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PREFACE

The Second Ceneral Conference of the United Nations Industrial '
Development Organization (UNIDO), held at Lima, Peru, in March 1975,
recommended that UNIDO should incluca among its activities a system of
continuing consultations between developed and developing countries with
the objJect of raising the developing countries' share in world industrial

1/

output through increased international co-operation.=

The General Assembly, at its seventh special session in September 1975,
in its resolution 3362 (S-VII), decided that the System of Consultations
called for by the Lima Declaration and Plan of Action should be established
at global, regional, interregional and sectorel levelsg/ and thav UNIDO,
at the request of the countries concerned, shou’d provide a forum for
the negotiation of agreements in the :ield of industry between developed

and developing countries and among developing countries themselves.

The System of Consultations has been established under the guidance
of the Industrial Development Board. The Board, at its thirteenth session
in 1979, decided that the First Consultation on the Pharmaceutical Industry
should bte held during 1980.3/ At its fourteenth s¢ssion, the Board decided
to establish the System of Consultations on a permanent basis with the
following main characteristics, including those described in its past
decisions:

(a) The System of Consultations should “e an instrument through
which the United Nations Industrial Development Organization (UN1DO) would
serve as a forum for de.elcped and developing countries in their contacts

and consultations directed towards the industrialization of developing
countries; L/

1/ "Report of the Second General Conference of the United Nations
Industrial Development Organization" (ID/CONF.3/31), chapter IV, "The Lima
Declaration and Plan of Action or Industrial Development and Co-operation”,
para. 66.

2/ O0fficial Records of the Gener.l Assembly, Seventh Special Session,
Supplement No. 1, para. 3.

3/ Official Records of the General Asseambly, Thirty-fourth Session,
Supplement Ho. 16.

L/ Ivia., Thirty-fifth SesuiogJ,Suppienent No. 16, para. 151(a).




{b) Corsultations would also permit negotiations among interested
parties at their request, at the same time as or after Consultations; 5/

(c) Participants of each member country should include officiais
of Governments as well as representatives of industry, labour, consumer
groups and others, as deemed appropriate by each Government; é/

(d) Final reports of the Consultations should include such conclusions
and recommendations as agreed upon by consensus by the participants as well
as other significant views expressed during the discussion. 7/

Draft rules of procedure for the System of Consultations are to be
submitted for consideration and sdoption by the Bcard at its fifteenth
session i 1981.

5/ Idbid., para. 151(b).
6/ 1Ibid., para. 152.
7/ 1Ibid., Thirty-second 3ession, Supplement No. 16, para. 163.
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INTRODUCTION

The First Consultation on the Pharmaceutical Industry was held at
the Hotel Estoril-Sol, Estoril, Portugal, from 1 tc 5 December 1980.
The Consultation was attended by 217 pariicipants (annex I) representing
Govermments, industry, labour &nd consumer groups from 68 countries and

13 international organizations.

CONCLUSIONS AND RECOMMENDATIONS

1. In connection with the discussion on Issue 1, the First Consultation
recommended the setting-up of a UNIDO Committee of Experts on Pharmaceuticals
composed of members from developing and developed countries, under the
auspices of UNIDO, to discuss the technical and economic aspects of the
availability of intermediates and bulk drugs:

(a) 7The Committee will be dedicated to the concept of and committed
to highlighting the need for evolving a better understanding of matters
relating to the availability of those bulk drugs (and the necessary
intermediates) included in the UNIDO illustrative list of 26 essential drugs,

and to assisting developing countries in the production of these intermediate
and bulk drugs;

(b) The members of the Committee, which would be a reasonable and
small number, would be experts with professional exrarience selected %y the
UNIDO secretariat giving preference to the maximum possible extent to experts
heving participated in the First Consultation and representing all geographical
groups, including countries with a major pharmaceutical industry;

(c) The Committee will complete its work in due time for the Second
Consultation on the Pharmaceutical Industry.
2. In view of the discussions held on Issue 2, and the substantial
differences expressed as to the content of items which could be incorporated
into varicus contractual arrangements between parties interested in transfer
of teachnology in the pharmaceutical .industry, the First Consultation recommends
that the UNIDO secretariat, in co-operation with an ad hoc panel of experts,
seleched on the basis of equitable geogrephical distribution, prepare a
dccument , complete with the necessary background notes, on various terms,
conditions and variations therenf that could be included in contractual
agreements.




3. In addition, the UNIDO secretariat should undertake a detailed study
on relevant issues to be teken into account when negotiating transfer of
technology agreements as put forward in documents ID/WG.331/2 and Add.1,

taking into account the experience of developed countries.

L, After considering Issue 3, the Consultation arrived at the following
conclucions:
(a) The 26 essential drugs identified by UNIDO and essential and

well defined products based on medicinal plants constitute an illustrative
list of undertaking basic manufacture in developing countries;

(b) The developing countries as a grcup constitute large markets for
these drugs where in certain cases the patents have lapsed;

(c) There is a willingness expressed oy developed countries, centrally
planned econcmies and transnatinonal corpor-ations to enable the transfer of
technology to developing countries, bearing in mind the humar health needs
aspect of such iransfers of technology;

(d) ‘fransfers of technology have to take place on mutually acceptable
and equitable terms;

(e) Manufacture to be based on maximum feasible backward integration
to rav materials.
5. Such mutually acceptable transfers of technology should be facilitated
through UNIDO providing reference information relevant to the transfer of
technology, including technical aspects such as the level of production,
magnitude of investments, inputs, infrastructure etc. which could be a
significant aid to individual developing countries in bilateral negotiations
for transfer of technology. The result of such transfers and experience
should be brought to the attention of the Second Consultation on the
Pharmaceutical Industry.

6. Furthermore it was agreed that technical co-operation among developing
countries could play an effective role in the development of the pharmaceutical
industry in developing countries especially in respect of the following:

(a) Bmphasizing the need to develop local research and development to
absorb, assimilate and further develop the technology acquired;

(b) Training;

(¢) Quality control;




o

(d) Exchange of information and experience;

(e) Trade in raw materials and finished products.

T. It is recognized that the transfer of technology for drugs referred
to in para. 4(a) above should be acceptable to the recipients and the
suppliers of tec™nology. It is suggested that serious consideration

be given to joint ventures, licences and other commercial arr-~gements,
with a view to UNIDO assisting developing countries in improving their
negotiating positions through its reference and information resources

in order to overcome impediments and to facilitate imports and exports
and wvith a view to increasing trade in raw materials, intermediates,

bulk drugs, equipment, and finished goods, and to increasing the transfer

of technology to developing countries.




i I. ORGANIZATION CF THE CONSULTATION

Opening of the meeting

8. The First Consultation on the Pharmaceutical Industry was opened

by Eng. Alvaro Barreto, Minister of Industry and Energy of the Government
of Portugal. The Consultation was then addressed Iy the Deputy Executive
Director of UNIDO, on behalf of the Executive Director, who thanked the
Government of Portugal for hosting the Consultation.

Election of officers

9. Jo¥o Antunes Bartolo, Generesl Director of the Chemical and
Metallurgical Industries, Ministry of Industry (Portugal) was elected

Chairman of the Consultation.
The following were elected as Vice-Chairmen:
Ahmed Aboul-Enein, Chairman and Managing Director. Chemical

Industries Development (Egypt)

Lajos Csurgai, Deputy Minister, Ministry of Heavy Industry
(Hungary)

C.V.S. Mani, Additional Se~retary, Ministry of Health (India)

Enrique del Val-Blanco, Gereral Director, Federal Prccurement
(Mexico).

Adoption of the agenda

10. The Consultation adopted the following agenda:
1. Opening of the Consultation and election of Chairman and
“ice-Chalrmen
2. Adoption of the agenda
3. Global Study on the Pharmaceutical Industry
L. Issues recommended by the Global Preparatory Meeting:

Issue 1 The pricing and availability of intermediates
and bulk drugs

Issue 2 Contractual arrangzments for the production of drugs:

Part 1 Relevent issues to be taken into account
wvhen negotiating a transfer of technology
agreement

Part 2 Preparation of guidelines
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Issue 3 The availability, terms and conditions for the
transfer of technology for the manufacture of
essential drugs included in the illustrative
list prepared by UNIDO in consultation with WHO

5. Adoption of the report of the Consultation

Establishment of working groups

11. The Consultation decided that Issue 1 should be discussed in the

plenary. Issues 2 and 3 included under agenda i.em 4 would be discussed

in two open-ended working groups; one, on contractual arrangements for

the production of drugs presided over by E. Vischer (Switzerland), and

the other, on the availability, terms and conditions for the transfer of
technology for the manufacture of essential drugs included in the illustrative
list prepared by UNIDO in consultation with WHO, presided over ty C.V.S. Mani
(India).

Adcption of the report

12. The report, including the reports of the Working Groups, was adopted
on Friday, 5 December 1980. Owing to the illness of the Chairman, the last

session was presided over by Jodo Chaves Rosa (Portugal).

Docuaentation

3. Documents for the First Consultation are listed in snnex II.

Death of the Frime Minister of Portugal

1. On Thursday, 4 December 1980, the Prime Minjster of Portugal,
Dr. F. de Sa Cariueiro, was killed in an eir crash. The two Working Groups
vere in session that de~ and the participants in those Groups observed orne

minute'’s silence.
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II. THE GLOBAL STUDY ON THE PHARMACEUTICAL INDUSTRY

15. The secretariat presented to the plenary the Global Study on the
Pharmaceutical Industry as a background document. Tre Study examined

the current situation of the »harmacc:utical industry in developed and
developing cuuntries, the constraints on the growth of the pharmaceutical
industry in developing countries, the prospects for the development of
that industvy by the end of the century, and the increasing need for

international co-operation.

16. 7%he Study outlined the alaruingly low production and consumption

of pharmeceuticals in deve'oping countries, and the increasing prices of
intermediates and ».avy burden imposed on the balance of payments of
those countr. s by the import of drugs.

17. 1In spite of the rapid growth of the pharmaceutical industry in some
developing ccuntries, most of ther had »ot yet started packaging or
formulation operations, while others with adequate infrastructure and

hLuman resources wvere not yet engaged in basic production of bulk drugs.

18. 1In reviewing the major problems faced by developing countries in
the sector, the Study outlineé¢ policy options such as preparation of

essential drug lists, establishment of a system of central procurement,

. rernment policies to stimulate domestic production, and involvement of the

public sector in production of pharmaceuticals.

19. The Study examined the existing wide disperrities and fluctuations of

prices for bulk drugs on the international market, pricing and avaii~rbility

of intermediates and rawv materials as well as the availability, terms and

conditions for transfer of technology.

20. The Study elaborated scme aspects of research and development and
emphasized the necessity of assisting developing countries to gradually

establish domestic reszarch and development capacities.

21. The Study stressed the importance of co-operation between developed
and developing countries, emphasized the need for increasing co-operation
among developing countries, and attempted to identify potential areas for

such co-on2ration.

nl



22. The participants commended UNIDO or the preparation of the Global
Study on the Pharmaceutical Industry. Many participants considered that
the Study gave an objective picture of the currert situation of the
pharmaceutical industry and of the main problems faced by the developing
countries in that field. Other participants, however, felt that the Study

contained several contradictions and inaccuracies.

23. One delegation submitted a written statement recommending the
convening of an international group of experts to improve and modify the
Global Study on the Pharmaceutical Industry for the Second Consultation.

2k, The participants from a group of countries submitted a conference
paper to the Bureau of the Consultation, expressing their corments and
reservations on several aspects of the Study. It was stated that those
vere:

(a) Insufficient substantiation of facts and assessment of the role

of the large pharmaceutical houses of the industialized countries in the
development of the pharmaceutical industry in developing countries;

{b) Insufficient understanding of the role of the free market system
and the benefits that could be obtained therefrom by developing countries;

(¢) Insufficient appreciation of the importance of patents aud trade-
marks in providing incentives for research and development;

(d) Unbalanced assessment of the advantages and disadvantages of
the establishment of central procurement systems by developing countries;

(e} Incorrect and imprecise statements, and statistical evidence
given without indication of sources;

(f) Inclusion c’ a number of emotive statements.

25. In conclusion the raper submitted by that group of countries recommended

a reviev of the conclusions of the Study.

26. 1In response to that conference paper, participants from another group
of countries submitted for circulation a brief conference paper, the main
points of which were as follows:

(a) The Study tackled the problems in the correct perspective in the
context of health for all by the year 2000;

(b) The Study rightly stated that the marketing of similar or identical
products under different brand names at different prices resulted in unhealthy
competition and higher prices for the consumer;




(¢} The statements in the Study relating to the insufficient linkage
betwveen orientation of research and development by the large pharmaceutical
houses and prevailing diseases in developing countries were substantisted;

(d) The statements in the Study related to the exorbitant prices and
the short supply of highly essential drugs for developing countries were
objective;

(e) The Study mentioned resourzes applied on expensive drugs that
were only marginally useful or even irrelevant to the solution of developing
countries' needs to whizh UNIDO had done well to draw attention;

(f) The conclusions of the Study (pages 103-108) were well considered
and needed no revisions.

27. Also in response to the first conference paper, a brief conference paper
was submittel for circuletion by the leader of the Indian delegation. His

paper emphasized the following:

(a) The statement in the first conference paper that health enjoyed a lower
priority than defence in India v2s not substantiated. Total expenditure
on health care in the Plan as weil as non Plan accounts was comparable with
expenditure for defence. The Consultation, howvever, was hardly an appropriate
forum to refer to such expenditure;

{(b) The statement explained the objectives of the scheme of central
procurement of drugs in Incia and pointed out that it resulted in sizeable
price reductions for man, Arug-. That was strong evidence of success of
central procurement, as righily stated in the Study;

(c) The statement indicated that it was one-sided to say that production
and utilizavion of some medicines in India had made heavy losses that were an
additional burden to the tax payer. Keeping in view the public interest, and
in order to make the most essential drugs accessible to the largest segmert
of the population, those prices had deliberately been kept low by the Government
for manv years.
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III. ISSUES RECOMMENDED BY THE GLOBAL PREPARATORY MEETING

Issue .. The pricing and availability of intermediates and bulk drugs

28. In introducing the issue paper (ID/WG.331/L4) to the plenary, the
secretariat stated that UNIDO had formulated two price schemes: the first
wvas for intermediates, the high price of which was a major limitation on
the development of the pharmaceutical indusiry in the developing countries;
the second wes for bulk drugs because it was felt that they should be
available to pharmaceutical formulation units at stable prices during

a specific period. In that connection, a long-tzrm contract based on a
formula with appropriate allowance for escalation would be feasible if
suppliers could agree upon indicative prices for bulk drugs. The scheme
formulated by UNIDO used indicative prices for bulk drugs based on the
year.y average price for the year preceding the contract. The secretariat
stated trat the price and availability of bulk drugs were very important
and that a consensus on those issues at the Consultation would facilitate

the development of the pharmaceutical industry in the developing countries.

29. Many participants stated that there were wide disparities in the

pricee of bulk drugs on the international market. They indicated that the
high prices of intermediates, and their faster growth, compared to those of
the fina) products, hindered the development of the pharmaceutical industry

in the developing countries.

30. Some participants stressed the importance of the free play of market
forces in deternining prices, and stated that when assessing price levels,
the quelity and reliability of the supply of the products should be taken
into account. They also pointed out t%at the prices of intermediates were
directly affected by the high prices prevailing in the petrochemical
industry. Another participant, however, stated that when there were onl -
three or four major suppliers perfect competition could not prevail.

31. There was a difference of opinion as to vhether the adoption of a
central procurement system had resulted in reduced prices of bulk drugs.




32, One participant =mphasized the importance of promoting co-operation
among deve loping countries particulariy with reference to the transfer of
technology and research and development activities.

33. In answer to a question, the secretariat replied that the document
(ID/WG.331/k) had been prepared on the basis of information supplied only

by developing countries because there had been no response from others.

3. The First Consultation agreed that a committee on pharmaceuticals
should be set up under the auspices of UNIDO {para. 1).

35. There vas a consensus on entrusting UNIDO with the preparaion of a
directory of sources of supply of essential drugs from both developing

and developed countries.

Issue 2, Contractual arrangements for the production of drugs

36. The secretariet introduced two documents to the first Working Croup

on the contractual arrangements for the production of drugs: "Relevant issues
to be taken into account when negotiating a transfer of technology agreement”
(ID/WG.331/2 and Add.l) and "Preraration of guidelines" (ID/WG.331/1 and 3).

37. The secretariat indicated that those papers had been prepared in
accordance with the recommendation of the Preparatory Meeting in Cancun.
The second paper dealt with certain controversial issues and it contained
possible texts for clauses in transfer of technology agreements.

38. In connection with industrial property legislation, many participants
agreed with the view presented in *he document that the curren’ structure
of the patent system vas an obstacle o the development of the pharmaceutical
industry in developing countries. A few participants cited cases of
individual countries where the limitation or abolishment of the patent
protection of pharmaceuticals had allowed ‘.ne emergence and growth of &
national pharmaceutical industry. Some participants drew attention to the
differing degrees of protection granteéd to pharmaceuticals under national
legislation and to the fact that some developed countries introduced product
orotection only when the industry had been deviloped. Several participants
expressed their belief that patent protection hindered free competition and
the possibilities of national industries to compete with international
companies in national markets.




39. Several participants stressed the importance of the patent system
and its contribution to the development of the pharmaceutical industry
in their countries. They stated that the lack of patent protection
would hinder innovation, transfer of technology and investments in the
industry. Seversl participants added that the patent system contributed
significantly to the diffusion of information on new discoveries in the

field.

LO. One participant recalled that WIPO had developed a model law on

patents and inventions for developing countries.

41, Regarding fiscal and other legislation, some participunts siressed
that the conclusion of transfer of technology agreements must be based on
acceptable terms and conditions and that the intervention of govermments

should be kept to a minimum.

L2. Some participants indicated that the regulation of transfer of
technolcgy agreements and industrial property were matters to be decided
by each country in accordance with its national economic and social

objectives.

L3. Several participants considered that problems connected with the
health sector infrastructure and health care delivery system were not

sufficiently covered in the documentation delivered to the Working Group.

L4, The health sectnr infrastructure was considered by all participants
to be of paramount importance for securing health care for the populations
of their countries and for effective transfer of technology. Several
participants indicated, however, that the existence of a well-established
health sector infrastructure should not be regarded as a precondition

for the transfer of technology or for the establishment of production

facilities.

45, One participant was of the opinion that consumer health education wes
necessary in order to increase the awareness of the role and limitations of
the use of medicines, and that the protection of the environment and the
workplace should be a part of technology transfer. A substantial awareness
of the importance of that matter was evident.

B




4E. Several participants emphasized the importance of training as a

necessary element for successful transfer of technology.

L47. Several participants, referring to the issue of economies of scale,
wvere of the view that national priorities, strategic reasons or the need
to secure health care might overrule purely economic considerations. Other
participants felt that the attainment of economies of scale was an important

consideration in embarking on the setiing-up of pharmaceutical units.

48. Some participants indicated that economies of scale was not & relevant
consideration regarding the production of formulations. As regards the
manufacture of bulk drugs, economies of scale was not always the decisive
factor, but it could be more important in the case of the production of

intermediates

L9. A participant proposed that the secretariat should carry out case
studies of success stories cf pharmaceutical industries in developing
countries. Another participant suggested that the secretariat should
undertake more detailed analyses on the relevant issues to be taken into

account when negotiating transfer ot technology agreements.

50, Several participants pointed out that the UNIDO documents raised

some issues that were the principal outstanding issues still to be resolved
in the Intcrnational Code of Conduct on Transfer of Technology being
negotiated in Geneva under the auspices of UNCTAD. The same participants
could not prejudice the positions their Govermments might take on those
issues during the intergovernmental negotiations on the International Code

of Conduct and therefore had to reserve their position on the UNIDO documents.

51. The representative of UNCTAD explained that the United Nations
Conference convened for the adoption of an International Code of Conduct
on Transfer of Technology would resume its work in March 1981. He also
pointed out that the treatment of issues in the documents prepared by the
secretariat of UNIDO was not in contradiction to the draft Code.

52. In view of the information provided by the representative ot UNCTAD
concerning the absence of any contradiction between vhat was being done
under the auspices of UNCTAD and what was being done under the auspices
of UNIDO, some representatives emphasized that the discussions could
continue.




53. It was also stated that the intergovermmental nature of UNCTAD

gave it a guiding role in the field concerned. Taking into account the
hierarchical difference existing at {he legal level between a major

UNCTAD intergoverrmental and negotiating conference and a UNIDO Consultation,
a representative stressed that while UNCTAD could drav up a framewvork

text concerning the transfer of technology, UNIDO, meeting at a Consultation
on the Pharmaceuticai Industry, vas in a good position to deal with problems
specific to that industry.

sh. One participant was of the opianion that conditions in every agreement
varied according to the product and financial, iutangible and other factors,
and that therefore it was not possible to set out universally appliceble
clauses. He also stated that some ol the draft clauses included in the
document under discussion were misleading and ambiguous and would create

disputes between the parties.

55. Some participants pointed out tkat through the gr..ting of a licence
the supplier created a competitor, and it was unrealistic to think that
innovators would be willing to transfer technology without any restrictionms,
particularly vith regard to markets to which the licensee could export.

56. Several participants felt that regulations on transfer of technology
should be flexible, take the interest of the parties and of the acquiring
country into consideration, and help to strengthen the bargaining position
of the recipient party.

57. With regard to the confidentiality obligations and the sublicensing
clause, some participants indicated that the comsent of the supplying party
was necessary to allov further disclosure of the technology or its tranafer
to third parties.

58. In connection with the export restrictions, some participants felt
that such restrictions could hinder the possibility of establishing a
pharmaceutical industry in developing countries that would operate
efficiently.




59. One participant stated that contracts should positively Jdetermine
the cour’ry or region to vhich the recipient could export. In any case,
the supplier should not compete with the recipient in the acquiring

country.

60. One participant, supported by others, siated that several references
to the proposals and rositions of the Commission of the European
Communities (EC) (ID/WG.331/3) were correct. However, any analogy or
extension of EC legislation to current international situations were not
the most appropriate in order to support certain analyses or assumptions
as envisaged by the UNIDO secretariat in the above-mentioned document.

61. Tne UNIDO secretariat explained that references to EC Commission
proposals and positions az well as to other legislations had been made
vith the sole purpose of illustrating the soluiions proposed or adopted
on the issues dealt with at the national and regional level. Such
references were not intended to suggest an extension to the international

level of any national or regional position.

62. One participant clarified that according tc EC law, restrictions on
exports to non-member countries were not illegal. Another participant
indicated that the EC draft proposal for & block exemption regulation for
patent licence agreements and ancillary know-hcv cited in the secretariat
document only expressed the views of the Commission of the EC and that it
wvas still under discussion between member countriss.

63. One participant agreed with the view expressed in the document that
it was the ethnical and legal duty of the supplier to inform the recipient,
completely and correctly and in due time, of the properties and effects
of products involved in the ag:i>ement as well as of changes in the
registration status thereof.

64. All participants shared the view that liability was an extremely
importaut issue in transfer of technology Jgreements in the sector. Some
participants stressed that both parties should be responsible for demages
or losses emerging from the application of the technology, and emphasized
the difficulty in proving the origin of faults in the application of the
technology.
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65. Jne participant indicated that the liebility of the supplier should
take into account his negligence to provide adequate information for the

use cf the technology.

66. Many participants indicated that it was unrealistic to suggest royalty
rates and the durction of agreements for the iransfer of technology in
pharmaceuticals. Some participants were of the opinion that the price
should be left to the free negotia*ion of the parties and that the
establishment of maximum rates could deprive the innovators in the industry

of incentives to transfer their tecanologies.

67. Some participants suggested that there could be minizum royalty

rates and the duration shoulc also be restricted. The recivient should be
free to sublicense after the expiry of the agreement. It was also
expressed by one participant that as:uming that the supplier of technology
would have equity participation in the unit receiving the technology, there
might not be a need to agree to sny royalty whatsoever, since ihe participant
felt that the supplier of technology would be adequately compensated through
sharing of profits.

68. Another participant suggested that, unless it was a 100 per cent
subsidiary, such ¢. denial of royalty would be unfair.

69. One participant stressed the necessity to gather information on
prices and other conditions in transfer of technology agreements. The
secretariat explained that UNIDO had established a system with the
participation of 20 developing countries that were exchanging information
in that area.

TO. Two participants emphasized the importance of considering the cost
reduction - for example of .mported rav materials incorporated - of the
final product in order to calculate the royalties to be paid to the
supplier.

Tl. One participant reminded the Working Group of the work already under-
taken by WIPO in the preparation of a "Licensing Guide for Developing
Countries”.

T2. Bome participants indicated the importance of brand names and other
forms of identification in order to determine the liability of the producers.

73. One participant pointed out that wvhile there were no product patents
in existence with regard to the 26 drugs included in the list of essential




drugs prepared by UNIDO and WHO, there were still some process patents

in force in connection with some of those drugs.

Issue 3. The availability, terms and conditions for the transfer of
technology for the manufacture of essential drugs included
in the illustrative list prepared by UNIDO in consultation
with WHO

Th. In introducing the issue papers (ID/WG.331/5 and 8) to the second
Working Group, the UNIDO secretariat stated that the developing countries
constituted large markets for the 26 essential drugs identified by UNIDO

on some of which the patents had lapsed. However, they experienced
difficulty in obtaining suitable technology, especially based on early
intermediates and raw materials. There had been virtually no effective
transfer of technology to developing countries in cases wvhere the

technology was held by a few companies or vhere the developing countries
possessed the required infrastructure and a sufficiently large market, as

in the case of the antimalarial drug chloroquine. Although some developing
countries were the sole producers of medicinal plants, they were obliged

to export the plants to the developed countries as they did not have

access to the technology. The establislment of joint ventures was
considered suitable for the transfer of technology, subject to certain
conditions. In that connection, the strengthening of technical co-operation
between developing countries and of the research and development base in those

countries had been stressed.

75. There was general appreciation of the UNIDO document and the
secretariat's efforts in focusing attention on the issue under discussion
in the Working Group. On the basis of their experience, some participants
supported the statemzut or the UNIDO secretariat and .said that, although
they had rav materials, infrastructure and markets, they could not initiate
production of essential drugs due to the non-availability of suitable
technology.

T6. Some participants from developed countries, centrally planned economies
and industry expressed their wvillingness to enable transfer of technology
to developing countries, although some felt that it wvas for individual
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companies to enter into bilateral negotiations. Those representatives

vere requested to give details of their offers to the secretsriat.

A fev participants gave written preliminary information concerning the drugs
for which technology could te .ffered, and an international trade association
gave a liast of 49 offers of technology from international companies for

the 9 priority drugs in the illustrative list produced by UNIDO. One
participant stated that it was not possible to have uniform terms for
technology transfer under his country's national law.

T7. Some participanta from developing countries inquired why binding
clauses wvere included in technology transfer arrangements Zor chloroquine
as referred to in the UNIDO document. The UNIDO s=cretariat replied that
it was not customary for UNIDO to mention the names of countries and

judividuals in such cases.

T78. Some participants from developing countries emphasized their belief
in the need to remove restrictive import and export clauses in technology
transfer arrangements and stated that jJoint ventures should be subject to
the conditions stipulated in the UNIDO document. Some participants from
developing countries inquired why no developed country was forthcoming

in transferring technology for dapsone, essential for the treatment of
leprosy, vhich is endemic in certain developing countries. A participant
from a centrally planned economy informed the Consultation that technology
for dapsone wvas aﬁila.ble from his country.

T9. Several parti.ipants highlighted the importance of technology for
processing medicinal plants as well as of technical co-operation among
developing countries.

80. At the end of the discusaion, a consensus was reached on conclusions

and recommendations (paras. 1 to 7).
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