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Preface

his publication provides the reader with current informa-

tion on non-tax-related restrictions on inflowing direct in-
vestment in 74 nations. The following basic format has been used in
presenting information for each country:

[0 Ownership restrictions
Exchange controls
Repatriation or remittance restrictions
Employment restrictions
Local material content requirements
Other restrictions

In addition, information on subsidies and other incentives to foreign
investment, a particular country’s special laws, and other germane
policies has been included where appropriate.

"This publication is the result of Price Waterhouse's second annual
survey and is based on data supplied by Price Waterhouse offices
located in the 74 countries covered by the survey, in response to a
request made to them by the U.S. firm of Price Waterhouse. The
material is up-to-date as of June 30, 1982, with the following two
exceptions. Because of major developments in Mexico, its report has
been updated to September 30, 1982. And the report of the United
States is current to February 28, 1983. (The United States was not

included in the original report.)
v



vi PREFACE

We have analyzed the country-by-country information in order to
determine trends in the international investment climate. The results
of this follow.

This report, like the 1981 report, indicates strong non-tax and non-
tariff restrictions on foreign investment. Of the 74 countries surveyed,
59 impose ownership restrictions (same as 1981), 53 have exchange
controls (52 in 1981), 46 impose restrictions on repatriation or re-
mittances (same as 1981), 72 have employment restrictions (same as
1981), and 30 have local material content requirements (29 in 1981).

Of the 59 countries considered to have ownership restrictions, 33
are considered to have harsh restrictions. These include all those
where foreign ownership must be limited to a minority interest or
where the list of excluded industries is extensive. If a country excludes
only areas that are directly related to national defense, it is not con-
sidered to have an ownership restriction. If the only excluded non-
defense industries are those such as banking, insurance, and airlines
(all of which are closed to foreigners in many countries), the country
is not considered to have harsh restrictions.

Exchange controls are more difficult to classify from the survey.
Of the 53 countries that have exchange controls, 6 appear to be mild
and 14 appear to be harsh from the reports on these items. A more
realistic number of harsh exchange countries may be around 35, be-
cause that is the number of countries that have restrictive policies
on repatriation or remittance of capital and profits—which, of course,
are elements of exchange control.

The shift of Mexico from free exchange to tight controls may foretell
other countries taking similar action as a result of the continuing
worldwide economic slump. (Mexico returned to a free exchange sys-
tem on December 20, 1982.)

As noted, 35 of the 46 countries that impose restrictions on repa-
triation and remittance are considered to have harsh restrictions.
These include all countries that require capital to be “registered”
before either capital or profits can be remitted. A few countries limit
profit remittances to a percentage of capital—20 percent is the most
common—or to a percentage of the year’s profits.

The statistic on employment restrictions reflects that almost all
countries require foreigners to have work permits. Only two coun-
tries, Hong Kong and Japan, were counted as not having employment
restrictions. Hong Kong has restrictions, but they are described as
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being very lax. Japan has no employment restrictions but does have
visa requirements that can be time-consuming.

Of the 72 countries having employment restrictions, 25 require
work permits, but the survey responses do not indicate that this is
used as a harsh exclusionary tool. Thirty-one other countries have
restrictive policies that generally will not permit the hiring of a for-
eigner if a national is available. The remaining 16 also have restrictive
policies, but, in addition, impose quotas that limit the percentage of
foreign employees a company can have. Quotas also are often stated
as a percentage of total salaries.

Morocco, the new entry on the list of countries imposing a local
material content requirement, now requires a minimum value of lo-
cally manufactured material for automobile manufacture. Six other
countries also impose a local material content requirement only in
automobile manufacture. They are Chile, Colombia, Malaysia, the
Philippines, South Africa, and Zambia. (Zambia has no local material
content law, but the government strongly encourages it, especially
in automobile manufacture.)

Comparing the 1982 report to that of 1981, the impression is that
restrictions on foreign investment are growing. Certainly, they are
not being relaxed. As the world recession continues, protectionist
pressures mount.

RiCHARD M. HAMMER
GILBERT SIMONETTI, JR.
CHARLES T. CRAWFORD

New York, New York
July 1983
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Argentina

Except for certain periods, Argentina has traditionally wel-
comed foreign capital and expertise, which are considered
essential to the country’s development. During recent years the gov-
ernment established and maintained conditions attractive to foreign
investors. The Foreign Investment Law, which establishes the rights
and obligations of foreign investors, and the technology law were
amended to simplify and accelerate the related procedures. The trend
in the past few years had been to ease exchange controls. However,
in view of the extremely difficult situation in the country’s foreign
exchange reserves, strict exchange controls were imposed as of April
1982. Locally owned businesses are given priority in competition for
government contracts in the construction and consulting fields. There
is no discriminatory treatment against foreign investment from any
particular country.

OWNERSHIP RESTRICTIONS

Although foreign investors are not prevented from investing in any
particular sector, prior government approval is required to avoid
penalties of being legally null and void when:

[0 Investments are made in restricted sectors, i.e., national defense
and security; certain public utilities and services; radio and tele-

1



2 ARGENTINA

vision; newspapers, magazines and publishing; energy; educa-
tion; financial entities and insurance; mining; and others.

They exceed US$5 million.

The investor is a foreign state or government institution.

The investment is made in the form of acquisition of capital par-
ticipations or underlying assets owned by local investors. Special
requirements are set out when a transfer of majority ownership
to foreign investors takes place.

EXCHANGE CONTROLS

Operations in foreign currency may be effected only through financial
entities authorized by the Central Bank to deal in exchange. Cur-
rently, as a result of the difficult foreign exchange reserve situation,
Central Bank approval is required on practically every remittance
abroad and various incentives are being offered to refinance existing
foreign currency obligations. Although exchange transfers are not
prohibited, at present the use of External Dollar Bonds is the only
method approved by the Central Bank for remitting profits, dividends,
royalties, and technical assistance. They are also used to cancel fi-
nancial and commercial debts, if it is so agreed by the foreign creditor.

These Bonds are U.S. dollar denominated, and interest is payable
biannually at LIBOR rates for deposit at 180 days. They are quoted
in the Stock Exchange, enjoy free exit from and entrance to the coun-
try, and are repayable over 10 years. Payments of interest and prin-
cipal may be collected in cash or through transfers to New York,
London, Frankfurt, or Zurich, at the beneficiaries’ option.

A “commercial”’ market rate, which is set daily by the Central
Bank, applies to imports and exports, while a “financial” rate, which
floats in accordance with supply and demand, applies to all other
exchange transactions, including freight and insurance on imports
and exports. Payments of most import liabilities are currently de-
ferred 180 days.

Terms and interest payable on foreign loans can be freely agreed
to by the parties.

Future exchange contracts may be entered into for financial loans
in accordance with specific Central Bank regulations.
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REPATRIATION OR REMITTANCE RESTRICTIONS

Only foreign investors registered under the Foreign Investment Law
are allowed to remit profits and to repatriate capital under present
exchange control limitations.

Registered investors’ remittance of profits is not limited, but amounts
remitted in excess of 12 percent of the registered capital in foreign
currency are subject to a special remittance tax. The same applies to
the repatriation of capital in excess of the registered amount. Reg-
istered capital cannot be repatriated until three years have elapsed.

Transitory investments for the execution of contracts for less than
a five-year period can be registered under the terms of the foreign
investment regulations or be treated in accordance with prevailing
exchange controls, if any.

EMPLOYMENT RESTRICTIONS

Entry visas and work permits are required for foreign personnel hired
on a temporary basis.

LOCAL MATERIAL CONTENT REQUIREMENTS

It is mandatory for state agencies and government or quasi-govern-
ment companies to purchase only goods of national origin at a fair
and reasonable price as compared with imported goods, notwith-
standing the foreign ownership of the local supplier company.

OTHER RESTRICTIONS

Transactions between a foreign company and its local subsidiary or
branch are valid, if agreed upon on an arm’s length basis. However,
intercompany loans are subject to Central Bank control, and prior
government approval is required for intercompany technology con-
tracts. Non-compliance with these requirements implies discrimi-
natory tax treatment only.



4 ARGENTINA

SUBSIDIES AND OTHER INCENTIVES TO
FOREIGN INVESTMENT

In general terms foreign investors are ensured rights and obligations
equal to those granted by Argentine laws to national investors, subject
to the provisions of foreign investment regulations and other provi-
sions established under special or promotional regimes.

However, exemptions or allowances, such as those granted for in-
dustrial or mining promotion, will not be applicable to the extent
that they represent a benefit to a foreign treasury.



Australia

-F‘ne Australian government's aim is to weigh the net eco-
nomic benefits to the Australian community of long-term
investment against the costs to the national interest of too high a
level of foreign ownership and control.

Government policy on foreign investment is to provide maximum
opportunities for local participation in the ownership and control of
industries and resources in Australia and to make use of foreign cap-
ital, especially if accompanied by technology and expertise, to further
Australia’s economic and social development. However, the govern-
ment seeks to avoid the costly “buy-back” of foreign companies al-
ready established in Australia and to restrict foreign investment in
certain basic economic sectors. Special objectives are set in certain
key areas of the economy.

The Foreign Investment Review Board advises the government on
foreign investment matters and deals with applications for foreign
investments where these constitute ‘‘examinable proposals’ as ex-
plained below. Even if a foreign investment proposal is not exam-
inable, in most cases it will require exchange control approval.

Portfolio investment by foreign investors in equities listed on stock
exchanges is not restricted, but exchange control approval is required.
Australian stock- and sharebrokers have special permission from the
Reserve Bank to buy and sell shares on behalf of non-residents. Port-
folio investment may not breach the limitations imposed by the For-



6  AUSTRALIA

eign Takeovers Act, and special restrictions relate to uranium
companies.

OWNERSHIP RESTRICTIONS

Private enterprise generally is excluded from the operation of elec-
tricity generation; postal, telephone, and telegraph services; inter-
national airlines; railways; and the major urban passenger trans-
portation systems.

Foreign investment in the media (broadcasting, television, and
newspapers) and domestic airlines is restricted.

It has been long-standing policy not to grant foreign interests au-
thority to carry on a banking business in Australia. However, rec-
ommendations of a government-appointed committee, the Campbell
Committee Inquiry into the Financial System, to allow foreign banks
to carry on banking in Australia are generally believed to be accept-
able to the federal government. As of July 1982 there had been no
statement on when and how restrictions against foreign banks will
be relaxed.

The finance sector (referred to as non-bank financial intermedi-
aries) and insurance companies are subject to an in-principle re-
quirement that foreign acquisitions or new investment proposals are
unlikely to be approved unless Australian equity is at least 50 percent
in the enterprise.

Foreign investment outside the prohibited sectors may be exam-
inable by the Foreign Investment Review Board. The following are
examinable proposals:

O Proposals falling within the scope of the Foreign Takeovers Act,

including proposals by a single or associated foreign interest to
acquire or increase a holding of 15 percent or more in an Aus-
tralian business, even where the proposal does not involve a change
in control of the business.
All proposals to establish a new business or project, irrespective
of size, in industries subject to special restrictions: that is, finance,
insurance, the media, civil aviation, uranium, and activities re-
lating to uranium.

Direct investments by foreign governments or their agencies (ex-
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cluding portfolio investments or investments related to their of-
ficial representation.

Other proposals to establish new businesses, where the total amount
of the investment is A$5 million or more (including diversification
into activities not previously undertaken directly in Australia and
new projects in mining or other natural resource industries).

Proposals to acquire real estate valued at A$350,000 or more.

The criteria used in examining these proposals is the net economic
benefits which may flow to Australia in relation to:

O Competition, price levels, and efficiency.

Introduction of technology or managerial or work force skills new
to Australia.

Improvement of the industrial or commercial structure of the
economy or the quality and variety or goods and services avail-
able in Australia.

Development of, or access to, new export markets.

Additional criteria may become relevant if a proposal appears un-
satisfactory in relation to the foregoing.

In sectors of the economy designated as key areas, more specific
objectives are pursued. The key areas are onshore and offshore pro-
duction and development of oil, natural gas, and all minerals in-
cluding uranium; agricultural and pastoral projects; and forestry and
fishing projects. In these areas a new business or project involving
investment by foreign interests of A$5 million or more which oth-
erwise is not against the national interest will only be allowed to
proceed if it has a minimum of 50 percent Australian equity and
control, or 75 percent in the case of new uranium mining projects.
Individual foreign portfolio shareholdings of less than 10 percent in
an Australian uranium company are likely to be disregarded in cal-
culating the 75 percent equity test. For minerals, the equity and con-
trol is not imposed at the exploration stage but rather at the devel-
opment phase.

In the case of real estate, the government is particularly concerned
about preventing speculative purchases by foreign investors and will
not approve such purchases. Examinable transactions are proposals
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to acquire real estate valued at A$350,000 or more, other than ac-
quisitions of interests in land by life insurance companies investing
Australian statutory funds and Australian pension funds of foreign
employers for the benefit of Australian fund members. Other foreign-
or overseas-controlled companies may acquire residences for use of
employees in Australia and foreigners on temporary assignment in
Australia for their own use, provided the properties, when no longer
needed, are sold to Australian or other eligible purchasers. Real estate
acquisitions would not be examined in isolation if they are part of a
proposal otherwise examinable.

FOREIGN TAKEOVERS ACT

The 1975 Foreign Takeovers Act provides for the examination of de-
fined acquisitions and arrangements which would result in foreign
persons being in a position to exercise effective control over an Aus-
tralian business. The Commonwealth Treasurer may prohibit a pro-
posed takeover if it would lead to a change in the control of the
business concerned where the resultant control would be foreign and
would be against the national interest. Proposals to be examined
under the Act are:

1. A proposed acquisition of shares under which a single foreign
person, alone or with associates, or two or more foreign persons,
alone or with associates, would acquire or increase a shareholding
of 15 percent or 40 percent, respectively, in the ownership or
voting power of a corporation which is:

a. Incorporated in Australia and which, directly or through sub-
sidiaries, carries on an Australian business; or
b. Incorporated overseas and which, directly or through subsi-
diaries, either:
i. Carrieson an Australian business whose assets are valued
at more than A$3 million; or
ii. Carries on an Australian business whose total assets are
equal in value to 50 percent or more of the value of the
corporation’s consolidated total assests.

2. A proposed acquisition by a foreign person or associates of any
interest in the assets of an Australian business.



