) (ÜSS Million) (MT) CUSS Million)

^ Export to 
Total Sale*

426,000 MT/ Natural gas 
year

N.A.

oyo Engineering _1/
Corporation
process

1/ y  y y

36,000 MT/ 
year

Vinyl
chloride
monomer

Suspension process 24,200 21.0 22,100 19.2 Negligible

70 MT/dav

60 MT/day

12,000 MT/ 
year

Terephthalic 
acid, ethy­
lene glycol

Vinyl
chloride
monomer

Teijin polymeri­
zation process

N.A.

Suspension
process

10.200

N.A.

7.3

N.A. 66.2

10,000 8.6

None

None
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C r»i - rrv ,’Cc m party
Dace of Incorporation/
Commercial Operation Sharehclders/NatijoaUty/* Ecuitv Main Products

•5. Petrochemicals (Malaysia) 1972/N.A
Sdn. Bhd.

Plant Site: Johore Sahm

6. Revertex Malaysia Sdn. Bhd. 1978/N.A 
Plant Site: Kluang. Johote

Idemitsu Petrochemical Co. Ltd. Polysryreoe
(Japanese) 5№ tesin

Sumitomo Corporation - general
(Japanese) purpose

Ozzdong Sdn. Bhd. - High
(Malaysian) 49 impact

Guan Aik Moh Sdn. Bhd.
(Malaysian)

Guan Aik Moh (KL) Sdn. Bhd.
(Malaysian)

Yule Catto & Co.
(British) 70

Johcre State Economic 
Development Corporation 
(Malaysian) 30

Synthetic
resin
emulsions

Aîtvd resins

PHILIPPINES

7 . A Cl  Fibreglass (Philippines), Inc. 1975/1976 
Pianr Site : Calamba, Laguna

Columbian Carbon Philippines. 1965/N.A 
Inc.
Plant Site: Limay, Bataan

Australian Consolidated 
Ind. Ltd- Fiberglass
(Australian) 63 insulation

Republic Glass Corporation material
(Filipino) 28

Private Investment
Company for Asia 
(Panamanian) 9

Columbian International Carbon black
Chemical Co-
(American) 38

Nitron Chemical Industry 
(Filipino)

Cur- 
Rated C

S.0C0 M

11 MT/d

22.5 MT

3,600 MT 
year

15,500 MT, 
year

12



19?3 Production 1 -S3 Sales
Carrent Major Volume Value Volume Value T« Export to

9ared Capacity Raw Materials Technical Process I'-'.T) (US3 Million) (MT) ОТ S3 Million) Tata! Sales

9, 000 МТ/уеаг Styre ne 
monomer

Continuous bulk 
polymerization

N.A. N-A. 8,500 8.6 Less than

11 MT/day Vinyl
acetate
monomer

Revertex (United 
Kingdom) 
process

5,000 3.7 5,000 3.7 2*5»

22.5 MT/day Phthalic
anhydride,
Vegetable
oil

Fusion process 
frcm
Reichhold 
Chemicals 
Inc. of USA

4,000 4.3 4,000 4.3 25^

3,600 МТ/ 
year

Silica sand, 
dolomite 
phenol formal­
dehyde

Owens-Coming
fiberglass
process

2,160 3.6 1,800 6.1 SOfc

5,500 МТ/ 
year

No- 6 fuel 
oil

Columbian Inter­
national Che­
mical process

I i, 670 6. 6 12,110 9.4 Negligible
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?ate cf Incomoraticn/ C'.irrer.:

1 0 .

1 1 .

12.

13.

14.

Cou h trv /С о т; эаny Commercial Operat cn Shareho iders/N ation alltv F. Main Prcd .cts Rated Ca7

Filipinas Synthetic Fiber
Corporation 196S/1971 Lepanto Consolidated Mining Co- Synthetic

Plant Si ter Sta. Rosa, (Filipino) 60'° fibers
Laguna Teijin Limited (Japanese) 35 - Filament 34 MT/da

Toys Menka Kaisha,Ltd- yam
(Japanese) 5 - Staple fiber 40 MT/da

- Drawtex- 15 MT/da
tured yarn

LMG Chemicals, Inc. 1977/N.A. Chemical Industries of the Alkylbenzene 17,25? M
Plant Site: San Pascual, Philippines (Filipino) 60 year

Batang as Individuals (Filipino) 10
Toyo Menka Kaisha, Ltd.

(Japanese) 30

Philippine Petrochemical
Products, Inc. 1972/1974 Individuals (Filipino) 80 Polystyrene

Plant Sice: Rosario, Cavite Sumitomo Chemical Co-, resin
Ltd- (Japanese) 12 - High impact 30-35 M'

Mitsui & Co. , Ltd. - General 35-40 M

(Japanese) 8 purpose
- Expandable N.A.

Philippine Polyamide
Industrial Corporation 1973/1978 Individuals (Filipino) 60 Nylon filament 5,84 c

Plant Site: Calam.ba, Itoman & Co. , Ltd. yam year
Laguna (Japanese) 40

Toyo Menka Kaisha,
Ltd. (Japanese)

Toray Industries
(Japanese)

Philippine Vinyl 1971A 976 La Perla & individuals 90-95 Polyvinyl 20,000

Consorruim, Inc. (Filipino) chloride year
Plant Site: Rosario, Cavite BF Goodrich Chemical 5-10 resin

Co- (American)

Polystyrene Manufacturing 1971/1974 Individuals (Filipino) 80 Polystyrene
0

Co-, Inc- Mitsubishi Corporation resin
Plant Site: Valenzuela, (Japanese) 10 - general tr. ooo

Bulacan Polychemical Taiwan purpose year
(Taiwanese) 10

- High impact 3,000
year

- Expandable 1,000
year
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Major
Saw Materials Tec ea! Process

1333 Production 1933 Sales_______
Volume Value Volume Value \c Export to

;-,; Г) jL 3: Militer.) jMT) (USS Million) Total Sales

34 MT/day

40 MT/day 
15 MT/day

Pure tereph- 
tha lie acid, 
ethylene 
glycol

Teijin process N.A. N.A N.A. 71.3 30-407;»

17,250 МТ/ 
year

Benzene,
propylene
tetromer

Chevron process 20,000 15.7 20,000 10.2 None

-.■ -¡2 Styrene
monomi.

.o’oact 30-35 MT/day 
al >5-40 MT/day
se

-.'able N. .

Confirmons 6,600 1C. 7 6,600 18.2 Negligible
poly merization

filament 5,340 МТ/ 
year

Caprolactam Polymerization 2,500 
monomer

8.2 3,100 9.5 Negligible

.1 20,000 МТ/ Vinyl chloride Suspension 14,500
year monomer process of

3F Goodrich 
Chemical Co-

6, COO МТ/ 
year

Styrene
monomer

Continuous mass N.A. 
polymerization

aact 3,000 МТ/ 
year

Emulsion poly­
merization

: e 1,000 MT/ 
year

12.5 11,300 11.0 None

N.A. N.A. N.A. Negligible -

I
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Date
Country /Company Com

of Incorporation/ 
mereiai Operation Shareholders /Nationality f a  Equity Main Products

Currer: 
Rated Caoi

Republic Chemical 1358/1958 Individuals ¿Corporation Epoxy adhesives 416 MT/ye
Industries, Inc- (Filipino) 32?»

Plant Site: Metro Manila Individuals (American) 18 Plastic tesin 320 MT/ye
glue

Expandable 2 million t
polystyrene feet/yeir
products

SINGAPORE

Petrochemical Corporation 1977A984 Government of Singapore/ Ethylene 300,000 N
of Singapore (Pte.) Ltd- Development Bank of year%

Plant Site: Pulau A>er Singapore Ltd. Propylene 160,000 '•
Merbau (Singaporean) 50 year

Japan-Singapore Petro-
chemical Co..Ltd-
(Japanese) 50

Singapore Polymer 1969A971 Development Bank of Polyvinyl 13,000 1.
Corporation (Pte.) Ltd. Singapore chloride year

Plant Site: Jurong, (Singaporean) 39 resin
Singapore Overseas Union Bank

Ltd. (Singapore) 16 Polyvinyl 15,000 M
Sumitomo Group 43 chloride year

(Japanese) compound
Others (N.A.) 2

THAILAND

Thai Petrochemical 1978/N.A. Individuals (Thai) 94 Low density 65,000 V

Industry Co..Ltd. Individuals (British) 5 polyethylene year

Pl3ntSite: Rayong Individuals (Malaysian) 1 High density 25,000 N

Province polyethylene year

Thai Polystyrene Co.,  Ltd. 1982/N.A. Individuals (Thai) 60 Expandable 2,000 '•

Plant Site; Sarr.ut Prakarn Individuals (Taiwanese) 40 polystyrene year
Province /•

2/ Company commenced operations only in February 1984.
3 / Sales volume and value include both polyvinyl chloride resin and compound.

1 )• i p H t



1^33 Production 1033 Sales

‘.'.at.: Products
Current

Rated Capacity
Major

Raw Materials Technical Process
Volume Value

(US5 Million)
Volume
(MT)

Value

US$ Million)
Expo:: 

Total S :

Exxv adhesives 416 MT/year Epoxy resin Compounding N. A. N.A. N.A. 2.3 Neglig-

Plastic resin 

glue
E x oand able 

polystyrene 

products

320 MT/year

2 million board 

feet/year

Urea formalde­
hyde

Ethylene

Propylene

300, 000 M T/ 

year
160,000 MT/ 

year

Naphtha,
LPG,

Others

N. A. y y y y y *

Polyvinyl
chloride
resin

13,000 M T/ 
year

Vinyl

chloride

monomer

Suspension

polymerization
13,000 3.5

3/
21,600~

'3/ 
17. 0 - 6 i/o

Polyvinyl
chloride

compound

15,000 MT/ 

year
Polyvinyl

chloride

resin

Extrusion 14,400 10-9

l.ow density 

polyethylene 
High density 

polyethylene

65,000 M T/ 

year
25, 000 M T/ 

year

Ethylene N. A . 45,500 N.A. N.A. 10.6 None

expandable
polystyrene

2, 000 MT/ 
year

Styrene
monomer

Taiwan-
sourced

1,300 N.A. N.A. . 1 . 9 None

process




