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INTPPDUCTIüH 

Thin piipni-  focunosi aUcr.tion  on   th<>   l-;:-il   <üTI .conomio   íraiil i rat ione, 

that   A» rivi-  from   iritcni.-it ional   i'chriolo,^/  trim.f«-r .V',',,'»"nt'1 with 

upecial  cmphíiiiin   to  rrívt r u t IV   pJinn.-¡::    pracl i<-";> in   1 i c-n.M nr.  t r iimarl ion;- 

ît hcuvily  rclifiü on Ui<- Mpcnmiuj of Moi ico >unú  the  offortn of the 

National  Hofiintry of Torhnoltvw Tram:f"r  to rioal   with   thr  compi"* «attor 

of  üliminotinf: undu« rnnt riet iom; that  .••wi.it" from to« contracting proco tm. 

BACtCGHOU»P 

he world ooonomto and development  otructurcü aio chunfflng,   töchnical 

kno**led«o haß become «n  increaciiifrly oitfniric.uit factor in th« development 

procvBG of notiono. Thi« qucr.Uon becomon particularly importât for the 

develop i nç eountrien that «ont houvily roly on the acquisition of 

proprietary know~ha« fro« forcipi oourcen. 

IM recent yeare tht? developing count ri et; h.w become better prepaid 

te deal with the complu*itieu of intornational  licenHinß and have dov«lop«d - 

Hit» th« »otiletmnco of Intormtional Organisât i ona - UNITO in particulnr - 

a myotoa, «id H co-ordinated approach to orient and regulate the acqiiinitior. 

Par taie purjMHH! national ajcnnciea have bwm created with tho iweensary 

•Mtherity mi «ovommental mirport to rational!*« Ue«ntrfh£ prooethureo, and 

I» *$fg&*9 ifMdwolegr in 4«MW and oonditions **ti«factory to the recipient 

v; --V # 

,".'^4,1 -¡ï 'a • "• ;..Vf- 
..*,-Jf?fr    K ;  ' ***&• 

efe •7äSft^"^N." -•••«. 



The Moxioar   '•juen-nri»   cui hein  to  illustrât.;  th« difficulties and 

achievements obtaiu.-i   ».  U.i;-   >•    i .-u.d to   «¡crr+.iir.   futuro actions for 

increasing tho Uchr,oloceni   t>.-ir•• of the country,   in order io Beet 

th<>   r.ocio—cciniiir   fibp'-tivo:    that   lie  ahead. 

Krom the outset   it r,huuld b.   ntatod,  that developing countries would 

need to increasing],   rely and  spend    more Tor the purchase of foretti 

technology,   mainly   r.ec.iuüe   technological   re'iuin.-Oijnts   in<.re»*o - both, 

in cost and     sophistication -  in co-relation with the industrial develop««* 

of a country.  As a result,  th- tninsfer of technology fro« develop««! to developi»« 

nations is going to play an evun major role  in  international «cone»ic 

relatione. 

Technology however, very often involves a high price, not only in 

ter»B of direct paymonts on royalties, but also as a result of contractu»! 

provisions that recipient  componi^  in thu developing countries are forced 

to accept  in order to attain their main objectives. 

Many licensors of "technological knowledge" -  including patents, trad« 

narks, process organization,  trade necretc and tho  like - have Managed 

to unduly use that  ¡knowledge as a lever to  impose obligation«, restriction« 

and controle over production in the recipient country! that otherwise 

would be quite iaposeible. 

Many firs* fro« industrialised countries ttmt «n¿oyt<l technical 

advancement and expertise, have in the past been able to iapoee eo»t*Mttt»l 

provisions that not only perpetuate non-eisspetitiv© »arket atrae*«**« 

but which also - and «oro important - tend to bar« tit* fcsJwNMA eootte*? •# 

the recipient country. 

*?*' 
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Th.)  conditions  under which  thn  cniwntrc i;ili7..it ion of   torhnolofçy 

oporalou on a world  rie.iW?, h.ia poued multipli;  loftul, economie anri 

political (jucfttionnt   and  th* nw/irononn of  itn i «pli citi on s by the 

recipient developing nountrhi« i xplainr;  the  art ivo  rolo   that  tho llnitod 

Nations through organizations li ko UNIDO  in now pi ay in«. 

Another area of concern «bout this cttuatton, which  can be »«en an a 

new variation of potential markot domination,  iti growing on the  international 

levii-l. Both developed arid developing courrlrifH are seeking wa¿ o to limit 
-,  f 

tho influence and controls of th« busincoe intoroot of other nationn. 

Ir. order to dual with thin probi em th.i Mos lean Government enacted 

a specific legislation in the early part of t97H "The Law for the 

Hoffintration of tho Tronufer of Technology and tho Uoe and Rx.plo.Hat ion 

of l*at«st» and frwhwarkft «" 

It ahottld b« mentioned that more than fiO£ of twehnological inflo»» 

(and ^rreeoondin* ea*»»tiB) awl direct foreign inveutwrnt into Mosico, 

originate« from the United State«. Tim United Sítate« ay and large has 

Veen owe of the «orli lead«rn in teciittolofîleal development», and likewise, 

U.U. onterprleoB huve been prominent in lioennin* and oontrollin, technology. 

Therefore the t«p«rta»ee that the Heffistty of Toetoolocr aitae'io« to legielatiire 

prooodureci and relate« developments in «nal count77. 

.•¿jNtt* oef*o*t ihe U.8. entitruet lang próvido «n> eoaroe of control, 

.«ft «ft» *m *f **•*»«**•• «•**• pft^imm «Meinod in centraci* with 

** J*" V .'..  •-   'ip^i^ grtiwiple« h*w torn eppHed io «oh aftwents 

i»m'tà*tâ&m&*m»** *******•**«»•• p«***«*** 
earn mJeiÉÌ»inifii áflflihfiir     . 
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iJnd.-r l'.S.  law,  technological  know «d*e ie considere*,  as intellectual 

property and has  aperi.il  status and  protection. Certain  forme,  such as 

patents or trade marks,  do provide »legal «onopoly"  to their holder. 

However,  ev,n  tnis  i7rant protection   \r.  ot.net ly limited   in  tenm of  scope, 

fieid-of-uBC,  duration,  etc. 

It omeros fron, these that a  le.-al monopoly cannot  bo used to obtain 

larger control  or to work against antitrust principien.  Prom the point 

of view of povernment authorities it  becomes essential  to properly define 

the  scope of legally protected monopolies with an auch accuraoy aa possible, 

since reetrictiva tenus outside the »protected area" «ay be construed a« 

violation of antiturat laws. 

The Mexican experience has eho*r. that mere than J5Í of technological 

licensing apreceents do not  involve patents and that they fill within th« 

category of know-how licensing contract n.  Extensive research conducted at the 

international level demonstrates that i i the future the i-mO. Hill bo to »ly 

more on know-how licensing and to gradually reduce the uve of patent« M » mi» 

object in the contract.  (With uxception^ on certain f laido, radi »* pharmaceutical o) 

In this connection it is pertinent to point out that secret« and unpatented 

technological know-how cannot obtain a legal «onopoly protection.    J* pvufti« 

this becooflB a fundamental issue and should carefully be studied Bjr any 

developing country that wishes to refálate international Hocnsta* t*e»«s«*i**«i 

The basic aro* of concern, i« that the «non-prot«o%«4 caterer* o* UUtsilllfT 

is only protectable «* contract«»! provision« of nondi««lo«tt»e aft«/«*1 myß$9 

Under e siailar analysis, restrict ion* inoosed i» Bttoh «*»tl«*** cdMssH W 

used to proâsoe controle that «o beyond the mmwatg «nap« of efltMtteS* 

I-i tl 
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The   txtnic  ml.it ioti fîliip bottino   l«rnnoloftr   1 iopnr.inf» -^  ant it runt 

regulation» in thnt  .-.outrol  of t<:ehno!of;y nn the <>r,r  h.vnd   uid   I0/71I 

nonopo) ire on th«> otnor»cannot  b<:  iu;t<i   to ,t;ivo   th»> hol-ior more:   ri^htn 

that   then- »r<    up.'dficnl l.v dH'iniw]   sti   I-J-.J!   ::t;itutor.   i.ikewi ::<•   nHthrr 

contracte, for toohnolof^ nor npocific bucuvnr:  arnuifrrmnntn,   r:uch ao 

joint vonturoc or «holly-owned nuhcidiory arranrmnontn, can bo  »mod to ovrrr.omo 

then«    linitiitionr. and   to  creai'    ant icoi|pot it i v>  market   utructumn  that 

aro otherwim; illofal. 

Althouj^i, thir, rnwains a hitfily technical   and Bpocialiaed field 

of activity, ßOYornaontn of dovHopin^ countrifE omet r.tudy carofully 

the iaplicatione that  d«rivo freyt* contractual  arran^wawnte in thn l«Ral 

and «concai sal aroaa. 

•ft» lïlwrtmtc thio point, m «Mould mfcr to the «nxican experience 

in dealing with    liccnninft of non-patented technology that quite 

frnoiHirçtly would call for an oxenuoivo nondincloimro period on thn part 

of the recipient - either m indefinito period or an obligation for 

•oro titan, 20 yearn. 

Oaneiforinif that the antica« patent la« onlj «rants a maxi»» 

of 15 #*pre eí ppUtUoBt •«*# <pw etwifïf, ••<*, <***t *» * ****** of 

• oontractwl P—»i.iion in IM« are», «» llm£*» is raefcin^ to acquire 

f**«t»«tUlly «MM tiiwt là«* It«   cwW JK? inatto* *t obtairlnp a patant. 

In oth»r #ar¿«, mmopoly right« ant mm&k pm^^mmm^mi ar»«»gw«wt8f 



- ñ - 

Tho Mexican  l.w of  irrhnolofflr c  Hing for the con») ¿lsory registration 

of all   ex if. tin/: agilement. f- riven tho Mexican authority a ,*ood opportunity 

to collet  uifoiniiii.ioii   lor lu.^iru.   mä  comparison in  tnis field. Any 

of forts   conducted   i¡.  this  arra were to   pive du.: con a i Je rat ion to the 

provisions of   artici»!   1 \ of  tho l;w  that   requireB to  kreep secret all 

techno 1 orinal   information  ronrrminc tho procelle or products covered 

by    r tîJ'.trf.-d  ^reenentn.  Thi:; infcreation  constitute« a valuable source 

for understand ine the nature  und ottoni  of restrictive business practices 

in the technology transfer prococn. 

RESTRICTIVE PROVISIONS   IN   LICTMSING AOHBmBiTS 

This paper  aims at  understanding restrictive lic«n«in* clattftea 

viewed  in light of the Mexican law of technology, and partiowlarly of 

the provisions   in article   I  of thia statute. 

Additionally an effort has been made to incorporate ©ortaiti element« 

of economic naturo in order to properly aesess the  Úeplxcationo of 

restrictive r rovini on«  in -i practical   and  realistic manner* ffcie »ifht 

include: 

(i) financial  and technological capabilities of tho recipient fif»| 

(ii) industry structure; 

(iii) production sectors} and 

(iv) export considerations» 

In preparing this paper it was necessary to consider the typa* 

frequency of restrictions contained in technology admettant» Vti-lHfiB 

the structural variables mentioned above, and to aaoortaán pairtictl«r 

trends within sp«eific sectors of prodwetion. ,,.    ff'    ^ 
U      î 

•è; •'ñ-%'^4^«,%¿Sl3«^^^A^l'''?^'^ 
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Although antitrust criteria on M e one h«nd and the provisions 

contained in the article 7 of the Mexican law or? the other, go into 

consideraba detail  to entrate  Ih, kinds of restrictive practices that 

«mot be eliminated fro« contracts in order to qualify the« for registration, 

there are certain type* of restrictions that are of greater importance 

than others and that should be analyzed in cloaer detail. 

In order to elaborate on this, we will «numerate the kind» of 

restrictiva practices that are contemplated in article 7 of the - *ican law. 

¡n itala eontsxt the registration of a contract may be denied if It 

oontains provisions wberet 

1. - Tha technology to be transferred is freely available in Mexico 

(elauae I, art* '0* 

2. - Obli««« *he licanoee t* grant back to the licensor the patenta, 

trrtmiTtr. innovations or is»r*«nt6 it make« (olaaaa If, art.7). 

3. - Uaits tha Uoaneea'a *•»•*rob sad «avole*«*»*, offorts (olanma V, 

•rt. 7). 
4. - Probibita or ranvticts tfc« esaort of goods or aerrices by tba 

lioaeaa« toi«« eontway *• *o*ioo«a intarast (clausa fll, art. T). 

J, • astabUsàas mom*k*Ì9 *#*f *•»» of mtoromm* <ola»mo XIII, 

6. * ftan f*t AM***««, *» bb i»b*ittod to *»• jmrtsdietio» of «urte 

p a tvfim wwMy («Una» XI¥, *rt. 7). 

-   t. -"m**** «* * ****** * ** *»mim •**»•* «• 
iiMiiiiMj lì' ma, ^h^^aiMm -t^gM» *» NhÉâia^Nl MMBjmj-.§Bjf amjMsnpmv* ajspw^ w - •r»; - 

*-   *    '-•      y.-.--   - 

( XX, «rt. 7)* 

*t",   f% •.•s,i 

f#tì#fe^ 



'.   - t''"mitr   Un    li(in:nr  to   nnili'«'  or   ini' r fort: with   the iiinnaw.'iHjni 

oT   lh"   luriin.'.    (    I .M. .    1 I r,    irt.    /). 

').  - Obli/"»:'.  Un-  pi!irh.n;t   of *Mjui f>iJH-jtt v   tool:;,   partii or   raw «ateríala 

('com    i   r.-rt iin   :m:>t>l I "I ,   only    (ri  iure   VI,   art.    ¡ ). 

li).   -  Prohibit:.  th>    .1:-•  nf   i-.-.inpl rnvntary   tchriolojtv   (clauno Vili,   art.   7). 

11 *»     Ncqui reì: that  rrood:;  nro<t;iced   py  tti"   licnnc«  bc   oold  to the 

! i r-'•:;•-.•) r,   ori i y   (rl.iuiie    [X,    ifl..    M. 

1.'.  - Oblile"  'Jtjnn   ]jconi;i"'   lo n»nn.uioritl.y  employ pcmonn«!  appointed 

by   liccf:;'iir   (riau;:''   X,   art.   7). 

lì.  - l.iirit:! production  volume:; or ?ra^r>!-er¡  na Ion pr'coB on good« 

produced  l),y the   li conoce  (clauao  XI,  aH .  7)« 

M.   - 0b1i/:er<  the   licenceo  lo  ui.-n  exclusive  iwileu t. r roprusentation 

contracts with   li corico r  in Mexico   (cl.iuac  XI!,   «rf . 7)» 

Plxoept   for the  firtT*.  ri»   provinionr,,   for which no o*o«f>tion e»n 

bo made,   th«; Menean   la* enlablinheu  that  contracts that do not t»fít    one 

or    wore of them; ronditioni; may  be ¡rcritttored}   if the National  Registry 

of Technology Tninnfor  b»! 1 ii'v:; the   contract   is: of opocial   intrrrOBt  to 

the  country. 

Our analynlu of tho reatrictivo buoinctm elauties will   concéntrate 

on the following type« of    proviiiiomwhioh  in one way or «rK»th«f HIHÉW 

upon  no.   ral of thu above mentioned clauncs for artici« 7»  thefl* ItíPÜf 

1.      variouH types of tyinjî cIuunoB} 

?.      oxcm:aive royalty paymctntsf 

*-m,r ti - *m 
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\. field-oT-use   -ir erosi*» lie***1, sing restriction»; 

4 territorial   j-p«*trirt ionr ; 

5. prie« fixing; 

ó. ^rant back pro*« i ni one 

The Mexican experi*. o.« nay  E.ervt  a.z a reference to other developing 

countries for the purpos«' of widorstandlng the types of restrictive 

practices and contract  pr-viisionti currently used and the manner In which 

the National Regintry of  ~ethnology has +,ried to overcome and eliminate 

euch abuses« Although it wudd be impossible w.thin the ac te of this 

papar to discuss how neefv.1 nntitrunt principien are and to go too deep 

into the analysis of how rsttrietive p»tt-H sior.s »ay effect the national 

an4 international legal statut.»a, this paper amy be noie lo point out 

dsrtein gmpt in the present internat ion*.I legal    syst«« related to controls 

on FÉNnttnf, 1 icen oing and hu.» teosa presti s. s in genoral that should 

Tb« ordii«)* into public review through infcs-mation ©r legislation. 

Tyi»4* tìmm* ia^*ly tht r*pa. »*e»ent <m the part of tfc» recipient 

wto want* %9 mmix* mritín got-Aa fw» » supplier {U*»B»or) to also 

•ejdiMs o-tfeer prc4»ct» fro« t&at ,-urplier« 

Soeh slfumi are «£ tw eon-tide -wl * *«*i*iJ«* *<» **rt«w antitrust 

llgt«i«tl«tt«, e.g. it UMttU be noti i tÈt* là* Clayton *at, Section i 

foottM« *t*-»HMi so «M of ooaaMdittee -*p*te*te4 0» «^st«fft«4 ft» 

ti» fe*Mttn **M# *«* a« &itti««4 und 4M %• filled to »UM otrtside 

1*Jtt*»* »Ata« «^ S *tep I3b*%«* to-,«« *>•***** «IfiM 11» <f<*«tM. 

1 * *i <*í 

vT* iäi 
MMN 



'<;}'•    /.r.'fil   .-riten,   >:•   that   t. i <•— i «    c! -IUí" '•   -if«    lainv» .onaM*'   whenever 

1   |. iK.y   in:    reí'1 1    K ri t    i < or-.omi >    r.ow"r   hit. h   f» « r • i > • • « • t    *n    lh«'   tyin<'  p rodil« l 

lo   i[<tir<-f-i ili'.y   r- : train   fice  romp< ti l ion   in  the  market   t'or thr  tif»d 

i r->rluii .    Ph-   l'-.-.-.lity   of   t.hi i   i:    M: u il l.y  ortiribl i nhod   * h"fi  the  tytnfr 

• wo'lnrt    i:   |i¡it'ntíf|f   liowvcr,  wh'Ti  no  patent   i:-,   involved but  only a 

trull-  • - rr<t  01   nrcri . •   knoK-howt   th»:: r-'cjui ri.wnt nwiy be harder to 

|i" v> .   AiMil ioo.il lyt   th"P" aro i roe,.<j, fitn  for  vvardtrif» a toehnolo/^r   1 torneo 

in   it'll"  a:-  a  "tyi'W  ororturt"   apon  which  »hi-   licennor  ha« econowi« 

power,   (»i   the   h.ii'1.-  ni   th" Kmw.n     rit«ria  tyirvt c-laurer  :ir»  l'/^r f>o 

not    trr-.pi,'iMf,   hut   IM   practice   th   r«   »ay be  tiow»-  o:»c»;ptioan to  that 

m'. ,   in   r;i:-r •:  w'.-ro   there   i :-.  a iwrd   for the ti"—in  produci   If thin 

i:;  coni:iri<'ri d   t(i  |•..•   onr.entiil   te   the  protection  of  tin»  patontne|  or 

for th.-   !'uri't iniiiii,'  "f   th"  ott-nt   il::<-ir.  The  Me*ir;vi  onporieneo  tihOMti 

that   in  th<- majority  ni   i-,-.:•• •.;  it   i.- porri bio to eliminate tJf-in provisions fron 

the  rontr-iot.   However,   th"  elimination of a cortractijnl  firoytpiofl «fMf  in  itfloTf 

not   ho  miff Ici ont     to  prevent    i  wholly  owo< d  out-:- idiary or a  HrontHje with 

a r  .jtrity forei/^r  participation to de-facto    »**orcin« thin req«iro««nt» 

In  a recent  p.ipor prepared  by the author concerning rwntHetiirer 

hiiaineun practice-,  in   liconntn/»    contractu among    multinational  filW. 

and  their raibuidiarioj:,   it wan  roportod that  from th«; Mexico*) point »f 

view restriction:- that  appoi-r in contract;; a«on¿t paront ana emboi diary 

were eliminatoli without proat difficili URS and It  wan rccof rinrtfrd thai 

additional  mcanurer; had to bo tafcon înm th* f^VermBOBt  in Ofd»r i© «ffcflti*»1y 

rcrwïatc vuireanonabl«? prnctlrw« in tlftn fl«ld. h difficult tìM»    «»erfjBß 

^rir»- 



-  13 

when, for exaatple, the licensor's equipaant reputation in term of 

•»ffieieney ani rei labi ity is dependant on th*j uau of other equipaent 

or producta ani the licensor ocn prove that th-> original equipaent 

does in fact perfora better with the specified additions.   In practice, 

ite argtsssnt against allowing auch a situation to pass legal scrutiny 

is that) If the assuaption la correct, the licensor will be abi? to 

vmvinoe, the recipient coapanj to buy and obtain the sale of additional 

jqu^psjent or products without the incorporation of a tying clause. 

Fa«*« LICBÌaPtO 

a package lieenoe is the type of a tying agrcenint where the patentee 

oonditier.s the signing of a patent licence on the acceptance of licencing 

one «ft »ore additional patents« Certain valid business reason^ aay be 

Behind »•otage licensing, sine« it can be uaed to avoid prebleaa, such as 

i4iwwlfttaf which BAÜaa rebate   to a ^rtain 1 iconos righi or to apply 

differential {jnfl*»lty rates «ni eliainate extensive book keeping. 

1m**mX mm» vat* fcwugh* to the attention of the Mexican llegistry 

in «Rio« the ïtoeneee withe«« pHwr knowledge M to the value of "»11" 

••stun ia*»lv«4 «M fern* to tacgraarats iheae in th» erigimi 

er^lPmPfl'vjP    n^^ajy   wÄ***A^WPPrW    '^P  J^Hr    ^^   uwu*|^a?*ña    aj^^*/•»eV*¡y# 

yästaaiawl   }A«^h^JL 

gjalfle^ÉMaVl t# WM Jal ttMMfll '**• lldaWaW Mattiti 

hJÌta* af MI âf tàa lloitli ht f 



M    - 

'•y   imt.oi-.inr .-urh   r-ntrirt ioni; .1   Hn-nrwr r„uliJ   block  ofi   varioun ftuldn, 

-ith. r  to ch trrr-  difformi   roy.-iltim   ir«  rich  H.-1H,   or to nvuld  llotmntng 

i   n cipii-nt   company   in   r< rliin  ;ir-Mr   in  whirh  th«-  patento«  (lieonsrr)  plana 

to utili- ' th<- pitmt.   N'rom th<- ararti rai  point  of vtrw,  if .1 mntricti«« 

do-r. not "ff-et   tho «.-mufarturinr pi m;-, of th<-  mripiont    roanwiy this 

»;\y  b*- .-ircootod,  howvrr,   rmch ¡»11 arr.-irw»ont  rtnould hr mrfutly 

nr.otifitrd imrii r a low'-r royalty bani».  Pinally  it  tthoolt! ht: min thaï 

fiHd-of-unr rrntrietioni: will  vary con H i ¿ti rabí y «li»»  '.h« tyno of production 

torhnoWar  involved.  From th>   ^uvonm»nt*R point  of viow what in lsfiertMlt 

in to acrïoi-r the  ooonoaic effect of auch proviHionn. 

TKHw mini M, noma eriori:; 

According to the *««*icun law, territorial  rpotriotions KM eonniéomé 

illegal,  »mio..- liaitationn on exportn of f?oodn or (terrifies do mi «0 

w^tinKt the country»K intcront. Plcmibility in r»n>d«d in tltld 9*m Ml 

order to elininato roatrirl, v-   danne« only if ttw«r affect   the poosihilitiwi 

of growth of tho recipient      t.rpriso and th« overall «rt«nml jmtlap 

of tho country, (hi th« other hand, it sehowld be not od that If »Imply 

eliminating contractual claven that limit, condition in prtjUHI th« 

export of lieonnotl producto, th« ivoij»ifl«t oewttry not mmmmriìf Uli 

bo in u pottition to inoroane ita eijiorts, m tlti* i<* butfiantly 

by ecoioaie and e«a»orcia1 conoiAarstimm that apply t* 

»arkot, i.e. coni, «taality, ùtlimw» ti »o, »Ih« 

i<?%P§*3 ' v"^/*-* 

,«,*!# r4*-*   "-vif ., 

->-~.»—.it, ! .it«f^ i-'-f- 'iiiìiiiaiAiiiiii 

; \ ->.*': >> • 
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Under thin type of analysic any develop\.ng country trying to regulate 

lioenning arrangements should make an effort to acoertain what legitimate 

business justification« could exist for restrictions in this area and to 

detomine aa well what would be the effect in the economic sense. In this 

oomeotion soste relevant factors to consider will bei 

(l) sis« of the licensor's and licensee's enterprise; 

(li) the extent to which they are able to participate in various 

marketa | 

(til) too type of exclusivity involved| 

(iv) too duration and soopo of the agreement ; 

(v) too typ« of products, cost of them and whether or not a 

eroso-lioenoing 1« involved. 

foe, fonarmi criteria   in Mexico Is that the registration of a 

MP bo deniod If t 

.•$•.* 

(i) it omntaiiM a total prohibition for exporta» 

(U) It 9*U0M *•« Uomncoa not to export to oertaia geographical 

WMI "JMWO MI« liooaow baa *»t grant«« exclusive rigata for 

mmmm/ssW« or «ole» to third oomntrioot 

^f4*#l *> 9Ê***im*** miìUm MMtmlac the volsm« of «maort malo«) 

&,##**'** U**f**4*mim mi* tlwugh tin limmm 

M^?$m?^m 
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In UM* i:rmn way,  Mexico  han iirrwpiwd certain   1 i»itatiotir. for 

fxr>ort:i  in cu-f.- whfn- : 

(a) ih»    Hc.i'msor han pr*»viouf:1y ftrmtfd 'fxclutiiv»» »Kinuf;«5turin£ rl^itn 

IIíKI<T  n p.itont   ip   i  r> art mular country; 

(b) Ihr   lic<niior  ir. not   authori?.»*! by  Infini at i on  or drcm«  in  Itn 

own    country to export directly or  indirectly to    certain 

rropraphic arpan| 

(c) a hifdirr royalty on  export  ail eu i:¡  applied  «id thtrt COR%rlb«t«i! 

to the balance of p^ywentn or the development of «niitetlrtc «brand 

of products of hi^h  loofil contottt. 

Many  1iconnor« have developed particular •ethodrs of lapooin/? 

territorial     restrictions without having oxnroßfied claußoo in licensing 

contracte, for inntanoc: 

(i) \fj not cxrmMnr, patent rifhto in licensor ec»(ttrtee amé «jf Ifci» 

rink of infrinftMMmt nuitiij 

(it) by impcainc prohibited hifdtrr royalties that weffltf mk@ 
r 

aty export poti&ibilityi 

(ili) by  re«trie+in¿tho.fioíd-of-wie of a particular p*t#t #f taNHMW^ 

thereby reèmtnp, tho «pial My or 

• r 

cation «v 

- *,. 
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Uhdor ih« Mexican regulatory policy a price fixing arrengeaont will 

be oonaidered not acceptable. Siailarly, on the Section 1 of th« Sheraan 

act «not a patented product ha« been to'd, the producer cannot fix 

retal« prioaa, nor oasi th« aalt s price of a unpatented product resultine 

fron a patented »achine bo fixed by the patent holder. United State* 

Qaae Hittory ahoaa that certain raatriotiona of this kind night be> valid 

if adpated In a reaaonabl« »anner and for the purpose of protect In« 

the patent holder»« profita that could rightfully be expoeted fro« th« 

patent aoaopoly. 

I   a «an« nt loa with orlo« flxAng provl«ion«t a developing omastry 

antmld earafally aaaaaa th« «conoadc laplioationa to th« local company 

ani aaajunlaa «Derating I» th« aaaw Meter, la thia eont«xt It should 

at «apt la aaad that aanafagtarlng oocti la ta« developing oswitriee ara In 

ly higher than in the induitrlallsed oountrieai addltianallyi 

anali aa higjtor «oat «f raw ant «rial« er «ojalaaent, 

»iajP^e^paann1   nannnBnnanjve^'njW a>   jajanjan) aVa^av aana'Pannnjat j    «f'gf^Bannnuapai   npsjFen'O) M   exn/njpe/     4MM   anaaniaa«/   nn>   aa«>«jaanBF!ay!«pTBBa' 

WF jjpaMff^•ft. iPflliBjaw'pJ^ «naVai^aneiajjBannnB^n^e^    aa^a^aaMa   «n^pjpy«^a*Wy«V¿y    •*«"•> •*'*pa#    *•*   JPAar*» «ValaBapeT*ape« wqf 

anal lui âÈÈÊÊËÊb a# that raatnf ami) aaA«nat4aa>* • annate*/   njnaa^*   anajF^^^aw^peep ^e«a     ^eaw^p   w'^p^p^Bjap^ea1^^^^?   ^ea^^^a^^^^paw «^^e^^^^ 

«J *!•*,% JraHKï'attiblâ^a^B^aai 'A jtaW^^ati       Ak^^k^^—^^^^^fcát^^^^mjtot    w^ugam^^A^n^Jk Ji^^Ml^   «W^^^^   Jh^^hw^^L   ut   fe^^^^^u^_^_^ 
jf *"/ ^* *^aaei  a^^eaj^jaaaajajae   a¥«ane^nnjB*nF   eaewnpaenaaaBnnnnjpnnjaeaeanjp   ^PBjnaa}aB^aa^ataweaaa^waff^aa'aaw   ea^ewa^^a    ^^e^e^e^eaie   ^P1   •Ä^e^ep^e^e^e^an} 

tf 

,r*. *.! 

M 

ia reaylaMTig raatrtftff» 

linMA^wfc«â£li«y 
•nananaaa'aBja^BjB aienaBjaBje«*«« ana! 

i:-?'»Äfl 

•i^iSaiÉ 



H     ,.   ,,(,:-:-.ihl''   tli'l    I'.y   :'cil ! f'W»r> -   v- ry   ri"iH   reromiB'vid ilio»»r   th it  fio 

v,o\   l,^o   iriio   amount  tl nctic.-il     vnd  economic il   ?" il itirr.,   .,  itovlopinr: 

country   cui   »*    mi/.-niid.vl.  Tn   il1ur.tr.it»-  thi:-,  wo  nhould  rofrr  to  th«: 

;.noti:    nffort:- oi   nwmy d<v lopin/- noialtri-T  to promote nnd cnnour.vîn 

the   . :;(   iti i:itim«:r.L  of    :;ub-t:m<t tact if>r.   .'W"X«'«>in<nitr{   the.;.-  til"   arranftoacni;; 

in which   th<-    -xnort  .-l'H»r-nt   ir: a conimi   on«',   inrt «hcr^  cort.iin  prior 

arniîi^'wntr; would li.iv»- to l>.   m,wJ<<   in ordor that th«'  Hccnrsor or a 

third   company m.iy h-   in  a ;.>:ition   to  vnt-T  into ;\  lonr-toï»/ht|?h VolUBC 

.•i/Tfomrnt   Tor   th<- supply of part«   un»   intf*rmc<Hit> r,. 

Thi:. ::-rv»r, to domon: tratf th?»t much flcxiMltty in rwoded mi well 

¡in i^itiur.cv .aid cjtpurt advice to ancrtnin thr <>cono»ic ir*> li catione of 

T>rico   J'ixirw* iirrHiipfW^ntn. 

'flip fiel  t^mfiinf. Ihut from th<* point of irif*w of th<! welpio»*t 

company and  hört comity it in alwoarr. dm.irablc to oHwimtc* «MfoaoonftMß 

prie  fixing provision» in conirarrtf that may hinder ihr» fTtwtfl «ml 

finwej il   .rlafcility of thn recipient  fi»i»é 

HOVAl.TY PAYUBWi 

Hftttrictivo provi nimm in tb*B arwt »FR nane (if ito WMA t*ü*f%H»%    , 

to coiiBidor, an thoy ooHld hwn    a IWI»»HIHI t«p«o4 oll *tr • f#IMítdfl«**»Í 

of th«; country and th« rocipi<;tit ontorpri»«'«* »fiotM*fft    ita^ir W*S* ürtttwpt 

policy a nimia« of « patent through nn improper fofiwlwttfl« jr fflp^Ätltflll^/., 

of royalties oould.bc nor>RÍd«r«d H violation. IHHtor tlf» fc«irfMS»P «$4$Éjr-t% 

the basic «îe»onto for jwdffirifï ©n th« validity Of »^tf|J¡ÍfÍ*Í#ÍW..¥*p¿ 

inte 00*0 iteration M>« analyain of thoír «««Miti© «|%^si^|||»rimi !<•»**< 

"i^'í.í 

sí'á.1»'»* 
«W% iWÄ-if"! 

^ ^''   ''• 
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This  is ari arca in which the  l*ga.,    technical  and t sononic considerations 

ahould bf» brought tofothftr.   Although this ìB basically an econoaic and technical 

probi en, the legal  aspects,  particularly in patent  ¿^momenta, should also 

be taken into account. Por example,  attempts night be made to avoid price 

I fixing ohargRB and to acbiev« prie« contro'  through the amount of 

royalties.  Sinilarly, a licensor »ay condition the grant of a patent 

lie«noe upon payasnt of royalties on products Mhich do not use the patent. 

Und«r the U.S. antitrust law, establishing different royalty rate» for 

diff«r«nt licensees    is considered acceptable, but  it may not be used to efíect 

certain competitor8 or prevent newcomers. Differential royalty rates nay 

not e« fteowptcd under siiti trust criteria in cases «nere this is used to 

achieve an unlawful allocation ©f Markets. Developing countries should 

carfully   consider the »eenoaic implication« of thie in various areas, 

for instane«, a» Aswrican fir« i*posen a reasonable royalty rate for doaeatic 

sad «sport sales, but a prohibited Higher «ite for sales into the United 

Stat«*, thereby praweirtin*- «eoess to t)t« U.S. «wk«rt. (~ d« f*eto introdaoing 

territorial r««tri«*io«#), 1» principie, t' *s will be oonniderad illegal 

by tao ttoltoa Statss antitrust «athorities. 

fcf d*r«l»ping oountry wishing to introduce policy guidelines on 

potatala** MyaUjr Mltèt «hottld b« prtjMkrad to carefully ascertain 

til« àu&m.40 fU«4MU^ n—d«d is vi*w of I (i) foreiga «»ohangoc 

(ài) .tojmttmì è*** vMttoiMi (ut) *K\I**I policy 
li--'- *' 

i eSM^c >>r:ì$$k'^&'ri -¡à 

^kswackJaaaVaawavsJa       4«Éa<    Ma'   J^tfaàÉsalBBB^   afta?   SBBBUMSÁV* jjH^Ks^W"Jwa^$f. •*••• M>  wPwÄflw   ^J   WWV»W* 

• •   '•*;-* •'•à ^¿a&'3LL.'dB.'¿$t¿- y^'ifflsm -i/ -4w 

:;íS 

-;..' f- 

RTM'wWfùàiûijLtO-  •»„- 

* •! : ;*ï igfcrtfe^.-í'-- 
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•I,,I inv   i '  n< l,\ „,,.„  t, .    (.,.-!,    m-,, i ..! ni   íf¡ maHit.iti>inj: •"» 

,-,<,,,I.v    rinn-   lor  l.-rhnol-./0r   ! «r.-nmnr .it-l   ii.v«'nt«...ntf  an.»   ni*uî lan«>uuljr 

..x,r<-. :-.,„• :. nr-ful   r„Pin.l   on  t   .'lmnl«»o ,.;iyw.-nt-..  Two .vid « h«tf  yearn 

:,rt.T   th.-   ....arlw-nl   «»'   < »"    M* '*,r '«>   '''•1':1 '<'"»''    ,l   *""''   ^M,:,,,1,,1,•   to   "*l,ori 

|;;1V1I1,,|;   ir.  ti,,   OI-.I.T of     iw. huri.lr.ri million  M;.   Doll in   »>y enabling farviw 

r.M,,n,,ir,:   I» .lii-i-Uv  ,..-»rt..-i,...t.-   ir.   th.-   r-i.-, ,T,1 lot io.,   of eonlrartr.   (thin 

tiiîur- i»--ii-. ron, ut•,I  tii ir,:   Hit-   u-.unt   Ih- »r*,1«fi-rf   rayilt.v  ral-n»  through 

thi-   litv of th.   :i/-r.-.-i».-»il:-). «"»ico h-tí-  *"*''"  ••n-îr».!».1.ly .innlnt«-d by UWIOO i« 

achirvinr thi-   import m1   ro--.l .   Alno with  th.;  help of IMI m thr  ft-aioan 

lirrintry h.-i» rnrrruliy monitoro«! the  n-irticm of for-l,*n •ntornrinor. 

that wre   »nv< Ivd   ir  Ih-  rtMurtion of royally Partit r <*<• **" wmll 

offoct of th" Moyicnn   lo/rit'l'Vi ion  in  In«* «-rl.Tri'il  witrttft. 

Tbif   h.-lpi-  to driwwü'lrut-     that   it   in POSIMM-  to  cnffttfi  In the 

romtrntIni.ioti of oxiwtin/ï HíT^»"»»*« 
är f 1",HA ] H'V  1,s ««W»»*^ »**  ,r 

thono r.moflotiationn nm tiondnrt.td with tho parti nn.it ion of all  int«!*»«!«* 

part i or.,   including tho  ferric entorprir.on. 

It   i» probably too rarly to .incortain wttnt hnn *»*H>n ta» »ffwot #f 

tho Hoxican iw of tochnolofy,  m-vprtrvl-no, K-vic.o  in cent iwwntoty 

rocoiviriR   an averaßo of y> new Pontrwtn a mouth. 

It may to of    inti»p«Mt   t'j oil rtcv« lopin« oowitrio« to «UK**» of 

tho general critnriti for ffr>tor»ini>.rT wtmt in Ä«*ico in M«»MMn4 *« tm* 

on Gxenfltiive fWönwmt or what nonet itutoo an «toeoniVfi IWPW .M «P 

country *n noowomff» **V;;.   ' 

• **" - " 

'" - .&'•$*»'* 

«*     '-*, P^ï^   *   * 
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for thio purpose we will  Buamariz«  the  basic   ;riterifi for 

dialing with Clause  II,  Artici* T of th« M»TÌear  lfvw: 

Although it is r.ot pousifcle to établis», (general rules concerning the 

•est adéquat« level of paynentB, what is important ia to conduct a careful 

techno-eoonomir evaluation on a cae'  by oaee basis and to determines 

If the paynente involved, do in fact, rslate to the services and 

knowledge that is to be provided. 

H 1« essential that either in the contract,or separately, the    baa« 

mi forarla t© calculate royalty paywente ie clearly   specified. 

I* i» topft en t that the contract clearly specifies that taxes due on 

r*f»ltie« are the raspónslblity of    lioensor. 

A differentiation ie «ade between pulente involving know-how fees 

end osntinainf royalties. 

Oafltrary to wfcat 1» followed ia other oountrieu Maxies has not established 

npiUy «eilin«* «¡» various sectors. 

In arder te detemine tin total flow oí payent s involved   «lui following 

i* 

i) li» mm** M #*** m»*** **• mu* *• •» •**••*••. 
U| mm****»*» •* •**•• •* mm***m *«rinc ts* life of tee 

'*#$& to6jmmm\*nmwmt m mummt*** * « *****& 

' '^ 

îliî 

,;;>.>;-f ;'; v;;----^r-• ,|, • _. • ,. .%3u,^: 
rSf 

ajjtjqá 



It  war, found that  in practice,  ih« various «odalitie« for ooverin« 

parent,   chan*, con-idorably   fro«,  w   to  ce.   In  thin contât  SOS» 

roferonc  point,, for congrí mm were «„tabHahed at  the aectorial   level. 

In  thi, connection,   tho  following indoles are oon8id«red l^ort«tl 

a) Royalties related to product* of the contract. 
Total   nalee of 0<"  recipient   company. 

b) p»r.niPH on product e of thy oontracU 
Total  calen of products of the contruet. 

c) Royalties related to products of the oo"*1"»^ 
Net  incose baned on producto of the contract. 

d) Total payant a involved. . 
Total  inveetment in »acftJnery and équipaient. 

The above reference indeses were found to be *mt*l in detsi«i»i«i 

to what  «stani the payments  involved affect the «*wft*Uriiig ««* «* 

the financial nituation of the recipient owspany. 

AB a «onerai rule »tnUw» royalties are mot aeesp*** Hi *e*ico. 

However,  if the foreign Uewtor insists on • »ini«» ****** **• 

NetfiPtry would then req«««* **>• incorporation   of a MttW» Wf»H» ***B 

MotB8    After a revision of »any eases that contains« «ini»* *•**!** 

provision« it «a« found that thsjr operated only on fa« *•»•». ** -WWs|Ä 

of a «ini«»» royalty i. not always •*•***•«• toMM» «*•» *• <*•*• «*"N 

for r«*Eone beyond the control of th« rwiflêt** «*«**lVt «tt* •» 

d«.andf etc. the license© »ay fee put t» •* «rtfcl»»**«» #*•****»• 

in oases *ete new »raswsts «r» tewi»*» •* «P» *** •**•* * ta*s**W 

is highly áynaaic and e«s*«*l%i*«» 

rt
l4„   * Sfc»        -I*' tr .     I. ' * .* - *   *  */   Í,     ' 
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In order to determine  if the  payants involved conntitute an *XCOBBìVO 

burdan on th« economy,it wuu n«ces8*4ry  to examric,  to what  extent  Xhv 

tot<U  flow of payments (both,  exnlioit «nd  implicit) may be detrimental 

to th« country. 

ay explicit paymenta we widerstand,  those that pertain to royalties 

and fee e specif fed in the contract. 

% implicit payments *» understand thoae that result, among othar 

thin««, fro« ti«-in clauses which normally »speared ir  (i) overpricing 

of MM* «aterials, parts, equipment, ate. obtained from licensor, 

(ii) uftdargellln* of products exported through licensor, etc., etc. 

Althivmft,*hft definition of what nay a« conatmed as a negative effect 

to th* eumwiay it a difficult question and requires the technical support 

fro« varions agencie«! ti» re «i st er of tatiknolofj eau al least esani»« 

M«« Of Us» tate* abvious implications that result fron contractual arrangements 

wit« faraian Boanaals». lb) this context it «as oon.iderad important to datera in« 

(ij «atti la -Um •*•*•» *f *•§•***• m th« saeipient oespany, •(*») the 

JsfcMHilal Meter to waieh ii selon*»! (üi) «M he» it affante the country's 

•alami ff aaanairtst additionally it «honld also te detemina* (**) **•* 

^^_     «^^   AéalA    -9««M|PteBaB%    àtalP    «smagai m im tenhnolosy Di «la «*•* tf «»oda 

«* M» tti* *mj «ft*** *J» vm***n aeotor, ato. 

tè« smetnr >y 

U*fa I» «*wr to éftflm «Ja»*ja*|#l« 

|,ayrt«l ** •**** «w a **#e*i** 
„l'y ,'."*',• 

-•»*** 

ÍT.Í.-M'. 

L^-Ul'SÏ*.*-    !••• «AT 
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It   chould   U-  merit lon.-d th-t   ria.-..    TI   t:;  closely  int- ri inked with 

r.lnuBtu:   1,   IV,   VII  «i>H  XII cf article   7- 

It   10 not   por.niblo, within  the scope of thir paper to discus* 

in full  wh.it   i::  the int. mil   criteria for the application of clause  II 

of article 7;  neverthelcca, in «edition to the general  criteria mentioned 

abov,   -*"*   con tract   iv evaluated  from   the  legal,  technical  and economic 

point of viow and  specific «uidelines have been developed for the 

application of  clause  II  in th«  following areas : 

1.      Use of  t rademarkc 

a) A deliberate effort had to bo made to gradually reduce the u« of 

forci/71 traderaaita in the domeetic market, particularly **«*»» 

i) Th'.-y arc not y«t established in Mexico, 

ii) Their impact in tho  cale of products is of minor signifÌOWM 

due to the type of products or cervices involved» 

b) On a selective baeiß the use  of new foreign tradem»i%s «mould to 

«ncoura^ed «nd author i »ed: 

i) When they are considered  important for the «sport Of pre*»*»: 

manufactured under license, 

ii) Wien it brings alone a recognised technical pr«»Hg»   OT it 

required in a partioulir market. - 

c) It i e import ant to promote the creation and deiwlupsleni mw$Mm^';'\'   1 

.... **-$*!£& 
owned trademarks. l •.*.<>?.*'>£• *f< 

i) In order to gradually identiQr %»« pvé«mM ft* !É»iôm» fcflh       **.'jW 

domeatically and int»»i**i«l»lly. . "^^V.'í&i 

i-'x •      '   •>•     . ,-   *••   •¿/¿¿ss 

" '''.>!$•>   • ,. : ,i,.»,i,.!|jA.!'.-''i '"*.'>'y¡*í-3¿'»E s    ,. • 1,-Ts./ ' -,..- t- j»**-'j.-iij.  ."Hi i.« v<  •»,„- «iüf.jis 
, , ' ;;, ,-••'• v   ¿StV*#:'-s ¿ ^^Í^¿^WI 

MM—aa MM 
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d) When  liceneor doaa not particípalo     in the capital   oí   the  recipient 

ooaipany, payment« for the une of trademarke arc »aintainftd in 

the rang« of one percent   >n sales. 

e) Ho pflynents for the une of a trAdemark »re authorised when the 

1 loen eoe in a wholly-owned subsidiary of licensor, or when licensor 

haa a majority equity participation in the recipient fir«. 

?..     ffcf rUfet to »ae patented Inventionn 

DM la»» of induatrial property of Mexico considera three kinds of 

patents that are suhjoet of regulation by the regis* ryi 

a) Patent« oh inventions. 

a) Patent« on iaprovaaentB. 

e) Patenti! on industrial aodnla or desijns. 

-   Ife« duration of patent« an Inventions and iHprvnmmU is granted 

•"   **• ««ration of patent« on »odtls and Industrial designe ia 

;   frantad fa* t© yawraV 

•nata» »awlsiaas M will a* ethers tha* relate to the validity, 

«I**««*«*!« and i amina* ion of patents, are carefully appraised 

If rftÉjgimCe» t*t%>;«i*lirwtg tin* o«fcW ta* v»e «f patento tu« following 

ft aMteaMsaiVl' • 

t. 4;?(Vv."",-jt# 

Ife 
:«>Aiv- !$£ 3-5 *%*•«:&* 

.  1>#      ;V-        V 

Battw»-VÍ^;iSffr*;^:\. ; 
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- When  *h.»  contrari   covrs p.iyniento for  the   right to use  several 

patentn,  it  is important to doteranno the duration of all of the» 

and  to differentiate the "basic" or "secondary" patent». 

- it  ic also important to determine whether or not the patented 

know-how in being ur.ed  in the Manufacturing prooess, and if so 

to what  extent. 

- It  in importât to determine the degree of exploitation of the 

patents involved  in the "territory"  of the contra«*. 

- The Mexican Reentry will insist that any poseible infringí«uit 

on licensor patent riahtG by a third party,  shall 1» the «el« 

responsibility of licensor. 

- Any contractual provision limiting the »field-of-*»» of % p*t««t" 

in an urijutjtifieri Banner cannot be accepted. 

- Lieencor should be responcible to defray all exponte» relate*  , 

to the r<v?i strati on and siaintenanoe of it» patent» to 

3.      The supply of technical assistance 

Payaient E for technical assistere nomai ly covered throaéfi 

fees" should he examined in close detail. In Mexico * áiffoWWti**!»» *• 

made between luap-sum payments and those that oall foi tfctì 

supply of technical assistano« ever th* lif» of til» 9grm*mm%> 

In connection with know-how payment», th* followittf •»»MalCVo 

into considerationt 

-   Mien the object of the centrmot eovera technical kjiu» how that 

eould beaetinilated    directly by lio©»«©«* **•• IÌON»»MMMUMilf 

specifications, etc. payments »¡ft m continuou» bOtiB éffft M* 

in principle. 



- 27 - 

-   Oonooming ili« know how incorporated in drawing formal*« and/or 

tooknioml too» Haw, no   ilaitation«. oth«r than inom partainin« 

to a roaaonabl« obligation on confidentiality* anali b. aooootoá. 

.   Tm. »»«lotry will not aocopt aw rootrtctlon at ino «ad of tho ajgooafM 

of nonpatontod 

«M nappi? of oaftMori»«' aorvieoo »ill   dapond on tha tooknioal 

oapaMUty of llooMor. In praotloo« anale and dotali onglBWi»* 

aro ootalnod fro» dlfforont aonrooa, and It la taerofor«   iaporiant 

dofiM tao dogr«. of roopoMlblUtir of all parti«, inveivo*. 

to 

•taoonia* «fco oopply of onginoorimr   aorrloaa 

ta« type ant even« of «warowti«. rofvlroA ay tke retiplewt 

•   whan lieeneor la raapoBilalo of oopplyia« %aaio oagliworliiff te#et»*r 

«ttfc pwim t«ohnolo«y| lle«MOO ofceotd obtain opoeiflo 

at lo*** in im follovinf aroaot 
**> 

m % •»%•(»»» mg •#adoj0tloa« 

4i)   floaéo* 

mk\  djaMjiWaf 

*• tt U mjm*mi*m m«**•* •* 
^^Jirf^L ——^%—^—^—mt   %faL^&L^L^ *j^m\m f^Ék u^' 

LÎL.T *ï-,'j;J\ 'O'iíík 

?,&< 

J¿   P   >î 
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HraV.y  it  ic cosontial  that  contract* covering th«  m»ppXy of 

baoic  ^nd/or detail    «irfrwnrinff should clearly «pacify **• tya* 

and scop- of thes-  sarvioec a« -11 «n th« »mer in »Ai* th. 

eorrenT>onding paymentB nhoiild be offeoted. 

Continuing technical   assistance 

Por th« purpose of evaluation of paypmt« 00«**«ing **«tai«>al 

assistance th« M«ican Recati* »M» «« foil«*** criteria, má 

ceparaton the following eoncaptal 

a) Pro-OD«rational phage 

i) Pre-inveutwsnt  studies! 

ii) Technical aasiatanoe for *ÍM» »*«*••• «f •VlpMUlf 

iii) Technical awl «two» i» **• WW»*« ** **rtUW- ** J1*»**1 

iv) Plan* Btart uo| 

v) Training of teehnica} perooonal i» t»* **!••, /*fP** ,  .,...-^ 

. .. . •<•, .••    't, s ¡ 
b) Operational phage 

i) AasiBtaoco in th. pure!»»* of a*tfM, »* «ataríais, aW*«f ft«.! 

ii> Quality controll 

iii) Ataiatanee in plant oearaii«* iMlvitaf *••*•*•• 

protection affioitmoy ma eta***f * 

¿v) Ttfiteical •arvio«« *• ©H»fi**f ,   •   ^^ , ,-,# ;'^, v-H- 

v) Ta«h«|l0»l iapi mmycgi» «f jprMIMMt,;#•* ^099T^.^ «ïYftfcV* 

yi) ?r*ii»in*- of taeis^****« I&.UI 

Ml 
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Ine foilw»lf>g considerations are taking Into accountl 

- It i» i«portant that the contract 8p^cifi«B th*> various service» 

Involved and th« oorweponding payment for the«; In a separate twnnor. 

- It 1» l«portant to »»certain the tiœ required to cover the various 

services related to the pre-operational phase. 

•   A definition of the acope of technical aaslotance to be provided 

in the operational ptwa«. 

- Detemin« th« rel«tlo»»i*lp between the kind of assistance to 

!» «implied by Uoejioor and the ooejplwity of the «aftufacturln« 

prooees la its vario*« phaees. 

- The decree of technical caenfr to **• ••**•* •* *»*«*** to <p»»«tion. 

- Th« technical capability of lt«Mt*. 

«a* and »»cope of tbeoe «enríes will «re**ly depend on the 

fejwUW* te be covered. Hi ***** ttje», **m eenrlcts are 

attftiM* over * lifted period of t*Mf coverta« mm* other», 

Sr« m. 
-••,">\ -»,- 

• •'   v "?í* 

' ^S£añ4U 

ü%: iXMSW 
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Manali-lai or ad» in i at rat i ve sen*«« haw to be evalu*t«d in 

consideration of tho following* 

i) Tho sector In whioh they are applied; 

ii) The requirement o of the recipient party! 

iii) The type and »cop« of the sa«e. 

In this context the following ia to ba oonaldaredi 

a) A definition of tho different aerrioeo involved. 

b) The provini«! for trtdnin* p»p»*M i« order «w» **• *•**»» 

functions oan «radtially be cover«» by Hoe*»*«»» «**ff. 

c) Payments for thla ooooept ffWl *t vi<wi*d to plla^^llt U *** 

benefits of the recipient eoapany 

d) The responsibility and function* vt lio««»» •»«*» %• *l««rir 

delineated. 

e) Managerial «,8i«t*e. in th« arm «f WW**** t» 4» Pf**«*»*« 

not accepted «than the raeipiort eoe*>*tqr fcft* bun a»tabU»bed 

for the eoi« pwi»o«e of »etmfactvjrintf and will«« tlrtiMrtUto 

A «rantbaok provision In « liUllMliâf/ ^p||aWBMMNM»»'«W» 

requires the liooaa« to Ma4#»%N* W ***itt*M»f* «V É» #»«flt*r 

i^rov—m. or «IMI *•**« ** «l4M|gb«t f^1***11^^^^1^^ 

by the Uoen.ee friM* the life of the **—**•    " J^f;-^ 
... -  ,j| f - - . 

s.    ' < ,m 

V 

-I 

&1" * ì ÌL0JF*       j* 

^ j*»- -      -3.:- 
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Under this typ« of provioion it al ¿it be convenient to conoid« 

the criteria of the Japan«** Fair Trade Coaaiselon (FTC) whioh for all 

practical purpoee »ay be eonftidered appropriate. 

Mot.,    mt.rt.ted officiale of developing oountrieo wiahinpf to look oloaer 

»I raatrictiv« telino.« practice« in Ucan.ing agr»e««tto will DO •«Tí««» 

to obtain ocpi.. of the Jynaae «AdUno.   on the "r«co*iition of atandar«. 

earning international «»tract« for technologioal introduction", ptrt>li«h«d 

aj tao fair fra«« Osami ••ion on Nay ¿A , 1968. 

9m anelyai« «f «rantbaek piwlaion« oat) be di*id«d Into throe part«! 

f ,     PnrrlrtH- in «Aieh the Ileana«« 1« o«li#od to Info» lieanew «¿jal 

Nbioh lloaaM« has a«n»ired In OBBBWäIOB mth 

ani aarrlaa« covered by ih« *wtt«*t. 

te     f*tjtta4«MI •*«* «Ml* *«• Ho«*««« to »ft*l»n ti» ri.**« (p«t«t rt**t« 

m #§#*» •**•*»• ffWi application thoreof) related te any iapj JKoaeiii, 

iHHaflll an a» «ipliowlion of in*»»* lona «kielt ih« lioaneee haa «**»• 

U~ :9mmm «*' otti«, limmm %• esatto lioenaor a Horn* m m, 

H|llla»ir. ÉWetJl»«ay«r aapUoatla« of tarentIon **i«h *•• liaeWW **• 

Mie. •* illt»r.« 0mm* 3**m méátm* %»** theae prwrialoii. «ajr 

5. -, -*sC 

•f *# WR? •?•.?! fi? 

V- ^^ s. *  „; 



-  V 

(,•:)   -h.r-.t.ion  of tho  obliffttinn,  (iü)   ihr  ¡ir^i in which the  licence  ifl 

gr-mted,  (iv)  dr -roc  of »ixcluriivity applied     to Mth«;r party. 

Tf both parties »r*> mutually obligated  to inform each other a« to the 

knowled^   -nd experience acquired,  in  relation to the  technology covered in th. 

contract; and the obligation for the  licensee raaalnB during tha whole #ff»*tej 

of the agreement    *nd  the oblieation of licensor is for » shorter par|oa tf ttoJB» 

or if the 1 icen:oc is obligated to pay royaltiee for the information while 

licensor ir not obligated;  FTC considers that the obligation» of both part tec 

arc not well balanced. 

Furthermore, if a licence which the licensor «rants, la affaatiw only 

for the duration of the contract, while the licence which tea lioanaae 

grants to licensor is effective durinpr the ti**! of validity «C tea 

patent - and this   covwrc a longer period than the contrae* itealf - than 

the cbligatione of both parties are not well balanced. 

Finally to illustrate what would be the strictest taf» of grantoaek 

restrictions it could be useful to illustrate this with am exaaplet 

«In case the Uaanaaa has »ade an teprovaaswt, invention, application of 

new invention, related to the   patontoo goa4a swing *¡» parie« «f tea coatrao*. 

the licenao« «hall i—ediately info*» tea licenaor ani 

of such an invent ion to licansor f|Mf«t aay tfff|gf|ff||tf||f '*• M 

shall have the rifjht to apaljf far a patent te any mm£&10m" limnm, •*•» 

be given a nonexclusive lieanoa an tea tevawtiflf» a**»?»«^  ft*« *• tev«f«|a»> 

only in the territory «jsara tee liaanaaa haa law 

or sell patented goods." fil tais «uaiple Jt% te#f«f^i# 

, -A m* '-. - «V 

ÍS», 

i',.-. H:; *. mi 
•ti: 

ft- 
=5* 

•í!# «• 

?%%$#&$$ 
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i) that In oaa* that th* Hwnw h«r nmrt»» an 1wnrovB»«»ntf Invention, 

application of invention or new Invention he nmrt  inform th« 

licensor thereof    immediatolyI 

ii) that the  iicenoee ft aa.t^n a» rlaM» pertaining to auoh an 

invention to the lioenoor without eoapenaation» 

iii) that ih« Uoenaoe i« «ranted » non-exclusive licence as a reoult 

of aaid aaaifnaentf 

lv) that tha «rauta« lieem» i» effeotiw only An the territory of the 

original patent Ueenoef 

v) that the lioanoor without due ooaptttMtion acquire» e^«ff|f rtlfrSl 

to eaploit a »atout devalóla* *y Uoanaaa in «U eowtrto» a*el«din« 

the -lioenoaH territory." 

The criteria developed by *e»ioo concernine g*a»tba©k restriction« «aa 

«i ito ottalyaie ff mm %mm W® *0*m*tto mia fall« oloaely to 

ITC criteria. 

fc ^4. mmm m, mtàmm mmwirt liai« «In* «e r**ittretion of a 

#«* 
the «Wipntton to Mufft tfco property «f 

that rt*t b» ee.el.pta by t*» ti-WWl 

lo «tot* **    ItilWtftt * IMelMM»«« 
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CONCLU!UK'G  fWAlftU» 

It   ic. th<   nofti   of the author that thia attompt  to illustrate of 

tho   bar.ic criteria of the Mexican Government in the are» of restrictive 

buBin«nr, nractiws in licencing contracte will «erve to encourage additional 

research ;»nd nnalyui» fro« the part of other developing countries.  In preparing 

this paper wn effort han been nade to illustrate the complexities imolved 

in dealing with this problem,  and to highlight the need for joint effort« 

in this area sunon,~ developing nations and to rely more on the assistano« of 

the United Nations and particularly UNIDO for improving communication channels 

among rach other. 

It  ID quito obvious that the implications of restrictive business 

practices in licensing agreements arc» quite complex and that in order to 

deal  with this problem and to effectively regulate these transactions the efforts 

of the developing countries ohould not be limited to legal seraiinity »•* 

rather to incorporate economic and technical conniderationo to properly 

assess the effect of these restrictions on the reoipient snterprise and 

the economic and industrial development of the reoipient oowwiry.     . 

Prom the point of view of the developing countries the policy rationale 

in providing intellectual property protection and for the introduction of 

legislation to recúlate in the field of technology transfer anomld at», be 

viewed in isolation fro« the economical and technological policy of tfc* Oe*»tf*> 

the preoonce of restrictive clause« in internal iomd UoaoMng 

agreements oould h amp or the econoaio and teohno^ogleal 4)^$iaj£awl .# *»• 

recipient nations* On the other hand there is a need I* tassJ^pVM that 

S 
's 

if Ait " 

. 'j,j-h 

•Jfijsi - v", sEHfc « * í- '"i -' ff J 

% 

~%L«ttîXwtt: 
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teohnolofloal ooniraot» are «client vahiolea for str*n*th«nin« the 

ieohttoloeical capatoli lite* of tho recipient country. Furthermore, theae 

U;o—fit« are to be equated on th. baale of *oono»ic and ooemrcial 

«liarla in order io properly aaeertain ih« »a#iitttde of probi««« >** 

to oretta an« «ainiain a receptive clüaate for teohnolofflr and forni». 

lnvaai—ni iato the developing ©owrtrlea. 

«M «rihor -iahe« io «iva du« reoo#iitioti io WIM for proridin« 

a hirfly «malified «apart aaeietanee to iba »exloan OoYeiment inai «ade 

pewtfcle the «et«*U«i»«rt of m efficient «yetoa,and allowed laportant 

•evtage and Benefit« for the eoonoey M a «hole. And *o «»oourai* other 

««veloeir.f naiiona to «apport ih« afforia of WIK) in the field and to 

rely on iaoimioal aaaiaianoa project« fro» »HO in tha firtur«. 

'V 

h:   • 

V- 

ï*   HJ   . 
-£:**•»£ 
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LAW FOR THE REGISTRATION OF THE TRANSFER OF TECHNOLOGY 
AND THE USE AND EXPIRATION OF PATENTS AND' TJU^-MARKS 
ADOPTED BY CONGRESS ON DECEMBER 28, 1972 AND PUBLISHED W 
THE OFFICIAL BULLETIN ON THE 30Th. OF THAT MONTH. 

LUIS ECHEVERRÍA ALVAREZ, Constitutional President of 
United State« of Mexico, to its inhabitants, GRBEITNGS : 

The Hon. Congres« of the Union has sent to me the following 

D E CREE 

The Conreas of the United States of Mexico hereby decrees: 

LAW FOR THE REGISTRATION OF THE TRANSFER,OF 
TECHNOLOGY AND THE USE AND EXPLOITATION OF 
PATENTS AND TRADE-MARKS. 

ARTICLE 1  » The Nettami Register tor the Transfer of 
, in cnary^ the^inistry of Industry and Conferee, te hereby 

The National Council of Science and Technology shall be a 
Body, a« provided ta the Law creating the Council. 

ARTICLE 2 . The registration to the Register mentioned 
¿anWeT Is obligatory Iw *U **iiiiif*e containing acts, 

«¿^Wchh*vebt« entered l«o tor tnetoUowteg  

a) The IIMBOI* of cha use or «tpttttttim of tttile-marta. 

4t*dWMi*Êor*mkm*r 

• > ' <e«• *af    •   ? •;• J    i>. -'/¡by* • J-*' <? "í *.. "M %ì/ •¿v.A>»v. :- - 

''. «'-, • ^Mr.f^.U 

uí.» í*. 



d) The .-uipplyimr of IüMC or di-faiUil eng Sneer int.» plunj for 
the hut Mili*:, oí incilii wr, or manufacture of products. 

c) Technical assistance in wliaicvur form it may be fur -- 
nisliul. 

f) Services for thr administration arel operation of tuiBincss 
enterprise*. 

ARTICLE 3   .   TIK; following Khali have the obligation to 
apply for the registration of rlie acta, agreements or contracts specified 
in the preceding article when they are partie* to or beneficiaries thereof : 

I .   Individual« or companies of Mexican nationality. 

II .   Foreigners residing in Mexico and tl»e foreign com - 
panics established in the country. 

III .   Agencies or branches of foreign companies established 
in i he Republic. 

The suppliers of Technology who reside in a foreign country 
may request the registration in the National Register tor the Transfer of 
Technology of the acts, agreements ur contract*: to which they are north'*. 

ARTICLE 4 .   The documents containing the aas, agree - 
merits or contracts referred to in Article 2, shall be filed Willi the Ministry 
of Industry and Commerce for registr.it ion in the? National Register fer the 
Transfer of Technology, within 60 days from the date of their execution.   If | 
filed within this period, the registration shall be effective from the date of 
their execution.   Upon expiration of said period, the registration shall be 
effective only from the date of filing. 

Further, any amendment of the acts, agreements or contracts 
referred in Article 2, must be filed for registration with the Ministry of 
Industry and Commerce, - as provided in Article 2,  When the parties termi* 
nate the contracts or agreements prior to the termination date stipulated 
therein, notice shall be given to the Ministry of Industry and Commerce   . 
within 60 days from the date of termination. 

ARTICLE S j  Proof of registration shall t* required In 
order to ein^ tnFbeneîîïs, incentives, aids or facilities provkted by the 
Law of Promotion of New and Necessary Industries or otto pRWlsion» or 

>C .  .' «.-'« 

*V 
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regulations governing the cstahl Is liment or exponeion of Incl-suial business, 
or for the establishment of shopping cor err, «long the border <n In the 
free torn» or «reo», or for t!?c approval ot ihe manufacturáis programs 
of persona who, being required to do so, have not registered the acts, 
agreements or contracts mentioned in Article 2 or the amendments thereof, 
In the National Register for the Transfer oí Technology. 

ART1CUÌ 6 .   The act«, agreements or contracts mentioned 
In Article 2 and its ni nanamente, which have not been registered in the 
National Register lor the Transfer of Technology, »Itali not have any legal 
•fleet tad therefore may not be enforced before any authority and compliance 
thereof may not be enforced before the National Courts. 

Aleo, the above mentioned acts, agreements or contracts, 
the registration of which has been caneeled by the Ministry of Industry and 
Commerce, shall have no legal effect and their compliance may not be en - 

hi the Notional Courts. 

ARTICLE 7 . The Ministry of Industry and Commerce shall 
not register the act«, agreement» or contracts mentioned in Article 2 In the 
following eases s 

I    .  Wis» their purpose is the transfer of Technology 
freely available in the country, provided this la the 
ajane Technoksv. ' 

U   » Whe« the price or a^wklerei ton does not represent the 
Technology acquilo or const H vites an t gratified or 
excessive burden on National Economy. 

• '•..-   • '•" ft. •   •" 

Iti . When iTOvliikïna are Indiidod which permit the supplier 
te nçùlarc'or intervene, directly or indiroctiy, in the 
•Aniirtstrertoo of the transferee of the Technology. 

.HP. » WwnnwnlnsoobiiÉjiio« 
Vtm\tt*»>r to the »ÄioroftheTeclw>lc«y, thei>etentii, 
Wt^mtmWÊ, WÊÈBMùnBKB er nnpreveoienw i 

V     Iffrltt TrTrfntitfit flirt IrrhTfflftf T * W       ¥     •nj'ppew -jswpvennnnsnnpnnw mnj^p wspjsjejnr^psw. ^» » 

v^njFTln^B^'*s]|P^W|P*'^*n^nM ""^r if^^^^^*^^^^^^^^^^^^^^^^ 

*>- e-* :-'   '• •:•••'-:^'^^-^'-'<^M^l^^-ìm^^-.'   '   •" ' 

w  - V WÜ®* ••'      -'•'*•wVií"l5E?Jr*'J¡ 
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Vil . When tlx< cK.orration of the inimifercc'H praductn 
or services IH prohibited, agatm»t the best Intorens 
of the country. 

VIH.  When the une of complementary technologie» Ut proni- 
blteü. 

DC 

XI 

XII 

When there in in ohllßrrion to peJI the products manu- 
factured by tlic transferee exclusively to the supplier 
oí the Technology. 

When the transferee in required to use permanently 
persooncl dea Ignited by th« supplier of the Technology. 

When the volume of production is limited or sole and 
resale prices are imposed for domestic consumption 
or tor exportation. 

When tiie transferee is required to appoint the rfupphfïr 
of TechnoJojvy AS the exclusive sales agent or repre- 
sentative in Mexico. 

XIII. When an unreasonable term of duration In established. 
Such term anali in no case üxccad lOyearß, obligatory 
for the tranuferee. 

XIV. When the parties submit to foreign Court« for occisión 
in any cwttrovei NV in the Interpretation oc enforcement 
of Lhe foregoing act«, agreements or contracta. 

The actB, agreements or contracts referred to in 
Article 2, which are i ffective in Mexico »hull lie 
governed hy the Jav/a ui Mexico. 

ARTICLE: 8 .   The Ministry of Industry and Commerce may 
register In the National Rogir,ter for the Transfer ol Technology dm acts, 
agreements or contracts which do not satisfy one or mete <sf the require- 
ments mentioned in the preceding article, when the Technology transferred 
is of special interest to the country.  This exception shsU not apply to tne 
requirements cited in Sections I, IV, V. VU, XUI, and XIV of the procoJbM 
Article, 

ARTICLE 9 . The acts, agreementr; or contract» requirió 
to be registered m tee ftetíoñal Resistor for ti» Tronti« v€ Ts^aötogy do 
not include those relating to : 

~    «^Tjf   l*1^! 
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1     .   The immigration of forcipn Technicians for installation 
of factor let. and machinery or fur making repairs. 

JD   . The furnishing of designs, catalogues 01 advice, in 
general which is adquirod wth the machinery or equip- 
ment and which may be necessary for rhe installation 
thereof, provided this does not Include the making of 
subsequent payments. 

in . The eeaiaeance in repairs or emergencies, provided 
these are part of any act, agreement or contract pre- 
viously registered. 

IV . The instructions or training furnished by institutions 
of learning, personnel training centers or by the 
Company to its workers. 

V . The operation of "Assembly Plants" shall be governed 
by the legal provisions or xepilations applicable 
thereto. 

ARTICLE 10.   The Ministry of Industry and Commercé shall 
mm m the reglatratlonawTnon-registration in the National Register for the 
T^»artsr of Technology within a period of 90<.'«ya following the filing with it 
of tft» documents containing the acts, agreements or contracts referred ID 
Il Artide 2.  Upan the termination of this period without the Ministry having 
rassist§4 Ka decision, the respective act, agreement or contract shall be 
regfcltereJ to the Nacional Register for the Transfer of Technology. 

U .  The Ministry of Industry and Commerce may 
lime National Register lor «he Transfer of T*ch- 

nokfjr, of tl» acta, agreement* or contracta when Hie terms under weich 
ttCJin regiatered are amondad or modified contrary to the provisions 
at flu Lew. • 

,! *••*; 

Tlia Mialitsv of industry and Cwnnturce tu AR'flCLBU. T 
iWmlSuil the anaaaMOfrflf the atowlailUMS cat this LOT». 



ARTICI.K,14 .   The persons who consider tltcmeulvcn ro be 
affectai by tlK¡ ruinas o? il« Ministry of Industry and Commerce may, n* 
provida! in this Law, request will, in eight Jay* from thé effusivo dale of 
notice thereof, the reconsideration if such ruiiugs, nubmitting the evidence 
which they may deem appropriate. 

The petition for reconsideration shall be filed ta writ tag 
with the Ministry. 

In the petition for reconsideration the petition« «Mil oiler 
proof and submit tliat in his possession.  Oral and confosatonal evidence 
shall not he admitted.   The Ministry may introduce the evidence it may 
deem pertinent in rendering it« ruling. 

When the period of proof has elapsed, the Ministry shall 
render iti, decision within n period not to exceed 45 days.  Upon the expi- 
ration of Urn period without a decision being rendered, the reconsidérât ten 
shall be deemod to be in favor of the petitioner. 

TRANSITORY    ARTICLES 

FIRST       This Law shall btoome effect We 30days followini 
its publication in the "Diario Oficial" of tfte r«deration. 

SECOND.  The acts, agreements tnd contracts referred to 
in Article 2 which have been entereu into prior to the effective date of this 
Law, shall be adjusted to conform to tl.e provisions hereof sui reglstorod 
in the National Register for tlu- Transfeï of fetí,a©Jor/ «ÄW« H» year* 
following the effective date thereof.   The Mini*rj jt industry and Cofmnofee 
may extend this period when specinl circumstances so justify. 

The documents coots ining the acts, acraements or «Wffirant» 
shall be filed with the Ministry of Industry and Commerce fer m liifriiiiHilsjM. 
without passing on their contents, within 90 days faitearte the date tto Law 
becomes effective. 

^..^   ^ HISS  • V^ttepwl&maimmmiemmletomm 
complied wWi, within the psrfods therein «^"hMsheri, tìm nurtíes may 
continueto enjoy the benefits and incentivas refract» to Artici« 5. «Me« 
hays been previously granted to them.  *~ —     * -•• —• - •     - - 
tives shall be canceled. 

' • í Hi 

•**'<* 'i 
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FOURTH.   Until the acts, agreements, or contracta refer- 
ral to in Article Ï luve heon od jira tod to the provisions of this Law and 
have been registered, the partiel utiaJl nut have the right to on joy the bc- 
Betfts, Incentive«, «Ida or facilities rcierrod to to Article 5, nur shall 
tbolr manuiecturing programe be approved. 

FIFTH   .  Upon the termination of the periods referred 
to Hi Transitory Article Second and the extenafcms thereof, the acta, 
agreements and contracts which have not been registered in the National 
Register for eke Tsensfer of Technology, sball not be legally effective, 
as provided In Article 6. 

aXTH    •  In the case of acts, agreements or contracts 
«bach have bee» executed prior to the date of this Lew. the ruling of the 
Mbtietry of Industry end Commerce on their rogisterahtttty in the National 
Register lar the Transfer of Technology, shall be Issued within 120 days 

the date of fUiag the documents. 

Mexico. 0. F., December 28, 1972. "YEAR OF JUAREZ". 

ti oomplltnoe with Section I of Art lele «9 of the Federal 
of the mated Sretee of Mexico and fer ice publication and ob* 

I hereby leene the Law ta the reeldoixse of the Executive rower 
ta ite Cto^ Mexico, Federal District, on December 28, 1972. "YEAR 

h-¿mí i" - %£? • *t 4íí 
" M-t9i^ - -     »    -- fi4- fö^ 
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