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I.

The World Intellectual Property Organization has
acoepted with pleasure UNIDO's invitation te participate
in this symposium, organized jointly by UNIDO and LES
and dealing with questions which directly concern one of
the great tasks of our time: the transfer of technology
S0 developing countries.

Tis is a task to which LES can make a significast
oontribution, since LIS represents those whe sctually
deal vwith one form of transfer of technology, namely
d4oensing.
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Wnder vhich license agreements are cencluded, samely
degislation relating to industrial propercty. Before
@saling with questions of particular concern to
daveloping countries, let me first say a few words

On the importance of industrial property for licensing
in general.
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The term "industrial property" is generally understood
in a broad sense, not only referring to the protection of
inventions, trademarks and industrial designs, but
including also the repression of unfair competition,

In this sense the term "industrial property” includes
the protection of unpatented technology, generally
designated as "know-how", which plays an important role
in licensing and which moy enjoy a certain protection,

in particular as long as it is secret.

However, I am not éﬁiing h;rs with the latter
form of protectieh. but with exclusive industrial property
¥ights which result from the filing of applications and
the grant of registrations by Government agencies, namely
patents, trademarks and industrial designs. In this context,
patents deserve special attention, since they are the most
important part of industrial. property for the putposes
of licensing. | |

Patents are often referred to as “vehicles for
‘dieensing”. They are thus understood as facilitating
dicense agreements. But what exactly is the function
described by the word *"vehicle'?
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From the raint of View of 3 putonti gl licensor,
the ex stence c¢f a patert s first of all a safeqguard for
hig bargainiug position, You ail know that a patent
normally gives its ownar the exclugive right to manﬁfac-
ture, sell ang use the patented Product or the product
manufactured according to the patented Process, and to

use the patconted Process. Unleas forced by compulsory

licensing, the Patent owner is free to grant or not to

grant a liceuse, and he enjoys an efficient protection
against 1nfring¢meah.

From the point of view of a potential licensee,
it Seems at first glance thit anything which strengthens
the position of the licensor would weaken the position
of the licensce. However, this is not Recessarily so,
FPirst of all, the existenc: of a patent i an element in
the nogotiation which helps a potential licensee to

: a?glaate the subject of the license. This g not clways

Possible if the license agroement concerns only unpatented

know-how, in Particular if the know~how is secret, for

in the latter case the licensor weuld not communicate

the kaiow-how before an agreement has been reached,
Patented technology), however, has been disclosed

to the public, Any interested potential licensee can

obtain information concerning the existence of patent rights,

the Scope of protection and the duration of such rights.
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He can even make a search as to the validity of such
rights. Thus, :n the negotiation he does not depend
exclusively on information rece.ved from the potential
licensor, In fact, patenting puts tachnology into
commerce; the technology becomtes tradeable, and patents

gun thus be considered as "vehicles for licensing”,

In saying this, I am completely aware of the fact
that in many cases, only a part of the technology vhich
is livensed can be §a&.§agaa and that another parte-
sometimes even more impor'tantmnonsists of mwtaaué
know-how. Nevertheless from the point of view of &
potential licensece, this does not mean that his ponition

is better if the potential licensor has no patents.

fa this context, there is still another aspect %0
be mentionad: exclusive rights are subject to certain
rules laid down Ly the legislation governing their existenos
and their scope. Such rules are certainly a safeguard
for a potential licensor; but they may alsn be a safe~
guard for a potential licensece. Clearly defined rules
given by industrial property laws can afford a safe ground
for transactions, and both parties to an agreement banefit

from such safety.




Finally, only en the basis of industrial property
rights can a liceunsee obtain Lhe txclusive position which
he may require if he inten s to make cons. derable invest-
monts. If the license covers only unpatented technolugy,
there is no poasibility of granting the licensee protection
against third parties who use the same technology. Under
such circumstances a potential licensee may hasitate to
conclude an agrecment. The pPosition in which he is interest=~

od can be obtained only by the licensing of exclusive rights,

111,

After these general observations should now like to
SXamine more closely the situation in d2viloping countries.
This litéstiam is characterized by the fact that in most of
those countries a huge percantage of all patent applications
is filed by foreigners.

Of ocourse, even in many industrialised countries the
!ﬂnﬁir of patent applications filed by foreiyners is higher
than t§¢ number of pateat applications f£iled by nationals,
since usuwally the sum of all technology created abroad
exceeds the technology created inside a country. Yhus,
eountries like France, the Federal Republic of Germany and
the United Kingdom receive more patent applications from
abroad than from the country itself. There are only a few

eountries in which nationals file more patent applications




..6-

than foreigners, for instance the United States and Japan.
But in any casc the pereentage of patent applications coming
from abroad is growing ir al) countries since the average
number of countrias in which protection is sought for one

and the same iaventior is {increasing.

Nevertheless, the situation in most developing countries
presenis particuler features in viow of the relatively wide
geép between applications coming from abroad and applications
eoming from the country itself. According to the 1970
industrial property statistics, which contain data for 49
developing countries, in twelve developing countries the
percentage of patent apﬁlicatiens filed by nationals or
residents was less than 1%: (baohrain, Burundi, Ghana,

Renya, Khmer Republic, Laos, Libya, Nigeria, Sierra Leone,
Singapore, %air and Zambia),

In 21 developing countries this percentage was between
1 and 10%: (Algeria, Dominican Republic, Malawi, Morooce,
the countries which are members of OAMPI (Office Africain
ot Malgache de la Proprifté Industrielle), Philippines,
Syria, Trinidad and Tobago and Tunisia).

Twelve developing countries had percentages between
10 and 25%: (Bolivia, Ceylon, Chile, Colombia, Ecuador,
Egypt, Guatemala, India, Iran, Iraq, Lebanon and Venczuelas),
and in only four developing countries the peicentage

excecded 25%, namely in Argentina, Brazil, Costa Rica and

Uruguay.
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The probieme ralscd by g Ligh PLrcentage of applica-
tionsg foming frein o)orea0 Have ey e “lscussion on the
question of whetner It s at ai. ip tﬁe interest of develop~,
§ ing countries te grant patents, g question has in

Particular been considered in the report of the Secretary-

General of the United Nations on “The Role of Patents in
the Transier of Technology to Develaping Countries", which
was published ip 1964, 1This report deals with 50me
aspects of foreign-owned patents in develeping countries,

in particulayr with the conditions for licensinq of such

effectively exploited in the developing countries, 1¢
reaches the conclusion that Possible high prices of
iaparted(articles Protected by Patents, and possible high
royalties or fees for liernsing of foreicn-owned patents,
gj cannot be preventea by the abolition of the patent system,
4 and that developing countries can avoid excessive exploita~

tion.of their one~gided technological angd financial

dependence only by other methods, for irstance Reasures
to control unreasonable prices e 8Creening and control

of license agreements in order to avoid unduly restrictive

features,
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peveloping countracs ;A;«zg.nre,.t},’ ci.are thuid vicw LO
a large extont. The usgealiess of the pauent system has
been resounized LY e fact that an aeportant number of
such countries 1L Africa and Asia, as well as in Latin
Amarica, have recently adopted new legislation on patents.
“
7he following new patent lawe which have been issued

during the last ten years deserve part icular attentions

(a) In 1962, twelve African couniries adopted an .

sment Relating to the Creation of an African and

gny Tndustrial Property of fice and providing for a mm
patent law. Those sountries arej Cameroon, Centeal
African aégabiif:, people's republic of the Congo, Ivery
Coast, Dahomcy, Gabon, Upper Volta, Mzlagasy Republie,

Mauxritania, Wiyer, Senegal and Chad.,

gubsequently, Tego joined this Agreement. T™he

viated "OAMPI", according to the r.ench nane) has been
set up in Yaoundé in camercon and it now functions as

the Patent Office for those 11 countries.




(o) Alger oa adouts d in an AT Mrmer RPalating

to Inven-org! Certiiicaies o Patents rar Inventions,

which partly follows the Draft Hodel Law prepared by

BIRPI, the predeccessor of Wiko,

{c) 1n 1970 Nigeria adopted a Patents and Designs

Decree, which also to a large extent is similar to WIPO

Model Laws,

(d) Finally, in Oztober 1971, the Sudan issued a

Patents Act which almost )3 terally reproduces the WIPO
Model Law for Developing tfetmtrieé on Inventions.

2) m&m thuere was also an important legislative
activity in the patent field. In particular should be
mentioned the new Patents Act of India, issuved iun 1970,
and the Patents and Industrial Designs Law of Irxag
also adopted in 1970,

3) A particular legislative m\iﬁﬁy can be observed
Americas: | '

() Brazil, which in 1967 and 1969 had issued Indus~
trial Property Codes, adopted in December of last year

& new Industrial Property Code. This new Code in parti-

cular modernized the patent system by introducing an
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early publiication ~f atl patent applications and a grant
of patunts after wxeminaticn as to substance, which will

take place only at the spoci. 1 request of tte applicant.

(b) Peru iesued in 1970 a general law on industry.
which in its Chapter V contains a regulation of industrial

property, incluriing patants.

(e) Simidarly, Colembia adopted A0 1971 a now

Commercial Code ~ontaining provisions on patents.

This impressive list of new patent laws in develop’
ing countries couvld bLe comploted by a sinilar list ocom~
cerning legisiaticn oA trademarks and «= to a lesser m .
on industrial designs. Furthormore, we know of several
developinyg countries which at present are preparing new
indusirial propexty legislatien, in particular could b
mentioned here the current work undertaken by the Indwsteisd
development Center for Arab states and WIPO on a dzaft

Nodel Law on Inventions for Arab countries.

v,

After this survey on the legislative activity 4ia
developing countrles, the questinn arises: vhat are the

characteristic gcatures of these new lawa?




In thig COnlext, the ic;lgw*ng aspoecty require Special

attention since they Nive an LWPact an ljgeuhingg

1) patentable inventions;

2) examination 48 to substance;

3) duration of brotection;

4) measures promoting the exploitation of patented

inventions, in particular compulsory licensing;
- 8) control of license agreements,

1) As regards Patentable inventions, opinions are
divided on the pPatentability of inventions relating to
foeod and pharmaceuticals; Some of the laws which 1 have
mentioned do not eontain any restriccions in thie

respect. This is the situation in severa) African

linitation of patentabi lity excluding patents which do
not contribute to the Permanent industrial devalopment
o Peru or which are not of social interest),

Other Gountries, namely the oaMpI géeup and Ireq,
oxclude pharmaceuticels from Patenting but permit patonts
for processes relating to the manufacture of pharmaceuti.
cals. Colombia al80 distinguishes betwaen product and
Process patents, admitting only the latter and only if
exploited in Colombig and {i the products manufactured




acecrding to the protectad LrOCeEs are offered on the

Colombiaemarket uncer reasonable conditions as regards

quantity., quality and pr Lce.

India exciudes from patenting substances capable of
being used as food. drugs oOF g:harmaceuticals. and substances
prepared or produccd by shemical processes, but grants
process patents relating to such products. however only
for a considerably shorter term than in the case of other

patents and subject to licenses of right aftexr three years

from the grant.

The most restrictiva solution i3 tu be found in the
prazilian law, which excludes {rom patenting not only
pharmaceutical and food products, but also processes

relating to the manufacture ot such products.

The undaerlyind philosophy of such restrictiomis that
‘w0 monopoly should be admitted with respect to inventions
which are vital for national health and well being. I8
should be noted, howavelr, +hat lack of protection may
1ead to a lack of stimulus for research in the country,
since invostments in research lanoratorics are made in
many cases only 1" patent protection oexists. The conse~
quence could be that countrics without any protection becoms,

in this Vi tal area, dependent upon the research which is

being carrind out in other cour=ries. For this reason,

an opposite trend--nanely towards strengthening the pro=
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2; As yegards examination as Lo substance, only
two of the menticned courtries which have recently
eaacted legislatic~ exwniae the novelty of inventions,

namely ndia and graeil,

In additiun, howsver, the new Colombian law provides
for the possibliity of such oxamination in an opposition
procedure and on the basis of special decrees to be issuved
by the Goverament in respect of certain specified fields

of technology.

‘ Examination as to substonce can be highly important
if&rklicgnsing. Both the licenzov and the licensee are
~m?‘hﬁzallydiﬁtsixesstewd in having valid rights. Invalidation
of ; pé%ent’wﬁiﬂh is the subject of a license has an
adverse cffect on the license fgreement. In particular
for & licensee who has made investments trusting in the

. Vvalidity of a patent, it can bo most disadvantageous if the
patent turns out to be invalid. The risk of invalidation

ls much greater i? a patent has been granted without

 eXamination as to fubstance.,
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Howeyvaor, thoe establ inhment of such an examination
requircs an iapourtant aaeent of gualified personnel,
which is oft:n difficalt to “ind in developing countries.
tn order to overcene such difficulties, developing countries
could combinc their resources and set up regional Offices
granting patents for a group Of countries. Such a regional
office has been established, for instance, pursuant to the
OAMP1 Agreement, already mentioned, in Yaoundé (Cameroon) .
The setting up of other such Offices is at present b‘iﬁg

considered.

Moreover, developing countries will be able to use
the possibilitlies offered by the Patent Cooperation Treaty
{pcT) of 1970, once this Treaty has entered into forece.

I am in particular referring to the Internationsl Search
Report and the International Preliminary Examination Report
provided for undur the pCcT., These documents will qugth
facilitate the task of Patent offices in examining patent
applications.

3) As regards the duration of patents, there are
significant divergencies. While all the mentioned Africas
eountries f£ix the term of patent protection at 20 years
from the tgling, India distinguishes between ordinary
patents, which last 14 years from the grant, and patents
relating to processes for the manufacture of food, drugs
and pitarmaceaticals, which expire 5 years after the grant

or 7 ycars after the filing, whichever period is shorter.




Significant Jdive -Ie0Cles can wles he OLserved in Latin
America: Braziy Trants patents whinkh €Ye protected for
15 years from the tiling date; pery has limited the
term of protection to 10 years from the grant, and the
Colombian jaw provides a term of g years from the grant,

with a possible Prolongation of 4 yeors if the patented
invention ig effectively exploited ip Colombia,

4) As regards measures promoting the exploitation
of patented inventions, {n particular ccmpulsory licensing,
there is a great variety of provisions in the recently
*

&dopted patent laws ip developing countrijes., 8uch provi=-

8ions serve the purpose of preventing patents from being

taken out only to secure markets + Without an effective

wWorking of the inventions by manufacture in the country.
In this context, exploitation does not mean that the
pPatent owner himself has to exploit the invention. It
i sufficient that he has grantcd a license and that the
licensee vorks the invention. Thus these provisions can
Pprovide a stimulus for the granting of licenses, since

importation is not Gonsideced as working the invention,

From a check of the pertinent provisions of the
patent lows issued in developing countries during the
last 10 years, it aprears that all those laws contain
Provisions on compulsory licensing, in the event that

& patented {nvention has not been worked after a certain

Pexiod. A compulsory license igs yranted to an




individual applicant, at hig spect ol request, and normally
the applicant must prove ihat he i:. able to exploit the
inventicn. Moreover, & nuabe: of laws proviue for com-
Pulgory licenses if the exploitation of the invention is
not sufficient in order to supply tho market, or if such
licenses are required ii the public interest (for instance

public health, defense, etc.).

In addition to compulgory licenses, the patent law
of India provides for the possibility of the endoraement
62 a4 patent ith the words "Licenses of right", Such
endorsement has the effect that any interested person in
~India may require tne patentee to grant him a licensa,
and that, {f the parties cannct agree on the terms of
the license, the Patent Office decides on such terms,
The endorsement with the words “Licenses of right® my
be effected three years after the grant of the patent.
Certain kinds of patents, in particular process patents
relating to chemical substances, frod, drugs and pharma-
coutiocals, are automat:c. 11y deemnd ¢+ have been endorsed
after three years from the qrant,

. ,

Furthermore, a number of countrieg provide for the
mi&iléty of revoking patents, or of an sutomatic lapes,
it ~ompulsory licensing or licoavcs ~f righkt are net
sufficient,




5) ! now Luarn teg e iiith oand 1ast aspect of
Patent leaisniat;on in ey TN Tonat s e wilich 1g
importart tor Vi CIrTemernte, Panely 1ogal Frovisious
governing such agreenent,, Nost of the lawas which have
been consideve nere cointatn Provigions

on contractyal
licenses, which coneern

in particuiar the form of 4 license

@ontract (namely that in writing), itg

it shall bhe

registration, and the rights ang obligations of the parties

(4n most eaaaé applying only in the absence of any. pro~

vision to the contrary in the agreement) .

Of special intarest are Provisions setting up a

Sovernment control of license agroements sng concerning
invelid clauses in such agreements,

the gudan) require Government &pproval of license agreg~

Wents in 50 tar ag they involve the payment of

royalties
outside the country,

A number of Countries, however, provide for a mueh
broader santro} of license agreements,

An interesting example of such a provigion ig

which groups five Latin American
eountriesg,

namely the So-called Andean Group:
Chile

QOL‘.Vi‘;
’ celombia, Ecuador and Pery.

The said Decisgion
No 24, issued December 1970 concerns the common
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treatment. by the countriers of the andean Group of foreign

- . -

capital, trademarbs, patents, liceneing agrecmnnts and

royalties; its Article 18 prescriber thet any <ontract
regarding impcrtation of technology or regardiing use of
patents and trademarks shall he reviewad and submitted
to the approval of the pertinent agency of the respective
Member Country, which shall evaluate the effective con= E
tribution of the imported technologyy by means of an
appraisal of its possible profit goneration, the price

of the goods embodying technology or other specific means

of measuring the effect of the imported technology.

The implementation of this provision in the member

countries of the Andean Group is currently under way,

Furthermore, Argentira adopted, in September 1971,
& law which follows the Andcan Group vegulation, estabe
lishing a system of compulsory registration and approval
6f all license agreements that bind parties domiciled in
Argentina to parties domiciled abroad.

As regards invalid clauses in license aqreemegts;
'ﬁiﬁb~§€aatxies {for instance, Colombia and the Sudan)
have enacted provisions uccording to which clauses in
license contracts shall bc null and void in 80 far as they

impose upon the licensce 1ostrictions not deriving from
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the rights conferred by the patent; in addition, those
laws clarify that cerlqirn st ipulations are ac'. to be can-
sidered as such restrictions, for inst-nce linitations
concerning the quantit; or duwr ction of exploitation or
limitations which are justified by the interest of the
licensor in the technically flawless exploitaticn of the
subject of the patent.

The inéim patent law expressly prohibits clauses
in license agreements imposing on the licensee obliga-
tiens concerning the purchase or uge of certain articles

or the use of certain processes.

The Regulations of the Andean Group and the new

g 7 Argentinian law pzovi&e for a complote review of license
agroemants., They enumerate several kinds of iuvalid .
elauses in such agreements, in particular the obligation
of the licensee to buy certain material, to apply certain
Pesale conditions, not to use competitive technology, *
o trensfer WMﬁﬂ or to pay royalties for unused

Since these provisions were issued only recently,
their effect in practice cannot yet be evaluated., There
is, however, an interesting difference between the Regulations
of the Andean Gropp and the Argentinian Law., ‘While




Decivion * ¢t ¢ 0 gy S el Osy L ovesacne concerning
the dnvalidity 0 v oo s ennnt o the rgentinian law
entrusts the cxovaring sgon., with s GLiaTonionary power,

The latter sulution me greimll more flexibility in the

applizat lon of tle lLaw.

v

This brief review of recent provisions of industrial
property legislaiion in developing vountries could not of
course consider the gquestions in detzil. As a cone
clusion, it could be notad that legislative activity
in developing cﬁantrias in the field of industrial
property appcars to be encouraging. These countries are
offering a considerable amount of protection and they arve,
to a laiqe extent, conscious of the fact that industrial
property protection has, on the one hand, to be balanced
3y consideratione of publie interest, and, on the other

and, €o bLe attractive enough in order to be uged by those
ho are interested in such protection, But it should

Wt be overlooked that the use which is made of exclusive
rights influences the attitude of Govermments controlling
the existence of such rights. 1In the long rum, only a
fair use of such rights will serve the cause of efficient

industrial property protection,









