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LICEISING OF TECHNGLOGY 1100 THE DEVELOPILG Qumﬁlbu

4 significant Tezture of the current international economic scene
is the cxtensive flow of tec nology between n-otione. The transfer of
technology hzz heen very extensive and ic rapidly increarsing zmong
corporations in industrizlized countries, but such transfer is also
taking place between the ind‘uai;mal enterprises of developed and
developing countries. Technological development often accompanies new
investment opportunities in developing countrieg but the fomm of
technology trensfer that is assuming much grea‘er significance is the
~ mechaniem of licensing. :

éefi&ﬁﬂ tmﬁd teaaxﬁs g@eauar economic ° .ﬁe;wmianee, & tremi that is
ing muiber of ragulatmnﬁ aﬁ‘eﬁmﬁ the extent

ﬁ@i‘sal has been inve: ,i&é, 13.1‘3313 E;g xmlii-aatmmz aarpsratm:;s,'a;ﬁﬁ 7,
- together with this capital came a s;gﬁiﬁ%aat flow of technology.

During the lest decade, 'hé%«te?er, many developing countries have
become increasingly snncerned about the inherent custs of such invest—
ments, not only in tervs of outflow of p-ofits and dividends, but
£lso in the form oi roya.it)ews, know-how {ees and payments {or goods
and components imported from parent comp.niesn. This concern has given
rise in many developing countries to u feelins thet ownership ~nd
control should rect with loccl naticnals se far as poseible, This
feeling is reflected in t'o ~rowth of doint veiturs: with minority
foreign participaticr, sccordinsly, tiere 1o 2 trend towords z chonge
in the form of [oreisn 1avectuent 1n ‘ese counirics. [t appe.rs thot
foreign investment, in theemext dec.i , 111 :nereasinsly hove to e

in the fers of joint porticisation oo lec.l nductiricl cnterpricoas,



Ancther trend with resrd to

COTRLIL avestoent L the srecter selecte
vity buing exerciced 'r;y most developines n: ations, po rticuiarly thase
that o

ve “ciieved & highey level of industrial de svelopnent,
.11 these considerstions may result ia o percentage iimitation
of forviim heldings in new priects or in -

% grodus: reduction in the
foreiar eguity holdings of exi gting loreizn subiidi.ries,

e

In severul develeping countries such

28 Mexico, Iran and India,
wajority foreign

ownerchip is not normally permitted with ragpect to
. ney xmﬂ&ema. In Indir, for example, there iz also a list of

Ji&é&&iﬁa& gij%s w&xgra fare;gg technology would be wolcome but where
e , : tion is allowed. It should be noted, that
; m@aﬁﬁgﬁt aries frez% count ry 'iisﬁ

: 4t e ﬁﬁ% our ;n%%at to consider the qﬁﬁlif&%xﬁ\
l&#gliﬂ?tiﬁ}ia af'ﬁ:z‘s*igﬁ investrents in develeping
it should be ﬁ@m;m that & couniry!
imﬂa&ﬁ is bmm& to have conzidershl
foreisn %vﬁmlﬁgy will be acquired in

countries, However,
& policy with regard to foreion
e igpact ou the mannep in which
the future,

II} rﬁﬁ;}aiﬁ: of ’Eeahnﬁ}_ag,j agreemente that wre aot linked to f’{s!“iga

oping countrics tend to %xﬁ?f‘iéé ﬁig&xgr éegm of

In this m&tii}ﬁ, é@&ﬁﬁ m&iﬁg
veloping ccuatriss in csteblighing
stitutional framework nesded for
¥Mere specifieally, UNIDO's .

sefietnce in this fis1d s oriented towards

the ersstion of a mechanism 1o perTorm both a regulatory and o pro-

grest ﬁ»?f&ﬂs& 10 28818t lpw
® necessary conditions and ine

the requisition of Toreisn technology,

motions]l Punetion ir tie procuremsnt of fepci.m ie:c}mr:‘alrsggy through

liconoing. In thig context, 'WIDG heos beor recuented to sz

Case=ly=eoge avalustion snd serutiny of

srono Lotnle acreomentg,
Lo 211 o0 UNIDOY - tiopnicenl - L8t ones pre s inotaie Tyeld,
Cordoulonalveis ag proves ling condition rdotechnelesmio pow
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technolozical requirsiments nodurc!ly vori o o rot’y Srec o oatye to
country, depending tc » coneiderabic extont ~:rh gteses aad lovel of
industrinal growth.

The technological recuiremenis of develooving countrirs generally
involve the acquisition of composite or packaged techmology., The wcope
and nature of technological requirements o developin: countries demend
s wider spproach thut extends [ar beyon' the direct transfer of
patented or unpatentcd know-how. Accordi vgly, in the trunsfer of
technology and know-how the developing éafmtriﬁa, various technical
requirenents for the &ﬁ&}imﬁ 8 %11 58 oy the %gg:%t;a:; of
m&aﬁﬁ;& &aﬁg&ﬁt%a s%smi% be tuken into accouat.

_The %m&ﬁﬁl&g&&i ! mﬁs for mﬁ;@mﬁa e&%m ses in

Miegiag mﬁﬁ%a iﬁ%liﬁé nm or &ii of the followiaz gam%ﬁ*

{a, Pr&-izz%ﬁmnt studics izzvlaﬁmg pmymziafz of &
detadled project report (IPR);

(1) Basio and detailed engingering including preparztion
of machinery speciiications, plant drsim, fuctory
lammt, ete,:

| {0) Selection of equipment, plunt const ruction, &nf:ﬂa@
and instolilrtion of mechinery and & etrri-up of plant:

éél} ﬁm&s ‘§f§m1§5§; and i L

! Fﬁ?iwa ;mimimg ‘tmﬁiﬁg

Throuzh o v,fe;ésamg%é eppro-ch to the soquisition of foreiem
teohnology, the developing countrice oan emmure thot toc flow of
technology is ¢ dequate to moct their bosic needs for industrialimation
and can dircet this [low to cover their ma jor technological and

production gaps. Enreover, they would be able to be mmre sslective,
choosing technologic: that are oppropriate to the necds of their
e&aﬁﬁiés and mecing thet such technolomies are somuired ol »

reasonable cost nnd on torme and conditiorn .

at tie seme tirmg, the degree of technoelomesl dependence of
developins countrier has to be gradusily reduced. Greator offorts
will have to be m=~d toworpds adantiation ond Lovelomoont of acquired
tcchnology 22 well =3 townrds bue v tron of o Loeo Tor indiyonous

rescarch and develon col rotyiv i



«ll those ob Jectivis ape diffiecult to weet, wnd

some of them can
be reelized only after a longy

period of time, To attain these goals,
cdopted by the g0V M-

It is ths responsibility of such

OOWOTE suffi cizantly comprchensive

of foreien technology,

éven partially, a co-ordin. t.d approach must bhe

ments of the developins countriazg,
governments to desi 1 o policy Ir
to cover n]1

aspects of the acquisition

In most developing countries, the commercial comsiderations for
the accuisition of iforeimm technology pley only - secondary role to
poliecy issues relatin. to fureign investment

8 OT general comtractual
atmng&aems for the eetafbhshmnt of individus) enterprises. longw ,
a8 the mechanism through which it
: saffinivm sxguifiaaaﬁe to merit a kne

,%*tﬁ*ﬂ@%é!‘i}!i%& basis, *F&e m@& ; Y
to obtain modern teshnology on the most

often than not quite Mﬂleﬁ@a&e ehout
their market and jts potential, However, the cost-benefit analysis

agplieé by the local antreprencur relsten primarily to the @mﬁet
of a £73 it ‘

&AL

favourable torms, .re nopo

- u , the mes’t&é degroc of profitability, :
. fmmnmrm ecwentix]l for the suocessful outcome of sny hwimu
venture, hut f’m the point of via:- of a gmrgma;ezxt of a m&&% |
- country, it is iﬁ@aﬁa@k thot wider Socio~soonomic considerations be
@&kaa into ’*W This leads to » & degree of Fegulatory control so
that the acquisition of o partiouinp technolosy, at a given oost and
under certain teyms and conditiong, is in confermity te the overcll
interest of the nation-! economy, It is therefor:
£0Vermment of 5 davelspmg ceuntry sdopt
this questiog 80 that it erp firet identify
ga03 and then formulat.
technolory contracts

necessary that the
- Co=ordinited approach to

certain te chnologm cal

a policy Framcicrpk within which individual
con be nejotiataq,

In countrice where thare

ar: considepabie .
exchange, the regulstory fuaction ciould be excereised in such & way

Loyl

“ would be b.oged largely

ritations on foreign

18 tn sneure thet the technology ¢ 4.




on locul input, Trom th. dovelopin countryc o poiat of vioor, th.
objective 1a to maximize the lec:l coatont ef -~ nutacture within the
shortest period of time, oand in come cosos *hig somoet tonde to be

overwenphasized, Howover, foreir: licenrcore should t ke into zocount
4 =

the fact that the tochnelosy to be transforrad should preferably be

related to =n inercase in loc:l manuizoture, On numeroun sceagions,

government oificizls of davelcymh countrics hove oxpressed their

concern about the mf@vuﬁm‘bl@ conditions they have to meet to obtuin
foreign technology nnd about the limited possibilitics of sale{?tzfg‘ ;

teﬁ%@i&gx% 1ihet ave well sdapted to their lecsl necds snd conditions.

- Pur h@mn, thesy arc %mabia& over %ﬁms }*i‘mﬁamzﬁs such o# mstg-ixztive

“i} &&ts& 1;21% M@ﬁ A nani: imﬁe of LHIDD on %&egg wih ;ez@ts,.

’ ~ e maima%ml proviegion that rrobebly covcorns sest i the one ‘
%&a‘% proiibits, limite or conditions the sxport of products mmfae%m&
undey - izaﬁﬁee* and althonzh it 1o diificult to Qraw ’%I%i.}"‘i ruidalines

in this respeet, it is cmsenticl $hel the owners of tw&ﬁﬁi&g{ adopt
& more flexiMle : tﬁﬂﬁég on theeo ?«%’iirﬁg |

Fas

'V#é; %&g %wgz%é% countrion! %%Z“’% cxpericnve with

d *Eg te@s&i;‘ liconaing will bawve » delinite bearing on %;i'if%
future pattern of internationsl licomsing, Thyoush carcful studics
conducied by UNIDO and other U orpani:-tions, we have observed that

certoin basic changes are takimg plac. 0 the spprosch of developing
sountrics to licepeins of forei;» t .chnology, *

Apart Irom the incressin sworeseze of too rols of forcipn

il

technolosy and investont, woay dovo topir countri s ar o oxesinin

the 1mplicatione of the zccureition of fepoym tochnoiory much nor

thorougnly than in tic past, The pricorr cctiers of erncora to th

developing countri o oy Lhe Lo wiiel hor on fIhet oo thear

natiocnnl cconoay,




It i1g Lonertant Tor fcrclgn componics interested in licensing

thoir technology to be ow-r. of the signmificarce of these chenges ~nd

1o understand the points o view ol the developing countrics, To che

extent thetl potentizl licensors are awere of such ivsues, licunse
sgreemente are not only more practicahls to cnter into, but are also
far casier tc implement,

Although the flow of technology to developins countrice can take
‘place on an aﬁ%@rpnseutmﬁeryﬁsé besig tmgzh muma neIu3y iy
sﬁii stild &&Q%ﬂé ia.rﬂcly on trz& éwmil climate and iaeii@? framm,

| wnﬁmi, is at greams fer Trom ;gkah 1‘2{% re}k{«t;%iy %fesaa%:er posit
of ;}mﬁﬁésiwr 11&«;13%3 is a@%ﬁ‘:&:ig}é by the am@gwwt& neture of t%a
te ehﬂe&s@ that is sumaﬁj recuired,

Izs z’ﬁggms% ei the r&ffiﬁi‘si{%iﬁﬁ oi fﬁm n tﬁf‘sﬁﬁciagyi the vole of
the government s af‘ the 4 vg‘}@mg sountrie: will e = éﬁtfzn&;&it}&
factor in 1 @@asmg tran ;

in the 8%%%%1%%%%&% éf" such ﬁgﬁi;ﬁés m ‘Ef izein diﬁ%z *E:s ﬁ’&im a

hala;;% bf:‘&%%eéﬁ their rgmlatsry and their promotional ;mﬁzmi ,
ilore spucificelly, we think thet the inflow of technolozy should be

gncoureged and promoted so wo to cover the gaps exigting in the
technologier.l field in developing countrics,

tn fact that sel:ectivity is 2011cd for in regpeet of the nature
and cost of such trensier sheuld not dotrict Tron the besic prineiple
L]

thei developing countrics Joeeutly need tochnological know=how in

verious cectors of industrici otivity ond S0 ¢ sdogunte measuras
should be taken to e1 st o regor tive chmosvaere foer petential

- T B - e
Lreccusory ¢nd inveotors,

S—




He are sonvinced that the inflow of technolagy wil) play ~n

important role in an accclernted srouth of various industrial 8e¢ctorsa,
de recognize th .t the trenster of knov.~how eng fechnolopy through

licensing v 1i ho one of the deter ining Tactore for the indus*»iglje
gativa of devoloping countrics,
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