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INROLUCTION

The Meeting of tne Expert iroup on liccnsing Practices was
tonvened by the hxecutive Director of 'NiDo and was held at UNIDO
Headquarters in Vienna trom 23 ugust to 1 September 1972,

Twenty-two cxperts rrom 14 countries and from the World

Intellectua! Property Urganization (WIPO) to .k part in the
Nesting.

The Meeting wac opened, on behalf of the kxecutive Director
of UNIDO, by the Director of the Industrial Technology
Division, Welcoming the experts, he expressed the hope that in its
deliberations the Expart Uroup would be able to reach conclusions,
suggestions and recommendations which would assist UNIDO in orienting
-] its future programme ¢f work in the field of international licensing
and in defining the role of institutional agencies to be established
at a national level in developing countries for co-ordinating, evaluating
and approving foreign licensing propesals.,

o Enrique Aguilar (UNILu) acted as Sccretary of the Meeting. The
E following persuns serve' s mui' . ,° th. Expert O~ ipt

K. D. N. S.ngh (India), Chairman

Roger Harben (WIPO), Rapporteur

Bduardo P. Amadco (Argentina)

Venkata R. S. Ami {India)

ludwig Baeumer (WIFQ)

James C. Cain (United Kingdom of Great Britain and Northern Ireland)

Kola Daisi (Nigeria)

Joseph A. Di Pace (Netherlands)

Atef N. El-isab (Egypt)

Nobammed El-Haifawy (Lebansn)

Marcus B. Pinnegan (Unitod States of America)




Samuel Giembock. (Argent, na)

Eberhard Guenther (Fedora. Repubiic of Germany)

Hubert A. Janis:ewski (Po ang)

Alesandro Nada, (¥.x -

Oav Naper (N rway'

Saburc Ok:tu {Japan)

Hane Thomsen {N-rway)

Alexander Vida (Hungary)

Bdward . wWhit~ (United States of America)

Cyri) G. Wickham (United Kingdom of Sreat Britain and Ncrthern Ireland)
H. Wiilinger (Nctherlands)

The discussions of the Expert Group took place in working
sessions based primarily upon nine papers prepared :n advance by

some of the experts (se- anncy ),




RECOMMENDATION S

At the conclusion of 14 g4 Stussion, the Expert Group
adopted a number of sum;estix.»r;s and recommendatioy, - which had
arisen from the discussiong 2f the Papers submitteg during the
working sessions.

1, Matters Recommended for Consideration by Uovernments of

Develogigg Jountries:

(a) For the purposes of facilitating the importation of technology
and of ensuring that such technology 18 appropriate to the needs of
the oountry ang ig acquired wunder reasonable conditions, &overnmental
support, advice or regulation, or a combination of these, is required
in dcvoloying countries;

(b) Por these purposes, appropriaste institutional arrangements
should be established oy atnngthemd;

(o) The functions of such arrangsments can include:

(1) tne identification of technology suitable o

the stags of development of the country and
its development goals;

(i) the 8earch for alternative sources of guch
techno) ogy, anl the Comparative evaluatjon of
available technolog;

(ii1) the establishmen of midelines con~~rnjng
the content and the conditions of lioence
aAgTeements, or the a&pproval of such content
and conditions, taking into account the need
to foster and protect the growth of natjonal
technological skills and servioes;

(iv) the encouragement of suitable foreign techno-
logy sources by establishing a favourable en-
viromment for Iicenaing;

(d) Such Arrangements should be Closely linked to, or sould inolude,
institutions for applied research and development, tonsultancy and
tuxuin‘, including training in management skills; theme institutions
should, in turn, be closely linked with induatrial production units,




(r:) Me nature o tre Inetitutional srranse.conts to be adopted,
1ncluding tne balance hetwser mandaiory limisiation and administra-
tive powars, the deprec of cenira’ gzalion, the metho 's of channelling
information and serrsec. ihe alivvation of responsib..ity for
negotiation sni whe porsiniiaty of internationa) co-operation will
depend upon the tradii:ens, 1ndustirial wisucturs snd stage of de-
velopment of each country: v examining the question, the experience
of other countrieg, including those W& th d:fferent economic and

social systems, wi 1 oe ralevant;

(f) Government policies relating to acceptcble ievels and con-
ditions of foreign participation in the equtly of national enter-
prises either resulting from direct cach investnent or acquired as
compencation for the ‘ransfer of technology, shouid be made clearly
known to potential licernuore and licennees hefove projects are

negotiated.

2. Matters Recommended for Considermtion by Licensors and Licenmees

(including sovernmental institutions having an advisory or

regulatory rrle in licence negutiations):

(a) The guegtion of paswmible participation by tho licensor in
the equity of the lirernsee, and the proportion of such participation,
should, although :r 3ore i-cumst: 1ces arn inevitable link with com-
pensation for thr licensee must be recogr.ned, he pva.uateu and nego-
tiated separetely from the evalustion and negotiation of the licensor's
reasonable return from the transfer ot his %echnology, taking into
account botn the possibhle nenafit to the licensse 1n Bome cases of a
finanoial commitment on the part of the licensor to the success of

the project and the applicable goverament volicies;

(b) Licenczors aud licansces should rmake themselves fully aware
of the objectiven and limitations affecting each other, 1including
those which result from an analysis in business and technical terms
of national development socaluy pariicular attention should be paid to
the riske for deve=ioping couniries of acguiring, on tvhe one hand,
unpreved technology and, or ihe other hand, technology likely soon
to become nor-cimpetitive; *he fui:est possivie use should be made
by tre licensee of national ‘schrcliogical redcurces, including

epginecring consaltancy:




%
3
m}

(c) Separate cernanants of 4 transrerred tecnnology "package”
should be sep. ately priced 1in the ‘iconce agreement. in order in
partioular to difierentiate uetweer propyietary ena non-proprietary
componei.is with a view *o clam fare tle poesitily ies of further
use by the licencee,

3. Matters Recommended for Astion by UNTDO:

(a) Advice and practical assistance will be nceded, at least
temporarily, by developihg countries in the establishment or
strengthening of their institutional arrangements for the selectionm,
acquisition and use of appropriate foreign tuchnology; in particular,
UNIDO could aseist developing countries (i) in the development of
national expertise, ircluding expertise in the nsgotiation of licence
agreements; (ii) by emtablishing a technical information pool 1in
order to provide informatic.. in selected fields about alternative
sources of iechnology; (iii) by furnishing information and ApPIOprie=
ate references in respect of marketing, seneral buginess consi1dera~
tions, financial analysis and investment support;

(b) Intergovernmental organizations could 28315, possibly by
convening meetings of governmental experts and preparing working
documente for such meetings, in long-term strategy planning of tech-
nological requirements for economic development, including regional
planning where appropriate, wit a view to increar ng tlic national
technological input to projects;

(¢) Guidelines should be esiablishad to provide a framework

within which reasonable licensing conditions may be negotiated;

(d) UNIDO could play a part in making known to Licensors and
to licensees the reasonc for the attitudes and demands which, .n

the absence of knowledge of those reasons, could appear unreasonable;

(e) Further study should be given 1o the establishment of legal
norms relating to restrictive limitations in licence agreements, with
the aim of assisting in the acquisition of foreign technology on
reasonable terms; for this purpose it was recommended that a working
group be set up to study the question on the basis of documentation
to be prepared jointly by UNIDO and WIFQ.




Iy roack o o o f oo atty e oo reperty Group recognd zed that
Neencin:. niae .o 0 w0 i Luab tne retivatie s of licensors,
of licenscar ang uf devoic, o o - C.r o loud g . wontrotling
che lieruwyvs o0 7o CLowm ity aefore hotr the papers sube
mitted and the ircureioar boord o per Lt oxueaet L policy factors
affretins licerag trast o, e cose net Jimted to questions
CONCAYTIATY, Al p" Z awe? “uo i 0 i care. e kxpart Group also noted

that a publisctiorn niiv.~ Caideiin o or the woquisition of Foreign

!
Tachnolozy with Snicisl etires ne Lo L;cens$n;_ﬁireements—/ was currently
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beine propaved by UNILD, vt ernrose s tne hope that certain of
its supsgagtions ard oo ol iCan STl b taken intoy account in

tha finalizotron of {hat rturty,

Several o7 oo i oesitted Lo the meoting contained
cpectel cuzrentiong codntic L onneapraate cantractaal terms, In
1he Aiscusrniens padictars LU cotbron was directed to conditions rela-
ting to the naciaral lev piverions o controct, the obligation to
compunicite inCorwmiion oyt oo ding: o improvementa, the risks
LPLSINY Trom irSmines sent o7 e od pariy riehts and arbitration pro-
cedurng. .t wor robea Lot ttouo muotersr would be token fully into

account in She (0 Coouol o o ored e abaro.

Tha Teoadt Sroen Lecnn cnead at UL should ¢ ouve con;iderap
Lion 10 meawns 2% achiovViae Lo it oodiewotl i LUe pape.s submitted to
the Meeting, ia ot r e CLyoohig satkhor tavings into account the
diceusciont ot vhe Moourmr ro0 0 nesny sould include publication by
UAIDO ard publicction on puv ousicaal journal se I'nothis connexion it
vag notad Lhat nogobl o onn Yetween licensors in developed countries
and licentswzes in deviiipl contrier could te grestly Cacilitated by
a profound kaouleodpe oL the ovrotives 01d Lismitrntions involved, and
that in particuiar thoy: v o l1ze% o puvliched informnation concerning
vhe detatls of —vch ob ‘wetives and lirutations a{fecting developing

country licenuesy and tneic Tohoceramonts .

The Fxo.ry Ty, w Jotrocted oy IO, gave attention during
the dineuzcion of o1l wopee. outizrod in papers submtted to the Meeting

to the quection o i rrie o0 Jrotyove onnl agenciee 2t the national

1 Vooae e s 1 Jii.oed Naticoam pabiication; Sales No. E.73ILB.I.




level 1n +tre CO~ardinict ey, vl aen o)
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licensing arrangement s and oty the pete o0 nterraverent 1l organ: oo
s £3 f,naf

tions, with particulir s:7ev v op 1m0 n coorovidaong appropriate
assistance and esuuport, n ther ¢ ey ST b Wt me a bt wagatabe
institutions! rrangernents Cowld anege L the seleetion o fora1om
technology in a manner Cotpntibie v th rotion. praqle Con tochnoloprenl
development, and cou'« Provide support wnd cavy A te licensees 1n
developing countrin. .n ihe wratintion 20 reosenatle ang appropriate
conditions in licencr asreeancnts. Sach o eupport ard odvice appeared to
be essential in the Lyt of avell kle rvidende toncerning restrictive
oonditions, containec ir : Jarye number o EXiBtine oocence agreements,
which wouid be or doubiiu! viatrdity under the fawy oo tLhe countriec of

the licensors concermed,

Emphasis was placed on the reed to achreve o structure of
licensing arrangements which would encourage, rather th.n impede, the
utilization and growtt of technological capacities within the country,
In this connexior it was noted that "turn~key” projects, which were
becoming less common, were cencrally undes:rable when the utage of
development in the country of the licensea pevmiticd the uti'ization .f
national skills in derign nnd corstruction, pariicularly in the field
of engineering consultensy, [t was also pointed out that in many
developing countries, particulariy those wi'% 4 shortage of foreirgn
currency and a growing level of n tional technolog: 1l capacity, a

thorough analysis of the financial and technieal aspects o 1 project
oould lead to practical solutions wholly different from those which
would be indicated in a developed country. The Expert firoup, therefore,
considered that stuaies should be published ana'ysing cych aspects and
solutions including the implications  of currengy exchange rates, the
impact of taxation and diiferent methods of payment of compencation

to the licensor,

The FExpert Group noted the experience of Countries with centrally
pPlanned economies with respect to administrat:ve and iegisiative measures

relating to licence agreements with foreign partnera. whother they are
sellers or buyers of technology. Thiu expericnec was considerdd to be

particularly significant for developing countries oince, after the Second
World War, central:y plamned econom: =8 of Easter. Burope h=ad faced problems




aimilar tv trose now conironting 4o Loainge v o ries - nAme Y Lhe need
to set up industirjce by f.rat Feat rygy a ‘he rocesgary has -

requirementsa for this pun g, retudinge tae trareing ¢ ck1imd personnel.

The adminietratve frameworr  stabi_nhed 1n ~en! ally nlanned econo-
mies in order tc direct and Co-ordinase nternal . onal licansing activities
of their industries appeartd to be of rapticu.ar interest, Yevera:
examples of such a f(ramework - e1tner groupings 4l vranches of industry
in one oentral gency or dividing the functions ancerdings to the various
technological sectors ~ were considered,

A regards lepiclative Meagures, the firoup tosk note of the
various possibilities of granting tities “°r now inventiong - either in
the form of exclusive riphts (patents) or in the form of tnventors'
cemtificates (recognition of :nventorship and remuneration for any
use made of the invention), Attention was alsc drawn to the interest
developing countries might have 1n studying tne socialist law of

innovation as a means of promot.ing technical development.
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ANNEX

LIST OF PAPRRS®/

Corporate Policies on International Licensing
Cyrii 4. Wickiham, United Kingdom of Great Britain
and Northern Ireland

Protective Laws Concerning Licensing of

Patented Technology
Atef M. Fl-Azabp, Egypt

Licensing as a Part of the Investment Pi.n
Edward P, “hite, United States of America

The Effect of United States and EEC Antitrust
Law on Tntermatirnal Licensing and Licensing
into Developing Countries

Marcus B, Finnegan, iUnited States of America

International Licensing from and to Hungary
Alexander Vida, Hungary

Licensing of Engineering and Managerial Seivices
Venkata R.S. Armi, India

The Role of the Research Organization in the
Acquisition ana Adaptation of Foreign Technology
Basil J.A. Bard
(with o supplementary paper jelivared by
«Ce Cain in the abser.e of My, Bard)

Institutional Re ulalion of toquis sion of
Technology in Wevel0plad vounbrles
K.DJN. 3ingh, Mexico

Some Practicul Considerations for the Evaluatioen
and Negotiation of Licensing Agreements
Mohamed Fl-Halfawy, Lebanon

&/ Individual papers available on requ-si from:
Industrial Institution: Section
UNIDO
P.0.Box 707
Vienna, Auatria.







