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sumar 

The present report contains the analysis of current praxis of 

approvai procedures being in force in Turkey,  concerning foreign 

proposals related to various technology arrangements« 

Moreover,  «iaoion finding« and commenta on the actual situation 

in Turkey la this respect are also included in the report. 

The two last chapters of the report oonr areas of potential 

concern of the  lurkich Government in the field of regulation of 

transactions related to technology transfer a« well as mission 

reoooraendat iena. 

Attached to the report are strerai annexes who form the integral 

part of the report« 

Th« recommendations of the report ars basad en extensive 

discussions with Government official« met during the mission and 

draw on the experience of other developing countries   who encountered 

provisos siailar to Turkey in the area of regulation and promotion of 

technology transfer* 
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IWTHOraiCTIOII 

The   ì .veriiB-r.t   of Turkey requested the United nations   Industrial 

Development   Or*ar.ization (.TÍIDO) to «end «a «plorato«? ai««Ion to 

review the  existía* institutional  sand legislative machinery «ealing 
with ter .-¡no logy transfer. 

Durine it« »W in Turkey th« alssion, waled «u carried ont by 
ft*.  H.A. Janiszowaki, UNIDO staff meaber (II3/I5TD), has mmX aad 

•iacU'SBeJ  .. th representatives of th« Ministry of  Industry and 

Techr. :.&,   the Miais'.ry of Flmnc«, the Ministry of Coaaarce, tae 

State Piar.: u j Ogam ration  (SPO)  and th« Stat« Investment 

unfortunately,   i e to the limited period of tia« th« art estoa 

«M not abl« to conduct consultât ions with représentât ivea of Stat« 

fconoiir *ùnterprte«a (public induatrial sect or) and privat«  Industrial. 

The  rreff-nt   report   including the annexes reflects th« Baia dec i «ion« 

aad opinion« drawn from consultât ions with counterparts aad takes 

Into account  views and suçgastions of "irkx A officials. 

The mission wishos to expresa  its sincere gratitud« t© th« afO, 

th« Ministry of Industry and Technology, the Ministry of Plaane« aad 

tat Ministry of Cosasarce for the aost useful inferaatlen and orlsatatlon 

fiv«a sy the«, it is on thi« basis that th« alMlon was «ala te foratile!* 

various recosNendc  ions and suggestions coataiaei in this 

The • lesion is «specially gratafttl to  t 

- Mr. AOAH GTTNER - Undersecretary at the aaaistiy of Cl 

• Mr. HIKMET CETIK - Head of the Bcononlc Planais« 
Planala« Otfanixation 

- «V. IC» BORTUCaa« - Read of ta* Sooial Piaulai Departsjemt at the 
•1st« Plaanin* feranisition 

- Mr. «CAT TURXBA8 - Deputy Under«ecretery at the Ministry of Industry 
and Vachatlaori 

- Mr. imim URII - Assista»* tMereacretary at the Ministry of Industry aai 
Tashsoletjrj 

- Mr. TAJIK riVAKC - Beputy Director Señera 1 of Rate Isvtaant Bask 
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»t. BETHAP. POTA» - Director of Mutpowtr and Training Department, 
•1 ni «try of Indvotry an« Technology 

». IVrahla TWT - Stata Planali« Crfanlsatlon 

». W3TAPA lllXJira - Diroetor of Seltne« and Tochnolofy JapartMnt 
•t tha lUai «try of Iadu.tr/ an« Tac hno logy 

». lAMIATT» B1TAZ - D:-ctor af lavoataaat Snco«ra«oa«nt Dopaxtaant, 
Ministry «f Conaarco 

». OMCA! WJKÄAM - Deputy Diroetor of Seianea and Technology Depaitaent, 
Niai «try af Industry asi Technology 

». Mil - Rea* »f Technology Soctloa, «Inlatry of Pinance 

». TBCeX - Haaa of Privai twig* Capital lection, Ministry of Pinance 

»•. KM« «OIL - Departa««* of Into «17 a« the Ministry of Indu at ry 
aat Technology 

». SEMAP AWWI1 - Chief of Iaduetrial Property Section,  Ministry of 
Iaiuatry aat Teekaolagy 

fht ai avies wowld ala« Ilka to aasrooa ita gratitude for tha 
•»•liant aaaift.no« raeaivaé aat «rarall arlaatation «iva« u Ankara 

IT »s* WW Orfica aad la »articular ay tha »aláast Aeer eaent «ti ve, 

». A. MAUX», Asatataat Reside* s^pseoeaaatlve, ». 1. UDWK and 
»a. IfCI tORMUS« Prograaaa Offlear. 

lae eppraaiation la ala« giren to UK» Off loa in Aakara for all 

ta aad* prior aal «arta« the aUaloa. 

tao oouortry'» MH latioaal Osvalaaasat Plan (1973 - 77) 

•ai a loaf-tor« revocasi covarla*» • parlad et 20 reara, tha ultlaata 

faal af Turki aa technological policy la ta door «a M tha ovorall depoadence 

«a forai«» technolo«? aai ta gradually laeraaao tha local technological 
eapaMUtlea, titos* of iataatry aai tha neeareh taa derelopaont 

feel Ut loo. Ik« loar-tara pia» foreeeea tha Jainln» of tha European 

Osama» Market a/ t*rtey ia 1992 ani far tkia parpoee aajor insortanee 

i« t«iaf sttaoèsd to tha aoc el «ratio« af lnaaetrielisetlon and 
aoiaraiiatioa af tha 

«as of the probloas «aeoMataraé at tko present aal futur« 

•laaaiaf c/ol«a lo Mw aaaaplapaaat «aloa tlaraa«*, iatar alia, 

teoa*»lerio«l pelUle« io to h« oeaaiéerooly raiaasd if aat totally 
Uajotfda*««. 
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For this parpo»« priority objective in a I«H of Introduction 

of capital in tornivo toohnoloflti and labour intontivo toehnoloffi«« 

hav» boen »stabliahod for cortola spocifiod induit rial Metor» 

which tax» duo eonsidoratIon to uaoaployaoat probloM. Thi» policy, 

howovor, ha« oa a lor« tor« onoountoroi aajor difficult iti in tat 

post in a loaoo that induttry did not noeoooarily follow tho (tovorwont 
intcntior.il 

It is to bo aetod that tao conloa prob losa roUtod to technology 

transfer, toehnolofy adaptation and »«ohnolttgy dovolopaont, would 

largoly hav« to b* oolvod thmufa a aotioaal eoMclontlouaaoop of tho 

naturo of thooo problona, ta« politieol »apport to «olvo tho« and th« 

introduction of coacr«t« aoaattrei for laploaootinf a «Ion of «««10« 
in this field. 

It should bo rooofalieá that far « »ooeoasful aad offici««! 

rasai*"»» of J» lie loa la twt fiald of teabjwlogy, joiat off«**« arc 

roquired on th« »art of iwr»—id loot 1 tut lor • and particularly of 
public aad privat» «aterpri«««. 

Th« roport 1» dividod lato tar«« ehaptor« i 

«**» I <""«• alMiOB fialUf« Mlatod to tao existln* 
•ituatlo« in furkoy 1« th« fl«ld «f ««samolo«/ inflowi 

O»*«* n rwfimm th« «MM of eoMora 1* tho doriamosi of 
» é-oTomawntal policy «Jé «träte«? la thi« «root 

«»*•* IXI nrsolda« roc fiad áticos aad «ufpstloa» for «IM 

ooasldoration «f tho f*rki«h Qovat—mt for posoibl» aetloa 
la thi« fiold. 

aaaals 
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I. «ISTI» SITUATION Iff TORKET III Urs FIELD OP INFLOW 
» romwii TECHMOLOOY - MISSION «misos 

i 
! Tho ovtrtll ultimi, «wi of tht pr..t„t Turki.h dW.iopra.nt 

Pôli<* aajr b. d.acribtd in .hort as joini«, th« luroptan Con»o„ 
Mvktt by 199?. 

ft» ttthltv« «teh a tarf«t, th. d«v«lopa«nt planning h«. boon 

«Mtrdinat.d In a wv to «nabl« Turk* to mon such « l«rtl of 

•»•Mil d«*.lopaant ao that full .».btrrtip of th. Coaaon Nark.t 
«111 b« roaaibl« «od ban.fioial to th« country. 

Wthia th« frattwork of overall dtv.lop.wt policy,  Turkty». 

toeanolocleal policy i« oritnttd towards th« fradual d«cr«aaof 

daptadtao. oa foreign technology and th« fradual IMTMH of 

la*l«anoua ttohnolofical captbiiititi both «latin« in lnduatry 

aad in local rtaaarch «ad dtvtlopawat institution«. Ta« prostnt 

roptrt, 4a» to th« li. it od chwaotar of ta« aiaaloa, will daal 

priaarily with prosita, of dtcraaalat th. d.ptnda»o. oa foroifn 
ttwaatlofv. 

2.     ttoually th. i„f lo* of for.^ twanola» - con.id«r«d .1«, a. on. of 
%U**9 °* ****** •**lt*1 - *• «** •*• oa th. bui. of apocial 
t*m»m% relations lika tk. Favaio fav*»«,* ANMMctatnt La» 
«° ft« dati« kaok »o JtJlliaiïr l8| m (1) m ^ ^ ^ Mrolmm 

Loa» »•• 6J«Ó and 69*7. Cartata rafaUtioM «tacrine par •• 

Uotaoiaf aad know-how afrotaaats art aorartd by «1M dter.« n° 17 

ralatlaf to Invi.ib It Transaction. Motifieationi. 

!*• aajsdtyatnt of foralfn ptraoaatl, which in vim of tht 

T«*iah Oevafwtat aay alao briac into th. country aortal« know-how 

or ttchnoloay, x* «ubjoot to r«ra latitat by km n• «Î07 and «88o. 

3.     For th* «At of otarlty, « daaerlpHon of th. astatine lagi.lation 

and atUatattnUv* proetdur. will b. rlvon with partloalar «aphasia 

oa «valuatln« and approval prootta to iipoaa« «y rarl.ua latra. 

(1) I* f»ll t«rt of lh. 1« !• Mirrino« la Aim« U of ibi! r.port. 

' 
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4.      On the basis of the law» n0B 6224i 6326 and 269Ö? the foreign capital 

•ay come to Turkey in th« fon of technology as described for example 

in artici«  IT of law n° 6224 in the form of "intangible rights auch aa 

licences,  patent right« and trad« nark« and services". 

Because cf a special  attention given to the petroleum industriel 

a special   legislation ha9 been enacted enabling investment  in this 

sector also ir. the form of capitalised patent*,   licences and know-how 

(see article 3, para 30,  sub-para c, section/1 of the law n° 6326). 

The legislative **te *• above apart from enabling investaent  in 

the form of technology inflow required the Government's approvai of all 

contre s,   subject natter of all above-aenttoned laws. 

Ine Government* approval procedure is combined with scrutiny and 

evaluation procedure, which may be described in datati aa follow«  t 

aa regards the law n° 6224, a local entrepreneur ia obligad to submit a 

special application in 5 copies to the concerned departaent of tha 

Ministry of Conaerce. After a preiiainary evaluation by «he ttaiatrj 

of Commerce the application in 4 copies ia being passed along with the 

eoaments and opinions to the State Planning Organisation for final 

aaaasaaent and recoaaaadations. On the basis of tha 8P0 aaaessnent, 

tha Council of Ministère iasuea, published in th« Government gasata« 

a decree concerning particular oases, which is tha fornai basis for the 

start of a particular undertaking. Table n° I giva« a graptaioal piotare 

of the procedura éaacribed above• 

Tha nain oon¿ern of the NUisttw of Ooaotrea ia the evaluation 

of the project taking into account tha fallowing wain criteria t 

(a) Tha novelty of technology being brought into tao country 

(b) Inoreas« production capacity 

(o)    Minimum export output  (usually 15 %) 

The 3PO and particularly its a* hoc foreign Investment Coaaittae 

- taking into consideration findinga of tha Kiaiatxgr of Coaaaroe - 

undartakee tha dotai loi project evaluation by taking into aeoaunt 

•nmemit 
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aleo the project relation* and compliance with development 

planning, affect on employment  ei tuet ion end economical viability 

of th* project. Ths SFO a loo undertaJcee certain coneultationa as to 

the technological contenta of the project with respective tectorial 

einiet er« ae well as to a certain decree with th« Minietry of Finance. 

Because of th» law provi ai ons enabling capitalisation of 

latanglble rights, it ii allowed to calculate it on the basis of 

oapitalised valu, of technology at O-year of a given project. The 

lmeue of the deors* of the Council of Ministers usually specifies in 

datoli allowed ratti of royalty payments to foreign parties in 

addition to transfer of profit«. The described procedure is valid both 
for privat* and put lio sector industries. 

As o number of public sent or undertakings are being financed by 

eredita obtained through the State Invettaent Beak, such undertakings 

ahould be include« in the annual investaert protrane provided that at 

least * 51 % «hare of their oapital b*lonfs to the Turkish party.   The 

Stat* Investasnt Bank before «rantin«; any oredit earriM out its 

•Ma «valuation of the project irrespective froa above «ention*d 
arooedure* 

A« Bestione! earlier, du* to th* particular place   the petroleum 

iasmotry occupies la the Turkish induatry, a special legislation has 

boon enacted for MOB venture*. In accordance with this lefia lati on 

applloatioas art subset ted to th* Potro leua Administration, which after 

the n*c smeary évaluât i oe issue* respective decisions. 

Oa the basis of the actual led elation la force in Terkmy, all 

s* ooatraets related to aoejuiring lioenoe, patent rigata, trade 

asm know-how are subject mattmr of approval proeedure in 

with decree n° 17 (invisible Transaction Notification). 

á*ee*sUnflr, appropriate amplications are submitted by would-be 

Tarki*h llcenoeec to the Ministry of Finance, which after consultation 

with th* Ministry of Industry and Techno logy (respectively Ministry 
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of Agriculture or Ministry of Health) approve or reject« particular 

transactions. Table Ti show» a graphical picture of the approvai 

procedure in detail. 

Within the Ministry of finance,   ite Division of Foreign Bconoalcel 

Relation» came» out financial analysis of all subaitted agréments. 

Its areas of concern are consideration« of rate of exchange appi Ica» le 

on payments and aveilibity of foreign currencies. In addition to 

this general consideration, there exist* a detailed checklist eooerding 

to which each contract is being scrutinised. The following criteria 

aie beirj applisi ani scrutinised in euch evaluations    i 

The period of agreement s should not exceed 5 /ear« (for extension, 

the approval of the responsible authorities should be sought). 

The royalty rste should not be swre than A% gross. 

The agr entent should be iaplesentod is accordance with the 
Turkish Law. 

Ho lujflp peyaent should be 

Taxes and other dues are to be paid in Turkey f 

sjsounts by th.3 Licoseor. 
the royalty 

The current rat« of exchange should be applicable at the tiae of 

transfer (no guarantee of rate of exohange). 

P*y»«nts should be aad« in oae of the oeovertible ourreaoios. 

The IOCLI fira should ooatlnus product lea without the as« of 

foreign register«« «ark after the temi natio« of tas agreeaamt. 

The know-ho« should not ho Halted to cert« la root riet od fields 

hut also include possible isproveaents oyer the period of the 

agrtaoiant. 

The sale of the product, produced la Turkey uader licence 

should not h»v, ¿„y axport liaitatloes. 

The licdncor warrant eos should ino lude provisions that th« 

production by the lie one ee is of th« saa» «uality «s th»t of th« 

Uesasor. 
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The n«t  : il«« price should to« ««km as tM base for omr-;t*t ¡or. 

of royalties and «11 packaging, transportation,   insurance, redactior,, 

«•penses, tum,   iaport prie« «houId b« deducted fro« thie. 

Äe technicians of the licensor visitine Turkey should no:  be 

paid extra* that  Is in addition to aaiaansdatien, daily subsistance 
Mi transportation, expense«. 

I« e«s« of conflict« arbitration of ta« Paru Internat i ormi 
Caaaber of Ciansra« should be M<«ht. 

I* 1« the usual praxi« «f th« Bírlale» te coeault with the 

let ere* ed party th« «ertala eeadltleae ef th« «velante* contract. 

Ueeaalnf t— aro ausjoct «attar of 2% ta* deducted free pâmant• du« 
t« «M foreign lie« 

i.     la« Miai st 17 «f Indurr* «al Teche* logy aaa la particular its 

ladartrial De part «eat carries eat th« aulk ef «eoaaale «ad technical 

•araialaf af taa afr«an«t«. H«r«, in oeaeultation with th« Science 

•ad Technology Oapartaeat «ad taa IaduatrUl Property Section « technisal 

MraaaiBf ia teine Bado a« vali a« th« «eaaaaieal era lu* tien «f th« 

saatreat. Tha internai guidslinee (ujtpwMlahed) have baaa elaborated to 

atrutinii« th« o ont mots and ara divided iato 3 main croup« » Th« 

fonerai évaluât i OB takes th« following alesante lata consideration : 

(a)   atetan* alalia* technolety ia already aainf operated 1« the 
eaaatryf 

(»)   Bavait? ef XSm technology, «uh J act natter af the agTiaasnts} 

(•)   felue-aaaed fartât* in taraa «f ferale» exchange «araings, 

amaisasi Mdl iacea« creetlea faetars; 

{*)   atoa od* favai«» iaput« la total autant of a part i ou Ur project. 

fa« fellewlag freu» «f provision« ara ia principi« not allowed 
ia taa oeatraat« i 

(a)   fepert liait«* lea», 
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\b)  Tied-in provisions; 

(c) Price fixing of final «ad lnteraodiate predoet provisional 

(d) Annual aininu* royalty provi a ioni) 

(e) Exc«si of paynenti in relation to the valu« of technology! 

(f) Limited utilization of local raw •atari»1,  «far« parta and 

component« (unjuatifitd quality control  arraafe»eate)| 

(g) Limitation on production and «sport (Tosatiti««} 

(h) Limitation on UM of teehaolocy after «spiratio« of 
agreementaf 

(i) One~«id«d grantbook provisions} 

(j) Lack of licensor •• isuvaateM aa to validity of patento ana 
third party infringement | 

(k) Limitation em tradaaark ua*t 

(1) Other provision« related to tao naturo 4 

Ita« other group COMí «ta of follavi«* 

principia ahouid V« included ft* all 
provici«*«, «kiek in 

• i 

(o) Aíraíion of eontrsot« «hos là la prlasaals not wo toi J, 

(b) Liesnsor «houId «errant ta« validity of ill isli aaf «ko 

dofene« ageinat third party iafrlafooel«! 

(e) lach party ahouM km tao rift* t« 

prier to notlfieatiOBi 

(d) Maximal royalty raft« «* % em am* aalafti 

(o) Lioenoor should dpMraateo tke 

aanufactured by «ko license«} 

(f) Preference 1« fIvon to tèa 1 

lioonceoa. »an «»avarias tko oheek lis* of the ntalatvy 

of Písame« vitk tfcnt af the MMatqr •# 

the «lall«rlti«a aro «avióos. 

«via 
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7.   As ai«Kt b» Mtn froa tha above review of tho logia Ut iva 

Md adaiiiiatratlv» procedure, prevailing actually i„ th» country, 

there »xiata in priaelpla roUtivoi* broad in acope a Ufiautiv» 

•Mis anablinc; th» Governaci to pia/ » regulatory role in tho 
arocea» of flow of for»i«n technology iato tho country. 

Accordin* to th« aleel on*a »pinion, thoro it, however,  eoae 

«ofroo of lneoaai stane* regarding two ooto of Ufislation (on» 

eovariaf technology contract» MIU otri et O ani th» othor roUtod to 

technology contract» i. th» frase of foreign inveetaent), which 
l»M«a» th» »ffioi»ncy of th» ayetea considerably. 

»•«•sdljrt *»• »valuation ana adaiaietrative procedure« of th» 
oeatraate ar» accordiaf ljr subjected to »»parata anal/sea without auch 

iatarliaka«» and th«r»foro do»» not guarantee effective and eonai»t»nt 
deslsieaa. 

»a siaalon waa abla to review tho aaouat of application» 

preoeeees at aten (ovarasental departseet oonearn»d as wall a» 

•Uffinff. la addition, tho aiaaioa waa given aoa« information aa 

to th» »daini»tration and infornati«« - referee*» ayates applied. 

TtMt »I 

mrrnp ATO »ocasp AFPLICATIOOT IT AU OOVUMKBTAL 
CCKMOD ww xwtmvm or TKRIOLOOT 

•er of 
aVeUatiena 

It Parol«» Bconoalca Relatiesa Diri »ion     60 - 70 
f* Iaateanriaa Popartseao aa 100 
J. Ureetaawt and sumirá«—»* 

» <••« •     30 
4. AeVse« Pwraif» Iav»etaeat 

©••»"••d a** aval labi» 
5»••*€ • 

II. COMILTiTIO» MPI» 

1. 

Rusher of 
Prefeaaienala 

5 
6 

3-4   (?) 

4-1   (T) 
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9*   asaeraHy, the available records «f VNMII 

so tack io 1909-70 - with «la*!« eros« reference a/atea« M 

regarde th.) Ue«KM ani «ubject Batter of ih« •friesojil. 

n» Scime« and Technology Depart aeat li aMonf «th«r thiaja 
in oharc« of maintaining work in« contact« wi\.¡ TUBITA*  (Scientific 

and Technical Rowearch Council) aad TVBX1 (Turki«« toeua^ntatiM 

Contro) aa w«ll a« with othor reaoareh «sstros la orlar to he kart 

u»*atod «* «ie NKHI dereloamonte la ali teses» lefias l field« aad 
wit« th« •valuation «odio« reapoctivei/. 

Ve off ort« heve, however, boon aad« to laoroa«« th« direct 

«eoo«« of evaluating badi«« to informat io« contres, «articular!/ 
abroad. 

There la «IM a r««eer li. i tod, if as?, ereheaf« f lafaraation 

betweo* «/stess of evaluation! sad« at «IM Industry tipMism. th« 

Iaveataeat «ad atoeurafeaeat Depártaos* M »ell as ta« releveat d«part- 

««at a of th« Ministry of health, tao Xialetr* of ¿#rl«mlture «a« the 
Pet re leu« Alaiai «trat loa, which i« th« rasait «f lack si* aesruet« inter- 
linkaf« aso« cevmrnaeat efsaei««. 

10. I« effort haa been obesrvsd a« to «roaMloaal aad Information 

•arrice« available to industry both privat« aal ambii« by 

a^raraaeotal batios cono«mod with th« «pyreval aad «valmatiaf 
preeedare«. 

lnleraal fuidsliaes sai eeeekUsta as 
aro ésrslspsd am ta« aast« «f esféricas« «f th« 

thoaoolvee aad an a oaa« bjr oass aaelysl« aad« by 

âscordir« to «à« Bissisa* s f indiate, a« affari 

for anal/tlosl aad rasoareh studio« ai «ed 

«lassratloa of («morali/ easlieaele ststsriel 

«sieh alfht ho applied la a a/«t«asti« war by ali 
* e 

tas 
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11«    1k« fuldalinaa and checklists as preeentad ax« of pratty 

fftaeral natura »ithout such seiest if ic and anal/tical support and 

therefore though they eervs in a limited degra« Us purposs, 

they ça» herd)/ b« considerad aa a uMful and aff active tool 

far thjereiMjIi M" in depth flnaneltl,  econoaical and technical 
anekele ef Tha • are subjact Httw of 

ling procodures,  which da« to Halted eipsrianced staff iack 

las in-depth ssthodolocy, which ahould support apacific objactivas 
•f teefcaolof icel policy of «ho Ooveraaent • 

tho sjsjtritjr of the sísalo*'a counterparts coaeented about 

leak of acotas to up in ass infornaiion on net hodo logy on economical, 

taohalcal asi financial a*a]/ali of lieenclng and know-how 

afrseaeiite. It seaas «hat knowlsdf* of this subjact within th« 
laaeatry la avsa far lower. 

IX - NalX iXEfcS Of CONCEDÍ IN THÏ RSnJUTORY BOLS Of GOVERNMENT 
ni TRI nocas o# faeno« TtcMKOtoor INFLOW 

»lenes aooMSMlatad so 

•f technology polio/ ahould 

ital Atrslsf—t 

taka Inte aoaaidaration 

, ataca,! la« and 

It. Cat tha basis of haealeijs aad sap« 

far It la pasaiblt ta sa/ that transfer 

ht •ahaiÉUitaa to oprali »noaasie aasl 

ahjeedivea. Tat mah a« aapUoit palie? 

fiatata ai aoienoo, aseáoslas, eae 

Im asnvar/, tha fem* latios aad 

ttaaafor folic/ ahouU ha erlast ad t 
oejeetlvea t 

talion of technology 

tha following aain 

£L 

(a.) A aar« offloiaat procses for tha as loot ion of forsifa 

f» Oat aarslopaaaaat af etfetietiaf ski lia ooadvcire to obtain 

astiar coa* roo teal aoatilloaaf 

(a) A Mrs off toi sa» proasas far «ha adaptation and absorption 

I 
(A) fat ffiaaml davslopawt and eraatloa of loaal teehaological 
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To achieve the«« objectíV«I, th« mission viihes to 

recommend for consideration of the Turkish Oovernaant th« 

introduction of txplicit,  regulatory and promotional ««Mures 

in the fi«ld of technology transfer,  which will incluí« simn/r 

«ti-TS th« consolidât lor  of furetions of existía«; governmental 

bouc-« into ore central officient org-u ization. 

It »hould bt stressed that an adéquat« strategy will call 

for institutional support  and Qovern-nent guidance in order to 

•nabla local enterprises to becoae more efficient and to 

CTiimAw achieve a de^ro« o<" e«lf-r«Hance.  In addition to th« 

fra: owork of the transfer of technology policy, ther« will b« 

a r.oeu to identify the retirements of the local entrepreneurs 

and to differentiate the various types of industries within the 

cVJ:try,  including » 

(0 Skate econome enterprises 

(b) Large private national enterprises 

(c) tanll ani aedium national enterprises 

(d) »«reign subsidiaria« or joint ventures 

13«   IWtiaf a« abaci« th« objectives outline previously, the 

•issi©* wishes to suggest th« reorganisation and oonsolidation 

Of functions of anting govamasnt aranci«« jnt« on« or«nnisatiaw 

that would have the «olì raaaonsibiliti«« in th« fo^lowiar area« t 

*• *»>«*ior- of for«jgr technologies : 

lh« «i»8ion acknowledg«» th« existeoc-j of Qovsrnaent «kills 

in th« negotiation of foreign proposal« in th« industrial 

field. Hi« responsibility of this lies at present with th« 

Ministry of Industry and *«ehnolo©', th« Ministry of CessMrc«, 

the Ministry of Finance, th« Stat« Planning Organisation and 

the Petreleu« Aáainistration. On th« other haaá, it wa« 

possibl« to asoartain that this experience is up to a certain 

dagree kept within Unit« and without auch ínterexchang* 

betwe«a particular organisation«. It i« suggested that th« scope 

•f responsibilities of th« central government «saucy will 

include such agreements waare th« aain obj«etiv« relate« to , 
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i. 
ii. 
ili. 
iv. 

V. 

vi. 
vii. 
vili. 

Usa or exploitation of trade-marks} 
Usa or exploitation of patents; 
Use or exploitation of secret r.on-patented know-how; 
Technical information in fora of planai  diagrammes, 
•odala, operatine manuals,  formulas,  specification and 
training of personnel 
Cor.Mltii^ agreements of any type; 
Supply of basic or dotai led engineoring 
Nenagement or administrative systems; 
Franchi «Inf i^roe**nts. 

Por ib« sake of clarity certain definitions concerning 

the soop« of international  licenciât agreement» are presented 

in Annex I of the present report. 

The identification of international sources of supply for 

technology «ill require support of information faci lit ios in order 

to aaintaia and update the reoorvoir of technical data on available 

process or products which aro of particular interest to indistry. 

Furthermore,  evaluation of alternate technologies will certainly 

require the strengthening of the evaluating capabilities of such a 

contrai agency. Government  institutions should also have to assist 

the productive unit3 in the country la improving tholr capabilities 

for evaluating and negotiating varioua contractual provitlon». It 

should be underlined that proper co-ordination among responsible 

institution* working in this area is essential in order to roach 

a solutiom which is both technically and economically sound. In this 

light tat «pgrading of technical okills through adequate training 

programas« at tao planning and implementation stages of the project 

Is of particular iaportanco. 

!•   Imarovoaent of negotiating «MlIf 

A« miasien was able to eooertein that at present there are no 

espiioit poliolos for tho regulation of teohnologioal transactions 

In an effective and co-or€inated maamor. Frca the experience of 

otite» oountries, in partievlar Umili and Merico, it «as found that 

the abeeaee of opeo i fie polioles oat institutions to deal vlth the 

Boreemlng and approval of foreign lieenclag propoaale generally results 

In undesirable eontraotaal e*raiw^amnts due to   weaker bargaining 
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pc   it,   n of r9rlpittá  .niw|ri8„ iñ theB# CWM|tri#-# 9ttetim>m 

«o.,,   wm.o.t  tn. prop«r Miuc, «any t«chnio«l collaborate 

«a ..nue •*.«•». ar«    contract* -ithout du. eo«.Ha,.Uon 

to th. tor Frioritx.. of th« country. 0r*„iftf furth«r fm the 

•xpori.„oe of th«8. countri.s.  a« „U .. hl^ indu.trUlil-d 

countries  Uk« japan(  it  -hwM bf Ne0f||1||4 %u%  ^ ^^ 

prison hcth pubUc fni y,Wl „.» a ^^ ^  ^ H|Mu|M1) 

not  oui,  for the  lMi«inttt<<w, of tD>olfic r„,.ot« ^ ^ <t> 

the d,ciR1on-ma^ PronBg6 to  fm«nia.  li^i» B,,.T__r. 

IT. thi. context th« mi,.lon **.. to r«cow«nd th« n««d 

fcr develop««* *uid.line8 for th« aceptaba of tachnalogy 

transaron «th forai«, «t^i... .* thm ^ f„ Xhm ^„^ 

to yovid. gu¿d«Ufte. yid    natitqtxonal support to layr^ ti,, 

IHgotiating .kill   3f TfCiPitnt   coÉffui.«. 

As mention«! «arli.r, th« r^ul.tory function« of th« c«ntr«l 

ag.ncy wottld have to b« complaint* by pot   1«,« importât 
^oticn»! effort. to ^HinU tncouf)u,. tfffl imM ^  

in priority «geton of th« ^1-    It Bhould b« notad that th« 

introduction and «ucc«.rful i.pla««„t.tion of a ra*ulatoty policy 

in th« fi«ld of technology would raraira th« hi<ha«t Oownaant 

support at th« political and institutional lw#i. 

C Crit«ri» for th« mmfanfr 

n». .i..ion irlahaa to autait for eon.ldarvti.fl of th« 

Oovrnoent t^oad nid.lina. f«r th. aeaapta«, m é9nÊml « 

internatio,,*! licanci«* proposal. M wll M a«N raca»-«dationa 

conewnin« th« ««thodolajy that «ay ba introduca» far thi. 

Purpo«e and to highlifht ao.« of th« ..pact, that r«|uira att.ntion 

from th« port of th. Oovarnaant acanoy éoali«, „ith th..« a»ttw.. 

Furthermore, th« alnaioa run—mili to •wr'trtajra ¿ajoutant 

•dditianal work i. «hi« fiaid »taf«*«*], Co«pl.d «ith expo* 

««•iatano« fra« UMIDO in or*OP to M.iat i„ *h« êafinitlo» of 

•athodolofjr and or it eri* for «valuation 



- 17 

Tft««e ar« präliminar/ suggestions and by their nature not 
exhaustive. 

Ta« work of a responsivi* body within th« eovernnont  in the 

area of scrutiny and appraisal of technology agreements call« for a 

•ultldieciplinary approach and ahould be provided in an integratali 
manner* 

Th« degr«« of authority to be i nv tat ad in th« government agency 

will have to ha properly defined, and foreign proposals would have to 

b« submitted to a dataliad 1*4*1, economic, financial and taohnical 
scrutiny « 

Ih« purpoaa of this «valuation i« net only to aacartain that 

contra**« comply with all relatad legal previsions existing in th« 

country a« 1* took »lace so far, but also te oritically «valuat«,  if 

th« teohnology or services as «all as th« obligations and responsibilities 

te the parti««, are acceptable both, to th« recipient enterprise and 
te the Turkish economy. 

I« edeUtion to legislativ« acts enumerated earlier, a number of 

JurieUoal aam adainiatrative provisiona existing in th« country require 

•peeisl attest loa, 1.«. industrial property legislation and fiscal 
ana tariff polioie«, etc.. 

Am important aepoot that requires further coneideretion froa th« 

part ef the government will be to explicitly define the conditions 

ander whioh technology transfer arrengeaeata Into Turkey can be 
eeneteéei* 

IM line with the abov«, two iaportant requirements were 
identified 1 

1*     that all aereamente iwrelving the tranefer ef teohaioal 

hew, eervioes aad ether kinds of iat«lleetual property (laveWing 

feulé» »«ttâtjr partUlpation or not) weald be reviewed by a 

eeitaetaat body within the unittry* Ihduetry and Technology. 

JÉL 
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2.        That  epoeific ßuidelin«« for internal uao nhould be developed. 

Some of th« banic element« to be incorporated in those guideline« 

we  Jsbcribed below  : 

- Forcen  licencing errangem«nta should include a provision 

whereby the recipient enterprise or the Government of Turkey 

could acquire explicit right» to the ase and exploitation of th« 

technology   licenced, and «be period of theee rights should fee 

clearly specified in the •fressients. 

- "Frior disclosure" of technology from potential licensor to 

licence« should be encouraged so that the governeent agency and 

the recipient entsrprise oould judgo upon the suitaeility of 

'»he know-how and ••certain the type of inprove««nt« and lervlce« 

required for the inplenentation of a specific project. 

In order to properly evacuati foreign proposals, the) agreement 

should clearly define the nain features of the proceee or product 

to be licenced. 

- In ease», »here ist licence« it nainly acquiring th« ri^ht 

tè practice a procee«, th« ter» know-how should be dearly 

expressed and defined in the sgreenent. In this connexion, th« 

concept of -technical infornati«»" and/or »technionl enrvieee" 

should only be treated a« a oonplenent to th« loio^-how. Siniiar 

considérât ions concerning a nor« ««plicit definition of the 

"field of nee" «ill be inportant. 

the reaunewtion for the various elenente of a contract is 

to be related to the nost essential conpouont of the licencing 

agreenent in order to properly aecortain the value of the Uoensor's 

contribution. 

-     Whenever various element« are Involved in a teohnelogjr 

agreeaent, each one should be evaluated separately «ni tat eorreepentV 

inf renuneration detemined, not only to anoertain the relntive 

«nine of each, but also to provid« th« bn*U for dnterninint the 

licensor's responsibility concerning performance in any of these 

•lenents« 

fe#,. w*    «»»„« «..'¡JÉ*  flhi|V|        *-J.    <wa.i. •* d^&ie^sw,!'aj-Aj,      t.^...M  '.-.ü/    «mi.    . 
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I In projects of opocial Importano», the concept  of net 

• PFMtnt value should be introduced a« « tool for evaluating the 

] remuneration, together with other economic and technical 
i consideration«. 

I 
-      Vhar« tha uain element of an ajreement relates to ar 

j induatrl.l process,  «he licensor should provide process performance 

| guaranties and/or warranties, as applicable,   in crdar to critically 
identify its adequacy. 

* 

' -      Process guaranties should be covered by the licensor's 

¡financial raaponaibility „¿ his liability would have to be 

in cloat relation to the value of know-how. 

j -      Wha*e process guaranties or warranties are negotiated,  provisions 

| •hould •• •"»• '«* »he licenaor.. djachaba of ^»ty b/ 

I introducing certain provision« for process correction. If the option 

I to pay liquidated damages is available, there should be a 

provision for license te exercise this right  in an independent 
Mannas** 

- (te a select iva basis a "not* favoured licencea clausa" 

•nawlá be incerpoewtad in agreanoiite related to naw «enanologias, 

to soapausata «ha lieenee« in the event that in future «he licensor 

lionne»« his know-how to a third party in another country on a aera 
ftsvourabl« baalt. 

- *t> aneare a dynamic flow af inforaatien betwaen «ha licensor 

Mi tha lie-Toe* during the Ufa af «ha afreesMn«. This should 

pettata fer the lioaaeaa*a tcoeeo «• «ha li-enaor'e plants and 
rttftt«* RID facilities. 

- a**ln that «ha Uoeasor UTarae «he licence« an »lasrovawents 

tf «aafcswloay* tua aerare that «Ha license« hn «ha option *o usa 

•neh Ila* li i «lililí ooflMMtalljr» including thotw, that are no« 

tsisraUily praflllfjti If tha Is«anew. 

I 

MÌÉé 
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T'-i c j 'iar tin   v.; JW-'.OW licensed}  »• tho know-how in use or 

in po.,:U n L„,   tr.e It censir during the iifa of the agreenwnt  in 

ene:- to    revont  arbitrary   L-epar-ttion of know-row fron precitas 

) riprovare r.*.:-. 

fo.x  r  ìng paid-up licences,   it would be in the  interest  of 

th-¡ r«v if  ont conpanv  m Turkey to extend the duration period of 

the a^r«'.  ant to the aaxinum posait le,  as the licensor's net» 

tociuu^ii information could b« acquired without  further compensation. 

r ¡. io  f outlined alnve,  are only descriptive \nd 

r '    r        t       .->  nighli'/at  so»« aresB of oor.cem from the 

i      < 'e:- rrjn«nt. These trovi sions could «Mist  in 

•at m r.i- ;    iw» of the follcwing results  j 

< :• : continuous and efficient transfer of know-how 

; -or   -i  ,\ : sis.-   licensor to a Ucencee in furkey; 

that t>:9 recipient cospany acq aires the technology with 

pi-; T;e >  o'iedge cr" all the critical and competitive aspects, 

e-   tvifi.t  it  .an master its operation; 

taat a clear definition sf "know-how"t  technical infardation", 

etc. 1s ine rporated Is contract s ; 

that r<; uneratiOB to the foreign licensor is 

in relatioi  to tho main elements that fora the lioansiaf trsjUK- 

«jotiotiS (i.e. kjow-how, pataatsi  eto.)| 

that rhe rar maraftlon sad other for«« of 

close íelali^siiip to the technology er sarviaas sjstjuirsA« M 

1B kr, O    . - '.ine with international noms in spec if io saotaraj 

«hat th<3 recipia«* ooapaar in tokay Is adaquaiaty oriaatad 

osa»»-ni.: - the teohjsioal parfataiaaaa of prsaaasas thraaèTk tas 

introduction of explicit prsaaaa taarmtlas and/or «arrawliasi 

Miaillk^l||HMagliaiM||^ Jam, 
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- that the ^roem-wit clearly «pacifies the responsibilities 

of the frrei/rr  licensor and th« recipient  company,   in achieving 
performando of the technology; 

that the recipient company in Turkey will be able to 

effectively crerat- in the market-place by negotiating all 
technology aspects related thereto» 

- that a dynamic flow of information on technological improvement« 
is secured; 

that the absorption of the technology occurs within a 
reasonable period of tiae; 

that the recipient company In Turkey will be in a position to 

efficiently operate the plant   after the agreement ends. 

••     »Valuation %nd Payment for Technology 

an iaportaal element in the evaluation and negotiation of foreign 

technology proposals is the esyaeat for technology. This question 

is dopaadent on the soope of technical know-how or servioea to 

be required i The criteria for its analysis will have to be 

developed ovar a certain period of tiae. Nevertheless because 

tela la aa iasue of special iasartaase for the future work,    various 

ooaeideratioas are presented in order to highlight certain features 

and possible requlreeieats at the governmental level. 

H should be rsaafisad that ta« evolution of the ooat of 

teeHaolajy or tarviee» is a «espia*, exeroioe. However, eoe of 

ta* aal* respea.lbilitio« of the oertrel fovaravent affeaoy would 

be to develop the neeeaasry skills t« jadee tea direct cost of 

lioeacinf traaaaotioaa and its effect ape« the aatioaal aeonoay. 

Brewing upon the experience ef ether developing countries in this 

area, two baoleel sonldorations energe* i 
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..    ¡-Y', »ho       it "f vi«w of the recipient coapany the rat« of 

3or!pi»n:,<iïinr. in normally determined on the basi« of a cost 

benefit  ai.alyßi»; at  th« enterprise level* 

ii. Pr-3 th»  ;,u.,t of view of econoisy,  additional to the coat benefit 

irit'Tu at  the level  of the enterprise,  it ia la por tant to judfe 

pc. th-» erst, or technology in relation to its valu« adding 

¿>ot-:;,t ial,   that   is upgrading local oapabiiitie«,  onployment  of 

labour,   foreign exchange and fiscal considérations etc.. 

•"•• r-    •».•••• »s most complicated in view of the fact 
1 *' tnr i'.-w ventures th* ar.alyeia of roat and profit 

* i  involve a carta is aaount of nek. Whet ia 

?r.   .¡;.t. ._   -lu.   .vt : (-r still further ia that tha remuneration 

>. ... I« o    <?r;í  -hr.   .;h different modalities such al runnirjç royalties» 

. t   iL •    >.   f-?«.i,    >aid-up licencing fesa or a combination 

t- 

l'jr;.:<.i V re t  convenient for« of looking at royalties is 

to ooi'-i 'er '.. °n .; li. eneor's share of licensee's profit. In 

fact,   . -'V    -y J"  profit vould be the simplest fom of 

compensation r,',p'    .?nt were it not for th* difficulty of 

defin.r/j prof    . Royalties on sales and production can b* looked 

upon &. Ieri     : oirpro-j.-ione of th* profit criterion. Thus« aalM 

royalty c ..n     ;  ^r.,. i -¡pon M follows  t 

Licensor's  •rofit 

Licensee's .jales valuó 
sales royalty - 

Lio ene** profit 

Liooncee 

-ES20L. 
Lioencot 
salea valu* 

Thus, i'' the licensor want« a 200 ehox* of th* lle*ae***s profit 

and tho iicaru a*^ profit is o*t lattea (•/ th* llc*naor) a* 300 

of salos, ¿is royalty ravt* «spec tat ion Mould be oj(* 

tfÉÍÜI 
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Similarly,  royalty on product-unit could be soon ac  : 

Royalty  on product    -    ttcwaor profit licensee rrofit 
Licancoe profit 'Jnit  product 

Salts royalties preponderate in  licencing -i^reemants because 

the 1 icari sor can bet tar eat i mat a licancoe'a profit-or.-cales than 

on unit  product. For unit-product royalties, the licensor's trend 

is to first  work out the «alee royalty and then derive fror  it 

product-unit royalty. 

The licensor's expectation of royalty i« also in terms of the 

length of time involved - the duration period of the agreement. 

In the «ales-ioyalty calculation nade above, the 6' royalty p.ay 

only hold  for a 10 year period with plant operating at  100,' of 

doaigned capacity. However,   in regulated technology programmes, 

the Government  is equally interested in knowing the coot of the 

technology over the duration of the agreement  (for this ia 

expenditure of foreign exchange). 

Establishing the absolute cost of technology and relatia» 

it to industry norms become8 a necessary part of the Governments 

regulatory exercise. Where thsre is a deviation fro« "industry 

noms»,  specific nests" need to be applied to the transacted 

teohnology,  suoh as raw «aterial savings, export-earnings, etc. 

to determine its allowability. 

Miere the lioensor applies à straight-forward fixed-fee to 

the technology (as often happens ia chemical process technology), 

its absolute cost besases «vident but the difficulty introduced 

is its eoapmrability to »industry noras" whioh are usually term- 

royalties. The cuestión arise« i what is the acceptance criteria 

to be ueed for fixed f«M, paid-up fees, "cut-off" fees, etc.. 

Khere the licensor applies «running royalty" (ten royalty), 

comparison to »industry not»«" beoosws easier. However, the 

absolví« coa« tf the technology becomes diffioult to establish. 

It 1« the recmaattadation her« that the concept of Net Present 

•ala« (MPT) be need, for converting terte-rcyalties to paid-up 

roy*Ui«« «j«l ric«-i 
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NFV  > :;  osaci.t i-ili'/   Tre-, the . ompo-ind  interest   formula : 

H -  RQ ii(l     <•      r   )      n 
' 100 

wliere, 

S - royalty  r^ir-nt  ~ido  n¿ r.-th j ear 

HQ= "P.   of  f H irò  royalty   ^aynHî.t E 

r = disci;  r.:in.-j rate 

n - year  i roa. ".'.«íno-y-rir"  ur: wt.ich  p«,-,. ner.t  la received 

For exa-pl'ìi   if the fr 11 r,;i:»   ia the  salts   forecast  and royalty 

PA-.•'-*'-   iia".".i     "j     ;•   t ¿-y) ir  cti.tra<~t  at   i~'> royalty on salt*   I 

i-^75     i¿-6     I2ü     ¿222      ¿212.      ¿222 

150       200       ?50 250 250 
Sales '-'a it 
(«000 3^ ico 

Royalty 
payant ü(F)       3.0 A.c, 6.0 7-5 7.5 7.5 

(•000 3) 

The  1975 i«"PV  for ea<'h r^/ner.t  at a 10;*  (r*10) discount factor    is  1 

1975    1211     ¿222     ¿22§        ¿212       12S& 

KPV («0003)      3.0       3-72 4.5       5.I 4.I5 4.35 

The "paid-up" assessment of royalty,  in taras of 1975 valut,   la 

thus $ 25,320 against  the undiscounted payment  of f #,000. 

Tht KPV assessment method can be med to £JJ£2£52 ***• ProQ***t 

thus obtaining the term-royalty equivalent  of a fixed ft«* 

Tht applicable formula would b« : 

8   -   RO (1 + k)    n 

100 

Whtrt,       M   -   undiseounttd total royalty fVMat •»•* durtjtim 
of contract •    S.t. 

RQ • Paid-up ft«» fixed ft«, «to. 

K   - discount in« rate,  (10 if rate is 10JÍ) 

n    - term of afr««neat, yttu'P 

S   * S.t. »her«, 

c   -   agg?*€»te «alt« valu« ovar eoatr»ot p«rl«á 
of n y «ars 

t    -   avtra*« royalty nate (to •• 
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Tnu«,   if 5  Ï-J-.-.ï    i"rm th« fixad fes on a 6-year contract  whor^, 

«¿graeat« «aies valu« is 3  1.200,000 and K - 10*, (discourt  factor), 

th« formi« woul* >>« re-*vpr«s««d tqr  í 

(l,?00,OOo) (t)    -    25,i20   (i    •    1Ç) 6,  i» which c 

*  •  S7^' - »T*r--ig« royalty rat« 
lôS 

:«•• 

lt ia important to not« that la ta« ravaraia«; proc««« nH da«s 

*ot »¡quai  > ' (of the first «xanpl«) baca-is» "t" here ia an 

»varala royalv rata and aucunes that royalty income will bo 

(or i»ì te j¿¿.o i.   «vary yaar of tha contract  i.«. a plant operated 

ti e&racit>,   fiur.oi   in tha procata industrias. 

The î!T" y^ìue of a lieenca faa can than »a gauf«d against  lignea« 

invest; it/ i   li< .    t-e'a salsa ovar duration of agrasnar.t»  etc. 

c .¿ le carrar.tv onn¿ don« with anii«count «4 royalties. 

:*w*' intingiti« right« 

Hi« pro«nt legislation existing In Turttay allow« tha 

laportatior. of for ign capital alto in th« foni of capitalista 

iat alible r.c--,U. 

te far th« prosm« praxi« MM «ha« tha valva «f capital 

•i» «ha fora of e*p.tallied intanfiti« rights ha« »«an calculât«« 

o« th* baa La of tha vaia« ef t^oaaalagy «r know-how at a   O-yaar 

•f a *»*•" prajsct. It aaaaa, aawavar, - «a ha« b««a proved by 

tha a*pari«nco of othar Aavaiapiaf countrio«, that capitalisation 

•f intan;ibl« right« being a «ansias faastia« ha« both poaitiv« 

aai »aflatW^. as^acte. Tha positiv« «laaant« as/ occur whan local 

««•pani«« io not bava aceaaa «r io »et bava financial raaaurca« 

fie financing a ci /mm induatrial undertaking. lanatiB«« alo« 

rh*r tarhnolojns ir« aval labi« aal/ frisi an« aaarca* thar« ia no 

oth«r ottica aa ta a*r«a ta asaity partieipatlaa «tiara faralgn 

eapltAl is «roa*** in a far« vt rapitali ^*i know-Haw.   On «artnin ;vv 

caattalisaticK «f th« «aav-haw m\r rrov-î v? ;a a d«airabl« ear.* »• 

#*«*• *a «ac*r«? <r«¿,t«r   ivolwhit..        .. in.« ixitnaor ;u i  J t*   i •. 

itali aai frr an arsarad ;*riod of tin:. > ih« athar haajt. h».>!v-r,   ¡, 

auntar a/ inatane«« anaitallaatiaa af k»««-»«w m§ laai »a a fiaal «ff»at 

ta «aaaaaiv« .^a/anata far taaanwlamy. 
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A situation as this occur« usually btca is« of depreciation 

of the rr\i valu« of technology in the cour«« of tiae on on« 

hand, ari or. the other bram» of inertes« of th« «hare« valu« 

ov«r the >R!M period of time. Therefore iff   let's mmy, th« valu« 

of technology  at  \r« O-ytiar cf a project haa b««a eetiaatad at 

500,00c \J3t «r.d thi» kne*-Mcw  h.aa b««n capitalised for equity 

ospitai constituting 5Qí of th« total carit»l, «Beh * sttaation 

hold! orljr for th« 0-year of th« project. Th« r«al valu« of techno 10,5/ 

in th«,   let's say, ?th year of th* project will he MM 900 er 

300,000 S, while At th« sane tin« the real value of th« yofk ef 

*h-j jo.   •   - »pi-.^l ef tr« coeipany *ey r*arh SOM 7 or 000,000 I. 

/abt*    .-.    /I  r«proJic«4 below shows clearly the Situât ion 

described arov«. 

Capi tali ziti or nf intangible riftite is therefor« ef a 

particular in^ortarn • and b«ionfi to th« most coaplieet«d  issues, 

part i calvi- -ihen ?.n «xW.si«« of a project is foreseen is the for« 

of capitali «at i or. of intangible rifMe tupaoMa to lnereas« the 

"apital of a fiven company* 

in - BcGRKaxDânoNs roa UBICO* ACTIO» n na rato or 
TRAISF» 0» TtOOiOlCOT 

Vlthla the framework of aravi oasi/ «eaerite« fladla*« aai 

eeneern, the ai «si on wish«« «e rsnn—siiá far eetiiiiargll— «f the) 

Terbi** (Jovernatnt th« follewinf t 

of 

1.     TM RM4 far ;h« esteblithMnt of a «ejenral «*•»«/ f«r th« 

rvjalaticn aal proMtiaa ef fWejlfi ««ehMkiffiavJ a** llsejasaa« 
traneaotiene. 

shsatt eeaeiaa tat «Bi*Unf facilities aal 

tee in the ftsvsra—1 «jet sight a« le««*«« at ta« KUi «try 

ef Msatry aad Tectse.e&r* Tafcl« IT Ém far tèe ci—sta ora* tea 

•f tat Oovermant the arresa sa* l«a*l lej sal of such a castrai 

lis* a*«««*/. It is «traacli rsne—eail«* that th« oeairal 

ilatiaf «fancy «ill oe«MU4**e «BaMiof ABM*ìOM «f tip Hinits 

•Hi J 



- n - 

•f STO, nimiary of riaa»et, mnim%rr or c,,,^. ^ ninigtry of 

Iadiutr/ «i* Tocanolaar. fli, coatral „^ 0ne9 i% rtart- 

f-^tfnU. «« o^Miae of *„, fpo. äU aM^mnimmA 4|||rt||rt|( 

•ill MraM total rttpoaaibilittoa of •^l^tint, tcrotaia« „* 

%Pproyia« of VT^nt. p.i.t- t. tochaolo» trmMftr. It ,hould 

oo »ntlono* that tooetfie UW*> •iililuo, my bo Mcurod for 
tho »ooth or*Mi«.Uo« «at prttif« i„%0 aporMion of weh »n 

»o ooatral «valuatia« W«*Mjr ahoul« in principi« IMiai th. 
faction,  f .11   «iHt^ g.^,^.,  é^rt.,^. ^  includt 

thO  foUowiaf fUMBtiOM   I 

Frooar eo-ortiarti«, af Urialati»o ^ .^.iiiirtiw 

proroauroa 1« ih. fi.M „ t^,rtiyt  toehaolo» troaaf.,, 

toi«» Lvaataaat, iatuttri.l prepari, uà fi.c.1 policy, 

Ifeo éaftaitia« of 0»»wirt »ritorta Mí r.««!^»« for th# 

«Itati«., mtali* •* ^r^., * f^^ %9timùle€f 

prtpaaalt. 

(•> 

<•) 

(«>    1kt U-rfiftc^o. of Oo^r—nt police „* ptoc^uro. 

it Mia flou al the lateraatioeel l«**i, 

<•>    trttfelita*«« « «rae» oo»>^.«^ a* oo^rrti« 

••»w «waiea*« MMtriw «Mr. e»eh unitati«»! 

(•) itctre olOMr «MMiaftion «ita ih« predittive uniti of «ho 

•«•atrjr, «pocioliMi tettoie»! eatm «al «airtnitiee u* 

»itt »«vial rotptntiailitiot la thtee e»tt 

of tao 

•m ko a «Ml fer tuo el«e«i«tie« * . .^j, 1^.^^ 

•«eli in fevor. tht enUuatia* ma apemi proci«,». 

• relatai te troaafer of totano le«/ eri*Me«eate. 

It it t*. fe.lt« or «fea tiooio. laM . M of «row« it 

»• «têt««* ttfieUftire amara«, b* u tat 

wwlHiliam of ta« feMtiaaa of 

tmm iejialojtlvo mmmm» ekeuU 

*• tat last-tar« taaaaolecicti miiey ,•»!• 
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Tho argen* need of upgrading ih« all) 11« of Oovernaent officials 

dealing with evaluating and «croo»,ir* of transfer of technology 
arrangement•• 

In this Ime, a itWIDO asaistaws is eufgested in tha organ nation 

and carrying out, consultation of a training character for auch 

•lovtrnnant official- ani at a    later stage for personnel of 

*tat" fî-onoBi'- enterprises a* «ell as of tri« privata aector. 

rt -m »ht o« also possible to prepare a tailor-aade fellowship 

programme for eaployeeo of central evaluating agencies under 

'IMITO guiare* in order to acquaint the« with aim lar offioea 

in other developing count ri «a like Weaioe, Brasil or Argentina. 

4. it ,8 aleo reca—awâod for the consideration of the Oovwment 

that the o en trai évaluât lag agency «rtll free the very beginning 

«tart intensive proactional efforts within state and private 
industry. 

The aia of sueh efforts is to gain support an« understanding 

within ind'istry to lone-ten» goals of Qovsmnsiit in ita technological 

policy on one hard and on another to acquaint aast Inf arsi business 

community that aeeaarss taken fcjr the Sever asset ara ia favour of 
thfl industry. 

It should be also anvisafad an a ion« ten that oaaa industry 

will reach a levai of — lf-dipendanoy, the existing re«« let in« 

and nortrolling ««asures will sjaat probably be not an/ aore needed. 

am^mmm 
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DSFINITIONS 

Pat«nt licence 

(a) K >r a  s • •••:'.'. •   "r-^oss equipment or  for the mar ¿facture of pro-iicts. 
Vh:-j coaii   ::    i vie   i   «pacific type of  equit-mant whose  errent iul 
element  is  pat «¡.tri;   or it could also  uo the refinement  of u.  process, 
which Baker; an existing proa tet more  salable. 

(b) For a specific pro: e et or method of manufactare Each  as a natal 
finishing procens to achieve ?. mors  functional t;rface quality; 
or it  couM =»iso lr.clwie a nothod of a more economical way  to obtain 
a certain nyi.thotic switerial. 

(c) For the combination of (l) v.-i (2) which usually result« in obtair.i.-v? 
a nor« complete and s»arxetabie product* 

Know-how Vreener.ts 

(a) These açr« ---i: «r wculd    anally covsr a specific information on 
formulasi  ^r-jeesvíj ata industrial techniques* lilis type of proprietary 
know-how co;'.a re/.^e frox * secretly held chemical formula to a 
spécial man uactunng technique that has been developed by the 
licensor» 

(»)  It eouli ai-jo ce usel in cei.nection with licenses covering patent 
right». This type of agreement is sometimes referred to as ••Licence" 
contracts,  which - ;i¡ also cover a licence and/or engineering fee 
(know-how fee), a process royalty (normally payable on continuing 
bases) and tho terna and conditions related to these iteos* 

Technical Assistance Agreojments 

(a) Ifcssa agréèrentu could include the continuing supply (during the life 
of ta« agreement) of scientific assistano« to the licancee; technical 
•enrices as well as training and management assistance. 

(•) Hies« agreements are usually embodied in licenses, which involve the 
transfer of know-how* 

•fes&SaäL-ki£«ni££ 

cover certain registered and wall known proprietary identification 
ant can bo entered into with or without patent licenced and know-how 
Sfr«—ente. This typ« ef licences oan als« be handlsd in documents 
••parate from those covering patents and know-how. 



•>-NK<        I     (cont'd) 

"^rolu   ivo I :""ncr 

. :.is it  -      ..-«««:•   ,, 1#r w!lrh all ri,Mt (exc«pt  le/jal  title) 
aie tr.^r.  i en •..   to or.;:  iicor.ceo for a £iv«n territory to 
mar.-if act if,   ;se an/or Sell a product. 

•I     '   ::Cn. 

Is the ri-'i-   »cTuir»! by a liccnc*« to grant euch a lie «net to 
• tmrd ¡v. -t   . 

Pro r.ght  to mir-1icen«« a riven tachnology atquirad fro« abroad 
.Ud be  •.-.;/••.    a  .      r.t  prisant  and futur« activitia« of «at«r- 

ris«., in   .V  H    --JC.UO  it would «nabla thaa to «stasiian 
hiinil r  i:;; ,5 ••   a activities la tha ooaatry one« this toarnology 
*%« br«n Hot--..|Ei.fuliy • ipieriont«d «ad provento b« a succassful 
I .oir.   ;E      >r.; u'^ • 

•>anchi. « «iar.s  i contract oa agr«aaant betvaan two or aor« 
••reoQ« by  which   : 

C»>    • franchia««  is granted th« right t« «nfafa in MM buaia««« 
of offerir^,   sellir* or diatributing goods or »errico« nadar 
a aarket'nj piar er ^rtm éoacrlaad ia aubatantial part by 

(b)   th« or-; .ti>n ». (he fraachiaa«*t tmainaaa praeently t« 
such plan or  ay «ton is atbstant tally aaaocictad with th« 
franchisors trad« mark, «orvic« aark, traéa aaa«,  logotyp«, 
advert j^Lr.: or ot er oomnercial syaool designating th« 
fran-'iiuir or  its affiliata» 
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tornir.   :;.VEST:"í-::íT K::Xü:!AO£:3;,'T L/-.-.< 

La« No   t   6224 
Approved  on January   '6,   i'.M 

SUüoEJÍ   Oí' ÏÎIE IJW 

ARTICLE 1-    This Ina  shall  apply to the  forcier, capital Imported 
i   into Turkey and to loan« r>-ide from abroai by the decision of the Foreign 
j   Investment Encourageant Oc-nittee and the approval  of the Council of Li- 
*   ni etera,   provided that tV;   • nt^;pr:eo in which  the  investment shall b« 

i   aade : 

\ a)    will ten-I to ¡r^LOte  tne economic development of the country 

b) will opsrate in  a field of activity  open  to Turkish private 

enterpri: 03, 

c) will entail  -*j  aunopoly cr a special  privilege. 

"The Fore   n Inv .t^ont Encoura^enent Coeaaittee", referred  to in 
this article and ostati i.:i.ed according to Article 8, will hereinafter be 

referred to aa "Tas >~r > ttees". 

F^REIGi; CAIITAL BABE 

ARTICLE 2-    For tu*  purpose of the application of this Law,  the 
tara "Fareisn Capital Base"  shall cean the BUB of the valuta assessed 
and flxad in the marner described hereunder! 

a)    The) followinp items imported from abroad for the efficient 
e établi aha» nt, expansion or reactivation of an enterprise as envisaged 

by this Law  : 

L-    Capital in  the fro« of foreign axcbange, 

2-    Uachlnury,   equipment, instruments and the like, machinery 
components spare parte and materials and other necessary goods apprwed 

by the Cornaittet, 

y-   Intangible) righta such ao lioenses, patent rights and tra- 

de marke and services. 

*-    Profits converted into capital  thrown reiavestaent in ac- 

•oraaaae with article }• 

mJmm 
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b)    Tli-.'  cx¡crt^ Eclectod by the   Committee will  assess the va- 
lue  of th?  imported  capititi  1:;  the   fo.'u of goods,   Services and  ir;tan¿iblr 
rights and will   '-tirnin:  whether these aro  foods a.:d va lue 3 imported 
for the purpose of  the  e:.torpri.t; appivv?d by the  Committee. 

The assesBracr.t i-.ade  by the experts nay be reviewed and aodi- 

fied by the Committee. 

The assesaent  shall he Dade both in the currency of the coun- 
try of origin and  in Turkish currency at the  official rate of exchange 
prevailing at the  tiae of  inportation. 

The rifht to ...ppoal  nrovided for in Article 8 being reserved, 
the decision of th? Cor.-:itte? v.ith respect  to assessment shall be final, 

îŒîinzcz.£\7ï di ¿»HG: ITS 

AÏTICLE 3-    Of tne pni'.ta realiaed by an approved enterprise un- 
der the tax laws    orce, the aev amount accrued to the owners wf the fore- 
ign capital base nay be, by the dtcisión of  the Cocaittee, reinvested 
and added,  in «hole or in part,  to the basic foreign capital or invested 
In SOM other enterprise meeting the condition« of Article 1. 

TRA»Sïi.R O? PROFITS AKD CAPITAL STOCK 

ARTICLE *-    a)   The following profits and capital stocks are en- 
titled subject to the provision« of paragraph (c)  of thÍ3 Article, to 
transfer abro id in the currency of the country fron which the foreign 
capital base originated and the prevailing: official rate of txenaag» t 

1- Of the profits realized after Decea'oer 31, 1953• as deter» i- 
ned by the tax laws in force,   auch rot amounts aa accrue to the owners 
of the) foreign capital base. 

2- Ta» share of the ow.erc of the foreign capital base in the 
proceeds of the aale, within reasonable priews, of assets in cast of par- 
tial or total liquidation ef nñ enterprise subject to this law. 
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5-   The proceeds   ,f   tu .ale, -»ithin  r-iasoi.itlo pricey   of part 
or tho whole of the   fo.eirn capital base   of  ax. enterprise  established 

or in operation ir.  -iC-cr --anc«   viti,  this   la-,-. 

4-    The principe  of  ar.a  i;:"or.r.t   or.  a  foreign loa;,  contracted 

accortine to the i-rovis-   r.s   of Artici-   6   oí    chi a lav;,  wUr.  duo  undor 

tne terou» of the loan A;.r--ori-;r.t. 

b)    The rdrísory oí   ïir/.r.ce or the  Oomnittoe may,  if  they deem it 

necessary, order ; 

1- The ins-fcotv.r,  or tht books  of  account and tax returns of the 
•ntsrpriee subject't,o t-,s  .aw, it. order to dettine the amount transfe- 
rable in aocorclauco   vith -ubpararraph 1  of paragraph (a) of this Artlt-1«, 

or 

2- Investitati .:.  of th* tonn fide nature of sales shares and as- 

sets and of loans  to ar.       pr v*d -r.terpris*. 

e)    The Liiniatrv   ^f riiai.ee shall issus upon application the 
rsauiaite pcroit for tL   ur.r.afer abroad   of profits,  sales proceeds or 
the principal of a:.:  ia--^.t on loans that are eligible for transfer 

under parssrmph (a)  3- this Art icio. 

TRANSFERS OF  SHARES 

AKXOLI 5- a)    The Ministry of Finance shall exscutc, upon rtqu- 

est, the Mlesins guarantee, upon stock shares or stock «^"*"»"; 
refiatsred on the books cf a Turkish corporation, that representaba fo- 

reign ospitai base as defined in Article 2. 

•Ths dividends of  this stock share are inioediately transferable 

into  .... (ïorsieix exchange of origin)  at tho officiai rate of exchange 
prerailing nt tho date of transfer, on presentation of this stock share 
of stock certificate to the Central Dank of the Republic cf Turkey or 
its authorised representativas abroad. The proceeds of the sale of this 
.took shart or stock certificate or that part of the proceeds of the 
realised value of tho asset, sold in liquidation, to which the owner of 
this stock chare or stock certificato is entitled, are tr.nsfsrsble at 

.*» 
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the official rate of exehanre previilir^ at  tho date of trenufer, into 
,....  (Foreifn exchange  of origin)  ir. »ccordar.ee with Artici« ^ of Law No; 
6224 of the Re put lie  of Turkey. 

Minister of Finance 

or 
hi a authorized deputy" 

b)    Registered stoc^ sharie or stock  certificate» bearing auch 
guarantees shall be freely tr*r 3Îcrablt,  r  tween parsor.3 of all nationali- 
ties both in Turkey and abroad.  lefort   the  sale of aueh stock shares or 
stock certificata*  to près -it thee to the Mniatry of linanee fo» tao 
cancellation of such t'uarantees whetaer cr not now stock share»  or etoek 
Ctrtificates are issued to replace thee. 

GüARAii-:¿5 01"   LOAiïS 

ARTICLE 6-    a)    Tho Unintry of Finance is authorised, subtest to 
decision of the Council of Uinis-erti,  to provida its guarantee»  »gelata 
security or bail,  Tor an amount not exceeding 1 billion Turkish liras, 
of the principal of and interest on a foreign loan to an enterprise ful- 
filling the requirements of Article 1 of this Law. 

b)    Such guarantee shall auttonatically lapa» with respect to »of 
part of the principal or interest of a lose so guaranteed that bas been 

repaid. 

BIPLCYiENT Of ALIENS 

ARflCLI 7-    a)    The eenditioa« and prohibitions of Law» Ne: 1007 
»ni 2818 »hall not apply, during tha period» of surrey ign, ereotios 

and operation ef an enterprise established Is steorsAM* «Its this Is«, 
te »lies» investing in such enterprise«, to »lien representatives of «ass 

*- "' **» -^     -      * * ^ 
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investors and to alien experts,  forenen and  OU^.T skilled personnel   for 
such period of tide BE  the Cotimittee certifiai  is ne-'issary to  the  effi- 
cient eatablioh1. .:t expunüior.,   i .¡activation  or opeiutici of auch •enter- 
prises* 

p)    The above  provisions shall also apply to alien experts,   fo- 
remen and  other shillod  ;;<r. onnel employed  by sue:: conestic enterprise.** 
as do, in the opinion of  the Coar.ittee, ceot  tne  conditions set   forth in 
Article 1  of this Law. 

o)    Aliens employed   according to the provisions of this Article 
•ay,  subject to the prier cor.3t.-rit of the hiniatry of ¿ina.ice,   transfer 
in the currency oí  their own respective countries and at the prevailing 
official exchange rates,  th*t  part of their earnings as are stipulated 
in their respective contract  of employment,   for the taaintenance of  their 
dependents and for their normal savings. 

FOREIGN  INVEST!.:&? SHCCJILiGSLIirT CCKMITTEE 

ARTICLE ft-    a)    In order to carry out the duties provided for by 
this Law,  a Confitte« is forced under the chairmanship of the General 
Manager of the Central ¿ank of the Turkish Republic and consisting of 
tho following members:   the Director General of the Treasury, the Director 
tenersi of Dones tic Trade,  the Director General  of Industrial Affairs, 
the Chairman of the Board of Research and Planning of the Ministry of 
State Enterprises, and  the Secretary General of the Union of Chambers of 
C cerne roe,  Industry and Commodity Exchanges.  In cases where it finds  it 
necessary,  this Committee may ask for the opinion, on an advisory basis, 
of repreeeneativea of other ilinistries ~nd institutions. The Committee 
shall givo ita decision on any application within 15 days, at the latest, 
at* «heir submittals. 

Tho Director General of Domestic Trade will act as Secretary Gene- 
ral of Cosalittoe. If necessary, the Committee nay be called to a meeting 
ay the too rotary General. 
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Thü iv::iun¿rr.tj.oii  to   he ; ti.,  «o tad  Jhai^.an   u»d ae;. vra  oí the Cot> 
cittee, \.ill bt;  fixtìù  by tue Council of Ui&ist'.i ». 

b)     Ar.y  dcis'On   -f   th>   ..'o.T.iittoo  •  *y be   nprltalod  by   tho  partiva 
concerned  -Aitili.;  5C ai-.-,   .-«.o  fro-   tv  -'.••ti   oí*  t:i ;  notification thereof. 
The  coiap'jtci.t authority   t - c-..al   nth     »c^   a; pe •.!.•   i.*; constituted by the 
lúiniaturs o.' w.«üic.  '..co.. :.-y a.V.  Zocz -.reo ant l.t.it .•  hntjr; risen. The déci- 
dions of  this authority  ,ir»    fi:; i!, 

AP.TIJL- 9-    a)     Iho : i.iis' ry of fcconony   md   inaerei anali nave the 
authority to order rclc.is     froa; the custoiy of  tu.  cuaton- of foreign ca- 
pital inportcd  in kir.r   accor«':r<\ to th~ d cisión  ai  the Coanittee. 

EQUAL  I-J£AT..iiiï 05  DùkÏÏoTl'J AKP ¿CI-l3tOt CAPITAL 

ARTICLE 1C-    All  riel ts,  iinnuMties and f-icilitioa granted to do- 
neatic capital a;y:  ontcrprise-. óí.-ill ho  available,  on equal terni,  to 
foreign capital  u*A eriterpr ¿OL  eufafr-.d  i'\ tht:  car., fields. 

ARTICLE 11-    a)    All rights .^ranted to the investors under Article 
31 of Decree Ko 13 issuöd by authority of Law Nc 156? and under Lava So 
5533 and tho 5821 are horeby proBt.rved. 

b)    Investmente i.: vio under Lav; Ho.5921, bet cea Aupuit 1 at,  1951 
and the date on which this  u.itjra inte fore, ai:ill benefit fron the pro- 
visi oaa of thia law. 

EEFSAL Ol  iORLÜR LA 7 W 

ARTICLE 12-    Law To:  5621 ia har-îby ropoaled. 

E??ÍCT1V¿ DATE 

ARTICLE 1J-    This Lav/ shall be effective fron the data of it pro- 
mulgation. 

1ÊÊM 
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ARTICLE 1^-  Tho Cou:.cil of Minister:; i:; <:).-> Br/A  with ti 

c»««nt of this Lnw. 

enfor- 

Note : 

Th« chanc« which ;. •;- b-.-r. ;:,'dc in »h*  Lu/ lio: 622^ I y the; law No: 955 

Articlo 6- The Cor.uitteo ,»hich was formed by artici': 8-(a) of the fore- 

ign Invtatmunt I.YiCOiiraçer-.::it La:/-Ko: 622'; and lot >u January 18, 1954 is 

hereby «bolishad. 

The duties rhich have l^er viveri to the referred Coirai ttec are to be con- 

firmed by tho State ?l_u-nir.* Organization. 

The final authority.' which is referred in the concerner! Law is the Kiçh 

Council of Planning. 
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