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I. INTRODUCTION 

Technology t r a n s f e r  i s  h igh  on t h e  agenda of  

i n t e r n a t i o n a l  i s s u e s  f o r  developing c o u n t r i e s .  The 

developing c o u n t r i e s  have t w o  goa l s :  t o  accelerate t h e  
-I/

ra te  of technology t r a n s f e r  and t o  reduce i t s  c o s t .  

Unfor tuna te ly  t h e s e  g o a l s  may c o n f l i c t  wi th  each o t h e r .  

The developed c o u n t r i e s  r e a l i z e  t h e  importance of  

making more technology a v a i l a b l e  t o  t h e  developing 

c o u n t r i e s .  T h i s  i s  p a r t i c u l a r l y  t r u e  s i n c e  developed 

c o u n t r i e s  conduct more than  9 5  pe rcen t  of t h e  w o r l d ' s  

r e s e a r c h  and development. But t h e  developed c o u n t r i e s  

cannot  simply mandate t h a t  p r i v a t e l y  h e l d  technology be 

made f r e e l y  a v a i l a b l e .  As wi th  any o t h e r  good or  s e r v i c e ,  

t h e  h o l d e r s  of technology w i l l  be  w i l l i n g  t o  s e l l  i f  they  

r e c e i v e  an a t t r ac t ive  ra te  of r e t u r n .  The r a t e  of r e t u r n  

i n  developing c o u n t r i e s  may be u n a t t r a c t i v e  f o r  a v a r i e t y  

of reasons :  exchange c o n t r o l s ,  p o t e n t i a l  p a t e n t  i n f r i n g e 

ments, f e a r  of e x p r o p r i a t i o n ,  o r  high t a x e s .  The c o n f l i c t  

between t h e  goa l s  of developing c o u n t r i e s  and t h e  c a p a b i l i t i e s  

of developed c o u n t r i e s  has  been d i scussed  i n  numerous 

i n t e r n a t i o n a l  groups. 
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11. INTERNATIONAL DIALOGUE ON TECHNOLOGY TRANSFER 

The developing c o u n t r i e s  want access t o  t h e  technology 

of t h e  developed c o u n t r i e s  a t  reduced o r  ze ro  c o s t .  The 

developed c o u n t r i e s  respond t h a t  t hey  cannot  accommodate 

t h i s  demand because t h e  technology i s  p r i v a t e l y  he ld  and 

n a t i o n a l  governments cannot  d i c t a t e  t h e  p r i c e  a t  which it 

i s  s o l d .  But developed n a t i o n s  a r e  w i l l i n g  t o  suppor t  

a d e c l a r a t i o n  t h a t  technology should be made a v a i l a b l e  t o  

t h e  developing c o u n t r i e s  a t  f a i r ,  r ea sonab le ,  and e q u i t a b l e  

ra tes .  Discussion of t h e s e  t o p i c s  has  taken  p l a c e  i n  

s e v e r a l  i n t e r n a t i o n a l  groups.  

A. UNCTAD. Within t h e  United Nat ions Conference on 

Trade and Development (UNCTAD) I t h e  developing c o u n t r i e s ,  

a c t i n g  i n  t h e  g u i s e  of t h e  Group of 7 7 ,  have proposed a code 

of  conduct r e g u l a t i n g t h e t r a n s f e r  of  technology. One s e c t i o n  

of t h e  code d e c l a r e s  t h a t  a l l  c o u n t r i e s  have t h e  r i g h t  t o  

technology. Therefore ,  it concludes,  a l l  c o u n t r i e s  should 

promote t h e  t r a n s f e r  of technology a t  p r i c e s  f avorab le  t o  

t h e  developing c o u n t r i e s .  A f avorab le  p r i c e  would presumably 

be lower than  t h e  m a r k e t  p r i c e .  The Manila Dec la ra t ion ,  

adopted by t h e  Group of 7 7  i n  February 1 9 7 6 ,  s t a t e s :  "The 

developed c o u n t r i e s  should g r a n t  t h e  developing c o u n t r i e s  

u n r e s t r i c t e d  access t o  e x i s t i n g  technology i r r e s p e c t i v e  of 
-2 /

t h e  ownership of such technology." 
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I n  those  i n s t a n c e s  where payments a r e  made f o r  

technology,  t h e  code proposed by t h e  Group of 7 7  would 

encourage c o u n t r i e s  t o  t rea t  payments f o r  technology as 

d i s t r i b u t i o n s  of  p r o f i t s  whenever c l o s e  economic r e l a t i o n s  

e x i s t  between a buyer  and a sel ler .  This  t r e a t m e n t  would 

mean t h a t  r o y a l t i e s  would be taxed  a s  p r o f i t s  a t  t h e  

c o r p o r a t e  l e v e l  and then f u r t h e r  subject t o  a wi thhold ing  

t a x  when pa id  t o  t h e  l i c e n s o r .  

The developed c o u n t r i e s  responded wi th  an a l t e r n a t i v e  

code of conduct.  The a l t e r n a t i v e  code sugges t s  t h a t  

t r a n s f e r s  of technology w i l l  be  b e s t  encouraged by a system 

which al lows t h e  source  and r e c i p i e n t  e n t e r p r i s e s  t o  n e g o t i a t e  

f r e e l y  t h e  terms of t h e  t r a n s f e r .  Taking d i r e c t  i s s u e  wi th  

t h e  code proposed by t h e  Group of 7 7 ,  t h e  developed c o u n t r i e s  

contend t h a t ,  w h i l e  p r i v a t e  owners of technology should 

l i c e n s e  e n t e r p r i s e s  w i t h i n  developing c o u n t r i e s  on reason-

a b l e  terms, they  cannot  be expected t o  serve as ins t rumen t s  

of f o r e i g n  a i d .  

U . S .  S e c r e t a r y  o f  State  Ki s s inge r  echoed t h e s e  

s e n t i m e n t s  i n  h i s  Nai robi  speech b e f o r e  UNCTAD I V .  H e  noted 

t h a t  technology r e s i d e s  p r i m a r i l y  i n  t h e  p r i v a t e  s e c t o r  and 

t h a t  t h e  developed and developing c o u n t r i e s  should work 

t o g e t h e r  toward c r e a t i n g  an environment conducive t o  i t s  

t r a n s f e r .  H e  t hen  proposed " t h a t  v o l u n t a r y  g u i d e l i n e s  be 
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developed t h a t  set f o r t h  t h e  c o n d i t i o n s  and s t a n d a r d s  of 

technology t r a n s f e r  which encourage, f a c i l i t a t e ,  and 
-3/

maximize t h e  o r d e r l y  t r a n s f e r  of technology."  

B. OECD. Members of t h e  Organiza t ion  for  Economic-

Cooperat ion and Development (OECD) have t e n t a t i v e l y  agreed  

on a set of g u i d e l i n e s  f o r  m u l t i n a t i o n a l  e n t e r p r i s e s  t h a t  

c o n t a i n  a s e c t i o n  on t r a n s f e r s  of technology. S ince  t h e  

OECD i s  composed p r i m a r i l y  of developed c o u n t r i e s ,  it i s  

unders tandable  t h a t  t h e  g u i d e l i n e s  stress p r o p r i e t a r y  

r i g h t s  tempered by r easonab le  l i c e n s i n g  terms. The guide-

l i n e s  provide  t h a t  e n t e r p r i s e s  should:  

(1) endeavour t o  ensu re  t h a t  t h e i r  a c t iv i t i e s  
f i t  s a t i s f a c t o r i l y  i n t o  t h e  s c i e n t i f i c  and tech
n o l o g i c a l  p o l i c i e s  and p l a n s  of t h e  c o u n t r i e s  
i n  which t h e y  o p e r a t e ,  and c o n t r i b u t e  t o  t h e  
development of n a t i o n a l  s c i e n t i f i c  and techno-
l o g i c a l  c a p a c i t i e s ,  i nc lud ing  as f a r  as 
a p p r o p r i a t e  t h e  e s t ab l i shmen t  and improvement 
i n  h o s t  c o u n t r i e s  of t h e i r  c a p a c i t y  t o  innovate ;  

( 2 )  t o  t h e  f u l l e s t  e x t e n t  p r a c t i c a b l e ,  adopt
i n  t h e  cour se  of  t h e i r  bus iness  ac t iv i t i e s  
p r a c t i c e s  which permi t  t h e  r a p i d  d i f f u s i o n  of 
t echno log ie s  w i t h  due r ega rd  t o  t h e  p r o t e c t i o n  
of  i n d u s t r i a l  and i n t e l l e c t u a l  p r o p e r t y  r i g h t s ;  

( 3 )  when g r a n t i n g  l i c e n s e s  f o r  t h e  u s e  of 
i n d u s t r i a l  p r o p e r t y  r i g h t s  or when o the rwise  
t r a n s f e r r i n g  technology do so on r easonab le  
terms and c o n d i t i o n s .  -4 /  

C.  Meeting of Foreign M i n i s t e r s .  The Working Group on 

Transna t iona l  E n t e r p r i s e s  of t h e  Meeting of Fore ign  M i n i s t e r s  

i s  made up of  r e p r e s e n t a t i v e s  of L a t i n  American n a t i o n s  p l u s  
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t h e  United States.  The L a t i n  American group proposed on 

the  one hand t h a t  t r a n s n a t i o n a l  e n t e r p r i s e s  make no charge 

for  technology t r a n s f e r r e d  between a s u b s i d i a r y  and t h e  

home count ry ,  and i n  t h e  a l t e r n a t i v e ,  t h a t  only compe t i t i ve ,  

market  p r i c e s  be charged. The U . S .  responded by p o i n t i n g  

o u t  t h a t ,  s i n c e  costs are associated both w i t h  t h e  

development of teahnology and i t s  t r a n s f e r ,  it i s  a p p r o p r i a t e  

t h a t  a p r i c e  be charged on l i c e n s e s  between a p a r e n t  f i r m  
-5/


and i t s  s u b s i d i a r y .  

D. Eminent Persons Report. The United Nat ions  eminent-

persons  r e p o r t  on m u l t i n a t i o n a l  c o r p o r a t i o n s  reviews t h e  

p o s i t i o n s  of t h e  developing and developed c o u n t r i e s  on t h e  

technology t r a n s f e r  i s s u e .  Developing c o u n t r i e s ,  it n o t e s ,  

feel t h a t  technology should be made a v a i l a b l e  a t  a very  l o w  

charge because t h e  t r a n s f e r  supposedly does n o t  i nvo lve  

e x t r a  costs.  "Developing c o u n t r i e s  argue t h a t  t h e  technology 

provided by m u l t i n a t i o n a l  c o r p o r a t i o n s  has  a l r eady  been 

produced and t h a t  t h e  c o r p o r a t i o n s  have a l r e a d y  de r ived  

The developed c o u n t r i e s ,  t h e  r e p o r t  con t inues ,  f e e l  

t h a t  t h i s  argument misses t h e  p o i n t .  Research and develop

ment i s  a r i s k y  bus iness ;  some p r o j e c t s  succeed, o t h e r s  

f a i l .  The s u c c e s s f u l  ones must bear t h e  costs of t h e  
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unsuccessful projects in addition to their own. Thus, it 

is incorrect to conclude that no charge should be made for 

the transfer of a successful technological venture merely 

because its costs have more or less been written off. 

In additioq, it should be mentioned that the developing 

countries often fail to recognize the concept of opportunity 

costs. The owner of technology is foregoing alternatives 

when he makes technology more widely available. As technology 

is disseminated, it loses its scarcity value. This 

reduction in value is clearly a cost  and it is appropriate 

that the owner charge for it. 
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111. TAX TWATMENT OF TECHNOLOGY TRANSFERS 

The developing c o u n t r i e s  want technology made widely 

a v a i l a b l e  a t  p r e f e r e n t i a l  ra tes  enforced by government 

r e g u l a t i o n ,  w h i l e  t h e  developed c o u n t r i e s  p r e f e r  t o  r e l y  

on market f o r c e s .  While t h i s  impasse w i l l  be d i f f i c u l t  

t o  r e s o l v e ,  i n t e r i m  s t e p s  can be taken t o  accelerate t h e  

f l o w  of technology.  The t a x  rates which developing c o u n t r i e s  

apply t o  r o y a l t y  income o f t e n  impede t h e  t r a n s f e r  of 

technology. Modif ica t ion  of t h e s e  t a x  rates could  

remove an impor t an t  b a r r i e r  t o  t h e  inf low of technology 

t o  developing c o u n t r i e s .  

A .  Tax P o l i c y  i n  Developed Count r ies .  The t a x  t r e a t m e n t  

of r o y a l t i e s  i n  t h e  developed c o u n t r i e s  can be used as a 

p o i n t  of r e f e r e n c e  f o r  e v a l u a t i n g  t h e  t a x  p o l i c i e s  of 

developing c o u n t r i e s .  There are t w o  t a x  i s s u e s :  whether 

r o y a l t i e s  pa id  by t h e  r e c i p i e n t  of t h e  technology are a 

d e d u c t i b l e  expense of  doing b u s i n e s s ,  and t h e  r a t e  of with-

holding t a x  l e v i e d  by t h e  count ry  paying f o r  t h e  technology.  

The non-discr iminat ion a r t i c l e  of t h e  r e v i s e d  OECD 

model income t a x  t r e a t y  provides  t h a t  " r o y a l t i e s  ... pa id  

by an e n t e r p r i s e  of a Cont rac t ing  S ta t e  t o  a r e s i d e n t  of 

t h e  other  Cont rac t ing  S ta t e  s h a l l ,  f o r  t h e  purpose of 

determining t h e  t a x a b l e  p r o f i t s  of such e n t e r p r i s e ,  be 

deduc t ib l e  under t h e  same c o n d i t i o n  as i f  t hey  had been pa id  
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to a resident of the first-mentioned State." - The 


deduction is, however, limited to an arm's length amount. 


The developed countries tend to follow this approach. Since 


royalties paid to residents are generally deductible, they 

-8/

also are deductible when paid to non-residents. 

The royalty article of the revised OECD nodel income 


tax treaty provides that "royalties arising in a Contracting 


State and paid to a resident of the other Contracting State 


shall be taxable only in that other State if such resident 

9/


is the beneficial owner of the royalties." - Payments for 


technology made by a subsidiary corporation to its parent, 


or by an unrelated corporation to a foreign licensor, are 


characterized as royalties. Many of the income tax treaties 


between developed countries follow the OECD principle of 


assigning exclusive taxation of royalties to the State of 

-
IO/


the recipient's residence. Table 1, shows the withholding 


rates on royalties provided by tax treaties between the 


United States and a number of developed countries. Most 


rates are zero, with the exception of the treaties with 


Canada, France, and Japan which provide that the State where 


royalties arise may levy a low withholding tax. 


B. Tax Policy in Developing Countries. By contrast, 


the developing countries tend to restrict the deductibility 


of royalty payments. These countries view royalties as 
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Table 1 

I/

Withholding Tax R a t e s  on Royal t ies- S t i p u l a t e d

i n  Income Tax T r e a t i e s  between t h e  
United States and S e l e c t e d  Developed Count r ies  

T rea ty  Withholding
U . S .  T rea ty  with:  : R a t e  on I n d u s t r i a l  Roya l t i e s  

(Percent )  

A u s t r i a  

Belgium

Canada 

Denmark 

France 

Germany (Federal Republic) 

I t a l y 

Japan 

Luxembourg

Nether lands  

Norway 

Sweden 

Switzer land  

United Kingdom 


0 

0 


15 

0 

5 

0 

0 

10 

0 

0 

0 

0 

0 

0 


June 2 8 ,  1976 

-1/ Rate a t  which a country may t a x  r o y a l t i e s  pa id  t o  a 
r e s i d e n t  of t h e  o t h e r  country.  

Source: 	 Tax Treaties,  Commerce Clea r ing  House, I n c . ,  Table 
e n t i t l e d  Withholding Under Tax Treaties,  p.  169 .  



- 10 -


t h i n l y  v e i l e d  p r o f i t  d i s t r i b u t i o n s  r a t h e r  t han  l e g i t i m a t e  

expenses of acqu i r ing  technology. Accordingly,  t h r e e  

d i f f e r e n t  approaches are used: d e d u c t i b i l i t y  of r o y a l t y  

payments i s  denied;  it i s  l i m i t e d ;  or  it i s  dependent on 

government approval  of t h e  technology t r a n s f e r  agreement. 

The approaches fol lowed by s e l e c t e d  c o u n t r i e s  are i l l u s t r a t e d  

i n  Table 2 .  

Because they  need t a x  revenue, and because technology 

i s  l a r g e l y  a one-way f l o w  from developed c o u n t r i e s ,  develop

ing  n a t i o n s  are o f t e n  unwi l l ing  t o  follow t h e  OECD t r e a t y  

model which g r a n t s  t h e  e x c l u s i v e  r i g h t  t o  t a x  r o y a l t i e s  

t o  t h e  r e s idence  country of  t h e  l i c e n s o r .  For  example, 

i n  t h e  model t r e a t y  developed by members of t h e  Andean Pact 

( B o l i v i a ,  Columbia, Ecuador, Peru,  and Venezuela) ,  t h e  

OECD p r i n c i p l e  i s  j u s t  r eve r sed  and t h e  sole r i g h t  t o  t a x  

r o y a l t i e s  p a i d  f o r  technology is re se rved  t o  t h e  count ry  
c11/


where t h e  technology i s  used. I n  p r a c t i c e ,  most developing 

c o u n t r i e s  l evy  some wi thhold ing  t a x  on r o y a l t i e s  a r i s i n g  

w i t h i n  t h e i r  bo rde r s  t h a t  a r e  p a i d  t o  r e s i d e n t s  of o t h e r  

S t a t e s .  The t e r m  "withholding" i s  something of a misnomer, 

s i n c e  t h e  wi thhold ing  t a x  i s  a f i n a l  t ax  on d i s t r i b u t i o n s  

t o  f o r e i g n  r e c i p i e n t s  which i s  a d d i t i o n a l  t o  any t a x  l e v i e d  

on p r o f i t s  a t  t h e  c o r p o r a t e  level.  Two approaches are used: 

t h e  wi thhold ing  t a x  may be l e v i e d  on g r o s s  r o y a l t i e s  o r  it 

may be l e v i e d  on g r o s s  r o y a l t i e s  less some allowance for 

expenses. The approaches are i l l u s t r a t e d  i n  Table 3 .  



paid 

-- 

-- 
-- 

Table 2 


Deductibility of Royalty Payments in Selected 

Countries When Paid to Nonresidents 


Deductibility Limited 

Deductibility Denied : Deductibility Limited : and Depends on Government 


: Approval of Transfer Agreement 


Brazil --	if nonresident is Brazil -- limited to 5 percent Mexico -- limited to 1.5 to
controlling corporation of sales if not 3 . 0  percent of netor interest to a principal share- sales 

~~ 


holder 
Argentina -- if nonresident is India limited to 5 percent 

a related party Argentina -- limited to an of sales if not paid for
arm's length the acquisition of I 

amount if not paid capital rights I--1 


to a related 

PartY 


r
Guatemala 	 limited to 15 


percent of gross

sales
Philippines 	 deductible if 


not excessive 


Ghana --	limited to a fair and 

reasonable amount 


June 15, 1976 


Source: 	 Tax Treaties Between Developed and Developing Countries, United Nations Department

of Economic and Social Affairs, 1969 and 1972. 


Cahiers De Droit Fiscal International, Studies on International Fiscal Law,

International Fiscal Association, Volume LXa, Premier Sujet, 1975, 1 and 11. 


I 



Table 3 

Withholding Tax Treatment of Royalties Arising in Selected Developing Countries and 


Paid to Nonresidents not Maintaining a Permanent Establishment in the Developing Country 


Tax on Tax on Gross Royalty
Country Gross Royalty Less Expense Deduction 


Brazil 25.0% 
Chile 37.5 
India 1/ 40.0 
Israel - 2/ 25.0w 5.0 to 4 2 . 0Mexico -

Pakistan 60.0 

Peru 37.0 

Philippines 35.0 

4 1 . 0 % ,  with expense deduction of 50% of royaltyArgentina 
50.0%, with deduction for reasonable expensesGhana 

Panama 4 5 . 0 % ,  with expense deduction of 50% of royalty 
uruguay 38.0% rate reduced to 19.0% if expenses incurred 

directly associated with royalty 
Venezuela 15.0% to 50.0%, with expense deduction of 2 0 . 0 %  Aof royalty h, 

June 16, 1976 

1/ India taxes royalties paid to foreign companies under approved agreements made after March 31, 1975. 


A recently signed treaty between the U.S. and Israel provides for a rate of 15 percent on 

industrial royalties. The treaty has not yet been ratified. 


2' plus a sales tax of 4% of gross royalty. 
Sources: Cahiers De Droit Fiscal International, Studies on InternationalFiscal Law, International 

Fiscal Associaton, Volume LXa, Premier Sujet, 1975, 11. 

Tax Treaties between Developed and Developing Countries, United Nations Department of 
Economic and Social Affairs, 1 9 7 2 .  

"Arrangements for the Transfer of Operative Technology to the Developing Countries",

Division of Public Finance and Financial Institutions of the United Nations Secretariat, 

1971. 

"Brief Resume of Taxation of Investment Income of Nonresidents"; Government of India 

memorandum, unpublished. 


I 
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C. Taxation as a Barrier to Technology Transfer. The tax 


policies which restrict or prohibit the deduction of royalties 


or levy a high withholding tax on royalty income paid to non-


residents can significantly retard the transfer of technology. 


Since the withholding taxes are assessed on gross income with 


only a limited deduction for expenses, the tax liability may 


be a very large portion of net royalty income. For example, 


Mexico levies a tax as high as 4 2  percent on gross royalty 


income paid to nonresidents. It is difficult to determine the 


expenses associated with the generation and transmission of 


technology, but if expenses are 50 percent of the gross royalty 


income, the tax liability works out to 84 percent of net 

income. 


Table 4 illustrates the effective royalty tax rates, defined 

as tax liability as a percent of net royalty income. Various 


levels of expense ( 2 5 ,  50, and 75,percent)are assumed in 

computing net royalty income. Each country's corporate tax 


(if any) on royalty income, plus its withholding tax, 


taking into account any allowable expense deductions, are 


then expressed as a percent of net royalty income. In many 


instances the effective tax exceeds 50  percent. This i.s 

high in the sense that 5 0  percent is greater than the rate 




Table 4 


Effective Tax Rates-
I/ $n Selected Developing 


Countries on Net Royalty Income 


Country : Irktual Expensesp as a Percent of the Gross Royalty Are: 
25% 50% 75% 

Argentina -2/ 
Brazil -3/ 
Chile 


Ghana 51 
India 

Israel 


Mexico -5/ 


Pakistan 


Panama 


Peru 


Philippines 


Uruguay 


Venezuela -6/ 


82.0% 123.0% 246.0% 

73.3 110.0 220.0 

50.0 75.0 150.0 
33.0 50.0 100.0 

53.3 80.0 160.0 

33.3 50.0 100.0 

56.0 84.0 168.0 

80.0 120.0 240.0 

30.0 ' 45.0 90.0 

49.3 74.0 148.0 

46.7 70.0 140 . O  

25.3 38.0 76.0 

53.3 80.0 160.0 

Liability as a percent of actual net royalty income. 

Includes the taxes on royalties at the corporate level as profits due to 


denying the deductibility of royalties paid to foreign controlling shareholders. 

If expense deduction of 50% of royalty allowed for tax purposes. 

1/ Assumes the maximum rate of 42 percent.
F;/ Assumes the maximum rate of 50 percent. 
Source: Refer to the sources of Tables 2 and 3, 
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at which either the developed or developing countries 


customarily tax ordinary business income. There are even 


instances where effective rates may exceed 100 percent. 


Such tax rates may well frustrate the goal of easier 


access to technology. 
 High taxation clearly acts as a 


barrier to the importation of technology from countries such 


as France and the Netherlands which customarily exempt 


foreign income from domestic taxation. 
 In these cases, 


the high taxation imposed by developing countries simply 


erodes the after-tax earnings of French and Dutch sellers 


of technology. 
 What is not so widely recognized is that 


high taxation of royalty income also acts as a barrier to 


the importation of technology from countries such as the 


United States, the United Kingdom, Japan, and West Germany 


which provide a foreign tax credit. Depending on the 


country, the amount of foreign royalty income will be 


measured either on a net or on a gross basis 
for purposes 


If foreign
of calculating the foreign tax credit limit. 


royalty income is measured on a net basis 
(after related 


expenses), the taxes imposedbydeveloping countries may easily 


exceed the creditable limit. 
 Particular companies may have 


excess foreign tax credits from other types of foreign source 


income which can be used to "shield" royalty income from 




- 16 -


taxation by the home government. Thus, if developing countries 


reduced their withholding taxes on royalties, this would not 


so much transfer revenue to the treasuries of the developed 


countries, as it would reduce the overall tax burden on the 


sellers of technology. 


Sooner or later, the suggestion is likely to be made 


that the developed countries provide tax relief or incentives 


for industrial royalties received from developing nations. 


At some stage, this suggestion might be seriously entertained. 


But clearly the developing nations themselves are responsible 


for the firststep in moderating the taxation of royalty 


income. 
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