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opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
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The torm froateyet iyg 1o, SRR pract cnn e Yeqpbaiotun proviaions?

{

Foes buck %o the a; ity ue LT gyiig of Magor craaeieial count ciey like

the S5A, Jopan an? Lhno i Doonamye Tomg gt

For the sake i by e er ol feom o avfitrual lerisiations

are given bolow

Re o Antileust Statuton

ection i ot Khn MShepres, At AD e e para 1)

e R R nede

"Evary contract, <opnd na Lionoan bhe form of fpoet cor otherwise, or
COMBPILAC Y, 1 Paptpao pd 1 Leade wr commapey anory the usevaral
otales, or it fareyr nstion, 16 deetared Lo ne illogal.”

S8CEAOn o O0f Lhe YShapmay Aol o llesei s juea £ g

i

"IVer: parceog wee sag il noronoliza, o gibempt ho ronvpolize, op
combine 2 Cuasepiee with auy olher person or peroonus, Lo moncpoliye
Ay part or the trade or somaapce wenyr the cavepal States, or with
fﬂr.iﬂm nations, skl ba Hosmod mayjty of 3 Hil 0HTOAROL weege™

Jeckior. 3 of thy tlagton Lok W2 et Lela 1)

"IV oghal” be uniuwie] vor ANy At son engased in cop wWrea, in the course
of such COMBEITe, bl e o st 4 saie or coniract for sale of goode,
wared, merch..rduie, wachinery, wupplles, or otbhar commodilion, whather
patantad op wapatouted, for vae, sensumnt en our ressle within the
nited Shotaseesor tis 3 S o chaend therefor, cr discount from,

or revate upon, e price, on the endition, agreement, op understand ing
that tha iesnae op borehssar bhamot shail net aug or deal in ihe
gOOdn, warer, merchardira. TACLINANY,y supriios, ar other commord 143 gy

of & compat tor op rmoat itors of tre jgogor ap saller, where the
offect af manh Inane, naic. or ronipacl fep Gult or osuch caordition,
paTAeTant y or andeectbagd e Mag e vo substanbially langen compet ition
o tand Yo crate o menosos DOy hine ol ommarngd!

daction ! of uhe vl Aok iy FaleC. 1oipy i8)

"No cornorst oy gafad . rocommerco bt acqaire, lirect ly or
ipdirectiv, iLFa whoiy ap Shayopare of the stock or other ghare capital
A no corporcation rubjet e Lhe aupi sarstion of thn Federal Trade
Comminaion suall ROGETRe the Wheiy oep oagy prt of the asuetn of anothey
norporation engayad nlae o commeren, whare 1noany 1ine of comnerce

in any maction of the country, the wifuct of wich acguinitlon may

be substant i 1liy Lo lemgen competition, or e Lend to rreate a monopoly™,




= Jeobion 5 (g) (1) of the "Medara! Trade Commissio Agt" (195 U.3.0,
para s) (1)

"Unfai: methods of competition ir commercs, and t fair or deceptive
acts or practicus in commerce, are deciarad unlawful."

Be wju,lcs of Cuppetition
- Article 32: Prohibited Practices :

"(1) e following shall be prohibited au incompatible with the

common market: all agreements batween undertakings, decisions by

associations of undertakings und concerted practioces whioh mey

affect trade hetwoar Member Ftatoe amd which have as their nbject

or offect the prevention, restriction or distortion of cempetition

within ths common market, and in particular those which .

(s) directly or indirectly fix purchase or selling perices or any
other trading conditions;

(v) limit or control production, sarkets, technical development,
or investment; :

(e¢) share marksts or sources of supply;

(2) apply diseimilar conditionas to eqiivalent transactions with othes
trading parties, thereby placing them at a competitive disedvantage;

(e) make the conclusion of contracts mubject to acceptance Wy the e
other parties of supplementary obligations whioch, by their nature

oF according to commercial usags, have no conmection with the

subject of such contractwe.

(2) Any agreements or decisions prohibited pursuant to this Article
ohall be automatically void.

(3) ™e provisions of paragraph (1) may, however, be derlared
imapplicable in the case of :

= & agreesment or category of agreements between undertakinge;

- any decision or category of decisioms by associations of
undertakinge;

= any concerted practice or category of comnarted prectices;

which contributes to improving the production or distribution

of goods or to promoting technical or economic progress, while
alloving consumers a fair share of the resulting benefit, and whioh
does not

(a) impoee on the undertakinge concerned restrictione which are aet
imdispomsable to the attainment of thess objectives;

(b) afford such undertekings the posaibi Jity of elimimating
cempetition in respect of a substantial part of the peroducts in
Question." '



= Agticle Yo; Anuge of Dowinant_Market Posifiup 1

"Any abues bty onu or muee andert akiegr ot o dominant powition
within the common markat or in a suostantial part of it shall

be prohib.tad su ipcompatibla wit | *he common marka. in we far as
it may affect trade Letwsen Member Staten. Such abure may, in
particular, conoint ing

(a) dipactly or indirectly tmponing anfair purchase or solling
prices or oblhear unfuir tradizgs conditions;

(b) limiting production, markein or techpical development to
the prejudice of consumars:

(¢) applying dissivilar corditions to equivalent transactions, with
other trading partiar, theraby placing them at a competitive
disadvant iy,

(4) making the conclusion of contracts sut jact Lo mcoeptamce by the
other parties of supplementary obligations whichy by their nature

or acoording Lo commercial usage, have no connection with the subject
of such contractn."

Ce w Trade Commisuion Guidalipas ip Japan

I. Mong the restrictions which are lianle Lo come under unfair
business practices in international licensing agrecments on patent
rights or utility model righte {horeinafter referrad to as patent
righte, etc.) Lhe followirg are the out studim: i

(1) To restrict the area to which the liceutoe may oxport the
goodns covered by patent rights, etc. (herei.nafter referred so a3
patented goods).

However, :aso0s comirg under a, b, or « lieted helow are ezmclided.

8¢ In cese the licensor has patent rights, ete. which have been
regimtersd in the area to which tha licensan's eaxport ia restriocted
(herainafter referrad to a~ the rostrictad area);

be Ia case tihe licensor is seiling patented woods in the restricted
area .n his normal bnninans;

0s In cawe the licansor has granted to o third party an exolusive
license to well in the restrictac uraa.

(!) To restrict the licensce's export prices or quantitiea of
patented goods, or io make it ohligatory for the licenmee te
oxport patented goods through the iicanzor or 2 person designated
hy the licensor.

However, such oaaas are axcluded where the licensor gramte an
exclusive license and imposes no rastriction on goods already
being manufactured, used or eold, or technology already being
utilined by the licennee.

(3) To restrict the licensao from manutacturing, using or velling
goods, or employing technology which is in competition with
the licensed subject. .

However, such cases are excluded whare the licensor grants an
exclusive license and imposes no restriction on goods already

h




batng mancfactured, used or sold, or technology already
boing utilizod Ly tha licorasae.

(4) Yo maka it obligavory fop t!o licensca Lo purnhase raw
naterinle, parts, etc. from the licensor or a raronn denignated
by the liconsor,

(5) o maka it obligators for Lhe livenree to nell miented moods
thiowgh tha liceuucr or 5 parson designat ed by che licensor.

(6) To restrict Lo 1usale orices of pabcnted goudn in Japane

(7) T nake it sblivatory £or the licennag to inform tha Jirenasop
of knowledgs or etpericnen wewly obtained rogariing the lioensed
techuology, or to ausign the right with renpect to an improved
or aprlied invortion by tho iicenues to the licensor or to
&rant the lizensor a licexnse therenn.

owsver, such cases are excluded whare the licensor bears
similar oblications and the ~bligations of beth parties are
qually talanced in substance.

(8) To churge royuliise on goods which do rot utilize licensed
technology.

(9) To restrict the quality of raw materials, parts, etc., or
of patented gonda,

However, sucl. caees are excluded where such resirictions are
necessary tc ma.ntain the rreditability of the registered
Srademark or to insure Lha effectiveness of the liconsen
technology.

IT. The aforementionid guidelines ghall apply to international kaew-
how licensing agreamantc.

ITTe In intermational licensing agreemenst on patent righte, etc,,
the followang acts ahall be regarded as the azercise of righte
urdee th Patent Act or the Uti laty Mode)l Act

(1) To grans license to manufacture, use, sell, otc. separatoly;

(?) To grant licanma for = limited perind within the 1ife of patont
rightey, eic., or for a limited area within the whole area
covored by patent rights, etc.;

(3) To restrict the manulacture of patented goods to a limited
field of tenhnology or to restrict the sale thereof te -
limited field of saleup

(4) To restrict the use of patented processes $0 a limited field of
technelogy;

(5) To restrict the amount of output or the amount of smles of
patented goode or to restrios the frequency of the use of
patented procesess.



A 16 may boopean Tate elaarts 'rom Above- funted legislavive
acts, cortuln "reles of Zame' have been introdoced by legislators into
tha area of tr.de . loiw Lie ago wh b thy puarpese Lo oeevant, 1ntep
alin, oy parcty trom AU Lre;s prajomipant p incnapolintic market
Posttione an the —po hand, and oy the otner Lo praoverd patents and know-
how holderas frem: abgcing or misaEin: thoip "gatusg?e monopolistic
position in the market reru ILting I'ron awnership of industrial propesrty
rightc,

On the basir of the above, a peview of Liie mes frequent
rostrictive provision:s followse The talow enumeraied proviaioms will
alen show o poswible impict on the relation betweea contractugl nrties
in licenaing and cther traugtar of technology arreementa.

1. ‘l_"i“ E"ﬂ #ions or tr1e--ins :

AMio-in*ie a provision under whick 2 licensop forces hise lioconnge

to purchase or leass aon-patented gnunds or survices ag & necessary
condition to mecure a licenca urdsr patent. Such practine ie
considered illegnl bacauma Lhe patentce or licensop can of factively
extend the monopoly of hie patent rights beyond its ocope by a
comditinn tmposwed upon hie licenene to sommit himreif to Pwrchase
or lease other goois, rot covarsd hy the p.tont.l‘roi the liceaser
(wee for example the rulires of the US Supreme Court in Motion
Picture Patonts 'n vorsus Univeroal #i1m Manufacturing Co or
Intornational fusiness Machinoes Corp. versus tnited States),

2 MH‘H! :ntrictix tha licences's right to deal W'
Beicts (Yio-cuty)y

A tigmout” is actually a corcllary of a “tie-ip", Ry a "sie-out®
provision a l.censor attompte Lo restrict hine licenses's freedon

S0 deal in a competitive product. For example, a typical Sie-ous
prevision woul? prevant a 1icenwoe from purchasing or using
products aimilar to or in the same catuxorfy as the products cevered
W the licensed patent (tor more deta: led descriptiorn see the

US Jupreme Court ralinge in the case "National hockwasher Co versus
Garrett Co and McCullogh versun Kammerer Gols
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4.

6.

Package Jicensi-g proviuions :

h principle » pacyen liconcea {0 a licence by a patent owner,
usually a corporation helding many patents,in which the licenses
L grantad Cicencs ndar ore Flag o nna matant . hecording to 14

antitruut lagislation package lican-e; per e, is fot nog»idgﬂ as
il.lo‘gl unlese tha rackage liceaca 59 mandatory to the licennee.

Tn this connexion it chould be mentiored that iy uue of a so-called
"whereas" ~iause ut the beginning of tho licence agreement, the \
licensor may easilv countor the possi.liu charge of coercion. t

Bxtepeivn of the scopy of transfer of tooh:mww
rgyaltien” :

It ia coneiderad a"per we"illegal for a licentor to impoee @

mandatory total sales royalty restriction upon his licensee. Such
8 restriction occure whan the licensor conditions sranting of the
licence upon the licennea': willingnees to pay royaltios on its
tota. sales of urodirts, reagardless whiaother such producta infringe
the claims of any licennor patents. Simiiarly, the game probies
may occur whare a patant covers only part of the process amd not
the entire proceas hut tha royalty .s determined and imposed By the

use of the entire proceas.

Nogale restriction or iimitations :

Aocording to the common law thare must be freedom of aliemmSion

with respect to goods. (ihis doctrina has been applied recemtly to
patonted goodc ar well in the came of Adame versuc Bucks hy the Jupreme
Cewrt in 1973 "resale r:-tr'u:tion- cannot be imposed upon a

purchasing licensea"),

3 tie® of upiustified lo ment s 1

T™hewe resirictions impose upon a licensne the cbligation to pay
reyaltiee after the patent in queetion hax expired. In the ruling
ia case of Brulotie versus Thys Co.,, the Jupreme Court foumd that
"She exaotion of rayaltins for use of a machine after the patemt
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has expired ig an arsert.on of mondyols powar .p bhe post

expiration poricd wheresss bho paboat bt anterod public domaine',

The inportant rojol amertiep free ahove-patarr.d cnue b bhat
royaltie: may not e rollectad iy Lhe pout eaxviration puriod, {f

thov are cased on uma.

Price ;‘iﬂm grovigions ¢

nopeiccivie - Ehay dseie 16 st apder disrussion in the
Inited Waten « tre icauop vhouls b require a manufactur i
licensase to udhere to the licensor'u price schedules as such

practice will bo fournd iilegal,

Restrpiction om bhe iiceonsor's richi Lo grant fuptaer licences ¢

This is & vory interanii provision, of iimited interest howeves
to industrialized nruntrias y wuich at dlaart in the Upited
Stater i: considered as i{ilegal. Namely, whera a licensor and
licensee arc compotitorw .rd they control a substantial part of the
relevant market, 1t is per ~a illugal for the licensor $o cive
tha liceanec a vato power over granting of further licences. Thepe
aPe also recert sugpestions that it ie improper for 2 licenmer Lo grant
an excluive licence $0 o licans e without slso 1 ing that licensee the
power Lo #rant sup-licapnces. :

Seand_Raok provision::

Thin type of provision :riallv requeats the licensee to
grant back either o1 aaurgmment or an exclusive licence at te
sy improvement invoution tha' he makor with.on the scops of She

licenewd technclory.

Qans ity or volumn rasiuricliont

This bypa of pestrictive cliusnr roquasting the licensee o

limtt the quantity or volums of mroductior of the licensed
produot boecame recont ly uver in the Uni‘ed tates an illegal
provision.



The followinge four types o rerbrictiva

lansae aa Chose with

respect to which logality (nr restrictive nature) is determined by

the so~called rile o!f reavon

11, ?l.lﬁ of npy rentriction :

"Plald of wue licensime" 18 a term of art covering agreements

under which a lican=or gramte 2 licenses tite restricted use of a

patonted wubjoct matler bl daeclinae to

frant all posaible unes

to vne l.coneve, re.irving wome awsa for sclf -explotitavion oe for

exploSation by other licensses.

Worth iu manbtionirg that field of usy restriction petwite a

licensor to increase substantially royalty income, to regulate

the umse of hie pate:l etcsy otc.. Furtharmore, '"use restpiction

in licence can allow a pateni ownar o orgapize hiu market imto a

collection of disr~rate, non-compeiitive submarkots. The licenwees

in sach of the submarketa arg thersby /in'umted from competition

with licenseos in other Bubmrkutu".-l-/

12. Tergpitorig] reatrictions :

Terrisorial resiriction provisions balomg to th e which help

create the monopolistic and predoninant

ponition of the parties

within specifiad areas and over a npecitiel period of time. Here in

particular, when congidaring these provicions the rule of reasos

should be applied in aach caveo.

1)¢ MNep-excluuvive groni-hacky @

In principls von ex:lusive grant-back provisions of improvememt

of technology by Lhe licansee would not constitute a restrictive

business ppactica. The only problem may arise where a licenses

apkes a break-through invention as an improvemeat under the liceased
technoiogy. In such a case the iicansor should agree to pay regalties
10 the licensee uleo for the non-siclusive licence under the newly

developed technology.

y "Mestristions on Internationn) Technology Tramsfer® ~ “The rractical Effect

of Dostraints on the Licensing Procsen™ hy NeB.
on Lisensing, Ootoder 1975

Pinnegan, at the Nelgrede Seninae



14.  Croge-liconsig provigions; patoent pool agrangarepts

......

'nochete particoclar caser ed ocopasoialdly whern combined patents
afe Yioensad Lo obhers, ~rena Jooeing arrsagemants can
eanily lead into illegal (rrom tho opl. trust point of view)
patent poclint, Potent poo!iag covers an pripeipls when moro
than twe companies cares Lo misualily shira the.r pateat properties
with each cthor, Tn pariiculur, where o jabent pool ip created
within one Lranct o7 dnsusury, Yo o1k o satitruri, violation

arte rultivial,

The developing countries in the procows of protaction of
their legitimats nationa: witerests, have inirodiced recantly a

growing governmentsl intervention in trausfer o7 technolomy.

hese pelisien in principle congist of introdacing & protective
Pregulatory logiaslation which requires, inter alia, 2 compuisory
registration »f 2111 trunsfer of Lachnolemy agrecments and aspacifies
in & more or luas gerer:,! way whick ronditions of thore agrecmente are
considered ae in vrincirie not acseptabla. These"non-accertable®
cosditions worc prinar:ly baned on the eoncapt of "restrictive businoss
practices” ¢ : described ibove with tw aim of elimizad ng through
leginlative uction ci' vhe state tna more froquert and anfair prectices

of foreign suppliarn of tenhrolinsv,

Analyser made by a number of coantries, “:afore sach ragulatory
measures were introduced, have chown that ths majority cf agresments
ocondluded by developing couantries contuin 2ome if not all of the above

in detai) deecriced previsions,

It seam: lagitimate and reasoiuble that practices whish are npot
logn) in industrialised ~ountries, lik: the United States and Great
Britain, are alro ~onsidered illegai in Mexico, Nigeria or lLibyae The
attions taken by s govermaent at the national lavel as wel) ar at
intermational forumn are primarily orientud towards securing a mt.'r
'hou of technology trom industerialized to developine countries under
fair and equitable copditions and wa such nhould be acceptad and understood.








