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FORTWORD

The Government of Egypt request«! the United Nations Industrial
Development Orgariization (UNIDO) to assist the 3Jenera)l Organization
for Industrialization (GOF1) in examining the existing institutional
machinery dealing with technology tranasfor and reviewing with Egyntian
authoritirs the expericnce of Mexice and Frazil in this area

(project No. VC/33Y/75,/069).

For the implementation of the project, work was conducted in
close collaboration with a team assigned by GOFT and selected staff

of the Institute for National Planning (IND),

In accordance with the Government's request, a short-term mission

was sent to fgynt by UNIDO under the Voluntary Contribution Programme.
The mission was composed of the following members:

Fnrique M. Aguilar, Industrial Institutions Section,

Industrial Services and Institutions Division, UNIDO
Thomaz Thedim Lobo, Consultant to the Industrial Technology Division, UNIDO.

During its stay in Egypt, the miesion held discussions with
representatives of GOFI, the INP and the "ngineering and Industrial
Design and Development Centre (EIDDC). Various issues were discussed in
great detail, taking into account relevant legal, economic and other policy

considerations prevailing in Egypt.

This report, together with various Anrexes, reflects the main
discussions drawn from joint consultations with counterparte and takes

into account the views and suggestions of Lgyptian cffirialse,

An attempt was made to provide a comprehensive approach at the
policy and institutional levels for the establishment of a co-ordinated
aystem to promote and regulate technological and investment transactions
into Fgypt.
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The mission wishes to express its sincere gratitude to GOFI, INP
and EIDDC for the most useful informution and oricntation given by them,
It is on the basis of these discussions that the mission was able to

formulate various recommendations contained ir the report.

The mission is specially grateful to His Excellencies Mr. Issa Chahine,
Minister of Industry; Mr. Tbrahim Abdel Rahman, HMinister of Planning{lir. Hassan
Aldel Fattah, Deputy Chairman, General Organization for Industrialization;

Mr. Ismail Sabri Abdallah, Director General, Institute for National Planning;
Fr. Kamel Maksoud, Director of the Central Department of Planning; Mr. Fawzi

R. Fahmy, Director of Industrial Planning Centre; Mr. Abdel Salam Mansour,
Director, Legal Department for Contractors and International Agreements;

Mr. Yusef K. Mazhar, Director, fngineering and Industrial Design and Development
Centre, as well as other staff of GOFI and TIIP that made it possible to

accomplish the task of the mission.

The mission would also like to express its gratitude for the overall
orientation given in Cairo by the UNDP office.
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INTRODUCT IV

Under the country's new Sconomic and Development Plan for 1976 - 1990
(wder preparation) great cmphasis is given to n new "open door policy®

1

for foreign iuvestment and technology into 'iypt.
This important policy decision entails many responsibilities, and
a commitment from the part of the Govermment to desigm and strengthen
the appropriate institutional infrastructure to meet the overall objectives

of this policy.

It is to be noted thut the complex nroblems related to technology
transfoer, udaptation and development would largely need to be resolved
through a nationul consciousness of the nature of these preblems, a political
supoort to solve them aund the introduction of concrete measures for

inplementing a plun of action in this field.

It should te recognized that for the successful implementation of
policies in th= field of technology, joint =fforts are required from the
part of government institutions and local enterprises. Several considerations
discussed in this report are orierted to highlight the desirability of
introducing explicit policies for the regulation and promotion of foreign

technology into Lgypt.

It was felt that the experience of Erazil and Mexico in the implementation
of a technology transfer policy would be a useful reference to Egypt. Although
the Brazilian and Mexican economies and their political framework differ from
that of Igypt; the discussions held, served to confirm that similar problems

and possible solutions in this area would be applicable to all three countries.
The report is divided into three chapters:

Chapter I Covers certain features of the technology transfer process
and reviews the areas of concern in the definition of ~n

adequate government strategy in this area.

Chapter II:s  Touchee upon the functions that should be covered in a national
regulatory system for technology transfer and reviews a
methodology that may be applied to deal with intermational
licensing transactions.

Chepter IIIs  Provides recommendations for consideration of the Egyptian
Govermment for possible action :n this field.

Nurthermore, the nission was requested to provide additiona. doousentation
related to these prodblems and for this purpose several annexss are incosporeted,




CHAPTER ]

AREAS OF CONCERN IN THE DEFINITION OF Ali ADEQUATE GOVERNMENT STRATSGY
IN THE FISLD OF TECHNOLUGY TRAISFER

On the basis of the knowledme and eyperience accumulated to-date, it
is possible to identify several prirciples upon which the formulation and

implementation of government policies in this area should be based.

- First of all, the need to introduce explicit policy measures in

the field of techrniology transfer, that must be differentiated from other
policies in fields such as (i) science, (ii) economics, (iii) employment,
(iv) educatior and (v) industry; yet a technology transfer policy that would

have to be closely related to them.

- A technological policy must be subordinated to economic and social

development objectives.

- The growing complexity of the industrial development process of 5gypt
would call for the interaction or interlinkage among different kinds of

policies to reinforce and support each other and form a coherent whole.

- Market forces are not sufficient to promote by themselves technological
development and to guarantee the fulfilment of socio-economic objectives;
therefore government action is needed for the regulation of imported technology
in order to (i) strengthen the bargaining position of recipient enterprises;
(ii) the promotion of interlinkagee between indigenous technological efforts
and industrial activities; and (iii) to stimulate local technological research

and the improvement of technical capabilities at the national level.

The formulation and implementation of technological policies have %o
be guided by a strategy of selectivity and should contribute to the improvement
of conditions for the aoquisition of foreign technologies without creating
obstacles for the continuous flow of technology into priority sectors

of the economy.




In this context, the mission wishes to recommend for consideration
of the GFyyptian Government, the introduction of explicit regulatory

ard promotional measures in the field of technology transfer,

In the absence of an explicit regulatory policy in this field
it would be advisable to consider the introduction of norms and procedures
to regulate and orient technological transactions with foreigm enterprises,
As a firct step certain efforts should be initiated to define a criteria for

acceptance or refusal of licensing and technological proposals,

In this areaz it would be essential to develop a different set of
policies for the various productive sectors and branches, as it would not
bz appropriate to establish a policy common to all sectors, What could
be needed will be to design a set of flexible policics that would take into
account, among others, the improvement of technological capabilities in
the country; the conditions under which technology can be acquired in the
international market; the characteristics of the domestic and export market

and the different conditions introduced by foreign ownership.

In summary the formulation and implementation of technology transfer

policies should be oriented toward thess objectives:
1. A more efficient procese Br the selection of foreign technology;

2. The development of negotiating skills conducive to obtain better
contractual terms;

3. A more efficient process for the adaptation and absorption of
imported technology;

4. The gradual development and oreation of local technologies and
capabilities.,

In order to meet these objectives, it will be important to oconsider

certain basic principles that should be observed in promoting the transfer
of technology into the ocountry.




fiow of techroloxy should 1o viequate Lo meel the booie eede of
ductrrslication, involving procecces wd technical infermation as to cover
the neger technologicnl and production cooon already ifdentified within the

1

conor 1o ted Develoonent Do,

- For-a .t technology would have to be o e eiively dbeorbed within the

[

Lort-ot veriod of time snd adited to local conditiong, and should

te wegquir ot on wecostoble Loreme,
- Sooddrendy mentioned, there yill be o ncea to eotablish broad
yrieritics and a4 dogree of selectivit,; anplied, an order to woid the

High coot of forei:n tochnolog:.

- Aanoirmortant considerition for thoe definition of government strategy
in tnis wrea that nay constitute o omajor poliey objective in Sgynt, will

we to promote und encourye the crowth of locul technologicul corvicen and
tacilitice. Thic effort would bave te Le coupled by rromotional neasures,
to eviure ot the same time, that the Lgyntinan economy keep vace with
internatioral technologmical develonment: through the acquisition of foreign

krow=how 11 key industrial cectors,

- Or the basis of a government policy framewerk, individual technological
afreements would have to be negotiated and the terms and conditions for its

acceptance should conform with the overall interests of the economy.

- Finally, it is important to consider the role of local enterprises in the
process of technology transfer. This subject will bte treated in closer detail
in the following chapter, but it should be mentioned that the role of local
enterprises, either public or private, is of central importance for the

successful implementation of policies in this field.

On the basis of the experience accumulated to-date by Brazil and Mexico,

the following elements governing the role of enterprises were identified:

a) With very few exceptions, independent enterprises do not have a

systematic approach for the acquisition of foreign technology and its adaptation.

b) The selection of foreign technology is made on the basis of a cosi-
benefit analysis at the enterprise level and frequently for the purpose of

solving specific technical problems without prior investigation of locally

available capabilities to fulfil all or some of these requirements.




¢) Due to the weakor bargaining position of loocul eritorarices vereys
the supplier of tech ology, it is frequently found thiat the remuneration
aereed upon s not 1n confurmity to the type of technica) Knowl:dee or services
acquired, ddditienally, for the purpose of coverite 4 soceifie technienl need,

these snterprises often secert cortractusl provisions of o reciyietye risture,

Uiy nsbaices op sratinge ymonet the Fulfilment of national ob Jectives,

Loow Glversifico by, of Tndustry; export of rrodocte ecally mew aetured, ote,

d) Smidl cad redium evterorises tend to econclud Grrecments pelyir g

heivily upon future technical issistance from the gupn liery for oxcecouive
seriade of time, wid no efforts are made to readwilly sttair ennolegsieal
self-reliance i a particulur field.

It should b caid that an adequat + ctratesy chouls <11 £y

i1 tr.otitut ional

suprort wid peve rohort puidarce te onable loesl enternrices to Lecame nmore
¥ ¢ ¢!

efficient and to gradually attain a certain degree of selfereliince, Furthermore,
there will be 4 rend 4o identify the requiremerte ¢f tha local vnterariess
and to differentiite the various tyres of industries within tne country,

including:

stute-owried enterpri: ‘g5

i

a9

)
) large private-national enterprisecs;

3) small and medium private-national enterprises; and
4)

foreign sutsidiaries or Joint ventures,

In order to achieve a more gystematic and efficiernt handling of foreigm
proposals government attention is required to the various stages related to the

planning and implementation of projects, such asi

a) Pre-investment studies, including preparation of a feasibility study
and a detailed project report {DPR);

b) Basic and detailed engineering, including preparation of machinery
specifications, plant design, factory lay-out ;

c) Selection of equipment, plant construction, erection and installation
of machinery and start-up of plant;

d) Acquisition of process or manufacturing technology;

e) Technical assistance during the post-installation period, including
training programmes and various forms of Banag aent assistance.




I live witn the wiove, the missior. wishor to sugrent certain areas

Gl soarn for the defindtion of wnad guwte strategy in tha. field:

o The selection and evaluiatior of foreim technolory would have to
o cnore direcl voarticipation of crpnneers and techndend nersonnel
a0 o] arterprises - torough the identificatior of alternid ive sources

ot dy wd teciaolo e svailalle at the anternatior:) Tovolys

o Nhe need Yo prepare adequate methodoloies for separating the
viro .o bonments ancluded inoa foroapm srecosal in selectod cectors of
itddustry wd for ddentifyin.: opportunitiso to renlace import-i by local |
Lechiologies and services;

') The preparatior of feasivility studies and detailed project reports

(12 to 4llow an increased participatior of local enterprises and congultir;

Fyro in Hgypt;

{) Preparation of equipment specifications, plant desigmi, factory lay-out,

includin; the selection, irstallation and ordering of equipment;

) Tue need to develop cioser association of local engineers and
techrnicruie in the plannirg ard implementation of specific projects,

particul.rly in the areas of bacic and detailed engineering;

f) Training of goverrnmee b of ficials in negetiations of technology transfer

agroenente from the tectdcal, ecenomic and legal point of View;

¢) Trairing of govertiert officinls in administrative matters concerning

the classification, aralysis and registration or accepiance of foreign

proposals, drawing heavily upon the experience of other developing countries,

where such an institutional framework exists; and to draw u on the assistance of
{ p

international orgunizations, UNIDO in particular;

h) The need to define priorities for research and development work

oriented to meet specific requirements at the sndustrial or enterprise level.
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FUNCTIONS TO Eil COVERED IN A NATIONAL REGULATORY 3YSTLM FOR TECHNOLOGY
TRANSFER AND THI: METHODOLOGY THAT MAY BE APPIISU TO DREAL WITH
INTERNATIONAL LICSNSIING AGRIIMENTS

Taking as 4 tueio the chpectives cuttinan wbove, the mission wishes
to recommend “he creation or strengthening of syiating im;titution:',

that would have resporsibilities in the following areas:

1. Selection of foreign technology

The mission recognizes the existence of gsovernment skills in the
negotiatior of foreim rroposals in the industrial fielo. Thig responsibility

lies at present within the general organizaticn for industrialization (GOFI1).

On the other hand, it was possible to arcertain  that the main
experience, developed Ly this agency, is rel daod to techriological tranzactions

for the purchase of machinery from the int~rr..tjonsl market (supply contracts).

This experience and possibly the scope of responsibility of thig
agency would have to be enlarged so as to cover the evaluation and approval
of intermational licensing agreements of variocus k'nds; including those

which presently do not call for a specific revision.
This may include licensing agreements where the main object relates to:

(i) wuse or exploitation of trademarks;
(i1) use or exploitation of patents;

(iii) technical information in form of plans, diagrams, models,
operating manuals, formulas, specifications and training of
personnel ;

(iv) the supply of basic or detailed engineering; and
(v) managerial and/or administrative assistance.

It is to be noted that an international licence agreement through
which a foreign licensor assigns, sells or leases to a licensee the right
to use certain industrial property rights a.nd/or technical expertise
(know-how) should also incorporate other elements for the fulfilment of




specific regquirements of the recipiont farm; thus, 1 technology licenes
agreement would generally irnclude ceoncmio, techniedl and business

consideriations, ac well s legal eloment,

For the ourcose of clarificatior cortrin fefinition< concerning the
scope of internations]l licercines wrecmerts are rresented in Annex ]

of thiu reyort.

In order to introduc 1 svotomatic mnd co~ordinated etfort far the
selectior of techrnlogy, *io work of gove rnmert sgencies = WFD in
particul ;v — would have to Yo ro=entoreod and re—oriented toward the
evaluatior of slternative technolosice., The identifi~ation of intermation:]
sources of supply for technolomy rtuire. o supnort of inform-tion
facilities to maint.in ‘o ur—t:=date reocrvoir of foohriecal data on

avallable processes or products which re of sarticul.r interect to industry.

Government institutions chould alan have to asscist the rroductive
units in the country in improvins their capakilitice for evaluating and
negotiatirg various contractwal srovisions. It should be emrhasized, that
adequate co-ordination amor,r responsibie institutions working in this area
is essential in order that solutions which are both, technicaily and
economicaliy sound, can be achieved. It this context, the up=-graiing of
technical skills through adequate training programmes at the planning and

implementation stages of projects is of particular importance.

2., Improvement of negotiating skills

The mission was abtle to ascertzin that at present there are no
explicit policies for the regulation of technological transactions in

an effective and co-ordinated manner.

From the experience of other developing countries, in particular
Brazil and Mexico, it was found that the absence of specific policies
and institutions to deal with the screening and aporoval of foreign
licensing proposals; generally results in undesirable contractual

arrangements, due to the week bargaining position of recipient enterprises

in these countries. Furthermore, without the proper government guidance, many




technolofical improvements and services are contracted for, without

due consideration to the industrial prioriti~s of the countrv,

Drawing further from the experience of these countries, it is
recognized that local enterprises both, public and nrivate, have a
central role and responsibility not only for the imr'ementation of
specific projects, but also in the decision making process to fcrmalize

licensing arrangements.
¢

In this context, the mission wishes to recommend the need to develop
guidelines for acceptance of technological transactions with foreign
enterprises and the need for the government to nrovide guidance and
institutional support to imrrove the negotiating skill of recipient

companies.
These skiils could be enhanced on the basis of:

(i) a higher degree of knowledge (information) concerning alternative

sources of supply;

{i1) a better definition of the technical requirements to be satisfieds

and
(iii) the degree of direct government support in this area.

As already mentioned, the regulatory functions would have to be
complemented by promotional efforts to adequately encourage the import
of foreign technology in priority sectors of the economy. It should be
noted that the introduction and the successful implementation of a regulatory
policy in the field of technology transfer would require the highest
governmental support at the political and institutional level.

- Adaptat 1 () 0

In order to improve local skills and capabilities in Kgypt, certain
initiatives from the part of the govermment should be taken to support
this effort.




The crataal e orvotoor of woorted o onnology would e e the
introducticr of chir ot wttitide by 1ol enterprises, o oorder to
prevert the repetitive curchaoe 7 foreom technologles wrd cerveces and
to encourape i well thie it roduction of technieal modifiastions
{adapt «tiore) which wonld riake the techin Yoy more suitable ta fulfal
srecific local eonditions.,

It should be ex: -oted, that fur the - roper iumplementiatin of
policies 1n this area 1t will be requires to basically modify certair
technical and administrative procedures anin to provide institutional support

to industry in various areas includings

industri:l traoarningg
industrizl nformation;
fiscal crnsiderationsg

local R+w wind ongineering act i sities.

The definition ard use of methodolosies for separating the various elements
that form a technological package will be fundamental for the development and
absorption capacities, since this effort will lead to a better identification
of the components of technical knowledge and to better understand or

ascertain the degree »f complexity of these varioue components.

The orientation that should be giver. to the gradual development of

local capabilities, should have to be closely associated with the requirements
of the productive units in Egypt and should have as a main objective the
development of technical knowledge to be used in productive processes and

the capability for autonomous decision making in this field of activity.

Taese efforts should involve development work on existing technologies;
reverse engineering and other activities which could generatie or enhance the

techrical capabilities in priority sectors.
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4. Criteria for «viluation of technolopical agreement s

Appreciating the sigmificance of the 1ow open-door policy of Egypt,
the mission wishes to submit for the consideration of the government ,
broad guidelinet for the acceptance or denial of internationai licensing
proposals, as wrll ur some recommendations concerning the methodology
that may be introduced for this purpose; ard te highlight some of the
aspects that require attention from the part of the government agency

dealing wiih these natters.

Furthermore the mission recommends the need to undertake additional
work in this field, rreferably coupled by cxpert assistance from UNIIX

to asgist in the defirition of methodologies and criteria for evaluation.,

These are preliminary recommendations arnd by their own nature not

exhaustive,

- The work of a responsible body within the government in the area
of scrutiny and appraisal of technology agreements calls for a
multidisciplinary approach and shculd be provided in an integrated manner.

- The degree of authority to be invested in the government agenqy will
have to be prcperly defined, and foreign proposals would have to be
submitted to a detailed legal, economic, financial and technical scrutiny.

- The purpose of this evaluation is not only to ascertain that contracts
oomply with all related legal provigions existing in the country, but also
to critioally evaluate, if the technology or servicec as well as the ,
obligations and responsibilities to the parties, are acceptable both, to
the recipient enterprise and to the Eorptian economy.

In this context, the mission had the opportunity of reviewing Law. No. 4}
"ooncermning Areb and foreign osapital investment and free sones™] and it was
found to be an important instrument for the Tegulation and promotion of
foreign investment into Rgypt. Among the main features of this Law that
would have an effect ooncermning the flow of technology into Rgypt the
following are mentioned:




- The Law provides for explicit protection to the foreign investor against

non-commercial risks, as well ar incentives.

- The lLaw insures the re—exportatioun of invested capital within a reasonable
period of time; and allows for repatriation of profits and for the

settlement of disputes through arbitration.

- The lLaw specifically calle for tax exemption for reasonable periods

of time and provides flexibility for foreign currency transactions.

- The degree of foreign participation allowed for specific sectors

is explicit and is to be considered an important element of this Law.

In addition to law No. 43, a number of juridical and administrative
provisions existing in the country require special attention, i.e. industrial

property legislation, and fiscal and tariff policies, etc.

An important aspect that requires furthcer consideration from the part
of the government will be to explicitly define the conditions under which
technology transfer arrangements into Egypt can be concluded.

Although omrtiin considerations pertaining to technology transfer
arrangements are incorporated in lLaw No. 43, it would be advisable to define
the procedures to be followed for obtaining the acoeptance of theseagreements.
This relates, to the manner in which licensing contracts should be presented,
and the type of additional information required for its analysis and spprovalj

screening procedures; recourse of administrative appeal; fees, etc., etc.
In line with the above, two important requirements were identified:

1.  M™at all agreements involving the transfer of technical know-howj

servioces and other kinds of intellectual property (involving foreign equity
participation or not) would be reviewed by a competent body within the Ministry
of Industry}

[ 4
2. That specific guidelines for intermal use Y should be developed.

.
-/ At a later date a summary of these guidelines oould be made pubdlie.




Some of the basic elements to be incorporated in these guidelines

are described below:

- Foreign licensing arrangements should include a provision whereby

the recipient enterprise or the Government of FEgypt could acquire

explicit rights to the use and exploitation of the technology licensed,

and the period of these rights should be clearly specified in the agreement .

- "Prior disclosure" of technology from potential licensor to licensee
should be encouraged so that the government agency and the recipient
enterprise could judge upon the suitability of the know-how and ascertain
the type of improvements and services required for the implementation of
a specific project.

- In order to properly evaluate foreign proposals, the agreement should
clearly define the main features of the proceas or product to be licensed.

- In oases, where the licensee is mainly acquiring the right to practice
& process, the tem know-how should be clearly expressed and defined in
the agreement. in this oconnection, the concept of "technical information"
and/or "technioal servioces” should only be treated as ocomplement to the
know-how. Similar considerations concerning a more explicit definition of
the "fisld of use" will be important.

- The remuneration for the various elements of a contract is to be related
to the most essential component of the licensing agreement in order to
properly ascertain the value of liocensor's ocontribut ion.

- Whenever varicus elements are involved in a technology agreement,

sach one should be evalusted separately and the ocorrespording remuneretion
deterained, not only to ascertain the relative value of each,but alsc te
provide the dasis for determining the licensor's responeidility comcemming
performamos in any of these slements.

- In projects of special importance, the ooncept of net present value
should we introdwced as a tool for valwting the remwmeration, tegether
with other eommemic and technical oonsiderations.




- 14 -

- Where the maiy, element of an agreement relates to an industrial
process, licensor should provide process performance guaranties and/or

warrantiers, as applicable, irn order to critically identify its adequacy.

- Process guaranties should be covered by licensor's financial responsibility

and hic liability would have to be in close relation to the value of know-=how.

- Where process guaranties or warranties are negotiated, provisions
should be made for licensor's discharge of liallity by introducing certain

provisions for process correction. If the option to pay liquidated damages
ie available, there should be a provision for licensee to exercise this right

in an independent manner.

- Or & selective basis a "most favoured licensee clause'" eshould be
incorporated in agreements relating to new technologies, to ocompensate
licen=ee ir the ~vent that in future ,Jicenscr licenses his know-how to

a third party in another country on a more favourable basis.

- To ensure a dynamic flow of information between licensor and licensee
during the life of the agreement. Thie should provide for lioensee's

access to licensor's plants and related R+D facilities.

- Obtain that licensor informe licensee on "improvemente of technology”
and ensure that licensee has the option to use such improvements commercially,

including those, that are not commercially practised Wy 1icensor.

- To define the know-how licensed; as the kmow=how in use or in position
by licensor during the life of the agreement in order to prevent arbitrary

separation of know-how from process improvements.

Concerning paid-up licences, it would be in the interest of the recipient
company in KEgypt to extend the duration period of the agreesent to the maximuwm
possible, as licensor's new technical information couM be aoquired without

further compensation.
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The considerations outlined above, are only descriptive and are
presentad to highlight some areas of concern from the part of the
government. These provisions could assist in attaining some of the

following results:

- that there is a continuous and efficient transfer of know-how frow

a foreign licensor to a licensee in Egypt;

- that the recipient company acquires the technology with adequate
knowledge of all the critical and competitive aspects, so that it can

waster its operation;

- that a clear definition of "know-how", "technioal information", etc.

is incorporated in contracts;

- that remuneration to the foreign lioensor is determined in relation
to the main elements that form the licersing transactions (i.e. know-how,

patents, etc.);

- that the remuneration and other forme of oompensation bear a close
relationship to the technology or servicee acquired, and is kept in line
with international norms in specific sectors;

- that the recipient company in Egypt is adequately oriented ooncerning
the technical performance of processes through the introduction of explioit
process guarsnties nd/or warranties;

- that the agreement clearly specifies the responsidbilities of the
foreign liocensor and the recipient company, in achieving performance of
the technology;

- that the recipient company in Bgypt will be abdle to effectively operate
in the merket-place Yy negotiating all techmology aspeots related thereto}

- that & dynamic flow of information om technological improvements is
seoured}

- that the abesorption of the technology oocurs within a reascmable period
of time;

- that the recipient company in Rgypt will be in a pesition to officiently
operate the plamt after the agreement ends.
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Note: As an integral part of thic report, 1t is incorporated the basic

criterin for approval of techrology transfer agreements in Brazil and Mexico,

together with other pertirent information renerated within IWIDO. However,
in order to appreciate the relevance of some of the above outlined

provisions, the following backeround information 18 ~lso provided:

Although a contract iz a legal document thit gover.- the relation
between the parties, and their rights and obligations, it is essential
that the main elements are clearly defined. 3Some of these righte or
grants are tangible elements, such ae the technical information to be
supplied, and some others are int.ngible , s'ch as the right to sub=1icenne

the acquired know-how.

More often than not, compensation for the know-how is consolidated
in a global sum of money. The government should be interested in a
description of the main elements of the transfer, particularly in a
contract, where the local enterprise is acquiring the right to practise

a process.

The significance of separating the main elements of the contract
is to explicitly define the responsibilities and liabilities of the

foreign supplier.

For instance, if the licence covers know-how and consultancy services
and compensation is only related to this service, and if the know-how
appears to be inadequate, the licensor can claim no financial liability,
since his income is only related to consultancy services, whioh he may be
effectively rendering. In summary what is needed is to avoid a dilution

of the foreign supplier's contractual responsibility.

In the experience of countries like Brazil and Mexico, it was found

useful to foocus attention on the concept of know-how instead of "tsohnical

information", mainly bscause the foreign supplier could disclaim responsidility
by simply providing sufficient information, but not the knowledge for the
use of said techniocal information. In this context, the term "technical
inforsat ion" should be considered us one of the supporting elements of
the know-how.
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In conncction with "prior disclosure" of informa.ion what is
necessary is not a statement from the part of the foreign firm on the
hiture of confidential duata, but rather a definition of the main
tochnical fetures and the process key elements (i.e. vacuum fractionation
of reactor mixture to yield a 99.5 purity nroduct). This detailed
definitior. would help in determining the uniqueness of the foreign
supplier®s contribution and to 1dentify as well the key areas of

licensor's know=how.,

Furthermore, a process description through a prior diclosure agreement
will enable to assess the complex areas of the project and to determine
a; well the capabilities of the recipient company to comply with the
verious technical requiremerts.

For the implementation of projects involving high levels of investment
it would be advisable to negotiate for a prior disclosure agreement. It
should be noted that this type of an agreement normally calls for an initial
fee to be credited augainst future royalties, in the event that the
contract is accepted. On the other hand, if on the basis of technical
and economic evaluation, derived from prior disclosure of information, the
decision of the government or the local enterprige is not to go ahead
with the project, then this initial fee would have to be write~off as
& loss. Additionally, the analysis of sophisticated technological data
calle for high skill and capabilities for evaluation, requiring specialized
assistance from technical units in the country.

In this context, the mission wishes to recommend that the analysis
of prior disclosure agreeoments shouid be selectively encouraged, and the
participation of the Mgineering, Design and Developmerit Centre to assist
in the analysis and evaluation stage should be oconsidered.

This could apply to projects where there is a large investment in plant
and equipment, or when the novelty of the process and its adaptation to loeal
conditions requires further technologioal evaluation.




1(?

Furthermore, if the government regulatory agency wishes to nssociate
itself with specialized units in the country, it should ensaure that
foreign proposals provide access of these units to the information and
technological data involved. If this aspect is not incorporated in the
agreement, these units will be contractually prevented from having access

to the information.

9.  Remuneration ond payment for technology

An important clement in the evaluation and negotiation of foreign
technolosical proposals is the payment for technology. This quaestion is
primarily dependent on the ta2chnical know-how or services to be acquired
and the criteria for its analysis will have to be developed over a certain

period of time.

Nevertheless, because this is an issue of particular importance for the
future work, various considerations are presented, in order to highlight

certain features and possibl~ requirements at the government level.

It should be recognized that the evaluation of the cost of technology
or services is a rather complex exercise; however, one of the central res-
ponsibilities of the government agency would be to develop the necessary
skille to judge the direct cost of licensing transactions and its effect
upon the national economy. Drawing upon the experience of Brazil and Nexioo
in this area, two Lasic considerations emerged:

(1) Prom the point of view of the recipient company, the adequaqy of
compensation is normally determined on the basis of a cost-benefit analysis

at the enterprise level.

(i1) Prom the point of view of the economy, additional to the
cost-benefit oriteria at the level of the entemprise, it is important to juwige
upon the cost of the techmology in relation to its valwe-adding potemtial,
i.e. in up-greding looal ocapabilities; employment of labeur, foreign
exchange and fisoal oonsiderations, etc.
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This question becomes more complicated in view of the fact, that in
most of new ventures, the analyses of "cost" and "profit" are gpeculative
and involve assessment of risk, Complicating this matter still further is
that the remuneration can be covered through differeant modalities, such
48 running royalties; and initial know=how fee; a paid-up licence fee;

or a combination of these, etc,, etc.

Ify for instance, we analyze the effect of continuing or running
royalties during the life of an agreement, we would have to note that this
will be affected by the type or base that is used for its computation
(such as net sales value, volume of production, plant capacity, feestock

volumes, profitability, etc., etc.).

Note: For further study of these problems, the report is accompanied by
a specialized document - UNIDO/ISID. 23.

Needless to say, a great deal of experience can be accumulated by
establishing a government agency, or a system for revision and negotiation

of foreign proposals at the government level.

In this context, the mission wishes to recommend that intemational
organizations, and UNIDO in particular, could assist the Government of Ggypt
in acquiring the necessary skills in this area and to make available to them
the experience achieved by other developing countries ir this field.

At a matter of illustration the following examples concermning the
analysis of remuneration for technology as practised in Mexico are given:

See Annex IQ/HO.178/7: page 13 - 24). Among the basic criteria for evaluating
the adequacy of royalties in a lioensing agreement is to consider the royalties
as the licensor's share of the recipient company's profits.

Basic elements to be oconsidered!

- Net Sales Value $et000se000000e0000 000 0000000000000 (.)
LiC.n.‘." Pmrit on Sales ®es000ees 00 ser 0000000000 (‘)

= Lic’n...'. meit '."....."...‘......."".'..... (.)
= Licensor's Profit R R R I A AR PP (.) k

R
S
Y -
P
X
Z = Licensor's Share of Licensee's Profit cesesiesnsees (%)
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P . i x S

10 Y = S X 100' P = 100
RxS | X

2, X = 700 R = g x 100

w
[ 3]

]
o] =]
o
]

]

On the basis of' the above the following example is given:
Baeic data: a foreign proposal is given as followss

1. The licence under consideration will enable liocensee to reach yearly
Bales of US‘ 750,0(”--0

2. Licensor estimates that in the manufacture of this product licensee

can generate a 15/ profit on sales.
3. Licensor requests a royalty fee of 5% on the net sales valuc.
Calculation

5]

L

‘ 750,0&--
15 <
R = 5 ¢

it

The first important consideration is to determine what is the amount
of the recipient company's profits in USS.

P = X.’.&s. - lﬁ.%mlmﬁ. 112,500~

P = US$ 112,500~

BERXZ T HE

Secondly to determine the amount of licensort's profit.

x - RS . LEJRARe . 00

X = g 31ad%0uc
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Thirdly to determine what is licensor's share of licensee's profits

R - . g
VA - Y x 100 = 15 x 100 33'3 e

2 - 33

Bralugtion

Asswming that the manufacture of the products in question do not
derive from a highly sophisticated technology and considering that the
know-how involved can be practically assimilated within a relatively
short period of time - one to two Years = the government agency could
decide that the licensor's share of the licensee's profit should
not exoeed 20 9.

Accordingly, the correspondent royalty should be determined:
- lxz 15_%6&
R 100 i

Ro- LR

T™e effect of reducing the royalty rate from 5 - 3 4 will be
the following:

Licensor's profit iss

v - B - aappeee

X = US§ 22,300.- (a direot reduction of US$ 15,000.~ per year).

Aooordingly the licenses's profit on sales ies

’ - 112.5&.‘ + 15.@-- = 127.5&.-! thlll
T o« £ a100 . 282= ;100

LA §

’ L




At norewult of this, we find that licensor’s approximate share

of licensee?s profite will bes

100

The final outcome of the goverum-~i's intervertion ie as follows:

Condition: ipproved Changes by Tear
Forei;m Proposal by the Government (+ or =)

UST  790,000.- 750,000~ no

127,500.=

.

i7.0

’

An important element from the part of the governmeni and the
recipieni company is to consider that the "totel amount of royalty
involved" will be uffected by the duratior period of the agrecement.
Therefore, it is of special importance to establish approximate guidelines
for evaluation in which, the permissible duration period is defined for
various sectors of industry. The most common period in which royalty payments
are called for is between 5 - 10 yecars. The latter referring to processes

of a more sophisticated nature.




Other considerations pertaining to royalties are given below:

Frequently foreign proposals establish royalties on the basis of
. product-units, thus:

licensor's profit . licensee's profit
licensee's profit product-unit

Royalty on product =

It is expected that the foreign licensor would determine what

would be the royalty fee on sales and on this basis the corresponding
amount is allocated to product-unit royalty.

The evaluation of these cases should follow the same criteria and
methodology outlined above. Although a very detailed description of the
various methodologies to deal with various payment modalities could
not practically be incorporated in this report, the mission wishes
to recommend that in large projeots it would be required to incorporate
the criteria of evaluation on the basis of net present value (NPV) for

conversion of continuing royalty payments into paid-up royalties and
vice-versa.

In this oontext the following example is given:

NPV is essentially from the compound interest formula:
R = R (14 )

° 100
where,

= royalty payment made in n-th year

= NPV of future royalty payasnt

=  Adisocount rate

= year from "sero~year"” on which pagment is reoceived

-

R
R
°
r
n
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For example, if the following is the sales forecast and royalty

payment liability in a 6~year contract at 3 . royalty on sales:

1913 1918 i 18 219 ek

Sales value

(1000 8) 100 150 200 250 250 250
Royalty

payments (R)

(1000 §) 3.0 4.5 6.0 7.5 7.5 1.5

The 1975 NPV for each payment at a 10 { (r = 10) discount factor isi

1975 16 i 18 Ul 1R

NPV ('0008) 3.0 3.72 4.5 5.1 4.15 4.3%
The "paid-up" assessment of royalty, in terms of 1975 valus, is thus

$ 25,320.- against the undiscounted payment of $ 36,000.-.

The NPV assessment method can be used to reverse the process,

thus obtaining the term—royalty equivalent of a fixed-fec.

The applicable formula would be:

R = kr (1+ k)
100
where R = undiscounted total royalty payment ver duration of contract =
= S.t.
Ro = paid-up fee, fixed fee, etc.
K = discounting rate, (10 if rate is 10%)
n = term of agreement, years
R = 8S.t. where,

s = aggregate sales value over contract period of 3 years

t = gyerage royalty rate (to be determined)
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Thus, if $ 25,320.- were the fixed fee on a 6-year contract where
aggregate sales value is $ 1,200,000.- and K = 107 (discount factor), the
formula would be re-expressed ky |

(1,200,000.-) (t) = 25,320-(1 + T& )6. in which case

' = 3737 =  average royalty rate

It is important to note that in the reversing process "$" does not
equal 3 (of the first example) because "t" here is an average royalty
rate and assumes that royalty income will be (or is) the 28B8 in every
Yoar of the contract, i.e. a plant operated to capacity, common in the
prooess industries.

The NPV value of a iicense fee can then be gauged against licensee
investment, licensee's sales over duration of agresment, etc. as is
ourrently being done with undiscounted royalties.

In this chapter an attempt was made to describe in certain detail
the criteria or methcdologies as applied in Mexico concerning the e .luation
of technology agreements ir priority areas. It should be emphasized however,
that there are many other considerations that a government agency should be
concerned with, such as the elimination of restrictive business practices
which could have negative implications in the country's economy and the
improvements of national technological capabilities which constitute a
pre-ocondition for gredually sttaining a stronger technological basis.

The various annexes inoorporeted in the report will provide additional
guidance as to how other issues are dealt with by other developing countries.
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KSCOMM N DAT 10N FOl TOSSIBLY aCTI0N I TH: FIELD OF TZCHNOLOGY TRANJFIR
Av =lready discussed in the ;receding chapters, the protlemas

that char weterize the formulation and implementation of policies in the
field of techrulogy are of an irterdirciplinary nature and would have

to te anslysed wid resolved in a comprehensive manner.,

In essence, the activities covered by the concept of "technology policy*
have is their main objective the acquisition of technology to be used in
productive areas, =g well as the development of a national capacity for

autonomous decision makirg in matters of technology.

Aithin this framework, the¢ mission wishes to recommend for oonsideration

of the Government of Egypt, the following:

I. - The need to establish a technology policy in the country

This policy would require 2 20lid rational base and would have to

be subordinated to economie and sccial objectives. Furthermore, this
nolicy would have to be consistent with other policies for developmen

and it should he designed in such a manner that they support each other.

More specifically,there is a need to incorporate the "dynamica of
technology" within the country's existing industrial policy and to define
and implement this policy on the basis of the following premises:

1. To ascertain the level of development at the sector Wy sector lewel; its

dimension and perspectives in relation tos

(i) available production factors - inputs, outputss
(i1) scale of production;
(111) market and technological possibilities;

(iv) economic and financial resources;

(v) price structure and costs.
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<. To analyse existing technological dlternatives and the enlargement
of these alternatives through:

- e (1) the improvement of information facilitims;'

(ii) the wstablishment of programmes for the selective importatior:
and adaptation of foreign technology;

(ii1) the creation of posaibilities to gradually improve loca] research
and development efforts;

(iv) the improvement of local engineering and consultancy capabilities;

(v) the definition of adequate training programmes in the areas

of selection, negotiation and adaptation of foreign technologies.

3. The establishment of Wm for the regulation and promotion

of foreign technological and licensing transactions through:

(1) the proper co-ordination of legislative and administrative procedures
in the fields of industry; technology tranafer; foreign inveatment ;
industrial property and fiscal policy;

(ii) the definition of government criteria and guidelines for the
selection, evaluation and approval of foreign technological
proposals;

(iii) the identification of government policies and procedures in thim
field at the intemational level, through active participation of
Egrptian officials in international foruus, including those
organized by non-govermmental organizations, the International
Licensing Txecutive Scciety; and selectec business entcrriges
in the industrialised countries;

(iv) the establishment of direct communication and co-operaticn among
other developing countries, where such an institutiona! framework
exists;

(v) closer association with the productive units in the courtry;
opecialised teshniocal otres; wniversities and govermnent agencies
having responsivilities in these Batters,




IT. = Iuternatione] assistuadce

.. order to orocerly fulfil the outlined objectives in the fields of
technelogy transfer, adaptiation and development; the mission wishes to
crovoue for consideration of the Sgyptian authorities, the need to draw
a-ob technical assivtance support from international organizations and

U'IX in narticular.

Av o matter of reference, two technical ipsietance projects are

suzreat el

2) = 41 roject oriented to meet the short-term and moot immediste
) J
requirenents of gypty for the regulation and sromotion of foreign

technology inte gypt.

(1) = = large cal -rajoet oriented to inprove and cirengthen the institutional
infrastructare w0 the covernment's decivior making mechinery for
Trwv v we comiroinating the ovorsll national effort for the

creatineg w o trw afer of krnow=how and technology.

Jote: 7 technical ussistance -roject similar to (A), wus successfully
implemented by UNIDO ir ilexico, and this assistance was proven to
be very beneficial for im-lementing the policies of Mexico in
this field.

A

1] igt: e R tion

1. d j CR

Foreigr: technology will continue 1o be an sssential element in the
industrial development of the country.

Foreign technology, however, very often involves an wireasonable
high price, not only in terms of direct payment of royalties, but also
as a result of ocontractual provisions that recipient companies are foroed

to acoept in order to fulfil specific technioal requirements .




Many suppliers of teohnological knowledge ~ including patents,
trademarks, managerial skills and trade secretes, etc. - have managed
to unduly use their knowledge as a lever to impose obliéations, restrictions
and oontrols over production in the recipient country,

In absence of a specific policy in the field of teohnology transfer
it is considered important to introduce norms that could regulate and
orient technological transactions with foreign enterpriges,

2. Qbjegtives of the project

A ocentral objeotive of this projeot is to improve the conditions
under whioch technology ie imported into the country through the creation or
strengthening of specialized government agencies, i.e. Nationa] Registry for
Technology Transfer.

To meet this objective there is a need to establish a co-ordinated
system for the registration, evaluation and approval of foreign technological
proposals. In this context the project aims at assisting government
institutions in the above mentioned matters; through adequate training
programmes and expert advice in the following areas:

The expert will assist in the implementation of a regulatory poliqy
on tealmology transfer, through definition of guidelines for internal
use oonoerning the evaluation and approval of technological proposals.
Purthernore, he will assist in co-ordinating the various functions of
the national registry, partioularly oconoerning the classificatién and
evaluation of oontrects. The expert would have to have broad sxperience in
the work of & government agenqy oconceming these matters in a developing cowntry.
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Ze Bxpert on cconomic :nd financial cvi.luation of contricts (12 m/m)

This expert will assist in defining appropriate methodologies for
the economic and financial evaluation of technology contracts. The
expert would have to be qualified in tre field of technology contracts

and in the cvaluation of markets and intornational sources of supply.

3. axpert on logal evaluation of licensing apgreements fbml’ml

The expert will assist in providing guidelines for the evaluation of

contracts from the lagal point of view with particular attention to
internationul law, commerce law, anti-irust consideratiors and arbitration
procedures., This expert should have broud cxperience in the field of
international licensing and would be closely associated with legial personnel

in the national registry office.

4. Ixperts on evaluation of foreiai proposials (24 5:‘2)-

These oxperts will assist in the technical evaluation of foreign
proposals and should develop guidelines for the evaluation of contracts in
gpecific sectors of industry. They should provide rccommendations on the
type of technical support nceded from other governmment institutions and
research centres on industry for the proper evaluation of technology contracts.
They smhould assist government officialu in establishing methodologies for
screening technical contracts in various sectors. They should provide
recommendations concerning contractual provisions to enable local cnterprises
to better exploit the technology and to cnable them to initiate development

work, if appropriate.

These experts should provide pencral guidelines in improving the
technological infrastructure in selected sectors through the use of local

consultancy and engincering services in specific projects.

They should assist the local enterprise in securing "prior disclosure®

of technology for a more adequate selection among alternative sources at
the international level.
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Seanltate (18 a/m)

Ooneustancy advioce will be provided to meet specific requirements of
the 'th office, wuoh as assistance in specialized fields of industry,
i.0. pharmaceuticals, petrochemioals, etc. These experts will also assint
in deweloping strategies for the regulatory office of technology transfer,
to beoome more active in the promotion of loecal adaptation and creation
of teahnologies.

Esllowshins (36 a/m)

The fellowship programme in this project will rely on the experience
of other developing countries and will be directed to strengthening the

capabilities of the government office in specific areas of technical and
economic nature,




ise

Large scale 'rogect for Technology Transfey, Adaptation ¥ d mxﬂgmmg'

1. Obgective u

1. Long rang: vbjectives

The project 1s directed for establishing a national system for
technology tran:for, adaptation and development in “gypt,ly strengthening
thie nstitutiog:d 1 frastructure and the Jecision making machinery for

rlaing and co~oriirating the overall national effort in these areas.

2. Immediate obLjectives

The immediate objectives are as follows:

(a) Tc jrepare a comprehensive industrial technology volicy with a
view to improve thre regulation and acquisition of foreign technology;
with due consideration to available local resources, including technical
talents; capital cquipment; design and construction skillsj balance

of payment constraints and the socio-economic objectives,

(v) To assist in strengthening project evaluation capabilities from the

technical and economic point of view.

(e) To assist in improving the negotiating skills in the technology
transfer process, both at institutional as well as the enterprise

level,

(d) To create or strengthen the institutional framework to identify short
and long term technological requirements and to encourage loocal applied

research and development activities in these areas.

(o) To create or strengthening the institutional framework for the proper
regulation and aoquisition of foreign teochnology.

(r) To provide policy guidance and implementatlion mechanimms for greater

use of local research and Jevelopment.

(g) To develop a plan for use of local engineering and consultant ocapabilitie
in the process of technology transfer.
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The project managcr will be responsible over a period of four years
of co-ordinating the work of the industrial technology team and assisting
the government in the formulation and implementation of the overall industrial
technology policy. This would include, co=ordinating the work of the advisera
in relation to the institutional requirements; project evaluation; mechanisms
to improve local rersearch and development and its effective use; and to provide

as well such guidance as necessary, at the enterprise level,

S+ Lo ili D activitje

This expert over a period of one year would assist the government in the
formulation and implementation of policies to promote and stimulate applied
research and development and its effective utiligation; fncluding legislative
procedures to adequately sncourage and orient these activities.,

WM

Por over a period of one Year, this expert will aseist in evolving
prooedures either legal or administrative for promoting and regulating the
acquisition f foreign technology as well as the definition of guidelines
and oriteria for the implementation of these procedures.

4. Dmert in tretning

Over a period of two Yyoars, this expert would be responsible for
organising the training prograsme incorporated within the project. These
activities would include selecting the participants both at a govermmeant
and entarprise level and the cownterpart training organisetion overseas
(faetory, government agencies, intematiomal organisations). The objective
will be te orgunize amd oo~ordinate appropriate training programmes related
o selectiun, evaluation and adaptation of foreign techmelogy.
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L xpert iu consulting engincering

For over a period of two years this expert will aseist in the
develoomeni of local consulting engincering capabilities and in their
effective utilization ir the techrology transfer process. This activity

will be closely related to priority sectors of induetry.

L. Specialized expert assistance

Two experts will he responsible for over a period of one year for the
identification of ficlds in which technological activities and local R+D
efforts vhould b orirrted ~ncd tn nrovide recommendations for strongthening
existing recearch fcilities in key industrial sectors. At the same time
the experts would be responsible for acquiring through the equipment
comronent within the nroject research facilitiee from overseas to r~stablish

and naintain new research facilities which may be required,

L Zxpert in governmental industrinl techriological institutions

This expert over u period of one year would be responsible for

recommendation on governmment infrastructurc to implement the industrial
technology policy. Thic would require the establishment within the government
of an industrial technology office charged with regulating the inflow of
foreign techriology and promoting local technological efforts.

In addition eight industrial specialists in key industrial sectors
would offer advice at an enterprise level. The experts would be divided into
four teams, each team allocated to a specific industrial sector. The teams

would be made up of two experts:

(a) an_industrial technology expert

This oexpert over a period of one year would offer advioe to industries
on the availability and appropriatenens of overseas technologies Yearing in
mind the conditions prevailing within the country and the cost factor
related to specific technologies. In the main the expert would operate

through visiting local industrial conocerns and offering on-the-spot advioe
on upgrading (through local research or imported technology) the productive
capacity of these concerms;
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(b) inductriul a ecialist (negotiations ang contracts)

The cxpert over a period of onn year will offer advice to individual
entreprencurs on the contractual arrangement s prevailing within the
specific industrinl sector under consideration, Ijig work will be aimed at
upgrading the skills of the entreprencur in seleecting and negotiating overseag
technology,

3. Traininﬁ- component

An ullocation of U33 100,000 will be made within the programme for

fellowships, These fellowships will be divided into two areas:

(a) Training techniciang and engineers from Feyot in industrial concerns
oversecas. The aim of thig element of the programme will rot only be to upgrade
their technological knowledge but to offer an insight into the effectivenesg
of the various available technologies.

(v) Training fellowships will a1go be offered to governmental officialg
through which they can examine technologicul policies in oseration overseas
together with the appropriate infrastructure, It is also anticipated that
in this component fellows will be enabled to study the technological oclicies
iﬁtroduced ty other developing countries, notably India, Mexico angd Brazil
including their regulatory and promotional policy legislation.

4. 2quipnent onent

In fomulating this project proposal a phased work plan has not been
included as this would depend, to a large extent, on the conditiong of
specific requirements of the country,
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DEFINITONS

A. Patent licence

te For a specific process equipment or for the manufacture f
prodqucts. This could include o specific tyne of equipment whose cosentiy)
eleisnt 1o patented; or it could also be the refinement of pracess

which mukes an exlsting product more salable.

<« For a specific process or method of manufacture such as 1 metal
finishing process to achieve a more functional surface Quality; or it ..ould
also 1nclude a method of o more economical way to obtain a certain syntletin

material.

3+ For the combination of (1) and (2) which usually res.lts in

obtaining a4 more complete and marketable product.

E. Know-how aKreements

'. These agreements would usually cover a specific informatior or

formulas, processes and industrial techniques. Thig type of proprietary know-how
could range from a secretly held chemical formula to a special manufacturing

technique that has been developed by the licensor.

2. It could also be used in connection wi'np licences covering patent
rights. This type of agreement 1s sometimes referred to as "licence" contract.,
which can aleo cover a licence and/or engineering fee (know-how fee), a process
royalty (normally payable on continuing bases) and the terms and conditionsg

related to thece items.

C. Technical assistance agreement s

1. These agreements could include the continuing supply (during
the life of the agreement) of scientific assistance to the licensee; technical

services as well as training and management assistance.

2. These agreements are usually embodied in licences which involve

the transfer of know=how .,




Ve Trademarh licences

These cover certain remetere:d and well known proprietary indentification
and can te entered ante with or withouwt patent licences and know-how
arreements, Tnis tyope of licences can aiso be handled in documents separate

from theo. covering piatents and know—how,

Licence

Tric 1o an aerecment under which all rights (except legal title) are

transferred to one licensee for a given territory to manufacture, use

/
and,/or sell a preoduct.

F. Sub-licences

Is the right acquired by a licensee to grant such a licence to a

third party.

The right to sub-license a given technology acquired from abroad
could be beneficial to the present and future activities of enterprises
1. Zynt, because 1t would enable them to establish similar industrial
activities in the country, once this technology has been successfully

implemented and proven to be a successful business venture.
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