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authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
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intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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o K-;-‘{ay'._ regulating licensing contraots came into effect in Argentina in January 1972.
“Pursuant £o this law, oontracto in foroe at that timec were sulmitted for "autometio
registration”, B

The law gave enterprises two years %o adapt contracts to its provisions (annex).

Among the contracts sutmitted was onc from enterprise A which had been manufao-
turing '8uitpaseé end lee‘ther e.ytwiﬁcl'e:; si_rxce_._l.'966, 4ainldv’v‘¢h.iolr.1 in1966 had signed a oon-
tract with the Italian enterprise I whereby the latber authorized the licenses to use
the brand name "I" and undertook to provide it with infomation on the manufacture of

leather suitcases, belts, briefcases, wallets and clothing, in the following areass

1. Production

(a) New teohnological information on manufacturc and assembly prooesses}
(b) Assistanoc in obtaining the personncl required from various souroces
(o) Assistanoe in the design and planning of A's now plantsj

(@) Assistanoce in management analysis, plant organization, improvements
in the training programme and oost oontrol.

2. gales
(a) Information conceming prices and conditions on foreign marketsj

(b) Samples, design data and information on sales of artioles in the
ranges represcnted by enterprise I to help solve A's sales problems.

3. [inance
(a) Assistence in the dcsign and introduction of & suitable accounting system;

(b) Permancnt assistance on costing systems and the analysis of oritiocal
finanoial opcrations; .

(o) Assistance in the formulation of a financial and legal policy.

4 Purchgsing
(a) Assistance in procuring materials within the country and materials whioh
are obtained on advantageous tcrme by I;

(b) General assistanoc in the procurement of machinery, spare parts and
materials outsidc the oountry, inoluding assistance to A in
determining its requirements;

(o) Gencral assistanoce in the handling of tcchniocal dooumentation snd the
movement of articles produced, purohased or sold by A.
There was and is no oapital linkage between the two enterprises, and the eomtract
suthorized enterprise A to export goods to Uruguay, Chile, Bolivia, Paraguay, Peru,
Eocuador and Venezuela.
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The comtract was to run initially until 1999 - that is, for 34 yeart — with the
possibility of further extensions for periods of twenty years if neither party objected.

The royaltics on net sales cetablished by the contract wore to deorease over time
as followsi

From 1 January 1966 to 31 December 1379 | 2.5 per oent
From 1 January 1980 to 31 December 1985 2.25 per oent
From 1 January 1986 onwards 2 per oent

In addition, thc contract obliged the licensee to spond at least 5 per ocemt of
the value of its salecs on publioity.

Sales and profits made and royalties paid over the years werc as follows (in
thousands of dollars):

‘Total’
O

1969 2,864 51,6 5.1
1970 2,979 5646 2,415 45.9 60.4
1972 3,392 21.2 3,090 19.5 17.3
1973 3,451 36,1 2,611 27.4 6543
1974 4,013 101.4 3,090 16,0 1743

In order to give a clear picture of the quantitativc relations between these

variasdbles, the following ratios o?n)be oaloulateds
(1)

o

)

1969 1.8

1970 1.9

1971 (0.1)

1972 0.6

1973 1.1

1974 2.5 540

Certain oonclusions osn be drawn from these figuress

(a) The profit level is the same for all the products produced ty the emterprise.
It is likely that the licence contributes towards improving the gemeral
efficiency of the fimm,
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(b) Royaltice have consistently abcorbed morc than half of the total
profit margin (column 3).

The loes rcgistercd in 1971 was due entirely to the payment of royalties.

(o) While the number of years cnalyscd docs not permit one to draw final
oonoclusions, no obvious trend towards increased cfficiency and profits
is observablc.

In addition to the foregoing, thc agency responsible for the cvaluation made the
folloving observationss

(a) Enterprise A had not requested assistance in solving its tcchnical problems
from enterprisc I during the last five years., The assistance was provided
in the first threc years of the contract, In reality, the royalty had
become a payment for the right tc usc the brand namc "I,

(b) The valuc of the royaltics carncd casily covered the value of the know=how
that had becn transferred, Henceforth, the royalty should be considered
as payment for the transfer of innovations introduced by plant I and
for the usc of the brand neme.

(¢) The eempulsory allocation of 5 per cont of sales to publicity "made it
_possible to rcgulatc marketing" and was, consequently, inadmissible,’
Indecd, this clausec of the contract preventcd the plant from developing
an indcpendent marketing policy.

(d) The typc of tcchnology involved did not justify such a long-term contract.
The payment of a royalty over such a long period of timc made it
impcesiblc for erterprisc A to mount an indcpendent product develcpment
effort.

It was accordi.igly rccommendcd that th. contraoct should continue in force until
1985 — that is, for 11 morc years - but 1ith the followiug rates of royaltiess

1974-1975 3 2 per ocnt -
1975, 1976 and 1977 1.5 per cent
© 1978-1985 1 per oanmt
This scale was acocpted by the parties, who also agrced on the delction of the \

clause concerning the 5 per cent for publicity.
/UNIDO puv/e /Case study/ ef a /technology transfer/ /contract/ in the

field of /leather geods/ Ppredustion = Iemeeemecms e
Anumsnmp

(1) outlines case of  assistance by an Italian firm to 8w Ap’uﬂu\C Calorpn’se iy
/xnowhew/, perscnnel, plant design and organization, EXE sales, finanoial

and acocounting systems, purchasing, eic., MR autherizing use of supplying
firm's /trade mark/, and export of goods produced (2) covers /1ieemsing/
provisiens, sales, royalties, /profitability/« ale “zi“"‘l&

&. [= = = = -
P Joo,

.



B-270






