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CENTRE OF PLANNING AND ECONOMIC RESEARCH 

The Centre of Planning and Economic Research (KEPE) was established 
as a research unit, under the title «Centre of Economic Research», in 1959. Its 
primary aims were the scientific study of the problems of the Greek economy, 
encouragment of economic research and cooperation with other scientific in
stitutions. 

In 1964, the Centre acquired its present name and organizational structure, 
with the following additional objectives: (a) the preparation of short, medium 
and long-term development plans, including plans for regional and territorial 
development and also public investment plans, in accordance with guidelines 
laid down by the Government; (b) the analysis of current developments in the 
Greek Economy along with appropriate short-term and medium term forecasts; 
also, the formulation of proposals for appropriate stabilization and development 
measures; (c) the further education of young economists, particularly in the 
fields of planning and economic development. 

The Centre has been and is very active in all of the above fields, and car
ries out systematic basic research in the problems of the Greek economy, for
mulates draft development plans, analyses and forecasts short-term and 
medium-term developments, grants scholarships for post-graduate studies in 
economics and planning and organizes lectures and seminars. 

Within the framework of these activities, the Centre also publishes studies 
from research carried out at the Centre and lectures given by specially invited 
distinguished scientists. 

The Centre is in continuous contact with similar scientific institutions 
abroad and exchanges publications, views and information on current economic 
topics and methods of economic research, thus further contributing to the ad
vancement of the science of economics in the country. 
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A draft of this study was referred to the «Studies Committee» of KEPE and 
three external referees and the text was revised by the author according to 

their comments and recommendations. 



PREFACE 

This book presents the results of a research effort made for the first time in 
Greece, in order to investigate the effects of licensing on the development of 
Greek industry. The subject is of a complex and intricate nature and has not 
been examined in depth until now. The issue is also particularly significant, 
bearing in mind the fact that the largest part of technological and management 
know-how is transferred from foreign to Greek enterprises through licensing. 

The empirical analysis is based on unpublished data from the Bank of 
Greece regarding the royalty payments of Greek enterprises, on critical 
analysis of a large number of contracts, and on a series of systematic inter
views at the level of enterprises and competent state services. The combination 
of the analysis of the statistical data with the empirical analysis of the data 
resulting from discussions with the users of the transferred technology, gives 
the survey a special character. Thus, an effort is made to determine the in
fluence of Licensing Agreements at the macroeconomic level, as well as on 
microeconomic factors, such as the transfer of technology, the local production 
of raw materials, the training of business executives and of the labor force, the 
promotion of indigenous business talents, the industrial organisation and 
management, the available market services, marketing and finally the coopera
tion of enterprises with local research centers and Universities. The study also 
examines the existing legal framework and the procedures required for prepar
ing and finalising licensing agreements. 

The results of the research considerably enrich existing knowledge concern
ing the cooperation between Greek and foreign manufacturing firms, and they 
confirm, contradict or clarify viewpoints up to now supported in bibliography 
and journal articles without, however, the appropriate documentation. The con
clusions and proposal accompanying the study can be used as points of 
reference in drawing up an economic policy relating to the transfer of 
technology, the protection of patents and trademarks and the promotion of 
domestic research and developments by public and private bodies. 

For the above reasons, this work of D. Kazis and C. Perrakis should be 
considered an important contribution to the Greek economic bibliography. 

PROFESSOR LOUKA T. KATSELI 
Scientific Director 

January 1983 
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This work was carried out during the 1979-1981 period. The latest data on 
royalty payments then available referred to the year 1978. The initial draft 
went through several modifications based on suggestions made by the «Studies 
Committee» of KEPE, by three external reviewers and by certain specialists on 
technology transfer. Wherever possible, the latest data were added to the 
revised text. The study was first published in the Greek language (1984); as a 
significant interest in it was shown by non-Greek speaking researchers, it was 
decided to publish it in the English language as well. 

The authors feel obliged to colleagues from KEPE, as well as to the state 
officials, entrepreneurs and business executives who eagerly helped*them in 
their work. In particular, we note the contribution of Mr K. Gialketsis (Bank 
of Greece, providing and clarifying data), Ms N. Kosteletou and Mr A. Vlis-
sidis (for quantitative processing of data), E. Panaretou (computer programs), 
G. Balopoulou (for supervising the publication), E. Emke (translation), K. Zissi 
(for supervising the printing process). Finally, we should note the substantial 
contribution of the four reviewers of this study, whose useful comments im
proved the contents and presentation of the final version. 

DIMITRIS A. KAZIS 
CHARALAMBOS I. PERRAKIS 

January 1984 
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INTRODUCTION 

There was once an agronomist living in a provincial town. One year, 
plants were unexpectedly infected by a serious disease that made their 
leaves dry. Farmers did not know what to do and were in danger of los
ing their crops. The agronomist then studied his books and finally dis
covered a special insecticide for the disease. He contacted foreign com
pany X which produced the insecticide and he began to import it. The 
crops were saved. The agronomist, who made a lot of money from the 
incident, became an importer. The reputation of the insecticide spread 
throughout the whole country. The agronomist made some calculations 
and discovered that it was worthwhile to begin producing the insecticide 
himself, so he came to an agreement with the foreign company X to do 
so under license. However, two conditions were imposed: that the raw 
materials would be supplied by company X and that along with the 
quality, the new producer would also maintain the foreign trademark, 
which company X arranged to register in this country. 

The sales of the product increased steadily. The small manufacturing 
firm had to expand in order to satisfy demand. Then company X offered 
to finance the proposed investment in exchange for partnership in thé 
local firm, but the negotiations did not result in an agreement and com
pany X withdrew the rights from the agronomist and founded a sub
sidiary of its own in the country. 

The agronomist hastened to register the formula of the insecticide 
locally and establish a new trademark. He started purchasing the raw 
materials from other sources, but the product which he could make from 
the new materials was particularly sensitive to humidity. He went to the 
banks and asked them to finance the research required to improve the 
product. The banks showed no interest and demanded overwhelming 
collaterals. The agronomist started timidly experimenting by himself. He 
bought certain research instruments; however, the tax authorities would 
not permit this expenditure to be deducted from the firm's income, 
because the tax law did not foresee such an eventuality. 

19 



The subsidiary of company X sued the agronomist, claiming own
ership of the formula for the insecticide which had been registered in 
other countries long before the agronomist did so. The case has been 
taken to court. The agronomist is trying to reserve the rights locally and 
to improve his product, which to date shows poor sales because the new 
trademark is not yet known in the market. 

We do not know whether the agronomist will be successful or 
whether he will have to abandon his efforts. What- we do know is that 
this story, even though fictitious, could easily have taken place in a 
country like Greece. 

Because the difficulties and risks of such an undertaking are well 
known, almost all local businessmen are willing to cooperate with 
foreign companies, accepting a series of restrictions imposed on them — 
even the participation of foreign firms as majority shareholders. 

The State, in turn, sees that in this way at least some import sub
stitution occurs and an inflow of foreign capital is achieved. 

Because the appropriate infrastructure is lacking in the country to 
support efforts such as the agronomist's, the state confines itself to a 
routine control, the purpose of which is to limit the exportation of 
foreign exchange in the form of royalties for the use of foreign methods 
and trademarks. 

This is approximately the state of licensing in Greece. And the ques
tion arises: Have there been any substantial benefits from licensing be
tween Greek and foreign companies? Which factors prevent licensing 
from becoming a thrusting force towards an effective industrial develop
ment? What margins exist for increasing the advantages of licensing? 
And what strategy could contribute to such an effort, so that the coun
try could acquire at some future time, a certain technological maturity, 
at least in some industrial activities? All these questions led to the evolu
tion of this study which deals with the effects of licensing on the 
development of Greek industry. 

The study which follows examines first of all the licensing agree
ments which currently exist between Greek and foreign firms. It then 
proceeds to examine some of the effects of such collaborations. More 
specifically, the basic aim of this study is to explore in detail the extent 
and the terms of foreign technology transfer to Greece, and the probable 
effects of this transfer on the development of certain functions within 
Greek industry such as research, design and development of new 
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products, organization and management, training of personnel etc. This 
study is carried out on two levels: on the macroeconomic level, it ex
amines the «volume» of licensing agreements, the terms of the agree
ments and the probable effects on economic indicators such as imports, 
exports etc. It also examines the positive and negative effects of the 
licensing agreements at the enterprise level.1 

Given the fact that the institutional framework is a significant factor, 
if not the determining factor, in licensing between Greek and foreign in
dustrial concerns, it was considered important that it be studied. For 
that, reason, the institutional framework which is operative in Greece is 
presented with a critical eye in relation to that of other countries. Final
ly, we studied the current changes which are taking place in the in
stitutional framework governing the international transfer of 
technological know-how, because new international practices can help to 
redefine the context of technological development in Greece. 

A preliminary study pinpointed a series of valuable data in the 
Department of Imports Control of the Bank of Greece, which had never 
been utilized effectively or published. The analysis of this data, which in
cluded all the royalty payments made by Greek companies since 1972, 
became the starting point of the study which then proceeded to a 
quantitative investigation of the subject. More than 100 licensing agree
ments were scrutinized, Greek and international law and legal ter
minology were examined and visits - interviews were conducted with 
about 50 Greek industrial companies. Finally, a special survey covered 
the state services which directly or indirectly influence licensing. 

In this way, a wealth of material was gathered; 1,000 pages of tables 
compiled by the computer, 500 pages of records from interviews, 200 
pages of notes from the study of the agreements, as well as an abun
dance of data from international bibliography. Thus, the difficulty lay in 
the selection and systematic classification of the material which had to 
be included in the final publication. 

The study consists of 6 Chapters and 7 Appendices.2 In the first 

1. The contribution of foreign technology to the development of the country as realised 
through the know-how embodied in the mechanical equipment purchased abroad, is not included 
in this study. The main reason for excluding this topic is that the complexity and intricacy of the 
subject requires a separate and long-term scientific study. 

2. Studies similar to the one presented here, which combine macroeconomic and 
microeconomic data, do not exist. Existing literature focuses on either macroeconomic or 
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chapter, the international literature is presented, along with the 
theoretical framework and practical dimension of licensing international-

In the second chapter, a quantitative analysis of the royalties 
expenditures in Greece is presented, while the third chapter attempts a 
qualitative evaluation of the restrictive terms included in the licensing 
agreements. In the fourth chapter, the results from the survey made on 
the enterprise level are presnted, the aim being to determine the effects 
of licensing on all the aspects of business activity, and the conditions 
which favor or inhibit the correct exploitation of licensing in our coun
try. The fifth chapter explores critically the institutional framework in 
Greece, the European Community and other countries. The last chapter 
draws conclusions and attempts to make proposals to private en
trepreneurs and to the State, which, it is believed, will lead to an im
proved approach to licensing, based on more effective cooperation be
tween Greek and foreign companies. 

The appendices, in addition to tables, questionnaires and legal texts, 
include an overview of licensing in small and medium size enterprises. 

Although the study was a joint effort, the introduction, the investiga
tion of the effects of licensing on the progress of industrial enterprises, 
the Greek and foreign legislation which regulates licensing, patents and 
trademarks, the conclusions and proposals (Chapters 4, 5, 6), as well as 
the appendices, were written by D. Kazis. The more general subject of 
the transfer of technology to developing countries and the analysis of 
royalty payments, and the restrictive terms of the agreements (Chapters 
1, 2, 3) were written by C. Perrakis. The study of the licensing agree
ments made by the firms and the collection and processing of the data 
concerning technical aid were team efforts, while the processing of the 
data concerning royalties, its separation into payments for technology 
and trademarks and the interviewing of the companies was done by D. 
Kazis, who had the primary responsibility for carrying out this study. 

microeconomic data. For an example of the first type of study see C. Vaitsos, «Intercountry In
come Distribution and Transnational Enterprises», Clarendon Press, Oxford, 1974 and UN, «Ma
jor Issues Arising from the Transfer of Technology to Developing Countries», N.Y. 1975. For 
examples of the first or second type of study see: C. Michalet, «Multinational Enterprises and 
Transfer of Technology: A Comparative Approach of the Case of Greece, Ivory Coast, Moroc
co and Spain» and J. Pastore, «Multinational Corporation and Transfer of Technology: The 
Case of Argentina», articles in the two volume OECD publication. «Transfer of Technology by 
Multinational Corporations», Paris, 1977. 
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CHAPTER 1 

TRANSFER OF TECHNOLOGY TO DEVELOPING 
NATIONS AND THE PROBLEMS INVOLVED 

1.1. Introduction 

In contemporary economic literature regarding developing nations, 
there appear multiple «vicious circles» and «gaps» (e.g. technological gap, 
adjustment gap etc.) which, it is maintained, create insurmountable 
barriers to every serious development effort. The developing nations ap
pear today to be in an unfavorable position from the point of view of 
exploitable resources, rate of population increase, opportunities for inter
national trade etc., in comparison to the developed countries at the dawn 
of their economic development. 

On the other hand, general pessimism is reduced by the fact that, to
day, in contrast to the past, there is a large body of knowledge and ap
plied technology, whose contribution to economic development is par
ticularly important and which, under certain conditions, can constitute in 
the long run the strongest factor of development. But because the re
serve of knowledge and technology is concentrated in the. developed 
countries, the first question to arise concerns the possibilities, the means 
and the terms of its transfer to the developing countries — the subject 
with which this chapter is concerned. 

1.2. Technology and Industrial Development 

Until 20-25 years ago, the role of science and technology in the 
developing nations was of little interest. In the early sixties, interest con
cerning the role of technology in the development process was restricted 
to the establishment of technology research institutes with a general and 
vaguelly defined orientation. 

Technological underdevelopment was considered merely one of the 
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aspects of general economic underdevelopment. In the mid and late 
1960's, the prevailing viewpoint was that the «reserve» of technology 
which exists in the developed countries was more than enough to cover 
the needs of the developing nations and the only thing needed was the 
creation and staffing of more technology institutes to train personnel in 
conducting research. 

The creation of technological institutes and the simultaneous transfer 
of «proven» technology from the developed to the developing nations ap
peared to be the answer to technological retardation. Pessimism 
regarding the development potential of the developing nations was suc
ceeded by a certain optimism, because the prevailing viewpoint then was 
that a «heavy dose» of technology would solve even the problem of un
derdevelopment.1 The whole problem of development, in other words, 
was turned into a purely technocratic problem, which could be solved by 
selecting and promoting the appropriate activities through local or im
ported .technology. 

In recent years, the issue of technology in general and the transfer of 
technology specifically has been confronted by the developing countries 
in a more critical and empirical, rather than theoretical way. Emphasis 
has been laid on the reasons causing technological retardation, which is 
seen as an integral part of a general economic underdevelopment. At the 
same time, the technological retardation of the developing nations began 
to be correlated with the technological progress of the developed coun
tries and the role which the latter play in the technological develop-
ment/underdevelopment of the former. The transfer of technology, and 
particularly the terms under which the technology is transferred, began 
to be approached with more scepticism. The traditional viewpoint, that 
every type of technology transfer from developed to developing nations 
is beneficial for the latter, is no longer universally accepted. Today, even 
though a consensus has not been reached, the prevailing viewpoints, 
converge at least on this point: any attempt to formulate a policy for the 
use of science and technology in economic and industrial development 
programs is necessarily deficient, if it does not begin by examining the 
basic causes of the economic and industrial retardation in the developing 
nations. In other words, the problem of technological retardation is 

1. See. for example, UN. «Conference on the Application of Science and Technology in the 
Developing Countries». Geneva. 1962. 
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recognized as a partial problem of economic underdevelopment, and its 
solution is closely linked to that of the wider problem of economic un
derdevelopment. 

The above developments confirm once again the enormous 
significance of technology in the process of economic development.2 

However, although today technology is indeed considered a fun
damental component of economic progress, the specific type of 
technology, the way it is transferred to the developing countries and the 
terms of transfer all remain controversial issues. 

Many economists maintain that the specific type of technology 
which is transferred from the developed to the developing nations, is not 
the most «appropriate» in relation to the needs and to the proportions 
and prices of the factors of production which exist in the latter. 
Specifically, it is maintained that the technology which is transferred is 
frequently not appropriate because it was developed in a socioeconomic 
environment (that of the developed countries) in which the social needs 
of the population are different. While, for example, the development of 
technology for the production of detergents and cosmetics might be a 
real necessity for a developed society, the transfer of this technology to 
a developing country is not necessarily beneficial to the latter. It is also 
maintained that, because the transferred technology was developed in 
advanced countries (where the relative price of capital is low in com
parison to the price of labor), it is likely to be «capital intensive», in con
trast to the situation which usually prevails in developing nations, where 
the relative cost of capital is high in comparison to that of labor. In this 
case, the use of a specific technology may perhaps not be economically 
efficient.1 

Technology can be transferred to a country in many ways, the 
primary ones being the attraction of technology engineers and skilled 
labor, the importation of certain goods and services, the rights to 

2. The analysis of the role of technology as a factor of economic development is not an ob
ject of this study. However, a rich bibliography on the subject is available to the reader. See, for 
example. Baranson J.. «Industrial Technologies for Developing Economies», Praeger, 1969. Also 
a large series of U.N. (UNITAR) studies, like Manson R., «The Transfer of Technology and the 
Factor Proportions Problem» and Chudson W., «The International Transfer of Commercial 
Technology to Developing Countries». 

3. For specific examples see Boon G.K., «Economic Choice of Human and Physical Factors 
in Production». North Holland. 1964. 
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technical production processes (patents) and direct foreign investment 
(multinational corporations). Today, the international technology market 
is dominated by multinational corporations which control the largest 
part of the advanced technology products and processes (patents). 

Theoretically, the alternatives which a country has in order to ac
quire modern technology are: (a) to develop the necessary technology in
dependently, (b) to attract direct investment from foreign firms possess
ing modern ^technology, (c) to acquire the necessary technology by 
foreign firms granting to native enterprises the right to use their produc
tion processes (licensing), or (d) some combination of the above. The 
first alternative is not realistic or economically feasible. Experience 
shows that all the developing countries depend to a greater or lesser 
degree, on some combination of b and c. However, because the third 
alternative depends to a large extent on multinational corporations, the 
conclusion is that (in order to acquire modern technology) tb~ develop
ing countries, must go through the channels of multinational corpora
tions. This fact gives rise to fears and scepticism, because some regard 
multinationals as a «blessing» and others see them as a «curse». The pros 
and cons of multinationals have been analysed ad infinitum and in any 
case they are outside the bounds of this study.4 Here it is simply noted 
that the object of intensive criticism in the developing nations is general
ly the modus operandi of the owner of the transferred technology (usual
ly multinationals) and not the technology itself. 

There is a basic peculiarity5 associated with the demand for know-
how (and technology) as services: the price and the value of the know-
how for the buyer is unknown until he acquires it, but from the moment 
he has it, its market value falls to zero. In terms of neoclassical analysis, 
the marginal cost is zero. Precisely because of this peculiarity, the price 
of the know-how (and technology) is in reality indefinable and its owner 
has a monopolistic right, which he can price almost arbitrarily. This 
right is protected by law and its use by a third party (given that it is 
rarely granted outright) is possible on payment of a fee. 

4. See, for example. Lall S. - Streeten P., «Foreign Investment, Transnationale and developing 
Countries». Macmillan Press, 1977, Bos - Sanders - Secchi, «Private Foreign Investment in 
Developing Countries», Reidel, 1974, Dunning J. (Ed.), «Economic Analyses and the Mul
tinational Enterprise», Allen and Unwin. 1974. 

5. See Arrow K.J.. «Economic Welfare and the Allocation of Resources to Invention», 
Princeton University Press. 1962. 
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The same right, in addition to the monopoly price, gives the owner 
the power to impose various supplementary terms and restrictions in or
der to grant the right of use to a third party. During the last few years, 
and as a result of empirical study, it has been noticed that the transfer 
of technology from developed to developing countries often takes place 
under such restrictive terms, that the cost of the transfer is often greater 
than the benefits involved.6 Specifically, it was noted that many 
technology transfer agreements contain terms for the buyer (e.g. prohibi
tion of exports, exclusive supply of raw materials, machinery and spare 
parts by the licensor, prohibition of manufacturing competitive products 
etc.), terms which must be accepted by the purchaser if he wants to buy 
the technology. These restrictive terms have negative consequences for 
the enterprise which purchases the technology as well as for the national 
economy in general, and depend, to a large extent, on the bargaining 
power of the transactors. In other words, there are basic reasons, proved 
by empirical research, which lead to the conclusion that every transfer 
of technology is not necessarily beneficial for both parties involved, i.e. 
the purchaser and the supplier, since, among other things, the terms of 
implementation are unequal. 

The general findings and conclusions drawn from the above 
analysis,7 as well as current theoretical and empirical research on the 
subject of technology and its transfer to developing countries, are as 
follows: 
— Technology plays a vital role in economic and industrial develop

ment. In the long run, it is perhaps the most dynamic factor of 
development. Countries with a limited number of licensing agree
ments are usually economically and socially retarded.8 

6. See. for example. UN. «Major Issues Arising from the Transfer of Technology to Develop
ing Countries», 1975, UN, «Major issues arising from the Transfer of Technology, A Case Study 
of Spain», 1974. Vaitsos C , «Intercountry Income Distribution and Transnational Enterprises», 
Clarendon Press, 1974. 

7. These conclusions are presented in brief and in some cases have not been thoroughly 
clarified in the preceding analysis. This happens for two reasons. The first reason is that our 
study is basically empirical and is more interested in the results of the transfer of technology to 
our country rather than in a general review of the subject. The second reason is that the 
economic literature on the subject «technology-technology transfer» is vast and for that reason, 
instead of developing various viewpoints in the text, we base our conclusions on studies, to 
which the reader is referred for more details. 

8. It should be noted, however, that recent empirical studies show that the major reasons for 
economic development are linked more to quantitative increases of the factors of production and 
less to technology, as it is estimated by production functions. See, e.g. Star S., «Accounting for 
the Growth of Output», American Economic Review, March 1974. 
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— The traditional view that the developing countries are technologically 
backward, because they are poor in technology, and that it is 
relatively easy for them to develop through the transfer of technology 
from the developing countries, is not universally accepted today. 
Technological retardation is now considered as one of the inherent 
elements of economic underdevelopment and it is believed that 
serious technological development cannot be achieved if, at the same 
time, the causes of economic retardation are not wiped out. 

— The largest share of expenditures for technology takes place in the 
developed countries, which in turn either use or export, rent or grant, 
the results of their research, usually through multinational corpora
tions. The result (and this is particularly true for developing coun
tries) is that the productive sector of the countries which import the 
technology is isolated from the process of creating new technology 
and remains a mere recipient of imported technology. This is par
ticularly true for the developing countries. In this way, the transferred 
technology, which in the developed countries constitutes an object of 
investment, becomes an object of consumption in the developing na
tions. 

— The non existence of domestic technology leads to «technological 
dependence» on foreign countries.9 Often, a direct consequence of this 
is the transfer of inappropriate technology to the developing nations. 
The unsuitability of the technology has two sources. First, the 
technology which comes from the developed countries is often 
«capital intensive», while the factors of production which exist in the 
developing countries require «labor intensive» technology.10 Secondly, 
technological dependence can lead to the production of «unsuitable» 
products. This is due to the fact that the products which are 
produced with the transferred technology have been developed in a 
different socioeconomic environment, that of the developed countries, 
and naturally reflects the basic characteristics and needs of that en
vironment (high incomes, high quality, high specialization etc.), which 

9. The various theories on technological dependence have been particularly developed by 
Latin American economists. See, for example, Sunkel O., «Big Business and Dependencia» 
Foreign Affairs, April 1972 and Santos T., «The Structure of Dependence», American Economic 
Review, Papers and Proceedings, May 1970. 

10. See, for example, Marsfen K., «Progressive Technologies for Developing Countries», 
1971, in the series of articles «Third World Employment», (Ed.) Jolly R., Kadt E., Penguin 
Books. 1973. 
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differs considerably from that of the developing countries." The final 
result is that this technology often works against the national goals, 
e.g. full employment and the more equitable distribution of income in 
the developing countries. 

— The transferred technology is usually accompanied by terms which, 
while securing the rights of the supplier of the technology, are not 
necessarily beneficial to·the purchaser or the national economy in 
particular. In cases of the transfer of «tied technology» — i.e. 
technology which is granted under terms which anticipate, for exam
ple, the prohibition of exports, the determination of the sources of 
raw materials supply, selling prices etc. — the cost to the national 
economy is often great, even if it is small for the buyer of the 
technology himself. 

1.3. Protection of Patents 

The discovery of a particular invention or a particular production 
method creates a «natural right» for the inventor that is protected legally 
and economically. Today, more than 80 countries are members of the 
World Intellectual Property Organization (WIPO), which was founded 
before 188312 and whose functions include the international recognition 
and protection of industrial property (trademarks and patents). It should 
be mentioned that, in the past, the system of registering patents was 
temporarily abandoned, while today almost all western countries (with 
certain noteworthy exceptions), whether members of WIPO or not, 
recognize and protect the rights of patent holders. 

From a purely economic view point, in other words ignoring the 
legalistic interpretations, patents represent a «de facto» and a «de jure» 
monopolistic right. The holder of a patent acquires the exclusive right to 
use or not to use the specific invention or technology which he has 
registered and any third party is denied the right to use it without the 
permission of the holder. The concession of this right is justified 

11. This viewpoint has been developed particularly by Stewart, F., «Products, Technology 
and Income Distribution», ILO Technical Paper, 1972. 

12. For an interesting presentation of the historical evolution of the protection of technical 
production methods, see Penrose E., «The Economics of the International Patent System», The 
Johns Hopkins Press. 1951. 
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theoretically as a necessary incentive and reward for inventive activity. 
It is also maintained that the exclusiveness of this right acts as a suffi
cient incentive for its economic/industrial exploitation, which, beyond the 
immediate benefits to the owner, yields considerable indirect benefits to 
a country as a whole, because it raises its technological level. Of course 
it is assumed that this way of technological development, i.e. the conces
sion of monopolistic rights to patent owners, has the lowest social cost, 
in comparison with alternative ways of technological development. 

As with many economic issues, diametrically opposed opinions have 
been expressed, regarding the protection of patents, and the debate does 
not appear, at least at present, to be reaching a consensus. Peculiarly 
enough, however, although the two viewpoints which prevail in the 
literature on the subject originate from the same base and use similar 
arguments, they arrive at opposite conclusions. The basic reasons which 
account for the different views are mainly the different interpretation of 
the empirical data which exist, as well as the fact that whatever is in the 
interest of the ceder of a patent is not necessarily in the interest of the 
purchaser, particularly when the former is a developed economy and the 
latter an underdeveloped or developing economy. 

The view which prevails today is that the protection of patents is 
necessary and also beneficial to both the seller and the purchaser since 
essentially both have the same interests.13 This viewpoint is supported by 
executives of multinational corporations, by governments of developed 
nations and also by many officials of developing countries. The minority 
opinion maintains that the protection of patents is not essential for the 
technological development of developing nations and that it often works 
against them. This viewpoint is supported mainly by economists of 
developing countries, the major spokesman being C. Vaitsos.14 

The main arguments supporting the first viewpoint are summarized 
below : 
— The major part of the technology which the developing nations need 

for industrial development belongs to large multinational corpora
tions. This technology has been patented by the multinationals and is 

13. See, for example. United International Bureau for the Protection of Industrial Property: 
«Model Law for Developing Countries on Inventions», Geneva, 1965. 

14. Vaitsos C . «Patents Revisited: Their Function in Developing Countries», in the collection 
of articles, «Science, Technology and Development», Cooper C, (Ed.) London, 1973. 
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unknown to third parties. These enterprises will not transfer their 
technology to developing countries, if in these countries there does 
not exist a mechanism which registers and protects the transferred 
technology. It is in the interest of the developing countries to create 
such mechanisms, because otherwise they will continue to be 
technologically underdeveloped, as the cost of developing their own 
technology is prohibitive. 

— Direct foreign investment is concentrated mainly in technologically 
advanced sectors of industry, where almost all the existing technology 
is patented. As long as the developing countries have not created 
mechanisms for the protection of technology, foreign investors will be 
reluctant to set up factories or participate in joint ventures in these 
countries. As a result, the non-protection of patents acts as a 
deterrent to the inflow of foreign industrial capital. 

— The existence of a patent protection mechanism provides two benefits 
for a small developing country. Firstly, it ensures the transfer of 
foreign technology and secondly, it protects the development of 
domestic technology, which in the case of non-protection would be 
«easy prey» for copy or purchase by the large (domestic or foreign) 
industrial complexes. 

— In most of the developing countries the production of capital goods is 
negligible, the result being that all these goods are imported, thus 
creating huge deficits in the external balance of payments. The 
protection of patents creates the necessary prerequisites for the 
production of these goods locally, resulting in imports substitution 
and, in many cases, in the achievement of significant exports. 
The general conclusion from the above arguments is that the 

developing countries, being «poor» in technology, need to attract foreign 
business capital, which is a basic vehicle for the transfer of modern 
technology. A necessary condition, however, for the transfer of 
technology, whether it be through the inflow of foreign industrial capital, 
or by the setting-up of joint ventures, or through direct technological 
cooperation of domestic with foreign industrial enterprises, is the crea
tion of a mechanism in the recipient country, which protects and patents 
the transferred technology. 
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This viewpoint is fundamentally questioned by C. Vaitsos15 and cer
tain other economists.16 According to C. Vaitsos, the existence and the 
protection of an invention or a production process is a separate issue, 
not connected with technology transfer. This point of view maintains 
that a discovery, invention or production process acquires a legal basis 
from the moment it is legally granted a patent, in spite of the fact that it 
exists of itself before being granted a patent. The legal registration acts 
in some manner as a «birth certificate», something which is independent 
of its existence, use (application) or its transfer. In reality, C. Vaitsos 
argues, the granting of patents, in most cases, is equivalent to an ex
clusive import license of products which are in this way protected. Thus, 
patents inhibit instead of facilitating the transfer of technology from the 
developed to the developing countries.17 This viewpoint is supported as 
follows : 
— Almost all patents granted in developing countries belong to foreign 

enterprises. Empirical research shows that only 1-5% (at the most) 
belong to domestic enterprises or permanent residents of the develop
ing countries.18 

— Of the vast number of imported patents which are registered every 
year in developing countries, only a small number are actually used.19 

This policy is applied firstly to ensure markets for the registered 
products of the multinational corporations, which in this way are not 
obliged to set up factories in these countries, and secondly, because it 
protects against potential competition from similar products, which 
are prevented in this way from being imported or produced locally. 

— Because various countries do grant patents, the possibility of a third 
party (for example a local enterprise) importing or producing the 
patented product depends on permission from the patent holder and 

15. See Vaitsos C , «Patents Revisited», previous reference. 
16. See, for example, Penrose E., «International Patenting and Less Developing Countries», 

Economic Journal, Sept. 1973, Government of India, Official Report on the Revision of Patent 
Laws, New Delhi, 1959, Grundmann H., «The Economic Arguments for Patents and their 
Validity for Developing Countries», Indian Economic Journal, 1970. 

17. See Vaitsos C , «Patents Revisited», pages 82-83. 
18. See for example, UN. «The Role of Patents in the Transfer of Technology to Developing 

Countries», N.Y. 1964 and Vaitsos C , «Patents Revisited», pages 73-75. 

19. Out of 3.513 registered patents in Colombia (in the chemical and textile sectors), only 10 
had been used in production, and from 4.872 patents in Peru only 54 were finally used. See 
Vaitsos C , «Patents Revisited», page 78. 
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of course permission is granted only under the terms dictated by the 
patent holder. Thus, in practice, the granting of a patent is transform
ed into the issuance of an exclusive import license of the patented 
product or raw material etc., in the case where the final product is 
produced in the country. 
Consequently, because almost all of the usable patents which have 

been registered in developing countries belong to large foreign mul
tinationals and because the real reason for registering the patents is to 
prevent them from being used, patents actually inhibit the inflow of 
technology which would have been possible through competition be
tween patent holders, if this protection did not exist. Therefore, at least 
as far as the developing countries are concerned, the registration of pat
ents is neither a necessary nor an essential prerequisite for technological 
development. On the contrary,· this protection of patents might in fact 
have the opposite results, as it restricts competition in the technology 
market. 

In addition to the transfer of technology per se, the protection of 
patents supposedly acts as an incentive for the attraction of foreign in
dustrial capital (direct foreign investments). This viewpoint is contested 
by C. Vaitsos both on theoretical and empirical grounds. Specifically C. 
Vaitsos argues that:20 

— The protection of patents does not serve as a significantly decisive 
factor for attracting direct foreign investment. The basic determining 
factor for direct investment is the attempt by the multinational cor
porations to maintain markets, which they had secured in the past 
through exports and which today are threatened either by com
petitors or by the policy of developing nations21 regarding import 
substitution. In these situations, the protection of patents acts, in 
reality, as a deterrent to the inflow of foreign capital, because the 
protected goods can be produced or imported (into the country which 
offers protection) only by the patent-holder and not by other (foreign 
or local) competitors. In the event that the patent-holder decides not 
to produce the protected goods, the result is that every other poten-

20. See Vaitsos C , «Patents Revisited», pp 77-80. 
21. It should be noted that this viewpoint, considered today as one of the most satisfactory 

explanations of the transfer of international industrial capital, was systematically developed by 
Knickerbocker. See Knickerbocker F., «Oligopolistic Reaction and the Multinational Enterprise», 
Harvard University Press, 1973. 
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tial producer is blocked, something which is equivalent to deterring 
the potential inflow of foreign capital. 

— Empirical research shows that the protection of patents is rarely men
tioned as affecting the foreign direct investment decisions of enter
prises. It is typical that in extensive studies regarding incentives for 
direct foreign investment, the protection of patents is almost never 
referred to as a factor affecting the investment decision.22 Of course, 
such protection is almost always desirable, but that does not mean 
that it is absolutely necessary to obtain it in order to make a decision 
for investment. It is worth noting that similar conclusions are reached 
in an extensive study23 made on behalf of the American government 
which emphasizes that: 
«... thus it seems that although investors and their lawyers demand 
better protection of patents, if they can have it, the nature of this 
protection is rarely a significant factor which is taken into considera
tion in the final decision for (foreign direct) investment». 
From the above it appears that the protection of patents is an issue 

which has not yet been settled. On the theoretical as well as on the em
pirical level there are enough arguments and empirical facts which can 
support the point of view that protection of patents is necessary and 
beneficial or, on the contrary, useless and harmful to the development 
effort of the developing countries. Precisely the fact that it is difficult to 
maintain unequivocally whether or not it is necessary to protect patents, 
creates serious policy problems in developing countries as far as 
technological development is concerned. If, for example, a developing 
country decides that patent protection is useless, while in reality it is 
necessary, then it follows that the country is likely to remain (ceteris 
paribus) technologically backward. If, on the other hand, another coun
try decides that patent protection is necessary, while in reality it is 
useless, then it is likely (ceteris paribus) not to develop its own 
technology. 

Even though the subject of this study is not the examination of the 
necessity or otherwise of patent protection, the serious issue of patent 

22. See. for example, Reuber G., «Private Foreign Investment in Development», OECD 
Development Center, 1973, pp 101-134, US Tariff Commission, «Implications of Multinational 
Firms for World Trade and Investment», US Government Printing Office, 1973. 

23. US Senate. «The International Patent System and Foreign Policy», 85th Congress, 1st 
Session. 1957. 
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protection cannot be ignored. The subject will be dealt with briefly in the 
following chapters. By way of introduction we should say that always, 
beyond the correctness of either viewpoint, what is significant is the 
political possibility of implementing the solution which will finally be 
selected. Without a doubt the position of C. Vaitsos is of particular in
terest to the developing countries, but the question is what infrastructure 
and what system exists today which can replace an eventual abolition of 
patent protection. If our country decides to abolish patent protection 
what will be the consequences for Greek industry, given that almost all 
important Greek enterprises use foreign patents and they allocate only 
negligible sums for technological research? Besides the legal difficulties 
which might arise due to the international obligations of the country, the 
immediate result might be that the foreign owners of the patents would 
recall their licenses from Greece. It is doubtful whether the Greek 
economy could withstand the cost of such an action. We shall return to 
this subject in Chapter 5, after the technological connections of Greek 
industry have been analysed and evaluated. 

1.4. The International Market and the Transfer of Technology 

The analytical investigation of the international market and transfer 
of technology is not indeed the subject of this study. However, because 
for reasons of comparison references will be made in the following chap
ters to the purchase of technology from foreign countries, it was con
sidered useful to present in this chapter various statistical data which 
give an overview of the international market and transfer of technology. 

To begin with, it should be noted that analytical data on the 
purchase of technology between industrially developed countries exist in 
various OECD studies and particularly in the study «Gaps in 
Technology».24 This data will not be presented here as it is considered 
very well known. It should also be mentioned that various UN publica
tions include analytical data on technology payments of member coun
tries. However, neither will this data be presented here because there is 
no common basis for their comparison. 

The figures in Tables 1.1 and 1.2 give an initial picture of the man
power involved in research and development. According to these figures, 

24. OECD. «Gaps in Technology: Analytical Report», Paris, 1971. 
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TABLE 1.1 

Number of Scientists and Engineers Employed in Research and Development (R & D) 
in Various Countries 

Country or Region 1969-71 % 1974-76 % 

Africa 
N. America1 

S. America 
Asia2,3 

Oceania 
Europe4 

(Greece) 
U.S.A. 
Canada 
Japan 
U.S.S.R. 

Total 

12,010 
15,647 
30,781 
126,653 
24,144 

1,046,229 
(1,817) 
575,900 
41,059 

405,627 
1,470,040 

3,748,090 

0.3 
0.4 
0.8 
3.4 
0.6 
27.9 
-

15.4 
1.2 

10.8 
39.2 

100.0 

23,776 
10,355 
44,506 
183,637 
43,246 

1,295,035 
(4,328) 
585,600 
30,304 

490,404 
1,751,400 

4,458,263 

0.6 
0.2 
1.0 
4.1 
0.9 

29.0 

-
13.2 

0.8 
11.0 
39.3 

100.0 

Source: UNESCO Data processing, «Statistical Yearbook», various years. In the first column 
(1969-71) data from 95 countries are included, while in the third column (1974-76) data from 
110 countries are included. 

Notes: 
1. Except USA and Canada. 
2. India alone employs about 100,360 people in Research and Development. 
3. Except Japan. 
4. Except USSR. 

TABLE 1.2 

Number of Scientists and Engineers Employed in Research and Development (R & D) 

Category of country 1969-71 % 1974-76 % 

Industrially developed countries 
Industrially developing or under

developed countries 

Total 

3,538,855 

209,235 

94.5 4,152,743 

5.5 305,520 

3,748,090 100.0 4,458,263 

93.3 

6.7 

100.0 

Source: Same as Table 1.1. 

36 



the total number of scientists and engineers involved in all types of 
research during the period 1969-71 was 3,748,090, while during 1974-76 
the number was 4,458,263. The same figures show the unequal distribu
tion of research personnel by country and region. Thus, three countries 
(USSR, USA, Japan) alone employ 2,827,404 researchers or 63.5% of 
the total worldwide research personnel. It is also obvious that the 
relative importance of those countries will increase while the relative im
portance of the other countries will decrease if the percentage distribu
tion of research personnel (columns 2 and 4, Table 1.1) is weighted 
against the population of each country. 

Table 1.2 shows the relative position of industrially developed coun
tries in relation to industrially developing or underdeveloped countries, 
as regards research personnel. The developing and underdeveloped coun
tries which have 4/5 of the world population employ 5-7% of the 
research personnel, while the industrially developed countries which have 
1/5 of the total population, employ 93 - 95% of the research personnel. 
Furthermore, if from the developing countries one excludes India which 
employs about 100,000 people in research activities, the position of the 
remaining countries compared to the industrially developed countries 
becomes even more unfavorable. If the productivity of the researchers is 
also taken into account, then the developing countries' position is even 
worse. There are of course certain developing countries (e.g. Mexico, 
Spain, Argentina, Korea) which allocate significant amounts for research 
and employ a worthwhile number of scientists in research activities. 
However, the figures mentioned above leave no room for doubt about 
the general conclusions: the overwhelming majority of scientists involved 
in research are concentrated in the industrially developed countries and 
particularly in 4-5 of them which spend almost all the resources which 
are allocated worldwide for research and technological development. 

The fact that only a small portion of the scientific potential is 
located in the developing and underdeveloped countries, does not explain 
in itself the technological retardation of these countries.25 This fact is a 
result, rather than a cause or explanation of their technological retar-

25. The view that the developing countries are technologically backward because they do not 
employ enough scientific personnel in research work is a variation of the viewpoint that the 
developing countries are at a low level of development because they are «poor». However, this is 
not an explanation but a tautology. 
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dation.26 As we have already mentioned above, the process of economic 
and technological development is complex and painful, where cause and 
effect often complement one another and refute one another, and prac
tically it is often not possible, or expedient, to try and isolate one factor 
and come to generalizations and disputable conclusions. 

The international technology market, especially after 1970, 
developed rapidly. Although aggregate figures do not exist for all the 
countries in the world, the data that do exist are indicative. Tables 1.3 
and 1.4 present data on the income of American companies from sales 
of patents, trademarks and management consulting to firms abroad, as 
well as payments by American firms for the use of patents, trademarks 
and management consulting provided by foreign firms. 

Because the U.S.A. is one of the countries that is in the vanguard of 
the production and distribution of technology, there is always a surplus 
in their technology balance of payments (income from, less payments 
for, technology). Characteristic is also the size of international 
technology payments for trade. American companies in one year (1978) 
received $5.9 billion and paid $0.6 billion from the transfer of 
technology. The significance of the income from technology sales is ob
vious, if one mentions that, especially during the last years, this income 
represents 40-50% of the dividends, profits, interest etc. which came 
from the total stock of direct U.S. investment abroad. 

Table 1.3 also shows that the movement of technology takes place 
mostly within the network of subsidiaries and their parent corporations. 
Thus, for example, in 1978 about 5/6 of the income from technology 
came from subsidiaries abroad and only 1/6 from unrelated companies. 
A similar trend, on a smaller scale however, can be seen in the pay
ments for technology. This means that the movement of American 
technology is basically an «intracompany» (parent - subsidiary) affair, a 
fact that leads to thoughts about the diffusion of transferred technology 
within the national economies of the host countries. It must be noted 
that the above data are not adequate to support the argument that 
transferred technology, even when it is actually transferred, remains 
within an intracompany framework, because, after all, the dispersion of 

26. This explains for example, the large number of Greek scientists who are involved in 
research abroad, while Greece itself employs a relatively small number of researchers and usual
ly in a non-rationalistic way. 
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TABLE 1.3 

Royalty Receipts and Payments of American Companies for Trademarks and Patents 

(mil. dollars) 

Year 

1960 

1 

2 

3 

4 

5 
6 
7 

8 
9 

1970 

1 
2 
3 

4 
5 
6 

7 

8 

A 

590 
662 

800 

890 
1,013 

1.199 

1.162 

1,354 

1,430 

1,533 

1,758 

1,929 

2,115 

2.513 

3.070 

3,543 

3,531 

3,793 

4,806 

Β 

247 
244 

256 

273 

301 

335 
353 
393 

437 
486 
573 
618 
655 
712 

751 
757 
822 

920 

1,065 

C 

35 

43 

57 

61 

67 

68 
64 
62 

80 
101 
111 
118 
155 
209 

160 
287 

293 

243 

396 

D 

40 

46 
44 

51 
60 

67 
76 
104 

106 

120 
114 
123 
139 
176 

186 
186 

189 

191 
214 

(A+B) - (C + D) 

762 

817 

955 

1,051 

1,187 

1,399 

1,375 

1,581 

1,681 

1,798 

2,106 

2,306 

2,476 

2,840 

3,475 

3,827 

3,871 

4,279 

5,261 

Source: «Survey of Current Business», various years. 

Notes: 
Column A = receipts from U.S. subsidiaries in foreign countries. 
Column Β = receipts from «other» foreign enterprises. 
Column C = payments to U.S. subsidiaries in foreign countries. 
Column D = payments to «other» foreign enterprises. 

transferred technology depends basically on the degree to which the sub
sidiary company is integrated into the national economy. 

In Table 1.4, the movement of technology appears to take place 
mainly among the developed countries. Thus, for the year 1978, the in
come from technology sales of U.S. firms to industrially developed coun
tries was about 81% of the total income, while payments represented 
about 94% of total payments. Table 1.4 also verifies the trend which ap
pears in the preceding table: that, with the possible exception of Japan, 
American companies prefer to move their technology through their sub
sidiaries abroad, regardless as to whether the subsidiaries are located in 
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TABLE 1.4 

Geographical (Percentage) Distribution of Royalty Receipts and Payments 
of American Companies for Trademarks and Patents 

Year 1978 

Countries 

Western Europe 

(EEC) 

(G. Britain) 
Eastern Europe 

Canada 

Japan 
Australia-N. Zealand-

S. Africa 
Latin America 
Africa and 

rest of Asia 
Other 

Total 

Absolute Figures in 
millions of dollars 

A 

50.6 

(45.3) 

(14.4) 

-
15.1 
9.4 

5.1 

7.5 

10.8 
1.5 

100.0 

4,806 

Β 

40.6 

(33.8) 

(8.7) 
3.1 
5.7 

32.2 

4.3 
8.4 

5.7 

-

100.0 

1,065 

A+B 

48.8 
(43.2) 

(13.3) 

0.6 
13.4 

13.5 

4.9 
7.7 

9.9 
1.2 

100.0 

5,871 

C 

78.5 

(48.0) 
(18.9) 

-
32.0 

-16.3 

0.2 

4.8 

0.8 

-

100.0 

396 

D 

80.4 

(71.9) 
(39.2) 

-
4.7 

7.0 

0.9 

6.5 

0.5 

— 

100.0 

214 

C + D 

79.2 

(56.4) 
(26.1) 

-
22.5 

-8.4 

0.5 
5.4 

0.8 

— 

100.0 

610 

Source: «Survey of Current Business», U.S. Department of Commerce, June 1979. 

Note: For the explanation of A, B. C and D. see Table 1.3. 

developed or developing countries. This fact is not peculiar, given that 
the movement of technology within a «familiar» framework ensures ad
vantages (usually higher payments, securing of confidentiality, quality 
control of products, overinvoicing, underinvoicing etc.) which other com
panies (independent enterprises) might not be willing to offer. 

Payments for technology do not necessarily represent the actual 
transfer of technology. Thus, one could maintain that the data in Tables 
1.3 and 1.4 are not useful, because they simply depict income and pay
ments from technology sales. An opposite argument could be that, 
although payments and actual transfer of technology do not identically 
correspond, it is logical to assume that the absolute level of payments 
for technology is closely related to the technology that is actually 
transferred. In most cases, and this will be demonstrated in the following 
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chapters with empirical data, the absolute level of payments for 
technology is closely linked to the number of technology transfer agree
ments, the products which are produced under licensing etc. 
Consequently, at least the indication is that, large technology payments 
reflect, to a certain extent, greater technology transfer. 

Payments for the purchase or use of technology differ significantly 
from one developing country to another. They also vary according to in
dustrial sector. The relative statistics will be presented in the following 
chapters of the study where they will be compared to the situation which 
prevails in our country. Table 1.5 shows data concerning the intersec-

TABLE 1.5 

Number of Licensing Agreements in Manufacturing Branches of Various Countries (1970) 

Total Modern manufac- Traditional man- «Other» manufac-
number of turing branches1 ufacturing turing branches3 

agreements branches2 

Country 

Cyprus 
Dahomey 
Pakistan 
Sri Lanka 
Colombia 
Chile 
Brazil 
Argentina 
Jugoslavia 
Spain 
Iran 
S. Korea 
Greece 

Total 

ufac
turing 

36 
25 

695 
79 

353 
735 

1,579 
342 
692 

2,014 
90 

221 
326 

7,187 

Number 
of 

agree
ments 

7 
5 

209 
37 

173 
375 
879 
219 
458 

1,344 
68 
179 
146 

4,099 

Percent 
of 

total 

19 
20 
30 
47 
49 
51 
56 
64 
66 
67 
76 
81 
45 

57 

Number 
of 

agree
ments 

24 
20 

311 
24 

135 
264 
242 

73 
203 
464 

13 
40 
89 

1,902 

Percent 
of 

total 

67 
80 
45 
30 
38 
36 
15 
21 
29 
23 
14 
18 
27 

26 

Number 
of 

agree
ments 

5 
-

175 
18 
45 
96 

458 
50 
31 

206 
9 
2 

91 

1,186 

Percer 
of 

total 

14 
— 
25 
23 
13 
13 
29 
15 
5 

10 
10 

1 
28 

17 

Source: UN, «Major Issues Arising from theTransfer of Technology to Developing Countries», 
United Nations, 1975, page 9. 

Notes: 
1. Includes mainly branches 31, 32, 36, 37, 38. 
2. Includes mainly branches 20, 21, 22, 23, 24, 25, 26, 27, 28, 29, 33, 35. 
3. Includes mainly branches 30, 34 and 39. 
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toral distribution of technology transfer agreements in a series of so 
called Third World countries. The basic conclusion which can be drawn 
from the data is that the type of technology which is transferred is 
somehow closely related to the kind of economic development. 
Specifically, the more economically developed a country, the more in
terested it is in acquiring technology in modern sectors of production. 
Two extreme examples are Dahomey and South Korea. In the first case 
80% of all their technology agreements are related to traditional 
manufacturing sectors (food, beverages, tobacco etc.) while in the second 
case only 18% of the agreements regard traditional manufacturing sec
tors. 

Also worth noting is the case of Spain which, according to Table 
1.5, has the most active participation in technology purchases of all the 
countries included in the Table. The available data show that Spain is 
one of the few developing countries which attempts a serious systematic 
effort in technological development. The data of Table 1.6 are indicative. 
In 1974, for example, the largest Spanish industrial enterprises spent 
more than $120 million on industrial research and an additional $140 
million for the use of foreign production methods. During the same time-
period Greek manufacturing spent $11.7 million for the use of foreign 
production methods, while expenditures for research itself did not 
amount to more than several hundred thousands of dollars.27 It should 
be noted that in Spain not only is technology research concentrated in 
modern manufacturing sectors as expected, but Spanish companies, even 
in the most modern branches, spend just as much money on their own 
research in high-tech sectors as they pay to foreigners for the use of 
foreign technology. This is a feature which is not easily found in other 
developing countries and explains in part the success of Spanish in
dustrial products on the international market. 

1.5. Conclusions 

The main conclusions at this point are as follows: 
1. We cannot consider realistic the viewpoint, according to which, all 

benefits of technology (e.g. technological development, specialization 

27. It is typical that, according to UNESCO data, in 1976, of a total of approximately 
450,000 paid personnel in Greek industry, only 160 persons were formally employed in research 
work. 
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TABLE 1.6 

Industrial Research Expenditures by the 500 Largest Spanish Enterprises 

(mil. dollars) 

Sector 

1972 1973 1974 

A 

2.39 
0.46 

15.02 

2.25 
2.31 
4.02 

1.67 
5.26 

15.70 
4.81 

17.00 
0.45 

Β 

11.64 
0.33 

24.44 
0.97 
2.94 
2.42 

1.26 
6.07 

13.30 
3.64 

24.05 
0.04 

A 

3.94 
0.72 

24.10 
2.38 
3.70 
6.42 
1.34 
7.32 

21.90 
1.55 

21.01 
0.47 

Β 

13.67 
0.24 

40.35 
0.35 
3.54 
2.51 
1.31 
7.20 

13.94 
4.00 

27.07 
0.04 

A 

5.05 
0.64 

27.96 
2.25 
6.30 
8.63 
0.16 
6.32 

13.23 
1.43 

27.45 
0.83 

Β 

16.30 
0.57 

37.28 
2.12 
4.71 
3.05 
0.68 
6.92 

13.31 
5.89 

29.91 
0.05 

Food, beverages, tobacco 
Paper, printing, publications 
Chemicals, plastics, rubber 
Petrochemicals 
Auxiliary construction materials 
Iron and Steel 
Other metals 
Metal products 
Electrical machinery 
Shipyards 
Automobile industry 
Textile and other sectors 

Total 71.34 91.10 94.85 114.22 100.25 120.79 

Construction 
Mining 
Energy 

Total 

Grand total 

4.85 
2.15 
4.53 

0.43 
0.45 
1.82 

6.01 
3.36 
7.15 

0.43 
0.45 
1.65 

7.58 
2.66 

10.90 

11.53 2.70 16.52 2.53 21.14 

0.61 
1.70 

16.39 

18.70 

82.87 93.80 111.37 116.75 121.39 139.40 

Sources: Data procesed by the Spanish Ministry of Industry (Technical Department). The data 
is published in annual publication «Las 500 Grandes Empresas Industriales Espanoles», Servicio 
de Publicationes, Ministerio de Industria, Madrid, and IMF, «International Financial Statistics», 
May 1977. 

Notes: 
A = Own expenditures of industrial research. 
Β = Payments for patents and technical assistance. 
The original data of Table 1.6 was in pesetas. The conversion into U.S. Dollars took place on 
the basis of the dollar-peseta parity published by the IMF, «Financial Statistics». 
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and productivity of the labor force, a more rationalistic internal 
organization of enterprises etc.) can be transferred (or, more pre
cisely, transplanted) to the developing countries, provided the latter 
acquire the most modern technology. In reality, technological 
progress cannot take place independantly of its socio-economic en
vironment.28 Technological development (local or imported) without a 
parallel increase in the general level of the technical specialization of 
production, and of the labor force, the improvement of the training 
system, as well as the organization and administration of production, 
the effectiveness of the state and private services and the possibilities 
for alternative investment in other sectors of economy etc.. may lead 
to a decrease in economic productivity, that is a fall in the indicator 
«product in relation to the co-efficients of its production». 
In its vast majority, the personnel employed in technological research 
is concentrated in a small group of industrially developed countries, 
which however spend almost all funds on technological research. The 
data also show that the international movement of technology is 
mainly an issue of «inter-company relationships», a fact that does not 
create particularly favorable prospects for the actual transfer of 
technology and the dispersion of technology in the receiving coun
tries. 

28. An example of this, is the work that has been done on the detailed definition of the basic 
factors of economic development and technology. In these works, it is clearly shown that the 
various socio-economic features of a countn (level of education, health, specialisation, working 
conditions), constitute the main factors for development. Natur^'H. these features are not 
transferred together with technology. See. e.g. Denison F. «Why growth rates differ». Brookings 
Institute. 1967 and Jorgenson D.—Griliches Z.. «The Explanation of Productivity Change», 
Review of Economic Studies, July 1967. 
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CHAPTER 2 

ROYALTY PAYMENTS BY GREEK INDUSTRY: 
QUANTITATIVE ANALYSIS 

2.1. Introduction 

Almost daily, nationally and internationally, issues related to «tech
nology», «technological development or underdevelopment», «technology 
transfer», «technological problems» etc., are in the news and become to
pics of lively debate. Our country is no exception. A week does not go 
by without someone (officially or not) referring directly or indirectly to 
the subject of technology, usually in conjunction with economic develop
ment. Most times, these references have little to do with reality, for two 
reasons: firstly, because the theoretical problems, (some of which were 
summarized in the preceding chapter) related to technology and its 
transfer (type of technology, terms of transfer etc.) appear to be com
pletely ignored, and secondly, because of the non-existence of empirical 
data on technology. To date there has been no presentation or study of 
analytical empirical data which refer to the relationship of the users of 
technology in Greece with their foreign technology supplier1. 

The basic goal of the second chapter of this study is to shed some 
light on the subject of empirical data. KEPE gathered from the archives 
of the Bank of Greece detailed data concerning all the industrial com
panies which are established in Greece and have entered into licensing 
agreements with foreign companies. These companies pay royalties to 
the foreign enterprises. The data is analyzed extensively in the pages that 
follow. 

1. At the completion of this study, we were informed that the Ministry of Research and 
Technology was prepairing such a report. The report has already been published. See Manidaki 
R., Dinopoulos H.. Cost and Characteristics of Conventional Technology Transfer to Greece 
1972-1978, August 1980. 
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2.2. Technological Level of the Country 

As mentioned in Chapter 1, the technological progress of a country 
cannot be examined independently of socioeconomic factors. It can be 
maintained, however, that the technological level of Greece is con
siderably lower than that of other countries where relatively similar 
geographic and socioeconomic factors prevail· Some data which support 
this argument are presented in Table 2.1 below. 

TABLE 2.1 

Indicators of Technological Advancement — Greece and Other Countries with Comparable 

Socioeconomic Conditions 

Number of industrial standards Number of licenses2 

Jugoslavia 9,439 Yugoslavia 692 

Spain 6,458 Spain 2,014 
Portugal 1,750 GREECE 326 
Turkey 3,698 
Bulgaria 12,817 
Rumania 11,120 
Israel1 1,355 
GREECE 289 
Sources: ISO. «Member Bodies», 4th Edition, 1982, UN, «Major Issues Arising from the 
Transfer of Technology to Developing Countries», 1975. 

Notes: 
1. Israel also uses many American and European standards. 
2. Data was not found for the remaining countries in the left column. 

We note that the number of industrial standards in Greece is sub
stantially lower than that of all neighbouring countries, a fact which ob
viously affects the quality of the produced goods. Internationally, the 
minimal acceptable number of standards, for an average level of in
dustrial development, is considered to be 4,000 - 6,000 standards2. 

The situation is similar as far as the number of licenses used by in
dustry is concerned. It should be noted, that even socialist Yugoslavia 

2. See Sander T.R.B., «The Aims and Principles of Standardisation», ISO, Geneva, 1972. 
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has concluded more than twice the Greek number of licensing agree
ments with foreign companies for manufacturing industrial products. 
Besides, if we take into account that in most of the countries appearing 
in the table, technological research is more advanced than in Greece, we 
have another indication which strengthens the opinion that the 
technological level of our country is comparatively lower. 

It should be noted, thai an effort was made to use other basic in
dicators such as expenditures for applied research per unit of industrial 
output and the proportion of researchers in the total of industrial 
workers. Unfortunately, however, the relative parameters are defined dif
ferently in each country so the available data from the countries of in
terest to us are not comparable with one another. 

2.3. Royalty Payments: Time Series Analysis 

One of the basic goals of post war economic policy was the develop
ment of a modern, technologically developed industrial sector. In all the 
Economic Development Plans, without exception, the basic policy goal 
was the development of the secondary sector of the economy and par
ticularly the technological development of manufacturing. The «Social 
and Economic Development Plan, 1978-1982» charts a more specific 
policy and sets more specialized goals. In accordance with that plan: 

«... the improvement of capital equipment is of prime importance 
coupled with the use of modern technology and management tech
niques. Almost all of our technology is imported from abroad 
because our capabilities in this area are relatively limited. However, 
it must be appropriately adapted to our conditions... Within this 
framework, joint ventures between Greek and foreign firms can be 
useful, as long as they contribute substantially to a more efficient 
utilization of foreign technology...».3 

The Plan also states that a significant problem in the manufacturing 
sector is the lack of local research and development plans (R & D in the 
manufacturing sector is underdeveloped) and the inability of industry to 
make full use of foreign technology: 

3. KEPE. «Economic and Social Development Plan 1978-1982, Preliminaries», page 26. 
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«... Foreign technology was imported initially through foreign sub
sidiaries and joint stock companies and by the importation of 
mechanical equipment. Foreign subsidiaries which were set up did 
not seek the vertical integration of production and, in most cases, 
their operation did not sufficiently contribute to the creation of 
Greek satellite units or to induce supplementary investments. Thus, 
the technological benefits from their presence remained limited. The 
importation of technology through licensing which has definite ad
vantages« was used only to a limited extent...».4 

The statistical data which exists, appear to support, at least quan
titatively, the generally prevailing view that the technological link of 
Greek industry with enterprises abroad is limited. Ih fact, from the data 
in Table 2.2, it is clear that royalty payments comprise, even in the most 
recent years, a small part of the inflow or outflow of business capital. 

The annual royalty expenditures, which could be considered as 
representing payments for the use of foreign technology, were about 
23.6 million dollars in 1979, while 19 years earlier they were approx
imately 1 million dollars. In other words the annual rate of increase was 
about 18%. Another typical feature of these expenditures is a steady up
ward trend without fluctuations, in contrast to other categories of inflow 
and outflow of business capital. The absolute level of payments for 
technology does not appear to create problems in the balance of pay
ments, because the payments represent a very small part (about 1.5%) 
of the total outflow of capital. Yet, this first impression is misleading as 
we will see below. 

In the previous chapter it was maintained that the level of economic 
development is one of the most important factors contributing to 
technological development. As the economic and industrial base of a 
country grows, its needs (quantitative and qualitative) for technology in
crease. In cases where the production of indigenous technology is low, 
the needs are satisfied by imported technology. Supposing that the level 
of industrial output is an indicator of industrial development and that 
the level of payments for technology is an indicator of technological 
development, then the rapid development of the industrial output must 
be closely correlated to the level of payments for technology. This view
point is verified by a glance at Diagram 2.1, which clearly depicts the 

4. KEPE, «Economic and Social Development Plan 1978-1982, Preliminaries», page 83. 
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TABLE 2.2 

Inflow and Outflow of Basic Categories of Business Capital 

(mil. Dollars) 

Year 

1960 
1 
2 
3 
4 
5 
6 
7 
8 
9 

1970 
1 
2 
3 
4 
5 
6 
7 
8 

(1) 

5.9 
7.3 
14.6 
28.9 
47.6 
72.2 
48.4 
32.5 
33.0 
25.8 
50.0 
42.4 
55.8 
61.6 
66.8 
24.3 
11.2 
24.2 
17.9 

(2) 

10.1 
11.3 
13.0 
16.2 
10.3 
19.1 
21.7 
30.4 
31.9 
71.0 
114.6 
74.8 
68.7 
99.8 
114.6 
177.6 
214.6 
264.6 
310.9 

(3) 

0.2 
0.6 
0.4 
0.5 
1.9 
1.6 
1.9 
8.7 
10.2 
21.7 
24.4 
24.1 
25.8 
21.3 

•29.1 
39.5 
25.8 
25.8 
21.5 

(4) 

20.0 
3.4 
3.1 
2.6 
2.6 
4.1 
3.5 
0.4 
5.6 
11.5 
7.2 
14.4 
23.6 
67.9 
44.9 
50.7 
25.9 
30.5 
24.3 

(5) 

3.5 
6.9 
7.0 
6.6 
8.1 
12.3 
17.6 
23.5 
28.2 
37.1 
52.6 
34.9 
34.1 
34.5 
47.1 
45.9 
33.8 
49.2 

33.3 

(6) 

0.4 
0.4 
0.7 
1.1 
0.9 
0.8 
0.9 
1.3 
2.6 
1.9 
3.2 
5.3 
6.1 
14.1 
11.4 
12.8 
40.1 
28.7 
33.5 

(7) 

0.84 
1.01 
1.23 
1.33 
1.41 
1.45 
2.60 
2.52 
3.18 
4.06 
5.17 
6.60 
8.41 
10.89 
11.68 
12.88 
14.15 
17.77 
19.37 

(8) 

-8.9 
6.3 
15.2 
33.0 
43.0 
74.0 
43.6 
26.5 
15.1 
20.6 
72.0 
31.9 
26.5 
12.7 
37.2 
40.1 
86.0 
136.8 
202.8 

Sources: Columns 1-6 from Bank of Greece, «Bulletin of External Payments of Greece», various 
years. Column 7 from UN, «Major Issues Arising from the Transfer of Technology to Develop
ing Countries», NY. 1975 and UN, «Economic Bulletin for Europe», Vol. 23, No. 2, NY, 1972, 
as well as data collected by KEPE. The data for 1968-71 in column 7 have been estimated by 
KEPE, because the actual data for that time period are unknown. 

Notes: 
1. Inflow of foreign capital under Law 2687/53. 
2. Inflow of other business capital (e.g. transport, mining etc.). 
3. Outflow of amortization for capital imported under Law 2687/53. 
4. Outflow of amortization of other enterprises. 
5. Outflow of interest (from 1970 and after the data refer to interest on imported business 

capital). 
6. Outflow of dividends - profits. 
7. Outflow for royalty payments. Total expenditures for royalties amounted to $ 23.56 mil. in 

1979 and $ 26.72 mil. in 1980. 
8. Balance of capital movement, i.e. total inflow minus total outflow. 
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parallel movement of industrial output and payments for technology. 
There is also a different way of showing the close connection be

tween the level of industrial development and payments for technology. 
This is done with the help of a very simple econometric model as for ex
ample: 

( l )T = f(Y) or (2)T = f(t) 
where Τ = annual level of royalty payments 

Y = the annual level of manufacturing product and 
t = time trend 

The specific mathematical formula for the above model, based on 
the data from Diagram 2.1, can be described with an exponential or 
linear function. The formula which was preferred for empirically defining 
the model was: 

(1) T = a + bY 
(2) Τ = ck* 

where a, b, c, k are parameters and t = time trend 
and the estimated results were: 

(1) Τ = -0.6556 +0.1142Y 72 = 0.981 
(0.289) (0.003) 

(2) log Τ - -log 0.2667 + t · log 0.0805 Y r2 = 0.987 
(10.025) (10.002) 

(numbers in brackets are the standard errors) 

As it appears from the above results, in both cases the parameters 
are statistically significant on a level lower than 1% and the correlation 
coefficient is particularly high. The conclusion is that the two models ex
plain satisfactorily the changes in the payments for technology. This is 
natural, especially with regard to the model (1), given that royalties are 
usually accounted for as a percentage of sales, a size which is closely 
correlated to the manufactured product. 

The permanent problem with most models is that they cannot deter
mine «cause» and «effect» relationships. It could be maintained, in other 
words, that the level of output depends on the level of payments for 
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technology, i.e. Y = f (Τ), and not the opposite as was our hypothesis, 
i.e. Τ = f (Y). In reality of course Y and Τ are dependent on one 
another. It should be noted, however, that in this particular case, this 
does not create a problem, firstly because what we want to show is the 
close correlation between Y and Τ and not a causal relationship and 
secondly because, in the case of our country, where all the technology is 
imported, the variable Τ constitutes, in a certain way, an exogenous 
variable in the given economic system and consequently its use as an in
dependent variable is justified. 

2.4. Royalty Payments: Branch Analysis 

The analytical data which KEPE has at its disposal are at enterprise 
level and cover the period 1972-78.5 

The data refer to enterprises manufacturing in Greece under license 
and paying royalties to companies abroad. Given that the basic charac
teristics of the data remain constant during the time period which we are 
examining (1972-1978), the following analysis will be based on the 
aggregate data of that period and not on annual figures. Naturally, it 
should be understood that in the cases where the annual figures are 
necessary for the purposes of the study, our analysis will have as a 
reference point the annual statistics. 

2.4.1. Analysis by Industrial Branch 

During the seven year period 1972-1978, the royalty payments from 
various companies which are established in Greece totalled 95.2 million 
dollars. 93% of the payments were made by manufacturing enterprises 
and are related to the industrial use of foreign patents and trademarks. 
The remaining 7% of the payments were made by non-manufacturing 
enterprises (mining companies, service companies etc.) mainly for the 
use of foreign trademarks or consultants and studies. 

During the seven year period 1972-1978 the distribution of royalty 
payments by branch remained almost unchanged. The only significant 

5. The royalty figures 1972-1978 were coded in the 3 digit industrial branch ISIC system, by 
recipient country, by licensor and licensee company and a data bank was created with 5,000 
computer punch cards. A special program was written for classifying and analysing the data. 
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TABLE 2.3 

Royalty Payments: 1972-1978 Period 
(Aggregate Data) 

Branch 

20. Food 
21. Beverage 
22. Tobacco 
23. Textile 
24. Footwear - clothing 
25. Wood - Cork 
26. Furniture 
27. Paper 
28. Printing - publications 
29. Leather - furs 
30. Plastics - rubber 
31. Chemical 
32. Oil processing 
33. Non-metallic minerals 
34. Basic metals 
35. Metal products 
36. Non-electrical machinery 
37. Electrical machinery, appliances 
38. Transportation equipment 
39. Other industries 
40. Non-manufacturing branches 

Total 

Number 
of 

firms 

15 
12 
3 

24 
31 

2 
8 

10 
3 
2 

25 
106 

1 
20 

6 
45 
25 
66 

8 
10 
9 

431 

% 

3.48 
2.78 
0.70 
5.57 
7.19 
0.50 
1.86 
2.32 
0.70 
0.50 
5.80 

24.59 
0.20 
4.64 
1.39 

10.42 
5.80 

15.31 
1.86 
2.32 
2.07 

100.00 

Payments 
in 

$1000 

2,702.7 
1,020.9 

552.5 
1,249.9 
7,196.3 

200.7 
179.9 
466.9 

1,007.6 
459.5 

7,842.0 
33,546.8 

82.5 
8,925.9 
1,209.2 
5,233.3 

954.1 
13,801.9 

410.1 
1.592.7 
6,566.6 

95,202.4 

% 

2.84 
1.07 
0.58 
1.31 
7.56 
0.21 
0.19 
0.49 
1.06 
0.48 
8.24 

35.23 
0.09 
9.37 
1.27 
5.49 
1.00 

14.50 
0.43 
1.67 
6.89 

100.00 

Number 
of 

Agree
ments 

16 
17 
4 

26 
38 

2 
11 
11 
3 
2 

34 
222 

1 
32 

8 
58 
33 
77 

9 
11 
9 

624 

% 

2.6 
2.7 
0.6 
4.2 
6.1 
0.3 
1.8 
1.8 
0.5 
0.3 
5.4 

35.6 
0.1 
5.1 
1.3 
9.3 
5.3 

12.3 
1.4 
1.8 
1.4 

100.0 

Source: Bank of Greece data, processed by KEPE. 

Note: See Appendix 2 for further elaboration of the share of small and medium size enterprises 
in royalty payments. 
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change, which does not however appear to correlate with changes of a 
structural nature, was a relative reduction of royalties of chemical 
manufacturers (branch 31) and a relative increase in royalties of 
processed foods (branch 20) and non-metallic minerals (branch 33). 

Table 2.3 shows the absolute and relative payment figures for the 
period 1972-1978.6 From these figures it is clear that the degree of 
technological linkage in manufacturing varies significantly from branch 
to branch. In branches such as wood and cork, furniture, transportation, 
non electrical machinery and equipment the technological links with 
companies abroad seem to be particularly low, while the technological 
links of branches as e.g., chemical products, electrical machinery and e-
quipment appear quite high.7 

Table 2.3 does not give, however, an accurate picture of the 
«technological specialization» in the various manufacturing branches, 
where this specialization is expressed as the relationship of royalty pay
ments of one branch to the total sum of royalty payments. This occurs 
because in each manufacturing branch there is a different number of 
manufacturing units which offer their products at different prices. If the 
technological specialization of a branch (as expressed by royalty 
payments) is measured by the branch's share of total royalty payments, 
it is assumed that all branches have the same number of units and that 
the unit price is the same in each branch. These assumptions are not, of 
course, realistic. 

A unit for measuring the technological specialization of the various 
manufacturing branches can be provided by the indicator D{ = A,/B,, 
where A, = v/N and Β, = μ/Μ, and where: 
ν = number of manufacturing units under licensing in each branch, 
μ = total number of units in each branch, 
Ν = total number of units under license, 
M = total number of units. 

6. In Appendix 1 there is a complete analysis in 3 digit branch code for 1978 and for the 
period 1972-1978. 

7. It should be noted that high royalty payments by one branch does not necessarily mean a 
strong sectoral tie to the sources of technology, and vice versa. However, from our rnalytical 
data it emerges, as a rule, that in branches with high royalty payments, a large number of the 
enterprises have significant technological ties with companies abroad. The question as to whether 
these strong technological ties are manifested in the substantial technological development of the 
branch, will be examined in Chapters 3 and 4. 
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The indicator D, can be calculated for each manufacturing branch, 
but the basic disadvantage is that it does not take into consideration the 
aggregate sales of the branch. Alternatively, indicator D 2 = A 2 / B 2 may 
constitute a unit of measure for technological specialization, where A 2 = 
W/P and B 2 = η/Η and where: 
W = level of royalties in each branch, 
η = level of sales in each branch, 
Ρ = grand total of royalty payments, 
Η = total sales of manufacturing units. 

Indicator D 2 is more representative than indicator D , , because it 
correlates royalties with sales,8 but it has the disadvantage of not taking 
into account the number of units in each branch. 

From the preceding analysis it emerges that a representative unit of 
measure for the technological specialization of manufacturing branches 
must correlate at least three factors: level of royalties, number of 
manufacturing units and aggregate sales. Indicator D 3 combines the 
above three elements and is shown in the equation: 

D 3 = A3/B3, where A 3 = Σ α - · β y and B 3 = Σλ^· · μ^ 

and 

ΣΓ;; Λ Σν- Σλ:.· Σμ ι ; 

« ϋ = - ^ - β ϋ = - ^ λ Η = _ £ - μ«= " ,J ΣΚ}

 r i J
 Σ Ν Ϊ

 ,J ZAj IJ ZMj 

where: 
Tjj = p a y m e n t s for royalt ies of i units in b r a n c h j , 
Rj = royalty payments of all units in all branches, 
ν- = number of i units with royalties in branch j , 
Nj = total number of units with royalties in all branches, 
λ- = sales of i units in branch j , 
Aj = sales of all the units in al. branches, 
μ y = number of i units in branch j , 
Mj = number of all the units in all branches. 

Indicator D 3 , as shown also by its components, is in reality an 

8. In the vast majority of cases, royalty payments are calculated as a percentage of the value 

of sales which have been produced under license. 
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average estimate of the level of royalties and of the number of units un
der license in relation to the level of sales and the total number of units 
in each manufacturing branch. The average value of D3 for each 
manufacturing branch (but also for the total of manufacturing) is D3 = 
1. Consequently, values of D3 = 1 indicate technological specialization 
of the specific branch, while values of D3 < 1 indicate technological 
retardation of the branch. It is understood of course that the higher (or 
lower) is the value of D3 for a specific manufacturing branch, the higher 
(or lower) is its level of technological specialization.9 

The results of the calculations for indicators D p D2 and D3 appear 
in Table 2.4. The same Table (column 2) shows the sectoral (percentage) 
distribution of royalties. All the calculations refer to a specific repre
sentative year, 1977, and not to the whole period 1972-1978. 

The juxtaposition of indicators D,, D2 and D3, as well as their com
parison with the percentage distribution of royalty expenditures, leads us 
to the following conclusions: 
a. If we take as a base indicator for the degree of technological 

specialization the distribution (percentage) per branch of royalty pay
ments, it follows that we will arrive at mistaken conclusions (e.g. 
branch 20). One arrives at the same conclusion, using D, as a base 
indicator (e.g. branches 21, 22 etc.). 

b. Indicators D2 and D3 do not appear to have significant differences, 
as their correlation coefficient is particularly high. The differences 
which exist between them are mainly differences of degree (e.g. 
branches 31 and 37). Generally speaking, however, indicator D3 gives 
a more reliable indication of the degree of technological specializa
tion. 

c. The four most technologically specialized branches in manufacturing 
are chemicals, electrical machinery and appliances, plastics - rubber 
and metal products, while the 4 least technologically specialized 

9. It must be noted however that, in reality, indicator D, expresses the technological 
«linkage» with foreign companies and not «specialization» of Greek manufacturing. That occurs 
because there is no domestic production of technology and, consequently, all the expenditures 
concern the purchase of foreign technology. This indicator would show the actual technological 
specialization of Greek manufacturing if there were expenditures for the production of indigenous 
technology and if it correlated these expenditures, as well as the expenditures for imported 
technology, with aggregate sales and the number of manufacturing units. But because in the 
specific case there are no expenditures for indigenous technology (or they are insignificant), it is 
meaningless to talk about technological specialization. The correct term is technological linkage. 
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branches are wood-cork, transportation equipment, textiles and food 
stuffs. 
The general conclusion from the above analysis, is that certain 

branches of manufacturing have a higher level of technological 
specialization than others. The immediate question which emerges from 
that conclusion is to what extent the technological specialization is real 
and not merely the result of the use of certain statistical data related to 
royalty payments. This question will be dealt with in Chapters 3 and 4. 

2.4.2. Analysis by Country 

The distribution of royalty payments by country appears in Table 
2.5. The Table shows that about 50% of licensing fees owed by Greek 
manufacturing enterprises are paid to the European Community coun
tries, 30% to the U.S.A. and about 18% to Switzerland. In other words, 
almost all technology purchased by Greek manufacturing enterprises is 
from three sources: USA, Switzerland and the European Community. 

The relative importance of each one of these sources, as a 
technology supplier for Greek manufacturing companies,10 differs 
significantly. From Table 2.5, it appears that about 83% of the 
technology needs of Greek manufacturing enterprises are covered by 5 
countries (USA, Switzerland, Western Germany, France and Italy), 
which are classified among the most highly developed in technology. 
The case of Japan is striking, because it appears as a marginal 
technology supplier for Greek manufacturing companies even in the 
branches of electrical and electronic machinery and appliances. This fact 
is probably not unrelated to the more general European protectionist ap
proach to the corresponding Japanese products. 

Table 2.5 also shows the significant predominance of American com
panies, compared to enterprises from other countries, as technology sup
pliers for Greek manufacturing: American companies receive about 30% 
of the total royalty payments. Also it must be kept in mind that many 

10. The term «Greek Manufacturing Enterprises» refers to all the manufacturing units in 
Greece, regardless as to whether they are controlled by foreign capital. In cases where such a 
distinction is necessary, the enterprises controlled by Greek business capital will be called 
«national enterprises», whereas enterprises controlled by foreign capital will be called «foreign en
terprises». 
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TABLE 2.4 

Relative Technological Specialization of the Manufacturing Sector 
Year 1977 

Branch 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Percentage distri
bution of Royalty 

Payments 

7.41 
0.79 
0.76 
1.45 
4.46 
0.13 
0.32 
0.58 
1.81 
0.60 
8.04 

34.42 

11.35 
2.51 

11.19 
0.54 

11.48 
0.34 
1.79 

D, 

0.253 
1.247 
2.734 
0.358 
0.928 
0.259 
0.862 
1.133 
0.158 
0.697 
1.010 
2.672 

0.676 
2.538 
1.336 
1.322 
2.606 
0.529 
0.795 

D2 

0.548 
0.242 
0.571 
0.101 
1.467 
0.062 
0.428 
0.250 
1.200 
1.200 
2.531 
3.464 

1.637 
0.388 
1.836 
0.357 
2.786 
0.055 
0.782 

D, 

0.136 
0.242 
0.153 
0.035 
1.334 
0.017 
0.362 
0.278 
0.187 
0.882 
2.512 
9.070 

1.085 
0.963 
2.401 
0.462 
7.108 
0.029 
0.609 

Note: Data processed by KEPE. The data for the total number of companies and sales for each 
manufacturing branch were taken from ICAP. 1979. 

American companies, which are located in Europe, appear as European 
companies" in the data on Table 2.5, so it is reasonable to assume that 
the data underestimate the relative importance of A.nerican companies. 
This is particularly the case with Switzerland, because many American 
multinational firms are located there. A rough réévaluation of the 
relative data raised the percentage share of the USA from 29.4% (see 
Table 2.5) το 37.8%. 

11. That happens because the criterion for classifying a technology supplier enterprise in a 
particular country was the country where the enterprise is located, irrespective as to whether the 
enterprise was nationally associated with the country or not. 
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TABLE 2.5 

Distribution of Royalties by Country of Origin 
1972 1978 Period 

(Aggregate data in thousands of U.S. Dollars) 

Country 

EEC 
Belgium-Luxembourg 
Denmark 
United Kingdom 
France 
Western Germany 
Holland 
Italy 
U.S.A. 
Switzerland 
Japan 
Sweden 
Spain 
Austria 
Various countries 

Total 

Number of 
Entf 

20 
5 

62 
90 

100 
11 
56 

uprises' 

344 

95 
81 

5 
7 
4 
8 

18 

5622 

°/< 

3.55 
0.89 

11.03 
16.01 
17.80 

1.96 
9.97 

) 

61.21 

16.90 
14.41 
0.89 
1.24 
0.71 
1.42 
3.22 

100.00 

Royalty 
Payments 

1,694.7 
165.7 

6,380.9 
9,189.6 

16,469.8 
4,700.5 
8.148.9 

46,750.1 

27.947.0 
17,113.8 

544.1 
697.1 
752.6 
269.0 

1,128.7 

95,202.4 

% 

1.78 
0.17 
6.70 
9.65 

17.30 
4.94 
8.56 

49.10 

29.36 
17.98 
0.57 
0.73 
0.79 
0.28 
1.19 

100.00 

Source: KEPE. elaboration of Bank of Greece data. 

Notes: 
1. Number of foreign companies which have licensing agreements with companies established in 

Greece. 
2. In reality, the total number of companies is a little smaller because, in certain cases, the same 

company appears in 2 different countries in the Table, because in 2 different years she 
declared 2 different countries of origin. 
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2.4.3. Analysis by Country and Industrial Branch 

In addition to the analysis of royalty payments by country, it is 
worthwhile also to examine these payments by country and by produc
tion branch. It is of interest to investigate whether certain Greek 
manufacturing branches acquire most of their technology from specific 
countries. 

Data presented in Table 2.6 show that for each country, most of the 

TABLE 2.6 

Percentage Distribution of Royalties by 
Country and Manufacturing Branch 

1972 78 Period 

Branch 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Total 

USA 

0.1 
0.1 
2.2 
1.2 
4.6 
0.0 
0.0 
1.4 
1.6 
0.0 

12.5 
55.9 

0.0 
9.8 
0.2 
3.2 
0.5 
6.7 
0.0 
0.0 

100.0 

Switzer
land 

10.4 
0.3 
0.4 
1.6 

21.5 
1.1 
0.3 
0.0 
0.1 
0.0 
0.0 

46.2 
0.0 

10.1 
0.0 
6.1 
0.5 
1.1 
0.0 
0.3 

100.0 

West 
Germany 

0.2 
2.1 
0.1 
1.0 

11.5 
0.0 
0.6 
0.4 
0.0 
0.0 
4.4 

20.4 
0.0 
4.9 
2.8 
2.9 
1.9 

45.2 
1.2 
0.4 

100.0 

France 

0.5 
0.1 
0.0 
1.0 
4.5 
0.0 
0.0 
0.0 
0.0 
0.0 
0.1 

52.4 
0.0 

16.2 
2.4 

16.3 
1.3 
5.3 
0.0 
0.0 

100.0 

Italy 

0.1 
2.2 
0.0 
0.1 
2.3 
0.0 
0.0 
0.0 
0.0 
0.0 

37.9 
18.2 
0.0 

23.4 
0.0 
0.0 
1.0 

14.6 
0.1 
0.1 

100.0 

United 
Kingdom 

6.0 
2.0 
0.0 
3.1 
0.0 
0.0 
0.1 
1.0 
9.9 
0.7 

17.4 
7.3 
1.3 
8.9 
0.0 

19.3 
0.5 
0.9 
0.6 

21.0 

100.0 

All 
countries 

3.0 
1.1 
0.6 
1.5 
8.1 
0.2 
0.2 
0.5 
1.2 
0.5 
8.8 

37.9 
0.1 

10.1 
1.4 
5.9 
1.1 

15.6 
0.4 
1.8 

100.0 

Source: K.EPE, elaboration of Bank of Greece data. 
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royalty payments concern two or three manufacturing branches. This 
might mean that a particular technology supplier country has some 
comparative advantage in the technological development of the 
corresponding branch. Another common feature which emerges from the 
data in Table 2.6 is (with the exception of Italy and the United King
dom) the relatively large share of the chemical branch (branch 31) in 
total payments. 

More specifically, the data in Table 2.6 show that there are signifi
cant differences in the type of* technology purchased, depending on the 
supplier country. Thus: 
a. in the case of the USA, 68.4% of the technology was purchased by 

two branches (30 and 31), 
b. in the case of Switzerland, 77.8% of the technology was purchased 

by three branches (24, 31 and 33), 
c. in the case of Western Germany, 77.1% of the technology was 

purchased by three branches (24, 31 and 37), 
d. in the case of France, 84.9% of the technology was purchased by 

three branches (31, 33 and 35), 
e. in the case of Italy, 94.1% of the technology was purchased by four 

branches (30, 31, 33 and 37), and, 
f. in the case of the United Kingdom, 57.2% of the technology was 

purchased by four branches (28, 30, 33 and 39). 
In other words, Greek manufacturing enterprises prefer to purchase 

their technology from certain countries: 
— branch 31 (chemicals) from the U.S.A., Switzerland and France, 
— branch 30 (rubber — plastics) from Italy, United Kingdom, U.S.A., 
— branch 33 (non-metallic minerals) from Italy, France, Switzerland, 
— branch 35 (metal products) from U.K. and France, 
— branch 37 (electrical machinery — appliances) from Western Ger

many, U.S.A. and Italy, 
— branch 24 (shoes, ready-made clothing) from Switzerland, Western 

Germany and U.S.A. 
It should be noted however, to avoid creating wrong impressions, 

that there are great dissimilarities from branch to branch in the supply 
of technology. As it is also clear from the analysis of royalties by 3-
digit-code (see Appendix 1), although the chemical branch appears 
(Table 2.6) to be the most strongly connected with technology sources 
abroad, in reality most of the royalties concern the subbranches of 
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cosmetics, pharmaceuticals and detergents whilst only a very small part 
concerns industrial chemical products. 

2.4.4. «Traditional» and «Modern» Branches 

As mentioned before, certain manufacturing branches have close 
links with technology sources abroad. Because one of the fundamental 
problems of manufacturing is its technological development, it is of basic 
importance to examine to what extent this close linkage concerns 
technologically advanced branches. 

The distinction which is made between «traditional» and «modern» 
branches in manufacturing is somewhat arbitrary, because there are no 
definite criteria for such a delimitation. This is particularly true for 
developing countries, because they are mainly consumers and not 
producers of technology. Applying a fixed methodology on this sub
ject,12 we consider technologically developed branches those which: 
(a) require high research and development expenditures in relation to the 

value of the product, 
(b) undergo a relatively rapid technological change and an increased 

capacity to create new products and 
(c) their production requires specialized methods. 

Traditional branches are considered those which: 
(a) usually produce «old» products, 
(b) require relatively simple technology which is not rapidly outdated 

and 
(c) use standard and widely known production methods. 

Between these two categories of branches, i.e. traditional and 
modern, there is a third category, called «other» branches, which share 

12. See, e.g. UN. «Major Issues Arising from the Transfer of Technology to Developing 
Countries», NY, 1975, Gruber - Nehta - Vernon, «The R and D Factor in International 
Trade», Journal of Political Economy, Feb. 1967, OECD, «Gaps in Technology: Analytical 
Report». Paris, 1970 etc. Similar methodology is applied by OECD to determine Greek exports 
with high technology content. See OECD, «Economic Survey of Greece», July. 1978. 
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characteristics from both the first and second categories and for this 

reason are classified separately.13 

On the basis of the above analysis, the manufacturing branches can 

be classified as follows: 

TABLE 2.7 

Basic Categories of Manufacturing Branches 
1972-78 Period 

(payments in thousands of U.S. Dollars) 

Branch Category 

Modern branches 
Traditional branches 
Other branches 

Total 

Number of 
Enterprises 

110 
175 
137 

422 

% 

26.1 
41.5 
32.4 

100.0 

Royalty 
Payments 

21,184.0 
29,161.2 
38,290.8 

88,636.0 

% 

23.9 
32.9 
43.2 

100.0 

Source: Κ EPE. processing of data issued by the Bank of Greece. 

The data presented in Table 2.7, clearly show that only about 1/4 of 
the royalty payments concern technologically modern branches, whereas 
about 1/3 were made by traditional branches. Also, a large portion of 
royalty payments made by the «other» branches category could be 
classified as payments from traditional branches (especially the pay
ments from the subbranches of pharmaceutics, cosmetics and detergents 
which comprise 68% of total royalties paid by «other» branches). 

13. In accordance with U.N. classification modem sectors include: oil refineries, 
petrochemicals, basic chemicals, precision instruments, electrical and non-electrical machinery, 
auto manufacturing, railway equipment, ship building, industrial chemicals and explosives. 
Traditional sectors include: food, beverages, tobacco, textiles, ready-made clothing and footwear, 
leather, wood, cork, paper, printing-publications, non-metallic minerals, metal products. «Other» 
sectors include: cosmetics, pharmaceuticals, ferrous and non-ferrous metals, other industres, 
plastics, rubber, paints, varnish, soap etc. 
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The general conclusion is that, in spite of the relatively high linkage 
of certain manufacturing branches with foreign sources of technology, 
this linkage concerns branches which, for the most part, are 
technologically underdeveloped. This conclusion is strenghtened even 
further, if one takes into consideration that even in the category of 
technologically modern branches, one branch, that of electrical 
machinery and appliances, represents by itself 65% of the total pay
ments in this category and that in the case of this branch, royalty pay
ments, for the most part, are for assembling products and using foreign 
trademarks, rather than for the production of high technology goods. 

It should also be noted that, because a large portion of royalties con
cern traditional branches where the production technology is simple, 
standard and often not patented, it might be possible, in many cases, for 
the local manufacturing units to significantly reduce their technological 
dependence without a major effort. A policy in this direction (promoting 
medium technology to substitute the corresponding imported technology) 
might yield more significant results than the ambitious proposals for the 
development of high technology, because it is more within the 
capabilities of the Greek economy. 

2.5. Some Structural Characteristics of Royalty Payments 

The analytical data on royalties allows the study of various other 
issues which are useful and necessary for our analysis. In this section, 
we will examine the degree of concentration, the type and number of 
licensing agreements and the presence of foreign capital in enterprises 
having technological cooperations with foreign firms. 

2.5.1. Level and Concentration of Royalties 

The level of royalty payments and their degree of concentration are 
factors which provide ample information on the structure of royalties. 
For instance, it is of interest to know whether royalty payments are dis
tributed evenly among the enterprises which cooperate technologically 
with foreign companies, or a small number of enterprises monopolize 
most of the technology transfers. The relevant data given in Table 2.8 
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TABLE 2.8 

Royalty Payments Classified by Size: 
1972-1978 Period 

(Aggregate figures in thousands of U.S. Dollars) 

Royalty Payments Royalty Receipts 

Size in 
(U.S. Dollars) 

1- 99,999 

100,000-199,999 

200,000-299,999 

300,000-399,999 
400,000-499,999 
500,000-999,999 

1,000,000 and over 

Total 

Number of 
Greek 

Enter

prises 

240 

47 
17 

8 
18 
21 

25 

3761 

% 

63.8 

12.5 
4.5 
2.1 

4.8 
5.6 
6.7 

100.0 

Pay
ments 

6,480.2 

6,979.8 

4,276.0 

2,982.8 
8,011.7 

14,743.0 

51,728.9 

95,202.4 

% 

6.8 

7.3 

4.5 

3.1 
8.4 

15.5 
54.4 

100.0 

Number of 
foreign 

Enter

prises 

390 

49 

20 
14 

19 
19 
22 

5332 

% 

73.2 

9.2 

3.8 
2.6 

3.5 

3.5 
4.2 

100.0 

Re 
ceipts 

8,677.9 

7,145.1 
4,803.3 

4,924.9 
8,571.3 

12,718.6 
48,361.3 

95,202.4 

% 

9.2 

7.5 

5.0 
5.2 

9.0 
13.3 

50.8 

100.0 

Source: Data processed by Κ EPE. 

Notes: 
1. The number of Greek companies in Table 2.8 (376) differs from the number of enterprises in 

Table 2.3 (431), because in Table 2.3 enterprises which pay royalties to more than one 
branch or subbranch were counted twice, whereas in Table 2.8 each enterprise was only 
counted once, whether it received royalties from more than one branch or subbranch or not. 

2. The number of foreign enterprises in Table 2.8 (533) differs from the number of enterprises in 
Table 2.5 (562) for the same reasons which were given above. In other words, although in 
Table 2.5 a foreign company is counted separately each time it shows activity in more than 
one branch or subbranch, in Table 2.8 a foreign enterprise is counted only once, regadless as 
to whether it shows activity in one or more than one branch or subbranch. 

show that a total of 376 enterprises established in Greece (367 industrial 
and 9 non-industrial) have technological relationships with 533 foreign 
companies (525 industrial and 8 non-industrial). The data also show that 
about 64% of the enterprises with licensing agreements paid only 7% of 
total payments for technology and that 73% of the foreign companies 
which supply technology to Greek enterprises received only 9% of 
royalties. 

Table 2.8 highlights the unequal distribution among enterprises of 
payments (receipts) for technology. We notice, therefore, that 25 enter-
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prises established in Greece, i.e. 6.7% of the total number of enterprises 
with licensing agreements (LA), corresponds to 54.4% of total royalty 
payments. Accordingly, 22 foreign enterprises, i.e. 4.2% of the enter
prises which provide technology to Greek companies, receive 50.8% of 
the total payments for technology (the degree of unequal distribution ap
pears schematically in Diagram 2.2). 

From the analysis of the above data it can be generally concluded, 
despite former indications to the contrary, that the close technological 
links between Greek and foreign enterprises are on an enterprise level 
rather than on a branch level. The data show that even though certain 
branches appear to have close ties with technology sources abroad, what 
is actually happening is that a few units within the branch (usually one 
or two) have close ties with a small number of foreign, technologically 
advanced, units and not the branch as a whole.14 It is doubtful, 
therefore, whether technology imported by larger companies is adequate
ly diffused to a wider spectrum of firms. (See also par. 2.5.3 and 4.3.1). 

2.5.2. Critical Review of Licensing Agreements 

We have not yet analysed the number and the nature of licensing 
agreements. It is of interest to investigate whether Greek manufacturing 
enterprises (GME) have signed one or more licensing agreements (LA) 
with corresponding foreign enterprises. 

A large number of LA per GME means, among other things, a 
lesser degree of dependence of the GME on each technology supplier 
and, in most circumstances, a larger number of products. 

Accordingly, a small number of agreements per GME means greater 
dependence on the particular technology supplier and probably fewer 
products made with foreign patents. 

The data in 'Table 2.9 show that about 78% of the GME have made 
only one LA. about 15% made 2 LA's and about 7% made 3 or more 
LA's with corresponding foreign enterprises. During the 1972-78 period, 
a total of 376 GME15 signed 624 LA with foreign enterprises. 

The large number of licensing agreements (35.6% of total) signed by 

14. This conclusion is strengthened by adding that the 25 enterprises of Table 2.7 with royal
ty payments higher than $ 1,000.000 are concentrated in nine different manufacturing branches. 

15. See note I of table 2.7. 
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Diagram 2.2 
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Percentage of ^Q.Q 

Greek licensees 

Percentage of 1 0 0 
foreign licensors 

904 

1 0 2 0 3 0 4Ό £θ 60 70 βΌ * Ό ·/. 

Percentage of royalty payments • 

"TS 2Ό 3 0 4Ό 60 6 0 70 ft'O 9 0 100 «fc 

Percentage of royalty payments 1 • 

67 



TABLE 2.9 

Number of Enterprises and Number of Licensing Agreements (L.A.) 
per Enterprise 1972-1978 Period 

Number of enterprises with Total Total 
Branch number % number of % 

1 2 3 4 5 6 and of L.A. , enterprises 
L.A. over L.A. 

16 

17 

4 

26 

38 

2 

11 

11 

3 

2 

34 

222 

1 

32 

8 

58 

33 

77 

9 

11 

9 

2.6 

2.7 

0.6 

4.2 

6.1 

0.3 

1.8 

1.8 

0.5 

0.3 

5.4 

35.6 

0.1 

5.1 

1.3 

9.3 

5.3 

12.3 

1.4 

1.8 

1.4 

15 

12 

3 

24 

31 

2 

8 

10 

3 

2 

25 

106 

1 

20 

6 

45 

25 

66 

8 

10 

9 

3.5 

2.8 

0.7 

5.6 

7.2 

0.5 

1.9 

2.3 

0.7 

0.5 

5.8 

24.6 

0.2 

4.6 

1.4 

10.4 

5.8 

15.3 

1.9 

2.3 

2.0 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

14 

7 

2 

22 

24 

2 

7 

9 

3 

2 

21 

66 

1 

10 

4 

37 

20 

59 

7 

9 

9 

1 

5 

1 

2 

7 

-
— 
1 

— 
— 
3 

17 

— 
9 

2 

6 

3 

4 

1 

1 

— 

-
-
— 
— 
-
-
-
— 
— 
-
— 
8 

— 
— 
-
1 

1 

2 

— 
-
-

— 
— 
— 
— 
— 
1 

— 
— 
-
-
— 
4 

— 
1 

-
— 
1 

1 

— 
-
— 

Total 335 65 12 8 3 10 624 100.0 431 100.0 

Source: Κ EPE, elaboration of data issued by the Bank of Greece. 
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the chemical industry (branch 31) is initially striking. However, it is not 
at all strange, considering the fact that 24.6% of the enterprises with 
LA's are in the chemicals branch. In order to avoid creating wrong im
pressions, it should be emphasized again that the large majority of LA's 
made by the chemical companies concern the production of phar
maceutics, cosmetics and detergents and not industrial chemicals. 

The general conclusion from the analysis of the number of licensing 
agreements is that the vast majority (93%) of the GME have made one 
or two LA's with foreign firms. 

In branches where production technology is more specialized 
(engineering branches), the number of enterprises that have technological 
links with foreign companies is significant. However, even in this case, 
the average number of LA's per GME is lower than (or equal to) the 
average for the total of manufacturing. 

2.5.3. Licensing and Foreign Investment in Greece 

In a previous part of this study, (see Chapter I), we maintained the 
viewpoint, that the international transfer of technology is usually an 
intra-company issue, that is, a transfer between parent and subsidiary 
multinational enterprises. In this case, the subsidiaries that are usually 
established in a country through direct foreign investment are the most 
technologically developed units and are considered to be those that con
tribute most to the transfer of technology. Naturally, as it has already 
been stressed, transfer and dispersion of technology are two completely 
different things. When the main carrier of technology transfers are the 
subsidiaries of large foreign multinational corporations, a fear is usually 
expressed, that the branches of national economy with the largest poten
tial for technological development, come under foreign control and the 
transferred technology still remains within the company, with limiting 
results for the technological development of the national economy. In 
many cases, this fear is justified. However, the degree of superiority of 
the foreign companies in economic terms is a function of the degree of 
technological retardation of national enterprises, and consequently, im
provement in the technological level of the latter, restricts accordingly 
the technological superiority of the former. In other words, a realistic 
policy for technological development should aim mainly at rising the 
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technological level of national enterprises rather than attracting foreign 
technologically advanced units to establish themselves in the country. 

The preceding brief analysis leads to the following question: What is 
the relative participation of national and of foreign enterprises in the 
total of enterprises that have technological links with foreign countries? 
The relative data are given in Table 2.10, where we present on one hand 
the number of enterprises according to the participation of foreign 
capital and, on the other hand, the royalty payments corresponding to 
these enterprises.16 The table also shows that in 109 enterprises (out of a 
total of 431 licensee firms) there is a significant presence of foreign 
capital. To these enterprises corresponds approximately 68% of total 
royalty payments. The same table also shows that, while foreign sub
sidiaries (foreign participation more than 50%) constitute only about 
19% of the total of enterprises, they make about 57% of royalty pay
ments. The above data leave no doubt that usually the transfer of 
technology is made through foreign subsidiaries. This is also confirmed 
by the fact that about 2/3 of royalties are granted through decisions of 
the Ministry of Coordination (see also paragr. 5.2.3 below). Naturally, 
there are exceptions, such as the fact that in branches 23, 36 and to a 
great extent, in branches 24, 30, 31 and 35 the technology is transferred 
mainly through national enterprises. However, the general conclusion re
mains, which is that the foreign subsidiaries constitute the main channel 
for the transfer of technology to our country. 

This conclusion is supported even more by the existing analytical 
data. We observed above (Table 2.8) that 25 firms (6.7% of the total 
number of enterprises) paid 54.4% of total royalty payments. The par
ticipation of foreign capital and, correspondingly, the royalty payments 
made by these enterprises are shown by Table 2.11. 

Table 2.11 shows that 20 out of the 25 enterprises whose aggregate 
payments during the 1972-78 period exceeded 1,000,000 dollars are 
foreign subsidiaries and that only one firm is 100% Greek. These data 

16. The distinction of enterprises into «national» and «foreign» was based on the participation 
of foreign capital in the equity capital of the enterprises. Firms where the participation of foreign 
capital is 0-19% are considered national, whereas firms where foreign capital participation ex
ceeds 50% are considered foreign subsidiaries. Data concerning foreign participation have been 
taken from Perrakis C: «Output, Balance of Payments and Employment Effects of Foreign 
Private Investment in Greece, Spain and Turkey», (unpublished doctoral thesis), Reading Univer
sity, 1977. 
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TABLE 2.11 

Number of Enterprises and Royalty Payments in Relation to the Participation of Foreign 
Capital in Enterprises with Total Royalty Payments Higher than 1,000,000 Dollars 

1972-1978 Period 

(in thousands of dollars) 

Percentage of foreign 
participation 

100 
51%-99% 
20% - 50% 

0% 

Total 

Number of 
enterprises 

14 
6 
4 
1 

25 

% 

56.0 
24.0 
16.0 
4.0 

100.0 

Royalty 
Payments 

33,295.7 
8,235.5 
9,026.3 
1,171.4 

51,728.9 

% 

64.4 
15.9 
17.4 
2.3 

100.0 

Source: KEPE. elaboration of data issued by the Bank of Greece. 

confirm and reinforce the above conclusions. Something even more im
portant is that, because each of these 25 enterprises belongs to a dif
ferent branch or subbranch17 and because they are large enterprises, the 
result is that they dominate technologically in the particular branch or 
subbranch. This situation is perhaps not very desirable and confirms the 
dual character of Greek manufacturing as for each sector of industrial 
production there exists a small number of large modern manufacturing 
units, surrounded by numerous small-medium firms which act as com
petitors to the large ones. 

2.6. Conclusions 

The basic aim of this chapter was to present the empirical data con
cerning royalty payments and to proceed to an analysis of these data. 
Since the specific conclusions were made in the preceding sections, we 
shall now state briefly some general conclusions. 
1. The Greek experience confirms the prevailling view-point that the 

level of economic development is one of the most important determin
ing factors for the level of technological development. Because, in 

17. These 25 enterprises are concentrated in 9 different manufacturing branches. 

72 



Greece, industrial research and generation of local technology are still 
at an infancy stage, almost all required technology is imported. 
Although imported technology has a relatively low cost in foreign ex
change, it has serious structural effects on the economy.18 

2. The technological interconnection of the various manufacturing 
branches with foreign firms differs largely. A high degree of 
technological inter-connection with technology sources from abroad 
seems to exist in the branches of chemicals, electric machinery-
appliances, plastics-rubber and metal products, while the branches of 
wood-cork, transportation equipment, textiles and processed food 
show a low technological inter-connection. 

3. Almost all imported technology and trademarks come from three 
sources: EEC, USA and Switzerland. According to certain évalua 
tions, almost 40% of purchased technology comes from American 
enterprises. It is also typical that, in each of the basic production 
branches the greatest part of technology offered to Greek manufac
turing enterprises originates in two or three countries. 

4. In spite of the relatively high technological inter-connection of certain 
«modern) branches with foreign countries, Greek manufacturing, on 
the whole, purchases technology and trademarks mainly for 
«traditional» production branches. This fact is explained by the non
existence of domestic technology in these branches, while at the same 
time it suggests that probable efforts for the production or substitu
tion of this kind of technology may lead to important direct and in
direct benefits for the country. 

5. Close technological links between Greek and foreign firms usually ex: 

ist at enterprise level, rather than at branch level. Thus, in many 
cases, very few firms in a branch dominate technologically a large 
number of small firms of the same industrial branch. In these cases, 
objective but also subjective reasons prevent a wider diffusion of the 
purchased technology. 

6. Foreign direct investment plays a decisive role in technology transfer. 
Most large and modern manufacturing units established in Greece are 
either foreign subsidiaries, or have a significant foreign participation. 
This is a fact that, independently of any other problems it might 
create, it urgently stresses the need to adapt and develop domestic 
technology, particularly in certain selected branches. 

18. These effects will be shown in detail in the following chapters. 
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CHAPTER 3 

RESTRICTIVE TERMS IN LICENSING AGREEMENTS -
TECHNICAL ASSISTANCE 

3.1. Introduction 

In the previous chapter we examined basic quantitative data 
concerning royalty payments. These data present some rather interesting 
aspects regarding the transfer of technology through licensing, but they 
do not exhaust the subject. Therefere, it was considered expedient to ex
tend our analysis to the examination of non-quantitative factors closely 
related to the transfer of technology. It is the nature of these factors that 
makes it difficult, if not impossible, to quantify them.1 However, every 
analysis on this subject which tends to neglect its qualitative charac
teristics becomes necessarily one-sided and it is very likely to lead to 
wrong conclusions.2 

In the first part of this chapter we will examine two basic subjects: 
The restrictions in technology transfer and the probable economic effects 
of these restrictions on the country to which the technology is 
transferred. It is of course well-known that the kind and type of import-

1. Mainly during the last years, there is an obvious trend for the quantification of various 
economic (and social) parameters in social sciences. This trend can be very useful, as long as it 
helps in the understanding of the phenomena under study. It is no exaggeration, however, to 
mention that, in many cases, surveys where econometric methods of analysis are not applied are 
considered inferior. For a very interesting discussion on the effectiveness of econometric models, 
see Armstrong J.. «Forecasting with Econometric Methods: Folklore Versus Fact», Journal of 
Business. 

2. It should also be mentioned that an effort has been made to determine to what extent 
foreign patents protected by law in Greece end in domestic production. In spite of all efforts, the 
data collected were not sufficient to support a well-documented opinion. For this very reason 
they were neglected, in spite of the many indications that only a very small number of these pat
ents is used for the production of patented products in Greece. The importance of this subject 
justifies, in our opinion, the continuation of research in this direction. 
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ed technology (and consequently the kind and type of the goods 
produced) has a series of positive as well as negative effects on the 
economic and social life of a country as, for example, in the distribution 
of income, in the structure of foreign trade, in the consumption pattern, 
in the structure of production etc. Characteristics such as those 
previously mentioned, although they are of interest, will not be examined 
in the forthcoming analysis, since they are not within the framework of 
this study. 

In the second part we will examine the distinction of royalty pay
ments into payments purely for know-how and payments for trademarks 
and, in addition, an effort will be made to determine the level of pay
ments for foreign technical aid. 

3.2. «Tied» Technology 

3.2.1 General Comments 

In Chapter 1, it has been mentioned in brief that the transfer of 
technology is usually followed by conditions which secure the rights and 
interests of the technology-supplier, but are not necessarily of benefit to 
the national economy of the receiving country. Before advancing any 
further, it is necessary to make a distinction between the private and the 
social cost of technology transfer. The former is undertaken by the in
dividual purchaser of technology (enterprise or individual), whereas the 
second by society as a whole. Thus, it is possible that the purchase of a 
specific license has a very low cost for the individual buyer, whereas at 
the same time it has a relatively high cost for the country as a whole. 
To quote an example, let us assume that an individual purchaser of a 
specific license undertakes the obligation (this is one of the most com
mon terms in licensing contracts) not to export the goods manufactured 
under the said license. For the licensee, the cost of using the license 
(royalties) is in most cases low (even if its absolute level is high) com
pared to the income it provides due to its exclussive and, in many cases, 
monopolistic character in the domestic market. This effect is acceptable 
if examined from a purely private aspect. But for the country as a whole 
(assuming that it considers exports as a basic target of its economic 
policy), restrictions on exports create several problems concerning 
foreign exchange and other issues that might result in high social cost. 
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In such cases, private and social interests do not coincide. Naturally, in 
cases where technology is transferred without restrictive terms, such 
problems do not arise. 

In spite of the fact that the transfer of technology under restrictive 
terms is a phenomenon that has long been a main characteristic of 
technology transfer contracts, only recently has it come under 
systematic study. Throughout this study the term «tied technology» 
refers to all technology transfers accompanied by restrictive clauses, 
where these conditions are not «technically» indispensable for the ap
propriate application and exploitation of the transferred technology. 
Therefore, «technical» conditions for the application of the transferred 
technology are not considered as restrictions, whereas «economic» or 
other conditions are supposed to be non-necessary limitations. For ex
ample, the contractual obligation of using a specific raw material is not 
considered restrictive if the licencee is free to purchase this specific raw 
material from a supplier of his own choice. If, however, the licensee is 
obliged to buy the raw material exclusively either «from the licensor or 
from a supplier indicated by the licensor, then the transferred technology 
is considered to be accompanied by restrictive conditions .and it will be 
called henceforth «tied technology». 

The reasons why the recipient countries accept the transfer of tied 
technology and the terms and consequences of such a transfer have been 
documented in important studies,3 so we will not lo 3k into this matter in 
detail. In Chapter 4 we will return to these subjects in order to examine 
the case of our own country. For the moment it is sufficient to state a 
few brief comments on the above-mentioned subjects, which derive from 
international experience on matters of transfer of tied technology. 

3.2.2. Reasons for the Transfer of Tied Technology 

The reasons for transferring tied technology might either be of an 
objective nature or, on the contrary, they might be the result of specific 

3. See. e.g.. UN. «Major Issues Arising from the Transfer of Technology to Developing 
Countries». NY, 1975. UN. «Proceedings of the UNCTAD: Third Session», Financing and In
visibles. 1973. OECD. «Transfer of Technology by Multinational Corporations», vol. I and II, 
Paris, 1977, Germidis-Brochet. «The Price of Technology Transfer in Developing Countries», 
OECD. «Industry and Technology Special Study», No 5,1975 (Draft Paper). 
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private interests of the licensor.4 Often, purchasing a certain license 
automatically determines the source of supply of the related mechanical 
equipment, of the spare parts etc. In this case, the technology 
transferred is considered tied due to objective circumstances, but not 
«tied» with the meaning we have already given. This would only happen 
if the licensee were obliged' to purchase all mechanical equipment, spare 
parts etc. from a specific supplier indicated by the licensor and not from 
alternative suppliers. In some other cases, the licensor sells the necessary 
raw materials along with the license. As long as this restriction is not 
imposed by the technical requirements of production, it constitutes a 
typical case of transfer of tied technology and is usually related to the 
maximization of the licensor's profits.5 In practice, the «tied» supply of 
raw materials is one of the most common and safest ways for (invisibly) 
transferring income from the licensee to the licensor.6 

3.2.3. Conditions for the Transfer of Tied Technology 

On the licensee's part, the restrictive terms for technology transfer 
may assume several forms. Very often they are mentioned explicitly in 
the licensing contracts, whereas in other cases they are not apparent and 
are orally concluded between licensor and licensee with no mention in 
formal documents. In general, there is transfer of tied technology when 
the contracts for the transfer of know-how include one or more clauses 
of the following categories: 
1. Tied input purchases 
2. Export restrictions 
3. Minimal guarantees 
4. Restrictions in competition 
5. Various other restrictions 

The first category includes conditions related to the exclusive supply 
of machinery, spare parts, raw and auxiliary materials, packaging 
materials etc. from the licensor or a third party indicated by the licensor. 
It is naturally assumed that, in this case, there are suppliers (other than 
the licensor and those that he determines) who can also provide these in-

4. See Chapter 4, par. 4.2.4. 
5. See Chapter 4, par. 4.3.2. 
6. See Chapter 4, par. 4.3.3. 
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puts, because if there were not it would be meaningless on the part of 
the licensor to demand the exclusive right to supply the inputs related to 
the technology transferred. 

The second category includes all clauses that, in one way or another, 
obstruct the free export of goods produced with the help of the 
transferred technology. These conditions might be: (1) the complete 
prohibition of exports, (2) the prohibition of exports only to certain 
countries, (3) the quantity, the type and the price of the exported goods 
and (4) certain special and occasional restrictions, such as the appoint
ment of a specific transport agent, the prohibition to export other com
petitive products etc. It should be noted that all restrictions of this 
category are usually invisible, especially when they concern transactions 
between subsidiary and parent company. 

In the third category we classify all those conditions that the 
technology supplier considers as minimal guarantees (either on the part 
of the licensee or of the recipient country) for the transfer of his 
technology. Such conditions usually refer to a minimum annual amount 
of royalties, to a minimum annual level of sales of the manufactured 
goods, to a minimum annual expenditure for advertising purposes, and, 
occasionally, to the determination of minimum selling prices of the 
goods. In the same category we can also include conditions that aim at 
securing the general interests of the licensor, due to possible changes in 
economic policy of recipient countries. For example, that the licensing 
contract will be invalidated if the par value of the local currency should 
change significantly or if depreciation rates should change, or if the im
port duties should decrease etc. In such cases, if the licensee does not 
compensate the licensor for the loss of anticipated income, then the con
tract is considered de facto void. 

The fourth category includes conditions that, either directly or in
directly, impede the competition of goods produced under a specific 
license. A classical example are the conditions appearing in licensing 
contracts, which determine explicitly that the technology receiver is not 
allowed to manufacture or sell competitive products in general, or com
petitive products that are not specifically approved by the licensor. The 
same results when there is an obligation of the licensee to include in his 
staff production inspectors authorised to exercise quality control on 
behalf of the licensor. Other conditions (whose legitimacy is 
questionable) lead also to the same result, i.e. that the licensee is not 
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allowed to continue using the technology he has bought, after the expiry 
of the license. 

Theßßh category refers to general conditions in technology transfer 
which safeguard, usuallly indirectly, the interests of the licensor. Such 
conditions are: (1) the appointment by the licensor of an arbitrator in 
case of controversy with the licensee, (2) the application of the law of a 
particular country,7 according to which all articles included in the con
tract should be interpreted, (3) the obligation of the licensee to transfer 
to the licensor, free of charge, every improvement he might achieve on 
the ceded technology, (4) the obligation of the licensee not to transfer 
this technology to any other party, and (5) the obligation of the licensee 
not to change any original specification, which means that he should 
manufacture a product identical to that of the licensor. 

The same category includes some very special transfer conditions 
which, although not often met in practice, are nevertheless indicative. 
For example, in a license contract concerning one well-known industry, 
there is a clause determining that: «if for any reason Mr X (his full 
name is written) ceases to be General Director of company Z, then the 
existing license agreement ends automatically at the licensee's expense». 

3.2.4. Consequences of Transferring Tied Technology 

The reasons and the specific terms of technology transfer determine, 
to a large extent, the consequences of this exchange. The purchase of 
«tied» technology is a rational act on a private business level on the one 
hand, since it ensures for the purchaser the exploitation of a 
monopolistic or oligopolistic right which will produce the respective 
profits while, on the other hand, it cannot always be considered as a 
rational act from a wider social viewpoint, since this right might result in 
a considerable social cost, without a parallel (social) participation in the 
results of its exploitation. Thus, mainly for reasons of economic policy, 
the results and consequences of the transfer of (tied) technology should 
be examined from a macroeconomic point of view as well.8 · 

7. A country other than the one importing the technology. 

8. It is obvious that the consequences of technology transfer (tied or not), are examined both 
on a microeconomic as well as a macroeconomic level. Which of the two comes first or second 

79 



The first category of restrictions (tied supply of raw materials) 
results directly in the transfer of «invisible income» from the licensor to 
the licensee. This transfer is usually achieved by means of overinvoicing 
the inputs, that is by fixing the prices of the inputs higher than regular 
prices. This invisible transfer of income is twice as negative for the 
receiving country: firstly, because in this way capital unnecessarily es
capes to foreign countries whereas it could be invested locally, and 
secondly, because public income is lost by the non-taxation of this 
capital. The overpricing of inputs might also have unfavorable results 
with respect to the competitiveness of domestic production on an inter
national level, since it increases its cost unjustifiably. Furthermore, when 
the seller of technology has the possibility of determining the sources of 
supply of the inputs, the dependence of a country's production on 
foreign inputs increases — a fact which creates serious obstacles to any 
national policy aiming at the substitution of imports. 

The direct consequence of export restrictions, from a short-term 
point of view, appears on the balance of foreign trade of the country, 
where the difference between imports and exports increases continuous
ly. But, even from the long-term point of view, export restrictions result 
in reduced international competitiveness and probably in lower develop
ment rates, since one of the basic targets of developing countries is the 
increase of their exports. 

Terms referring to restrictions on competition have negative effects 
on the mechanism of price formation, on the structure of the market, on 
the competitiveness of the manufactured goods and finally on the rate of 
development of industrial production. Furthermore, restrictions 
prohibiting the application of the technical knowledge acquired by a 
developing country, even after the period of «apprenticeship» —that is af
ter the expiry of the license agreement (regardless as to whether these 
restrictions are enforced in practice)— invalidate even the theoretical 
grounds justifying the technology transfer. 

Similarly, negative results for the receiving country have conditions 
which either directly or indirectly prohibit the diffusion and the adapta-

depends each time on the purpose of the research. If, for example, we are mainly interested in 
the results of technology transfer on a business level, the microeconomic aspect is the one that 
comes first. If, on the contrary, what mainly interests is the effects on' national economy, then 
the macroeconomic aspect becomes more important. 
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tion of the imported technology. In the first case, the relative terms 
usually state that the receiver of the technology is obliged to keep secret 
whatever information should be acquired from its application and thus 
the transferred teohnology and its benefits do not affect the economy as 
a whole but, on the contrary, they remain inside the corporation bounds. 
For this reason, it is very usual in practice to meet the «repeated import» 
of the same technology, that is the import of the same technology from 
many different firms of an industrial branch, whereas it would be suf
ficient to import it only once (by one firm). In the second case, the 
prohibition of adapting the imported technology to the locally prevailing 
conditions is equivalent to a simple «transplant» of foreign technology. 
Taking into consideration the fact that the socioeconomic environment 
of developing countries differs from that of the industrially developed 
ones, the result is a waste of available domestic resources, since the 
prohibition of adapting the imported technology leads to the production 
of wrong goods for the given conditions. 

Summarizing the above, we can conclude that purchasing tied 
technology might have considerable social cost in comparison to its 
benefits, which are restricted mainly at enterprise level.9 This social cost 
results from the invisible transfer of income abroad, the aggravation of 
trading conditions, the restrictions on competition, the waste of available 
resources etc., in other words, factors which, in most cases, are not con
sidered critical by an individual industrial enterprise when the latter 
decides to acquire foreign technology. For this reason, there should be a 
specific economic policy, which would face the problem of technology 
transfer as a whole, that is, on a microeconomic as well as on a 
macroeconomic level. 

3.3. The Transfer of Tied Technology in Greece 

The preceding analysis leads to a reasonable and important question; 
is the technology transferred to our country tied, and if so, to what ex
tent? The foregoing theoretical analysis is of course not sufficient to 
answer this question and we also need an empirical examination of the 

9. The general benefits resulting from licensing agreements are briefly analysed in Chapter 1 
and are further examined in much more detail in the next chapter. 
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existing contractual terms for technology transfer to our country, that is, 
of the clauses included in the licensing agreements. 

For this reason, it was considered necessary to study the licensing 
agreements that have been made between domestic industrial firms and 
foreign enterprises. These agreements refer to the concession of rights 
for the industrial and commercial exploitation of foreign licenses, they 
have the form of legal documents (contracts) and their clauses are 
obligatory for both contracting parties. 

As mentioned in the previous chapter, until the end of 1978, the es
tablished industrial companies in Greece had signed in total about 624 
licensing agrreements with respective foreign companies. For practical as 
well as for substantial reasons, we did not deem it necessary to study all 
these agreements. So we made a sample representing approximately 1/6 
of the total number of agreements. This sample was not taken at ran
dom but, on the contrary, it was carefully selected. More precisely, near
ly all the agreements studied have been chosen from the field of those 
industrial branches that represent almost the total of royalty payments, 
i.e. the branches of chemical products, electrical appliances, plastic-
rubber products etc. In addition, we have intentionally chosen for study 
a large number of agreements referring to branches where, although 
royalty payments are relatively low, their importance to a developing 
country, from the «technological apprenticeship» aspect, is particularly 
significant. Such branches are considered to be those of metal products 
and mechanical engineering. . 

After selecting the branches, we proceeded to the selection of the 
specific enterprises whose agreements should be studied. In this case 
also, the sample was not a random one. Usually, without this being a 
rule and mainly for reasons of comparison, enterprises having more than 
one agreement were preferred to those having only one. Next, the text of 
each agreement was carefully studied and analysed. Since the object of 
this research was the existence or not of restrictive terms, for each 
agreement studied only those clauses were recorded which, as it could 
easily follow from the text of the contract, constitute restrictions to 
technology transfer. No effort was made to record any indirect or sup
plementary restrictive terms, which might result from the eventual com
bination of various contract clauses. 

The results of this research are summarized in Table 3.1. 
Table 3.1 is quite typical. The restrictive conditions appearing with 
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TABLE 3.1 

Percentage of Licensing Agreements with Restrictive Terms 

Industrial branches 

Chemicals-plastics 
Metal products 
Non-electric machinery 
and appliances 
Electrical machines 
and appliances 
Various other branches 

Total 

Restricted 
supply 

of inputs 

% 

80 
34 

40 

58 
68 

65 

Exports 
Restrictions 

% 

72 
66 

40 

58 
65 

70 

Required 
minimal 

guarantees 

% 

84 
83 

100 

67 
78 

82 

Restrictions 
in 

competition 

% 

92 
34 

100 

58 
70 

82 

Various 
other 

restrictions 

% 

68 
17 

40 

58 
45 

57 

Total of 
all 

cases 

% 

80 
47 

64 

60 
65 

70 

Source: KEPE, Study of license contracts. 

the highest frequency, regardless of industrial branch, are those referring 
to minimal guarantees and competition (82% of the cases studied). Next 
come restrictions on exports (70%) and imports (65%). Generally speak
ing, the above data show that restrictive clauses in the transfer of 
technology exist in 70 out of 100 agreements, while in the remaining 30 
agreements no restriction was mentioned. This does not mean of course 
that in practice there were no restrictions. It simply means that they did 
not exist «formally», that is, they were not mentioned in the contract. 
Actually, this is quite common between multinational enterprises and 
their subsidiaries, since in practice the subsidiary follows the general 
policy of the parent company and consequently any such formal obliga
tion is superfluous, apart from the fact that it might create certain 
problems with the local governments. 

As mentioned above, one of the most common restrictions is the 
clause aiming at the limitation of competition. The following clause, 
taken from the contract of a large pharmaceutical company (company 
X) purchasing technology from a foreign firm, is a typical example of 
such a condition: 

«Company X, for the time that this agreement or its revised ver
sion is still in force, shall not manufacture, sell or distribute direct
ly or indirectly, for its own account or for the account of any 
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other party, and shall not even show interest in any other product 
or similar products, that would compete with those manufactured 
or distributed according to the clauses of the present agreement». 

It should be noted that this agreement was valid for 15 years (1961-
1976) and was renewed, with the same clauses, for another 10 years. 

Studying the data in Table 3.1 referring to industrial branches, we 
observe that those with the most restrictions (80% of the cases) are the 
branches of chemicals-rubber-plastics, whereas the branch of metal 
products has relatively fewer restrictions (47%). 

From the existing detailed data, which are not presented in this 
study since they are confidential, it follows that, in almost all cases of 
pharmaceutical and cosmetic products under survey, conditions exist 
determining the minimum annual expenditure for advertising purposes 
(usually 20-30% of sales). In these same agreements there was very of
ten a clause determining the level of the retail price of the products un
der license, as well as a time schedule for the future increases of these 
prices. These increases were usually a little higher than those of the 
Consumer Price Index.10 It is obvious that conditions of this kind, apart 
from the fact that they create direct inflational pressures, are also con
trary to a probable governmental policy on price control. 

Table 3.2 presents in detail the data concerning restrictions met in 
licensing contracts with respect to the country supplying the technology. 
The general conclusion drawn from these data is that, independently of 
the license-supplying country, the technology transferred to Greece, in 
approximately 3/4 of the cases, is accompanied by restrictive conditions, 
i.e. it is tied. Although Table 3.2 indicates some differentiations between 
countries supplying technology regarding the main type of restrictions, 
nevertheless any attempt to generalize might lead to false conclusions 
(for example the conclusion that any technology purchased from the 
USA has more restrictions, while technology purchased from France has 
fewer), because such differentiations are probably related to the type of 
technology purchased and not necessarily to the supplying country. 

Summarizing the preceding analysis, we arrive at the general conclu
sion that the transfer of technology to Greece, when made through 
licensing agreements, is largely accompanied by certain restrictions, 

10. Such restrictions have been classified in the categories of minimal guarantees and 
«various other restrictions». 
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TABLE 3.2 

Percentage of Licensing Agreements with Restrictive Terms by Licensor Country 

Licensor's Country 

Switzerland 
West Germain 
USA 

France 

Other countries 

Total 

Restrictive 
supply 

of inputs 

% 

75 
86 
73 
29 

58 

65 

Exports 
Restrictions 

% 

62 

86 
73 
57 
67 

70 

Required 
minimal 

guarantees 

% 

87 
71 
87 

100 
67 

82 

Restrictions 
in 

competition 

% 

87 
71 
87 
86 
75 

82 

Various 
other 

restrictions 

% 

62 

57 
67 

43 

58 

57 

Total of 
all 

casei 

% 

75 
75 
77 
63 

65 

70 

Source: Κ EPE. Study of license contracts. 

independently of its type (i.e. the industrial branch to which it refers) 
and of the supplying country. These restrictions, in most cases, are 
related to the limitation of competition, to the prohibition of exports, to 
the exclusive supply of inflows by the licensor etc. Possible direct conse
quences of such restrictions can be the preservation of oligopolistic posi
tions in the market, problems in the balance of payments, low domestic 
added value of the manufactured goods, possible invisible transfer of in
come abroad etc. In other words, what the economy finally pays for the 
«technological apprenticeship» appears to have a considerably high 
social cost. Quantification of this cost (and of the benefit as well) can be 
achieved only under certain conditions which are, in most cases, ar
bitrary. Since such an effort would lead to contestable results, after a 
preliminary analysis of the available data it was finally decided not to 
proceed in this direction. What should be noted, however, is that the low 
cost in foreign exchange of a technology (see Chapter 2) should always 
be examined together with the indirect cost resulting from e.g. an over
pricing of imported inputs, or from a respective decrease or underpricing 
of exported goods. Therefore, while on one hand the direct cost for 
purchasing foreign technology appears to be low, on the other hand the 
indirect cost might be considerably high. It is for this reason that any ef
fort to evaluate licensing and the transferred technology should deal with 
the subject in a global manner. 
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3.4. Patents and Trademarks 

Patents and trademarks constitute intangible assets for enterprises 
and are considered as industrial property. Trademarks have been used 
on a regular basis since the Middle Ages.11 At this period they were 
obligatory and the main reason for their existence was to identify the 
origin (i.e. the manufacturer) of products by specific labels, especially in 
cases where the manufacturer distributed defective products in the 
market. Nowadays, trademarks are not obligatory and the main reason 
for their existence is to differentiate between the products of various 
manufacturers. 

Patents, as well as trademarks, are protected and safeguarded by 
law.12 The justification for this protection is based theoretically on two 
reasons. Firstly, trademarks protect the manufacturer from possible im
itations by other manufacturers and, secondly, they are supposed to give 
the consumers the opportunity to select those products that they have 
already learned to recognize from a specific trademark. 

Patents and trademarks have, each in a different way, the same ef
fect: they create the conditions for market control. In the case of pat 
ents. this is achieved by providing a monopolistic right, while in the case 
of trademarks, by developing the consumer's confidence in products 
bearing a specific trademark (brand loyalty). In the case of technology 
transfer it is very common for the receiving country to pay royalties to 
the transferer for patents as well as for trademarks. But whereas the ac
quisition of a patent results in technology transfer, this is not the case 
with trademarks. Therefore, royalties are justified for patents, whilst 
royalties for trademarks are highly disputed, especially when trademarks 
do not have any direct or indirect relation to the transfer of know-how.13 

It is debatable whether royalty payments for the use of foreign 
trademarks should be paid, at least when they are not related to 
technology or the transfer of technology, particularly nowadays when 
several developing countries (India, Sri-Lanka, Afghanistan, Mexico, 

11. For a historical aspect of this subject see Schechter F.I., «The Historical Foundation of 
the Law Relating to Trademarks», Columbia University Press, N.Y. 

12. In Chapter 5, the subject of trademarks is presented from its institutional and legal 
aspects. 

13. It should be taken into consideration that prohibiting the payment of royalties for 
trademarks is not in accordance with the law of the European Communities. 
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Brazil etc.) are gradually advancing towards the abolition of trademarks 
or the abrogation of trademark protection — a fact that questions the 
objective grounds for royalty payments.14 

From the preceding brief analysis, a fundamental question arises: To 
what extent do payments for technology transfer to our country concern 
the transfer of know-how and are not simply payments for the use of 
foreign trademarks? 

3.5. Payments for Know-how and Trademarks 

From a purely methodological aspect, any distinction of royalties in
to payments for know-how and payments for trademarks is to a large 
extent arbitrary. 

This happens because, in most cases, licensing agreements, although 
they almost always cede, together with the know-how, the right for the 
use of trademarks, they rarely distinguish between payments for know-
how and those for trademarks. Consequently, distinguishing royalty pay
ments into know-how and trademark payments involves a great deal of 
arbitrary assumptions and can only provide indications of the extent to 
which technology is transferred in each case. 

On the strength of the above remarks, in Table 3.3 we have split 
royalties into payments for trademarks and know-how. This separation 
has been based (a) on terms for the technology transfer, as they appear 
in the licensing agreements, (b) on the type of the manufactured product, 
(c) on the special characteristics of the specific industrial branch and (d) 
on certain exogenous information. The split of royalty payments has 
been verified, wherever possible, during visits to several industrial enter
prises (see Chapter 4). It should be noted as well that in many cases it 
was not possible to separate royalties into trademark and know-how 
payments. To accommodate these cases a third group was formed 
(know-how and trademarks) including payments concerning trademarks 
as well as know-how. 

14. A wide bibliography exists on the protection and the effects of trademark protection in 
developing countries. The subject will be examined very briefly in this survey, because the same 
conclusions as in the first chapter concerning patent protection prevail increasingly in this case 
as well. The subject of trademarks is examined in detail in: UN «The role of Trademarks in 
Developing Countries», 1979 and in «World Development, Trademarks in Developing Coun
tries», July 1979 (the entire book contains articles on this subject). 
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TABLE 3.3 

Number of License Agreements and Royalties Paid, according to the Prevailing Feature 
1972-1977 Period 

Number of agreements involving: Paid royalties (in thousands of dollars) 
Sector 

20 
21 
22 

23 

24 

25 
26 
27 
28 
29 
30 
31 
32 

33 
34 
35 
36 
37 
38 
39 

Total 

Percentages 

Mainly 
trade
marks 

1 
1 
3 
2 

22 

— 
— 
— 
— 
— 

1 
132 

— 
— 
— 
— 
— 
— • 

— 
2 

164 

27% 

Mainly 
know-how 

11 
3 

— 
17 

— 
2 

9 

9 
1 
2 

31 
37 

— 
28 

7 
43 
26 
39 

9 
8 

282 

47% 

Know-how 
and trade

marks 

3 
11 

— 
2 

15 

— 
— 
2 
2 

— 
4 

56 
1 
3 

-
12 

8 
35 

— 
2 

156 

26% 

Mainly 
trade
marks 

183.2 

121.6 
260.9 

40.6 
3,922.8 

— 
-
— 
— 
-
397.4 

18,183.7 

— 
-
-
-
-
-
-

1,149.3 

24,259.5 

34% 

Mainly 
know-how 

443.0 
8.7 

-
742.9 

-
146.1 
111.2 

106.8 
14.4 

320.8 
1,697.6 

1,154.8 

-
5,644.2 

978.5 
1,841.5 

679.4 
1,556.9 

304.0 
55.8 

15,806.6 

22% 

Know-how 
and trade

marks 

1,127.4 

743.6 

-
191.4 

1,330.6 

-
-

243.0 
909.9 

-
4,562.1 

8,979.4 
82.5 

1,201.4 

-
2,455.7 

190.5 
9,294.3 

180.0 
58.0 

31,369.8 

44% 

Source: Κ EPE, Collection and classification of data issued by the Bank of Greece. 
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Table 3.3 shows that approximately 27% of the number of agree
ments and 34% of royalties refer mainly to trademarks and about 47% 
of the agreements and 22% of royalties concern mainly know-how. The 
remaining 26% of the agreements and 44% of royalties represent an in
termediate situation, where the payments for know-how and trademarks 
cannot be separated. 

The distribution of trademarks per branch is as expected. Table 3.3 
clearly shows that the largest part of the agreements and of payments 
for trademarks is found in the branches of chemicals, ready wear and 
electrical machinery, and concerns cosmetics, detergents, ready made 
clothes and electric appliances, in other words clearly consumer goods, 
where the foreign trademark is particularly important to the consumer. 
On the contrary, in engineering branches, i.e. electrical components, 
processing of aluminium products, boilers etc., where technical specifica
tions and product quality are of prime importance, the know-how pay
ments are higher than those for trademarks. 

Summarizing the above, the separation of royalties into those for 
trademarks and those for know-how showed that, in cases where con
sumer goods are produced with foreign collaboration, Greek companies 
(whether they like it or not) have to pay for the foreign trademarks also. 
It is noteworthy that payments of this kind represent about 50% of the 
number of contracts and about 50% of royalties. Whether this situation 
is desirable from the aspect of economic policy is something very dis
putable, since it contributes to the formation of a consumption pattern 
often irrelevant to Greek situation. 

3.6. Payments for Foreign Technical Aid 

As already mentioned in Chapter 1, the technological competence of 
manufacturing enterprises can also be improved by using foreign ex
perts.15 Very often, Greek manufacturing enterprises (GME) turn to the 
knowledge and experience of foreign experts, individuals or companies, 
in order to find solutions to specific technical or organizational 
problems.16 In such cases, conditions are created for the direct transfer 

15. See Chapter 4. paragraph 4.1.1. 
16. At this point it should be made clear, that we are aware of the cooperation between 

Greek firms and foreign experts or private companies. Collaboration on technical matters could 
also exist between Greek manufacturers and foreign national or international organizations (for 
example UNIDO), but. to our knowledge, this kind of collaboration is not practiced in Greece. 
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of foreign know-how to the GME. In other words, the invitation of 
foreign experts functions as a complementary (to licensing) channel for 
technology transfer. 

Although the use of foreign experts and their contribution to the 
technological development of GME, is not a part of our research, we 
considered that, for reasons of completeness, it should be briefly ex
amined. This is why we have attempted a first survey of the subject 
which led to certain interesting conclusions. 

As far as we know, no detailed information has been published up to 
date on payments for the services of foreign experts, called in by 
manufacturing enterprises to offer technical assistance,17 for the simple 
reason that such information is not gathered by any service. Information 
concerning payments for technical aid is registered by the Bank of 
Greece, which provides the necessary foreign exchange. However, this 
sort of information does nor form a separate category but it is recorded 
in special lists together with many other payments in foreign exchange, 
i.e. hospital fees, export of profits from lotteries etc. Therefore, the only 
source of information is the primary data (from the entries in the 
detailed lists) of the Bank of Greece. 

Collecting this sort of information is a particularly time consuming 
task. For this reason we decided to gather information concerning 
technical payments only for the year 1978. For this purpose, the authors 
of this research had to examine, one by one, about 38.000 entries in the 
detailed lists. All information gathered was then codified by production 
branch, country and enterprise. 

Before proceeding to a detailed presentation of this information, it is 
necessary to make a few points clear. Firstly, the data gathered concern 
payments to foreign technical experts invited to Greece by Greek 
manufacturers and, therefore, they do not include payments to foreign 
experts invited to Greece by non-manufacturing enterprises. Secondly, 
the data gathered concern such payments transferred abroad and 
therefore they do not include any that have been made in local currency, 
and spent in Greece. Thirdly, all information was classified by country 
according to the declaration of the technicians and not according to the 

17. OECD published in 1966 a detailed study concerning the form of technical aid to our 
country. A relatively small part of this study refers to foreign technical assistance to GME. (See 
OECD. «Foreign Skills and Technical Assistance in Greek Development», OECD, Development 
Centre, Paris, 1966). 
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currency paid,18 and therefore there is the risk, for example, of Swit
zerland instead of USA to appear as the country sending an engineer, if 
this engineer, although he is American, prefers to collect or to deposit 
his fee in Switzerland. Finally, due to the fact that the data include pay
ments in several currencies, they had to be converted into US dollars, 
using the average weighted parity of the US dollar with the rest of the 
currencies for the year 1978. 

In Tables 3.4 and 3.5 we have summarized the data concerning pay
ments for technical aid. Table 3.4 presents the distribution of these pay
ments per branch, while Table 3.5 presents the same data according to 
the country of origin of the technical aid. Analysing all these data we 
arrive at the following general conclusion: 
(a) The payments for technical assistance to Greek manufacturing enter

prises amount to approximately 1/5 of the royalty payments. More 
specifically, in 1978, the payments for technical assistance reached 
3.6 million dollars while for royalties they reached 17.1 million 
dollars. 

(b) In certain production branches, the payments for technical assist
ance are much higher than the royalty payments. For the branches of 
paper and of basic metal products, payments for technical aid are 3-
5 times higher than royalties while, on the contrary, in the branches 
of chemicals, pharmaceuticals, ready-made clothes, wood, 
mechanical engineering etc. payments for technical aid represent a 
very small amount (2-5%) of the royalty payments. 

(c) The distribution of payments for technical aid per branch is com
pletely different from that of royalties. In the case of technical aid, 
most of the payments are concentrated in branches of relatively high 
technology, while in the case of licensing they are in branches of 
relatively medium or low technology. The fact that engineering 
branches (36, 37, 38) get a very low percentage (about 5%) of 
technical assistance payments, is connected with the low level of 
development of these branches. High royalty payments in these 
branches probably represent trademark rather than know-how pay
ments. 

18. In very few cases, where it was not possible to determine the country to which the pay
ment was destinateci, it has been assumed that this country must be determined by the currency 
in which the payment took place, as for example dollars-USA, marks-W. Germany etc. 
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TABLE 3.4 

Payments for Foreign Technical Aid and Royalties: 
Branch Distribution, 1978 

(in thousands of dollars) 

Industrial 
Branch 

20,21,22 

23 
24.25,26 

27 

28, 29, 30 
31 
32 

33 

34 
35,36,37,38 

39 

Total 

Payments in absolute 

Technical aid 

279.2 

192.9 
95.8 

513.7 

29.8 
309.2 
109.4 
704.4 

1,007.0 
174.6 

185.6 

3,601.6 

figures 

Royalties 

1,387.6 
275.5 

2,065.8 
101.5 

1,455.6 
5,194.2 

— 
2,080.4 

289.6 
3,968.2 

330.6 

17,149.0 

% 

Technical 

7.75 
5.36 
2.66 

14.26 
0.82 
8.59 
3.04 

19.56 

27.96 
4.84 

5.15 

100.00 

of total 

aid Royalties 

8.10 
1.60 

12.04 

0.60 
8.48 

30.28 

-
12.13 

1.68 
23.14 

1.95 

100.00 

Source: Κ EPE. collection and classification of data issued by the Bank of Greece. 

Note: For reasons of comparison, the second and fourth column on the table present the royalty 

payments of the same year (1978). 

TABLE 3.5 

Payments for Foreign Technical Aid: Distribution by Country, 1978 

(in thousands of dollars) 

Country 

EEC 
West Germany 

France 
Italy 
Belgium 
United Kingdom 

USA 
Switzerland 
Austria 
Sweden 
Other Countries 

Total 

1,562.0 
448.5 

94.3 
61.7 

157.4 

Amount 

2,323.9 

413.8 
497.0 

76.4 
102.1 
188.4 

3,601.6 

43.37 

12.45 
2.62 

1.71 
4.37 

% of total 

64.52 

11.49 
13.80 
2.12 

2.84 
5.23 

100.00 

Source: KEPE, Collection and classification of data issued by the Bank of Greece. 
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(d) Tne distribution of payments for technical aid by country shows that 
9/10 of this aid offered to Greek manufacturing enterprises comes 
from three regions-countries: EEC, USA, Switzerland. We had 
reached similar conclusions when examining the distribution of 
royalties by country. (See Chapter 2, paragr. 2.2.2). 

(e) In spite of the fact that, generally speaking, the distribution per 
country of payments for licensing and for technical aid is similar, 
significant differences do exist. The most important difference is that, 
whereas in the case of licensing USA and Switzerland are relatively 
more important as technology supplying countries, in the case of 
technical aid W. Germany is relatively more important, since the 
corresponding payments to this country are by far higher than the 
total payments to USA and Switzerland. In other words, although 
Greek manufacturing firms make licensing agreements mainly with 
the USA and Switzerland, technical aid comes mainly from W. Ger
many. 

(f) The available analytical data show (this does not appear in the 
tables) that the West German technical aid has a strong presence 
(usually about 40-60%) in every manufacturing branch and it is not 
concentrated in selected branches, as happens with American or 
Swiss technical assistance. 
The data gathered show that in 1978, 96 manufacturing enterprises 

made payments in foreign exchange for foreign technical aid.19 As the 
number of these enterprises appears to be particularly high, we decided 
to examine the degree of concentration of payments made for technical 
aid. The outcome of this analysis is shown in Table 3.6. 

In this table we see that approximately 50% of the payments for 
technical aid refers to 7 enterprises,20 representing about 7% of the total 
number of enterprises, while only 8.7% of the payments for technical aid 
refers to 50% of the total number of enterprises (48 enterprises). In 
other words, we can conclude that the degree of concentration of pay
ments for technical aid is particularly high and at a similar level with 
that of royalties (see Table 2.8, Chapter 2). Given, however, that the 
average payments for technical aid of 50% of the enterprises which con-

19. In the same year, several non-manufacturing enterprises and organizations made also 
similar payments. 

20. The largest number of experts was approved under L.D. 2687/53 and Law 4171/61. 
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625.1 
1,341.2 

1,811.0 
2,638.5 
3,287.6 
3,601.6 

17.35 
37.24 
50.28 
73.26 
91.28 

100.00 

TABLE 3.6 

Concentration of Payments for Foreign Technical Aid (1978) in thousands of dollars 

Amount % of total 

Payments relating to 1 enterprise 
Payments relating to 3 enterprises 
Payments relating to 7 enterprises 
Payments relating to 24 enterprises 
Payments relating to 48 enterprises 
Payments relating to the total of enterprises 

Source: Κ EPE. Collection and classification of data issued by the Bank of Greece. 

Note: The total number of enterprises that invited foreign technical experts in 1978 was 96. 

centrate 8.7% of the total payments, amount to only 6,540 dollars, the 
effectiveness of this aid is a matter for further examination. 

It is also interesting to mention that from the group of 7 enterprises 
concentrating 50% of the payments for technical aid, 4 belong to the 
branch of non-metallic minerals, 2 to the branch of basic metals and 1 
to the branch of paper. In 4 out of these 7 enterprises, the participation 
of foreign capital is significant. The average payment for technical aid in 
this group amounts to about 37,700 dollars, which is a considerable" 
sum. Given that this group of enterprises concentrates about 50% of 
total payments for technical aid and that these enterprises belong to 
purely productive branches with significant export activities,21 there is no 
doubt that technical aid in this group has produced positive results. 

Finally, we should be cautious on one point: that the above conclu
sions are based on an elementary analysis of the data of only one year 
— 1978. Only a complementary analysis, which is not within the 
framework of this study, could measure the extent to which these con
clusions are accurate. 

3.7. Conclusions 

The main purpose of Chapter 3 was to present certain characteris
tics, mainly qualitative, of technology transfer (terms of transfer and 

21. Six out of these seven enterprises have intense export activities. 
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separation of payments for trademarks and know-how). In addition, as 
foreign technical aid probably constitutes an important complementary 
channel for the transfer of technology, our study was extended also to a 
preliminary analysis of this subject. 

The findings and conclusions drawn in this chapter can be found in 
detail in the preceding pages. Below, we briefly present some general 
conclusions. However, attention should be paid to the fact that, in order 
to present a relatively complete aspect of the problem under study, it« is 
necessary to examine22 the conclusions of this chapter together with 
those of the previous and of the following chapter. 
1. In Greece, licensing (and the involved technology transferred) is 

usually accompanied by several restrictive terms, regardless of the 
type and origin of the technology. These restrictions mostly refer to 
the limitation of competition, the prohibition of exports, the exclusive 
supply of production inputs by the licensor etc. It has been estimated 
that 7 out of 10 licensing agreements include one or more of these 
restrictions. 

2. The supply of tied technology, in spite of its low cost on a business 
level, has a particularly high social cost,23 since it contributes to the 
creation or preservation of oligopolistic trends in the market, it 
aggravates the problems in the balance of payments, it reduces the 
international competitiveness of domestic products and creates condi
tions for the invisible transfer of income abroad. Therefore, in each 
case of licensing, national economic policy should examine the 
private as well as the social cost. Furthermore, the absence of a 
scientifically documented economic policy in this direction certainly 
creates serious problems to the technological as well as to the general 
economic development of the country, since it favours «development 
under conditions». A national policy for the acquisition of foreign 
technology must aim toward the abrogation of the existing restric
tions in licensing agreements. 

3. The distinction of royalties into know-how and trademark payments 

22. This is done in Chapter 6, par. 6.1. 

23. It is obvious that if foreign know-how is not used, this also results in a certain social 
cost, which becomes higher as the social benefit from using the know-how increases. These facts 
do not pose the dilemma «to use or not to use foreign know-how», since using foreign know-how 
is a necessity, but they simply suggest that its transfer should be made with the fewest possible 
restrictions. 
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has shown that about 50% of total payments regard the use of 
foreign trademarks. And since trademarks themselves do not have 
any technological content, it can be concluded that 50% of the 
royalties paid are not related to the acquisition of technological 
know-how. 

4. A supplementary channel for acquiring technology is the use of 
foreign experts to offer technical aid to manufacturing enterprises. 
The available data show that, in 1978, payments made to foreign ex
perts reached 3.6 million dollars, a sum equal to about 20% of the 
royalty payments. 

5. The detailed analysis of the available data on technical aid has shown 
that the payments of this category cover real needs of manufacturing 
enterprises for technical aid and concequently they constitute one of 
the most effective forms of technological "cooperation with other 
countries. However, it should be noted that the largest part of the aid 
(about 50%) was concentrated on a very limited number of enter
prises (7 large companies). This fact suggests that small-medium size 
enterprises have reduced possibilities in making use of foreign 
technical aid. It should be mentioned here that foreign enterprises 
usually avoid agreements for purely technical aid. This subject will be 
discussed in more detail in the following chapter (see Chapter 4, 
paragr. 4.3.1). 
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CHAPTER 4 

SURVEY OF ENTERPRISES 

4.1. Method of Work 

4.1.1. Up to now the analysis has had a macroscopic character and has 
been based mainly on the assumption that royalties paid to foreign com
panies are proportionate to the benefits Greek industries acquire from 
licensing. These benefits may regard increase in sales, improvement of 
quality, cutting down on costs, building up a technological infrastructure 
etc. 

There are, however, a priori indications that, in many cases, the 
transfer of know-how is not in proportion to the royalties paid. In ex
treme cases particularly, we have quite a number of cooperations be
tween Greek and foreign units, where no royalties whatsoever appear to 
be paid, or the exact opposite, i.e. cases of high payments for non
existent know-how. This leads us to the thought, that we could extract 
only very general conclusions, of little practical value, from a 
straightforward examination of the statistical data, if the latter is not 
supplemented by empirical research that would answer important ques
tions not yet answered. These questions are: 

1. By what criteria is the level of technological payments defined be
tween licensor and licensee in each case? 

2. Is it fair for royalties to be paid by subsidiaries of multinationals to 
the parent company, as in fact they constitute one and the same 
company? 

3. How can we explain the presence of a recurring pattern of 
restricting terms in most contracts, such as, e.g., restriction on ex
ports? 

4. Which factors does the negotiating power of Greek companies de
pend on, so as to ensure better terms in establishing licensing con
tracts? 
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5. What is the quality and quantity of the know-how imported to 
Greece through the above contracts? 

6. To what extent and by whom are foreign methods and specifica
tions adapted to the Greek needs? 

7. What factors contribute to the maximisation of the absorbtion and 
adaptation of foreign technological knowledge and what factors im
pede it? 

8. What have been hitherto the indirect benefits or losses from making 
licensing contracts? 

9. What will be the possible impact on licensing due to Greece's acces
sion to the Common Market? 

10. Which kind of licensing agreements can be considered most useful 
for the further development of Greek industry? 

11. After which point does the transfer of technology through licensing 
become unfeasible or unprofitable for Greek companies, consequent
ly leading them to the need for local research and development? 

12. Bearing in mind all the above, what policy should the State apply 
on licensing, so as to maximize possible benefits from it, to 
minimize the cases of improper application and to lead the country, 
at a faster rate, towards research and development? 

It is extremely difficult to answer the above questions, especially 
when referring to quality, which can be measured only with relative ac
curacy. Therefore, it has been considered necessary to cooperate with a 
number of companies that have made licensing contracts with foreign 
firms in the past. The sample of companies has been very carefully 
prepared, based on the criteria described below. In this way, «first-hand» 
information was obtained from people who had worked for the drafting 
and implementation of contracts concerning transfer of know-how. 

4.1.2. For the better understanding of the mechanism affected by the im
port of know-how, let us refer for a moment to Figure 4.1. Figure 
4.1 indicates schematically the various factors of production, the influen
ce of the environment on a given industry and on the markets for which 
the product and the services provided by the company are intended. 

Technology as a factor of production, may result from: 
(a) Tradition (i.e. accumulated experience) of the firm in studying 

and producing certain goods. 
(b) Design and development of new products and methods of 
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production. Research may take place partly in the firm itself and 
partly in research centers. 

(c) Experts, specialized in particular fields, who are invited ad hoc to 
offer their knowledge to the company (technical aid). 

(d) Purchase of mechanical equipment accompanied by a packet of 
technological knowledge for the correct operation of the 
machinery. 

(e) Purchase of a license. 
In this study, we are particularly interested in the latest way of ob

taining know-how. Due to the fact that, beyond conventional obligations 
for the transfer of technological know-how resulting from the literal in
terpretation of the license, there is usually a wider cooperation between 
licensor and licensee, the know-how is extended in practice to other sec
tions also, such as organization, management, training of personnel etc. 
Thus, the main aim of this chapter is to study the effects of licensing in 
making better utilization of the factors of production and namely: 

(a) In improving the technological standards of enterprises and in 
designing and developing new products and methods of produc
tion. 

(b) In making the most of domestic raw materials and semi-finished 
goods (development of satellite production units). 

(c) In finding and accumulating capital. 
(d) In improving the quality of skilled labour at all levels of an en

terprise. 
(e) In encouraging or discouraging business talents. 
(0 In improving organisation and management. 
We have also examined the effects of licensing on marketing, on the 

quality and cost of products, on the quality of services rendered together 
with the product (directions for use, service etc.). Finally, the impact of 
the company's «environment» on the better use of licenses is also ex
amined closely. By «environment», we here mean governmental policy, 
legislation, trade unions, competition, general mentality, the political at
mosphere, as well as various external infrastructural services (transporta
tion, communications, electricity and water facilities, drainage systems, 
consulting services, repair workshops, research centers etc). 

After having examined the interaction of licensing with all these fac
tors on a business level from a considerable sample of companies, we 
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shall be able to arrive at certain conclusions related to the basic ques
tions set at the beginning of this chapter. 

4.2. How Multinational and Smaller Firms Cope with Licensing 

In order to fully understand the policies of multinational companies 
and smaller enterprises on licensing and to explain the reasons why all 
contracts include a series of restricting clauses, it is necessary to men
tion briefly a few facts concerning the strategy and the modus operandi 
of these companies. 

4.2.1. By the term multinational, we refer to an enterprise whose ac
tivities — commercial or industrial — extend to more than one country. 
This term is usually applied to large firms with many factories and sub
sidiaries all over the world. The centers of important decision-making of 
such a company are established wherever deemed advantageous, while 
its shares are usually the object of stock exchange dealings. The mul
tinational, like any other business unit, is a profit-making enterprise. Of
ten the multinationals in a country behave in the same way as national 
companies. The differences between multinational and national firms 
must be sought in issues such as dependence on the parent company, 
large size, and their possibility to use loopholes in national legislations to 
their greatest possible benefit. 

The sales records1 (year 1971) of the 650 largest multinational in
dustries, indicate that the USA have 358 such corporations, the EEC 
159, Japan 74 and all other countries together 25. The added value of 
each of the above firms for that year was over 3 billion dollars. 

Multinationals developed mainly after World War II. According to ^ 
report of the United Nations, the number of American subsidiary com 
panies increased more than three times between the years 1950 anc 
1966 (from 7,000 to 23,000). This great increase in subsidiary firms was 
accompanied by a rise in direct investments abroad. During the decade 
1960-70, the annual level of direct foreign investments of companies 
based in 13 countries of the OECD increased from 2.9 billion dollars to 
7.9 billion dollars. The total value (1971) of direct investments abroad 

1. The following figures are taken from an article on this subject writen by Heymann Ph. in 
«Vision» magazine, October 1974. 
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reached 165 billion dollars, of which 52% belonged to American firms. 
In Europe, foreign investments within the Economy of the EEC 

countries were around 15%. Belgium has the largest foreign participation 
(35%) and Britain the smallest (9%). In Greece, foreign participation in 
industrial investment reaches approximately 30%. 

4.2.2. The strong points of a multinational corporation are the large ac
cumulation of capital, advanced technology and its strong position in the 
international markets. It is taken for granted that these three fundamen
tal factors must co-exist. The capital accumulates, thanks to the profits 
derived from sales. Sales and profits are feasible not only due to their 
oligopolistic position but also because their products are of advanced 
design and of a satisfactory cost and consequently are based mainly on 
advanced technology. The latter is possible, because the company can 
allocate considerable funds on research, design and development of new 
products. Other strong points of such a company are the possibility to 
make the best use (for its own interests) of comparative advantages and 
of the national laws in the countries where its subsidiaries are es
tablished, as well as its borrowing capacity and the control it often ex
erts on its sources of raw materials. 

Some of the weak points of multinationals are their bureaucratic 
organization, their impersonal character which leads to inflexibility in 
decision-making and their avoidance to take risks proportionate to their 
size. 

4.2.3. The corporate objectives of multinationals depend on many factors 
and are not the same for all. However, we can distinguish the two most 
basic aims which generally prevail in all enterprises and which are: 
(a) Ensuring a satisfactory return on capital. 
(b) Protecting the business against risks. These risks derive either from 

the activities of the company itself (e.g. probable failure of a new 
product) or from its environment (nationalization, local revolts, 
restrictions in repatriating capital and profits, competition etc.). 
During periods of international or local uncertainty and depression, 

the second aim could become much more important than the first. 
Because multinationals are usually more inert in making decisions and 
applying them, they are obliged to do more long-term planning than the 
smaller units. As a result, a small company confronts issue (b) in a sim-
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pier way, because it is less exposed internationally and more flexible, 
while, parallel to the above two issues, is the involvement of the owner-
entrepreneur's personal aims. Smaller enterprises either co-operate with 
multinationals, or fill gaps in the market which multinationals are not in
terested in filling. In general, the small enterprises avoid direct competi
tion with the large ones, while in cases where this seems to threaten the 
multinationals' operations, the latter try to buy out or to annihilate the 
former. 

The above observations help us to understand the behaviour of small 
and large companies on the subject of licensing. So all licensor com
panies, with no exception, try to safeguard their capital, their technology 
and their tradename from competition and environmental risks. For this 
reason, they impose on licensees a series of restrictions concerning the 
way their know-how and trademarks should be ceded and used. They 
forbid the communication of know-how to competitors, they prohibit ex
ports to countries to which the licensor company itself sells directly, 
they oblige the licensee to obtain its supplies in equipment and raw 
materials from other companies of the group, etc. 

4.2.4. Another interesting point is to examine the reasons why a com
pany decides to give know-how or other privileges to a third company 
that does not control. It is obvious that, by ceding rights, the licensor 
expects some overall benefits. Generally speaking, an enterprise has four 
different ways of penetrating a foreign market: 
(a) Market its product by simply importing it. 
(b) Establish a commercial-industrial subsidiary company in the country 

where the market is located. 
(c) Purchase some of the shares of an existing local industry with a 

similar object. 
(d) Cede only rights, and/or know-how to a local manufacturer, through 

licensing. 
The first method is usually not profitable when the market in ques

tion is highly protected by custom duties and other restrictions. 
The second and third methods might be considered undesirable when 

there are major restrictions on re-exporting capital, or when the political 
climate does not guarantee the security of investments. 

The latter method is recommended in all cases of markets where 
there is strong protection and uncertainty or where there are no financial 
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possibilities for investments. So it follows that, generally, a country with 
protected economy and with uncertain economic and political condi
tions, finds foreign companies more eager to grant licenses2 and local 
privileges. On the contrary, a country with free economy and without 
restrictions in the circulation of capital, offers favourable conditions for 
direct imports of the product or for direct investments, and so making 
licenses between purely national and foreign industries in this case 
becomes a more complex issue. This also partly explains the inter
national tendency to transfer technology increasingly via direct invest
ments instead of via patent licensing.3 Smaller companies that do not 
have enough capital for investing abroad and organized export networks 
are still, even in this case, prompt to issue licenses. 

4.2.5. In most multinational corporations, the production of know-
how takes place in one or more (but not in many) centers that are usual
ly located in the parent country. There, a large number of specialised 
scientists work together, and by cooperating with the research centers 
provided by the presumably advanced economy of the parent country, 
they design new products, improve the methods of production, watch the 
competition and the markets, study the organisation and the efficiency 
of the group and propose to the central administration alternative 
methods of policy and strategy. In other words, the «think tank» of such 
a company is usually to be found near the centre of decision-making. 

The degree of autonomy of the company's subsidiaries located in 
other countries depends on the degree of centralization of the company's 
administration, the size of the local market and on how developed the 
local environment is, where the subsidiary has been established. 

The funds provided for research, design, and development of new 
products (Figure 4.2) should be allocated4 to all subsidiaries and to 
foreign licensees who benefit from the activity of the research and 
development (R and D) group. A rational allocation of R and D funds 
to the licensees should be based on the sales of each product, after 
deducting the cost of parts and accessories coming from other licensees 
of the same company. But this should be done on the presumption that 

2. In the case of foreign subsidiaries, the license is granted by the parent company so as to 
accelerate the repatriation of capital and profits. 

3. See OECD. «Transfer of Technology by Multinational Corporations», Paris. 1977. 
4. See Arthur Andersen and Co. «Accounting for Research and Development», 1978. 
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Figure 4.2 
Allocation of R & D expenses to subsidiaries and other licensees 

Subsidiary 
A 

all licensees, without exception, have free access to the know-how 
produced by the research center of the group. These, however, are 
assumptions, that do not seem to be confirmed, for reasons of difficulties 
in accounting, of the internal policy of the group, or due to the develop
ment level of each licensee. In practice, the amortization and allocation 
of research expenses to the licensees is done in various ways, with the 
intrusion of other criteria as well (e.g., tax factors, rapid repatriation of 
invested capital etc.). In other cases, it is defined by state laws, or con
stitutes the object of negotiations between licensor and licensee. 
Rationalizing charges for trademarks is an even more complex issue, 
because in this case the product about to be charged is intangible. As a 
result, here also, the allocation of total charges is done arbitrarily. 

In conclusion, charging licensor's expenses for know-how and 
trademarks to licensees, whether the latter are third parties or sub
sidiaries of the same group, should be considered in principle as a sound 
practice. What could be disputed is the amount charged, how it is 
calculated, the possibility of each licensee to get in exchange as much 
knowledge as he requires without restrictions, as well as the freedom of 
each licensee to use the patent as desired or to modify it. Greek ex
perience on this subject is stated in further paragraphs. 
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4.3. Results of the Survey 

As mentioned in Chapter 2 (Tables 2.3 and 2.8), during the 1972-78 
periods. 376 companies located on Greek territory made 624 license 
contracts and paid royalties to 533 foreign firms. Of the Greek licensees, 
a sample was taken of 37 companies (9.8%) with 58 licenses (9.3%), 
representing 37.5% of royalties paid during the 1972-78 period by the 
whole manufacturing sector. A sample was also taken of 9 Greek firms 
not using any license. 

Subsequently, the companies were divided into 4 categories, ac
cording to the foreign participation in their share capital and to whether 
they had made licensing agreements or not, i.e.: 
1. Firms with a foreign majority shareholding. 
2. Joint ventures with a Greek majority shareholding. 
3. Purely Greek firms with licenses. 
4. Purely Greek firms without licenses. 

The reasons that led to this distinction, the questionnaire that was 
used and the whole methodology of the survey are stated in detail in 
Appendices 3 and 4. 

Below are the results of the survey, classified in groups, as defined in 
Appendix 4. 

4.3.1. Technology Transfer 

The statistical part of the survey, according to the type of company, 
is shown in Table 4.1. 

As indicated also in Table 4.1, the greater the participation of 
foreign capital in a firm, the greater the probability of its factory having 
been designed and «set up» by the foreign company. In these cases, the 
foreign firm decides on the type of mechanical equipment, orders and in
stalls the machinery, proposes and supervises the production process for 
a period of time and then finally hands over the factory to the licensee 
«with the key», according to the terms of the contract (turnkey). Purely 
Greek companies apply this method less frequently and seem more often 
to take the initiative of designing production and installing machinery 
themselves. In these cases, the know-how is provided, to a large extent, 
by the constructor of the machinery or even by suppliers of certain raw 
materials. It is often noticed, that a supplier of raw materials or semi-
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TABLE 4.1 

Answers Regarding the Transfer of Technology 

Multi
national 
subsid
iaries 

Joint 
ventures 
with a 
Greek 

majority 

Greek 
firms 

producing 
under 
license 

Greek 
firms 

without 
licenses 

This factory was constructed by the 
foreign firm (Turnkey Contract) 89% 

Acquired experience by the Greek firm is 
sufficient to allow design of a similar fac
tory 36% 

Licensed products or methods of produc
tion less advanced than those of the licen
sor's own factories 55% 

Greek firm is in a position to make 
modifications to the licensed product and/ 
or production method 38% 

Greek firms designs and develops its own 
products (also refers to goods not 
produced under license) 38% 

The license provides for the continuous 
supply of know-how 100% 

Greek firm also produces its own 
products or trademarks 44% 

Greek firm sells its own know-how 
abroad 0 

The license includes both know-how and 
trademark 66% 

43% 

43% 

43% 

43% 

31% 

64% 

54% 

70% 

0% 

100% 

100% 

57% 

00% 

57% 

0 

57% 

77% 

69% 

92% 

1 

61% 

100% 

-

100% 

1 
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finished goods tries to sell an improved type to his client and at the 
same time shows him how to increase his productivity or achieve better 
quality by using the improved types of material. 

Of great importance for the transfer of technical knowledge is the 
active participation of the Greek firm in designing and «setting up» the 
factory. The fact that the purely Greek units play a more active part in 
these processes does not mean that their factories are more advanced 
than those of the multinationals (see Table 4.1). However, it seems to in
dicate that the Greek firm's personnel, after a period of time, is more 
capable of «setting up» a similar factory without foreign technical aid, 
while the multinational's personnel is obliged or accustomed to rely on 
advice and instructions from the central services of the parent company 
when any difficulties arise. 

For the same reasons, the design, development and modification of 
products take place in a larger percentage of purely Greek firms than in 
joint ventures and subsidiaries of multinationals. In most foreign com
panies, even the slightest divergence from the original specifications must 
always be investigated and approved by the central offices. This happens 
also in cases where the subsidiary suggests certain modifications, but 
also for securing a permanent quality control and thus, in many cases, 
samples of the product are regularly sent to the parent company to un
dergo the appropriate tests. The same also happens in purely Greek 
companies, that, in addition to know-how, make use of a foreign 
trademark. In this way, the licensor tries mainly to safeguard his good 
name. 

In approximately 60% of all cases, the know-how is necessarily ac
companied by trademarks (Table 4.1), regardless whether the firm is 
Greek or not, even though in the case of a Greek majority the relevant 
knowledge is often used also for improving other products of the 
domestic company, that are not included in the license. However, inter
nationally established trademarks are not necessarily attached to all 
products of the multinationals' subsidiaries because, in 44% of the cases, 
these companies also produce goods «specially adapted to the Greek 
market»,5 with or without different trademarks. This percentage rises to 
92% in the case of purely Greek companies. 

5. In many cases, such products are of lower quality compared to the products of the parent 
company. 
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It is also stressed, that in about half the cases, the know-how import
ed through licensing is less modern than that used by the licensor's sub
sidiaries in more advanced countries. This should be expected, if we 
bear in mind the relatively low technological level of our industry and 
the fact that the Greek market, strongly protected as it is, leaves a large 
margin for low productivity and low standards. On this issue, an impor
tant role has also been played .by the relatively low standards or quality 
requirements in the Greek market. 

Licensing provides for a continuous supply of know-how for a cer
tain group of products or methods of production in all companies with 
foreign participation. As regards purely Greek companies, the percent
age reaches 69%. It must be clarified once more that, if the licensee re
quires know-how for a different group of products or technical method, 
this should be the object of another contract. 

During the survey, an effort was made to locate, beyond the sample, 
industries producing know-how inside Greece. It is worth noting that 
most persons interviewed ignored the existence of such companies, ex
cept for one or two very well-known cases. Finally, 2 such cases were 
found in the plastics branch, 2 in chemicals, 1 in electrical appliances, 3 
in electronics and 1 in metallurgy. Three of these units have sold know-
how to foreign countries. It was also ascertained that, with one excep
tion, all entrepreneurs of these units are or were engineers keenly in
terested and inclined towards the given object. Around 30% of these 
companies have already acquired such a structure that, even without the 
physical presence of the founder-entrepreneur, they will be able to con
tinue the activity of producing know-how. In 70% of these units, 
however, the very presence of the entrepreneur-engineer is vital for the 
continuation of the activity and without his presence the production of 
know-how is in danger of coming to a standstill. It is strongly stressed, 
that all these units, without exception, are 100% of Greek ownership. 
About half of the above companies cooperate in some way with foreign 
ones on matters of know-how. 

These companies produce the know-how with their own means. 
Their research is not always a full-time activity and, in most cases, it 
started by copying foreign products. Concerning the two connected 
companies that were intentionally included in the sample, one has 3 sub
sidiary companies in west European countries, 3 joint ventures in the 
Middle East and sells know-how to 14 foreign licensees. Its research and 
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production departments seem to be carefully concealed from prying eyes 
and the conditions it imposes on foreign companies for ceding its patent 
remind us, in many points, of similar clauses in contracts made by mul
tinational companies. 

Thirty-one percent of the purely Greek companies on the sample at
tach more importance to the foreign trademark than to the know-how. 
Almost all these units produce consumer goods and their main incentive 
for buying licenses is the need to cope with the competitive trademarks 
on the market. So it is marketing that interests them most, not 
technology. This mentality is noticed mainly in the sub-branches of 
cosmetics, detergents, drinks, ready-made clothes and certain electrical 
home appliances. More on these subjects are mentioned under the 
heading «Sales-Marketing» (paragraph 4.3.7). 

To confirm what has been mentioned above (paragr. 4.2) concerning 
the behaviour of the licensor companies, a difference is noticed between 
the attitude of the big units and that of the smaller ones. The mul
tinationals, with the trademark and the international sales network as 
their main bargaining weapons, guarantee that the licensee will ensure 
the commercial distribution of the product which he will produce ac
cording to the patent. This has led many Greek units to co-operate with 
multinationals for the local production of goods that bear trademarks of 
international renown, so as to cope successfully with the threat of other 
competitive trademarks, which creates dangers for their present series of 
products. So the multinationals negotiate from a position of power and 
in reality the other party faces the dilemma: 
— Either to buy the patent in order to overcome competition, accepting 

the restrictive clauses. 
— Or to reject the agreement, in which case the licensor may cede it to 

a competitor, thus aggrevating even more the company's position on 
the market. 
However, it is not the same with the smaller foreign companies. The 

negotiations with them are carried out on more equal terms, so that the 
restrictive terms in the relevant agreements are usually more lenient. Due 
to the fact that many of the smaller businesses function as family units, 
a very important factor for the strict or lax adherence to the restrictions 
and for the exchange of knowledge could be the good personal 
relationship between the heads of the two companies. This is rarer and 
less easy in the case of bureaucrats in multinationals. An additional ad-
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vantage that results indirectly from the co-operation with smaller foreign 
firms is that the probability of an eventual takeover of the Greek 
business by the foreign one is greatly reduced (see also Figure 4.2). 

According to the views expressed by executives of the companies in 
the sample, we observe certain variations in the behaviour and quality of 
know-how of the licensor firms according to their nationality. For exam
ple. USA companies often appear very open in providing all kinds of 
knowledge. Perhaps because of distance and of their large size, they feel 
that their security is not threatened by a small, remote, would-be com
petitor. In general, the American know-how is considered first class. 
German and French companies offer good-quality knowledge, but usual
ly adhere to the letter of the contract and give know-how only when and 
if requested. Some of the best collaborations have been with Belgian and 
Swedish firms, perhaps because of their relatively smaller sizes. Italian 
firms generally offer a know-how lower in quality and cost and 
specialize in producing cheap variations of German and American 
products. Most of the know-how imported from Italy came with a sup
ply of cheap Italian production machinery. Finally, Swiss firms offer first 
class know-how, they adhere to the contract and insist particularly on 
the simultaneous sale of trademarks and spare parts. Collaboration with 
Japanese companies is very rare. Up to now, the Japanese have avoided 
selling know-how because, due to their mentality, they appear especially 
meticulous and formal in their collaborations and also because 
cultivating interpersonal relationships with Japanese people is not an 
easy matter. 

Many Greek businessmen believe that, with the establishment of 
joint ventures, the foreign licensor participating in the share capital is 
more interested in the success of the joint venture than if he had only 
ceded a patent without participation. In their view, this makes the 
foreign licensors more eager to provide the joint venture with technology 
and other knowledge. Thus, there exist several examples of purely Greek 
companies that had license contracts with a number of foreign firms 
and, after many years of cooperation, went on and established sub
sidiary joint enterprises, one for each foreign company, usually with a 
Greek majority of shares, as indicated in Figure 4.3 — pattern (B). >. 

The success of such a collaboration depends on many factors, of 
which we should single out the ability and determination of the Greek 
entrepreneur to keep real control of these joint enterprises. Otherwise, he 
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Figure 4.3 
Business cooperations leading to take overs of domestic firms 

A: Initial cooperation scheme 

B: Later cooperation scheme 
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might be obliged to transfer the majority of shares to the foreign com
pany, in which case the collaboration pattern (B) runs a risk of develop
ing into (C) (Figure 4.3). More on this subject is mentioned in paragraph 
4.3.5. 

The founding of joint ventures is especially appropriate for the sur
vival of existing Greek units, when the latter wish to develop activity in 
rapidly advancing sections (e.g., pharmaceuticals, electronics). As the re
quired expenses for research and development are enormous and the 
risks are great, the joint venture ensures continual updating of the com
pany in all matters on the latest developments, while at the same time 
preventing it from becoming the multinational's competitor. The price of 
this security is, of course, greater dependence. 

On this occassion, we must stress the difference between conceding a 
patent with a license and providing technical aid. The license includes 
know-how for the production of certain articles and that is why it is 
usually accompanied by the licensee's trademark. Technical aid concerns 
methods of production and other technological knowledge, not necessari
ly connected with a certain product, nor accompanied by trademarks, so 
that by leading to the improvement of quality and productivity it rein
forces the self-sufficiency of the Greek company. For this reason, mak
ing a contract solely for technical aid is more difficult, as it presupposes 
an already advanced level of the Greek enterprise, enabling it to know 
exactly what it wants and how to ask for it. 

It is also observed that purely Greek companies with a high 
technological level, almost equal to that of developed foreign firms, have 
difficulties in making contracts solely for technical aid. The explanation 
is simple: Acquiring technical knowledge will render them capable of 
competing with foreign firms, that is why the latter impose such rigorous 
restrictions and, as a result, the other party has no interest in making 
such contracts. In these cases, either a joint venture will have to be 
founded, or the Greek firm will be obliged to specialize in a narrower 
range of products and collaborate with a foreign company producing 
supplementary goods, so as to exchange technical knowledge «on equal 
terms».6 Such cooperations always include trade agreements on matters 
concerning mutual distribution of both companies' products. 

6. e.g.. by the method of cross licensing. 
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4.3.2. Development of Domestic Suppliers 

As regards the impact of licensing in developing domestic suppliers, 
answers have been classified on Table 4.2. 

As observed on the above table, purely Greek industries have the 
tendency to obtain their materials from local sources to a greater degree 

TABLE 4.2 

Licensee Firms making Use of Domestic Local Suppliers 

— Make full use of local raw materials and 
components 

— Purchase the main bulk of their materials 
from the licensor1 

— Assign the construction of certain sub
assemblies to local subcontractors 

— Have «trained» local subcontractors 

— Use sufficient localy made machinery and 
equipment 

— Mutual subcontracting with other firms 
of the same branch 

Multi
national 
subsid
iaries 

50% 

22% 

50% 

11% 

16% 

11% 

Joint 
ventures 
with a 
Greek 

majority 

71% 

20% 

57% 

14% 

41% 

43% 

Greek 
firms 

producing 
under 
license 

77% 

21% 

54% 

20% 

40% 

20% 

Greek 
firms 

without 
licenses 

80% 

-

55% 

20% 

1. The differences between Tables 4.2 and 3.1 may be due either to not keeping certain terms of the 
contract, or to the supply of materials by third parties, appointed by the licensor. 
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than companies under foreign control. This phenomenon is due, among 
other factors, to the internal organization of the companies and their 
philosophy regarding quality and consistency. Nearly all firms voiced 
complaints against most Greek suppliers on their consistency in quality 
and delivery deadlines. Delays in delivery of materials and the probabili
ty of rejecting an order because specifications had not been properly 
kept force firms able to obtain their material from foreign suppliers to 
do so, even though the prices of the latter can be considerably higher. 
But because foreign suppliers set extended delivery dates, only well-
organized firms with long-term production plans are in a position to or
der in time. Since, as we shall soon see (par. 4.3.6), the multinationals' 
subsidiaries, as a rule, are better organized and programmed than the 
purely domestic units, they are able (and endeavour) to collaborate to a 
greater extent with suppliers from abroad. On the contrary, domestic 
firms, pressed by time, have no other solution than to turn more often to 
nearby sources for the supply of parts and raw materials. This situation 
leads all firms to a rise in the cost of production, because it either 
presupposes larger stocks, or entails delays. It is quite probable that, if 
local suppliers were more consistent, the figures in the first line of Table 
4.4 would not differ substantially from each other. 

Many foreign suppliers of raw materials and machinery grant credit 
and to this purpose are fully backed by their governments in the form of 
subsidies. Of course, this policy by countries of the EEC will be 
abolished when Greece becomes a full member of the European Com
munities. 

About 1/5 of enterprises, regardless of the degree of Greek participa
tion, obtain the main bulk of their materials from the same company 
that has granted the patent. Usually, this is a clear term of the license, 
justified by the argument that only in this way can the quality of the 
product be safeguarded and the reputation of the trademark preserved. 
This argument is often exaggerated, and, as a term, deprives local 
would-be suppliers of the oportunity to produce certain specialized parts 
and sub-assemblies. Many of these materials, however, actually come 
under particular specifications and their production locally would not be 
profitable in all cases. More important is the prohibition to modify 
designs of the patent, allowing imported parts to be replaced by local 
ones that are already being produced or could be produced cheaply. 
Usually, the reason that forces the licensee to obtain his materials from 
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the licensor is connected with capital transfers in foreign exchange, as 
most of these materials, due to particular specifications, are priced ar
bitrarily. This subject is also discussed further (par. 4.3.3). 

Another issue, independent of the firm's Greek character, is the ex
tent to which the firm assigns the production of certain accessories or 
manufacturing devices (moulds, special screws, installations etc.) to local 
subcontractors. The general tendency of all enterprises is to satisfy their 
exceptional needs as easily, cheaply and quickly as possible. For this 
reason, many local handicrafts and construction firms could become 
irreplaceable. 

Of particular importance to our research is the extent to which the 
licensor firm transfers part of the knowledge it acquires to other local 
firms, by the way of subcontracting. Refering to this subject, it has been 
noted that, in several cases, the licensor has «taught» sub-suppliers how 
to manufacture certain parts of devices. The purely Greek licensee com
panies seem to have been engaged more than other firms in training 
their subcontractors. Perhaps their weakness in programming as well as 
the inter-personal relationship factor have contributed towards this 
development. 

The mechanical equipment of almost all firms comes mainly from 
foreign countries and in the following order: Italy, Germany, France, 
America, Switzerland and from certain East European countries. The 
percentage of Greek machinery is usually restricted to installations for 
steam production, tanks, certain kinds of presses, scissors, sheet-metal 
benders, conveyor belts, electric fans and other auxiliary machinery. The 
purely Greek companies, because of more active participation in plan
ning the factory, employ more local machinery manufacturers in contrast 
to the multinationals that usually have a ready «package» of their 
designs and suppliers. The free import of machinery, though instrumen
tal in the increase of productivity, certainly did not favour their local 
production. Particularly inhibiting from this point of view was the im
port of second-class Italian machinery, often second hand but painted so 
as to look new, at such low prices, that Greek units find it unprofitable 
to produce competitive machinery. Importing cheap mechanical equip
ment from Eastern countries at dumping prices had a similar result. The 
strong protection Greek industry has been enjoying for decades made 
possible in the past the import of machinery of lower quality and 
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productivity — a practice that will necessarily stop with Greece entering 
the EEC and the abolishment of protection. 

It is also noted that many multinationals, when disappointed by local 
services, invite foreign suppliers with whom they collaborate to install 
subsidiaries in Greece in order to be more easily supplied with any 
materials needed. This could be avoided if, e.g., it were proposed to a 
local supplier to make a contract with a foreign supplier so as to 
produce the needed materials himself. Nevertheless, in such cases too, 
there have been problems of quality and consistency. 

Finally, joint venture companies appear more cooperative towards 
other enterprises of their branch, in assigning contract work. Mul
tinationals do not seem eager to entrust their own patents to a third par
ty on a non-regular basis, while purely Greek companies, on the whole, 
do not seem to have fully realized the benefits of collaboration. 

4.3.3. Financing — Investments 

Table 4.3 summarizes the answers on this subject 
Concerning the question whether collaboration with a foreign com

pany renders a firm more trustworthy to the bank, the answers are not 
unanimous. The multinationals' subsidiaries gave a fairly high percent
age of positive answers to this question, joint ventures gave a smaller 
percentage, and the purely Greek firms an even smaller one. The most 
probable explanation is that banks place more importance on available 
guarantees, which in the case of multinationale and, to a smaller degree, 
of joint ownership enterprises, are often accompanied by letters of 
guarantees, which in the case of multinationals and, to a smaller degree, 
capacity of these companies should be attributed mainly to foreign par
ticipation in their share capital (see also par. 4.2.2). 

As for the Greek companies that answered positively, most of them 
count mainly on the license's trademark and less on know-how. It can 
therefore be interpreted that banks are more willing to finance licensee 
firms, counting on the prospect of sales increase that could result from 
the use of well-established trademarks. 

The borrowing capacity of subsidiaries and joint ventures also ap
pears high, compared to that of the purely Greek firms, as well as from 
the point of view of credits or advance payments against exports that 
could be granted to them by the foreign company. Here also, foreign 
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TABLE 4.3 

Answers Concerning the Impact of Licensing 
on the Financing of Enterprises 

Multi
national 
subsid
iaries 

55% 

78% 

11% 

Joint 
ventures 
with a 
Greek 

majority 

40% 

71% 

14% 

Greek 
firms 

producing 
under 
license 

31% 

50% 

15% 

Greek 
firms 

without 
licenses 

33% 

11% 

Collaboration with a foreign firm in
creases the company's borrowing 
capacity 

Ratio of equity capital1 > 40% 

Ratio of equity capital1 < 20% 

Credit or advance payment by the 

licensor 29% 

net worth 
1. equity capital ratio = -

total assets 
Sources: ICAP, Financial statements of Greek industrial enterprises, 1977. 

Survey of enterprises. 

participation in the share capital seems to play a more important part, 
while the license is of lesser importance. 

Nearly all firms complained forcefully against the prevailing financ
ing system. Complaints concerned mainly the criteria for financing, the 
excessive guarantees required and the small proportion of working 
capital that accompanies the so called «development loans». It has also 
been mentioned many times, that banks do not understand the problems 
of industry and thus there can be no question of financing research in 
enterprises. For more on these subjects, see below (par. 4.3.8). 

Some companies, particularly subsidiaries and joint ventures, admit
ted that overpricing and underpricing take place out of the need to 
evade state restrictions on re-exporting capital and profits, but consider 
this practice quite normal. They maintain that the parent company ex
pects a return on capital of at least 20% per annum. Because the 
prevailing provisions of laws 2687 and 4171 do not allow re-exporting 
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such a percentage of profits and capital, an effort is made to cover the 
difference by royalties and overpricing. This confirms everything noted 
in paragraphs 4.2.5 and 4.3.2, namely that the level of royalties charged 
is usually determined by criteria other than the real value of the know-
how and of the trademark, and also that the insistence of certain com
panies on supplying accessories to licensees is not intended solely to 
guarantee the good quality of the product. 

It has also been maintained that, for the same reasons, (restrictions 
on exporting profits etc.) occasionally many investment projects of 
foreign companies have been suspended. The main question of the ex
ecutive committees of the parent companies is: «What will the parent 
company gain by the new investment?» In cases where the return on 
capital can be ensured without risk in various ways, the desicion is 
positive. But for companies not buying enough raw materials from the 
parent firm or not making enough exports, the problem of foreign ex
change has no safe solution and thus prospective investment projects are 
usually rejected. 

The average ratio of equity capital to total assets is about 31% for 
the whole industry. As indicated in Table 4.3, the multinationals' sub
sidiaries appear to have the best such ratio, upwards as well as 
downwards (the limits 40% and 20% were defined somewhat arbitrarily, 
but are symmetrical around the average of 31%). From the sample, 56% 
of Greek companies without licenses fluctuate around the average, while 
half of the Greek firms using licenses have a ratio greater than 40%. 
The ratio of joint ventures is not very different from that of mul
tinational subsidiaries. It seems that cooperation with foreign firms has 
favorably influenced enterprises in the use of more of their own capital 
and less borrowed capital. It is also worth noting that many 
businessmen whose firms have a high ratio of equity capital, stated with 
emphasis (and some vanity) that they reinvest their profits and use the 
enterprise with far-reaching prospects and not for temporary maximiza
tion of the profits for distribution. 

We should also bear in mind, that the acquisition of technology 
through a long-term license contract has a sure result in decision-making 
concerning export-oriented investments. Some Greek enterprises that ex
tend their business, aiming at exports, stressed that they would not have 
dared such a venture, if beforehand they had not made agreements for 
continual technical aid, because some unexpected technological develop-
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ment beyond their capability would lead to the loss of their foreign 
clients. 

4.3.4. Training of Personnel in Enterprises 

Table 4.4 classifies the results on this subject. 

TABLE 4.4 

Answers Concerning the Training of Business Personnel 

Multi- Joint Greek 
national ventures firms 
subsid- with producing 
iaries Greek under 

majority licenses 

— The foreign licensor company trained the 
licensee's personnel 78% 71% 69% 

— Frequent exchange of visits between business 
executives of licensor and licensee 89% 85% 84% 

— Use of foreign executives in key positions 67% 29% 0% 

As shown above, most license contracts provide for training of the 
Greek company's personnel by the foreign firm. This training takes 
place in various ways: 
a. By organizing seminars at the licensee's factory 
b. By training executives of the licensee company at the licensor's 

premises. 
c. By sending, from time to time, executives of the licensee company to 

receive additional training on the new developments in technology, 
management, marketing, public relations, accounting organization, 
etc. This training is usually part of the education programs for the 
licensor's executives, in which case the licensee is also offered the op
portunity to send his own executives to attend. 
Multinationals usually spend large amounts of money to find, select 

and train personnel and to create executives. They have realized that 
their success is based mainly on good programming, organization and 
management, as well as forming reliable and highly specialised person
nel. For this reason, they consider their human manpower as the primal 
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success factor of the company. Even though in Table 4.4 the proportion 
of companies that offer systematic training and exchange visits between 
executives appear comparable in multinationals, joint ventures and 
Greek companies, it must be stressed that the multinationals'1 sub
sidiaries generally carry out their training task more permanently and 
more systematically. Thus, it is not at all incidental that the most suc
cessful executives of purely Greek firms and joint ventures are usually 
former multinational employees, who acquired their experience on 
modern methods of administration and of modern ways of thinking 
while working for multinationals. 

Most purely Greek companies do not seem to have realized the im
portance of the human factor, that is why they are not particularly 
generous in expenses for training their personnel, believing that educa
tion is a duty of the state. Of course, there is nothing strange in this 
mentality, since, untili recently, our industry's low level of development 
and state protection made possible the survival of units with non-
specialized personnel, that was plentiful in the labour market. Besides, 
the relativily low level of graduates from technical and business schools 
has made the businessman cautious that if he creates high quality per
sonnel, he risks losing it later, because, due to the lack of specialists, 
some other firm would possibly make them a better offer. Notably, con
cerning the smaller units, there was the fear that, as soon as someone 
learned the job well, he would leave in order to establish his own 
business. 

The more advanced is the technology of products made by a firm 
and the more competitive the market where it operates, the more 
specialized executives it has to employ. So there is not much future for 
this mentality, which has to change as soon as possible, if local com
panies want to survive EEC competition. Fortunately, there exist striking 
exceptions of Greek businessmen in this matter. It is also noted that 
joint ownership enterprises, because of stronger connections with foreign 
firms, seem to maintain a better appreciation of the value of the human 
factor. 

From Table 4.4 it also follows that the larger the foreign participa
tion in the firm's equity capital, the more increased is the tendency of 
employing foreign personnel in key positions. Having placed foreign 
directors, however, it indirectly trains Greek executive:, who, after some 
time, replace the foreign managers. 
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Another important conclusion of the survey is that multinationals 
make a better and more systematic selection when hiring executives. 
These companies can afford to be more selective, because there is a ten
dency among the circles of scientists and specialists in general to seek 
work in a large foreign company. The reasons for this preferance are: 
a. Higher pay. On the subject of payments and other grants to 

specialised executives, the American companies rank first. 
b. Better post-graduate education: training programs, seminars abroad, 

etc. After a long-term service in a foreign company, a successful ex
ecutive becomes much sought-after in the labour market. 

c. More security. A large international enterprise is affected by hazards 
less than a small local company. 

d. Better working conditions. Multinationals usually have more comfort
able offices, are more open-handed in petty expenses and, most im
portant, more formal in relationships among the staff. They are more 
meritocratic, they allow their executives to develop their own in
itiative and their working mentality is more professional. 

e. Greek specialists who have worked for a long time abroad, try to find 
a permanent position in a similar firm of the same nationality as the 
one they worked for in the past, in order to make better use of their 
expertise and the foreign language they speak and to be in sur
roundings with a familiar mentality. 
For all these reasons, the labour market is more accessible for 

foreign companies and, together with the more systematic training and 
practice that they offer, they usually create the most capable and 
educated executives. 

Unreservedly, the most effective means of transferring know-how via 
licensing, is the education, training and retraining of Greek personnel by 
licensors. 

4.3.5. Promoting Entrepreneurial Talents 

Table 4.5 below contains the relative answers on the positive or 
negative contribution of license contracts in promoting new businessmen, 
or in discouraging the existing ones. 

As appears in the table, in our sample at least half the joint ventures 
and purely Greek companies using licenses owe their existence to the 
license itself. In other words, half the entrepreneurs stated that they 
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TABLE 4.5 

Impact of Licensing on Entrepreneurship 

Multi- Joint Greek 
national ventures firms 
subsid- with producing 
iaries Greek under 

majority licenses 

— The entrepreneur would not have started or 
would not have continued industrial activities, 
if he had not the possibility to obtain a licen
se 57% 50% 

— The company originates from take over of 
former Greek enterprises or joint ventures 55% 57% — 

— The company occasionally receives take over 
proposals from foreign firms — 33% 45% 

would not have decided to place their capital in an industrial investment, 
if they had not secured beforehand the know-how or even the trademark 
by means of a contract with a foreign company, or they would not have 
been able to continue their industrial production in cases where the en
terprise existed before the license. 

We also notice that more than half multinational subsidiaries of the 
sample were former Greek companies that had been bought off (see also 
Figure 4.2). The same can be said for the origin of joint ventures. 
Beyond that, 1/3 of the joint ventures and 45% of the purely Greek 
companies with licenses have had in the past one or more propositions 
to be taken over by foreign firms. The take over, that usually is 
proposed by the foreign firm, concerns either successful Greek units, or 
joint enterprises of Greek majority, where it has been judged that the 
Greek partner-managing director did not do his job well. On the con
trary, a Greek initiative for selling shares to foreign companies is usually 
observed in Greek units facing problems of technology, productivity and 
marketing. 

The most common reasons for the foreign firms to establish sub
sidiaries in Greece are, in order of importance: 
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a. The internal Greek market or local raw materials (see also par. 
4.2.4). 

b. The creation of a base for activities in the Middle East. In addition to 
the country's geographical position, an important role has also been 
played by the constitutional safeguarding of foreign investments 
(Laws 2687 and 4171), as well as the good name (from a political 
viewpoint) that Greece enjoys in the Arab countries. 
One of the weaknesses in most Greek enterprises is their family 

character. This characteristic which in previous stages of Greece's in
dustrial development was the motivating force of its enterprises and the 
main factor of its adaptability to the difficult phases of the Economy, 
has already been outdated and, in many cases, has become a stumbling 
block for their further development and modernization. The need for the 
family to keep its control on the company, deprives the unit of Stock 
Exchange financing and increases the ratio of borrowed capital (see also 
par. 4.3.3). In addition, the family unit is more personal and, in general, 
less meritocratic. The businessman's personal aims (see also par. 4.2.3) 
and possible family preferences, disagreements or rivalries influence their 
strategy and their way of operating, so, as a result, the enterprise is of
ten developed on irrational and unbusinesslike criteria (see also par. 
4.3.4.d). 

Beyond all this, however, the personal character of enterprises poses 
the harsh question concerning the succession of the entrepreneur, par
ticularly when there are no descendants able to do the job, or with an 
inclination towards business. Many well-founded units have disappeared 
and others are in danger of dying out, through lack of such heirs (see 
also par. 4.3.1). These firms are often more susceptible eventually to 
come under foreign control. In at least two cases, businessmen without 
heirs stated that they have given up the idea of entering into merger 
agreements with other similar units or of selling off to Greek banks. On 
the contrary, they appear to favor selling their enterprises to the foreign 
licensor firm, because, as they stated, they are satisfied with the long 
collaboration and believe that, in this way, the unit will surely avoid liq
uidation. 

Finally, the possibility of alternative (non industrial) profit-making 
investments requiring less labor, consistency and risks has created, from 
older times, in most local industrialists the desire to amortize their in
vestments as soon as possible and this mentality is preserved even when 
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the investment has been amortized. This discourages long-term planning 
and deprives the company of the necessary funds for reinvestment (see 
also par. 4.3.3) in mechanical equipment, organization, personnel train
ing and research. 

It is also worth noting that 50% of the Greek businessmen of the 
sample are engineers with specific inclinations and a keen interest in 
production, while the other half are former tradesmen (usually import
ers) or come from other professions. Success in business is also dis
tributed in equal parts, i.e. half of the particularly successful 
businessmen are former engineers. 

In conclusion, licensing contracts played a positive, catalytic role in 
the establishment of new industrial firms and the survival of existing 
ones. In many cases, however, licensing became a bridge for transferring 
control of domestic firms to foreign licensor enterprises. 

4.3.6. Organization and Management 

Concerning the impact of licensing on the organization and manage
ment of enterprises, we have the following answers (Table 4.6): 

TABLE 4.6 

Impact of Licensing on Organization and Management 

— Obviously well-organized units 

— Have made use of consultant's services 

— Use computers 

— Foreign personnel in key positions 

Multi
national 
subsid
iaries 

67% 

22% 

80% 

67% 

Joint 
ventures 
with a 
Greek 

majority 

50% 

14% 

57% 

29% 

Greek 
firms 

producing 
under 
license 

46% 

30% 

60% 

0% 

Greek 
firms 

without 
licenses 

33% 

0% 

-
0% 
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The first raw shows, for each category of firms, the percentage of 
enterprises with satisfactory organization and management. In this 
evaluation, we have borne in mind all answers given by entrepreneurs to 
the questionnaire, as well as the personal impression formed while 
visiting various sections of each company. It is possible that the subjec
tive judgement of the researcher and the short duration of the visits (3 
hours) do not describe the real situation accurately. 

At this point, we notice, that the more connections a domestic unit 
has with a foreign firm, the higher the probability of its being well-
organized. Comparing more specifically the relative percentages of firms 
without licenses to all other categories, we verify a substantial deviation 
at the expense of the former. Even though there are many exceptions, it 
has been ascertained in wider discussions also, that collaboration with 
foreign companies, especially the American and the West European 
ones, decisively helps in spreading knowledge and experience on matters 
of organization and modern management. 

Realization of the need for better organization by the firms using 
licenses is confirmed also by the proportion of companies which, from 
time to time, employ the services of private management consultants. 
Companies without licenses seem to make particularly restricted use of 
such consultants. The relatively low percentages of multinationals' sub
sidiaries and of joint ventures are explained, if we bear in mind that 
these firms draw most of their advice on such matters from the internal 
services of the foreign partner-licensor. 

The problems that management consultants are usually asked to 
solve concern the organization of accounting departments, the control of 
inventories, costing and pricing systems and sales attendance. In many 
cases, the consultants' suggestions are not implemented, either because 
they are considered unrealistic, or because they meet with the reaction 
of business executives or of the entrepreneur himself, as they require a 
change in mentality or they affect some petty interests. 

The studies mostly applied are those including the installation of a 
computer system. According to Table 4.6, approximately 2/3 of the 
companies in the sample already use some kind of electronic data 
processing. The proportion appears higher in multinationals" subsidiaries, 
a fact that should be expected, since multinationals either have ready 
software which they offer to their subsidiaries, or they often send inter
nal experts to design special systems adapted to the general system of 
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the parent company. Various international auditing companies also un
dertake to secure uniformity in the accounting systems used by com
panies with foreign participation. In this way, results of subsidiaries are 
presented in a uniform way, so that they may be aggregated in order to 
obtain a unified balance-sheet of the total group (corporate statements). 

In most Greek firms there is also a tendency to adapt their whole 
accounting system exclusively to the requirements and regulations of the 
tax authorities, regardless whether this truly portrays the company's 
financial position by business criteria. For this reason, one could main
tain unreservedly that the Greek businessman forms from his accounting 
office a distorted picture of the financial status of his business, a fact 
that does not always allow him to make the right decisions. Besides that, 
not showing the real financial situation in the company's balance-sheet 
has a negative effect on state efforts to induce more firms to enter the 
Stock Exchange. 

The family character that usually prevails in Greek enterprises has a 
special impact on their administration. As described in paragraph 4.3.5, 
Greek management tends to be highly centralized and (often) sentimen
tal. Centralization must be attributed to the tendency of Greek en
trepreneurs to retain tight control of all business functions that has its 
roots in the past, when nearly all units had the size of a handicraft 
business. Sentimentality is certainly related to the Mediterranean charac
ter of Greeks and, many times, it results in irrational decision making. 
Modern management is a result of long tradition, which does not exist in 
this country, and contacts with foreign firms act positively towards the 
change of mentality and accellerate the process of adopting a new ad
ministrative system, adapted to local conditions, though, at the same 
time, more decentralized and rational. 

Most license contracts also oblige the licensee to allow the auditing 
of his accounting books by authorized employees of the licensor, so as 
to verify the computation base for royalties (usually net sales). This 
checking often leads to suggestions adressed to the licensee, aiming at 
better book-keeping. There are, however, other stimuli from the 
collaboration of the two parties, that, not rarely, end up in a better 
organization of sales, financial services, cost control, production 
processes, procurement and inventory policies and quality control. 

127 



4.3.7. Sales and Marketing 

The direct and indirect impact of licensing on sales and marketing is 
expressed, to a certain degree, by the following indications on Table 4.7. 

It is unanimously ascertained that the license contracts have a 
positive effect on sales. The substantial improvement in the quality and 
cost of products and mainly the use of foreign trademarks (in cases 
where such a sign is used), have played a catalytic role in promoting the 
product in the local and the foreign markets. As an example, we men
tion the case of a company with a foreign majority of shares that 
originated from the take over of a formerly purely Greek unit and sells 
in the market exactly the same product with the old Greek trademark 
and with the foreign trademark, in which case its price is 20% higher. In 
spite of the higher price, the home market absorbs larger quantities of 
the product when the latter bears the foreign trademark. The explanation 
lies certainly in the lack of consumer's information regarding the 
similarity of specifications of the two products. The preference of the 

TABLE 4.7 

Impact of Licensing on Sales 

— The license greatly helped the export 
activities of the licensee 

— Licensor assisted in organising sales 
and marketing 

— The whole commercial activity is con
ducted by the licensor 

— The license includes export restrictions 

— License exports > 50% of his produc
tion 

— License exports > 30% of his produc
tion 

Multi
national 
subsid
iaries 

100% 

-

11% 

90% 

22% 

33% 

Joint 
ventures 
with a 
Greek 

majority 

100% 

29% 

14% 

83% 

17% 

29% 

Greek 
firms 

producing 
under 
license 

100% 

36% 

15% 

66% 

16% 

31% 

Greek 
firms 

without 
licenses 

-

-

-
-

0 

22% 
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Greek buyer for foreign trademarks, however, expresses a deeper doubt 
concerning the standards and the quality control of Greek industrial un
its. 

The activity, however, that has benefited substantially from licensing 
contracts is exports. It would be impossible for many products to be 
sold abroad, had it not been for the foreign trademark or some other 
certificate of quality from the licensor firm. At public calls for bids, in 
the Middle East countries mainly, one of the requirements is usually a 
test certificate by international or national Institutes of Standardization. 
As ELOT (the Hellenic Organization for Standardization) is not yet 
ready to grant such certificates, the Greek companies are obliged to ob
tain theirs from the licensors, of from foreign institutes. But in free inter
national trade, also, the foreign potential buyer demands well-known 
trademarks, that have been established after many years of promotion 
and are supported by wide distribution and sales networks. This lies 
beyond the possibilities of the great majority of Greek companies, which 
find a solution to the problem by buying the rights to use trademarks of 
international reputation. 

In addition to the sales increase, however, which is due to the effect 
of the foreign certificate or trademark, collaboration with foreign firms, 
in many cases, has helped organize the whole marketing system of ap
proximately 1/3 of purely Greek firms and joint ventures. Most of these 
firms produce mainly consumer's goods, whose production is relatively 
easy, while they face special difficulties in getting sold. For this reason, 
in consumer goods, the royalties are relatively high and concern mainly 
the use of the foreign trademark. 

In some, cases, the Greek licensee firm simply produces the goods, 
while the foreign licensor undertakes their promotion and distribution. In 
such cases, subsidiaries or joint ventures export the larger part of the 
production to the foreign parent company, who does the rest. Purely 
Greek companies produce and distribute their goods in the local market 
while the licensor has a special independent office in the country taking 
care of the whole marketing campaign. In such an arrangement, the 
promotion expenses are either paid wholly by the licensor, or the Greek 
unit sometimes participates with a royalty in drachmas, as a percentage 
on sales. 

Certain multinationals' subsidiaries are in fact distribution centers for 
the product of the parent company. In Greece, they produce a small 
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portion of these products (a production that mainly consists of assembl
ing imported parts) and at the same time they import and sell many 
more products of the parent company. In these cases, the importance of 
local manufacturing activities is rather marginal, while their main reason 
of existence is promoting the group's sales in the Greek market or even 
in the Middle East. 

When the license grants a right to use the trademark, it always im
poses restrictions on exports. This does not necessarily mean prohibi
tion, but «direction» of exports. In other words, what, how much and 
when each subsidiary or each licensee shall export is a decision made by 
the licensor and derives from his central plan for satisfying the needs of 
the market internationally. Restrictions on exports are imposed even 
when no trademark has been granted. In cases of technical aid, however, 
these restrictions are less stringent and rarer. Consequently, the mul
tinationals' subsidiaries are more restricted in their sales than joint own
ership companies, while purely Greek units have the least binding terms 
(see Table 4.7). 

Finally, a further indication that multinationals are mainly interested 
in the Greek market (see par. 4.3.5.a and 4.2.4) is offered by the last 
two figures on Table 4.7. The relative contribution of export oriented u-
nits under license does not lead to the conclusion that the multinational 
subsidiaries' interest for exports is essentially higher than that of joint 
ventures and of purely Greek companies. As for Greek firms not using 
licenses, their reduced activity in exports should be due, among other 
things, to the absence of products with foreign trademarks. 

4.3.8. Impact on Local Research, Design and Development of Products 

Although this subject has been presented at length in paragraph 
4.3.1, it is useful to state here some further observations and thoughts 
resulting from the survey of enterprises. 

As mentioned in paragraph 4.3.1 it is not realistic to expect an in
dustrial enterprise to take up research, design and development of 
original products systematically, if beforehand it has not raised its 
technological level to such a point, as to approach the level of advanced 
international firms of its branch. If its technological level is very low, 
then licensing would be its best choice. If, however, by developing, it 
manages to become almost internationally competitive, then its 
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possibilities for making contracts for technical aid are drastically 
reduced or they involve rigorous restrictions. Pressures for taking over 
the firm or annihilating it by other similar companies increase, and 
sooner or later, it will face the dilemma of either being absorbed by a 
multinational corporation or of developing its own research activity, 
thus continuing to be competitive and therefore autonomous. 

It is difficult to foresee how many Greek units will reach this stage 
in the future. For the time being, Greek industry is going fhrough its ap
prenticeship and is trying to assimilate knowledge concerning methods 
of production. Research for new original products and methods is a 
future stage for Greek industry. Nevertheless, it is believed that the sec
tions currently open to local research are: 
a. Satisfying special needs of the local market. 
b. Making the best use of local raw materials and energy with special 

characteristics. 
c. Adapting foreign techological know-how to Greek needs and data. 
d. Specializing in certain branches that do not particularly interest large 

foreign companies. 
e. Creating cheaper variations of certain goods produced by industrially 

advanced countries, with an aim to export to less developed countries. 
Concerning the above, it is worth noting that we are referring to the 

Greek industry as a whole. Striking exceptions of ingenious inventors 
may also appear (they even exist today). But the 2 or 3 exceptions do 
not represent the general level of industry, which is what interests us. 

As already stated (paragraph 4.1.2) technology and know-how in 
general may originate from tradition, research and development, 
specialized experts and cooperation with foreign firms. Tradition of 
course is created with time, as a result of all other sources of knowledge 
and we could state, generally speaking, that it is still absent from Greek 
industry. Research and Development in enterprises is still undeveloped, 
though it is anticipated that it will become more systematic in a later 
stage. 

Research in the country's Higher Education Institutions and 
Research Institutes has not contributed considerably to the whole en
deavour for industrial development. Summarizing the answers given by 
the companies' representatives, we end up with the following con
clusions: 
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A. Higher Educational Institutions 

AU persons questioned, answered unanimously that, in their opinion, 
our country's universities are cut off from the industrial world. They 
operate in their own sphere of elitism and do not show interest (but for 
a few exceptions) in issues of an applied nature, such as solving the 
problems of enterprises. The general impression that prevails as regards 
the greater part of the academic world is that its members are more in
terested in self-advertisement and in striving for further appointments, 
than in devoting themselves to their main job. In the past, many firms 
sought help from the universities, in an effort to cope with particular dif
ficulties. However, most of them were finally disappointed by the 
bureaucratic way in which the professors treated them and by the indif
ference of all competent parties. But even in the few cases where there 
had been some collaboration, many firms were given the impression that 
they had to teach rather than to be taught. Even though in every 
collaboration each side has something to learn from the other, in our 
case the industry seem to think that for them the results were negative. 
Only this can explain the fact that those who did try usually did not 
make other attempts to collaborate with universities. On the other hand, 
there are some exceptions, concerning persons from the universities who 
occupy themselves part-time with industrial problems. But this kind of 
collaboration has a private character, is informal and does not form part 
of a program of cooperation between universities and industry, neither 
does it express a general tendency in this direction. However, it should 
also be stressed that most Greek companies are not suitably organized 
so as to make proper use of the research potential in various institutes 
and universities. 

B. Research Institutes 

Even though some of the above observations hold true also for the 
country's Research Institutes (particularly their isolation from economic 
life), the fact stressed most during the interviews was the lack of branch 
research centers and organizations. It is believed that many of the 
problems faced by a group of similar companies could be studied in 
specialized centers. Some steps towards this aim, which were taken in 
the past by certain branch organizations (e.g., Federation of Plastics In
dustries) at their own initiative, had no results up to date. 

132 



Approximately 3/5 of the firms questioned were unaware of the role 
played by the «Ministry of Research and Technology», operating as the 
central coordinating service for research in our country. Few of those 
who had heard about it were informed of its means and aims, but all of 
them believed that the same wrong policy is followed in this field as it 
has been followed in other activities in the past: an effort to gather all 
decisions concerning research in a central bureaucratic service cut off 
from action. The prevailing opinion is that certain branches of industry 
'should be encouraged to create their own research centers and that the 
possibility of any state intervention in these centers must be minimized. 

C. Private Enterprises Conducting Studies and Measurements 

Recently, new firms have appeared, substituting to some degree the 
state's inadequacy in the fields of studies, standardization and measure
ments. Up to date, the results of these units seem to be encouraging, 
while their existence and development confirm the fact that the private 
sector is gradually becoming aware of the need to face certain problems 
more earnestly, in contrast to the state, which has not yet been alerted. 

It should be noted nevertheless, that even in the business world, the 
necessity for research has not yet become the conviction of either 
businessmen or executives. It is the mentality of many units to face the 
price increase of the production factors with a corresponding increase on 
the price of the product and not with an effort to lower the cost — an 
attitude that would create and strengthen a tendency towards a more 
systematic study of the company's various activities. An increase in the 
price of the product is an easy solution, but it will not be possible when 
state protection is abolished. Thus, in the future, those firms that wish to 
survive will have to recycle their profits to a greater degree, so as to in
crease productivity and in order to manufacture new, cheaper goods of 
better quality. 

In conclusion, licensing, among other things, fills the gaps created by 
the lack of research infrastructure. We cannot conclude that, in this stage 
of development of our industry, it competes with the efforts for 
promoting domestic research. What really happens by the use of foreign 
know-how, is a rapid rise in the level of industrial enterprises, a fact that 
results in widening the gap that separates them from the universities and 
the state's research centers. If the standard of these other parties does 
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ιοί also make a timely improvement, they will not be able to provide the 
services required of them by enterprises in the years to come. 

Finally, experience of the past leads to the conclusion that oc
casional efforts towards research on an enterprise level should be expect
ed mainly from purely Greek companies or from certain joint ventures 
with a Greek majority of shares. The multinationals' subsidiaries have 
secured their continual supply of up-to-date information on matters of 
know-how and it is rather improbable for them to become very active as 
regards research within Greece. 

4.3.9. The «Environment» of Enterprises 

The meaning of the word «environment» is defined in paragraph 
4.1.2. It is obvious that the advancement of one sector of the economy 
is connected to the development of all other branches which it influences 
and by which it is influenced. Therefore, if we had an appropriate 
economic, social and cultural model and we fed it with the data from all 
other branches, it could determine accurately all the basic characteristics 
of the industrial sector. 

Similarly, it should follow that the environment of the industrial en
terprises has a direct impact on selecting, concluding and implementing 
licensing contracts in the best possible way. In addition to what has 
been mentioned about the research units, the following inhibiting factors, 
as shown in interviews, have been noted briefly below: 
a. A main obstacle for the best selection and satisfactory application of 

licensing is the relatively low level of Greek education. By the term 
«education», we refer not only to formal schooling or post-graduate 
studies that produce a semi-informed human potential, but also to 
the realization of certain social values such as collaboration, 
professionalism, consistency etc. 

b. The lack of political determination in implementing economic 
development plans and particularly in laying out a consistent in
dustrial policy based on deliberations with all involved parties 
(manufacturers, trade unions etc.) without contradictions and sur
prises that disrupt the companies' plans and create a climate of in
security that discourages productive investments. 

c. Centralization, inadequacy and lack of coordination in the public 
services, leading to delays and the enactment of «leveling» measures, 
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favoring short term thinking enterprises and damaging the more 
productive ones. More specifically, there has been mentioned the 
need to modernize the Ministry of Industry's department responsible 
for the approval of royalties, as well as the joint committee deciding 
on the same matters. The function of the above authorities is ex
plained and commented on below (par. 5.2.3) 

d. The way public calls for bids are carried out. All enterprises believe 
that the criteria for choosing the lowest bidder are the lowest price 
quoted and bribery — not quality. The development of whole 
branches has been delayed temporarily or has been stopped because 
of wrong decisions in public procurement or due to motives of self-
interest. Under these conditions, many Italian firms have lately 
taken part in public calls for bids, applying new illegitimate 
methods. 

e. The low quality requirements of the majority of consumers — a fact 
due to poverty in the past and the lack of consumer education. The 
same phenomenon is also noticed among businessmen. 

f. The development-impeding character of the financing system, that 
does not favor modernization and innovation, that demands ex
cessive guarantees, that does not issue loans on a meritocratic basis, 
that does not exercise proper control on the way industrial loans are 
used, that does not encourage research, that finances trade via in
dustry, that favors imports instead of local production etc. 

g. The complex and time-consuming systems of state incentives, that 
are not even applied correctly. 

h. The absence of national standards concerning the quality of certain 
products, industrial pollution, safety of work etc. The (justified) in
ability of ELOT7 to issue quality labels and quality certificates 
usually causes problems to enterprises, obliging them to seek foreign 
support. 

i. The lack of appropriate schools to teach modern business ad
ministration. 

j . A labor market with a noted lack of middle and upper level business 
executives. This problem appears particularly acute at regional level. 

7. ELOT: Hellenic Standards Organisation 
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k. The absence of an effective procedure for granting industrial proper
ty rights and of appropriate legislation, for safeguarding inventions. 
This subject is discussed at length in paragraph 5.2.2. 

I. The lack of a basic industrial infrastructure in areas where many in
dustries are established or are encouraged to be established, 

m. The unsatisfactory manner in which the basic services of water-
supply, drainage, electricity, transportation and telecommunications 
are provided, 

n. The lack of adequate auxiliary services, such as repair workshops, 
technical construction offices, consultants for designing factories and 
studying industrial problems etc. 
We could add many more drawbacks to those already mentioned, 

that directly or indirectly cause problems concerning the appropriate 
selection and use of licenses. It should be noted, however, that the 
higher the technology we want to acquire, the higher should be the level 
of auxiliary services connected with the industry. Undoubtedly, modern
ization of the State is the number one prerequisite for maximizing 
benefits from licensing and for accellerating industrial development of 
the country. 

4.4. Conclusions 

Contrary to the first three chapters, in which the analysis was based 
on bibliography and the existing statistics, in Chapter 4 we have tried to 
answer various questions after coming in direct contact with the 
business world. So we have created a sample of 46 enterprises, of which 
37 have made a total of 58 licenses and the remaining 9 operate without 
any license. The conclusions derived from visiting these units are sum
marized below: 

1. Large international companies prefer ceding production rights to 
other units, when production of their goods in another country is 
judged to be more profitable than a direct local investment, or the 
transportation and. selling of goods produced in the parent factories. 
The basic criteria for such a decision are the maximization of 
profits, the minimization of risks, coping with competition, overcom
ing local trade restrictions etc. 

2. The smaller licensor companies decide to cede rights because, usual
ly, they do not have enough capital for direct investments and 
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because they are not in a position to maintain extensive marketing 
networks internationally. 

3. Royalties do not usually mirror the «fair» participation of the licen
see in the amortization of expenses for research and development (R 
and D) by the licensor, but are determined by other criteria. The 
most usual criterion is the maximization of their revenues in foreign 
exchange deriving from licensing. This appears even more sharply in 
the cases where the license accompanies a direct foreign investment, 
in which case the royalties complete the repatriation of the sub
sidiary's profits. 

4. In many cases, the purchase of a license from a smaller licensor 
company (instead of a multinational) is accompanied by more 
favorable terms of collaboration. 

5. Cooperation between licensor and licensee is not restricted only to 
the transfer of technology or the ceding of a trademark, but is 
usually extended de facto to other activities also, such as organiza
tion and management, personnel training, cost and quality control 
and marketing. 

6. The opportunity of making licensing contracts has created many 
businessmen in our country and has helped others to survive. In 
many cases, collaboration with a foreign firm through licensing 
leads to the founding of joint ventures. Such small companies often 
end up under the control of the foreign firm, directly or indirectly. 
Thus, more than half the multinationals* subsidiaries of our sample 
came into existence after buying off Greek firms. 

7. The more a local enterprise approaches international standards, 
from the view of technology and competitiveness, the less eager are 
foreign companies to offer it their know-how. In these cases, Greek 
firms are obliged to intensify research and to proceed to agreements 
on the exchange of know-how. Smaller-sized foreign companies are 
usually more prompt for this kind of collaboration. 

8. Very few Greek companies produce know-how in a systematic man
ner. Even less are the firms having sold know-how abroad. In these 
cases, the Greek companies impose in their relevant contracts the 
well-known practice of royalties and other restrictive terms. 

9. The know-how that entered our country recently concerned mainly 
methods of production. There were no contracts concerning exhange 
of know-how for research, design or development of new products. 
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10. One third of the firms represented in the sample counts more on the 
trademark than on the know-how of the license (this is mainly the 
case of companies producing consumer goods). The use of a 
trademark is always accompanied by restrictions concerning ex
ports. For this reason, the highest contractual restrictions regarding 
sales are imposed on multinationals' subsidiaries, while the purely 
Greek companies are usually less restricted in their sales policies. 

11. There are no indications that licensing has helped in the develop
ment of local suppliers-subcontractors. In general, the more a unit is 
under foreign control, the less it tends to buy materials from local 
subcontractors. The same holds true regarding the use of Greek-
made machinery. 

12. The existence of a license does not considerably improve the 
borrowing capacity of local enterprises. The most decisive factor for 
this is the extent to which foreign capital participates. In addition, 
the ratio of equity capital to total assets is usually more favorable in 
companies with a foreign majority of shares. 

13. Of crucial importance is the contribution of licensing in professional 
training and retraining of the licensee's personnel. The employment 
of foreign executives in key positions is in inverse proportion to the 
Greek participation in share capital. The same holds for the degree 
of the personnel training by the local firm itself. 

14. The closer the collaboration with foreign companies, the higher the 
standard of organization and management in the local firm. 

15. The effect of licensing on sales in the local market and on exports 
was also positive. The use of internationally established trademarks 
was mainly responsible for this, even more than the use of foreign 
know-how (see also conclusion 10). 

16. Many export oriented investments owe their existence to the firms' 
having secured continual technical aid and long-term licensing. 

17. The industrial, as well as the wider «environment» of enterprises has 
had a negative impact, from many aspects, on the proper use of im
ported know-how. Specifically, the notion prevails that Universities 
and Research Institutes are cut off from industry and cases of them 
cooperating with enterprises are rare. 
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CHAPTER 5 

LEGAL FRAMEWORK 

5.1. Introduction 

5.1.1. For a better understanding of the interconnection between the 
various terms used in this chapter, Figure 5.1 has been designed and 
we should pause and study it for a while. 

Let us assume that a trademark is created, a new product or a new 
method of production is designed. Whoever possesses at least one of the 
above intagible assets, usually attempts to protect it by legal means thus 
forestalling the possibilility of a competitor doing the same and depriving 
him of the right to use it. By protecting it, he becomes the owner of a 
patent or a trademark with legal rights. One of these is, in many cases,1 

the owner's right to cede, under certain conditions, some or all the rights 
from a patent or trademark to a third party. The transfer is usually 
made by licensing contracts, in which all terms regarding payments and 
use of the ceded rights are clearly specified. The written laws, as well as 
the case law existing at national and international level, regulate matters 
that have to do (see Figure 5.1) with protection (1), the way rights 
should be exerted (2) in order to prevent the patentee from abusing his 
dominant position to a degree that would considerably affect competi
tion in the relevant market. Legislation is also concerned with certain 
clauses (4) by which the ceding of patent rights takes place (3), mainly 
in cases where free competition is falsified or when harm is done to 
public health or security and national defence. The terms of payment are 
often submitted to the competent authorities for approval, mainly on 
matters concerning the outflow of foreign currency. 

1. For certain inventions, transferring exclusive rights becomes obligatory by law (e.g. Law 
4325/1963. according to which, inventions pertaining to national defense can be transferred 
compulsorily and exclusively to the Ministry of National Defense). 
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5.1.2. As we have seen in Chapter 3, most licensing agreements include 
a series of restrictive clauses referring to the way in which the licensee 
will use the ceded knowledge and trademarks. These restrictions are 
justified by the need to protect the owner of the know-how or the 
trademark from ill-use of the ceded rights, in which case he is at risk of 
spoiling his good reputation or raising competition at his expense. But 
though this claim seems reasonable at first, in practice there is a tend
ency to impose such terms so as to secure the monopolistic position of 
the licensor, to keep the licensee fully dependent on the licensor's spare 
parts and raw materials (which are priced in a way not easy to control) 
and to deprive him of all incentives to improve the product or method of 
production and make himself technologically self-sufficient. In this way, 
his technological dependence on the licensor continues forever. All the 
above lead to monopolistic conditions in favor of the licensor. For this 
reason, the legislation set by the various states or by international 
aggreements has provided for regulations allowing the licensor to enjoy 
the benefits he is entitled to from a new invention he has made or from 
a tradename he has established and is maintaining — but with the limita
tion that the protection does not create serious obstacles in free competi
tion and the technological development of other enterprises. These provi
sions are included in the general framework concerning the protection of 
industrial property. 

5.1.3. Industrial and commercial activity has three components defining 
it and distinguishing it from all other similar activities: the tradename, 
the distinctive title and the trademark. The tradename concerns the en
trepreneur himself or the business, while the distinctive title refers to the 
shop or establishment and the trademark is a characteristic of the enter
prises" products. 

The rights and protection granted by law to these three components 
of commercial and industrial activity, together with the rights and 
protection related to industrial invention and protection against unfair 
competition, constitute the so-called industrial property. 

Below are mentioned briefly the ways in which Greek and EEC laws 
protect the trademark and the industrial invention, as well as how the 
main international agreements have dealt with the matter. 
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5.2. Greek Legislation 

5.2.1. Trademarks 

According to Greek legislation2 (Emergency Law 1998/1939), a 
trademark is any sign used for defining the origin of products of a cer
tain industrial agricultural or animal-breeding firm, as well as the trade 
objects of a certain commercial enterprise. 

From this legal definition we conclude that the trademark's aim is to 
determine the product's origin from a certain industrial or commercial 
enterprise. In the first case, it is called a manufacturing trademark (mar
que de fabrique, Fabrikmarke), whereas in the second case we speak of 
a commercial trademark (marque de commerce, Handelsmarke). The 
distinction is solely theoretical and has no practical value. The legislation 
on trademarks is applied in the same way for both cases. 

The trademark has three main advantages: 
— Distinctiveness, indicating immediately the source of the product. 
— The trademark must be new so as not to be confused with any other 

registered trademark of the same product. 
— The trademark must not transgress public order or moral principles. 

Internationally there are two distinct procedural systems for 
awarding a trademark right: 
a. The system of public use (French system), according to which the 

right is obtained by the person who first used the trademark. 
b. The system of filing a petition (German system), in which the right is 

acquired by the person who first deposited the trademark at the com
petent state service. 
Today, almost all countries, including Greece, have established the 

petition system (Emergency Law 1998/1939). 
In order to deposit a trademark, the person interested files a petition 

to the Ministry of Commerce, Trademarks Department. The petition is 
examined by administrative law courts for trademarks (first instance and 
appelate) and if the trademark fills the legal conditions, it is accepted, 
otherwise it is rejected. 

Finally, a summary of the relevant decision is published in the 

2. See list of laws on industrial property in Appendix 5. 
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Bulletin of Commercial and Industrial Property, which is part of the Of 
ficial Gazette. As soon as a trademark is accepted, it is considered 
«registered» from the day the petition was submitted. Protection of the 
trademark ensures its owner certain rights, such as: 
1. The exclusive right to place the trademark on the goods he produces. 
2. The exclusive right (that can also be bequeathed by a will to heirs) to 

transfer the trademark to a third person. 
Greek legislation grants civil law and criminal law protection to the 

holder of the trademark.3 The trademark is valid for ten years, though it 
can be extended for another decade, if the interested party submits a 
petition in time. So, in practical terms, the trademark can be valid for an 
indefinite period of time. 

In Greece, the Trademarks* service of the Ministry of Commerce 
receives petitions at an average of 11.000 trademarks per year. Approx
imately half of them are Greek, though in the past the proportion of 
foreign trademarks was considerably higher. It is compulsory for the 
petition to be filed by a lawyer. The Trademark Service has indexes for 
finding the trademark by pictorial description, or from the first two let
ters of its name and it investigates whether the trademark bears any 
similarity to a previous one. The proposed trademarks are exhibited on 
notice boards and pinned up for a few weeks, so that those lawyers in
terested may check possible similarities with other trademarks. After 
that, a day of hearing is fixed at a special law court for trademarks. 
This service informs the law court about relative trademarks for it to 
judge whether possible similarities may mislead consumers, in which 
case the court either accepts the trademark or rejects it. 

5.2.2. Industrial Invention 

In Greece, industrial invention is regulated by Law 2527/1920 «on 
patents». This law does not give a definition on industrial invention, but 
specifies that: 

«exclusive rights, limited as to time, under the name of «patents» 
are granted to new inventions applicable in industry». 

The necessary conditions for granting a patent are the following 
three: 

3. For more details, see Stathatos N.G. «Matters of Commercial Law», Athens. 1974. 
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— The industrial invention should be new. 
— It should be applicable in industry. 
— It should not have an illegal or immoral character. 
The first condition is the most important. According to the above 

law, inventions are not considered new, if at the time of the petition for 
the patent they are well-known in Greece or have been described in 
publications or in drawings that can be found in Greece, so as to allow 
practical application by a person with special knowlegde. 

An inventor wishing to obtain a patent, must file a petition to the 
Ministry of Research and Technology. 

The main features of the protection of inventions are the following: 
a. The right of possessing a patent is acquired by the person who first 

claims the invention. 
b. Patents are granted for inventions either of new products or of new 

methods of production or both, with the exception of those concern
ing ready-made pharmaceutical products. The protection of the 
production processes of pharmaceutical products is acknowledged by 
the Greek case law. The relevant law courts of the country, having 
interpreted subsequent provisions of laws and decrees concerning the 
non-acknowledgement of patents on pharmaceuticals, judged that the 
prohibition referred only to the product itself and not to its method of 
manufacture. 

c. Patents are valid for 15 years, beginning from the day after the inven
tor filed his petition. There is no law provision concerning possible 
extention. Thus, the validity of patents is limited to 15 years, contrary 
to the trademark right, where the beneficiary can apply for an exten
tion every ten years and, consequently, the right is of unlimited dura
tion. 

d. The rights deriving from the patent constitute an object of ownership. 
The patentee may grant to others the ownership or even the right to 
use his invention. In cases of imitation, the compensation or royalties 
are determined by the courts of law. 

e. Three years after granting the patent, or four years after the petition 
was filed, anyone interested may apply to the law courts for com
pulsory permission to use the patent, if one of the following reasons 
exists: 
1. If the invention has not been the object of industrial production in 

Greece. 
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2. If exploitation of the invention inside the country is not sufficient 
to satisfy the demand for the product. 

3. If production of the object of the invention within the country is 
impeded by the import of the protected product, or the product 
that is produced by the protected method. 

The compulsory license for use is not granted if the patentee 
justifiably explains the non sufficient exploitation. Import of the 
product is no justification. 

f. The Minister of Research and Technology may order the granting of 
permissions for compulsory exploitation concerning any invention of 
common good to the public or concerning public health. This decision 
should be fully justified and can be issued at any time during the 
«life» of a patent. 

g. Forfeiture of the right to the patent occurs when the granting of per
missions for obligatory exploitation is not sufficient to prevent abuse 
of dominant position. Anyway, no legal action for forfeiture or 
revocation of the patent can be made before two years have elapsed, 
starting from the granting of the first permission for compulsory ex
ploitation. 

h. Infringement of a patent incurs civil and criminal law sanctions. 
The weak point of Greek legislation is that the patents are granted 

without prior investigation of their contents by a state service, so as to 
verify whether the invention is really new and applicable. In other 
words, patents in Greece are granted «on the responsibility of the 
petitioner» and without a state guarantee. 

As the rules of procedure for granting the patent consist only in ex
amining the requirements of the law and do not investigate whether the 
invention actually fulfils what the inventor maintains, third persons who 
might wish to negotiate with the inventor and wishing to exploit the in
vention, should not rely on the patent but should examine the invention 
themselves, in order to find out if it is really new and what it has to of
fer. As we shall see further on, in more developed countries, thorough 
investigations are made before the patent is granted. The fact that this 
requires serious administrative infrastructure is perhaps the main reason 
for not yet establishing such an investigation in Greece. 

It is also worth noting that the exclusive right on the patent is not 
valid for a third person who, when the petition is being filed, is already 
using the invention in Greece, «in good faith», or has made the 
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necessary preparations to use it. This stipulation, which is widely applied 
in Italy, mainly on pharmaceutical products, could be also used ap
propriately in Greece for protecting local production. There is no infor
mation available on whether this was possible in Greece in the past, as 
the regular law courts do not communicate their decisions on the subject 
to the Ministry of Research and Technology. 

Approximately 2800 patents are granted every year in Greece — half 
of them of foreign origin. There exists no information on how many of 
these inventions are eventually applied in industry. It is presumed, 
however, that Greek patents, which usually refer to small devices or 
even imaginary inventions (a fact that should be expected, as there is no 
real control on whether the idea is new or applicable), very rarely end 
up in industrial production (perhaps under 1%). 

Before granting a patent, a 12-month deadline is given, with observ
ance of priority. During this period, if the claimed invention is disputed 
as being a copy of a foreign invention (a usual case), then what counts 
is the date of establishing it in the foreign country. After the time limit is 
over, a patent may be disputed only through the law courts. The number 
of patents disputed in court is not known, neither do we have informa
tion about court decisions exempting industries that already apply a cer
tain method of production in good faith, while someone else is acting in 
order to safeguard it. 

5.2.3. Official Examination of Licensing Contracts 

In Greece, official examination of licensing contracts made between 
Greek and foreign firms is substantially limited only to the amount of 
royalties exported in the form of foreign exchange. Specifically, when the 
interested Greek licensee company applies to the Bank of Greece for ap
proving the exportation of foreign exchange concerning owed royalties, 
the Bank requests it to produce an opinion from the Ministry of In
dustry (or the Ministry of National Economy, in the case of foreign in-
vestements anticipated by Laws 2687/53, 4171/61 and 159/75). Firms 
governed by the above laws, prefer to apply to the Ministry of National 
Economy, because, according to regulations on foreign investments, they 
enjoy tax exemptions. In other cases, however, they prefer to apply to 
the Ministry of Industry, because the procedure there is less time-
consuming. 
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a. The Ministry of National Economy Procedure 

This is the procedure by which approximately 2/3 of the total 
amount of royalties are approved. According to Law 159/75, that 
modified Law 4171/61, those firms governed by Laws 4171 and 2687 
can apply to the Ministry of National Economy and specifically to the 
committee mentioned in Law 2687, for the approval of the payment of 
royalties abroad. This committee has twelve members and consists of 
high ranking officials, such as general secretaries from the ministries of 
National Economy and Industry, the Rector of the Technical University 
of Athens, General Directors etc. 

Even though, when submitting its petition, the interested firm is re
quired to produce various supporting documents which indicate the an
ticipated usefulness of the license in Greek Economy, nevertheless, the 
main criterion for the approval of royalties is still the minimization of 
the direct outflow of foreign currency. Typical is the fact that royalties 
are mainly approved on the basis of their foreign currency involvement, 
whille payments in drachmas of whatever amount do not seem to be of 
particular interest to the committee. 

Another point taken into account for the official approval of the 
licensing contracts is the possibility of exporting the goods to be 
produced by the suggested method of production, presicely because ex
ports lead to the inflow of foreign exchange. 

Other factors, such as domestic added value, the obligation to 
purchase semi-finished goods from the licensor etc. are also taken into 
account, but not systematically, nor are they determining factors. There 
exists no appropriate infrastructure that would permit to compare the 
level of royalties with what is accepted internationally and there is no 
control mechanism either, so as to verify the authenticity of submitted 
contracts. 

Finally, there is no collaboration for the substantial evaluation of 
contracts with other services such as the Ministry of Industry, the 
Ministry of Research and Technology, or the Technical Chamber of 
Greece. 

b. The Ministry of Industry Procedure 

Until recently, all interested Greek companies, without exception, 
could apply to the Ministry of Industry seeking approval for paying 
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royalties in foreign currency. The procedure of the Ministry of Industry 
was based on Law 4444/1964 and Ministerial Decree 57135/14.3.1978. 
This decree determined the level of royalties according to the product's 
added value, the foreign exchange from probable exports, the domestic 
raw materials used, technology, the possible involvement of a trademark 
and the approved period of time (first, second and third five-year 
period). A control was also made on payments in foreign exchange for 
studies concerning industrial problems, as well as for the fees of experts 
called in. 

Since January 1st 1981, the Minister of Industry abolished the above 
control procedure and notified the Bank of Greece that, in future, the 
Ministry will not grant approvals, leaving the whole matter of foreign ex
change approval to the jurisdiction of the Bank of Greece. 

In addition to Greece's conventional obligation to release the current 
payments to the EEC in foreign exchange as from 1.1.81, the grounds 
for the decision were that the control procedure greatly delayed enter
prises in their decisions and that the control was of no real use to 
anyone, as enterprises have many other ways of exporting foreign 
currency, while the competent service of the Ministry of Industry lacked 
the necessary infrastructure to evaluate contracts substantially. 

By this new state of affairs, those enterprises not ruled by Laws 
2687 and 4171 (in which cases they seek approval from the Ministry of 
National Economy), apply for approval to the Bank of Greece, which 
then investigates the requested level of royalties, with that of similar con
tracts approved in the past4 as the main criterion. 

5.2.4. Government Support of Noteworthy Inventions 

In the Ministry of Industry, a committee has been formed for the 
Evaluation of Research Projects, Inventions and Devices. Patentees 
wishing to be financed, may submit an application for this purpose. A 
special task force, operating in EOMMEX (Hellenic Organization for 
Small and Medium Size Enterprises) during the last four years, evaluates 
the inventions of those interested and submits to the above committee its 

4. It should be noted that the new Law 1962/82 issued after this study was completed, 
makes a provision for all royalty payments to be approved by a unified procedure at the new 
Ministry of National Economy. 
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deductions concerning the degree of importance of the invention. If the 
committee decides, that the invention is noteworthy, then the inventors 
may get a bank loan without real property collateral and with the 
guarantee of the Greek state, in order to apply the invention in industry. 
Usually, guarantees are up to two million drachmas, but in rare cases a 
guarantee may be given for larger amounts also. The financing is done 
by the Special Handicraft Fund (Decree 197 of the Monetary Commit
tee), at a relatively low interest rate. 

During the last four years, approximately 120 petitions have been 
submitted and the Committee has granted 35 approvals for bank loans. 
Even though there is no explicit information on how many of these in
ventions were eventually financed, it seems nevertheless that banks are 
not satisfied with just the state guarantee but also require real property 
collateral. So it is unknown whether there has in fact been any financing 
based on the committee's decisions. 

5.2.5. Protection of Free Competition 

Concerning certain terms with which the rights to a patent or 
trademark are granted, it is possible to apply the provisions of Law 
703/1977 «on the control of monopolies and oligopolies and the protec
tion of free competition», in those cases where the existence of a 
privileged enterprise creates problems in the market, as well as in 
production, technological development, investments and resources. 

Specifically, Law 703/1977 prohibits contractual agreements be
tween enterprises, whose object or result is: 
a. The direct or indirect determination of buying or selling prices or 

other terms of business transactions. 
b. The restriction or control of production, distribution, technological 

development or investments. 
c. The sharing of markets or sources of supply. 
d. The application in the market of unequal terms for equal services in a 

way impeding free competition and mainly the unjustified refusal to 
sell, buy, or enter into any other transaction. 

e. The dependence of contract-making on whether the contracting par
ties shall accept additional concessions, which, by their nature or ac
cording to trade practices, are not connected to the object of these 
contracts. 
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In such cases, the law prohibits abuse of dominant position of cer
tain firms. In order to apply the law, a «Committee for Protecting 
Market Competition» has been established in the Ministry of Commerce. 
This committee decides whether the charges made against the violation 
of Law 703/77 are justified and it has jurisdiction to impose the legal 
penalties. These services have been active since the end of 1979 and 
have intervened in 12 cases up to now, having also given their opinion 
on a considerably larger number of contracts, which the enterprises 
themselves submitted for the committee to consent, before implementing 
certain contracts. Some of these cases concern licensing agreements, 
which could impede free competitiom. 

5.3. Community Law and Industrial Property 

5.3.1. General Facts 

According to Article 3, Paragraph f of the Treaty of Rome, the EEC 
shall create a system to ensure that terms of competition within the 
Common Market shall not be distorted. The application of this system is 
based on Articles 85-94 of the Treaty. Articles 85-90 include regulations 
on competition, applicable in enterprises. 
— Article 85 prohibits, as incompatible with the principles of the Com

mon Market, any agreements, decisions or practices that could in
fluence free trade between member states, and whose aim or result is 
to impede, limit or falsify competition within the Common Market. 
Every such agreement or decision is declared void. It may however 
be exempted, if it contributes to technology or economic develop
ment, or improves conditions in the production and distribution of 
goods. 

— Article 86 prohibits all abuse of dominant position within the Com
mon Market or in a large part of it, if this abuse influences trade be
tween member states. 

— Articles 87-90 of the Treaty deal with additional or auxiliary regula
tions referring to the above. 
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5.3.2. Protection of Industrial Property within the EEC5 

The existence of rights originating from industrial or commercial 
property protected by national laws in each state member, creates dif
ficult problems in the EEC legislation on competition. Firstly, there is 
always a clash between systems granting monopolistic rights and 
systems aiming at maintaining and encouraging free competition. For 
example, the patentee has the right, for a number of years, to prevent 
others from using his invention or to distribute in the market goods 
manufactured by the same process. He also has the possibility to 
transfer his rights to others, either by assigning them directly, or by 
granting a license for the manufacture, use or sale of his patented inven
tion, usually by reimbursement of royalties and the application of certain 

. conditions. This right can be exerted in various ways. The patentee may 
grant the licensee an exclusive license, forbiding the licensor to exercise 
the rights that originate from it, or a license exempting all other persons 
but the licensor, or even an exclusive lisence allowing the licensor to 
compete with the licensee as well as to grant licenses to other licensees 
also. The patentee may also cede the patent to someone, on condition 
the product be manufactured and sold only in a pre-determined 
geographical area whereas, at the same time, he may have ceded the 
right to third parties too, for exploitation in other areas. It is clear that 
the existence and application of such rights of industrial and commercial 
property may restrict competition. Thus, the legislative systems dealing 
with the rules of competition face difficulties in their effort to define to 
what degree the rights originating from industrial property can be ap
plied legally, without imposing unjustified restrictions on free competi
tion. 

Precisely these difficulties appear with particular intensity in the 
Common Market. Aim of the Community is to extend to its whole area 
the conditions prevailling in a national market. The main feature of a 
national market on matters of industrial property is that products legally 
found in one part of a national territory usually cannot be prevented 
from circulating also in other parts of this territory. But within the Com
munity area, the national character of the rights on industrial property 

5. For a more extensive analysis of the subject, see Bellamy C. and Child G.D. «Common 
Market Law of Competition», Sweet & Maxwell, Oxford, 1973. 
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may often create obstacles to the free circulation of goods. Each mem
ber state protects a certain right within its territory and decides 
independently which acts constitute a violation of that right. The owner 
of a right, within a national area, is often in a position to exercise the 
right awarded to him by the national legislation, to prevent the import of 
products similar to those protected by the right. If, for instance, 
someone holds a patent in Italy and Greece, based on the Greek 
national law, he can prevent the patented goods from being imported in 
Greece, if these goods have been produced in Italy. Usually two condi
tions create particular difficulties within the framework of Community 
Legislation. The first is when the right in question belongs to different 
persons in each member state, usually as a result of licensing. The sec
ond is when the right in question is under protection in one member 
state but not in another. 

In such cases, the patentee in one member-state may exercise his 
right to prevent importation in this country of products circulating legal
ly in other member countries, even when these products have been 
manufactured in other member countries by the same holder of the right 
or by a joint venture enterprise or by a licensee. Consequently, backed 
by the national laws, the patentee may prevent imports and segment the 
Common Market on the basis of national borders. 

For coping with such problems, the system of «Community Patent» 
has been created, which is described further down (paragraph 5.3.4). 
Finally, it is stressed, that efforts are being made for developing a uni
fied Code, that will regulate matters of patent licensing in the whole 
Community area. 

5.3.3. Community Case Law 

The subject of patents is complex by its nature, because, as already 
mentioned, whereas on one hand protection should be granted to in
dustrial property, on the other hand the circulation of goods between the 
member states should not be obstructed. The matter becomes even more 
complex by the fact that patents are protected by national legislations 
but, at the same time, according to Article 222 of the Treaty of Rome, 
«the Treaty shall not violate regulations determining the system of own
ership (therefore industrial also) in each member state». 
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The European Court (EC) has been asked to give solutions to 
several cases6 where the national systems for protecting industrial 
property caused obstruction to the free circulation of goods between 
member states. In these cases, the European Court relied on the fact 
that, although the Treaty of Rome does not ignore the existence of 
national rights on the subject of industrial property «per se», several arti
cles of the Treaty contend against such use of rights, that aims at the 
restriction of exports and imports among member states. The European 
Court based its relevant decisions not only upon Articles 85-90 of the 
Treaty, but also on Articles 30-36 that refer precisely to safeguarding 
the free circulation of goods. 

The principles laid down by these decisions of the European Court 
could be summarised as follows: 
a. Where, as a result of agreements (or assignments), rights have been 

ceded to various persons in various states for the use of the same 
trademark, Article 85, Paragraph 1 is applicable in those agreements 
(or assignments) that would grant the right to each of the holders of 
the rights to rely on the national legislation of the country he belongs 
to, with the aim to prevent the import or export to other Community 
countries of products with the same trademark, produced by holders 
of the right in other member states. The same goes for copyrights. 

b. Exercising rights for patents, trademarks and copyrights may conflict 
with Article 86 of the Treaty, if (i) the enterprise exercising the rights 
has a dominant position in the Common Market or in a large part of 
it, (ii) the right is applied in an abusive manner and (iii) trade between 
member states risks being impeded for this reason. 

c. The mere exercise of a patent right deriving from a national legisla
tion does not transgress Article 85 Paragraph 1, if no special contract 
has been made on the subject. In the same way, the mere exercise of 
such a right does not necessarily contravene Article 86 or regulations 
concerning the free circulation of goods. 
Specifically, for each case of interest to us, the attitude of the Euro

pean Commission is as follows: 

6. Grundig-Consten case, Sirena-Eda case. Deutsche Gramophon-Metro case etc. 
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a. Patent licensing and licensing agreements 

There are various sources from which one can be led to conclusions 
concerning the manner of applying Article 85, Paragraph 1 in the cases 
of patent licensing and licensing agreements. 

On December 4,1962, the European Commission issued a declara
tion known as «Patent Notice» (see Appendix 6), which specifies those 
terms in licensing contracts that do not clash with Article 85 Paragraph 
1. This declaration refers only to the case of one licensor and one licen
see. For cases of many licensees as well as reciprocal licensing, there ex
ist no precise instructions. Another source of instructions is the so-called 
«Guide pratique» of 1962. It is stressed, however that the instructions in
cluded in the «Patent Notice» and the «Guide Pratique» are not binding, 
nor do they prejudge eventual law-court decrees. Useful instructions can 
also be extracted from studying the Commission's decisions on the cases 
of the following companies: Burroughs-Geha, Burroughs-Delaplanque, 
Raymond and Davidson Rubber. 

There are, finally, the agreements «On European Patents» and «On 
Community Patents», whose regulations establish a common procedure 
and substantial legislation in countries that have signed the agreements. 
Greece has also signed these agreements, so she will have to adapt its 
present laws to the above procedures and legislation. Paragraph 5.3.4 
deals with the subject of European and Community patents. 

b. Trademarks 

The «Patent Notice» declaration did not concern the agreements on 
trademarks transfer but we should consider that, where similarities ap
pear, the principles set in the declaration for patents are applied 
correspondingly for trademarks also. Various decisions of the European 
Commission (cases Grundig-Consten, Sirena, Deutsche Gramophon etc.) 
have created a case law on the rules of ceding trademarks. 

c. Know-how agreements 

The European Commission has not yet formed a definite opinion on 
know-how agreements. Up to a point, the «Patent Notice» principles 
should be considered applicable in these cases also. In general, the Com-
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mission believes that terms prohibiting the transfer of know-how to thirc 
parties or its use after the agreement has expired do not contravene Ar 
ticle 85, Paragraph 1. In any case, restrictions in the use of know-how 
can be valid only for as long as the know-how has not become widely 
known. 

5.3.4. European and Community Patents 

In order to strengthen cooperation between European countries as 
regards the protection of inventions and in order to create a uniform 
procedure for granting patents ruled by uniform regulations, the member 
states of the EEC, as well as Jugoslavia, Switzerland, Sweden, Norway, 
Finland, Spain, Portugal and Turkey, signed an agreement on 5.10.1973, 
founding a European Patent Organization. 

This organization has its seat in Munich and grants the so-called 
European patents that have the same validity and come under the same 
jurisdiction as the national patents granted by those countries having 
signed the agreement. European patents are granted for new inventions 
that are applicable to industry. In order to grant such patents, the Euro
pean Patents Office thoroughly investigates whether the invention about 
to be protected is new, original and industrially applicable. European 
patents are valid for 20 years. 

Interested parties can file their petition either directly to the Euro
pean Office in Munich or through the national authorities, if the national 
legislation provides for it. In Greece, there does not yet exist such a 
legal provision. The country has signed the agreement together with 
others, but has not yet ratified it, while it has made an exception for the 
protection of pharmaceuticals and food stuffs. 

The European Patent Office began operating in May 1979, receiving 
petitions for a number of technological branches. It is anticipated that, 
in a period of five years, it will gradually cover all areas of technology. 

In 1976, the member states of the EEC, on their effort to give a u-
nified and independent validity to European patents, decided to establish 
a Community system of patents that will help fulfill the aims of the Trea
ty of Rome and abolish within the Community falsification of competi
tion, that might result from the principle of territoriality of national 
rights for the protection of inventions. 
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The agreement establishes a common law system that will rule Euro
pean patents which are granted to at least one member state of the 
EEC. Thus, when a European patent has been granted to one member 
state of the EEC, then it shall be of necessity valid for all member states 
of the EEC and shall be called Community Patent.7 

According to the agreement, a Community patentee undertakes the 
obligation not to obstruct the trade of goods manufactured under this 
patent in the member states of the EEC. Thus, a Community patentee 
cannot prevent another member state from importing the same product, 
except in the case of imitations manufactured without his approval. If 
the goods are imported from third countries, then the right to prevent 
imports shall be interpreted on the strength of Article 85, Paragraph 1. 

Here, a problem arises from the fact that, in Greece, there is no sub
stantial investigation on whether the proposed invention is new and in
dustrially applicable before granting national patents. Thus, it is possible 
for a petition rejected by the European Office to be accepted in Greece. 
In such a case, an appeal to the European Court is justified on the 
grounds of violation of Article 85, Paragraph 1 and this may result in 
abolishing any restriction concerning import of the product. 

For such contradictions to be removed and for the Greek legislation 
on patents to be modernised, a special working group has been set up at 
the Ministry of Commerce, to propose the necessary legal regulations. 
The suggestions made by the group have been submitted to the compe
tent services, but no decision has yet been made (April 1981). 

The agreement concerning Community Patents has not yet been 
ratified by all member states (e.g. Italy, Greece) and consequently has 
not been enforced. It is stressed, nevertheless, that in each country the 
substantial and formal prerequisites for the protection of patents shall be 
determined according to the national legislation. The Community has 
not anticipated the obligation for national legislations to assume a uni
fied character. Thus, each country has a right to apply its own provi
sions, which, however, shall be equally valid for national and for Com
munity patents. 

Finally, efforts are being made to establish a Community 
Trademark. This scheme is still in its initial stages. Written opinions 

7. See Ministry of Coordination. General Directorate SE and EK. «Derivative Community 
Law - Agreement concerning the Community Patents». Athens. 1979. 
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have been submitted by the member states, but for the time being no 
final plan has been approved. 

5.4. Current International Trends in Reviewing Procedures of 
Technology Transfer 

International trade is usually carried out within a frame of regula
tions, established by international practice and legislation. This order of 
things varies according to the type of transaction, the geographic area it 
concerns and the time period it refers to. In this respect, the inter
national transfer of technological knowledge does not differ from any 
other trade transaction. «Importation» of know-how for one country is 
simultaneously «exportation» for another and, consequently, measures 
imposed on these transactions have a direct impact on the interests of 
the transactors. 

Though it may seem strange, it is a fact that, in spite of the great 
development of the international technology market in the last 15-20 
years, there exists no universally accepted framework for the transfer of 
technology. For precisely this reason, in the last 5-10 years a procedure 
has been initiated by the United Nations to create a Technology 
Transfer Code.8 This procedure has already reached an advanced stage, 
though it does not seem to be leading to unanimously accepted and ap
plicable suggestions in the near future. It is certain, though, that this ef
fort will influence more or less the future transfer of know-how. 

It has been agreed, in general, that a Technology Transfer Code 
should have two basic aims: 
a. To define specific and generally accepted rules, that will ensure fair 

and reasonable terms for the transfer of technology. 
b. To provide, nationally or internationally, the appropriate mechanisms 

8. Similar, though less systematic, efforts are made by other international bodies (e.g. EEC, 
OECD) within the general scope for reinforcing free competition, international transfer of capital 
etc. Additionaly, the «World Intellectual Property Organization» (WIPO) has designed a legal 
framework for transferring patents to countries under development. Greece is a member of 
WIPO and therefore is obliged to respect certain general rules of WIPO, even though participa
tion of a country in this organization does not imply that, if it wishes, it cannot apply its own 
national laws on this subject. Besides, WIPO's main aim is to protect industrial property and not 
to create an appropriate framework for the transfer of know-how. 
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that will guarantee the application of the Technology Transfer Code. 
(T.T.C.). 
In order that the first aim of the T.T.C, may be fulfilled, an impor

tant point should be agreed upon: What exactly constitutes a fair and 
reasonable term of technology transfer. Here, the main point of con
troversy consists in the restrictive terms that are usually included in the 
licensing contracts. For the second aim of the T.T.C, to be fulfilled, an 
international agreement should be made on the legal nature, the precise 
form and the implementation mechanisms of the T.T.C.—matters that 
are difficult to be unanimously agreed upon, since the interests of the 
licensor (usually an industrially developed country) are contrary to the 
interests of the licensee (usually a developing country). It is noticed 
however, that sooner or later, a compromise will be achieved, since the 
industrially developed countries also seem ready for certain concessions, 
while the developing ones, on the other hand, do not appear eager to 
continue accepting today's system of technology transfer. 

The United Nations' initiative to establish a T.T.C, started from the 
efforts of the member states (on a national level) to revise today's 
system of know-how transfer. For this reason, the United Nations ac
cepted and in many cases widened the orientations of national legisla
tions on know-how transfer that could be more broadly applied. As 
mentioned before, at the present stage, the United Nations have adopted 
these directives without yet having applied them in practice by means of 
a Technology Transfer Code. However, this does not prevent a country 
from forming a system of know-how transfer in accordance with the 
directives of the United Nations, using as a model the national legisla
tion of other countries on this subject. 

Since the work of the United Nations on reviewing the international 
system of know-how transfer has not been concluded and since a 
national system for the transfer of know-how can be adopted, regardless 
of the advancement made on an international level, it is perhaps more 
useful for us to present in brief the main points in the legislation of 
various developing countries on the relative subjects, instead of analys
ing the general directives of the United Nations. 

The survey that follows, certainly does not exhaust the subject and 
has to be fragmentary. Since, however, it refers to basic terms of know-
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how transfer, precisely where the great controversy exists, it presents the 
current trends, which are sure to influence the future transfer of know-
how. 

In the national legislation of several developing, but also industrially 
developed countries, there exist, among others, the following special 
regulations concerning patent and trademark licensing: 
— No licensing agreements (LA) are allowed if they include terms that: 

1. Restrict the licensee's efforts towards research and development 
(Spain, Argentina, Canada). 

2. Oblige the licensee to buy his material inputs either from the licen
sor or from a supplier appointed by the licensor (Mexico, Coun
tries of the Andean Pact,9 Argentina, Brazil, Spain, India, Ger
many, U.S.A.). 

3. Restrict the licensee's exports wholly or partially (Argentina, 
Brazil, Japan, Mexico, USA, Spain, EEC). 

4. Compel payment of a minimum amount of royalties (India, 
Spain). 

5. Impose automatic concession by the licensee to the licensor of all 
improvements which the licensee has incurred to the original 
know-how (Argentina, Mexico, Brazil, Spain, countries of the An
dean Pact, EEC, Germany, Japan, USA). 

6. Forbid the licensee from using, after the LA has expired, the 
know-how he acquired through the LA (Argentina, Brazil, India, 
USA, Germany). 

— The duration of the LA must be finite, e.g. in India the limit is 5 
years, whereas in Turkey the lowest limit is 5 and the highest 15 
years. 

— The tax rates concerning royalties are the same as those for profits 
(Argentina). 

— Payment of royalties between parent and subsidiary enterprises is not 
allowed (India, Brazil, Spain, countries of the Andean Pact). 

— Computation of royalties is based on the domestic added value and 
not on the sales value (Argentina, India, Brazil, Spain). 

9. The countries of the Andean Pact are: Bolivia, Chile, Colombia, Equador, Peru, 
Venezuela. 
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— The LAs should include a minimum amount of specific information, 
such as detailed information on the value of each element of the LA 
that is transferred to the licensee, the duration of the LA etc. (Argen
tina, countries of the Andean Pact, Spain). 

— Creation of special services for checking the price and cost of 
technology that is transferred through LA (Algeria, Argentina, Brazil, 
India, Mexico, Paraguay, countries of the Andean Pact, Germany, 
Japan, USA). 
In cases where the licensing agreement concerns exclusively the 

granting of a foreign trademark, the following are applied: 
— Payments of royalties between parent and subsidiary companies are 

not allowed (Argentina, Brazil, India, N. Korea, Mexico, Countries of 
the Andean Pact, Spain). In the exceptional cases when it is allowed 
for trademarks to be paid for in royalties, these royalties should not 
exceed 1% of the sales' value (Mexico, Argentina, Brazil). 

— The trademarks must be of a fixed duration (e.g., in Mexico, the 
maximum duration is ten years, whereas in Brazil and Argentina the 
maximum duration is the same as that of patent licenses). 

— Trademarks are not allowed on pharmaceutical products. The partial 
abolition of trademarks on pharmaceutical products has already been 
applied in India, Brazil, Pakistan, Sri-Lanka, while in the USA and 
Afghanistan it is compulsory to write on packaging the generic name 
of the pharmaceutical product in the same lettering as the trademark. 

— Enterprises using LA and foreign trademarks must give to their 
products a national trademark, in addition to the foreign trademark. 
This measure is compulsory in Mexico and optional in Brazil and 
Colombia. Similar measures are applied in Argentina. 
After briefly presenting the experience of several countries with a 

development level more or less comparable to ours, it results that the 
general tendencies concerning the creation of a system for the inter
national transfer of know-how are the following: 
a. Creation of an appropriate legal framework, clearly determining the 

obligations and rights of each licensor and licensee. 
b. An effort, on a national level (as such an effort would be particularly 

difficult on an individual level, e.g. by a single licensee) to limit 
restrictive terms in transfer of know-how agreements. 

c. Adoption of measures and creation of mechanisms towards a more 
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rational evaluation of the price and cost of a patent or trademark 
license, 

d. An effort, on an international level, to create a Code of Conduct for 
the Transfer of Technology. 
Finally, it should be added that the success of these efforts must not 

be evaluated with the aim of minimizing the outflow of foreign exchange, 
as the direct cost of LAs in foreign exchange is relatively small. In
somuch as these efforts prove successful they will have a decisive impact 
on the general technological development of a country and will con
tribute greatly towards a better utilisation of its own resources. 

5.5 Conclusions 

In this chapter we have briefly presented the existing legislation, the 
way in which it is enforced and the various procedures for protecting in
ventions and trademarks, as well as their concession to third parties 
through licensing. The above have been described separately for Greece, 
for the EEC and for a wider international space. The main conclusions 
deriving from what has been mentioned on the subject are the following: 
1. In Greece, as well as internationally, the terms agreed on in licenses 

constitute an object of legal protection, insomuch as they help im
prove technology, competitiveness of enterprises, national defense and 
general economic and social progress. At the same time, however, 
they are subject to legal interference when they restrict competition 
or violate international agreements. 

2. In Greece, the official procedure for granting patents does not include 
substantial investigation of whether the inventions are new and ap
plicable in industry. Therefore, the existing regime does not actually 
safeguard the inventor and thus has to be radically reviewed. 

.3. There is no specific community legislation on the restrictive terms in
cluded in licenses, except for general guidelines. Explicit legal regula
tions have been formed only in connection with the Community Pat
ent, which, however, has not yet been ratified by all member states. 
Nevertheless, there exists a relatively large case law on the subject by 
the European Court. 

4. Greece has adopted the European and the Community patent 
systems which, when applied in practice, will help decisively to erase 
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many weak points of the Greek patent system. With the Community 
Patent: 
a. Protection will be granted on equal terms to foreign and Greek 

patents, always based on national legislation. There will be an ex
ception for a 15-year period, concerning pharmaceutical products 
and certain food products. 

b. It will not be possible, in general, to prohibit imports from other 
member states of goods produced by the same license in other 
member states. 

5. The official license reviewing procedure for approving the level of 
royalties applied by the Ministries of Coordination and Industry,10 as 
well as the Bank of Greece, mainly aim at minimizing the direct out
flow of foreign exchange. No systematic evaluation of contracts is 
made from other aspects, nor is any comparison made with the level 
of royalties for relative products in foreign countries. There is a lack 
of a national policy on matters of technology, by which policy cer
tain contracts should have been evaluated as more desirable than 
others, according to their technological contents and the wider 
benefits they might entail. 

6. In the future, EEC regulations will not allow to impose restrictions 
on the level of royalties, with criteria of minimizing the outflow of 
foreign exhange. Official review of the terms agreed upon in the 
various licensing contracts could be made with the aim of protecting 
free competition, free trading of goods and according to international 
practices. 

7. In Greece, provision has been made for incentives comprising a 
favorable, state guaranteed, financing of worthwhile inventions. 
However, this incentive has had no real results, because cooperation 
of the banks has not been secured. 

8. Current international trends, mainly on the part of developing coun
tries, towards revising the existing practices in technology transfer, 
seem to lead to the creation of a «Technology Transfer Code». But 
since no possibility of creating such a code of general acceptance is 
in sight for the near future, several countries formed an appropriate 
legal framework, with the main aim of defining strictly the rights and 

10. Now Ministry of National Economy. 
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obligations of licensors and licensees and reducing possible negative 
effects stemming from practices curently followed in the international 
transfer of know-how. 
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CHAPTER 6 

CONCLUSIONS AND RECOMMENDATIONS 

6.1. Conclusions 

In the previous chapters we examined the subject of licensing, 
theoretically as well as empirically, both on an international and a 
national level. Besides reviewing the Greek bibliography and making use 
of all available Greek information, we have also interviewed businessmen 
and visited a considerable number of enterprises that have been applying 
the licensing practice for years. Finally, we made a thorough reference 
to the legal framework concerning licensing agreements in Greece, the 
EEC and on a wider international level. 

At the end of each chapter we have cited the conclusions that derive 
from it. In order to complete the picture formed by these conclusions, 
we have studied their mutual influence and, eventually, the results 
assumed the following form: 

1. The lack of industrial tradition and systematic research-design-
development of new products in Greece render licensing and foreign 
technical aid the primary channels for acquiring know-how. 

2. The know-how channelled into Greece concerns mainly methods of 
production. Cases of collaboration between Greek and foreign enter
prises for the mutual exchange of knowledge on matters of design
ing and developing new products and new methods do not really ex
ist. 

3. Most licensing contracts also include concession of trademarks. It is 
estimated that approximately 1/3 of the Greek licensee firms1 are 
more interested in the trademark of the license than in the know-
how involved. It is estimated that more than half of total royalties 
paid abroad concerns rights on the use of trademarks. 

1. These are mainly firms producing consumer goods. 
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4. Greek manufacturing firms make licensing contracts mainly with 
German, American, French, Swiss and British companies. 76% of 
all foreign licensor firms are based in the above countries. It is 
worth noting the relative absence of Japanese know-how. 

5. The degree of interconnection between Greek and foreign enterprises 
varies broadly from branch to branch. It is high in the branches of 
chemicals, electric machines, plastics, rubber and metal products, 
whereas the branches of woodwork, food processing and textiles 
have a low interconnection. In many branches, the interconnection 
centers on a small number of large Greek enterprises, which means 
that we have licensing on a level of enterprises rather than on a 
branch level. 

6. The level of royalties in each contract is not determined by its 
technological contents. From the licensor's point of view, the main 
criterion for determining the level of royalties is the maximization of 
profits. In cases where there is a combination of licensing and 
foreign investment (over 25% of the number of firms and 67% of 
payments), the main object of royalties is the repatriation of the 
parent company's imported capital and profits. 

7. In cases of foreign subsidiaries, the transfer of know-how is usually 
a matter kept within the group and technology is not diffused more 
widely. For Greek licensee firms collaboration with smaller foreign 
firms is often easier and more free. 

8. Know-how is not limited merely to technological matters. It has 
been attested that, in practice, licensing has considerably helped 
Greek enterprises to improve other activities of theirs also. Exports, 
organization, management, quality and cost control, as well as the 
capital structure of enterprises are sections that have benefited con
siderably from licensing. The largest contribution of such collabora
tions, however, concerned specialization and training of personnel of 
the Greek companies. 

9. On the other hand, licensing is not noted to have contributed 
positively towards the advancement of subcontracting in Greece or 
towards promoting sattelite small and medium size enterprises or 
improving the borrowing capacity of Greek firms. 

10. Licensing helped create new enterprises and saved certain firms 
from decline. However, it led many worthy Greek companies under 
foreign control or dependence and, due to the lack of official in-
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dustrial development plans, it played its part in distorting the struc
ture of Greek industry. 

11. Licensing involves the acceptance by the licensee of serious restric
tive terms. The more important restrictions usually concern exports 
as well as the inflow of raw materials and semi-finished goods. Even 
though the total sum of royalties paid by Greek companies is small 
(0.37 of the manufacturing product in 1978) the impact of the often 
onerous restrictions imposed by licensors played a definite role in 
the structure and development of certain industrial branches. 

12. The more developed a Greek company is, the stronger its bargain
ing power during contract negotiations. But since competitive Greek 
firms are often a threat to the local markets of the multinationals, 
the latter usually show less eagerness in granting know-how without 
serious binding terms. In these cases, it is preferable for Greek firms 
to collaborate «on more equal terms» with smaller foreign com
panies. 

13. Until recently, the official approval of licensing contracts was a task 
of the Ministries of Industry and Coordination, which had in view 
the minimization of foreign currency outflow and did not go into a 
systematic analysis of the cost-benefits for the economy. After full 
accession to the EEC, no restrictions in foreign exchange for 
royalties will be allowed in the countries of the Community. Restric
tive terms in contracts will only be officially rejected in so far as 
they hamper free competition and free circulation of goods or 
violate international agreements and internationally accepted prac
tices. 

14. The impact of the wider economic environment on the use of licens
ing has been negative. We mention specifically the deficient protec
tion of industrial inventions in Greece, the low level of research, 
education and personnel training, the absence of national standards 
etc. 

15. An important inflow of know-how to Greece is realized through 
technical aid agreements, though this is limited to a small number of 
large companies. In 1978, the level of payments for foreign know-
how reached 20% of total payments for royalties. 

16. The know-how, in at least half the cases, is inferior to that used by 
the licensor in his subsidiaries that are located in more advanced 
countries. 
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A general conclusion to be drawn from the above is that licensing 
had a positive impact on the development of many Greek firms, at the 
cost of a greater dependence on foreign decision-making centers and the 
irrational development of certain industrial branches. 

6.2. Needed Measures 

As mentioned in Chapter 4 (paragraph 4.3.8), it is difficult to foresee 
when and how many Greek industrial firms will reach a level of 
technological maturity. As long as today's stage of «apprenticeship» con
tinues, licensing and foreign technical aid will constitute the main chan
nels for supplying Greece with technology Having accepted this, we are 
proposing a series of measures stated below, with the following aims: 
a. To create conditions for better exploitation of the advantages of 

licensing and for limiting the negative effects of the restrictive terms 
included in contracts. 

b. To create conditions for a selective development of the domestic 
research, design and manufacture of new original products and 
methods of production and for the promotion of local trademarks. 
The suggested measures have been divided into two groups. Those 

addressed to enterprises and those concerning the mechanism of the 
state. 

6.2.1. Measures to be taken by Industry 

Though in the business world the prevailing opinion is that «the 
businessman knows his business better than anyone else», Greece's lack 
of studies on the subject of licensing and of relevant information leads to 
the belief that, if not all, at least some businessmen could benefit from 
the following general guidelines: -
a. Enterprises should make a more extensive research of the inter

national market to find sources of technology and tradermarks. 
Recourse to the few well-known international firms is not always the 
best solution. After examining a larger number of offers by foreign 
firms, they acquire more knowledge on the available technology — a 
fact that strengthens their bargaining power and ensures more 
beneficial terms in the licensing contracts. 
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b. Domestic enterprises should generally hold a hard line during 
negotiations with foreign firms, mainly when they are more interested 
in technology than in the trademark. They should bear in mind that 
whoever already possesses some technology, usualy has the possibili
ty to sell it at any price offered him, because he reckons on redeem
ing the cost of developing his technology, by selling the goods he 
manufactures himself. They should also realize that the foreign com
pany is not always in an advantageous position just because it 
possesses the know-how, because, usually, other competitor firms 
also possess a similar know-how. 

c. The smaller foreign firms often show greater interest in offering 
know-how and trademarks and are more flexible in cooperation (see 
Chapter 4). In these cases, promoting personal relations on the level 
of businessmen and executives may prove particularly constructive. 

d. In order to obtain information about the existing sources of know-
how, Greek companies may apply to the Chambers of Commerce 
and Industry, to foreign embassies, as well as to the Documentation 
Centers of ELKEPA and EOMMEX, or to certain private companies 
that have been established for this reason and which have annexes in 
Athens. Those firms interested in doing sub-contracting may also 
contact the sub-contracting center of UNIDO in Vienna. 

e. Many advantages in all fields of business activity, especially in the ac
quisition and development of technology, may result from the 
cooperations or mergers of Greek units. Cooperations and mergers 
will constitute in future the key to the survival and development of 
many domestic enterprises. Cooperations may start from a common 
exporting effort and even reach the point of establishing branch 
workshops for testing and quality control. 

f. Greek enterprises must insist on making full use of the facilities that 
foreign companies have for training and specializing their personnel. 
Creating executives with knowledge and experience is the best invest
ment for Greek firms, helping them to make better use of the benefits 
of licensing. 

g. Those Greek firms believing that they have reached a technological 
level almost equal to that of developed countries, could examine the 
possibility of collaborating «on equal terms» with similar foreign com
panies producing similar or supplementary goods. Such a collabora
tion could lead to the foundation of subsidiary joint venture com-
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panies, to the exchange of patents and trademarks (cross licensing) to 
the mutual trading of products etc. 

h. Exclusive dealings with only one foreign company is not always the 
best solution. Licensing with more foreign companies simultaneously 
lessens dependence of the Greek firm and obliges the foreign licensor 
to be more cautious in his demands, 

i. In many cases, the foreign licensor demands to be paid a fixed 
amount for the first year of the licensing period, independently of the 
sales realized by the Greek company. Such terms should not be ac
cepted because, in almost all cases, they end up against the interests 
of the Greek company. 

j . Greek enterprises should begin negotiations with the foreign firms, 
suggesting a pre-designed draft contract of their own. This is a 
method usually applied by foreign firms for obvious reasons (see also 
below, paragraph 6.2.2.c). 

k. For bargaining reasons, it is advisable for Greek companies to bring 
up to foreign licensors, according to the case, the legal and ad
ministrative restrictions that prevail in Greece, so as to achieve better 
terms in contracts. 

6.2.2. Government Measures 

As we have seen in Chapters 3 and 4, the deveiopmem of licensing 
possibilities is connected to numerous factors in such a way that it can
not be dealt with as an isolated subject. The whole framework and 
structure of our industry, the efficiency of the public sector, the level of 
education, the general mentality of the people, the existence or absence 
of industrial development plans, tax policy and other factors influence, 
directly or indirectly, the result of collaboration between Greek and 
foreign companies. For this reason, the suggestions that follow intend to 
deal with the problem of licensing development in a global way. 

A necessary prerequisite, however, for achieving any result, is to 
draw up and strictly adhere to a positive industrial and technological 
policy. 

As indicated in Figure 6.1, the state has three ways of dealing 
with licensing: 
a. To create an appropriate framework of services, plans and legal 

measures. 
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b. To set incentives for technological development and to abolish the ex
isting disincentives. 

c. To establish a systematic official examination of contracts. 

More specifically, the proposed system of measures is as follows: 

a. Creating a framework 

1. First of all, it is necessary to pass a special legislation for regulating 
matters concerning licensing.2 Bearing also in mind the existing 
regulations or those drawn up on the same subject in the EEC, such 
a legislation should define the official procedure of approving the 
licensing contracts and following their application, the legality or not 
of the restrictive terms imposed in contracts and the designation of 
the «fair» level of royalties. 

It is suggested that, in future, the computation base for royalties 
should be the local added value of the goods produced by the license 
and not the amount of sales, as is in general the case today. Even 
though this way of calculating royalties is more complex, because the 
local added value is not easily defined, it is stressed that there already 
exist Greek companies applying similar methods of computation in 
licensing agreements. By this new computation base, an incentive is 
created for foreign firms to increase the local added value of 
products. 

Restrictive terms, such as the licensee's obligation to obtain his 
supplies of raw materials from sources indicated by the licensor, for
bidding alteration of the production method, even when quality is not 
harmed, or the gratis and obligatory transfer to the licensor of im
provements in the method of production realized by the licensee etc., 
may be declared illegal or undesirable. 

2. The laws on the protection of patents in Greece need to be modern
ized. Combined with legislation on European and Community pat
ents, the protection of patents in future should also include a substan-

2. Particularly interesting on this point are Spanish laws concerning the Transfer of 
Technology. (Decree 2343/73). See UNCTAD, «Major Issues Arising from the Transfer of 
Technology: A Case Study of Spain». 
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tial investigation of whether the product is new, original and ap
plicable in industry. It will also be necessary to make alterations in 
the existing legislation for protecting trademarks, after bearing in 
mind the regulations that are being prepared on this subject by the 
European Commission. Fees paid for the registration of a trademark 
should be increased at least ten times, so as to discourage oppor
tunists from protecting dozens of «probable» trade names (while the 
relative products do not exist), and afterwards blackmailing the in
terested companies. 

3. The Documentation Centers of ELKEPA and EOMMEX3 should be 
strengthened and their efficiency improved, for them to be able to 
give substantial information to the interested companies on the 
available sources of know-how concerning particular goods and 
methods of production. 

4. Public procurement programmes should become more explicit and 
long-term and be announced in time, so that the interested companies 
will have time to plan their production ahead and to select the best 
licensing agreement for each case. 

5. ELOT should be reinforced so as to speed up the drafting of national 
standards based on Greek needs and possibilities. The existence of 
national standards will make it easier to draw up State Procurement 
Programs and will help clear the market by excluding products lack
ing in quality and competing illegally against products manufactured 
with the proper specifications. This will have a positive influence on 
the technological progress of enterprises and will make licensing more 
selective and effective. 

6. Improvement of technical education will also help enterprises 
decisively in the field of licensing. This subject however, though hav
ing a direct influence on technological progress, cannot be described 
in more detail within the present study. We shall only stress the need 
for establishing Business Administration schools for the education 
and re-education of business executives. 

3. Discussions are already under way concerning the foundation of a «National Documenta
tion Center». 
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b. Incentives for technological development 

Creating an appropriate framework, as previously described, con
stitutes an indirect incentive and should be supplemented by legislative 
measures. These should aim more directly at encouraging enterprises to 
exchange their know-how and to make more systematic progress in 
modernizing and innovating all their activities. Such measures could be: 

1. Selecting specific industrial tranches for rapid development.4 The 
development of such branches should aim at correcting the structure 
of Greek industry and raising opportunities that appear on the inter
national economic horizon. These select branches will have the 
priority in enjoying the incentives described below. 

2. Financing worthwhile efforts for industrial research and for design
ing and developing new original products and methods of produc
tion, within the framework5 of Law 1262/82. The loans will be low-
interest, with a grace period and will enjoy partial state guarantee. 
In any case, it is deemed necessary, if the measure is to succeed, for 
the development banks to change their mentality in dealing with in
vestment projects for industrial research (high risk projects). 

3. Establishing a special semi-governmental organization6 for the 
development of the select branches mentioned above. The organiza
tion could create documentation concerning the discovery of know-
how sources, it could participate in expenses for the development of 
new products and finance the commercial promotion of products, to 
the design of which it has contributed. 

4. Establishing tax relief for new products designed by Greek firms 
and for components that Greek companies commission by subcon
tracting to other Greek companies, in a way not violating the Trea
ty of Rome. 

5. Establishing tax exemptions for selling abroad Greek know-how, 
patents and trademarks by licensing or by other procedures. 

4. See Skoumal S. and Kazis D.: «Innovation in Greek Manufacturing», KEPE 1985. 
5. The new Law 1262/82, issued after the present study was completed, sets partly the 

framework for the promotion of industrial research. 
6. See footnote 5. 
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6. Establishing state awards and exhibitions for new, worthwhile 
products of Greek design, as well as a special label that can be at
tached to such distinguished products. 

7. Forming a legal framework for mergers and special forms of 
cooperation between Greek companies, when they aim at creating 
viable units with improved potential for systematically designing 
new products and methods. 

8. Creating a mechanism to save worthwhile Greek firms that risk be
ing bought off by foreign competitors. Since, as mentioned in Chap
ter 4, only firms of Greek ownership are expected to carry out in
dustrial research in future, the establishment of such a mechanism is 
of special importance. 

9. Encouraging the exchange of patents between Greek and other en
terprises, irrespective of their nationality (cross licensing). 

10. Facilitating, in every possible way, the use of foreign technical aid 
by Greek firms. 

11. Abolishing certain disincentives by: 
— Shortening the time needed for official approval of licensing con

tracts (see ' below). 
— Importing duty-free equipment destined strictly for industrial 

research. 
— Forbidding by law certain binding terms in licensingvcontracts 

(see also above 6.2.2.a.l). 
12. Founding of branch laboratories for tests and measurements or, bet

ter still, of branch research centers, could undoubtedly play a major 
role not only in improving the quality of products and in solving 
problems of each industrial branch but also in designing and 
developing new products. 

c. Official approval of licensing contracts. 

As mentioned above (par. 6.1.13), when the transition period is over 
and the country becomes a full member of the EEC, it will no longer be 
possible to base official examination of contracts on the prevention of 
the outflow of foreign exchange for royalties. However, a contract con
trol will be justified for the following reasons: 

• Protection of free competition. 
• Free trading of products within countries of the EEC. 
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• Adherence to international agreements. 
• Conforming to international licensing practices. 
For an effective control on licensing, we suggest the following: 

1. Setting up a special service in the Ministry of Industry, whose mis
sion and exclusive competence will be: 
— To approve all licensing contracts without exception. 
— To see that they are implemented according to the law. 
— To determine which of these contracts could come under the 

categories of certain incentives mentioned in paragraph 6.2.2.b. 
The Service for the Approval of Licenses will substitute the existing 
competent services in the Ministries of Coordination and Industry7 

and will have to be manned by personnel of a high standard and be 
able to function quickly and effectively. It should possess the means 
to acquire information on international practice concerning licensing 
of certain products,8 as well as a card record for each license 
separately, and it should be able to evaluate each contract according 
to the benefits it is expected to yield for the country's economy. Legal 
experts within the service will examine each contract from the legal 
point of view, based on the national and the Community legislation 
and will point out to the interested companies any alterations deemed 
necessary. When the control is complete, the approval of the license 
will be granted for every lawful use. 

2. The level of royalties will be fixed according to international practice, 
while, as already mentioned, their computation at least should not in
clude the value of materials to be purchased from compulsory supply 
sources. 

3. The aim of this service will be to reduce as much as possible the in
hibiting effect of the binding terms imposed on contracts by foreign 
firms. The legislation suggested in paragraph 6.2.2.a will constitute 
grounds for excluding or alleviating such binding provisions. 

4. A special record will be kept to make it possible to observe the lawful 
application of contracts. Any act which, in the Service's opinion, 

7. It should be mentioned that the new Law 1262/82, issued after this study was completed, 
makes provision for the approval of all royalty payments by the new Ministry of National 
Economy. 

8. The data bank of the Authority proposed in paragraph 6.2.2.ß.3 will be able to provide 
this kind of information also. 
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aims at limiting free competition or has other illegal aims or results, 
will be noted in the record and an investigation will be carried out to 
elucidate the situation. Violations will be punished by fines and ad
ministrative sanctions. 

5. In order to strengthen the position of Greek firms when negotiating 
licensing contracts with other companies, it is suggested that the 
Service for the Approval of Licenses establishes two types of con
tracts for licensing: 
• One type of contract for the transfer of foreign know-how. 
• One type of contract for licenses including trademarks. 
In this way, the Greek firms will start negotiating with the foreign 
ones, having their own proposals ready and will not be taken by sur
prise by unknown types of contracts that have been studied and well-
prepared beforehand by the other party. As an incentive for the suc
cess of this measure, it is suggested that agreements using official 
types of contracts should be forwarded much faster than contracts 
drawn by foreign companies. 

6. Finally, the Service will be in a position, when requested by interested 
firms, to give its opinion on whether a particular business cooperation 
fulfills the necessary conditions for it to be brought under a regime of 
incentives for technological development. 
The successful outcome of the work of such a service and, more 

generally, the effort to import the most appropriate know-how in the 
most beneficial way for the country, will depend on how well public 
services and enterprises are informed on the matter. Effective operation 
of the National Documentation Center can greatly contribute to the sup
ply of the needed information. 

6.3. Epilogue 

The aim of the above proposals was to create appropriate conditions 
for the beneficial use of foreign know-how and to reduce the price 
Greece has to pay in order to obtain it. The country, at its present 
development stage, in combination with its geographical position, its 
relations to the Third World, its accession to the EEC, the possibilities 
offered by international organizations and regulations imposed by 
various countries concerning the transfer of know-how, can exercise 
pressure for the importation of appropriate technology on better and less 
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binding terms. Besides, only through hard work, a sound organization 
and management, legislative changes and a specific strategy can the 
complex problem of technological development be dealt with. Under 
these circumstances, the incentives suggested in previous paragraphs will 
yield positive results, otherwise any efforts will be made in vain. 

Today, pressure by the EEC and the international economic situa
tion renders it urgent for initiatives to be assumed by the state and by 
private enterprises, for our economy to make the adaptations it needs 
for its survival. The authors feel that, by means of this study, they con
tribute, in their way, towards this aim. 
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APPENDICES 

APPENDIX 1 

ROYALTIES PAID FOR THE YEAR 1978 
AND FOR THE PERIOD 1972-1978 

(In US dollars) 

Branch 
Code 

20. 
20.1 

20.2 
20.4 
20.5 
20.6 
20.9 

21. 
21.1 

21.3 
21.4 

22. 
22.2 

Industrial Branch 

Food Manufacturing industry 
Animal slaughter, preparation and 
preservation of meat 
Dairy Products 
Vegetable and animal fats 
Processing of cereals and legumes 
Bakery and confectionery 
Other food industries 

Total of branch 20. 

Beverage industry 
Distillation and manufacture of alcoholic 
drinks 
Malt and beer 
Juices and mineral water 

Total of branch 21. 

Tobacco industry 
Cigarettes and cigars 

Total of branch 22. 

1978 

8,070 
660,990 

22,500 
43,340 

-
214,170 

949,070 

72,280 
76,640 

-

146,920 

291,690 

291,690 

% 

0.041 
3.397 
0.115 
0.223 

-
1.101 

4.877 

0.371 
0.384 

-

0.755 

1.499 

1.499 

1972-78 

37,092 
1,616,197 

155,620 
188,800 
44,900 

660,138 

2,702,747 

288,963 
610,334 
121,590 

1,020,887 

552,564 

552,564 

% 

0.039 
1.698 
0.163 
0.198 
0.047-
0.693 

2.838 

0.304 
0.641 
0.128 

1.073 

0.580 

0.580 

178 



23. Textile industry 
23.2 Yarns and fabrics from natural and syn

thetic cotton 
23.3 Yarns and fabrics from natural and syn

thetic silk 

23.6 Knitwear 
23.9 Textile industries not mentioned above 

Total of branch 23. 

24. Manufacture of footwear and clothing 
24.1 Footwear 
24.3 Clothing 

Total of branch 24. 

25» Wood and cork industry (except fur
niture) 

25.1 Saw mills and mechanical processing of 
wood 

25.9 Cork and wooden items 

Total of branch 25. 

26. Furniture industry 
26.1 Wooden furniture ι 

J 

Total of branch 26. 

27. Paper industry 
27.2 Paper and cardboard products 

Total of branch 27. 

28. Printing, publishing and connected acti
vities 

Total of branch 28. 

29. Leather and fur industry 
29.1 Leather industry 

Total of branch 29. 

30. Rubber and plastic products 
30.1 Rubber products 
30.2 Plastic products 

Total of branch 30. 

1 

27,680 0.142 498,147 0.523 

168,950 0.875 543,645 0.571 
15,070 0.077 74,193 0.078 
60,440 0.310 133,986 0.141 

275,080 1.414 1,249,971 1.313 

30,630 0.157 199,138 0.209 
1,912,180 9.827 6,997,184 7.350 

1,942,810 9.984 7,196,322 7.559 

54,650 0.281 195,804 0.206 

4,945 0.005 

54,650 0.281 200,479 0.211 

68,750 0.353 179,925 0.189 

68,750 0.353 179,925 0.189 

101,090 0.520 466,987 0.491 

101,090 0.520 466,987 0.491 

83,280 0.428 1,007,561 1.058 

83,280 0.428 1,007,561 1.058 

138,650 0.713 459,477 0.483 

138,650 0.713 459,477 0.483 

891,850 4.584 5,542,410 5.822 
342,200 1.758 2,299,606 2.415 

1,234,050 6.342 7,842,016 8.237 



31. Chemical industries 
31.1 Acids, bases, salts and chemical fer

tilizers 
31.2 Plastics, synthetic resins and artificial 

fibres 
31.3 Other basic chemical industries 
31.4 Industries of enamel paints and var

nishes 
31.5 Pharmaceutical industries 
31.6 Cosmetics and perfumes 
31.8 Detergents 
31.9 Other chemical products 

Total of branch 31. 

216,860 1.114 400,220 0.42Q 

564,120 
62,150 

1,185,330 
1,700,570 

2,120 
692,550 
765,210 

5,194,240 

2.899 
0.319 

6.091 
8.739 
0.011 
3.559 
3.962 

26.694 

5,616,477 
473,556 

10,437,215 
8,564,944 

6,570 
6,905,448 
1,142,306 

33,546,736 

5.900 
0.497 

10.963 
8.997 
0.007 
7.253 
1.200 

35.237 

32. Petrochemical and Coal industry 
32.9 Oil and coal by-products 

Total of branch 32. 

82,477 

82,477 

0.087 

0.087 

33. Non-metallic minerals 
33.1 Construction materials from clay and 

refractories 
33.2 Glass products 
33.3 Clay, porcelain and faience products 
33.4 Cement production 
33.5 Lime, gypsum and putty 
33.9 Other goods from non-metallic minerals 

Total of branch 33. 

8,770 
558,190 

1,139,650 
12,160 

— 
282,920 

0.045 
2.968 
5.957 
0.062 

-
1.554 

892,245 
2,560,919 
4,407,079 

351,658 
10,000 

704.069 

0.937 
2.690 
4.629 
0.369 
0.011 
0.740 

2,080,390 10.691 8,925,970 9.376 

34. Basic metals industry 
34.1 Iron, steel and primary processing 

products 
34.2 Non ferrous metals and products of 

primary processing 

126,250 0.649 

163,330 0.839 

979,395 1.029 

229,871 0.241 

Total of branch 34. 289,580 1.488 1,209,266 1.270 
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35. Metal products 
35.1 Steel tubes 
35.2 Wires, chains, screws and nails 
35.4 Metal tools 
35.5 Cooking, lighting and heating apparatus, 

excluding electric 
35.6 Cast iron objects 
35.7 Copper, brass and lead products 
35.8 , Aluminium- utensils and enamel goods 
35.9 Other metal objects except machinery 

and rolling stock 

Total of branch 35. 

187,850 

38,940 

36,470 

127,750 

67,020 

166,540 

0.965 

0.200 

0.187 

0.657 

0.344 

0.856 

802,887 

207,492 

36,470 

651,833 

199,552 

1,003,745 

0.843 

0.218 

0.038 

0.685 

0.210 

1.054 

353,670 1.818 2,273,563 2.388 

978,240 5.027 5,233,302 5.497 

36. Mechanical engineering industry 
36.1 Internal combustion engines 
36.2 Air conditioning equipment 
36.7 Fire extinguishers, pumps and sprayers 
36.8 Oflice machines, scales, and weighting 

machines 
36.9 Machine shops for construction and 

repair of machinery 

Total of branch 36. 

-
9,680 

63,940 

-

60,860 

-
0.087 

0.301 

-

0.303 

80,171 

57,695 

196,469 

3,000 

616,829 

0.084 

0.061 

0.206 

0.003 

0.648 

134,480 0.691 954,164 1.002 

37. Electrical engineering industry 
37.1 Electrical machines 
37.2 Batteries and dry electric cells 
37.3 Wires and cables, electrical 
37.4 Electric lighting materials 
37.5 Other electrical materials 
37.6 Telecommunications equipment 

related materials 
37.8 Other electrical apparatus 

Total of branch 37. 

and 

416,460 

183,600 

153,200 

-

1,277,140 

458,010 

251,490 

2.140 

0.943 

0.787 

-

6.563 

2.354 

1.292 

1,412,194 

612,246 

849,354 

40,440 

4,064,337 

5,309,505 

1,513,823 

1.483 

0.643 

0.892 

0.042 

4.269 

5.577 

1.590 

2,749,900 14.132 13,801,899 14.496 

38. Transportation equipment 
38.1 Shipbuilding and ship repairing ' 24,180 0.124 
38.2 Manufacture of railway and tramway e-

quipment 1,660 0.009 
38.3 Motor vehicles 80,290 0.412 
38.5 Motorcycles and bicycles — — — — 
38.9 Transportation equipment not mentioned 

above - - 10,329 0.011 

Total of branch 38. 106,130 0.545 410,153 0.431 

39,386 

1,660 
358,778 

0.041 

0.0Θ2 

0.377 
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39. Other industries 
39.1 Medical equipment and precision instru

ments for measuring and testing 
39.2 Photographic and optical products 
39.6 Musical instruments 
39.9 Other industries not mentioned above 

— 
-

322,520 
8,050 

-
-

1.657 
0.042 

40,500 
17,504 

1,500,589 
34,099 

0.043 
0.018 
1.576 
0.036 

Total of branch 39. 

TOTAL OF MANUFACTURING 
BRANCHES 

NON MANUFACTURING 
BRANCHES 

330,570 

17,149,570 

2,309,060 

1.699 

88.133 

11.867 

1,592,692 

88,635,865 

6,566,572 

1.673 

93.103 

6.897 

GRAND TOTAL 19,458,630 100.000 95,202,437 100.000 
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APPENDIX 2 

LICENSING IN SMALL AND MEDIUM SIZE ENTERPRISES 

In order to examine the participation of small and medium size en
terprises in licensing, we have.further analysed the figures of Table 2.3 
and have classified Greek enterprises under three categories, according 
to the number of persons employed in each enterprise. Namely: 

1. Firms employing 10-50 persons. 
2. Firms employing 51-100 persons. 
3. Firms employing over 100 persons. 

In this way, we have completed columns 1-6 of Table A2.11 and 
from their study we have extracted the following conclusions: 
1. During the 1972-78 period, 426 Greek enterprises cooperated with 

foreign firms and paid royalties of a total of 95 million dollars. Of 
these enterprises, 136 (a percentage of 32%) were small and medium 
size enterprises (10-49 employees) and their participation in the total 
amount of royalties reached 4,837,000 dollars (a percentage of 
5.1%). 

2. The degree of technological interconnection between Greek and 
foreign firms varies greatly from branch to branch. As regards small 
and medium enterprises in particular, we observe that branches 31 
(chemicals), 37 (electrical), 20 (food products) and 30 (plastics) have 
a relatively high connection with foreign firms, while branches 22 
(tobacco), 25 (wood), 28 (publications), 29 (leather), 32 
(petrochemicals) have no licensing connections. 

3. The participation in royalty payments of enterprises employing 51-
100 persons is also low. Thus, 88.6% of all royalties are paid by 
those companies that are considered large (with more than 100 em
ployees). 

1. Slight deviations between Table 2.3 and columns 7, 8 of Table A2.1. are due to the inabili
ty to classify certain enterprises according to the number of persons employed. 
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— For a more detailed study of the participation of small and 
medium size enterprises in technological payments, we have drawn 
up Table A2.2 from which the following conclusions are derived: 

4. The participation of small and medium size enterprises in royalty 
payments is greater in branches 26 (furniture — 31.8% of the 
royalties of the branch), 36 (machinery — 19.6% of the royalties of 
the branch), 20 (food products — 16.2% of the royalties of the 
branch) and 23 (textiles — 12.2% of the royalties of the branch) and 
minimal in branches 38 (transportation equipment) and 33 (non-
metallic minerals). 

5. As far as the number of industrial units is concerned, the participa
tion of small and medium size enterprises is large in branches 39 
(other industries — 70% of units), 27 (paper products — 40% of u-
nits), 31 (pharmaceuticals and cosmetics — 38% of units) and 36 
(machinery — 36% of units). 
— For examining quantitatively to what extent Greek companies co

operate with foreign firms, we have drawn up Table A2.3, in
dicating the average amount of royalties paid during the 1972-
1978 period by each small, medium and large size enterprise in 
each branch. Thus we notice that: 

6. The average level of royalties per small and medium size enterprise 
amounts only to 9.4% of the sum that a firm with more than 100 
employees pays correspondingly. Specifically, during the years 1972-
78, the following categories of enterprises have paid: 
— Small and medium enterprises an average of 35,566 dollars per 

company. 
— Firms employing 51-100 persons, an average of 86,217 dollars per 

comapny. 
— Large firms, an average of 379,314 dollars per company. 

7. The amount of royalties per company also varies largely from branch 
to branch. Thus, for small and medium size enterprises, the average 
payment per enterprise was higher in branches 20 (food), 31 (phar
maceuticals, cosmetics), 37 (electrical appliances) and 21 (beverages). 
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TABLE A2.2 

Relative Participation of Small and Medium Size Enterprises in Royalty Payments (Period 1972-1978) 

Relative participation Participation of small 
of branch in total and medium firms in the 

branch under examination 
Branch " 

20. Food 
21. Beverage 
22. Tobacco 
23. Textiles 
24. Footwear-clothing 
25. Wood-cork 
26. Furniture 
27. Paper 
28. Printing-publishing 
29. Leather-furs 
30. Plastics-rubber 
31. Chemical industries 
32. Petrochemicals 
33. Non-metallic minerals 
34. Basic metallurgy 
35. Metal products 
36. Machinery 
37. Electrical engineering 
38. Transportation equipment 
39. Other industries 
40. Non-manufacturing branches 

Total 

% of 
number of 

firms 

3.6 
1.5 
0 
5.2 
5.2 
0 
1.5 
2.9 
0 
0 
5.9 

29.4 
0 
4.4 
0.7 
8.1 
6.6 

16.2 
0.7 
5.2 
2.9 

100 

% on 
total of 
royalties 

8.9 
1.4 
0 
3.2 
5.8 
0 
1.2 
0.6 
0 
0 
5.0 

44.3 
0 
1.6 
0.5 
2.5 
3.8 

16.0 
0 
2.8 
2.4 

100 

% of 
number of 

firms 

33 
17 
0 

30 
25 
0 

25 
40 

0 
0 

32 
38 
0 

30 
17 
24 
36 
33 
12 
70 
44 

32 

% on 
total of 
royalties 

16.2 
6.5 
0 

12.2 
3.9 
0 

31.8 
5.7 
0 
0 
3.1 
6.5 
0 
0.9 
2.3 
2.3 

19.6 
5.3 
0.8 
8.5 
1.8 

5.1 

Source: KEPE, Processing of data issued by the Bank of Greece. 
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APPENDIX 3 

THE QUESTIONNAIRE1 

What is the percentage of Greek participation in the firm's capital? 

A. Technology transfer 

1. What is the object of the license contract with the foreign firm? In 
which of the following sections has it been of help to you? 
a. Designing a factory? 
b. Setting up and supervising the construction and installation of 

the equipment? 
c. Designing the product (in collaboration)? 
d. Providing production drawings? 
e. Providing know-how for quality control? 
f. Providing know-how for packaging the product? 
g. Providing management advice? 
h. Permission to use a trademark? 
i. Other forms of aid? 

la. (for multinational subsidiaries): When did you establish your com
pany in Greece? When did you start making alterations to the 
product or to its method of production? 

2. Ultimately, which means did you find most effective for the transfer 
of know-how from the foreign firm? 
— The technical drawings? 
— Collaboration of your personnel with foreign specialists who 

arrived on the spot? 
— Training your executives in the foreign company's factories? 

1. It is reminded that the questionnaire was not mailed to enterprises, but was discussed be
tween the researchers and the firms' executives. So the opportunity was given to explain each 
question accordingly. 
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— Some other means (specify). 
3. a. Did you try to design the product by yourselves before deciding 

to get a license? If yes, what went wrong? If not, why? 
b. Today, do you design new products? 

. c. Have your ever collaborated with Universities? What are your 
impressions? 

4. By what criteria did you decide initially on the specifications of the 
product you are now producing under license? By what criteria did 
you select this particular license instead of any other? What 
procedure did you follow? 

4a. (for multinational subsidiaries): What is the extent of modernization 
and automation of production in the Greek factory, compared to the 
factories of the parent company? 

5. Was there any need to adapt foreign technical methods and 
specifications of the product to Greek standards? If yes, to what ex
tent did your own personnel make this adaptation? 

6. Do you know of any cases in which a Greek company made im
provements on foreign know-how or sold its own know-how? 

7. Are any changes being made to the design of the product, according 
to special customer specifications? Who designs these alterations? 

8. Would you ever decide to design this product by yourselves and 
produce it, if there was no possibility of acquiring a license? 

8a. (for multinational subsidiaries): What are the differences between 
your product and the corresponding one of the parent company? 

9. If your license is discontinued, will you be able to produce and 
market a similar product on your own? 

10. Describe contract terms on license fees. 

B. Raw materials and semifinished goods. 

11. From where do you get the raw materials for manufacturing the 
product under license? Why from there? 
— Special components not locally produced? 
— Higher quality? 
— Lower price? 
— Obligations arising from the contract? 
— Other reasons? 

189 



12. a. Have there been any cases when you had to assign (or under
take) a subcontract to other manufacturers for the production of 
sub-assemblies, tools, machinery? 

b. Have there been cases when you discarded a local supplier? For 
what reasons? 

c. What is the domestic value added of your products? 
13. Have you ever tried to «teach» a sub-contractor how to manufac

ture the raw materials or components you need for your own 
production? 

C. Impact on investments 

14. Has acquiring the license helped you in any way, directly or indi
rectly, in borrowing capital for investments or working capital? 
— From abroad? 
— From domestic sources? 
— Credit from raw materials suppliers? 

15. a. Has launching the license product contributed to the decrease of 
sales of other competitive products? Have there perhaps been 
competitors who were led to bankruptcy for the same reason? 

b. What is your domestic market share? 

D. Impact on professional competence of executives and the labour 
force. 

16. a. Has there been any change in the number and the professional 
skills of your employees due to the license? 

b. (for multinational subsidiaries): How does productivity of work 
here compare to your factories in other countries? What is your 
general opinion on Greek labour force and professionals? 

c. How many foreigners do you employ in managerial and other 
posts? 

17. Has your personnel been ever trained by the foreign company? In 
what ways? 

18. Where do you believe that repatriated specialised scientists/engineers 
prefer to work? 
— In Greek companies? 
— In foreign companies and joint venture (Greek-foreign) enter

prises? 
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— For what reasons? 

E. Impact on the encouragement of business talents. 

19. Did foreign companies ever propose to take over your company or 
to form a joint venture? 
If yes, what do you think was their intention behind such 
proposals? 

20. a. Brief summary of the firms history. 
b. What made you decide to become an industrialist? 
c. How do you face the problem of your personal succession in 

future? 
d. (for multinational subsidiaries): What benefits does the parent 

company expect from the establishment of a subsidiary in 
Greece? 

F. Impact on organization and management 

21. Did acquiring the license oblige you to improve the organization of 
your business? 
— Because the licensor demanded it? 
— Taking advantage of licensor's experience? 
— Need to survive? (EEC etc.) 
— Other reasons? 

22. In which sections did you improve your organization? 
— Production? 
— Quality control? 
— Stock control? 
— Purchasing? 
— Administrative services-accounting department? 
— Sales? 
— Cost control-budgeting? 

23. Did you ever make use of the services of management consultants'!' 
— In which sections of the business? 
— What were the results? 

24. Do you use computers? For what applications? 

G. Services of the «Environment» 

25. Did you ever need to obtain a license, in order to participate in a 
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competition for public procurement? 
Do you believe that the state often prefers suppliers producing un
der license? 

26. To what degree does under-development of the Industrial environ
ment in our country (government services, market services, 
professional associations, labour unions, competition rules etc.) 
favour or hinder the acquisition and the satisfactory exploitation of 
licensing? 

27. In your contacts in ministries, when applying for permission to pay 
royalties abroad, what was your impression on the criteria they app
ly for the approval/rejection of such payments? 

H. Improvements in quality and cost of products 

28. Has there been any improvement with time in the quality/cost of 
goods produced under license? Please describe. 

29. What benefits did you expect most when deciding to acquire a li
cense? And what do you now deem to have been the main benefit? 
— Know-how (more knowledge)? 
— Trademark (a better reputation)? 
— More business security? 
— Easier Financing? 
— Better export perspectives? 
— Diversification? 
— Improvement in organization? 
— Higher quality personnel? 

I. Impact on marketing 

30. a. Do you consider that the license had an impact on your sales in 
the domestic and in foreign markets? Did it increase your share 
in the domestic market? 

b. What percentage of your production is exported? 
31. Do you believe that the use of know-how or the use of foreign 

trademarks has had the main positive effect on your sales? 
32. Did you ever think of establishing your own trademark? 
33. Did the license agreement include any restrictions concerning sales? 

If yes, why did you accept it? 
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J. Cooperation with local researchers and universities 

34. Have you ever cooperated with local research institutes and/or uni
versities? What are your impressions? 

35. What do you know about the plans and the respective activity of 
the Ministry of Research and Technology? 

36. Have you ever cooperated with private laboratories and consultants 
on research and measurements? What are your impressions from 
such cooperation? 
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APPENDIX 4 

SURVEY OF ENTERPRISES : METHODOLOGY 

1. Description of the sample 

As mentioned in Chapter 2, during the 1972-78 period, 431 com
panies established in Greece made 624 licensing contracts and paid 
royalties to 533 foreign firms. From these, we took a sample consisting 
of 37 companies (8.6°o) with 58 (10%) licenses, representing 37.5% of 
royalties paid during the years 1972-78 

Enterprises were divided into 4 categories, according to foreign par
ticipation in their share capital and to the existence or non-existence of 
licenses: 
1. Firms with a foreign majority of shares 
2. Firms with a Greek majority of shares 
3. 100% Greek companies with licenses 
4. 100% Greek companies without licenses. 

The reason leading to this distinction, in the case of the foreign licen
sor firm investing capital in a Greek enterprise, is the fact that its in
terest in the efficient functioning of this enterprise is not limited to 
collecting royalties. When thè majority of shares belongs to the foreign 
firm, then the Greek enterprise may be considered, for all practical pur
poses, a subsidiary of the foreign firm. When the majority belongs to 
Greek shareholders, their opinion is respected at board meetings, though 
not to the extent ope would have initially anticipated, because of the 
greater or lesser dependence of the enterprise on foreign know-how and 
foreign trademarks. 

In addition to the above firms, however, we also contacted a number 
of Greek firms that have made no licensing contracts whatsoever. Our 
intention was to determine the origin of the know-how they are using 
and to compare their answers with those of the licensee firms on certain 
points of the questionnaire. 

194 



As indicated also in Table A4.1, the sample of enterprises was 
drawn up in such a way, that the proportion of these three enterprise 
groups (with few exceptions) correlate with the relative proportion of the 
population of the 431 firms with licensing contracts. 

TABLE A4.1 
Sample and Population of Greek Enterprises Producing under 

License according to Foreign Participation' 

Participation 
in share capital 

50% foreign 
50% Greek 

100% Greek 

Total 

Population 

Number of 
enterprises 

83 
30 

318 

431 

% 

19 
7 
74 

100 

Sample 

Number of 
enterprises 

13 
7 

17 

37 

% 

35 
19 
46 

100 

1. Tables A4.1 and A4.2 do not include the Greek firms that produce without licensing. 

If the participation in the sample of subsidiaries and joint ventures 
appears higher than that of the population, this is due to the need for a 
satisfactory minimal number of enterprises in each category, so that 
more reliable statistical results can be deduced. 

Additionally, it should be stressed that, though at first more inter
views had been programmed with purely Greek companies, eventually it 
became superfluous to visit them all, because many answers from a cer
tain point onwards were unvariably the same. For the same reasons, we 
did not apply complete correlation in the inter-branch distribution of the 
sample enterprises either, particularly in the branches of food, textiles-
ready-wear and chemicals, as indicated in Table A4.2 below. 

In the remaining branches, correlation between sample and popula
tion is satisfactory. 

2. Selection of firms 

Having distributed the companies' populations by groups of in
dustrial branches and, within each group, into Greek, foreign and joint 
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TABLE A4.2 
Sample and Population of Enterprises Using Licensing by Groups of Industrial Branches 

Branches 

Food, beverage, tobacco 
Textiles, ready-wear 
Wood, furniture, paper 
Rubber, plastics, leather 
Chemicals, petrochemicals 
Non-metallic minerals 
Metallurgy, metal products 
Machinery 
Electrical, electronic products 
Transportation equipment 
Other industries 

Total 

Population 

% 

7,1 
13 
5,4 
6,4 

25,4 
4.7 

12,1 
6 

15,6 
2 
2.3 

100% 

Sample 

% 

13,5 
5,5 
5,4 

10,8 
13,5 
2,7 

16,2 
5,4 

18,9 
5,4 
2,7 

100% 

Tables A4.1 and A4.2 do not include the 9 Greek enterprises producing without licensing. 

venture enterprises as explained above, we began selecting the firms to 
be used in the sample based on a combination of the following criteria: 
a. The relative amount of royalties they have paid. Generally speaking, 

we preferred companies with relatively high payments, because of 
their greater importance to the balance of foreign trade. However, we 
have also included many companies that, although paying a lower 
amount of royalties, were judged important to a developing country, 
from the technology viewpoint. 

b. The number and the type of licensing contracts they have made at 
times. We preferred companies with more than one contract, or with 
a long-term collaboration with foreign firms, so as to have greater 
and more varied experience from such collaborations and for it to be 
possible to compare the various sources of technology. We also 
preferred firms of which we knew the whole contents of their con
tracts (according to the facts displayed in paragraph 3.3). 

c. To what extent the enterprises appear representative of their branch, 
from a more general point of view. From the branch of electrical 
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machines and appliances (37), for example, we chose firms 
representing all the main varieties of the products of the branch 
(motors, cables, batteries, electrical components, televisions, electrical 
appliances) and not only one or two sub-categories of the branch, 

d. Other quality factors, e.g., if the firm exports, if other industrial units 
depend on it etc. 
In general, we preferred enterprises with factories in Attica and 

Thessaloniki area, so as to combine interviews with visits to the produc
tion sites. This was decided because first impressions and their evalua
tion help in understanding and cross-checking the answers. So, 40 out of 
46 interviews were combined with visits to the site. The remaining 6 
cases concerned companies based in Athens but with factories in 
Euboea, Corinth, Epirus and Thessaly. Finally, it is noted that all com
panies employed more than 40 persons. 

3. Questionnaire — Interviews 

In order to make the questions as homogeneous as possible and to 
classify the answers more easily, we compiled a detailed questionnaire1 

of 36 questions divided into 10 sections, whose objective was to deter
mine the relation of licensing contracts to: 

1. The transfer of technology. 
2. The local production of raw materials and semi-finished goods. 
3. Investments. 
4. The improvement of executives and of the labor force. 
5. The promotion of local business talents. 
6. The organization and management of enterprises. 
7. The services available in the "environment" of the firms 
8. The cost and quality of the produced goods. 
9. Marketing and markets. 

10. Collaboration with local research centers and universities. 
As is natural, many questions do not suit certain types of firms, so 

we put some alternative questions or ommited particular points of the 
questionnaire during interviews. In certain cases, notably, we just 
followed the maki directions of the questionnaire, whereas in almost all 

1. The whole questionnaire appears in Appendix 3. 
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cases, the discussion extended also to subjects not included in the 
questionnaire though related to it directly or indirectly. It is also obvious 
that the wideness or the depth of the discussion depended in each case 
on the person who represented the company, the importance attached to 
this survey and the time he had at his disposal at that particular mo
ment. The interviews lasted from 1 1/2 up to 6 hours, with an average 
of 3 hours. Sometimes the interview had to be repeated for the discus
sion to be completed. In 92% of the cases, the interview occured or end
ed up taking place with the businessman himself, or with the managing 
director of the firm, whereas, in at least half the cases, other executives 
of the firms were also invited to attend the meeting. With the exception 
of 2-3 cases, all those asked to collaborate, did so with the greatest 
eagerness and often gave additional information on subjects nobody had 
expected, because of their confidential nature. In these cases the compe
tent persons asked to remain anonymous and for this reason we do not 
mention the names of the firms that participated in the survey. 

It is also important to mention that all firms eagerly showed us 
around their installations except for one purely Greek company produc
ing know-how, which avoided showing us its laboratories and its in
stallations. Also, in more than half of the cases, the firms expressed their 
desire for us to intervene in informing the government of their problems 
and their demands. This seems to indicate that they know of no other 
channels of communications with the authorities, or that they have been 
disappointed with the existing ones. 

Finally, it is typical that enterprises doing well expressed the fewest 
complaints about their personnel, the small size of the Greek market, the 
non-developed environment in which they operate and the risks from 
joining the EEC. This is particularly important, because it shows that: 
— A well-functioning enterprise finds ways to deal with problems even 

under unfavorable circumstances. 
— It brings Charles Darwin's theory of natural selection into the 

economic field, proving that adaptability and clear-sightedness ensure 
survival. 

4. Processing the answers of the questionnaire 

With approximately 6 pages of notes for each company, we formed 
a volume of almost 300 pages for studying and for extracting conclu-
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sions. Although most answers bore the code numbers of the question
naire, they were often expressed in an indirect way and therefore were 
difficult to codify. Besides, there were numerous answers, not included in 
the questionnaire, on various related or specialised subjects. In order to 
make a better utilisation of these data, we applied the following method: 
1. In each of the three groups of enterprises (subsidiaries of mul

tinationals, joint ventures with a Greek majority and 100% Greek 
companies), a brief transcription for every firm was made of the 
answers to each of the 9 parts of the questionnaire. 

2. A tenth column was opened with answers on related subjects, but not 
included in the questionnaire. 

3. Thoughts, ideas and suggestions in addition to the above, were trans
ferred to a special table. 

4. Where possible, we counted the positive and negative answers and 
extracted percentages of those agreeing or disagreeing on particular 
subjects. 

5. An effort was made to correlate the various percentages. Here we ex
tracted various conclusions that were cross-checked and compared to 
our general impression, as regards quality, that we had formed from 
discussions and visits. The necessary corrections were made and, in 
some cases, certain enterprises were asked once again to clarify cer
tain points and to avoid wrong impressions. 

6. An endeavour was made to interpret certain purely qualitative 
answers within a somewhat more theoretical framework.So we 
decided that it was necessary to display what has been stated at the 
beginning of Chapter 4 (paragraph 4.2) concerning the models of 
behavior of multinationals and of smaller enterprises that grant know-
how and trademarks. 
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APPENDIX 5 

TEXTS OF GREEK LEGISLATION 

A. Greek legislation texts concerning patents 

1. Law 2527/1920 «On patents». 
2. Law 3116/1955 «On the ratification of the convention signed in 

Paris, in December 1953, between the member states of the Council 
of Europe, on the required formalities in filing patents» (Official 
Gazette 3/1955). 

3. Law 4307/1963 «On the ratification of the multilateral agreement 
signed in Paris on September 21st 1960, on mutually preserving the 
secrecy of inventions concerning defense and which have been the 
object of a filed petition for a patent» (Official Gazette 79/1963). 

4. Law 4325/1936 «On inventions concerning the country's national 
defense and modification of Law 2527/1920 "on patents"» (Official 
Gazette 156/1963). 

5. Law 164/1975 «On the modification of the regulations of Law 1998/ 
1939 "on trademarks", as modified by Law 3205/1955» (Official 
Gazette 199/1975). 

6. Law 213/1975 «On the ratification of the 1883 International Conven
tion of Paris "On the protection of ownership", as revised in 
Stockholm on July 15th, 1967» (Official Gazette 258/1975). 

7. Law 1023/1980 (Official Gazette A - number 47, 26/2/80). «On 
modifying and supplementing Law 2527/1920». 

B. Legislation on trademarks 

1. Law 1998/1939 «On trademarks». 
2. Law 3205/1955 «On modifying and supplementing Law 1998/1939 

"on trademarks"». 
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3. Law 164/1975 «On modifying regulations of Law 1998/1979 "On 
trademarks", as modified by Law 3205/1955» (Official Gazette A — 
number 199, 20/9/75. 

Ç. Legislation on the protection of free competition 

1. Law 703/1977 «On controlling monopolies and oligopolies and 
protecting free competition». 
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APPENDIX 6 

ANNOUNCEMENT ON PATENT LICENSE AGREEMENTS1 

I. On the basis of the facts known at present, the Commission considers 
that the following clauses in patent license contracts are not covered 
by the prohibition laid down in Article 85, Paragraph 1 of the Treaty: 

A. Obligations imposed on the licensee which have as their object: 
1. The limitation to certain of the forms of exploitation of the inven

tion which are provided for by patent law (manufacture, use, 
sale); 

2. The limitation: 
a. of the manufacture of the patented product. 
b. of the use of the patented process, to certain technical applica
tions; 

3. The limitation of the quantity of products to be manufactured, or 
of the number of acts constituting exploitation; 

4. the limitation of exDloitation : 
a. in time (a license of shorter duration than the patent), 
b. in space (a regional license for part of the territory for which 

the patent is granted, or a license limited to one place of ex
ploitation or to a specific factory), 

c. with regard to the person (limitation of the licensee's power of 
disposal, e.g. prohibiting him from assigning the license or 
from granting sub-licenses)· 

B. Obligations whereby the licensee has to mark the product with an in
dication of the patent; 

C. Quality standards or obligations to procure supplies of certain 
products imposed on the licensee — in so far as they are indispen
sable for the technically perfect exploitation of the patent; 

1. European Commission, December 24, 1962. This Notice may be withdrawn if a patent 
licensing Regulation is enacted. 
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D. Undertakings concerning the disclosure of experience gained in ex
ploiting the invention or the grant of licenses for inventions in the 
field of perfection or application: this however applies to under
takings entered into by the licensee, only if those undertaking are not 
exclusive and if the licensor has entered into similar undertakings; 

E. Undertakings on the part of the licensor: 
1. not to authorise anyone else to exploit the invention; 
2. not to exploit the invention himself. 

II. This announcement is without prejudice to the appraisal from a 
legal point of view of clauses other than those referred to at I (A) to 
(E). 
Moreover a general appraisal does not appear possible for 
agreements2 relating to: 
1. joint ownership of patents, 
2. reciprocal licenses, 
3. parallel multiple licenses. 
The appraisal of the clauses referred to at I (A) to (E) is confined to 
clauses of a duration not exceeding the period of validity of the pat
ent. 

III. The object of this announcement is to give enterprises some indica
tion of the considerations by which the Commission will be guided 
in interpreting Article 85, Paragraph 1 of the Treaty and in apply
ing it to a number of clauses often found in certain patent license 
contracts. So long as and in so far as such contracts do not contain 
restrictions other than those resulting from one or more of the 
clauses mentioned above, the Commission considers that they are 
not affected by the prohibition laid down in Article 85, Paragraph 
1. Generally speaking, this specific information will remove the in
centive for firms to obtain a negative clearance for the agreements 
in question, and will make it unnecessary to have the legal position 
established by an individual decision by the Commission; moreover, 
there is no longer any need to notify agreements of this nature. 

This announcement is without prejudice to any interpretation 
that may be made by other competent authorities and in particular 
by the courts. 

2. These cases, as well as the concentration of large number of licenses in one enterprise 
(patent pooling) are dealt with «ad hoc» by case law. 
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A decision is to be made later on the question of the application 
of Article 85, Paragraph 1 of the Treaty to clauses of the types 
mentioned above, which are contained in contracts relating to joint 
ownership of patents, to the grant of reciprocal licenses or parallel 
multiple licenses, to agreements relating to the exploitation of other 
industrial property rights or of creative activities not protected by 
law and constituting technical improvements, and to any clauses 
other than those mentioned above. 

This announcement is without prejudice to the interpretation of 
Article 4, Paragraph 2, sub-paragraph ii (b) of Regulation No. 17. 

IV. The undertakings listed at I (A) do not fall within the scope of the 
prohibition laid down in Article 85, Paragraph 1, because they are 
covered by the patent. They only entail the partial maintenance of 
the right of prohibition contained in the patentee's exclusive right in 
relation to the licensee, who in other respects is authorised to exploit 
the invention. The list at I (A) is not an exhaustive definition of the 
rights conferred by the patent. 

The obligation imposed on the licensee to mark the product with 
an indication of the patent (point I (B)) is in accordance with the 
patentee's legitimate interest in ensuring that the protected articles 
are clearly shown to owe their origin to the patented invention. 
Since the licensee may also make distinguishing marks of his own 
choice on the protected article, this provision has neither the object 
nor the effect of restricting competition. 

The licensee's undertakings, mentioned at I (C), concerning the 
observance of certain quality standards for the protected products 
or for semimanufactures, raw meterials or auxiliary materials, could 
not restrict competition which has to be protected (la concurrence à 
protéger) to the extent that they are intended to prevent the 
technically incorrect working of the invention. The undertaking to 
procure supplies of certain products can be left out of account, ex
cept when quality cannot be established by objective standards. 

The undertakings given by the licensee and mentioned at I (D) 
do not in any case have any restrictive effect on competition when 
the licensee retains the possibility of disclosing experience gained or 
of granting licenses to third parties and is entitled to participate in 
the licensor's future acquisitions in the field of experience and inven
tions. With regard to undertakings given by the licensor concerning 

204 



the disclosure of experience or the grant of a license, as mentioned 
at I (D), these seem to be unexceptionable from the point of view of 
the law relating to competition, even without that limitation. Thus 
point I (D) only covers the obligation to disclose experience or to 
grant licenses; this is without prejudice to the appraisal from a legal 
point of view of any restrictions imposed on the interested parties 
concerning the utilisation of such experience or inventions. 

By the undertaking mentioned at I (E) — not to authorise the 
use of the invention by any other person — the licensor forfeits the 
right to make agreements with other applicants for a license. Leav
ing out of account the controversial question whether such exclusive 
undertakings have the object or effect of restricting competition, 
they are not likely to affect trade between member states as things 
stand in the Community at present. The undertaking not to exploit 
the patented invention oneself is closely akin to an assignment of 
the right and accordingly does not seem to be open to objection. 
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APPENDIX 7 

SUGGESTIONS FOR FURTHER RESEARCH 

Although this study affords the interested reader ample stimulation 
for further research, we deemed it expedient to present the following 
non-comprehensive list of subjects that could be the object of research. 
— Determining and evaluating the importance of foreign technical aid in 

industry. 
— Contribution of foreign technology in meeting purely Greek require

ments. 
— Imports of machinery and related equipment: contribution to the 

country's technological development. 
— Retraining of Greek technical experts and its contribution to the 

transfer of foreign technology. 
— Public procurement and technological development. 
— Evaluation of incentives for technological development. 
— Standardization of licensing contracts for a more effective transfer of 

technology. 
— Possibilities of using the added valued as a computation base for 

royalties. 
— Ways of strengthening technological cooperation among Greek 

manufacturing enterprises. 
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