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I-     SOPHS OF »AIR 

1. The objective of this papor la to evaluate tm influence of environ- 

ment in tho developing country on contractual a/sreem&nta between developing 

anrt advanced countries, with ascitic focus on engineering and n&najprial 

aervieea.   The »buying» and 'selline» entities, in euch arran¿senH»ts, view 

the aane situation quite differently baaed on their own evolutions of expe- 

rience; there are tacit aasuaptionu behind contractual terainologr which 

art not read the aane way.   The motives and expectations of the concerned 

parties are profoundly determined by tho eocial and political institutions 

of thair reej-ectiv* countriee and thoroforu it is not tha legal framework 

alone which constitutes the coaaunications barrier.   By the dictate of 

circumstance, the firm in the dovei oping country is both contracting en a 

specific issue and at the ease tima expecting to loam, to be educated, In 

the largar context.   The firn in the developed country, siailarly, ia act 

Juat negotiating with an isolated organisation but ia Broking new opportu- 

ni tiea in the developing country.    However, the eventual contract la not 

a linear, one-dimaneional arrangement aa would occur between fina within 

an advanced country, or in two advanced countries} tha Qovemaaat of tfce 

developing country directly and indirectly determines and approves the taras 

of contract.   Tho overtones in auch approval relate to tho diffusion of 

learnt akille into the acornea* sad their impact on efficiency, exports, 

•to - aspecto whioh the «-patriate fis» could find extraneous. 

2» In dealing with contractual Battere that arise ia engineering and 

aanagerial scrvicea, tha pre-occupation of the parti eu ia with the défi- 

nition of project, determination of ito needs and division of responsibi- 

lities in ito execution.   If auch aorvicon an* aeon as a separate arrange- 

ment, isolated from know-how licensing, amy of tha legal problemi 

connected with the latter regrese to the background.   Thia distinction also 

needs to be drawn ao that the considerations in know-how and patent Hconelne« 

adequately treated elsewhere«, do not need to be repeated here.    The 

"UB NCOVSLUB" of the Licensing Executives Society, USA as also the paper 

prepared by Kr.Xopelmanas for tao IWIDO Export Group Meeting on iáceaeütg 

Practices, Vienna, July 6-10, 1970. 
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il i t«: ' tv •• :     ; *   iV    >• -.  ".   . ; ', > t.   i : . ; : - < ; 

noti' i? -.3."! y  V: ,i '.'*f (»n.; - 

irr:<n ""-•-V-tlt, 

• •   o-.        t-.'1. ..v •;  V:'i.*i- H compo- 

'•-.(••i -V.rw*,   I4   "1   :i(,.i:¡lM'.'   to 

3. in  i-tfr» ï-O^,  ilnr. p^p^   '^«.-ir/i   !:}v:-y  'v -.-••?"  ->i  piieinuc-ring arrant ••• 

üientis   s (i)  t'im¡*.;"  i'orviv. r; (<?) corj.x ..• i iv kwo*~:.<:v;#  «r^  l,) sitr-'i.-^it 

8»ffjirí>#rñi ' cf.nt.-..':",.- ,    ih/; su^Vct r>i' i.-a;^   in..! -^rvicM iw notionalljf 

ieolalf.d fur thn.ru  ic ii'tlu lors ut' cuncm-t *n ••'.•¡M* KO, f'urthor,   i» will 

bn (-eintort  nut,  1*  '.->•ï.d:.*-.': ^j-.¡'iK"-il;." '.:• cnJy n.it.in   *;<icxfi- .atu timo. 

In the i.hree tyyon oí" ••í-jí:i3'.'rjj,.í'; »?<t**iuir*.ta,  thf i._v;\-im •  ropronsibility 

b*t«c;H»n tl»  »Uiyitv:» and  'mliuit^ w ?minitions ¡il^rpeKn in tby ¿nuicatad 

order, and df-pcinic» on ti«? aiiooo^-^ent cf tí»-   "ay®?* M  hit. need »id capa- 

bility,   ûi tnms-i oí  the atvelopin.-; "Ottitry, i!n;;; a.^eaafctïit hoo an impor- 

tant bo^rin.,: on contrçcîru_'.l tima-;, au« bain^ c orinen to all three arranca« ft ta j 

it is ti^iitr«! Eôparmtily and in'aomt depth,    Sxfiee, as wil2 be'show, th« 

tern • license ' .1- not u•'.j,Iit-Mf; to •:, 11  type.';, of :u,ri
rH!OB©/'.tsi'the term 

•eliunt* i a useU for the  4»y.i*^''orbiliaatit».,    to the- interest of read- 

ability, thr- abravifttioj; "/0" i?. .io««tiwbo ut'-ü to deaote "MdTincetì eountt'y,,
l 

the no'JBPco of ccntriuted .>irvic.^, ?ri •»tr*1 f< :• U-« '% . volutin,? country**, 

tha .itn .-r^J.xccd tm-cifimt cf thft rervisoB. 

4» It i* poafij bli' t" e ,r»-t*jt lolly rhtitir. "n*»\ tatw.-w. enfino-ring «nd 

BHttaitn.:l »iï'-vicar, h*»  :, Cit-.^rv, <*ron ••* .>tïior el-rrrte of technology 

transfer «e patate, tr^d*-*'.- ':.?., t \r>yri:,»i*-. ci-i u.ow-l.cw,    Vfith the excep- 

tion ^f know-how,  thr o Mr• ,-nj>.v both ;o\.l flc-fir.itW. anrt statutory 

protaetian.    TUT-~ J:.  'ovAiMnihip' ¡n .-•neh jiro¿ -t-ty -.í-ich rr.^bie!?. tht-m to 

b» llc>'!nsoa i.t,-.   on'v .i3«blo i-y oticrr  luidf v tiutbrn *y » onf erred bj' the 

Hcerwor; ^aisuth-vri.itid- tisö ^aui: csmtiti tut*  * mfrt i/;«ff«jnt'.    '-'or »Äij^iteTitüJ 

'know-how'  ticru á,' R^ rftco«nica ic^.-.l 4*fmiti'-r. or objective title to 

ite «toerahij:-; ite jtroprv. toreri y, rorth (ti -de -secret) »d riglit-of-«ec 

are er«c<.t?rl in tí« Kyer-aßll.ir .contract - .?nâ tu-  lof.^1 oöli^tiofie of 
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the parties derive from this prime a?¿roamcnt. 

5. However, when -,<e nomo to contractu! * rvmmU for en*ineerin« and 

awiteerial scrvicea, we aro confronted with two quoetiono : (a) is there 

•ottonhip' to *uch information and (b) can it be licensed, i.e. m 

••uthority-to-prootice» or •rir.ht-to-uaV conferred on the client?   U so, 

bow does one then distinguish them from know-how?   Where the diatinetion is 

indeed difficult, the partiee may agree to treat ali of the information m 

know-how but the general desire of the developing country would be te 

differentiata then ee that there are no constrain te on the «repeated tie** 

tf the traftefwtad engiaoering information in other projects, 

•• In the larger eoatext, the developing country argues that engineering 

and «anaferial infoinatien (despite the auffix 'know-how' added ti the« aoeio- 

Hate) earn be considered as assemblies of knowledge, aVÀiNgatioM of skill 

and accumulated experience, valuable in their concentration bat in their 

eeaoti tuent parti informatioa which io already in the 'public desván'.   It 

*múá indeed be difficult to differentiate auch services, ia win^n^   fro» 

the purchase of, aay» specialised selling and distribution service«.   How- 

over, thie ia not to say there ia no transfer of 'secret' informât ion, for 

tiefe oould bet marlcet recoareh data, computer programes for preset 

aonitorinj, vendor evaluations, ote - but the question is whether the local 

fraaework under which such services are negotiated needa the sane scrutiny 

ü te toiow-how licensine.   I« it not »or* of a strai^ht-forwaid cooa»rcial 
contract than a licence1? 

t. the a^eeneat between the buyer and seller of engineeriaf and e«ia> 

2tW«i servicea, where such is separately contracted for, is in lari» 

•aaaura, def initions of scope of worJc and the dietribution of reepaneiftOi*» 

tiea.   The agreeeent tenda to be more complex than for tha purchase of, say, 

difltribution eervicoe, because of the intangible nature of the 'product' 

Involved.    Wann the dealing is between a developing yid a developed country, 

W*ny faeton» need to be oonaidered which would not prevail when both the 

partiee ara within a country or when the agreement is between countries 

•ftfasteg m «free trade'. 
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C. While   tlrt conceptual ddfinli-m^ of  "turnkey",  "compooite tatow-howM 

and «stiwiftht vn-nnf.rm.:" arc d.clt vith under -their rcopoctive hoadine3( 

the dovcloj ln>; c unt^y 3.<J:; in  ih,;!:,   . dt.vÁrahl,- ;-roycV3. ion  m tho indicated 

ordor.    That i~, the cc«n¿'''tiheii¿ivorieL3j of an_vJ-çùC! country survices will 

reduce aa th« country arnimai.ue;.« the .ixtxms'ncc of earlier contracts.   This 

is made to burden by the «r-outrol  OKLTCX.,ùû by r.cv(!mn.ont in approval of 

contractu and Hllocr.ti.or. of forci.-«; ,,>>;ei».in£o.   Further, tho complex of 

controla that ex tat ij. the developing country, particularly in tlw  'planned 

©conoey', cri-wtc e situation that thw li cent: or cannot absorb aineie-handad 

responsibility even if ^owiTt/r.nntal controle ;:o permit.    ?here aro thus 

eltenial conditions which enforce a division of responsibilities,   ÎW-8 

«cans that in no event is the "turnkey" project the? integra tea reapenaibiUty 

as would prevail in advanced countriec.    It ie, at teat,  'quasi' turnkey. 

The saute applieo to tl« pther two typos of contract,    llowcvar, within tht 

developing country, the uaual defiuitíonu will arply, 

9, To avoid complication, we will í'lrat consider only tho transfer of 

engineering services.    By «aid l»rg-,  trans .Actions between firms in the 

developed end developing country take   place in me of the following forss i 

i)   betwr^n the respective OovornBents but channelled through identified 

finan.    Thic occur.: wfüsn 'tied* fin:jici;.l cid iu ¡rovided by the 

advemced to the tljv-lopin; coititry.    The torm 'tied' implies that 

the buyer will racùfc the bulk of nia foreign purehaaen (aoods and 

aerviceo) in the aid-.ivinr country $ 

ii)   between a fcreiin company and ito 3C-subsidiary (or joint venture), 

fhe online* rifip cervice" could he provided (,•) directly ty the 

foroif?j parent (or holding) company to the iubeidipry, or (b) the 

services cuuíd como through ¡à contract bolseen o third--j»rty 

ex-patriate en••lneerxn," í'í¿TI> ->nd the firent foreign company. 



iii) between an operating fir* in the a.vrlopxn.; eo-mtry and a foro!** 

engineering :<ìrrn, *; ti th., fermer both ro-pi^t ** user 0f the tedder« 
services. 

iv) between an on.^nç^oul -"im n tho de* lo, 1^ country -ari « indexent 

oversea ertfneerin; firm, with the ultimo recipient of services boinc 
8,1 OMfAtlmr company. 

v) taf re« a foreign «iAlneorin¿ fxrro «H jja ^baidiary with services to 
benefit an operating company. 

For ruick refc.re.ice, this has been aiafíTí^atically represented in Flg,1# 

10. It is at once avident that m are dealing with a complicated serios 

of possible arróncente, with cana id err-ti ans be in?; different in cich eue. 

Wie choice of path is rar«ly in the hands of the operating company, for if 

it were, it woulú most likely adopt the etraiJiWorwardnaoa of rout*.(iii), 

To be meet effective, tue following »«Eternal« coalitions need to prevail in 
reepoct of route (U4)t 

1 )     freedom from currency controls, 

2) froedon for forcipi engineering firm to carry on butinées 

in developing country without nood of specific Governmental 
approvala, 

3) no limitation on movement of rernonaal, f*ooda and servie«? 

into and out of the country, 

point of taxation at the choice of the oupplier of engineering 

services (or provision for. taxea to* be paid by the recipient 
of services) 

•¿ovirning law1 of contract at the choice of the parties to 

the contract. 

4) 

5) 

11. These- oondi tiene do largely prevail either when contracts are exe- 

cuted between firms within an advanced country or »hen the transaction is 

between two advanced countries operating under 'free-trade' situations. 

However, they do not apply when the buyer is in a developing country because 



its? principal  objective ar>-¡ maxiuir.m,'» uso oí' nativo oorvicra, conserva- 

tion cf for-3i#i ^rhüi.ife,  ;;rcdXcr reliant.  .:,n  Kï\-1 orfani::., tiono to execute 

tasks, iraproveir-T.t of -.kj 1 i;... ríe.    Th.. Ion..--Lora objective of moat deve- 

loping oouritriea is,  in fact, to t?l  niuatj .-xtr-r-iril  <ir„«. ¿stance   is npidly as 

pOBciblo by promotion oi irriijonoun oaj. •bility. 

12, Thin  'conflict' hotten what in tno.it effective and what is moat 

desirable seriously  ilftctn the ty c <-f oontracts th.,t cm exiat.    Despite 

the obvious inflexibility onci short-rorci/i ;.« introduced, yet the objective 

of the buying eomrany in thi: at velo, in   c OUï try ii to obtain assurances 

w^eh the supplier wouM otherwise- próvido under freo-tradü conditions.   ?he 

use of a eonaultins company, «ßich could help, is many tiwue inhibited by 

ti* sane factors discussed. 

f 3# The» de^rea of sophistication in the engineering job, the nature ef 

the eentractinj parties, currency torn« in contract, forcipi exchange peti- 

tion, time of construction, etc determine firstly, what type of contract 

will be negotiated - turnkey, eorcper.it* yerviecs, str i/»ht ansinterins - and 

secondly, baaed thereon, the division of responsibilities between the partios 

to the- contract.    Each of these vili be rriaarily dealt with separately. 

V.    TURNKEY   CCHTRiiffiB 

14» în its most general context, th.- turnice;/ cor»truct con W aaid to 
comprise of  :   a) supply of know-how; b) Anoipn mi engineering services; 

e) procurement} d) construction St erc-ntion* and e) start-up. 

is an extent, the choic   of the- turnkey alternative in a developing country 

is the san» as that which obtains m an advanced country.    In ¿jeneral these are» 

1) where the engineering firm ia strong in its own innovations, and 

which arc, in öconoraic terms, aa important m procesa know-how 

e-g. a catalytic crucker, 

2) where  'mediani cnl guárante.«1 «re of over-riding importance, i.e« 

off-shore drill in*» platforms, 



5)    whtíre cu'jn.ul'i'V ".Ml :  m hi. •'< lv    v.,n,.¡ , 1 *•   "-1   ••»./ -i -Oí ilir-i:..í,  j.o. nuclear 
pom r planta 

4)   where, over a do-it-you^eJ'"  il tv motivo 

j)   timo wuiji ifi hi.july moonurablo in morioy term 
b     own rraouwt-a, civili*, ,xpövlnn« arc inadoqu-.i* 
cj   turnkey ^uoto from contralor  i. .izerbiy lowo- 
d) »in .l0.rojnt ros^clbUity ha3 ;:i:Tnir1(iJnt m^^Jnt 

•id va?) tagst, " 
e) oontnetor ,:;uar-ntcea irr: b.-:.tor 

By «ad lûrgfe the. covami of dcflopin, c.u*tri,3j Uka ìndia, m(W not 

»©»alîy p9Wll , turnkey contract for tu, conoidoraU*g fiven in point(4) 

•irm though tte client may opt ic, it and «von thou.* ov.-r.ai coats would bo 

l»*r.    The rauco» will be «plained lfltw.    Hoover, there r.ra three 

spooial and additional situations v.hich often make tfc, tura-kay extract 
favourable in th« developing country. 

t)   <rt«*i there is a ^veniœont-to-Oovernmont -tied-aid« arraageiiiaiit, 

JfcP6, in order to hav: prier uasuruusc that »aid' will b* 

utilised in the manner it iu «eaut to be, the aid-tfiving 

country will of ton select two or th:-e. of ¿to üa^iMoiiag f iras 

with one of whom the -livni; muct place the turnkey contract, 

ïhia patto« ia also adopts by tte 7orld Bank, for oxmpU, 

to obtain .laaurjno« that it, loan, will be predictably beneficial, 

3)   whei* the foreign turnkey cor.tr-tor en oxecuta a project with 

a significant 0r»vin.-: of time duo to his or-nin tional network 

and prior oxperionco: in Ihdi.u, for ox^iplo, fertiliser plants 

A** »any tinea tumk-y-jebr if tir iwí3Si»t is? tht by finish- 

in* a project M, any, two year, ovor a 'o-it-ynuraolf alternativo 

of 4 yonra, *ny additional fprei^ «..frr. ,o^n^, of a tumkay 

contract ip offset by the two year eschar Davina in product i-porto, 

5)   where thero arc large purchaaoo of c-uipnent mil m ter iL- to bo 

made outside of the develop? country aia whan jr-oouraont, 

oxp!áitin¿-, inspection and «lüpacnt noceseitii* conuiccrr-ble 

d«paüdünoe on a foreign entier rin¿; coMpany. 
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There arc many dieartvar.t;.;-,.g to the develo; ln;; country in a AC-DC turnkey 

contrnct  : 

1)   tÌHjTii u irtûd<3ou"t'. tr 'íistfo-r of chil1   (teclnical and managerial) 

to the rtowlop:m¿* cosi try ('the bulk of aiilleü knowledge leave» 

t'M aountxy -'h-n the job in over'). 

2 5   corridor, «Me f o: :>i x oxch;>n~u rfoulü bo rij.<mt when alternative 

ÍJC-»OI*íCOB c,:n "J lp¿«i in coniorv¿-.tior* of fcroijt exchange. 

3)   sur-;-- eontr-ctr do not ontour.if..' tao <."t;b] iö huent of indigenous 

fabrication -n<i m uf^cturin, fjcilitioc, servieo afoieiea, e*e» 

15. fh«r« ¿u-e hîco f..Me spelai wui i«ä)ort-nt considerati«)) agsinnt tte 

use of *ß-turnkey servie     whafr ti» AC-f ira does not itself flff? osefetiag 

planta,   for cm«, the âC-Uiw wools .-ot be able to most effectively train 

client eORpt-.ny'ft operators ««úico it has little control in arraneeffients mad© 

With ft third-party.    Secondly» on «¿;.¿ij;eerin;; firm ia unlitely to jet at 

that production and marks tin? know-how which can only accufflllatc with «1 

operating com^aiy.    For those rector.;, when an AG^g^ySJSl ea»#aay offer» 

turnkey servicio, these arr. preferred,    (fit contrita linking a developing 

oewitry with the engineering iccncl;    of ïocinliat countri«8 - say lfcuaniat 

in rospect of petroleum   refining - tlv? dt v«lopir. • country is of ton able to 

gain on the socket j,yo operating fcxttrieney of irany of the fins in the 

Socialist country,    fhis is, of court J, not  K>s0ible with the 'nartait 

economics* of tlu Venter« European eountriai;,) 

16, Vfe lv:ve 3© far look od it t!v? proa ana cone of the ievalopinç country 

frtvourin»; turnkey contracte with Afi-i'inna.   Ar<j there lioitetione to AC-fira» 

offering contract« to 0C<-finc?    Wies« limit- tiona «re lia ted below t 

1}   »here th# AC-fir» k*m tra furainh ti»«, eoct ma perfOBMRce 

guarantee* whwn it hita little knovrlvoVo of the productivity 

lávele and -.Ville of th   labour it   .ill ueo and over which it 

h:js lini tod «inn erinl control, 

2)   »hero- thrj AC*fini m# havo tc ,;iv<«  'hold liaraleria1 aaauraneee 

against knov-hov inf rinçaient r when it if, .^onoraily not in a 

position to fully arac, s tho L k>il <uU jatont si tuition in a 

developing country. 



5)   where the AC-firn ìE ìinittd u\ itt ability tu use modem 

ûreetion, co.'.otructic   .-¿na ií>'civ..itiun-a3i. jinory, etc ;iinc>i 

these  ^•».,v VîHV« to be- imp ertoci  levari Wi.er»;  'Mr. is posible, 

thero could be lira4:•• i.ionr- ox the ability of DC-personnel to 

operat.- und nui^t^in thon). 

4)   where trie rinkw o;  .- turnkey .job r^o not ooranensurht-.. with the 

sizii or scorn, of Un.-  turni-:';;;' irojcct, 

17» ögtft If In. termed i ario 3. in turnkey con tracts». 

It is a rxr© situation when the AC-firm, without usinj an àaterme- 

diary located in the developing country, can carry out a whole project. The 

intermediary could be a subsidiary (or joint-venture fina), a Lite-team or 

a third-party enginesriiv: contractor,    "'here auch is idoptod, it iemedia- 

iely introduces B currency aituation,   Tht turnkey quotation then is inva- 

riably in two currencies ( î ) in the curivncy of the advanced cotmtry for 

•ervicea rendered by the firm "outside" the country and (2) in the currency 

ef th» tJG-firm for poymants to labour local uarvices» cuatoa'a tariffe, 

local taxes, etc.    '/hilo a "¡nano/jemant feo", in terms of foreign exchange, 

is j»r»iasible for services wndored m ref ìrsnee to point (2),  'residue's 

after «xpenae, or loases cannot -enerally b« rwde up is the foreign currency. 

/!•©, a tax proble» mmer, which xn Ici&r discusseci.    Thi.0 is a aeri eus 

limitation to AC-turnkey contnets, 

tS» Ta* implications, «overrun- \av, ir it-ntion,   guarantees, supervision 

liability and currency arc problems which reçoive special attention in 1C-BS 

contracte. 

<9. In moat cuses <»<»i;ieeriw/>. incomes are free of tax in t?«o developing 

country if the contract (*j) i-¿ on a lu»p*8u,i biaie (b) is executed 'outside1 

the country (c) ie paid for in forei»?* eum-ney, jfjain 'fateli«*   the country, 

and (d) if service» are performed only once (i.»'. if no periodic income 

accrues to the jn.Mtn*ierin ; lira throu -h U*: u¿o or tte inforniti on, as in « 

straight know-how or tintant licenac).    Those condition« influence contrfct 

drafting in thet tr« contractor tends to lc;*ill.y 3^rar-:tu thv; contr-icta for 
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know-how, «.-lae-.rinß, action, etc ¿o -••: r, ^Hfy for tt* tax-free aituo- 

tion (even thou-L hr- may stuoli:/ ir.v,. to p:.j c.uiv  1 -nt t **• In his hose 

country).    Tn son* circu^'..^, U« oliont in ti« d^elopìn,. country 

(but generally tte Governncnt concerned) *;.>• foro,  the ailu-.tim which will 

>^ke the contractor'3 ir.c«.-* liable to donar, tir- tjcoc, for by this reaaon, 

the uevelopin;; c-ountr:,   ir. r.ot only richer by thr tea collected, but far »or« 

sifttific.-Mitly, it ouver. on tiie for:i •?» '-jccbrnj«   portion of the tax. 

20. Ch ito attor hand, in some c:.:^, s»v:«i wter.  tic tax situation would bt 

of adv&nta:-? to the eontnetor, ho may br> rcluctmt to acpartt* out "kaew-hem 

froic »«nsinueriiifi" ui+her for ro:«ow> r^M'ua* to his ¿uarr>nteo obligation« 

or baeauso te wait« to wint-.in soer<:cy over moot of the dr.t: ht supplia* 

to ti» client.    If tbo client is      fovc-raaai* orrr-nii-.tiort, however, it «ay 

wait to r^-use m^^rim in other jutantio-1 pi-¿nt».    this is ?. cmfitarfor«* 

to the aingli; conoolid -.td -..jrwrwit« 

21, The cngineurw¿ contr-ict, even if 3«f••x-t, eottM be subdivided tot« 

ca*pon«nt \jroar.t-ntr. if f.-Tronti*, it. différant eurrencion ".re involved, i.e. 

doll rs :M rupe-s for -. c:.t? ii Indii.    Thw, ti« -jrvction itfTMMftt oeuld be 

in rupe«« 2nd tl« «n„ir.c--rin.T dr*--J\..3 and m'im tin* sarvieça -graaaent in 

doll-ire.    ßy thii u;v   of -, loc 1 mteraedi-ry it io Cionc tilts feasible to avdÜ 

tn* liability «** îœrl cur muy ine one, 

22, Thare could ul^o by aepnr-te  'supply'   ni  •scrvicas1 -iA*e#a¡¡nti 

wherein foreign pure Vr aas of equi pèsent ~M -SúCCí••tc<i aittôrr. (»ay welding 

inspection rorvicj;?)    r- fumirbod under one   tre3i«*.t   jtd engineering 

drawings, phmt rpocit'Lcti<«ii., c^r-Uari infer?-, tin«  yui construction aupar* 

vision » tita tíervicoí* • irò tr-jienitU'd throu h nnothtr -.pnemmt»    the firas 

of tii'ioc is ,-T.* y» ir$<   of fjt while ti«o s«ca«i couM bo t-twid in ao f:sr Ml 

income is derived frm ne-rvicea .-xecutod vithi.i the d«vclf.-ping country» 

33. 'Pbiß ai"'u?tion of ; • i .r .trsd ccntrr.cis i¡i not .   problem of contrant 

moehmico,   *>'_• pariti on for i j>-.rticul'*r r»i-.2on :^troiuc^n revcril uBassoei*« 

tea i robleda.   Esc«-, vi.y- r--.tr \r>      -'-.t coulu hnVi   ite ows limit-tion of 

liability or responsibility whir;!   m: 7 or my not h   dvr.ir.ik to ona of th* 
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parties, fee» could k,v« a differ nt ^rnir . la„, aft oaflh efl|ik ^ 

arbitrât* Hiffemtly, To the li«»,, ,Uoh an an.n^t «„M to 

a iMrtaUij of th= tainted ronro^xbiUty of th. oor.tractor. 

24. '»h,,* there arc a^^sLÍattigí Offrono» .y^    «* ^r^t „ 

ft ^1«P% country «ay re*,!*! th*> turnkey extractor ta twnUh look 

nmm»Um to th. eliont to .«our« p^to.   s«.n cuoront*« a» fMaM 

% tho contutor throu* his batter, «a ta. tarit ««tort*!»- to **J» *o* 
te oll«* ^1 furulc id**©*, «* to ^^ er whleh ^ ^^^ ^ 

luv« f alKHi« to etrry out hin obliaotiowu   Udo is * «*tr*»îy éifft^t 

a*ea to a, eti,t* « it iii^Ättrily bri« p in tin M»»., rteofoint.   to 

taut, for cardie, «11 c<w,*mm% or^ioatiais piseinj tumjwy extracts 

rouira those oowfcr-^raiteoo.   «My te aownai.oit Mtocmat d.ali*.,, 

» ( %rtd) Bmk-eUoAt fundi* :, ara such -.urmteoo of loe.er ás^ortAe», 

*^r paroRtoos «ay at© bo retrod to eo«ter-«or«tae coatr^tor't- 
Porfor«cince-5Uûrintffô obliai ti on», 

»*        ft* term of «outra«* it; nor», tk: 'coot-fl«« c.to^y of c» tract« 

ora not tzmwoû by í#f,i*pta~ eemtrioii •« it «troika imtêrtoiiUiy of 
**t*% oMftnoc. ooÄitt^iit,    A 'fart... «, *m^im% *, t&r^m §Etímg9 

#ipoMo io onl, «portly at^p^i,   fimù^u ******¿ u m emtm 
rrof rcïwc 0V3H thou-* i, could *.-« c hi^r contre* ra«o.   mm m 
iweaity proviaion« * not pono ^ spusi,i mhima it &rbi^Um r, 
r»y ean b* .suitably jerked out. 

»N        ^finition of CMTrgrteY io aotwtiiwa »*UUMI*.    *o©id CIOMMO' eon 

be «to« bat oineo th& Otvoim^gnt of th» «towloplii: ie • »pftrMoipwif in oll 

fwwioji exchun .o trojwaetioiio, tho cli«nt*e panent obli • tiona or*, tei* 

»*«•*, uitder-writWB by the Oroimi«.   0f •*,<** ma i**oti«*i concom 

to th* licensor ,m (a) pmnmxm m to who btmr^ tí» ©out of currency 

eonvoroiew and rmsittamu.., it*. *» day-to-day fluetnationr in the money 

«av:*   mil 9ffuct the «jaomta tr;uoforrod ftt ti» noj,itìnt of ili tr»e»itt'iî 
(b) what provisions Are „^á,» ln tiM evmt # <<nralu. ti«/iwal«atio» of 
<n,rr*ncy i& ll^WB, tl* U« ti* cír.if t p^RWit is node br »Hunt aR4 tctwu 
pr-ywont colloeto«!,   fhoc.« ptHodp eouW be Ifmg if sfooi*il trwowitt^l 



eioarancea tre involved by eor.tr-'clor'fi ujiitrt..    If this ti nc;,-oticted 

throng a apecified bank U*n it juay fcacow tweerrr.iry to obtain Bank'» 

concurrence an tie vnavfl-nnta «rado bet>c--n tî-e client <md contractor. 

f?t jovarriittaf Law ia, 01  course »a nej-jr jí-oblüir :.wi,    Devolopln^ 

contrita in ganerU uo not have adequate •ci.oo-hiiitcry' w.% ri «I and local 

jirooendout «u th.it tho contractor can ¿; culate on what court opinions 

otntM he in the event of dlffieultie.».   Ti« contrae tor* e jfftfwponca could 

I» fi» diajut' a t© hi r«solv«4 in terao of the luwe of his own country and 

i% I« vier-vorsa for tht cliant in the dov-lo¿ iag eoimtry.   In India, tht 

governine law ie ¿memlly of tht licensor's country in the cue« of toow-hou 

mi Sadie's law for engine«ring contracta.   Key jSrofcleB-araas aw 

ijeuro, strike»   «id lookotttß, chfta^ in statutes, etc. 

»«        jf**-*»«*»- «a^eionE arc epnnUar in termo of the rulas of tht 

aatMMtiaBnl Chwhif of eoMnrMe In faris, France hut the • locala1 *atrw 

tl» yroceadin. s «All ht eondwted is uotemined by who initiates the arai» 

triti«,   Bow»«*» the limiting conditio» of forvio« e*cht»ije »ta»ti«a» 

foroe a a tuition in whte»    tí» client aay nave to fornai» his rigtlta if, 

in là« optai«, tht coate ef obtaining rcùre-sfln a foreign country would 

involve a Ur#u initial forpi#i exchange   txjiansa (and for which Govern* 

mmtoi. aw-rewl «i«ht o* difficult to obtain).    It io to be notad that the 

client would ì«JV* to use houttatiaial le-al und technical experta to proseed 

ia a fewi/js country which only j^wa to vnit-wco conte and the time involve- 

m«nt.     fhe ven» of a thArd-eeuntry, rc^r^utin^ ?. compromise en coat 

considerations, ia m alte.native tut is .icr» Hutía erfloytd, 

f§»        yfPfiaaa»narforatt.ic^. muiránteci. involve eoneider-*bl.: délibération.   In 

a tefftkaf a9* tt» eon tractor »Iwnds ever1 H f ally performing plüit which 

eautmtially •oane that he would ha va rectified wy process delects that 

•ecwfai at start-Uf»   However» sine« it« d«cúio?u it this at* \. *ra <»s ;en- 

ttdly thoae of the eon tractor, the e lient ir, kej i outcide of tk conn i- 

dsration« md co«nronia*a involved.   Thir- my have Ufa» oui cest ¿«plications 

which the client would he unawaro of,   "Involving" the   client in sueh 

daoiaion-owikint hau obvious ra»i ricottone, 
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30. The developing country generally doen not have the -labórate safety, 

construction, operating anr1 ntmufac turan* cod^ of an advanced country.   This 

means that tho contrao to:  is .?3k(ui to apply the '»b»-r.t prue tico".    Thus 

extraordi^ry provisicnr for rilutici control c-ilä H incorporatoci by the 

contractor having- little relevance to the client';.' environment.    This a<?ain 

is a difficult ars» to negotiate &nj  »jurircjit =.e\    L¡ « ¿traient pn^ineerinc 

contract, on the other hand, t-ie fn.jinegrinc company »r. overall obligations 

are limited in that the client will normally specify what baa to \<Q done. 

31» ®»'supervision' resscneibility of the lci^ign contractor is «aually 

a cooplex problem nince different legal dufinitions prevail in respect of 

thia term, and its possible conséquence in •ne.jlicencö '. ¿aeocieted with thio 

are the policies or the domestic (DC) insurance companies covering the risk in 

negligence,   A full turnkey job obviates the problem for the client but it 

is very much present in "quasi» turnkey jobs wi*r. the client supplies and 

attuages labour.   The Utiual posture oí  the contractor appears to be î remedy 

fit wrong engineering is free supply of corrective engineering? remedy for 

faulty supply of equipment is free supply of replacement equipment, etc. 

Beyond this, the contractor eccrts no furti»-r rink.   This is almost always 

en acceptable attitudo to the client in tb- developing country but failure 

to resolvo the issue by overlooking it eaa have serious coneecuence to both 

the parties. 

32. In 3one circumstances there ia more than one signatory to the contract 

on the contractor's side.    This may happen if tho know-how is not owned or 

licensed by the engines-ring company but in offered by the engineering company 

in a liaised »package deal'.    In developing countries, the tendency  »ould be 

to make each of such parties 'jointly .»ui severally' responsible in resjwet 

of all the liabilities in ta» c<*%*ract. 

53» Patent indeaiificaticq in rea pect of know-how and en^incriní. innova- 

tiens could present problenss since the contractor would not normally know, or 

even be able to study, all patents registered in the developing country. 

Again, the legal institutions of to developing country coula introduce 

unc^rtainity.   One way of resolving this situation is for the contractor- 



licensor te :3t J.v.'K>t ir.ji ,>r, J'y p.j,;!)   m  r<vr<et, oi'  mir Ki'^rvntí; on   .-atout; 

ro£iat>}iV'd iXUáíl  '(l  ^K   J;•*''   ' "'  *"r '    i .r--•'••.»ii     i. ;  •.-. •'•.*• .•     ''-•   .,hai\- ra.ts on 

llti£n.Uon  t'vr   r-v --•—'    f*• j-at-ni-   rr(*i.. ' ••' -     J"t-,r  in*  (lit»', 

V.'I.    r;Ol;?03iTi-; ^CfcHflí 

34t Comfofliti; toou-ho.-' iac   ,?i iiit^r^Ji/.i'y ./: <tu& .^iwn*. tlw- turnkey 

Cäßtrfiet mú ntni^ht ''n^inf».. rin<;.    H iü a 'nix* of know-how ¿ivi wvjlnueriiig. 

It i.j, in %cvirv  of "-ont '¡i v-: loping oouut,ri*-*Ê«   t'«* noi't. fr-:*''cm i'•«!.+ ffpl 9f 

tocteolo^y tranr.fer.   Sv.-*. the  'turnt:.-»' <*ot;+".:ct '•.•ini»Jo-r>ou'.t FMfironsihllity) 

becor.'.o quasj-tumkwy in ihn devalo ¡-tri;? country, v.iri j:t from composite 

aervieííH ani; in i<^n*«..^,    T-his i.a >vc.:tuj?o tht .iJic-nt'a ectiv:: j-.irt iellati on 

ic riffceenary to oiv-.atn (jov«-rwi.,'nt n• frovaiot provi ¡jr. r-nd r«uato lábowrt ote. 

§1» ©e»p«»itü*3« rvjccs type ¿f cwitract is al....   n ñvol^tiwiry for« of ti» 

ttcmkqy eoncopt ....a organinetiene ir« tht. üvmño<--m¡ cflunU't'}." i-roi'p'3aiiív«ly 

t»t»*«owî m tmìr ^.^hUity, 

35» Two ¡-it«., tiens ;" *v:,uT cenprnt* j;.-rjf.-u.'f C)  tru: tendency of tht 

dowlopiij" ocintr- to PT'izu'.i.. • a.,    i.f -lo-ieMle utjai     :.   r)!U:.;rvt* foro 1.91 

exciuift£v :.<ri.'  (.;'* th.  -njor r^'-t ï.. ir- oí   A tur.-oy ,<ob in terr;:. of managerial 

flexibility, r:.,^'. v.-.iii   i.:il;iUty   W.i  UP».'.. r.t..>v.i<e;   .:"  tr<- Ir^ì frwiewotv 

ci   the  4. v. lü,inT -.ountry.    Cor.potur.- <IW-íH¡V,   U, .t.-  1 '•.-*,it it.icn of r^rvi.vri 

rsnduri-i, cctually JIVL-J.-.- uj  tr.-o rñrw;¡hti.;ív -:   . -  .Lnt   .r-jtw» 'vncctt 

between i.-*   -liAM  ,.».•  1),?. ..y;-li r.    ji¿¿ .jivj.. ion of  r^ion.ûti^ty jr.- 

in tvir..   of ruii.1.-.,   »ii-    ;•.:« t:?. c;..r-   a^- 1 r-1 : ü il1-- of t,v ¡.-j-ait. 

Ocr.plt.î +'n;-',    iw rctDt't fei.-.h>  to r»    'lífLu-j    wr'  i : o-..-Mr- unity of 

Qflne^jt, 

36, Cor-!.(/•,itr ::.. ,-vv -.- could • s ".jiUercá - • t*. -r ny Hin -¿li^ntvriftj firn. 

which irti* licorne«! .aii^-hy». fro". -i tlà.-u ¡-cr.y,   >!•  »\   'Guv-r.cw uupjlifer 

ct-iltí run-.i.h In,-  '«v-ih    riii/'..  hta.y alluci 1 cm. 1 .vouru. Í.JW-Jig 

flUPidiBr aa tía contraet¿"^ tarty.    Th..::-..    -. 

t)   op^rfc4.ioti,-a JWIVJI•.%,«£ - i.,-.-.   tlw oJù-nt navfic  10 j..p,:n-: ¡î-.ivlly 

on opi«r^tic«ôl .^liaMic« from th.' U-«,».,«r on à Jfii.->t.na bat»ja. 



Thin híit.'!<?nr in (.i) YI^-I   ¡ rnd'ii-        -, — .-      .   •   . 

wteivin tfc-   'six' ci-iv „•..  ..it-=   -lu-V ,;„.,  ,.,   «. 
•     -u  • '    -n    "  !•••  t coran.u,:i.:> :r. 

i\ refin-ry c.r  , roìvuit* rV i4   ih) ,i   .i    •      ,. t.i... i..^.,„ lb, I.lii,t.._ li;mlin.. a pr(%,uct lfhici; 

vMwro>:ü continuous "¡..^fic  caor"    ¡    ,—    . . .    x 

iUuu.j v ri   liona in r w n--<f. MM. r"W R' t"3  i:   '•'•"• r    r.-.cuPtic.l^ froren fooda. 
(c) situations '.fhirih invaivi. •-,*,• . *.-,..«-,   i ... i-i^.iv,. i4«,-..ri-incori oxj-anaiai ana ñivcrsii\c,.- 
tíon oí product r:\ti~j, ate. 

2)   «.ooiifcd oownit^tn - where th.ro io <a) IXíriod ^ rf ^^ 

tioa (b) dapondenc* on know-how suwli*r to a,c SUj>Ply chacal 

tnteraodUt,;,^ cogent-, oat-JLy^fi, etc <c) 3h,.rin¿ of R&D 
(d) aupply of ft»,., ^v,^! ^^ ^^ o, ^^ ^ 

»otmel, ate. 

3?. II* commit. 9r;PVÍC¿í ,.ruer nt couli.   lao rum|U rmn tto toablu^ 

«T sitter of tha p^tk. to ^oiiriv.ly split up •kn<*-h«..' and «a^nocrii»*. 

*»d »t obtain a satisfactory durance of niait ¡xrfommco.    The know-how 

supplier «Mertak« to do tha av-i^rin. (or , .t it done bv 30««e I« ir 

f«iliar  *th) uo that h, OH» n- th* client  « accable w*ee3P-u-Mit*, 

«dtrtHkin;:.    % the license, thn codito ,t>T- r,,lt i6 dorirabl« when ho 

i« lifted in hi. ability .o currjrout all or port of th, anuria,. 

*. *•* of the jroblcma ûlrfi^y «fccus^ under »turnkey rejects» carry 

«W with »siaor «dificaion to „h, ,o^it, o^i** contract.   Tfene «o 

t» implication, «ovcrrdnc law, arbitration, br.k guaranty, currency ««I 

f«t«t iad«iificoUcn.    ,:ovcv,r, the coneo.tu :*  ^rvieion utility', 

|«rf«Miic« (iMcr-iìtew. op^tim ^ .«mui.icturinj eedte ehnn:    .Prr*ciably. 

¿detailed ind.fltifie^ti.n of r.>, onmb.Uitio, in  'ecop* of ,r:„inocrinj• 

ia a »«betaiiUwl Vitien to the c^ro.-.it*. .-(rvieta -.«reeiÄmt. 

?t. Although thore is a ü i vici on of ^op^ibiliti^,  thoro ic moro «f a 

Sarnie intorf-,06 betwaen Uöe^or ^ lioene-.* in cor|u,-jtu r..;rvicrs tSwn te 

th» turnkey or ntrai.rnt-cn^^rm,- contract- .   To Ue cicvaopin^ «otwtry 

thia is en -/ivu-.ti.^ in ti.-t by lieonnoa dvlih,r.st.jly 'ir.volviri,;' Mnrjlf 
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with Heritor \u: L:.r,2 r.,; '/ili.--, -v«: knov, luit j--*, bor :t"it/~ fret'! the inevi- 

table   'show-how'.    To th-.- licensor,  Hiví-j-.-d r. '.pon.-.:i'fili ty ir^anr a reduced 

obliatici» ou proceri •  p-rforr.vdic^ ::ir.':c  'h.:at-irücr-circu.Ti.*: '-.noe- ' compro- 

rair.iîS ar¿ often viad«.    It ir, to be noted +h. *•- i-i   t dc^clopirv. country its 

propio arc not tr/"».v; to ^.rtom, the   job of   >,,.<.•  to ehr; ìeLm 's or t:chnolo.;y'a 

ultimate cibili ty; th¡.y aro prewired to ur.o   i lo^-r r.-t of p^rfomunee 

stäiid^nic, 

40. Tic en .lineo ring portion of the- composite servi res contract ic divided 

into tn&t portion \:hicn tue- licona?.? boli.vv.:r, ht. cm eecorajlinh and that 

portion hô cannot accot-nlisi, (v. itJiout imj.iirinj proce^ performance).    Thö 

licensor's %co.e of work  then onurgcí: .w a  '.residue*.    In India, the  tendency 

is to divide up r'crJr into i(l) «nf;ineer:mf- innovations that nay be involved 

in proeens know-how, i.o. the- phycie.ìl confi juration of a cytolytic roootor 

(2) »bicic cri,;¡;inoorine•, i.&. tettcry-limita sTvcification of till najor 

equipment like U-HUcxch^vrcrr., distillation columns, key process ñphiQ 

(3) 'detailed evinci; ring' which would include Bffrl ii,:ijr.--r,o, mechanical 

specifications cf equipment, civil and s true tur il './or':, raw material and 

ln-irocesfl e toraci, é-te -nui (4) off-MUs, utilities, effluent- haulling, 

etc.    The first t\;o ;u\: alr-.Cï'.. - lv iya  h;  Hco.v.or'r, scopo of work and  tlw 

lint two lar'cly licence*:   re;;pon. ability.    Sol in i Motu often beo COK complex 

beeuuec at the tine of oa.trect development licenser is not nwaro of all 

that will be tr..referred under know-how. .MI: under 'net-racy' ¿(p^.^-nt?, 

the licensor will not nur.ply full lieto,   \n<l <w-cif lestions of oqui.iaont 

because ho is uncertain of ti JO lcc-J. protection lie her..   Further, sine* 

licenaae ie unlikely to cohptnsßti.- llcmaor for dev¿loyii\; such infornatici 

prior to ccnt.r-.ct execution (be.c..:uce cf foreijn "xchw^: limi ta t iena and 

-ov-mment eon'rois) the lutter -ill not km: ,..;vcloiwO. éne^tutc «ngineorlnt; 

infomrtion for tie specific oipucity, product-.-six ar.d rav -.¡tjr.tal condi- 

tion» of licensee's pl^nt.    Heuet work-seoj-, hue- t; be defined under a 

trying situation.    Thiîs ia not   -11.    Th» Licvusor',; .».rr^ttut to .-supply tto 

•on^meorin-' or  'dosi;*' of a K-t-exch.ir.-x-r, i or cx.-nurle, cm nesi 

something dim-rent fro*. wh.:t the client v^itod.    Ti«, licuor -.MUM k.vu 

m«mt rating sheets ohwlnj heat-load, pr^ru^-droj lin.ii...tAí»-,sl fejüin; 

factor», t,:r¡.iinal tempers.turer., etc. - i.e. «inform ü;.„   ;.ufijci(mt for a 

\ 



rompent ^ ,t-excivme« ^ntf^tur.r t.0 ,,r ... -n ,,0 „;, , ^^    ^   ;? 

often not what th<, cJ >nt f.-i.; ;k. ,,.,< ,.T ,-...,  ..A     ,' 

wsntoa a¿.ecii-ic.-.tit.iu oí" -;.yr.-. ^.-j  . *,•-. ,. ,„ Ji     "       *—••-'•r.     '      •>•""•' c     :u  f;ir..   ,f   tiu-ir..-, 
nwiotT of f.»r,oost tnffiin.7. ,-+r, .. -^^,„   ••,.-.,, 

" ^  •   '   -:'-'-'••-<" :-:hjnw..:r n-anufacturor 
«.u „o^ny „.cid,, ** .,„, t„. ,,T,K,,,:.. fil,..  „c ,;t ivi,r th ^_ 
t.«. rlraa in india h,v  Jov.,10,*, cu.*.iä,to   ,,,,, ^.„„„t, m,c>, «. 

thoir -ozKrtenco- ta such o«;trotta-;.   A)v,„ ,.«„ ,., 3 !u   „ ,,,f ^ tha 

»ort ..«:13 « ::uch ola30.fJO,jtimt5 waj M,  .pi¡icullt. to otiir ^ 

cou»trios. 

41. lte^o allineati«, (wiBk .ro ,.,„„„,,„,, tt. f0,ltr,0t3) Wi ¡wOTiir 

»1 JMfiBUZ •««*<* of work' but «t»-,^ ,, .fcf^t by thl. ltoMor tlKt 

bc has w.oused hie committment wd trtrr-d it 'n tv>f «„+   <      * *   , ,.   • "' irii-'-a ix  ai tfut, context.    Actual divi- 
ffion of work Iff „ortf^ *nt i^J^^j^snt^^ ^ ^.^H^T^^^ 

¿pd after X^nnw ton oht^ ^ w,...,... - ^n¿n     At thin point of 

tunc, further contrite coull r< suit in «hicî* lice,.,or «rtortak«, to procure-, 

inspect and oxpedito »ror01.-n-rnrcha^d' eçuij^nt. 

42. Oince licence ha. a r»,* «ability to a^,!,       thst FOrtion of 

««Tic and équipât «Mei. io indi^ou.ly nv^iao... kro*h** **-* *. to 

th*ir adequacy and  .«.tin*. *th lienor.C ,,;,!,.    Tl-xa invoca » „lo-at 

of supervision by the liconcor with nil it,   liaúHtioa.    In muiilf thin i„ 

resolved roa;t often by the lienor.    <vin    *iu. «'•+,-•• ^  wi^ urinât  ¿,Avxn.. r.»iv riv. t to liixricor to rtcc-..yt 
or f»ject license \i BUI'isl ics.    if T   'r„ • rt*.. t    .   , •,, oMUM¿(.M.    u .c   ro,.t et; ', .-.nil ixcenaao in not in 

ni,-reoa»nt and So«r> uhoad with its v.sw*- Hor    •—„•  , ^„w 

fall« and ^itie,, ,rialiv; ^a tli ^ct,.,   ......^^ la> ^ .^^^ 

of the lio«»«,.    mi0 thi, coul, lo,d iy -  ..tenti ,11,   ^ctntivc ^ 

tlon in the vWM Cf below-o.p.ctntion ,, rfotr,.nc,  th. ¿^r. 1 «prricn.«, l9 

that tte client will ra^l;, ,0 ulw ,1   dth .h-.t ifc   .rejected'.    Tn .nuc!, of tb, 

aeciaiai, that liconoo, n**«. the ^iaBie lo ai t. ölflio.a w,rk,hiljV in ••. 

«itnation, over tne genomic co.»3e-:i»c;,cu.    5Mo U. an ^«rt^t .tt.tudc 

which is apeci'icsll;  di.cu.nod lutar,    (h,   «ldi.ticr.al ;rohl,,, tte licomior 

eneowtori, in dovcxopm^ cuuntrion ir, tut ¡e ù rmtr.'.otu.-a.ly ::: ked to 

•approvo- lichees' detailed euCin,er^; oven t*:u.;h he- «no rcopon^hility 

for it.    This ^esontc a difficult e orario;, ti mM ¡,-oblotn. 
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red- 

oes 

• .   M-    H- i.-'- »i-'.-»';    -icr.rtF. liability in 

« "......  : .-.,•.«* fi-.' forTi in vhich tho 
the event of br;low«j*rj. r, ¡v'ni'ri"',:    •      '"•• '' 

,   j.n ,.„•.'.-if; •;, urop.-ss or engineering 
liconaor, gt Ins /solg ortion, ^^"-  -° !l'c-  ll-  -l i,r ,c "M 

defect, at hi y cost, jn-l/or *<•• vo.^^ir^ij1 to.   * n ..... i.t. 
v   •  -    «r  t.-  T-iti.  •' - u-tc -i Ptí-bKo..c naxirium liabilit./.    To tiv Upon BChoaUio  OÍ    'J,. ,a :lt!i u    - urso   A ^H.JI» 

f  ^,.-^ì   TI > '.- r< i 11 ac ti er. 1  the 
develop; contry, j^uljil&ïï^^^ » 

„.  - •>        F,+,   u-, f..--"K'.".is on u^hnic.il cvor 
oxureiee of  1 l-.x-.: op tu«  IF. Unacoor«...^.    -'J-'- ^ f- .•*•• 

economic purfomuico U*y, ^^ •* «""I«* ^'^ i:wn ci^tin- coet)' th* 

«mlovliii; couBtr.. -ouU nonwlly ir,'«t that licensor undertita laical 

»edification upto hi* r^r. lability - ci* îcrM;:: evon above th» ltoit 

but with tie incr-.mnta cut to tW account of to license,.   Further, to 

moat «ffoctivoly utili,, tho ioraisji exchan* invola, th, lie«««« muH be 

willing to nuira,,- all of lienor's local currency costs (labour, etc.) 

44, In ilio natter of overall contrat liabiUtieo, ti»  Mivisiett of 

.pcnoibiliti^» oonaept ruco^iw« tnut com; reni*»« mdo in the cireumatai- 

Of the uav lopinc country do not permit ti* licuor the tr** exoreia* 

of hi» knou-lK» and onjine^in;:.    Hew , it is usually i-oMible for lienor 

to provide a lower 'Uglily cov<,r«   to* in <* AC-.'.C transaction.    ¿litre 

thsro la lienor participation in  th, e^uit, -Í <>. DC-fii», qucntititiw 

expressions of l labi lit.. :.r* not uc.iuily cnllw for   ince the licensor is, 

in sny caso, sharing tho risr. of inventan t, 

IX.    3TRMaHT-SI"nT:-:ü .Mi::; CO--» CTS 

45, A strcdeht-eiKin^rine contr-ct ¡,ay r^ult iron onr: of tba folloviflg 

con;.iJörationo s (i) know-hnv   up]liar if liait*-; in reeoure«* to wuiortüto 

on.-in^rinf (ii) know-how nuiTl^r tiv-iditiannl^ '.crkr   ..ith :. third-p^ty 

enginon-ritt- finr and iv-cow^nus tho 3u«v- to client (iii) th* dov-loj.in? 

country's foreign i'unáe may be --ve.'labio in linitrd vj.iOur.V-. of v:.rioua 

currenoiM, forcin.«? tho .ituatior. tt.V ^¡ûiera In two different ooimtri** 

lavo to respectively fumiol: know-how and -n.-incr.riiv; (iv) an inUiçuiou» 

mrvn^rixic firm which is hnndlin,- -i contr^,ct recuire* fu^ioaieMtary ungin- 

ê^ring auijport (v)  the client is ivXi-anclLv. envarity cr duplicatin-: his 

faeilitio^, the know-how for t-'dc^ .-ilraad;-- oxiatr, otc.(T.V- situation wher,: 

the know-how ;:up¡,li«;r, hi «t coupos'H-, servitoti .-.avMr.-nt, obtains third- 
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party oncinoc-ring nervio--; t!¡rci¡i;h ..n "iüt ni  i" 

for con.'jia-sr .tion. hcrO. 
-•v:.n.-.!/T.t  ,-   JXCIUJOV 

I 

46. Situation (iv) ir particularly .vnif^M.    Ll t,., ritcr,<.t, .,f 

jromoti:,; «Hll tr^fcr,  India, tor ox.u.rl0|   ,,„,, th   u,,   or loc*l 

<;nCxnt,rim; firm* fcr even channelling vhol^v  .outaid. < ,n( rv,^- (by 

Civin, tax inciti ver. Ì.    For^-a on^oeri,, u• lllr, ,,.,,,, u  ^ w-1|] ^ 

specific loci «ßtoecrüu; firn; bec*u,* ;t ^bl« tfc« to net only h-v, , 

lenite» üivolvewnt in the develop; country but cla* j««,*^ it, ,nein- 

ocrinj ta«!«*!«« in  «contained' - M o; ^  to vnd^aci iTa?«n.t;;tion if 

storing services artì contracted inani.rontly.    ûft,n, ¡verna* of limi- 

tati«* of priste iW ir. fundi«« initial ox,**« In lar- .roseto,    " 

gevaiment-o-ucd «vjiae«.rinjr OTr^tions ac-v*loP.    The,, too't^f to#havtì 

lcng-terr, rather tkoi project-to-^roi.^t m v     ..-i«       „ -      •* 

Qrv;.:ii tétions. 

*•   «WMttftl H^TWW - saggi? i^oi;^- spnrq 

47. mny loCal probi*» of the turnkey ,.nd cor^ciW>rviet:S contracts 

*r« opiated in the at*HÌCht anorto* ea.tr«t.    Since Sur, i. lifted 

proprietory Vernation tr^ofc,r,d, t*  V">fc.ctW of tranurittod storni 

ia of reduced concern to the ^U.r.    Ht*u I .frin^nt, perforce 

¿tarantee*, auwrviaion liability, c^r.tor tr.-:..^ ,,U «* -roblen of t< 

two^unvney ration or, of "k;ini,h,d ir.ort^c,.    Th   tax Probl*n »loo 

*^tly 8ir,plifies i;  it in a  'one ,-cnly. tr ,,f r,    U*.«Uu, t!„ omette« 

of •amtfaciMrinç and construction coàen io -nriifiod .* ti    climit «ill 

nor,,>lly a^clfy the*.    Further, ,1«* th, wry c*oe,t in auch tranaiVr 

Implies that th-j d>TOloPine. country ) -n Co struct i m,.i ,nû mn^ri ;1 CuJi,. 

bill tics, it bocones pocsiHc to «ccur- t,a,y defi-  »rco¡x of ww*'. 

48. Thia ir, so in particularly ohort-i^m j*o.fect-to-Projyìt coatrsc tiap. 

riowover, whon ti,, contract is b^tw.:^ tw ..C ,  :« orCinc,-.rin«r fir:*, on a 

lor^-tenr b&aie, certain le,:Wi   .M payment , roble« .«rit;«..    In r^ar- to 

parent, cwormaonts of sano develo:li-, country mil r.ot aliow t. fixod 

perccftta«6 of ti» DC-ejviu.x-i^ firr-v profita lo t« r^atriat....,  it mi 

*o Hinted that tte forets f¿Wx' ^váv^mee U not involv,,' í„   ij  thu 
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 i i project;  harvU&ñ * 

royalty, is -I;;.-: not joi-itu   .     ' n. r Uv*  V 
tv-, -, ...•   r.*--   -*'• ï**   '-"ould be 

re^uiruti to ecteia j-rior >v ••- :.-.• •       '-I-'"'-   - U:-   •     • •    * 

dosr-itc tho cxiotu** of .. 1<«.:-t«r   contrat.   The  U& l-«^» tfct 

arise nre In tho definition o.   tl>.   .l^ui-, -    .      • 

firms öince V o esi.oral inrogrur^  • --.y tov. r   . *u*   ••- 
t> -•.-.•-•••'-' "> .jjçi-'î* only 

;fhere this is critical,  ito tendency n- far -u-w. «. ..*•.*•.-     - 

between «i ¿X-pftr«nt aneftne»win»; :J-nr an-; x«. JC-i au-   »•-,.    • • 

»ay be .levenvient regulation.: en t.*, ovw*. v ».-a ^-w1 ~ 

or-p-deatiotis, vitutl«.... t* .^it:..-^ * ^h ^mmer arrmtv**»- 

xi. fgg ^ vmcsxT nmm 

4f. WMR there is a b-:. tat ion to the* ir<    convertibility of cu^renci«*, 

my M^biNd analyse »y t;, prücipent." i.*  *   C-W c"-tr*t involve« both 

eiplicit and implicit valuations üf at lo^t r.o currenciop.    ThU ir- » 

«ifMiliar situation to •,t Ar-.icwwor« and it Hrflwnc*» contra negotia- 

tion and the iivision of r-'spouibilitier. rr^wJly.    Ti* re is «ylieit 

nvaluntion «hen a j-urch.»*: «i -cv.'-n i. rado in r-r;.e.;t of the sane curr-susy. 

fta», the decision «i iKi-orU^ on- of  t*c run-   . x ok« trie motori, iron the 

US iato, say, Indi', would ínvaV.-   ::trji.;ì.utorwa:^ .n,'iaoerir.s évaluation and 

«Mnofiio «al^uf :n Uvr..- of  :  rfonvji.... J.* '•-•-•.    "»* *• «itiuticn 

«oald apply Ü" all d.-Rini.«iP on ¿.rev,.-   .nei st-i-vir.-* arc rude >\v an AC-turnkey 

contractor ior tha build in. of •* flw.t for a T)n-c;i-;*it.    "«•• vr, »hen there 

l» tho n*«d far cJi.-nt"j r..rtiMpu.i* in t!    dwssion.» of whnt should bo 

teporteá, t>~ client would \* ovr.3u=.ti:vr thr. two v urr.«cic? both únFlicitljf 

and aiplieitly, with tb   biar nf ;-i*.;-.;linl; «.or-. -:f tv: ^.ul c-rrw^y ^ven if 

it ^hmcy» total i*o,}crt coat,    ^ut th. »iiJiificAit i.oüit h. re in that, 

fof variolic cfit-^ri s '-.'"   vai -UKI .'**vir-.. , l^^^xjj^L'' '•>» apBJjrtffft-4 

ytffwrf'tff    itmï-1-ju^Wlr.Edr-ïa-coM r.-itjo :;. «•¿¿t.^aBsöaiiiöfe» rt wilî ^^ 
íeBa•a'eeIPH^e^^^^^^|||H*,,*^^^^^ 

vitìi â--cii oí   the -yj«f ci1' í:f*ou.   ¿-.il :-..-s-vi7.v.  »r-v.'.-^I. 

50 For exanyle, it coi«ld b« t-.v?.lu;-itod th-t by i,.-r>.T.icntiUy 0f»>n4in5 

farcirti f>*cìvmco of un Sl-vi.000 »   . íiL-r-lmi-.-ül  .-xc -vi«or, f•. Indian client 

eouM save tho local-cur m icy uqui^nlsut -f 'JSV:yo,WO ifl .:x.;.w.-.Hon coffte 

(ueixi« atoii#t laeew Md ai^le e^uijeient). r-ií.^.- Lhuro  L.¡ no loas í*f projet 
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reliability iji Uí in.' only i,hour,  th   eli. r-.t •••-.•uVi not favour the äubatitution 

imleap hi obtained m na vantai of ••'¡lii.t, >, ..-vir; of   :S"éOO,000 in local 

• A Uttk furtisyr. cuns-.ni:;0. This is th,.- illicit vniuntion. Let no ü:--u¿ 

51. Fixture ¿ oho-.n the iajsict of   oi..,: tc th   two ^xt;v:v.: of the purchaau 

U^ericn aer.lo ior leu» c • iv• r.rt ,->*•  « rood. vurt:c;i1   lines ahow tbu 

wiÄely diffor. nt ratio»t  trial b eo:-r irplic-   2 • on th- \-,\zv, of  th i*rlicit 

vainoti«. (It ia to tx. no tod thnt  th   f or«i •;;   >?h.;>rv rot*, is ;JCT involved in 

this CíIGUUí.í.OP :;i3 it Ko-Jld .xpt.0y to UIJ etto ;orics of  Jïxiv). -./hat is íapor. 

inttt iß tiï-it   ru.:  tr::du-of.f t-H'twcv.n oxt-.;-m-1 .-.v ir,tenuti curr *icia§ WìBD vitti 

the ert-jory of -oocis; tt*i. in   l.1 profeta tkre is a  'nix* of such currency 

ratios, ftm *T:MQ»' th.vk-.clv.ja n^ult frota cormùtìrin/; avúlability, ptrfafw 

mm&\ reliability of .«onus, libow-contcnt in tk-  -oalii, country of purcha*»o, 

typr of oRnlit, etc - larjjaly nt--:i-arith.*Uc evaluations made by tht Ucanaoc 

uwrter tha influwiu,- of in:; ..conowic environnant, 

51. 0i«t"ticftal«c33t ia also rubjt-ct to the r-îuc type- of Implicit w& axpli- 

eit valuatione. Tho • x¡licit valu&\-ion inveiva <tetuminüif 'pay-baok« aaaamfatlir 

fer tbt tve currenda;;, reducir,;; oc nue h as possible tivù jity-back en the foroi- 

m Ctfyeney ¿xp(<ns¿ by »nhanein;, if ru-cooBary, tbu pay-back »id înves traen t in 

torn* of local currency,    /«a ^xa¿r,¿lc ie »ivm helov ..how in*: that actuation h 

would bu favoured because of ti*¿ tuc-currancy f?itu_ci>n. 

«li * 
Çflri 9f f?l»t 
1» laportc-d oontont 
2» Loca] contait 

(keratins Coat Sftvp. T, 

3« Imported ccr.toiit U&y, 
Solvent). 

4* îoenl contort 

20,000 
80,000 

5, "flhdifforgntia ted pay-back 
foried 

6. fay-back on local content 

10G,i;0C 

4»û0û/yfcar 

14,000 

45»ûOO 

2u0,000 

100,000/14,000 
s 7.15 yeare 
¿.0,000/10,000 
3 B y¿aro 

î.   Fay-baek m foreign contont   20,000/4,^0 
3 5 y^arn 

>$,000 

¿O€,OOQ/25,O00 
* B yijars 
15H,vX)û/l 0,000 
« 1Ü.5 years 
45, OOQ/15,000 
- 3 years • 

îaeludea depreciation mâuv »IwiU contant' 
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ff. However, if in situation B thoru wer«- no foreian-cxchÄigy operating 

CO.tr,, Illicit valuitiai, of th* tyi* ¿isca-îd curlier, vouM fa**»» it 

•v« if payhaek woa >.iah*r et, »My, 1T' y-an .  (îfc-is 5, G nod 7 bacooa idea- 

Hül fi» now Situation B). 

M,        The aiijiificmcc of this anaìyaif- to contract na^otUtitn ia tfctt» in 

ooapotite and •trai¿hWin^inc^rinc ¡vrvieoa,, tïu; en-tot *in. ft» i* ^rt»A *ô 

EÜlfiffl ffTTT «"fl yuJT^nt to ^^,o^t,  ti.,- two^mrftaiey fittoti« in 

ti» átvelepin, ; country 'sn wMeh nay h   co-itr?.ry to contractor*« axpn*«§o» 

tha iü¿©tiatioo proche? ia loasth&aod   i«ì contract iroviaicno î»«»© vottßi» 

BOW in Oidor to «tur« this accorded- Uon. 

S5» At t«eiiiie&i consultancy org-iiiiactiari, ¿œ concptod in tt» lutti it 

-Ü|y ff limited UBO in tt» content or deviloi ift¿r countries, T'fcy 'C-liotntor 

li oftan sorplêxed b¿ thw al tu* tien tint a TC-cUer.t, with ali O» OfW-tortï 

if M« i*ada<juato taccici background and ox:#riwne«>, prefers %o bypaa.3 Mi 

•âvantafea of using an impartial adviser in «valuatinj '*Jrt Te ¿jifttofolly 

Oflaplex teeiiiiea] alterna tivwe. Tiure arc raaiiy rowsoiu, as to wi^r th» 

oawult»t is not used : 

1«   Mi decision in a developing eowfttry i& n straight-forward ttíChaioai 

iülilout the client h%c to work within the   uiddlinen sut by taft» 

Oovurnr>cnt m to what produc W:ix .-ma c opacity is decimile in the 

soatwit of the planned cconory, where th.« pl_mt unit is to he loca- 

tad, what raw ^UriUs should he Uf;ed, vte,   Theoe r.-iv© «econd- 

ordcr canaequanees uni^w to  .tel' <-ov lo;i«¿ country, 

2.   îltefc arc foreign exchange. 'VUocitia.e*' to projects ; usiivj a 

torcici consultait «ató rancia- ti:«.- nett fuoda inv..-.-table in 

• projtct, 

I,    •acill-trnnBfer1 decs net take place for iry ttii»;; tlw eoaittltwt 

eliant'a learning proseas te inMlutod» 

#t   The consultait r>ay not h vu an optr-tin^ bnt»e in th»¡ developing 

country »o that »*r- i.  readily available for subsc^uunt projwctstmd 
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operato wholly-own,4 .,Lh«idJyri..n ^j-:*; 

or flev-lcij.ii.j c<-untriot». 
•'^«tr^ry to th,  pelici 00 

56, In tirria oí' licer;.;or-lic.-*nñi:v -^^H. •••r-^,,    *i flU •^Jo,i.;,iGK-f thifi «¡„.„ja thrt thß 

^^ lB ">'* t0 ^ the  role, Oí  t:« c;-...M,3t,j»t - >., i • aakvd to 

rmrUt to ppo^ plAJttíri  rccomr¡anf; ^ ^^ ^^ ^ 

57, tt* l« Initial luvuls of i,:,^ iu á^lop¡nj. C0lmtrlai| ^ llnlM 

Mltttei for ím-.eti,.. it, introduco te «,U ^ iJrcbte of ,#CW0Ble 

•ta.*  of products «it,, a• ^K B«eh i, oo,u,^iaUy f.Ä8iWe, fpa^B. 
tata« of capacity i, bfOU*t by tlfc  socfa(1 dicUtû ^ ^^^ ^^ 

tatti. Tte «atimr hi.*er co-t or F^u. •« w^„tetBd by «» hif^r 

rwket price« ttat Pr-,v=iX b cauce o-" Uriti barri«». 

5a. -ano tec icciBiv«« riU U. ::*u *ich (, ) lí|VOur hlehcr w j^^ 

taeiinic&l reliability , v--n  if f<«» ,*--,-.*, „„ , % «... '• v,n  u í.rat.eu;. te wv; mcrvi^-i, .vid (,?) fsvour sub. 
•ti tut i cu oí' for.-i.-Ti (jfcii..,.. r«„   ,,' ir.r,i.r, utehu..^. ov-jn u  oporaiu^ coate .« up.    niwtwtivc of 
Came (t) le „he,,, ^, , atniJllcB}, rW ./JSW1  ;    f ;vowid ^ ^^ 

•tool unit woul, ^.tely auffi,. „ tí, b,,i* that *íIW ere«, rorreé 

for a»infcrmor. arc not readily avnli»!«.   Thi, could -v« that « inv^tnant 

.ioclslot. ir r-atlc nrt-li abovt   *h   bregan. **••,•* -r «*.     *       ,    *_ ^ «   uj^^Morui i>Oiit% or tl>j oconoaic tr«J«-mf 

•wm».     Illustrative „f (?) i,  tfc. , i tu. ti», that an .xptnsiv« extraction 

mm «pidd be erT,loyc4 ,o ,* tu «,  , l^J^iroilabl* aolvti».t *« the use 

t^» 1»-  the nClot,,-i* rr,c,C.:,   tto lioen,«- fvt;a , pro;íp,,ct «hlcl, iu 

wntrru* te th. o^ti^of hic rroe.« «„ „•, .^.ri.ac, i„ f,ct. ho i. 
confroiitfHi with the -itu-,-» v.n .<>,i^ii   ««.., .       *-i 41,11  ,un  *'1Jî!, ••'Vf-  : ! " lite your froerá» but dcri.fi 

it to iner^îu:« oporuttag-coBt!    Thi refare, unkor th r. in flcwrtmMu- ' 

faeo-to-facc m^ti;:ti,n, «ld th,   Uc«naor Tk,o   f f„rt V.   «i-j^thiöo 

with lieanou«, thoro will be Lorn-, ulosis ^-. imìc^.v^   rebina. 
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XIV. TK,.i;HKG 

59. Jfcvt-Jorüv: country ..e ¿;: tr.mir.-; two opportuni.ties  :  (O oüGur'in; 

Bueceis of tito project at Innd, and (?N unnhlinc ykill transfer. Tho lattor 

concept, v«.th ito crr.r.ot t-ion of éducation, i.-  lifi'icult to eon.unicate to 

tho liour.sor. Tin traimi^ of plant opurr.tor: , t!*»o who vili routinely dindio 

tho plant, presenta tht Last probier; in fact, it. io wry desirable to both 

partiee to the contract.    Ther.-< or.- enly .som ffictional interfaces in trlinear ' 

social attitude in licensor facilities, adherence to nafity c^ndar-la, accoso 

to plant-hiatorical records, luu«uac*,  >tc. ruch of vhieh th« contract docu- 

ment cannot provide for.3o.to difficulties ori.v in tho srea of compensa tiii<j 

licensor for tramine, particularly v/i-f.n Hconaor and licensee cannot, n^rne 

on what is n •reasonable' trainin- p.riod.    lAoJcin;; adéquat© experience, 

operator-trainees will want noro tir.-., and tlü.j could di.-p ¡id on the- a3«oner*mt 

after trainaoa arrive- at licensor plant and dotatine the nagütude of their 

tank. 

60. Tho frictions! interface is enhance when (aifjinecrin" trainine 10 

involved.    This occurs œo. t often in cor.posit-,. services a^r^riúnts and in 

agreements bftwoen two, ether*«*-¡ «associated, en.»incorine conpanios.    This 

has all the overtones of *.nor:*] education.    Th-j trai.*ue-cnpinersr does not 

merely aia to underatand how hie projVtt hai» boon ensuit er«.*: but extends his 

eiiquirioß to th»;  uaaii* and the how and why o;" engineering denigri und estima- 

tion,    gven whuro feasibly, explanation? could take up v.luablo, unaaiUjj-wd, 

tito.    The   traine«, in aiming ft developing that expertise which will improve 

the overall capabilities of nj> ov¿ nioatiyn rather tîctn ctayinr focus ri od on 

the job ot hand. To thu licensor this appear,   as tlw dovi-lopr^nt of competitivo 

capability  \H well nc loon of further opportunitJiF in the client's country. 

61. In many pro je-etc, thu lic-nnor is aloo üoked ve furnish trainili,; in 

areas ouch as welding (say pipeline wddins, difficult met-ile) and other 

fabrication methods.    This poser, rrany problcw to  the licenser, p.rticul • rty 

as code» would be différait in t-c two countri.\<;.   Fürth-r, tht, rv-thodi; ox' 

fabrication will bo differ-.-nt.  -ince the licensor «ould tend V) be bijtüy 

mechanised in lio operations. 

•HH 



62. Training m thv .-.anu^ri-il urea is ni^ificcmt wh*n th,r, U a 

parent-aubsidinry or joint-venture rantionship.    Such trainine directly 

helps the licensor as it could i;T,rov,. th, profitability of the venture-. 

Howler, whän tho client's freedom to cxp.md and üiv^ify iS limited by 

Oovénunent policías - or profit remittor controlled by dividend liaitn- 

ttono - the impotua to train i3 educed, particularly AS nena«?>rinl trainine 

Is a lontra affair.    >n additional inhibitin.. i\.ctor eceun, «hon OavuHinlt 

polloico mova in ti* direction of fully p^-up roynUieö rather than ton*, 

based arrandeante,    This occura because dev« lopins oountriea would ratner 

eemtiit what ia « known reaurve of for,»i^i funds than take on a liability to 

ttrws of m uncertain future,   itero i« nothing tlnm to sustain licensor»! 
'•tterftftt. 

S3. "Oa-tho-jota" training at thts licensor «n site» to the exclusion, 

of training in liconeor's plant, will not orally be acci-ptabl* to the 

SC-eliant because it ia not only .* poorer transmitter of akill but also 

beeautù a comparitive frana of ref.iwnc«: ia no* waiUM*.   This considera- 

tion ia fact fonne thw basis of tho client's prof©ronco for an Prettin* 

eecipsny as licensor rrthar than the straight un Inorine company. 

64. In tho matter of ooBp.im-.tion, the tax pootuiv of tho d^velopinc 

country plays an inport-mt rolo.    In India, for example, thu income to ths 

individual •trainer1 in tho country io taxable» unlosa th» clurstion of hia 

stay iß a short period.   The licensor an scoivi  a por-aiun fee» for the us* 

of his personnel but the individuals cone,:mod srv ootasfensatud in local 

SHTTaioy for their ljvtaff axpsp^.*.    m ext.ud.jd trainine tfau tax situation 

eould be overean» only if liconew is oblig-tod to iboorb the ter.   itewerwr 

in long-term *ic?ployi.iont, incora is in th. fom oi* salary in local currency» 

It nay be difficult for tho licensor Organisation to set a forei^i^atohiuv^ 

payment in thtat circumstances. 

«5i In a developing country them- could ha ;«rty cate-dorios of 'buyers' 

- subsidiaries, joint-v.niurt; companies, and..pendent priv-.tc vetor firac 

(linitód companies and fsciily-owitd), r-ov-.;rniwnt sector urini nation« (like 
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tr- 'it   T.;.nifi  t:j..'in:-   ?fVr.tr »i  .;nd Stjte) which 

/ ír»v¡H;rít~cmcil,  -te.    tixec-pt 

•J.
!
   .*;ir.u. lio»» IJì  -i dvVelojan/; 

¡i 1 ... n-'Cu;-, ijfiL.83,  a? in 

t    ih.   *ui..'uc,l cov.joncnt o* 

the Duf^nc- ^lrnî-.«.; qu-:-i-.-'Ov.m," 

opar.'itc ]¿k-. j-ulhc-lx-iti.4 COPI *S. i ..: i,u»   •.:» 

ill    th*   firs'     thr.,   Ciì-.j,    Un     ..;0fli,j       a«!   J- 

country dO' -• .io«: J-Oì—ù «h..-  •-..-••     ¡  t o1-, i r. 

th« st-rvic r..     Tho ¿rot -t,d  ~.rV-.t  in ::.*:}. eowitru..;,  and  jtriuraì  alarne u of 

koun intt.it,-.] et*,;  ti ti»:, :itluto.> tiv- sir,.:- cu r-.r.-*,.vr:..«t ciTiei^ex^ in 

financing', irci»*:; ti on, jJhr,.' %nd dirtnbutior.    TrV  rrofit orientation of 

public sector firra is fyrther viti,hai ty c.*iaiJwrnticji.-i >u the r.curinur- 

rathur than opti!-.«, uso o    ind.^ncuu  «hin ry me .mariais, tho otiphaRie 

en otttatitutin.nr Ir.bour for e-.pvu ^« tic V.oci-n cu:tu» of ti,, firn; (as m 

mtity) providing if: heur-hc uà i t\y, ciac atleti nnj ;^ûic.:l facilitar, etc, 

66» ftiblic-fector orsaRie-itiünr. oft** corate with the jrowth sr4 |rcli- 

feratid* of privet», iinm by i^.r built-in crociti-..:., prie»;- abnormi ti*s, 

pro-wption of raw *iet-,ri,l«, ^.f p^ntfcl -«¡POS» to capitú, *:tc.    The con- 

sequence of this ni tun tier» ir  that th.: ror^J.-n partners in joint-ventur» -M 

subsidiary or5..libati«* f,*l  it dcaimM,  tint tfeir firm uan sophisticated 

nana.-üiwnt ttehniquea and ncm-potri »t.. servie** to et«^U in -ho monoici» 

<mvim*at create by th, pjbiic or^ia.ticM.    Svon if thle ia with the full 

a^nuit of th.- «loustic fir-s,  the»,  ar< -^.n tten -íov.nwcnt.i controla « 

the ««top of ,.x.p.itriaG r. wenn.! unii*.*, t:«ir rr.tm^.tion and dation 

of service,    rapito this,  the r.ov*m>tat3 do .till rvco^o the. importée 

of oodem skills  *tì innmr.táon, fer üMK   in th<   process of tiw, ^rw«tc 

and diffuse ink» tht- ^nl  ocautoy aid ^r.tuaiy load  to eorr,titiw 

situation* in tomo of «* ..«:*** ,„rlfe,t.    Hr^r,  th, uß, M tbilti. «tfti^ 

for mm.^nU i..rvic-'.8 would  U: w, vx,- j.tlUi»i.i ;.ita--.tio:¡. 

67. Ili join Uv^nti.r,    ifc  ^.nj; :-  ry-r-, ;.t o » :r. era-.;   ,,p   •   :lf, ti^.f.. 

wmM he litti. Wrfüiicy t« - -^r-t...  •  n.. ,.rl \ ;r(~ t.   ^ln .  ,,rvic'E . 

in fact, th. contractu:] i.-rtin,-ni   i:- VOLí of-.-n 1 .i-, li.-.i ••    hi.rci3 o- r-^,^% 

With specific r(r.iy.nc   fi^.  t,.   ']»•   'C-or<-,ras  'i  ;,  I, : " ,. ., < v   r.   M 

•^M value.    Thr.H-     .ro^nt.-, oi   ^ur    , -.,  „  tu    ,rmi ,.f  n„   w. .,,_ 

»»mt «d win frmr-.Uy k? tatcbU in t¡,: d^.lojin • cowtr.. 
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68. *ftterc tW, fe.tir orj auction in firmeli by Oovvmmnt-to- 

nwowment »id . thin i- l,r:, ly ¡n the Publio 3,ctor plrwto - it ny 

happt« ttet th,  ai<i-.-ivii.;: country stipulate th, uue of cx-patriate 

Pwrnormvl for ^¡,i^ project inpl^ont-vtion and im op-ntior, ovvr a 

v IA...„    i.i ...a., vdae, there    ^ b« a paparote KwwiojtMunt- 

adicta a?:reur..nt.   How.vr, ir. th«8o instnncca, the roi,   of thu fire, 

w.iui «itity, io counted to the l^t understand in- tutor«,«! ti» 
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APPENDIX 

VkJ&SmW WW*• * mrVK:¿ FUMET* BIETNBE  T*ft fl^ff' 

(COMPOSITE KHOW-HOW TYPE OF CONTRACTS) 

<•     Written description of process incluais identification of physical 
-oíd ohercied réactions, occuring. 

2. Proeess-cheniatry «edification. m,oe.Miy to aki vario«, ¿r*!.. « 

and-products and flow-ahe.it of procees. 

3. Bui«? and -.«tonti balance flowfawt., showin« process flora, fio», 

ratta, expositions, rasici properties, teapwsturt., proas««., 

etc for a pi^t rated for , dosi.,! „apacitv of _ torrnoo pt»r M| 

wth «turndown« «lability of pe»mt. (stw* factor used for 
áwíyi to be identified). 

4. Utility requirente, raw Serial ** catalyst Reificati«», »» 

mterial efficacie, catalyst and ^Wtaxy elicala c***». 
tion. 

5. Baoic plant plot plan (Batter, u^) ahwiJîi; .^^ 
layout, 

«.     fcjor-^,,•,,. .„«ifl«««. «tod for ioti;* ¡.^»tUB iHt. 

7.   te ^^ eiuip«„t «., in t0 * f,,nc;.ted by or threu?h 

«- üffior .hon ,ml>,  trasl0,ilr,6m,[m ,ketete¡¡ rf i^nt 

- dl-Wr, hcvht, no.„„ ,„„«„., ote! r;iter¡5l8 ol. (KBrtHsttai 

and *>BJT codoa to K, followed. 

Functional Procesa i>i.'ir.fcí.riii. fW-w-.• t .   _ 

(or Jmow-hcw) beemm«?,  io tte DC-fi•,  ti^y i0ui 

reipenoibility sharinr. 
* w»3iiparr;Mt in t#ms of 
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For the (tj-pxci-1 equipment of a chc3,:ic tl rinnt^ +J,   - ,,    , 
««*       .. "*--.icui i-imrtj the following functieiiai 
information shall  be supplied '         • 

8. 

Pumps 

Blowers 4 Compressors 

2ftrect«fired hestere 

Heat Eätehaiifjoiwdnclu-     : 
din* reboilor», condensera, 
air ooolers, etc.) 

Accumula tora, Separators, s 
driers 

Distillation conusant 

iluid ^repartira, capacity, 
discharge head, 'fFSH 

Suction * discharge pressurée, 
CM pro^urtios, number of 3ta59S| 

'*P at each otaje, BM» per atafo 

f he mal doai^n al specification 
sheet, fuel to be ©aployad, 
heating curvos 

Thersial rating sheets (sample of 
auch «aheet» ia usually «wiet«*) 

Basic dimensiones special featun», 
if any 

lumbar of theoretical trays, 
pros3ur« drop per theoretical tray, 
top and betton flowa, pressures 
and temperatures, and side-atreûre 
conditions, column in temala asá 
fitting«. 

•Uli* Wiw tnnv for otGm .^^ ^ ^^ ^ 

tetatt air, référants, cooling and ^ *tter, electrica, 

9.     Idcneor to „«*** li3t of o^i^nt to be imported (to bo date*. 

«ined in consultatif with client) a* based thereon, he shall „a*,, 

•l-etfaectian«, certified dinenaionel drawing, 8erviRfâ requ4mieilt|. 
«ebewatic wiring diagrams. 

tO.   licensor to fu^iah hasic m dlaßWÄ. ltota fflp ^etlW9ntation 

(poumatic or electronic as mutually afrreed upon) to eonsist of, 

*) Mal, miBlaUBI ^ mximmi valaw of the variable to be 

Measured oj' controlled 

fc) preferred naturia 1 of construction 
o) alara syatocis 
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1t. affluent handling achci-.aticc. 

12. Operating Manuals for kny process atuj^e. 

13» Safety considerations report. 

14. Bar-product identification and jroeoiisin. l'or disponuX. 

15. Important analytical procedures l'or procace control and finished 

product analysis, 

16. riant start-up aaointanea, 

17. Ron-obligatory roviaw of procese en^ine^rin/j flowsheets ft 

equipment dimensioning. 

18. Recommendation of naintentmee supplies, n^t««rials and spart« parts 

for 2-year operation. 
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BASIC PCIHEERINg INFttXATTqr   &   SKflTMifl   wt 

(COHPtelTK KNOW-HOW AGREEMENTS) 

Th* «Poreip torfiuW »ill, atartine from Appendix A information a^Hti 

fey Uotmtoff/olifAt carry out proeosa design to the extent neceaaary to 

•ttfpiy client with adoquats data for carrying out mechanical desi**, 
procurement, erection, etc, 

la particular, ti» data required to be applied by ti» ?©r*ip feginear 
ia enumerat-d bolow i 

1.   Detailed plot plan ehoring locations and elavatlena of all 
equipment. 

ft   ttping & festruMfttation flovahMta, including 

iî   eottplatf piping A instrumentation hook-ups f©r 

proooae è utility piping, iaeludins piping tm 

itarVupa, by-paaaes, emergencies, etc. 

li)   Pipi»? lieta giving line number, aiae, specif iettai» 

coda »umbers, atarting find termina tint; points, 

insulation requirements. 

Hi)   Instrumentation lists, inatruewntation control 

loop« ine lud in» any aaouenees or eiaorjeiicy shut-dowt 

xequiremanta, 

I.   Bata for desinine equipment foundations, such aa abtm>-gro«d 

faœâatien plan, apeud and load distribution dotaila(iawiaf 
«laehüiery). 

Mriaion of work into Appendice* A&B pemlta B to be a •aeparatad' 

i^toaont; it ia alao dasi^ied to permit an indépendant noft-patriatt 

oagánaerins conpany to supply information an adjunct to Appendix A 
Borvice8. 
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4. ÜBtiiil-itf -tretonic- 1 dosi;'  -.f al3 .i-juij^-r.t to be procured outaide 

^ — .....     ,„   (dov. icrifv» country) v;k;r   such will bo 

arec if ic ally »ado for client.    Porti ri Sv-.inc^r will also fully 

a;.ecify «31 (.'•;.. i pru-t to V, in^rted, suffjeiynt for plaeansnt 

of ordv-rs, 

5. IiiBtin- or utility r-:rpiiw;nta far K:y j.roooa« e.-)uipx-rit ibewUlf 

quantity, quality ;u.d feed point for weh utility. 

6. In addition to functional c^uir^nt informa-ion givwi in Appandix A, 

1faei<7i Engineer vili supply nachaoical desi,* of all n^fty 

equipKint to !>e fabricate ir. (dov¿lo|»in - country) but 

not c«\struetio«*u and/«? shop ¿ravin;?»,     uch information aiti 

include : 

iîlowers ft mmjm&sB<®M 

I>iroet*fiiv4 h. att-rs 

Rent Ûcchangtru 

Distillation col«WB 

Reactors 

aey|ggT 

:   lypfc * aptìed, prit» mover, MM§t 

coupling, «0*»%ia£ fi»#w, 
lubrication and social features, 
if any. 

î   lyr« * si»ad, prie» &ovw, «Mit, 
racíriñe, couplings, lubricati«, 
physical properties of ¡^N 

î lyptt **' heater, preeaure drop, 
coie requirwnnta, rofrtetflry, 
insulation, safety features 

»   Complete specifications, including 
; ceK-miml rat.1»i;- sheets; «at«« 
riüle of cone true tion, 

i   "fifty type rtcc-.nendatifliw, Nimbar 
of actual tr-;yo, ^ re sauro drop 
per tray, column desiai, in tornala, 
nosiloe # 

I   Coi.iplftvä mechanical d«§iji 

7.   tOTslm fegina** will aaaist in tho dov.l optent ôf 4atailté piaBt 

epuratine; Manual» (Battery Idoita). 

i 
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tu    Foraiji 3n,;iri*.r will .uìi'.rt:ùc  tonar' P^cur^-it, inspection and 
SU|pJy  Of   Vtl'J    .•qtlj;s..t..':t   ',].;; 

<*nuiptu;i:t -s jutftpo, *.'tc, 

•a:  hy »un . r :;h r-.: .^'•i-d upon, oth¿r 

Í?.   lil,: thto p.iijor rcßpaielhility jr,r congrue ti nn will te bom« If 

client, For^im 'aijjnucr vili deputa hi.-   ro^r •aontùtive» duriti* 

construction |*.-riod. 

10,    Ucünr.ar/l'-orvi.p '¿nt.iii-=-jr will •jjoi.'-t client ui piv-caKimlssioning 

tostu, without taking in jirocoo¿ r« t. rial:-;,  to inaure plant se 

<">rroctly installed Iron, the r:octe;iicfil roint of view.    Uhi la 

responsibility will tv that of client, piir-vi^i uhjint-cr Kill 

satisfy himn.,lf tliat plant has tx?cn oorr. r:tly erected and pro- 

coprissioniri^ tcfts fcavj brou pro^rlj- conducted.   For special 

•ojui/nent., Porei^i ;ü::ine«r »hall supply tot tir,.; proceduroe. 

M.   Since procoss <Um ;» it carried rut by Foroijn üijinaur, the 

responsibility of plant start-up vi1.! be home by hia. 



¿PPiT ST :   c 

icovper:'- :-;:!I7/~HO*: .VîPJSîV;-©) 

1, Flot suíloctio« «nd sit. ¡^parMior. 

2, i.ll ofi'-fitj ••'ii;;ir.;.-(-riii.-;   uid  nupj-.Jy ci' utilities, 

3, All civil .--nji^-. Tin : d cijnj - i »nidia :ü, ¡.'ui¡ Tient foundation», 

structures,  cifniiii',  •'i.-ik.-jf,  liucti.:;, 

4*       All electrical sní.rir.wriwi'í .lc:-i<*i rulv»t..d tv pow«r tt'coiving, 

distri r.'j ti ori, li .,+ tiîi..;, ote, 

5. .'.11 instrur.-vs-.trttien dotali de» ¿¿is includi*^ «sienbly, layout 

QT'.d ¡íWK-.l drawinjy. 

6. Detailed lucuta for ; roces» ¿ utility ¿ij íSí/Jí pining nodela, 

7. Detailed «¡c-ohinic-tl disila of t qui ¡TU it tc bo fabricated in 

(dfVt lo-ir;-- country) 

8«       Analytical & control laboratorios, í;<;u.ipiT*;'.t 3«..lcftiun, 

installition, 

9. Procuron^nt, u«icrditin.;, mup.ction, installation and stnrt- 

up of all indi/jencus cjuipjaent -'id civil works, cli-Ctricils, 

otc. 

10. Clcnrin.» oí   inportjd p:oodo, cuator¡r, transport -.tion to aite, 

111      Provirion of e on« tr actional un.! ojvr^tin,; l.ifco'u*, üup.rvisor», 

ytc. 
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