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DRAIT RTPORT

1. The !lecting ol the Expert Group on 'icensing Praocticos ws
convened by the Executive Director of UITIDO ~nd wre held ot UNIDO
Headguorters in Vienns rom 20 lugust to 1 Scptember 1972,

2, 22 cxperts fron 14 countrics and Trom one intcrpovernment:l
organization took part in the meeting. The list of purticipants is
contained in Annex I to this report.

3. The mecting was opemed, on boholf of the Lxecutive Director
of UNIDO, by I'r, II, Crigoricv, Dircetor ol the Industrinl Tcchnology
Division. Welocouins the experts, he exprcsscd the hope that in its
deliderations the Expart Croup would be able to recoh conclusions,
suggestions ~nd recommendations which would ussist UNIDO in orienting
ite Juture progremne of work in the field of iatcmotionnl licensing
el ip defining the role of institutionnl crencies to be estnblished
at a nation:l level in developing countrics for co-ordincting, evaluating:
and opproviig forcign lioccuein; propos:ls,

4. l'r. Earique Aguilor, Officer in Chorge of liccnsing =otivities
in UNIDO acted as Scorctary of the meeting of the "(pert Grouwp, alse
weloomed tho exports snd expresscd the th-nks ot UNIND to those who
hnd cgreed to acoept, as consultants, the tosk of prepcring popers
for the meating.

5. Hr. Rama 3inch (India) wos cloctod Ohairmen o. the meeting,
szl Bre Moger Harbea (!/IPO) w~: clectod Rapporteur.

6. The discusesions ¢f the Expert Croup took placo inm working
sceosions basod primarily upon ta. .ollowiny nine papersi:

Corpomte Policies on Intcrn~tional Licensing,

W Cyril C, "Hokhou,

Protective Lows Concerning Licemsing of Prteated Technology,
by Atef M, El-Azndb;

Liccneing 22 e Pori of the Investment Plon,

The #ffect oi the Unit.d Utrtce wnd JEC intitmst Lowor |
Intemnotion ]l Licensinz ~nd Liccnsing tate Developing Countmes,
by Pcreus 3. Pinncgon:

Internntionci Licongin~ from ~nd to ilung ry,

by Alexander Vid




Liccnsin~ ol Ingincering and ilan gerinl Scervices,
by Venknt. R.S. Arni;

The Rolc of the Resc-rch Orgrnizotion in the Accuisition
and Adoptntion of foreign Techiolosy,

by Bagil J.A. Bard (with o supplouentary paper dclivered
by Itr. J.C, Ccin in the absence of iir, Bard):

Institutioncl Kegulstion of Aiccuisition of Technology in
Doveloping Countries,
by K.D.N. Slnghj

Some Practicsl Considerntions for the Ev.lu tion nd

Hegotietion of Licensiag Arrecments,

by HMohamed El-Hr1lowy;

T« At the conclusion of its discucsions the Dxpert Group ~dopted
o numher o conclusions, relating to sugrestions cnd reccommendations
which hod srisen [rom the separcte discussions of the popers submitted
durins the working scssions, These oonclusions are sumnnrized in
Anncx I1I to this report.

3. In reaching thcse conclusionc the Expert Group recognized that
licensing procticez must take into ~cecount thie motivetions of licensors,
of licensces and of developing countrics in cncourcging and controlling
the licensing of Toreign technology. Thereforc both the papers sub-
mitted nnd the discussions based upon them w1 ad. % to policy factors
offecting licensing proctices, :nd wore not limitcd to questions
concerning Appropri tc contractucl turms. The Lxpert Group ulso noted
thot ~ document entitled ¥Guidelincs for the Acquisitio: of Foreign
Pechnology with Speeis 1 Relorencc to Ticensing Agrecicntg! woe currently
beings preparcd by ULLDO, and exprcesed the intention th~t certain of
its suggestions ~nd recomacndations should be iiken into cecount in
the finalization of th=t study.

9. Severcl of the popers pubmitted to the meuting contoined
speoial suggestions rclating to ~pproprinibce contractu:i terms. In
the Aiscussions particul-r ~ttention wos dirccted to conditions
relating to the nationsl low governing conirrct, the obligntion
to communiccte inform-tion or rizhts rel-tiug to improvcn-nts, the
riske ~rising from inTringemont of third p-rty rights cad arvitr~tion

procedures, It wis noted tht thes: mtters uould bo token fully

into account in thc UNIDO womidelines" reiorred to cbove,




10, The Zxmert Group recowiended th & U5 D0 hould fAVe copnatderation
to means ol ochicvin wids oublic tica of tl- roops gubmmtiod to th
meeting, in . Ccra pproved by thoir “uther ¢ Xin i oato cecount the
diseussions ~t the mcctiny cuch co-ns conld fnelud- puatlicatior by
UNIDO and publicotion  in oarol-csionsl seurncis, Tn this conincction
it wos noted thet negotirtion: beiwcen licensors in developed countrice
and licensces in Jdovoeloping countries could bo areotly Soeilatroted by
o profound 'mowled; e o tho objectivos nd limit.tiens involved, nd
that in prrticul v thore wie o 1.e” of publisie! ‘alomi-tion coneceranin:
the dctoils or suchn cbicetivis ad limit tions nffeeting doveloping

country licensece nd their goveramonts,

11. The Expcert Group, as requectod by UNIDO, rave ~ttontien during
the discussion of a1l topics outlined in poncrs submittced to the
meeting to the - ucetion o. tis rolc of institutionsl sgencies ot the
national lovel in thoe comoninction, cvolu tion nd approv=.l of foreim
licensing ~rrcngomenis ond to the role of intorgoverument 1 orsniz-tions,
with p:rticulsr reference to UNIDC,in providing “ppreprintc sesietoneu
and support. In thie councetion it wes notod tht  suit 2le institution }
crrengeicnie could ssist in tae selcetion oo for-i= tochnology in =
monner comptible with n-tiennl <onls for tcchmelosic 1 development,
and oould provide suppori cnd ndvice to liconscets in 1oveloping countrics
in the negotintion ol re~son bl ~nd . poropri. t. conditions in licence
agreemsnte; such sunport -nd advice ~ppeored to e eaenatiool in the
ligat of weilodble ovidenee concernins rectrictive oconditiens, contrincd
in & large munber ol cxisting lieencc ~grocmants, whic would Le of
doubtful volidity under tie lrws of the eountrics of ti. liccnsors
concarned,

12, Emphcsis weg placcd or the nsed to wchiove & structure of
liccnsing crrangenents which would cncour~g., rotner thn impede, tho
utiliz-tion and growtl of tuchnolosicrl e preitics within the country,
In this conncotion it e noted tu b “tum=iey” pre . cls, Wrch wor
beecoming loes comaoir, Arc cenor 11y uviesigbl whor the stoge of
devclopmont in thie country o the licous . pormts the utiliz-tion of
netioinrl eltills ri desion nd corutr wion, Lorteculorly n the Jld

of encincering consult.oucy. [t we lao noratid out tht an ooeny
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ANNEX TI1I

SUM/IARY O COHCLUSIONS Or THE #XPERT GROUP

l. Matters Recommended for Consideration by Jovernuents of Develeping

Countries:
R AR

() Governmental support, cdvice or regulation, or a combinat:on
of these, is required in developing countries in order to fecilitate
the importation of foreign technologsy ond to ensure thot such technology

is appropriate to the needs of the ocountry rnd is accuired under
reasonable condi.ions:

(b) For these purpoucs, appropriate institutional arransements
rhould be established or strengthened:

(c) The functions of such arrongements can include:

(1) the selection of technology suitable to the
stage of development of the country and its
development gozls,

(11) the search for alternctive sources of such
¢ technology, and the comperctive evaluation
of available technology;

(1i1) the establishment of guidelines concerning
the content and the conditions of license
agreements, or the spprov.l of such content
and conditions, tcking into nccount the need
to foster and protect the zrowth of national
technological skills and services.

L]

(d) Buch arrengenents should be closely linked to, or could include,

institutions for -pplied research and development, consultoncy and
treining, inoluding tr-inin- in nangement skills, these inutitutions
should, in turn, be closely linked with industrial production units,
possibly by earning o re~sonable proportion of their operatins costs
from the provieion of direct services to industry on ~ [ee-corning
basie:

(¢) The n~ture of the institutional arrongements to be adopted,
including the balance between mendatory legislotion ond administrative
¥ors, the degree of centrelizition, the methods of channelling
information ~nd services, the nllocntion of responsibility for

ne chiobien nmd the »OBSibility of internntionnl co-nperation will

depend upon the traditions, industri~l structure and store of development




i
i

of c.ch country in cxaminins the rucstion, the oxporicncc of other

countries, includin,s those wit., di “erent economic -ad social systems,

Wwill be relov at:

(r) Covernnent polici:s rel tin: to cocentnle levels and
conditions of forei;n norticipition in the ecuity ol nrtionnl entere
prises eithor reculting frog direect ¢ an invacstoent or zcruired as
esompmse-tion rop the tronsier oo iecanclo vy, cheuld be mode elecrly
known te potentizl licensmors ond licensces hefore nrojects are

negotisted,

2, latters Recouiscnded for Considerction by Licensors -nd Licensces
(including sovernment-l institations havins - edvisory or requlotory

role in licence nerotiations):

(n) The question of possible porticipation by ths licensor in
the equity ol the licence, und the proportion o such participstion,
should be cv-lurted ~nd negoti~ted sep.rately .ronthe evaluction end
nerotiation of the licencar's re —oncble return from the transfer of
hig technolozy, trking into account both the posaible benerit to the
licensec in soue cnsco o7 o finneial commituent on the part of the
licensor to the success of the project and the ~pplicable zovernment

policice;

(») Licensors :nd licensees should waske themselves [ully aware
oi' the objeoctives cnd limitotions afiecting ecch other, including
those which result tfrom i .n-lysis in business -nd tcchnicsl terms
of notional development goals: narticular ~ttentior. should be paid
to the risks for developiny countries o. ncguiring, on ihe one hand,

unproved tcchnology ~und, on the other hond, technslogy likely soon to

become uncompetitive: the [{ullest possible use should Ye made by the
licensee ¢ nationcl technologicnl resources, including engineering

consult ncy:

(c) Separcte corponents of o tromsferred tochnoloxy "package’
should be separctely costed in the licence cgreement, in order in
prrticulay to dilferenticte between proprietary ond non-proprietary

components with » view to clarifying the pocsibilitics of further

us¢ by the licensec.
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3. Matters Rocommended [or Concideration Ly ULTDO:

(¢) dvice nd mrecticnl cseistines 1D L0 ne ded, o0 levss
tempor.rily, by developin, covtrivs -, ta- cgtablishmcat op
strengtheniir o their iustitutions | SIreafcont= or tine eleetion
and requirition of apprepriate fore. n trcuacio ;v in S u SECIT R
UNIDO could ~asist devilopirn,. countrios (i'; it e develonment of
nation~l expertise, includin:- expertice in th  iccolictron o0 licence
egreements; (j.i) by establisliing » iniormction pool ia omer to
provide information in selcetod ficlids shout altorm tive sources of
technology.

(b) Intercovermmentsl orgcnizotions could reuist, possibly by
convening meetings of govermment-: cxperte ~od proporin, sorking
doouments for sich neciings, in long tem sty tegzs plonnine of
tecinologicrl requircacnte tor economic development, including regrionsl
planning vhere “ppropricte, with - view to nhasing out t'h: neod {or
foreisn technologius, porticul ~rly in basie he vy industrica,

(c) Guidclines should be cst Slighud te provide - framcwork
wituin which recsonable licensing conditions wiy te no otizted;

(4) _urther study should be xiven to the est~blishrent of les:
norms reloting to restrictive business T ctices ~nd industrial preoperty
rights, with the ~ir of st oting anthe cequitition of foreiyn tecunolery
on reasonndle temms: Tor th: s purposc it wns recowmended tiot o worting
group be set up to study the queetion on th- bisin of deeumcniotion
to be prepared jointly by UNINO and 'f1PO.
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